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ADDRESS BY CHAIRMAN
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Every time when | see the small words “we trust” on the US cur-
rency, | always feel from the bottom of my heart how sacred and
powerful the word “trust” is. Indeed in England where trust origi-
nated from, only churches, the moral giants and rivals to the royal
authority, are qualified for trustees. Coincidentally, the Chinese
characters for “trust” are not simple either: being entrusted, one has
to do the entrusted task whole-heartedly. With inheritance of “be-
nevolence, righteousness, propriety, wisdom and trust in China for
centuries, there have been numerous touching examples of trust.
“Zhao Orphan”is an example of trust for civilians as trustees, and
while “Entrustment of Orphan in Bai Di City” is an example of trust
for scholars as trustees.

We can see that wherever it is, a good trustee should have at least
the following three natures: first of all, honesty and trustworthiness,
that is, at all time, to put clients’interests in the first place. Don't do
anything bad subjectively. Only people with good credibility are
trusted. Secondly, diligence is the key. By being diligent, warm-
hearted and not afraid of trouble, we can improve our services
and exhaust all the strategies to do a good job as a trustee. Thirdly,
knowledge and professionalism. In addition to the caring heart, we
need to know as much as we can to equip us with the knowledge
and skills to help others. Even if we may not know everything, we
should be able to locate best professional solutions promptly, so
that we can “make it possible to have the fortune”.

For those purposes, we have spared no efforts for 13 years, and we
will continue to do so.
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ADDRESS BY CHAIRMAN

01.

Zheng An-Guo
MRE | EFEK Chairman

ERRBARATLEE
ERERARFEATESFK
HLRXVESERFRATEEK
EBTEINER

President of Hwabao Investment Co.,Ltd.
Chairman of Hwabao Trust Co.,Ltd.
Chairman of Fortune SGAM Fund Manage-
ment Co.,Ltd.

Member of CPPCC(Chinese People’s Politi-
cal Consultative Conference), Shanghai City
Committee
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02.
Jun Qian

KB | EE, REE Director and President

HERERERTEILIVEE. 2L
President of Hwabao Trust Co.,Ltd.

03.

Zhang Jian-Qun
KER | ESE

HEEERERTEILIVES
Director of Hwabao Trust Co. Ltd.

5L

Director

04.
Wang Xiao-Wei
EBEE | B 2EE Executive Vice President

ERERARFEATELEE
THRMKARASE

Executive Vice President of Hwabao Trust
Co., Ltd.

Congress of Pudong District

05.
Zhang Xiao-Zhe
HKEEES | B S8 Executive Vice President

ERERERTELTEREE
Executive Vice President of Hwabao Trust
Co. Ltd.

v Executive Vice President,
Wa!ng Bo . Chief Investment
Fif | BB REFRA LML Officer

ERERARFELATESEEFR
REDE

Executive Vice President and Chief Invest-
ment Officer of Hwabao Trust Co.,Ltd.

07.
Wang Jin-Ling
FiREk | REERE

Assistant President

EREABRTELATAELIEE
Assistant President of Hwabao Trust Co.,Ltd.
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Note:The foregoing data are based on
auditing reports from previous years,
and no consideration is given to sub-
sequent retroactive effects (In 2010,
Hwabao Securities Co., Ltd. changed
its cost method to equity method for
the calculation of equity, and retroac-
tive adjustments have been made to
the amounts at the beginning of the
year).
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ADDRESS BY CHAIRMAN

| > IEHFRRBEIEEETH | Primary securities investment and trust products |

chapter01. #FEEEE~R Asset management products
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Stock portfolio products

We set up a single fund trust or pooled fund trust scheme, by
applying the value investment concept and relying on our
strong investment and research capabilities. We do further
studies on the qualitative and quantitative aspects through
the overall scientific evaluation, in order to select carefully a
series of stock products of outstanding investment value and
put together portfolio for high returns, and to distribute such
returns to investors pursuant to the trust documents.

FOF products

By analysis and studies on the qualitative and quantitative as-
pects, we make careful selection among the publicly offered
funds in the market and put together investment portfolios.

Bond products

We adopt dynamic asset allocation strategies to invest on na-
tional bonds, financial bonds, corporate bonds, convertible
bonds and other products. By taking full advantage of the flex-
ible features of convertible bonds, we will have overall better
return on investment without additional risks to portfolios.

chapter 02. f&FEIRS %7 &

Structured securities investment and trust

With cooperation with excellent domestic private placement
organizations, we will provide ordinary investors with securi-
ties investment and trust products with fixed income. There
are general (private placement) and priority (ordinary inves-
tor) structured benefit arrangements in respect of this type
of trust, to grant ordinary investors fixed incomes. Private
placement organizations would secure ordinary investors’
principals and/or anticipated returns with their investments
and contributions, which will become fund leverage and yield
surplus returns from the investment performance.

“Sunshine” private placed securities investment and trust
products

By employing the trust system and banks, this product is to
gather the investors’ fund to set up a trust, and professional
private placement organizations will provide consulting ser-
vices to invest in the securities market and other financial
instruments. Investors and investment consultants will share
the surplus return on investment.

About Our Business 08
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About Our Business
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_ Asset mortgaged and pledged financing
trust

We finance qualified financiers by way of loans, equity trans-
fer and repurchase, equity investment and repurchase and
others. Financiers or third parties will mortgage or pledge in
favour of financiers with their outstanding shares, restricted
outstanding shares, unlisted quality assets, and while finan-
ciers are financed in a trust form, investors have various op-
portunities for investment.

_ FER AR S5

SEmASREERER. RE. RRE ETXEFKR
FERMGVEERFA#TEE, BUEREREA. XER
HABSPVIATRIEM L ETFMESNERS ER
BHER&BE, FEFMRSE5FMAESNEHEENE
#E, DBRESBHNRALR,

Ix

_ B R R AR S

ERSERMKEFNEL S S, BAERTHFXTRN
A HTEE, ARTTENRA T ZH, B EER
A NBBRHE. B~ ERESFEL, KIEENE
S54UFBR METMPHAERES, FRMIINEB LR
HeORINMEIMREEEE AP IRBANTE, REARE
HZE, ILRAENZEH TR AR 2

_ Real estate investment and trust business

We focus on cooperation with top domestic real estate en-
terprises and enterprises with quality land development
resources, to make special investment plans and arrange-
ments for them. By way of mezzanine investment, equity
investment, real estate trust funds and others, we combine
trust mechanism with the needs of enterprises and project
prospects effectively and we take initiatives in introducing
structured arrangements, additional liquidity guarantee to
safeguard the interests of investors and to ensure the safety
of capital, so that investors will enjoy the growing returns in
the real estate industry.

chapter 03. > |

_ M&A financial services

We cooperate with listed companies and controlling share-
holders thereof and other important clients from sizable
enterprises of energy, resources and heavy industries and
participate in the final acquisition of assets by way of direct
financing, mezzanine finance, establishment of SPV and
setup of special M&A fund model, and we also conditionally
participate in the post-operation and management of the
M&A assets, in order to have surplus return on investment.

_lEE

VR ERTAERKESMBARZRENEM L, BEE
MR FEFRERETE, BERAFERRERNERED
7, BEREVES. bURIBRERIT,

_ Enterprise annuity

The enterprise and staff thereof voluntarily set up this sup-
plemental pension insurance system in addition to the basic
pension insurance they join as required and such pension
plan is a component of the multiple level pension insurance
with overall guidance from the state, and is determined and
implemented internally within enterprises.
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_ Employee benefit products

The enterprise provides employees with a non-salary ben-
efit package plan, which include items to be selected and
implemented by enterprises based on their own cases.

_ Staff shareholding and long-term equity
incentive products

The enterprise will act on behalf of its employees and de-
posit the capital collected to a trust account as provided in
the fund trust contract (most enterprises have their trust
fund from the reward of the enterprise and funds raised
by employees themselves). The trustee will increase the
shares of the target company as agreed or at the instruc-
tion of the entrustors, and will be responsible for the ap-
preciation of the cash assets. Employees are beneficiaries
of the trust interests as agreed.

About Our Business

chapter 03.
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| - Hfh3( &%) B~ | Othertypes of (including innovative) trust products

chapter 01. chapter 02.
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_ PE investment and trust products

By issuance of a single trust or pooled trust scheme, Hwa-
bao Trust itself, the PE management company under it or an
outsourced investment consultant will be the manager, with
investments primarily on equity of unlisted companies. By
way of listing, repurchase, third party trading, listing on the
stock exchange, we will have return on investment, and will
then exit.

chapter 03. chapter 04.
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_REITs

By issuance of fund pools formed from trust schemes, Hwa-
bao Trust itself, or an outsourced investment consultant
employed will be the manager, with investments diversified
on real estate, equity of real estate enterprises, securities in
the real estate field and other real estate business by way of
equity, creditors’rights, or direct sale or purchase of physical
asset. After policies are introduced, trust beneficiary rights
may become tradable in the market concerned (such as in-
terbank bond market, stock exchanges.

_ Charitable trust

Trust plans are initiated for disaster reliefs, education and
other charitable purposes, which will not only build a chan-
nel for caring people to join the pro bono tasks, but also pro-
vide a platform for enterprises to fulfil their obligations, and
to establish a public image.

ADDRESS BY CHAIRMAN
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_ Derivative investment and trust

By issuance of a single trust or pooled trust scheme, Hwabao
Trust itself, or an outsourced investment consultant will be
the manager, with investments on hedged and non-hedged
derivatives.

_W&E

BAFERME RN R ER NGRS T 5~
mh, RGN HIRTR T, NEARAFRMETRENR S,

_ Cash Po

We invest on short-term financial market products of high
liquidity, low risks and stable return. With risk control as
the premise, we strive to provide investors with stable in-
comes.

_ Hitedk 55
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_ Other business

CPPI strategic products :

These are securities investment products that will protect
investors’ principals against loss within a certain period of
time (usually 2 years).

Asset securitization products :

Disposal by trust of cash flow with a future time limit, to
enable its early realization to enhance the liquidity of as-
sets.

Financial services for medium and small enterprises :

Provision of diversified financial services to fast growing
medium and small enterprises by way of financial consult-
ing, debt finance, equity investment and others.

Property trust:

By taking advantage of the independence and flexibility of
trust system, assets will be transferred under the trust and
clients will be authorized to manage the use and distribu-
tion of properties, while being able to defer taxes payable
and to pass down their fortune.

About Our Business
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(as of Dec. 2010)

18.1

(as of Dec. 2010)

90.00
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Hwabao Trust has at all time adhered to its operation philos-
ophy that “customers come first’, and makes best use of its
trust advantage and base on its own core competitiveness
to develop professional, initiative core asset management
capability and grows into a world class financial service
provider dedicating itself to the provision of unique fortune
management and comprehensive financial solutions to high
end customers.

On 2 August 2005, Hwabao Trust was one of the first few
who qualified as the “Trustee Institution” and “Account Ad-
ministrator” of the enterprise annuity. On 1 December 2006,
China Banking Regulatory Commission (CBRC) formally
authorized Hwabao Trust as a trust institution of specific
purposes. Hwabao Trust thus became one of the six trust
companies which obtained such a status within the indus-
try. In March 2007, the company was the first company that
applied to CBRC for re-registration, which as approved by
CBRC on 3 April 2007, and therefore became the first trust
company being granted a finance license. In June 2008, the
company was awarded a “qualified investor of block trading
system” certificate, which was first awarded to only two local
trust companies in Shanghai.

Since its establishment, Hwabao Trust has been focusing on
two core areas of asset management and trust service and
has made utmost efforts in the promotion of business in-
novation and placed itself as a leader in the industry. Estab-
lished in the currency market, capital market, and industrial
investment and relying on strong investment and research
capability, Hwabao Trust provides its clients with diversified
and comprehensive asset management services. The compa-
ny runs its business in a flexible and innovative manner and
has explored preferred revenue transfer business for fixed-
income revenue of securities assets. By giving full play to the
advantages of the financial sector and the trust system, the
company has successful pushed forward the combination
of industry with finance, while in the meantime, the com-
pany used its extensive customer resources and financing

1
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channel advantage to provide customers with flexible and
sophisticated trust financing service. Through cooperation
with banks the company undertook a 10 billion trust loan
project for the ministry of railways; and by cooperation with
ICBC the company completed credit asset transfer business-
es; and by cooperation with CBC the company developed
several types of open style financial products with different
open time periods. The company established a charitable
trust for the Youth Business Foundation of China which runs
smoothly; and the company also takes initiative in the setup
of the Hwabao charitable trust to participate in charitable
projects like the “Pearl Plan”.

Since its establishmentin 1998, Hwabao Trust has been mak-
ing profits for consecutive 13 years and the paid trust pro-
grams have never been lower than anticipated yields, with
accumulated operating incomes and total profits of RMB
4.888 billion and 3.665 billion, respectively (both of which
are unconsolidated caliber); total incomes of trust service
charges reaching RMB 2.467 billion; and total incomes for all
kinds of customers reaching RMB 18.1 billion. By the end of
2010, the company has a trust asset scale under manage-
ment reaching RMB 90 billion (including annuity), making
the company a strong leader in the industry.

While obtaining substantial financial rewards, the company
has been widely recognized among its counterparts. Since
2006, the company has won many awards from competitions
for outstanding trust companies held by Shanghai Securities
News and Securities Times in Shanghai and Shenzhen, such
as the “Best Renowned Brand’, the “Best Trust Company in
China’, the “Best Trust Company’, the “Most Respected Lead-
er in the Trust Business’, the “Best Innovation Company”, the
“Best Trust Manager”, “Sincere Trust - TOP Award’, “Sincere
Trust — Outstanding Company Award’, the “Excellent Trust
Company in China’, the “Excellent Trust Manager in China’,
the “Best Portfolio Investment Trust Product”, the “Best Trust
Loan Product’, the “Most Influential Brand (Product)” and
others.

ABOUT THE COMPANY
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Capital trust

Chattel trust

Real estate trust

Securities trust

Other properties or ownership trust

Handling investment funds as the initiator of the investment
fund or of the fund management company

Handling reorganization, M & A, project financing, cooperate
finance and financial advisor

Underwriting trustee securities as approved by relevant au—
thorities under the State Council

Handling brokerage, consulting and credit investigation

Custody and safe deposit boxes

Applying fixed assets by means of interbank deposits, inter—
bank lending, loans, lease and investment

Providing guarantee in favor of others with fixed assets

Handling interbanking lending and borrowing

Other businesses as approved by laws, regulations or China
Banking Regulatory Commission

Note: The above business scope has local and foreign currency transactions included.

Business Scope
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Board of supervisors
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Risk Control Committee

FRERS

Trust Committee
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Personnel and )
Remuneration Committee

Board of shareholders
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Board of directors
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Structure
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Company Management

WEIEE
Financial operations

RrEEE
Asset Management

fRIERIT

Trust investment bank

TIAEH
Marketing
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Planning & Financial
Dept.

EBEMERAC
Operation and Customer
Service Center

EREARED
IT Dept.

REE
Trading Room

ERPERAL
R&D Center

ERAFEE
Trust Asset Management
Dept.

RARTIHEB ()
Capital Market Dept.
(to be set up)
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President’s Office

RREEE
— Investment Management
Dept.

NN FIRED
" Human Resources
Dept.

Pension & Employee
Benefit Center

B =R &R PE/NA(#53)

Real Estate Fund Dept. g~ PE Group

(to be set up) (to be set up)
BRI R RITHD

Trust & Investment

Banking Dept.

BEESETE EIEEHE
Investment Fund Trust Marketing and
Trust Dept. Sales Dept.
%%ﬁﬁﬁlﬁﬂ¢®}>

BN R B IR ED
——  Compliance & Risk
Management Dept.

TE1Z D
—Auditing & Supervision
Dept.

7= iR A X ED
~— Product Planning
Dept.
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R&D Center
_ REMFRAFL

FMEFTZNERIEREFHR, RARBMALATEENR, BEREER~T
%=, E2WR, £RIEM~m&HR, mlfEHmASMR.
Undertaking researches on macro-economy home and abroad which affects securities market,

investment strategies, asset collocation, fixed income assets, funds, finance engineering,
products designing, industries and listed companies.

Trust Asset Management Department
_EREFEER
1 ' FERASHKTTHERTA, AATHEMTA (%, BE. B2 ) WH. £Lw
| AT AR AR T AEE,
Investment of trust assets in the monetary market, financial instruments, capital market
A ‘ ‘ financial instruments (bonds, stocks and funds), loans and equities of unlisted companies.
il

Investment Management Department

. _ A
D e p a rt m e nt I:u n Ct l O n S ATNEEASHETHHSMTR, B, B5. BRE. £&. FLHATRNGRAE
P PRI,
ZHBIERBE z

Investment of the company’s own capital in the monetary market, financial instruments, loans,
bonds, stocks, funds, equities of unlisted companies.

Trust Marketing and Sales Department
_ EREH

AYAGRMERE . RAGEBRITR, ShEFEURS. RESFELS. BUTHHR
REFERES BRI,
To provide institutions with comprehensive solutions of financing and investment, high-end

customer financing service, bank and trust company cooperation business, financing market
research and asset management product design, etc.

21 1ESEISIE LA ENE TR Department Functions 22
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President’s Office
_BEIRE

PERERMENES, THESEE. XHMMHREE. N5
REMEZADNTH. BIAXNEARIFLE. 2E5RHEE
ERFIYEE. REEHE. SIFEE. DUXUER, FEE
FEE, TREE,

Monitoring and supervising company’s decisions and regulations;
handling administrative work and secretarial work; archives
management; external liaison and arranging important events;
handling crisis public relations; handling customer complaints;
general affairs, logistics and physical management of fixed assets;
security; foreign affairs management; building corporate culture,
press and publicity campaign management, and the Party affairs.

Trust & Investment Banking Department
_ SRR FRITER

ERMALS (BRRNERAFTLS. B/ ~mAETL
&%) B RAGRES LS. AFEShls. £KE-IE
Fhl s, ERBRLS. FGHERE. USMaFlEHFE
5K,

Development and exploration of trust financing business
(including stock-ownership financing trust business and real estate
financing trust business, etc.), real estate investment trust fund
business, asset securitization business, asset class securitization

business, trust share-holding business, bond underwriting, finance
consultation and other businesses.

Investment Fund Trust Department
_BRESER

BERARSRBRISNFLSHR,

Developing various trust service for investment funds and related
businesses.

ABOUT THE COMPANY

Pension & Employee Benefit Center
_FEEERI/AIFL

A FHET ERE S SRRSRMRT, A ViREtHME
HMERTERFTERRSNBATR, 8ELLES. ATHEHN
ERHR. BRI R R TR RISV &S89/~ @ikt AL,
BRREXREE,

As an enterprise remuneration and benefits management and
comprehensive financial service provider, provision to enterprises
with solutions in respect of financial services required for the
remuneration and benefits management, including product
design, market development, customer and channel relationship

management of the enterprise annuity, employee benefit and trust
programs, employee stock option programs and other businesses.

Human Resources Department
_ ANTEER

ANFREFREEE. AT RN ARML. AREE SIS,
ATENEFR. GHSHHMERE. ATXREESRTHR.

Development and management of human resources; strategic
planning for talents, optimizing organization, staffing and
recruitment, talent training and development, performance and
remuneration management, employee relationship management
and motivation.

Product Planning Department
_ P XIER

WML EEFROARTL, FERTLEEUTZHR, Xl
BRI I RAR TS

Innovative business and research and development of products,
research on the trust business and the banking market, provision
of support to business departments concerning development of
new products.
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Planning & Financial Department
_ RIS ER

MEMBERELETHNRHSEE, SIHZE. SIREREH,
WERZENN, AE. FUHEBSEE,
Financial budgeting, compilation and management of business

plans; accounting calulation, accounting statements, financial and
operational analysis; capital, statistics and tax management.

IT Department
_ EREARE

RNEAERRGHNYMER, AETENREGRFHRBIFL
EE, NENMBDARE. NEREUREERRNLEFERE,
NEERREEE,

Planning and construction of the company’s information system;

purchase, development and management of the company’s
computer software and hardware SW

management of the company'’s internet working environment,
computer room equipments and information resources; security
control of the company'’s information.

IESESIE AN Ey ATk

Auditing & Supervision Department
_ Rtz la s

AFEMEEENNEHIT, AFTBIARAREERUARS
EREIT, ASAEFIENITENELEE,

Auditing miscellaneous business activities of the company;
auditing on the departure of key department managers or

superintendents chairing key posts; reviewing and supervising the
performance of the company’s internal auditing.

Operation and Customer Service Center
_BEMERFC

RMRATEFELSHEZEEE. FRE-AEHEEERE. X
ARKAERE; AVFESKAEETE; BIBIE. Wih, &
EELZMREFREXEREEN,

Operation and management of company’s trust business period,
management of trust product evaluation, management of trust
beneficial estate account; management of enterprise annuity

account; various customer service activities via telephone, website,
short message and other channels.

Compliance & Risk Management Department
_ BHANREE EEE

NEEMES. FRES. NEEHE

Compliance; law affairs and risk management.

Trading Room
_RHBE

EHFEXZHHT. EEFEXFEERSIESTHHEXNBAERS.
RERESF,

Implementing and monitoring securities trading, daily report and
monthly report on securities transactions.

Department Functions 26
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200748H, H£EFXWKEFQDIWEEMK, 2008437, LEXVHKEBRERARTEEIVEHE
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Holdlng Subsidiaries

ERTF

IEESIE

wi\dm&

ABOUT THE COMPANY

Fortune SG Fund Management Co., Ltd.
_HEEXUVESEERRAR

Fortune SG Fund Management Co., Ltd. (hereinafter referred
to as “Fortune SG") was established in March 2003, as the
second in the country and first in the trust sector authorized
joint venture fund management company with present reg-
istered capital of RMB 150 million, among which Hwabao
Trust Co,, Ltd. holds 51% of the shares and Lyxor Asset Man-
agement Co., Ltd. holds 49%.

Fortune SG has at all times adhered to the operation prin-
ciple that“the fund holders’ benefit is higher than that of the
shareholders”, and with its social responsibilities in mind,
and fund holders’ benefit as its top priority, it observes the
core value that “professionalism creates value and diligence
is repaid with trust” and implements such value in its fund
management. It has set its company development goal to
become a leading and diversified asset management com-
pany in China with significant influence among its business
counterparts.

In August 2007, Fortune SG acquired QDII qualification; and
in March 2008, it acquired the qualification for specific cus-
tomers’ asset management. Up to this date, Fortune SGAM
has become a comprehensive asset management company
providing customers with domestic public offering fund
products, overseas investment fund products and special

49.35 biliion

account financial services. By the end of December of 2010,
the company manages altogether 16 open type securities
investment funds with a scale of asset under management of
RMB 49.35 billion. This includes four categories of currency
market fund, bond fund, mixed fund and stock fund, which
covers a complete product line ranging from low-risk stable
value products to high-risk high value products. Year after
year the company has also been awarded the “Golden Ox
Fund Award", the “Gold Fund Award", the “Star Fund Award”
and other major awards.

(as of Dec. 2010)

(as of Dec. 2010)
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FINANCIAL REPORT

Auditing Report

RSM Auditing report [2011] No.00421
Dear Hwabao Trust Co., Ltd.:

‘We have audited the financial statements of Hwabao Trust Co., Ltd. (hereinafter referred to as “Hwabao Trust”) and
the subsidiary thereof (hereinafter referred to as “Hwabao Group”) which we have attached on the following pages,
including the consolidated and the company’s balance sheets as on 31 December 2010, the consolidated and the
company’s income statement of Year 2010, the consolidated and the company’s statement of cash flows, the consolidated
and the company’s statement of changes in owners’ equity and notes to these financial statements.

1. Responsibilities of the management for financial statements

The management of Hwabao Trust is obliged to compile financial statements in accordance with the corporate
accounting principles. Such responsibilities include: (1) developing, implementing and maintaining internal controls
over the compilation of financial statements to ensure they do not contain any significant misstatements due to frauds

or errors; (2) choosing and applying appropriate accounting policies; (3) making reasonable accounting estimates.
2. Responsibilities of Certified Public Accountants

We are obliged to present the auditing opinion on financial statements on the basis of our auditing. The auditing has
been undertaken in accordance with the auditing principles stipulated by the Chinese Institute of Certified Public
Accountants (CICPA). The CICPA standard requires us to abide by professional ethics as an accounting professional
and implement the auditing in a well-planned manner to reasonably assure there are no significant mistakes contained

in the financial statements provided.

Implementation of auditing procedures is involved in the auditing to obtain auditing evidences as to the related
amounts and disclosure in financial statements. The choice of an auditing procedure depends on the discretion of the
certified accountant(s), including the risk evaluation on significant mistakes contained in financial statements due
to frauds or errors. While assessing the risk, we only consider internal controls which are related to the compilation
of financial statements to develop an appropriate auditing procedure. The purpose is not to give any opinion on the
effectiveness of the internal controls. The auditing also includes evaluating the appropriateness of the accounting policy
adopted by the management, the rationality of the accounting estimate(s) and the overall presentation of financial

statements.

We believe that the auditing evidence we obtained is sufficient and appropriate, and has provided us with a basis to

voice our auditing opinions.
3. Auditing opinions

We believe your financial statements have been compiled in accordance with the corporate accounting principles, and
have in all material aspects, fairly reflected the consolidated and parent company’s financial position of Hwabao Trust
as on 31 December 2010, the consolidated and parent company’s financial performance as well as the cash flows of Year
2010.

RSM China Certified Public Accountants Co., Ltd. CICPA: Lian Xiangyang

CICPA: Cao Zhichun

Beijing, China February 28, 2011
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Consolidated Balance Sheet
EHBEERER

’ = HHIEALL | Compiler : £FFEAREZELT Hwabao Trust Co,, Ltd. ‘ ‘ ‘

&#BA: ARMAITL Currency Unit: RMB 10000 31 December 2010 E#BA: ARMAIL Currency Unit: RMB 10000 31 December 2010

Item Balance at the End Balance at the Beginning Item Balance at the End Balance at the Beginning
of the Year of the Year of the Year of the Year
5iE FERRE FMRE 5iE FERRE EMRE
BT . | Current assets : wEhftE . | Current liabilities :
KhAE Cash and cash balances 101,030.75 363,607.29 SFHAfERR Short-term loan - -
HEEGS Settlement reserves - 38,594.69 B RRITER Loan from the Central Bank - -
wrEES Funds for inter-bank lending - - e S AR N RS Deposits taken and deposits from other banks - -
M SR~ Financial assets held for trading 106,279.99 101,447.00 wAES Funds from interbank borrowing - -
NKER Notes receivable - - oM ErNE Financial liabilities held for trading - -
U 2k Accounts receivable 5,696.72 6,834.89 NAERE Notes payable - -
TR I Prepayments - - R TR Accounts payable - -
NUR# Premiums receivable - - bl &/ Unearned income - -
R R e 2 reinsurance receivable - - SEH E SRR T 5K Funds from sale of repurchased financial assets - -
N RERASES reinsurance contract reserves receivable - - NAF&HERES Service fees and commissions payable - -
NBFE Interest receivable 191.95 444.46 RATER TSR Employee salaries and remuneration payable 10,627.10 14,063.75
U REF Dividends receivable - - N5 Taxes payable 13,066.38 10,563.08
Hith U=k Other receivables 356.35 1,942.48 AT Interest payable - 59.40
FENEBRESFART Purchase of financial assets for resale 3,920.00 - REATRER Dividends payable 52,923.83 54,007.36
5 Inventory - - HABR R Other payables 23,817.66 14,155.25
—FRNEEANIER R Non-current assets maturing within one year - - AT R M =R Reinsurance payable - -
Hi xR~ Other current assets 360.77 8,088.18 REEEEES Insurance contract reserves - -
RIELSEIFEZR Unearned income for dealing securities as an agent - 256,541.52
mEEEEIT | Total current assets : 217,836.53 520,958.99 ARG Unearned income for underwriting securities as an agent - -
—FREHARIER N TR Non-current liabilities maturing within one year - -
Hitvmsh Other current liabilities B 53.03
RHREET | Total current liabilities : 100,434.97 349,443.39

33 IBSE(SIE AU ENE TR
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Consolidated Balance Sheet

’ > R L | FESHTIERTIA: SKEEE | SHIRTTA . Mt ‘

Legal Representative: Zheng An-guo | Chiefaccounting officer: Zhang Xiaozhe | Accountant in charge: Lu Xiaoxia

’ = HHIEALL | Compiler : £FFEAREZELT Hwabao Trust Co,, Ltd. ‘

&8 ARMAIT Currency Unit: RMB 10000 31 December 2010 &#ef: ARMAL Currency Unit: RMB 10000 31 December 2010

Item Balance at the End Balance at the Beginning Item Balance at the End Balance at the Beginning
of the Year of the Year of the Year of the Year
=] FERRE FMRE | FERRE EMRE
JEFRshEE . | Non-current assets : EmEN G R | Non-current liabilities :
KU ER R R Loans and advances to customers - 22,862.58 KHAERK Long-term loans - -
T ES R Financial assets available for sale 129,581.05 66,791.36 NS Bonds payable - -
B E BRI R Held-to-maturity investments - - KEAR AR Long-term payables - -
KEA R W 2R Long-term receivables - - EZTISAREN Special payables - -
KEARE AU R Long-term equity investments 74,613.95 - ¥t afE Estimated liabilities - -
BHRME™ Real estate for investment purposes - - % RS R T fk Deferred income tax liabilities 2,324.99 2,478.87
TR Fixed assets 1,297.49 4,419.65 HthIEm s fafk Other non-current liabilities - -
TEIR Constructions-in-progress - 156.87
TRWA Construction materials R R ERsnaEeit: | Total non-current liabilities : 2,324.99 2,478.87
Bl s Disposal of fixed assets R R fEEI | Total liabilities : 102,759.96 351,922.26
EEMEYEE Biological assets for production purposes - -
HERS™ Oil and gas assets - - &R : | Owners’equity :
b dad Intangible assets 497.81 1,572.20 K HEA Paid-in capital 100,000.00 100,000.00
FAE X H Development expenditures - - BAERNFR Capital surplus 10,701.15 10,734.11
HE Goodwill - 312.00 " EERE Less: treasury stocks - -
KHAEME A Long-term prepayments 124.05 1,143.45 EIfEE Special reserves - -
BIEFTERIA = Deferred income tax assets 5,256.01 9,154.64 BENTR Surplus reserves 29,691.22 24,975.49
HtIERaR~ Other non-current assets - - — % XS A General risk reserves 17,722.12 12,947.98
KOBECFE Retained profits 129,320.11 91,658.47
FEFshE~=E | Total non-current assets : 211,370.36 106,412.75 INBIRRITE E5M Difference translated in the foreign currency statements - -
HBTFEASIEE Total owners'’ equity attributable to the parent company 287,434.60 240,316.05
BRI | Total assets : 429,206.89 627,371.74 W&
E AR TRAN S Minority interests 39,012.33 35,133.43
FAENESIT | Total owners’ equity : 326,446.93 275,449.48
FAEMrEENERIT | Total liabilities and owners’ equity : 429,206.89 627,371.74

35 1ESESIE LIS
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Unconsolidated Balance Sheet

BARAFF R

’ = HHHIEALL | Compiler : £EFEAREZELT Hwabao Trust Co,, Ltd.

£F8N: ARTAITT Currency Unit: RMB 10000

31 December 2010

Asset Balance at the End Balance at the Beginning
of the Year of the Year
i FERY FEXE
"= | Assets :
whmEs Cash and cash balances 47,473.71 57,702.95
RERB Precious metal B _
RHEEE Funds for inter-bank lending R }
THHERET Financial assets held for trading 70,617.99 81,010.46
LT SR~ Derivative financial assets B 3
INBRESRA Purchase of Financial assets for resale - -
N UUHCER Accounts receivable _ B
NUREF Dividends receivable _ 3
RUBF R Interest receivable } B
Hith UER Other receivables 118.29 63.16
R R ER Loans and advances to customers - 22,862.58
o ESRE Financial assets available for sale 129,581.05 32,056.51
HEEDERE Held-to-maturity investments R _
KHARRAS IR Long-term equity investments 74,435.72 57,214.90
RARMER Real estate for investment purposes - -
B E R = Net fixed assets 903.23 1,326.06
EEIRE Constructions-in-progress - _
BEER=EE Disposal of fixed assets _ )
TR R =% E Net amount of intangible assets 237.20 351.66
KHEASMEZ B Long-term prepayments 42.49 74.36
EIEFFERARZ Deferred income tax assets 2,717.58 2,668.82
Hithz = Other assets . j
Bt | Total assets : 326,127.26 255,331.46
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’ > BRI L | FESHTIERTIA: SKBE | SHPIRTTA . ki

Legal Representative: Zheng An-guo | Chiefaccounting officer: Zhang Xiaozhe | Accountant in charge: Lu Xiaoxia

£FELL: ARTAITT Currency Unit: RMB 10000

Liabilities and Owners’ Equity

Balance at the End

31 December 2010

Balance at the Beginning

of the Year of the Year
SR A E A & ExRH EE
TURFIFT B E N | Liabilities and Owners’ Equity :
fifk: | Liabilities :
R RRITERK Loan from the Central Bank - B,
B\ & EAh S e A A TE R =R TN Deposits from interbank and Other financial institutions - -
AR E Fund from interbank borrowing - R
T oML R Financial liabilities held for trading - R
SEH A SRR =R Funds from sale of repurchased financial assets - R
R FER Deposits taken ) i
AL EN Accounts payable - -
HAth R (5% Other payables 11,910.08 2,759.27
RATER T 37 Employee benefits payable 2,271.28 2,345.30
AR Taxes payable 9,815.84 3,482.14
REAFRRAY Dividends payable 52,923.83 54,007.36
RAFHE Interest payable - -
it afE Estimated liabilities - _
RAHES Bonds payable - _
% IEFRERi R Deferred income tax liabilities 2,324.99 2,462.37
Hithtafk Other liabilities _ _
AfRET | Total liabilities : 79,246.02 65,056.44
FrE&ME | Owners’ equity :
K AR Paid-in capital 100,000.00 100,000.00
RAENTR Capital surplus 16,570.26 7121.27
B EFR Less: treasury stocks - -
BENR Surplus reserves 30,418.15 25,702.42
— P& XS General risk reserves 18,085.58 13,311.44
RO EEFHE Retained profits 81,807.25 44,139.89
FAENES : | Total owners’ equity : 246,881.24 190,275.02
HENEREENERT | Total liabilities and owners’ equity : 326,127.26 255,331.46
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Consolidated Income Statement

BHFER

’ - EHIENAL | Compiler ; EEFEBREE/AF Hwabao Trust Co,, Ltd.

EHEM : ARMAT  Currency Unit: RMB 10000 2010
Item 2010 2009
= RESH LEEH
—. BRI : | 1. Total operating income : 126,007.79 139,867.43
Ha . EWg A Including: Operating income - 87.52

FEA Interest income 744151 9,501.57
EBR{R % Premiums earned _ _
FHRERBESEA Fees and commission income 118,566.28 130,278.34
=, BlARA | 2. Total operating costs : 68,832.47 70,666.82
Hep . B A Including: operating costs _ _
FIEXH Interest expenses 2,446.84 2,105.51
FEHRRAEIH Fees and commission expenses 3,645.66 3,332.39
BRE Premiums refunded _ B
T {5 32 H4 % 2 Net claims paid R B
BRERRE S EIESSEI Net provisions for insurance contracts - _
REBLOHFZH Policy holder dividends R R
HREH Reinsurance costs _ _
BB S RHN Business taxes and surcharges 7,471.73 8,008.03
WEREIRSE Business and management expenses 55,521.68 56,722.62
EIEHEH Administrative costs _ B
WA Financial costs ) )
R ERER K Assets depreciation loss 253.44 498.27
mn. AfRMETzE Add: Gains from changes in fair value -430.83 1,791.17
(¥ “ =" SEF]) (loss will be marked with “-")
b Investment income 25,037.25 22,531.82
(MK =" SHEF) (loss will be marked with “-")
Hep WEKEDWFAEEDSIH Including: income from investments on R R
BRWE associates and jointly controlled entities
SCH Uz Gains on exchange -385.77 29352

(K =" SIHF)

(loss will be marked with “-")
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’ > BRI HEE | FESHTIERTIA: KBS | SR kit

Legal Representative: Zheng An-guo | Chiefaccounting officer: Zhang Xiaozhe | Accountant in charge: Lu Xiaoxia

&#ss . ARMATT Currency Unit: RMB 10000 2010
Iltem 2010 2009
1= KESH TEEH
=, BukAg - | 3. Operating profits 81,395.97 93,230.08
(S “-” S1E%) (loss will be marked with “-")

PR Z N PN Add: Non-operating income 27715 7.06
R BN SN Less: Non-operating expenses 50.53 -2,251.32
Heh . IERsBR Bk Including: loss on the disposal of 5.92 106.75
non-current assets
M. i3 | 4. Total profit 81,622.59 95,488.46
(SRBEFA “-” SHE) (loss will be marked with “-")
B PrERiEA Less: income tax expenses 22,306.41 20,599.91
. OEFE | 5. Net profit 59,316.18 74,888.55
(SR - S51ES) (net loss will be marked with “-")
HEFRASIFEENEF)E Net profit attributable to the owner(s) of 47,151.51 61,288.09
the parent company
DRI Profit and loss of the minority interests 12,164.67 13,600.46
N BRRIGE - | 6.Earnings per share : - }
(—) EBEAXERWE (1) basic earnings per share - B}
(Z) WEESRkE (2) diluted earnings per share - _
+. HihgEEas - | 7. Other consolidated income : -33.00 4,890.43
I\, EEKER | 8. Total consolidated income : 59,283.18 79,778.98
JHETRASMBENGEE R B Total consolidated income attributable to 47,118.55 66,178.48
the owner(s) of the parent company
HET VP EIRNGE R B Total consolidated income attributable 12,164.63 13,600.50

to the minority interests
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Unconsolidated Income Statement
BARAREE

’ = HHIEALL | Compiler : £FFEAREZELT Hwabao Trust Co,, Ltd.

FINANCIAL REPORT

’ > R L | FESHTIERTIA: SKEEE | SHIRTTA . Mt ‘

Legal Representative: Zheng An-guo | Chiefaccounting officer: Zhang Xiaozhe | Accountant in charge: Lu Xiaoxia

&Ees . ARMATT Currency Unit: RMB 10000 2010
ltem 2010 2009
= REH HEH
=, ZAFE | 3. Operating profits 56,652.74 61,569.05
(SR "-" 3EF ) (loss will be marked with “-")

=R N PN Add: Non-operating income 113.57 0.03

B BN Less: Non-operating expenses - 1.56
m. Fljgs | 4. Total profits 56,766.31 61,567.52
(SHRBEmA "-" E7 ) (loss will be marked with “-")

B FrEEiE A Less: income tax expenses 9,609.09 10,644.66
. EFE | 5. Net profit 47,157.22 50,922.86

(BSH - SHEY )

(net loss will be marked with “-")

7~ BRI -

| 6. Earnings per share

(—) EXEkika

(1) basic earnings per share

(Z) wREkks

(2) diluted earnings per share

&FEG: ARMAT Currency Unit: RMB 10000 2010
ltem 2010 2009
s KEH LEH
— Bl BN | 1. Operating income 69,515.07 73,757.24

FLEBRUIN Net interest income 1,504.15 4,447.47
FILEBAN Interest income 1,504.15 444747
FIEXH Interest expenses _ B
FEHRALSEIIN Net income of fees and commissions 31,490.45 20,494 47
FEHERBESBAN Fees and commission income 31,537.31 29,638.99
FEHRMAETH Fee and commission expenses 46.86 14452
RER R Investment income 3764447 38,289.81
(KL "-" EF)) (loss will be marked with “-")
He WEESWFIEE Including: income from investments on 7788.32 5,405.43
Mo A= S AL it associates and jointly controlled entities
NRMETHME Gains on changes in fair value -766.53 1,818.58
(KL "-" EF)) (loss will be marked with “-")
LRIz Gains on exchange 35747 293.09
(KL "-" EF)) (loss will be marked with “-")
Hfthl WA Other business incomes _ )
—. BlxH | 2. Operating costs 12,862.33 12,188.19
B Fi e R0 Business taxes and surcharges 2,864.15 2,950.48
W EREEH Business and management expenses 10,229.12 9,006.77
RERERK Assets depreciation loss 23094 330,94
Htb W A Other business costs ) )

AN IESESIE UL E A TR

+. HihEsUE | 7. Other consolidated income 9,448.99 4,861.02
I\, EEWHEE | 8. Total consolidated income 56,606.21 55,783.88
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Balance Sheet on Trust Assets
ERRBEEFRELR

’ > R L | FESHTIERTIA: SKEEE | SHIRTTA . Mt

Legal Representative: Zheng An-guo | Chiefaccounting officer: Zhang Xiaozhe | Accountant in charge: Lu Xiaoxia

’ = HHIEALL | Compiler : £FFEAREZELT Hwabao Trust Co,, Ltd. ‘

&#BA: ARMAITL Currency Unit: RMB 10000 31 December 2010 E#BA: ARMAIL Currency Unit: RMB 10000 31 December 2010

Asset Amount at the end Amount at the beginning Liability and trust equity Amount at the end Amount at the beginning
of the period of the period of the period of the period
#E HRH HE RSN E AR B
BT | Assets : & : | Liabilities :
WM& REFHFRBEITHRIN Cash and fund deposited in the Central bank 162,718.47 328,418.82 R ERITER Loan from the Central Bank - -
Heh . WERBETES Including: cash and bank deposit 162,718.47 328,418.82 Bk R E fth & B AN A TF HUFK IR Deposits from interbank and other financial institutions - -
HihEHERS Other monetary capital 177,404.66 127,176.79 wAE S Funds from inter-bank borrowing - -
IEES Funds for inter-bank lending - - TSR Financial liabilities held for trading - -
X MEER" Financial assets held for trading 1,211,085.40 503,162.00 TSR TR Derivative financial liabilities - -
LTHESRA Derivative financial assets - - AT ZFEAIRE Remuneration payable to trustees 0.02 0.02
ENRESRIA~ Purchase of financial assets for resale 372,600.09 34,000.00 NAHRE R Custody charges payable - -
Rz U W=k Accounts receivable - - N2 AU Earning payable to beneficiaries - 25.00
R W pgEF Dividends receivable - - NS ERS & Sales service fees payable - -
NUFIE Interest receivable - - N A& Taxes payable - -
HAth IR Other receivables 45,813.07 5,576.23 HARN AR Other payables 159,896.70 4,094.32
Vi e G Loans and advance granted 5,837,523.00 1,956,485.04 Hihfafx Other liabilities - -
ot ESRRT Financial assets available for sale 858,565.35 1,684,788.96
BHEERHRE Held-to-maturity investments - - aEait | Total liabilities : 159,896.72 4,119.34
KHARE IR Long-term equity investments 27,751.61 33,016.01
BAMBEH Real estate for investment purposes - _ (SR - [ Trust equity :
Bl daa Fixed assets - - LUEFE Paid-up trust 8,441,090.71 4,500,296.42
i g Intangible assets - - HANTR Capital surplus 13,996.51 -
HE~ Other assets - - KOECFE Retained profits 78,477.71 168,208.09
BEBIT | Total assets : 8,693,461.65 4,672,623.85 ERESIt | Total trust equity : 8,533,564.93 4,668,504.51
fEMEERGE ST | Total trust liabilities and equity : 8,693,461.65 4,672,623.85
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Summary Statement on Trust Assets Profits & Profit Distribution
& FEI5 B 38 R 38 3 B

’ = HHHIEALL | Compiler : £EFEAREZELT Hwabao Trust Co,, Ltd.

£F8N: ARTAITT Currency Unit: RMB 10000

2010

FINANCIAL REPORT

’ > BRI EE | FESHTIERTIA: KBS | SR ki

Legal Representative: Zheng An-guo | Chiefaccounting officer: Zhang Xiaozhe | Accountant in charge: Lu Xiaoxia

£FELL: ARTAITT Currency Unit: RMB 10000

2010

Item Current period Previous period
mA AERITE FERIHE
=, FiEREm | 3. Total profit: 227,465.14 267,769.87
(SHREEmA "-" E7 ) (loss will be marked with “-")
hn . BARI R D ECEFERSE Add: undistributed trust profits at the beginning 168,208.09 98,565.68
of the period
MR TAESEHMT A Gain & loss of equalization payment and other 6,075.60 60,657.15
influential amount
M. TS EREFERIE | 4. Distributable trust profits : 401,748.83 426,992.70
B AEE S EEIEFE Less: distributed trust profits in the current period 323,271.12 258,784.61
F. BRASEEIERNE | 5. Undistributed trust profits at the end 78,477.71 168,208.09
of the period :
7N HingEElss | 6. Other consolidated incomes : 10,082.25 -
+. GEWERE | 7. Total consolidated incomes : 243,622.99 328,427.02

Item Current period Previous period
TiE RERIHE LTERHH
—. ERELKAN | 1. Operating revenues from trust: 264,536.78 308,914.52
FILEBN Interest incomes 175,261.37 67776.47
BER Investment income 114,488.88 25737515
(KL “-" SHEF) (loss will be marked with “-") B
He . WEHKESIMEESL Including: income from investments on }
EREEAL € associates and jointly controlled entities
NRMETHURE Gains from changes in fair value 27,059.93 -16,257.08
(K=" BIEF) (loss will be marked with *-")
FHEWA Incomes from leases ) )
CHIK S Gains on exchange ) :
(K “-" BIEF) (loss will be marked with “-")
Hthh SN Other business incomes 1,846.46 19.98
=, FERELZH | 2. Operating expenses from trust : 37,071.64 41,144.65
B Fi e &K Business taxes and surcharges 289.04 173023
W EREEH Business and management expenses 36,782.60 39,414.42
RFERERK Assets depreciation loss } )
Hth W A Other business costs _ B
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EEERAREFMLELF 2010 FEMFHFRHME

(453 RSN, ©FEA A ARTIT | The currency unit is RMB Yuan unless otherwise specified )

|-9I. - 1L | |-9IV
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MAEA 98.00% ; AUMBBHE 0.20 27T, SEMEAH
2.00%,

ATESEMAEAFZURETF 2011 F1 BEEAART 20 27T,
HRAKST “AEAFRABEI

RNIXTENZELHEE  REER, S/~ER, Fa~ER,
BIMESRETE, HMmHU~REE, (FARRBSHERES
EBRSNEARANBEEZRESLS, EELVAFNEA. B
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I EENREPRE, AEASUTFEERBREFEE, BNEEE
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ARBAXAT REAF AT EERANTELFHIZ PN LT,
KA RFEAFATUARBACKARLT, NEH R RYE
WERNIRANETAART,

RFBEWVSITDENNERHE, FEASTHRELIRRESA
i, RELESR TR, AMSRESUBLMANTTEEM,
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LMk, BMRZBHRBATHLMN (PEN) BB DHIKS R
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(ARM) o

RABZFABERE XV ESFIETIESN M H 5K B 5K
BH, REWIINTRAENEHING, BZXZEHMECE (B
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AT EH, ERFEFRAIRENIDRIEL SIS RSN
R|MOZTHED, RRIGFERBOCCEFTENCREN TS,
HEnfRE, SFAHEMMTERBAS ARERBMITCE
E, BT AEFOIA S IR S, UhERARTENH
MIEHEHHIME, PRXAXHKEBHRETRITE NIRRT
TEHItE, UARNETENITIEETMIE, XBLARN
EHEBNBITERNE, FEENEKALTEMSRICKE

2, SMHIRKRMIESE

) #FEnfixE, SMHETHERE. R "ROEFE" SMIFE
HWEHETERAALRATE, dL~E6C LEFTALH
B UHREATEHNTEETHNERELZREDE
CEAE, FEELRER,; "ROEFNE" NEZEAEBHT
JRPIZIENRGUAS TR EFIEENE SRR
HEES IR,

2) M ERPEREREFRERZZ R EBNAIILRIFTEART,

Q) HEREBRPUMERMANE, ZREAFRFIEARDH
BN EE R,

FEAAESRAESENYEEEFA S TUENA TN FR.
FRENHRT. SEENEURAEAFENHRE ( —RAINK
xBE, =MAATH). RME. ZTERAEANSTHIAS.
MEZHRERNEIRE,

NEZFATEFEHREREFNZZEEREBNLTENEE
R RTT, SHATERER, HE "RITER HEPRRBAR
B THRE, SIEEXPRBEENRESEIMENIETEERT, &
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HAERERERZFXSESRNBNHINA—TAE, HE5EF 5t
TEE, INBIESX AN BESIESZZMEENTIA
AFEHXE, BAEMBFBWBRNF %, £5RFPHAELTIE
HRINEE FRHIAAF RN,
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REAWNENBRER S, ZBERIMLNAZE, U—EHNNIEMN
RHNFRNEXEREA, BNYELSTERAMLEHEF
MYEMBRERB 2 SR/~ M, RARERINIREHEXE =0
KBRS A BRI I o

FEANFREEMRS, RRBRERIMILNLYE, U—EHNE
BHAXNERATEHELIZNTF, RNYEASTERAMINE
HEENAENEEMBR Z SR/~ 5o STHEIMESEHEMEEX
F B SERR U B B IARK, SR SR~ RN IRRE ) EIIRF AR
EHANEFNRERA, FREEXNSTBERZE,

ENBERFZHEMAF SR, iRE D MENIEIERFIRE
ko

1. ERTEMFAMKEE

SRITENHIAMKIEL . SHASRIASRN—HN, KEDH
INEZ RN ERA =S ER AR,

2, EMAFMER AR

BREABONEFLR, 2EABMAENESRE~UN hmk .
() UaamETTE BEETHITASHRRENSHE~, BEXHM
ERUE A E AU RMETTE BETHMITA S PR AN S/E
7= (2) FRERIER A, (3) ARAIRUGRYL,; (4) THREESREA ™

REBEFXFHRENESMAGTY D ARE . () AR NETER
HEHMITALGHRDN S NE, SEXZMESRAGAETE A
NAMETEEETHITASPREN SR AR, 2) HE SR AR,

3, ERMF~MEMAGRRITE

FEAVIBHINER T ~RNERAG, ERARMETE. TR
NAMETBERSTHMIASRRGA ST ~RNERAGKR, BX
RHEAERTAGHRRE N THMEINOSRE R0,
RS LR AN DN

FEANERB-NERAGNESEITEETET X

() AR M ETEEETNITA SRS/ E NS/ AR,
BREAANEHTESIE, RANEZRDMITALHRE,

2 FAEEIPRAFNEHRT, REOHNEXSERFRSHHE
BRAIRZFT AN, —RIZRETDFEXRHE RFIETEF WA,

Q) THUESEA SRR ARMERTELEITE, AANERS
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NEEGE
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RIFBEEEREN, WRANENEETERTOT

(1) REXERA™
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ETRATEERIELAEDEERMAT UL IAXN S ZERMA KT
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witE,
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Notes to the Financial Statements of

Hwabao Trust Co., Ltd. for 2010

( The currency unit is RMB Yuan unless otherwise specified )

Y

_ General information about the enterprise

Approved by People’s Bank of China in June 1998, Hwabao Trust
Co., Ltd. (hereinafter referred to as “the company”) was established
as a non-banking financial institution by Baosteel Group after it
went through changes of the company’s name, location, capital
increase and equity expansion following the acquisition of the
Zhoushan Trust Investment Company. In April 2007, with the
approval of the China Banking Regulatory Commission (CBRC), the
company was re-registered and obtained the “Business License
of Corporate Legal Person" issued by the state industrial and
commercial administrative authority with a registration number of
3101151018934 and the “Financial License of the People’s Republic
of China” issued by the CBRC Shanghai Authority with a number
of K0023H231000001. The company has a registered capital of
RMB 1 billion Yuan, and its registered address is No.370 Pudian
Rd Baosteel Building, Shanghai, with Yu Yeming being the legal
representative of the company. The present equity structure of the
company is as follows: RMB 980 million contributed by Baosteel
Group, accounting for 98.00% of the registered capital; RMB 20
million contributed by the Zhoushan Finance Bureau, accounting
for 2.00% of the registered capital.

The registered capital and paid-in capital of the company changed
to RMB 2 billion effective from January 2011. For details, see “Issues
after the balance sheet date” of these Notes.

II.

_ Basis on which financial statements are compiled

Financial statements compiled by the company is based on the
assumption that the company is going to operate on a continuous
basis and, according to actually occurred transaction and events,
and in compliance with the “Corporate Accounting Principles—
Basic Practice” issued in February 2006 by the Ministry of Finance,
38 specific accounting rules as well as subsequently issued
application guidelines, explanation and other relevant stipulations
(hereinafter collectively referred to as the “Corporate Accounting
Principles”).
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The business scope of the company mainly consists of capital
trust; chattel trust; real estate trust; marketable securities trust;
miscellaneous property and ownership trust; handling investment
funds as the sponsor of the investment fund or the sponsor of the
fund management company; handling reorganization, merger and
acquisition of corporate assets, project financing, corporate finance
and financial consultation; underwriting trustee securities as
approved by relevant authorities under the State council; handling
brokerage, consulting and credit investigation; custody and safe
deposit box business; applying fixed assets by means of inter-bank
deposits, inter-bank lending, loans, lease and investment; providing
guarantee for a third party with fixed assets; handling inter-bank
transactions, and other businesses as stipulated under laws and
regulations or as approved by the China Banking Regulatory
Commission (with both local and foreign currency transactions
included in the above business scope.)

At the beginning of the year, the company has two subsidiary
companies, respectively Hwabao Securities Co., Ltd. (hereinafter
referred to as “Hwabao Securities”) and Fortune SGAM Fund
Management Co., Ltd. (hereinafter referred to as “Fortune SGAM”).
At the end of the year, the company has one subsidiary company,
that is, Fortune SGAM. The company and subsidiary thereof are
collectively referred to as “this Group”

II1.

_ Declaration on observing corporate accounting

principles

This financial statement complies with the requirements of the
Corporate Accounting Principles, and fully and accurately reflect
the financial standing of the company and this Group as on 31
December 2010, as well as the performance and cash flows and
other information concerned in the year of 2010.

FINANCIAL REPORT
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_ Key accounting policies adopted by the company,

estimates and previous errors

The financial period of this Group consists of the year and the
interim period. The interim period refers to a reporting period which
is shorter than a complete financial year. This Group's financial year
adopts a calendar year, i.e. from January 1 to December 31 of each
year.

Renminbi (RMB, Chinese Yuan) is the currency in the main economic
environment where the company and its domestic subsidiary
conduct their business. This Group has selected RMB as its reporting
currency for the preparation of this financial statement.

This Group uses accrual basis accounting for financial reporting
purpose in accordance with the Corporate Accounting Principles.
Historical costs are generally regarded as measurement attributes
for this financial statement except for certain financial instruments.
In the event of devaluation of assets, provision for such devaluation
shall be made accordingly as required by regulations concerned.

(1) The company performs calculation of foreign currency business
by way of separate accounts. Accounts are kept in the original
currency upon incurrence for the foreign currency business. At the
end of a period, the foreign currency statements compiled from all
foreign currency accounts are translated based on the prevailing
exchange rate (medium rate) as on the end-of-period date into
statements of the company’s reporting currency (RMB Yuan) in the
translation method as specified in the following foreign currency
statement.

Fortune SGAM and Hwabao Securities, subsidiaries of the company
performs calculation of foreign currency business by way of
integrated accounts. Once a foreign currency transaction incurred
is initially confirmed, the amount is translated into the reporting
currency at the spot rate on the transaction date (the prevailing
exchange medium rate as published by the People’s Bank of China),
however, foreign exchange business or any transaction involving
foreign exchange is translated into the reporting currency amount
at the exchange rated actually adopted. On the balance sheet date,

foreign currency monetary items are translated at the spot rate on
the balance sheet date, where the translation differences incurred
are recorded into the current profits and losses. Foreign currency
non-monetary items valued at the historical cost are translated
into the reporting currency at the spot rate on the transaction date.
Foreign currency non-monetary items calculated at the fair value
are translated into the reporting currency at the spot rate on the fair
value determination date, and the translation differences incurred
between the original currency and the reporting currency are
treated as fair value fluctuation (including exchange rate fluctuation
and is recorded into the current profits and losses, or then confirmed
as other consolidated income and recorded as capital surplus.

(2) Translation method of the foreign currency financial statements:

(1) The foreign currency monetary items except the “Undistributed
Profits” are translated at the spot rate on the balance sheet date,
where the translation differences incurred are recorded into the
current profits and losses. Foreign currency non-monetary items
valued at the historical cost do not incur translation differences,
as the spot rate on the transaction date remains unchanged.
Items included in the “Undistributed Profits” is filled out with the
translated profits as listed in the profit statement. The beginning
balance is displayed according to the translated amount in the
balance sheet of the previous year.

(2 The amount incurred in the current period as included in the
income statement is translated into RMB at the spot rate on the
transaction date.

@ Items included in the statement of cash flows are categorized
subject to their nature, and are compiled upon translation into RMB
amounts in accordance with the principles in the foregoing two
paragraphs.

In respect of this Group, cash and cash equivalent refers to cash on
hand and bank deposits, deposits in other banks and settlement
reserves, which are available and can be used for bill payment at
any time, together with the investment held by this Group featuring
short period (usually to mature within three months from the date
of purchase), strong liquidity, easily convertible to known-amount
cash, with little value fluctuation risk.
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The transaction settlement fund held by the Hwabao Securities, a
subsidiary of the company on behalf of clients must be deposited
in full into the specified commercial bank for special management,
and a categorized item should be set up separately in the “Bank
deposit” account for accounting purposes. The fund to be settled
with the stock exchange is separately deposited into a specified
settlement bank. The settlement reserves shall be remitted to
the securities registration company by the settlement bank upon
confirmation from the stock exchange. Once this Group receives a
payment from a client related to buying or selling securities, such
payment shall be confirmed as a liability, and be settled with the
client. All the payments transferred to the stock exchange shall be
confirmed as service fees upon settlement with the stock exchange.
The service fees collected from a client as required is confirmed as
the service fee income upon settlement of securities trading.

This Group will in respect of purchase of resold business, purchase
the financial asset at a certain price from its counterpart, as agreed
in the contract or agreement, while agreeing that the company will
resell the same at the agreed price on the expiration date of the
contract or agreement. Purchase of such resold asset is recorded at
the amount actually paid.

This Group will in respect of sale of the repurchased business, sell
the financial asset at a certain price to its counterpart, as agreed in
the contract or agreement, while agreeing that the company will
repurchase the same at the agreed price on the expiration date
of the contract or agreement. Sale of such repurchased asset is
recorded at the amount actually received. The financial product
sold is kept in the balance sheet of this Group under the original
category, and calculated according to the relevant accounting
polices.

Interest paid or received with regard to such purchase or sale
is determined at the actual interest rate during such resale or
repurchase period.

(1) Confirmation basis of financial instruments

Confirmation basis of financial instruments is that this Group
confirms the related financial assets or financial liabilities once
becoming a party of a financial instrument contract.

(2) Categorization of financial assets and financial liabilities

Based on the investment purpose and economic nature, this Group
divides the financial assets it holds into four categories: (1) financial
assets which is calculated at fair value and changes of which are
included in the current profit and loss account, including tradable
financial assets and the financial assets which has been specified as
being calculated at fair value and the changes of which are included
in the current profit and loss account; (2 investment held until
maturity; @) loans and receivables; @ financial assets available for
sale.

Financial liabilities to be assumed are divided into two categories
based on economic nature: () financial liabilities which are
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calculated at fair value and changes of which are included in the
current profit and loss account, including tradable financial liabilities
and financial liabilities which have been specified as calculated at
fair value and the changes of which are included in the current profit
and loss account; (2 other financial liabilities.

(3) Calculation of financial assets and financial liabilities

The financial assets or financial liabilities initially confirmed by this
Group are calculated at fair value. For the financial assets or financial
liabilities which have been calculated at fair value and the changes
of which are included in the current profit and loss account, the
relevant trading expense shall be directly entered into current
profit and loss account; and as for other types of financial assets
or financial liabilities, relevant trading fee shall be entered into the
initially confirmed amount.

Main methods for subsequent calculation by this Group of financial
assets and financial liabilities

(1) The financial assets and financial liabilities which is calculated at
fair value and the changes of which are included in the current profit
and loss account shall be subsequently calculated based on fair
value, and the fair value changes shall be entered into the current
profit and loss account.

(2 The investment held until maturity and receivables, except
those whose nominal rate or contract rate is substantially different
from the actual market rate, are generally calculated to determine
interestincome based on the nominal rate or the contract rate.

@ Financial assets available for sale shall be subsequently
calculated at fair value. The profit and loss arising from the fair value
change, except the depreciation loss and exchange gain or loss due
to foreign currency monetary financial assets, are directly taken
into the owners’ equity, and shall be transferred upon termination
confirmation of such financial assets and taken into the current
profit and loss account.

@ The equity instrument investment which has not been quoted
in the active market and the fair value of which cannot be reliably
calculated, as well as the derivative financial assets which is linked
with such equity instrument and ought to be settled through
delivery of such equity instrument, shall be calculated at cost.

(® Other financial liabilities are calculated at amortized cost, except
for the following:

A. A derivative financial liability shall be calculated at cost if it is
linked with an equity instrument that is not quoted in the active
market and the fair value of which cannot be reliably calculated,
and may only be settled upon delivery of such derivative financial
liability.

B. For a financial guarantee contract which is not designated to be
calculated at fair value and any change of which is recorded in the
current profit and loss account, or a loan undertaking which is not
designated to be calculated at fair value and any change of which
is recorded in the current profit and loss account at an interest rate
lower than that of the market, once initially confirmed, the higher of
the following prevails for the subsequent calculation:

a. the amount determined in “Corporate Accounting Principles—
Contingent issues”;

b. the balance determined after the accumulated amortization in
compliance with “Corporate Accounting Principles—Income”.

(4) determination of the fair value for major financial assets or major
financial liabilities.

The fair value for financial assets or financial liabilities are initially
calculated based on the price of the said in an open market.

With due diligence, subsequent calculation of the fair value is as
follows:

(1) Stock type of financial products
A. For stocks tradable in the market, its fair value is the closing price
on the most recent transaction day;

B. As for stocks already in the market, but not yet tradable, their
fair value is determined on the valuation date with corresponding
valuation technique;

C. As for a stock that is not tradable with no market price, its
historical cost is the fair value.

(2 Fund type of financial asset: As for the fair value of the closed
type of fund, its fair value may be calculated by reference to the fair
value for tradable shares. As for the open type of fund, and pooled
financial plans, the most updated net value as published on the
balance sheet date is the fair value.

(@ The bond type of financial products listed in stock exchanges
includes national bonds, corporate bonds, convertible bonds, and
the closing price on the most recent transaction date is regarded as
the fair value.

(@ Trust type of financial assets: if there is a sale price, such price is
the fair value, otherwise, the cost thereof is the fair value.

(5) Confirmation and calculation of financial asset transfer

Financial asset transfer means that this Group transfers or delivers
the financial assets to another party other than the issuing party
of the financial assets. Financial asset transfer includes the overall
transfer and partial transfer. Financial asset transfer includes two
circumstances: to transfer the right of collecting cash flow of
financial assets to another party or to transfer the financial assets to
another party while maintaining the right of collecting cash flow of
financial assets, and assuming the liability of paying the collected
cash flow to the final payee.

When virtually all risks and remunerations on ownership of entire
or partial financial asset have been transferred to the transferee,
confirmation for such entire or partial financial asset is terminated.
The difference between the received consideration and the book
value of the transferred financial assets is to be confirmed as the
current profit and loss account. Besides, the total profit and loss of
financial assets confirmed in the original owners’ equity shall be
transferred to the current profit and loss account. This Group, while
having virtually all the risks and remunerations on the ownership,
shall continue to confirm such entire or partial financial assets, and
the received consideration is to be confirmed as a financial liability.

In the circumstance that nearly all risks and remunerations on
the ownership of financial assets are neither transferred nor
kept however control on such financial assets is maintained, it is

necessary to confirm the relevant financial assets based on the
degree it continues to involve in the transferred financial assets and
the relevant liabilities shall be confirmed correspondently. Those
whose control on financial assets are abandoned shall be treated
based on the principle of termination of confirmation.

(6) Depreciation test and provision for the depreciation of financial
assets

@ Scope for depreciation provision and objective evidence of
depreciation

On the balance sheet date, this Group performs inspection on the
book value of financial assets apart from those which are calculated
at fair value and the changes of which are taken into the current
profit and loss account. Depreciation provision is required for the
circumstance where objective evidences indicate that depreciation
occurs to the financial assets. Objective evidences for depreciation
include the following:

A.the issuer or the debtor suffers serious financial difficulty;

B. the debtor has breached the contract, such as failure or delay
thereof in repayment of interests or the principal;

C. this Group compromises to the debtor in consideration of the
economic or legal aspect;

D. the debtor has uncertainty in continuing operation, which is very
likely to result in bankruptcy or other financial reorganization;

E. the issuer suffers serious financial difficulty, which results in failure
of financial assets held by this Group to trade in the active market;

F. the debtor suffers material adverse effects in its technical, market,
economic or legal environment, which is likely to result in the failure
of this Group to recover its investment costs;

G. fair value of the equity instrument investment suffers serious or
non-temporary drop;

H. although it is impossible to identify whether the cash flow of
an asset in the financial asset portfolio has reduced, this Group
based on its overall evaluation through publicly available data
finds that the cash flow for such financial asset has since the initial
confirmation reduced as a matter of fact and such reduction can be
calculated;

I. other objective evidence indicating depreciation occurred to the
financial asset.

(2 Depreciation test and provision for the depreciation of financial
assets

A.accounts receivable
Depreciation test and provision for depreciation is detailed in Note
IV, Accounts payable.

B. financial assets for sale

Where the fair value of the financial asset for sale suffers significant
drop or such drop is anticipated to be non-temporary upon
consideration of all factors concerned, such depreciation loss is
confirmed based on the difference between the fair value and the
book value thereof, and provision for such depreciation is made. At
the time when the depreciation loss is confirmed, the accumulated
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loss due to the drop of the fair value which was directly taken into
the owners’ equity, shall be transferred upon confirmation and
taken into depreciation loss account.

C.loan

As for the financial asset measured at cost or amortized cost, the
book value thereof is reduced to the anticipated current value of
cash flow and taken into current profit and loss account once such
reduced amount is confirmed as depreciation loss. If objective
evidences indicate after confirmation of depreciation loss that
the value of such financial asset has recovered, which is further
objectively related to what has happened after the confirmation
of loss, the depreciation loss confirmed earlier shall be reverted,
and the book value of such reverted financial asset will not exceed
the amortized cost of such financial asset on the reverting date
assuming no provision for depreciation is made.

D. others

Where the equity instrument investment has not been quoted in
the active market and the fair value of which cannot be reliably
calculated, or the derivative financial asset which is linked with such
equity instrument and may only be settled through delivery of such
equity instrument suffers depreciation, the difference between the
book value of such equity instrument or derivative financial asset,
and the current value determined on the basis of the discount of
the prevailing similar market rate of return over the prospective
cash flow, shall be confirmed as depreciation loss and taken into the
current profit and loss account.

(1) Confirmation standards of bad debt reserves

On the balance sheet date, this Group performs inspection on the
book value of receivables. Depreciation provision is required for the
circumstance where objective evidences indicate that depreciation
occurs to the receivables.

(@ the debtor suffers serious financial difficulty;

(2 the debtor has breached the contract (such as failure or delay in
repayment of interests or the principal);

(@ the debtor is very likely to have bankruptcy or other financial
reorganization;

(@ other objective evidence indicating depreciation occurred to the
receivables.

(2) Provision policy for bad debt reserves

Receivables include receivables and other accounts receivable.
In the case where receivables are unable to be collected after
settlement with bankruptcy property due to the debtor’s
bankruptcy or death or where the debtor has failed to perform
his/her/its obligations for a period exceeding three years, such
receivables shall be confirmed as bad debts upon approval
according to this Group’s administration authority. This Group shall
provide for bad debt reserves for any potential bad debts.

On the balance sheet date, this Group performs overall depreciation
test on receivables. Where objective evidences indicate that
depreciation occurs, depreciation loss shall be determined
according to the difference in the present value of future cash flow
that is lower than the book value thereof, and provisions for bad
debts shall be required.
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(1) Determination of the long-term equity investment

The long-term equity investment acquired through a merger of
enterprises under the same control of the company is regarded
as the initial investment cost based on the proportion of book
value of owners’ equity of the merged party. As for the long-term
equity investment which has been acquired through a merger of
enterprises under different controls, the merger cost shall the sum of
the assets paid by, liabilities incurred to or borne by, the purchaser,
and the fair value of the issued equity securities. Auditing or legal
fees, evaluation or consulting agency fees, and other management
fees in relation to the merger paid by the purchaser are recorded
into the current profit and loss account. Transaction fees paid by
the purchaser for issuance of equity securities or bond securities
as a consideration for the merger shall be recorded as the initially
confirmed amount of such equity securities or debt securities.

The long-term equity investment acquired in ways other than
enterprise mergers shall be initially calculated at cost.

(2) Subsequent calculation and confirmation of investment income
or loss

Where there is no common control or significant influence over
the invested party, the long-term equity investment with no
quotation in the active market and the fair value of which is unable
to be reliably calculated, is calculated at cost. Long-term equity
investment which are commonly controlled by the invested party
or where there is significant influence is calculated at equity. Long-
term equity investment which are not controlled, or commonly
controlled by the invested party or where there is no significant
influence and the fair value of which is able to be reliably calculated,
is calculated as financial assets for sale.

Furthermore, the company adopts cost method to measure the
long-term equity controlled by the invested party.

(1) long-term equity investment calculated at cost

The long-term equity investment calculated at cost is valued based
on the initial investment cost. Other than the amount actually paid
for the investment or consideration that includes cash dividends
or profits declared however not yet distributed, the cash dividends
or profits declared for distribution by the invested party shall be
confirmed as the current investment income.

(2 Long-term equity investment calculated at equity

For long-term equity investment calculated at equity and where
the initial investment cost exceeds the identifiable fair value of
the net assets of the invested party at the time of investment, the
initial investment cost will not be adjusted. For long-term equity
investment where the initial investment cost is less than the
identifiable fair value of the net assets of the invested party at the
time of investment, the initial investment cost is adjusted, and the
difference is recorded into the current profit and loss account, while
and the cost of the long-term equity investment is adjusted.

For long-term equity investment calculated at equity, the current
profit or loss from investment shall be the net profit or loss
enjoyed or shared by the invested party at the time of investment.
Confirmation of such net profit or loss enjoyed or shared by the
invested party, shall be based on the identifiable fair value of the

assets of the invested party at the time of investment, and be
made upon adjustment on the net profit of the invested party, in
accordance with the accounting policies of this Group as well as the
accounting period concerned. As for profit and loss from internal
transactions which is not realized among this Group, and associates
and jointly controlled entities, the portion owned by this Group
based on the shareholding percentage is set off, and be confirmed
as the investment profit or loss accordingly. However if it is loss from
internal transactions which is not realized between this Group and
the invested party and is loss from asset depreciation as prescribed
in the “Corporate Account Principles No. 8 — Asset Depreciation”,
no setoff shall be made. Other consolidated income of the invested
party is confirmed as other consolidated income upon adjustment
on the book value of the long-term equity investment, and recorded
as capital surplus.

(3 Disposal of long-term equity investment

In the consolidated financial statement, the parent company may
partly dispose of the long-term equity investment of its subsidiary
without loss of control, and the difference between disposal of
the purchasing price and disposal of the net assets enjoyed by the
subsidiary is recorded into owners’ equity account. If the parent
company partly disposes of the long-term equity investment of
its subsidiary that result in its loss of control over the subsidiary, it
is dealt with in accordance with the relevant accounting policies
detailed in Note VII, “Compilation basis and method of consolidated
financial statement”.

Under other circumstances where the long-term equity investment
is disposed of, the difference between the book value and the actual
amount received in respect of the disposed equity is recorded in the
current profit and loss account. As for long-term equity investment
calculated at equity, the other consolidated income which was
originally recorded into owners’ equity at the time of disposal shall
be transferred to the current profit and loss account proportionally.
Residual equity is confirmed as a long-term equity investment or
other financial asset at its book value and calculated subsequently
pursuant to the foregoing accounting policies regarding long-term
equity investments or financial assets. Residual equity changed
from cost method to equity method is adjusted in a retroactive
manner as required under relevant regulations.

(3) Basis for the determination of common control or significant
influence on the invested party

Control refers to the power to decide on the financial and
operational policies of an enterprise, and to benefit from the
business activities of such enterprise. Common control refers to
control in a certain economic activity that is commonly shared as
agreed in a contract, and such control only exists upon mutual
agreement among investors who ought to share such control
for important financial and operational decisions in connection
with the said economic activity. Significant influence refers to the
power to participate in the decision of the financial and operational
policies of an enterprise, however with no control or common
control with others over the formulation of such policies. When
determining whether control or significant influence can be exerted
over the invested party, voting rights in terms of current convertible
corporate bonds , current executable warrants and others of the
investment enterprise and the invested party shall have been taken
into account.

(4) Depreciation test and provision for depreciation

On each balance sheet date, this Group performs depreciation test
on long-term equity investments. If the asset suffers depreciation, a
recoverable amount shall be estimated. If the recoverable amount
of the asset is lower than the book value thereof, provision for
depreciation loss shall be made according to the difference, and
recorded into the current profit and loss account.

Once depreciation loss is confirmed for the long-term equity
investment, it may not be reverted during later accounting period.

(1) Confirming standards of fixed assets

Fixed assets refer to tangible assets that are held for the
production of goods, provision of labor services, leases or business
management, with a service life of no less than one accounting year.
Fixed assets may only be confirmed upon satisfaction of both of the
following:

(I Economic benefit related to such fixed assets will likely go to the
company;

(2 The cost of such fixed assets may be reliably measured.
(2) Initial calculation of fixed assets

The fixed assets are initially calculated at cost. The cost of externally
purchased fixed assets, including purchase price and relevant tax as
well as transportation costs, handling costs, installation costs and
professional staff service fees attributable to the assets which incur
to enable the fixed assets to be operational as anticipated.

(3) Categorization of fixed assets

The fixed assets of this Group refer to buildings, electronic
equipments, office equipments and transportation facilities.

(4) Depreciation of fixed assets

(1) Determination of the depreciation method, service life,
anticipated net residual value rate and yearly depreciation: average
age method applies in the determination of depreciation of fixed
assets. The yearly depreciation rate is respectively determined as
follows subject to the category of the fixed asset, the service life and
anticipated net residual value:

Category Service life Anticipated net Yearly
residual valuerate depreciation rate

Buildings 35 years 4% 2.74 %

Electronic 3to5years 4%  19.20%-32.00 %

equipments

Office 5years 4% 19.20 %

equipments

Transportation 6 years 4% 16.00 %

facilities
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Depreciation provision method for fixed assets already provided
for depreciation is that for fixed assets already provided for
depreciation, provision for depreciation is made according to the
outcome of the original price of the fixed asset deducting the
estimated net salvage value, depreciation and devaluation, together
with remaining service life.

If the fixed asset is operational as anticipated, however has yet
to carry out project completion formalities, cost thereof shall
be determined based on the estimated value, and provision for
depreciation is made. Once the completion formalities are carried
out, the original temporary estimated value is re-adjusted based on
the actual cost, while depreciation amount already provided will not
need any further adjustment.

(2 Review of the service life, estimated net salvage value and
depreciation method of fixed assets: At least once at the end of
each year, this Group will review the service life, estimated net
salvage value and depreciation method of fixed assets. If there
is difference between the service life estimate and the original
estimate in respect of the fixed asset, the service life of the fixed
asset is adjusted. If the net salvage value estimate is different from
the original estimate, the estimated net salvage value is adjusted.
In the event of any substantial change to the anticipated realization
method relating to the economic benefit, the depreciation method
of the fixed asset is altered. Change of the service life, estimated net
salvage value and depreciation method of fixed assets is dealt with
as accounting estimate changes.

(5) Depreciation test and provision for fixed assets

For depreciation test and provision method for fixed assets,
Depreciation of non-current non-financial assets.

Costs for constructions-in-progress are determined at the actual
engineering costs, including all the engineering costs incurred
during the construction and other expenses in relation thereof.
When the construction-in-progress is operational as anticipated, it
becomes a fixed asset.

For depreciation test and provision method for construction-in-
progress, Depreciation of non-current non-financial assets.

(1) Intangible assets

Intangible assets refer to the intangible yet identifiable non-
monetary assets owned or controlled by this Group.

The intangible assets are initially calculated at cost. Any expenditure
related to intangible assets, where economic benefits related to
such assets will likely go to this Group and the cost of which can
be reliably calculated, is recorded as costs for intangible assets.
Expenditure for any other project is recorded as the current profits
or losses at the time it incurs.

Land use rights acquired are generally calculated as intangible
assets. As for the self-development of plants and buildings,
expenditure incurred in relation to the land use rights and costs
incurred by the buildings is calculated as intangible assets and fixed
assets, respectively. If the premises and buildings are purchased
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externally, the purchase prices shall be distributed between the land
use rights and the buildings, or if such distribution is unreasonable,
all are treated as fixed assets.

As for intangible assets with limited service life, the outcome of
the original value deducting the estimated net salvage value
and depreciation provision, shall from the date when they are
available for use, be amortized by the straight-line method on
installment within the anticipated service life. Intangible assets with
undetermined service life will not be amortized.

At the end of the period, intangible assets with limited service life
and the amortization method is reviewed. Any change occurred
is dealt with as accounting estimate changes. Furthermore the
service life of intangible assets with undetermined service life will
also be reviewed, and if any evidence indicates that the time limit
for the economic benefit brought by the intangible assets to the
company is foreseeable, it is necessary to estimate the length of
such service life, and amortization is carried out in accordance with
the amortization policies in respect of intangible assets with limited
service life.

(2) Depreciation test and provision for intangible assets

For depreciation test and provision method for intangible assets,
Depreciation of non-current non-financial assets.

The long-term deferred cost refers to all expenditures which have
already incurred to the company, should however be allocated to
this period and all subsequent periods, with a deferred period of
over one year. The long-term deferred cost shall be amortized over
the period that benefits the project.

As for fixed assets, construction-in-progress, intangible assets with
limited service life, real estate investment calculated at cost, long-
term equity investment on subsidiaries, jointly controlled entities,
associates, and other non-current non-financial assets, this Group
shall, on the balance sheet date, determine whether there are signs
for possible devaluation. If there is any sign, a recoverable amount
shall be estimated and depreciation test is performed. For good
will, intangible assets with undetermined service life and intangible
assets that are not operational, depreciation test shall be carried out
each year whether or not there are signs for possible devaluation.

If the depreciation test result indicates that the recoverable amount
for the asset is lower than its book value, provision for such difference
will be made and the difference will be recorded as depreciation
loss. The recoverable amount shall be the fair value of the asset
minus the higher of the net amount after disposal, and the current
value of the anticipated future cash flow. The fair value of the asset
is determined based on the offer price as prescribed in the sales
agreement at arm’s length. Where there is no sales agreement but
there is an asset active market, the fair value shall be determined
by the price offered by the asset purchaser. Where there is neither
sales agreement nor asset active market, the fair value of the asset
shall be estimated in order to have best information. Disposal costs
include legal fees, taxes, removal costs, and direct costs incurred to
enable the asset to be sellable. The current value of the anticipated
future cash flow of the asset is discounted at an appropriate

discount rate and confirmed based on the anticipated future cash
flow during the use of the asset and at the final disposal of the asset.
If it is difficult to estimate a single item of asset, the asset group that
such asset belongs to is used to determine the recoverable amount
of the asset group. An asset group is the smallest asset portfolio
which may incur cash inflow independently.

Good will is individually listed in the financial statement, and
when performing depreciation test, the book value of good will is
amortized among asset groups or asset portfolios which benefit
from the effect of enterprise mergers as anticipated. If test results
indicate that the recoverable amount for such asset groups or asset
portfolios with amortized good will is lower that the book value
thereof, depreciation loss is confirmed accordingly. The depreciation
loss amount will first set off the book value of the good will that is
amortized to such asset groups or asset portfolios, and further set
off proportionally the book value of assets other than the good will
in respect of such asset groups or asset portfolios.

Once depreciation loss is confirmed for the foregoing assets, it may
not be reverted to the recoverable value portion during any later
period.

This Group’s income includes interest income, service fees and
commission income and other incomes:

(1) Interest income

Interest income refers to the interest income arising from the fund
deposited in People’s Bank of China and other financial institutions
as well as loans granted and advances made, which shall be
calculated based on the time when the fund use right is assigned
and the applicable rate.

(2) Service fees and commission income

(1) Trust business service fees and financial consultation service
income

A. Service fees for trust businesses are realized subject to the profit
distribution statement or the liquidation statement as agreed in the
contract;

B. As for financial consulting services, service fees shall be
determined subject to the fulfillment and progress as stated in the
contract.

(2 Incomes from dealing of securities

Incomes from dealing of securities mainly refer to the incomes
confirmed on trading date of securities arising from dealing by
Hwabao Securities of securities.

@ Fund management income

Fund management income is fund management fees that Fortune
SGAM collects from its managed securities investment funds on a
monthly basis subject to the remuneration of the fund manager as
agreed in the fund contract. Such fund management fees shall be
confirmed according to the agreed amount receivable on a monthly
basis.

(3) Other income

The income is confirmed once this Group has performed its contract
obligations and received payment in relation thereof.

(1) Current income tax

On the balance sheet date, current tax liabilities (or assets) and
tax liabilities (or assets) incurred during previous periods shall
be calculated in accordance with the tax laws and regulations in
respect of amounts of taxes payable (or refundable). The amount
of taxable income, based on which the current income tax fees are
calculated are results from adjustment on the accounting profits
before tax of the current year according to the relevant tax laws.

(2) Deferred income tax assets and deferred income tax liabilities

The company adopts the balance sheet liability approach to confirm
deferred income tax assets and deferred income tax liabilities, in
respect of the difference between the book value of certain assets or
liabilities and tax basis thereof, as well as the provisional difference
between the book value of projects (which are not confirmed as
assets or liabilities however tax basis thereof may be determined as
provided under the tax laws), and tax basis thereof.

As for assets or liabilities in relation to the initial confirmation of
good will, and in relation to the initial confirmation of assets or
liabilities incurred during transactions which are not related to
those that are not enterprise mergers and have no effects on the
accounting profits or taxes payable (or which may set off losses)
when incurring, the provisional difference of taxes payable thereof
is not confirmed as deferred income tax liabilities. In addition, as for
the provisional difference of taxes payable concerning investments
by subsidiaries, associates or jointly controlled entities, if this Group
is able to control the return time of such provisional difference,
and such provisional difference is not likely to be reverted in the
foreseeable future, no deferred income tax liabilities concerned are
confirmed. Other than the foregoing exceptions, this Group will
confirm deferred income tax liabilities incurred from the provisional
difference of all other taxes payable.

As for the initial confirmation of assets or liabilities incurred during
transactions which are not related to those that are not enterprise
mergers and have no effects on the accounting profits or taxes
payable (or which may set off losses) when incurring, the deductible
provisional difference thereof is not confirmed as deferred income
tax assets. In addition, as for the deductible provisional difference
concerning investments by subsidiaries, associates or jointly
controlled entities, if such provisional difference is not likely to be
reverted in the foreseeable future or if it is not likely to acquire the
amount of taxable income to set off the deductible provisional
difference, no deferred income tax assets concerned are confirmed.
Other than the foregoing exceptions, this Group will, subject to the
strong likelihood to acquire the amount of taxable income to set off
taxes payable of the deductible provisional difference, confirm the
deferred income tax assets accordingly.

Deferred income tax assets are confirmed regarding deduction
and setoff for losses and taxes that can be forwarded to later years,
subject to the strong likelihood to acquire the future amount of
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taxable income to set off losses and taxes.

On the balance sheet date, deferred income tax assets and deferred
income tax liabilities are calculated at the tax rate applicable to
the anticipated recovery of assets concerned or payoff of liabilities
concerned pursuant to tax laws.

On the balance sheet date, the book value of deferred income tax
assets is reviewed. If no sufficient amount of taxes payable is likely
to be acquired to set off the benefits of the deferred income tax
assets, the book value of deferred income tax assets will decrease.
Once a sufficient amount of taxes payable is likely to be acquired,
the decreased amount is reinstated.

(3) Income tax fees

Income tax fees include current income taxes and deferred income
taxes.

Except for current income taxes and deferred income taxes of
other consolidated incomes or in relation to transactions or matter
directly recorded as owners’ equity which are recorded as other
consolidated incomes or owners’ equity as confirmed, together with
adjustment of the book value of good will of the deferred income
tax as a result of the enterprise merger, all other fees or revenues for
the current income taxes and deferred income taxes are recorded as
current profits and losses.

This Group records its operation of lease business as a lessee.

Rent paid for the operating lease is recorded by the straight-
line method as asset costs or the current profits and losses for
each period during the lease period. The initial direct expenses
are recorded as current profits or losses, and the contingent rent
is recorded as the current profits or losses at the time of actual
incurrence thereof.

This Group regards employee salaries and remunerations payable
to employees who provide services during the accounting period as
liabilities.

This Group has as required participated in the staff's social security
system established by government organizations, including
pension insurance, medical insurance, housing funds and other
social security system. Expenditure in this regard is recorded as the
current profits or losses at the time of actual incurrence thereof.

Compensation is proposed in connection with the dissolution
of labor relations with any employee prior to the expiry of
the labor contract concerned, as encouragement for staff’s
voluntary severance. If this Group has formulated an official labor
relationship plan or put forward voluntary severance proposal,
which is implemented shortly, and meanwhile this Group may
not unilaterally revoke such labor relationship plan or voluntary
severance proposal, the anticipated liabilities incurred as a result of
the said dissolution are recorded as current profits and losses.
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(1) Trust investment risk reserve

The trust investment risk reserve is the reserve accrued from after-
tax profits on a yearly basis to prevent trust investment risks. Each
year, the company puts aside 10% of the net profit of the year as
the trust investment risk reserve (It was 5% for the year of 2009 and
increased to 10% effective from the year of 2010 upon approval by
the board of directors of the company).

(2) Foreign exchange exposure reserve

Provision for foreign exchange exposures is the reserve accrued
from after-tax profits on a yearly basis to prevent foreign exchange
exposures. Each year, the company puts aside 50% of the net profit
in the foreign currency statement as the provision for foreign
exchange exposures.

(3) Fund risk reserve

The fund risk reserves of the company are accrued by 10% of the
fund management income of Fortune SGAM. Fund risk reserves may
not be accrued once the amount reaches 1% of the net asset value
of fund.

(4) General risk reserve and transaction exposure reserve

The general risk reserve is accrued from the after-tax profit by 1% of
the closing balance against loans, long-term equity investment and
other risk assets.

Every year Hwabao Securities accrues 10% of the net profit for the
year, respectively as the general risk reserve and the transaction
exposure reserve.

>

_ Changes in accounting policies and estimates and
explanations for error corrections

Contents and Reasons

Name of Affected Item in
the Statement

Affect Amount

In December 2010, Hwabao Securities had capital
increase of RMB 1 billion. Prior to the capital increase, the
company held 99.922% shares of Hwabao Securities, and
after the capital increase, the company holds 40.5592%
shares of Hwabao Securities. The company’s control over
Hwabao Securities has become significant influence,
and this long-term equity investment is calculated by
equity method instead of cost method. In accordance
with “Corporate Accounting Principles No. 2 - Long-term
Equity Investment”, retroactive adjustment is made to
the foregoing change of equity. This adjustment will only
affect the individual financial statement of the company.

Long-term equity investment
dated 31 December 2009

Capital surplus dated 31
December 2009

Surplus reserves dated 31
December 2009

General risk reserves dated 31
December 2009

Undistributed profits dated 31
December 2009

74,320,740.68 increase

1,627,861.76 increase

7,269,287.89 increase

3,634,643.95 increase

61,788,947.08 increase

Item Change of Merger Range
Capital surplus 1,627,861.76
Surplus reserves 7,269,287.89
General risk reserves 3,634,643.95
Undistributed profits 61,788,947.08
Total 74,320,740.68

|5 v

_ Taxes
Tax Tax rate Basis of tax assessment
Income tax 25% Amount of taxable income
Turnover tax 5% Amount of taxable turnover
City planning tax 7% Amount of taxable turnover tax
Additional education cost 3% Amount of taxable turnover tax
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Enterprise consolidation and consolidated financial statement

(1)Determination principles for the scope of the consolidated
financial statement

The consolidated financial statement of the company is determined
based on controlling. Controlling refers to the power of this
company to decide on the financial and operational policies of the
invested party, and thereby benefiting from the business activities
of such party. The scope of consolidation includes the company
and all subsidiaries thereof. A subsidiary refers to an enterprise or a
principal that is controlled by the company.

(2) Compilation method of the consolidated financial statement

From the day on which this Group acquires the net assets and the
actual control over a subsidiary in respect of its production and
operation decisions, this Group will incorporate such subsidiary
into the scope of consolidation. From the day when such actual
control is lost, such incorporation will cease to exist. As for a
subsidiary that has been disposed of, operating results and cash
flow prior to the disposal date have been properly included in the
consolidated income statement and the consolidated cash flow
statement. As for a subsidiary that is disposed of during the current
period, no adjustment is made to the amounts at the beginning
of the period in the balance sheet. For a subsidiary that is added
not due to the merger of enterprises under the common control,
operating results and cash flow after the date of the acquisition have
been properly included in the consolidated income statement and
the consolidated cash flow statement, and no adjustment is made
to the amounts at the beginning of the period and the numbers of
comparison in the consolidated financial statement. For a subsidiary
that is added due to the merger of enterprises under the common
control, operating results and cash flow from the beginning of the
current period of the acquisition to the date of the acquisition have
been properly included in the consolidated income statement and
the consolidated cash flow statement, while adjustment is made to
the numbers of comparison in the consolidated financial statement.

In the event that at the compilation of the consolidated financial
statement the accounting policy or the accounting period used
by the subsidiary does not comply with that used by the parent

company, the financial statement of the subsidiary shall be adjusted
as required according to the accounting policy or the accounting
period of the company. For a subsidiary that is acquired not due to
the merger of enterprises under the common control, the financial
statement of such subsidiary shall be adjusted on the basis of the
fair value of the identifiable net assets on the date of acquisition.

All the major transaction balance, trade and unrealized profits are
offset at the compilation of the consolidated financial statement.

Interests of the subsidiary’s shareholders and the portion in the
current profits and losses that do not belong to the company are
separately listed as minority interests and profits and losses of the
minority interests under shareholders’ interests and net profits in
the consolidated financial statement. The portion in the current
profits and losses of the subsidiary that belongs to the minority
interests is listed as the profit and loss of the minority interests
under the net profits in the consolidated income statement. If the
loss of the subsidiary shared by the minority shareholder exceeds its
share of the owners’ equity of the subsidiary at the beginning of the
period, it will write down the minority interests.

Where control over the original subsidiary is lost due to the
disposal of partial equity investment or other reasons, the residual
equity will be re-calculated based on the fair value thereof on the
day the control is lost. The sum of the consideration for disposal
of equity and the fair value of the residual equity minus the
difference of the share of the original subsidiary, in proportion to
the original shareholding ratio starting from the purchase date,
is recorded as investment incomes in the current period of the
control loss. Other consolidated income in relation to the equity
investment of the subsidiary is also transferred to the current
investment income account at the time when the control is lost.
Subsequently the residual equity is calculated subsequently in
accordance with “Corporate Accounting Principles No. 2 - Long-
term equity investment” or “Corporate Accounting Principles No. 22
- Confirmation and calculation of financial instruments”. For details,
Long-term equity investment, or Financial assets and financial
liabilities.

Company name Registration place Registered capital Actual investment  Shareholding ratio Primary Business
(RMB 10,000) (RMB 10,000)

Fortune Shanghai 15,000.00 6,700.00 51.00 % Fund initiation,

SGAM Fund establishment and

Management Co., management

Ltd.
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On 9 December 2010, Hwabao Investment Co., Ltd. contributed RMB
1 billion to increase the capital of Hwabao Securities, a subsidiary
of this Group. Hwabao Investment and this Group are under
the common control of Baosteel Group, and Hwabao Securities
completed the industrial and commercial change registration
on 14 December 2010. After this change of equity, this Group no
longer has control over Hwabao Securities, which is therefore not
incorporated in the scope of consolidation. The date on which the
control is lost was 31 December 2010.

Shareholders of Hwabao Securities agree that the net profits and
other consolidated incomes of Hwabao Securities for the year
of 2010 are shared by the original shareholders in proportion to
their original capital contribution ratios. The net profits and other
consolidated incomes of Hwabao Securities for the year of 2010 are
RMB 77,943,995.93 and -RMB 14,463,007.03, respectively.

VIII.
Lease

Operating lease (lessee)

Remaining lease period Minimal lease payment

1 year (inclusive of 1 year) 37,782,772.34
Over 1 year but less than 2 23,733,043.64
years (inclusive of 2 years)

Over 2 year but less than 3 13,843,124.70
years (inclusive of 3 years)

Over three years 65,446,265.00
IX.

Contingent issues

As on 31 December 2010, the company has provided Zhoushan
Shipping Company with a loan guarantee of RMB 2.43 million Yuan
(Zhoushan Blueroad Co., Ltd. has provided the company with a
counter guarantee for this purpose).

X.

_ Undertaken issues

As on 31 December 2010, the company has not made any material
undertaking, except for the minimal lease payment of this Group as
a lessee of the operating lease as disclosed in Lease.

(1) Financial standing of Hwabao Securities

Item Net assets on the control Net assets at the previous

loss date year end
Assets 3,148,544,867.63 3,313,630,417.54
Liabilities 1,401,823,513.59 2,630,390,052.40
Net assets 1,746,721,354.04 683,240,365.14

(2) Operating results of Hwabao Securities

Item From the beginning of the year
to control loss date
Operating income 230,204,679.62
Operating expense 130,205,894.52
Total profit 100,507,968.19
Net profit 77,943,995.93
(3) Cash flow of Hwabao Securities
Item From the beginning of the year
to control loss date
Net cash flow from business activities -2,396,290,534.81
Net cash flow from investment activities -18,020,240.55

Net cash flow from fundraising activities
Net increase of cash and cash equivalent
Balance of cash and cash equivalent at the
end of the period

1,000,000,000.00
-1,414,552,349.46
1,412,552,193.45

XI.
_Issues after the balance sheet date

On 6 January 2011, the company applied to increase it registered
capital by RMB1,000,000,000.00, to be contributed by Baosteel
Group Corporation and Zhoushan Finance Bureau in the form
of cash and by transfer of the undistributed profits to increase
the registered capital, pursuant to the resolutions of the 13th
General Meeting and the amended articles of association, which
were approved by CBRC Shanghai Commission in 22 December
2010 in the “Approval for the Change of Registered Capital and
Amendment of Articles of Association of Hwabao Trust Co.,
Ltd.” numbered HuYinJianFu [2010] 936. Upon such change, the
registered capital of Hwabao Trust becomes RMB 2,000,000,000.00.
The aforementioned capital increase has been verified by RSM
China Certified Public Accountants Co., Ltd. and a report of RSM
YanZi [2011] No. 002 for verification of capital has been issued.
The company completed the industrial and commercial change
registration on 14 January 2011.

XII.
_ Other material particulars

As on 31 December 2010, the company does not have any other
material particular to be disclosed.

XIII.
_ Approval of the financial statement

The financial statement of this year were approved by the Board of
Directors of the company on 28 February 2011.
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In February, the supporting real estate trust project
commenced in Chang Xing Island. We provided capital support
to secure the housing construction, and experimented in the
investment on supporting real estate and affordable housing
projects.
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In May, significant progress was made in respect of charitable
trust as the trust established for the Youth Business Foundation
of China operated smoothly, the “Picking the Pearl” Plan

progressed stably and had won recognition from regulatory
authorities, industries and the society.
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In May, the all new visual identification system of logo, English

trade name, print advertisements and others of the company
were officially put to use.

Company Milestones saxs:
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In June, at the Fourth “Sincere Trust” Selection held by the
Shanghai Securities News, the company was awarded “Sincere
Trust - Outstanding Company Award for Year 2009".
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In July, the trust assets under management of the company
reached beyond RMB 100 billion.
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In August, at the Third “Excellent Trust Company in China”
Selection held by the Securities Times, the company was
awarded the “Excellent Trust Company in China”; HAN Li Hui,
a senior project manager of the Trust and Investment Banking
Department was awarded the “Excellent Trust Manager in
China’, the “Bao Ying Stable Portfolio Investment Fund Trust”
product was awarded the “Best Portfolio Investment Trust
Product’, the “Zhangjiang Juhui No. 1/No. 2 Secured Loan and
Pooled Fund Trust Scheme” was awarded the “Best Trust Loan
Product’, and the “Hwabao Trust Enterprise Annuity Scheme”
was awarded the “Most Influential Brand (Product)”.
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In December, due to the increase of capital of Hwabao
Securities as invested by Hwabao Investment, the shares of
Hwabao Securities held by the company decreased from

99.922% to 40.559%, and as a result, the company became an
ordinary shareholder instead of a controlling shareholder.
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Despite that the Shanghai Stock Exchange indices suffered a
14.31% drop throughout the year of 2010, the Baosteel Annuity
undertaken and managed by the company had a 6.81% return
on investment, which was significantly higher than the average
of the annuity market.
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In December, a “Strategic Cooperation Agreement” was entered
into with the Agriculture Bank, which further tightened the
cooperation with the Bank.
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In December, a new employee benefit investment product,
the first in the industry, that is, Li De Bao Pooled Fund Trust
Scheme was designed and developed successfully, and passed
the report and approval for innovative products by regulatory
authorities.

For Year 2010
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With implementation of the combination of industry with
finance, Zhanjiang Long Tang logistics loan, Baosteel Metal
trust loan, Ningbo Steel trust Loan were completed one after
another and the fund raised therefrom reached approximately
RMB 1.2 billion. Accounts receivable phase 3 for the Luojing
Project of Baosteel Group was issued successfully and the
fund raised therefrom reached approximately RMB 2.5 billion.
By giving full play to the business features and operation
advantages with the [Baosteel Architectural Design and
Engineering Institute], and exploring the combination of real
estate finance with steel structured EPC business, we build the
green real estate fund concept.
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