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The Board of Directors of Aluminum Corporation of China Limited (the “Company”) is pleased to announce the unaudited

interim results of operations of the Company, its subsidiaries and jointly controlled entities (the “Group”) for the six
months ended June 30, 2003, and would like to express our gratitude to our shareholders and the staff for their concern
and support for the Company.

RESULTS

The consolidated turnover and other revenues of the Group for the six months ended June 30, 2003 amounted to
RMB10,566.2 million, representing an increase of 28.1% as compared with the same period last year. The consolidated
profit (after income taxes) for the period amounted to RMB1,575.0 million, representing an increase of 175.2% as

compared with the same period last year. The basic earnings per share amounted to RMB0.15.

CONDENSED INTERIM FINANCIAL STATEMENTS

CONDENSED CONSOLIDATED PROFIT AND LOSS ACCOUNT
FOR THE SIX MONTHS ENDED JUNE 30, 2003

Unaudited
Six months ended June 30,

2003 2002
Note RMB’000 RMB’000

Turnover 2 10,339,514 7,994,753
Cost of goods sold 2 7,196,805 6,323,525

Gross profit 3,142,709 1,671,228
Other revenues 2 226,656 250,885
Expenses related to other revenues 3 194,664 235,738

Other revenues, net 31,992 15,147

Selling and distribution expenses 4 241,581 248,551
General and administrative expenses 5 550,373 329,594
Research and development expenses 53,634 38,181

Other (income) expenses, net 6 (4,053) 18,919

Operating profit 2,333,166 1,051,130

Finance costs 227,618 272,290

Operating profit after finance costs 2,105,548 778,840

Share of profit (loss) of jointly controlled entities 1,073 (168)

Profit before income taxes 2,106,621 778,672

Income taxes 9 463,125 187,681

Profit after income taxes 1,643,496 590,991

Minority interests 68,477 18,641

Profit for the period 1,575,019 572,350

RMB RMB
Basic earnings per share 10 0.15 Yuan 0.05 Yuan
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CONDENSED CONSOLIDATED BALANCE SHEET
AS OF JUNE 30, 2003

Unaudited Audited
As of As of

June 30, December 31,
Note 2003 2002

RMB’000 RMB’000

Intangible assets 11 714,898 736,937
Property, plant and equipment 11 23,545,194 22,563,565
Interests in jointly controlled entities 21,714 17,695

Long-term investments 11,058 11,058
Deferred tax assets 110,925 32,734
Current assets

Inventories 3,748,263 3,256,736
Accounts receivable, net 12 1,295,279 1,915,848
Due from related parties 13 467,268 472,629

Other current assets 14 618,831 570,508
Bank balances and cash:

Pledged bank balances 60,681 46,169
Cash and cash equivalents 2,456,509 2,296,085

Total bank balances and cash 2,517,190 2,342,254

Total current assets 8,646,831 8,557,975

Current liabilities
Accounts payable 15 1,897,178 1,971,509

Due to related parties 13 496,981 761,069
Other payables and accruals 2,916,365 2,804,036
Taxation payable 541,688 369,022

Current portion of long-term loans 17 948,916 1,053,984
Unsecured short-term loans 3,960,240 4,049,290

Total current liabilities 10,761,368 11,008,910

Net current liabilities (2,114,537) (2,450,935)

Total assets less current liabilities 22,289,252 20,911,054

Financed by:
Issued capital and reserves 16 16,627,488 15,523,947

Minority interests 562,467 437,809
Non-current liabilities

Long-term loans 17 5,099,297 4,949,298

22,289,252 20,911,054
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CONDENSED CONSOLIDATED STATEMENT OF CHANGES IN EQUITY
FOR THE SIX MONTHS ENDED JUNE 30, 2003

Unaudited
Six months ended June 30, 2003

Statutory Statutory
Capital surplus public

Share reserve reserve welfare fund
capital (Note 16 (Note 16 (Note 16 Retained

(Note 16(a)) (b)(i)) (b)(ii)) (b)(iii)) earnings Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

As of January 1, 2003 10,499,900 3,310,258 198,486 190,469 1,324,834 15,523,947
Profit for the period — — — — 1,575,019 1,575,019

Dividend — — — — (471,478) (471,478)
Transfer to capital reserve

(Note 16(b)(i)) — 44,476 — — (44,476) —

As of June 30, 2003 10,499,900 3,354,734 198,486 190,469 2,383,899 16,627,488

Unaudited
Six months ended June 30, 2002

Statutory Statutory
Capital surplus public

Share reserve reserve welfare fund
capital (Note 16 (Note 16 (Note 16 Retained

(Note 16(a)) (b)(i)) (b)(ii)) (b)(iii)) earnings Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

As of January 1, 2002 10,352,942 3,252,461 50,646 47,836 392,200 14,096,085

Issue of new shares at a
premium 146,958 68,212 — — — 215,170

Share issue expenses — (10,415) — — — (10,415)

Profit for the period — — — — 572,350 572,350
Dividend — — — — (178,498) (178,498)

As of June 30, 2002 10,499,900 3,310,258 50,646 47,836 786,052 14,694,692
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CONDENSED CONSOLIDATED CASH FLOW STATEMENT
FOR THE SIX MONTHS ENDED JUNE 30, 2003

Unaudited
Six months ended June 30,

2003 2002
RMB’000 RMB’000

Net cash inflow from operating activities 2,297,410 262,397

Net cash outflow in investing activities (1,663,058) (1,329,512)

Net cash outflow in financing activities (473,928) (300,835)

Increase/(decrease) in cash and cash equivalents 160,424 (1,367,950)

Cash and cash equivalents at beginning of the period 2,296,085 4,273,651

Cash and cash equivalents at end of the period 2,456,509 2,905,701

Analysis of balances of cash and cash equivalents:
Bank balances and cash, not pledged 2,456,509 2,965,701

Less: Term deposits with initial term of over
three months — (60,000)

2,456,509 2,905,701
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

6 OTHER (INCOME) EXPENSES, NET

Unaudited
Six months ended June 30,

2003 2002
RMB’000 RMB’000

Government subsidies (4,297) —

Interest waived (Note (a)) (44,476) —
Net exchange loss 7,009 18,622
Penalties, fines and compensations (25) 411

Loss (gain) on short-term investments
- realized — (114)
- unrealized 86 —

Loss on futures contracts
- realized 35,266 —
- unrealized 2,384 —

(4,053) 18,919

(a) The gain was related to an arrangement made between the Company and China Construction Bank for

full settlement of the outstanding loans and related interest payable of RMB99.48 million by the payment
by the Company of a lump sum of RMB55.00 million during the period.

7 STAFF COSTS

Unaudited
Six months ended June 30,

2003 2002
RMB’000 RMB’000

Wages and salaries 807,605 743,316
Housing subsidies 67,403 57,939

Contributions to the retirement schemes 157,171 154,470
Welfare and other expenses 187,364 148,625

1,219,543 1,104,350

8 EXPENSES CHARGED TO THE PROFIT AND LOSS ACCOUNT

Unaudited
Six months ended June 30,

2003 2002
RMB’000 RMB’000

Depreciation 936,903 926,086

Operating lease rentals in respect of land and buildings 67,473 70,508
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9 TAXATION

(a) The amount of taxation charged to the profit and loss account represents:

Unaudited
Six months ended June 30,

2003 2002
RMB’000 RMB’000

Current taxation:
PRC income tax 575,392 165,393
Overprovision in prior period (34,430) —

Deferred tax (78,191) 22,288

462,771 187,681
Share of income tax attributable to jointly

controlled entities 354 —

463,125 187,681

(b) The current PRC income taxes of the Company, its subsidiaries and the jointly controlled entities have
been provided at the basic tax rate of 33% on the assessable profits for the respective periods, except
for those related to the following operations in the Group:

(i) Pursuant to “Guo Ban Fa 2001 No.73” dated September 29, 2001 issued by the State Council
of the PRC and approved by the respective local tax authorities in late 2002, three branches of

the Company located in the western region of China (namely Guangxi branch, Qinghai branch
and Guizhou branch) were granted a tax concession to pay PRC income tax at a preferential rate
of 15%. The preferential tax rate is applicable to qualified operations in specified regions with

retroactive effect from January 1, 2001 for a ten-year period to December 31, 2010 so long as
the relevant branches continue to engage in qualified operations in their respective regions.

(ii) A subsidiary in the Shandong province is taxed at a preferential rate of 15% as it is classified as
a “high-tech” enterprise in its province for tax purposes.

(c) Prior to the group reorganization which took place in 2001, the Core Units now comprising the Group
were separate independent entities for tax reporting and filing purposes. Certain of these Core Units
had incurred tax losses in previous periods. Given the restrictions on the utilization of such tax losses for

periods subsequent to the group reorganization, the Company is awaiting final agreement by the relevant
tax authorities regarding the use of such tax losses. The resulting deferred tax benefit arising from these
tax losses of approximately RMB203 million (December 31, 2002: RMB220 million) has not been recognized

in the financial statements.
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

10 EARNINGS PER SHARE

The calculation of basic earnings per share for the six months ended June 30, 2003 is based on the Group’s
profit for the period of RMB1,575,019,000 (six months ended June 30, 2002:RMB572,350,000) and the outstanding

number of 10,499,900,153 shares in issue (six months ended June 30, 2002: weighted average number of
10,491,735,811 shares) during the period.

As there are no dilutive securities, there is no difference between the basic and diluted earnings per share.

11 CAPITAL EXPENDITURE

Total Property,
Mining intangible plant and

Goodwill rights assets equipment
RMB’000 RMB’000 RMB’000 RMB’000

Audited
Net book amount as of

December 31, 2002 455,982 280,955 736,937 22,563,565

Unaudited
Additions — — — 2,130,840
Disposals — — — (34,731)

Amortization/depreciation
charge for the period (12,324) (9,715) (22,039) (1,020,300)

Impairment losses — — — (94,180)

Net book amount as of
June 30, 2003 443,658 271,240 714,898 23,545,194
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

12 ACCOUNTS RECEIVABLE, NET

Unaudited Audited
As of As of

June 30, December 31,
2003 2002

RMB’000 RMB’000

Trade receivables (Note (a)) 466,260 847,792

Bills receivables (Note (b)) 829,019 1,068,056

1,295,279 1,915,848

Unaudited Audited
As of As of

June 30, December 31,

2003 2002
RMB’000 RMB’000

(a) Trade receivables

Gross trade receivables 795,296 1,174,559
Less: Provision for doubtful accounts (329,036) (326,767)

466,260 847,792

The Group performs periodic credit evaluation on its customers and different credit policies are adopted
for individual customers accordingly.

Certain of the Group’s sales were on advance payment or documents against payment. A credit period,
which may be extended for up to one year, may be granted, subject to negotiation, in respect of sales

to large or long-established customers.

As of June 30, 2003, the aging analysis of trade receivables, net of provision made, was as follows:

Unaudited Audited
As of As of

June 30, December 31,

2003 2002
RMB’000 RMB’000

Within 1 month 200,303 284,834

Between 2 and 6 months 84,978 269,880
Between 7 and 12 months 116,416 115,900
Between 1 and 2 years 42,743 165,022

Between 2 and 3 years 21,820 12,156

466,260 847,792

(b) Bills receivables are bills of exchange with maturity dates within six months.
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

13 DUE FROM/TO RELATED PARTIES

(a) Due from related parties

As of June 30, 2003, the aging analysis of amounts due from related parties, which are trading in nature,
was as follows:

Unaudited Audited
As of As of

June 30, December 31,

2003 2002
RMB’000 RMB’000

Within 1 month 7,136 10,476
Between 2 and 6 months 5,500 12,277
Between 7 and 12 months 6,502 7,966

Between 1 and 2 years 112,416 122,659

131,554 153,378

Other receivables from the fellow subsidiaries, the jointly controlled entities and other related parties
are unsecured, non-interest bearing and are repayable on demand.

(b) Due to related parties

As of June 30, 2003, the aging analysis of amounts due to related parties, which are trading in nature,

was as follows:

Unaudited Audited

As of As of
June 30, December 31,

2003 2002
RMB’000 RMB’000

Within 1 month 33,119 47,142
Between 2 and 6 months 3,578 56,130

Between 7 and 12 months 3,974 1,273
Over 1 year — 559

40,671 105,104

Other payables to holding company, fellow subsidiaries and other related parties are unsecured, non-

interest bearing and are repayable on demand.
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

14 OTHER CURRENT ASSETS

Unaudited Audited
As of As of

June 30, December 31,
2003 2002

RMB’000 RMB’000

Purchase deposits to suppliers 291,141 269,474
Other deposits and prepayments 203,810 161,554

Value-added tax recoverable 5,635 9,877
Short-term listed investments, at fair value 5,148 4,859
Others (Note (a)) 113,097 124,744

618,831 570,508

(a) As of June 30, 2003, the balances were stated net of provision for doubtful receivables of RMB174,481,000

(As of December 31, 2002: RMB148,542,000).

15 ACCOUNTS PAYABLE

Unaudited Audited
As of As of

June 30, December 31,

2003 2002
RMB’000 RMB’000

Trade payables (Note (a)) 1,260,172 1,348,816

Bills payable (Note (b)) 637,006 622,693

1,897,178 1,971,509
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

15 ACCOUNTS PAYABLE (continued)

(a) Trade payables

As of June 30, 2003, the aging analysis of trade payables was as follows:

Unaudited Audited

As of As of
June 30, December 31,

2003 2002
RMB’000 RMB’000

Within 1 month 603,653 768,637

Between 2 and 6 months 474,157 387,728
Between 7 and 12 months 92,601 74,221
Between 1 and 2 years 67,205 60,817

Between 2 and 3 years 6,409 3,420
Over 3 years 16,147 53,993

1,260,172 1,348,816

(b) Bills payable are repayable within six months.

16 ISSUED CAPITAL AND RESERVES

(a) Share capital

Unaudited Audited
As of As of

June 30, December 31,

2003 2002
RMB’000 RMB’000

Registered, issued and fully paid:

10,499,900,153 (2002: 10,499,900,153)
 shares of RMB1.00 each 10,499,900 10,499,900

As of January 1, 2002, the Company’s registered, issued and fully paid share capital amounted to
RMB10,352,942,000. In January 2002, the registered, issued and fully paid capital of the Company were
both further increased to RMB10,499,900,153 by the issuance of an additional 146,958,153 new H shares

of RMB1.00 each to the public upon the exercise of the Over-allotment Option by the Joint Global Coordinators
of the Global Offering (“Over-allotment”). As part of this exercise, a total number of 14,695,815 domestic
shares in issue owned as to 9,447,940 domestic shares by Aluminum Corporation of China (“Chinalco”

or the “holding company”) and as to 5,247,875 domestic shares in total by the three minority shareholders
were converted to H shares and sold to the public. As of June 30, 2003 and December 31, 2002, total
domestic shares and H shares were 7,750,010,185 shares and 2,749,889,968 shares, respectively.
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

16 ISSUED CAPITAL AND RESERVES (continued)

(b) Reserves

(i) Capital reserve

Unaudited Audited

As of As of
June 30, December 31,

2003 2002
RMB’000 RMB’000

Capital reserve represents:

Premium on issue of shares upon
group reorganization 2,403,804 2,403,804

Premium on subsequent issue of shares

to the public 803,454 803,454
Gain on waiver of interest 147,476 103,000

3,354,734 3,310,258

Capital reserve can only be used to increase share capital. The increase during the period is due
to the gain on waiver of interest as set out in Note 6(a). Pursuant to PRC accounting standards

on debt restructuring, any gains arising from debt restructuring which represent the difference
between the final settlement and the carrying value of the debt concerned are directly reflected
in capital reserve and therefore not distributable. Accordingly, a transfer of the same amount has

been made from retained earnings to reflect its non-distributable nature.

(ii) Statutory surplus reserve

In accordance with the relevant PRC laws and financial regulations, every year the Company is
required to transfer 10% of the profit after taxation prepared in accordance with PRC accounting

standards to the statutory surplus reserve until the balance reaches 50% of the paid-up share
capital. Such reserve can be used to reduce any losses incurred and to increase share capital.
Except for the reduction of losses incurred, any other usage should not result in this reserve balance

falling below 25% of the registered capital.
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

16 ISSUED CAPITAL AND RESERVES (continued)

(b) Reserves (continued)

(iii) Statutory public welfare fund

In accordance with the relevant PRC laws and financial regulations, every year the Company is

required to transfer between 5% to 10% of the profit after taxation prepared in accordance with
PRC accounting standards to the statutory public welfare fund. The use of this fund is restricted
to capital expenditure for employees’ collective welfare facilities, the ownership in respect of which

belongs to the Group. The statutory public welfare fund is not available for distribution to shareholders
except under liquidation. Once the capital expenditure on staff welfare facilities has been made,
an equivalent amount must be transferred from the statutory public welfare fund to the discretionary

surplus reserve, a reserve which can be used to reduce any losses incurred or to increase share
capital.

No transfer has been made to statutory surplus reserve and statutory public welfare fund from profit for
the period. The Company, however, has retained sufficient funds for such purpose and these transfers
shall be made at the end of the year in accordance with the articles of association of the Company.

17 LONG-TERM LOANS

Long-term loans include bank loans and other loans which are analyzed as follows:

Unaudited Audited
As of As of

June 30, December 31,
2003 2002

RMB’000 RMB’000

Loans - unsecured 6,048,213 6,003,282

Current portion of long-term loans (948,916) (1,053,984)

5,099,297 4,949,298
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

17 LONG-TERM LOANS (continued)

As of June 30, 2003, the Group’s bank loans and other borrowings were repayable as follows:

Bank loans

Unaudited Audited
As of As of

June 30, December 31,
2003 2002

RMB’000 RMB’000

Within one year 869,938 841,131
In the second year 719,704 889,399

In the third to fifth year 3,573,360 2,761,494
After the fifth year 600,813 942,985

5,763,815 5,435,009

Other loans

Unaudited Audited

As of As of
June 30, December 31,

2003 2002
RMB’000 RMB’000

Within one year 78,978 212,853
In the second year 105,420 105,420

In the third to fifth year 100,000 250,000

284,398 568,273

Total

Unaudited Audited

As of As of
June 30, December 31,

2003 2002
RMB’000 RMB’000

Within one year 948,916 1,053,984
In the second year 825,124 994,819

In the third to fifth year 3,673,360 3,011,494
After the fifth year 600,813 942,985

6,048,213 6,003,282
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

18 LITIGATION AND CONTINGENT LIABILITIES

(a) Litigation

As of June 30, 2003, the Group has no significant pending litigation.

(b) Compensation with regard to the formation of an equity joint venture

Pursuant to a memorandum of understanding dated November 12, 2001 (the “MOU”) signed between

the Company and Alcoa International (Asia) Limited (“Alcoa”), the two parties have agreed to form a
50/50 equity joint venture which will own and operate the alumina and primary aluminum production
facilities owned by a branch of the Company in Pingguo, Guangxi (the “Pingguo JV”). Pursuant to the

Subscription Agreement pertaining to which Alcoa acquired shares in the Company, if the final joint
venture agreement of the Pingguo JV is not executed within eight months of the closing of the Company’s
global offering or if all necessary relevant PRC government approvals for the Pingguo JV are not obtained

within 12 months of the closing of the Company’s global offering due to the failure of a party to abide
by its expressions of intent in the MOU, then that party would be obligated to pay US$7.5 million (approximately
RMB62.1M) to the other party as compensation.

Although the final joint venture agreement was not executed within eight months of the closing of the
Company’s global offering, the Company continues to work actively and closely with Alcoa to conclude
the joint venture agreement consistently with its expressed intentions in the MOU.

On December 17, 2002 a joint announcement was made by the Company and Alcoa regarding the revised
timetable in formalizing the Pingguo JV. According to this joint announcement, both parties were satisfied

with the progress of preparations and up to now, the parties are actively pushing forward the formation
of the joint venture. The Company has not made a claim against Alcoa nor, according to the Directors,
has Alcoa asserted a claim against the Company for compensatory payment.

19 COMMITMENTS

(a) Capital commitments for property, plant and equipment:

Unaudited Audited
As of As of

June 30, December 31,
2003 2002

RMB’000 RMB’000

Contracted but not provided for 1,786,549 2,449,333
Authorized but not contracted for 5,689,530 5,477,890

7,476,079 7,927,223
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

19 COMMITMENTS (continued)

(b) Commitments under operating leases

As of June 30, 2002, the Group had future aggregate minimum lease payments in relation to land and
buildings under non-cancelable operating leases as follows:

Unaudited Audited
As of As of

June 30, December 31,

2003 2002
RMB’000 RMB’000

Not later than one year 141,995 141,995
Later than one year and not later than five years 567,980 567,980
Later than five years 5,875,218 5,946,215

6,585,193 6,656,190

20 RELATED PARTY TRANSACTIONS

Related parties refer to entities in which Chinalco has the ability, directly or indirectly, to control the other party
or exercise significant influence over the other party in making financial and operating decisions, or Directors
or officers of the Company. Given that the PRC government still owns a significant portion of the productive

assets in the PRC despite the continuous reform of the government structure, the majority of the Group’s business
activities had been conducted with enterprises directly or indirectly owned or controlled by the PRC government
(“state-owned enterprises”), including Chinalco, in the ordinary course of business. The management of the

Company are of the view that the Group is not to disclose transactions with stated-owned enterprises whose
relationships with the Group were merely by virtue of common control or significant influence by the PRC government
as related party transactions.
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

20 RELATED PARTY TRANSACTIONS (continued)

Significant related party transactions which were carried out in the normal course of the Group’s business during
the period were as follows:

Unaudited
Six months ended June 30,

2003 2002
Note RMB’000 RMB’000

Sales of materials and finished goods to: (a)
Holding company and fellow subsidiaries 488,921 97,162

Jointly controlled entity 15,501 10,211
Other related parties 12,657 95,051

517,079 202,424

Provision of utility services to holding

company and fellow subsidiaries (b) 109,532 77,453

Provision of engineering, construction
and supervisory services by the
holding company and fellow subsidiaries (c) 234,359 148,964

Purchases of key and auxiliary materials from: (d)
Holding company and fellow subsidiaries 110,062 105,958
Other related parties 38,319 30,876

148,381 136,834

Provision of social services and
logistics services by the holding company (e) 323,929 221,532

Land and building rentals charged by
the holding company (f) 70,872 70,956

(a) Materials and finished goods sold to Chinalco, fellow subsidiaries and other related companies (including

an associated company of a promotor, namely Guangxi Aluminum Development and Investment Stock
Co., Ltd. (“Guangxi Associate”)), during both periods mainly comprised sales of alumina, primary aluminum
and scrap materials. Transactions entered into during the periods are as covered by the following agreements:
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

20 RELATED PARTY TRANSACTIONS (continued)

(i) General agreement on Mutual Provision of Production Supplies and Ancillary Services entered into
between the Company and Chinalco. The pricing policy is summarized below:

– Adoption of the price prescribed by the PRC government (“Stated-prescribed price”);

– If there is no State-prescribed price then adoption of State-guidance price;

– If there is neither State-prescribed price nor State-guidance price, then adoption of market

price (being price charged to and from independent third parties); and

– If none of the above is available, then adoption of a contractual price (being reasonable

costs incurred in providing the relevant services plus not more than 5% of such costs).

(ii) Aluminum Ingots and Alumina Supply Agreement entered into between the Company and Guangxi

Associate and, under which the Company supply aluminum ingots and alumina products to Guangxi
Associate for a three-year period commencing from July 1, 2001. The prevailing market price is
adopted for pricing purposes.

(b) Utility services, including electricity, gas, heat and water, are supplied at the pricing policy as set out in
(a)(i) above.

(c) Engineering, project construction and supervisory services were provided by Chinalco and fellow subsidiaries
to the Company mainly for construction projects during the period. Provision of these services are covered

by the Provision of Engineering, Construction and Supervisory Services Agreement. The State-guidance
price or prevailing market price (including tender price where by way of tender) is adopted for pricing
purposes.

(d) Purchases of key and auxiliary materials (including bauxite, limestone, carbon, cement, coal) from Chinalco,
fellow subsidiaries and other related companies are covered by the General Agreement on Mutual Provision

of Production Supplies and Ancillary Services and Mineral Supply Agreement.

(e) Social services and logistics services were provided by Chinalco and cover public security and fire services,

education and training, school and hospital services, cultural and physical education, newspaper and
magazines, publications and broadcasting and printing as well as property management, environmental
and hygiene, greenery, nurseries and kindergartens, sanatoriums and canteens, guesthouses and offices,

public transport and retirement management, and other services. Provision of these services are covered
by the Comprehensive Social and Logistics Services Agreement entered into between the Company and
Chinalco. The pricing policy is the same as that adopted in the General Agreement on Mutual Provision

of Production Supplies and Ancillary Services Agreement.
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

20 RELATED PARTY TRANSACTIONS (continued)

(f) Rental is payable to Chinalco for the use of land, inclusive of land for industrial or commercial purposes,
occupied and used by the Group during the period at prevailing market lease rates as covered by the

Land Use Rights Leasing Agreement entered into between the Company and Chinalco. The annual rent
payable is approximately RMB134 million.

As of June 30, 2003, there existed the following arrangements between the Group and Chinalco, fellow
subsidiaries and other related parties:

(i) Guarantees provided by Chinalco to banks for the loans borrowed by the Group are covered by
the Guarantee of Debts Contract entered into between the Company and Chinalco.

(ii) The Company granted to Chinalco a non-exclusive right to use two trademarks for a period of
ten years from July 1, 2001 to June 30, 2011 at no cost pursuant to the Trademark License Agreement.
The Company will be responsible for the payment of a total annual fee of no more than RMB1,000

to maintain effective registration. Under the terms of the agreement, Chinalco may negotiate
extension upon terms to be agreed upon.

21 SIGNIFICANT DIFFERENCES BETWEEN ACCOUNTING PRINCIPLES GENERALLY ACCEPTED
IN HONG KONG AND IN THE UNITED STATES

These condensed interim financial statements have been prepared in accordance with accounting policies which
conform with accounting principles generally accepted in Hong Kong (“HK GAAP”) which may differ in various

material respects from accounting principles generally accepted in the United States (“U.S. GAAP”). Such differences
involve methods for measuring the amounts shown in these condensed interim financial statements, as well as
additional disclosure required by U.S. GAAP.

Major and significant differences, which affect net income and equity, include the following:

(a) Capitalization of finance costs

Under HK GAAP, finance costs are capitalized to the extent that such costs are directly attributable to

the construction of a qualifying asset. Under U.S. GAAP, finance costs capitalized are limited to the lower
of actual finance costs incurred or avoidable finance costs. Avoidable finance cost is the amount that
could have been avoided if expenditure for the qualifying assets had not been made, when qualifying

expenditures have occurred and activities necessary to prepare the asset have begun.

The periodic depreciation expense under HK GAAP and U.S. GAAP differs as a result of the difference in

the amount of interest capitalized under the two accounting standards.
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NOTES TO CONDENSED INTERIM FINANCIAL STATEMENTS

21 SIGNIFICANT DIFFERENCES BETWEEN ACCOUNTING PRINCIPLES GENERALLY ACCEPTED
IN HONG KONG AND IN THE UNITED STATES  (continued)

(b) Depreciation of fixed assets stated at fair value

Under HK GAAP, fixed assets transferred from Chinalco to the Group were accounted for under the
acquisition accounting method. As a result, the Group’s fixed assets were stated at fair value under HK
GAAP. The fixed assets were appraised by China United Assets Appraisal Co Ltd. and Chesterton Petty

Limited as of December 31, 2000 and as of June 30, 2001, respectively. Under U.S. GAAP, the new cost
basis for the fixed assets was not established for the Group as the transfer was a transaction under
common control. When an asset is transferred from the parent to its wholly-owned subsidiary, the subsidiary

records the asset at the parent’s carrying value.

(c) Goodwill

Under HK GAAP, goodwill resulting from acquisitions under purchase accounting is recognized as an
asset and amortized on a straight-line basis over its estimated useful economic life for not more than

20 years. Under US GAAP, annual amortization of this amount ceased effective January 1, 2002. Goodwill
is subjected to annual impairment testing and is written down if carrying value exceeds fair value.

(d) Revaluation of mining rights

Pursuant to the Mining Rights Transfer Agreement, the Group acquired mining rights of eight bauxite

mines and four limestone quarries from Chinalco for a consideration of RMB285,341,000. Under HK
GAAP, mining rights acquired are capitalized and stated at acquisition cost less accumulated impairment
losses. Amortization of mining rights is calculated on a straight-line basis over their estimated useful

lives of no more than 30 years. Under U.S. GAAP, the new cost basis was not established for the Group
as the transfer was a transaction under common control.

(e) Income tax effect of U.S. GAAP adjustments

Under U.S. GAAP, a deferred tax liability relating to the addition of the interest capitalization effect and

deferred tax assets relating to the reversal of the fixed assets revaluation and mining rights are recognized.

The net effects on net income and basic net income per share of the Group for the six months ended June 30,

2003 and equity as of June 30, 2003, after taking account of the above differences and related income tax
effect, are an increase in net income of approximately RMB133 million (six months ended June 30, 2002: RMB102
million), an increase in basic net income per share of approximately RMB0.01 (six months ended June 30, 2002:

RMB0.01) and a decrease in equity of approximately RMB3.4 billion (December 31, 2002: RMB3.5 billion), respectively.
In computing the net effects, the Directors are required to make estimates and assumptions that affect the
reported amounts of assets and liabilities and the estimates of revenue and expenses. Accounting estimates

have been employed to determine reported amounts, including realizability, useful lives of tangible assets and
income taxes. Actual results could differ from those estimates.
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INTERIM DIVIDEND

The Board of Directors of the Company proposed not to declare an interim dividend for the period from January 1,

2003 to June 30, 2003 (for the period from January 1, 2002 to June 30, 2002: Nil).

MARKET REVIEW

The Chinese economy maintained rapid growth in the first half of 2003. In the spring of 2003, despite the impact
exerted on some industrial sectors by the outbreak of SARS in some parts of the PRC, the GDP of the first half of
2003 maintained a growth rate of 8.2%, providing room for growth of aluminum consumption.

In the first half of 2003, the global and domestic alumina markets have maintained a similar trend since November

last year, demonstrating generally a global shortage of alumina, limited supply on the spot market, strong buying in
the PRC market and gradually rising prices of alumina. In the first half of the year, the FOB prices of imported alumina
soared from US$200 per tonne early this year to US$285-295 per tonne and remained above that level thereafter. The

average sales price of the Company’s alumina was RMB2,603 per tonne. In the first half of the year, the domestic
demand for alumina amounted to 5,300,000 tonnes with a shortage of 2,400,000 tonnes, representing an increase
of 49% over the same period last year.

In the first half of 2003, the slow growth of the global economy failed to boost the consumption of primary aluminum.

The rapidly expanding aluminum production capacity in the PRC is expected to lead to a growth in the total global
production capacity of primary aluminum. With the commencement of production as a result of the expansion of output
capacity in the West, this has led to an obvious increase in production volume as well. In general, the supply of primary

aluminum remained slightly higher than its demand around the world. However, the prices of primary aluminum in
the international market has fluctuated upwards. The primary aluminum market of the Shanghai Futures Exchange
(SHFE) was stronger than that of the London Metals Exchange (LME). The average price for three-month commodity

futures of primary aluminum as quoted by the SHFE was US$85 per tonne higher than that of the LME. In the first
half of the year, the domestic primary aluminum output amounted to approximately 2,530,000 tonnes, representing a
26.7% increase over the same period last year. Primary aluminum consumption amounted to 2,450,000 tonnes, representing

approximately an increase of 26% over the same period last year.

The following chart shows the trend of monthy average prices (exclusive of VAT) for three-month primary aluminum
futures on the LME and the SHFE:
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BUSINESS REVIEW

The Company continues to focus on the development of its core business, while responding to the market in a positive
manner by adjusting its strategies on a timely basis and enhancing its core competitiveness. Over the past few years,

we have made unremitting efforts in achieving satisfactory results as evidenced by our integration of business, centralization
of management, and implementation of a cost reduction programme, etc. In the first half of the year, despite the
sharp rise in the market prices of alumina which allowed us to generate favorable operating results, we did not relax

our internal work. We have captured the opportunities arising from the market, trying our best to maximize our operating
results.

In the first half of the year, the Company’s production volume of alumina products (including alumina, aluminum hydrate,
alumina and chemical alumina) increased to a historical high of 2,860,000 tonnes, representing an increase of 8.7%
over the same period last year. The production volume of primary aluminum products (including primary aluminum

and other primary aluminum products) amounted to 376,000 tonnes, representing an increase of 2.7% over the same
period last year. The Company’s production and technology economic indicators have further improved by a breakthrough
in the progress of refinery technology of “sandy” alumina, which also improved the quality of our alumina products.

This improvement will lay down the foundation for further enhancement of the competitiveness of our products.

In the first half of the year, the Company sold 369,200 tonnes of primary aluminum products while the external sales

volume of alumina products amounted to 2,135,500 tonnes, representing a production to sales ratio of 98.2% and
100.4%, respectively. By taking advantage of the rebound in the prices of alumina products, the Company is actively
reviewing proposals to increase the number of long-term alumina contracts to minimize the impact of price fluctuation

of alumina products to the Company’s long-term profitability. To minimize the risk involved in contract performance,
the Company involved the judicial authority and financial institutions in the process of sales contract negotiation as a
means of enhancing contract performance.

The Company, by closely analyzing the international and domestic market trends, has flexibly adjusted its development
strategies by increasing investment in alumina and accelerating the construction progress for key projects. Capital expenditure

amounted to RMB2,130.8 million in the first half of this year. With respect to project construction, the Pingguo Alumina
Phase II Project with an annual capacity of 400,000 tonnes was completed and put into production at the end of
June, which was not only six months ahead of schedule but also has saved financial cost and generated substantial

economic benefits from the early production. Progress in the construction of the 300,000-tonne “Ore-dressing” Bayer
project at the Company’s Zhongzhou branch was ahead of schedule and was expected to come into overall trial operation
by the end of the year. Construction of the 280,000-tonne aluminum-power joint venture project in Shanxi Province

has already commenced and the joint venture company has officially commenced operation. Orderly and planned arrangements
and management have ensured the effective implementation of the Company’s development strategies.

In line with the new market environment and more stringent listing regulations, the Company has set higher requirements
for corporate governance and stringently regulated our operation to meet these new standards. With full awareness
of their responsibilities, the directors and senior management strongly believe in the business concept of “good faith

as our principal and return as our top priority”, which we have conveyed across the Company to each member of the
staff. In addition to positioning our business to capitalize on various opportunities, the Company continues to recognize
the importance of corporate governance, transparency and disclosure. The Company has established an information

disclosure committee headed by the CEO and has taken the initiative to disclose quarterly operational data in the first
quarter of 2003 to increase its transparency. Through providing more transparent and timely disclosure of the Company’s
operating results, we strive to provide our shareholders with a better understanding of the Company.
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To enhance the Company’s overall management through timely transmission of information and to improve work efficiency

and decision-making in relation to informational development, use of network and information management, the Company
has accelerated the establishment of an information network as well as software development process in accordance
with the principle of “unified planning and diversified implementation”. In the first half of the year, initial success was

made in the construction of a local area network of the Henan, Shandong, Shanxi and Zhongzhou branches and the
research institute. The principal project has almost been completed and the system is in steady operation. The establishment
of the Company’s internal video conferencing system and the construction of a wide area network have been completed.

The development of system application is progressing smoothly. The setting up of a website and the method for information
dissemination have almost been completed.

MANAGEMENT’S DISCUSSION AND ANALYSIS OF FINANCIAL CONDITION AND RESULTS
OF OPERATION

The following discussion and analysis should be read in conjunction with our consolidated financial statements and
the accompanying notes as set out in this interim report.

CONSOLIDATED RESULTS OF OPERATIONS

The following table sets forth, for the periods indicated, information relating to certain income and expense items
from our statements of income:

For the six months ended June 30,

Consolidated Consolidated
2003 2002

% %

Turnover 100.0 100

Cost of goods sold 69.6 79.1
Gross profit 30.4 20.9
Other revenues 2.2 3.1

Expenses related to other revenues 1.9 3.0
Other revenues, net 0.3 0.1
Selling and distribution expenses 2.4 3.1

General and administrative expenses 5.3 4.1
Research and development expenses 0.5 0.5
Other (income) expenses, net (0.1) 0.2

Operating profit 22.6 13.1
Finance costs 2.2 3.4
Operating profit after finance costs 20.4 9.7

Revenue

The total revenue of the Group for the six months ended June 30, 2003 was RMB10,566.2 million, representing an

increase of RMB2,320.6 million or 28.1% as compared with RMB8,245.6 million of the same period last year.

Total revenue includes sales of goods and other revenues. Sales of goods accounted for 97.0% and 97.9% of our

total revenue for the first half of 2002 and 2003 respectively. Our sales of goods increased by 29.3%, from RMB7,994.8
million in the first half of 2002 to RMB10,339.5 million in the first half of 2003. The increase was primarily due to the
rise in the sales prices of the Group’s products and the increase in sales volume.
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The average external sales price per tonne for our alumina increased by 32.6% from RMB1,678.2 (exclusive of VAT)

for the first half of 2002 to RMB2,224.9 (exclusive of VAT) for the first half of 2003. The average sales price for our
primary aluminum increased by 8.6% from RMB11,262.5 (exclusive of VAT) per tonne for the first half of 2002 to
RMB12,228.1 (exclusive of VAT) per tonnne for the first half of 2003. This price increase was primarily due to the

increase in international alumina and primary aluminum spot prices for the first half of 2003 as compared with the
same period last year. The amount of increase in the domestic product price was basically the same as that of the
international product price. The external sales volume of our alumina increased by 9.6% from 1,801,800 tonnes for

the first half of 2002 to 1,974,200 tonnes for the first half of 2003. The sales volume of our primary aluminum decreased
by 6.7% from 332,600 tonnes for the first half of 2002 to 310,400 tonnes for the first half of 2003.

Cost of Goods Sold

The total cost of goods sold of the Group increased by 13.8% from RMB6,323.5 million for the first half of 2002 to

RMB7,196.8 million for the first half of 2003. The increase was mainly due to the increase in sales volume of alumina.
In addition, as a result of the rise in the prices of raw materials, the unit production costs of primary aluminum increased
in the first half of 2003.

Selling and Distribution Expenses

Our selling and distribution expenses decreased by 2.8% from RMB248.6 million for the first half of 2002 to RMB241.6
million for the first half of 2003. The decrease was primarily due to the improvement of the market in the first half of
2003 such that the expenses which were paid by the Company on behalf of clients were cancelled gradually. Despite

an increase of 9.6% in the sales volume of alumina during the period and a consequential increase in the direct expenses
in connection thereto, the Group has been able to reduce sales expenses by adjusting sales strategies and integrating
sales networks.

General and Administrative Expenses

General and administrative expenses increased by 67.0% from RMB329.6 million for the first half of 2002 to RMB550.4
million for the first half of 2003. This was primarily due to the recovery by the Group in the first half of 2002 of its
accounts receivable prior to 1999, thereby writing back this portion of the bad debts provision and reducing the general

and administrative expenses by RMB71.865 million in the first half of 2002. The Company plans to carry out technological
renovation to the anode baking production line of the Guizhou branch and the power supply rectifying equipment of
the Qinghai branch in the second half of the year by dismantling some of the aged production equipment. As a result,

a provision of RMB94.18 million was made in the first half of 2003 for impairment in the value of fixed assets and a
provision of RMB38.70 million was made in the first half of 2003 for obsolete of inventories (spare parts).

Research and Development Costs

Our research and development expenses increased by 40.5% from RMB38.181 million for the first half of 2002 to

RMB53.634 million for the first half of 2003. In the first half of 2002, the emphasis of the exchange of advanced
technologies developed internally among our branches had reduced the investment in research and development. However,
in the first half of this year, the Group has selected some key projects to carry out research and development, and as a

result expenses on research and development have increased.

Other Expenses/Income

Our other net expenses/income were set from net expenses of RMB18.92 million for the first half of 2002 to net income
of RMB4.05 million for the first half of 2003. The increase is primarily due to an interest waiver arrangement made

between the Company and the Construction Bank of China in the first half of 2003, under which the Group was
waived from paying an interest of RMB44.48 million.
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Operating Profit

Our operating profit increased by 122.0% from RMB1,051.1 million for the first half of 2002 to RMB2,333.2 million
for the first half of 2003. Our operating profit as a percentage of sales of goods increased from 13.1% for the first

half of 2002 to 22.6% for the first half of 2003.

Finance Costs

Our finance costs decreased by 16.2% from RMB272 million for the first half of 2002 to RMB228 million for the first
half of 2003 primarily due to the decrease in the average interest rate of bank loans of the Group.

Income Tax

Our income tax expenses increased by 146.7% from RMB187.7 million for the first half of 2002 to RMB463.1 million
for the first half of 2003 primarily due to the increase in our taxable profits for the first half of 2003. Besides, the
income tax expenses for 2002 were reduced because of the Group’s entitlement to the government’s policy on income

tax reduction for equipment purchased domestically as opposed to importation.

For the first half of 2003, our effective income tax rate was 22.0%, which was lower than the statutory rate of 33.0%.

This is primarily because our Guizhou, Pingguo and Qinghai branches in the western part of China were entitled to
the government’s “Go West” preferential policy at a reduced income tax rate of 15%, and also because of a reduced
income tax rate of 15% for our non wholly-owned subsidiary, Shandong Aluminum Co., Ltd., in Shandong.

Minority Interests

Minority interests increased by 267.4% from RMB18.64 million for the first half of 2002 to RMB68.48 million for the
first half of 2003 primarily as a result of the increases in net income of the Company’s non wholly-owned subsidiary,
Shandong Aluminum Co. Ltd..

Profit for the Period

As a result of the foregoing, our profit for the period increased by 175.2% from RMB572.4 million for the first half of
2002 to RMB1,575.0 million for the first half of 2003.

DISCUSSION OF SEGMENT OPERATIONS

The Group accounts for its operating results by segment which is organized into alumina segment, aluminum segment
and corporate and other services segment as of July 1, 2001.

Unless otherwise indicated, we also include in these segments other revenues derived from such activities as supplying
electricity, gas, heat and water to affiliates, selling scrap and other materials, and providing services including transportation

and research and development to third parties. Interest income and dividends from unlisted securities investments,
included in other revenues, are not attributed to any segment. For additional data relating to our business segments
and segmental presentation, see Note 2 of our condensed interim financial statements.

There were substantial changes in the respective weightings of the turnover of the two operation segments to the
total turnover as compared with those in the first half of 2002 (refer to Note 2 of our condensed interim financial

statements). The percentage of turnover of alumina in the total turnover of the two segments increased from 51.8%
in the first half of 2002 to 60.5% in the first half of 2003.
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Alumina Segment

Sales of Goods

The total sales of goods from our alumina segment amounted to RMB7,124.4 million for the first half of 2003, representing
an increase of 49.1% as compared with RMB4,777.8 million for the same period last year. The increase was primarily
a result of increases in both the sales prices and the sales volume of alumina.

Sales of alumina constituted 90.5% of the sales of our alumina segment for the first half of 2003. We sell alumina to
our smelters as well as to external domestic smelters.

Revenue from the external sales of alumina amounted to RMB4,392.5 million for the first half of 2003, representing
an increase of 45.3% or RMB1,368.8 million from RMB3,023.7 million for the first half of 2002. The increase was

mainly due to the increases both in the sales prices and the sales volume of alumina. Revenue from sales of alumina
to our smelters amounted to RMB1,473.5 million, representing an increase of 29.2% as compared with RMB1,140.1
million for the same period last year.

Production Cost and Cost of Goods Sold

The cost of goods sold of our total alumina segment increased by 23.5% from RMB3,800.4 million for the first half of
2002 to RMB4,694 million for the first half of 2003. This was primarily due to the increase in sales volumes of our
alumina which resulted in increased sales cost, although such increase was partially mitigated by the decrease in the

unit production costs of alumina.

The unit production costs of alumina decreased by 1.07% from the same period of 2002. This was mainly because of

a decrease of 1.44% in consumption costs as a result of technological renovation, and a decrease of 2.88% as a
result of the increase in production volume. A rise in the fuel prices in the PRC, however, had increased the cost by
3.25%.

Operating Profit

Total operating profit for our alumina segment increased by 211.6% from RMB693.5 million for the first half of 2002
to RMB2,160.7 million for the first half of 2003 primarily as a result of increases in both sales prices and the sales
volume. Our alumina segment operating profit as a percentage of alumina segment sales of goods increased from

14.5% for the first half of 2002 to 30.3% for the first half of 2003.

Primary Aluminum Segment

Sales of Goods

The total sales of goods of our primary aluminum segment increased by 4.7% from RMB4,446.4 million for the first
half of 2002 to RMB4,656.5 million for the first half of 2003.

Our revenue from the sales of primary aluminum for the first half of 2003 accounted for 81.5% of our total sales of
goods of this segment. Sales of goods of primary aluminum increased by 1.3% from RMB3,746 million for the first
half of 2002 to RMB3,793 million for the first half of 2003. The increase in sales of goods of primary aluminum was

due to the increase in primary aluminum sales prices. However, in order to reduce  product risks, we adjusted the
product mix by increasing the output of other primary aluminum products thereby decreasing the contribution of the
output of primary aluminum to the segment and partially offsetting the effect of the rise in sales prices of primary

aluminium.
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Cost of Goods Sold

The total cost of goods sold for our primary aluminum segment increased by 5.9% from RMB3,725.3 million for the
first half of 2002 to RMB3,944.2 million for the first half of 2003. The increase is primarily due to the increase in the
unit production costs of primary aluminum products.

The unit production costs of primary aluminum increased by 12.0% for the first half of 2003 over the same period of
2002 mainly due to an 8.5% increase in unit production costs as a result of the rise in alumina prices, a 1.5% increase
in costs as a result of the surge in electricity prices and a 2.0% increase in costs as a result of a decrease in output.

Operating Profit

Primary aluminum segment operating profit decreased by 24.0% from RMB636.4 million for the first half of 2002 to
RMB483.9 million for the first half of 2003 mainly due to the surge in the prices of raw materials for alumina. Our

primary aluminum segment operating profit as a percentage of primary aluminum segment sales of goods decreased
from 14.3% for the first half of 2002 to 10.4% for the first half of 2003.

Corporate and Other Services Segment

Our corporate and other services segment reflected our headquarters’ expenses, research and development services
and product sales of our Research Institute to external customers. The segment had an operating loss of RMB108.3
million for the first half of 2003.

LIQUIDITY AND CAPITAL RESOURCES

Our primary sources of funding have been cash derived from operating activities, short-term and long-term borrowings,
while our primary uses of funds have been production-related working capital, repayment of short-term and long-
term borrowings and capital expenditures.

We have taken advantage of significantly lower interest rates on short-term debt to lower the finance costs of our
capital expenditures. Interest rates on short-term debt in the PRC have generally been approximately 1% to 2% per
annum lower than those on long-term debt. As a result, we have incurred substantial short-term borrowings. As of

June 30, 2003, our short-term debt amounted to RMB4,909 million (including the current portion of long-term debt
of RMB949 million), which accounted for 49.05% of our total debt owed to banks. Our current liabilities as of June
30, 2003 exceeded our current assets by RMB2,115 million.

In addition, funding for our capital expenses has been mainly in the form of loans from state-owned banks and commercial
banks. As of December 31, 2002, and June 30, 2003, we had RMB10,053 million and RMB10,008 million, respectively,
of total outstanding obligations under these loans.

Our leverage ratio, or our total loans divided by the aggregate of our total loans plus owners’ equity, had decreased
from 39.30% as of December 31, 2002 to 37.57% as of June 30, 2003, primarily as a result of an increase in retained
earnings.

In addition to internally generated funds and a portion of the proceeds from the Global Offering, we may rely on
bank borrowings to finance our capital expenditure plans.

In view of our credit and the availability of funds in the PRC, we currently do not foresee significant difficulties in

obtaining bank borrowings. We plan to fund our capital and related expenditures principally through cash provided by
operating activities, short-term and long-term loans and the proceeds we received from the Global Offering. We have
also obtained conditional undertakings from certain PRC state-owned banks and commercial banks to establish standby

credit facilities for an aggregate amount of RMB26,300 million to fund any capital shortfall related to our alumina and
primary aluminum projects and related working capital purposes. We believe that our working capital is sufficient for
our present needs.
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CASH AND CASH EQUIVALENTS

As of June 30, 2003, our cash and cash equivalents, including foreign currency deposits, amounted to RMB2,456.5
million, comprising US$31.93 million and HK$16.37 million.

Net Cash Flow from Operating Activities

Net cash provided by operating activities increased by 775.5% from RMB262.4 million for the first half of 2002 to

RMB2,297.4 million for the first half of 2003. The increase was primarily due to the increase in alumina and primary
aluminum prices and the increase in sales volume of alumina.

Cash Flows from Investing Activities

In the first half of 2003, all the net cash from investing activities was used for capital expenditures. Our cash outlays

for capital expenditure projects amounted to RMB1,380 million and RMB1,663.1 million in the first half of 2002 and
2003, respectively.

Cash Flows from Financing Activities

Cash flows from financing activities were a net outflow of RMB473.9 million in the first half of 2003. This amount

was mainly used for payment of dividends and repayment of some of the principals of loans.

Use of proceeds

The net proceeds from the Global Offering amounted to approximately RMB3,303 million, including the net proceeds
of approximately RMB205 million from the Over-allotment Option in connection with the Global Offering, which was

exercised in January 2002. As of June 30, 2003, approximately RMB689 million was used to settle the current portion
of the long-term liabilities and RMB1,401 million was used for capital expenditures. An amount of approximately RMB1,213
million worth of net proceeds from the Global Offering remains unused and is currently deposited with banks. The

proceeds from the Global Offering, including the proceeds from the Over-allotment Option will continue to be used as
described in the Hong Kong prospectus of the Company dated November 30, 2001.

Designated Deposits and Overdue Time Deposits

As of June 30, 2003, the Group had not placed any designated deposits with any financial institution in the PRC, nor

had it failed to collect any time deposits upon maturity during the period.

Foreign Exchange Rate Risk

The Company conducts its business primarily in Renminbi.

The Renminbi is not a freely convertible currency. Limitations on foreign exchange transactions imposed by the PRC
government could cause future exchange rates to vary significantly from current or historical exchange rates. The fluctuations
in Renminbi exchange rates will affect our ability to perform our foreign currency-denominated obligations. Such fluctuations

will also affect our ability to pay dividends in Hong Kong Dollars or to pay dividends in respect of American depositary
receipts in United States Dollars. However, the Company believes that it is or will be able to obtain sufficient foreign
exchange for the performance of such obligations.
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Risk Exposure of Futures

During the first half of 2003, the Group conducted futures trading activities in primary aluminum on the Shanghai
Futures Exchange. Futures trading activities are subject to inherent market risks. The Group carries out its futures business

based on its self-produced primary aluminum only.

The Group is the largest primary aluminum producer in the PRC and imposes stringent control over futures trading.

Therefore, we believe the Group is able to resist the risk exposure of futures trading.

EMPLOYEES, PENSION PLANS AND WELFARE FUND

As of June 30, 2003, there were approximately 67,150 employees in the Company. The remuneration package of the
Company’s employees includes salary, bonuses and allowances. Employees also receive welfare benefits including medical
care, housing subsidies, child care and education, retirement and other miscellaneous items.

In accordance with applicable PRC regulations, the Company currently participates in pension contribution plans organized
by provincial and municipal governments, under which each of the Company’s branches is required to contribute an

amount equal to a specified percentage of the sum of its employees’ salaries, bonuses and various allowances. The
amount of contribution as a percentage of the employees’ salary varies from branch to branch, ranging from 18.0%
to 22.9%, depending in part on the location of the branch and the average age of the employees. The Company also

contributes to a welfare fund for its employees. The contributions of the Company to this fund are made at rates
ranging from 5% to 10% of our after-tax profit. As of June 30, 2003, the Company had not paid discretionary retirement
benefits to its employees.

SHARE CAPITAL STRUCTURE

The share capital structure of the Company as of June 30, 2003 was as follows:

As of June 30, 2003

Holders of Percentage
Domestic Shares No. of shares of issued
or H Shares (in millions) share capital (%)

Holders of Domestic Shares
Aluminum Corporation of China 4,656.3 44.4

China Cinda Asset Management Corporation 1,610.3 15.3
China Orient Asset Management Corporation 602.2 5.7
China Development Bank 554.9 5.3

Guangxi Development and Investment Co., Ltd. 196.8 1.8
Guizhou Provincial Materials Development and

Investment Corporation 129.4 1.2

Holders of H Shares
Alcoa International (Asia) Limited 840.2 8.0

Other public investors 1,909.7 18.3
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SUBSTANTIAL SHAREHOLDERS

So far as the Directors are aware, as of 30 June 2003, the persons other than a director, chief executive or supervisor
of the Company who have interests or short positions in the shares or underlying shares of the Company which are

discloseable under Divisions 2 and 3 of Part XV of the Securities and Futures Ordinance (“SFO”) are as follows (the
interests in shares and short positions disclosed herein are in addition to those disclosed in respect of the Directors,
the Chief Executive and the Supervisors):

Percentage in
the relevant Percentage

Name of substantial Number of Type of class of in total
shareholders Class of shares shares held Capacity interest share capital share capital

Aluminum Corporation of China Domestic Shares 4,656,261,060 (L) Beneficial Owner Corporate 60.1% 44.4%

China Cinda Asset Management Domestic Shares 1,610,332,210 (L) Beneficial Owner Corporate 20.8% 15.3%

Corporation

China Orient Asset Management Domestic Shares 602,246,135 (L) Beneficial Owner Corporate 7.8% 5.7%

Corporation

China Development Bank Domestic Shares 554,940,780 (L) Beneficial owner Corporate 7.2% 5.3%

Alcoa Inc. H Shares 840,209,728 (L) Interest of controlled Corporate 30.55% 8.0%
corporation

Alcoa International (Asia) Limited H Shares 840,209,728 (L) Beneficial Owner Corporate 30.55% 8.0%

J.P. Morgan Chase & Co. (Note 1) H Shares 208,599,600 (L) Interest of controlled Corporate 7.59% 1.99%
(including 51,600,000 (P) corporations

 (Note 2)

Notes:

1. As of 30 June 2003, J.P. Morgan Chase & Co. was taken to be interested in 7.59% of the Company’s total H
Shares or 1.99% of the Company’s total share capital through the following companies:

(1) in the capacity as an investment manager,

(a) 7,730,000 H Shares (representing approximately 0.28% of the Company’s total H Shares) in a

long position held by JF International Management Inc., which is a controlled corporation of J.P.
Morgan Chase & Co.

(b) 131,874,000 H Shares (representing approximately 4.8% of the Company’s total H Shares) in a
long position held by JF Asset Management Limited, which is a controlled corporation of J.P. Morgan
Chase & Co.
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(c) 2,558,000 H Shares (representing approximately 0.09% of the Company’s total H Shares) in a

long position held by J.P. Morgan Fleming Asset Management (UK) Limited, which is a controlled
corporation of J.P. Morgan Chase & Co.

(d) 3,866,000 H Shares (representing approximately 0.14% of the Company’s total H Shares) in a
long position held by J.P. Morgan Investment Management Limited, which is a controlled corporation
of J.P. Morgan Chase & Co.

(e) 6,789,600 H Shares (representing approximately 0.25% of the Company’s total H Shares) in a
long position held by J.P. Morgan Investment Management Inc., which is a controlled corporation

of J.P. Morgan Chase & Co.

(2) in the capacity as a beneficial owner,

(a) 182,000 H Shares (representing approximately 0.01% of the Company’s total H Shares) in a long
position held by J.P. Morgan Whitefriars Inc., which is a controlled corporation of J.P. Morgan

Chase & Co.

(b) 4,000,000 H Shares (representing approximately 0.15% of the Company’s total H Shares) in a

long position held by J.P. Morgan Securities Ltd., which is a controlled corporation of J.P. Morgan
Chase & Co.

2. The total number of H Shares held included interest in 51,600,000 H Shares (representing approximately 1.88%
of the Company’s total H Shares) held by JP Morgan Chase Bank in a lending pool.

3. The letter “L” denotes a long position. The letter “P” denotes interest in a lending pool.

DIRECTORS’, CHIEF EXECUTIVE’S AND SUPERVISORS’ INTERESTS IN SHARES AND
SHORT POSITIONS

As of 30 June 2003, none of the Directors, the Chief Executive and the Supervisors and their respective associates had

any interests (including interests in shares and short positions) in the shares or debentures of the Company and its
associated corporations (within the meaning of the SFO), (a) which are required to be notified to the Company and
the Stock Exchange pursuant to Divisions 7 and 8 of Part XV of the SFO; or (b) which are recorded in the register

maintained by the Company under Section 352 of the SFO; or (c) as required to be notified pursuant to the Model
Code for Securities Transactions by Directors of Listed Companies.

As of June 30, 2003, none of the Directors or Chief Executive, Supervisors, or their spouses or children under the age
of 18 was given the right to acquire shares or debentures of the Company or any associated corporation (within the
meaning of the SFO) or had exercised any such right as of June 30, 2003.

PURCHASE, SALE OR REDEMPTION OF THE COMPANY’S SHARES

For the first half of 2003, the Company did not redeem any of its shares. Neither the company nor any of its subsidiaries
purchased or sold any of the Company’s shares during the first half of 2003.
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OUTLOOK AND PROSPECTS

In the second half of the year, the Company will continue to implement its defined development strategies in accordance
with its 2003 major task objectives. The Company will focus on the following:

• Closely monitor changes in the market to adjust marketing strategies on a timely basis, consolidate business
connections with clients, further improve our sales network and mechanism and focus on quality and services.

• Continue the implementation of investment and development strategies, accelerate progress in construction of
alumina projects, ensure construction quality, optimize investment plans on a continuous basis and work hard

to increase return on investment.

• Maintain the development concept of focusing on both greenfield and brownfield expansions as well as low-

cost mergers and acquisitions, identify opportunities for mergers and acquisitions of overseas alumina and domestic
primary aluminum projects, make better use of the power system reform policy and speed up the Company’s
capital operation.

• Strengthen scientific and technological development, speed up the industrialisation and promotion of the Company’s
scientific and technological achievements and combine the Company’s quality assets, stringent management

and patented technology with the efforts of all our staff to maximize economic benefits.

COMPLIANCE WITH THE CODE OF BEST PRACTICE

During the period from January 1, 2003 to June 30, 2003, the Company was in compliance with the Code of Best
Practice as set out in Appendix 14 to the Rules Governing the Listing of Securities of The Stock Exchange of Hong

Kong Limited.

AUDIT COMMITTEE

The Audit Committee of the Company comprises two independent non-executive Directors, namely Mr. Chiu Chi Cheong
Clifton and Mr. Wang Dianzuo and one non-executive Director, namely Mr. Wu Weicheng. The Audit Committee has

reviewed and confirmed the unaudited interim results announcement for the six months ended June 30, 2003.

Guo Shengkun
Chairman, President and
Chief Executive Officer

Beijing, PRC
August 26, 2003


