FOLIO NO.

Standard Conditions of Production and Operation of the Iron and Steel
Industry

(2012 Amendment- Publication version)

Publicizing version
I. General Provisions

1. These standard conditions are formulated in accordance with the Several Opinions of
the General Office of the State Council for Further Increasing the Energy-saving
Emission Reduction Efforts and Accelerating the restructuring of Steel Industry
(Guobanfa [2010] No.34) , the 12th Five-year Plan for Steel Industry and the relevant
laws and regulations for strengthening the administration for steel industry and regulating
the production and operation order for the existing steel enterprises.

2. These standard conditions are applicable for all the existing steel combined and smelting
enterprises within the territory of the P.R.C (Except for Hong Kong, Macau and Taiwan).

3. This Standard Conditions are the basic conditions for production and operation of existing
iron and steel industry, and it is the standards which are in line with current development
level of the steel enterprises. And it will constantly enhance in accordance with the
overall level of the steel industry in China.

1. Standard Conditions
A. Product Quality

1. Iron and steel enterprise shall have complete quality management system and maintain a
sound record for the quality credit of products, and there has been no serious quality program
within the past two years.

2. The product quality of steel enterprises shall be in accordance with the relevant State and
Industry Standard, the production of the Grade | twisted rebar , the Grade Il twisted rebar and
the hot-rolled silicon sheet which prescribed in the Guiding Catalogue for Some Industries to
Eliminate Backward Production Processes and Equipment and Products (2010 version) shall
be prohibited.

B. Environment Protection

1. The enterprise shall have a sound management system for environmental protection, have a
complete supporting monitor and curb equipment for pollutant emission, and install
auto-monitoring system in accordance with relevant rules and create a network with the local
environment protection department; and there has been no serious environment-pollution
event or serious ecological-destruction event within the past two years.

2. The steel enterprise shall have permission for pollution discharge. The emission for water
pollutant and atmospheric pollution shall in accordance with the state standards and the local
standards, for example, the Emission Standard for Water Pollutant of Steel Industry
(GB13456).

3. The tobacco dust emission of steel industry shall not exceed 1.19kt. The total emission shall
not exceed the gross control indicators approved by the environment authority.
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C. Energy Consumption and Comprehensive Utilization of Resources

1. Iron and steel enterprise must have sound energy management system and be equipped with
energy measuring instruments. The enterprises, able to establish energy management center,
shall establish it.

2. Iron and steel enterprise’s energy consumption indicators for main production processes
must conform to “Energy Consumption Limit for Unit Product in Crude Steel Production
Main Process” (GB21256) and “Energy Consumption limit for Unit Product of Coke”
(GB21342).

3. The steel enterprise shall pay attention to the comprehensive utilization for resources,
enhance the cyclic utilization rate for various resources. The total consumption of new water
for production of 1 ton steel shall be no more than 4.1 m®, and the comprehensive utilization
rate of solid waste shall be no less than 94%.

D. Workmanship and Equipment

1. Valid volume of blast furnace shall be more than 400m’, normal capacity of converter shall
be more than 30 T, normal capacity of electric furnace shall be more than 30 T, the area for
Sintering machine shall be more than 90 m’, the height of Coke oven chamber shall be more
than 4.3m, and all of the above mentioned items shall not included in the eliminated
workmanships and equipments stipulated in Guiding Catalogue for Some Industries to
Eliminate Backward Production Processes and Equipment and Products (2010 version).

2. The main process of steel enterprises shall be supported by the equipment for energy
conservation and emission reduction...

3. Iron and steel enterprises shall eliminate backward production facilities within the
stipulated time-limit in accordance with “Guiding Catalogue for Some Industries to Eliminate
Backward Production Processes and Equipment and Products and the requirements stipulated
in other laws and regulations. The enterprises that have tasks of elimination of backwards
production capacity must complete the tasks of annual elimination of backwards production
capacity as proposed by the State.

E. Production Scale

Crude steel production of common steel enterprises: 1,000,000 ton or more, crude steel
production of special steel enterprises: 300,000 ton or more, and the proportion of alloy steel
shall be more than 60% (Specialization enterprise, such as tool and mould steel and
high-speed steel of 100% percent alloy steel shall not be included.).

F. Safety, Sanitation and Social Responsibility

1. Iron and steel enterprises shall be supported by complete management system for safety and
occupational health, equipped with oxygen and other gas equipments; for the entities engage
in gas production (gas recovery excluded) and the production of other dangerous chemicals
must obtain Safety Production License for Manufacture of Dangerous Chemicals; and there is
no serious safety accident within past two years.

2. lron and steel enterprises shall not delay the payment of tax and duties, and wages of
workers, and shall pay all kinds of society insurance premiums in accordance with relevant
provisions of the state.
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I11. Management Measures

A. The application, approval and announcement for steel enterprises which conform to the
standard conditions for production and operation.

1. Ministry of Industry and Information Technology is responsible for accepting the
application for steel enterprises which conform to the standard conditions for production
and operation. Applicant enterprises shall produce Application Report of Standard
Conditions for Production and Operation and provide relevant materials as required in the
appendix. The local enterprises shall apply through the local industry competent
authorities. The central enterprises shall apply to MIT directly and forward the
applications to the industrial administration departments of provincial level.

2. The industry competent authorities of all the provinces, autonomous regions,
municipalities directly under the central government and cities under separate state
planning shall be responsible for accepting the applications made by the steel enterprises
in its region and responsible for the preliminary review. The central enterprises shall
conduct the self-review. In the preliminary review and self-review, they shall inspect and
verify the relevant actual situations of the enterprises in accordance with the requirements
of the standard conditions, give the opinions of preliminary review and self-review, and
report their opinions to MIIT together with the application materials of the applicant
enterprises.

3. The MIIT shall be responsible for the inspection and verification for the applicants. The
names of the qualified applicants that meet the standard conditions shall be publicized by
the MIIT, which then make the public announcement if there is no objection.

B. MIIT shall dynamically administrate the list of announced enterprises. And all the industry
competent authorities at various levels shall supervise and examine the implementation of the
standard conditions by the enterprises in their own regions. MIIT conducts random
examinations for the announced enterprises. The public supervision regarding the
implementation of the standard conditions by the announced enterprises is encouraged. The
qualification for announcement shall be revoke under any of the following circumstances:

1. Provide false materials in the application

2. Refuse the supervision and inspection;

3. Unable to maintain the standard conditions;

4. Fail to eliminate backwards production capacity as required,

5. There is a serious liability event, which results in serious social effects.

C. The enterprise which has been completed the material joint restructure and the enterprise
which has been implemented the elimination of backward well shall be given a priority for
bringing into the standard management. The enterprise that does not have the standard
conditions shall actively make corrections and reform in accordance with the requirements of
standard conditions. Those that still fail to meet the requirements after corrections and reform
shall gradually withdraw from the iron and steel market.

D. The list of enterprises which conform to standard conditions for production and operation
by the announcement shall be the basis for policy support. Those not incorporated into the
announcement list shall not be supported by relevant policies.

IV. Supplementary Provisions
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1. If the policies, regulations or standards concerned in these Standard Conditions are revised,
the revised version will prevail.

2. The MIIT shall be responsible for the explanation for the Standard Conditions and make
any timely revision in accordance with the development situation for the industry.

3. This Standard Conditions will come into force as of the date of promulgation. The Standard
Conditions for Production and Operation of Steel Industry issued by MIT in June 21th of
2010 shall be abolished at the same time.
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