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DEFINITIONS

In this circular, unless the context otherwise requires, the following expressions shall have

the following respective meanings.

“Acquisition”

“ACt”

“Administrative Agent”
or “CMBC HK”

“Advance”

“Advance Payment
Guarantee”

“Affiliates”

“Amended and Restated
Bridge Loan
Agreement”

“Amended Bridge Loan”

“Amended Bridge Loan
Security”

“Amendment Agreement”

the proposed acquisition of the Marubeni Sale Interests and Winsway
Sale Interests by the Purchaser pursuant to the Marubeni SPA and the
Winsway SPA

the Business Corporations Act (Alberta) R.S.A. 2000, C.B-9, as
amended or replaced from time to time

China Minsheng Banking Corp., Ltd., Hong Kong Branch

the principal amount of each advance made or to be made under the
Bridge Loan Agreement or the principal amount of any such advance
outstanding under the Bridge Loan Agreement from time to time

the advance payment guarantee from CMBC HK to Marubeni dated
30 September 2014

in respect of any person, a person which directly or indirectly
Controls, or is Controlled by, or is under common Control with, such
person, and each of them an “Affiliate”

means the US$50,000,000 facility under the amended and restated
bridge loan agreement entered into by the Company, the Purchaser,
GCC, GCC LP, the Marubeni Seller and the Winsway Seller on 17
December 2014 as supplemented by the letter agreements among the
same parties dated 24 December 2014 and 13 May 2015, amending
and restating the Bridge Loan Agreement as amended by the
Amendment Agreement

means the Initial Loan and the Additional Loan

means the security granted pursuant to the Marubeni Securities
Pledge Agreement and the security granted pursuant to the Winsway
Securities Pledge Agreement and (from the time the additional
security is in place) the additional security to be granted to the
Purchaser as new lender under the Amended and Restated Bridge
Loan Agreement

means an amendment agreement dated 2 December 2014 entered into
between the parties to the Bridge Loan Agreement



DEFINITIONS

“Applicable Laws
(as defined under
the Interim Support
Agreement)”

“Applicable Law (as
defined under the
Amended and Restated
Bridge Loan
Agreement)”

“Applicable Law (as
defined under the
Marubeni SPA, the
Winsway SPA and the
New Shareholder
Agreement)”

“ARC”

“Assignee”

“Associate(s)”

any domestic or foreign, federal, state, provincial or local law
(statutory, common or otherwise), constitution, treaty, convention,
ordinance, code, rule, regulation, order, injunction, judgment,
decree, ruling or other similar requirement enacted, adopted,
promulgated or applied by a Governmental Authority, and any terms
and conditions of any grant of approval, permission, authority or
license of any Governmental Authority as are applicable to such
person or persons or its or their business, undertaking, property or
securities and emanate from a person having jurisdiction over the
person or persons or its or their business, undertaking, property or
securities

all public laws, statutes, ordinances, decrees, judgments, codes,
standards, acts, orders, by-laws, rules, regulations, Official Body
Consents, permits, binding policies and guidelines, and requirements
of all Official Bodies, which now or hereafter may be lawfully
applicable to and enforceable against any Loan Party or its property
or any part thereof

with respect to any Person, property or event:

(a) all laws, ordinances, codes, rules, regulations, by-laws,
orders, writs, injunctions, decrees, rulings, determinations,
awards or standards of any Governmental Authority;

(b)  the terms and conditions of all Governmental Authorisations;

(c)  any requirements under or prescribed by applicable common
law; and

(d) all agreements with Governmental Authorities;

applicable to or binding on such Person, property or event at the
relevant time

an advance ruling certificate pursuant to Section 102 of the
Competition Act

any Person that acquires shares, any bond, debenture, note or other
evidence of indebtedness or subscription issued by GCC or a
Partnership Interest through a Transfer in accordance with the terms
of New Shareholder Agreement, provided however, that an Assignee
shall not have any right to be registered on the books of GCC as a
GCC Shareholder or under the Partnership Agreement as a Partner,
except in accordance with the provisions of Transfer under the New
Shareholder Agreement

has the meaning ascribed to it under the Listing Rules



DEFINITIONS

“Availability Period”

“Board”

“Bridge Loan”

“Bridge Loan

Agreement”

“Bridge Loan Security”

“Business Day(s)”

“B VI”

“C$”

“Capital”

“Capital Contribution”

“Capital Contribution
Waiver”

“Capital Lease
Obligation”

means the period from and including the date on which the Condition
Precedent is satisfied until the Final Repayment Date, unless
extended by mutual consent by the parties

the board of Directors

the loan in the principal amount of US$10 million made pursuant to
the Bridge Loan Agreement

the bridge loan agreement dated 6 September 2014 entered into
among the Company, GCC LP, Marubeni Seller and Winsway Seller

in respect of the interest of Marubeni Seller in GCC LP and GCC and
the interest of Winsway Seller in GCC LP and GCC a second ranking
security over such respective interests to be granted to the Company,
as security for GCC LP’s obligations under the Bridge Loan
Agreement

any day (other than a Saturday or Sunday) on which banks are open
for general business in the City of Calgary, Alberta, Canada, Hong
Kong and Beijing

the British Virgin Islands
Canadian dollar(s), the lawful currency of Canada

means, at any time, the aggregate amount of capital contributed by
the Partners to the Partnership after the SPA completion as capital at
that time and not withdrawn, distributed or otherwise returned to
them as a return of capital

means the amount of money and the net value of any other property
contributed to: (a) the capital of the GCC by a GCC Shareholder; and
(b) any capital account by a Partner

means a waiver granted by CMBC on 2 December 2014 such that
GCC LP is no longer required to procure Winsway Seller and the
Company to commit to the December 2014 capital contribution
schedule set forth in the Fourth Amendment Deed

means, with respect to a Person, the obligation of the Person to pay
rent or other amounts under a capital lease and for the purposes of
this definition, the amount of such obligation at any date shall be the
capitalized amount of such obligation at such date as determined in
accordance with generally accepted accounting principles or the
IFRS, as applicable



DEFINITIONS

“Capital Stock”

“Change of Control”

means (a) common shares, preferred shares or other equivalent
equity interests (howsoever designated) of capital stock of a body
corporate, (b) equity preferred or common interests in a limited
liability company, (c) member or shareholder interests in an
unlimited company or unlimited liability company, (d) limited or
general partnership interests in a partnership, (e) any other interest
that confers the right to receive a share of the profits and/or losses of,
or the distribution of assets of, any Person, and (f) any other interest
equivalent to any of the interests referred to in any of clauses (a), (b),
(¢), (d) and (e) of this definition

means the occurrence of any of the following events: (a) any offeror
has acquired beneficial ownership of, or the power to exercise
control or direction over, or securities convertible into, any voting
Capital Stock of any Loan Party, that together with the offeror’s
securities in relation to the voting Capital Stock of such Loan Party,
would constitute voting Capital Stock of such Loan Party
representing more than 50% of the total voting power attached to all
voting Capital Stock of such Loan Party then outstanding, (b) there is
consummated any amalgamation, consolidation, statutory
arrangement (involving a business combination) or merger of any
Loan Party (I) in which such Loan Party is not the continuing or
surviving corporation/partnership, or (2) pursuant to which any
voting Capital Stock of such Loan Party would be reclassified,
changed or converted into or exchanged for cash, securities or other
property, other than (in each case) an amalgamation, consolidation,
statutory arrangement or merger of such Loan Party in which the
holders of the voting Capital Stock of such Loan Party immediately
prior to the amalgamation, consolidation, statutory arrangement or
merger have, directly or indirectly, more than 50% of the voting
Capital Stock of the continuing or surviving corporation/partnership
immediately after such transaction, (c¢) any Person or group of
Persons, other than the sponsor of any Loan Party, shall succeed in
having a sufficient number of its nominees elected as directors of the
general partner such that such nominees, when added to any existing
directors after such election who was a nominee of or is an Affiliate
or related Person of such Person or group of Persons, will constitute
a majority of the directors, or (d) any acquisition by any Person or
Persons, of the power, whether acting alone or jointly and in concert
to, directly or indirectly, direct, or cause the direction of,
management, business or policies of any Loan Party, whether
through the ability to exercise voting power, by contract or otherwise



DEFINITIONS

“Charge”

“CMBC”

“Commissioner”

“Company”

“Competent Person’s

Report”

“Competition Act”

“Competition Act
Approval”

first fixed charge of the Company’s entire right, title and interest
(both present and future) in and to the Deposit and all rights and
benefits accruing to or arising in connection with the Deposit

China Minsheng Banking Corp., Ltd. Shanghai Branch
the Commissioner of Competition under the Competition Act

Up Energy Development Group Limited, a company incorporated in
Bermuda with limited liability, the issued Shares of which are listed
on the main board of the Stock Exchange

a technical report prepared in accordance with the requirements of
Chapter 18 of the Listing Rules on the Grande Cache mine for the
purpose of inclusion in this circular

the Competition Act, R.S.C. 1985, c. C 34, as amended

that any one of the following shall have occurred (i) the
Commissioner shall have issued an ARC pursuant to Section 102 of
the Competition Act in respect of the transactions contemplated by
the Marubeni SPA and the Winsway SPA which ARC shall remain in
force, unamended, at the date on which the last of the Conditions
under the Marubeni SPA and the Winsway SPA has been satisfied or
waived (as applicable), (ii) if applicable, the waiting period under
Section 123(1) of the Competition Act shall have expired or been
earlier terminated or waived and the Commissioner shall have
advised the Marubeni Seller and the Purchaser that he does not, at
that time, intend to make an application for an order under Section 92
of the Competition Act in respect of the transactions contemplated by
the Marubeni SPA and the Winsway SPA on terms and conditions
satisfactory to the Purchaser, which advice shall not have been
rescinded at the date on which the last of the Conditions under the
Marubeni SPA and the Winsway SPA has been satisfied or waived (as
applicable), or (iii) the Commissioner shall have, pursuant to Section
113(c) of the Competition Act, waived the obligation of the Marubeni
Seller and the Purchaser to provide notice of the transactions
contemplated by the Marubeni SPA and the Winsway SPA pursuant
to Section 114(1) of the Competition Act, and advised the Marubeni
Seller and the Purchaser that he does not, at that time, intend to make
an application for an order under Section 92 of the Competition Act
in respect of the transactions contemplated by the Marubeni SPA and
the Winsway SPA on terms and conditions satisfactory to the
Purchaser, which advice shall not have been rescinded at the date on
which the last of the Conditions under the Marubeni SPA and the
Winsway SPA has been satisfied or waived (as applicable)



DEFINITIONS

“connected person(s)”

“Control”

“Credit Facility”

“December Longstop
Date”

“Defaulting Shareholder”

has the meaning ascribed thereto under the Listing Rules

the ownership of more than 50% of the voting shares or the ability to
(directly or indirectly) direct the management, policies, affairs and
matters and/or to control the composition of the board of directors,
board of commissioners or equivalent body of a person, whether
pursuant to shareholding, contract, arrangement or otherwise (and
“Controlled by” and “under common Control” shall be construed
accordingly)

any limited recourse project finance credit facility made available to
GCC or GCC LP, including pursuant to the Minsheng Facilities
Agreement, as amended by the Fourth Amendment Deed and any
amendment, substitution or replacement, in whole or part, of such
facility

2 December 2014 which has been extended until 31 December 2014
as agreed by the Company, the Purchaser, the Marubeni Seller and
the Winsway Seller on 8 December 2014

A GCC Shareholder shall be a “Defaulting Shareholder” in the
following circumstances:

(1) it commits a material breach of a term of the New Shareholder
Agreement or the New Partnership Agreement and that breach:
(a) is incapable of remedy; or (b) if capable of remedy, is not
remedied within 20 Business Days for a financial breach, and
60 Business Days for other breaches, of being notified in
writing by the other party of the breach;

(i1)) an Insolvency Event occurs with respect to such GCC
Shareholder or its principal;

(iii) any event which shall make it unlawful for that GCC
Shareholder to remain a GCC Shareholder;

(iv) it disposes, or purports to dispose, of any interest in GCC or
GCC LP in breach of the New Shareholder Agreement; or

in each circumstance (a “Default”) and GCC or any other GCC
Shareholder has given a notice to such GCC Shareholder (a “Default
Notice”) specifying particulars of the Default and the GCC
Shareholder has not cured the Default within any applicable cure
period



DEFINITIONS

“Deposit”

“Derivative Exposures”

“Director(s)”

“Disposition”

“Donvex Capital”

“Encumbrance”

“Enlarged Group”

all sums deposited and from time to time standing to the credit of
every account opened and/or maintained in the name of the Company
with CMBC HK, all other sums deposited by the Company, and all
other deposits placed by the Company with CMBC HK together with
all interest, rights, benefits and assets at any time accruing or accrued

means, in relation to any Person (the “relevant party”) and any
counterparty of the relevant party at any time means the amount
which would be payable by the relevant party to that counterparty, or
by that counterparty to the relevant party, as the case may be,
pursuant to the agreement governing the derivatives entered into
between them and in effect at that time if those derivatives were to be
terminated as the result of the default of the relevant party. If the
Derivative Exposure is payable by the relevant party to any
counterparty of the relevant party, it is referred to herein as
“Out-of-the-Money Derivative Exposure”

the director(s) of the Company

means, with respect to any asset of any Person, any direct or indirect
sale, lease (where such Person is the lessor of such asset),
assignment, cession, transfer (including any transfer of title or
possession), exchange, conveyance, release or gift of such asset, or
any reorganization, consolidation, amalgamation or merger of such
Person pursuant to which such asset becomes the property of any
other Person; and “Dispose” and “Disposed” have meanings
correlative thereto; provided that any related series of transactions
involving the Disposition of the same asset or similar assets shall be
deemed to be a single Disposition

Donvex Capital Limited

means any deed of trust, mortgage, charge (whether fixed or
floating), hypothec, assignment, deposit arrangement, pledge,
preference, priority, lien, vendor’s privilege, supplier’s right of
repossession or other security interest or encumbrance of whatever
kind or nature (including, without limitation, any conditional sale or
other title retention agreement, and any financing lease having
substantially the same economic effect as any of the foregoing),
regardless of form and whether consensual or arising by law
(statutory or otherwise), that secures the payment of any
indebtedness or liability or the observance or performance of any
obligation

the Group as enlarged by the Target Group upon completion of the
Acquisition



DEFINITIONS

“Extraordinary
Resolution”

“Final Repayment Date”

“Fourth Amendment
Deed”

“GCC”

“GCC Coal”

“GCC LP”

“GCC Shareholder(s)”

(a)  aresolution receiving the approval of a Partner or Partners not
in default (and in the case of resignation of the general Partner,
excluding the general Partner to be removed), holding
Partnership Interests totalling in excess of 85% by votes
casted in person or by proxy at a duly constituted meeting of
the Partners or at any adjournment thereof called in
accordance with the New Partnership Agreement; or

(b)  a written resolution signed in one or more counterparts by a
Partner or Partners not in default (and in the case of
resignation of the general Partner, excluding the general
Partner to be removed) holding Partnership Interests in excess
of 85%

means the earlier of (i) SPA Completion and (ii) the termination of
either or both of the Marubeni SPA and the Winsway SPA, unless
extended by mutual consent by the parties to the Amendment
Agreement and Amended and Restated Bridge Loan Agreement

the amendment deed dated 1 October 2014 executed by between
(amongst others), Marubeni Seller, Winsway Seller, GCC LP and
CMBC to amend the terms of the Minsheng Facilities Agreement

Grande Cache Coal Corporation, a corporation incorporated under
the laws of the Province of Alberta, Canada being owned as to 60%
by the Winsway Seller and as to 40% by the Marubeni Seller as at the
date of the Marubeni SPA and the Winsway SPA

means the coal produced by GCC at its Grande Cache Coal mines
located in Alberta, Canada

Grande Cache Coal LP, a limited partnership established under the
laws of Alberta, Canada being held as to 59.994% by the Winsway
Seller, 0.01% by GCC and 39.996% by the Marubeni Seller as at the
date of the Marubeni SPA and the Winsway SPA

any Person who is a registered holder of shares in GCC from time to
time and its respective successors, assigns and legal representatives
and where the context requires shall mean one or more such Persons



DEFINITIONS

“Governmental
Authority”

“Governmental
Authorisations”

“Gl’OUp”

“HCC Benchmark Price”

“HCC Ceiling
Benchmark Price”

“HCC Floor Benchmark
Price”

“HK$7’

“HKMA”

“Hong Kong”

“HSBC”

“HSBC Loan
Documents”

(i) any court, judicial body, tribunal or arbitral body, (ii) any
domestic or foreign government whether multinational, national,
federal, provincial, territorial, state, municipal or local and any
governmental agency, governmental authority, governmental tribunal
or governmental commission of any kind whatever, (iii) any
subdivision or authority of any of the foregoing, (iv) any
quasi-governmental or private body exercising any regulatory,
expropriation or taxing authority under or for the account of any of
the above, (v) any supranational or regional body such as the World
Trade Organization, having jurisdiction in the relevant circumstances
and any person acting under the authority of any such government
authority and for the avoidance of doubt Governmental Authority
shall not include any Securities Exchange

any authorization, consent, approval, licence, ruling, permit,
certification, grant, right, privilege, order, judgment, ruling,
directive, ordinance, decree, exemption, exoneration, filing or
registration issued or required by any Governmental Authority

the Company and its subsidiaries

the quarterly agreed US$ FOB price of a top-tier Australian Hard
Coking Coal for the Asian market, such as BMA’s Peak Downs or
Anglo American’s German Creek, being published in the Platts’
“Coal Trader International” or “SBB Steel Markets daily” from time
to time. If such quarterly benchmark price is not published for any
reason, the spot price of the Platts Daily Metallurgical Coal
Assessments under HCC Peak Downs Region FOB Australia shall

apply

in year the price set out in the Marubeni Buy-back Right Agreement
and the Winsway Buy-back Right Agreement respectively

in year the price set out in the Marubeni Buy-back Right Agreement
and the Winsway Buy-back Right Agreement respectively

Hong Kong dollar(s), the lawful currency of Hong Kong
Hong Kong Monetary Authority

the Hong Kong Special Administrative Region of the PRC
means HSBC Bank Canada

means all of the loan and security documents which the Loan Parties
or any Loan Party has granted in favour of HSBC in connection with
any Indebtedness to HSBC



DEFINITIONS

“IFRS”

“Indebtedness”

“Independent Board
Committee”

“Independent
Shareholders”

“Independent Third
Party”

means international financial reporting standards, approved by the
International Accounting Standards Board or each successor thereto
(“IASB”), adopted by the Loan Parties, as applicable, as at the date
on which any calculation or determination is required to be made,
provided that, in accordance with the international financial
reporting standards, where the TASB includes a recommendation
concerning the treatment of any accounting matter, such
recommendation shall be regarded as the only international financial
reporting standard

of any Person means and includes, without duplication, (a)
indebtedness for borrowed money or indebtedness issued or incurred
in substitution or exchange for indebtedness for borrowed money, (b)
amounts owing as deferred purchase price for property or services,
other than trade payables incurred in the ordinary course of business
and payable in accordance with customary practices, (c)
indebtedness evidenced by any note, bond, debenture, mortgage or
other debt instrument or financial debt security, (d) Capital Lease
Obligations, (e) all obligations arising from cash/book overdrafts, (f)
reimbursement obligations of such Person under bankers’
acceptances and contingent obligations of such Person in respect of
any letter of credit, bank guarantee or surety bond, (g) indebtedness
secured by an Encumbrance on assets or property of such Person, (h)
Out-of-the-Money Derivative Exposure, (i) any change of control
payments or prepayment premiums, penalties, charges or equivalents
thereof with respect to any indebtedness, obligation, or liability of
the type described in clauses (a) through (h) above, or (j) the
contingent obligations of such Person under any guarantee or other
agreement assuring payment of any obligations of any Person of the
type described in the foregoing clauses (a) to (i) above

a committee of the Board comprising all the independent
non-executive Directors, namely Mr. Chau Shing Yim, David, Mr. Li
Bao Guo, Mr. Lien Jown Jing, Vincent and Dr. Shen Shiao-Ming,
established for the purpose of advising and giving recommendation
to the Independent Shareholders in relation to the Acquisition

the Shareholders other than UEGL and UECL and their respective
Associates and those who are involved in or interested in the

Acquisition

a third party independent of the Company and the connected persons
of the Company

10—



DEFINITIONS

“Insolvency Event”

“Interim Period”

in respect of a party to the Marubeni SPA, Winsway SPA, the New
Shareholder Agreement, the Interim Support Agreement and the
Amended and Restated Bridge Loan Agreement or a Person that is
deemed to be bound by the New Shareholder Agreement pursuant to
the Act (the “Party”), any one or more of the following:

(a)  if a Party files a petition in bankruptcy or for reorganization or
for an arrangement pursuant to any applicable Insolvency Law
now or hereafter in effect;

(b) if a Party is adjudged bankrupt by a court of competent
jurisdiction, or becomes insolvent, makes an assignment for
the benefit of its creditors, admits in writing its inability to pay
its debts generally as they become due, is dissolved or
suspends payment generally of its obligations;

(c)  if a petition is filed proposing the adjudication of a Party as
bankrupt or its reorganization pursuant to any applicable
Insolvency Law or any similar Applicable Law (as separately
defined under the Amended and Restated Bridge Loan
Agreement, the Interim Support Agreement, now or hereafter
in effect, and:

1) the Party consents to that filing;

(ii)  the petition is not discharged or denied within 60 days
after that filing; or

(iii) the petition is not diligently defended against;

(d) if a receiver, trustee, liquidator, or other similar official is
appointed to take charge of a Party or of all or substantially all
of the business or assets of a Party, and:

(1) that Party consents to such appointment; or

(ii)  the appointment is not discharged or withdrawn or
action is not taken by that Party to secure the discharge
of that official within 60 days after the appointment

means the period commencing on the date of the Interim Support
Agreement and ending on the earlier of the date of (x) SPA
Completion and (y) the termination of the Acquisition under either or
both of the Winsway SPA and Marubeni SPA

—11 =



DEFINITIONS

“Interim Support
Agreement”

“Investment Canada Act”

“Investment Canada Act
Approval”

“Latest Practicable Date”

“Listing Rules”

“Loan Obligations”

“Loan Parties”

“Longstop Date”

the agreement entered into between the Purchaser, the Company,
Winsway Seller, Marubeni Seller, GCC and GCC LP on 17 December
2014 (after trading hours), as supplemented by the letter agreements
among the same parties on 24 December 2014 and 13 May 2015,
pursuant to which the Company and the Purchaser agreed to provide
additional funds for GCC and GCC LP to continue operations until
SPA Completion on the condition that the interim operational plan is
implemented

the Investment Canada Act, R.S.C. 1985, c.28 (1°' Supp.), as
amended

either the Minister designated for the purposes of the Investment
Canada Act shall have sent a notice pursuant to subsection 21(1) of
the Investment Canada Act to the Purchaser, on terms and conditions
satisfactory to the Purchaser and the Marubeni Seller, each acting
reasonably, stating that the Minister is satisfied that the
transaction(s) contemplated in the Marubeni SPA is or are likely to
be of net benefit to Canada, or alternatively, the time period provided
for the giving of such notice pursuant to the Investment Canada Act
(including any extensions) shall have expired such that the Minister
shall be deemed, pursuant to subsection 21(9) of the Investment
Canada Act, to be satisfied that the transaction(s) contemplated
herein is or are of net benefit to Canada

26 June 2015, being the latest practicable date prior to the printing of
this circular for ascertaining certain information for inclusion in this

circular
the Rules Governing the Listing of Securities on the Stock Exchange

means the Indebtedness and other liabilities and obligations
(including all indemnity obligations) of any Loan Party owing to the
financing party incurred under, pursuant to or otherwise in respect of
each Transaction Document, and any item or part thereof. For
certainty, “Loan Obligations” shall include interest accruing
subsequent to the commencement of, or which would have accrued
but for the commencement of, any bankruptcy proceeding in
accordance with and at the rate specified therein or in another
applicable Transaction Document, whether or not such interest is an
allowable claim in such bankruptcy proceeding

means GCC and GCC LP, and each one of them is a “Loan Party”
Longstop Date has been extended to 20 July 2015, pursuant to mutual

agreements made by the Company, Purchaser, Marubeni and
Winsway on 26 June 2015

— 12 -



DEFINITIONS

“Management Services
Agreement”

“Marubeni”

“Marubeni Buy-back
Interests”

“Marubeni Buy-back
Longstop Date”

“Marubeni Buy-back
Notice”

“Marubeni Buy-back
Partnership Interests”

“Marubeni Buy-back
Period”

“Marubeni Buy-back
Right”

“Marubeni Buy-back

Right Agreement”

“Marubeni Buy-back
Right Completion”

the management, operations and administrative services agreement
entered into between GCC LP and GCC and made effective as of
14 February 2012 pursuant to which GCC agreed to provide certain
management, operational and administrative services to the GCC LP,
as it may be amended, supplemented, restated or otherwise modified
from time to time

Marubeni Corporation, a company incorporated in Japan
(a) the Marubeni Buy-back Partnership Interests; and
(b)  the Marubeni Buy-back Shares

the date which is 120 days after the date of the Marubeni Buy-back
Notice and as extended for the time period for any approvals required
under the Investment Canada Act and the Competition Act for the
purchase of the Marubeni Buy-back Shares

notice in writing made by Marubeni to the Purchaser in order to
exercise the Marubeni Buy-back Right

a Partnership Interest of up to approximately 15.78%

the period commencing on the date upon which the SPA Completion
occurs and ending on the later to occur of:

(a)  the date which is three years from the date upon which the SPA
Completion occurred; or

(b)  the date upon which the first principal repayment is due
payable under the Minsheng Facilities Agreement after the
date of the Marubeni Buy-back Right Agreement, currently 5
September 2017

the irrevocable and unconditional right of Marubeni to purchase the
Marubeni Buy-back Interest in accordance with the Marubeni
Buy-back Right Agreement

the agreement substantially in the form set out in the Marubeni SPA
between Marubeni, the Purchaser and the Company which grants a
buy-back right in favour of Marubeni (or its wholly-owned
subsidiary) to purchase up to approximately 15.78% Partnership
Interest and approximately 15.78% shareholding in GCC

completion of the sale and purchase of all the Marubeni Transfer
Buy-back Interests
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DEFINITIONS

“Marubeni Buy-back
Right Conditions”

“Marubeni Buy-back
Shares”

“Marubeni
Consideration”

“Marubeni Due Diligence

Period”

“Marubeni Marketing
Agency Agreement”

“Marubeni MOU”

“Marubeni Notice”

“Marubeni Purchase
Price”

“Marubeni Sale Interests”

“Marubeni Securities
Pledge Agreement”

“Marubeni Seller”

the conditions set out in the Marubeni Buy-back Right Agreement

means a number of ordinary shares in the capital of GCC beneficially
owned by and registered in the name of the Purchaser representing up
to approximately 15.78% of the total issued ordinary shares in the
capital of GCC

US$1 for the acquisition of the Marubeni Sale Interests

a period of sixty (60) days from the date of the Marubeni Buy-back
Notice

the agreement to be entered into among Marubeni, GCC and the
Company which grants certain marketing rights to Marubeni in
respect of the products produced by GCC at its Grande Cache coal
mine located in Alberta, Canada

the memorandum of understanding dated 30 September 2014 entered
into between the Company and Marubeni in respect of the Marubeni
Sale Interests, as disclosed in the announcement of the Company
dated 30 September 2014

a written notice which Marubeni may elect to issue to proceed or not
to proceed with the transfer of the Marubeni Transfer Buy-back
Interests

is the purchase price of Marubeni to purchase the Marubeni
Buy-back Interest in accordance with the Marubeni Buy-back Right
Agreement

276,310,916 common shares in the capital of GCC registered in the
name of the Marubeni Seller, being 40% in the total issued share
capital of GCC, and a 39.996% partnership interest in GCC LP

means the securities pledge agreement made as of 12 September
2014 between Marubeni Seller and the Purchaser as new lender, as
may be amended from time to time

Marubeni Coal Canada Limited, a company incorporated under the

laws of British Columbia, Canada and an indirect wholly-owned
subsidiary of Marubeni
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DEFINITIONS

“Marubeni Seller Claims”

“Marubeni SPA”

“Marubeni Three Month
Period”

“Marubeni Trigger Price

Range”

“Material Contract”

“Minimum Purchases”

“Minimum Sales”

“Minister”

“Minsheng Facilities
Agreement”

“MTPA”

“New Partnership
Agreement”

a claim (except a claim in relation to the Interim Support Agreement)
against the Purchaser whether in contract or otherwise in respect of
any of the Purchaser warranties and any other claim by the Marubeni
Seller, under the provisions of Marubeni SPA or in connection with
the subject matter of Marubeni SPA

the conditional sale and purchase agreement dated 14 November
2014 entered into between the Purchaser, Marubeni and the
Marubeni Seller in respect of the acquisition by the Purchaser of all
of the Marubeni Seller’s interest in GCC and GCC LP on terms
substantially similar to the Winsway SPA which was entered into on
the same date as the Marubeni SPA

a three month period immediately following any date upon which the
HCC Benchmark Price is within the Marubeni Trigger Price Range
during the Marubeni Buy-back Period

a price range determined in accordance with the Marubeni Buy-back
Right Agreement

means any present and future agreements, contracts, declarations of
trust, deeds, instruments or other documents entered into by any
Loan Party or other Person which are binding upon such Loan Party
or its property and are material to the operation of its business

purchases of not less than 40% of GCC LP’s annual production of
GCC Coal by the Winsway Marketing Agent

sales of not less than 40% of GCC LP’s annual production of GCC
Coal by GCC LP

such member of the Queen’s Privy Council for Canada as is
designated by the Governor in Council as the Minister for the
purposes of the Investment Canada Act

the US$430,000,000 Senior Facilities Agreement dated 1 March
2012 between (amongst others), Marubeni Seller, Winsway Seller,
GCC LP and CMBC, as subsequently restated and amended

million tons per annum

the amended and restated limited partnership agreement to be entered

into among GCC, the Purchaser and Winsway Seller and delivered at
SPA Completion
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DEFINITIONS

“New Shareholder
Agreement”

“NI43-101 Technical

Report”

“Obligations”

“Official Body(ies)”

“Official Body

Consent(s)”

“Partner”

“Partnership Agreement”

“Partnership Interest”

a shareholder agreement to be entered into among GCC, the
Purchaser, the Company, the Winsway Seller and Winsway and
delivered at SPA Completion

a National Instrument 43-101 Technical Report prepared in
accordance with Form 43-101F1 (2011) for GCC LP by a team
composed of qualified persons employed by Norwest Corporation
dated 27 March 2015 and effective as at 31 December 2014

of a party to the New Shareholder Agreement or a Person that is
deemed to be bound by the New Shareholder Agreement pursuant to
the Act means all of its covenants, agreements, obligations, duties,
liabilities, representations and warranties under the New Shareholder
Agreement, the Partnership Agreement, the New Partnership
Agreement, the Act or otherwise incurred in its capacity as a Partner
or a GCC Shareholder, including any guarantees provided by a GCC
Shareholder or Partner of any obligations of GCC or GCC LP

any national, provincial, state or municipal government or
government of any political subdivision thereof, or any parliament,
legislature, council, agency, authority, board, central bank, monetary
authority, commission, department or instrumentality thereof, or any
court, tribunal, grand jury, mediator or arbitrator, whether foreign or
domestic, in each case having or purporting to have jurisdiction in
the relevant circumstances

any licence, right, permit, franchise, privilege, registration,
direction, decree, consent, order, permission, approval or authority to
be issued or provided by an Official Body

the parties to the Partnership Agreement, and any person (including a
partnership) that becomes a Partner in the partnership pursuant to the
terms of the Partnership Agreement

the limited partnership agreement entered into between GCC and
Smoky River International Inc. made effective 14 February 2012, as
amended and restated on 1 March 2012 and entered into among GCC,
the Marubeni Seller and Winsway Seller as it may be amended,
supplemented, restated or otherwise modified from time to time

in respect of a Partner, the right, title, estate and interest of that
Partner in the Partnership, at any particular time, which Partnership
Interest is described in Schedule “A” of the Partnership Agreement,
identified as a General Partnership Interest or a Limited Partnership
Interest therein, expressed as a percentage and determined in
accordance with the provisions of the Partnership Agreement
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DEFINITIONS

“Person”

“PRC”

“Purchaser”

“Purchaser Claims”

“Review Year”

“RMB or Renminbi”

“Secured Liabilities”

“Secured Obligation”

means an individual, a corporation, voluntary association, joint stock
company, trust, limited or general partnership, joint venture, trust,
trustee, regulatory body or agency, government or governmental
agency, authority or entity however designated or constituted or
other entity and the heirs, executors, administrators, legal
representatives, successors and assigns of such Person as the context
may require

the People’s Republic of China, which, for the purposes of this
circular, excludes Hong Kong, the Macau Special Administrative
Region of the PRC and Taiwan

Up Energy Resources Company Limited, a company incorporated
under the laws of the BVI and a wholly-owned subsidiary of the
Company, or an Affiliate if such assignment is made

a claim against the Marubeni Seller or the Winsway Seller whether in
contract or otherwise in respect of any of the Marubeni Seller or
Winsway Seller warranties and any other claim by the Purchaser,
under the provisions of the Marubeni SPA and the Winsway SPA or in
connection with the subject matter of the Marubeni SPA and the
Winsway SPA

from 1 April 2014 to 31 March 2015

Renminbi, the lawful currency of the PRC

all or any money and liabilities which shall from time to time (and
whether on or at any time after demand) be due, owing or incurred
and/or payable in whatsoever manner to CMBC HK by GCC LP
whether actually or contingently, solely or jointly and whether as
principal or surety including among other things any money owing,
due or payable to CMBC HK in respect of any facility granted to
GCCLP

means all present and future debts, liabilities and obligations of any
Loan Party to the Company and the Purchaser (including all future
Advances, whether direct or indirect, absolute or contingent, joint or
several, matured or not, extended or renewed, wherever and however
incurred, of whatsoever nature or kind, whether or not provided for
herein, and whether owed as principal, guarantor, indemnitor or
otherwise, including all loan obligations and all Indebtedness and
other liabilities and obligations of GCC LP under the Bridge Loan
Agreement, as amended by the Amendment Agreement)
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DEFINITIONS

“Securities Exchange”

“Security Agent”

“Security Assets”

“SFC”

“SFO”

“SGM”

“Shareholder(s)”

“Shareholder Agreement”

“Shareholder Interest”

“Shares”

“SPA Completion”

“SPA Completion Date”

“SPA Completion Time”

“Stock Exchange”

“Target Group”

any securities exchange or regulatory or governmental body to which
any party is subject or reasonably submits, wherever situated and for
purposes of the Company and the Winsway Seller and the Marubeni
Seller include the Stock Exchange and the Tokyo Stock Exchange
respectively

China Minsheng Banking Corp., Ltd., Hong Kong Branch

the assets from time to time charged (or expressed to be charged) by
or pursuant to the Charge

Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the laws of
Hong Kong) as amended from time to time

the special general meeting of the Company to be convened for the
purpose of considering, and if thought fit, approving the Marubeni
SPA, the Winsway SPA, the Marubeni Buy-back Right Agreement,
the Winsway Buy-back Right Agreement and the Winsway Marketing
Agency Agreement

holder(s) of the Share(s)

the amended and restated unanimous shareholder agreement of GCC
entered by the Marubeni Seller, Winsway Seller, Marubeni, Winsway
and GCC, effective as of 1 March 2012, as amended and restated on
26 April 2012

with respect to a GCC Shareholder, all of that GCC Shareholder’s
interest in GCC and all of that GCC Shareholder’s interest in GCC
LP

share(s) of the Company of HK$0.20 each

the completion of the Acquisition in accordance with the Marubeni
SPA and the Winsway SPA

the date on which the SPA Completion occurs

9:00 p.m. (Hong Kong time) on the SPA Completion Date or such
other time on the SPA Completion Date as the parties agree in writing
that SPA Completion shall take place

The Stock Exchange of Hong Kong Limited

GCC and GCC LP
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DEFINITIONS

“Third Party Approvals”

“Three-Month Deadline”

“Transaction Documents”

“Transfer” or
“Transferred”

“Transferee”

“Transferor”

“Two-Month Deadline”

“UECL”

“UEGL”

“US$”

consents, waivers, permissions and approvals necessary to complete
the transactions contemplated by the Marubeni SPA and the Winsway
SPA by or from relevant third parties (including the GCC and the
GCC LP’s financiers, shareholder of GCC and Partner (other than the
Marubeni Seller and the Winsway Seller)) and Governmental
Authorities and, for certainty, excludes the Competition Act
Approval and the Investment Canada Act Approval

means the date that is the same numeric day of the third calendar
month after the date of the Amended and Restated Bridge Loan
Agreement

the Amended and Restated Bridge Loan Agreement, the Interim
Support Agreement and the security documents specified in the
Amended and Restated Bridge Loan Agreement

any transfer, sale, exchange, assignment, gift, mortgage, pledge,
encumbrance, hypothecation, alienation or other disposition by
which the legal or beneficial ownership of a share in GCC or
Partnership Interest passes from one Person to another or to the same
Person in a different capacity or to a successor of such Person,
whether or not for value, whether voluntary, involuntary, by
operation of law or in accordance with the New Shareholder
Agreement, and in the case of a Transfer to Affiliates, shall be limited
to a transfer and assignment of the legal ownership of a Shareholder
Interest.

any Person to whom a GCC Shareholder or Partner has made or
agreed (conditionally or otherwise) to make a Transfer

a GCC Shareholder or Partner that has made or agreed (conditionally
or otherwise) to make a Transfer

means the date that is the same numeric day of the second calendar
month after the date of the Amended and Restated Bridge Loan
Agreement

Up Energy Capital Limited, a company wholly owned by Mr. Qin
Jun, an executive director of the Company

Up Energy Group Limited, a company being indirectly 100%
beneficially held in trust by J & J Trust, of which Mr. Qin Jun and his

wife are beneficiaries

United States dollar(s), the lawful currency of the United States of
America
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DEFINITIONS

“Valuation Report”

“Winsway”

“Winsway Buy-back
Interests”

“Winsway Buy-back
Longstop Date”

“Winsway Buy-back
Notice”

“Winsway Buy-back
Partnership Interests”

“Winsway Buy-back
Period”

“Winsway Buy-back
Right”

“Winsway Buy-back
Right Agreement”

a valuation report prepared in accordance with the requirements of
Chapter 18 of the Listing Rules on the mineral assets (as defined
under Chapter 18 of the Listing Rules) held by the Target Group, the
Target Group and the buy-back shares and partnership interests in
GCC and GCC LP for the purpose of inclusion in this circular

Winsway Enterprises Holdings Limited, a company incorporated
under the laws of the BVI with limited liability and the issued shares
of which are listed on the main board of the Stock Exchange (Stock
Code:1733)

(a)  the Winsway Buy-back Partnership Interest; and
(b)  the Winsway Buy-back Shares

the date which is 120 days after the date of the Winsway Buy-back
Notice and as extended for the time period for any approvals required
under the Investment Canada Act and the Competition Act for the
purchase of the Winsway Buy-back Shares

notice in writing made by Winsway to the Purchaser in order to
exercise the Winsway Buy-back Right

a Partnership Interest of up to approximately 16.86%

the period commencing on the date upon which the SPA Completion
occurs and ending on the later to occur of:

(a)  the date which is three years from the date upon which the SPA
Completion occurred; or

(b)  the date upon which the first principal repayment is due
payable under the Minsheng Facilities Agreement after the
date of the Winsway Buy-back Right Agreement, currently 5
September 2017

the irrevocable and unconditional right of Winsway to purchase the
Winsway Buy-back Interests for the Winsway Purchase Price in
accordance to the Winsway Buy-back Right Agreement

the agreement substantially in the form set out in the Winsway SPA
between Winsway, the Purchaser and the Company which grants a
buy-back right in favour of Winsway to purchase up to approximately
16.86% Partnership Interest and approximately 16.86% shareholding
in GCC
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DEFINITIONS

“Winsway Buy-back
Right Completion”

“Winsway Buy-back
Right Conditions”

“Winsway Buy-back
Shares”

bl

“Winsway Consideration’

“Winsway Due Diligence
Period”

“Winsway Marketing
Agency Agreement”

“Winsway MOU”

“Winsway Notice”

“Winsway Purchase
Price”

“Winsway Sale Interests”

“Winsway Securities

Pledge Agreement”

“Winsway Seller”

completion of the sale and purchase of all the Winsway Transfer
Buy-back Interests

the conditions set out in the Winsway Buy-back Right Agreement

means a number of ordinary shares in the capital of GCC beneficially
owned by and registered in the name of the Purchaser representing up
to approximately 16.86% of the total issued ordinary shares in the
capital of GCC

USS$1 for the acquisition of the Winsway Sale Interests

a period of thirty (30) days from the date of the Winsway Buy-back
Notice

the agreement to be entered into among Winsway, GCC and the
Company which grants certain marketing rights to Marubeni in
respect of the products produced by GCC at its Grande Cache coal
mine located in Alberta, Canada

the memorandum of understanding dated 30 September 2014 entered
into between the Company and Winsway in respect of the Winsway
Sale Interests, as disclosed in the announcement of the Company
dated 30 September 2014

a written notice which Winsway may elect to issue to proceed or not
to proceed with the transfer of the Winsway Transfer Buy-back
Interests

is the purchase price of Winsway to purchase the Winsway Buy-back
Interests in accordance with the Winsway Buy-back Right
Agreement

295,238,214 common shares in the capital of GCC registered in the
name of the Winsway Seller being approximately 42.74% in the total
issued share capital of GCC and approximately 42.74% partnership
interest in GCC LP

means the securities pledge agreement made as of 12 September
2014 between Winsway Seller and the Purchaser as new lender, as
may be amended from time to time

0925165 B.C. Limited, a company incorporated in the Province of

British Columbia, Canada and an indirect wholly-owned subsidiary
of Winsway
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DEFINITIONS

“Winsway Seller Claims”

“Winsway SPA”

“Winsway Three Month
Period”

“Winsway Trigger Price
Range”

“%”

a claim (except a claim in relation to the Interim Support Agreement)
against the Purchaser whether in contract or otherwise in respect of
any of the Purchaser warranties and any other claim by the Winsway
Seller, under the provisions of Winsway SPA or in connection with
the subject matter of Winsway SPA

the conditional sale and purchase agreement dated 14 November
2014 entered into between the Purchaser, Winsway and the Winsway
Seller in respect of the acquisition by the Purchaser of approximately
42.74% of all the Winsway Seller’s interest in GCC and GCC LP on
terms substantially similar to the Marubeni SPA which was entered
into on the same date as the Winsway SPA

a three-month period immediately following any date upon which the
HCC Benchmark Price is within the Winsway Trigger Price Range

during the Winsway Buy-back Period

a price range determined in accordance with the Winsway Buy-back
Right Agreement

per cent
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LETTER FROM THE BOARD

UPZENERGY

UP ENERGY DEVELOPMENT GROUP LIMITED
BkERXREERRIT*

(Incorporated in the Bermuda with limited liability)

(Stock code: 307)

Executive Directors: Registered office:
Mr. Qin Jun (chairman and chief executive officer) Clarendon House
Mr. Jiang Hongwen (chief financial officer) 2 Church Street
Mr. Wang Chuan Hamilton HM 11
Bermuda
Independent non-executive Directors:
Mr. Chau Shing Yim, David Head office and principal place of
Mr. Li Bao Guo business in Hong Kong:
Mr. Lien Jown Jing, Vincent Room 3201, 32/F
Dr. Shen Shiao-Ming Tower 1, Admiralty Centre

18 Harcourt Road
Admiralty, Hong Kong

30 June 2015
To the Shareholders

Dear Sir or Madam,

(1) VERY SUBSTANTIAL ACQUISITION
IN RELATION TO THE ACQUISITION OF APPROXIMATELY
82.74% INTERESTS IN
GRANDE CACHE COAL CORPORATION AND
GRANDE CACHE COAL LP RESPECTIVELY;
(2) POSSIBLE MAJOR TRANSACTION IN RELATION TO
THE MARUBENI BUY-BACK RIGHT AGREEMENT;
(3) POSSIBLE MAJOR AND CONNECTED TRANSACTION IN RELATION TO
THE WINSWAY BUY-BACK RIGHT AGREEMENT;
AND
(4) THE PROPOSED CONTINUING CONNECTED TRANSACTION
IN RELATION TO THE WINSWAY MARKETING AGENCY AGREEMENT

*  For identification purposes only
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SUMMARY

The Company through its subsidiaries is principally engaged in the mining of coking coal,

production and sale of raw coking coal, and coking and chemicals products in the PRC.

On 14 November 2014, the Company and the Purchaser entered into the Marubeni SPA and
Winsway SPA, at a consideration of US$1 with each of Marubeni Seller and Winsway Seller
separately. Upon the SPA Completion, GCC will be held, directly as to approximately 82.74% by
the Purchaser and as to 17.26% by the Winsway Seller and GCC LP will be held indirectly as to
82.7366% by the Purchaser and 17.2534% by the Winsway Seller and approximately 0.01%
directly by GCC. The Acquisition signifies the Company’s first and yet important step in the
international market. The Directors believe that through the Acquisition, the Company can (i)
diversify its access to coal resources and reserves geographically; (ii) secure a foothold in the
seaborne coking coal market; and (iii) enjoy the positive financial effect within a short period of

time once the coal price resumes an upward trend.

As both Marubeni and Winsway are significant coal suppliers in their own right, are already
familiar with the GCC product and have large networks and client bases around the world, they can
assist in supporting the marketing efforts of the GCC product. As part of the transaction, the
Company will enter into the Marubeni Marketing Agency Agreement and Winsway Marketing
Agency Agreement, under which GCC LP will appoint Marubeni and Winsway as its agents to

provide exclusive marketing services in connection with the sale of GCC coal.

In connection with the Acquisition, the Company and the Purchaser will separately enter
into the Marubeni Buy-back Agreement and the Winsway Buy-back Agreement with Marubeni and
Winsway at SPA Completion. Under the buy-back agreements, the Purchaser will grant Marubeni
and Winsway an irrevocable and unconditional right to purchase the Marubeni and Winsway
Buy-back Interests based on the Marubeni Purchase Price and Winsway Purchase Price,
respectively. The Marubeni Buy-back Right and Winsway Buy-back Right shall be exercisable by
notice in writing to the Purchaser at any time within a three month period immediately following
any date upon which the HCC Benchmark Price is within the Marubeni Trigger Price Range and
Winsway Trigger Price Range during the buy-back period. The Company believes that the
buy-back agreements can (i) increase the incentive of Marubeni and Winsway in selling GCC
products; (ii) promote GCC products to the international market and maintain the products’ pricing
and standards; and (iii) maintain both Marubeni and Winsway’s interest in the international coal
market after the disposal of GCC.

In order to provide funding to support the GCC business operations and to facilitate the
Acquisition and the transaction during the negotiation period, the Company entered into the
Amended and Restated Bridge Loan Agreement and Charge of Deposit with GCC LP, the
Purchaser, the Marubeni Seller and Winsway Seller respectively.
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INTRODUCTION

Reference is made to the announcements of the Company dated 8 December 2014, 9
December 2014, 30 December 2014, 2 January 2015, 31 March 2015, 8 April 2015 and 13 May
2015 (the “Announcements”) in respect of the Acquisition, the Marubeni SPA and the Winsway
SPA and other documents and updates in relation to the Acquisition.

As disclosed in the Announcements, concurrently on 14 November 2014 (after trading
hours), the Purchaser, the Company and:

(I)  the Marubeni Seller entered into the Marubeni SPA, pursuant to which the Marubeni
Seller conditionally agreed to sell and the Purchaser conditionally agreed to purchase
the Marubeni Sale Interests in accordance with the terms and conditions of the
Marubeni SPA.

(2) the Winsway Seller entered into the Winsway SPA, pursuant to which the Winsway
Seller conditionally agreed to sell and the Purchaser conditionally agreed to purchase
the Winsway Sale Interests in accordance with the terms and conditions of the
Winsway SPA.

SPA Completion is conditional on, among other things, the approval of the Marubeni SPA,
the Winsway SPA and the transactions contemplated thereunder by the Shareholders at the SGM.

As the applicable percentage ratios (as calculated in accordance with Rule 14.07 of the
Listing Rules) for the Acquisition are more than 100%, the Acquisition contemplated constitutes a
very substantial acquisition for the Company under Chapter 14 of the Listing Rules and is subject
to approval by the Shareholders at the SGM by way of poll. To the best of the Directors’
knowledge, Marubeni, Winsway and their respective associates do not hold any Shares as at the
Latest Practicable Date and no Shareholder has a material interest in the transactions contemplated
under the Marubeni SPA and the Winsway SPA. Accordingly, no Shareholder will be required to
abstain from voting at the SGM in respect of the resolution(s) relating to the Acquisition.

To the best knowledge, information and belief of the Directors, having made all reasonable
enquiries, each of the Marubeni Seller, the Winsway Seller and their respective ultimate beneficial
owners and their respective Associates do not hold any Shares, options or securities convertible
into Shares as at the date of the Marubeni SPA and the Winsway SPA.

The Marubeni Buy-back Right Agreement and Winsway Buy-back Right Agreement are
considered option agreements granted by the Company under the Listing Rules. As the highest
possible monetary value of the Marubeni Purchase Price, the Winsway Purchase Price and the
underlying assets has not been determined for the purpose of classification of a notifiable
transaction, the Listing Rules provide that these transactions are classified at least as major
transactions subject to Shareholders’ approval.

Upon SPA Completion, Winsway will become a substantial shareholder of GCC and hence a
connected person of the Company at the subsidiary level as defined under Rule 14A.07 of the
Listing Rules. As such, the transaction contemplated under the Winsway Buy-back Right
Agreement will constitute a connected transaction of the Company and the proposed transaction
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contemplated under the Winsway Marketing Agency Agreement will constitute a continuing
connected transaction of the Company under Chapter 14A of the Listing Rules and subject to
reporting, disclosure and Independent Shareholders’ approval requirements as stipulated and

exempted under Chapter 14A of the Listing Rules.

In compliance with the requirements of Chapter 18 of the Listing Rules, the Company has
appointed (i) Norwest Corporation to issue a Competent Person’s Report (the text of which is set
out in Appendix V to this circular) to provide the estimated amounts of resources and reserves in
respect of the Grande Cache Mine in accordance with the Canadian Standard NI 43-101, the
Competent Person is Mr. Carl Pollastro; and (ii) appointed Norwest Corporation to issue a
Valuation Report, the Competent Evaluator is Mr. Carl Pollastro (the text of which is set out to
Appendix VI of this circular). The Board confirms that Mr. Carl Pollastro of Norwest Corporation
is qualified, independent and experienced under Listing Rules 18.21, 18.22 and 18.23.

The purpose of this circular, having incorporated all changes to terms from the relevant
amendment agreements and deeds, is to provide you with, among others, (i) further details of the
Acquisition, the Marubeni Buy-back Right Agreement, the Winsway Buy-back Right Agreement
and the Winsway Marketing Agency Agreement; (ii) the Competent Person’s Report and the
Valuation Report; (iii) the recommendation of the Independent Board Committee in relation to the
Winsway Buy-back Right Agreement and the Winsway Marketing Agency Agreement; (iv) a letter
of advice from the independent financial adviser to the Independent Board Committee and the
Independent Shareholders in relation to the Winsway Buy-back Right Agreement and the Winsway
Marketing Agency Agreement; (v) financial information of the Group; (vi) financial information of
the Target Group; (vii) the notice of the SGM; and (viii) other information as required under the

Listing Rules.

THE MARUBENI SPA

Date : 14 November 2014

Parties : (1) The Purchaser
(2) The Company
(3) Marubeni Seller

To the best of the Directors’ knowledge, information and belief and having made all
reasonable enquiries, the Marubeni Seller, Marubeni and their respective ultimate beneficial
owners are Independent Third Parties. Save for the entering into of the Marubeni MOU, the
Marubeni SPA, the Bridge Loan and the Charge on Deposit, the Group has no current or prior
relationship and business arrangement with the Marubeni Seller, Marubeni and the Target Group.

Assets to be Acquired
The Marubeni Sale Interests representing 276,310,916 common shares in the capital of GCC

registered in the name of the Marubeni Seller, being 40% of the total issued share capital in GCC,
and 39.996% of partnership interest in GCC LP as at the date of the Marubeni SPA.
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Consideration

The Marubeni Consideration (being US$1) shall be satisfied by the Purchaser upon SPA
Completion. The Marubeni Consideration was determined after arm’s length negotiations amongst
the Purchaser, the Company and the Marubeni Seller. Numerous factors were taken into account
including the current financial position of GCC, its assets and liabilities, cash flows and earnings,
its stage of development and potential future capital expenditure requirements, potential
production capability and quality of the assets, the Marubeni Buy-back Right Agreement and the
broader benefits of the transaction to the Company.

Conditions Precedent

Conditions

SPA Completion is conditional on the following Marubeni SPA Conditions (collectively, the
“Marubeni SPA Conditions”) being satisfied on or before: (i) in respect of Marubeni SPA
Conditions (3) to (9) (inclusive) and (14), the Longstop Date; and (ii) in respect of Marubeni SPA
Conditions (1), (2), (15) and (10) to (13) (inclusive), the December Longstop Date, or on or before

such later date as the parties may agree:

(I)  each of the Company and the Purchaser has delivered or caused to be delivered to the
Marubeni Seller a copy of or extracts from the minutes of a meeting of the directors of
the Company and the Purchaser, respectively, authorising the Company and the
Purchaser, respectively, to enter into and perform its obligations under the Marubeni
SPA, certified to be a true and complete copy by a director or the secretary of the

Company and the Purchaser, respectively;

(2)  the Marubeni Seller has delivered or caused to be delivered to the Purchaser a copy of
or extracts from the minutes of a meeting of the directors of the Marubeni Seller,
authorising the Marubeni Seller to enter into and perform their obligations under the
Marubeni SPA, certified to be true and complete copies by a director or the secretary
of the Marubeni Seller;

(3) all Third Party Approvals have been obtained;

(4)  Competition Act Approval has been obtained;

(5) Investment Canada Act Approval has been obtained;

(6) (i) approval from the Shareholders at a general meeting; and (ii) all consents, waivers,
permissions and approvals in relation to the transactions contemplated under the
Marubeni SPA from the Stock Exchange and from the SFC required by the Company,

have been obtained;

(7)  GCC shall have obtained for the benefit of GCC LP all necessary approvals to start
development of No. 4 seam in No. 12 South B2 Area;
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(8)  the conditions precedent (other than any condition requiring the Marubeni SPA to
have become unconditional) in the Winsway SPA having being satisfied or waived (as
applicable);

(9)  the agreement and execution of a supplemental agreement to the Fourth Amendment
Deed, which will amend the funding contributions set out thereof, by the parties to the
Fourth Amendment Deed;

(10) the Purchaser, Winsway Seller, GCC and the Marubeni Seller shall have agreed and
executed the Interim Support Agreement;

(11) the Purchaser shall have provided written notification to the Marubeni Seller that the
Purchaser has completed its own due diligence investigation of the operation of GCC
and GCC LP and the results of which shall be satisfactory to the Purchaser;

(12) the provision by China Minsheng Banking Corporation of a waiver in respect of the
funding contributions scheduled for December 2014 as set out in the Fourth
Amendment Deed;

(13) the agreement and execution by the Purchaser, the Company and the Marubeni Seller
of an agreement for the sale and purchase of any rights, reliefs and benefits accrued
by the Marubeni Seller from its holding of the Marubeni Sale Interests;

(14) the Marubeni Seller having received confirmation in writing of Winsway Seller’s
consent to complete the transactions contemplated by the Marubeni SPA and an
agreed termination letter, on terms and conditions satisfactory to the parties to such
letter; and

(15) the agreement by GCC, the Company and Marubeni of an agreed form of the
Marubeni Marketing Agency Agreement which grants certain marketing rights to
Marubeni in respect of the product produced from the Grande Cache coal project.

As at the Latest Practicable Date, Marubeni SPA Conditions (1), (2), (4), (5), (7), (10), (12),
(13) and (15) above have been satisfied. Save as disclosed, no other Marubeni SPA Conditions have
been satisfied as at the date of this circular.
Waiver

Subject to mutual agreement of all parties, any Marubeni SPA Conditions may be waived in
whole or in part at any time on or before the Longstop Date or the December Longstop Date (as the
case may be). The Purchaser has no intention to waive any condition as at the Latest Practicable
Date.

Satisfaction of Marubeni SPA Conditions

The Purchaser shall use reasonable endeavours to satisfy or procure the satisfaction of the
Marubeni SPA Conditions set out above (except for Marubeni SPA Conditions (2), and (9)) not
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already satisfied or waived as soon as possible and in any event on or before (as applicable) the
Longstop Date or the December Longstop Date.

The Marubeni Seller shall use reasonable endeavours to satisfy or procure the satisfaction of
Marubeni SPA Conditions (2), (7), (9), (13) and (14) not already satisfied or waived as soon as
possible and in any event on or before (as applicable) the Longstop Date or the December Longstop
Date.

The Purchaser and the Marubeni Seller shall use reasonable endeavours to satisfy or procure
the satisfaction of Marubeni SPA Conditions (3), (13) and (15) not already satisfied as soon as
possible and in any event on or before (as applicable) the Longstop Date or the December Longstop
Date, including, in connection with the Competition Act Approval and the Investment Canada Act
Approval.

Failure to satisfy Marubeni SPA Conditions

If it becomes reasonably apparent to the parties that the Marubeni SPA Conditions required
to be satisfied by (as applicable) the December Longstop Date or Longstop Date cannot be satisfied
by (as applicable) the December Longstop Date or the Longstop Date, the parties agree to consult
in good faith with a view to agreeing an extension to (as applicable) the December Longstop Date
or the Longstop Date for the satisfaction or waiver of those Marubeni SPA Conditions which have
not been or are unlikely to be satisfied in time.

If one or more of the Marubeni SPA Conditions:

(1)  remains unsatisfied on (as applicable) the Longstop Date or the December Longstop
Date and has not been waived on or before that date; or

(2)  becomes impossible to satisfy on or before (as applicable) the Longstop Date or the
December Longstop Date,

either the Marubeni Seller or the Purchaser may give notice to the Purchaser or the Marubeni
Seller, as applicable, that it wishes to terminate the Marubeni SPA.

Conduct of Business before SPA Completion

Normal course

From the date of the Marubeni SPA and subject to the Interim Support Agreement, the
Marubeni Seller shall use its reasonable endeavours:

(I)  to procure that GCC and GCC LP continue to carry on business in the normal course
in substantially the same manner as its business has been carried on before the date of

the Marubeni SPA;

(2)  to procure that each of GCC and GCC LP takes all reasonable steps to preserve and
protect its business and assets;
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(3) not, without the prior written consent of the Purchaser (not to be unreasonably
withheld), take, or omit to take, any action or enter into any transaction which, if
taken, omitted or entered into, as the case may be, before the date of the Marubeni
SPA, could cause any representation or warranty of the Marubeni Seller in the
Marubeni SPA to be incorrect or constitute a breach of any covenant or agreement of

the Marubeni Seller contained therein;

(4) inform the Purchaser prior to implementing operational decisions of a material

nature; and

(5) on the Purchaser’s reasonable request, report periodically to the Purchaser

concerning the status of the business, its operations and finances.
Access to information and properties

Subject to Applicable Laws and pending SPA Completion, the Marubeni Seller shall use
reasonable endeavours to procure that, upon the Purchaser giving reasonable notice to the
Marubeni Seller, the Purchaser and its representatives are given reasonable access during normal
business hours to all of the operations, properties, books and records, documents, information and
data of GCC and GCC LP and its subsidiaries. The Purchaser and its representatives shall not, in
the course of such access, unduly interfere or disrupt the business operations of GCC and GCC LP.
The Purchaser agrees that such access will be at its own risk and cost. The Marubeni Seller shall
promptly disclose to the Purchaser any fact that, in the reasonable opinion of the Marubeni Seller,
significantly affects, or would reasonably be expected to have a significant effect on, the value or
operations of GCC or GCC LP, including their respective businesses, and shall provide all

documents, information and correspondence to the Purchaser that relates to such fact.
Exclusive dealing

Pending SPA Completion, the Marubeni Seller shall not, and shall use reasonable
endeavours to procure that its Affiliates, GCC and GCC LP shall not, directly or indirectly solicit
proposals from any third party relating to any business combination transaction involving GCC and
GCC LP, including the sale of any of the Marubeni Sale Interests, any merger, consolidation or
business combination, or the sale of the business or any of the assets of the GCC and GCC LP

(other than sales in the ordinary course of business or sales of immaterial assets).
Purchaser’s obligations

From the execution of the Interim Support Agreement until SPA Completion, the Purchaser
shall:

(1)  ensure that GCC and GCC LP have sufficient funds to survive (i.e. to meet all
payment obligations, including their operational and financing requirements) until
SPA Completion by operating under the Interim Support Agreement, in the form of
new term loans on terms substantially similar to the Bridge Loan;
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(2) subject to applicable laws, and as requested by the Marubeni Seller, provide
management and personnel resources to support the operations of GCC and GCC LP
all in accordance with the Interim Support Agreement;

(3)  without prejudice to the generality of (1) above, as an ongoing obligation provide
funding to GCC LP as and when required to satisfy all payment obligations arising
under and in accordance with the terms of the Minsheng Facilities Agreement; and

(4) atall times comply with the terms of the Interim Support Agreement.
SPA Completion

Unless otherwise agreed in writing by the parties, SPA Completion shall take place at the
SPA Completion Time on the fifth (5) Business Day following the satisfaction, or (if capable of
waiver) waiver, of all the Marubeni SPA Conditions.

Notwithstanding the limitation on liability set out below, if on the day of SPA Completion,
the Purchaser and/or the Company fails to fulfil its or their SPA Completion obligations under the
Marubeni SPA, as applicable, the Marubeni Seller may elect to impose either of the following
remedies:

(1)  require the Purchaser or the Company to pay to the Marubeni Seller US$1,000,000
within seven (7) days of notification from the Marubeni Seller; or

(2)  require specific performance by the Purchaser and/or the Company of their SPA
Completion obligations under the Marubeni SPA (as applicable). The parties
acknowledge and agree that in such case damages alone would not be an adequate
remedy if the Purchaser or the Company fails to fulfil its SPA Completion obligations
under the Marubeni SPA, as applicable, and therefore the Marubeni Seller shall be
entitled to the remedy of specific performance. In the case that the Marubeni Seller
fails to obtain specific performance under the Marubeni SPA, the Purchaser shall pay
within thirty (30) days of notification from the Marubeni Seller the amount of
US$1,000,000 and on payment the Purchaser shall have no further liability.

Notwithstanding the limitation on liability set out below, if on the day of SPA Completion,
the Marubeni Seller fails to fulfil its SPA Completion obligations under the Marubeni SPA, the
Purchaser may elect to impose either of the following remedies:

(1)  require the Marubeni Seller to pay to the Purchaser US$1,000,000 within seven (7)
days of notification from the Purchaser; or

(2) require specific performance by the Marubeni Seller of its SPA Completion
obligations under the Marubeni SPA. The parties acknowledge and agree that in such
case damages alone would not be an adequate remedy if the Marubeni Seller fails to
fulfil its SPA Completion obligations under the Marubeni SPA, and therefore the
Purchaser shall be entitled to the remedy of specific performance. In the case that the
Purchaser fails to obtain specific performance under the Marubeni SPA, the Marubeni
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Seller shall pay within thirty (30) days of notification from the Purchaser the amount
of US$1,000,000 and on payment the Marubeni Seller shall have no further liability.

Limitations on Liability

Except in the case of wilful misconduct or fraud, the aggregate amount of the liability of the:

(D

(2)

Marubeni Seller in respect of the aggregate of all Purchaser Claims shall not exceed
US$1; and

Purchaser in respect of the aggregate of all Marubeni Seller Claims shall not exceed
USS$1.

For the avoidance of doubt, the monetary limits set out above do not apply in respect of the
US$1,000,000 penalty and damages set out under the paragraph titled “SPA Completion” above
and the Purchaser’s obligations from the execution of the Interim Support Agreement until SPA

Completion set out in the paragraph titled “Conduct of business before SPA Completion” above.

Termination

(1)  Subject to (2) below, the Marubeni SPA shall automatically terminate with immediate effect

and each party’s rights and obligations shall cease to have force and effect:

(a)

(b)

(©

(d)

(e)

(f)

if, before SPA Completion, the Marubeni Seller becomes aware that any of the
Purchaser warranties or the Company’s warranties were at the date of the Marubeni
SPA, or has since become, untrue or misleading in any material respect or has been
breached, whether or not such breach is repudiatory, and the Marubeni Seller gives
notice to the Purchaser that it wishes to terminate;

if, before SPA Completion, the Purchaser becomes aware that any of the Marubeni
Seller’s warranties were at the date of the Marubeni SPA, or has since become, untrue
or misleading in any material respect or has been breached, whether or not such
breach is repudiatory, and the Purchaser gives notice to the Marubeni Seller that it
wishes to terminate;

in the case of the Purchaser’s failure to perform any of its obligations under Interim
Support Agreement set out in the paragraph titled “Conduct of business before SPA
Completion” above and such failure has not been remedied within five (5) Business
Days of the Marubeni Seller’s notice to the Purchaser of such failure;

if either the Purchaser or the Marubeni Seller gives notice to the Marubeni Seller or
the Purchaser, as appropriate, for failure to satisfy the Marubeni SPA Conditions;

if the Marubeni Seller gives notice to the Purchaser or the Purchaser gives notice to
the Marubeni Seller, following an Insolvency Event occurring with respect to GCC;

if the Marubeni Seller gives notice to the Purchaser, following the termination of the
Winsway SPA; or
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)

(g) if SPA Completion does not take place on the SPA Completion Date.

The termination of the Marubeni SPA shall not affect:

(a) any rights or obligations which have accrued or become due prior to the date of
termination; and

(b)  the continued existence and validity of the rights and obligations of the parties under
any provision which is expressly or by implication intended to continue in force after
termination as set out in the Marubeni SPA.

Company Guarantee

The Company has agreed to guarantee the performance of the obligations of the Purchaser

under the Marubeni SPA.

MARUBENI BUY-BACK RIGHT AGREEMENT

In connection with the Marubeni SPA, Marubeni, the Purchaser and the Company shall enter

into a Marubeni Buy-back Right Agreement which delivery and execution shall be made at SPA

Completion by the parties thereto. The details of the Marubeni Buy-back Right Agreement are set

out below:

Grant of Marubeni Buy-back Right

(D

(2)

3)

In consideration of Marubeni procuring that the Marubeni Seller enters into and completes
the Marubeni SPA and the terms and conditions of the Marubeni SPA agreed by Marubeni
Seller, the Purchaser will grant to Marubeni an irrevocable and unconditional right to
purchase the Marubeni Buy-back Interests for the Marubeni Purchase Price (as described
below) and in accordance with the terms and conditions of the Marubeni Buy-back Right

Agreement.

The Marubeni Buy-back Right shall be exercisable once only by Marubeni by notice in
writing to the Purchaser at any time within a Marubeni Three Month Period immediately
following any date upon which the HCC Benchmark Price is within the Marubeni Trigger
Price Range during the Marubeni Buy-back Period. For the avoidance of doubt: (i) the
failure to serve a Marubeni Buy-back Notice during any Marubeni Three Month Period shall
not prejudice Marubeni’s right to serve a Marubeni Buy-back Notice during any subsequent
Marubeni Three Month Period; and (ii) in no event shall Marubeni serve more than one

Marubeni Buy-back Notice during the term of the Marubeni Buy-back Right Agreement.

The Marubeni Buy-back Period means the period commencing on the date upon which SPA

Completion occurs and ending on the later to occur of:

(a) the date which is three (3) years from the date upon which SPA Completion occurred;
or
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4)

(5)

(©)

)

(b)  the date upon which the first principal repayment is due payable under the Minsheng
Facilities Agreement after the date of the Marubeni Buy-back Right Agreement,
currently 5 September 2017,

subject to the condition that, if the event described in (3)(b) above has not occurred within
five (5) years of the date upon which SPA Completion occurred, the Marubeni Buy-back
Period shall expire on the date which is five (5) years from the date upon which SPA
Completion occurred.

Marubeni shall in the Marubeni Buy-back Notice, in its sole discretion, have the right to
nominate any of its wholly-owned Affiliates as the purchaser of the Marubeni Transfer Buy-
back Interests (as defined below) and following such nomination the Purchaser shall be
obliged to sell and transfer the Marubeni Transfer Buy-back Interests to such wholly-owned
Affiliate and Marubeni shall procure that such wholly-owned Affiliate purchases and
accepts the Marubeni Transfer Buy-back Interests in accordance with the terms of the
Marubeni Buy- back Right Agreement, provided that Marubeni continues to be bound by the
terms of the Marubeni Buy-back Right Agreement.

Any Marubeni Buy-back Notice issued by Marubeni exercising the Marubeni Buy-back
Right must state a single percentage of up to 15.78% which Marubeni wishes to acquire
(whether directly or indirectly through a nominee wholly-owned Affiliate) pursuant to the

Marubeni Buy-back Right comprising an equal percentage of:

(a)  Marubeni Buy-back Shares (expressed as a percentage of all GCC shares); and

(b) Marubeni Buy-back Partnership Interests (expressed as a percentage of all

Partnership Interests),

(collectively the “Marubeni Transfer Buy-back Interests”).

The right of Marubeni to exercise the Marubeni Buy-back Right shall expire upon the
expiration of the Marubeni Buy-back Period, other than where Marubeni has issued a
Marubeni Buy-back Notice within the Marubeni Buy-back Period; in respect of which the
Marubeni Buy-back Right shall only expire at the end of the Marubeni Due Diligence

Period, if Marubeni has not issued a Marubeni Notice.

The Marubeni Trigger Price Range was determined by arm’s length negotiation between
Marubeni and the Purchaser. In each year, the Marubeni Trigger Price Range will be in a
price range equal to or greater than the HCC Floor Benchmark Price but equal to or less than
the HCC Ceiling Benchmark Price determined as follows:

Year (after SPA Completion) 0 1 2 3 4
HCC Floor Benchmark Price (US$) 138 160 170 174 176
HCC Ceiling Benchmark Price (USS$) 200 200 200 200 240
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For Year 4, the price range is wider in consideration of the greater potential price variability
and to provide greater incentive to Marubeni.

The Marubeni Trigger Price Range was made with reference to historical data of the HCC
Benchmark Price, the quarterly agreed US$ FOB price of a top-tier Australian Hard Coking
Coal for the Asian market, such as BMA’s Peak Downs or Anglo American’s German Creek,
being published in the Platts’ “Coal Trader International” or “SBB Steel Markets daily”
from time to time, and current market conditions. The Marubeni Trigger Price Range is
considered to be fair and reasonable as it (i) falls between the previous 3 years coking coal
price of US$117 to US$235 per tonne, (ii) allows for some future price improvement
reflecting market forecasts; and (iii) both the Company and Marubeni agreed the range is
reasonable.

Marubeni Purchase Price

The actual Marubeni Purchase Price for the Marubeni Transfer Buy-back Interests shall be
the actual aggregate amount injected into GCC LP by the Purchaser (or its Affiliates) from the SPA
Completion until the date of Marubeni Buy-back Right Completion (by way of any loan or capital
injection or advance payment), in respect of the Marubeni Transfer Buy-back Interests (as a
fraction of the Purchaser’s total Partnership Interest), plus interest. The interest is calculated based
on the actual amount injected (including amounts loaned under the Amended and Restated Bridge
Loan Facility) until the date of Marubeni Buy-back Right Completion (or until the repayment date
for those amounts repaid before the date of Marubeni Buy-back Right Completion) at a compound
annual rate of interest as set out below:

Year (after SPA Completion) 0 1 2 3 4
Compound Interest rate 10% 15% 18% 21% 24%

For any advance payment and shareholder loan funded by the Purchaser (or its Affiliates),
the pro-rata amount for such advance payment and shareholder loan should be assigned to
Marubeni on the date of Marubeni Buy-back Right Completion.

The Directors confirm that the compound interest rate shown above was determined by the
arm’s length negotiation between Marubeni and the Company, and offers a competitive return for
the Company to invest in GCC LP. Based on the HKMA bond market bulletin the interest rates are
significantly higher than the annual coupon rates issued by other financial institutions and fund
houses in Hong Kong for vanilla debt securities.

Having considered that the basis for the Marubeni Trigger Price Range and the compound
interest mentioned above, the Directors are of the view that the Marubeni Purchase Price is fair and
reasonable.

Due Diligence
(1)  Following the exercise by Marubeni of the Marubeni Buy-back Right, Marubeni shall have a
period of sixty (60) days from the date of the Marubeni Buy-back Notice to conduct a due

diligence review of GCC and GCC LP in respect of operational, finance, tax and legal
matters.
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(2)

3)

4)

The Purchaser agrees to provide Marubeni with all reasonable assistance in performing its
due diligence including making available to Marubeni copies of requested documentation
and information related to GCC and GCC LP including all documentation and information

relevant to the calculation and verification of the Marubeni Purchase Price.

At any time prior to the expiration of the Marubeni Due Diligence Period, Marubeni may
elect to issue a written notice to proceed or not proceed with the transfer of the Marubeni
Transfer Buy-back Interests (the “Marubeni Notice”) provided such Marubeni Notice is
issued no later than thirty (30) days after the expiry of the Marubeni Three Month Period. If
Marubeni does not issue a Marubeni Notice prior to the expiration of the Marubeni Due
Diligence Period, then Marubeni shall be deemed to have elected not to proceed with the
transfer of the Marubeni Transfer Buy-back Interests and the Marubeni Buy-back Right
shall be deemed to have expired.

Neither the Purchaser nor Marubeni shall have any obligation to complete the transfer of any
of the Marubeni Buy-back Interests in accordance with and subject to the terms and
conditions of Marubeni Buy-back Right Agreement unless and until a Marubeni Notice is
issued by Marubeni electing to proceed with the transfer of the Marubeni Transfer Buy-back

Interests.

Conditions

Marubeni Buy-back Right Conditions

Marubeni Buy-back Right Completion is conditional on a Marubeni Notice being issued by

Marubeni on or before the expiration of the relevant Marubeni Due Diligence Period, in the manner

contemplated above, and each of the following Marubeni Buy-back Right Conditions being

satisfied on or before the Marubeni Buy-back Longstop Date or such later date as the parties may

agree, provided that Marubeni Buy-back Right Condition (4) below shall be deemed satisfied on
the date on which the last Marubeni Buy-back Right Condition in Marubeni Buy-back Right
Conditions (1) to (3) below is satisfied or waived (as applicable):

(1)  all Third Party Approvals have been obtained;

(2)  Competition Act Approval has been obtained;

(3) Investment Canada Act Approval has been obtained;

(4) no statute, rule, regulation or order shall have been enacted or temporary or
permanent restraining order or preliminary or permanent injunction or other order
shall have been entered or issued, by any Governmental Authority in each case that
has the effect of making the transactions contemplated by the Marubeni Buy-back
Right Agreement illegal or otherwise preventing or prohibiting consummation of the

transactions contemplated by the Marubeni Buy-back Right Agreement; and

(5) if applicable, any approvals of the Stock Exchange required by the Purchaser.

— 36 —



LETTER FROM THE BOARD

Waiver

The Purchaser and Marubeni may mutually agree to waive any of the Marubeni Buy-back
Right Conditions in whole or in part at any time on or before the Marubeni Buy-back Longstop
Date.

Satisfaction of the Marubeni Buy-back Right Conditions

The parties shall use reasonable endeavours to satisfy or procure the satisfaction of
Marubeni Buy-back Right Conditions (1), (2) and (3) above not already satisfied as soon as
possible and in any event on or before the Marubeni Buy-back Longstop Date, including, in
connection with the Competition Act Approval and the Investment Canada Act Approval.

Failure to satisfy Marubeni Buy-back Right Conditions

If it becomes reasonably apparent to the parties that the Marubeni Buy-back Right
Conditions cannot be satisfied by the Marubeni Buy-back Longstop Date, the parties agree to
consult in good faith with a view to agreeing an extension to the Marubeni Buy-back Longstop
Date for the satisfaction or waiver of those Marubeni Buy-back Right Conditions which have not
been or are unlikely to be satisfied in time.

Notwithstanding the above, if one or more of the Marubeni Buy-back Right Conditions:

(1)  remains unsatisfied on the Marubeni Buy-back Longstop Date and has not been
waived on or before that date; or

(2)  becomes impossible to satisfy on or before the Marubeni Buy-back Longstop Date
and, if it is a Marubeni Buy-back Right Condition which can be waived, has not been
waived within five (5) Business Days of such Marubeni Buy-back Right Condition
becoming impossible to satisfy,

any party may give notice to the other party that it wishes to terminate the Marubeni Buy-back
Right Agreement without liability to any party thereto.

Sale and Purchase

(1)  The parties to the Marubeni Buy-back Right Agreement shall be bound to complete the sale
and purchase of the Marubeni Transfer Buy-back Interests within five (5) days after the date
on which the last of the Marubeni Buy-back Conditions is satisfied or waived.

(2)  The Purchaser is the legal and beneficial owner of and shall sell and Marubeni shall
purchase the Marubeni Transfer Buy-back Interests on the basis that they are sold, subject to
Marubeni becoming bound by the terms of the Shareholder Agreement, at Marubeni
Buy-back Right Completion free from any encumbrance as set out in the Marubeni
Buy-back Right Agreement and together with all rights attached to them at the date of the
Marubeni Buy-back Right Agreement or subsequently becoming attached to them.

(3) The Purchaser waives and agrees to procure the waiver of any restrictions on transfer

(including pre-emption rights) which may exist in relation to either or both of the Marubeni
Transfer Buy-back Interests.
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(4)  Marubeni shall not be obliged to complete the purchase of any of the Marubeni Transfer
Buy-back Interests unless the Purchaser completes the sale of all the Marubeni Transfer
Buy-back Interests simultaneously, but the Marubeni Buy-back Right Completion of the
purchase of some of the Marubeni Transfer Buy-back Interests shall not affect the rights of
Marubeni with respect to the purchase of the others.

Remedies

(I)  Notwithstanding the warranties and undertakings of the Purchaser to Marubeni under the
Marubeni Buy-back Right Agreement, if the Purchaser fails to fulfil its obligation to deliver
and transfer to Marubeni the Marubeni Buy-back Interests as contemplated by the Marubeni
Buy- back Right Agreement, Marubeni may at its option require specific performance by the
Purchaser to perform its obligations under the Marubeni Buy-back Right Agreement.

(2) The parties to the Marubeni Buy-back Right Agreement acknowledge and agree that
damages alone would not be an adequate remedy if the Purchaser fails to fulfil its
obligations under the Marubeni Buy-back Right Agreement.

(3)  Inthe case that Marubeni fails to obtain specific performance hereunder, the Purchaser shall
pay within 30 days of notification from Marubeni the amount of US$3,000,000 and on
payment the Purchaser shall have no further liability.

Company Guarantee

The Company has agreed to guarantee the performance of the obligations of the Purchaser
under the Marubeni Buy-back Right Agreement. The Directors believe that the Marubeni Buy-back
Right Agreement can (i) increase the incentive of Marubeni in selling GCC products; (ii) promote
GCC products in the international market and to maintain the products’ pricing and standards; and
(iii) maintain Marubeni’s interest in the international coal market after the disposal of GCC.

The Marubeni Buy-back Right is an option granted by the Company under the Listing Rules.
As the highest possible monetary value of the Marubeni Purchase Price and the underlying assets
has not been determined for the purpose of classification of a notifiable transaction, the Listing
Rules provide that this transaction is classified at least as a major transaction subject to
Shareholder approval. As soon as the purchase price and value of the underlying assets under the
Marubeni Buy-back Right has been determined, further announcement(s) will be made by the
Company in accordance with all applicable requirements of the Listing Rules as and when
appropriate.

MARUBENI MARKETING AGENCY AGREEMENT

In satisfaction of Marubeni SPA Condition (15), Marubeni, GCC LP by its general partner
GCC and the Company had on 31 December 2014 agreed the terms of the Marubeni Marketing
Agency Agreement which delivery and execution shall be made to the Purchaser at SPA
Completion. Pursuant to the Marubeni Marketing Agency Agreement, GCC LP will appoint
Marubeni as its agent to provide exclusive marketing services in connection with the sale of GCC
Coal, as Marubeni is a significant supplier of coal in its own right, is familiar with the GCC
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product and has large selling networks and client base around the world. Marubeni will provide
exclusive marketing services in Japan and to certain customers elsewhere. Subject to its annual
performance, the Marubeni Marketing Agreement will automatically renew on a three year basis
for a total term of 10 years. The Directors are of the view that if the Company can bind the strong
long term relationship and assign attractive allotment to Marubeni, the more commitment they will
provide when selling the products.

The Marubeni Marketing Agency Agreement does not set out any minimum, maximum or
expected quantity of coal to be marketed by Marubeni. The amount of production available to be
marketed by Marubeni can vary from zero to 60% (40% is committed to Winsway), and will
certainly vary from year to year. The estimated quantity of coal to be marketed by Marubeni will be
in a range between nil to 2.4 mtpa. The level of coal marketed by Marubeni will depend on various
factors such as quantity and price offered, timing of delivery, whether on spot or contract basis, etc.
Based on historical information, the yearly sales volume of Marubeni has been in a range of
187,000-889,000/mt.

Set out below are details of previous sales of GCC coal by Marubeni. The average sales
prices have gone down due to the weakening international coal market.

Marubeni 2012 2013 2014

Quantity, kt 298 193 897

Price US$/t 192 134 106
Payment

GCC shall pay Marubeni a marketing fee (the “Marubeni Marketing Fee”) for all sales to
customers of GCC Coal under the Marubeni Marketing Agency Agreement. GCC shall pay
Marubeni fees for all of the GCC coal products sold through Marubeni or any of its subsidiaries
during the term of the Marubeni Marketing Agency Agreement at a fixed percentage of sales
revenue. The fixed percentage sits within the historical range of 1-2% paid to other agents. The fee
was determined based on arm’s length negotiations and reflects a typical market standard fee for
this type of marketing agreement. Historically, Marubeni did not charge any marketing fee from
GCC.

The Marubeni Marketing Fee shall be payable by GCC in U.S. Dollars and shall be fully
paid to Marubeni within thirty (30) days from the date GCC receives full payment under the
respective letter of credit.

The Directors are of the view that marketing fee under the Marubeni Marketing Agency
Agreement is fair and reasonable, negotiated on an arm’s length basis and constitutes normal
commercial terms, in the ordinary and usual course of business of the Group.

Indemnity
The Company agrees to indemnify Marubeni against any liabilities which Marubeni may

incur as a result of performing its obligations under the Marubeni Marketing Agency Agreement
provided however the indemnity shall not apply to the extent that such liabilities arise as a result of
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the Marubeni’s gross negligence or fraud. As at the Latest Practicable Date, the Directors are not

aware of any such gross negligence committed by Marubeni.

THE WINSWAY SPA

Date : 14 November 2014

Parties : (1)  The Purchaser
(2)  The Company
(3) Winsway Seller

To the best of the Directors’ knowledge, information and belief and having made all
reasonable enquiries, the Winsway Seller, Winsway and their respective ultimate beneficial owners
are Independent Third Parties. Save for the entering into of the Winsway MOU, the Winsway SPA,
the Bridge Loan and the Charge on Deposit, the Group has no current or prior relationship and

business arrangement with the Winsway Seller, Winsway and the Target Group.

Assets to be Acquired

The Winsway Sale Interests representing 295,238,214 common shares in the capital of GCC
registered in the name of the Winsway Seller being approximately 42.74% of the total issued share
capital in GCC and approximately 42.74% of partnership interest in GCC LP as at the date of the
Winsway SPA. By virtue of its retained indirect approximately 17.26% interest in GCC and
approximately 17.25% interest in GCC LP following SPA Completion, Winsway will become a
substantial shareholder of GCC and hence will become a connected person of the Company at the

subsidiary level.

Consideration

The Winsway Consideration (being US$1) shall be satisfied by the Purchaser upon SPA
Completion. The Winsway Consideration was determined after arm’s length negotiations between
the Purchaser, the Company and the Winsway Seller. Numerous factors were taken into account
including the current financial position of GCC, its assets and liabilities, cash flows and earnings,
its stage of development and potential future capital expenditure requirements, potential
production capability and quality of the assets, the Winsway Buy-back Right Agreement and the
broader benefits of the transaction to the Company. Factors in determining the total consideration
payable for the Winsway Sale Interests include the Winsway Consideration and the rights granted
to the Winsway Seller under the Winsway Buy-back Right Agreement.
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Conditions Precedent

Conditions

SPA Completion is conditional on the following Winsway SPA Conditions (collectively, the
“Winsway SPA Conditions”), being satisfied on or before: (i) in respect of Conditions (1) to (12)
(inclusive), the Longstop Date; and (ii) in respect of the Winsway SPA Conditions (13) to (18)

(inclusive), the December Longstop Date or on or before such later date as the parties may agree:

(D

2

(3)

4)

(5)

(6)

)

(®)

)

(10)

each of the Company and the Purchaser has delivered or caused to be delivered to the
Winsway Seller a copy of or extracts from the minutes of a meeting of the directors of
the Company and the Purchaser, respectively, authorising the Company and the
Purchaser, respectively, to enter into and perform its obligations under the Winsway
SPA, certified to be a true and complete copy by a director or the secretary of the
Company and the Purchaser, respectively;

the Winsway Seller has delivered or caused to be delivered to the Purchaser a copy of
or extracts from the minutes of a meeting of the directors of the Winsway Seller
authorising the Winsway Seller to enter into and perform their obligations under the
Winsway SPA, certified to be true and complete copies by a director or the secretary
of the Winsway Seller;

all Third Party Approvals have been obtained;
Competition Act Approval has been obtained;
Investment Canada Act Approval has been obtained;

(i) approval from Shareholders at a general meeting; and (ii) all consents, waivers,
permissions and approvals in relation to the transactions contemplated under the
Winsway SPA, from the Stock Exchange and from the SFC required by the Company
have been obtained;

GCC shall have obtained for the benefit of GCC LP all necessary approvals to start
development of No. 4 seam in No. 12 South B2 Area;

the conditions precedent (other than any condition requiring the Winsway SPA to
have become unconditional) in the Marubeni SPA having being satisfied or waived (as
applicable);

(i) approval from shareholders of Winsway at a general meeting and (ii) all consents,
waivers, permissions and approvals in relation to the transactions contemplated under
the Winsway SPA, from the Stock Exchange and from the SFC required by Winsway
have been obtained;

the agreement and execution of a supplemental agreement to the Fourth Amendment

Deed, which will amend the funding contributions set out thereof, by the parties to the
Fourth Amendment Deed;
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(11) the Winsway Seller having received confirmation in writing of Marubeni Seller’s
consent to complete the transactions contemplated by the Winsway SPA and an
agreed termination letter, on terms and conditions satisfactory to the parties to such

letter;

(12) the agreement and execution by the Purchaser, the Company and the Winsway Seller
of an agreement for the sale and purchase of any rights, reliefs and benefits accrued

by the Winsway Seller from its holding of the Winsway Sale Interests;

(13) the Purchaser, Winsway Seller, GCC and the Marubeni Seller shall have agreed and

executed the Interim Support Agreement;

(14) the New Partnership Agreement has been agreed by all parties to that agreement;

(15) the New Shareholder Agreement has been agreed by all of the parties to that

agreement;

(16) the Purchaser shall have provided written notification to the Winsway Seller that the
Purchaser has completed its own due diligence investigation of the operation of GCC
and GCC LP and the results of which shall be satisfactory to the Purchaser;

(17) the provision by China Minsheng Banking Corporation of a waiver in respect of the
funding contributions scheduled for December 2014 as set out in the Fourth

Amendment Deed; and

(18) the agreement by GCC, the Company and Winsway of an agreed form of the Winsway
Marketing Agency Agreement which grants certain marketing rights to Winsway in

respect of the product produced from the Grande Cache Coal project.

As at the Latest Practicable Date, Winsway SPA Conditions (1), (4), (5), (7), (12), (13), (14),
(15), (17), and (18) above have been satisfied. Save as disclosed, no other Winsway SPA
Conditions have been satisfied as at the date of this circular.

Waiver

Subject to mutual agreement of all parties, any Winsway SPA Condition may be waived in
whole or in part at any time on or before the Longstop Date or the December Longstop Date (as the
case may be). The Purchaser has no intention to waive any condition as at the Latest Practicable
Date.

Satisfaction of Winsway SPA Conditions
The Purchaser shall use reasonable endeavours to satisfy or procure the satisfaction of the
Winsway SPA Conditions set out above (except for Winsway SPA Conditions (2), (9) and (11)) not

already satisfied or waived as soon as possible and in any event on or before (as applicable) the
Longstop Date or the December Longstop Date.
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The Winsway Seller shall use reasonable endeavours to satisfy or procure the satisfaction of
the Winsway SPA Conditions (2), (9), (11) and (17) not already satisfied or waived as soon as
possible and in any event on or before (as applicable) the Longstop Date or the December Longstop
Date.

The Purchaser and the Winsway Seller shall use reasonable endeavours to satisfy or procure
the satisfaction of the Winsway SPA Conditions (3), (12), (13), (14), (15) and (18) not already
satisfied as soon as possible and in any event on or before (as applicable) the Longstop Date or the
December Longstop Date, including, in connection with the Competition Act Approval and the
Investment Canada Act Approval.

Failure to satisfy Winsway SPA Conditions

If it becomes reasonably apparent to the parties that the Winsway SPA Conditions required
to be satisfied by (as applicable) the December Longstop Date or the Longstop Date cannot be
satisfied by (as applicable) the December Longstop Date or the Longstop Date, the parties agree to
consult in good faith with a view to agreeing an extension to (as applicable) the December
Longstop Date or the Longstop Date for the satisfaction or waiver of those Winsway SPA
Conditions which have not been or are unlikely to be satisfied in time.

If one or more of the Winsway SPA Conditions:

(I)  remains unsatisfied on (as applicable) the Longstop Date or the December Longstop
Date and has not been waived on or before that date; or

(2)  becomes impossible to satisfy on or before (as applicable) the Longstop Date or the
December Longstop Date,

either the Winsway Seller or the Purchaser may give notice to the Purchaser or the Winsway Seller,
as applicable, that it wishes to terminate the Winsway SPA.

Conduct of business before SPA Completion
Normal course

From the date of the Winsway SPA and subject to the Interim Support Agreement, the
Winsway Seller shall use its reasonable endeavours:

(I)  to procure that GCC and GCC LP continue to carry on business in the normal course
in substantially the same manner as its business has been carried on before the date of
the Winsway SPA;

(2)  to procure that each of GCC and GCC LP takes all reasonable steps to preserve and
protect its business and assets;

3) not, without the prior written consent of the Purchaser (not to be unreasonably

withheld), take, or omit to take, any action or enter into any transaction which, if
taken, omitted or entered into, as the case may be, before the date of the Winsway
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SPA, could cause any representation or warranty of the Winsway Seller in the
Winsway SPA to be incorrect or constitute a breach of any covenant or agreement of
the Winsway Seller contained therein;

(4) inform the Purchaser prior to implementing operational decisions of a material
nature; and

(5) on the Purchaser’s reasonable request, report periodically to the Purchaser
concerning the status of the business, its operations and finances.

Access to information and properties

Subject to Applicable Laws and pending SPA Completion, the Winsway Seller shall use
reasonable endeavours to procure that, upon the Purchaser giving reasonable notice to the
Winsway Seller, the Purchaser and its representatives are given reasonable access during normal
business hours to all of the operations, properties, books and records, documents, information and
data of GCC and GCC LP and its subsidiaries. The Purchaser and its representatives shall not, in
the course of such access, unduly interfere or disrupt the business operations of GCC or GCC LP.
The Purchaser agrees that such access will be at its own risk and cost. The Winsway Seller shall
promptly disclose to the Purchaser any fact that, in the reasonable opinion of the Winsway Seller,
significantly affects, or would reasonably be expected to have a significant effect on, the value or
operations of GCC or GCC LP, including their respective businesses, and shall provide all
documents, information and correspondence to the Purchaser that relates to such fact.

Exclusive dealing

Pending SPA Completion, the Winsway Seller shall not, and shall use reasonable endeavours
to procure that its Affiliates, GCC and GCC LP shall not, directly or indirectly solicit proposals
from any third party relating to any business combination transaction involving GCC and GCC LP,
including the sale of any of the Winsway Sale Interests, any merger, consolidation or business
combination, or the sale of the business or any of the assets of GCC and GCC LP (other than sales
in the ordinary course of business or sales of immaterial assets).

Purchaser’s obligations

From the execution of the Interim Support Agreement until SPA Completion, the Purchaser
shall:

(1)  ensure that GCC and GCC LP have sufficient funds to survive (i.e. to meet all
payment obligations, including their operational and financing requirements) until
SPA Completion by operating under the Interim Support Agreement, in the form of
new term loans on terms substantially similar to the Bridge Loan;

(2) subject to applicable laws, and as requested by the Winsway Seller, provide
management and personnel resources to support the operations of GCC and GCC LP
all in accordance with the Interim Support Agreement;

(3)  without prejudice to the generality of (1) above, as an ongoing obligation provide

funding to GCC LP as and when required to satisfy all payment obligations arising
under and in accordance with the terms of the Minsheng Facilities Agreement; and
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(4) atall times comply with the terms of the Interim Support Agreement.
SPA Completion

Unless otherwise agreed in writing by the parties, SPA Completion shall take place at the
SPA Completion Time on the fifth (5th) Business Day following the satisfaction, or (if capable of
waiver) waiver, of all the Winsway SPA Conditions.

Notwithstanding the limitation on liability set out below, if on the day of SPA Completion,
the Purchaser and/or the Company fails to fulfil its or their SPA Completion obligations under the
Winsway SPA, as applicable, the Winsway Seller may elect to impose either of the following

remedies:

(1)  require the Purchaser or the Company to pay to the Winsway Seller US$1,000,000
within seven (7) days of notification from the Winsway Seller; or

(2)  require specific performance by the Purchaser and/or the Company of their SPA
Completion obligations under the Winsway SPA (as applicable). The parties
acknowledge and agree that in such case damages alone would not be an adequate
remedy if the Purchaser or the Company fails to fulfil its SPA Completion obligations
under the Winsway SPA, as applicable, and therefore the Winsway Seller shall be
entitled to the remedy of specific performance. In the case that the Winsway Seller
fails to obtain specific performance under the Winsway SPA, the Purchaser shall pay
within 30 days of notification from the Winsway Seller the amount of US$1,000,000

and on payment the Purchaser shall have no further liability.

Notwithstanding the limitation on liability set out below, if on the day of SPA Completion,
the Winsway Seller fails to fulfil its SPA Completion obligations under the Winsway SPA, the

Purchaser may elect to impose either of the following remedies:

(1)  require the Winsway Seller to pay to the Purchaser US$1,000,000 within seven (7)

days of notification from the Purchaser; or

(2) require specific performance by the Winsway Seller of its SPA Completion
obligations under the Winsway SPA. The parties acknowledge and agree that in such
case damages alone would not be an adequate remedy if the Winsway Seller fails to
fulfil its SPA Completion obligations under the Winsway SPA, and therefore the
Purchaser shall be entitled to the remedy of specific performance. In the case that the
Purchaser fails to obtain specific performance under the Winsway SPA, the Purchaser
shall be entitled to claim damages against the Winsway Seller provided that such

damages shall not exceed an aggregate amount of US$1,000,000.
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Limitation on Liability

Except in the case of wilful misconduct or fraud, the aggregate amount of the liability of the:

(D

(2)

Winsway Seller in respect of the aggregate of all Purchaser Claims shall not exceed
US$1; and

Purchaser in respect of the aggregate of all Winsway Seller Claims shall not exceed
USS$1.

For the avoidance of doubt, the monetary limits set out above do not apply in respect of the

US$1,000,000 penalty and damages set out under the paragraph titled “SPA Completion” above

and the Purchaser’s obligations from the execution of the Interim Support Agreement until SPA

Completion set out in the paragraph titled “Conduct of business before SPA Completion” above.

Termination

(1)  Subject to (2) below, the Winsway SPA shall automatically terminate with immediate effect

and each party’s rights and obligations shall cease to have force and effect:

(a)

(b)

(c)

(d)

(e)

(f)

()

if, before SPA Completion, the Winsway Seller becomes aware that any of the
Purchaser warranties or the Company’s warranties were at the date of the Winsway
SPA, or has since become, untrue or misleading in any material respect or has been
breached, whether or not such breach is repudiatory, and the Winsway Seller gives
notice to the Purchaser that it wishes to terminate;

if, before SPA Completion, the Purchaser becomes aware that any of the Winsway
Seller’s warranties were at the date of the Winsway SPA, or has since become, untrue
or misleading in any material respect or has been breached, whether or not such
breach is repudiatory, and the Purchaser gives notice to the Winsway Seller that it
wishes to terminate;

in the case of the Purchaser’s failure to perform any of its obligations under Interim
Support Agreement set out in the paragraph titled “Conduct of business before SPA
Completion” above and such failure has not been remedied within five (5) Business

Days of the Winsway Seller’s notice to the Purchaser of such failure;

if either the Purchaser or the Winsway Seller gives notice to the Winsway Seller or the
Purchaser, as appropriate, for failure to satisfy the Winsway SPA Conditions;

if the Winsway Seller gives notice to the Purchaser or the Purchaser gives notice to
the Winsway Seller, following an Insolvency Event occurring with respect to GCC;

if the Winsway Seller gives notice to the Purchaser, following the termination of the
Marubeni SPA; or

if SPA Completion does not take place on the SPA Completion Date.
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(2)  The termination of the Winsway SPA shall not affect:

(a) any rights or obligations which have accrued or become due prior to the date of
termination; and

(b)  the continued existence and validity of the rights and obligations of the parties under
any provision which is expressly or by implication intended to continue in force after
termination as set out in the Winsway SPA.

Company Guarantee

The Company has agreed to guarantee the performance of the obligations of the Purchaser
under the Winsway SPA.

NEW SHAREHOLDER AGREEMENT

In satisfaction of Winsway SPA Condition (15), GCC, the Purchaser, the Company, the
Winsway Seller and Winsway had on 31 December 2014 agreed the terms of the New Shareholder
Agreement which delivery and execution shall be made to the Purchaser on or before SPA
Completion. To the best of the Directors’ knowledge, information and belief and having made all
reasonable enquiries, Winsway Seller, GCC and GCC LP and their respective ultimate beneficial
owners are Independent Third Parties as at the Latest Practicable Date.

Upon coming into force of the New Shareholder Agreement at SPA Completion, the
Shareholder Agreement shall be terminated. The New Shareholder Agreement shall replace the
Shareholder Agreement and will regulate the affairs of GCC upon and subject to SPA Completion,
including certain key matters relating to GCC. In order to maintain suitable control over the
shareholdings and management of GCC, the New Shareholder Agreement contains certain
protections and mechanisms such as right of first refusal, prohibitions, and transfer restrictions.
These act to limit and restrict the sale and transfer of shares in GCC to unknown parties as set out
in detail further below. The principal terms of the New Shareholder Agreement are set out below.

In the event Marubeni exercises the Marubeni Buy-back Right in full and becomes a
15.7797% GCC Shareholder, the parties agree to amend the New Shareholder Agreement such that
Marubeni shall be provided with rights substantially similar to those rights entitled by Winsway
Seller as a 17.2594% GCC Shareholder as of the date of the New Shareholder Agreement.

Termination of the New Shareholder Agreement

The New Shareholder Agreement shall continue in full force and effect until (i) it is
terminated by unanimous shareholder approval; (ii) the business of the GCC LP is sold or
completely decommissioned; or (iii) the winding up or dissolution of GCC.

Business of GCC

The business of GCC shall be limited to acting as the general partner of GCC LP, including
carrying on such business as necessary or desirable to perform GCC’s obligations under the
Management Services Agreement, all of which relates to the ownership and operation of the coal
mining and development business carried on by GCC LP, including related marketing and sales
activities, and any business which is ancillary, incidental or directly or indirectly related thereto.
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Concurrent Contributions

Concurrently with the signing of the New Shareholder Agreement, the Purchaser and
Winsway Seller shall make Capital Contributions to GCC LP, on a pro rata basis based on the
percentage ownership interest held by the respective GCC Shareholders as of the date thereof, in
the amounts to be determined at SPA Completion and the manner as to the Purchaser by
relinquishment of rights as a creditor under the Interim Financing Support; and as to the Winsway
Seller by relinquishment of rights as purchaser of coal products for the outstanding coal
prepayment balance and, if insufficient, then by cash or other asset agreed by the Purchaser and
Winsway Seller upon SPA Completion or otherwise in the manner as described under the heading
“Capital Contributions” below.

“Interim Financing Support” shall consist of the amount advanced to GCC LP under the
Amended and Restated Bridge Loan Agreement and the approximately US$23 million deposited to
secure the facility in relation to Advance Payment Guarantee for the benefit of Marubeni Seller on
behalf of GCC LP.

Future contributions

Except as provided in the New Shareholder Agreement or as otherwise unanimously agreed,
none of the GCC Shareholders shall be obligated to acquire additional GCC Shares or to make any
Capital Contribution or loans to GCC or guarantee its indebtedness.

Board of Directors

GCC shall have a board of directors consisting of seven (7) directors, unless otherwise
agreed to by the GCC Shareholders and changed in accordance with the Act. Each Shareholder
Group shall be entitled to nominate that number of directors that is equivalent to the number of
Representatives it may appoint; provided however, the individuals it may nominate as directors
need not be the same individuals that it appoints as Representatives. Each GCC Shareholder shall
vote its shares to appoint or elect directors nominated in accordance with the New Shareholder
Agreement.

The chairman of the board of directors shall be elected by a simple majority of the board of
directors. At all meetings of the board any question shall be decided by a majority of the votes cast
on the question and in the case of an equality of votes the chairman of the board shall not be
entitled to a second or casting vote.

Management structure

The management committee shall, except as otherwise provided in the New Shareholder
Agreement, have exclusive authority with respect to the management of the business of GCC.
Except as specified in the New Shareholder Agreement, no shareholder, director or officer of GCC
shall have authority to act for, or assume any obligation or responsibility on behalf of GCC without
the prior written approval of its management committee. No Representative (as defined below)
shall have authority to act for, or assume any obligation or responsibility on behalf of GCC without
the written approval of its management committee.
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Management committee representatives

The shareholders of GCC shall act collectively through the management committee (the
“Management Committee”). Decisions or actions taken by the Management Committee in
accordance with the provisions of the New Shareholder Agreement shall constitute decisions or
actions by GCC and its shareholders and shall be binding on each shareholder, director, officer and
employee of GCC. The Management Committee will be comprised of a number of representatives
appointed by the shareholders of GCC (the “Representative”) that is equal to the number of
directors from time to time permitted under the articles of association of GCC currently 7. The
Company, the Purchaser and their respective Affiliate transferee of shares in GCC shall, in the
aggregate, be entitled to appoint for so long as the Group holds not less than 50.1% of the
outstanding common shares of GCC:

(a) six (6) Representatives when the Winsway Seller holds not less than 15% of the
outstanding common shares of GCC and Winsway and the Winsway Seller and each of
their wholly owned Affiliate transferee of shares in GCC is entitled to appoint 1; and

(b)  five (5) Representatives when the Winsway Seller holds not less than 30% of the
outstanding common shares of GCC and Winsway and the Winsway Seller and each of
their wholly owned Affiliate transferee of shares in GCC is entitled to appoint 2.

Notwithstanding any provision in the articles or by-laws of GCC, unless otherwise expressly
provided in the New Shareholder Agreement, in the exercise of the rights, duties and powers of the
Management Committee, any Management Committee decision will require ordinary majority
approval. The Management Committee shall not have the authority to make any decision relating to
those matters which require unanimous shareholder approval and those matters which require
supermajority approval as specified in the New Shareholder Agreement.

Quorum for meetings of the Management Committee

The necessary quorum for a meeting of the Management Committee shall consist of two
Representatives of the Group and one Representative from the Winsway Seller, provided that, in
the event the Group holds less than 50.1% of the outstanding common shares, the quorum shall be
one Representative for each of the shareholders of GCC.

Quorum for meetings of the GCC shareholders

The necessary quorum for a meeting of the GCC Shareholders shall be established in the
same manner as set out above for Management Committee meetings.

Marketing Committee

As soon as practicable after the execution of the New Shareholder Agreement, the GCC
Shareholders will establish and thereafter maintain a marketing committee. The marketing
committee will have the authority to establish the marketing and offtake structure for GCC LP,
including the coordination of the GCC Shareholders each being responsible for the marketing and,
if applicable, offtake, of a pro rata share of the coal produced by GCC LP based on their respective
Share Percentages from time to time, after taking into account the obligations of GCC and GCC LP
under the Winsway Marketing Agency Agreement and the Marubeni Marketing Agency
Agreement.
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Credit Facility

Each GCC Shareholder will use commercially reasonable efforts to cause GCC and GCC LP
to meet their obligations under any Credit Facility so as not to trigger a default under, or
acceleration of prepayment of the Credit Facility, but in no circumstance will a GCC Shareholder
be required to agree to any amendment to a Credit Facility, provide any guarantee in respect of a
Credit Facility or approve a Capital Contribution to meet its obligations under the New
Shareholder Agreement.

The GCC Shareholders acknowledge and agree that Winsway Seller may apply any
outstanding coal prepayments made by Winsway Seller to GCC or GCC LP towards satisfying any
Capital Contribution obligation under the Fourth Amendment Deed or any amendment, supplement

or restatement of the same or the underlying Credit Facility.

Capital Contributions

The GCC Shareholders shall approve the maximum amount of capital contribution for every
fiscal year nine (9) months before the commencement of each fiscal year by supermajority
approval (the “Annual Maximum Capital Contribution”), provided, however, that any increase
of the Annual Maximum Capital Contribution during a fiscal year must be approved by unanimous

shareholder approval.

GCC shall have right to issue a written notice to the GCC Shareholders requiring them to
also make Capital Contributions to GCC LP in the following situations: (i) if any Credit Facility is
terminated or if the Credit Facility matures and a replacement credit facility is not available on
terms acceptable to both GCC Shareholders and a decision is made by the Management Committee
to require a Capital Contribution after it has determined that insufficient funding is available from
revenue generated from the business of GCC LP to meet funds required by GCC or GCC LP, as the
case may be; and (ii) if the GCC Shareholders approve by unanimous shareholder approval the

issuance of a notice to make a Capital Contribution.

Restrictions on Transfers

Except as expressly permitted in the New Shareholder Agreement, no GCC Shareholder or
Partner may transfer its interests in GCC or GCC LP in whole or in part, and no GCC Shareholder

or Partner may transfer less than its entire interests in GCC or GCC LP.

Right of first refusal

In general, if a GCC Shareholder or a Partner (the “Transferring Shareholder”) wishes to
Transfer its Shareholder Interest: (a) the Transferring Shareholder shall by notice advise each other
shareholder and partner (other than Defaulting Shareholders) of its intention to make the Transfer;
and (b) any other shareholder or partner (other than a Defaulting Shareholder) may give notice to
the Transferring Shareholder that it elects to purchase such Shareholder Interest for the applicable

price and on the terms and conditions set forth in the notice.
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Transfers to Affiliates

In general, a GCC Shareholder or a Partner may only Transfer all of its Shareholder Interest
to a wholly-owned Affiliate. Any such Transfer shall not be effective until the Transferor and the
Transferee have entered into an agreement with the other shareholders or partners, as the case may
be.

Prohibitions

In general, no GCC Shareholder will be entitled to Transfer its Shareholder Interest unless
otherwise approved in writing by all the GCC Shareholders and Partners.

Outstanding Indebtedness

(a) If, on the date of closing of a permitted Transfer of a Shareholder Interest (other than
to an Affiliate), the Transferor is indebted to GCC or GCC LP or another GCC
Shareholder or a Partner or their Affiliates, then the Transferee will be required to pay
the purchase price payable by it for such Shareholder Interest being Transferred to
GCC at the time of closing, and GCC will apply the purchase price proceeds towards
repayment of the indebtedness of the Transferor to GCC or GCC LP or other GCC
Shareholder or Partner or their Affiliates, as the case may be.

(b)  If there are funds remaining after complying with (a) immediately above, then GCC
shall pay the balance to the Transferor.

NEW PARTNERSHIP AGREEMENT

In satisfaction of Winsway SPA Condition (14), GCC as general partner and each of the
Purchaser and Winsway Seller as limited partner had on 31 December 2014 agreed the terms of the
New Partnership Agreement which delivery and execution shall be made to the Purchaser on or
before SPA Completion. Marubeni Seller shall no longer be a party to the partnership when the
New Partnership Agreement takes effect from SPA Completion. The Board (including the
independent non-executive Directors) takes the view that the New Partnership Agreement is
entered into on normal commercial terms, and such terms are fair and reasonable and in the
interests of the Company and its shareholders as a whole.

Term and purpose

The partnership was formed in Canada and shall continue in full force and effect until it is
dissolved or terminated. It is formed for the purpose of carrying on, among other things, the
business and activities of owning and operating a coal mining and development business, including
related marketing and sales activities, and any business which is ancillary, incidental or directly or
indirectly related thereto.

Management and administration of the partnership business
Except as expressly otherwise provided for in the New Partnership Agreement, the general
partner shall be responsible for and shall have full power and authority to manage and control the

business and affairs of the partnership pursuant to the New Partnership Agreement and the
Management Services Agreement.
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Liability of the limited partners

Except as set forth in the New Partnership Agreement or the Act and the provisions of
similar legislation in other jurisdictions where the partnership is required to be registered, the
liability of each limited partner for the debts, liabilities and obligations of the partnership shall be
limited to its Capital Contributions plus its pro rata share of any undistributed income of the
partnership.

Partnership interests and Distributions

The outstanding partnership interests as of the effective date of the New Partnership
Agreement will be:

Percentage
Partner Partnership interest interest
GCC general partnership interest 0.0100%
The Purchaser limited partnership interest 82.7366%
Winsway Seller limited partnership interest 17.2534%
TOTAL 100.0000%

Returns of Capital

GCC shall have full power and authority to make returns of Capital to a Partner or the
Partners in such amounts, at such times and in such manner as may be determined by GCC,
provided that unless otherwise agreed in writing by all of the Partners, any such returns of capital
will be made pro rata to each Partner based on its partnership interest.

Matter requiring unanimous vote

Notwithstanding anything to the contrary contained in the New Partnership Agreement, the
following matters shall require the unanimous approval of the Partners: (i) any amendment to the
terms and conditions of the New Partnership Agreement; (ii) a merger, arrangement, or
amalgamation, restructuring or other similar transaction involving the partnership or an
acquisition or disposal involving the partnership, for the consideration or value in an amount
exceeding 50% of the net book value of the partnership; (iii) a reorganization of the structure of the
partnership in a manner that would affect the tax or financial consequences to a Partner in a
material adverse fashion; (iv) the removal, resignation or replacement of a general partner; and (v)
the dissolution, liquidation or approval of an event of insolvency as defined in the New Partnership
Agreement with respect to the partnership.

Matter requiring Extraordinary Resolution
Notwithstanding anything to the contrary contained in the New Partnership Agreement, the

following matters shall require Extraordinary Resolution: (i) a voluntary bankruptcy/insolvency
proceeding or steps for the appointment of a receiver in respect of any material part of the business
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or assets of the partnership; (ii) a decision to continue the partnership if the partnership is
terminated by operation of law; and (iii) a decision to amend, modify, alter or repeal any
Extraordinary Resolution of the Partners.

Change in composition of the partnership

Additional limited partners may be admitted to the partnership with the consent of all
Partners and each such additional limited partner shall agree in writing to be bound by the terms
and conditions of the New Partnership Agreement.

WINSWAY BUY-BACK RIGHT AGREEMENT

In connection with the Winsway SPA, Winsway, the Purchaser and the Company shall enter
into a Winsway Buy-back Right Agreement which delivery and execution shall be made at SPA
Completion by the parties thereto.

Reasons for entering the Buy-back Right

The Buy-back Right will motivate Winsway (1) to promote the GCC product to the GCC
coal markets and to maintain the standing and pricing of the products and ultimately increase the
profitability of the Company and (2) to maintain Winsway’s interest in the international coal
market after the disposal of the GCC.

The material terms of Winsway Buy-back Right Agreement are set out below:

(I)  In consideration of Winsway procuring that Winsway Seller enters into and completes the
Winsway SPA and the terms and conditions of the Winsway SPA agreed by Winsway Seller,
the Purchaser will grant to Winsway an irrevocable and unconditional right to purchase the
Winsway Buy-back Interests for the Winsway Purchase Price (as described below) and in
accordance with the terms and conditions of the Winsway Buy-back Right Agreement.

(2) The Winsway Buy-back Right shall be exercisable once only by Winsway by notice in
writing to the Purchaser at any time within a Winsway Three Month Period immediately
following any date upon which the HCC Benchmark Price is within the Winsway Trigger
Price Range during the Winsway Buy-back Period. For the avoidance of doubt, the failure to
serve a Winsway Buy-back Notice during any Winsway Three Month Period shall not
prejudice Winsway’s right to serve a Winsway Buy-back Notice during any subsequent
Winsway Three Month Period. No more than one Winsway Buy-back Notice may be served
during the term of the Winsway Buy-back Right Agreement.

(3) The Winsway Buy-back Period means the period commencing on the date upon which SPA
Completion occurs and ending on the later to occur of:

(a)  the date which is three (3) years from the date upon which SPA Completion occurred;
or

(b)  the date upon which the first principal repayment is due payable under the Minsheng

Facilities Agreement after the date of the Winsway Buy-back Right Agreement,
currently 5 September 2017,
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(4)

)

(6)

)

subject to the condition that, if the event described in (3)(b) above has not occurred within
five (5) years of the date upon which SPA Completion occurred, the Winsway Buy-back
Period shall expire on the date which is five (5) years from the date upon which SPA
Completion occurred.

Winsway shall in its sole discretion, have the right to nominate any of its wholly owned
Affiliates as the purchaser of the Winsway Transfer Buy-back Interests (as defined below)
and following such nomination the Purchaser shall be obliged to sell and transfer the
Winsway Transfer Buy-back Interests to such wholly owned Affiliate and Winsway shall
procure that such wholly owned Affiliate purchases and accepts the Winsway Transfer
Buy-back Interests in accordance with the terms of the Winsway Buy-back Right
Agreement, provided that Winsway continues to be bound by the terms of the Winsway
Buy-back Right Agreement.

Any Winsway Buy-back Notice issued by Winsway exercising the Winsway Buy-back Right
must state a single percentage of up to 16.86% which Winsway wishes to acquire pursuant to
the Winsway Buy-back Right comprising an equal percentage of both Winsway Buy-back
Shares and Winsway Buy-back Partnership Interests, (collectively the “Winsway Transfer
Buy-back Interests”).

The right of Winsway to exercise the Winsway Buy-back Right shall expire upon the
expiration of the Winsway Buy-back Period, other than where Winsway has issued a
Winsway Buy-back Notice within the Winsway Buy-back Period; in respect of which the
Winsway Buy-back Right shall only expire at the end of the Winsway Due Diligence Period,
if Winsway has not issued a Winsway Notice.

The Winsway Trigger Price Range has been determined by the arm’s length negotiation
between Winsway and the Purchaser. In each year, the Winsway Trigger Price Range will be
in a price range equal to or greater than the HCC Floor Benchmark Price but equal to or less
than the HCC Ceiling Benchmark Price determined as follows:

Year (after SPA Completion) 0 1 2 3 4
HCC Floor Benchmark Price (US$) 138 160 170 174 176
HCC Ceiling Benchmark Price (USS$) 200 200 200 200 240

For Year 4, the price range is wider in consideration of the greater potential price variability
and to provide greater incentive to Winsway.

The Winsway Trigger Price Range was made with reference to historical data of the HCC
Benchmark Price, the quarterly agreed US$ FOB price of a top-tier Australian Hard Coking
Coal for the Asian market, such as BMA’s Peak Downs or Anglo American’s German Creek,
being published in the Platts’ “Coal Trader International” or “SBB Steel Markets daily”
from time to time, and current market conditions. The Winsway Trigger Price Range is
considered to be fair and reasonable as it (i) falls between the previous 3 years coking coal
price of US$117 to US$235 per tonne, (ii) allows for some future price improvement
reflecting market forecasts; and (iii) both the Company and Winsway agreed the range is
reasonable.
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Winsway Purchase Price

The actual Winsway Purchase Price for the Winsway Transfer Buy-back Interests shall be
the actual aggregate amount injected into GCC LP by the Purchaser (or its Affiliates) from the
Winsway SPA Completion until the date of Winsway Buy-back Right Completion (by way of any
loan or capital injection or advance payment), in respect of the Winsway Transfer Buy-back
Interests (as a fraction of the Purchaser’s total Partnership Interest), plus interest (the interest is
calculated based on the actual amount injected until the date of Winsway Buy-back Right
Completion, or until the repayment date for those amount repaid before the date of Winsway
Buy-back Right Completion) at a compound annual rate of interest as set out below:

Year (after SPA Completion) 0 1 2 3 4
Compound Interest rate 10% 15% 18% 21% 24%

The Directors confirm that the compound interest rate shown above was determined by the
arm’s length negotiation between Winsway and the Company and offers a competitive return for
the Company to invest in GCC LP. Based on the HKMA bond market bulletin, the interest rates are
significantly higher than the annual coupon rates issued by other financial institutions and fund
houses in Hong Kong for vanilla debt securities.

Having considered that the basis for the Winsway Trigger Price Range and the compound
interest mentioned above, the Directors are of the view that the Winsway Purchase Price is fair and
reasonable.

Due Diligence

(1)  Following the exercise by Winsway of the Winsway Buy-back Right, Winsway can conduct
a due diligence review of GCC and GCC LP in respect of operational, finance, tax and legal
matters.

(2)  The Purchaser agrees to provide Winsway with all reasonable assistance in performing its
due diligence including making available to Winsway copies of requested documentation
and information related to GCC and GCC LP including all documentation and information
relevant to the calculation and verification of the Winsway Purchase Price.

(3) At any time prior to the expiration of the Winsway Due Diligence Period, Winsway may
elect to issue a written notice to proceed or not to proceed with the transfer of the Winsway
Transfer Buy-back Interests (the “Winsway Notice”) provided such Winsway Notice is
issued no later than the last day of the Winsway Due Diligence Period. If Winsway does not
issue a Winsway Notice prior to the expiration of the Winsway Due Diligence Period, then
Winsway shall be deemed to have elected not to proceed with the transfer of the Winsway
Transfer Buy-back Interests.

(4)  Neither the Purchaser nor Winsway shall have any obligation to complete the transfer of any
of the Winsway Buy-back Interests in accordance with and subject to the terms and
conditions of the Winsway Buy-back Right Agreement unless and until a Winsway Notice is
issued by Winsway electing to proceed with the transfer of the Winsway Transfer Buy-back
Interests.
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Conditions
Winsway Buy-back Right Conditions

Winsway Buy-back Right Completion is conditional on a Winsway Notice being issued by
Winsway on or before the expiration of the relevant Winsway Due Diligence Period, in the manner
contemplated above and each of the following Winsway Buy-back Right Conditions being satisfied
on or before the Winsway Buy-back Longstop Date or such later date as the parties may agree,
provided that Winsway Buy-back Right Condition (5) shall be deemed satisfied on the date on
which the last Winsway Buy-back Right Condition in Winsway Buy-back Right Conditions (1) to
(3) (inclusive) and Winsway Buy-back Right Condition (6) (as applicable) is satisfied or waived
(as applicable):

(1) all Third Party Approvals have been obtained;
(2)  Competition Act Approval has been obtained;
(3) Investment Canada Act Approval has been obtained;

4 all consents of shareholders of Winsway and all consents, waivers, permissions and
approvals of the Stock Exchange have been obtained;

(5) no statute, rule, regulation or order shall have been enacted or temporary or
permanent restraining order or preliminary or permanent injunction or other order
shall have been entered or issued, by any Governmental Authority in each case that
has the effect of making the transactions contemplated by the Winsway Buy-back
Right Agreement illegal or otherwise preventing or prohibiting consummation of the
transactions contemplated by the Winsway Buy-back Right Agreement; and

(6) if applicable, any approvals of the Stock Exchange required by the Purchaser.
Waiver

The Purchaser and Winsway may mutually agree to waive Winsway Buy-back Right
Condition (1) in whole or in part at any time on or before the Winsway Buy-back Longstop Date.

Satisfaction of the Winsway Buy-back Right Conditions

The parties shall use reasonable endeavours to satisfy or procure the satisfaction of
Winsway Buy- back Right Conditions (1), (2) and (3) not already satisfied as soon as possible and
in any event on or before the Winsway Buy-back Longstop Date, including, in connection with the
Competition Act Approval and the Investment Canada Act Approval.
Failure to satisfy Winsway Buy-back Right Conditions

If it becomes reasonably apparent to the parties that the Winsway Buy-back Right

Conditions cannot be satisfied by the Winsway Buy-back Longstop Date, the parties agree to
consult in good faith with a view to agreeing an extension to the Winsway Buy-back Longstop Date
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for the satisfaction or waiver of those Winsway Buy-back Right Conditions which have not been or

are unlikely to be satisfied in time.

(D

2

Notwithstanding the above, if one or more of the Winsway Buy-back Right Conditions:

remains unsatisfied on the Winsway Buy-back Longstop Date and has not been waived on or

before that date; or

becomes impossible to satisfy on or before the Winsway Buy-back Longstop Date and, if it
is a Winsway Buy-back Right Condition which can be waived, has not been waived within
five (5) Business Days of such Winsway Buy-back Right Condition becoming impossible to
satisfy,

any party may give notice to the other party that it wishes to terminate the Winsway Buy-back

Right Agreement without liability to any party thereto.

Sale and Purchase

(D

(2)

(3

4)

The parties to the Winsway Buy-back Right Agreement shall be bound to complete the sale
and purchase of the Winsway Transfer Buy-back Interests within five (5) days after the date
on which the last of the Winsway Buy-back Right Conditions is satisfied or waived.

The Purchaser is the legal and beneficial owner of and shall sell and Winsway shall purchase
the Winsway Transfer Buy-back Interests on the basis that they are sold at Winsway Buy-
back Right Completion free from any encumbrance as set out in the Winsway Buy-back
Right Agreement and together with all rights attached to them at the date of the Winsway
Buy-back Right Agreement or subsequently becoming attached to them.

The Purchaser waives and agrees to procure the waiver of any restrictions on transfer
(including pre-emption rights) which may exist in relation to either or both of the Winsway

Transfer Buy-back Interests.

Winsway shall not be obliged to complete the purchase of any of the Winsway Transfer
Buy-back Interests unless the Purchaser completes the sale of all the Winsway Transfer
Buy-back Interests simultaneously, but the Winsway Buy-back Right Completion of the
purchase of some of the Winsway Transfer Buy-back Interests shall not affect the rights of

Winsway with respect to the purchase of the others.

Remedies

(D

Notwithstanding the warranties and undertakings of the Purchaser to Winsway under the
Winsway Buy-back Right Agreement, if the Purchaser fails to fulfil its obligation to deliver
and transfer to Winsway the Winsway Buy-back Interests as contemplated by the Winsway
Buy-back Right Agreement, Winsway may at its option require specific performance by the

Purchaser to perform its obligations under the Winsway Buy-back Right Agreement.
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(2)  Each of the parties to the Winsway Buy-back Right Agreement acknowledges and agrees
that (i) damages alone would not be an adequate remedy if the Purchaser fails to fulfil its
obligations under the Winsway Buy-back Right Agreement; (ii) it has obtained professional
advice and understands the meaning and implication of this paragraph.

(3) In the case that Winsway fails to obtain specific performance hereunder, a party may refer
the matter under dispute to arbitration in accordance with provisions of the Winsway
Buy-back Right Agreement.

Company Guarantee

The Company has agreed to guarantee the performance of the obligations of the Purchaser
under the Winsway Buy-back Right Agreement. The Buy-back Right will motivate Winsway (1) to
promote the GCC product to the GCC coal markets and to maintain the standing and pricing of the
products and ultimately increase the profitability of the Company and (2) to maintain Winsway’s
interest in the international coal market after the disposal of the GCC.

The Winsway Buy-back Right is an option granted by the Company under the Listing Rules.
As the highest possible monetary value of the Winsway purchase price and the underlying assets
has not been determined for the purpose of classification of a notifiable transaction, the Listing
Rules provide that this transaction is classified at least as a major transaction subject to
Shareholder approval. As soon as the purchase price and value of the underlying assets under the
Winsway Buy-back Right has been determined, further announcement(s) will be made by the
Company in accordance with all applicable requirements of the Listing Rules as and when
appropriate.

WINSWAY MARKETING AGENCY AGREEMENT

Winsway, GCC LP and the Company had on 31 December 2014 agreed the terms of the
Winsway Marketing Agency Agreement which delivery and execution shall be made to the
Purchaser at SPA Completion. Pursuant to the Winsway Marketing Agency Agreement, GCC LP
will appoint Winsway as its agent to provide exclusive marketing services in connection with the
sale of GCC Coal with a total term of 10 years (subject to annual performance) and pay Winsway
a marketing fee fixed at 1.5% of sales revenue for its associated sales and is within the historical
range of 1%—2% paid to other agents. As Winsway is (i) a significant supplier of coal in its own
right, (ii) familiar with the GCC product, (iii) a major seller of GCC coal in previous years with
proven track record, and (iv) has a large selling network and client base in the PRC, the Directors
are of the view that if the Company can bind the strong relationship and assign attractive allotment
to Winsway, the more commitment they will have when selling the Company products.
Historically, Winsway did not charge any marketing fee from GCC.

Sale of GCC Coal

GCC LP commits to sell the Minimum Sales for each fiscal year (and on a pro rata basis for
any incomplete fiscal year) during the term. Winsway or any of its subsidiaries (the “Winsway
Marketing Agent”) commits to offtake the Minimum Purchases for each fiscal year (and on a pro
rata basis for any incomplete fiscal year) during the term.
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Minimum purchase amount and proposed annual caps

Pursuant to the Winsway Marketing Agency Agreement, the minimum purchase of GCC
Coal by Winsway amounts to 40% of the annual production of the Grande Cache mine. It is
expected that the annual cap for the marketing fee under the Winsway Marketing Agency
Agreement will not exceed the amounts set out below:

US$ million

2015 1.4
2016 2.0
2017 5.0

These annual caps take into account (i) the forecast level of production for GCC assumed in
the Competent Person’s Report, (ii) the committed volume of sales under the Winsway Marketing
Agency Agreement, being 40% of the total GCC annual production, (iii) potential flexibility for
additional sales to China through Winsway in addition to the minimum committed level and
historical percentage of sales through Winsway, and (iv) the highest price achieved by Winsway for
GCC sales historically, with an allowance for future general inflation of 2% p.a., being the
specified target of monetary policy implemented by the Federal Open Market Committee of the
USA and with reference to the Competent Person’s Report.

Basis for the proposed annual caps
(i) Estimated sales volume of GCC coal

Based on the Competent Person’s Report the estimated annual sales of GCC coal are shown
below:

For the year For the year For the year
ended ended ended
31 December 31 December 31 December
2015 2016 2017
Estimated annual sales
(in million tonnes) 0.75 1.0 2.5

If using the minimum purchase of 40% under the Winsway Marketing Agreement, the annual
commitment for Winsway will be approximately 0.3mt, 0.4mt and 1.0mt tonnes in 2015, 2016 and
2017 respectively. Winsway’s total sales volume for each of 2013 and 2014, as shown in its 2014
Annual Report, both exceed its minimum commitment for 2015-2017 in aggregate. The Directors
are of the view that Winsway is able to meet its minimum sales requirement in the upcoming years.
The minimum purchase level takes into account a number of factors including:

- Providing a base level of committed sales for GCC, with some level of uncommitted

sales available enabling GCC to seek more favourable pricing in other regions and
also to diversify its customer base.
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- Providing a minimum purchase level that is reasonably achievable by Winsway.

- A level of sales that allow a replacement agent to be found in a timely manner in the

event that this is required.

The historical sales transaction of GCC Coal by Winsway are as follows:

2012 2013 2014
Sales (million tonnes) 0.3 1.3 0.3
Average Price (US$/t) 155 103 84
Sales (US$m) 45.6 140.9 26.5

According to Winsway annual report, in tackling a weakening coking coal market and to
ensure its infrastructure and logistic-related assets were well maintained and fully utilized,
Winsway lowered its profit margin target and average selling price in exchange for higher volume
in 2013. As a result, the sales transaction of GCC Coal by Winsway improved compared to 2012.

The significant decrease in sales transaction of GCC Coal by Winsway in 2014 compared to
2013 was due to continued oversupply of global coal and reduced coal demand in China. Prices of
coal in the China market continued to show a clear downturn trend and, as Winsway’s sales were
concentrated in that market, Winsway lost some competitive advantage as a result of the
combination of dropping selling prices and relative high transportation cost. As a result, GCC

increased sales of coal in 2014 to Marubeni and other agents.
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(ii)  The estimated annual production of GCC

GCC is planning to reduce the production rate in 2015, with the shutdown of the surface

mine until early 2017. Table below (abstract from latest Competent Person’s Report in Appendix

V) shows the estimated annual production of GCC for 41 years.

Total Waste (kbem)

Run-of-Mine (ktROM)

Surface Areas
No.§
No.2
No. 9
No.12 North
No.16

Total O/P

Underground
No.12 South B2
No.12 South B2
No.12 South B2EE
No.12 South A
No.12 South A
No. 9D

Total U/G

Grand Total

Clean Met. Coal (ktcc)

Clean Thermal (ktcc)

Total Clean Coal (ktcc}

Strip Ratio (bem/tec)

Grande Cache Coal Production Plan

FY FY FY FY FY FY FY FY FY FY FY FY FY FY
2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025-29 2030-34 2035-39 2040-55
760 0 15330 16608 19279 18878 19.641 18672 20,085 18,828 164,139 172,585 171491 455075
116 0 2373 254 2472 1955 865 682 1232 1418 0 0 0 0
0 0 0 0 81 378 164l 82 323 040 7562 3452 802 0
0 0 0 0 0 0 0 0 0 0 999 5182 5413 13776
0 0 0 0 0 0 0 0 0 0 0 0 0 46,137
0 0 0 0 0 0 0 0 0 0 8003 7202 9166 10476
116 0 2373 2524 2553 2332 2507 1504 1,555 2,358 16,564 15836 15381 70,389
521 - - - - - - - - - - - - -
135 1023 947 750 220 - - - - - - - - -
- 4T 20T 630 - - - - - - - - - -
- - - 38 1409 1624 1500 706 - - 260 - - -
- - - - - UL 560 1403 1991 1935 2,187 - - -
- - - - - 213332 1729 1757 1973 9929 9,538 9813 28,119
656 1,070 1,155 1,708 1,629 2,008 2412 3,838 3,748 3908 12,376 9,538 9,813 28,119
72 1,070 3528 4232 4181 4340 4918 5342 5303 6,266 28940 25374 25,194 98,507
I B B S D B D D D DN DN D D —
31 793 2495 2850 2552 2617 3428 3574 3624 4265 17733 16617 17227 68999
1 0 71 178 247 203 73 129 154 137 2263 1044 950 2,866
532 793 2566 3,028 2,799 2,820 35502 3703 3778 4402 19,997 17,661 18,177 71,865
I B B S D B D D D DN DN D D —
105 00 90 91 112 122 108 178 181 117 140 149 154 89

Note: Does not include pond coal and does not list total saleable coal tonnes
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(iii) The expected coal price

Coking coal prices are not expected to recover in any great extent over the next year or two.
However, since the current low prices cannot be sustained indefinitely without severe supply
disruption, a recovery is likely to occur in the medium term (2018-2020). Table below shows

metallurgical coal prices in US$.

Projected Metallurgical Coal Prices (US$)

Metallurgical
Coal, US$/t
FOB West
Sales Price Coast
FY 2015 $95
FY 2016 $104
FY 2017 $110
FY 2018 $140
FY 2019 $143
FY 2020 $145
FY 2021 $170
FY 2022 $170
FY 2023 $170
FY 2024 $170
FY 2025-29 $170
FY 2030-2034 $170
FY 2035-2039 $170
FY 2040-56 $170

* extract from Appendix V

For the long term, the potential for continued supply growth from current capacity
expansions reaches a limit towards the end of the decade. Continued demand growth, which will
likely be steady but not spectacular, is expected to result in demand exceeding the supply available
from mines that are in operation today. New capacity will be needed after 2020, accompanied by
the necessary price increase to encourage investment for the replacement tonnage. Please refer to
Section 19 & 22 of Appendix V for further details.

Beyond 2020, a step increase in coking coal pricing is expected, not unlike previous price
steps that have occurred: the period 2010-2012 saw a 33% step jump above the pricing for
2007-2009, which in itself represented a 75% increase over the 2004-2006 pricing levels. These
price steps were essentially driven by supply shortages.
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(iv)  Expected fees associated with the GCC coal

Selling expenses associated with the sale of GCC coal include wages for the GCC marketing
staff, testing, weighing and demurrage and a marketing fee that set out in the commercial invoice
of each shipment.

Pricing Mechanism

A pricing mechanism has been pre-established to ensure that each transaction under the
Winsway Marketing Agency Agreement is conducted on normal commercial terms and not
prejudicial to the interests of the issuer and its minority shareholder. In particular, coal sales under
the agreement and the payment of the marketing fee will be subject to the price offered for those
coal sales reflecting market prices, as set out below.

The Winsway Marketing Agent and GCC LP shall discuss in good faith and agree before the
commencement of the fiscal quarter on the delivery of the quantity of GCC Coal for the following
quarter and the applicable coal price for each buyer. The price of GCC Coal per ton shall be
determined through arm’s-length negotiations based upon prevailing market prices in the PRC.

Payment of the marketing fee to the Winsway Marketing Agent and counting of the amount
of GCC Coal towards satisfaction of the Minimum Sales and Minimum Purchases is subject to the
agreement on the price of GCC Coal, and if there is no agreement whether or not the price offered
is higher or lower than a bottomline price as determined from time to time. Market and bottomline
prices will be determined with reference to an appropriate index which currently is the published
assessment for Platts HCC 64 Mid Vol price index.

If GCC LP fails to meet the Minimum Sales in any fiscal year:

(1) GCC LP shall pay the marketing fee to the Winsway Marketing Agent for the volume
of GCC Coal accepted by the Winsway Marketing Agent during the Prescribed
Period; and

(ii))  GCC LP shall, subject to any mutual agreement of the parties to the contrary, make up
100% of the GCC shortfall, being the actual amount of coal sold to the Winsway
Marketing Agent by GCC LP subtracted from the Minimum Sales in any fiscal year,
during the first quarter of the following fiscal year (the “Prescribed Period”).

If the Winsway Marketing Agent fails to meet the Minimum Purchases in any given fiscal
year:

(1) The Winsway Marketing Agent shall provide a letter of credit for the shortfall, being
the actual amount of coal purchased by the Winsway Marketing Agent from GCC LP
subtracted from the Minimum Purchases in any fiscal year, on the first day of the
following fiscal year.

(i1)  Subject to any mutual agreement of the parties to the contrary, the shortfall shall be
delivered in instalments over the following fiscal year.
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(iii) GCC LP shall pay the marketing fee on all deliveries in satisfaction of the shortfall.

If the Winsway Marketing Agent fails to make up such shortfall twice during the term, GCC
LP has the right to terminate the agreement.

Indemnity

The Company agrees to indemnify the Winsway Marketing Agent against any liabilities
which the Winsway Marketing Agent may incur as a result of acting with reasonable care and skill
within the scope of its authority under the Winsway Marketing Agency Agreement as marketing
agent for GCC LP.

Listing Rules Implications

Following SPA Completion, GCC shall become an indirect subsidiary of the Company to be
held as to approximately 82.74% by the Purchaser and approximately 17.26% by Winsway Seller.
By virtue of its retained indirect approximately 17.26% interest in GCC, Winsway through the
Winsway Seller will become a substantial shareholder of GCC and hence a connected person of the
Company at the subsidiary level. As a result, the proposed transaction contemplated under the
Winsway Marketing Agency Agreement will constitute a continuing connected transaction of the
Company, under Chapter 14A of the Listing Rules subject to the reporting and disclosure and
Independent Shareholders’ approval requirements as stipulated and exempted in Chapter 14A of
the Listing Rules.

The Company has established an Independent Board Committee and appointed an
independent financial adviser to advise the Independent Shareholders as to whether the terms of
the Winsway Marketing Agency Agreement are fair and reasonable and whether it is in the interests
of the Company and the Shareholders as a whole.

The text of the letter of recommendation from the Independent Board Committee and the
independent financial adviser are set out in the sections headed “Letter from the Independent

Board Committee” and “Letter from Donvex Capital” to this circular.

INTERIM SUPPORT AGREEMENT

The Marubeni Seller, the Winsway Seller and GCC have acknowledged that continued
operation of the business of the GCC Group requires additional funding. The Company and the
Purchaser are willing and have agreed to provide additional funding for GCC and GCC LP under
the Amended and Restated Bridge Loan Agreement, pending SPA Completion.

Concurrently with the execution of the Amended and Restated Bridge Loan Agreement, the
Purchaser, the Company, Winsway Seller, Marubeni Seller, GCC and GCC LP had on 17 December
2014 (after trading hours) entered into the Interim Support Agreement, as supplemented by letter
agreements among the same parties on 24 December 2014 and 13 May 2015, which terms were

negotiated among the parties on an arm’s length basis. To the best of the Directors’ knowledge,
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information and belief and having made all reasonable enquiries, the Marubeni Seller, Winsway
Seller, GCC and GCC LP and their respective ultimate beneficial owners are Independent Third
Parties. The principal terms of the Interim Support Agreement are as follows:

Scope

The Interim Support Agreement shall govern and define the respective rights and obligations
of the Company and the Purchaser, the Marubeni Seller and the Winsway Seller in connection with
the operation of the GCC Group by GCC prior to SPA Completion.

The Marubeni Seller and the Winsway Seller have agreed to direct GCC to operate the GCC
Group under an interim operational plan on the understanding that the roles of the Company and
the Purchaser during the Interim Period shall be limited to:

(1) provision of the Amended Bridge Loan pursuant to the Amended and Restated Bridge
Loan Agreement;

(ii)  dispatch of personnel as observers at the premises of the GCC Group (“Creditor
Representative”) to ensure that proceeds of the Amended Bridge Loan are used in the
agreed manner; and

(iii) recommendation of changes from time to time to the GCC Group.
Term and effectiveness

The Interim Support Agreement shall come into force and be effective as of the date of
execution and shall continue in existence from the date of execution and terminate automatically
upon the expiration of the Interim Period, except that the agreement can be terminated early:

(1) by the Company and the Purchaser, if the Capital Contribution Waiver is for any
reason withdrawn or amended without their prior written consent;

(ii)) by the Company and the Purchaser in the event of default of the Marubeni Seller and
the Winsway Seller under the Interim Support Agreement;

(iii) by the Company and the Purchaser if the parties to the Interim Support Agreement
cannot agree on an alternative change to an interim operational plan within four
weeks of the receipt of an objection notice to changes recommended by the Creditor
Representatives from GCC;

(iv) by the Company and the Purchaser if the parties to the Interim Support Agreement
cannot agree on an amendment to an interim operational plan within four weeks of the

receipt of a Plan Change Notice (as defined below); or

(v) by the Marubeni Seller and Winsway Seller in the event of default of the Company
and the Purchaser under the Interim Support Agreement.

In the case of termination of the Interim Support Agreement, any party thereto can provide
notice to the other parties to terminate (as applicable) the Marubeni SPA and the Winsway SPA.
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Operations of the GCC Group

Throughout the term of the Interim Support Agreement, the parties thereto shall cooperate
with one another and use their good faith, commercially reasonable efforts to effect the efficient,

timely and seamless provision and carrying out of an interim operational plan.

Interim financing

Nothing in the Interim Support Agreement, the Winsway SPA, the Marubeni SPA or the
Bridge Loan Agreement shall be construed as requiring the Company and the Purchaser to advance
any funds greater than those contemplated by the Amended Bridge Loan provided that if GCC and
GCC LP do not have sufficient funds to survive until SPA Completion the Marubeni Seller,
Winsway Seller, GCC and GCC LP may take any action to cause an Insolvency Event to occur and
thereafter each of the Marubeni Seller and Winsway Seller shall have the option to terminate the
Amended and Restated Bridge Loan Agreement, the Interim Support Agreement and (as
applicable) the Marubeni SPA and the Winsway SPA.

The Purchaser’s compliance with its obligations under the Amended Bridge Loan, subject to
the terms of the Amended and Restated Bridge Loan Agreement, during the term of the Interim
Support Agreement shall be deemed a fulfilment of the Company’s funding obligations under each
of the Winsway SPA and Marubeni SPA. The maximum amount of the Amended Bridge Loan under
the Interim Support Agreement is US$50 million. It is expected that the funding requirement of the
GCC Group under the Interim Support Agreement up to the end of July 2015 will be US$50 million
and therefore the Amended Bridge Loan will be fully utilized by the end of July 2015 if SPA
Completion has not occurred earlier. As of the Latest Practical Date, approximately US$40 million
of it has been drawn down under the Amended Bridge Loan. The remaining US$10 million is
expected to be drawn down between the Latest Practicable Date to the SPA Completion period to

support the capital, operating costs and working capital of the Target Group.

Services

The GCC Group shall use its commercially reasonable efforts to improve, develop, operate
and maintain the business (the “Services”) in accordance with the terms of the Interim Support
Agreement. The Services shall be rendered by officers, directors and employees of the GCC Group
(the “Servicing Team”).

The roles of Creditor Representatives shall be limited to those as observers; provided that
they shall be entitled to recommend reasonable changes to the scope and nature of the Services to
protect the rights of the Company and the Purchaser as creditors of the GCC Group (each a
“Creditor Recommendation™).

In order for the Purchaser to monitor GCC Group, subject to Applicable Laws and full
compliance of the confidentiality provisions set out in the Interim Support Agreement and the
procurement of such compliance by the Company and the Purchaser of any professional and other
advisors, all Creditor Representatives, as well as any professional and other advisors of the
Company and the Purchaser, shall have full access to the premises of the GCC Group.
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The parties to the Interim Support Agreement agree to share the costs of the Servicing Team
and Creditor Representatives based on the following rules: (i) all compensation payable to the
Creditor Representatives shall be borne exclusively by the Purchaser; and (ii) all compensation
payable to any member of the board of directors and management committee of GCC that is
currently paid by Marubeni Seller and Winsway Seller who appointed that member shall continue
to be borne by Marubeni Seller and Winsway Seller.

Deviation from interim objectives, plan and budgets

The Company and the Purchaser acknowledge and agree that GCC and GCC LP shall be
entitled to deviate from and amend the interim objectives, plan and any applicable budgets in case
of the following:

(1) compliance by GCC and GCC LP with Applicable Laws;

(i1))  compliance by GCC or GCC LP with any changes in third party requirements made
under contracts for the supply of coal by GCC or GCC LP that have been executed and
not terminated as at the date of the Interim Support Agreement; and

(iii) any Force Majeure Event,

by GCC delivering a written notice (a “Plan Change Notice”) to the Company and the Purchaser
promptly upon the occurrence of any of the above events, setting forth the details of the event and
its projected impact on the interim objectives, plan and any applicable budgets, and the parties
shall consider and discuss in good faith to agree on an amendment thereto, including any changes
to the budgets stipulated under the Amended Bridge Loan.

If the parties fail to agree on any amendment thereto within the prescribed period, GCC and
GCC LP shall be entitled to deviate from and amend the interim objectives, plan and any applicable
budgets as GCC and GCC LP deem necessary to comply with or resolve any matter arising under
(1) to (ii1) immediately above (without prejudice to the Company and the Purchaser’s right of
termination set out above) the Company and the Purchaser shall continue to fund such deviation
and amendment to the interim objectives, plan and any applicable budgets.

Covenants of the Company and the Purchaser

Each of the Company and the Purchaser covenants, jointly and severally, to the Marubeni
Seller and Winsway Seller and the GCC Group that it will:

(1) not unduly interfere with GCC in its delivery of the Services and the operation of the
business;

(ii)) use commercially reasonable efforts to ensure that the actions taken by Creditor
Representatives at the premises of the GCC Group shall be in compliance with
Applicable Laws and the internal policies of the GCC Group, copies of which have
been provided to the Company and the Purchaser as of the date of execution of the
Interim Support Agreement;
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(iii)

(iv)

Default

use commercially reasonable efforts to ensure that the Creditor Recommendations
will not be in contravention with Applicable Laws, provided however that it shall be
the GCC Group’s sole and absolute responsibility to ensure that all Services shall be

conducted in compliance with all Applicable Laws; and

provide to GCC and GCC LP the Amended Bridge Loan in accordance with the
provisions of the Interim Support Agreement and the Amended and Restated Bridge
Loan Agreement.

Any party to the Interim Support Agreement shall be a “Defaulting Party” in the following

circumstances (each circumstance, a “Default™):

()

(i1)

(iii)

(iv)

v)

any representation or warranty made by such party under the Interim Support

Agreement proves to have been incorrect in any material respect when made;

except in the case of (iii) below, such party to the Interim Support Agreement

commits a material breach of the Interim Support Agreement and that breach:

(a) is incapable of remedy; or

(b)  if capable of remedy, is not remedied within ten (10) Business Days for a
financial breach, and fifteen (15) Business Days for other breaches, of being
notified in writing by any other party to the Interim Support Agreement of the

breach;

in the case of the Company and the Purchaser, if the Company and the Purchaser fail
to comply with certain funding obligations and such non-compliance is not remedied
within five (5) Business Days of being notified in writing by GCC or any of the
Marubeni Seller and Winsway Seller of the breach;

an Insolvency Event occurs with respect to such party to the Interim Support

Agreement; or

a Default (as defined in the Amended Bridge Loan) of the Amended Bridge Loan

occurs;

If a Default has occurred, any party that is not a Defaulting Party may give a written notice

to the Defaulting Party (a “Default Notice”) specifying the particulars of the Default.

— 68 —



LETTER FROM THE BOARD

Effect of Default of the GCC Shareholders

Upon the issue of a Default Notice in respect of any Default of the Marubeni Seller and
Winsway Seller, in addition to any remedies available at law or in equity, the Company and the

Purchaser shall:

(1) no longer be obligated to make any further advances under the Bridge Loan
Agreement or Amended Bridge Loan;

(i1)  be entitled to exercise all of its rights and remedies under the Bridge Loan Agreement

or Amended Bridge Loan in respect of all amounts then owing to them; and

(iii) have the option to terminate the Interim Support Agreement by giving written notice

to the Marubeni Seller and Winsway Seller.

Effect of Default of the Company and the Purchaser

Upon the issue of a Default Notice in respect of any Default of either or both of the Company
and the Purchaser, in addition to any remedies available at law or in equity, each of the Marubeni
Seller and Winsway Seller shall have the option to terminate the Interim Support Agreement and
the Marubeni Seller, Winsway Seller, GCC and GCC LP may take action causing an Insolvency
Event to occur and thereafter each of the Marubeni Seller and Winsway Seller shall have the option

to terminate the (as applicable) Marubeni SPA and Winsway SPA.

Indemnification by GCC and GCC LP

Each of GCC and GCC LP shall, jointly and severally, indemnify and defend the Covered
Creditor Person (each an “Indemnified Creditor Party”) from and against any and all Losses
relating to, arising out of, or resulting from claims made by non-Affiliate third parties in the

following matters (each an “Indemnifiable Creditor Claim”):

(a) any act or omission of a Covered Creditor Person in the design of the interim
operational plan or the handling of the plan as an observer, including any

recommendation made to the Services rendered thereunder; and

(b)  any changes in the business, financial condition and results of operations of the GCC

Group during the Interim Period,
provided, however, that such limitation on liability will not extend to or otherwise limit any

liabilities that have resulted directly from such Indemnified Creditor Person’s gross negligence,

willful misconduct or fraud.
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Consequence if SPA Completion does not occur

If SPA Completion does not occur, GCC hereby undertakes to pay a gratuity (the
“Gratuity”) to the Company in the following fixed amount corresponding to the month of the

termination of the Marubeni SPA or Winsway SPA (as applicable) occurs, as follows:

The amount of gratuity payable has been amended to a range of US$600,000 to
US$1,900,000 for the month in which SPA Completion occurs or any SPA is terminated from April
to July 2015.

If, as at 31 July 2015 completion under one or both of the Marubeni SPA and Winsway SPA
has not occupied and neither of the Marubeni SPA and Winsway SPA has been terminated, the
Parties shall negotiate in good faith to enter into an additional side letter to amend the gratuity

payable.
INFORMATION ON THE TARGET GROUP

Set out below is the group structure, business and financial information of the Target Group

based on information provided by the Winsway Seller and the Marubeni Seller.
Information on the Target Group

GCC is a company incorporated in Alberta, Canada and is a metallurgical coal mining
company engaged in the production and sales of premium hard coking coal, which was categorised
as a discontinued operation in the consolidated statement of profit or loss and the assets and
liabilities of which were classified as a disposal group held for sale in the interim financial
statements of Winsway for the period ended 30 June 2014. The Company understands that GCC’s
operation has been in production since 2004 and is an exporter of premium low volatile hard
coking coal and one of the few coking coal producers in North America with the ability to export
from the west coast to access Asian end user markets. It was acquired by Winsway, together with
Marubeni, in March 2012.

Following the completion of the acquisition of GCC and restructuring of its assets and
liabilities immediately after the then acquisition, GCC became an indirect subsidiary of Winsway
owned as to 60% by Winsway and 40% by Marubeni. GCC in turn owns 0.01% and is the General
Partner of GCC LP which operates the Grande Cache mine. GCC LP is an Alberta Limited
Partnership indirectly held by Winsway as to 59.994%, Marubeni as to 39.996% and GCC as to
0.01%. GCC LP is engaged in the development of coal mines and the production of coking coal and
related products.
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Shareholding Structure of the Target Group

Set out below is the shareholding structure of the Target Group immediately before SPA
Completion:

Winsway Marubeni
100% 100%
Winsway Coking Coal Marubeni Coal Japan
Logistics Limited Co., Ltd.
100% 100%
Winsway Coking Coal
Holdings SARL
100%
Winsway Seller Marubeni Seller
60% 40%
GCC
0.01%
59.994% 39.996%
GCCLP

GCC’s Grande Cache mine
(i) Overview of the mineral assets

The Target Group operates a mine that produces metallurgical coal for the steel industry
from its coal leases covering over 29,000 hectares in the Smoky River Coalfield located in West
Central Alberta, Canada (the “Project”).

GCC’s operations, pits and process facilities are located within its coal mining lease blocks
in the Grande Cache area of West Central Alberta, approximately 400 kilometres west of the city of
Edmonton, the capital of the Province of Alberta in Canada. The minesite is approximately 20
kilometres north of the town of Grande Cache, in the Municipal District of Greenview. A paved
two-lane, provincial Highway 16 connects the Project area with the town of Grande Cache and
another highway connects Grande Cache with the city of Grande Prairie, 185 kilometres to the
north and the town of Hinton, 145 kilometres to the southeast. The Project area is served by an
existing branch line of Canadian National Railway (the “CN”), which connects with the main
east-west line of CN, allowing access to the major coal export terminals in British Columbia and
the Great Lakes.
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(ii)  Grant and expiry dates of the licenses

In Alberta, coal tenure is held through coal leases granted by the province. Surface and

underground mining rights are also granted by the province first through a mine permit, then by a

mine license for each individual mining area. GCC currently has approximately 29,968 hectares

(ha) under coal lease, with dates of record ranging from the year 2000 through 2012. There are no

expiry dates for other licenses/permits and the Company does not foresee that there are any legal or

other impediments in renewing the coal leases.

The mineral leases that contain the coal resources and reserves presented in this report are

summarized below in the Table 1 — Summary of coal lease tenure at GCC and Table 1 — Summary

of coal lease and mine permits.

Lease
Number

1300090001
1300090002
1303010775
1304020416
1304020417

1304020418
1304020419
1304091006
1306020563
1306020564
1305020565

1306080740
1306080741
1306080742
1312010593
1312010594
1212010595
1312010596
1312010597
1312010598
1312050627
1312050628
1312050629
1312050630
1312050631

Total

Table 1 Summary of coal lease tenure at GCC

Mining Area

L7
.8
. 12 South B2

. 2 and part of No. 8

. 12 South A and

No. 12 South B2

No.
No.
No.

No

No.
. 12 North and No. 12

South B2 Underground
No.

No

9

16

2

. 8 East
9

5
.1
. 1 North
.5
.5
.9
. 12 South
11
. 12 South
.9

O O O O

Area (ha)

608
496
224
1,744
912

8,720
2,576
192
64
416
2,736

1,792
1,360
864
1,680
1,584
1,488
1,568
656
144
16
32

16

16
64

29,968
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Date Recorded

6 September 2000
6 September 2000
31 January 2003
2 February 2004
2 February 2004

2 February 2004
2 February 2004
1 September 2004
17 February 2006
17 February 2006
17 February 2006

4 August 2006

4 August 2006

4 August 2006
26 January 2012
26 January 2012
26 January 2012
26 January 2012
26 January 2012
26 January 2012
3 May 2012

3 May 2012

3 May 2012

3 May 2012

3 May 2012

Expiry Date

6 September 2015
6 September 2015
31 January 2018
2 February 2019
2 February 2019

2 February 2019
2 February 2019
1 September 2019
17 February 2021
17 February 2021
17 February 2021

4 August 2021

4 August 2021

4 August 2021
26 January 2027
26 January 2027
26 January 2027
26 January 2027
26 January 2027
26 January 2027
3 May 2027

3 May 2027

3 May 2027

3 May 2027

3 May 2027
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Figure 1 — Coal leases and mine permits
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Coal leases historically are granted by the Provincial Government of Alberta for a period of

15 years and are renewable. Leases are granted with the following conditions:

i Payment of a royalty (currently 1% of Product Revenue)

. Compliance with laws:

- Mines and Minerals Act

Coal Conservation Act

. Indemnification of Leaser
. Lost coal provision
i Agreement not to mine, without consent, under any bridge, railway, pipeline, public

road or highway

. Special provisions of the GCC leases include:

- Cannot transfer lease without consent

- Compliance with a plan for mining coal from the lease

- Compliance with milestones, in some leases

- Renewal predicated on attaining milestones, in some leases.

GCC was incorporated in 2000 as a private Alberta corporation to reactivate coal mining and
processing in the Grande Cache area on selected coal leases No. 1300090001 (No. 7 Lease) and
1300090002 (No. 8 Lease) issued by Alberta Energy Regulator on September 6, 2000. GCC was
granted additional leases in 2003, 2004, 2006, and 2012 which, together with No. 7 and No. 8
leases, provided the basis for a longer term mine project.

GCC received Permit No. C 2003-1 from Alberta Energy and Utilities Board (EUB) on
January 31, 2003, covering the areas of activity for the GCC Project including the No. 7 mining
area, haul road, coal processing plant and related infrastructure. Subsequently, this Permit has
been amended to encompass the No. 12 South B2 and the No. 8 surface mining areas and the No.12

South B2 underground operations area.

On January 22, 2003, GCC received an Order in Council for Approval C 85-1A from the
EUB to resume operations of the coal processing plant. The Coal Processing Plant was
subsequently amended in 2012 to allow production to its full name plate capacity at 3.86M clean

coal tonnes per year.
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The Energy Resources Conservation Board (ERCB), formerly EUB, issued Mine Licences
for surface mining operations in the No. 12 South B2 and the No. 8 South, Middle and North Pits.
GCC has completed surface mining operations in the No. 12 South B2 area. Due to the weak coking
coal market and the capital requirement of the No.8 surface operation, the No. 8 surface operation
was put into temporary suspension with a view to minimizing the projected cash flow to finance
required capital input to the surface mining fleet to maintain availability. Surface operations in the
No.8 North Pits was idled in January 2015 for a 22 month period. Coal recovery has ceased in the
South and Middle Pits, although these pits are being backfilled as part of the decommissioning and
reclamation process. Alberta Environment (AENV), presently designated as Alberta Environment
and Sustainable Resource Development (AESRD), issued the corresponding EPEA Approvals,
presently amended to EPEA Approval No. 155804-00-06, as well as Approvals under the Water Act
for the associated water management facilities.

In November 2009, GCC filed an application for approval of the No. 12 South B2
underground operation with the ERCB and AENV. The application for the No. 12 South A Pit
(Phase 1), originally filed in 2008, was re-submitted on March 15, 2010, to the ERCB and AENYV,
based on revised geotechnical, mine equipment and scheduling configurations. The ERCB
subsequently issued Mine Licence C 2011-11 in July 2011 under Mine Permit C 2003-1 for the
underground No. 12 South B2 mine; development of this mine began in August 2011 and is
currently completing recovery of the 7/8 Seam and moving to the 4 Seam for future production.
The No. 7 underground mine was depleted in January 2012. In March 2011 GCC filed an
application with Alberta Energy for additional coal leases to consolidate its coal rights and enable
GCC to undertake continued exploration and confirmation of coal reserves in support of its long
range mine plan.

The Company sought advice from the Coal & Mineral Development Resources and Revenue
and Operations Department of Alberta Energy (a ministry of the Government of Alberta) on 8
December 2014, and the department confirmed that GCC’s existing permits and approvals are
acceptable and has met conditions required for coal lease renewal in 2015.

GCC assets that are pledged to secure its banking facilities are shown below:

- Condominium property is pledged as security against the HSBC mortgage.

- Finance lease assets are pledged as security against the finance leases.

- All other assets including mining rights, current and future, are pledged as security
against the CMBC and HSBC banking facilities.
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(iii) Grades and quality

Grande Cache coking coal is primarily high rank, low volatile (LV) coking coal. As such it
competes with low volatile coking coals from the Appalachian region of the United States, and

with low volatile coking coals from Queensland.
The important quality parameters for metallurgical coal are:
. Ash Content — The relative amount of non-combustible material in the coal.

. Free Swelling Index (FSI) — a measure of the amount the coal swells when heated
under controlled conditions. It gives a rough indication whether the coal is suitable

for metallurgical use.
i Sulphur Content — the relative amount of sulphur in the coal.

. Volatile Matter Content — other than moisture, the substances that are given off as gas
and vapour during combustion of the coal.

The operation produces a high quality, low-ash, low-volatile, hard coking coal, with an ash
content of 8.5% to 9% sold for coke oven blends or as a pulverized injection coal. The quality of
GCC’s coal resources make them suitable for use as a metallurgical coal which has been
successfully marketed over the life of the operation. Minor quantities of oxidized coal, occurring at
the coal seams eroded contact, is sold occasionally on the spot market for thermal coal.

Coal resources

Coal resource models are generated from the drillhole information through the use of
cross-sections and/or seam surface interpretation. The coal resource estimates are subdivided into
categories based on “assurance of existence”.

Measured Coal Indicated Coal Inferred Coal Total Coal

Resources'”’ Resources'”’ Resources'”’ Resources'”’

(million metric (million metric (million metric (million metric

tonnes) tonnes) tonnes) tonnes)

Surface Mining Area 232.7 138.0 53.1 423.8
Underground Areas 137.9 78.4 235 239.8
Grand Total 370.6 216.4 76.6 663.6
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To qualify coal resources to coal reserves, a number of economic and technical factors must
be applied, such as, the long term price of metallurgical coal in the domestic and international

market place and the estimates for the recovery of coal.

Proven ROM  Probable ROM Total ROM

Coal Coal Coal

Reserves'’/ Reserves'”’ Reserves'’’/

(million metric (million metric (million metric

tonnes) tonnes) tonnes)

Surface Mining Area 90.7 34.3 125.1
Underground Areas 67.5 14.5 82.0
Grand Total 158.2 48.8 207.1

Note 1: The estimated coal reserves and resources of the Grande Cache mine are prepared in accordance with the

Competent Person’s Report.

Note 2: Coal resources are inclusive of coal reserves.

GCC operated No.8 Surface Mine and No.12 SB2 Underground Mine in 2013, and the total
Raw Coal Mined — Metallurgical (the “ROM”) coal production during the year was 2.40 mt. For

the year ended 31 December 2013, GCC coal production could be summarised as below:

Production
Volume
(’000 tonnes)

Surface Mine
Mine 8
Raw Coal Mined — Metallurgical (ROM) 1,266

Underground Mine

Mine 12SB2
Raw Coal Mined — Metallurgical (ROM) 1,135
Total 2,401

(iv) By-product

Oxidized coal is a by-product at GCC’s operation and not included in these resources.
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(v)  Revenue and sales volume

The principal product from GCC is hard metallurgical coal. This coal is sold on the seaborne

hard coking coal market. Its revenue, sales volume and average selling price are shown below.

Average

selling price

Year Revenue  Sales Volume (approximately)
(in US$ million) (in million) (USD/MT)

2012 $214.43 1.20 $179
2013 $237.96 2.05 $116
2014 $164.08 1.59 $103

(vi) Mining life

The mine life for the combined operation as currently scheduled is approximately 41 years
starting from 2015. This includes all of the current reserves, most of which are exhausted prior to
2048.

(vii) Access and major transportation networks

Provincial Highway 40 is a paved, two-lane road that connects the project area with the local
town of Grande Cache (pop. 4,500). Highway 40 connects Grande Cache with the city of Grande
Prairie (pop. 47,000) 185km to the north and the town of Hinton (pop. 10,000) 145km to the
southeast. The GCC operation area is served by an existing branch line of Canadian National
Railway (CNR). This line connects with the main east-west line of CNR, allowing access to the

major coal export terminals in British Columbia and the Great Lakes.
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(viii) Mining method

(a)  Surface mining

The surface mines employ a truck and shovel operation commonly used in
mountainous areas. The overlying waste rock is drilled and blasted and then removed in
benches. Bench height is 15 m. The waste rock is trucked to designated waste storage areas
(or “dumps”) within prepared areas, and wherever practical backfilled into pit phases where
excavation is complete. The use of hydraulic excavators, electric shovels and trucks are
selected as the best fit for the expected mining conditions. The flexibility of truck-shovel
mining methods makes it an ideal choice to handle the relative complexity of the geology
and variability in coal qualities and products, as well as a proven low-cost method of surface

mining.

(b)  Underground mining

The size of a mining area and the gradient of the seams are primary considerations in
the selection of mining method. Mining areas with dip angles less than 16° allow
consideration in the selection of room and pillar or longwall methods. However, the
selection of the longwall method also requires a larger mineable area to justify the
capitalization. Mining areas that average overl6° are not productive for room and pillar
mining and the longwall method becomes the primary mining method. The No. 12 South B2
Mine, the No. 12 South A Mine, and No. 9D Mine are, or are planned to be multiple seam
mining operations. Mining of multi-seam areas has been sequenced to occur from the upper

most to the lower seam, which has historically proven to be successful.
The current operations in the No. 12 South B2 underground operations and the

adjacent No. 12 South A Area utilize, or are designed to utilize, the room and pillar mining
method.
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Workflow and production
The major mining and production steps/processes of the Target Group is shown in workflow

diagram below. To the best of the Directors knowledge, there are no process is outsourced to

contractors at this moment, except for the railway transportation and the port loading and stockpile

management.

Haul
trucks

= HauI trucks
o \_F

“ Railway
Thermal coal
customer

|

Customer <« Cargoship

Customer < cargoship

The production capacity, process plants, surface and underground mine are shown in the

diagram below:

Production Capacity

Nominal

Capacity (Rom)
Process Plant 4,400 kt
Surface Mine 3,325 kt
Underground Mine 1,800 kt
Production Capacity vs Actuals (Rom) 2012 2013 2014
Process Plant kt 2,226 2,501 2,097
Surface Mine kt 1,663 1,232 1,435
Underground Mine kt 626 1,172 784
Process Plant % of Capacity 51% 57% 48%
Surface Mine % of Capacity 50% 37% 43%
Underground Mine % of Capacity 35% 65% 44%
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Reasons for the suspension of surface mine production:

(1) Surface mine coal production was suspended in January 2015, based on the short term
projections of the coking coal market, and the ability of projected cashflow to finance
required capital input to the surface mining fleet to maintain availability.

(i1)  Engineering/economic investigations are ongoing as to the feasibility of resuming
surface mining earlier than the projected timeframe of January 2017. (Page V-16-11of
the Technical Report)

To the best of the Directors knowledge, there are no major accidents with outstanding
liabilities/litigations occurred in the surface mine or processing plant operating areas.

Utilities

To secure stable and sufficient utility supplies for Target Group’s existing and future
business operations, GCC has entered into supply contracts for power and natural gas.

GCC has not had any material disruption of supply of power and natural gas. The risk of
supply disruption of power and natural gas is very low in Alberta, where GCC operates, and there
is more than one supplier of electric power and natural gas to the site.

Product delivery/shipment

GCC is a captive shipper to CNR and this is a constraint with respect to getting competitive
rates and service, although rail freight costs in Canada are competitive on a global scale. Regarding
existing transportation infrastructure, GCC leases the railway siding which is owned and operated
by CNR. GCC loads unit trains with 100 cars up to 150 cars per train in 8 — 12 hours depending
upon the train length. GCC is able to access to both Westshore terminals at Roberts Bank and
Ridley terminals at Prince Rupert where cars being dumped and coal being loaded on ocean
vessels. With the current setup of infrastructure and logistics, the Railway and Terminals are able
and prepared to accommodate up to 3.5 million tons of throughput from GCC. It’s believed that
GCC has sufficient access to infrastructure. Additional capacity will be sought either on a spot or
contract basis as required in the future in line with expansion plans. Given the long term nature of
the business, increases in mining capacity are planned long in advance providing adequate time to
align infrastructure and logistics capacity.

Regulatory, environmental and social matters

Mine sites located in the Province of Alberta (the Province) require numerous permits,
licenses and approvals in order to operate. Various regulatory authorities supervise mining
operations to ensure that the conditions and standards, which apply to mining activities are
fulfilled. Below are the current status of the licenses and permits of GCC.

1. Coal leases 1300090001 and 130009002 expire on 6 September 2015. Both coal
leases renewal can only be applied for 2 months in advance of expiry. The company

will apply for such renewal at that time.

2. GCC has received an amended mining license for No. 12SB2-4 UG mine, as discussed
Page V-133 and Page V-202.
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3. No. 2 Surface area regulatory process (Page V-180) — There is no change in status,

not started yet.

4. No. 9 Surface area regulatory process (Page V-180) — There is no change in status,
not started yet.

5. No. 9 Underground area regulatory process (Page V-180) — There is no change in
status, not started yet.

6. No. 12N/16 Surface area regulatory process (Page V-180) — Engineering work has
started on a potential combination of 16 Mine East and the most south east area of
12N with the objective of defining a subset of the 16/12N reserves which are low strip
ratio and not within critical environmental concern areas, and the intent of submitting
an EIA pre-screen document in 2015 as discussed in 2015 NI43101.

7. No. 12SA Underground area regulatory process (Page V-181 and V-202) — Final
engineering and geology refinement is in progress, with the intent to submit an
application for mine permit and license in 2015.

8. No 8 Mine Surface area regulatory process (Page V-202) — A license amendment to
modify 8 West Extension Pit as per the NI43101 mine plan was received March 30,
2015. Final engineering for a license application for the remaining reserves in 8 East
and 8 West pits is in progress, with the intent to submit a license amendment
application in 2015.

9. Exploration — There are generally no restrictions on exploration within surface land
leases held by GCC.

10.  On May 23, 2013, GCC received a High Risk Enforcement Action notice from the
Energy Resources Conservation Board (ERCB), now Alberta Energy Regulator
(AER) with regards to Failure to Mine and Operate in Accordance with the Mine
Licence for the No. 12 South B2 Underground Operation. GCC responded to this
situation with an action plan. On May 14, 2014, GCC was notified that AER is
undertaking an investigation related to subsequent failure to comply with the
underground mine license. GCC received a request for additional information related
to past non-compliant events on April 13, 2015 with a response provided on April 30,
2015. GCC will provide additional information to AER by May 22, 2015 and will

continue to work with AER to provide the requested information during this process.

Plant reject disposal (page 20-7 NI43101 2015 report), a recent change to approved
operations is hauling heavy media reject to a disposal facility instead of co-mingling with waste
rock which depends on an operating surface mine. A regulatory submission to expand the capacity
of the disposal facility is in progress.
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Surface disturbance reclamation, (Page V-182) — There are no significant changes to
requirements in the EPEA approval received April 2015. GCC passed a government audit of
reclamation costs used for reclamation bonding requirements in April 2015, with plans to recover
bonding held by Alberta government for resloping and coversoil placement on completed No. 8
Mine waste rock dumps in 2016.

Water management (Page V-182) — A request to reduce sampling frequency on water
management infrastructure by GCC was accepted for settling pond monitoring by Alberta
Environment and codified in the new Environmental Protection and Enhancement Act approval
received April 2015.

Air quality monitoring (Page V-182) — There is no change to air quality mitigation processes
or monitoring. As can be seen in Figure 20.1, Page V-183 report, air quality compliance by GCC
operations is improved from 2010 to 2014.

GCC received a new EPEA approval in April 2015, which specifies environment operating
protocols for water and air management, and reclamation specifications, covering the next 10 years
as referred to in Page V-176.

The Directors are not aware of any legal claims or proceedings that may have an influence
on the rights to explore or mine and any claims that may exist over the land on which exploration
or mining activity is being carried out including any ancestral or native claims.

Principal Product and Markets

Based on the information provided by Winsway, GCC’s principal product is hard coking
coal, which is a type of metallurgical coal, coal products suitable for use in the integrated steel mill
process. When making steel, two of the key raw ingredients are iron ore and coke. Approximately
1.5 tonnes of metallurgical coal are needed to produce one tonne of coke. Only certain types of
metallurgical coal have the necessary characteristics required to make coke. These characteristics
include caking properties (the ability to melt, swell and re-solidify when heated) and low impurity
levels.

Current status and future plan

Based on the Competent Person’s Report, operations were suspended in January 2015 at the
No. 8 surface operation. The No. 2 surface pits, which lie adjacent to the No. 8 pits, are planned to
be brought into production in start of 2019. The No.16 pits and No. 9 pits are scheduled to
commence operations in 2025 and in 2027, respectively at the completion of the No.8 surface
operations. The No. 12 North area will be the last pits to be developed starting in 2038.

The underground operations currently employ the room-and-pillar mining method;
activities include development and panel preparation followed by de-pillar mining. Five- or
six-entry panels are developed with one belt conveyor system. The proposed new room-and-pillar
mine is in the No. 12 South A area and like No. 12 South B2, mines the 4 Seam and the 7/8 Seam
horizons. Underground coal production from the No. 9 Area is planned to occur from the proposed
No. 9D Mine, which would utilize development and longwall equipment suitable for producing
coal in steep gradient conditions in the 10 Seam and 4 Seam.
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Consolidated financial information of the Target Group

Set out below is consolidated financial information on Target Group based on audited

accounts provided by GCC:

For the For the For the

12 months 12 months 12 months

ended ended ended

31 December 31 December 31 December

2014 2013 2012

US$’000 US$’000 US$’000

Net Assets (94,397) 429,875 802,974
Profit/(loss) before taxation (624,272) (373,099) 87,072
Net profit/(loss) after taxation (624,272) (373,099) 87,072

The revenue of the Target Group for the years ended 31 December 2012, 2013 and 2014 were
US$226,317,000, US$240,292,000 and US$164,083,000 respectively.

GCC recorded large losses for the past two years, significant impairment in assets in 2014

and 2013 and currently requires external capital to support ongoing operations.

The losses and the decrease in net assets in 2013 and 2014 are largely the result of
impairment losses recorded in the respective years. Excluding the 2014 impairment loss of US$554
million, the remaining impairment loss was largely the result of operating costs per unit exceeding
the sale price. The loss is lower than 2013 due to lower sales volumes on a year over year decrease
in depletion and amortization due to the 2013 impairment loss reducing the depletable asset base.
Excluding the 2013 impairment loss of US$265 million, the loss in 2013 was US$108 million. The
US$108 million loss was largely the result of lower coal prices compared to 2012, partially offset

by lower operating cost per ton compared to 2012.

For the years ended 31 December 2014 and 2013, the Target Group recognized impairment
losses of US$554 million and US$265 million, respectively, relating to land and buildings, plant
and equipment and mineral assets as a result of declining coal prices, continuing operating losses
and negative cash flows in the Target Group, as well as the announcement of the potential
acquisition of the Target Group for US$2. These triggering events mandated that an impairment
test be conducted under IFRS. The impairment tests indicated that the book value of the assets was
greater than the recoverable amount of the assets, requiring an impairment of the assets. These
impairment losses were allocated to the non-financial assets proportionately based on the

pre-impairment carrying amounts of each non-financial asset.
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SHAREHOLDING STRUCTURE AS A RESULT OF THE ACQUISITION

Shareholding structure of the Target Group immediately after SPA Completion is as follows:

The Company Winsway
100% 100%
The Purchaser Winsway Seller
82.74% 17.26%
GCC
0.01%
82.7366% 17.2534%
GCCLP

INFORMATION ON THE MARUBENI SELLER AND MARUBENI

The Marubeni Seller is a company incorporated in the Province of British Columbia, Canada

and an indirect wholly-owned subsidiary of Marubeni. It is in the business of investment holding.

Marubeni is a company incorporated in Japan. It is a trading company with business
divisions in iron & steel, information technology, power projects & infrastructure, energy, food,

metals & mineral resources, development & construction, and chemicals.

INFORMATION ON THE WINSWAY SELLER AND WINSWAY

The Winsway Seller is a company incorporated in the Province of British Columbia, Canada

and an indirect wholly-owned subsidiary of Winsway. It is an investment holding company.

Winsway is a company incorporated in the BVI with limited liability under the Business
Companies Act of the BVI (2004) and listed on Stock Exchange (Stock Code: 1733). Winsway and
its subsidiaries are principally engaged in the processing and trading of coking coal and other
products, development of coal mills and production of coking coal (classified as a discontinued

operation) and rendering of logistics services.
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RISK FACTORS

Set out below are the principal risk factors which may be associated with the Acquisition:

Dependence on mining operations

The Target Group engages in the production and sales of premium hard coking coal through
the Project, which consists of the coal mining lease blocks and processing facilities in the Grand
Cache area of West Central Alberta, Canada. The coal products are transported by rail to major coal
export terminals for further distribution. The business of the Target Group is dependent on the
successful and continuous operation of the mine, which has been the major source of coal supply
for its processing operations, and the ability to continue its access to infrastructure support. If
there is any disruption for a sustained period to the continued operation of the Project or
supporting infrastructure, the financial condition and results of operations of the Target Group may
be materially and adversely affected.

Uncertainties associated with coal resources

The estimated amount of coal resources and reserves held by the Target Group in the Project,
details of which are stated in the Competent Person’s Report prepared by the technical adviser, is
based on a number of assumptions and judgement on principal factors and variables such as
knowledge, experience and industry practice, which may prove to deviate from the actual
conditions of the Project, and which will be beyond the Company’s control. Estimates of the
resources and reserves may change significantly when new information becomes available or new
factors arise. Consequently, the actual amounts of coal resources and coal reserves derived from
the Project may deviate materially from the amounts estimated by the technical adviser.

Significant and continuous capital investment

Like similar operations in the mining sector, the Project requires significant and continuous
capital investment. The Target Group’s existing production and expansion projects may exceed
their original budgets, may not be completed as planned or may not achieve the intended economic
results or commercial viability. Actual capital expenditures of the Project may significantly exceed
their original budgets because of various factors beyond the Target Group’s control, which in turn
may affect the Enlarged Group’s financial condition.

Restrictive debt covenants

Covenants in the Target Group’s senior banking facilities impose significant operating and
financial restrictions on its operations. These restrictions include, among other things, a limitation
on indebtedness and guarantees; liens and negative pledges; investments; restricted payments;
mergers, acquisitions and asset sales; transactions with affiliates; changes in business conducted;
and prepayment of junior indebtedness.

These restrictions could limit the Target Group’s ability to obtain future financing, make
acquisitions, fund capital expenditures, withstand downturns in its business or take advantage of
business opportunities. Furthermore, these senior credit facilities prohibit GCC LP from making
distributions to its partners.

— 86 —



LETTER FROM THE BOARD

A breach of any of these covenants could result in a default under the senior credit facilities.
Upon the occurrence and during the continuance of an event of default under the senior credit
facilities, the lenders could elect to declare all amounts outstanding under the senior credit
facilities to be immediately due and payable.

Additional funding needs

Under the current weak international seaborne coking coal prices, it is expected that the
Target Group will be unable to generate sufficient cash flow from its operations to meet its capital
needs, including interest payables, capital lease repayment and capital expenditure. The Company
therefore expects that the Target Group will likely require additional sources of financing in the
near future.

After successful acquisition of the Target Group, the Company will cause the Target Group
to explore alternative sources of financing, which may include raising additional capital from the
issuance and sale of securities, restructuring its existing bank loans or entering into new debt
financing arrangements. The relatively weak market sentiment within the coal sector and the
restrictive debt covenants applicable to the Target Group, however, may affect its ability to rely on
external sources. There is no guarantee that the Target Group will be able to secure additional
financing, if required, or that any financing available will be on acceptable terms. Further, any
issuance of securities could dilute the Company’s holdings.

Under the New Partnership Agreement, which will become effective upon SPA Completion,
GCC LP can require capital contribution from its limited partners. Unless the Target Group can
procure external sources of financing, the Company would likely be required to meet the funding
demands from capital calls. Further, the Target Group’s existing senior banking facilities require
the limited partners of GCC LP to make scheduled capital contributions to the Target Group from
time to time.

If the Company cannot make a mandatory capital contribution to the Target Group using
internally generated sources, it will need to raise funds through equity or debt financing or a
combination thereof.

Fluctuation in coal demands and prices

The business of the Target Group will be sensitive to movements in the market prices for
coal. Most of the revenue of the Target Group is expected to be derived from the sale of coal and
coal product and such sale is expected to continue to account for a large percentage of the Target
Group’s revenue in the future. The demand for coal is subject to numerous factors, including, but
not limited to, economic conditions in the Canada, global economic conditions and fluctuations in
industries with high demand for coal, such as the power and steel industries, which in turn affect
the price of coal. International coal markets are cyclical, and price volatility on coal spot market is
significant. Fluctuations in both prices and demand for the coal are beyond the control of the Target
Group. In the absence of any offsetting factors, a significant and sustained adverse movement in
the market prices of or demands for coal may materially and adversely affect the financial
condition and results of operations of the coking coal producers including the Target Group. A
significant reduction in the market prices of or demands for coal for a prolonged period may lead
to a material deterioration in the financial performance of the Target Group.
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Operational risks, hazards and unexpected disruptions

The operations of the Target Group are subject to a number of operational risks and hazards,
some of which are beyond its control. These risks and hazards include unexpected maintenance or
technical problems, periodic interruptions due to inclement or hazardous weather conditions,
natural disasters, industrial accidents, power or fuel supply interruptions, critical equipment
failure, malfunction and breakdowns of information management systems, fires, and usual or
unexpected variations in mineralization, geological or mining conditions. These risks and hazards
may result in personal injury, damage to or destruction of properties or production facilities,
environmental damage, business interruption, and delay in product delivery. Any of these events
could result in legal liability of the Target Group and its directors and officers and damage its
business reputation and corporate image.

Failure to satisfy mining licenses and permits requirements

Mining licenses and permits are subject to periodic review and inspection. The Target Group
received a High Risk Enforcement Action notice from Energy Resource Conversation Board (now
Alberta Energy Regulator (“AER”)) for failure to mine and operate in accordance with the mining
license related to an underground mining operation. As requested, Target Group completed the
development, implementation and submission of an action plan to address the noncompliance
event and met with AER staff to review the action plan. If any mining license and permit of the
Target Group is revoked because of any non-compliance events, the Target Group’s operation
might be adversely affected.

Reliance on senior management and technical staff

The Company expects the existing management of the Target Group will remain in office at
least until SPA Completion. Continuation of their services will be subject to a variety of factors,
some of which are beyond the Company’s control. If a significant number of members of senior
management or technical staff cease to serve the Group in the future or fail to perform their duties
as expected, or the Group is unable to recruit and train key personnel and management personnel
and technical staff, the financial condition and results of operations of the Target Group may be
adversely affected.

Ability to manage the Project effectively

As part of the Target Group’s expansion project, the Target Group has successfully procured
a license for its Surface 8 West Extension and mining activities can commence in that area anytime.
There can be no assurance that the Target Group will be able to manage effectively its expansion
project or that the Target Group’s current personnel, systems, procedures and controls will be
adequate to support the Target Group’s operations. Any failure to effectively manage the Target
Group’s growth and development could have a material adverse effect on the Target Group’s
business, financial condition and results of operations. The Target Group’s operational targets are
subject to the completion of planned operational goals on time and according to budget, and are
dependent on the effective support of the Target Group’s personnel, systems, procedures and
controls. Any failure of these may result in delays in the achievement of operational targets with a
consequent adverse impact on the business, operations and financial performance of the Target
Group.
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Adequacy of insurance coverage

The Target Group maintains insurance coverage that it believes is substantially consistent
with the mining industry practice. However, there is no guarantee that insurance coverage will
always be available to the Target Group at economically viable premiums (if at all) or that, in the
event of a claim, the level of insurance carried by the Target Group now or in the future is or will
be adequate to cover the entire claim/liability. Exploration, development and production
operations on mineral properties involve numerous risks, including environment risks, such as
unexpected or unusual geological operating conditions, rock bursts or slides, fires, floods,
earthquakes or other environmental occurrences, and political and social instability. The Target
Group does not maintain insurance against any environmental or political risks. Any liabilities
arise that are not insured or where insurance coverage is inadequate to cover such liabilities which
may materially or adversely affect the actual or prospective profitability and the business and
operation results. The Target Group’s business could also be materially and adversely affected by
claims for which it is not adequately insured.

Delay in obtaining regulatory approvals

The Target Group’s operation is subject to the regulations of Canada Fisheries Act,
Navigable Waters Protection Act, Canadian Environmental Protection Act and Explosive Act etc.
Currently, the Target Group holds all permits required for its active operations. However, mining
projects may trigger the need to complete a provincial and a joint federal/provincial EIA, the risk
is that EIA studies including federal involvement or public intervention may extend the timeline or
even approvability of the Target Group operations. The time required for obtaining a permit or an
approved amendment for the Target Group is difficult to predict with certainty.

FINANCIAL IMPACT OF THE ACQUISITION

Upon Acquisition SPA Completion, the financial position and results of the Target Group
will be consolidated into the financial statements of the Group.

Assets and liabilities

As stated in the interim report of the Company for the six months ended 30 September 2014,
the unaudited consolidated total assets and total liabilities of the Group as at 30 September 2014
were approximately HK$19,945 million and approximately HK$10,009 million, respectively.

According to the unaudited pro forma financial information of the Enlarged Group as
contained in Appendix IV to this circular, the unaudited pro forma total assets and total liabilities
of the Enlarged Group would be approximately HK$24,799 million and approximately HK$14,628
million, respectively upon the Acquisition SPA Completion, as calculated based on the applicable
assumptions.

Earnings
In light of the potential future prospects of the Target Group, the Directors consider that it

would be highly probable that the Acquisition would be able to have a positive impact on the future
earnings of the Enlarged Group.
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Gearing and working capital

According to the interim report of the Company for the six months ended 30 September
2014, the gearing ratio of the Group (measured as total non-current liabilities to the net asset) was
90% as at 30 September 2014.

Upon the Acquisition completion, the gearing ratios of the Enlarged Group (measured as
total non-current liabilities to the net asset) as calculated based on the unaudited pro forma
financial information of the Enlarged Group as contained in Appendix IV to this circular, will be
approximately 128%.

As the Directors will from time to time assess the financial position of the Group and, if
appropriate, consider the feasibility of fund raising methods, including but not limited to debt
financing and equity financing, to support future capital expenditures and operating costs of the
Group and it is contemplated that the cash portion of the Consideration will be financed by way of
bank borrowings and/or issue of securities or convertible bonds, the Directors consider that there
will be no negative impact on the working capital of the Group due to the Acquisition.

FINANCIAL AND TRADING PROSPECTS OF THE ENLARGED GROUP
Principal activities of the Group

The Group is principally engaged in the mining of coking coal, production and sales of raw
coking coal, clean coking coal, and coking and chemicals products in the PRC. The Company
conducts the Group’s business through various subsidiaries.

The Group has four mines and three circulative projects in Xinjiang. The four coal mines are
the Xiaohuangshan Mine, Shizhuanggou Mine, Quanshuigou Mine and Baicheng Mine. The three
projects are the coal coking project, raw coal washing project and water recycling project. The
following summarizes the current operations of the Group:

. The Xiaohuangshan Mine, Shizhuanggou Mine and Quanshuigou Mine are under
construction and were expected to commence production successively starting from
the second to the fourth quarter of 2015. However, Xinjiang experienced social unrest
in the year under review, and for the sake of public safety, the local government
imposed severe restrictions over blasting works. Further, in response to a coal mine
accident in an adjacent area, regulatory authorities required all coal mines to suspend
construction and production for inspection. The Group accommodated fully with the
relevant social security measures and safety requirements of and from the local
government, as a result, the construction of three mines in Fukang was affected and
the production commencement was delayed. The situation has been back to normal
basically for those measures were only of temporary nature. During the year under
review, the Group continuously engaged in gas drainage and flood control in related
to coal mining, making progress on testing of relevant systems and installing part of
the equipment. There was no substantial capital expenditure incurred in the second
half of Review Year. At Latest Practicable Date, the mines are still under construction
and the Group expects that the relevant projects will begin production successively in
the second half of 2015. The construction and operation of these mines are financed
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by banking facilities obtained by the Group from China Minsheng Banking Corp.,
Ltd., Hong Kong Branch and Industrial and Commercial Bank of China Limited
Fukang Branch as stated in the announcement of annual results of the Group for the
year ended 31 March 2015.

. The Baicheng Mine has received approval from the National Development and
Reform Commission and XinJiang Development and Reform Commission in August
2014, the designed annual production capacity of the mine is 900,000 tonnes, and will
commence construction in the first quarter of 2016.

. The Company’s coal coking plant has been producing coke and various by-products
since October 2013.

. The production, operation and construction of Company’s three circulation industry
projects are synchronizing with the production and construction of the mine.

When the ongoing projects are completed, the Group is expected to have an annual coking
coal production capacity of 5.40 million tonnes; an annual coke production capacity of 1.30
million tonnes; raw coal washing capacity of 4.50 million tonnes; and water recycling capacity of
5.20 million m”.

The Group has strategic co-operation relationships with Pingan Coal Mine and Gas
(Methane) Engineering Research Limited and Heilongjiang Longmei Mining Holding Group Co.,
Ltd. It has also entered into financial cooperative agreements with two of the largest financial
service groups in China.

Strategic value of and reasons for the Acquisition

A core growth strategy of the Company is to further develop its coal mining business and
diversify its coal resources and reserves through overseas acquisitions. As part of this strategy, the
Company has been focusing on opportunities that could complement its existing asset portfolio and
broaden its revenue base.

The Company has investigated other mining targets and decided to proceed with the GCC
acquisition for a number reasons.

The Acquisition will be the Company’s first major step in expanding the operations of the
Group outside China through investment in overseas mining assets. The Target Group is expected
to significantly strengthen the Company’s existing operations in a number of ways. The
low-volatility coking coal produced by the Target Group is expected to provide an excellent
blending coal stock, giving the Group an immediate marketing footprint in the international
seaborne coal market. The Acquisition will also diversify the Group’s asset portfolio with coal
resources and reserves in Canada, a world-class coal mining region characterized by significant
foreign investments, political stability, and a transparent regulatory framework on mining and
resources development.

The Target Group produced about 1.6 million tonnes of clean coal in the Target Group’s
fiscal year ended 31 December 2014. Under its current expansion program, the Target Group will
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be capable of achieving an annual coal production in excess of 4.0 million tonnes. The Company is
considering various measures to improve the operations of the Target Group, including
collaborating with the Target Group’s experienced management team to further expand the Target
Group’s operations as and when appropriate. As part of its growth strategy, the Company will
continue to look for investment opportunities in Canada and other parts of the world to secure
additional long-term stable coking coal supply and to enlarge the Company coal reserve base. The
Company will seek to integrate the Target Group’s operations with the Company’s other
acquisition projects in order to improve the Group’s revenue and profitability through synergy.

Based on the annual report of the Group for the year ended 31 March 2014, the Group
recorded revenue of about HK$153 million and gross loss of about HK$11 million for the year
ended 31 March 2014.

Upon SPA Completion, the Target Group will become subsidiaries of the Company and the
financial information of the Target Group will be consolidated into that of the Group. Based on the
unaudited pro forma financial information of the Enlarged Group as set out in Appendix IV to this
circular, the Enlarged Group would have recorded unaudited pro forma revenue HK$1,426 million
and gross loss of HK$277 million if the Acquisition were completed on 31 March 2014.

Benefits of the Acquisition
The Directors have considered the following business and operational factors:

1) Quality of the coal. The Target Group is a leading exporter of premium low volatile
hard coking coal. The Target Group’s coal is high quality hard coking coal with low
volatile, low ash and very low sulphur and phosphorus characteristics. The Target
Group’s coking coal assets complement the Group’s existing coking coal business.

2) Life of the mine. The Target Group has a large reserve and resource base with a
premium product. It has 25 coal leases that cover 29,968 hectares with total saleable
reserves of 147.6 Mt and resources of 586.9 Mt (based on the latest NI43-101
Technical Report), which approximates to an estimated mine life of over 40 years.
The Target Group’s assets have significant upside potential because mining activities
have not commenced in many areas of the site. They represent a long-term investment
opportunity that could span four decades and the expansion areas can be sequenced in
line with the long-term mining plan and market conditions at the time.

3) Mine in production. The Target Group’s coal resources and reserves are a proven
revenue-producing asset. The mine has been in production since 2004. Located in the
Smoky River Coal Field, about 400km west of Edmonton, Alberta, the mine enjoys
good logistics and infrastructure support, including access to Canadian National
Railway with connection to the main east-west line.

4) Location of the mining assets. The Project is located in Canada, a politically stable
jurisdiction with a transparent legal and regulatory framework. The Acquisition could

reduce the Company’s risk profile through geographical diversification.

5) Purchase price. The Target Group is available for purchase at a relative low price.
The Target Group was acquired by the existing owners in March 2012 for
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6)

7)

approximately C$1 billion. Although as a condition to the purchase, the Company has
been required to provide interim financing to the Target Group, the aggregate
consideration still represents a substantial discount from the consideration paid by
the existing owners two years ago. The current market price of coking coal is close to
production cost, suggesting that further decrease is quite limited. Meanwhile, steel
production in the international market has experienced a moderate increase. As a
result, the Company believes it is an opportune time to secure a foothold in the
overseas market and to increase reserves and resources controlled by the Company.

Production capacity and expansion. The structure of the mine allows the Company
to adjust the Target Group’s production volume fairly quickly, and the Company will
have considerable flexibility under applicable regulations in setting the pace for
capacity expansion, which translates to lower financial risks. The Target Group’s
annual production can be increased at the existing site to approximately 5 million
tonnes per annum of clean coal. The suspension of No. 8 surface operation of the
Project in January 2015 was part of the Target Group’s cost cutting plans to trim
operating costs and capital expenditures. Because all equipment and infrastructure
remain in place, No.8 surface operation can be resumed quickly when market
conditions become more favourable, resulting in an additional million tonnes of
annual production capacity. The Company believes this will result in time and cost
savings and reduce risks compared with a greenfield project, which could take many
years between project commencement and commercial production.

Licenses and permits. The Target Group has all of the relevant licenses and permits
for its current operations. When the Target Group has a concrete plan to expand its
production capacity, additional licenses and permits will need to be obtained. The
Company is of the view that there will be no material impediments to obtaining
additional licenses and permits under such circumstances because: (i) it is in the
ordinary course of business of the Target Group to apply for relevant licenses and
permit to commence operations in new areas (ii) the sequence of operating mines
takes into account the designed coal blending ratio of coal from each mine based on
different coal quality of each mine, (iii) the Target Group has been successful in
obtaining the licenses and permits for its operations, (iv) the Canadian government is
supportive of the Acquisition (for details, see announcement of the Company on 8
April 2015).

The Directors have also considered the following financial factors:

9]

Results of operations of the Target Group. The Target Group recorded net loss of
approximately US$624 million and loss from operations of approximately US$38
million for the year ended 31 December 2014. The Company expects operating results
of the Target Group to improve because:

a. Of the net loss for the year ended 31 December 2014, approximately US$554
million was attributable to impairment loss. The impairment loss reflected was

a one-time event. Impairment loss on a similar scale would be unlikely.

b. The operating losses for the years ended 31 December 2014 and 2013 were
attributable to the low coal prices in a highly cyclical market. Based on reasons
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2)

3)

stated in the Competent Person’s Report, the Company expects metallurgical
coal prices to increase in the upcoming years.

c. The Target Group is in a position to reduce operating expenses to a level much
lower than those for the years ended 31 December 2014 and 2013. The
Company will work with Target Group management to reduce the scale of
operations and slow down the capacity expansion project. The Target Group is
capable of resuming any suspended operations quickly when the market
recovers because of the readily available equipment and infrastructure.

Cash flow of the Target Group. The Target Group recorded a negative cash flow of
approximately US$4.6 million for the year ended 31 December 2014. The Company
believes this historic fact is not indicative of future performance because:

a. The Target Group generated approximately US$22 million from operating
activities during the same period. This means the Target Group is
self-sufficient in its production and sales.

b. One major factor contributing to the negative cash flow was payment for
purchase of property, plant and equipment of approximately US$30 million.
The Target Group is in a position to trim down similar spendings gradually
when its expansion plan slows down.

c. Another major factor contributing to the negative cashflow was the payment of
interest of approximately US$29 million on the Target Group’s bank loans. The
Company believes that the financing costs will become less significant as the
operating cash flow increases with the recovery of the coal market.

Interim financing provided to the Target Group. The Company has agreed to
finance the operations of the Target Group until SPA Completion. The financing is
being provided under the Amended Bridge Loan (including the Initial Bridge Loan),
the principal amount of which is capped at US$50 million. As of the Latest
Practicable Date, approximately US$36 million had already been advanced, of which
approximately 71% was used for the payment of interest and capital leases, 26% for
capital expenditure, and the remaining 2% for working capital. The Company expects
existing management of the Target Group will remain in place throughout the interim
period.

The full principal amount of the Amended Bridge Loan will likely be drawn down by
the end of July. If either SPA is terminated, the Company will have the right to require
the immediate repayment of all the financing provided. If SPA Completion does not
take place by the time the Amended Bridge Loan is fully drawn down and the SPAs
have not been terminated, the Company will need to discuss with the other parties for
continued funding support to the Target Group. Any further financing support from
the Company will constitute financial assistance under the Listing Rules. Further
announcement in respect of such funding will be made by the Company in accordance
with all applicable requirements of the Listing Rules as and when appropriate.
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4)

5)

Financing needs of the Target Group following SPA Completion. Based on
projections made by Target Group management, the Target Group will need
approximately US$57 million after internal resources to make the following
payments in the next 12 months after the Latest Practical Date:

Description Amounts

(Estimated)
Capital expenditures US$14 million
Capital lease payments US$18 million
Interest payments US$25 million
Total US$57 million

These payments will likely be sourced by the Target Group in the form of capital
contributions and shareholder loans. The Company believes that the financing needs
of the Target Group will reduce in the medium term because:

a. Capital lease obligations in the aggregate amount of US$27.7 million were
outstanding as of 31 December 2014. All of these obligations will be fully
settled by the end of 2016.

b. Bank loans in the aggregate principal amount of US$462 million were
outstanding as of 31 December 2014. Refinancing opportunities may exist for
some of these bank loans.

c. The Target Group generated approximately US$22 million from operating
activities during the year ended 31 December 2014. The amount could increase
in future years if international coking coal prices increase.

d. If the Target Group slows down its capacity expansion plan, the capital
requirements for our mining operations and construction of additional
production capacities would decrease, resulting in lower capital expenditures.

The Group’s financial condition and ability to meet the Target Group’s funding
needs. As at 31 March 2015, the Group had net current liabilities of HK$1,916.4
million and cash and cash equivalents of HK$6.0 million. The Company is subject to
a number of contractual commitments, including repayment of bank loans, payment
of bank loan interest, and payment of bond interest and that the current portion of
outstanding bank borrowings of HK$582,560,000, other financial liabilities of
HK$142,273,000 and convertible notes of HK$1,311,727,000 were due for renewals
or repayments within the next twelve months. In addition, there are uncertainties
about the commencement of the commercial production of the Group’s projects in
Fukang and that consequently for the foreseeable future the Group is dependent upon
the financial support from its bankers and major shareholder and its ability to raise
proceeds from existing and new investors. These facts and circumstances indicate the
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existence of material uncertainties which may cast significant doubt on the Group’s
ability to continue as a going concern. The validity of which is dependent on the
availability of the ongoing financial support from the Group’s bankers and major
shareholder and its ability to raise proceeds from existing and new investors to enable
the Group to operate as a going concern and meet its financial liabilities as the Group
fall due for the foreseeable future, details please refer to the annual result
announcement dated 23 June 2015.

For the next 12 months from the Latest Practical Date, the Company has budgeted
HK$436 million to meet the funding needs of the Target Group after internal
resources. As a result, the Company plans to raise additional funds through securities
issuances, including one or more share and convertible securities placements and
rights issues. Despite market fluctuations, the Company believes the plan is prudent
and realistic because:

a. To reduce the risks arising from the fluctuation in commodity prices, the
Company has historically financed the working capital needs of the Group
through multiple sources, including internally generated cash flows,
borrowings and equity financing.

b. The Company has a good track record in raising funds. As stated in the
announcement of annual results of the Group for the year ended 31 March
2015, the Group is actively discussing with the Group’s bankers located in the
PRC and expects to obtain new banking facilities of approximately
RMBS500,000,000.

c. The Company is making preparatory steps to procure approval for securities
issuance in the near furture. Options considered by the Company include
refreshing the general mandate and/or seeking of a specific mandate for share
placings, rights issue and open offers and debt financing methods such as
placing of bonds and notes and/or additional bank loans.

d. The Group’s liquidity position has improved recently through the following: (i)
the major shareholders of the Company has confirmed in writing that it is
willing to provide ongoing financial support to the Group as is necessary to
enable the Group to meet its liabilities as and when they fall due and to enable
the Group to continue operating as a going concern for at least the next twelve
months (for details, see the Company’s announcement of annual results for the
year ended 31 March 2015 dated 23 June 2015), (ii) the deferral of the
principal repayment dates of various bank borrowings (for details, see the
Group’s interim results announcement for the six months ended 30 September
2014), (iii) the amendment of the maturity date of various tranche A and
tranche B convertible notes in the aggregate outstanding principal amount of
HK$3,384,330,286 from 18 January 2016 to 31 December 2018 (for details,
see the Company’s announcement on 18 March 2015 and 23 June 2015), and
(iv) a recent share placing with net proceeds of HK$158.25 million (for details,
see the Company’s announcements on 1 September 2014 and 26 May 2015).

The Company believes it will have sufficient resources to meet the funding needs of
the Target Group and the Enlarged Group after the acquisition.
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6) The Enlarged Group’s Financial Performance. Although the Acquisition could
have an adverse impact on the Enlarged Group’s financial performance, especially in
terms of the Target Group’s capital requirements, the Company believes that this is
only a short-term situation. The Company’s focus is on the medium and long term
potential of the Target Group, given that the Project has an estimated life of 40 years.
Based on the valuation report, the mining assets of the Target Group have an
estimated value of US$579 million. The value has reflected discounts resulting from

the Target Group’s short-term capital requirements.

Based on the above, the Directors are of the view that entering into the Marubeni SPA and
the Winsway SPA is fair and reasonable and in the interests of the Company and Shareholders as a

whole.
Reasons for the Marubeni Buy-back Right Agreement

The Directors are of the view that the Buy-back Right will motivate Marubeni (1) to promote
the GCC products to the international coal markets and to maintain the standing and pricing of the
products and ultimately increase the profitability of the Company and (2) to maintain Marubeni
interest in the international coal market after the disposal of the GCC.

INTERIM FINANCING

In connection with the Acquisition, the Company made a Bridge Loan and created a Charge

on Deposit and the details of which are set out below.

The Directors note that the disclosure in relation to the Bridge Loan and the Charge was not
disclosed in a timely manner in compliance with Chapter 14 of the Listing Rules, and to enable
future compliance, the Board would enhance internal communication between different
departments of the Company to ensure all announcements are published in a timely manner.

BRIDGE LOAN AGREEMENT

The major terms of the Bridge Loan Agreement as amended and supplemented by the

Amendment Agreement and the Amended and Restated Bridge Loan Agreement are set out below:

Date : 6 September 2014
: 2 December 2014 (Amendment Agreement)
17 December 2014 (Amended and Restated Bridge Loan Agreement)
24 December 2014 and 13 May 2015 (supplemental letter agreements to the
Amended and Restated Bridge Loan Agreement)

Parties : (1) The Purchaser as the lender
(2) GCC LP as borrower acting by its general partner GCC
(3) Marubeni Seller
(4)  Winsway Seller
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To the best of the Directors’ knowledge, information and belief having made all reasonable
enquiries, each of GCC LP, Marubeni Seller and Winsway Seller and their respective ultimate

beneficial owners is an Independent Third Party.

Conditions Precedent

It is a condition precedent to the effectiveness of the Amended and Restated Bridge Loan
Agreement that CMBC, the Administrative Agent and the Security Agent (as applicable) have each
given their consent under the terms of Minsheng Facilities Agreement in respect of GCC LP
entering into the Amended and Restated Bridge Loan Agreement, including waiving all rights they
may have under the Minsheng Facilities Agreement in respect of the Amended Bridge Loan (the
“Condition Precedent”).

Bridge Facility

Initial Loan; Assignment

Each of the Marubeni Seller, Winsway Seller, GCC and GCC LP acknowledges that, as at the
date of Amended and Restated Bridge Loan Agreement, the Company as original lender has
advanced the sum of US$10,000,000 (the “Initial Loan”) to GCC LP’s account in accordance with
the Bridge Loan Agreement and consents to the assignment by the Company as original lender to
and in favour of the Purchaser as new lender of, and the acceptance and assumption by the
Purchaser as new lender of, the rights, benefits and obligations of the Company as original lender
under the Bridge Loan Agreement, the Marubeni Securities Pledge Agreement and the Winsway
Securities Pledge Agreement.

Additional Loan

Subject to the satisfaction of the Conditions Precedent detailed above, the Purchaser as new
lender shall, subject to the terms under the Amended and Restated Bridge Loan Agreement,
advance, or procure any person to advance, the sum of up to an additional US$40,000,000 (the
“Additional Loan”) to GCC LP’s account for the purposes of allowing GCC LP to meet its day to
day operational expenses incurred in accordance with an interim operational plan during the
Interim Period. As at the date of this circular, as part of the Additional Loan an aggregate amount

of approximately US$30 million to GCC have been made.
Advances

At any time and from time to time during the Availability Period, GCC LP shall be entitled
to submit written requests to the Purchaser as new lender detailing the amount that it requires to be
transferred to GCC LP’s account.

Security

The Loan Obligations shall be secured by the collateral identified in the Security Documents
(as set out below).
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Purchaser as New Lender’s Obligation to Fund

The Marubeni Seller, Winsway Seller, GCC and GCC LP expressly acknowledge and agree
that the election by the Purchaser as new lender not to accept a borrowing request or release
request shall not constitute a breach of the Marubeni SPA, the Winsway SPA or the Interim Support
Agreement; provided that, notwithstanding the relevant provisions of the Marubeni SPA and
Winsway SPA or any other provision of the Amended and Restated Bridge Loan Agreement, if the
Purchaser as new lender fails to provide any Advances, fails to approve any fund releases or fails to
fund GCC LP in accordance with the Amended and Restated Bridge Loan Agreement for any
reasons whatsoever (including in the case of any breach or default of the Marubeni Seller, Winsway
Seller, GCC and GCC LP), the Marubeni Seller, Winsway Seller, GCC and GCC LP may take any
action to cause an Insolvency Event to occur and thereafter each of the Marubeni Seller and
Winsway Seller shall have the option to terminate the Amended and Restated Bridge Loan
Agreement, the Interim Support Agreement and (as applicable) the Marubeni SPA and the
Winsway SPA.

Conditions Subsequent
Grant of Additional Security

Each of the Marubeni Seller, Winsway Seller, GCC and GCC LP severally agrees to use its
reasonable endeavours to deliver the security documents (as set out in the paragraph titled
“Security Documents” below) as soon as practicable, and in no event later than their respective
deadlines set forth in the Amended and Restated Bridge Loan Agreement.

Support of the Acquisition

Each of the Marubeni Seller, Winsway Seller, GCC and GCC LP severally agrees to use its
reasonable endeavours to deliver or complete the required Acquisition related items specified in
the Amended and Restated Bridge Loan Agreement as soon as practicable, and in no event later
than their respective deadlines set forth therein.

Repayment and Prepayment
Final Repayment Date

Under the New Shareholder Agreement, the principal under the Amended Bridge Loan will
be relinquished at SPA completion as capital contribution to GCC LP. GCC LP shall repay the
Amended Bridge Loan, all unpaid interest accrued (if any) thereon and any other amounts due but
unpaid under the Amended and Restated Bridge Loan Agreement in full on the Final Repayment
Date.
Prepayment

No prepayment may be made except with the prior written consent of the Purchaser as new

lender. Any prepayment (if permitted) under the Amended and Restated Bridge Loan Agreement
shall be made together with accrued interest on the amount prepaid.
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Non-Revolving Loan
GCC LP may not re-borrow any part of the Amended Bridge Loan that is repaid or prepaid.
Release of Security

Upon the repayment of the Amended Bridge Loan and any accrued interest up to the date of
repayment or the capitalisation of such sums as contemplated by the New Shareholder Agreement,
the Purchaser as new lender shall forthwith take all necessary steps to release the Amended Bridge
Loan Security.

Interest
Interest Rate

GCC LP shall pay to the Company as original lender interest on the outstanding principal
amount of the Initial Loan at the interest rate of 18% per annum (the “Initial Loan Interest”) on
the basis of the actual number of days elapsed from the date of the receipt of the relevant Advance
by GCC LP and a year of 360 days.

GCC LP shall pay to the Purchaser as new lender interest on the outstanding principal
amount of the Additional Loan at the interest rate of 7% per annum (the “Additional Loan
Interest”) on the basis of the actual number of days elapsed from the date of the receipt of the
relevant Advance by GCC LP and a year of 360 days. The interest rate of 7% per annum was
determined with reference to factors including, among others, (i) the prevailing Hong Kong best
lending rate as quoted by The Hongkong and Shanghai Banking Corporation Limited, being 5.0%
per annum; and (ii) the financial position of GCC Group. The difference between the rate and the
Initial Loan Interest rate primarily reflects that the Initial Loan was agreed prior to signing of the
Marubeni SPA and the Winsway SPA, and the Additional Loan was agreed after they were
executed.

Interest shall continue to accrue until the Amended Bridge Loan is repaid. Accrued and
unpaid interest shall be paid on the Final Repayment Date or upon a request made under the
heading “Rights of the Purchaser as new lender” below. If completion has occurrence under each of
the Marubeni SPA and the Winsway SPA, payment of interest will be due 14 days after the date on
which financial statements become available showing that the GCC Group recorded a net income
in that fiscal year.

Unless expressly stated otherwise, any payment which would otherwise be due on a day
which is not a Business Day shall be due on the next Business Day. During any such extension of
the due date for the payment of any sum, interest shall be payable on that sum at the rate applicable
before the original due date.

Event of Default

Any of the following events is an “Event of Default”:

(1) the default of any Loan Party in the payment of any amount due under the Transaction
Documents as and when the same becomes due and payable;
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(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii)

(ix)

(x)

(xi)

(xii)

(xiii)

an Insolvency Event;

any representation or warranty made by any Loan Party in the Amended and Restated
Bridge Loan Agreement or in any other document, agreement or instrument delivered

is untrue or inaccurate in any material respect;

a writ, execution, attachment or similar process is issued or levied against all or any
portion of the property of any Loan Party in connection with any judgment against it

and which is material in the context of the business of the Loan Parties as a whole;

subject to the provisions of the Amended and Restated Bridge Loan Agreement, any
Indebtedness (other than the Indebtedness) of any Loan Party is not paid when due

and payable (whether on demand, maturity, acceleration or otherwise);

a default shall occur in the performance or observance of any obligation or conditions

of any Loan Party under any Transaction Documents;

the occurrence of any material breach of covenant or material default by any Loan

Party under any Material Contract;

one or more encumbrancers, lienors or landlords takes possession of any material
property, assets or undertaking of any Loan Party or enforces its security or other
remedy against any material part of the assets, property and undertaking of any Loan

Party;

the occurrence of a Change of Control of any Loan Party, save as contemplated by the
Marubeni SPA or the Winsway SPA;

any Loan Party contests in any manner the effectiveness, validity, binding nature or

enforceability of any Transaction Document;

any Transaction Document is determined by a court of competent jurisdiction not to
be a legal, valid and binding obligation of the other parties thereto, enforceable by the
Purchaser as new lender against such parties;

any Encumbrance securing any Secured Obligation shall, in whole or in part, cease to
be a perfected Encumbrance which ranks first in priority except vis-a-vis
Encumbrances existing at the date of the Amended and Restated Bridge Loan

Agreement;

any Disposition or attempted Disposition to any party other than the Purchaser as new
lender of any interests in the Loan Parties, the Marubeni Seller and Winsway Seller or
any one or more of them, without prior written consent of the Purchaser as new

lender;
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(xiv) failure to obtain a written waiver or “no interest” letter from HSBC with respect to the
Encumbrances created under the HSBC Loan Documents, in form and substance
satisfactory to the Purchaser as new lender, in its sole discretion, by the Three-Month
Deadline; and

(xv) the termination of the Interim Support Agreement.

Rights of the Purchaser as New Lender

If an Event of Default has occurred which has not been remedied or waived, the Purchaser as

new lender may do any one or more of the following by notice in writing to GCC LP:
(1) cancel the Amended Bridge Loan in part or in whole;
(i1)  declare any part of the Amended Bridge Loan to be immediately due and payable,
whereupon the same shall become immediately due and payable together with all

accrued interest thereon; and/or

(iii) enforce all or some of its security interest under any one or more of the security

documents (as set out below).
Security Documents

Prior to the Second Advance

1. the securities pledge assignment and amending agreement — the Marubeni Seller;
2. the securities pledge assignment and amending agreement — the Winsway Seller; and
3. a blocked account charge agreement executed by GCC LP in favour of the Purchaser as new

lender with respect to GCC LP’s account, form to be agreed.

Prior to the Two-Month Deadline (form of agreement to be mutually agreed by the parties acting

reasonably)

1. an unlimited guarantee executed by GCC in favour of the Purchaser as new lender with
respect to all indebtedness, liabilities and obligations of GCC LP to the Purchaser as new
lender;

2. a general security agreement executed by GCC LP in favour of the Purchaser as new lender

creating a security interest in all present and future undertaking, assets and property of GCC
LP, both real and personal;

3. a general security agreement executed by GCC in favour of the Purchaser as new lender

creating a security interest in all present and future undertaking, assets and property of
GCC, both real and personal;
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4. a fixed and floating charge demand debenture executed by GCC LP in favour of the
Purchaser as new lender creating a security interest in all present and future property of

GCC LP including, without limitation, coal leases;
5. a debenture pledge agreement executed by GCC LP in favour of the Purchaser as new lender;

6. a fixed and floating charge demand debenture executed by GCC in favour of the Purchaser as
new lender creating a security interest in all present and future property of GCC including,

without limitation, coal leases;
7. a debenture pledge agreement executed by GCC in favour of the Purchaser as new lender;

8. a priority agreement between the Purchaser as new lender and CMBC, in form and substance

satisfactory to the Purchaser as new lender; and

9. written confirmation by Marubeni that it shall not require any repayment under the advance
payment agreement between Marubeni, GCC and GCC LP before the date of SPA
Completion.

Guarantee and Indemnity

For the avoidance of doubt, it is agreed that the Company as original lender shall be required
to guarantee the obligations of the Purchaser as new lender under the Marubeni SPA and the
Winsway SPA.

CHARGE ON DEPOSIT

A facility letter dated 30 September 2014 was issued by CMBC HK to GCC LP and accepted
by GCC LP and the Company as chargor offering to GCC LP a facility amount of up to US$24
million on an uncommitted basis to mature not later than 5 September 2015 (the “Facility”) for the
benefit of Marubeni in relation to the Advance Payment Guarantee. The Facility cannot exceed the
amount of the Charge over Deposit and is conditional upon (i) the SPA Completion; ii) receipt of
certified true copy of the coal sale agreement between GCC LP and Marubeni by CMBC HK; and
(ii1) receipt of evidence of advance payment made by Marubeni with the amount equal to the
amount of the Advance Payment Guarantee by CMBC HK.

Based on information set out in the Advance Payment Guarantee which expires and will
automatically terminate on 5 September 2015, Marubeni had made various advance payments in
the aggregate amount of US$23,065,700 during the period from 1 April 2014 to date of the Fourth
Amendment Deed to GCC LP for the supply and delivery of coal by GCC LP to Marubeni. Pursuant
to the Advance Payment Guarantee, at the request of GCC LP, CMBC HK irrevocably undertakes
to pay Marubeni any sum or sums not exceeding an aggregate amount of US$23,065,700 upon
receipt by CMBC HK of a written demand from Marubeni for such payment thereof and stating
among other things that GCC LP has failed to satisfy its obligations to Marubeni in respect of the
delivery of coal and/or the refund of advance payment made by Marubeni.

- 103 -



LETTER FROM THE BOARD

In consideration of and as continuing security for CMBC HK making or continuing to
advance the Facility to GCC LP, the Company created a Charge on Deposit by way of first fixed
charge in favour of CMBC HK and the major terms of which are set out below:

Date ;30 September 2014

Parties : (1) The Company as the charger
(2) CMBCHK

To the best of the Directors’ knowledge, information and belief having made all reasonable
enquiries, each of CMBC HK and its ultimate beneficial owners is an Independent Third Party.

Principal Terms

(I)  The Company covenanted with CMBC HK that it will upon demand by CMBC HK pay to
CMBC HK and discharge all Secured Liabilities provided that the liability of the Company
shall be limited to the value of the Security Assets.

(2)  The Charge constitutes notice to CMBC HK of the security interest thereby created.

(3) The Charge on Deposit is a continuing security over the entire Security Assets for all
Secured Liabilities. The total amount recoverable by CMBC HK under the Charge from the
Security Assets for payment and satisfaction of the Secured Liabilities shall be unlimited.

(4) The Company shall not among other things withdraw or attempt or be entitled to withdraw
(or direct any transfer of) the whole or any part of the Deposit without the prior written
consent of CMBC HK.

(5)  All monies received by CMBC HK in respect of the Security Assets shall be applied by
CMBC HK, in or towards payment of the Secured Liabilities at such time in such order and
manner as CMBC HK may, in its sole discretion, determine.

On 13 November 2014, a supplemental facility letter was issued by CMBC HK to GCC LP
and accepted by GCC LP and Up Energy Finance Limited being a wholly-owned subsidiary of the
Company (the “Supplemental Facility”) whereby it was revised that Up Energy Finance Limited
shall replace the Company as charger in creating the Charge on Deposit in consideration of and as
continuing security for CMBC HK in making and continuing to advance the Facility to GCC LP
(the “Replacement”). Pursuant to the Supplemental Facility, save except for the Replacement and
change in certain covenants of GCC LP to CMBC HK thereunder, all other terms and conditions
under the Facility shall remain in full force and effect. As at the date of this circular, the
Replacement has not been effected and the Charge on Deposit created and made by the Company is
still maintained in an account in the name of the Company with CMBC HK.

Implications under the Listing Rules
As one of the applicable percentage ratios (as defined in the Listing Rules) in respect of the
Acquisition is more than 100%, the Acquisition constitutes a very substantial acquisition for the

Company pursuant to Rule 14.06(5) of the Listing Rules. The Acquisition is therefore subject to
the approval by the Shareholders at the SGM by way of poll.
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To the best knowledge, information and belief of the Directors, having made all reasonable
enquiries, each of the Marubeni Seller, the Winsway Seller and their respective ultimate beneficial
owners and their respective Associates do not hold any Shares, options or securities convertible
into Shares as at the date of the Marubeni SPA and the Winsway SPA.

The Marubeni Buy-back Right Agreement and Winsway Buy-back Right Agreement are
option agreements granted by the Company under the Listing Rules. As the highest possible
monetary value of the Marubeni Purchase Price, Winsway Purchase Price and the underlying assets
have not been determined for the purpose of classification of a notifiable transaction, the Listing
Rules provide that those transactions are classified at least as major transactions subject to
Shareholders’ approval.

Upon SPA Completion, Winsway will become a substantial shareholder of GCC and hence a
connected person of the Company at the subsidiary level as defined under Rule 14A.07 of the
Listing Rules. As such, the transaction contemplated under the Winsway Buy-back Right
Agreement will constitute connected transaction of the Company and the proposed transaction
contemplated under the Winsway Marketing Agency Agreement will constitute continuing
connected transaction of the Company under Chapter 14A of the Listing Rules and subject to
reporting, disclosure and Independent Shareholders’ approval requirements as stipulated and
exempted under Chapter 14A of the Listing Rules.

As the applicable percentage ratios (as defined in the Listing Rules) in respect of the Charge
on Deposit is greater than 5% but less than 25% as calculated under Rule 14.07 of the Listing
Rules, the Charge on Deposit constitutes a discloseable transaction for the Company and is subject
to notification and publication requirements under Chapter 14 of the Listing Rules.

As the highest applicable percentage ratios (as defined in the Listing Rules) in respect of the
Interim Funding, the Amended Bridge Loan and the Charge on Deposit (on an aggregate basis) is
greater than 5% but less than 25%, as calculated under Rule 14.07 of the Listing Rules, the
Amended Bridge Loan and the Charge on Deposit constitute discloseable transaction for the
Company and are subject to notification and publication requirements under Chapter 14 of the
Listing Rules.

In compliance with the requirements of Chapter 18 of the Listing Rules, the Company has
appointed (i) a technical adviser to issue a Competent Person’s Report (the text of which is set out
in Appendix V to this circular) to provide the estimated amounts of resources and reserves in
respect of the Project in accordance with the Canadian Standard NI 43 -101; and (ii) a qualified
valuer to issue a Valuation Report (the text of which is set out to Appendix VI of this circular).

The Directors and the technical adviser confirm that no material changes have occurred
since the date of the independent review and Competent Person’s Report.

SGM
Set out on pages SGM-1 to SGM-3 of this circular is a notice convening the SGM to be held
at Room No. 1, United Conference Centre, 10/F., United Centre, 95 Queensway, Hong Kong on 17

July 2015, at 11:00 a.m., at which the ordinary resolutions will be proposed to approve the
Marubeni SPA and the Winsway SPA as well as the transactions contemplated thereunder, the
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major transaction under the Marubeni Buy-back Agreement, the major and connected transaction
under the Winsway Buy-back Agreement and the continuing connected transaction under the
Winsway Marketing Agency Agreement. There is a form of proxy for use at the SGM
accompanying this circular. If you are unable to attend and vote at the SGM in person, you are
requested to complete and return the enclosed form of proxy in accordance with the instructions
printed thereon to the branch share register of the Company, Tricor Secretaries Limited at Level 22,
Hopewell Centre, 183 Queen’s Road East, Hong Kong, as soon as possible, but in any event not less
than 48 hours before the time appointed for the holding of the SGM or any adjournment thereof.
SPA Completion and return of the form of proxy will not preclude you from attending and voting in
person at the SGM or any adjournment thereof should you so wish.

RECOMMENDATION

The Independent Board Committee has been established to advise the Independent
Shareholders as to whether the terms of the connected transaction under the Winsway Buy-back
Agreement and the continuing connected transaction in relation to the Winsway Marketing Agency
Agreement and the transactions contemplated thereunder are on normal commercial terms, in the
ordinary and usual course of business of the Group and are fair and reasonable so far as the
Independent Shareholders are concerned and whether the connected transaction under the
Winsway Buy-back Agreement and the continuing connected transaction in relation to the
Winsway Marketing Agency Agreement and the transactions contemplated thereunder are in the
interests of the Company and its Shareholders as a whole.

Donvex Capital has been appointed as independent financial adviser to advise the
Independent Board Committee and the Independent Shareholders in that connection.

The text of the letter from Donvex Capital containing its advice to the Independent Board
Committee and the Independent Shareholders is set out on pages 110 to 132 of this circular and the
text of the letter from the Independent Board Committee to the Independent Shareholders is set out
on pages 108 to 109 on this circular.

The Directors consider that the Marubeni SPA and the Winsway SPA as well as the
transactions contemplated thereunder, the major transaction under the Marubeni Buy-back
Agreement, the major and connected transaction under the Winsway Buy-back Agreement and the
continuing connected transaction under the Winsway Marketing Agency Agreement are fair and
reasonable, on normal commercial terms, in the ordinary and usual course of business of the Group
and in the interests of the Company and the Shareholders as a whole, and recommend the
Shareholders to vote in favour of the resolutions to be proposed at the SGM.

The Independent Board Committee, having taken into account the advice from Donvex
Capital, considers that the connected transaction under the Winsway Buy-back Agreement and the
continuing connected transaction under the Winsway Marketing Agency Agreement and the
transactions contemplated thereunder to be entered into are on normal commercial terms, in the
ordinary and usual course of business of the Group and that the terms of thereto contemplated
thereunder are fair and reasonable so far as the Independent Shareholders are concerned and are in
the interests of both the Company and the Shareholders as a whole. Accordingly, the Independent
Board Committee recommends the Independent Shareholders to vote in favour of the ordinary
resolution at the SGM to approve the connected and continuing connected transactions
contemplated thereunder.
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ADDITIONAL INFORMATION

Your attention is also drawn to the additional information as set out in the appendices to this

circular.

By Order of the Board
Up Energy Development Group Limited
Qin Jun

Chairman

30 June 2015
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UPZENERGY

UP ENERGY DEVELOPMENT GROUP LIMITED
BkERXREERRIT*

(Incorporated in the Bermuda with limited liability)

(Stock code: 307)
30 June 2015
To the Independent Shareholders

Dear Sir or Madam,

(1) MAJOR AND CONNECTED TRANSACTION IN RELATION TO THE
WINSWAY BUY-BACK AGREEMENT;
AND
(2) THE CONTINUING CONNECTED TRANSACTION IN RELATION TO
THE WINSWAY MARKETING AGENCY AGREEMENT

We refer to the circular of the Company dated 30 June 2015 (the “Circular”) to the
Shareholders, of which this letter forms part. Capitalized terms used in this letter shall have the
same meanings as those defined in the Circular unless the context requires otherwise. We have
been appointed by the Board as members of the Independent Board Committee and to advise the
Independent Shareholders as to whether the terms of the connected transaction under the Winsway
Buy-back Agreement and the continuing connected transaction in relation to the Winsway
Marketing Agency Agreement and the transactions contemplated thereunder are on normal
commercial terms, in the ordinary and usual course of business of the Group and are fair and
reasonable so far as the Independent Shareholders are concerned and whether the connected
transaction under the Winsway Buy-back Agreement and the continuing connected transaction in
relation to the Winsway Marketing Agency Agreement and the transactions contemplated
thereunder are in the interests of the Company and its Shareholders as a whole, details of which are
set out in the letter from the Board contained in the Circular. Donvex Capital has been appointed as
the independent financial adviser to advise the Independent Board Committee and the Independent
Shareholders on whether the connected transaction under the Winsway Buy-back Agreement and
the continuing connected transaction in relation to the Winsway Marketing Agency Agreement and
the transactions contemplated thereunder are on normal commercial terms, in the ordinary and
usual course of business of the Group and are fair and reasonable so far as the Independent
Shareholders are concerned, and whether the connected transaction under the Winsway Buy-back
Agreement and the continuing connected transaction in relation to the Winsway Marketing Agency
Agreement and the transactions contemplated thereunder are in the interests of the Company and
its Shareholders as a whole and Donvex Capital’s recommendation to Independent Shareholders to
vote in favour in the resolution in this regard. Details of its advice, together with the principal
factors and reasons taken into consideration in arriving at such advice, are set out on pages 110 to
132 of the Circular.

*  For identification purposes only
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Having considered the advice of Donvex Capital set out on pages 110 to 132 of the Circular,
we are of the opinion that the terms of the connected transaction under the Winsway Buy-back
Agreement and the continuing connected transaction in relation to the Winsway Marketing Agency
Agreement and the transactions contemplated thereunder are on normal commercial terms, in the
ordinary and usual course of business of the Group and are fair and reasonable so far as the
Independent Shareholders are concerned and that the connected transaction under the Winsway
Buy-back Agreement and the continuing connected transaction in relation to the Winsway
Marketing Agency Agreement and the transactions contemplated thereunder are in the interests of
the Company and its Shareholders as a whole. Accordingly, we having considered the advice of
Donvex Capital, recommend the Independent Shareholders to vote in favour of the resolution to be
proposed at the SGM to approve the connected transaction under the Winsway Buy-back
Agreement and the continuing connected transaction in relation to the Winsway Marketing Agency

Agreement and the transactions contemplated thereunder.

Yours faithfully,
Independent Board Committee

Chau Shing Yim, David Li Bao Guo
Independent Non-executive Director Independent Non-executive Director

Lien Jown Jing, Vincent Shen Shiao-Ming
Independent Non-executive Director Independent Non-executive Director
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The following is the full text of the letter from Donvex Capital Limited setting out their
advice to the Independent Board Committee and the Independent Shareholders, which has been
prepared for the purpose of inclusion in this circular.

Unit 1305, 13" Floor,
Donvex. ol o
e oor ] h arpo Commercial Building
=
Lon = ‘,}‘Ek H 18-20 Lyndhurst Terrace
Donvex Capital Limited Central Hong Kong
oMW oA R A

30 June 2015

The Independent Board Committee and the Independent Shareholders of
Up Energy Development Group Limited

Dear Sirs,

(1) MAJOR AND CONNECTED TRANSACTION IN RELATION TO
THE WINSWAY BUY-BACK RIGHT AGREEMENT;
AND
(2) THE CONTINUING CONNECTED TRANSACTION IN RELATION TO
THE WINSWAY MARKETING AGENCY AGREEMENT

INTRODUCTION

We refer to our engagement as the Independent Financial Adviser to advise the
Independent Board Committee and the Independent Shareholders in relation to the
Winsway Buy-back Right Agreement and the Winsway Marketing Agency Agreement and
the transactions contemplated thereunder, details of which are set out in the letter from
the Board (the “Letter from the Board”) contained in the circular of the Company dated
30 June 2015 to the Shareholders (the “Circular”), of which this letter forms a part.
Terms used herein have the same meanings as those defined in the Circular unless
otherwise stated.

It was announced by the Board on 8§ December 2014 (after trading hours) that, in
connection with the Winsway SPA, (i) Winsway, the Purchaser and the Company shall
enter into the Winsway Buy-back Right Agreement at SPA Completion; and (ii) Winsway,
GCC and the Company shall agree on the Winsway Marketing Agency Agreement by the
December Longstop Date and enter into the Winsway Marketing Agency Agreement at
SPA Completion.

Following SPA Completion, GCC will become an indirect subsidiary of the
Company to be held as to 82.74% by the Purchaser and 17.26% by Winsway Seller. By
virtue of its retained indirect 17.26% interest in GCC, Winsway, through the Winsway
Seller, will become a substantial shareholder of GCC and a connected person of the
Company at the subsidiary level. As a result, the proposed transaction contemplated under
the Winsway Buy-back Right Agreement will constitute a connected transaction of the
Company and the proposed transactions contemplated under the Winsway Marketing
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Agency Agreement will constitute continuing connected transactions of the Company,
under Chapter 14A of the Listing Rules and will be subjected to the reporting and
disclosure and Independent Shareholders’ approval requirements as stipulated in Chapter
14A of the Listing Rules.

To the best of the Directors’ knowledge, Winsway and its associates do not hold any
Shares as at the Latest Practicable Date and no Shareholder has a material interest in the
transactions contemplated under the Winsway Buy-back Right Agreement and the
Winsway Marketing Agency Agreement. Accordingly, no Shareholder will be required to
abstain from voting at the SGM in respect of the resolution(s) relating to, among others,
the Winsway Buy-back Right Agreement and the Winsway Marketing Agency Agreement.

An Independent Board Committee comprising Mr. Chau Shing Yim, Daivd, Mr. Li
Bao Guo, Mr. Lien Jown Jing, Vincent and Dr. Shen Shiao-Ming, all being independent
non-executive Directors, has been formed to advise the Independent Shareholders on,
among others, whether the Winsway Buy-back Right Agreement and the Winsway
Marketing Agency Agreement and the transactions contemplated thereunder are (i) on
normal commercial terms; (ii) in the ordinary and usual course of business of the Group;
(iii) fair and reasonable as far as the Independent Shareholders are concerned; and (iv) in
the interests of the Company and the Shareholders as a whole; and to advise the
Independent Shareholders as to whether to vote in favor of the relevant resolution(s) to
approve, among others, the Winsway Buy-back Right Agreement and the Winsway
Marketing Agency Agreement and the transactions contemplated thereunder. Being the
Independent Financial Adviser, our role is to give an independent opinion to the
Independent Board Committee and the Independent Shareholders in such regard.

As at the Latest Practicable Date, we were independent from and not connected with
the Group pursuant to Rule 13.84 of the Listing Rules and accordingly, were qualified to
advise the Independent Board Committee and the Independent Shareholders in relation to
the Winsway Buy-back Right Agreement and the Winsway Marketing Agency Agreement
and the transactions contemplated thereunder. Apart from the normal advisory fee payable
to us in connection with our appointment as the Independent Financial Adviser, no
arrangement exists whereby we shall receive any other fees or benefits from the Company.

BASIS OF OUR OPINION

In formulating our opinion, we consider that we have reviewed sufficient and
relevant information and documents and have taken reasonable steps as required under
Rule 13.80 of the Listing Rules to reach an informed view and to provide a reasonable
basis for our recommendation. We have relied on the information, statements, opinion and
representations contained or referred to in the Circular and have assumed that all
information and representations provided by the Directors, for which they are solely and
wholly responsible, are true and accurate at the time when they were made and continue to
be so at the date hereof. We have also assumed that all statements of belief, opinion and
intention of the Directors as set out in the Letter from the Board contained in the Circular
were reasonably made after due and careful inquiry. We have also sought and obtained
confirmation from the Company that no material facts have been omitted from the
information provided and referred to in the Circular.
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The Directors have collectively and individually accepted full responsibility for the
accuracy of the information contained in the Circular and have confirmed, having made
all reasonable enquiries, which to the best of their knowledge and belief, that the
information contained in the Circular is accurate and complete in all material respects and
not misleading or deceptive, and there are no other matters the omission of which would
make any statement in the Circular or the Circular misleading.

We consider that we have been provided with sufficient information to reach an
informed view and to provide a reasonable basis for our opinion. We have not, however,
conducted any independent in-depth investigation into the business, affairs, operations,
financial position or future prospect of the Company, Winsway, GCC, or any of their
respective subsidiaries or associates, nor have we considered the taxation implication on
the Group or the Shareholders as a result of the Winsway Buy-back Right Agreement and
the Winsway Marketing Agency Agreement and the transactions contemplated thereunder.
Our opinion is necessarily based on the financial, economic, market and other conditions
in effect and the information made available to us as at the Latest Practicable Date.
Shareholders should note that subsequent developments (including any material change in
market and economic conditions) may affect and/or change our opinion and we have no
obligation to update this opinion to take into account events occurring after the Latest
Practicable Date or to update, revise or reaffirm our opinion. In addition, nothing
contained in this letter should be construed as a recommendation to hold, sell or buy any
Shares or any other securities of the Company or any securities of Winsway.

Lastly, where information in this letter has been extracted from published or
otherwise publicly available sources, it is the responsibility of Donvex Capital Limited to
ensure that such information has been correctly extracted from the relevant sources while
we are not obligated to conduct any independent in-depth investigation into the accuracy
and completeness of those information.

PRINCIPAL FACTORS AND REASONS CONSIDERED FOR THE WINSWAY
BUY-BACK RIGHT AGREEMENT

In arriving at our opinion to the Independent Board Committee and the Independent
Shareholders in respect of the Winsway Buy-back Right Agreement and the transactions
contemplated thereunder, we have considered the following principal factors and reasons:
1. Information of the Group, Winsway and GCC

(a) Information and key financial information of the Group

The Group is principally engaged in development and construction of coal
mining and coke processing facilities. The following table sets out the key financial

information of the Group (i) for the year ended 31 March 2013 and 2014 as
extracted from the Company’s annual report 2014; and (ii) for the six months ended
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30 September 2013 and 2014 as extracted from the Company’s interim report 2014,
respectively:

For the year ended For the six months ended
31 March 30 September
2014 2013 2014 2013

HKS$’000 HKS$’000 HK$’000 HK$°000

Revenue

- Coke 46,914 - 135,301 -

- Coal 99,128 - 10,463 -

- Others 6,794 - 16,036 -

152,836 - 161,800 -

Gross loss (11,479) - (23,769) -
Loss from operations (80,544) (61,230) (18,232) (36,628)
Loss before taxation (134,568) (59,292) (135,238) (56,023)
Loss for the period

attributable to equity

shareholders of the

Company (98,617) (47,786) (111,204) (43,315)

For the year ended 31 March 2014

The Group recorded nil revenue for the year ended 31 March 2013 as
the construction of the three coking coal mines and the three downstream
ancillary industrial projects had not commenced production. Despite that the
Group recorded a revenue of approximately HK$152.8 million for its coking
and coal mining business after a coking oven has been put to operation and
completion of the acquisition of coal mine in Xinjiang Baicheng, the Group
recorded a loss attributable to equity shareholders of the Company of
approximately HK$98.6 million for the year ended 31 March 2014,
representing an increase of approximately 106% as compared to the loss of
approximately HK$47.8 million for the year ended 31 March 2013 as a result
of the increase in the administrative expenses and the finance costs.

For the six months ended 30 September 2014

After a coking oven has been put to operation and completion of the
acquisition of coal mine in Xinjiang Baicheng, the Group recorded a revenue
of HK$161.8 million from its coke coal and coal mining business for the six
months ended 30 September 2014. The Group recorded a loss attributable to
equity shareholders of the Company of approximately HK$111.2 million for
the six months ended 30 September 2014, representing an increase of
approximately 157% as compared to the loss of approximately HK$43.3
million for the six months ended 30 September 2013 as a result of the increase
in the finance costs.
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(b) Information and going concern of Winsway

The Winsway Seller is a company incorporated in the Province of British
Columbia, Canada and an indirect wholly-owned subsidiary of Winsway which is a
company incorporated in the BVI with limited liability under the Business
Companies Act of the BVI (2004) and listed on Stock Exchange (Stock Code:
1733). Winsway and its subsidiaries are principally engaged in the processing and
trading of coking coal and other products, development of coal mills and production
of coking coal (classified as a discontinued operation) and rendering of logistics
services.

The following table sets out (i) the turnover; and (ii) sales volume of coal
from continuing operations of Winsway for the year ended 31 December 2013 and
2014 as extracted from Winsway’s annual report 2014:

Segment results:

For the year ended 31 December

2014 2013

(HK$’million) %  (HK$’million) %

Consolidated turnover from

continuing operations

- Processing and trading
of coking coal 7,036 93.2% 12,170 91.4%

- Processing and trading
of other products 421 5.6% 1,106 8.3%
- Logistics services 91 1.2% 44 0.3%
Total 7,548 100.0% 13,320 100.0%

Geographic information:

For the year ended 31 December

2014 2013
(HK$ million) %  (HK$'million) %
Consolidated turnover from
continuing operations
— the PRC (including
Hong Kong and Macau) 7,406  98.1% 13,134 98.6%
— other countries 142 1.9% 186 1.4%
Total 7,548 100.0% 13,320 100.0%
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Sales volume:

For the year ended 31 December

2014 2013
Average Average
Total sales selling Total sales selling
volume price volume price

(tonnes) %  HK$'000  (tonnes) %  HK$'000

Mongolian coal 2,270,503  24.50% 671 6,275,173 45.10% 750
Seaborne coal 6,770,572 73.20% 846 6,428,698 46.20% 1,085
GCC-produced coal 214,704 2.30% 889 1,207,357 8.70% 1,052
Total 9,255,779 100.0% 804 13,911,228 100.0% 931

As shown in the tables above, the revenue recognised in turnover from
the processing and trading of coking coal by Winsway constituted
approximately 91.4% and 93.2% of the total revenue of Winsway for the year
ended 31 December 2013 and 2014. Meanwhile, the revenue recognised in
turnover from sales to external customers in the PRC (including Hong Kong
and Macau) by Winsway constituted approximately 98.6% and 98.1% of the
total revenue of Winsway for the year ended 31 December 2013 and 2014.

As shown in the table above and according to the Winsway’s annual
report 2014, the consolidated turnover from continuing operations of
Winsway for the year ended 31 December 2014 was approximately
HK$7,547.7 million (2013: HK$13,319.7 million), representing a decrease of
approximately 43.3% as compared with 2013. Such decrease was mainly due
to the lack of demand and falling coal prices. The overall average selling
prices of the coal sold by Winsway decreased from approximately HK$931
per tonne for the year ended 31 December 2013 to approximately HK$804 per
tonne for the year ended 31 December 2014, representing a decrease of
approximately 13.6% per tonne.

In addition, due to the loss of competitiveness of Mongolian coal in the
PRC market, the sales volume of Mongolian coal by Winsway was
approximately 2.27 million tonnes for the year ended 31 December 2014
(2013: 6.28 million tonnes), representing a decrease of approximately 63.9%
as compared with 2013. Pursuant to Winsway’s annual report 2014, as the
transportation of Mongolian coal is land-borne and on a much smaller scale
compared to seaborne coal transportation, its per tonne transportation cost is
a lot more expensive. As the coking coal prices decreased, the disadvantage in
transportation costs of Mongolian coal had hindered its competitiveness in
domestic coal market.
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(c)

With reference to Winsway’s annual report 2014, Winsway sustained a
further loss from continuing operations before taxation and impairment losses
from non-current assets, of approximately HK$703.7 million and incurred a
net cash outflow from operating activities of approximately HK$2,417.8
million from continuing operations for the year ended 31 December 2014. As
at 31 December 2014, Winsway had net current assets before the net assets
held for sales, of approximately HK$504.6 million, which may not be able to
fund Winsway’s operations in 2015 in view of the net cash outflow in respect
of operating activities for the year ended 31 December 2014. In addition,
Winsway’s outstanding senior notes amounted to approximately HK$2,364.3
million as at 31 December 2014 are due to mature on 8 April 2016. Due to the
fact that the potential interaction of the uncertainties and their possible
cumulative effect on the consolidated financial statements described above,
the auditors of Winsway do not express an opinion on the financial statement
of Winsway for the year ended 31 December 2014.

Information, reserves and resources and key financial information of GCC
GCC’s Grande Cache mine

GCC is a coal mining corporation incorporated in Alberta, Canada.
GCC operates a mine that produces metallurgical coal for the steel industry
pursuant to coal leases covering over 29,000 hectares in the Smoky River
Coalfield located in West Central Alberta, Canada (the “Project”).

The business of GCC is limited to acting as the general partner of GCC
LP, including carrying on such business as necessary or desirable to perform
GCC'’s obligations under the Interim Support Agreement, all of which relates
to the ownership and operation of the coal mining and development business
carried on by GCC LP, including related marketing and sales activities and
ancillary businesses.

Based on information provided by Winsway, GCC’s underground
operations, pits and process facilities are located within its coal mining lease
blocks in the Grande Cache area of West Central Alberta, approximately 400
kilometres west of the city of Edmonton. The mine site is approximately 20
kilometres north of the town of Grande Cache in the Municipal District of
Greenview. A paved two-lane, provincial highway connects the Project area
with the town of Grande Cache and another highway connects Grande Cache
with the city of Grande Prairie, 185 kilometres to the north and the town of
Hinton, 145 kilometres to the southeast. The Project area is served by an
existing branch line of Canadian National Railway (the “CN”), which
connects with the main east-west line of CN, allowing access to the major
coal export terminals in British Columbia and the Great Lakes. Based on the
information provided by Winsway, GCC’s principal product is hard coking
coal, which is a type of metallurgical coal suitable for use in the integrated
steel mill process.
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Reserves and resources

The tables below present the estimated coal resources and reserves of
the Grande Cache mine as at 31 December 2014 as reported in the 2014
NI43-101 Technical Report:

Measured Indicated Inferred
Coal Coal Coal Total Coal
Resources Resources Resources Resources
(note 1) (note 1) (note 1) (note 1)
(million (million (million (million
metric metric metric metric
tonnes) tonnes) tonnes) tonnes)
Surface Mining Area 232.7 138.0 53.1 423.8
Underground Areas 137.9 78.4 235 239.8
Grand Total 370.6 216.4 76.6 663.6
Proven Probable
Saleable Coal Saleable Coal Total Saleable
Reserves Reserves Coal Reserves
(note 1) (note 1) (note 1)
(million metric (million metric (million metric
tonnes) tonnes) tonnes)
Surface Mining Area 65.3 245 90.0
Underground Areas 47.1 10.5 57.6
Grand Total 1124 35.0 147.6

Note 1: The estimated coal reserves and resources of the Grande Cache mine are prepared in
accordance with the Canadian Standard NI 43-101.

Financial Information

Set out below is the consolidated financial information on the Target Group

based on audited accounts provided by GCC:

For the year ended 31 December

2014 2013 2012
US$’000 US$’000 US$’000
Net assets (94,397) 429,875 802,974
Profit/(loss) before
taxation (624,272) (373,099) 87,072
Net profit/(loss) after
taxation (624,272) (373,099) 87,072
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With reference to the Winsway’s annual report 2014, the average cost of sales
per tonne of GCC Coal was approximately HK$1,131 and HK$961 for the two years
ended 31 December 2014 respectively. The average selling price per tonne of GCC
Coal was approximately HK$1,052 and HK$889 for the two years ended 31
December 2014 respectively. Due to the decrease in market prices of coking coal, the
Target Group incurred gross loss through its operation.

In addition, with reference to the financial information of the Target Group as
stated in Appendix II in this Circular, the Target Group recognised an impairment loss
of approximately US$265.0 million and US$554.4 million for the two years ended 31
December 2014 respectively. Such impairment losses were allocated to the
non-financial assets proportionately based on the pre-impairment carrying amounts
of each non-financial assets. As such, the Target Group recorded a net loss of
approximately US$373.1 million and US$624.3 million for the two years ended 31
December 2014.

For further financial information and management discussion and analysis of
the Target Group, please refer to Appendix II and III in this Circular respectively.

2. Background and principal terms of the Winsway Buy-back Right Agreement

On 14 November 2014, the Purchaser, the Company and the Winsway Seller entered into the
Winsway SPA. In connection with the Winsway SPA, Winsway, the Purchaser and the Company
shall enter into a Winsway Buy-back Right Agreement at SPA Completion.

Below are the major terms, among others, of the Winsway Buy-back Right Agreement:

1. In consideration of Winsway procuring that Winsway Seller enters into and completes
the Winsway SPA and the terms and conditions of the Winsway SPA agreed by
Winsway Seller, the Purchaser will grant to Winsway an irrevocable and
unconditional right to purchase the Winsway Buy-back Interests for the Winsway
Purchase Price and in accordance with the terms and conditions of the Winsway
Buy-back Right Agreement.

2. The Winsway Buy-back Right will be exercisable once only by Winsway by notice in
writing to the Purchaser at any time within a Winsway Three Month Period
immediately following any date upon which the HCC Benchmark Price is within the
Winsway Trigger Price Range during the Winsway Buy-back Period. For the
avoidance of doubt, the failure to serve a Winsway Buy-back Notice during any
Winsway Three Month Period shall not prejudice Winsway’s right to serve a Winsway
Buy-back Notice during any subsequent Winsway Three Month Period. No more than
one Winsway Buy-back Notice may be served during the term of the Winsway
Buy-back Right Agreement.

3. The Winsway Buy-back Period means the period commencing on the date upon which
SPA Completion occurs and ending on the later to occur of:

(a) the date which is three (3) years from the date upon which SPA Completion
occurred; or
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(b)  the date upon which the first principal repayment is due payable under the
Minsheng Facilities Agreement after the date of the Winsway Buy-back Right
Agreement, currently 5 September 2017,

subject to the condition that, if the event described in (3)(b) above has not occurred
within five (5) years of the date upon which SPA Completion occurred, the Winsway
Buy-back Period shall expire on the date which is five (5) years from the date upon
which SPA Completion occurred.

Any Winsway Buy-back Notice issued by Winsway exercising the Winsway Buy-back
Right must state a single percentage of up to 16.86% which Winsway wishes to
acquire pursuant to the Winsway Buy-back Right comprising an equal percentage of
the Winsway Transfer Buy-back Interests.

The Winsway Trigger Price Range has been determined by the arm’s length
negotiation between Winsway and the Purchaser. In each year, the Winsway Trigger
Price Range will be in a price range equal to or greater than the HCC Floor
Benchmark Price but equal to or less than the HCC Ceiling Benchmark Price
determined as follows:

Year (after SPA Completion) 0 1 2 3 4
HCC Floor Benchmark Price (US$) 138 160 170 174 176
HCC Ceiling Benchmark Price (US$) 200 200 200 200 240

The actual Winsway Purchase Price for the Winsway Transfer Buy-back Interests will
be the actual aggregate amount injected into GCC LP by the Purchaser (or its
Affiliates) from the Winsway SPA Completion until the date of Winsway Buy-back
Right Completion (by way of any loan or capital injection or advance payment), in
respect of the Winsway Transfer Buy-back Interests (as a fraction of the Purchaser’s
total Partnership Interest), plus interest (the interest is calculated based on the actual
amount injected until the date of Winsway Buy-back Right Completion, or until the
repayment date for those amount repaid before the date of Winsway Buy-back Right
Completion) at a compound annual rate of interest as set out below.

Year (after SPA Completion) 0 1 2 3 4
Compound Interest rate (%) 10% 15% 18% 21% 24%

Reasons for and basis of the Winsway Buy-back Right Agreement

Reasons for entering into the Winsway Buy-back Right Agreement

With reference to the Letter from the Board, in addition to our discussion with the

Company, the Winsway Buy-back Right will (i) motivate Winsway to promote the GCC

product to the markets and to maintain the standing and price of the products and ultimately

increase the profitability of the Company; (ii) motivate Winsway to maintain an interest in

the international coal market after the disposal of the GCC; and (iii) provide the Company

with an alternative way of return for its investment in GCC.
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Having considered that (i) the grant of the Winsway Buy-back Right to Winsway will
motivate Winsway to promote the sales of GCC Coal in the PRC, which will in turn benefit
the Company and the Shareholders as a whole; and (ii) the Company will obtain a fair and
reasonable return (if the Winsway Buy-back Right is exercised) based on our assessment
below, we are of the view that the entering into the Winsway Buy-back Right Agreement is
fair and reasonable and is in the interest of the Company and the Shareholders as a whole.

Assessment of the reasonableness regarding the Winsway Buy-back Interests

Pursuant to Winsway Buy-back Right Agreement, the Winsway Buy-back Right will
be exercisable once only by Winsway on condition that the HCC Benchmark Price is within
the Winsway Trigger Price Range during the Winsway Buy-back Period. The maximum
Winsway Buy-back Interests represent 16.86% of the total issued share capital of GCC and
approximately 16.86% partnership interests in GCC LP respectively.

Assuming (i) Marubeni exercises the maximum amount of Marubeni Buy-back
Interests under the Marubeni Buy-back Right; and (ii) Winsway exercises the maximum
amount of Winsway Buy-back Interests under the Winsway Buy-back Right, the Company’s
interest in GCC shares and partnership interest in GCC LP both remain at approximately
50.1%.

Given that the Company will continue to have a controlling interest in GCC and GCC
LP after the full exercising of Marubeni Buy-back Right and Winsway Buy-back Right, we
are of the view that the maximum amount of the Winsway Buy-back Interests authorised
under the Winsway Buy-back Right Agreement is fair and reasonable and is in the interest of
the Company and the Shareholders as a whole.

Assessment of the reasonableness regarding the Winsway Trigger Price Range

Pursuant to the Winsway Buy-back Right Agreement, the Winsway Buy-back Right
shall be exercisable once only by Winsway on condition that the HCC Benchmark Price is
Winsway Trigger Price Range during the Winsway Buy-back Period.

In the event that the market price of coking coal rises significantly, the Company
expects increases in (i) the gross profit margin from the sales of GCC Coal; and (ii) the value
of the equity interest in GCC and GCC LP. As such, the Company determines to set an
exercisable collar for the Winsway Buy-back Right, on the basis that a ceiling will prevent
the Company’s investment return in GCC from substantial dilution by Winsway’s exercise of
the Buy-back Right. After the arm’s length negotiation between Winsway and the Company,
the Winsway Trigger Price Range will be in a price range equal to or greater than the HCC
Floor Benchmark Price but equal to or less than the HCC Ceiling Benchmark Price
determined as follows:

Year (after SPA Completion) 0 1 2 3 4
HCC Floor Benchmark Price (US$) 138 160 170 174 176
HCC Ceiling Benchmark Price (USS$) 200 200 200 200 240
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As advised by the Company, the Winsway Trigger Price Range is determined with
reference to the historical figures of the HCC Benchmark Price. In view of the Winsway
Trigger Price Range, we have reviewed the historical data of the coking coal price. Based on
the information provided by the Company, set out below are the quarterly agreed US$ FOB
price published in the “Coal Trader International” reports issued by Platts, a leading
global provider of energy, petrochemicals, metals and agriculture information, and a
premier source of benchmark price assessments for those commodity markets, from the first
quarter of 2012 to the first quarter of 2015, combined with the HCC Floor Benchmark Price
and the HCC Ceiling Benchmark Price in year 0 after the SPA Completion for comparison.

Quarterly Coking Coal Price (FOB Australia (HCC))
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Source: Platts

As shown in the chart above, the quarterly coking coal price ranged from US$143 per
tonne to US$235 per tonne during 2012 and 2013. Then the coking coal price remained
slightly above US$110 per tonne since the second quarter of 2014. The Winsway Trigger
Price Range for year 0 lies within the historical figures of the HCC Benchmark Price. In the
event that the coking coal price recovers from its current level to a level beyond the HCC
Ceiling Benchmark Price, the Company is able to prevent its investment return in GCC from
substantial dilution by Winsway’s exercise of the Buy-Back Right and therefore retain the
benefit from the increase in gross profit margin from the sales of GCC Coal.
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Without the assurance of the recovery of the coking coal price and based on the fact
that the Winsway Trigger Price Range is mutually agreed by the Company and Winsway, we
are of the view that the Winsway Trigger Price Range for year 0 after the SPA Completion is
fair and reasonable.

We have also assessed the market expectation on the coking coal prices. In
accordance with the research report under the title “Global coking coal price forecast
(January 2015)” (“the Forecast Report”) which was published by Metal Expert Consulting,
an information agency specialises in market and economic research, feasibility studies and
recommendations, it stated that, among others, the current coking coal prices are below the
“crisis” lows of mid-2009 somewhere at the level of early 2007, leaving no room for
decrease.

Below table sets out the global coking coal price forecasted by industry and financial
companies as stated in the Forecast Report:

Year 2015 2016 2017 2023
Consensus forecast (US$ per tonne) 121 136 145 168
Minimum forecast (US$ per tonne) 111 116 118 132
Maximum forecast (US$ per tonne) 141 160 175 188

As advised by the Company the ascending HCC Floor Benchmark Price during the
Winsway Buy-back Period largely reflects the forecast of coking coal price. In the event that
the coking coal price recovers as forecasted, the Company intends to maximise the benefit
from the increase in gross profit margin from the sale of GCC Coal. As such, the HCC Floor
Benchmark Price were determined with reference to, among others, the most optimistic
forecasted price by the market participants. We noted that the current HCC Floor Benchmark
Price are in line with the maximum forecast by industry and financial companies as shown in
the table above. As such, we are of the view that the current setting of the ascending HCC
Floor Benchmark Price is fair and reasonable and is in the interest of the Company and
Shareholders as a whole.

In order to preserve the motivation for Winsway to promote the GCC product and
maintain its interest in the international coal market, the wider price range in the exercisable
collar for year 4 is intended to create more room and equal opportunities for Winsway to
exercise the Winsway Buy-back Right.

In order to assess the reasonableness of the Winsway Trigger Price Range, we have
taken into account the following factors:

(a)  The current market price of coking coal of around US$110 per tonne is below
the Winsway Trigger Price Range. The Winsway Trigger Price Range falls
within the historical price of coking coal from US$117 per tonne to US$235
per tonne over the last three years. Both the Company and Winsway agreed that
the Winsway Trigger Price Range is reasonable and the Winsway Buy-back
Right is exercisable in the event that the market price of coking coal turns
around. The Company is of the view that Winsway will be motivated to
promote the GCC product and maintain its interest in the international coal
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market if Winsway expects the Winsway Buy-back Right to be exercisable,
which will in turn benefit the Company and Shareholders as a whole;

(b) The Company will retain the benefit from the increase in gross profit margin
from the sales of GCC Coal under the current setting of the ascending HCC
Floor Benchmark Price of the Winsway Trigger Price Range;

(c)  Inthe event that the coking coal price is higher than the Winsway Trigger Price
Range, Winsway Buy-Back Right is not exercisable, so that the Company will
avoid substantial dilution in its investment return by retaining the benefit from
the increase in the value of the equity interest in GCC and GCC LP, which is in
the interest of the Company and Shareholders as a whole.

Based on the above factors, under the current market expectation on the recovery of
the coking coal price, we are of the view that the Winsway Trigger Price Range is fair and
reasonable and in the interest of the Company and Shareholders as a whole.

Shareholders should note that the above assessments are conducted based on the
published or other publicly available sources. It does not purport to represent how the actual
global coking coal price will be during the Winsway Buy-back period. Under no
circumstances should the inclusion of the above assessment be regarded as a representation,
warranty or prediction by us that the global coking coal price will be recovered or are likely
to be recovered.

Assessment of the reasonableness regarding the Winsway Purchase Price

The actual Winsway Purchase Price for the Winsway Buy-back Interests will be the
actual aggregate amount injected into GCC LP by the Purchaser (or its Affiliates) from the
SPA Completion until the date of Winsway Buy-back Right Completion (by way of any loan
or capital injection or advance payment), in respect of the Winsway Buy-back Interests (as a
fraction of the Purchaser’s total Partnership Interest), plus interest (the interest is calculated
based on the actual amount injected until the date of Winsway Buy-back Right Completion,
or until the repayment date for those amount repaid before the date of Winsway Buy-back
Right Completion) at a compound annual rate of interest. The applicable rate varies as set
out below, depending on the year in which the Buy-Back Right is exercised:

Year (after SPA Completion) 0 1 2 3 4
Compound Interest rate 10% 15% 18% 21% 24%

For any advance payment and shareholder loan funded by the Purchaser (or its
Affiliates), the pro-rata amount for such advance payment and shareholder loan should be
assigned to Winsway on the date of Winsway Buy-back Right Completion.

Based on our discussion with the Company, the interest rate on the Winsway Purchase
Price is determined by the arm’s length negotiation between Winsway and the Company.
Meanwhile, the Company is of the view that the Winsway Purchase Price would offer a
reasonable rate of return on the capital invested in GCC LP by the Company.

As the Company will receive the principal invested for the operation of GCC LP plus
predetermined interest in the event of the exercising of the Winsway Buy-back Right, we are
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of the view that such scenario is similar to the investment in straight debt. We have thus
performed a comparison with the bonds issued in Hong Kong in assessing the fairness and
reasonableness of the interest rates applied to the Winsway Purchase Price.

In accordance with the information released by the Central Moneymarkets Unit of
Hong Kong Monetary Authority (the “HKMA?”), there are currently 213 bonds in the
database of HKMA. Those information are provided by 11 price providers, amongst which
the bonds are issued by over 90 issuers. Such bonds include both rated, either investment
grades or non-investment grades, and not rated by Moody’s Investors Service, Inc. and
Standard & Poor’s Financial Services LLC, which are international credit rating agencies.

To increase the comparability of our comparison, we have identified an exhaustive list
of 113 bonds with maturities less than or equal to 4 years, which equals to the length of the
Winsway Buy-back Period (the “Comparable Bonds”). Summary of the Comparable Bonds
are set out in the table below:

Maximum annual

Denominated currency Number of bonds coupon rates
HKS$ 32 4.85%
RMB 14 5.00%
US$ 67 7.75%

As shown in the table above, the interest rates applied to the Winsway Purchase Price
are significantly higher that the annual coupon rates of the Comparable Bonds.

Having considered that (i) the Winsway Purchase Price include the actual aggregate
amount, plus interests, injected into GCC LP by the Purchaser (or its Affiliates) in respect of
the Winsway Buy-back Interest; (ii) the interest rates applied to the Winsway Purchase Price
are significantly higher that the annual coupon rates of the Comparable Bonds, we are of the
view that the Winsway Purchase Price is fair and reasonable and is in the interest of the
Company and the Shareholders as a whole.

Terms and conditions of the Winsway Buy-back Right Agreement

We had also reviewed the terms and conditions of the Winsway Buy-back Right
Agreement, including but not limited to, the terms of granting the Winsway Buy-back Right,
the conditions preceding to the Winsway Buy-back Right Completion, which had also been
stated in the Letter from the Board. To the best of our knowledge, we are of the view that no
material clause would adversely affect the interest of the Company and the Shareholders.

Having considered that:

1. The Winsway Buy-back Right Agreement can motivate Winsway to promote
the GCC Coal and maintain an interest in the international coal market;

2. The Winsway Buy-back Right Agreement provides an alternate way of return
for the investment in GCC by the Company;
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3. The Company still retains the controlling interest in GCC and GCC LP after the
exercising of the Winsway Buy-back Right;

4. The Winsway Trigger Price Range is fair and reasonable;

5. The Company retains the benefits from the increase in gross profit margin from
the sales of the GCC Coal and the increase in value of the equity interest in
GCC and GCC LP if the market price of coking coal rises above the HCC
Ceiling Benchmark Price;

6. The interest rates applied to the Winsway Purchase Price are significantly

higher than the annual coupon rates of the Comparable Bonds; and

7. No material clause of the Winsway Buy-back Right Agreement would

materially adversely affect the interest of the Company and the Shareholders.

We are of the view that the Winsway Buy-back Right Agreement is fair and
reasonable as far as the Independent Shareholders are concerned and in the interests of the

Company and the Shareholders as a whole.

PRINCIPAL FACTORS AND REASONS CONSIDERED FOR THE WINSWAY
MARKETING AGENCY AGREEMENT

In arriving at our opinion to the Independent Board Committee and the Independent
Shareholders in respect of the Winsway Marketing Agency Agreement and the transactions

contemplated thereunder, we have considered the following principal factors and reasons:

1. Background and principal terms of the of the Winsway Marketing Agency Agreement

On 14 November 2014, the Purchaser, the Company and the Winsway Seller entered into the
Winsway SPA. In connection with and as a condition to the Winsway SPA, Winsway, GCC LP and
the Company had on 31 December 2014 agreed the terms of the Winsway Marketing Agency
Agreement which delivery and execution shall be made to the Purchaser at Winsway SPA
Completion. Pursuant to the Winsway Marketing Agency Agreement, GCC LP will appoint
Winsway as its agent to provide exclusive marketing services in connection with the sale of GCC
Coal in the PRC for a term of 10 years (subject to annual performance) and pay Winsway a
marketing fee fixed at 1.5% of sales revenue for its associated sales and is within the historical
range of 1%-2% paid to other agents.

2. Reasons for and benefits of the Winsway Marketing Agency Agreement

Pursuant to the Winsway Marketing Agency Agreement, GCC LP will appoint Winsway as
its agent to provide exclusive marketing services in connection with the sale of GCC Coal in the
PRC, as Winsway is (i) a significant supplier of coal in its own right, (ii) familiar with the GCC
product, (iii) a major seller of GCC coal in previous years with proven track record, and (iv) has a
large selling network and client base in the PRC, the Directors are of the view that if the Company
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can bind the strong relationship and assign attractive allotment to Winsway, the more commitment
they will have when selling the Company products.

Having considered that:

(a)  As stated in the section under “Information and going concern of Winsway”, the
revenues recognised in turnover from (i) the processing and trading of coking coal;
and (ii) sales to external customers in the PRC (including Hong Kong and Macau), by
Winsway representing over 90% of the total revenue of Winsway for the year ended
31 December 2013 and 2014 respectively;

(b)  Winsway has been the major seller of GCC Coal in the PRC for a certain period
before the Acquisition;

(¢)  As confirmed by the Company, Winsway owns several coal exploration licences in
Mongolia but do not own any operational mines. As such, the Company is of the view
that Winsway will devote its resources in trading of GCC Coal following the SPA
Completion; and

(d) Winsway commits to meet the minimum purchases, which is 40% of the annual
production of GCC Coal, under the Winsway Marketing Agency Agreement.

We are of the view that Winsway had a proven track record in marketing and selling coking
coal in the PRC and Winsway is able to fulfil the responsibility as the marketing agent of the GCC
Coal under the Winsway Marketing Agency Agreement. In addition, sales of GCC Coal will be
secured by entering into the Winsway Marketing Agency Agreement. As such, we are of the view
that the entering into the Winsway Marketing Agency Agreement is fair and reasonable and is in
the interest of the Company and the Shareholders as a whole.

3. Basis of and the proposed annual cap for the Winsway Marketing Agency Agreement
Pricing mechanism marketing fee

Pursuant to the Winsway Marketing Agency Agreement, GCC shall pay Winsway a
marketing fee fixed at 1.5% of sales revenue for its associated sales and is within the
historical range of 1%—2% paid to other agents. Historically, Winsway did not charge any
marketing fee from GCC.

The Winsway Marketing Agent and GCC LP shall discuss in good faith and agree
before commencement of the fiscal quarter on the delivery of the quantity of GCC Coal for
the following quarter and the applicable coal price for each buyer. The price of GCC Coal
per ton shall be determined through arm’s-length negotiations based upon prevailing market
prices in the PRC.

Payment of the marketing fee to the Winsway Marketing Agent and counting of the
amount of GCC Coal towards satisfaction of the Minimum Sales and Minimum Purchases is
subject to the agreement on the price of GCC Coal, and if there is no agreement, whether or
not the price offered is higher or lower than a bottom-line price as determined from time to
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time. Market and bottom-line prices will be determined with reference to an appropriate
index which currently is the published assessment for Platts HCC 64 Mid Vol price index.

In view of the pricing mechanism, we have reviewed the Winsway Marketing Agency
Agreement. Pursuant to the Winsway Marketing Agency Agreement, the base price of sales
of the GCC Coal will be determined based on, among others, the market price of coking
coal, which is publicly available.

In additional, the marketing fee payable to the Winsway Marketing Agent had been
set as a fixed term. We had reviewed the Winsway Marketing Agency Agreement in which
such term had been clearly stated. Based on our discussion with the Company, the cost of
sales of coking coal in the PRC comprising of, including but not limited to, coal processing
costs, coal transportation cost, maintenance costs of motor vehicles, machinery, coal
processing facilities, logistics park and other infrastructure. The Company will also incur
substantial costs in establishing and maintaining its own sales network in the PRC if the
sales of GCC Coal in the PRC is conducted by the Company itself.

The Company is of the view that the benefit of appointing Winsway as its marketing
agent and pay a marketing fee of 1.5% will outweigh that of selling GCC Coal to the clients
in the PRC by the Group itself after considering that:

(a)  The sales of the GCC Coal in the PRC can be centralised by Winsway by
entering into the Winsway Marketing Agency Agreement;

(b)  Winsway will provide letter of credit payment services to the Company under
the Winsway Marketing Agency Agreement. We understand from the Company
that the cost saved from receiving such services amounted to approximately
0.5% to 1.0%;

(c)  As Winsway has already established a large sales network and client base in the
PRC, directly engaging Winsway as the marketing agent and utilising its
existing network in the PRC would be an effective way to promote the sales of
GCC Coal. Otherwise, the cost of establishing sales network and maintaining
client relationship incurred by the Company would amount to approximately
3% based on the Company’s estimation;

(d)  The Company can avoid the direct competition in the sales of coking coal with
Winsway by entering into the Winsway Marketing Agency Agreement;

(e)  The labour cost, transportation cost and the logistics cost incurred from the
sales of the GCC Coal in the PRC by the Company would be reduced; and

() Sales of GCC Coal is secured under the Winsway Marketing Agency
Agreement.

Based on the above factors, we are of the view that the determination of the selling
price of GCC Coal and the marketing fee payable to Winsway under the Winsway Marketing
Agency Agreement are fair and reasonable and in the interest of the Company and
Shareholders as a whole.
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The proposed annual caps for the marketing fee

Pursuant to the Winsway Marketing Agency Agreement, the minimum purchase of
GCC Coal from GCC LP committed by Winsway amounts to 40% of the annual production
of the Grande Cache mine. It is expected that the annual cap for the marketing fee under the
Winsway Marketing Agency Agreement will not exceed the amounts of US$1.4 million,
US$2.0 million and US$5.0 million for the three years ending 31 December 2017
respectively.

These annual caps had taken into account (i) the forecasted level of production for
GCC assumed in the Competent Person’s Report, (ii) the committed volume of sales under
the Winsway Marketing Agency Agreement, being 40% of the total GCC annual production,
(ii1) potential flexibility for additional sales to the PRC through Winsway in addition to the
minimum committed level and historical percentage of sales through Winsway, and (iv) the
highest price achieved by Winsway for GCC sales historically, with an allowance for future
general inflation of 2% p.a., being the specified target of monetary policy implemented by
the Federal Open Market Committee of the USA and with reference to the Competent
Person’s Report.

(i) Sales volume of GCC Coal for the proposed annual caps

Based on our discussion with the Company, in additional to the committed volume of
sales under the Winsway Marketing Agency Agreement, the Company further include half of
the remaining, being 30%, of the estimated GCC annual production as the reference sales
volume during the determination of the proposed annual caps. Such portion was determined
after taking into account the historical sales volume of coal by Winsway and Marubeni.

With reference to the Competent Person’s Report in Appendix V in the Circular, the
estimated annual sales of GCC Coal for the three years ending 31 December 2017 amounted
to approximately 751,000 tonnes, 1.0 million tonnes and 2.5 million tonnes respectively.
With reference to the Winsway’s annual report 2014, the annual coal sales volume by
Winsway amounted to approximately 13.9 million tonnes and 9.3 million tonnes for the two
years ended 31 December 2014 respectively, representing several times of the estimated
annual production of GCC Coal. As such, we are of the view that, besides fulfilling the sales
amount of GCC Coal obligated under the Winsway Marketing Agency Agreement, Winsway
gets enough capacities to further extend the sales volume of GCC Coal in the PRC.

With reference to the Circular, the average annual coal sales volume by Marubeni
amounted to approximately 463,000 tonnes for the three years ended 31 December 2014,
representing approximately 20% to over 60% of the estimated annual sales of GCC Goal for
the three years ending 31 December 2017. In addition, in order to diversify the geographic
exposures of the sales of GCC Coal and avoid over reliance on Winsway and/or the PRC
market, the Company expected that certain amount of the annual production of GCC Coal
would be marketed by Marubeni and be sold to customers in Japan and elsewhere around the
world. The Company would also sell GCC Coal through its own distribution channel. As
such, the Company is of the view that further including half of the remaining, being 30%, of
the estimated GCC annual production in the proposed caps provides enough flexibility for
additional sales to the PRC through Winsway.
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Based on the above, we are satisfied with the basis of determining the proposed sales
amount by Winsway for the three years ending 31 December 2017.

(ii)  Applied coking coal price for the proposed annual caps

We understand from the Company that it applied the highest price achieved by
Winsway for GCC sales historically, representing approximately US$170 to US$180 per
tonne, during the determining of the proposed annual caps. As stated under the section
headed “Assessment of the reasonableness regarding the Winsway Trigger Price Range”, the
coking coal price were around US$170 per tonne during the first half of year 2013 and over
US$170 per tonne during year 2012. In addition, as stated under the section headed “Price
Outlook for Grande Cache Coking Coal” in the Competent Person’s Report, the coking coal
price for the period 2010-2012 saw a 33% step jump above the pricing for 2007-2009,
which in itself represented a 75% increase over the 2004-2006 pricing levels. Based on the
above, there were significant fluctuation on the coking coal price historically. The applied
coking coal price in the calculation of the proposed annual caps provides a reasonable range
to adopt the potential fluctuation.

Based on the above, we are satisfied with the basis of determining the coking coal
price applied on the proposed annual caps for the three years ending 31 December 2017.

(iii) Assumed inflation for the proposed annual caps

The Company also applied an allowance for future general inflation of 2% per annum,
being the specified target of monetary policy implemented by the Federal Open Market
Committee of the USD and with reference to the Competent Person’s Report. Based on our
assessment, according to the website of the International Monetary Fund (“IMF”)
(www.imf.org), it forecasted that the inflation outlook of the PRC would remain benign at
approximately 3% during the period from year 2015 to 2019. As such, we are satisfied with
the basis of the inflation assumption on the proposed annual caps for the three years ending
31 December 2017.

(iv)  Rate on marketing fee for the proposed annual caps

The rate applied on the marketing fee is fixed at 1.5% under the Winsway Marketing
Agency Agreement. As stated in the section headed “Pricing mechanism of marketing fee”,
such rate had been clearly stated in the Winsway Marketing Agency Agreement and
outweighed the cost incurred if the Group conducted the sales of GCC Coal in the PRC by
itself.

Having considered that:

(a)  the proposed annual caps had taken into account the committed volume of sales
under the Winsway Marketing Agency Agreement;

(b)  the proposed annual caps had taken into account a reasonable potential
flexibility for additional sales to the PRC through Winsway;
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(c)  the applied coking coal price in the calculation of the proposed annual caps had
taken into account the historical fluctuation and reduces the risk of
re-compliance with the Listing Rules by the Company if the actual coking coal
price is more volatile than estimated;

(d)  the inflation assumed in the calculation was in line with the forecast from IMF;

(e)  the rate of the marketing fee are fair and reasonable and in the interest of the
Company and the Shareholders; and

(f)  the proposed annual caps only reflect the maximum amount of marketing fee
payable by the Company under the Winsway Marketing Agency Agreement.
The Company is not obliged to conduct sales to Winsway other than the
committed portion,

we are satisfied that the basis of determining the proposed annual caps for the three years
ending 31 December 2017 and thus such annual caps are fair and reasonable.

Terms and condition of the Winsway Marketing Agency Agreement

The total term of the Winsway Marketing Agency Agreement is 10 years. As the
transactions contemplated under the Winsway Marketing Agency Agreement constitute
continuing connected transactions under Chapter 14A of the Listing Rules and will be
subjected to the reporting and disclosure and Independent Shareholders’ approval
requirements every three years, on condition that the renewal of the Winsway Marketing
Agency Agreement complies with the Listing Rules, we concur with the view of the
Company that the term of the Winsway Marketing Agency Agreement can bind the strong
relationship and assign attractive allotment to Winsway. It is also normal business practice
for agreements of this type to be of such duration.

Pursuant to the Winsway Marketing Agency Agreement, in the event that Winsway
fails to meet the minimum purchases in any given fiscal year, Winsway shall make up all of
(and not part of) the marketing agent shortfall by providing GCC LP with a letter of credit in
favour of GCC LP. In addition, subject to certain provisions, GCC LP shall have the right to
suspend Winsway’s rights to its status as exclusive marketing agent and payment for the
reminder of the relevant fiscal year.

We had also reviewed the terms and conditions of the Winsway Marketing Agency
Agreement, including but not limited to, the terms of pricing mechanism and the payment
conditions, which had also been stated in the Letter from the Board. To the best of our
knowledge, we are of the view that no material clause would adversely affect the interests of
the Company and the Shareholders.

Consequences of going concern of Winsway

As stated in the section under “Information and going concern of Winsway”, the
auditors of Winsway do not express an opinion on the financial statement of Winsway for the
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year ended 31 December 2014. In the event that Winsway encounters financial difficulties
and unable to fulfil the obligation under the Winsway Marketing Agency Agreement, the
sales of GCC Coal in the PRC would be adversely affected. Based on the information of the
Company, there are certain marketing agents of coking coal trading in the PRC. As such, the
Company would be able to find a replacement of marketing agent in a timely manner if
needed. The sales of GCC Coal in the PRC would only be influenced for a short period of
time and would not be materially affected in case of the above circumstances.

Having considered that:

1. Winsway had a proven track record in marketing and selling coking coal in the
PRC;
2. The sales of GCC Coal would benefit from utilising the selling networks and

client base in the PRC of Winsway;

3. The marketing fee payable to Winsway is determined by the arm’s length
negotiation;

4. The costs involved in selling and marketing of GCC Coal directly would
outweigh the marketing fee payable to Winsway;

5. Winsway’s selling and distribution capacity is able to handle the sales amount
of the proposed annual caps under the Winsway Marketing Agency Agreement;

6. The Company would be able to suspend Winsway’s rights to its status as the
exclusive marketing agent if Winsway fails to make up for the shortfall during
the Prescribed Period;

7. No material clause in the Winsway Marketing Agency Agreement would
adversely affect the interests of the Company and the Shareholders; and

8. The Company would be able to find a replacement of marketing agent in a
timely manner if needed,

we are of the view that the Winsway Marketing Agency Agreement and the
transactions contemplated thereunder are (i) on normal commercial terms; (ii) in the
ordinary and usual course of business of the Group; (iii) fair and reasonable as far as the
Independent Shareholders are concerned; and (iv) in the interests of the Company and the
Shareholders as a whole.

RECOMMENDATION

Having considered the abovementioned principal factors and reasons, we are of the view

that the Winsway Buy-back Right Agreement and the Winsway Marketing Agency Agreement and

the transactions contemplated thereunder are (i) on normal commercial terms; (ii) in the ordinary

and usual course of business of the Group; (iii) fair and reasonable as far as the Independent

Shareholders are concerned; and (iv) in the interests of the Company and the Shareholders as a
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whole. We are also of the view that the proposed annual caps under the Winsway Marketing Agency
Agreement are fair and reasonable and in the interest of the Company and Shareholders as a whole.
Accordingly, we advise the Independent Board Committee to recommend the Independent
Shareholders to vote in favour of the ordinary resolution to be proposed at the SGM to approve the
Winsway Buy-back Right Agreement and the Winsway Marketing Agency Agreement and the
transactions contemplated thereunder and the proposed annual caps under the Winsway Marketing
Agency Agreement and we recommend the Independent Shareholders to vote in favour of the

ordinary resolution in this regard.

Yours faithfully,
For and on behalf of
Donvex Capital Limited
Vily Leung

Director

Ms. Vily Leung is a licensed person and a responsible officer of Donvex Capital Limited
registered with the Securities and Futures Commission to carry out type 6 (advising on corporate
finance) regulated activities under the Securities and Futures Ordinance (Chapter 571 of the Laws
of Hong Kong). Ms. Leung has extensive experience as an independent financial adviser to advice

on connected transaction.
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APPENDIX I FINANCIAL INFORMATION ON THE GROUP

LATEST THREE YEARS FINANCIAL INFORMATION

Financial information of the Group for the years ended 31 March 2013, 2014 and 2015 are
disclosed on pages 58-119 of FY 2013 annual report issued on 28 June 2013, pages 63-147 of FY
2014 annual report issued on 23 June 2014 and pages 1-33 announcement of annual results for the
year ended 31 March 2015 of the Company respectively, which were published on both the Stock

Exchange website (www.hkexnews.hk) and the Company’s website (http://www.upenergy.com).

As at 31 March 2014, the Group had net current liabilities of approximately
HK$762,543,000 and current portion of outstanding bank borrowings of HK$370,614,000 and
other financial liabilities of HK$164,350,000 was due to renewals or repayments within the next
twelve months. As at 30 September 2014, the Group had current liabilities of approximately
HK$330,346,000 and current portion of outstanding bank borrowings of HK$327,056,000 and
other financial liabilities of HK$151,758,000 was due for renewals or repayments within the next
twelve months. The audit report on the consolidated financial statements for the year ended 31
March 2014 and the review report on the interim financial report for the six months ended 30
September 2014 contain an emphasis of matter paragraph on the Group’s ability to continue as a
going concern. There were uncertainties about the commencement of the commercial production
of the Group’s projects in Fukang. These facts and circumstances indicated existence of material
uncertainties which may cast doubt on the Group’s ability to continue as a going concern.
Consequently, the Group is dependent upon the financial support from its bankers and major
shareholders and its ability to raise proceeds from existing and new investors to operate as a going
concern and meet its financial liabilities as they fall due for the foreseeable future. The
consolidated financial statements for the year ended 31 March 2014 and the interim financial
report for the six months ended 30 September 2014 did not include any adjustments that would
result should the Group be unable to continue to operate as a going concern.

On 23 June 2015, the Group published its announcement of annual results for the year ended
31 March 2015 (the “Announcement”). The Announcement contains an extract of the auditors’
report on the consolidated financial statements for the year ended 31 March 2015 which contain an
emphasis of matter paragraph stating that the Group had net current liabilities of approximately
HK$1,916,417,000 as at 31 March 2015 and that the current portion of outstanding bank
borrowings of HK$582,560,000, other financial liabilities of HK$142,273,000 and convertible
notes of HK$1,311,727,000 were due for renewals or repayments within the next twelve months.
There are also uncertainties about the commencement of the commercial production of the Group’s
projects in Fukang. These facts and circumstances indicated existence of material uncertainties
which may cast doubt on the Group’s ability to continue as a going concern. Consequently, for the
foreseeable future, the Group is dependent upon the financial support from its bankers and major
shareholder and its ability to raise from existing and new investors to enable the Group to operate
as a going concern and meet its financial liabilities as they fall due. The consolidated financial
statements for the year ended 31 March 2015 do not include any adjustments that would result

should the Group be unable to continue as a going concern.
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MANAGEMENT DISCUSSION AND ANALYSIS OF THE FINANCIAL POSITION OF THE
GROUP

Set out below is the management discussion and analysis of the Group for each of the years

ended 31 March 2013, 2014 and 2015 as extracted from the annual reports and annual results of the

Group. The financial data in respect of the Group, for the purpose of this circular, is derived from

the audited consolidated financial statements of the Company for the years ended 31 March 2013,
2014 and 2015.

A.

MANAGEMENT DISCUSSION AND ANALYSIS FOR THE GROUP FOR THE YEAR
ENDED 31 MARCH 2013

BUSINESS OVERVIEW

During the year ended 31 March 2013, the Group continued to focus on the
construction of the three coal mines and the three circulative business chain projects in
Xinjiang. It is expected that these projects will commence production successively starting
from the third quarter of 2013. On the other hand, the Group embarked upon the acquisitions
of coal mines in Xinjiang and regions close to Central and Western Asia, concluding the sale
and purchase agreements concerning the Baicheng Coal Mine in Xinjiang and the Kaftar
Hona Deposit in Tajikistan. Upon completion of the acquisitions and commencement of
production of the 5 coal mines, the planned annual production capacity of the Group in 2016
will reach a range between 6 Mt and 8 Mt, rendering the Group first in the coking industry in
northwestern China. The Group is expected to show significant improvement in its revenue
and profit and its leading position in the coking industry in northwestern China will also be
strengthened.

Employees and Remuneration Policy

As at 31 March 2013, the Group had a total of 339 employees (2012: 236) in PRC and
Hong Kong. Employees’ remuneration packages are reviewed and determined by reference
to the market pay and individual performance.

The staff benefits include contributions to mandatory provident fund, medical scheme
and share option scheme.

Material Acquisitions and Disposal

On 23 July 2012, Able Goal Group Limited (“Able Goal”, now known as “Up Energy
Mining Limited”) (a wholly-owned subsidiary of the Company) entered into a memorandum
of understanding with Hao Tian Resources Group Limited (“Hao Tian Resources”) in
relation to the proposed acquisition of the entire issued share capital of Champ Universe
Limited (GEF AR F]) (“Champ Universe”) (a wholly-owned subsidiary of Hao Tian
Resources). Champ Universe, through its direct and indirect wholly-owned subsidiaries,
operate and owns 100% interests in the Xinjiang Baicheng County Kueraken Mine Field No.
3 Pit of No. 1 Mine located at Baicheng County, Aksu Prefecture, Xinjiang Uygur
Autonomous Region, China (the “Target Mine”).

B
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On 12 October 2012, the Company, Up Energy Mining Limited (“Up Energy Mining”,
as purchaser) and Hao Tian Resources (as vendor) entered into a sale and purchase
agreement in relation to the acquisition of Champ Universe. According to the sale and
purchase agreement, the consideration for the sale and purchase of sale shares and the
transfer of all rights, title, benefit and interest of and in the shareholder’s loan was HK$1.58
billion, subject to adjustments as set out in the sale and purchase agreement, of which
HK$735 million shall be paid by way of an issuance and allotment to the vendor (or its
nominee(s)) of 367,500,000 ordinary shares of the Company free from all encumbrances and
credited as fully paid upon completion at an issue price of HK$2.00 per share; while the
balance of HK$845 million shall be paid to the vendor in cash. All conditions precedent
under the sale and purchase agreement had been fulfilled or waived, and the completion of
the agreement took place on 28 June 2013.

The Target Mine produces predominantly gas coal, along with 1/3 coking coal, 1/2
caking coal, and weakly caking coal. Based on the technical report relating to the Target
Mine as at 31 March 2012, the Target Mine has a coal field area of approximately 5.9178
square kilometres, with estimated coal resources and coal reserves of 111.30 Mt and 38.00
Mt respectively. According to the mining licence dated 28 October 2009 granted by the
Department of Land and Resources Office of Xinjiang Uygur Autonomous Region, the
Target Mine is permitted to produce 210,000 tonnes of coal per annum. Based on the
valuation report relating to the Target Mine dated 31 December 2010, the fair market value
of the Target Mine was estimated at HK$1.7 billion. The Group believes that in addition to
helping us achieving the aforesaid target, the Group will also be benefited from the
synergies resulting from the operation of the Target Mine with its existing mines in the
region in terms of management, distribution and transportation.

FINANCIAL REVIEW
Revenue

For the financial year ended 31 March 2013, the Group recorded a loss of
HK$60,376,000 (FY2012: HK$101,266,000), representing a decrease of 40.38% as
compared with last year.

Liquidity and Financial Resources

As at 31 March 2013, the Group’s current ratio was 2.9 (2012: 6.9), with current
assets of approximately HK$974,120,000 (2012: HK$876,221,000) against current
liabilities of approximately HK$336,802,000 (2012: HK$127,080,000). Cash and cash
equivalents were approximately HK$881,932,000 (2012: HK$801,019,000). The Group’s
gearing ratio was 89% as at 31 March 2013 (2012: 108%). The Group’s working capital is
mainly financed by internal generated cash flows, borrowings and equity financing. There
has not been any change in the Group’s funding and treasury policies during the year, and
the Group continues to follow the practice of prudent cash management.

Treasury Policies
The Group adopts a balanced funding and treasury policy in cash and financial
management. Cash is generally placed in short-term deposits which are mainly denominated

in HKD, USD and Renminbi. The Group’s financing requirements are regularly reviewed by
the management.
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Foreign Exchange Risk

Other than bank deposits made in HKD, USD and RMB, the Group is not exposed to
significant foreign currency exchange risks as our transactions and balances are mainly
denominated in their respective functional currencies.

Cash Flow and Fair Value Interest Rate Risk

Except for cash and cash equivalents, the Group has no other significant
interest-bearing asset. The Group’s income and operating cash flows are substantially
independent of changes in market interest rates. The Group does not anticipate any major
impact on interest-bearing assets resulting from changes in interest rates because the
interest rates of its bank deposits are not expected to change significantly.

Contingent Liabilities
As at 31 March 2013, the Group had no significant contingent liabilities.

B. MANAGEMENT DISCUSSION AND ANALYSIS FOR THE GROUP FOR THE YEAR
ENDED 31 MARCH 2014

The consolidated financial statements included in the Group’s annual report for the year
ended 31 March 2014 (pages 63 to 147), without qualifying the audit conclusion, an emphasis of
matter has been included in the independent audit report issued by the Group’s auditor to draw
attention of the users of the annual financial report (pages 61 to 62).

BUSINESS OVERVIEW

Xinjiang is the key region of sales for coking coal and coke products. The Group owns
four coal mines, namely the Xiaohuangshan Coal Mine, the Shizhuanggou Coal Mine, the
Quanshuigou Coal Mine and the Baicheng Coal Mine, which are all located in Xinjiang,
while the Kaftar Hona Coal Mine in Tajikistan which is being acquired is also located
relatively close to the Kashgar Prefecture of Xinjiang. Thus, the operating environment in
Xinjiang area will have direct impact on the Group’s coal business.

At the end of the first quarter of 2013, with the arrival of summer procurement
seasons of domestic coking coal enterprises, the demand for coking coal was not strong
because the majority of steel enterprises started to control the production capacity of their
own and the steel industry was busy in clearing its winter steel stock, resulting in a decline
of coking coal purchasing. On the other hand, since coal mines across China have resumed
production gradually, the coking coal market was becoming saturated. Accordingly, coal
prices started to drop at the end of March 2013. By the end of August 2013, the average
prices of quality coking coal and coke in Shanxi were RMBI1,100/tonne and
RMB1,400/tonne respectively, decreasing by RMB300 and RMB200 per tonne when
compared with the prices at the beginning of the year. In September 2013, coupled with a
new round of coal storage for winter, the domestic coking coal market experienced a price
surge again, with a sharp increase of RMB200/tonne. Such an upward trend continued until
spring of 2014.
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The prices of coking coal and coke in Xinjiang were less affected by the domestic
coal supply and demand since it is a relatively closed market. In March 2013, coking coal
and coke prices in Xinjiang still remained at RMB950/tonne and RMB1,400/tonne
respectively. However, starting from July, stimulated by a price increase in steel in Xinjiang,
the coking coal and coke have witnessed a price escalation in Xinjiang. By the end of
September, the price of coking coal was RMB1,100/tonne while the coke price was
RMB1,580/tonne in Xinjiang, delivering a stabilized price trend throughout the year.

In 2014, the basic trend of domestic coking coal and coke prices will still be
highlighted by seasonal movements with the lower end in spring and summer and the higher
end in autumn and winter. As a result, a high volatility is expected.

Employees and Remuneration Policy

As at 31 March 2014, the Group had a total of 1,169 employees in the PRC and Hong
Kong. Employees’ remuneration packages are reviewed and determined with reference to
the market pay and individual performance. Staff benefits include contributions to the
mandatory provident fund, medical schemes and share option schemes.

Material Acquisitions and Disposal

On 19 December 2012, the Company and Up Energy Resources Company Limited (as
the purchaser) entered into an agreement with Kaisun Energy Group Limited and its
wholly-owned subsidiary Alpha Vision Energy Limited (as the vendor) in relation to the
acquisition of 52% equity interest in Kamarob held by West Glory Development Limited (a
wholly-owned subsidiary of the vendor) (the “Acquisition”). The completion of the sale and
purchase agreement is still subject to the fulfillment of various conditions precedent. For
details, please refer to the Company’s announcement dated 8 January 2013.

Kamarob is a company incorporated and registered in the Republic of Tajikistan, and
is holding the mining license in respect of the Kaftar Hona Deposit (the “Target Deposit™) in
Tajikistan. The Target Deposit is rich in coal resources, especially anthracite. However, the
Target Deposit is in its early stage of development and additional time is required to carry
out drilling and other activities. The Company considers that as the location of Tajikistan is
relatively close to Xinjiang, the Acquisition will enable the Group to expand its coal
reserves and mining operations, and reinforce its position as one of the largest integrated
energy groups in northwestern China. In addition, the Acquisition will be beneficial for the
Company to tap the expected significant demand for coal from new and expanding steel
mills within the region, which have been planned or under construction. Overall, the
Acquisition will enhance the long-term growth prospect of the Group.

Due to the continuous extreme weather conditions of the Kaftar Hona region in
Tajikistan, the exploration and drilling activities are postponed and more time is needed to
fulfill the conditions precedent of the agreement mentioned above accordingly. Both of the
purchaser and vendor signed a supplementary letter on 18 October 2013 to postpone the long
stop date from 31 December 2013 to 30 June 2015 or such later date as may be agreed in
writing by both parties. Both parties are paying close attention to the progress for the sake of
launching drilling works in a safe and reliable way.
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FINANCIAL REVIEW

For the financial year ended 31 March 2014, the Group recorded a loss of
HK$123,601,000 (FY2013: HK$60,376,000), representing an increase of 105% as
compared with last year.

Revenue

The Group is principally engaged in the mining, coking and sale of coal. Revenue
represents the sales value of goods sold to customers exclusive of value-added or sales taxes
and after deduction of any trade discounts and volume rebates. The revenue of Group
compromises coke, coal and others.

Sales of coke, coal and others accounted for 30.70%, 64.86% and 4.44% of the
Group’s total revenue respectively. The Group has no revenue or turnover during the year
ended 31 March 2013.

Liquidity and Financial Resources

As at 31 March 2014, the Group’s current ratio was 0.32 (2013: 2.9), with current
assets of approximately HK$360,416,000 (2013: HK$974,120,000) against current
liabilities of approximately HK$1,122,959,000 (2013: HK$336,802,000). Cash and cash
equivalents were approximately HK$23,992,000 (2013: HK$881,932,000). The Group’s
gearing ratio was 97% as at 31 March 2014 (2013: 89%). The Group’s working capital is
mainly financed by internal generated cash flows, borrowings and equity financing. The
Group had long-term borrowings and short-term borrowings of HK$199,500,000 (2013:
Nil) and HK$370,614,000 (2013: Nil) respectively. Details of the Group’s pledge of assets
and the maturity profile of the Group’s borrowings are shown in note 25 to the financial
statements.

Treasury Policies

The Group adopts a balanced funding and treasury policy in cash and financial
management. Cash is generally placed in short-term deposits which are mainly denominated
in HKD, USD and Renminbi. The Group’s financing requirements are regularly reviewed by
the management.

Foreign Exchange Risk

The Group’s assets and liabilities are mainly denominated in HKD and USD, in order
to minimize the foreign currency exchange risk, the Group manages its transactions and
balances that are denominated in their respective functional currencies.
Cash Flow and Fair Value Interest Rate Risk

Except for cash and cash equivalents and bank borrowings, the Group has no other
significant interest-bearing asset and liabilities. The Group’s income and operating cash
flows are substantially independent of changes in market interest rates. The Group does not
anticipate any major impact on interest-bearing assets and liabilities resulting from changes
in interest rates because the interest rates of its bank deposits and borrowings are not
expected to change significantly.

Contingent Liabilities

As at 31 March 2014, the Group had no significant contingent liabilities.
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C. MANAGEMENT DISCUSSION AND ANALYSIS FOR THE GROUP FOR THE YEAR
ENDED 31 MARCH 2015

The financial information included in the Group’s announcement of annual results for the
year ended 31 March 2015 (pages 1 to 33), without qualifying the audit conclusion, an emphasis of
matter has been included in the independent audit report issued by the Group’s auditor to draw
attention of the users of the annual financial report (page 33).

BUSINESS OVERVIEW

During the year ended 31 March 2015, the Group continued to closely monitor the
development of the regional coking coal market in Xinjiang and the international seaborne
coking coal market. For Xinjiang market, the Group focused on developing four mines and
three circulative business chain projects within the area, and some of them are in operation
and the others will also commence production successively in near term. Regarding the
seaborne coking coal market, the Group actively sought opportunities in overseas. We
speeded up the acquisition of Grande Cache Coal, a well-known coking coal corporation in
Canada, in the second half of the year. Agreements for acquisition were signed on 14
November 2014 and the acquisition process has reached a stage where a circular is to be
issued by the Company and subject to shareholders of the Company’s approval.

Employees and Remuneration Policy

As at 31 March 2015, the Group had a total of 641 employees (2014: 1,169) in the
PRC and Hong Kong. Employees’ remuneration packages are reviewed and determined with
reference to the market pay and individual performance. Staff benefits include contributions
to the mandatory provident fund, medical schemes and share option schemes.

Material Acquisitions and Disposal
Acquisition of GCC in Canada

On 14 November 2014, the Group, Winsway Enterprises Holdings Limited
(“Winsway”) and Marubeni Corporation (“Marubeni”) entered into the Sale and Purchase
Agreement for acquisition of an aggregate of 82.74% interest in the total issued share capital
of Grande Cache Coal Corporation (“GCC”) and an aggregate of 82.74% partnership
interest in Grande Cache Coal LP (“GCC LP”). The acquisition process has reached a stage
where a circular is to be issued by the Company and subject to shareholders of the
Company’s approval.

GCC is a company incorporated in Alberta, Canada and is engaged in the production
and sales of premium hard coking coal. It is an exporter of premium low volatile hard coking
coal, and is one of the only four coking coal producers in North America with the ability to
export coking coal from the west coast to the end user market in Asia. GCC coal mines are
situated in Smoky River Coal Field and commenced production in 2004. With 25 mines held
totaling over 29,000 hectares, it has abundant reserves position for surface mining and
underground mining. The raw coal resources, prepared in accordance with the Canadian
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Standard NI 43-101, amounted to 664 million tonnes, and the total saleable coal reserves
amounted to 148 million tonnes, with a mine life over 40 years. GCC produces low volatile
hard coking coal with low ash content, and it is classified as world class premium types of
coal. Currently, the reserves of high-quality and low volatile hard coking coal in the world
are very limited. There is no medium to low volatile coal reserve required for coking coal
mixtures in each of the major markets demanding for coking coal including China, thus,
GCC’s competitive advantage is obvious. Besides, GCC possesses well-established
infrastructure and logistics facilities, and it has direct access to Canadian National Railway
with connection to the east-west line. Also, a favourable agreement has been signed with
Westshore Terminals, with valid until 2021. There are also excellent on-site infrastructure,
including two-lane paved highways, railway load-out, office facilities, coal-washing plant
and nearby natural gas and coal-fired power stations. Except the above, GCC has a long
operation history with stable customer bases all around China, Brazil, Korea, Japan and
India. The coking coal is successfully sold to Asia, Europe and America for supply to major
steel plants. The Group estimates that the annual production capacity of GCC in 2015 will
amount to 1 million tonnes of clean coal, with a possibility to increase to 4 million tonnes in
2017. During the transitional period of acquisition, the Group will offer a maximum amount
of US$74 million of transitional fund subsidy for GCC. As of 31 March 2015, such amount
reached US$51.50 million.

Kaftar Hona Project in Tajikistan

The Group and Kaisun Energy Group Limited entered into an agreement in December
2012 in relation to the acquisition of equity interest in Kamarob. Since the drilling season
was drawing near, both parties had to make up their mind on the start of exploration
immediately. After due consideration and assessment by both parties, they were of the view
that due to the current uncertainties in the region, economic benefits generated by large
scale mining activities in Kafta Hona Deposit may not be sufficient enough to fulfill the
conditions of the proposed transaction at this moment. Hence, both parties agreed to
terminate this proposed transaction in July 2014 and no claim shall be made against each

other.

FINANCIAL REVIEW

Revenue

During the year ended 31 March 2015, the Group recorded a revenue of
approximately HK$245,314,000, representing an increase of HK$92,478,000 or 60.5% as
compared with that of approximately HK$152,836,000 for the same period of 2014. The
increase in revenue was mainly due to the full year operation of coking plant for the year
ended 31 March 2015 comparing to just around six months of operation of coking plant in

the same period last year.
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Liquidity and Financial Resources

As at 31 March 2015, the Group’s current ratio was 0.30 (2014: 0.32), with current
assets of approximately HK$829,594,000 (2014: HK$360,416,000) against current
liabilities of approximately HK$2,746,011,000 (2014: HK$1,122,959,000). Cash and cash
equivalents were approximately HK$6,046,000 (2014: HK$23,992,000). The Group’s
gearing ratio was 67% as at 31 March 2015 (2014: 97%). The Group’s working capital is
mainly financed by internal generated cash flows, borrowings and equity financing. The
Group had long-term borrowings and short-term borrowings of HK$158,916,000 (2014:
HK$199,500,000) and HK$582,560,000 (2014: HK$370,614,000) respectively. Details of
the Group’s pledge of assets and the maturity profile of the Group’s borrowings are shown in

note 12 to the financial statements disclosed in this announcement.
Treasury Policies

The Group adopts a balanced funding and treasury policy in cash and financial
management. Cash is generally placed in short-term deposits which are mainly denominated
in Hong Kong dollar (“HKD”), United States dollar (“USD”) and Renminbi (“RMB”). The

Group’s financing requirements are regularly reviewed by the management.
Foreign Exchange Risk

The Group’s assets and liabilities are mainly denominated in HKD, RMB and USD, in
order to minimize the foreign currency exchange risk, the Group manages its transactions

and balances that are denominated in their respective functional currencies.
Cash Flow and Fair Value Interest Rate Risk

Except for cash and cash equivalents and bank borrowings, the Group has no other
significant interest-bearing asset and liabilities. The Group’s income and operating cash
flows are substantially independent of changes in market interest rates. The Group does not
anticipate any major impact on interest-bearing assets and liabilities resulting from changes
in interest rates because the interest rates of its bank deposits and borrowings are not

expected to change significantly.
Contingent Liabilities

As at 31 March 2015, the Group had no significant contingent liabilities.
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INDEBTEDNESS STATEMENT

At the close of business on 30 April 2015, being the latest practicable date for the
purpose of preparing this indebtedness statement prior to the printing of this circular, the
Enlarged Group had the following indebtedness:

(1)  secured bank loans of approximately HK$3,732,742,000;

(2)  guaranteed bank loans of approximately HK$190,801,000;

3) unsecured bank loans of approximately HK$25,682,000;

4) outstanding convertible notes of approximately HK$3,513,301,000;

(5)  secured other borrowings of approximately HK$131,630,000;

(6)  outstanding unsecured corporate bonds of approximately HK$15,552,000; and

(7)  outstanding finance lease commitments of approximately HK$168,243,000.

Save as aforesaid and apart from intra-group liabilities and normal trade payables in
the ordinary course of the business, none of the companies in the Enlarged Group had
outstanding at the close of business on 30 April 2015 any mortgages, charges or debentures,
loan capital, bank overdrafts, loans, debt securities or other similar indebtedness or any
finance lease or hire purchase commitments, liabilities under acceptances or acceptances

credits or any guarantees or other material contingent liabilities.
WORKING CAPITAL STATEMENT

The Company intends to finance the Acquisition with the Group’s internal resources,
available bank financing and the major shareholder’s financial support and the proposed
raising of new capital by the Company. As at the Latest Practicable Date, the Group is in the
process of evaluating the pros and cons of various financing methods. In deciding on a
source of financing, the Group will consider, among others, costs, complexity of the
structure, market conditions, timing and limitations. The Group will enter into definitive
documentation on one or more financing as and when needed, but no definitive

documentation is entered into prior to the Latest Practical Date.

Taking into account the Acquisition, the internally generated funds available to the
Group and the financial support from the shareholder and on the assumption of successfully
obtaining the banking financing, the Directors, after due and careful enquiry, are of the
opinion that the Group will have sufficient working capital for its present requirements for
at least the next 12 months from the date of publication of this circular, in the absence of

unforeseen circumstances.
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The following is the text of a report, received from the joint reporting accountants, KPMG
LLP, Chartered Accountants, Calgary, Alberta and KPMG, Certified Public Accountants, Hong
Kong, for the purpose of incorporation in this circular.

KPMG LLP
Suite 3100
205 5™ Avenue SW

Calgary, AB
T2P 4B9

KPMG

8th Floor
Prince’s Building
10 Chater Road
Central

Hong Kong

June 30, 2015

The Directors
Up Energy Development Group Limited

Dear Sirs,
INTRODUCTION

We set out below our report on the financial information relating to Grande Cache Coal LP
and Grande Cache Coal Corporation (collectively, “the Target”) comprising the consolidated
statements of financial position of the Target as at December 31, 2012, 2013 and 2014 and the
consolidated statements of profit or loss and other comprehensive income, the consolidated
statements of changes in equity and the consolidated cash flow statements of the Target, for each of
the years ended December 31, 2012, 2013 and 2014 (the “Relevant Periods”), together with the
explanatory notes thereto (the “Financial Information™), for inclusion in the circular of Up
Energy Development Group Limited (the “Company”) dated June 30, 2015 (the “Circular”) in
connection with the proposed acquisition of the Target by the Company.

Grande Cache Coal LP (the “LP”) is a limited partnership formed under the Partnership Act
(Alberta) and Grande Cache Coal Corporation (the “Corporation”) is a corporation formed under
the Alberta Business Corporations Act (“ABCA”), which is the General Partner of the LP. The
Target is mainly engaged in the production of metallurgical coal and thermal coal in Grande Cache,
Alberta.

The Target has adopted December 31 as its financial year end date. Details of the Target that
are subject to audit during the Relevant Periods and the names of the respective auditors are set out
in note 2(a) of Section B. The financial statements of the LP and the Corporation were prepared in
accordance with International Financial Reporting Standards (“IFRSs”) as issued by the
International Accounting Standards Board (“IASB”).

The directors of the Corporation have prepared the consolidated financial statements of the
Target for the Relevant Periods (the “Underlying Financial Statements”) in accordance with
IFRSs issued by the IASB. The Underlying Financial Statements for each of the years ended
December 31, 2012, 2013 and 2014 were audited by KPMG LLP Canada under separate terms of
engagement with the Target in accordance with International Standards on Auditing issued by the
International Auditing and Assurance Standards Board (the “IAASB”).
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The Financial Information has been prepared by the directors of the Company for inclusion
in the Circular in connection with the proposed acquisition of the Target by the Company based on
the Underlying Financial Statements, with no adjustments made thereon, and in accordance with
the applicable disclosure provisions of the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (the “Listing Rules”).

DIRECTORS’ RESPONSIBILITY FOR THE FINANCIAL INFORMATION

The directors of the Company are responsible for the preparation of the Financial
Information that gives a true and fair view in accordance with IFRSs issued by IASB and the
applicable disclosure provisions of the Listing Rules, and for such internal control as the directors
of the Company determine is necessary to enable the preparation of the Financial Information that
is free from material misstatement, whether due to fraud or error.

JOINT REPORTING ACCOUNTANTS’ RESPONSIBILITIES

Our responsibility is to form an opinion on the Financial Information based on our
procedures performed in accordance with Auditing Guideline “Prospectuses and the Reporting
Accountant” (Statement 3.340) issued by the Hong Kong Institute of Certified Public Accountants
(the “HKICPA”). We have not audited any financial statements of the Target in respect of any
period subsequent to December 31, 2014.

OPINION

In our opinion, the Financial Information gives a true and fair view of the financial position
of the Target as at December 31, 2012, 2013 and 2014 and the Target’s financial performance and
cash flows for the Relevant Periods then ended in accordance with IFRSs.

EMPHASIS OF MATTER

Without qualifying our opinion, we draw your attention to notes 1(b) and (c) of the Section
B below to the Financial Information which describe that the Target incurred significant losses,
negative cash flows, a working capital deficit and currently relies on the Bridge loan available from
UP for its day-to-day operational expenses before the completion of the Proposed Transaction and
explain that for the foreseeable future the Target is dependent upon the on-going financial support
from its Partners, the US$50 million Bridge loan available from UP and the final agreement
reached with CMBC to defer the repayments of the US$430 million Senior Credit Facility. These
facts and circumstances indicate the existence of material uncertainties which may cast significant
doubt on the Target’s ability to continue as a going concern.

The Financial Information has been prepared on a going concern basis, the validity of which
is dependent on the availability of the ongoing financial support from its Partners, the US$50
million Bridge loan available from UP and the final agreement reached with CMBC to defer the
repayments of the US$430 million Senior Credit Facility to enable the Target to operate as a going
concern and meet its financial liabilities as they fall due for the foreseeable future. The Financial
Information does not include any adjustments that would result should the Target be unable to
continue to operate as a going concern.
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A FINANCIAL INFORMATION OF THE TARGET
1 Consolidated Statements of Profit or Loss and Other Comprehensive Income

For the year For the year For the year

ended ended ended
December 31, December 31, December 31,
Section B 2012 2013 2014
Note USD’000 USD’000 USD’000
Revenues 3 226,317 240,292 164,083
Cost of sales 4 (240,685) (302,641) (196,156)
Gross loss (14,368) (62,349) (32,073)
General and administrative
expenses 4 (18,218) (11,468) (6,183)
Other income (expenses) 564 (833) 2
Loss from operations (32,022) | (74,650) | (38,254)
Finance income 5(a) 230 246 1,007
Finance costs 3(a) (24,070) (33,695) (32,634)
Net finance costs (23,840) (33,449) (31,627)
Impairment loss 5(b) - (265,000) (554,391)
Bargain purchase gain on
acquisition 25 142,934 - -
Profit (loss) before taxation 5 87,072 (373,099) (624,272)
Income tax 6 - - -
Profit (loss) and total
comprehensive income
(loss) for the year 87,072 (373,099) (624,272)
Attributable to:
Equity shareholders of the
Corporation (232) (37) (62)
Non-controlling interests 87,304 (373,062) (624,210)
Profit (loss) and total
comprehensive income
(loss) for the year 87,072 (373,099) (624,272)
Earnings (loss) per share
Basic and diluted (USD) 10 N/A N/A N/A

The accompanying notes form part of the Financial Information.
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2 Consolidated Statements of Financial Position
As at As at As at
December 31, December 31, December 31,
Section B 2012 2013 2014
Note USD’000 USD’000 USD’000
Non-current assets

Restricted cash 11 28,384 27,473 26,023

Property, plant and equipment,
net 12 1,222,686 959,454 378,606
1,251,070 986,927 404,629

Current assets

Cash 13 860 3,723 -
Trade and other receivables 14 5,327 9,513 1,808
Inventories 15 57,321 29,887 28,669
Prepaid expenses and deposits 3,656 280 1,690

67,164 43,403 32,167

Current liabilities

Bank overdraft 13 - - 837
Accounts payable and accrued

liabilities 16 22,237 21,719 16,119
Bridge loan 17 - - 14,000
Finance lease obligations 20 15,959 14,842 14,726
Long-term debt 18 25,084 57,582 407,754
Pre-payments from related

parties 21,000 100,467 33,373
Restoration provision 19 - - 2,229
Amounts due to related

companies 3,392 4,676 4,783

_____ §7.672 199286 493,821

Net current liabilities (20,508) (155,883) (461,654)

Total assets less current
liabilities 1,230,562 831,044 (57,025)

The accompanying notes form part of the Financial Information.
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Non-current liabilities
Restoration provision
Finance lease obligations
Long-term debt

Net assets (liabilities)

Equity (Deficit)
Share capital
Retained earnings (deficit)

Total equity attributable to
equity shareholders of the
Corporation

Non-controlling interests

Total equity (deficit)

As at As at As at

December 31, December 31, December 31,

Section B 2012 2013 2014
Note USD’000 USD’000 USD’000
19 28,772 27,064 27,386
20 38,714 24,753 9,986
18 360,102 349,352 -
427,588 401,169 37,372
802,974 429,875 (94,397)

21 4,023 4,023 4,023
(232) (269) (331)

3,791 3,754 3,692
799,183 426,121 (98,089)
802,974 429,875 (94,397)

The accompanying notes form part of the Financial Information.
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3

Consolidated Statements of Changes in Equity

At January 1, 2012
Changes in equity:

Issue of common shares
Contributed Surplus
Distribution of Limited
Partnership Interest to
the Limited Partners
Total comprehensive
income for the year

At December 31, 2012

At January 1, 2013

Changes in equity:
Total comprehensive loss
for the year

At December 31, 2013

At January 1, 2014

Changes in equity:

Limited Partner
contributions

Total comprehensive loss
for the year

At December 31, 2014

The accompanying notes form part of the Financial Information.

Note

Attributable to equity
shareholders of the Corporation
Retained Non-
Share  earnings controlling Total
capital  (deficit) Sub-total interests equity
USD’000  USD’000  USD’000  USD’000  USD’000
10 - 10 - 10
700,655 - 700,655 - 700,655
15,237 - 15,237 - 15,237
(711,879) - (711,879) 711,879 -
- (232) (232) 87,304 87,072
4,023 (232) 3,791 799,183 802,974
4,023 (232) 3,791 799,183 802,974
- (37) (37) (373,062) (373,099)
4,023 (269) 3,754 426,121 429,875
4,023 (269) 3,754 426,121 429,875
- - - 100,000 100,000
- (62) (62) (624,210) (624,272)
4,023 (331) 3,692 (98,089)  (94,397)
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4 Consolidated Cash Flow Statements

Section B
Note

Cash flows from operating
activities

Net income (loss) for the year

Adjustments for:
Depreciation and depletion
Unrealized foreign

exchange (gain) loss
Settlement of restoration
provision
Interest expense
Bargain purchase gain
Impairment loss
(Gain) loss on disposal
Inventory write down
(write up)

Net changes in non-cash
working capital items:
Decrease (increase) in trade

and other receivables
(Increase) decrease in
inventories
(Increase) decrease in
prepaid expenses
Decrease in accounts
payable and accrued
liabilities

Net cash generated from
operating activities

Investing activities

Additions to property, plant
and equipment

Proceeds on sale of
property, plant and
equipment

Business acquisition

Additions to restricted cash

Net cash used in investing
activities

For the year For the year For the year
ended ended ended
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
87,072 (373,099) (624,272)
45,273 61,459 57,931
(2,946) 129 954
(1,552) - -
27,016 33,566 31,679
(142,934) - -

- 265,000 554,391

(13) 1,138 516

14,864 (18,153) 4,797
14,726 (4,186) 7,704
(21,408) 39,912 (3,365)
(1,899) 3,377 (1,410)
(7,789) (940) (7,352)
_____ o410 828 21573
(57,984) (62,474) (29,716)

123 274 29
(1,054,862) - -
(7,998) (911) (1,450)
(1,120,721) (63,111) (31,137)

The accompanying notes form part of the Financial Information.
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For the year For the year For the year

ended ended ended
December 31, December 31, December 31,
Section B 2012 2013 2014
Note USD’000 USD’000 USD’000
Financing activities
Proceeds from long-term debt 398,960 20,000 -
Repayment of long-term debt (20,089) - -
Interest paid (22,305) (30,420) (28,864)
Proceeds from bridge loan - - 14,000
Pre-payments from related
parties 21,000 79,467 32,905
Proceeds on new share issue 715,902 - -
Advances from shareholders 3,392 1,284 108
Payment on finance lease
obligations (8,148) (12,428) (13,181)
Net cash generated from
financing activities 1,088,712 57,903 4,968
Net (decrease) increase in
cash and cash equivalents (21,599) 2,995 (4,596)
Cash and cash equivalents at
January 1 22,209 860 3,723
Effect of foreign exchange
on cash and cash
equivalents 250 (132) 36
Cash and cash equivalents at
December 31 13 860 3,723 (837)

The accompanying notes form part of the Financial Information.
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B NOTES TO THE FINANCIAL INFORMATION OF THE TARGET
(Expressed in United States dollars unless otherwise indicated)

GENERAL INFORMATION
(a) Background

Grande Cache Coal Corporation (formerly 1629835 Alberta Ltd) (the “Corporation,” or the “General
Partner”) is a corporation under the Alberta Business Corporations Act (“ABCA”) and is the general partner of
Grande Cache Coal Limited Partnership (the “Limited Partnership,” or the “LP”), a limited partnership formed
under the Partnership Act (Alberta) that is the owner and operator of a coal mine, producing metallurgical and
thermal coal and holding coal mining and development leases in Grande Cache, Alberta.

1629835 Alberta Ltd was incorporated on September 19, 2011 under the ABCA for the purpose of
acquiring the former Grande Cache Coal Corporation (“Former GCCC”), a reporting issuer listed on the Toronto
Stock Exchange. 1629835 Alberta Ltd was 60% owned by 0925165 BC Ltd, a subsidiary of Winsway Enterprises
Holdings Limited (collectively “Winsway”) and 40% owned by Marubeni Coal Canada Ltd., a subsidiary of

Marubeni Corporation (collectively “Marubeni”) (collectively the “Partners”).

On February 9, 2012, 1629835 Alberta Ltd entered into a senior credit facilities agreement with the China
Minsheng Banking Corp. (“CMBC”) to partially fund the acquisition of the Former GCCC.

On February 14, 2012, the Former GCCC and Smoky River International Inc, (“SRI”), which was a
subsidiary of the Former GCCC, formed the Limited Partnership. The Former GCCC received a 99.99% partnership
interest in the Limited Partnership (the “Limited Partnership Interest”) as consideration for its contribution to
the Limited Partnership of all of the assets and liabilities of the Former GCCC. The value of the contributed assets
was recorded at fair market value, which was the acquisition price.

As a result of the above, the Former GCCC held 0.005% of the LP as a general partner and 99.99% of the
partnership interest of the LP as a limited partner. SRI held 0.005% of the partnership interest of the LP as a limited

partner.

On March 1, 2012, 1629835 Alberta Ltd. acquired all of the outstanding common shares of the Former
GCCC including its wholly owned subsidiary SRI, pursuant to a plan of arrangement under the ABCA which was
approved by special resolution of the shareholders of the Former GCCC. The acquisition was recognized as a
business combination and the acquired assets and assumed liabilities were recognized at fair value on acquisition
date.

In conjunction with acquisition, 59.994% of the Limited Partnership Interest owned by the Former GCCC
was distributed to Winsway and 39.996% of the Limited Partnership Interest owned by the Former GCCC was
distributed to Marubeni. Concurrently, a reorganization was completed to pursuant to which the Former GCCC,
1629835 Alberta Ltd. and SRI were amalgamated through a series of amalgamations to form Grande Cache Coal

Corporation.

As at March 1, 2012 the Corporation is owned 60% by Winsway and 40% by Marubeni. The Corporation
holds a 0.01% interest in the LP and is the General Partner of the LP, while the remaining 99.99% interest in the LP
is owned 59.994% by Winsway and 39.996% by Marubeni. There have been no further restructurings subsequent to
March 1, 2012.

The registered office of Grande Cache Coal Corporation (formerly 1629835 Alberta Ltd) is Suite 2500,
450-1st Street SW, Calgary, Alberta, Canada T2P 5H1.
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(b) Proposed acquisition

On November 14, 2014, the Partners entered into a Sale and Purchase Agreement (the “SPA™) (the
“Proposed Transaction”) with UP Energy Development Group Limited (“UP”), whereby UP will acquire:

. all of the interest in the Corporation and the Limited Partnership held by Marubeni for the purchase
price of USD1.00, and,

. 71.25% of the interests (representing approximately 42.74% of the issued capital in the
Corporation and issued units in the Limited Partnership) held by Winsway for the purchase price of
USD1.00.

If the Proposed Transaction is closed, UP will own an aggregate 82.74% interest and Winsway will own
17.26% in the Corporation and UP will own an aggregate 82.74% interest and Winsway will own 17.25% interest in
the Limited Partnership.

In connection to the SPA and the Proposed Transaction, completion of the Proposed Transaction is
conditional upon certain matters being satisfied including approval from the Stock Exchange of Hong Kong and
also the approval by a majority of the shareholders of UP.

Under the terms of the Proposed Transaction, marketing rights will be assigned to both Marubeni and
Winsway allowing them exclusive rights to market coal to certain customers and countries; and a buy-back option
allowing, Winsway and Marubeni to buy back a portion of shares within three years of the Proposed Transaction. If
there is a further deferral of repayment of the long term debt, the buy-back option will extend to repayment of the

long term debt or five years, whichever comes first.

In connection to the Proposed Transaction, due to the insufficient working capital of the Corporation and
the Limited Partnership (as described in Note 1(c)), UP, the Limited Partnership, and the Partners entered into a
Bridge Loan Agreement on September 6, 2014 whereby UP provided USD10 million to the Limited Partnership and
the GCC Interim Support Agreement (the “Interim Support Agreement”) on December 17, 2014. As part of the
Interim Support Agreement, UP, the Limited Partnership, and the Partners entered into an Amended and Restated
Bridge Loan Agreement (collectively with Bridge Loan Agreement on 6 September 2014, being the “Bridge Loan”
as described in Note 17). The Bridge Loan from UP provides the Limited Partnership up to USD50 million of
available advances for the purpose of meeting day-to-day operational requirements of the mine, which includes the
initial USD10 million loan.

In conjunction with the Proposed Transaction, the Limited Partnership and China Minsheng Banking
Corp., Ltd Shanghai Branch (“CMBC”) amended the terms of the existing USD430 million senior credit facility
agreement (“Fourth Amendment Deed”) to defer the commencement of outstanding principal repayments from
2014 to 2017 (as described in note 18). Under the terms and conditions of the Fourth Amendment Deed, UP (or any
other entity acceptable to CMBC, termed a “new investor”) is required to advance certain amounts to the Limited
Partnership upon specified dates, and contributions not made will constitute an event of default. Should the
Proposed Transaction successfully close, existing amounts under the Bridge Loan and future advances provided by
UP or a new investor will be converted to capital in the Limited Partnership. Should the transaction not be
successfully completed, existing advances (and accrued interest) will be repayable by the Limited Partnership to
UP and the outstanding amount of USD410 million under the senior credit facility will be repayable to CMBC.

(c) Going concern

As aresult of the continuing depression of the coking coal market the Corporation has incurred significant
losses (excluding the bargain purchase gain in 2012 of USD142,934,000), negative cash flows (excluding
cash-flows from financing) and a working capital deficit in each of the years ended December 31, 2012, 2013 and
2014. For the year ended December 31, 2014, the Corporation sustained a loss of USD624,272,000 and incurred net
cash outflows of USD4,596,000. At December 31, 2014, the Corporation had a working capital deficit of
USD461,654,000. To date, the Limited Partnership has relied on the support of the Partners for cash inflows,
however there can be no assurance that the Partners will continue to support the Limited Partnership. There are no
contractual obligations for the ongoing support by the Partners excluding potential capital commitments required
under the Proposed Transaction.
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Certain measures have been taken to manage the liquidity and to improve the financial position which
include, but are not limited to, the following:

(i) Subsequent to December 31, 2014, the surface mining operations were suspended, which is
expected to reduce operating losses and operating cash outflows.

(ii) In conjunction with the Proposed Transaction, UP has provided the Bridge Loan of up to USD50
million to the Limited Partnership. As at December 31, 2014, USD 14 million had been advanced to
the Limited Partnership.

(iii) Under the amended terms of the Limited Partnership’s credit facility, CMBC has deferred the
commencement of outstanding principal repayments from 2014 to 2017, subject to certain
conditions including the successful completion of the Proposed Transaction.

The Limited Partnership will not be able to fund its operations in 2015 without the ongoing support of the
Partners or the continued availability of the Bridge Loan or other sources of funds, including the ongoing deferral
of the repayment of the CMBC credit facility. Should the Proposed Transaction not be successfully completed, the
Bridge Loan from UP will become repayable with any accrued interest and the outstanding amount under the senior
credit facility of USD410 million will become due to CMBC on demand, and therefore, sources of funds other than
from UP will be required for the funding of operations of the Corporation and the Limited Partnership.
Furthermore, there is no certainty that these measures alone will provide adequate liquidity necessary for the
Corporation and Limited Partnership to continue as a going concern.

The above matters indicate the existence of a material uncertainty which casts significant doubt about the
ability of the Corporation and the Limited Partnership to continue as a going concern and therefore they may be
unable to realize their assets and discharge their liabilities in the normal course of business.

Management of the Corporation hold the view that the Proposed Transaction will be successfully
completed, and based on the above plans and measures, the Limited Partnership will have sufficient funds to
finance its operations and to meet its financial obligations as and when they fall due for a reasonable period of time.
Accordingly, the financial information have been prepared on a going concern basis.

Should the Corporation be unable to continue to operate as a going concern, adjustments would be required
that could have a material impact to these financial information. The effect of these adjustments has not been
reflected in these financial information.

SIGNIFICANT ACCOUNTING POLICIES
(a) Basis of presentation

This Financial Information has been prepared in accordance with International Financial Reporting
Standards (“IFRSs”) as issued by the International Accounting Standards Board (“IASB”).

This Financial Information represents the consolidated financial position, results of operations and cash
flows of the Corporation and the Limited Partnership. Transactions and outstanding balances between the two
entities have been eliminated. By virtue of the Limited Partnership Agreement and a Management Services
Agreement, the General Partner (the Corporation) is deemed to control the Limited Partnership with a 0.01%
interest in the Limited Partnership. The remaining 99.99% ownership in the Limited Partnership are therefore
presented as amounts attributable to non-controlling interests on the consolidated statements of financial position
and consolidated statements of income (loss) and other comprehensive income.

The Limited Partnership is not a taxable entity under the taxation laws in Canada. Taxable earnings, losses
and the tax basis of assets and liabilities are directly attributed to the Partners, and are the responsibility of the
Partners. As a result, the related taxation amounts and disclosures in these consolidated financial statements
represent only the amounts attributed to the Corporation in respect of its 0.01% interest in taxable income (loss)
and future taxable deductions.

This Financial Information has been prepared on a going concern basis under the historical cost
convention.

KPMG LLP Canada is the auditor during the Relevant Periods.
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(b) Statement of compliance

The Financial Information set out in this report has been prepared in accordance with IFRSs, which
collective term includes International Accounting Standards and related interpretations, promulgated by the
International Accounting Standards Board (“IASB”). Further details of the significant accounting policies adopted
are set out in the remainder of this Section B.

The IASB has issued a number of new and revised IFRSs. For the purpose of preparing this Financial
Information, the Target has adopted all applicable new and revised IFRSs to the Relevant Periods, except for any
new standards or interpretations that are not yet effective for the accounting year ended December 31, 2014. The
revised and new accounting standards and interpretations issued but not yet effective for the Relevant Periods are
set out in note 29.

The Financial Information also complies with the disclosure requirements of the applicable disclosure
provisions of the Listing Rules.

The accounting policies set out below have been applied consistently to all periods presented in the
Financial Information.

(c) Basis of measurement
(i) Functional and presentation currency

Items included in this Financial Information are measured using the currency of the primary
economic environment in which the Corporation operates, the US dollars (the “functional currency”). The
consolidated financial statements are presented in US dollars, which is the Corporation’s functional and
presentation currency.

(ii) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates
prevailing at the dates of the transactions. Foreign exchange gains and losses resulting from the settlement
of foreign currency transactions and from the translation at year-end exchange rates of monetary assets and
liabilities denominated in currencies other than the Corporation’s functional currency are recognized in the
statement of profit or loss. Monetary assets and liabilities denominated in foreign currencies at the
statement of financial position date are retranslated at the period end date exchange rates.

(d) Use of estimates and judgments

The preparation of the Financial Information requires management to make judgments, estimates and
assumptions that affect the application of policies and reported amounts of assets, liabilities, income and expenses.
The estimates and associated assumptions are based on historical experience and various other factors that are
believed to be reasonable under the circumstances, the results of which form the basis of making the judgments
about carrying values of assets and liabilities that are not readily apparent from other sources. The estimates and
underlying assumptions are reviewed on an ongoing basis.

Actual results may differ from these estimates. Judgments made by management that have significant
effect on the Financial Information and estimates with a significant risk of material adjustment in subsequent
period are described in note 27. Revisions to accounting estimates are recognised in the period which the estimates
are revised and in any future periods affected.

(e) Inventories

Coal inventory is valued at the lower of average production cost and net realizable value. Costs include all
direct costs incurred in production including mining, labour, operating materials and supplies, freight, depreciation
and depletion and directly attributable overhead. Net realizable value represents the estimated selling price for
inventories less all estimated costs of completion and costs necessary to make the sale. Production stripping costs
that are not capitalized are included in the cost of inventories as incurred. When inventories have been impaired to
net realizable value, subsequent periods will include a reversal of any impairments if the circumstances that caused
the write down no longer exist and to the extent the inventory is not sold.
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Materials inventory consists of parts, supplies and consumables, and is valued at the lower of weighted

average cost and net realizable value. Cost includes acquisition, freight and other directly attributable costs.

()

Property, plant and equipment
(i) Property, plant and equipment

Property, plant and equipment are measured at historical cost less accumulated depreciation and
accumulated impairment losses. Cost includes purchase price and expenditures that are directly
attributable to bring the assets to the location and condition necessary for them to be capable of operating
in the manner intended by management.

Expenditures incurred that renew or refurbish plant and equipment to extend its useful life or
increase its productive capacity are capitalized. Repairs that do not extend an asset’s useful life or
productive capacity are expensed in the period in which they are incurred.

An item of property, plant and equipment is derecognized upon disposal or when no future
economic benefits are expected to arise from the continued use of the asset. Any gain or loss arising from
derecognizing an asset, determined as the difference between the net disposal proceeds and the carrying
amount of the asset, is recognized in the consolidated statements of profit or loss and other comprehensive
income.

Depreciation is recognized on a straight-line basis over the estimated useful lives of each
significant part of an item of property, plant and equipment.

Where an item of property, plant and equipment comprises significant parts with useful lives that
are significantly different from that of the asset as a whole, the parts are accounted for as separate items of

property, plant and equipment and depreciated accordingly.

The estimated useful lives for each of the classes of property, plant and equipment are as follows:

. Freehold land not depreciated
. Buildings 10 to 20 years
. Equipment and machinery 5 to 20 years
. Furniture and fixtures 3 to 10 years
. Computer equipment 2 to 5 years
. Mineral assets units of production based on reserves

Depreciation methods, useful lives and residual values are reviewed annually and adjusted if
appropriate, on a prospective basis.

(ii) Mineral assets

Expenditures directly attributable to the acquisition, development and construction of mineral
assets, including amounts transferred from exploration and evaluation assets, are capitalized when the
expenditures relate to mining properties that have been determined as technically feasible, which is
established when resources are assigned in accordance with National Instrument 43-101.

Borrowing costs and depreciation of plant and equipment used in the development of a mine are
capitalized. Depletion is not recognized during the development and construction phase.

Mining areas generally become producing mines when they are available for their intended use.
When a mine development project moves into the production stage, the capitalization of certain mine
development costs ceases and costs are either regarded as forming part of the cost of inventory or expensed,
except for costs that qualify for capitalization relating to mining asset additions and improvements or
mineable reserve development. Mineral assets in the production phase are depreciated based on proven and
probable reserves using the unit of production method.
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Waste rock stripping costs incurred in the production phase are capitalized as production stripping
costs within property, plant and equipment when it is probable that the stripping activity will improve
access to the ore body; the component of the ore body to which access has been improved can be identified;
and the costs relating to the stripping activity can be measured reliably. When the actual waste to ore
stripping ratio in a period is greater than the expected life-of-mine waste to ore stripping ratio for a pit, the
excess is capitalized as production stripping costs. These costs are depreciated on a unit of production basis
over the proven and probable reserves of the respective pit of the mine to which they relate.

(iii) Exploration and evaluation expenditures

Property acquisition costs are capitalized. Other exploration and evaluation expenditures are
capitalized when the activity occurs within an area of interest where it is considered likely to be
recoverable by future exploitation or sale of resources.

No depreciation is charged on exploration and evaluation assets.

Once the technical feasibility and commercial viability of the extraction of mineral resources in an
area of interest are demonstrable (i.e. proven and probable reserves are determined), exploration and
evaluation assets are tested for impairment and reclassified to mineral properties and leases within
property, plant and equipment.

Exploration and evaluation expenditures include researching and analyzing historic exploration
data, conducting topographical, geological, geochemical and geophysical studies as well as exploratory
drilling, trenching and sampling. In addition, costs incurred to prove the technical feasibility and
commercial viability of resources found are capitalized.

Exploration and evaluation expenditures incurred in areas without an existing mine or in areas
outside the boundary of known mineral deposits are expensed as incurred.

(iv) Construction in progress

Assets in the course of construction are capitalized as construction in progress. On completion, the
cost of construction is transferred to the appropriate category of property, plant and equipment and
depreciation commences when the asset is available for its intended use.

(v) Impairment of non-financial assets

The Corporation assesses at each reporting date whether there is an indication that an asset or a
cash generating unit (“CGU”) may be impaired. A CGU is the smallest identifiable group of assets that
generates cash flows largely independent of the cash inflows from other assets or groups of assets. The
Corporation has only one CGU. If any indication of impairment exists, the Corporation estimates the
CGU’s recoverable amount. A CGU’s recoverable amount is the higher of its fair value less costs to sell and
its value in use. Where the carrying amount of an asset or CGU exceeds its recoverable amount, the asset is
considered impaired and an impairment loss is recognized.

In assessing value in use, the estimated future cash flows are discounted to their present value
using a pre-tax discount rate that reflects current market assessments of the time value of money and the
risks specific to the asset.

Fair value less costs to sell is determined as the amount that would be obtained from the sale of the
asset in an orderly transaction between arm’s length participants. The best evidence of fair value is the
value obtained from an active market or binding sale agreement. Where neither exists, fair value is
estimated using discounted cash flow techniques. Estimated future cash flows are calculated using
estimated future prices, mineral reserves and resources, operating and capital costs. Estimates are those
that an independent market participant would consider.

Impairment losses are reversed if there is an indication that there has been a change in the
estimates used to determine the recoverable amount. Impairment losses are reversed only to the extent that
the asset’s carrying amount does not exceed the carrying amount that would have been determined, net of
depreciation, had no impairment loss been previously recognized.
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(g) Provisions

Provisions are recognized when the Corporation has a present legal or constructive obligation as a result of
a past event, the amount can be reliably estimated and it is probable that an outflow of economic resources will be
required to settle the obligation. Provisions are determined by discounting expected future cash outflows at a
risk-free rate that reflects the time value of money. The unwinding of the discount is recognized as a finance cost.

(h) Restoration provision

The Corporation’s operations through the Limited Partnership give rise to future obligations for
decommissioning, restoration and rehabilitation activities. The discounted value of future restoration cost is
capitalized to mineral assets with a corresponding increase in the restoration provision in the period incurred. The
capitalized restoration costs are depleted using a method consistent with the related asset. Actual costs incurred to
settle the site restoration obligation are charged against the provision. Any difference between the actual costs

incurred and the provision is recognized as a gain or loss in the period in which the settlement occurs.

The Corporation’s estimates of restoration costs could change as a result of changes in regulatory
requirements, discount rates and assumptions regarding the amount and timing of the future expenditures. These
changes are recognized directly to mineral assets with a corresponding entry to the restoration provision.

Environmental disturbance

During the operating life of an asset, events such as accidents or infractions of environmental laws
or regulations may occur. These events are not related to the normal operation of the asset. The costs
associated with these provisions are charged to profit or loss in the period in which the event giving rise to

the liability occurs.

(i) Leases

Leases where the Corporation assumes substantially all the risks and rewards of ownership are accounted
for as finance leases. Finance leases are capitalized within property, plant and equipment at the commencement of
the lease with an offsetting lease liability. The value of the leased asset is established as the lesser of its fair value
at inception and the present value of the minimum lease payments. Leased assets are depreciated over the shorter of
the lease term and their useful lives unless it is reasonably certain that the Corporation will obtain ownership by the
end of the lease term, in which case the asset will be depreciated over its useful life.

The finance lease liability is initially recognized based on the present value of the minimum lease
payments. Lease payments are allocated between finance costs and a reduction of the lease liability to achieve a

constant periodic rate of interest on the financed balance outstanding.

Leases where a significant portion of the risks and rewards of ownership are retained by the lessor are
accounted for as operating leases. Payments made under operating leases are recognized on a straight-line basis

over the respective lease term.

(6)) Financial instruments

Financial assets and liabilities are recognized when the Corporation becomes a party to a contractual
provision of the instrument. Financial assets are derecognized when the rights to receive cash flows from the assets
have expired or have been transferred and the Corporation has transferred substantially all the risks and rewards of

ownership.
Financial assets and liabilities are offset and the net amount presented in the consolidated statement of

financial position when the Corporation has a legal right to offset the amounts and intends either to settle on a net
basis or to realize the asset and settle the liability simultaneously.
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At initial recognition, the Corporation classifies its financial instruments into the following categories
depending on the purpose for which the instruments were acquired:

(i) Financial assets and liabilities at fair value through profit or loss are financial instruments acquired
principally for the purpose of selling or repurchasing in the short-term. Financial instruments in
this category are measured at fair value and subsequent changes are recognized in profit or loss.
Upon initial recognition, attributable transaction costs are recognized in profit or loss as incurred.
The Corporation has no financial instruments classified as such.

(ii) Held-to-maturity investments are non-derivative financial instruments with fixed payments and
maturity for which the Corporation has the intention and ability to hold to maturity. These financial
instruments are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition held-to-maturity financial assets are measured at amortized costs
using the effective interest method, less any impairment losses. The Corporation has no financial
instruments classified as such.

(iii) Loans and receivables are non-derivative financial instruments with fixed or determinable
payments that are not quoted in an active market. Such instruments are recognized initially at fair
value plus any directly attributable transaction costs. Subsequent to initial recognition loans and
receivables are measured at amortized cost using the effective interest method, less any
impairment losses. Cash, trade receivables and restricted cash are classified as loans and
receivables.

(iv) Available-for-sale financial assets are non-derivative financial instruments that are either
designated in this category or are not designated in any of the preceding three categories. These
financial instruments are measured at fair value with unrealized gains and losses recognized in
other comprehensive income or loss, except for losses in value that are considered other than
temporary. The Corporation has no financial instruments classified as such.

(v) Financial liabilities measured at amortized cost are all other financial liabilities. These financial
instruments are recognized initially at fair value plus any directly attributable transaction costs.
Subsequent to initial recognition these financial liabilities are measured at amortized cost using
the effective interest method. Accounts payable and accrued liabilities, Bridge loan, pre-payments
from related parties, long term debt and amounts due to related parties are classified as other
financial liabilities.

(k) Impairment of financial assets

A financial asset not measured at fair value through profit or loss is assessed at each reporting date to
determine whether there is objective evidence that it is impaired.

If there is objective evidence that an impairment loss on assets carried at amortized cost has been incurred,
the amount of the loss is measured as the difference between the assets’ carrying amount and the present value of
estimated future cash flows discounted at the financial asset’s original effective interest rate. The carrying amount
of the asset is then reduced and an impairment loss is recognized.

If, in a subsequent period, the amount of the impairment loss decreases and the decrease can be related
objectively to an event occurring after the impairment was recognized, the previously recognized impairment loss
is reversed to the extent that the carrying value of the asset does not exceed what the amortized cost would have
been had the impairment not been recognized.

1) Revenue recognition

Sales revenues are recognized when the risks and rewards of ownership pass to the customer, collection is
reasonably assured and the amount can be measured reliably. The majority of the Corporation’s sales are seaborne.
Seaborne coal sales revenue is generally recognized when the coal is loaded on to the vessel at the port. Sales that
are not seaborne are generally recognized when coal is either loaded onto a truck or train or when it is unloaded at
the final destination, depending on the terms of the contract.

Revenue is measured at the price specified in the sales contract, net of any penalties. Sales revenue
excludes any applicable sales taxes. Coal royalties are presented as an operating cost.
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(m) Debt modification

Where the modification of debt terms is considered to be substantial, the debt is considered to be
extinguished and the liability derecognised. The difference between the re-acquisition price and consideration
paid, including any non-cash assets transferred and the carrying amount of the extinguished debt should be
recognized in income. A change in the net present value of the debt by more than 10% is considered to be a
substantial change in terms. Costs incurred for debt modifications directly reduce the carrying amount of the debt
and are amortized over the remaining term of the modified debt using the effective interest method.

(n) Employee benefits
(i) Short-term employee benefits and contributions to defined contribution retirement plans

Salaries, annual bonuses, paid annual leave, contributions to defined contribution retirement plans
and the cost of non-monetary benefits are accrued in the year in which the associated services are rendered
by employees. Where payment or settlement is deferred and the effect would be material, these amounts are
stated at their present values.

(ii) Termination benefits

Termination benefits are recognised at the earlier of when the Corporation can no longer withdraw
the offer of those benefits and when it recognises restructuring costs involving the payment of termination
benefits.

(0) Income Tax

Taxes, comprised of both income taxes and resource taxes are recognized in the statement of profit or loss
and where taxable income, deductions and temporary differences arise. The taxes, both current and deferred, are
only recognized to the extent of the Corporation’s interest in the Limited Partnership. Amounts attributable to the
non-controlling interest are recognized directly in the financial statements of the Partners.

Current taxes receivable or payable are based on estimated taxable income for the current year at the
statutory tax rates enacted or substantively enacted less amounts paid or received on account.

Deferred tax assets and liabilities are recognized based on temporary differences (the difference between
the tax and accounting values of assets and liabilities) and are calculated using enacted or substantively enacted tax
rates for the period in which the differences are expected to reverse. The effect of tax rate changes is recognized in
the period of substantive enactment.

Deferred tax assets are recognized only to the extent that it is probable that future taxable profits of the
Corporation will be available against which the assets can be utilized.

Deferred tax liabilities are not recognized if the temporary differences arise from the initial recognition of
goodwill or an asset or liability in a transaction, other than in a business combination that affects neither accounting
profit nor taxable profit.

The Corporation is subject to assessments by various taxation authorities, who may interpret tax legislation
differently. The final amount of taxes to be paid depends on a number of factors, including the outcomes of audits,
appeals or negotiated settlements. The Corporation has accounted for such differences based on its best estimate of
the probable outcome of these matters.

(p) Related parties

(a) A person, or a close member of that person’s family, is related to the Corporation if that person:
(i) has control or joint control over the Corporation;
(ii) has significant influence over the Corporation; or

(iii) is a member of the key management personnel of the Corporation or the Corporation’s
parent.
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(b) An entity is related to the Corporation if any of the following conditions applies:

(i) The entity and the Corporation are members of the same group (which means that each
parent, subsidiary and fellow subsidiary is related to the others).

(ii) One entity is an associate or joint venture of the other entity (or an associate or joint

venture of a member of a group of which the other entity is a member).

(iii) Both entities are joint ventures of the same third party.

(iv) One entity is a joint venture of a third entity and the other entity is an associate of the third
entity.
(v) The entity is a post-employment benefit plan for the benefit of employees of either the

Corporation or an entity related to the Corporation.

(vi) The entity is controlled or jointly controlled by a person identified in (a).
(vii) A person identified in (a)(i) has significant influence over the entity or is a member of the

key management personnel of the entity (or of a parent of the entity).

Close members of the family of a person are those family members who may be expected to

influence, or be influenced by, that person in their dealings with the entity.

(q) Segment reporting

Operating segments, and the amounts of each segment item reported in the financial statements, are
identified from the financial information provided regularly to the Corporation’s most senior executive
management for the purposes of allocating resources to, and assessing the performance of, the Corporation’s

various lines of business and geographical locations.

Individually material operating segments are not aggregated for financial reporting purposes unless the
segments have similar economic characteristics and are similar in respect of the nature of products and services, the
nature of production processes, the type or class of customers, the methods used to distribute the products or
provide the services, and the nature of the regulatory environment. Operating segments which are not individually
material may be aggregated if they share a majority of these criteria.

The Corporation has one business segment, mainly engaged in coal mining in Canada. Accordingly, no
additional business and geographic segment information are presented.

REVENUES

The Limited Partnership is principally engaged in the mining and sale of coal. Revenue represents the sales value

of goods to customers exclusive of sales taxes. The amount of each significant category of revenue recognized in revenue

during the Relevant Periods is as follows:

For the For the For the

year ended year ended year ended

December 31, December 31, December 31,

2012 2013 2014

USD’000 USD’000 USD’000

Hard coking coal 214,434 237,958 164,083
Thermal coal 11,883 2,334 -
226,317 240,292 164,083

I I I
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The following table sets out information about the geographical location of the revenues from external customers:

Canada
China
Korea
Japan
Brazil
Others

For the For the For the

year ended year ended year ended
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
42,673 18,120 12,422

89,526 152,209 33,343

28,855 33,480 45,356

65,263 23,124 27,027

- 13,359 38,867

- - 7,068

226,317 240,292 164,083
I I I

During the years ended 31 December 2012, 2013 and 2014, the Group had five, three and four customers that
individually exceeded 10% of the Group’s total revenues, being USD199,136,000, USD200,357,000 and USD 134,313,000
(or 88%, 83% and 82% of total revenues), respectively.

4 EXPENSES BY NATURE

Staff costs

Distribution costs
Depreciation and depletion
Other employee benefits
Operating leases and equipment rental
Contractors and consultants
Materials and supplies

Fuel

Repairs and maintenance
Overhead costs

Waste movement

Licenses and permits

Other

Coal royalties

Less:
Production stripping costs capitalized
Change in inventory

Cost of sales
General and administrative expenses

Total costs of sales, general and
administrative expenses
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For the year

For the year

For the year

ended ended ended
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
68,088 69,269 49,207
39,872 60,982 46,270
45,273 61,459 57,931
1,200 1,418 1,110
2,315 1,724 1,552
35,167 38,810 17,077
46,635 33,550 19,289
26,198 21,352 15,716
8,868 6,582 1,527
11,627 14,193 10,483
20,073 12,723 3,301
791 877 854
1,596 2,357 791
1,914 2,062 1,165
309,617 327,358 226,273
(45,013) (36,487) (24,683)
(5,701) 23,238 749
240,685 302,641 196,156
18,218 11,468 6,183
258,903 314,109 202,339
I I I




APPENDIX II

FINANCIAL INFORMATION ON THE TARGET

5

PROFIT BEFORE TAXATION

Profit before taxation is arrived at after (crediting) charging:

(a)

(b)

Net finance costs

Interest income

Insurance recovery*®

Finance income

Interest on long-term debt

Interest on finance lease obligations
Amortization of debt arrangement fee
Accretion on reclamation liability
Foreign exchange gains

Other interest and bank charge

Finance costs

Net finance costs

*

For the year

For the year

For the year

ended ended ended
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
(230) (246) (131)
- - (876)
(230) (246) (1,007)

17,324 24,956 24,581

4,863 2,650 1,703

4,178 4,767 3,535

328 690 394

(2,946) 129 955

323 503 1,466

24,070 33,695 32,634
23,840 33,449 31,627
I I I

The insurance recovery is the result of an incident at the port in January 2013 whereby the coal

loading facility was damaged, leading to significant shipping delays. Costs incurred as a result of

these delays were subsequently recovered from insurance.

Other items

Impairment losses on property, plant and

equipment (note 12)
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ended
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2012
USD’000

For the year
ended
December 31,
2013
USD’000

265,000

For the year
ended
December 31,
2014
USD’000

554,391
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6 INCOME TAX

Reconciliation of income taxes calculated at the statutory rate to the actual tax provision is as follows:

Income (loss) before tax

Expected tax expense (recovery) on income (loss)
before tax calculated at the Canadian statutory
income tax rate of 25%

Allocated to Limited Partners

Change in unrecognized deferred tax asset and other

Tax expense

For the For the For the

year ended year ended year ended
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
87,072 (373,099) (624,272)
I I I
21,768 (93,275) (156,068)
(21,766) 93,265 156,052

(2) 10 16
I I I

As at December 31, 2012, 2013 and 2014, the Corporation has not recorded a provision for current income taxes

due to the significant recurring losses of the Limited Partnership resulting in non-capital loss carry-forwards in the
Corporation of USD8,248,000, USD8,425,000 and USDS,583,000, respectively. The Corporation has no other income or
operations against which to apply the General Partner’s 0.01% share of the losses of the Limited Partnership. The resulting

deferred tax assets are not expected to reverse in the foreseeable future and have not been recognized.

As at December 31, 2012, 2013 and 2014, deferred tax liabilities of the Corporation of USD27,000, USD21,000
and USDS5,000, respectively, are offset by the deferred tax assets, which are in excess of the deferred liabilities. The

deferred tax liabilities all relate to the temporary differences between the tax and accounting bases of the property, plant

and equipment. There are no significant reversals of the deferred tax liabilities expected in the next year.
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Temporary differences giving rise to deferred income tax assets that have not been recognized are as follows:

Research and Development Investment

Tax Credits
Canadian Development Expenses
Cumulative Eligible Capital

— issue costs
Non capital loss carry forwards

Deferred income tax assets (at 100%)

As at As at As at
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000

395 395 395

6 11 10

2,428 2,258 2,100

8,221 8,404 8,578

11,050 11,068 11,083
I I I

The Investment Tax Credits will expire in 2022 if not used against taxable income.

Cumulative Canadian Development Expenses do not expire.

The non-capital loss carry-forwards expire at various dates between 2024 and 2034.

The deferred tax benefits of these pools have not been recognized as it is not probable that future taxable profit will

be available against which the unused tax losses and unused tax credits can be utilized by the Corporation.

7

DIRECTORS’ REMUNERATION

Directors’ remuneration is set out as follows:

For the year ended December 31, 2012

Salaries,

allowances Other Retirement

Directors’  and benefits Discretionary short term scheme
fees in kind bonuses benefits contributions Total
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000

Executive directors

Koji Iwana** - - - - - -
Min Liao** - 58 - 23 5 86
Apolonius Struijk* - - - - - -
Donald Bell* - - - - - -
Lloyd Metz* - 258 50 17 17 342
Yasuhisa Yamamoto** - - - - - -
- 316 50 40 22 428
Lee———re——————————————————————
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Executive directors

Koji Iwana**

Min Liao**

Chang Qing (Max Wang)**
Yasuhisa Yamamoto**
Donald Bell*

Executive directors

Koji Iwana**

Min Liao**

Chang Qing (Max Wang)**
Yasuhisa Yamamoto**
Donald Bell*

For the year ended December 31, 2013

Salaries,

allowances Other Retirement

Directors’  and benefits Discretionary short term scheme
fees in kind bonuses benefits contributions Total
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000
- 200 10 53 12 275
- 328 - 17 20 365
- 528 10 70 32 640

For the year ended December 31, 2014

Salaries,

allowances Other Retirement

Directors’  and benefits Discretionary short term scheme
fees in kind bonuses benefits contributions Total
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000
- 187 14 22 11 234
- 317 135 17 19 488
- 504 149 39 30 722

R Indicates Management Committee member. The Management Committee, as distinct from the Board of

Directors, have exclusive authority with respect to the management of the business of the Corporation. No

Director or officer of the Corporation shall have authority to act for, or assume any obligation or

responsibility on behalf of the Corporation without the prior written approval of the Management

Committee. The Management Committee is also wholly responsible for the operations of the Limited

Partnership.

“##”  Indicates Management Committee member and Director.
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8 INDIVIDUALS WITH HIGHEST EMOLUMENTS

For the years ended December 31, 2012, 2013 and 2014, of the five individuals which the highest emoluments, one,
two and two, respectively, are directors whose emoluments are disclosed in note 7. The aggregate of the emoluments in

respect of the other individuals are as follows:

Salaries and other emoluments
Termination benefits
Discretionary bonuses

Other short term benefits
Retirement scheme contributions

For the year

For the year

For the year

ended ended ended
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000

743 673 549

237 245 -

1,590 78 50

44 54 24

57 20 20

2,671 1,070 643
I I I

The emoluments of the other individuals with the highest emoluments are within the following bands:

HKD 1,000,001 to HKD 2,000,000
HKD 2,000,001 to HKD 3,000,000
HKD 3,000,001 to HKD 5,000,000
Above HKD 5,000,001

For the year
ended
December 31,
2012

Number of
individuals

For the year
ended
December 31,
2013

Number of
individuals

For the year
ended
December 31,
2014

Number of
individuals

During the Relevant Periods, no emoluments were paid by the Target to the five highest paid individuals as an

inducement to join or upon joining the Target or as compensation for loss of office.

9 LOSS ATTRIBUTABLE TO OWNERS OF THE CORPORATION

The loss attributable to owners of the Corporation includes a loss of USD232,000, USD37,000 and USD62,000, for
each of the years ended December 31, 2012, 2013 and 2014, respectively, which has been dealt with in the Financial

Information.

10 EARNINGS (LOSS) PER SHARE

Earnings (loss) per share information is not presented as its inclusion, for the purpose of this report, is not

considered meaningful due to the preparation of the results of the Target for the Relevant Periods on a basis disclosed in

note 2(a).
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11 RESTRICTED CASH

As at As at As at

December 31, December 31, December 31,

2012 2013 2014

USD’000 USD’000 USD’000

Cash secured letters of credit 27,884 26,973 25,523
Cash held as a deposit for line of credit 500 500 500
Total 28,384 27,473 26,023
I I I

Cash secured letters of credit have been provided to the Alberta Government for security to cover anticipated costs

of reclamation for the Corporation’s mining areas, processing facilities and surrounding infrastructure (see note 19).

12 PROPERTY, PLANT AND EQUIPMENT, NET

Capitalized
production
Land and Plant and Mineral stripping ~ Construction
buildings equipment assets costs in progress Total
UsD’000 UsD’000 USD’000 USD’000 USD’000 UsD’000

Cost:
At January 1, 2012 - - - - - -
Acquired in business combination 18,737 222,785 961,794 - 2,540 1,205,856
Additions 784 7,132 2,236 45,013 3,029 58,194
Reclamation provision change in

estimate - - 9,400 - - 9,400
Disposals - (320) (391) - - (711)
At December 31, 2012 19,521 229,597 973,039 45,013 5,569 1,272,739
At January 1, 2013 19,521 229,597 973,039 45,013 5,569 1,272,739
Additions 837 1,406 1,395 36,487 21,839 61,964
Reclassification between assets - 48 (48) - - -
Reclamation provision change in

estimate - - (2,398) - - (2,398)
Impairment (4,194) (45,861) (214,945) - - (265,000)
Disposals - (2,230) - - - (2,230)
At December 31, 2013 16,164 182,960 757,043 81,500 27,408 1,065,075
At January 1, 2014 16,164 182,960 757,043 81,500 27,408 1,065,075
Additions 886 12,519 14,795 24,683 (22,641) 30,242
Reclassification between assets - (21) 21 - - -
Reclamation provision change in

estimate - - 2,157 - - 2,157
Disposals - (1,442) - - - (1,442)
Impairment (8,538) (87,737) (458,116) - - (554,391)
At December 31, 2014 8,512 106,279 315,900 106,183 4,767 541,641
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Accumulated depreciation:

At March 1, 2012
Charge for the year

At December 31, 2012

At January 1, 2013
Charge for the year

At December 31, 2013

At January 1, 2014
Charge for the year

At December 31, 2014

Net book value:

At December 31, 2012

At December 31, 2013

At December 31, 2014

Capitalized
production
Land and Plant and Mineral stripping  Construction
buildings equipment assets costs in progress Total
USD’000 USD’000 USD’000 USD’000 USD’000 USD’000
(1,105) (20,345) (20,424) (8,179) - (50,053)
(1,105) (20,345) (20,424) (8,179) - (50,053)
(1,105) (20,345) (20,424) (8,179) - (50,053)
(1,367) (20,623) (20,825) (12,753) - (55,568)
(2,472) (40,968) (41,249) (20,932) - (105,621)
(2,472) (40,968) (41,249) (20,932) - (105,021)
(1,066) (14,722) (13,546) (28,080) - (57,414)
(3,538) (55,690) (54,795) (49,012) - (163,035)
18,416 209,252 952,615 36,834 5,569 1,222,686

13,692 141,992 715,794 60,568 27,408 959,454

4,974 50,589 261,105 57,171 4,767 378,606

At December 31, 2012, 2013 and 2014, USD5,569,000, USD27,408,000 and USD4,767,000 respectively, was
capitalized for plant and equipment and mineral assets that were not in use during the year. No depreciation was taken on

these assets.

All of the property, plant and equipment, excluding equipment under finance lease and the apartment complex

under mortgage has been pledged as security to CMBC on the senior credit facility.
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Plant and equipment under finance lease:

Plant and equipment includes the following amounts where the Corporation is a lessee under finance

leases:
As at As at As at
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
Cost 125,178 126,218 126,218
Accumulated impairment loss - (20,661) (63,282)
Accumulated depreciation (29,402) (38,141) (43,562)
Net book value 95,776 67,416 19,374
e——] I e——]

Impairment losses:

Impairment losses of USD265,000,000 and USD554,391,000 were recognized during the years ended
December 31, 2013 and 2014, respectively. These impairment losses were allocated to the non-financial assets
proportionately based on the pre-impairment carrying amounts of each non-financial asset.

At December 31, 2013, continuous losses and negative cash flows, compounded by falling coal prices were

considered significant triggering events to require an impairment test.

At June 30, 2014, Winsway announced its intention to divest all or a portion of its holdings in the Limited
Partnership. As a result of this announcement, the Corporation performed an impairment test in light of potential
changes to ownership which could have a significant impact on the operations.

At December 31, 2014, an executed SPA with conditions had been signed, indicating further impairment.

The December 31, 2014 impairment model used a market transaction approach based upon the terms and
conditions present in the signed SPA. The recoverable value from the market transaction approach of
USD328,298,000 was then compared to the results of a discounted cash flow model which substantiated the results
of the market transaction approach. Inputs into the market transaction approach included; consideration to be paid
of USD2 (ascribing nominal value to the marketing rights and the buy back rights noted in the SPA); the fair value
of the net working capital (approximated by carrying value); and the fair value of the long term debt was calculated
using a market comparable interest rate of approximately 12%. This interest rate was based on a market long term
lending rate for companies in similar liquidity positions as the Corporation (refer to note 23). This methodology
has been categorized as level 2 in the fair value hierarchy.

As at December 31, 2013, the Corporation determined the recoverable amount based on the fair value less
costs of disposal basis. The fair value less costs of disposal was calculated using a discounted cash flow
methodology taking account of assumptions that would be made by market participants and have been categorized
as level 3 in the fair value hierarchy.

Cash flow projections are based on life of mine plans and exploration potential. In 2013, cash flows cover
periods to the end of 2047. For the 2014 tests, the cash flows cover periods to the end of 2055 and incorporate
proven plus probable reserves. Given the nature of expected future cash flows used to determine the recoverable
amounts, a material change could occur as the cash flows are significantly affected by the key assumptions

described below.
Coal price assumptions are based on the median of forecasted prices of coal in Canada sourced from a

number of reputable investment banks and independent commodity market and research analysts. These prices

were adjusted to arrive at appropriate consistent price assumptions for the different qualities and type of coal.
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Reserves and resources — future mineral production is included in projected cash flows based on mineral
reserve and resources estimates and exploration and evaluation work, undertaken by appropriately qualified
persons. These estimates are based upon commodity price assumptions at or below the commodity prices noted in
the table below.

Operating costs and capital expenditures are based on life of mine plans and internal management
forecasts. Cost estimates incorporate past experience, current operating costs, the nature of each mine site and area
of development and the risks associated with each mine site and area of development. Future capital expenditures
are based on management’s best estimate of expected future capital requirements, which are generally for the
extraction and processing of existing reserves and resources. All committed and anticipated capital expenditures
based on future cost estimates have been included in the projected cash flows.

Discount rates used are based on the estimated after-tax discount rate for a mining industry peer group and
are calculated with reference to current market information. Adjustments to the rate are made for any risks that are
not reflected in the underlying cash flows. The after-tax discount rate takes into account both debt and equity,
weighted based on the ratio of debt to equity. The cost of equity is derived from the required return on similar
coking coal companies. The cost of debt is based on the market long-term lending rate and the borrowing cost of
interest-bearing borrowings of the Limited Partnership that reflect its credit rating.

December 31, 2013

Recoverable amount, net of disposal costs USD876,411
Coal prices e USD120 to USD172 for hard coking coal
— one to five years
e USDG66 for thermal coal

Coal prices e USD175 to USD202 for hard coking coal
— beyond five years
* USDG66 for thermal coal

Cash flow period 2014 to 2047

Discount rates 8.5%
13 CASH

As at As at As at
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
Cash at banks and on hand 860 3,723 -
Bank overdraft - - (837)
Total 860 3,723 (837)
I I I

Cash at banks earns interest at floating rates based on daily bank deposit rates.
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14 TRADE AND OTHER RECEIVABLES

Trade receivables
Other receivables

Total

As at As at As at
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
3,388 8,220 1,250

1,939 1,293 558

5,327 9,513 1,808
I I I

No allowance for impairment has been recorded in respect of trade and other receivables as all amounts remain

current.

15 INVENTORIES

Coal inventory
Materials and supplies

Total

As at As at As at
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
47,258 18,345 17,809

10,063 11,542 10,860

57,321 29,887 28,669
I I I

Materials inventory consists of parts, supplies and consumables, and is valued at the lower of weighted average cost

and net realizable value. The Corporation maintains an inventory of parts and supplies for day to day maintenance and

operations.

During the years ended December 31, 2012, 2013 and 2014, impairment (reversal of impairment) of inventories to
net realizable value were USD14,864,000, (USD18,153,000) and USD4,797,000, respectively.

At December 31, 2012, 2013 and 2014, depreciation and depletion of USD8,287,000, USD3,675,000 and

USD3,427,000, has been included in ending inventory, respectively.

During the years ended December 31, 2012, 2013 and 2014, depreciation and depletion of (USD4,780,000),
USD5,891,000 and USD514,000, respectively, was expensed for changes in capitalized depreciation/depletion in the cost

of inventory.

16 ACCOUNTS PAYABLE AND ACCRUED LIABILITIES

Trade payables
Accrued liabilities

Net book value
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As at As at As at
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
7,025 8,078 1,006

15,212 13,641 15,113

22,237 21,719 16,119
I I I
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17 BRIDGE LOAN

On September 6, 2014, and in conjunction with the Proposed Transaction, UP, the Limited Partnership, Marubeni
and Winsway executed a Bridge Loan Agreement; and, subsequently on December 17, 2014, executed an Amended and
Restated Bridge Loan Agreement (collectively, the “Bridge Loan”). The Bridge Loan provides the Limited Partnership up
to USDS50 million of available advances for the purpose of meeting day-to-day operational requirements of the mine. Under
the terms of the Bridge Loan, the first USD10 million of borrowed funds will accrue interest at an annual rate of 18%, while
borrowed funds in excess of the first USD 10 million, and up to the maximum limit of USD50 million will accrue interest an
at annual rate of 7%. Accrued and unpaid interest of USD598,000 at December 31, 2014 is included in accounts payable and

accrued liabilities.

As of December 31, 2014, an aggregate of USD 14,000,000 had been advanced to the Limited Partnership under the
Bridge Loan. Subsequent to December 31, 2014 to June 22, 2015, a further USD22,211,000 has been advanced to the
Limited Partnership.

Should the Proposed Transaction successfully close, existing amounts under the Bridge Loan and future advances
provided by UP or a new investor will be converted to capital in the Limited Partnership. Should the transaction not be
successfully completed, existing advances (and accrued interest) will be repayable by the Limited Partnership to UP and
USD410 million will become due on demand to CMBC.

18 LONG TERM DEBT

As at As at As at

Effective December 31, December 31, December 31,

interest rate 2012 2013 2014

USD’000 USD’000 USD’000

Facility A 5.74% 330,000 330,000 330,000
Facility B 5.74% 50,000 50,000 50,000
Facility C 5.74% 10,000 30,000 30,000
Mortgage 4.25% 2,273 2,047 1,802
Capitalized transaction costs (7,087) (5,113) (4,048)
Total 385,186 406,934 407,754
I I I

Current portion 25,084 57,582 407,754
Long term portion 360,102 349,352 -
Total 385,186 406,934 407,754
I I I

Facility A USD330,000,000 at LIBOR plus 4.5% net of arrangement fees of USD16,200,000 which is being

amortized into profit or loss over the term of the loan ending in December 2022; Facility B USD50,000,000 and Facility C
for USD30,000,000 both at LIBOR plus 4.5%. A 1% monitoring fee is charged on each of the Facilities.

All facilities were entered into with the Limited Partnership on March 1, 2012 and are with one lender and are
secured by all of the present and after acquired mining assets, excluding property secured by the mortgage noted below and
equipment under finance lease. The terms of the facility prohibit the distribution of funds to the Partners of the LP until the

facility is repaid.

The Corporation is required to use commercially reasonable endeavours to control Monthly Mine Site Management
Costs to not exceed Canadian dollar (“CAD”) 2,650,000. The Monthly Mine Site Management Costs are defined as the
monthly average of Management Cost with respect to the Mine by reference to the three month period immediately

preceding a Facility A repayment date.
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In conjunction with the Proposed Transaction the Fourth Amendment Deed, executed on October 1, 2014, also
included the following terms and conditions:

. The SPA with UP shall be signed within 45 days of the date of the agreement, The SPA was signed
November 14, 2014.

. The Corporation must use reasonable endeavours to procure New Investors (see note 1(b)) and Winsway,
each in proportion to their respective percentage of partnership interest in the LP, make additional annual
capital contributions commencing December 2015 through to December 2021. Capital contribution
amounts are defined and vary from USD8.5 million to USD45 million for a total of USD120 million. Any
capital contribution requirements that are not met in accordance with the amount and timeline set out in the
Fourth Amendment Deed will constitute an event of default.

. Facility A repayment dates have been deferred from previously scheduled repayment dates in 2014, 2015
and 2016 re-commencing September 2017 with the final payment in September 2022.

. Facility B minimum repayments and repayment dates have been established, starting in March, 2020 with
the final payment in September 2022.

. Facility C repayment dates have been deferred from previously scheduled repayment dates in 2014, 2015
and 2016 re-commencing in September 2017 with the final payment in September 2022.

. Annual USD600,000 Handling Fee for Facility C starting in 2015 through to 2022 to be paid in full in 2022.

In the event the Proposed Transaction is terminated for any reason, other than its successful completion, the
termination will be an event of default under each facility and the amounts outstanding will be due on demand. As the
successful completion is subject to the approval of UP shareholders, which is uncertain, the Company has classified the
facility as current.

HSBC demand mortgage at 4.25% was secured by a staff housing apartment complex in Grande Cache with a net
book value of USD3,201,000, USD2,144,000 and USD644,000 at December 31, 2012, 2013 and 2014, respectively. The
mortgage term runs to 2031, however the full amount has been included in current liabilities due to the demand nature of the
loan.

19 RESTORATION PROVISION

The restoration provision is determined by discounting expected future cash outflows at a risk-free rate with
estimated cash flows that reflect the risk of the liability. This provision is reviewed at the end of each reporting period and
adjusted to reflect the current best estimate of the amount and timing of cash flows. Actual restoration costs will ultimately
depend upon future market prices for the necessary decommissioning works required which will reflect market conditions
at the relevant time. The timing of restoration is likely to depend on when the mines cease to produce at economically viable
rates. This, in turn, will depend upon future coal prices, which are inherently uncertain.

At December 31, 2012, 2013 and 2014, the Corporation has estimated the total future undiscounted liability of
USD33,209, USD36,012 and USD35,228, respectively. At December 31, 2012, 2013 and 2014, the liability was determined
using an inflation rate of 2%, 2% and 2%, respectively, with expenditures estimated between 1 year and 16 years at discount
rates ranging from 1.00% to 2.27%, 1.00% to 3.09% and 1.00% to 2.22%, respectively.

The following table reconciles the Corporation’s restoration provision:

2012 2013 2014

USD’000 USD’000 USD’000

Balance, beginning of year 20,596 28,772 27,064
Change in discount rate 1,857 (2,517) 1,932
Change in cash flow estimates 7,543 119 225
Settlements during the year (1,552) - -
Unwinding of restoration provision 328 690 394
Balance, end of year 28,772 27,064 29,615
I I I

Current portion - - 2,229
Long term portion 28,772 27,064 27,386

An estimated USD2,229,000 is planned to be settled during fiscal 2015 and an estimated USDnil is planned to be
settled during fiscal 2016.
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20

FINANCE LEASE OBLIGATIONS

The Corporation has certain mining equipment under finance lease agreements. The finance leases are denominated

in US dollars at interest rates up to a maximum of 6.5% per annum, expire by fiscal 2016 and are secured by the related

assets.

21

The following table reconciles the Corporation’s finance lease obligations:

Minimum lease payments

Present value of minimum lease payments

December 31,  December 31, December 31, December 31, December 31, December 31,
2012 2013 2014 2012 2013 2014
Amounts payable under finance leases
Less than one year 18,619 16,565 15,682 15,959 14,842 14,726
Between one and five years 41,545 25,861 10,134 38,714 24,753 9,986
More than five years - - - - - -
Future interest expense (5,491) (2,831) (1,104) - - -
Lease payables 54,673 39,595 24,712 54,673 39,595 24,712
Less current portion 15,959 14,842 14,726
Long term portion of finance lease
obligations 38,714 24,753 9,986
SHARE CAPITAL
As at As at As at
December 31, December 31, December 31,
2012 2013 2014
Authorized share capital
Unlimited number of common voting shares
Unlimited number of preferred shares
Common shares, issued and outstanding, fully paid,
non-assessable
Balance, beginning of year 10 690,777,290 690,777,290
Shares issued 690,777,280 - -
Balance, end of year 690,777,290 690,777,290 690,777,290
I I I
As at As at As at
December 31, December 31, December 31,
2012 2013 2014
USD’000 USD’000 USD’000
Share Capital
Balance, beginning of year 10 4,023 4,023
Issue of common shares 700,655 - -
Contributed surplus 15,237 - -
Distribution of Limited Partnership Interest to Partners (711,879) - -
Balance, end of year 4,023 4,023 4,023
I I I

As described in note 1(a), the Corporation was incorporated on September 19, 2011 with an initial share capital of
USD10,000. On March 1, 2012, the Corporation acquired all of the issued and outstanding common shares of the Former
GCC. Post-closing transactions costs contributed to capital consist of transaction costs paid by the shareholders on behalf
of 1629835 Alberta Ltd. and the Limited Partnership.
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The Corporation is the General Partner of the Limited Partnership with a 0.01% interest.

Under a Management Services Agreement and the Limited Partnership Agreement, the Corporation provides

executive level management services, employee services and contractor services as required by the Limited Partnership.

The Partners own a 99.99% interest in the Limited Partnership, owned 59.994% by Winsway and 39.996% by

Marubeni which represent non-controlling interest.

Limited Partnership Capital — Non-controlling interest

December 31, December 31, December 31,

2012 2013 2014

USD’000 USD’000 USD’000

Balance, beginning of year - 799,183 426,121
Distribution of Limited Partnership interests 700,655 - -
Contributed surplus 11,224 - 100,000

Net (loss) income attributable to non-controlling

interests 87,304 (373,062) (624,210)
Balance, end of year 799,183 426,121 (98,089)
I I I

The terms of the Limited Partnership Agreement provide for additional capital contributions by the Limited
Partners on a basis proportionate with their interests. No further Limited Partnership Interest is issued to the

Limited Partners on the capital contributions and the General Partner’s Interest remains at 0.01%.

On January 1, 2014, the Partners converted USD100,000,000 of related party pre-payments to additional
capital contributions to the Limited Partnership. The contribution of capital was completed in proportion to the
Partnership Interests held by the Partners resulted in no changes in partnership interest. The related party
pre-payments were advances from the Partners for future coal sales and are disclosed on the statement of financial

position as pre-payments from related parties.

22 CAPITAL MANAGEMENT

The Corporation’s objective is to maintain a capital structure that will sustain ongoing operations. The capital
structure, as disclosed on the statement of financial position, consists of cash and cash equivalents, debt and Shareholders’

equity.

As part of capital management, the Corporation prepares an annual capital expenditures budget and where there is
risk of not meeting financial targets, additional financing was obtained from the Partners in the form of related party
pre-payments to September, 2014. In accordance with the terms of the Bridge Loan, UP has been financing, and is expected
to continue financing, the Corporation on behalf of the current Partners under the Bridge Loan until completion of the
Proposed Transaction. Refinancing of existing debt, including deferral of principal repayments, as well as through the
ongoing management of operations, specifically capital and expenditures are also options. Other means at the Corporation’s
disposal include suspending some or all of the mining operations and/or by disposing of assets, subject to the lender’s

consent.

The Corporation has been carefully monitoring near term cash flow and has communicated closely with the

Partners, UP and the lenders to sustain ongoing operations.
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23 FINANCIAL INSTRUMENTS

The Corporation has identified all financial instruments that are recognized in the financial statements and has

presented the financial instruments by classification in the table below.

Financial instrument

Bank overdraft/Cash

Restricted cash

Trade and other receivables

Accounts payable and accrued liabilities
Bridge loan

Pre-payments from related parties

Long term debt

Amounts due to related companies

(a) Financial instruments hierarchy

Classification

Loans and receivables

Loans and receivables

Loans and receivables

Other financial liabilities

Other financial liabilities

Other financial liabilities

Other financial liabilities

Other financial liabilities

In estimating fair value, the Corporation utilizes quoted market prices when available. Financial assets and

liabilities are classified in the fair value hierarchy according to the lowest level of input that is significant to the fair

value measurement. Assessment of the significance of a particular input to the fair value measurement requires

judgment and may affect placement within the fair value hierarchy levels. The different levels have been defined as

follows:

. Level 1: quoted prices (unadjusted) in active markets for identical assets or liabilities.

. Level 2: inputs other than quoted prices included in Level 1 that are observable for the asset or

liability, either directly (i.e., as prices) or indirectly (i.e., derived from prices).

. Level 3: inputs for the asset or liability that is not based on observable market data (unobservable

inputs).

The hierarchy of the LP’s financial instruments measured at fair value is as follows:

Financial assets and liabilities

Cash and cash equivalents

Restricted cash