APPENDIX I — ACCOUNTANTS’ REPORT

The following is the text of a report, prepared for the purpose of incorporation in this
prospectus, received from the Company’s reporting accountants, KPMG, Certified Public
Accountants, Hong Kong.

8th Floor
Prince’s Building

10 Chater Road
Central
Hong Kong

27 September 2010

The Directors
Winsway Coking Coal Holdings Limited

Deutsche Bank AG, Hong Kong Branch
Goldman Sachs (Asia) L.L.C.

Dear Sirs,
INTRODUCTION

We set out below our report on the financial information relating to Winsway Coking Coal
Holdings Limited (formerly known as “China Bestcway Resources Holdings Limited”/*“China Bestway
Resources Holdings Limited”, the “Company”) and its subsidiaries (hereinafter collectively referred to
as the “Group”) including the combined income statements, the combined statements of
comprehensive income, the combined statements of changes in equity and the combined cash flow
statements of the Group, for each of the years ended 31 December 2007, 2008, 2009 and the six
months ended 30 June 2010 (the “Relevant Period”), and the combined balance sheets of the Group as
at 31 December 2007, 2008 and 2009 and 30 June 2010, together with the notes thereto (the “Financial
Information”), for inclusion in the prospectus of the Company dated 27 September 2010 (the
“Prospectus”).

The Company was incorporated in the British Virgin Islands on 17 September 2007 with
limited liability under the Business Companies Act of the British Virgin Islands (2004). Pursuant to a
group reorganisation completed on 9 August 2010 (the “Reorganisation”) as detailed in the section
headed “History, Reorganisation and Group Structure” in the Prospectus, the Company became the
holding company of the companies now comprising the Group, details of which are set out in Section
A below.

As at the date of this report, no audited financial statements have been prepared for the
following companies, as they either have not carried on any business since their respective dates of
incorporation, or are investment holding companies and not subject to statutory audit requirements
under the relevant rules and regulations in the jurisdiction of incorporation.
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Name of company

Reach Goal Management Ltd.

Winsway Coking Coal (HK) Holdings Limited

Winsway Australia Pty. Ltd.

Winsway Coking Coal Logistics Co., Limited

Winsway Resources Holdings Private Limited

Cheer Top Enterprises Limited

Color Future International Limited

Royce Petrochemicals Limited

Lucky Colour Limited

King Resources Holdings Limited

Yingkou Haotong Mining Co., Ltd.! (B DS E iR E A R )

Manzhouli Haotong Energy Co., Ltd.! (I ¥l 5 %4 e I A PR 7))

Suifenhe Winsway Resources Co., Ltd.! (825 n /K Wi E J5A7 BR 23 W)

Baotou Mandula Winsway Energy Co., Ltd.! (.88 i i #0127k M R I A FR 22 )
Ulangab Haotong Energy Co., Ltd.! (5 BI%& A i i 4 RE VR AT BREAT A 7))

Longkou Winsway Energy Co., Ltd.! (HE 1 7T K I RE VA BR A 7))

Winsway Mongolian Transportation Pte. Ltd.

Erlianhaote Ruyi Winsway Logistics Co., Ltd.! (—- % 45 81 2 K B4 i A FR AT 20 )
Ejina Qi Ruyi Winsway Energy Co., Ltd.! (RH 445 41 5K B RE YR AT BR 2 7))

Asia Eagle Development Limited

Chongging Huize Petrochemicals Co., Ltd.! (B FEE £ il b LA PR /)

Global Luck International Ltd.

MonChallenge Investment Ltd.

MonCrown Investment Ltd.

Nantong Shengtong Energy Co., Ltd.! (F4 48 248 RE IR AT FL 2 7l)

Qinhuangdao Lanyu Trading Co., Ltd.! (5 & 58 5% 5 A R A 7))

Qinhuangdao Yuecheng Petrochemicals Co., Ltd.! (F & A At TAHBRA )
Shanxi Dingshun Import Export Trading Co., Ltd.! (LI P4 S JIEZE H B o B ]

All companies now comprising the Group have adopted 31 December as their financial year end
date. Details of the companies comprising the Group that are subject to audit during the Relevant Period
and the names of the respective auditors are set out in Note 38 of Section C. The statutory financial
statements of these companies were prepared in accordance with the relevant accounting rules and
regulations applicable to entities in the countries in which they were incorporated and/or established.

The directors of the Company have prepared the combined financial statements of the Group
for the Relevant Period in accordance with the basis of preparation set out in Section A below and the
accounting policies set out in Section C below (the “Underlying Financial Statements”). The
Underlying Financial Statements for each of the years ended 31 December 2007, 2008 and 2009 and
the six months ended 30 June 2010 were audited by us in accordance with Hong Kong Standards on
Auditing issued by the Hong Kong Institute of Certified Public Accountants (“HKICPA”).

! The English translations of the names are for reference only. The official names of these entities are in Chinese.
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The Financial Information has been prepared by the directors of the Company based on the
Underlying Financial Statements, with no adjustments made thereon and in accordance with the
applicable disclosure provisions of the Hong Kong Companies Ordinance and the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”).

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND REPORTING ACCOUNTANTS

The directors of the Company are responsible for the preparation and true and fair presentation
of the Financial Information in accordance with International Financial Reporting Standards (“IFRSs”)
issued by the International Accounting Standards Board (“IASB”), the disclosure requirements of the
Hong Kong Companies Ordinance and the applicable disclosure provisions of the Listing Rules. This
responsibility includes designing, implementing and maintaining internal control relevant to the
preparation and the true and fair presentation of the Financial Information that is free from material
misstatement, whether due to fraud or error; selecting and applying appropriate accounting policies;
and making accounting estimates that are reasonable in the circumstances.

Our responsibility is to form an opinion on the Financial Information based on our procedures.

BASIS OF OPINION

As a basis for forming an opinion on the Financial Information, for the purpose of this report,
we have examined the Underlying Financial Statements and have carried out such appropriate
procedures as we considered necessary in accordance with Auditing Guideline “Prospectuses and the
Reporting Accountant” (Statement 3.340) issued by the HKICPA.

We have not audited any financial statements of the Company, its subsidiaries or the Group in
respect of any period subsequent to 30 June 2010.

OPINION

In our opinion, for the purpose of this report, the Financial Information, on the basis of
preparation set out in Section A below and in accordance with the accounting policies set out in
Section C below, gives a true and fair view of the Group’s combined results and cash flows for the
Relevant Period, and the state of affairs of the Group as at 31 December 2007, 2008 and 2009 and
30 June 2010.

CORRESPONDING FINANCIAL INFORMATION

For the purpose of this report, we have also reviewed the unaudited corresponding interim
financial information of the Group comprising the combined income statement, the combined
statement of comprehensive income, the combined statement of changes in equity and the combined
cash flow statement for the six months ended 30 June 2009, together with the notes thereon (the
“Corresponding Financial Information™), for which the directors are responsible, in accordance with
Hong Kong Standard on Review Engagements 2410 ‘“Review of Interim Financial Information
Performed by the Independent Auditor of the Entity” issued by the HKICPA.

The directors of the Company are responsible for the preparation of the Corresponding
Financial Information in accordance with the same basis adopted in respect of the Financial
Information. Our responsibility is to express a conclusion on the Corresponding Financial Information
based on our review.
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A review consists of making enquiries, primarily of persons responsible for financial and

accounting matters, and applying analytical and other review procedures. A review is substantially less
in scope than an audit conducted in accordance with Hong Kong Standards on Auditing and
consequently does not enable us to obtain assurance that we would become aware of all significant
matters that might be identified in an audit. Accordingly, we do not express an audit opinion on the
Corresponding Financial Information.

Based on our review, for the purpose of this report, nothing has come to our attention that

causes us to believe that the Corresponding Financial Information is not prepared, in all material
respects, in accordance with the same basis adopted in respect of the Financial Information.

A

BASIS OF PREPARATION

The Company was incorporated in the British Virgin Islands on 17 September 2007. At the date
of incorporation, the Company was named as “China Bestcway Resources Holdings Limited”.
The name of the Company was subsequently changed to “China Bestway Resources Holdings
Limited” and “Winsway Coking Coal Holdings Limited” on 28 January 2008 and 29 July 2009
respectively. Pursuant to the Reorganisation completed on 9 August 2010, the Company
became the holding company of the companies now comprising the Group. The companies
taking part in the Reorganisation were controlled by the same ultimate equity shareholder,
namely Mr Wang Xing Chun (referred to as the “Controlling Shareholder”) during the Relevant
Period.

Because the companies now comprising the Group were controlled by the Controlling
Shareholder before and after the Reorganisation and, consequently there was a continuation of
the risks and benefits to the Controlling Shareholder, the Financial Information has been
prepared using the merger basis of accounting as if the Group has always been in existence.
The net assets of the combining companies are combined using the book values from the
Controlling Shareholder’s perspective. The interests of equity shareholders other than the
Controlling Shareholder in the combining companies have been presented as non-controlling
interests in the Group’s Financial Information.

The combined income statements, the combined statements of comprehensive income, the
combined statements of changes in equity and the combined cash flow statements of the Group
for the Relevant Period include the results of operations of the companies now comprising the
Group as if the current group structure had been in existence and remained unchanged
throughout the Relevant Period, or since the dates of their incorporation/establishment where
this is a shorter period. The combined balance sheets of the Group as at 31 December 2007,
2008 and 2009 and 30 June 2010 have been prepared to present the combined assets and
liabilities of the companies now comprising the Group as at the respective dates. All material
intra-group transactions and balances have been eliminated on combination.

-4



APPENDIX I — ACCOUNTANTS’ REPORT

At the date of this report, the Company had direct or indirect interests in the following
subsidiaries, all of which are private companies, particulars of which are set out below:

Name of company

Date and place of
incorporation/
establishment

Issued and fully
paid up capital

Equity
attributable to

the equity
shareholders of Principal
the Company

activities

Lucky Colour Limited
(“Lucky Colour”)

Reach Goal Management
Ltd.
(“Reach Goal”)

Winsway Coking Coal
(HK) Holdings Limited
(“Winsway Coking Coal
Holdings (HK)”)

Winsway Australia Pty.
Ltd. (“Winsway
Australia”)

Winsway Coking Coal
Logistics Co., Limited
(“Winsway Logistics™)
Winsway Coking Coal
(Macao Commercial
Offshore) Limited

Winsway Resources
Holdings Private Limited
(“Winsway Singapore’)

Winsway Mongolian
Transportation Pte. Ltd.
(“Winsway Mongolian
Transportation™)

Beijing Winsway
Investment Management
Co., Ltd. (ALmtk s
AR R (“Beijing
Winsway”)! (formerly
known as “Beijing Bright
Petroleum & Chemicals
Import & Export Co.,
Ltd.”) (Rt ki AL
N O AR F) (“Beijing
Bright”)

Cheer Top Enterprises
Limited (“Cheer Top”)

Color Future International
Limited (“Color Future”)

Urad Zhongqi Yiteng
Mining Co., Ltd.
(SHIRF PR e
AT IR ITAT A 7))
(“Yiteng”)!

11 March 2008

British Virgin Islands

(“BVI”)

2 January 2009
BVI

23 October 2009
Hong Kong

9 November 2009
Commonwealth of

Australia (“Australia”)

22 December 2009
Hong Kong

2 August 2010
Macau

31 December 2009
The Republic of
Singapore
(“Singapore”)

10 May 2010
Singapore

6 November 1995

The People’s Republic

of China (“PRC”)

5 January 2005
BVI

5 January 2005
BVI

7 September 2005
PRC

US$1

United States dollars
(“US$”) 21,770,001

US$31,312,613

Australian dollars
(“AUD”) 492,994

US$100,000

Macau Pataca
(“MOP$”) 100,000

Singapore dollars
(“SGD”) 1,000,000

SGD10

US$34,303,911

US$27,412,612

US$21,770,001

Renminbi (“RMB”)
210,000,000

Direct

100%

100%

100%

100%

100%

100%

100%

90%

Indirect

100%

100%

100%

100%

Investment holding

Investment holding

Investment holding

Consulting service

Dormant

Bookkeeping service

Trading of coals

Dormant

Investment holding

Investment holding

Trading of coals

Processing and trading of
coals
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Equity
attributable to
Date and place of the equity
incorporation/ Issued and fully shareholders of Principal
Name of company establishment paid up capital the Company activities
Direct Indirect
Royce Petrochemicals 28 October 2005 US$3,900,001 - 100%  Investment holding
Limited (“Royce BVI
Petrochemicals™)
Inner Mongolia Haotong 18 November 2005 RMB350,000,000 - 100%  Trading of coals
Energy Joint Stock Co., PRC
Ltd. (M5
REUR IR A PR 7)) (“Inner
Mongolia Haotong”)!
Erlianhaote Haotong 18 January 2007 RMB95,370,000 - 51% Trading of coals
Energy Co., Ltd. PRC
(AR R A FR S )
(“Erlianhaote Haotong™)!
Ejina Qi Haotong Energy 19 May 2008 RMB80,000,000 - 100%  Processing and trading of
Co., Ltd. PRC coals
(R AN BT AR TR PR )
(“Ejinaqi Haotong”)!
East Wuzhumugin Qi 29 July 2008 RMB10,000,000 - 100%  Trading of coals
Haotong Energy Co., Ltd. PRC
CR R ERRBHD T E
REVRAT PR ) (“East
Wuzhumugin Qi
Haotong™)!
Baotou-city Haotong 18 September 2008 RMB10,000,000 - 100%  Trading of coals
Energy Co., Ltd. PRC
(LI A RE VA R B4 )
(“Baotou Haotong™’)!
King Resources Holdings 2 January 2009 US$10,000 - 100%  Dormant
Limited (“King BVI
Resources™)
Nantong Haotong Energy 24 February 2009 RMB 120,000,000 - 100%  Trading of coals
Co., Ltd. PRC
(P W RETRA R W)
(“Nantong Haotong”)!
Yingkou Haotong Mining 16 November 2009 RMB70,000,000 - 100%  Trading of coals
Co., Ltd. PRC
(& P AT PR )
(“Yingkou Haotong™)!
Manzhouli Haotong 23 December 2009 RMB10,000,000 - 100%  Trading of coals
Energy Co., Ltd. PRC
(T A R 30208 R AT PR )
(“Manzhouli Haotong™)!
Suifenhe Winsway 24 December 2009 RMB10,000,000 - 100%  Trading of coals
Resources Co., Ltd. PRC
(RZZ5 K BRI AT PR 22 D)
(“‘Suifenhe Winsway”)!
Baotou Mandula Winsway 21 January 2010 RMB10,000,000 - 100%  Trading of coals

Energy Co., Ltd.
(L BE T s A1 A N
REIE A R FD)
(“Baotou Mandula™)!

PRC
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Equity
attributable to
Date and place of the equity
incorporation/ Issued and fully shareholders of Principal
Name of company establishment paid up capital the Company activities
Direct Indirect

Ulanqab Haotong Energy 2 March 2010
Co., Ltd. (SW%mHEE  PRC
REVEA IR ITAL 2 A))

(“Ulangab Haotong™)!

Longkou Winsway Energy 27 April 2010

Co., Ltd.

PRC

(HE 71 T K BERE EAT B2 F)
(“Longkou Winsway”)!

Erlianhaote Ruyi Winsway 14 May 2010
Logistics Co., Ltd. PRC
(R A A e

YA R

(140 7)

(“Erlianhaote Winsway
Logistics”)!

Ejina Qi Ruyi Winsway 30 June 2010
Energy Co., Ltd. PRC
(RIS 40 R 0 2 7 e

HEURA BRA )

(“Ejina Qi Winsway”)!

Urad Zhongqi Ruyi 14 July 2010
Haotong Energy Co., Ltd. PRC

(ki o

JHEAN 8 37 RE VR AT PR )
(“Urad Zhongqi
Haotong™)!

Bayannao’er City Ruyi 14 July 2010
Winsway Energy Co., Ltd. PRC

(U2 2 T L 258 e

TEAT R )

(“Bayannao’er Winsway”)!

Inner Mongolia Hutie 22 July 2010
Winsway Logistics Co., PRC

Ltd.

(s iR £7hike1 1Y)
(“Inner Mongolia Hutie
Winsway Logistics”)!

Xinjiang Winsway Energy 9 August 2010

Co., Ltd.

PRC

CHTRLK R RE IR A R 7])
(“Xinjiang Winsway”)!

1

RMB58,000,000

RMB 15,000,000

RMB20,000,000

RMB20,000,000

RMB20,000,000

RMB20,000,000

RMB30,000,000

RMB10,000,000

100%  Trading of coals

100%  Trading of coals

51% Logistics service
51% Logistics service
51% Logistics service
51% Logistics service
51% Logistics service

100%  Trading of coals

The English translations of the names are for reference only. The official names of these entities are in Chinese.
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COMBINED FINANCIAL INFORMATION

COMBINED INCOME STATEMENTS

Continuing operations

Turnover ....................
Costofsales .................

Gross profit .................
Otherrevenue ................
Distribution costs . ............
Administrative expenses . . ... ...
Other operating expenses, net . . . .

Profit from operating

activities . .................

Finance income ...............
Financecosts.................

Net finance income/(costs) ... ...

Profit before taxation .........
Incometax ..................

Profit from continuing

operations ................

Discontinued operations

Loss from discontinued operations
(net of income tax) ..........

Gain on sale of discontinued
operations (net of income

tAX) v

Profit for the year/period . . . ...

Attributable to:
Equity shareholders of the

Company ................
Non-controlling interests .. ...

Profit for the year/period . . . ...
Earnings per share (RMB) . . . ..

Total operations

—Basic ...,
—Diluted .......... ... .. ...

Continuing operations

—Basic ...
—Diluted ...................

Discontinued operations

—Basic ....... ...
—Diluted ...................

Six months ended

Section C Years ended 31 December 30 June
Note 2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

2 198,641 993,540 4,655,636 817,984 4,298,827
(159,553)  (552,837) (3,808,740)  (666,248)  (3,353,009)

39,088 440,703 846,896 151,736 945,818

444 6,166 7,844 2,366 12,792
(2,869)  (109,558)  (236,998)  (74,734) (126,411)
(13,774) (62,275) (91,623) (28,555) (114,561)
3 (729) (10,012) (643) (1,077) (9,698)
22,160 265,024 525,476 49,736 707,940

4(a) 3,790 4,480 6,205 1,264 7,773
4(a) (3,690) (3,331) (37,041) (11,020) (74,895)
100 1,149 (30,836) (9,756) (67,122)

4 22,260 266,173 494,640 39,980 640,818
5(a) 150 10,639 (62,008) 4,146 (111,910)
22,410 276,812 432,632 44,126 528,908

35 (11,260) (33,267) (8,148) (7,673) -
35 4,497 126 29,565 28,530 -
15,647 243,671 454,049 64,983 528,908

17,811 244,606 454,049 64,983 528,925
(2,164) (935) - - 17

15,647 243,671 454,049 64,983 528,908

9

0.009 0.119 0.220 0.032 0.241

0.009 0.119 0.220 0.032 0.231

0.012 0.135 0.210 0.021 0.241

0.012 0.135 0.210 0.021 0.231

(0.003) (0.016) 0.010 0.010 -

(0.003) (0.016) 0.010 0.010 -

The accompanying notes form part of the Financial Information. Details of dividends payable
for the Relevant Period are set out in Note 8.
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COMBINED STATEMENTS OF COMPREHENSIVE INCOME

Six months ended

Section C Years ended 31 December 30 June
Note 2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Profit for the year/period ...... 15,647 243,671 454,049 64,983 528,908
Other comprehensive income for
the year/period ............. 11
Exchange differences on
translation of financial
statements of overseas
subsidiaries (net of income
BAX) vt (5.911) (16,989) (2,112) (3,529) (8,832)
Total comprehensive income for
the year/period ............. 9,736 226,682 451,937 61,454 520,076
Attributable to:
Equity shareholders of the
Company ................ 11,900 227,617 451,937 61,454 520,093
Non-controlling interests . ... .. (2,164) (935) - - (17
Total comprehensive income for
the year/period ............. 9,736 226,682 451,937 61,454 520,076

The accompanying notes form part of the Financial Information.
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COMBINED BALANCE SHEETS

Section C At 31 December At 30 June
Note 2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000
Non-current assets
Property, plant and equipment, net . ........... 12 78,960 289,168 393,597 360,270
Construction in progress . . ... ............... 13 528 12,947 36,281 73,591
Lease prepayments ........................ 14 7,879 7,809 7,768 28,518
Intangible assets ............... ... ... ..... 15 2,053 632 66 -
Interest in jointly controlled entity ............ 16 - - - 314,068
Other investment in equity securities .......... 17 - - 14,400 25,350
Receivables under finance lease . ............. 18 41,027 26,372 - -
Deferred tax assets ........................ 28(b) 21,041 37,187 30,232 37,946
Total non-current assets . . ................. 151,488 374,115 482,344 839,743
Current assets
Inventories ............. ... ... 19 173,181 322,258 1,048,181 1,058,573
Trade and other receivables ................. 20 250,829 290,432 1,620,375 3,259,883
Receivables under finance lease .. ............ 18 25,578 26,483 - -
Restricted bank deposits .. .................. 21 11,500 296,938 565,762 671,958
Cash and cash equivalents .................. 22 37,999 99,141 244,167 542,023
Total current assets ...................... 499,087 1,035,252 3,478,485 5,532,437
Current liabilities
Secured bank and otherloans ................ 23 123,822 599,038 1,399,547 2,195,274
Current portion of convertible bonds .......... 24 - - - 13,921
Current portion of redeemable convertible
preferred shares . . ........... ... ... ... ... 25 - - - 14,261
Trade and other payables ................... 27 194,258 264,134 1,522,434 1,667,182
Income tax payable . ............ ... ... ..... 28(a) 21,168 9,471 31,442 79,792
Total current liabilities . . .................. 339,248 872,643 2,953,423 3,970,430
Netcurrentassets ........................ 159,839 162,609 525,062 1,562,007
Total assets less current liabilities . . ......... 311,327 536,724 1,007,406 2,401,750

The accompanying notes form part of the Financial Information.

I-10



APPENDIX I — ACCOUNTANTS’ REPORT

Section C At 31 December At 30 June
Note 2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000
Non-current liabilities
Convertiblebonds . ........................ 24 - - - 379,813
Redeemable convertible preferred shares . . ... .. 25 - - - 377,941
Deferred tax liabilities ..................... 28(b) 2,589 1,894 - -
Total non-current liabilities . .. ............. 2,589 1,894 - 757,754
Net Assets . . ..., 308,738 534,830 1,007,406 1,643,996
Capital and reserves
Share capital ............ ... ... ... ... 29(a) 278,909 356,009 356,009 424,285
Reserves ............oiiiiiiiiii... 30 29,132 178,821 651,397 1,215,808
Total equity attributable to equity
shareholders of the Company ............ 308,041 534,830 1,007,406 1,640,093
Non-controlling interests .................. 697 - - 3,903
Total Equity . . ........... .. .. ... ... ..... 308,738 534,830 1,007,406 1,643,996

The accompanying notes form part of the Financial Information.
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COMBINED CASH FLOW STATEMENTS

Operating activities

Profit for the year/period . .......

Adjustments for:

Depreciation .................
Impairment loss on buildings . ...

Amortisation of lease

prepayments . ..............

Amortisation of intangible

ASSELS . ...
Interestincome ...............
Interestexpense . ..............

Equity settled share-based

transactions . ...............

(Gain)/loss on disposal of
property, plant and

equipment .................
Gain on disposal of discontinued
operations .................

Foreign exchange (gain)/loss,

NEL .ot
Incometax ...................

Increase in inventories . .........
Decrease/(increase) in trade and
other receivables ............
(Decrease)/increase in trade and
other payables ..............
Income tax paid ...............

Net cash (used in)/generated

from operating activities . . . . .

Six months
Section C Years ended 31 December ended 30 June
Note 2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
15,647 243,671 454,049 64,983 528,908
16,791 23,914 50,028 24,606 21,175
- 4,815 - - -
74 70 41 20 290
1,356 1,421 566 365 66
(2,224) (11,142) (9,283) (3,297) 3,611)
6,778 23,391 43,041 17,515 74,895
- - - - 30,682
(3,898) 5,314 400 - 6,738
35 (4,497) (126) (29,565) (28,530) -
(5,677) (4,745) 1,179 488 (4,169)
5 966 (9,240) 61,962 4,192) 111,910
25,316 277,343 572,418 71,958 766,884
(143,388)  (149,077)  (804,129) (376,252) (10,392)
53,405 (23,310) (1,547,569) (1,232,139) (685,547)
(176,596) 40,887 1,502,425 1,416,218 (53,889)
(1,152) (19,298) (34,649) (3,807) (71,274)
(242,415) 126,545 (311,504) (124,022) (54,218)

The accompanying notes form part of the Financial Information.
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Investing activities

Payment for purchase of property, plant
and equipment and construction in
PrOZIESS . o v vv vt e e

Collection of receivables under finance
lease

Proceeds from sales of property, plant and
eqUIPMENt « .ot

Proceeds from disposal of discontinued
operations

Interest received

Increase in restricted bank deposits

Payment for purchase of an investment . . .

Payment for investment in jointly
controlled entity

Net cash used in investing activities .. ..
Financing activities

Proceeds from bank and other loans . . . . ..
Repayment of bank and other loans ... ...
Interest paid
Dividends paid
Capital injections from equity shareholders
of the Company
Contribution from equity shareholders of
the Company ......................
Distribution to equity shareholders of the
Company ... ..ovvvini
Acquisition of non-controlling interests . . .
Proceeds from the issues of convertible
bonds, net of issuing expenses
Proceeds from the issue of redeemable
convertible preferred shares, net of
issuing expenses
Contribution from non-controlling
Interests . ........... ..

Net cash generated from financing
activities . ....... .. ... ..o oL

Net increase/(decrease) in cash and cash
equivalents . ......................

Cash and cash equivalents at beginning
of year/period

Effect of foreign exchange rate
changes ..........................

Cash and cash equivalents at end of
year/period

Six months ended

Section C __Years ended 31 December 30 June
Note 2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
(120,173) (253,063) (169,216) (32,534) (133,758)
6,460 - - - -
- - - - 55,971
35 19,608 4,995 77,406 15,259 -
139 7,435 7,940 2,478 3,611
(11,500) (285,438) (471,364)  (403,716) (106,196)
- - (14,400) - (10,950)
- - - - (102,683)
(105,466) (526,071) (569,634)  (418,513) (294,005)
123,988 706,842 1,965,775 606,582 1,846,677
- (227,000) (906,965) (87,709) (2,003,687)
(5,124)  (17,250)  (44,648) (20,559)  (32,839)
- (68,980) - - -
278,909 77,100 - - 68,276
3,733 - 12,000 - 8,000
(27,212) - - - (25,150)
30(a) - (10,047) - - -
- - - - 392,184
- - - - 388,705
- - - - 3,920
374,294 460,665 1,026,162 498,314 646,086
26,413 61,139 145,024 (44,221) 297,863
11,588 37,999 99,141 99,141 244,167
(2) 3 2 - (7
37,999 99,141 244,167 54,920 542,023

The accompanying notes form part of the Financial Information.
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(a)

(b)

(c)

(d)

NOTES TO THE COMBINED FINANCIAL INFORMATION
SIGNIFICANT ACCOUNTING POLICIES
Statement of compliance

The Financial Information set out in this report has been prepared in accordance with
International Financial Reporting Standards (“IFRSs”), which collective terms includes
International Accounting Standards and related interpretations, promulgated by International
Accounting Standards Board (“IASB”). Further details of the significant accounting policies
adopted are set out in the remainder of this Section C.

The IASB has issued a number of new and revised IFRSs. For the purpose of preparing this
Financial Information, the Group has adopted all these new and revised IFRSs to the Relevant
Period, except for any new standards or interpretations that are not yet effective for the
Relevant Period. The revised and new accounting standards and interpretations issued but not
yet effective for the Relevant Period are set out in Note 37.

This Financial Information also complies with the disclosure requirements of the Hong Kong
Companies Ordinance and the applicable disclosure provisions of the Rules Governing the
Listing of Securities on The Stock Exchange of Hong Kong Limited (the “Stock Exchange”).

The accounting policies set out below have been applied consistently to all periods presented
in the Financial Information.

The Corresponding Financial Information for the six months ended 30 June 2009 has been
prepared in accordance with the same basis and accounting policies adopted in respect of the
Financial Information.

Basis of preparation and presentation

The Financial Information comprises the Company and its subsidiaries and has been prepared
using the merger basis of accounting as if the Group had always been in existence, as further
explained in Section A.

Basis of measurement

The Financial Information is presented in Renminbi (“RMB”), rounded to the nearest
thousand, which is the functional currency of the PRC entities carrying on the principal
business of the Group. The Company’s functional currency is United Stated dollars (“US$”).
The Financial Information is prepared on the historical cost basis.

Use of estimates and judgements

The preparation of Financial Information in conformity with IFRSs requires management to
make judgements, 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
judgements about carrying values of assets and liabilities that are not readily apparent from
other sources. Actual results may differ from these estimates.
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(e)

®

The estimates and underlying assumptions are reviewed on an ongoing basis. Revisions to
accounting estimates are recognised in the period in which the estimate is revised if the
revision affects only that period, or in the period of the revision and future periods if the
revision affects both current and future periods.

Judgements made by management in the application of IFRSs that have significant effect on
the Financial Information and major sources of estimation uncertainty are discussed in
Note 36.

Subsidiaries and non-controlling interests

Subsidiaries are entities controlled by the Group. Control exists when the Group has the power
to govern the financial and operating policies of an entity so as to obtain benefits from its
activities. In assessing control, potential voting rights that presently are exercisable are taken
into account.

The financial statements of subsidiaries are combined into the Financial Information from the
date that control commences until the date that control ceases. Intra-group balances and
transactions and any unrealised profits arising from intra-group transactions are eliminated in
full in preparing the Financial Information. Unrealised losses resulting from intra-group
transactions are eliminated in the same way as unrealised gains but only to the extent that there
is no evidence of impairment.

Non-controlling interests represent the portion of the net assets of the companies comprising
the Group attributable to interests that are not owned by the Company, whether directly or
indirectly through subsidiaries, and in respect of which the Group has not agreed any
additional terms with the holders of those interests which would result in the Group as a whole
having a contractual obligation in respect of those interests that meets the definition of a
financial liability. Non-controlling interests are presented in the combined balance sheets
within equity, separately from equity attributable to the equity shareholders of the Company.
Non-controlling interests in the results of the Group are presented on the face of the combined
income statements and the combined statements of comprehensive income as an allocation of
the total profit or loss and total comprehensive income for the year between non-controlling
interests and the equity shareholders of the Company.

Jointly controlled entities

A jointly controlled entity is an entity which operates under a contractual arrangement between
the Group or Company and other parties, where the contractual arrangement established that
the Group or Company and one or more of the other parties share joint control over the
economic activity of the entity.

An investment in a jointly controlled entity is accounted for in the Financial Information under
the equity method and is initially recorded at cost and adjusted thereafter for the post
acquisition change in the Group’s share of the investee’s net assets and any impairment loss
relating to the investment (see Notes 1(g) and (m)). The Group’s share of the post-acquisition,
post-tax results of the investees and any impairment losses for the year are recognised in the
combined income statements, whereas the Group’s share of the post-acquisition, post-tax items
of the investees’ other comprehensive income is recognised in the combined statement of
comprehensive income.

When the Group’s share of losses exceeds its interest in the jointly controlled entity, the
Group’s interest is reduced to nil and recognition of further losses is discontinued except to the
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(&

(h)

(@

0)

extent that the Group has incurred legal or constructive obligations or made payments on
behalf of the investee. For this purpose, the Group’s interest is the carrying amount of the
investment under the equity method together with the Group’s long-term interests that in
substance form part of the Group’s net investment in the jointly controlled entity.

Unrealised profits and losses resulting from transaction between the Group and its jointly
controlled entity are eliminated to the extent of the Group’s interest in the investee, except
where unrealised losses provide evidence of an impairment of the asset transferred, in which
case they are recognised immediately in profit or loss.

Goodwill

Goodwill represents the excess of the cost of an investment in a jointly controlled entity over
the Group’s interest in the net fair value of the acquiree’s identifiable assets, liabilities and
contingent liabilities.

The carrying amount of goodwill is included in the carrying amount of the interest in the
jointly controlled entity and the investment as a whole is tested for impairment whenever there
is objective evidence of impairment (see Note 1(m)).

Any excess of the Group’s interest in the net fair value of the acquiree’s identifiable assets,
liabilities and contingent liabilities over the cost of an investment in a jointly controlled entity
is recognised immediately in profit or loss.

On disposal of a jointly controlled entity during the year, any attributable amount of purchased
goodwill is included in the calculation of the profit or loss on disposal.

Other investment in equity securities

Investment in equity securities that do not have a quoted market price in an active market and
whose fair value cannot be reliably measured are recognised in the balance sheet at cost less
impairment losses (see Note 1(m)).

Business combination for entities under common control

Business combinations arising from transfers of interests in entities that are under the control
of the equity shareholder that controls the Group are accounted for as if the acquisition had
occurred at the beginning of the Relevant Period or, if later, at the date that common control
was established. The assets and liabilities acquired are recognised at the carrying amounts
recognised previously in the Group’s combined financial statements.

Upon transfer of interest in an entity to another entity that is under the control of the equity
shareholder that controls the Group, any difference between the Group’s interest in the
carrying value of the assets and liabilities and the cost of transfer of interest in the entity is
recognised directly in equity.

Property, plant and equipment

Property, plant and equipment are stated in the balance sheet at cost less accumulated
depreciation and impairment losses (see Note 1(m)).

Construction in progress represents property, plant and equipment under construction and
equipment pending installation, and is initially recognised in the balance sheet at cost less
impairment losses (see Note 1(m)). The construction in progress is transferred to property,
plant and equipment when the asset is substantially ready for its intended use.
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(k)

The cost of self-constructed assets includes the cost of materials and direct labour, and the
initial estimate, where relevant, of the costs of dismantling and removing the items and
restoring the site on which they are located and an appropriate proportion of production
overheads and borrowing costs (see Note 1(z)).

Gains or losses arising from the retirement or disposal of an item of property, plant and
equipment are determined as the difference between the net disposal proceeds and the carrying
amount of the item and are recognised in profit or loss on the date of retirement or disposal.

Depreciation is calculated to write off the cost of items of property, plant and equipment, less
their estimated residual value, if any, using the straight-line method over their estimated useful
lives as follows:

BUildings . . ..o 10 to 20 years
Plant and machinery .. ....... .. ... i 5 to 10 years
MoOtor VEHICIES . . . oottt e 4 to 5 years
Office and other eqUIPMENt . . ... ..ttt e e 3 to 10 years

Where parts of an item of property, plant and equipment have different useful lives, the cost of
the item is allocated on a reasonable basis between the parts and each part is depreciated
separately. Both the useful life of an asset and its residual value, if any, are reviewed annually.

Lease

An arrangement, comprising a transaction or a series of transactions, is or contains a lease if
the Group determines that the arrangement conveys a right to use a specific asset or assets for
an agreed period of time in return for a payment or a series of payments. Such a determination
is made based on an evaluation of the substance of the arrangement and is regardless of
whether the arrangement takes the legal form of a lease.

@) Classification of assets leased to the Group

Assets that are held by the Group under leases which transfer to the Group
substantially all the risks and rewards of ownership are classified as being held under
finance leases. Leases which do not transfer substantially all the risks and rewards of
ownership to the Group are classified as operating leases.

(1) Receivables under finance leases

Where the Group leased out assets under finance leases, the initial direct costs incurred
on such assets are recorded as receivables under finance leases. Finance income
implicit in the lease payments are charged to profit or loss over the period of the leases
so as to produce an approximately constant periodic rate of charge on the remaining
balance of the receivables for each accounting period.

(ii1) Operating lease charges

Where the Group has the use of assets held under operating leases, payments made
under the leases are charged to profit or loss in equal instalments over the accounting
periods covered by the lease term, except where an alternative basis is more
representative of the pattern of benefits to be derived from the leased asset. Lease
incentives received are recognised in profit or loss as an integral part of the aggregate
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U]

(m)

(iv)

net lease payments made. Contingent rentals are charged to profit or loss in the
accounting period in which they are incurred.

Lease prepayments

Lease prepayments represent the purchase cost of land use rights. Land use rights are
carried at cost less accumulated amortisation and impairment losses (see Note 1(m)).
Amortisation is charged to profit or loss on a straight-line basis over the period of the
land use rights.

Intangible assets

Intangible assets that are acquired by the Group, which have finite useful lives, are stated at
cost less accumulated amortisation and impairment losses (see Note 1(m)). Amortisation is
recognised in profit or loss on a straight-line basis over the expected useful lives. The
following intangible assets with finite useful lives are amortised from the date they are
available for use and their estimated useful lives are as follows:

Coals business license inthe PRC . . . ... . 3 years

Impairment of assets

®

Impairment of investments in equity securities and other receivables

Investments in equity securities and trade and other current and non-current
receivables that are stated at cost or amortised cost are reviewed at each balance sheet
date to determine whether there is objective evidence of impairment. Objective
evidence of impairment includes observable data that comes to the attention of the
Group about one or more of the following loss events:

e significant financial difficulty of the debtor;

e a breach of contract, such as a default or delinquency in interest or principal
payments;

e it becoming probable that the debtor will enter bankruptcy or other financial
reorganisation;

e significant changes in the technological, market, economic or legal environment
that have an adverse effect on the debtor; and

e a significant or prolonged decline in the fair value of an investment in an equity
instrument below its cost.

If any such evidence exists, any impairment loss is determined and recognised as
follows:

e For investments in jointly controlled entities recognised using the equity method
(see Note 1(f)), the impairment loss is measured by comparing the recoverable
amount of the investment as a whole with its carrying amount in accordance with
Note 1(m)(ii). The impairment loss is reversed if there has been a favourable
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(i)

change in the estimates used to determine the recoverable amount in accordance
with Note 1(m)(ii).

e For unquoted equity securities carried at cost, the impairment loss is measured as
the difference between the carrying amount of the financial asset and the estimated
future cash flows, discounted at the current market rate of return for a similar
financial asset where the effect of discounting is material. Impairment losses for
equity securities carried at cost are not reversed.

e For trade and other current receivables and other financial assets carried at
amortised cost, the impairment loss is measured as the difference between the
asset’s carrying amount and the present value of estimated future cash flows,
discounted at the financial asset’s original effective interest rate (i.e. the effective
interest rate computed at initial recognition of these assets), where the effect of
discounting is material. This assessment is made collectively where financial assets
carried at amortised cost share similar risk characteristics, such as similar past due
status, and have not been individually assessed as impaired. Future cash flows for
financial assets which are assessed for impairment collectively are based on
historical loss experience for assets with credit risk characteristics similar to the
collective group.

e If in a subsequent period the amount of an impairment loss decreases and the
decrease can be linked objectively to an event occurring after the impairment loss
was recognised, the impairment loss is reversed through profit or loss. A reversal
of an impairment loss shall not result in the asset’s carrying amount exceeding that
which would have been determined had no impairment loss been recognised in
prior years.

Impairment losses are written off against the corresponding assets directly, except for
impairment losses recognised in respect of trade debtors and bills receivable included
within trade and other receivables, whose recovery is considered doubtful but not
remote. In this case, the impairment losses for doubtful debts are recorded using an
allowance account. When the Group is satisfied that recovery is remote, the amount
considered irrecoverable is written off against trade debtors and bills receivable
directly and any amounts held in the allowance account relating to that debt are
reversed. Subsequent recoveries of amounts previously charged to the allowance
account are reversed against the allowance account. Other changes in the allowance
account and subsequent recoveries of amounts previously written off directly are
recognised in profit or loss.

Impairment of other assets

Internal and external sources of information are reviewed at each balance sheet date to
identify indications that the following assets may be impaired or an impairment loss
previously recognised no longer exists or may have decreased:

e property, plant and equipment;
e construction in progress;

e lease prepayments; and

e intangible assets.
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(n)

If any such indication exists, the asset’s recoverable amount is estimated.
e (alculation of recoverable amount

The recoverable amount of an asset is the greater of its fair value less costs to sell
and value in use. 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 time value of money and the risks specific to the asset.
Where an asset does not generate cash inflows largely independent of those from
other assets, the recoverable amount is determined for the smallest group of assets
that generates cash inflows independently (i.e. a cash-generating unit).

e Recognition of impairment losses

An impairment loss is recognised in profit or loss if the carrying amount of an
asset, or the cash-generating unit to which it belongs, exceeds its recoverable
amount. Impairment losses recognised in respect of cash-generating units are
allocated to reduce the carrying amount of the assets in the cash generating unit (or
group of units) on a pro rata basis, except that the carrying value of an asset will
not be reduced below its individual fair value less costs to sell, or value in use, if
determinable.

e Reversals of impairment losses

In respect of assets other than goodwill, an impairment loss is reversed if there has
been a favourable change in the estimates used to determine the recoverable
amount. An impairment loss in respect of goodwill is not reversed.

A reversal of an impairment loss is limited to the asset’s carrying amount that
would have been determined had no impairment loss been recognised in prior
years. Reversals of impairment losses are credited to profit or loss in the period in
which the reversals are recognised.

Inventories
Inventories are carried at the lower of cost and net realisable value.

Cost is calculated using the weighted average cost formula and comprises all costs of purchase,
costs of conversion and other costs incurred in bringing the inventories to their present location
and condition.

Net realisable value is the estimated selling price in the ordinary course of business less the
estimated costs of completion and the estimated costs necessary to make the sale.

When inventories are sold, the carrying amount of those inventories is recognised as an
expense in the period in which the related revenue is recognised. The amount of any write-
down of inventories to net realisable value and all losses of inventories are recognised as an
expense in the period the write-down or loss occurs. The amount of any reversal of any write-
down of inventories is recognised as a reduction in the amount of inventories recognised as an
expense in the period in which the reversal occurs.
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(0)

(p)

(@)

(r)

Trade and other receivables

Trade and other receivables are initially recognised at fair value and thereafter stated at amortised
cost less allowance for impairment of doubtful debts (see Note 1(m)), except where the
receivables are interest-free loans made to related parties without any fixed repayment terms or
the effect of discounting would be immaterial. In such cases, the receivables are stated at cost.

Convertible notes

Convertible notes that contain an equity component and can be converted to equity share
capital at the option of the holder, where the number of shares that would be issued on
conversion and the value of the consideration that would be received at that time do not vary,
are accounted for as compound financial instruments which contain both a liability component
and an equity component.

At initial recognition the liability component of the convertible notes is measured as the
present value of the future interest and principal payments, discounted at the market rate of
interest applicable at the time of initial recognition to similar liabilities that do not have a
conversion option. Any excess of proceeds over the amount initially recognised as the liability
component is recognised as the equity component. Transaction costs that relate to the issue of
a compound financial instrument are allocated to the liability and equity components in
proportion to the allocation of proceeds.

The liability component is subsequently carried at amortised cost. The interest expense
recognised in profit or loss on the liability component is calculated using the effective interest
method. The equity component is recognised in the other reserve until either the note is
converted or redeemed.

If the note is converted, the other reserve, together with the carrying amount of the liability
component at the time of conversion, is transferred to share capital and share premium as
consideration for the shares issued. If the note is redeemed, the other reserve is released
directly to retained profits.

Interest-bearing borrowings

Interest-bearing borrowings are recognised initially at fair value less attributable transaction
costs. Subsequent to initial recognition, interest-bearing borrowings are stated at amortised
cost with any difference between the amount initially recognised and redemption value being
recognised in profit or loss over the period of the borrowings, together with any interest and
fees payable, using the effective interest method.

Preferred shares

Preferred shares are classified as equity if they are non-redeemable, or redeemable only at the
Company’s option and any dividends are discretionary. Dividends on preferred shares
classified as equity are recognised as distributions within equity.

Preferred shares are classified as liabilities if they are redeemable on a specific date or at the
option of the equity shareholders of the Company, or if dividend payments are not
discretionary. The liabilities are recognised in accordance with the Group’s policy for
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derivative financial instruments and interest-bearing borrowings set out in Note 1(q) and
dividends thereon are recognised as interest expense in profit or loss on an accrual basis.

Trade and other payables

Trade and other payables are initially recognised at fair value. Except for financial guarantee
liabilities measured in accordance with Note 1(w)(i), trade and other payables are subsequently
stated at amortised cost unless the effect of discounting would be immaterial, in which case
they are stated at cost.

Cash and cash equivalents

Cash and cash equivalents comprise cash at bank and on hand, demand deposits with banks
and other financial institutions, and short-term, highly liquid investments that are readily
convertible into known amounts of cash and which are subject to an insignificant risk of
changes in value, having been within three months of maturity at acquisition.

Employee benefits
1) 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 period in
which the associated services are rendered by employees. Where payment or
settlement i1s deferred and the effect would be material, these amounts are stated at
their present values.

Obligations for contributions to appropriate local defined contribution retirement
schemes pursuant to the relevant labour rules and regulations in the PRC are
recognised as an expense in profit or loss as incurred, except to the extent that they are
included in the cost of inventories not yet recognised as an expense.

(ii) Share-based payments

The fair value of share options granted to employees is recognised as an employee cost
with a corresponding increase in the other reserve within equity. The fair value is
measured at grant date using the Binomial Tree option pricing model, taking into
account the terms and conditions upon which the options were granted. Where the
employees have to meet vesting conditions before becoming unconditionally entitled
to the options, the total estimated fair value of the options is spread over the vesting
period, taking into account the probability that the options will vest.

During the vesting period, the number of share options that is expected to vest is
reviewed. Any resulting adjustment to the cumulative fair value recognised in prior
years is charged/credited to the profit or loss for the period of the review, unless the
original employee expenses qualify for recognition as an asset, with a corresponding
adjustment to the other reserve. On vesting date, the amount recognised as an expense
is adjusted to reflect the actual number of options that vest (with a corresponding
adjustment to the other reserve) except where forfeiture is only due to not achieving
vesting conditions that relate to the market price of the Company’s shares. The equity
amount is recognised in the other reserve until either the option is exercised (when it is

I-25



APPENDIX I — ACCOUNTANTS’ REPORT

(v)

transferred to the share capital account) or the option expires (when it is released
directly to retained earnings).

Income tax

Income tax for the period comprises current tax and movements in deferred tax assets and
liabilities. Current tax and movements in deferred tax assets and liabilities are recognised in
profit or loss except to the extent that they relate to business combination, or items recognised
in other comprehensive income or directly in equity, in which case the relevant amounts of tax
are recognised in other comprehensive income or directly in equity, respectively.

Current tax is the expected tax payable on the taxable income for the period, using tax rates
enacted or substantively enacted at the balance sheet date, and any adjustment to tax payable in
respect of previous years.

Deferred tax assets and liabilities arise from deductible and taxable temporary differences
respectively, being the differences between the carrying amounts of assets and liabilities for
financial reporting purposes and their tax bases. Deferred tax assets also arise from unused tax
losses and unused tax credits.

Apart from certain limited exceptions, all deferred tax liabilities, and all deferred tax assets to the
extent that it is probable that future taxable profits will be available against which the asset can be
utilised, are recognised. Future taxable profits that may support the recognition of deferred tax
assets arising from deductible temporary differences include those that will arise from the reversal
of existing taxable temporary differences, provided those differences relate to the same taxation
authority and the same taxable entity, and are expected to reverse either in the same period as the
expected reversal of the deductible temporary difference or in periods into which a tax loss arising
from the deferred tax asset can be carried back or forward. The same criteria are adopted when
determining whether existing taxable temporary differences support the recognition of deferred
tax assets arising from unused tax losses and credits, that is, those differences are taken into
account if they relate to the same taxation authority and the same taxable entity, and are expected
to reverse in a period, or periods, in which the tax loss or credit can be utilised.

The limited exceptions to recognition of deferred tax assets and liabilities are those temporary
differences arising from the initial recognition of assets or liabilities that affect neither
accounting nor taxable profit (provided they are not part of a business combination), and
temporary differences relating to investments in subsidiaries to the extent that, in the case of
taxable differences, the Group controls the timing of the reversal and it is probable that the
differences will not reverse in the foreseeable future, or in the case of deductible differences,
unless it is probable that they will reverse in the future.

The amount of deferred tax recognised is measured based on the expected manner of
realisation or settlement of the carrying amount of the assets and liabilities, using tax rates
enacted or substantively enacted at the balance sheet date. Deferred tax assets and liabilities
are not discounted.

The carrying amount of a deferred tax asset is reviewed at each balance sheet date and is
reduced to the extent that it is no longer probable that sufficient taxable profits will be
available to allow the related tax benefit to be utilised. Any such reduction is reversed to the
extent that it becomes probable that sufficient taxable profits will be available.
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Current tax balances and deferred tax balances, and movements therein, are presented
separately from each other and are not offset. Current tax assets are offset against current tax
liabilities, and deferred tax assets against deferred tax liabilities, if the Company or the Group
has the legally enforceable right to set off current tax assets against current tax liabilities and
the following additional conditions are met:

in the case of current tax assets and liabilities, the Company or the Group intends either to
settle on a net basis, or to realise the asset and settle the liability simultaneously; or

in the case of deferred tax assets and liabilities, if they relate to income taxes levied by the
same taxation authority on either:

the same taxable entity; or

different taxable entities, which, in each future period in which significant amounts of
deferred tax liabilities or assets are expected to be settled or recovered, intend to
realise the current tax assets and settle the current tax liabilities on a net basis or realise
and settle simultaneously.

(w) Financial guarantees issued, provisions and contingent liabilities

®

(i)

Financial guarantees issued

Financial guarantees are contracts that require the issuer (i.e. the guarantor) to make
specified payments to reimburse the beneficiary of the guarantee (the “holder”) for a
loss the holder incurs because a specified debtor fails to make payment when due in
accordance with the terms of a debt instrument.

Where the Group issues a financial guarantee, the fair value of the guarantee (being
the transaction price, unless the fair value can otherwise be reliably estimated) is
initially recognised as deferred income within trade and other payables. Where
consideration is received or receivable for the issuance of the guarantee, the
consideration is recognised in accordance with the Group’s policies applicable to that
category of asset. Where no such consideration is received or receivable, an immediate
expense is recognised in profit or loss on initial recognition of any deferred income.

The amount of the guarantee initially recognised as deferred income is amortised in
profit or loss over the term of the guarantee as income from financial guarantees
issued. In addition, provisions are recognised in accordance with Note 1(w)(ii) if and
when (i) it becomes probable that the holder of the guarantee will call upon the Group
under the guarantee, and (ii) the amount of that claim on the Group is expected to
exceed the amount currently carried in trade and other payables in respect of that
guarantee i.e. the amount initially recognised, less accumulated amortisation.

Provisions and contingent liabilities

Provisions are recognised for other liabilities of uncertain timing or amount when the
Group has a legal or constructive obligation arising as a result of a past event, it is
probable that an outflow of economic benefits will be required to settle the obligation
and a reliable estimate can be made. Where the time value of money is material,
provisions are stated at the present value of the expenditure expected to settle the
obligation.

Where it is not probable that an outflow of economic benefits will be required, or the
amount cannot be estimated reliably, the obligation is disclosed as a contingent
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(x)

(y)

liability, unless the probability of outflow of economic benefits is remote. Possible
obligations, whose existence will only be confirmed by the occurrence or
non-occurrence of one or more future events are also disclosed as contingent liabilities
unless the probability of outflow of economic benefits is remote.

Revenue recognition

Revenue is measured at the fair value of the consideration received or receivable. Provided it is
probable that the economic benefits will flow to the Group and the revenue and costs, if
applicable, can be measured reliably, revenue is recognised in profit or loss as follows:

@) Sales of goods

Revenue associated with the sale of coal is recognised when the risks and rewards of
ownership of the goods have been passed to the customer. Revenue excludes value
added tax and other sales taxes and is after deduction of any trade discounts.

(i) Interest income
Interest income is recognised as it accrues using the effective interest method.
(iii) Government grants

Government grants are recognised in the combined balance sheets initially when there
is reasonable assurance that they will be received and that the Group will comply with
the conditions attaching to them. Grants that compensate the Group for expenses
incurred are recognised as revenue in profit or loss on a systematic basis in the same
periods in which the expenses are incurred. Grants that compensate the Group for the
cost of an asset are recognised in profit or loss on a systematic basis over the useful
life of the asset.

Translation of foreign currencies

Foreign currency transactions during the period are translated at the foreign exchange rates
ruling at the transaction dates. Monetary assets and liabilities denominated in foreign
currencies are translated at the foreign exchange rates ruling at the balance sheet date.
Exchange gains and losses are recognised in profit or loss.

Non-monetary assets and liabilities that are measured in terms of historical cost in a foreign
currency are translated using the foreign exchange rates ruling at the transaction dates.
Non-monetary assets and liabilities denominated in foreign currencies that are stated at fair
value are translated using the foreign exchange rates ruling at the dates the fair value was
determined.

The results of foreign operations are translated into Renminbi at the exchange rates
approximating the foreign exchange rates ruling at the dates of the transactions. Balance sheet
items are translated into RMB at the closing foreign exchange rates at the balance sheet date.
The resulting exchange differences are recognised in other comprehensive income and
accumulated separately in equity in the exchange reserve.
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(z)

(aa)

(bb)

On disposal of a foreign operation, the cumulative amount of the exchange differences
recognised in equity relating to that foreign operation is reclassified from equity to profit or
loss when the profit or loss on disposal is recognised.

Borrowing costs

Borrowing costs that are directly attributable to the acquisition, construction or production of
an asset which necessarily takes a substantial period of time to get ready for its intended use or
sale are capitalised as part of the cost of that asset. Other borrowing costs are expensed in the
period in which they are incurred.

The capitalisation of borrowing costs as part of the cost of a qualifying asset commences when
expenditure for the asset is being incurred, borrowing costs are being incurred and activities
that are necessary to prepare the asset for its intended use or sale are in progress. Capitalisation
of borrowing costs is suspended or ceases when substantially all the activities necessary to
prepare the qualifying asset for its intended use or sale are interrupted or complete.

Discontinued operations

A discontinued operation is a component of the Group’s business, the operations and cash
flows of which can be clearly distinguished from the rest of the Group and which represents a
separate major line of business or geographical area of operations, or is part of a single
co-ordinated plan to dispose of a separate major line of business or geographical area of
operations, or is a subsidiary acquired exclusively with a view to resale.

Classification as a discontinued operation occurs upon disposal. It also occurs when the
operation is abandoned.

Where an operation is classified as discontinued, the below is presented on the face of the
profit or loss, which comprises:

e the post-tax profit or loss of the discontinued operation; and

e the post-tax gain or loss recognised on the measurement to fair value less costs to sell, or
on the disposal, of the assets or disposal groups constituting the discontinued operation.

Related parties

For the purposes of the Financial Information, a party is considered to be related to the Group
if:

(1) the party has the ability, directly or indirectly through one or more intermediaries, to
control the Group or exercise significant influence over the Group in making financial
and operating policy decisions, or has joint control over the Group;

(ii) the Group and the party are subject to common control;
(iii) the party is a member of key management personnel of the Group or the Group’s

parent, or, a close family member of such an individual, or is an entity under the
control, joint control or significant influence of such individuals;
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(co)

@iv) the party is a close family member of a party referred to in (i) or is an entity under the
control, joint control or significant influence of such individuals; or

(v) the party is a post-employment benefit plan which is for the benefit of employees of
the Group or of any entity that is a related party of the Group.

Close family members of an individual are those family members who may be expected to
influence, or be influenced by, that individual in their dealings with the entity.

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 Group’s
most senior executive management for the purposes of allocating resources to, and assessing
the performance of, the Group’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.
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6 DIRECTORS’ REMUNERATION

Details of directors’ remuneration of the Company are set out below:

Year ended 31 December 2007

Basic
salaries, Equity
allowances Contributions settled
and other  to retirement share-
benefits benefit based
Fees in kind scheme Bonuses payments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive directors
Wang Xingchun ............ - - - - - _
CuiYong ................. - 180 - - - 180
Zhu Hongchan ............. - - - - - -
Yasuhisa Yamamoto ........ - - - - - _
Apolonius Struijk . .......... - - - - - -
Non-executive directors
Cui Guiyong . .............. - - - - - R
Liu Qingchun .............. - - - - - _
LuChuan ................. - - - - - _
Independent non-executive
directors
James Downing (also known as
Jim Downing) ........... - - - - - R
Ng Yuk Keung . ............ - - - - - -
Jay Hambro ............... - - - - - _
Wang Wenfu .............. - - - - - -
Total ..................... - 180 - - - 180

Year ended 31 December 2008

Basic
salaries, Equity
allowances Contributions settled
and other  to retirement share-
benefits benefit based
Fees in kind scheme Bonuses payments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive directors
Wang Xingchun ............ 1,091 - - - - 1,091
CuiYong ................. - 180 - - - 180
Zhu Hongchan ............. - - - - - -
Yasuhisa Yamamoto ........ - 582 - - - 582
Apolonius Struijk . .......... - - - - - -
Non-executive directors
Cui Guiyong . .............. - - - - - -
Liu Qingchun .............. - - - - - -
LuChuan ................. - - - - - -
Independent non-executive
directors
James Downing (also known as
Jim Downing) ........... - - - - - -
Ng Yuk Keung . ............ - - - - - -
Jay Hambro ............... - - - - - -
Wang Wenfu .............. - - - - - -
Total ..................... 1,091 762 - - - 1,853
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Executive directors

Wang Xingchun ............
CuiYong .................
Zhu Hongchan .............
Yasuhisa Yamamoto ........
Apolonius Struijk .. .........

Non-executive directors

Cui Guiyong . ..............
Liu Qingchun ..............
LuChuan .................

Independent non-executive
directors

James Downing (also known as
Jim Downing) ...........

Ng YukKeung . ............

Jay Hambro ...............

Wang Wenfu ..............

Executive directors

Wang Xingchun ............
CuiYong .................
Zhu Hongchan .............
Yasuhisa Yamamoto ........
Apolonius Struijk . ..........

Non-executive directors

Cui Guiyong . ..............
LiuQingchun ..............
LuChuan .................

Independent non-executive
directors

James Downing (also known as
Jim Downing) ...........

Ng YukKeung . ............

Jay Hambro ...............

Wang Wenfu ..............

Year ended 31 December 2009

Basic

salaries, Equity

allowances Contributions settled

and other to retirement share-

benefits benefit based
Fees in kind scheme Bonuses payments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
1,054 - - - - 1,054
- 180 - - - 180
- 1,031 - - - 1,031
- 480 - - - 480
1,054 1,691 - - - 2,745

Six months ended 30 June 2010
Basic

salaries, Equity

allowances Contributions settled

and other  to retirement share-

benefits benefit based
Fees in kind scheme Bonuses payments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
2,094 - - - 4,927 7,021
- 178 - - 2,339 2,517
- 466 - - 2,940 3,406
- 1,699 - - 2,294 3,993
- 1,699 - - 2,307 4,006
2,094 4,042 - - 14,807 20,943
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Six months ended 30 June 2009 (unaudited)

Basic
salaries, Equity
allowances Contributions settled
and other  to retirement share-
benefits benefit based
Fees in kind scheme Bonuses payments Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Executive directors
Wang Xingchun ............ 527 - - - - 527
CuiYong ................. - 90 - - - 90
Zhu Hongchan ............. - - - - - -
Yasuhisa Yamamoto ........ - 516 - - - 516
Apolonius Struijk .. ......... - 68 - - - 68
Non-executive directors
Cui Guiyong . .............. - - - - - -
Liu Qingchun .............. - - - - - -
LuChuan ................. - - - - - -
Independent non-executive
directors
James Downing (also known as
Jim Downing) ........... - - - - - -
Ng YukKeung . ............ - - - - - -
Jay Hambro ............... - - - - - -
Wang Wenfu .............. - - - - - -
Total ..........covvvinn... 527 674 - - - 1,201

During the Relevant Period, no amount was paid or payable by the Group to the directors or
any of the non-directors highest paid individuals set out in Note 7 below as an inducement to
join or upon joining the Group or as compensation for loss of office. There was no
arrangement under which a director or any of the non-director highest paid individuals waived
or agreed to waive any remuneration during the Relevant Period.

INDIVIDUALS WITH HIGHEST EMOLUMENTS

The number of directors and non-directors included in the five highest paid individuals for the
years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010 are set
forth below:

Years ended 31 December Six months ended 30 June

2007 2008 2009 2009 2010

(unaudited)
Directors . ......... ... 1 3 3 3 5
NON-directors ... ...... ..ot 4 2 2 2 -
5 5
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The emoluments of the directors are disclosed in Note 6. The aggregate of the emoluments in
respect of the remaining highest paid individuals are as follows:

Years ended 31 December Six months ended 30 June

2007 2008 2009 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Basic salaries, allowances and benefits in

kind ......... ... ... .. .. 756 396 758 379 -
Discretionary bonuses . .................. - - - - -
Equity settled share-based payment ........ - - - - -
Retirement scheme contributions .......... - - - - -

756 396 758 379 -

The emoluments of the individuals with the highest emoluments are within the following band:

Years ended Six months
31 December ended 30 June
2007 2008 2009 2009 2010
(unaudited)
Nil to Hong Kong dollar (HK$) 1,000,000 . ..................... 5 4 3 5 -
HK$1,000,000 to HK$1,500,000 . ...........cviviiniinaon... - 1 2 - -
HK$2,500,000 to HK$3,000,000 . ............cooviiniinann... - - - - 1
HK$3,500,000 to HK$4,000,000 . ............coiiiinenon... - - - - 1
HK$4,500,000 to HK$5,000,000 . ..........cccviuiiniinann... - - - - 2
HK$8,000,000 to HK$8,500,000 . ...........ccoviuiiniinann... - - - - 1
5 5 5 5 5

DIVIDENDS

Dividends to equity shareholders of the Company attributable to the year/period:

Six months
Years ended 31 December ended 30 June
2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)

Dividends declared and paid . .. ............. - 68,980 - - -

On 28 June 2008, the Company declared a dividend of RMB13,796,000 per ordinary share to
the equity shareholders of the Company.

The director considers that the dividend payments made during the year ended 31 December
2008 are not indicative of the future dividend policy of the Company.

Pursuant to Board resolutions dated 16 September 2010, the Company declared a dividend of
RMB287,732,611 to the equity shareholders of Company and the holders of the Convertible
Bonds (see Note 24) and RCPS (see Note 25).

EARNING/(LOSS) PER SHARE

The calculation of basic earnings/(loss) per share is based on the profit/(loss) attributable to
ordinary equity shareholders of the Company of each of years ended 31 December 2007, 2008
and 2009 and the six months ended 30 June 2010 and the 2,060,606,060 shares in issue as at
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the date of the Prospectus, as if the shares had been outstanding throughout the entire Relevant
Period.

Since the impact on earnings of conversion of redeemable convertible preferred shares to
ordinary shares is greater than that on the weighted average number of ordinary shares during
the six months ended 30 June 2010, they are treated as anti-dilutive in the period. As a result,
the calculation of diluted earnings per share does not assume conversion of redeemable
convertible preferred shares during the six months ended 30 June 2010.
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11

12

SEGMENT REPORTING

For the years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010
(for the six months ended 30 June 2009 (unaudited)), the Group had one business segment, the
processing and trading of coking coals in the PRC. Accordingly, no business and geographical
segment information are presented.

OTHER COMPREHENSIVE INCOME

Other comprehensive income does not have any significant tax effect for the years ended
31 December 2007, 2008 and 2009 and the six months ended 30 June 2010.

PROPERTY, PLANT AND EQUIPMENT, NET

Office
Plant and Motor  and other
Buildings machinery vehicles equipment Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Cost:
At 1January 2007 . ... 15,569 1,095 57,622 751 75,037
Additions . ... 10,286 30,189 59,744 877 101,096
Transferred from construction in progress

(Note 13) .o v e 22,499 - - - 22,499
Disposals . ... - - (94,335) 2) (94,337)
Disposals of subsidiaries

MNote35) oo (10,521) (1,089) 117) (186) (11,913)
Exchange adjustments .. ................... 2) 4) (2,844) - (2,850)
At 31 December 2007 .. ... 37,831 30,191 20,070 1,440 89,532
At 1January 2008 . ...... ... ... ... .. 37,831 30,191 20,070 1,440 89,532
Additions . ... 5,444 18,531 153,611 5,707 183,293
Transferred from construction in progress

(Note 13) . oo e 50,233 575 4,480 3,903 59,191
Disposals . ... - - (7,396) - (7,396)
Exchange adjustments . .................... 17) (10) (59) (18) (104)
At 31 December 2008 . .......... ... ...... 93,491 49,287 170,706 11,032 324,516
At1January 2009 ......... .o 93,491 49,287 170,706 11,032 324,516
Additions ... ... 414 3,203 29,022 3,458 36,097
Transferred from construction in progress

MNote 13) ..o 84,105 54,289 - 761 139,155
Disposals ... - - (6,212) - (6,212)
Disposals of subsidiaries

Note35) oo (410) (17,067) (13,243) (992) (31,712)
Exchange adjustments . .................... - (12) (52) - (64)
At 31 December 2009 . .......... ... ... .. 177,600 89,700 180,221 14,259 461,780
At1January 2010 . ... 177,600 89,700 180,221 14,259 461,780
Additions .. ... 4,290 2,144 19,533 4,531 30,498
Transferred from construction in progress

MNote 13) ..o 13,522 7,427 - 771 21,720
Disposals . ... (5,454) - (75,898) (18) (81,370)
Exchange adjustments .. ................... - - 472) (121) (593)
At30June 2010 ........ .. ... 189,958 99,271 123,384 19,422 432,035
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Office
Plant and Motor and other
Buildings machinery vehicles equipment Total

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
Accumulated depreciation and impairment:

At1January 2007 . ... 2,323 263 5,671 83 8,340

Charge fortheyear ....................... 609 2,780 13,228 174 16,791

Written back on disposals . ................. - - (9,935) 2) (9,937)
Disposals of subsidiaries (Note 35) .......... (2,820) (122) (90) (40) (3,072)
Exchange adjustments . .................... - - (1,550) - (1,550)
At 31 December2007 ..................... 112 2,921 7,324 215 10,572

At 1January 2008 ... ... ... ... ... ... 112 2,921 7,324 215 10,572

Charge fortheyear ................ ... .... 1,850 5,642 15,718 704 23,914

Written back on disposals . ................. - - (3,802) - (3,802)
Impairmentloss . ............. ... ... ...... 4,815 - - - 4,815

Exchange adjustments . .................... - (132) (14) (®)] (151)
At 31 December2008 ..................... 6,777 8,431 19,226 914 35,348

At 1January 2009 ....... ... ... ... 6,777 8,431 19,226 914 35,348

Charge fortheyear ....................... 5,714 6,431 35,605 2,278 50,028

Written back on disposals . ................. - - (2,015) - (2,015)
Disposals of subsidiaries (Note 35) .......... (54) (7,768) (6,890) (450) (15,162)
Exchange adjustments . . ................... - 5) (11) - (16)
At 31 December 2009 ..................... 12,437 7,089 45,915 2,742 68,183

At 1January 2010 ............ ... 12,437 7,089 45915 2,742 68,183

Charge for the period ..................... 3,108 5,168 11,141 1,758 21,175

Written back on disposals . ................. (881) - (16,556) - (17,437)
Exchange adjustments . . ................... - - (137) (19) (156)
At30June 2010 ... .. ... 14,664 12,257 40,363 4,481 71,765

Net book value:

At 31 December 2007 . ..., 37,719 27,270 12,746 1,225 78,960

At 31 December2008 ..................... 86,714 40,856 151,480 10,118 289,168

At 31 December 2009 ..................... 165,163 82,611 134,306 11,517 393,597

At30June 2010 ... ... ... 175,294 87,014 83,021 14,941 360,270

An analysis of the location of the Group’s property, plant and equipment as below:

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

The PRC (including Hong Kong) ....................... 64,661 198,010 322,641 306,130
Mongolia . ... 14,299 91,158 70,874 51,059
Others ... - - 82 3,081
Aggregate netbook value ............ .. ... ... .. ... 78,960 289,168 393,597 360,270

At 31 December 2007, 2008 and 2009 and 30 June 2010, buildings with a carrying amount of
RMB nil, RMB nil, RMB35,281,357 and RMB nil were pledged as collateral for a third
party’s borrowings, respectively.
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As at 31 December 2007, 2008 and 2009 and 30 June 2010, the Group was in the process of
applying for the ownership certificate for certain buildings with an aggregate net book value
amounting to RMB32,511,715, RMB42,507,453, RMB54,459,373 and RMBS57,995,322,
respectively. The directors of the Company are of the opinion that the Group is entitled to
lawfully and validly occupy and use of the above mentioned buildings.

In measuring the amounts of impairment loss, the carrying amounts of the buildings were
compared to the present value of the expected future cash flows of the assets, as well as
information about sales and purchases of similar properties in the same geographic area.

CONSTRUCTION IN PROGRESS

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

AtlJanuary . ...t 105 528 12,947 36,281
Additions . ... 22,922 71,610 162,489 59,030
Transferred to property, plant and equipment (Note 12) ... ... (22,499) (59.191)  (139,155) (21,720)
At31 December/30June . ... 528 12,947 36,281 73,591

LEASE PREPAYMENTS

Lease prepayments comprise interests in leasehold land held for own use under operating
leases located in the PRC as follows:

At 31 December At 30 June
2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000

Cost:
AtlJanuary .. ... 5,283 7,962 7,962 7,962
Additions . ... ... 2,679 - - 21,040
At31 December/30June .. .......... ... 7,962 7,962 7,962 29,002

Accumulated amortisation:

AtlJanuary . ......ooouit i 9 83 153 194
Charge for the year/period . .. ......... ... ... ... 74 70 41 290
At31 December/30June . .......... ..., 83 153 194 484
Net book value:

At 31 December/30June ...........c. it 7,879 7,809 7,768 28,518

Lease prepayments represent the net of payments for land use rights paid to the PRC
authorities and the associated government grants received. The Group’s land use rights are
amortised on a straight-line basis over the operating lease periods of 50 years. The associated
government grants are recognised as deduction of lease prepayment amortisation charge for the
year over the lease periods of the relevant lease prepayments.

At 31 December 2007, 2008 and 2009 and 30 June 2010, land use rights with a total carrying
amount of RMB nil, RMB nil, RMB1,006,014 and RMB nil were pledged as collateral for a
related party’s borrowings, respectively.
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INTANGIBLE ASSETS

Cost:

AtlJanuary ...
AddItions .. ...o i
Disposals of subsidiaries ................. ...

At 31 December/30June . ............ ... ... . ...

Accumulated amortisation:

AtlJanuary . ...
Charge for the year/period . . ......... .. .. .. ...,
Disposals of subsidiaries ............ ... .. .. .. .. ...

At31 December/30June . .............. ...

Net book value:

At31 December/30June . ............ ... ... ... ...,

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

3,077 4,263 4,263 1,186
1,186 - - -
- - (3,077) -
4,263 4,263 1,186 1,186
854 2,210 3,631 1,120
1,356 1,421 566 66
- - (3,077) -
2,210 3,631 1,120 1,186
2,053 632 66 -

Cost of intangible assets mainly represents the cost of coal business licences in the PRC.

INTEREST IN JOINTLY CONTROLLED ENTITY

Share of netassets ............... it iiinannan..
Goodwill ... .. .

At 31 December At 30 June

2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000
- - - 276,378

- - - 37,690

- - - 314,068

On 29 June 2010, the Group acquired 50% equity interest in Peabody-Winsway Resources
B.V. from a third party for a consideration together with associated costs amounted to

US$46,248,336.

Details of the Group’s interest in the jointly controlled entity are as follows:

Effective
Form of Place of Issued and interest
business incorporation fully paid  attributable
Name of joint venture structure and operation up capital  to the Group Principal activities
Peabody-Winsway Incorporated The Kingdom of Euro36,000 50% Acquisition, sale,
Resources B.V. the Netherlands exploration,
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The summary financial information of jointly controlled entity on the transaction date:

Recognised
values at
30 June
2010
RMB’000
NON-CUITENE ASSELS . . o oot ettt ettt et e e e e et e et e et et e e e e et e e 302,794
CUITENE @SSEES . . v vttt ettt e e e e e e e e e e e e e e 7,586
Non-current Habilities . . ... ... .t e (33,134)
Current Habilities . . .. ... o (868)

Nt ASSEES .« o ottt et e e e 276,378

The consideration and associated costs of US$46,248,336 are satisfied by cash paid/payable of
US$36,248,336 and the Company’s shares at initial public offering (the “IPO”) price of
US$10,000,000 if the Company has completed qualified TPO at any recognised stock exchange
in Asia or North America within one year from the date of acquisition, otherwise, the amount
is to be satisfied by cash. The fair value of recognised assets and liabilities was valued by the
directors with reference to a valuation report issued by Jones Lang LaSalle Sallmanns Limited.
The estimation of the fair value of recognised assets and liabilities was based on the historical
costs/discounted cash flows expected to be derived from the use and eventual sale of the
assets.

OTHER INVESTMENT IN EQUITY SECURITIES
At 30 June 2010, the Group held 5% (at 31 December 2009: 12%) equity interests in an

unlisted company namely Xixiaozhao Gants Mod Railway Co., Ltd. established in the PRC,
for which the principal activity is the operation of a railway under construction.
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(a)

(b)

TRADE AND OTHER RECEIVABLES

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Tradereceivables . .......... ... .. .. i i i 4,214 153,567 456,973 747,865
Billsreceivable ............ ... .. . .. . .. .. ... 28,000 20,078 73,000 863,426
Receivables from importagents ........................ - - 793,457 897,196
Amounts due from related parties . ...................... 157,134 26,962 120,029 497
Advance payments to suppliers ... ............ .. ... 18,126 32,357 127,574 383,899
Receivables for disposal of discontinued operations ........ 24,702 24,702 - -
Deposits and other receivables . ............... ... .. ... 18,653 32,766 49,342 367,000

250,829 290,432 1,620,375 3,259,883

All of the trade and other receivables are expected to be recovered within one year.

The credit terms for trade debtors are generally within 90 days. Bills receivable are normally
due within 90 days to 180 days from the date of issuing. Further details on the Group’s credit
policy are set out in Note 31(a).

At 31 December 2009 and 30 June 2010, trade and bills receivable of the Group of
RMB283,523,544 and RMBI1,164,106,416 were pledged as collateral for the Group’s
borrowings respectively (Note 23).

Ageing analysis

Included in trade receivables and receivables from import agents are trade debtors with the
ageing analysis as follows:

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

CUITENE . . oottt e e e e e e e e 4,214 153,367 1,250,230 1,645,061
More than 3 months pastdue ............... ... ... ..... - 200 200 -
Amounts pastdue .......... ... - 200 200 -

4,214 153,567 1,250,430 1,645,061

Impairment of trade and other receivables

No allowance of impairment loss was recorded in respect of trade and other receivables for the
years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010.

Receivables that were neither past due nor impaired relate to customers for whom there was no
recent history of default.

Receivables that were past due but not impaired relate to a number of independent customers
that have a good track record with the Group. Based on past experience, management believes
that no impairment allowance is necessary in respect of these balances as there has not been a
significant change in credit quality and the balances are still considered fully recoverable. The
Group does not hold any collateral over these balances.
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RESTRICTED BANK DEPOSITS

The Group pledged bank deposits of maturity more than three months of RMB11,500,000,
RMB296,937,929, RMB565,762,000 and RMB671,957,913 as at 31 December 2007, 2008
and 2009 and 30 June 2010 as collateral for the Group’s borrowings (Note 23) and banking
facilities in respect of issuance of bills (Note 27) and letters of credit by the Group.

CASH AND CASH EQUIVALENTS

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Cashinhandandatbank .............................. 37,999 99,141 244,167 542,023

At 31 December 2007, 2008 and 2009 and 30 June 2010, cash and cash equivalents of
RMB30,747,631, RMB87,145,948, RMB 177,605,000 and RMB202,847,158 respectively was
held by the entities of the Group in the PRC. RMB is not a freely convertible currency and the
remittance of funds out of the PRC is subject to the exchange restriction imposed by the PRC
government.

Included in cash and cash equivalents in the combined balance sheet are the following amounts
denominated in a currency other than the functional currency of the entity to which they relate:

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

United States dollars . ........... ... .. ... ... ... 64 53 782 1,726

SECURED BANK AND OTHER LOANS

The secured bank and other loans were repayable as follows:

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Withinoneyear ......... ..., 123,822 599,038 1,399,547 2,195,274

At 31 December 2007, 2008 and 2009 and 30 June 2010, the loans were repayable within one
year, and bearing interest at the range of 7.45% to 7.50% per annum, 3.90% to 8.35%
per annum, 0.90% to 6.78% per annum and 1.18% to 6.32% per annum respectively.

At 31 December 2007, 2008 and 2009 and 30 June 2010, bank and other loans amounting to
RMB11,322,130, RMB292,185,432, RMB711,849,952 and RMB711,882,026 were secured by

bank deposits placed in banks with an aggregate carrying value of RMB11,500,000,
RMB296,937,929, RMB565,762,000 and RMB435,069,434 respectively.

At 31 December 2007, 2008 and 2009 and 30 June 2010, bank and other loans amounting to
RMB112,500,000, RMB306,852,521, RMB404,173,126 and RMB287,542,005 were secured
by coking coals inventories of the Group with an aggregate carrying value of RMB76,417,000,
RMB164,248,000, RMB267,611,547 and RMB208,528,164 respectively.
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At 31 December 2009 and 30 June 2010, bank and other loans amounting to RMB283,523,544
and RMB1,222,769,945 were secured by pledged trade and bills receivables with an aggregate
carrying value of RMB283,523,544 and RMB1,164,106,416.

At 31 December 2007, 2008 and 2009 and 30 June 2010, bank facilities utilised by the
companies comprising the Group of RMB nil, RMB nil, RMB550,965,025 and
RMB862,803,338 were guaranteed by the controlling shareholder Mr. Wang Xing Chun and
related parties of the Group which are under common control of Mr. Wang Xing Chun.

Further details of the Group’s management of liquidity risk are set out in Note 31(b).

CONVERTIBLE BONDS
At 31 December At 30 June
2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000
US$50,000,000 Subscription Agreement ................. - - - 326,835
US$10,000,000 Subscription Agreement . ................ - - - 66,899
- - - 393,734

Convertible bonds recognised in the combined balance sheets as at 30 June 2010 are as
follows:

At 30 June 2010
At TJanuary .. ..o -
Initial recognition of liability component of convertible bonds ........................... 376,098
Interest charged during the period . . ... ... .. 19,686
Exchange adjustments . . ... ...ttt e (2,050)
393,734
Less: Current portion of convertible bonds . ......... ... . . . (13,921)
Non-current portion of convertible bonds . ......... ... .. . 379,813

On 30 March 2010, the Company entered into a Subscription Agreement (“the First
Agreement”) with Coppermine Resources Limited and Silver Grant International Industries
Ltd. (“Coppermine Resources & Silver Grant”) in respect of the issue of US$50,000,000
(US$25,000,000 each) convertible bonds (the “First Convertible Bond”). The First Convertible
Bond bears interest from the date of issue at the rate of 3.5% per annum and is payable in
arrears on the date falling six months after the date of issue and on a date falling every six
months thereafter. The maturity date of the First Convertible Bond is 20 April 2013.

On 22 April 2010, the Company entered into a Subscription Agreement (“the Second
Agreement”) with ITOCHU Corporation (“ITOCHU”) in respect of the issue of
US$10,000,000 convertible bonds (the “Second Convertible Bond™). The Second Convertible
Bond bears interest from the date of issue at the rate of 3% per annum and is payable in arrears
on the date falling six months after the date of issue and on a date falling every six months
thereafter. The maturity date of the Second Convertible Bond is 30 April 2013.

Subject to the completion of the initial public offering of the Company under the First
Agreement and the Second Agreement and the exercise of conversion right by Coppermine
Resources & Silver Grant and ITOCHU (the “Bondholders”), the Company should allot and
issue to Coppermine Resources & Silver Grant and ITOCHU ordinary shares equivalent to
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303,030,304 shares and 50,000,250 shares of the entire issued shares of the Company, on a
fully diluted basis (“New Ordinary Shares”) respectively, as if the First Convertible Bond, the
Second Convertible Bond and redeemable convertible preferred shares (Note 25) had been
converted into ordinary shares of the Company. The First Convertible Bond and the Second
Convertible Bond (the “Convertible Bonds”) can only be converted in whole not in part.

The Convertible Bonds are redeemable by the Bondholders at a price equal to the sum of:
(a) the aggregate of all principal amounts and interest accrued outstanding of Convertible
Bonds, and (b) an additional amount for receiving a 25% internal rate of return per annum on
such principal amount up to the date of actual payment within 30 months after the date of the
First Agreement and the Second Agreement, respectively, if the initial public offering is not
completed within 24 months after the date of the First Agreement and the Second Agreement
(c) an additional amount for receiving a 15% internal rate of return per annum on such
principal amount up to the date of actual payment if the initial public offering of the Company
is completed while the Bondholders do not exercise the conversion right.

If the conversion or redemption does not take place before the maturity date, the Company
shall repay principal amount outstanding to Bondholders together with all interest accrued
thereon up to and including the date of actual repayment.

The Convertible Bonds contain liability and equity components. On the issue of the
Convertible Bonds, the fair value of the liability component was valued by the directors with
reference to a valuation report issued by Jones Lang LaSalle Sallmanns Limited using
discounted cash flows method. The 25% internal rate of return per annum has been taken into
account for the valuation of the liability component of the Convertible Bonds. The residual
amount, representing the equity component, is included in other reserve. The liability
component is subsequently carried at amortised cost using the effective interest method until
extinguished on conversion or redemption. If the Convertible Bonds are converted, the
carrying amounts of the equity and liability components are transferred to share capital and
share premium as consideration for the shares issued.

REDEEMABLE CONVERTIBLE PREFERRED SHARES

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

US$60,000,000 Subscription Agreement . ................ - - - 392,202

Redeemable convertible preferred shares recognised in the combined balance sheets as at
30 June 2010 are as follows:

At 30 June 2010

At 1 January . . ..o e -
Initial recognition of liability component of redeemable convertible preferred shares . ......... 374,005
Interest charged during the period . . ... . .. 20,238
Exchange adjustments .. ... ... ... .. .t (2,041)
392,202

Less: Current portion of redeemable convertible preferred shares ............. ... ... ... ... (14,261)
Non-current portion of redeemable convertible preferred shares .............. ... ... ... ... 377,941
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On 18 April 2010, the Company issued 363,636,364 redeemable convertible preferred shares
(“RCPS”) to Winstar Capital Group Limited (“Winstar”), for a cash consideration of
US$60,000,000 (equivalent to US$0.165 per RCPS) according to the subscription agreement
for RCPS (the “RCPS Subscription Agreement”).

The RCPS is entitled to a preferred dividend from the date of issue at the rate of 3.5% per
annum and is payable in arrears on the date falling six months after the date of issue and on a
date falling every six months thereafter. No dividend was paid during the six months ended
30 June 2010 (during the six months ended 30 June 2009 (unaudited): nil) and unpaid
dividends of RMB20,237,632 during the six months ended 30 June 2010 (during the six
months ended 30 June 2009 (unaudited): nil) were accrued as at 30 June 2010. Dividends on
redeemable convertible preferred shares are accounted for using the effective interest method
and recorded as interest expense.

The RCPS is convertible into ordinary shares of the Company at the option of the holders of
RCPS at any time before the maturity date of 20 April 2013 without the payment of any
additional consideration. The RCPS is also automatically converted upon the completion of the
initial public offering of the Company under the RCPS Subscription Agreement. The
conversion basis is one preferred share to one ordinary share of the Company. The RCPS can
only be converted in whole not in part.

Except for certain matters, the holder of the RCPS has the right to one vote for each RCPS and
one vote for every ordinary share of the Company in which the RCPS is converted. The holder
of the RCPS has the right to receive a dividend whenever the holders of ordinary shares of the
Company receive a dividend.

The RCPS is redeemable at the option of the holders of RCPS before the date of completion of
the initial public offering and at a price equal to the sum of: (a) the aggregate of all amounts
outstanding including accrued but unpaid dividends of RCPS and (b) an additional amount for
receiving a 25% internal rate of return per annum on such principal amount up to the date of
actual payment within 30 months after the date of RCPS Subscription Agreement, if certain
condition precedent could not be fulfilled within 24 months after the date of the RCPS
Subscription Agreement.

If the subscription of RCPS Subscription Agreement does not take place before the maturity
date of 20 April 2013, the Company is required to redeem the whole amount of
US$60,000,000 under RCPS Subscription Agreement to Winstar at the maturity date.

The RCPS contain liability and equity components. On the issue of the RCPS, the fair value of
the liability component was valued by the directors with reference to a valuation report issued
by Jones Lang LaSalle Sallmanns Limited using discounted cash flows method. The 25%
internal rate of return per annum has been taken into account for the valuation of the liability
component of the RCPS. The residual amount, representing the equity component, is included
in other reserve. The liability component is subsequently carried at amortised cost using the
effective interest method until extinguished on conversion or redemption. If the RCPS are
converted, the carrying amounts of the equity and liability components are transferred to share
capital and share premium as consideration for the shares issued.
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EQUITY SETTLED SHARE-BASED TRANSACTIONS

The Company has a share option scheme (the “Scheme”) which was adopted on 30 June 2010
(the “Adoption Date”) whereby the directors of the Company are authorised, at their direction,
to invite employees of the Group including directors of any company of the Group, to take up
options at HK$1 consideration to subscribe for shares of the Company. The options will vest
every three months over a period of five years commencing from 1 April 2010 (“initial vesting
date”) in equal portions (5% each) on the first day of each three-month period after the initial
vesting date and are exercisable from 1 April 2011 (12 months after the initial vesting date of
1 April 2010) until 30 June 2015 (a period of five years from the Adoption Date of 30 June
2010) at a fixed subscription price. Each option gives the holder the right to subscribe for one
ordinary share in the Company and is settled gross in shares.

®

(ii)

(iii)

The number of options granted to directors and management during the Relevant
Period is 52,093,000 and 55,852,000 respectively, whereby all options are settled by
physical delivery of shares.

The number and weighted average exercise prices of share options are as follows:

Six months ended

30 June 2010
Weighted
average Number

exercise price of options

Outstanding at 1 January ........... . ... ... i, - -
Granted during the period . ......... ... . ... ... .. . HK$1.677 107,945,000

Outstanding at30June ......... ... .. .. i HK$1.677 107,945,000

Exercisable at30June ......... .. ... ... ... - -

The options outstanding at 30 June 2010 had an exercise price of HK$1.677 per share
and a weighted average remaining contractual life of 5 years.

Fair value of share options and assumptions

The fair value of services received in return for share options granted is measured by
reference to the fair value of share options granted. The fair value of the share options
was valued by the directors with reference to a valuation report issued by Jones Lang
LaSalle Sallmanns Limited. The estimate of the fair value of the share options granted
is measured based on a Binomial Tree option pricing model. The contractual life of the
share option was used as an input into this model.

At 30 June 2010
Share Price . . ... ...t HK$2.97
EXEICISE PIICE .« « v v e ettt e e e e e e e e e e e e HK$1.677
Expected volatility . ... ... .. e 63.15%
Option life (expressed as weighted average life used in modelling
under Binomial Tree option pricing model) ........... ... .. .. .. .. .. .. ..... 5 years
Expected dividends ....... ... .. 5.00%
Risk-free interest rate . . . .. oottt et 1.54%

The expected volatility is based on the historic volatility of entities in the same
industry (calculated based on the weighted average remaining life of the share
options), adjusted for any expected changes to future volatility based on publicly
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(a)

available information. Expected dividends are based on management estimate. The
risk-free interest rate is based on the yield of 5-year Hong Kong Exchange Fund
Notes. Changes in the subjective input assumptions could materially affect the fair
value estimate.

Share options were granted under a service condition. The condition has not been
taken into account in the grant date fair value measurement of the services received.
There was no market condition associated with the share option grants.

Equity settled share-based payment expense amounting to RMB30,682,002 during the
six months ended 30 June 2010 (during the six months ended 30 June 2009 (unaudited): nil)
was recognised in profit or loss.

TRADE AND OTHER PAYABLES

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Trade and bills payables .............................. 22,232 154,822 483,794 490,103
Payables to import agents . .............c.. ... - - 850,814 834,461
Amounts due to related parties . ............ ... .. ... 43,238 15,166 - 6
Advances from Customers . ................c.ouiiirinr.n. 83,256 50,008 52,565 70,695
Payables in connection with construction projects .......... 5,414 9,182 19,759 25,018
Payables for purchase of equipment ..................... 21,277 16,515 35,308 6,859
Payables for investment in jointly controlled entity ......... - - - 211,385
Others ... 18,841 18,441 80,194 28,655

194,258 264,134 1,522,434 1,667,182

At 30 June 2010, bills payable amounting to RMB173,000,000 was secured by bank deposits
placed in a bank with an aggregate carrying value of RMB173,000,000.

Trade and bills payables and payables to import agents are expected to be settled within one
year or are repayable on demand. The maturity analysis of these payables is as follows:

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Due within 1 monthorondemand ...................... 4,748 33,909 1,082,569 147,473
Due after 1 month but within3months . .................. 17,484 120,913 252,039 1,061,091
Due after 3 months but within 6months . ................. - - - 116,000

22,232 154,822 1,334,608 1,324,564

INCOME TAX IN THE COMBINED BALANCE SHEETS

Tax payable in the combined balance sheets represents:

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

AtlJanuary .. ...t 14,892 21,168 9,471 31,442
Provision for the year/period (Note 5(a)) ................. 7,428 7,601 55,053 119,624
Incometaxpaid ........ ... ..t (1,152) (19,298) (34,649) (71,274)
Disposal of discontinued operations ..................... - - 1,567 -
At 31 December/30June ........oiiiii 21,168 9,471 31,442 79,792
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(b)

(¢)

(d)

Deferred tax assets and liabilities recognised:

®

(i)

The components of deferred tax assets/(liabilities) recognised in the combined balance

sheets and the movements during the Relevant Period are as follows:

Property, Unrealised
plant and profits on
equipment Government intra-group
revaluation grants transactions Total
RMB’000 RMB’000 RMB’000 RMB’000
Deferred tax arising from:
At 1 January 2007 ....... ... ... ... (2,639) 14,607 22 11,990
Credited to combined income statement . . . . . 50 3,588 2,824 6,462
At 31 December 2007 ................... (2,589) 18,195 2,846 18,452
At 1January 2008 . .......... ... . ...... (2,589) 18,195 2,846 18,452
Credited/(charged) to combined income
statement .. ...........iie 695 (946) 17,092 16,841
At 31 December 2008 ................... (1,894) 17,249 19,938 35,293
At 1January 2009 . .......... ... ... .. (1,894) 17,249 19,938 35,293
Credited/(charged) to combined income
statement .. ... 46 (71) (6,884) (6,909)
Disposal of discontinued operations
Note35) ..o 1,848 - - 1,848
At 31 December 2009 ................... - 17,178 13,054 30,232
At1January 2010 ........ ... .. ... ... - 17,178 13,054 30,232
(Charged)/credited to combined income
statement . ...........i i - (179) 7,893 7,714
At30June 2010 ......... ... ... - 16,999 20,947 37,946
Reconciliation to the combined balance sheets
At 31 December At 30 June
2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000
Net deferred tax assets recognised on the combined
balance sheets ............. . ... .. ... . ..... 21,041 37,187 30,232 37,946
Net deferred tax liabilities recognised on the
combined balance sheets .................... (2,589) (1,894) - -
18,452 35,293 30,232 37,946

Deferred tax assets not recognised

In accordance with the accounting policy set out in Note 1(v), the Group did not recognise
deferred tax assets in respect of cumulative tax losses of RMB11,740,000, RMB24,368,000,
RMB&826,660 and RMB15,518,375 as at 31 December 2007, 2008 and 2009 and 30 June 2010,
respectively as the management considers it is not probable that future taxable profits against
which the losses can be utilised will be available in the relevant tax jurisdiction and entity. The
tax losses will expire in five years after the tax losses generated under current tax legislation.

Deferred tax liabilities not recognised

Under the new PRC income tax law and its relevant regulations, PRC-resident enterprises are
levied withholding tax at 10% on dividends to their non-PRC-resident corporate investors for
profits earned since 1 January 2008.
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Since the Group could control the quantum and timing of distribution of profits of the Group’s
subsidiaries in the PRC, deferred tax liabilities are not provided to the extent that such profits
are not expected to be distributed in the foreseeable future. Deferred tax liabilities in respect of
tax that would be payable on distributing these retained earnings were not provided for
amounted to RMB nil, RMB130,000, RMB246,000 and RMB5,326,100 as at 31 December
2007, 2008 and 2009 and 30 June 2010, respectively.

SHARE CAPITAL
Authorised and issued capital

The Company was incorporated on 17 September 2007 with an authorised capital of 50,000
shares. On the same date, one share was issued and allotted to Winsway International
Petroleum & Chemicals Limited at a consideration of US$1.

On 12 November 2007, Winsway International Petroleum & Chemicals Limited transferred its
entire equity interest in the Company to Sincere Hill Management Ltd. (“Sincere Hill”) for a
consideration of US$1.

On 31 December 2007, the Company issued and allotted two additional shares to Sincere Hill
at an aggregate consideration of US$38,182,611.

On 31 March 2008, the Company issued and allotted one additional share to Sincere Hill at a
consideration of US$5,200,000.

On 30 April 2008, the Company issued and allotted one additional share to Sincere Hill at a
consideration of US$5,800,000.

On 15 July 2008, the Company increased its authorised share capital from 50,000 to
2,000,000,000 ordinary shares.

On 15 July 2008, the Company issued and allotted 1,999,999,995 additional shares, among
which 27,752,000 shares, 300,000,000 shares and 1,672,247,995 shares were issued and
allotted to Ray Splendid Limited, Winsway International Petroleum & Chemicals Limited and
Sincere Hill, at a consideration of US$1, respectively.

On 31 May 2009, Sincere Hill transferred its entire equity interest in the Company of
1,672,248,000 shares to Winsway Resources Holdings Limited for a consideration of
US$49,182,613.

On 26 March 2010, Winsway International Petroleum & Chemicals Limited transferred its
equity interest in the Company of 37,735,849 shares to Sparkle Land Limited,
30,303,030 shares to Top Dream Holdings Limited, 12,121,212 shares to Gold Shine
Enterprises Limited and 3,636,364 shares to Unique Grace Management Limited for a
consideration of US$10,000,000, US$5,000,000, US$2,000,000 and US$600,000, respectively.

On 18 April 2010, the Company issued and allotted 363,636,364 redeemable preferred shares
to Winstar Capital Group Limited for a consideration of US$60,000,000.

On 30 April 2010, Winsway International Petroleum & Chemicals Limited transferred its
equity in the Company of 5,000,000 shares to Champaign Holdings Limited for a
consideration of US$1,000,000.
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(c)

On 30 April 2010, the Company issued and allotted 60,606,060 additional shares to Samtop
Development Limited at an aggregate consideration of US$10,000,000.

For the purpose of the report, the aggregate amount of share capital of the companies now
comprising the Group, after elimination of investments in subsidiaries, was included in other
reserve during the Relevant Period (Note 30(a)).

Capital management

The Group’s primary objectives when managing capital are to safeguard the Group’s ability to
continue as a going concern, so that it can continue to provide returns for equity shareholders
and benefits for other shareholders, by pricing products and services commensurately with the
level of risk and by securing access to finance at a reasonable cost, and to maintain an optimal
capital structure to reduce cost of capital.

The Group actively and regularly reviews and manages its capital structure to maintain a
balance between the higher equity shareholder returns that might be possible with higher levels
of borrowings and the advantages and security afforded by a sound capital position, and makes
adjustments to the capital structure in light of changes in economic conditions.

The Group monitors its capital structure on the basis of a net debt-to-equity ratio. This ratio is
calculated as net debt (which includes bank and other loans less cash and bank balances)
divided by total equity (including equity attributable to equity shareholders of the Company).
As at 31 December 2007, 2008 and 2009 and 30 June 2010 the net debt-to-equity ratio are
24.1%, 37.9%, 58.5% and 59.8%, respectively.

RESERVES
Other reserves

Other reserves as at the respective balance sheet dates included the aggregate amount of
paid-in capital or share capital of the companies now comprising the Group after elimination of
the investments in subsidiaries and the changes in equity arisen from the acquisition of
non-controlling interests.

Statutory reserve

Pursuant to the Articles of Association of the companies comprising the Group in the PRC,
appropriations to the statutory reserve were made at a certain percentage of profit after taxation
determined in accordance with the accounting rules and regulations of the PRC. The
percentage for this appropriation was decided by the directors of the respective companies
comprising the Group. During the years ended 31 December 2007, 2008 and 2009 and 30 June
2010, amounts in retained earnings of RMB1,017,214, RMB1,543,361, RMB13,622,178 and
RMB40,951,127 were transferred from retained earnings to statutory reserve.

Statutory reserve can be utilised in setting off accumulated losses or increasing capital of the
companies comprising the Group is non-distributable other than in liquidation.

Exchange reserve

The exchange reserve comprises all foreign exchange differences arising from the translation
of the financial statements of operations outside the PRC which are dealt with in accordance
with the accounting policies as set out in Note 1(y).
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Distributability of reserves

At 31 December 2007, 2008 and 2009 and 30 June 2010, the aggregate amount of reserves
available for distribution to equity shareholders of the Company was RMB278,908,723,
RMB332,482,622, RMB490,907,906 and RMB731,486,703 respectively.

FINANCIAL RISK MANAGEMENT AND FAIR VALUES

Exposure to credit, liquidity and currency risks arises in the normal course of the Group’s
business.

The Group’s exposure to these risks and the financial risk management policies and practices
used by the Group to manage these risks are described below.

Credit risk

The Group’s credit risk is primarily attributable to trade and other receivables. Management
has a credit policy in place and the exposures to these credit risks are monitored on an ongoing
basis.

In respect of trade and other receivables, individual credit evaluations are performed on all
customers requiring credit over a certain amount. These evaluations focus on the customer’s
past history of making payments when due and current ability to pay, and take into account
information specific to the customer as well as pertaining to the economic environment in
which the customer operates. Trade receivables are due within 90 days from the date of billing.
Debtors with balances that are more than 90 days past due are normally requested to settle all
outstanding balances before any further credit is granted. Normally, the Group does not obtain
collateral from customers.

In respect of receivables under finance lease, the Group manages credit risk throughout the
entire credit process including pre-lending evaluations, credit approval and post-lending
monitoring. To mitigate risks, where appropriate, the Group requests lessees to provide
collateral and guarantees. The finance leases are due from a corporate that has high credit
standing. Given their credit standing, management does not expect the counterparty to fail to
meet its obligations.

The Group’s exposure to credit risk is influenced mainly by the individual characteristics of
each customer rather than the industry or country in which the customers operate and therefore
significant concentrations of credit risk primarily arise when the Group has significant
exposure to individual customers. At 31 December 2007, 2008 and 2009 and 30 June 2010,
0%, 53%, 5% and 1% of the trade receivables were due from the Group’s largest customer and
8%, 56%, 11% and 13% of the trade receivables were due from the Group’s five largest
customers respectively.

The maximum exposure to credit risk without taking account of any collateral held is
represented by the carrying amount of each financial asset in the balance sheet after deducting
any impairment allowance. Except for the financial guarantees given by the Group as set out in
Note 34, the Group does not provide any other guarantees which would expose the Group to
credit risk. The maximum exposure to credit risk in respect of these financial guarantees at the
balance sheet date is disclosed in Note 34.
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Further quantitative disclosure in respect of the Group’s exposure to credit risk arising from
trade and other receivables and receivables under finance lease are set out in Note 20 and
Note 18 respectively.

Liquidity risk

Individual operating entities within the Group are responsible for their own cash management,
including the short-term investment of cash surpluses and the raising of loans to cover
expected cash demands. The Group’s policy is to regularly monitor its liquidity requirements
and its compliance with lending covenants, to ensure that it maintains sufficient reserves of
cash and adequate committed lines of funding from major financial institutions to meet its
liquidity requirements in the short and longer term.

The Group recorded a net cash (outflow)/inflow from operating activities of RMB242,415,000
(outflow), RMB126,545,000, RMB311,504,000 (outflow) and RMB54,218,000 (outflow) for
the years ended 31 December 2007, 2008 and 2009 and the six months ended 30 June 2010
respectively. For the same periods, the Group had a net cash outflow to investing activities of
RMB105,466,000, RMB526,071,000, RMB569,634,000 and RMB294,005,000 respectively.
The Group also recorded a net cash inflow from financing activities of RMB374,294,000,
RMB460,665,000, RMB1,026,162,000 and RMB646,086,000 respectively. The Group had an
increase in cash and cash equivalents of RMB26,413,000, RMB61,139,000, RMB 145,024,000
and RMB297,863,000 respectively.

The directors of the Company have carried out a detailed review of the cash flow forecast of
the Group for the period ending 31 December 2011. Based on such forecast, the directors have
determined that adequate liquidity exists to finance the working capital and capital expenditure
requirements of the Group during that period. The directors are of the opinion that the
assumptions and sensitivities which are included in the cash flow forecast are reasonable.
However, as with all assumptions in regard to future events, these are subject to inherent
limitations and uncertainties and some or all of these assumptions may not be realised.
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(c)

Currency risk

The Group is exposed to currency risk primarily through sales, purchases and borrowings
which give rise to payables, cash balances and bank loans that are denominated in a foreign
currency, i.e. a currency other than the functional currency of the operations to which the
transactions relate. The currency giving rise to this risk is primarily United States dollars. The
Group manages this risk as follows:

®

(ii)

Exposure to currency risk

The following table details the Group’s exposure at the balance sheet dates to currency
risk arising from recognised assets or liabilities denominated in a currency other than
the functional currency of the entity to which they relate. For presentation purposes,
the amounts of the exposure are shown in Renminbi, translated using the spot rate at
the year end date. Differences resulting from the translation of the financial statements
of foreign operations into the Group’s presentation currency are excluded.

Exposure to foreign currency
(expressed in Renminbi)

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Cash and cash equivalents . .................... 64 53 782 1,726

Trade payables . ........ ... ... ... . . ... (1,368) (2,575)  (295,067) (1,052,163)

Bankloans ............ .. ... .. .. .. (11,322)  (366,283)  (470,987) (370,705)
Net exposure arising from recognised assets and

liabilities ........... ... il (12,626)  (368,805) (765,272) (1,421,142)

Sensitivity analysis

The following table indicates the instantaneous change in the Group’s profit after tax
(and retained earnings) and equity that would arise if foreign exchange rate to which
the Group has significant exposure at the balance sheet dates had changed at that date,
assuming all other risk variables remained constant.

Six months
Years ended 31 December ended 30 June
2007 2008 2009 2010

Increase/ Effect Increase/ Effect Increase/ Effect Increase/ Effect

(decrease) on profit (decrease) on profit (decrease) on profit (decrease) on profit

in foreign after tax and in foreign after tax and in foreign after tax and in foreign after tax and

exchange retained exchange retained exchange retained exchange retained

rate earnings rate earnings rate earnings rate earnings

RMB’000 RMB’000 RMB’000 RMB’000

United States

dollars . . . . 5% (423) 5% (13,830) 5% (28,698) 5% (53,293)
(5)% 423 (5)% 13,830 (5)% 28,698 (5)% 53,293

Results of the analysis as presented in the above table represent an aggregation of the
instantaneous effects on each of the Group entities’ profit after tax and equity
measured in the respective functional currencies, translated into Renminbi at the
exchange rate ruling at the date of balance sheet for presentation purposes.

The sensitivity analysis assumes that the change in foreign exchange rate had been
applied to re-measure those financial instruments held by the Group which expose the
Group to foreign currency risk at the date of balance sheet, including inter-company
payables and receivables within the Group which are denominated in a currency other
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than the functional currencies of the lender or the borrower. The analysis excludes
differences that would result from the translation of the financial statements of foreign
operations into the Group’s presentation currency.

Fair values
The Group has no financial instruments measured at fair value during the Relevant Period.

In respect of cash and cash equivalents, trade and other receivables and trade and other
payables, the carrying amounts approximate fair value due to the relatively short term nature of
these financial instruments.

The aggregate fair values of other financial liabilities carried on the Financial Information are
not materially different from their fair values as at 31 December 2007, 2008 and 2009 and
30 June 2010.

The fair values of borrowings, liability component of convertible bonds and liability
component of redeemable preferred shares have been determined by discounting the relevant
cash flows using current interest rates for similar instruments at the respective balance sheet
dates.

MATERIAL RELATED PARTY TRANSACTIONS

The Group had the following material related party transactions during the Relevant Period.
Key management personnel remuneration

Key management personnel are those persons holding positions with authority and
responsibility for planning, directing and controlling the activities of the Group, directly or
indirectly, including the Group’s directors.

Remuneration for key management personnel, including amounts paid to the Company’s

directors as disclosed in Note 6, and certain of the highest paid employees as disclosed in Note
7, 1s as follows:

Six months
Years ended 31 December ended 30 June
2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Short-term employee benefits ... ............ 936 2,249 3,503 1,580 20,943

The remuneration is included in “staff costs” (see Note 4(b)).
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Material related party transactions

During the Relevant Period, the Group entered into the following material related party
transactions:

Six months
Years ended 31 December ended 30 June
2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Sale of coking coals to related parties ........ - - 346,358 28,993 -
Purchase of agency service from related
PATLY .o - - 10,043 1,703 1,288
Net (repayments of advances from)/advances
from related parties .. ................... (317,495) (28,072) (14,029) 164,253 6
Net (repayments of advances to)/advances to
related parties .............. .. ... ... (69,399)  (120,217) (26,962) 153,761 497
Consideration for sale of discontinued
operations to related parties .............. 24,702 - 37,982 - -

The directors of the Group are of the opinion that the above related party transactions were
conducted on normal commercial terms and in accordance with the agreements governing such
transactions.

Related party balances

The outstanding balances arising from above transactions at combined balance sheets are as
follows:

(1) Amounts due from related parties
At 31 December At 30 June
2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000
Amounts due from related parties ................ 157,134 26,962 120,029 497
Receivables in respect of sale of discontinued
operations due from related parties . ............ 24,702 - - -
(i1) Amounts due to related parties
At 31 December At 30 June
2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000
Amounts due to related parties .................. 43,238 15,166 - 6
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COMMITMENTS
Capital commitment

At 31 December 2007, 2008 and 2009 and 30 June 2010, the Group had the following capital
commitments not provided for in the Financial Information:

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Contracted for . ........ ... i 27,870 12,781 60,010 508,909
Authorised but not contracted for ........................ - 16,000 535,270 2,439,107

27,870 28,781 595,280 2,948,016

Operating lease commitment

As at 31 December 2007, 2008 and 2009 and 30 June 2010, the total future minimum lease
payments under non-cancellable operating leases in respect of buildings and others, are
payable as follows:

At 31 December At 30 June

2007 2008 2009 2010

RMB’000 RMB’000 RMB’000 RMB’000

Within Lyear ........ ..o i 3,600 35 2,003 8,350
After 1 year but withinSyears ............ ... .. ... .... - 3 - 11,468
3,600 38 2,003 19,818

The Group leases buildings and others under operating leases. The leases typically run for an
initial period of 1 to 4 years, with an option to renew when all terms are renegotiated. None of
the leases includes contingent rentals.

CONTINGENT LIABILITIES-FINANCIAL GUARANTEES ISSUED

At the combined balance sheets dates, the Group has issued certain guarantees to banks in
respect of banking facilities granted to certain related parties. The maximum liability of the
Group as at 31 December 2007, 2008 and 2009 and 30 June 2010 under these guarantees
issued is the outstanding amount of the bank loans and the banking facilities in respect of
issuance of letters of credit of RMB29,218,400, RMB612,446,760, RMB1,034,035,744 and
RMB535,319,250 respectively.

As at 31 December 2007, 2008 and 2009 and 30 June 2010, the Group has issued guarantees to
banks in respect of banking facilities granted to third parties. The maximum liability of the
Group as at 31 December 2007, 2008 and 2009 and 30 June 2010, under these guarantees
issued is the outstanding amount of the bank loans and the banking facilities in respect of
issuance of letters of credit of RMB nil, RMB nil, RMB170,500,000 and RMB nil
respectively.

At the combined balance sheets dates, the director does not consider it probable that a claim
will be made against the Group under any of the guarantees. The Group has not recognised any
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deferred income in respect of the guarantees as its fair value cannot be reliably measured using
observable market data.

DISCONTINUED OPERATIONS

During the Relevant Period, the Group has disposed of the following subsidiaries, each of
which represent a separate major line of business or geographical area of operations, or is part
of a single co-ordinated plan to dispose of a separate major line of business in geographical
area of operations. Management committed to plans to sell each of these subsidiaries in the
same year of respective disposals. The results of these subsidiaries are presented on the
combined income statements as discontinued operations. Further details of these disposals are
set out below:

e In February 2007, the Group disposed of a subsidiary, Chongqing Huize Petrochemicals
Co., Ltd., to related parties, close family members of key management personnel of the
Group;

e In December 2007, the Group disposed of a subsidiary, Qinhuangdao Yuecheng
Petrochemicals Co., Ltd., to a related party, Mudanjiang Shoukong Petrochemical Co.,
Ltd.;

e In June 2008, the Group liquidated a subsidiary, Shanxi Dingshun Import Export Trading
Co., Ltd.;

e In December 2008, the Group disposed of a subsidiary, Ningbo Beilun Fuel Trading Co.,
Ltd., to a related party, Ningbo Junye Petroleum and Chemical Co., Ltd.;

e In March 2009, the Group disposed of a subsidiary, Inner Mongolia Urad Zhongqi Sanhe
Energy Development Co., Ltd., to third parties;

e In September 2009, the Group disposed of subsidiaries, Asia Eagle Development Limited,
Global Luck International Ltd., MonChallenge Investment Ltd. and Monport LLC, to a
related party, Enerstar Investment Limited; and

e In November 2009, the Group disposed of subsidiaries, APR LLC and MonCrown
Investment Ltd., to a related company, Enerstar Investment Limited.
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Results attributable to discontinued operations for the years ended 31 December 2007, 2008
and 2009 and the six months ended 30 June 2010 are as follows:

Six months
Years ended 31 December ended 30 June
2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Results of discontinued operations
Revenue ......... ... ... ... ... . ... 2,051 - - - -
EXPENSes .. oot (12,195) (31,868) (8,194) (7,719) -
Results from operating activities ............ (10,144) (31,868) (8,194) (7,719) -
Income tax (Note 5(a)) .................... (1,116) (1,399) 46 46 -
Results from operating activities, net of
incometax ........................... (11,260) (33,267) (8,148) (7,673) -
Gain on disposal of discontinued
operations ........................... 4,497 126 29,565 28,530 -
(Loss)/profit for the year from discontinued
operations ........................... (6,763) (33,141) 21,417 20,857 -
Attributable to:
Equity shareholders of the Company ....... (7,019) (33,141) 21,417 20,857 -
Non-controlling interests ................ 256 - - - -
(6,763) (33,141) 21,417 20,857 -
Six months
Years ended 31 December ended 30 June
2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Cash flows from/(used in) discontinued
operations
Net cash (used in)/from operating activities . . . . (84,213)  (140,272) 198,282 140,921 -
Net cash (used in)/from investing activities . . . . (15,633) (214,294) 87,748 86,778 -
Net cash from/(used in) financing activities . . . . 118,725 394,764 (287,326) (281,173) -
18,879 40,198 (1,296) (53,474) -
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Effect of disposal on the assets and liabilities of the Group:

Six months
Years ended 31 December ended 30 June
2007 2008 2009 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Property, plant and equipment (Note 12) ...... 8,841 - 16,550 8,834 -
Inventories ............. ... ... .. ... 102 - 78,206 78,189 -
Trade and other receivables and receivables
under finance lease ..................... 130,962 5,089 245,779 159,952 -
Cash and cash equivalents ................. 892 5 6,978 6,441 -
Restricted deposits ..................... .. - - 202,540 202,540 -
Trade and other payables and income tax
payable .......... ... ... (53,852) (20)  (259,787) (238,983) -
Deferred tax liabilities (Note 28(b)) .......... - - (1,848) (1,848) -
Bankloans ................. .. ... . ... ... (42,100) - (258,301) (221,955) -
44,845 5,074 30,117 (6,830) -
Non-controlling interests .................. (4,140) (200) - - -
Net assets disposed of . .................... 40,705 4,874 30,117 (6,830) -
Total consideration ....................... 45,202 5,000 59,682 21,700 -
Gain on disposal of discontinued operations . . . 4,497 126 29,565 28,530 -
Consideration received, satisfied in cash ...... 20,500 5,000 59,682 21,700 -
Cashdisposedof .............. ... ........ (892) 5) (6,978) (6,441) -
19,608 4,995 52,704 15,259 -
Collection of receivables for disposal of
discontinued operations . ................ - - 24,702 - -
Net of cash inflow from disposal of
discontinued operations ................. 19,608 4,995 77,406 15,259 -

SIGNIFICANT ACCOUNTING ESTIMATES AND JUDGEMENTS

The Group’s financial position and results of operations are sensitive to accounting methods,
assumptions and estimates that underlie the preparation of the Financial Information. The
Group bases the assumptions and estimates on historical experience and on various other
assumptions that the Group believes to be reasonable and which form the basis for making
judgments about matters that are not readily apparent from other sources. On an on-going
basis, management evaluates its estimates. Actual results may differ from those estimates as
facts, circumstances and conditions change.

The selection of critical accounting policies, the judgments and other uncertainties affecting
application of those policies and the sensitivity of reported results to changes in condition and
assumptions are factors to be considered when reviewing the Financial Information. The
principal accounting policies are set forth in Note 1. The Group believes the following critical
accounting policies involve the most significant judgments and estimates used in the
preparation of the Financial Information.

(1) Depreciation

Property, plant and equipment are depreciated on a straight-line basis over the
estimated useful lives, after taking into the account the estimated residual value, if any.
The Group reviews the estimated useful lives of the assets regularly in order to
determine the amount of depreciation expense to be recorded during any reporting
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(i)

(iii)

period. The useful lives are based on the Group’s historical experience with similar
assets and taking into account anticipated technological changes. The depreciation
expense for future periods is adjusted if there are significant changes from previous
estimates.

Impairment of assets

If circumstances indicate that the carrying amount of an asset may not be recoverable,
this asset may be considered “impaired”, and an impairment loss may be recognised in
profit or loss. The carrying amounts of assets are reviewed periodically in order to
assess whether the recoverable amounts have declined below the carrying amounts.
These assets are tested for impairment whenever events or changes in circumstances
indicate that their recorded carrying amounts may not be recoverable. When such a
decline has occurred, the carrying amount is reduced to recoverable amount. The
recoverable amount is the greater of the fair value less costs to sell and the value in
use. It is difficult to precisely estimate selling price because quoted market prices for
the Group’s assets are not readily available. In determining the value in use, expected
cash flows generated by the asset are discounted to their present value, which requires
significant judgment relating to the level of sales revenue and amount of operating
costs. The Group uses all readily available information in determining an amount that
is a reasonable approximation of recoverable amount, including estimates based on
reasonable and supportable assumptions and projections of sales revenue and amount
of operating costs.

Income taxes

The Group is subject to income taxes in various jurisdictions. Significant judgment is
required in determining the worldwide provision for income taxes. There are many
transactions and calculations for which the ultimate tax determination is uncertain
during the ordinary course of business. Where the final tax outcome is different from
the amounts that were initially recorded, such differences will impact the income tax
and deferred tax provisions in the year in which such determination is made.
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37

38

POSSIBLE IMPACT OF AMENDMENTS, NEW STANDARDS AND INTERPRETATIONS
ISSUED BUT NOT YET EFFECTIVE FOR THE RELEVANT PERIOD

Up to the date of issue of this Financial Information, the IASB has issued a number of
amendments, new standards and interpretations which are not yet effective for the Relevant
Period and which have not been adopted in the Financial Information.

Effective for accounting
periods beginning on or after

Amendment to IAS 32, Financial instruments:
Presentation — Classification of rights issues 1 February 2010

IFRIC 19, Extinguishing financial liabilities with equity instruments 1 July 2010

Amendments to IFRS1, First-time adoption of International Financial Reporting
Standards — Limited exemption from comparative IFRS7 disclosures for first-

time adopters 1 July 2010
Improvements to IFRSs 2010 1 July 2010
or

1 January 2011

Amendments to IFRIC 14, IAS 19, The limit on a defined benefit asset, minimum
funding requirements and their interaction — Prepayments of a minimum

funding requirement 1 January 2011
Revised IAS 24, Related party disclosures 1 January 2011
IFRS 9, Financial instruments 1 January 2013

The Group is in the process of making an assessment of what the impact of these amendments,
new standards and new interpretations is expected to be in the period of initial application. So
far it has concluded that the adoption of them is unlikely to have a significant impact on the
Group’s results of operations and financial position.

STATUTORY AUDIT

The statutory financial statements of the companies comprising the Group which are subject to
audit during the Relevant Period (or where the companies were incorporated/established at a
date later than 1 January 2007, for the date of incorporation/establishment to 31 December
2009) were audited by the following auditors:

Name of company Financial period Statutory auditors
Baotou-city Haotong Energy Co., Ltd. Period from 18 September 2008  Yongtuo Certified Public Accountants Co., Ltd.
(LB TV R TR AT PR 7)) (date of incorporation) (AR G ST SRS T A R AT A )

to 31 December 2008
Year ended 31 December 2009  Baotou Zhonglu Accountant Business Firm

CELST e 9 )

Beijing Winsway Investment Years ended 31 December 2007, Yongtuo Certified Public Accountants Co., Ltd.
Management Co., Ltd. 2008 and 2009 ALtk I G TS T A R E AR A

(ALK MR 13 5 A AT PR A )

(formerly known as

“Beijing Bright Petroleum &

Chemicals Import & Export Co., Ltd.”)

AL BB A A O A R R

East Wuzhumugin Qi Period from 29 July 2008 Yiyou Certified Public Accountants

Haotong Energy Co., Ltd. (date of incorporation) (R ERAZ IO £ VY @t il 75 )

GRS BRI IO T 48 AR U5 AT PR ) to 31 December 2008 and
year ended 31 December 2009
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Name of company Financial period Statutory auditors
Ejina Qi Haotong Energy Co., Ltd. Period from 19 May 2008 Yongtuo Certified Public Accountants Co., Ltd.
CRELS 40 TG 328 g DA PR ) (date of incorporation) ALt & Rl i R SEAT 2 Al

to 31 December 2008
Year ended 31 December 2009  Inner Mongolia Weilun Certified Public
Accountants

(P52 b e 8

Erlianhaote Haotong Energy Co., Ltd. Period from 18 January 2007 Yongtuo Certified Public Accountants Co., Ltd.
(VR R TR A PR 7)) (date of incorporation) ALt e R T A R AR )

to 31 December 2007 and

year ended 31 December 2008

Year ended 31 December 2009  Baotou Gaoxin Lianhe Certified Public Accountants
CCLSERT G 2 fr R 05 )

Inner Mongolia Haotong Energy Joint Years ended 31 December 2007  Yongtuo Certified Public Accountants Co., Ltd.
Stock Co., Ltd. and 2008 ALK IR G SRS A BT A)
(5 1A AR VR A PR 7)) Year ended 31 December 2009  Baotou Zhonglu Accountant Business Firm
(LS R B RS B)
Nantong Haotong Energy Co., Ltd. Period from 24 February 2009  Nantong Zhongtian CPA Co., Ltd.
(W T B AR T AT PR A (date of incorporation) (GCEULIPS %73 /)
to 31 December 2009
Urad Zhongqi Yiteng Mining Co., Ltd. Year ended 31 December 2007  Urad Haixin Certified Public Accountants
(R R WS A7 B AL 24 ) and 2009 (RO 3 TR T

Year ended 31 December 2008  Beijing Zhongji Certified Public Accountants
ALst AL g ST B B A R AR A

Ningbo Beilun Fuel Trading Co., Ltd. Year ended 31 December 2007  Fenghua Zhengde Lianhe Certified Public
(Note 1) Accountants

CHETTIL o B SRR 5% 4 WA ) (AL T IE 0 A B S5 )

Inner Mongolia Urad Zhongqi Sanhe Year ended 31 December 2007  Urad Haixin Certified Public Accountants
Energy Development Co., Ltd. (Note ii) (R LR TR U 2 5 )

(NS SR =R RIS FRA Fl)  Year ended 31 December 2008 Beijing Zhongji Certified Public Accountants
(LT ALt Rl 5 i A R AT 2 \l)

Monport LLC (Note iii) Years ended 31 December 2007 DALAIVAN AUDIT
and 2008

APR LLC (Note iv) Years ended 31 December 2007 DALAIVAN AUDIT
and 2008

Notes

(i) The Group disposed of its entire equity interest in Ningbo Beilun Fuel Trading Co., Ltd. on 31 December 2008.

(ii) The Group disposed of its entire equity interest in Inner Mongolia Urad Zhongqi Sanhe Energy Development Co., Ltd. on
31 March 2009.

(iii)  The Group disposed of its entire equity interest in Monport LLC on 30 September 2009.
(iv)  The Group disposed of its entire equity interest in APR LLC on 18 November 2009.
SUBSEQUENT EVENTS

The following significant events took place subsequent to 30 June 2010:

1. The Group Reorganisation was completed on 9 August 2010. Details of the Group
Reorganisation are set out in the section headed “History, Reorganisation and Group
Structure” in the Prospectus.

2. Pursuant to Board resolutions dated 16 September 2010, the Company declared a
dividend of RMB287,732,611 to the equity shareholders of Company and the holders
of the Convertible Bonds (see Note 24) and RCPS (see Note 25).
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BALANCE SHEETS OF THE COMPANY

The balance sheets of the Company as at 31 December 2007, 2008 and 2009 and 30 June 2010
were as follows:

At 31 December At 30 June
Note 2007 2008 2009 2010
RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets
Property, plant and equipment, net ........... - - - 29

Investment in subsidiaries .................. a 278,909 336,143 363,142 368,990

Current assets

Inventories ........... ... ... ... oL - - - 41,984
Receivables from import agents .. ........... - - 126,923 290,648
Amounts due from related parties and group

COMPANICS + . v vt e et e e iee s - - 379,744 527,977
Deposits and other receivables .............. - 30 993 274,240

Restricted bank deposits ................... - - - 203,727
Cash and cash equivalents .................. - 475 25,172 287,334

- 505 532,832 1,625,910

Current liabilities

Secured bank loans . ...................... - - - 347,655
Trade payables . ............ ..., - - 131,332 41,984
Current portion of convertible bonds . . ........ Section C - - - 13,921
Note 24
Current portion of convertible redeemable
preferred shares ........................ Section C - - - 14,261
Note 25
Amounts due to related parties and group
COMPANICS + . v voe e ee et e - 3,401 259,305 4,636
Other payables ................. .. .. .... - 764 14,429 83,231
- 4,165 405,066 505,688
Net current (liabilities)/assets .............. - (3,660) 127,766 1,120,222
Total assets less current liabilities .......... 278,909 332,483 490,908 1,489,241

Non-current liabilities

Convertiblebonds ........................ Section C - - - 379,813
Note 24

Convertible redeemable preferred shares . ..... Section C - - - 377,941
Note 25

Net Assets ..........coiiiiiiiiinnan. 278,909 332,483 490,908 731,487

Capital and reserves

Share capital . .......... ... .. ... ... ... ... Section C 278,909 356,009 356,009 424,285
Note 29(a)

Reserves . .......ovviinii i, - (23,526) 134,899 307,202

Total Equity ............................ 278,909 332,483 490,908 731,487
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Notes

a At 30 June 2010, the Company had direct and indirect interests in the subsidiaries as set out in Section A.
b All of the trade and other receivables are expected to be recovered within one year.

¢ Trade payables are expected to be settled within one year or are repayable on demand.

SUBSEQUENT FINANCIAL STATEMENTS

No audited financial statements have been prepared for the Company and its subsidiaries in
respect of any period subsequent to 30 June 2010.

Yours faithfully,
KPMG
Certified Public Accountants
Hong Kong
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