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EXPECTED TIMETABLE™’

Register of members of CHNR closes from .. ...................... Friday, January 10, 2014
Distribution Record Date. . .. ... .. .. e Monday, January 13, 2014
Register of members of CHNR openson. . .......... ... ... ....... Tuesday, January 14, 2014
Dispatch of Share certificates on® .. ... ... ... ... ... ... ......... Tuesday, January 21, 2014

Listing of and dealing in the Shares on the

Stock Exchange expected to commence on'® . . ... ............. Wednesday, January 22, 2014

Notes:

(1)

(2)

All dates and times refer to Hong Kong dates and times, except as otherwise stated. Details of the Spin-off, including
its condition, are set out in the sections headed “Information about this Listing Document and the Spin-off” and “The

Spin-off” in this listing document.

The Share certificates are expected to be dispatched on January 21, 2014. The Share certificates will only become valid
if the Distribution becomes unconditional. In the event the Distribution does not become unconditional, dealings in the
Shares on the Stock Exchange will not commence on January 22, 2014. In such event, we will make an announcement
of the above and, if necessary, of a revised timetable. Investors who trade in the Shares prior to the receipt of the Share

certificates do so entirely at their own risk.

The first day of dealing in CHNR Shares on an exentitlement basis will be determined by NASDAQ Capital Market and

made available at www.nasdaq.com.
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SUMMARY

This summary is intended to give you an overview of the information contained in this listing
document. Since it is a summary, it does not contain all the information that may be important to
you. You should read the listing document in its entirety. The resource and reserve data of the
Company included in this listing document are determined by measuring the raw coal extracted
from our coal mines. The characteristics of our coal products are assessed by measuring our raw
coal after beneficiation (or coal washing) as may be required under the Chinese Coal
Classification Standard. See “Business — Our Coal Characteristics and Coal Products — Coal
Classification”.

OVERVIEW

We are a producer of anthracite coal based in Guizhou province of the PRC. We are primarily
engaged in the acquisition, construction and development of anthracite coal mines and the extraction
and sale of anthracite coal. Our mining assets consist of seven underground anthracite coal mines in
Guizhou province, of which five have commenced commercial production, one is undergoing its pilot
run phase and one is under construction. All of our anthracite coal mines are accessible by road and
located in Guizhou province, which, according to the SAWS and Fenwei, had the largest anthracite
coal resources among the provinces in Southwest China as of December 31, 2012. The following table
sets forth certain information regarding our seven anthracite coal mines as of the date of this listing
document, other than information regarding the total proved and probable reserves and the estimated
mine lives of our anthracite coal mines, which were as of July 31, 2013.

Total
Measured,

Total Proved Indicated

Date of and Probable and Inferred Permitted Annual
Initial/Expected Reserves Resources (in Production Estimated
Commercial (in million million Capacity Mine Life®
Anthracite Coal Mine Stage of Production Production tonnes) tonnes) (in tonnes)" (in years)
Baiping Coal Mine. . . Commercial production June 2009 22.48 40.37 150,000 37
Liujiaba Coal Mine . . Commercial production December 2012 13.60 40.34 300,000 23
Zhulinzhai Coal Mine . Commercial production April 2012 9.56 13.05 300,000 21
Gouchang Coal Mine . Commercial production April 2011 5.72 13.79 90,000 52
(suspended)®
Yongsheng Coal Mine . Pilot run March 2014 51.96 128.96 600,000 29
Dayuan Coal Mine. . . Commercial production November 2013 8.26 19.68 300,000 18
Dayun Coal Mine . . . Construction July 2015 97.29 150.99 600,000 54
Total 208.87 407.18 2,340,000

Notes:

(1)  Represents the annual production capacity as permitted under the relevant mining rights permits.

(2)  Mine life estimates are calculated by dividing proved and probable reserves by the optimized annual production capacity,

which takes into account the planned future increases in production capacity still in the design phase.

(3)  Operations have been suspended at Gouchang Coal Mine since March 2013 pending the acquisition by us of a nearby
coal mine and Gouchang Coal Mine achieving certain production capacity targets in accordance with Guizhou province’s
coal mine consolidation policy. See “Business — Our Anthracite Coal Mines — Mines in Commercial Production —

Gouchang Coal Mine”
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As of July 31, 2013, we had total proved and probable coal reserves of approximately 208.87
million tonnes, total measured, indicated and inferred coal resources of 407.18 million tonnes and
total permitted annual production capacity of 2.34 million tonnes. In 2010, 2011, 2012 and the six
months ended June 30, 2012 and 2013, we sold 166,362 tonnes, 314,058 tonnes, 437,010 tonnes,
148,539 tonnes and 187,432 tonnes of anthracite coal, respectively, and had revenues of RMB38.7
million, RMB105.2 million, RMB141.9 million, RMB55.2 million and RMB54.7 million, respectively.
In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, the average selling price of
the anthracite coal we produced was RMB232.4, RMB296.4, RMB323.6, RMB368.3 and RMB291.9
per tonne, respectively.

During the Track Record Period, we derived our revenue primarily from the sale of coal we
produced. From time to time, we also engaged in coal trading activities by selling coal that we
purchased from third party suppliers. In 2011, 2012 and the six months ended June 30, 2012 and 2013,
revenue from sales of third party coal was RMB33.1 million, RMB1.1 million, RMB1.1 million and
nil, respectively, representing 31.5%, 0.8%, 2.0% and nil, respectively, of our total revenue. We did
not engage in any coal trading activities in 2010, and we do not intend to engage in any significant
coal trading activities in the future.

In the PRC, end users generally characterize anthracite coal as thermal coal, chemical coal or
PCI coal. Thermal coal is generally used in the electric power industry for power generation and in
the construction industry for cement production. Chemical coal is generally used for the production
of synthetic ammonia and methanol, and PCI coal is generally used for sintering, smelting and
injection purposes in the pulverized coal injection process in iron production. Prior to 2011, we sold
substantially all of the coal produced from our mines as thermal coal. In 2011, 2012 and the six months
ended June 30, 2013, we derived approximately 5%, 5% and 1.2% of our revenue from the sale of
chemical coal we produced, respectively, while our remaining revenue in each of these years was
derived from the sale of thermal coal we produced and coal sourced from third parties. Subject to
market conditions and the Guizhou government’s annual guidance on supply of thermal coal to power
plants, we intend to significantly increase our sales of chemical coal in the future and begin selling
PCI coal in 2014. Our ability to sell chemical coal or PCI coal during the Track Record Period has
been constrained as our annual production levels were determined based in large part on the Guizhou
government’s annual guidance relating to the provision of certain minimum amounts of thermal coal
to power plants operating in Guizhou province, which has taken up a significant portion of our
production capacity. We generally price our anthracite coal based on the prevailing market prices in
Guizhou province, the anthracite coal type and quality, our sales volume and the length of our
relationship with the customer.

In order to increase our production capacity, we plan to optimize all of our currently operating
anthracite coal mines by improving mine layout and upgrading mine infrastructure and equipment. We
expect that our optimization plans will begin in 2015 and, after their expected completion in December
2018, we expect to be able to achieve an aggregate annual production capacity of 5.81 million tonnes.
The estimated costs of our optimization plans are RMB807.5 million.

Anthracite coal production in Guizhou province has historically exceeded local consumption and
this trend is expected to continue. Anthracite coal prices in Guizhou province are also highly cyclical.
For example, anthracite coal prices in Guizhou province declined significantly in the second quarter
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of 2012 and, after a brief period of recovery, declined significantly again in the first half of 2013.
There could be further declines in anthracite coal prices in Guizhou province in the future. See “Risk
Factors — Our business, financial condition and results of operations are susceptible to the cyclical
nature of the PRC anthracite coal market and vulnerable to fluctuations in anthracite coal prices”.

Under PRC law, each coal mine in the PRC must obtain certain permits prior to commencing
commercial production, including a mining right permit, a safe production permit and a coal
production permit. The following table sets forth certain information regarding our mining right
permits, safe production permits and coal production permits as of the Latest Practicable Date:

Coal Production

Mining Right Permit Safe Production Permit Permit®
Permit Expiration Permit Expiration Permit Expiration
date date date date date date
(month/ (month/ (month/ (month/ (month/ (month/
Mine Holder/permit number year) year) year) year) year) year)
Baiping Coal Mine" Baiping Mining/ November  August May May June June
€5200002011111120121064 2011 2014 2012 2015 2009 2020
Liujiaba Coal Mine Xinsong Coal/ March 2011 September ~ November  November  December  December
€5200002009091120036374 2019 2012 2015 2012 2037
Zhulinzhai Coal Mine Linjiaao Coal/ April 2011 July March 2012 March 2015 April 2012 April 2031
€5200002011031120108782 2018
Gouchang Coal Mine Gouchang Coal/ April 2011 April 2017 April 2011 April 2014 April 2011  April 2045
C€5200002009121120048406
Yongsheng Coal Mine Guizhou Yongfu/ February November  — — — —
€5200002012021120124117 2012 2027
Dayuan Coal Mine Dayuan Coal/ March 2013 March 2023 November  November  — —
5200002011051120118585 2013 2016
Dayun Coal Mine Guizhou Dayun/ March 2011  March 2031 — — — —

€5200002011031120112455%

(I)  In 2011 and 2012, the actual production output of Baiping Coal Mine exceeded its permitted annual production capacity
under its mining right permit and coal production permit. See “Business — Our Anthracite Coal Mines — Mines in
Commercial Production — Baiping Coal Mine” on page 97. We have applied for a mining right permit with an annual
production capacity of 300,000 tonnes for Baiping Coal Mine and we expect to obtain such permit in 2014.

(2)  The mining right has been pledged to China Minsheng Bank.
(3)  The mining right has been pledged to China Minsheng Bank and Bank of China.
(4)  The mining right has been pledged to China Merchants Bank.

(5)  The National People’s Congress Standing Committee passed certain amendments to the Coal Law, which became

effective on June 29, 2013, including removing the requirement of obtaining coal production permits.

Each of our anthracite coal mines currently utilizes manual longwall mining, semi-mechanical
longwall mining or mechanical longwall mining methods to extract coal. Longwall mining refers to
extracting coal from long rectangular blocks of coal seams. Manual longwall mining refers to drilling
holes in the mining face, placing explosives and detonating the explosives to extract the coal.
Mechanical and semi-mechanical longwall mining involve using a mechanical shearer in coal
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extraction. In mechanical longwall mining, the mine roof is held up during the extraction process by
automatic hydraulic roof supports, while in semi-mechanical longwall mining, the mine roof is held
up by hydraulic roof supports that are operated manually. The following table sets forth the current
extraction method of each of our anthracite coal mines:

Anthracite Coal Mine Extraction Method
Baiping Coal Mine. . . ... .. Manual longwall

Liujiaba Coal Mine . ... ... ... .. Semi-mechanical longwall
Zhulinzhai Coal Mine . ........ ... .. .. .. ... Manual longwall
Gouchang Coal Mine . . . ....... ... .. .. ... Manual longwall

Dayun Coal Mine. . . ... ... .. .. . . Mechanical longwall
Yongsheng Coal Mine . ....... ... .. .. ... . .. Mechanical longwall
Dayuan Coal Mine. .. ... e e Semi-mechanical longwall

NON-IFRS FINANCIAL MEASURES

Cash Operating Costs

Cash operating cost is not a measure calculated in accordance with IFRS and is being disclosed
in this listing document pursuant to the requirements of the Hong Kong Stock Exchange. We believe
cash operating cost is a relevant and useful measure to our investors, as it is used by our management
as a gauge of our production costs and for purposes of internal reporting and planning in connection
with our liquidity and cash requirements.

Our cash operating costs consist primarily of the costs of wages and labor, materials, power and
maintenance. Our total cash operating costs increased from RMB102.7 per tonne of saleable coal
produced in 2010 to RMB123.9 in 2011, primarily due to the increase in the cost of wages and labor.
Our total cash operating costs increased from RMB123.9 per tonne of saleable coal produced in 2011
to RMB156.7 in 2012, primarily due to the increase in the cost of materials. We expect total cash
operating costs to be approximately RMB156.0 upon the completion of the optimization phase
construction of our anthracite coal mines. Set forth below are our cash operating costs of our coal
mines that were in commercial production in 2010, 2011, 2012 and the six months ended June 30,
2013.

Average Cash Operating Costs
(RMB/Tonne of Saleable Coal Produced)

Year ended Year ended Year ended Six months
December 31, December 31, December 31, ended June 30,

Category 2010 2011 2012 2013

Wages and labor . .................. 62.7 83.2 88.9 100.7
Materials . . ......... ... . .. .. 28.8 26.1 47.5 44.8
Power . ... ... .. ... . 7.6 9.4 11.5 16.0
Maintenance. . . .. ... ... 1.2 1.6 1.7 1.5
Other........ ... ... .. .. 2.4 3.6 7.1 5.6
Total cash operating costs . .......... 102.7 123.9 156.7 168.6
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CAPITAL EXPENDITURE

Our capital expenditures were RMB219.7 million, RMB341.5 million, RMB360.2 million,
RMB202.9 million and RMB139.3 million in 2010, 2011, 2012 and the six months ended June 30,
2012 and 2013, respectively. Our capital expenditures were primarily related to the construction of our
coal mines, purchase of mining-related equipment and machinery and pre-payments for land use rights
for our coal mines. We expect to pay approximately an aggregate of RMB636.5 million in 2013 and
2014 for capital expenditures. We expect to fund these capital expenditures through interest-bearing
bank loans and other borrowings. In the past, we have financed a significant portion of our cash
requirements with non-interest bearing loans from companies controlled by Mr. Li Feilie, our
chairman and chief executive officer. In March 2013, we repaid a significant portion of the
non-interest bearing loans from companies controlled by Mr. Li with interest-bearing bank and other
borrowings. We do not anticipate receiving additional non-interest bearing loans from our related
parties after the Listing. Accordingly, we expect our finance costs to increase significantly in the

future. See “Financial Information — Indebtedness”.

OUR EXPANSION PLANS

Historical Losses of the Company

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, we incurred operating
losses of RMB54.5 million, RMB23.0 million, RMB36.6 million, RMB11.3 million and RMB231.7
million, respectively, and, disregarding the effects of a RMB624.1 million non-recurring gain relating
to the acquisition of Guizhou Puxin in 2010, we would have incurred net losses in each of those
periods. The losses incurred during the Track Record Period were primarily due to the following

reasons:

° Substantial pre-production activities during the Track Record Period. During the Track
Record Period, only four of our seven anthracite coal mines have commenced commercial
production. Of these four mines, the Liujiaba Coal Mine only commenced commercial
production in December 2012 and Zhulinzhai Coal Mine only commenced commercial
production in April 2012. Accordingly, for a majority of the Track Record Period, these
mines remained in the construction phase and only Baiping Coal Mine was in commercial
production throughout the Track Record Period. Gouchang Coal Mine commenced
production in 2011 but was suspended since March 2013 pending the completion of an
acquisition of a nearby coal mine in accordance with the mine consolidation policies of

Guizhou province.

° Our largest mines remain in pre-commercial production phases. Our largest mine in terms
of proved and probable coal reserves, Dayun Coal Mine, is still under construction.
Yongsheng Coal Mine, our second largest mine in terms of proved and probable coal
reserves, was under construction for most of 2013 and the mine face and gas ventilation
tunnels were recently completed, and commenced a pilot run in June 2013. Given our two
largest mines remain in the pre-commercial production stage, our annual production output
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of coal remains very small. As of July 31, 2013, we had total proved and probable coal
reserves of approximately 208.87 million tonnes and total measured, indicated and inferred
coal resources of 407.18 million tonnes. However, our total permitted annual production
capacity remained at only 2.34 million tonnes as of the same date.

Significant capital expenditures and associated debt and financing costs incurred during
the Track Record Period. In 2010, 2011, 2012 and the six months ended June 30, 2013, we
incurred capital expenditures of RMB219.7 million, RMB341.5 million, RMB360.2 million
and RMB139.3 million, respectively. Such capital expenditures relate primarily to the
construction of our anthracite coal mines, purchase of mining-related equipment and
machinery and pre-payments for land use rights for our anthracite coal mines. In order to
fund these capital expenditures, we incurred significant debt and associated financing costs.
In 2010, 2011, 2012 and the six months ended June 30, 2013, we incurred finance costs for
bank borrowings and mining rights payables (including the capitalized interest) of
RMB21.8 million, RMB60.9 million, RMB89.4 million and RMBS56.2 million, respectively.
These capital expenditures and the associated finance costs have contributed in part to our
historical losses.

Impairment loss for Gouchang Coal Mine for the six months ended June 30, 2013. During
the six months ended June 30, 2013, we incurred an impairment loss on property, plant and
equipment of RMB184.4 million in connection with the suspension of Gouchang Coal
Mine. This represented a one-off and non-recurring impairment loss and we do not expect
any further material impairment losses to be made in respect of Gouchang Coal Mine. The
impairment losses were recognized because our management determined that RMB184.4
million of the carrying amount of Gouchang Coal Mine’s total non-current assets of
RMB256.6 million may not be recoverable after considering the circumstances relating to
the suspension of Gouchang Coal Mine. See “Financial Information - Description of the
Key Components of Our Results Of Operations - Impairment Loss on Property, Plant and
Equipment”.

Constrained ability to sell chemical coal or PCI coal due to small annual production
output. As mentioned above, given our two largest mines remain in pre-commercial
production stage, our current annual coal production output remains very small. We have
from time to time provided a minimum amount of our anthracite coal as thermal coal to
power plants operating in Guizhou province in response to the Guizhou government’s
annual guidance, which historically has taken up a significant portion of our production
output. In 2010, 2011 and 2012 and the six months ended June 30, 2013, we produced and
sold 136,000 tonnes, 202,000 tonnes, 382,000 tonnes and 171,000 tonnes, respectively, of
thermal coal to power plants in Guizhou province in response to the Guizhou government’s
annual guidance. In 2013, we plan to produce approximately 360,000 tonnes of thermal coal
in response to the Guizhou government’s annual guidance. This has constrained our ability
to sell chemical or PCI coal which are able to generally command higher selling prices and
higher profit margins than thermal coal.

Fluctuation in anthracite coal prices. Our gross margin, which is equal to gross profit
divided by revenue, decreased from 44.9% in the six months ended June 30, 2012 to 27.0%
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in the same period in 2013, primarily due to a significant decrease in the average selling
price of our self-produced coal. In the six months ended June 30, 2012 and 2013, the
average selling price of the anthracite coal we produced was RMB368.3 and RMB291.9 per
tonne, respectively. While the anthracite coal production in Guizhou province continued to
decrease during the Track Record Period, from 62.6 million tonnes in 2010, to 59.9 million
tonnes in 2011 and 53.4 million tonnes in 2012, our sale of anthracite coal continued to
increase, from 166,362 tonnes in 2010, to 314,058 tonnes in 2011 and 437,010 tonnes in
2012.

See “Financial Information — Results of Operations”.

Our Expansion Plans

In order to improve our financial conditions in the future, we intend to carry out the following
plans before the end of 2015:

° Expansion of Baiping Coal Mine, Liujiaba Coal Mine, Zhulinzhai Coal Mine and Dayuan
Coal Mine. In order for us to increase our sales of chemical coal, we will need to increase
our annual production output. To achieve this, we plan to increase our total annual
production capacity of approximately 890,000 tonnes for 2013 to 1,680,000 tonnes for 2014
and 2,900,000 tonnes for 2015, respectively, through the expansion of Baiping Coal Mine,
Liujiaba Coal Mine, Zhulinzhai Coal Mine and Dayuan Coal Mine and by accelerating the
construction of Dayun Coal Mine. The estimated commencement of commercial production
of Yongsheng Coal Mine in March 2014 is also expected to increase our annual production
output.

° Complete the construction of a coal beneficiation plant in Jinsha county. In order to sell
the anthracite coal from our anthracite coal mines as PCI coal and as chemical coal with
certain technical specifications, the coal would need to be washed. The construction of the
coal beneficiation plant in Jinsha county (which is close to the Yongsheng Coal Mine) is
expected to further enhance the quality of the anthracite coal we produce and to enable the
sale of such coal as higher margin chemical coal and PCI coal.

° Construct a shipping port along the Wujiang River. We currently transport coal to our
customers primarily by road using third party coal transportation services. Such costs are
borne by our customers. To become more competitive, we are constructing a shipping port
along the Wujiang River which is expected to (i) allow us to transport coal from our
anthracite coal mines by waterway which will be more efficient and reliable than road
transportation and (ii) provide us with access to anthracite coal net importing provinces,
such as Guangdong and Guangxi.

° Increase the sale of self-produced chemical coal and PCI coal. By increasing our total
annual production output and with the addition of our own coal beneficiation plant, we will
be in a position to increase our sale of anthracite coal as chemical coal and PCI coal, which
we believe will greatly improve our financial performance.
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In 2013, 2014 and 2015, we expect to incur approximately RMB379.3 million, RMB257.2
million and RMB201.2 million, respectively, of capital expenditures to carry out the above plans,
which are expected to be funded primarily through interest-bearing bank loans and other borrowings.
See “Financial Information — Liquidity and Capital Resources — Working Capital” and “Financial

Information — Liquidity and Capital Resources — Capital Expenditure”.

The following table highlights the key milestones for our expansion plans as of the date of the

listing document. See “Business — Our Anthracite Coal Mines — Our Expansion Plans”.
Forecast Forecast
total Forecast total Forecast
annual total coal annual coal capital

production processing shipping expenditure Primary

capacity capacity capacity (RMB in  source of
Year Major development activities/plan (in tonnes) (in tonnes) (in tonnes) millions) funding
2013 e Commenced the construction of the beneficiation 890,000 0 0 379.3 Bank and
plant in September 2013 other
borrowings
e Achieved commercial production at Dayuan Coal
Mine in November 2013
e Continue expanding annual coal production
capacity at the coal mines in commercial
production
2014 e Commence commercial production at Yongsheng 1,680,000 600,000 500,000 2372 Bank and
Coal Mine in March 2014 other
borrowings
e Complete the construction of the first phase of the
beneficiation plant in April 2014
e Commence the construction of the first phase of
the shipping port in May 2014
e Complete the construction of the first phase of the
shipping port in December 2014
e Continue expanding annual coal production
capacity at the coal mines in commercial
production
2015 e Commence the construction of the second phase of 2,900,000 1,200,000 1,000,000 201.2 Bank and
the beneficiation plant in January 2015 other
borrowings

e Complete the construction of the second phase of
the beneficiation plant in June 2015

e Achieve commercial production at Dayun Coal
Mine in July 2015

e Commence the construction of the second phase of

the shipping port in July 2015

e Complete the construction of the second phase of
the shipping port by the end of 2015

e Continue expanding annual coal production
capacity at the coal mines in commercial

production
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The following table sets forth the development status, estimated timeline and estimated capital
expenditure required to achieve commercial production as of the Latest Practicable Date for
Yongsheng Coal Mine and Dayun Coal Mine:

Estimated Capital
Expenditure
Required to

Material Achieve
Permitted Permits to be Commercial
Annual Obtained Production as of
Production before the Latest

Expected Timeline Practicable Date

Construction (in tonnes) Production Development Status Material Approval Process Expected Time (RMB in millions)

Mines under Capacity =~ Commercial

Yongsheng 600,000 o Safe o Completed major e Obtain approval of safety e January 2014 47.9
Coal Mine production construction facilities acceptance
permit o Completed quality e Complete the o February 2014
authentication environmental acceptance
o Completed on-site inspection e March 2014

inspection for pilot e Obtain safe production

run permit e March 2014
o Undergoing pilot e Commence commercial
run phase production
Dayun Coal 600,000 o Safe o Undergoing major e Complete quality o September 2014  222.2
Mine production construction phase authentication
permit o Obtain approval of pilot e November 2014
run e May 2015

o Obtain approval of safety
facilities acceptance o July 2015
o Complete the
environmental acceptance e July 2015
inspection
o Obtain safe production o July 2015
permit
e Commence commercial

production

THE SPIN-OFF

We are a wholly-owned subsidiary of CHNR, a BVI company with common shares listed on the
NASDAQ Capital Market under the symbol “CHNR” and controlled by Mr. Li Feilie, our chairman
and chief executive officer. CHNR has two business segments: base metals exploration and mining;
and anthracite coal exploration and mining. CHNR’s anthracite coal exploration and mining segment
is operated through our Company.

On December 31, 2013, the CHNR Board approved a conditional special interim dividend to the
CHNR Shareholders to be satisfied by way of a distribution in specie of the entire issued share capital
of our Company to all CHNR Shareholders in proportion to their respective shareholdings in CHNR
on the Distribution Record Date. Pursuant to the Distribution, each CHNR Shareholder will be entitled
to five Shares for every CHNR Share held on the Distribution Record Date. Share certificates are
expected to be dispatched on January 21, 2014 to holders of record of CHNR Shares (“Record CHNR
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Shareholders™) as of the Distribution Record Date in accordance with the options the Company offers.
CHNR Shareholders who are holding CHNR Shares through a bank, broker, dealer, financial
institution or other custodian or nominee (“Beneficial CHNR Shareholders™) are not registered holders
of CHNR Shares and therefore do not appear on the register of members of CHNR. As Shares will
be distributed under the Distribution only to those Record CHNR Shareholders on the
Distribution Record Date, there is no assurance that Beneficial CHNR Shareholders will be able
to receive Shares on or prior to the Listing Date. Beneficial CHNR Shareholders should therefore
contact their respective intermediaries (i) to coordinate the delivery of Shares under the
Distribution or (ii) if they wish to become Record CHNR Shareholders to facilitate the receipt
of Shares in the Distribution under their own names or for credit to their designated CCASS

Participant’s stock account. See “The Spin-Off” for further details.

The Spin-off does not involve any offering of new Shares or a public offering of any other
securities and no funds will be raised pursuant to the Spin-off. The Distribution is conditional on the
Listing Committee granting listing of, and permission to deal in, our Shares in issue on the Main Board
of the Stock Exchange. The reasons for the Spin-off include the following:

° as CHNR’s base metals exploration and mining business is fundamentally different from
our Company’s business, we believe the Spin-off could result in more efficient and focused

management for our Company and CHNR;

° following the Spin-off, each of our Company and CHNR may adopt more effective
incentive compensation arrangements, including share-based compensation, that are more

directly tied to performance;

° after the Spin-off, each of our Company and CHNR may adopt more individually tailored

capital structures; and

° we believe that after the Spin-off, the trading price of the shares of each of our Company
and CHNR may more accurately reflect their respective values, and any future capital
raised by our Company or CHNR may more accurately reflect such company’s respective

cost of capital.

Immediately following the Spin-off, Mr. Li Feilie, our chairman and chief executive officer, will,
through his shareholdings in Laitan Investments and Feishang, continue to be a Controlling
Shareholder of the Company. See “Relationship with Our Controlling Shareholders™ for further

details.

In connection with the Distribution, CHNR subscribed for 124,554,580 Shares at a total
consideration of HK$98,380,000 on December 6, 2013 which represents the injection of further equity
by CHNR into our Company. See “History and Development — Increase in Share Capital Prior to

Distribution”.
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We expect to announce the Spin-off and Distribution on or around December 31, 2013. Neither
the Distribution nor the Spin-off is subject to the approval of CHNR Shareholders or NASDAQ. The
Shares to be distributed in connection with the Distribution is being registered under the U.S.
Exchange Act pursuant to a registration statement on Form 20-F. After the completion of the Spin-off,
we will become subject to periodic reporting and other informational requirements of the U.S.
Exchange Act as applicable to “foreign private issuers” as defined therein.

SUMMARY HISTORICAL FINANCIAL INFORMATION

The following summary historical consolidated income statements for the years ended December
31, 2010, 2011 and 2012 and the six months ended June 30, 2012 and 2013, and the selected
consolidated statements of financial position as of December 31, 2010, 2011 and 2012 and June 30,
2013 are derived from our consolidated financial statements, including the notes thereto, set forth in
Appendix I — “Accountants’ Report of the Company”. You should read the summary historical
consolidated financial statements set forth below in conjunction with our consolidated financial
statements included in Appendix I — “Accountants’ Report of the Company,” together with the

accompanying notes, which have been prepared in accordance with IFRS as issued by the IASB.

Summary Consolidated Income Statements

Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
(Unaudited)
(RMB in thousands)

Revenue ................... 38,668 105,211 141,939 55,156 54,716

Gross profit................. 13,215 30,922 46,050 24,760 14,763

Operating loss . .. ............ (54,545) (22,985) (36,602) (11,270) (231,685)

Profit/(loss) before income tax.. 562,134V (55,150) (82,266) (32,921) (273,224)

Income tax (expense)/benefit . . .. (6,141) (9,750) 15,210 (5,784) 50,468

Profit/(loss) for the year ...... 555,993 (64,900) (67,056) (38,705) (222,756)
Attributable to:

Owners of the Company . ... .. 562,432 (64,165) (75,312) (40,861) (221,947)

Non-controlling interests . .. .. (6,439) (735) 8,256 2,156 (809)

(1)  In 2010, we recognized a non-recurring and non-cash gain on bargain purchase of RMB624.1 million in connection with
our acquisition of Guizhou Puxin. We did not recognize a similar gain in 2011. See “Financial Information — Results
of Operations — Year Ended December 31, 2011 Compared to Year Ended December 31, 2010”.



SUMMARY

Summary Consolidated Statements of Financial Position

As of December 31, As of June 30,

2010 2011 2012 2013

(RMB in thousands)

Non-current assets . . . ............... 1,824,292 2,125,475 2,477,108 2,451,243
Current assets . .. ... ... 107,222 179,085 285,754 245,852
Total assets .. ..................... 1,931,514 2,304,560 2,762,862 2,697,095
Current liabilities. . . ................ 544,306 811,181 1,315,865 1,200,957
Net current liabilities. . .............. 437,084 632,096 1,030,111 955,105
Total liabilities. . ... ................ 1,300,550 1,739,091 2,255,267 2,407,524
Equity attributable to owners of the

Company . .............ouuuien... 554,831 479,784 413,654 196,439
Non-controlling interests . ............ 76,133 85,685 93,941 93,132
Total equity . .. ......... .. ......... 630,964 565,469 507,595 289,571

GROSS MARGIN

For the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2012
and 2013, our gross margin, which is equal to gross profit divided by revenue, was 34.2%, 29.4%,
32.4%, 44.9% and 27.0%, respectively.

Our gross margin decreased from 44.9% in the six months ended June 30, 2012 to 27.0% in the
same period in 2013, primarily due to a significant decrease in the average selling price of our

self-produced coal.

Our gross margin increased from 29.4% in 2011 to 32.4% in 2012, primarily due to a significant
reduction of our coal trading activities, which had lower profit margins than selling self-produced
coal.

Our gross margin decreased from 34.2% in 2010 to 29.4% in 2011, primarily due to the
commencement of our coal trading activities in January 2011, which had lower profit margins than
selling self-produced coal. See “Financial Information - Results of Operations”.

UNAUDITED PRO FORMA FINANCIAL INFORMATION

The unaudited pro forma adjusted consolidated net tangible assets attributable to owner of the
Company and the unaudited pro forma adjusted consolidated net tangible assets per share attributable
to owner of the Company, as of June 30, 2013 was RMB233.2 million and RMB1.87, respectively.
Please refer to the section headed “A. Unaudited Pro Forma Adjusted Consolidated Net Tangible
Assets” in Appendix VII to this listing document which has been prepared for the purpose of
illustrating the financial effects of certain changes in our share capital and the occurrence of certain

listing expenses.



SUMMARY

The adjusted consolidated losses attributable to owner of the Company and the unaudited pro
forma adjusted losses per share attributable to owner of the Company for the six months ended June
30, 2013 was RMB262.7 million and RMB2.11, respectively. Please refer to the section headed “B.
Unaudited Pro Forma Adjusted Losses Per Share” in Appendix VII to this listing document which has
been prepared for the purpose of illustrating the financial effects of the occurrence of certain listing

expenses.

REGULATORY COMPLIANCE

During the Track Record Period, the Company had certain material non-compliant incidents,
including over-production, failure to complete the environmental trial run and the environmental
acceptance inspection prior to the commercial production, failure to complete social insurance
registration and pay social insurance contributions for employees, failure to timely complete housing
provident fund registrations and pay requirement housing provident fund contribution for employees
and making intercompany loans. For further information on each of these incidents, see “Business —
Regulatory Compliance”. Based on the Company’s confirmations and all the confirmation letters
issued by relevant authorities regarding non-compliance incidents disclosed in the listing document,
our PRC legal advisors, Commerce & Finance Law Offices, advised that the possibility for the
relevant authorities to impose penalties against certain PRC subsidiaries of the Company based on
such non-compliance incidents should be remote, and therefore the possibility for such
non-compliance incidents to cause material adverse impacts on the business operation of our PRC
subsidiaries should be remote from a PRC law perspective.

RECENT DEVELOPMENTS

There has been no material change to our business, industry or regulatory environment since June
30, 2013 and up to the date of the listing document, except for additional listing expenses between
RMB37.9 million to RMB43.6 million we expect to incur.

In the six months ended June 30, 2013, we sold 187,432 tonnes of anthracite coal and had
revenues of RMB54.7 million, and the average selling price of the anthracite coal we produced was
RMB291.9 per tonne. In the nine months ended September 30, 2013, we sold 324,094 tonnes of
anthracite coal and had revenues of RMB95.6 million (unaudited), and the average selling price of the
anthracite coal we produced was RMB295.1 per tonne. Our finance costs increased significantly from
RMB20.7 million in the six months ended June 30, 2012 to RMB43.7 million in the same period in
2013, principally due to a 38.5% increase in interest expenses on interest-bearing bank and other
borrowings from RMB38.2 million in the six months ended June 30, 2012 to RMBS52.9 million in the
same period in 2013. We expect our finance costs to increase in 2013 compared to 2012. Our finance
costs is expected to continue to be substantial in the foreseeable future primarily due to the debt and
financing costs associated with the capital expenditure we expect to incur for our expansion plans. The
Company also expects to record loss for the year ended December 31, 2013.

Our unaudited net current liabilities were RMB993.9 million as of October 31, 2013 compared
to RMB955.1 million as of June 30, 2013. For more details, see “Financial Information — Liquidity
and Capital Resources — Working Capital”.
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Anthracite coal prices in Guizhou province declined significantly in the second quarter of 2012
and again in the first half of 2013 as a result of the general economic slowdown in the PRC, which
reduced demand, as well as an increase in production capacity in Shanxi province, which increased
supply. The decline in anthracite coal prices in Guizhou province is expected to continue. See
“Industry Overview — Coal Pricing in Guizhou province — Recent Guizhou Anthracite Coal Prices”.

We had incurred expenses in connection with the Listing of RMB9.1 million in 2012 and
RMB14.2 million in the six months ended June 30, 2013, which were accounted for as our
administrative expenses. We expect to further incur an additional RMB37.9 million to RMB43.6
million of expenses in connection with the Listing, which are subject to adjustments to be agreed by
the Company, the Joint Sponsors and other parties. The incurred and unpaid expenses relating to the
Listing are expected to be settled promptly after the Listing and would be accounted for as
administrative expenses. We expect the additional listing expense to significantly increase our
expected loss in 2013. See “Financial Information — Listing Expenses”.

In July 2013, we entered into a RMB105.0 million 7.38% three-year entrusted loan with China
Minsheng Bank, which has been fully drawn down. In July 2013, we obtained a legally binding
commitment letter from China Minsheng Bank to provide a term loan with an aggregate principal
amount of up to RMB1.6 billion that may be drawn down on or before January 29, 2015, subject to
certain conditions.

In August 2013, we entered into a RMB76.0 million 7.29% one-year entrusted loan with China
Industrial International Trust Limited, an Independent Third Party, which has been fully drawn down.
In August 2013, we entered into a RMB100.0 million 6.60% one-year bank loan with China Minsheng
Bank, which has been fully drawn down.

In October 2013, we entered into a RMB150.0 million 6.00% one-year bank loan with China
Minsheng Bank, which has been fully drawn down. In addition, in October 2013, we obtained a legally
binding commitment letter from China Merchants Bank to provide a term loan with an aggregate
principal amount of up to RMB350 million that may be drawn down before March 10, 2015, subject
to certain conditions, including a repayment term of not less than one year for each draw down. In
October 2013, we entered into a RMB30.0 million 6.72% six-month bank loan with China Everbright
Bank, which has been fully drawn down.

In December 2013, the Company repaid all of the outstanding loans of RMB33.4 million due to
CHNR. In December 2013, the Company increased its authorized share capital under which it may
issue an aggregate of: (i) a maximum of 50,000 shares of one class with a par value of US$1.00 each;
and (ii) a maximum of 1,000,000,000 Shares of one class with a par value of HK$0.01 each (the
“Shares”). In December 2013, CHNR completed the subscription for 124,554,580 Shares of the
Company with a par value of HK$0.01 each at a total consideration of HK$98.4 million. The Company
intends to apply the consideration of HK$98.4 million for working capital and other general corporate
purposes, including settling the listing expenses and repayment of all outstanding loans of RMB33.4
million owed to CHNR. In December 2013, the Company repurchased the one share with a par value
of US$1.00 in the Company held by CHNR at par and, simultaneously, the Company reduced its
authorized but unissued share capital by the cancellation of the entire class of 50,000 ordinary shares
with a par value of US$1.00 each.
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DEFINITIONS

In this listing document, unless the context otherwise requires, the following words and
expressions shall have the following meanings. Certain technical terms are explained in the section
headed “Glossary of Technical Terms” in this listing document.

“Accountants’ Report of the
Company”

“Accountants’ Report of Guizhou
Puxin”

“Articles of Association”

“associate(s)”

“Baiguochong Mine”

“Baiping Coal Mine”

“Baiping Mining”

“Bank of Chongqing”

s

“Bank of Communications’

“Behre Dolbear” or “Behre

Dolbear Asia, Inc”

a report prepared by the Company’s reporting accountants,
Ernst & Young, in respect of the Company for the purpose of
incorporation in this listing document. Please refer to
Appendix I to this listing document for the full report

a report prepared by the Company’s reporting accountants,
Ernst & Young, in respect of Guizhou Puxin for the purpose
of incorporation in this listing document. Please refer to
Appendix II to this listing document for the full report

the articles of association of our Company (as amended from
time to time), adopted on December 23, 2013 a summary of
which is set out in Appendix IV — “Summary of the
Constitution of Our Company and British Virgin Islands
Companies Law” to this listing document

has the meaning ascribed thereto under the Listing Rules

a lead-zinc mine located in E Shan town, Fanchang county,
Anhui province, the PRC, which is wholly-owned by Yunnan
Feishang

a coal mine located in Gaoping, Jinsha county, Qianbei Coal
District, Guizhou province, the PRC, which is wholly-owned
by Baiping Mining

Jinsha Baiping Mining Co. Ltd. (¥R I BRFEA R A A, a
company organized in the PRC on January 15, 2009 and
owned as to 70% by Guizhou Puxin and 30% by Yangpu
Wanshun Energy Co. Ltd., an Independent Third Party

Bank of Chongqing Co., Ltd. (% 417 H R/ Al), a company
organized in the PRC and an Independent Third Party

Bank of Communications Co., Ltd. (348 R 17 BB R 7)),
a company organized in the PRC and an Independent Third
Party

Behre Dolbear Asia, Inc., a subsidiary of Behre Dolbear
Group, Inc, a mineral industry advisory and consulting group,
which specializes in performing mineral industry studies for
mining companies, financial institutions and natural resource
firms, and an Independent Third Party
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DEFINITIONS

“Bijie Feishang”

“Board” or “Board of Directors”
6‘BVI7’

“BVI Business Company”

“Business Day”

“CAGR”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China”, “PRC” or “State”

“China Coal”

“China Coal Resource”

“China Everbright Bank”

Bijie Feishang Energy Co. Ltd. (SREi R BEIHA R A A), a
company organized in the PRC on October 19, 2010 and a
wholly-owned subsidiary of Guizhou Puxin

the board of directors of our Company
the British Virgin Islands

a business company with limited liability incorporated under
the Companies Act

any day (other than a Saturday, Sunday or public holiday) on
which banks in Hong Kong are generally open for business

compound annual growth rate

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

the People’s Republic of China excluding, for the purpose of
this listing document only, Hong Kong, Macao and Taiwan,
unless otherwise specified

China Coal Mining Investments Limited (#0434 & 47 R
/), a company incorporated in Hong Kong on January 14,
2008 and a wholly-owned subsidiary of CHNR

China Coal Resource Website (7B R & THAH), a website
established in 1998 by a group of experts from sectors such as
coal, coke, coal-chemical, coal transportation and sales and
strategic investments

China Everbright Bank Co., Ltd. (B Y KEBITARAF), a
company organized in the PRC and an Independent Third
Party
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“China Merchants Bank”

“China Minsheng Bank”

“CHNR”

“CHNR Board”

“CHNR Group”

“CHNR Share(s)”
“CHNR Shareholder(s)”
“Companies Act”

“Companies Ordinance”

EE RT3 ”

“Company”, “Group”, “our”,

“We” or “uS”

“Competent Person’s Report”

“Controlling Shareholder(s)”

“Core Businesses”

“Corporate Transactions”

“CpC”

China Merchants Bank Co., Ltd. (B RATMEBR2AF]), a
company organized in the PRC and an Independent Third
Party

China Minsheng Banking Corp., Ltd. (*F [ R 2E R 17 A0 A R
ATF]), a company organized in the PRC and an Independent
Third Party

China Natural Resources, Inc., a company incorporated in the
BVI on December 14, 1993 and the sole Shareholder of our
Company prior to the Distribution

the board of directors of CHNR

CHNR and its subsidiaries, which, except where the context
otherwise requires, includes our Company

common shares in the capital of CHNR without par value
holder(s) of the CHNR Shares
The BVI Business Companies Act, 2004

the Companies Ordinance (Chapter 32 of the Laws of Hong
Kong), as amended or supplemented from time to time

Feishang Anthracite Resources Limited (Jé i JE /28 15 & i A FR
/v¥]), a company incorporated in the BVI with limited
liability on January 6, 2010 and, except where the context
otherwise requires, all of its subsidiaries

a competent person’s report issued by Behre Dolbear dated
December 7, 2013, details of which are set out in “Appendix
III — Competent Person’s Report” to this listing document

immediately following the Spin-off, Feishang, Laitan
Investments and/or Mr. Li Feilie

the business of the acquisition and exploitation of coal mining
rights (including the exploration, construction, development
and operation of coal mines) located in Guizhou province in
the PRC

the series of acquisitions and other transactions undertaken by
our Company in 2010 and 2011, details of which are set forth
in the section headed “History and Development” in this
listing document

Communist Party of China
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“CSRC”

“Dayuan Coal”

“Dayuan Coal Mine”

“Dayun Coal Mine”

“Deed of Non-Competition”

“Director(s)”

“Distribution”

“Distribution Record Date”

“Entrusted Loan”

“Feishang”

“Feishang Energy”

China Securities Regulatory Commission (' [5 7 75 B 5 45
ZH®)

Guizhou Nayong Dayuan Coal Mining Co. Ltd. (¥ # %%
KEVEZEARAT), a company organized in the PRC on
January 22, 2009 and owned as to 99% by Guizhou Puxin and
1% by Mr. Li Shenggen, an Independent Third Party

a coal mine located in Xinfang, Nayong county, Zhina Coal
District, Guizhou province, the PRC, which is wholly-owned
by Dayuan Coal

a coal mine located in Gaopingxiang, Jinsha county, Qianbei
Coal District, Guizhou province, the PRC, which is
wholly-owned by Guizhou Dayun

the deed of non-competition dated December 24, 2013,
entered into between Feishang, Laitan Investments, Mr. Li
Feilie, Feishang Energy and the Company in respect of the
Core Businesses (as defined in the section headed
“Relationship with Our Controlling Shareholders — Deed of
Non-Competition” in this listing document)

director(s) of our Company

a conditional special interim dividend declared by CHNR to
be satisfied by way of a distribution in specie of the entire
issued share capital of our Company, being an aggregate of
124,554,580 Shares to the CHNR Shareholders, subject to the
satisfaction of the conditions described in the section headed
“The Spin-off” in this listing document

January 13, 2014, being the record date for ascertaining
entitlements to the Distribution

the loan in the amount of RMB131.0 million made available
by Feishang Management as the entrusting party, through the
Chongqing branch of China Minsheng Bank as the lender, to
Guizhou Puxin as the borrower

Feishang Group Limited, a company incorporated in the BVI
on January 3, 1997 and is wholly-owned by Laitan
Investments, which is one of our Controlling Shareholders

Guizhou Feishang Energy Co., Ltd. (& /N /i RE VR A FR A 7)),
a company organized in the PRC on February 1, 2010 and a
wholly-owned subsidiary of Shenzhen Feishang
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“Feishang Enterprise”

“Feishang Management”

“Feishang Mining”

“Fenwei”

“GDP”

“Gouchang Coal”

“Gouchang Coal Mine”

“Guizhou Bank”

“Guizhou Dayun”

“Guizhou Fuyuantong”

“Guizhou Puxin”

Feishang Enterprise Group Co., Ltd. (J&WH HELEEARA
A]), a company organized in the PRC on June 9, 2000 and
owned as to 60.74% by Mr. Li Feilie, 4.48% by Mr. Li
Feiwen, 17.39% by Mr. Li Qingquan and 17.39% by Ms. Li
Ruijin, all of whom are associates of Mr. Li Feilie

Shenzhen Feishang Management and Consulting Co. Limited
(ORI T 70 1 A SE 48 PR 3 A P2 WD), a company organized in
the PRC on October 6, 2008 and a wholly-owned subsidiary
of Yunnan Feishang

Feishang Mining Holdings Limited (7 i 3£ 48 18 R A A]),
a company incorporated in the BVI on September 3, 2004 and,
since February 3, 2006, a wholly-owned subsidiary of CHNR

Shanxi Fenwei Energy Consulting Co., Ltd. (11 74 %> /8 & I 5
kT A PR/AF]), an independent market consultant we
engaged to prepare a report on certain industry data contained
in this listing document

gross domestic product

Nayong Gouchang Coal Mining Co. Ltd. (AU %ERR M5 ¥EH
FRZvH]), a company organized in the PRC on September 10,
2009 and owned as to 99% by Guizhou Puxin and 1% by Mr.
Huang Bin, an Independent Third Party

a coal mine located in Kunzhai, Nayong county, Zhina Coal
District, Guizhou province, the PRC, which is wholly-owned
by Gouchang Coal

Bank of Guizhou (HJH$R1T), a company organized in the
PRC and an Independent Third Party

Guizhou Dayun Mining Co., Ltd. (B M KEEFEAFRAF), a
company organized in the PRC on April 14, 2004 and a
wholly-owned subsidiary of Guizhou Puxin

Guizhou Fuyuantong Energy Co., Ltd. (& JM & i 4 58 J5 A R
/AF]), a company organized in the PRC on March 10, 2010
and a wholly-owned subsidiary of Smartact

Guizhou Puxin Energy Co., Ltd. (ENHZRRIFEARAF), a
company organized in the PRC on January 15, 2009 and a
wholly-owned subsidiary of Guizhou Fuyuantong
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“Guizhou Yongfu”

“HK$” or “Hong Kong dollars”
“HKSCC”

“HKSCC Nominees”

“Hong Kong”

“Hong Kong Branch Share
Registrar”

“Huachuang Securities”

“IASB”

“IFRS”

“Independent Third Party(ies)”

“Industrial and Commercial Bank
of China”

“Jinsha Juli”

“Joint Sponsors”

“Laitan Investments”

Guizhou Yongfu Mining Co., Limited (& M 4@ M EA R A
A]), a company organized in the PRC on June 27, 2005 and
owned as to 70% by Guizhou Puxin and 30% by Yangpu
Wanshun Energy Co. Ltd., an Independent Third Party

Hong Kong dollars, the lawful currency of Hong Kong
Hong Kong Securities Clearing Company Limited

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

Tricor Investor Services Limited

Huachuang Securities Limited (FERIFEHRARELAH), a
company organized in the PRC and an Independent Third
Party

International Accounting Standards Board

International Financial Reporting Standards issued by the
IASB

persons who, as far as our Directors are aware after having
made all reasonable enquiries, are not connected with (within
the meaning of the Listing Rules) any directors, chief
executive or substantial shareholders of the Company or any
of its subsidiaries or any of their respective associates

Industrial and Commercial Bank of China Limited (7B .74
SRATIA A FRA 7)), a company organized in the PRC and an
Independent Third Party

Jinsha Juli Energy Resources Co. Ltd., (% #5 J1 e i A R
F{E/~Fl), a company organized in the PRC on November 16,
2012 and owned as to 99% by Guizhou Puxin and 1% by Bijie
Feishang

Jefferies Hong Kong Limited and Nomura International
(Hong Kong) Limited

Laitan Investments Limited, a company incorporated in the
BVI on January 8, 1997 and is wholly-owned by Mr. Li Feilie,
which is one of our Controlling Shareholders
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“Latest Practicable Date”

“Linjiaao Coal”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Liujiaba Coal Mine”

“Luojiachong Mine”

“Main Board”

“Memorandum of Association”

“MLR”

“MOF”

December 24, 2013, being the latest practicable date for the
purpose of ascertaining certain information contained in this
listing document prior to its publication

Liuzhi Linjiaao Coal Mining Co., Ltd. (7B 45 5 B2
F BR/> 7)), a company organized in the PRC on November 19,
2008 and owned as to 99% by Guizhou Puxin and 1% by Mr.
Zheng Shengjian, an Independent Third Party

the listing of the Shares on the Main Board of the Stock
Exchange by way of introduction

the listing committee of the Stock Exchange

the date, expected to be on or about January 22, 2014, on
which the Shares are listed on the Stock Exchange and from
which dealings in the Shares are permitted to commence on
the Stock Exchange

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended or
supplemented from time to time

a coal mine located in Xinhua, Liuzhi Special District, Zhina
Coal District, Guizhou province, the PRC, which is
wholly-owned by Xinsong Coal

a copper-polymetallic mine located in the west of Chisha
town, Fanchang county, Anhui province, the PRC, which is
wholly-owned by Yunnan Feishang

the stock exchange (excluding the option market) operated by
the Stock Exchange which is independent from and operated
in parallel with the Growth Enterprise Market of the Stock
Exchange

the memorandum of association of our Company (as amended
from time to time), adopted on December 23, 2013, a
summary of which is set out in Appendix IV — “Summary of
the Constitution of Our Company and British Virgin Islands
Companies Law” to this listing document

the Ministry of Land and Resources of the PRC ({3 A\ 1k
B L R

the Ministry of Finance of the PRC (% A [ HL i1 B 1 B 56



DEFINITIONS

“MOFCOM”

“NDRC”

“NEA”

“PBOC”

“Peak Vision Appraisals Limited”

“PRC Company Law”

“PRC Enterprise Income Tax
Law” or the “EIT Law”

“PRC GAAP”

“PRC Government”

“RMB” or “Renminbi”

“SACMS”

“SAFE”

“Sanjiazhai Mine”

“SAT”

“GAWS”

“SFC”

“SFO”

the Ministry of Commerce of the PRC (3 A R A1 B v 5
#B) or its predecessor, the Ministry of Foreign Trade and
Economic Cooperation of the PRC (H 3 A [ 3 1 [ 3 41 5% 7%
B i)

National Development and Reform Commission of the PRC

(2 N RIC A [ [ 5 3% R el % B )

National Energy Administration (H#E A [ 3 3] 5% g Ui
J)

People’s Bank of China ("B A\ R4R1T)

an independent property valuation company we engaged to
provide an overview of certain property interests held by us

the Company Law of the PRC (¥ NRILHE A F%), as
amended

The Enterprise Income Tax Law of the PRC (73 A 3L A1
5 Hi7%), as amended

the generally accepted accounting principles in the PRC
the Government of the PRC
Renminbi, the lawful currency of the PRC

State Administration of Coal Mine Safety of the PRC ("3 A
R R ] 8 R T 2 2 B AR

State Administration of Foreign Exchange of the PRC (H13E A
B A0 [ A1 e A L) )

a coal mine located in Liuzhi Special District, Guizhou
province, PRC, which is controlled by Feishang Enterprise

State Administration of Taxation of the PRC (H #E A [ 1 F
RB )

State Administration of Work Safety of the PRC (3 A [k
N 2 5% 2 A e B TR )

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended or supplemented from time
to time



DEFINITIONS

“Share(s)”

“Share Option Scheme”

“Shareholder(s)”

“Shenzhen Chixin”

s

“Shenzhen Feishang’

“Sichong Mine”

“Smartact”

“SPDB”

“Spin-off”

“State Council”
“Stock Exchange”

“Takeovers Code”

“Track Record Period”

“U.S.” or “United States”

ordinary shares in the capital of our Company with a par value
of HK$0.01 each

the share option scheme conditionally approved by the then
sole Shareholder on December 23, 2013, a summary of the
principal terms of which is set out in Appendix V —
“Statutory and General Information — (b) Share Option
Scheme” to this listing document

holder(s) of the Shares

Shenzhen Chixin Information Consulting Co., Ltd. (GEYI T Bt
#Z(5 Bk A B /AF]), a company organized in the PRC on
July 18, 2012 and a wholly-owned subsidiary of Guizhou
Puxin

Shenzhen Feishang Energy Investment Co., Ltd. (ZEIIT AR
RERILE A BR/AF]), a company organized in the PRC on
September 28, 2007 and a wholly-owned subsidiary of
Feishang Enterprise

a gold-silver-lead-zinc mine located in Suncun town,
Fanchang county, Anhui province, the PRC, which is
wholly-owned by Wuhu Feishang

Hong Kong Smartact Limited (HFHBIEKRARAA]), a
company incorporated in Hong Kong on January 3, 2010 and
a wholly-owned subsidiary of the Company

Shanghai Pudong Development Bank Co., Ltd. (I i i 5 3% J&
SRATHEAD A PR F]), a company organized in the PRC and an
Independent Third Party

the spin-off of the Company to be effected by way of the
Listing and the Distribution, the details of which are set out
in the section of “The Spin-off”

the State Council of the PRC ("3 A E 30 5 B 75 %)
The Stock Exchange of Hong Kong Limited

Code on Takeovers and Mergers and Share Repurchases
published by the SFC

the financial years of our Company ended December 31,
2010, 2011 and 2012 and the six months ended June 30, 2013

the United States of America
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DEFINITIONS

“U.S. Exchange Act”

“U.S. Securities Act”
“US$” or “U.S. dollars”
6$VAT9’

“WFID”

“Wuhu Feishang”

“Wuhu Port”

“Xinsong Coal”

“Yangpu Dashi”

“Yangpu Lianzhong”

“Yangpu Shuanghu”

“Yongsheng Coal Mine”

the United States Securities Exchange Act of 1934, as
amended

the United States Securities Act of 1933, as amended
United States dollars, the lawful currency of the United States
value added tax

Wuhu Feishang Industrial Development Co., Ltd. (7€
Wi E ¥R AR /AA]), a company organized in the PRC on
December 26, 2001 and owned as to 90% by Feishang
Enterprise and 10% by Shenzhen Chaopeng Investment Co.,
Ltd. (I HEMEHE A BRAF), a 90%-owned subsidiary of
Feishang Enterprise

Wuhu Feishang Mining Development Co. Limited (¥
%8 A /2 7)), a company organized in the PRC on June
21, 2002 and a wholly-owned subsidiary of Feishang Mining

Wuhu Port Co., Ltd. (ZE#W 0 A REFIEAF), a company
organized in the PRC on September 12, 2002 and owned as to
60% by WFID and 40% by Yangpu Jinding Industrial Co.,
Ltd. (FFIH &R E AR /AFA), an Independent Third Party

Liuzhi Xinsong Coal Mining Co. Ltd. (7445 [ H bA B 24
FRZy7]), a company organized in the PRC on November 13,
2008 and owned as to 99% by Guizhou Puxin and 1% by Mr.
Cai Songqing, an Independent Third Party

Hainan Yangpu Dashi Industrial Co., Limited (¥ F ¥ KA
HEAFR/A]), a company organized in the PRC on April 13,
2004 and a wholly-owned subsidiary of Guizhou Puxin

Yangpu Lianzhong Mining Co. Limited (¥ i B R &£ A R A
Fl), a company organized in the PRC on January 21, 2008 and
a wholly-owned subsidiary of China Coal

Yangpu Shuanghu Industrial Development Co. Limited (¥ A
W E £ R A BR/A F]), a company organized in the PRC on
May 11, 2004 and a wholly-owned subsidiary of CHNR

a coal mine located in Huajuexiang, Jinsha county, Qianbei
Coal District, Guizhou province, the PRC, which is
wholly-owned by Guizhou Yongfu
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DEFINITIONS

“Yunnan Feishang” Yunnan Feishang Mining Co. Limited (=5 &M WA RA
A]), a company organized in the PRC on June 12, 2007 and a
wholly-owned subsidiary of Wuhu Feishang

“Zhulinzhai Coal Mine” a coal mine located in Xinhua, Liuzhi Special District, Zhina
Coal District, Guizhou province, the PRC, which is
wholly-owned by Linjiaao Coal

In this listing document, the terms “associate”, “connected person”, “connected transaction”,
" 13

“controlling shareholder”, “subsidiary” and “substantial shareholder” shall have the meanings given

to such terms in the Listing Rules, unless the context otherwise requires.

In this listing document, if there is any inconsistency between the Chinese names of entities or
enterprises established in China or Chinese government authorities or departments and their English
translations, the Chinese names shall prevail.

Certain amounts and percentage figures included in this listing document have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic

aggregation of the figures preceding them.
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GLOSSARY OF TECHNICAL TERMS

those terms.

This glossary contains explanations of certain technical terms used in this listing document.
Such terminology and meanings may not correspond to standard industry meanings or usages of

“anthracite coal”

“ash content”

“chemical coal”

“Chinese Coal Classification
Standard”

“Chinese Coal Granularity
Classification Standard”

“coal seam”

“drilling and blasting” or
“manual longwall mining”

“grindability”

“heat value”

“indicated resource”

“inferred resource”

coal that has a volatile matter content of 10% or less under the
Chinese Coal Classification Standard

the inorganic residue remaining after the combustion of coal;
ash content is an important characteristic of coal because it
impacts boiler performance of electric generating plants and
determines the suitability of the coal for end users

coal used for the production of synthetic ammonia and
methanol

a national standard (GB/T 5751-2009) in respect of coal
classification issued by the General Administration of Quality
Supervision, Inspection and Quarantine of the PRC and the
Standardization Administration of the PRC

a national standard (GB/T 189-1997) in respect of coal
granularity  classification  issued by the  General
Administration of Quality Supervision, Inspection and
Quarantine of the PRC

a geological structure containing a series of layers of coal,
shale and other mineral materials of various thickness within
a defined zone

a coal extraction method involving drilling holes in mining
face, placing explosives and detonating the explosives

level of difficulty of grinding coal into particles sizes
required for efficient combustion in pulverized coal boiler
furnaces

energy released by coal during combustion

that part of a coal resource for which tonnage, densities,
shape, physical characteristics, grade and mineral content can
be estimated with a reasonable level of confidence

that part of a coal resource for which tonnage, grade and
mineral content can be estimated with a low level of
confidence; it is inferred from geological evidence, sampling
and assumed but not verified geological and/or grade
continuity
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GLOSSARY OF TECHNICAL TERMS

“JORC Code”

“longwall mining”

“measured resource”

“mechanical longwall mining”

“mining face”

“MJ/kg”

“moisture content”

“overburden”

“PCI coal”

“PRC Solid Mineral Resources/
Reserves Classification Code”

“probable reserves”

“proved reserves”

“pulverized coal injection
process”

Australian Code of Reporting of Mineral Resources and Ore
Reserves, prepared by the Joint Ore Reserves Committee of
the Australasian Institute of Mining and Metallurgy,
Australian Institute of Geoscientists and Minerals Council of
Australia in 1999 and revised in 2004

mining method of extracting coal from long rectangular
blocks of coal seams and delivering the extracted coal to the
surface via a mine conveyor system

that part of a coal resource for which tonnage, densities,
shape, physical characteristics, grade and mineral content can
be estimated with a high level of confidence

a type of longwall mining where the mine roof is held up by
automatic hydraulic roof supports during the extraction
process

the working area where the extraction of overburden or coal
takes place in an underground or open-cut mine

megajoules per kilogram

amount of moisture in coal, expressed as a percentage of the
weight of the coal

barren rock material, either loose or consolidated, overlying a
mineral deposit, which must be removed prior to mining

coal generally used for sintering, smelting and injection
purposes in the pulverized coal injection process in iron
production

a mineral reserves classification system of the PRC which is
consistent with the principles of classification adopted
internationally

unless otherwise indicated economically mineable part of an
indicated resource and, in some circumstances, measured
resource under the JORC Code

unless otherwise indicated economically mineable part of a
measured resource under the JORC Code

process that involves blowing large volumes of fine coal
granules into the blast furnace during the iron production
process
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GLOSSARY OF TECHNICAL TERMS

“reclamation”

“recovery rate”

“rock bolt”

“semi-mechanical longwall

mining”

“shotcrete”

“slagging and tunneling”

“sulfur content”

“thermal coal”

“tonne”

“underground mine”

“volatile matter content”

“WYl1-class anthracite coal”

“WY2-class anthracite coal”

process of restoring land and the environment to their original
state following mining activities, which commonly includes
reshaping the land to its approximate original appearance,
restoring topsoil and planting native grass and ground cover

percentage of coal that can be recovered from the coal
deposits at existing mines

a long anchor bolt used to support and stabilize mine tunnel
and shaft walls

a type of longwall mining where the mine roof is held up
manually during the extraction process

a technique involving spraying concrete through a hose onto
a surface at high speed to reinforce and stabilize the surface

a tunneling technique using large mechanical tunnel scrapers

the amount of sulfur dioxide that may be emitted as a result
of combustion

coal used in combustion processes by power producers and
industrial users to produce steam for power and heat

a metric mass unit that equals 1,000 kilograms

a mine where the coal is extracted from below the surface
without removing the overburden

matters that are released from coal at high temperatures, other
than moisture

anthracite coal that has a volatile matter content of no more
than 3.5% or helium content of no more than 2.0%. Under the
Chinese Coal Classification Standard, in case of a conflict
between the classification of anthracite coal based on volatile
matter content and helium content, the classification based on
helium content will be used

anthracite coal that has a volatile matter content of more than
3.5% and no more than 6.5% or helium content of more than
2.0% and no more than 3.0%. Under the Chinese Coal
Classification Standard, in case of a conflict between the
classification of anthracite coal based on volatile matter
content and helium content, the classification based on helium
content will be used
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“WY3-class anthracite coal”

anthracite coal that has a volatile matter content of more than
6.5% and no more than 10.0% or helium content of more than
3.0%. Under the Chinese Coal Classification Standard, in case
of a conflict between the classification of anthracite coal
based on volatile matter content and helium content, the
classification based on helium content will be used
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FORWARD-LOOKING STATEMENTS

This listing document contains forward-looking statements. All statements other than statements
of historical fact contained in this listing document, including, without limitation, statements relating
to our strategies, plans, objectives, goals and targets, our future financial, business or other
performance and development, the future development of our industry, the general economy of our key
markets and globally, are intended to identify forward-looking statements. We also use the words
“aim”, “anticipate”, “believe”, “continue”, ‘“could”, “estimate”, “expect”, “forecast”, ‘“going
forward”, “intend”, “may”, “plan”, “potential”, “predict”, “project”, “ought to”, “seek”, “should”,

“will”, “would” and similar expressions to identify forward-looking statements.

These forward-looking statements are subject to known and unknown risks, uncertainties,
assumptions and other factors, some of which are beyond our control. In addition, these
forward-looking statements reflect our current views with respect to future events and are not a
guarantee of future performance. Important factors that could materially affect our actual results,
performance or achievements include the risk factors set forth in “Risk Factors” and the following:

° our liquidity and financial condition;

° our business strategies and plan of operations;

° our future debt levels and capital needs and the availability and costs of bank loans and
other forms of financing;

° our capital expenditure plans;

° projects under construction or planning;

° the possibility of project cost overruns or unanticipated costs and expenses;

° our production capacity;

° our operations and business prospects;

° our product mix;

° changes in prices for anthracite coal;

° supply and demand changes in anthracite coal markets;

° changes in the competitive landscape in the anthracite coal industry;

° our ability to reduce production costs;

° our relationship with, and other conditions affecting, our customers;

° risks inherent to coal mining, including accidents;



FORWARD-LOOKING STATEMENTS

° estimates of coal reserves;

o our plans and objectives for future operations and expansion;

° our dividend policy;

° the regulatory environment and developments of our industry in general;

° changes in political, economic, legal and social conditions in the PRC, including the PRC’s

government’s specific policies with respect to the coal industries, economic growth,

inflation, foreign exchange and the availability of credit; and

° catastrophic losses from fires, floods, windstorms, earthquakes, diseases or other adverse

weather-related damage.

The Directors confirm that these forward-looking statements are made by the Directors after due

and careful considerations and on bases and assumptions that are fair and reasonable.

These forward-looking statements are based on current plans and estimates, which speak only as
of the date they are made, and numerous assumptions regarding our present and future business
strategy and the environment in which we will operate in the future. Subject to the requirements of
applicable laws, rules and regulations, we do not have any obligation to update or otherwise revise any
forward-looking statements in this listing document, whether as a result of new information, future

events or otherwise.

Due to these risks, uncertainties and assumptions, the forward-looking events and circumstances
discussed in this listing document might not occur in the way we expect, or at all. Accordingly, you
should not place undue reliance on any forward-looking information. All forward-looking statements

contained in this listing document are qualified by reference to this cautionary statement.

In this listing document, statements of or references to our intentions or that any of our Directors
are made as of the date of this listing document. Any such information may change in light of future

developments.
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WAIVER FROM STRICT COMPLIANCE WITH THE LISTING RULES

We have applied to the Stock Exchange for, and the Stock Exchange has granted to us, the
following waiver from strict compliance with the Listing Rules.

BASIC CONDITIONS IN RELATION TO QUALIFICATIONS FOR LISTING

According to Rule 8.05 of the Listing Rules, an issuer must satisfy one of the three tests in
relation to: (i) profit; (ii) market capitalization, revenue and cash flow; or (iii) market capitalization
and revenue requirements. Chapter 18 of the Listing Rules applies to mineral companies. Under Rules
8.05 and 18.04 of the Listing Rules, the requirements of Rule 8.05 of the Listing Rules may not apply
if the Stock Exchange is satisfied that the directors and management of the issuer have sufficient
experience relevant to the exploration and/or extraction activity that the issuer is pursuing and the
directors and management relied on have a minimum of five years of relevant industry experience. We
have applied for, and the Stock Exchange has granted, a waiver from strict compliance with Rule 8.05

of the Listing Rules in accordance with the reasoning under Rules 8.05 and 18.04 of the Listing Rules.
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INFORMATION ABOUT THIS LISTING DOCUMENT AND THE SPIN-OFF

DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS LISTING DOCUMENT

This listing document, for which the Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Listing Rules for the purpose of
giving information to the public with regard to us.

The Directors, having made all reasonable enquiries, confirm that to the best of their knowledge
and belief, the information contained in this listing document is accurate and complete in all material
respects and not misleading or deceptive, and there are no other matters the omission of which would

make any statement herein or this listing document misleading.

INFORMATION ON THE SPIN-OFF

The Spin-off does not involve any offering of new Shares or a public offering of any other
securities and no funds will be raised pursuant to the Spin-off. The Distribution is conditional on the
Listing Committee granting the listing of, and permission to deal in, the Shares in issue on the Main
Board of the Stock Exchange. If such condition is not satisfied, the Distribution will not be made and

the Spin-off will not take place, in which case an announcement to that effect will be made.

Neither the publication or delivery of this listing document nor the distribution of Shares
pursuant to the Distribution should, under any circumstances, constitute a representation that
there has been no change or development reasonably likely to involve a change in our affairs
since the date of this listing document or imply that the information contained in this listing
document is correct as of any date subsequent to the date of this listing document.

RESTRICTION ON THE USE OF THIS LISTING DOCUMENT

This listing document is published solely in connection with the Spin-off. It may not be used for
any other purpose and, in particular, no person is authorized to use or reproduce this listing document
or any part thereof in connection with any offering of shares or other securities of our Company.
Accordingly, there is no, and will not be any, public offer, solicitation, or invitation by or on behalf
of our Company and/or the Joint Sponsors to invest or hold any of our Shares. Neither this listing
document nor any other document or information (or any part thereof) delivered or supplied under or
in relation to the Spin-off may be used for the purpose of making, and the delivery, distribution and
availability of this listing document or such other document or information (or any part thereof) does
not constitute, any offer of or solicitation or an invitation by or on behalf of our Company or the Joint
Sponsors to invest or hold any of our Shares.

INFORMATION AND REPRESENTATIONS

We have not authorized anyone to provide any information or to make any representation not
contained in this listing document. You should not rely on any information or representation not

contained in this listing document as having been authorized by us, the Joint Sponsors, or any of our



INFORMATION ABOUT THIS LISTING DOCUMENT AND THE SPIN-OFF

or their respective directors, officers or representatives or any other person involved in the Spin-off.
No representation is made that there has been no change or development reasonably likely to involve
a change in our affairs since the date of this listing document or imply that the information contained
in this listing document is correct as of any date subsequent to the date of this listing document.

NO CHANGE IN BUSINESS

No change in the business of our Company is contemplated immediately following the Spin-off.

APPLICATION FOR THE LISTING OF OUR SHARES ON THE STOCK EXCHANGE BY WAY
OF INTRODUCTION

There is no established public trading market for our Shares. An application has been made to
the Listing Committee for the listing of, and permission to deal in, on the Main Board of the Stock
Exchange, the Shares in issue.

No part of the share or loan capital of our Company is listed on or dealt in on any other stock
exchange. At present, our Company is not seeking or proposing to seek such listing of, or permission
to deal in, the share or loan capital of our Company on any other stock exchange.

REGISTER OF MEMBERS AND STAMP DUTY

Our Company’s principal register of members will be maintained by our principal registrar
Maples Fund Services (Cayman) Limited in the BVI and our Company’s Hong Kong register of
members will be maintained by the Hong Kong Branch Share Registrar.

Dealings in our Shares registered in our register of members in Hong Kong maintained by the
Hong Kong Branch Share Registrar will be subject to Hong Kong stamp duty.

Unless our Company determines otherwise, dividends payable in Hong Kong dollars in respect
of our Shares will be paid to the Shareholders listed on our Company’s Hong Kong register of
members, by way of check sent by ordinary post, at our Shareholder’s risk, to the registered address
of each Shareholder.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our Shares on the Stock Exchange
and compliance with the stock admission requirements of HKSCC, our Shares will be accepted as
eligible securities by HKSCC for deposit, clearance and settlement in CCASS with effect from the date
of commencement of dealings in our Shares on the Stock Exchange or on any other date HKSCC
chooses.

Settlement of transactions between participants of the Stock Exchange is required to take place
in CCASS on the second business day after the relevant trading day.
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INFORMATION ABOUT THIS LISTING DOCUMENT AND THE SPIN-OFF

All activities under CCASS are subject to the General Rules of CCASS and CCASS Operational

Procedures in effect from time to time.

All necessary arrangements have been made for our Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

You should consult your professional advisers if you are in any doubt as to the taxation
implications of receiving, purchasing, holding, disposing of and dealing in our Shares. We emphasize
that none of us, the Joint Sponsors, any of our or their respective directors, officers or representatives
or any other person involved in the Spin-off accepts responsibility for any tax effects or liabilities
resulting from the receipt of, purchase, holding or disposing of, or dealing in, our Shares or your

exercise of any rights attaching to our Shares.

COMMENCEMENT OF DEALINGS IN OUR SHARES

Dealings in our Shares on the Stock Exchange are expected to commence on January 22, 2014.

Our Shares will be traded in board lots of 500 Shares each. The stock code of our Shares is 1738.

LANGUAGE

If there is any inconsistency between this listing document and the Chinese translation of this
listing document, this listing document shall prevail. The translated English names of the PRC
nationals, entities, departments, facilities, certificates, titles, laws, regulations, natural persons or
other entities (including certain of our subsidiaries) included in this listing document and for which

no official English translation exists are unofficial translations for your reference only.

ROUNDING

Any discrepancies in any table or chart between the total shown and the sum of the amounts
listed thereon are due to rounding. Certain amounts and percentage figures included in this listing

document have been subject to rounding adjustments, or have been rounded to one decimal place.



RISK FACTORS

You should consider carefully all the information set forth in this listing document and, in
particular, the risks and uncertainties described below before making an investment in our Shares.
Our business, financial condition, results of operations or prospects could be materially and
adversely affected by any of these risks and uncertainties. The market price of our Shares could
decline significantly due to any of these risks, and you may lose all or part of your investment.
Additional risks and uncertainties that are not presently known to us or that we currently deem
immaterial may arise or become material in the future and may have a material adverse effect on
our Company.

RISKS RELATING TO OUR BUSINESS

As we are a development stage coal mining company with a limited operating and production
history, it is difficult to evaluate our business and prospects.

We are a development stage coal mining company. We have seven underground anthracite coal
mines in Guizhou province, of which five have commenced commercial production, one is undergoing
its pilot run phase and one is under construction. Baiping Coal Mine, Gouchang Coal Mine (currently
suspended), Zhulinzhai Coal Mine, Liujiaba Coal Mine and Dayuan Coal Mine commenced
commercial production in June 2009, April 2011, April 2012, December 2012 and November 2013,
respectively. We did not generate any revenue or begin commercial production of anthracite coal until
the acquisition of Guizhou Puxin in March 2010. Accordingly, we have a limited operating and
production history upon which you could evaluate our business and prospects. We are subject to risks
and uncertainties frequently encountered by coal mining companies at an early stage of development
in the PRC, and our ability to manage and respond to these risks is unproven. Some of these risks and
uncertainties relate to our ability to:

° expand production capacity in a cost-effective manner;

° respond to fluctuating demand for, and variations in price of, coal in a highly cyclical
market;

° respond to competition in a highly fragmented market;

° effectively market and sell the anthracite coal we produce;

° respond to changing, unpredictable and increasingly onerous regulatory requirements; and
° raise sufficient capital to sustain and grow our business.

If we are not successful in addressing these risks, our business, financial condition, results of
operations and prospects will be materially and adversely affected.

We have a history of losses and we anticipate that losses will continue.

Our business has not yet achieved any operating profits. In 2010, 2011, 2012 and the six months
ended June 30, 2012 and 2013, we incurred operating losses of RMB54.5 million, RMB23.0 million,
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RMB36.6 million, RMB11.3 million and RMB231.7 million, respectively, and, disregarding the
effects of a RMB624.1 million non-recurring gain relating to the acquisition of Guizhou Puxin in
2010, we would have incurred net losses in each of those periods. We cannot assure you when or if
we will be able to achieve or sustain profitability.

We require a significant amount of cash to fund the growth of our business as well as to meet our
working capital requirements, and we may be unable to obtain sufficient capital in a timely
manner or on acceptable terms, or at all.

Our business is capital intensive. In particular, we will need a substantial amount of cash for the
construction and development of our coal mines, our coal beneficiation plant and our shipping port.
As of the date of this listing document, we expect to pay approximately an aggregate of RMB636.5
million in 2013 and 2014 for capital expenditures. These estimated capital expenditures are expected
to be used primarily for the construction of Dayuan Coal Mine, Dayun Coal Mine, Yongsheng Coal
Mine, a coal beneficiation plant in Jinsha county and a port along the Wujiang River near Yongsheng
coal Mine. We have not generated any net cash flows from our operating activities, and as of
December 31, 2010, 2011 and 2012 and June 30, 2013, we had net current liabilities of RMB437.1
million, RMB632.1 million, RMB1,030.1 million and RMB955.1 million, respectively. As a result, we
may need to obtain additional funding to finance our growth and meet our working capital
requirements. Our ability to obtain additional funding is subject to a variety of uncertainties,
including:

° our financial condition, results of operations and cash flows;

° the conditions in the PRC, Hong Kong and other markets where we may seek to raise funds;

° investors’ perception of, and demand for, securities of coal mining companies; and

° economic, political and other conditions in the PRC and elsewhere.

Among our seven coal mines, five have commenced commercial production, one is undergoing
its pilot run phase and one is under construction. In the past, we have financed a significant portion
of our funding needs with non-interest bearing loans from companies controlled by Mr. Li Feilie, our
chairman and chief executive officer. In 2013, we refinanced a significant portion of our non-interest
bearing loans with interest-bearing bank and other borrowings, which significantly increased our
finance costs and reduced our ability to obtain additional financing. If we are unable to obtain
sufficient funding in a timely manner or on acceptable terms, or at all, our business, financial
condition, results of operations and prospects would be materially and adversely affected.

We are highly leveraged, which may materially and adversely affect our financial condition and
results of operations as well as our ability to expand our business.

We have a high degree of financial leverage. As of December 31, 2010, 2011 and 2012 and June
30, 2013, our gearing ratio was 47.5%, 60.4%, 68.8% and 86.5%, respectively. We rely heavily on
borrowings to fund our capital requirements and expect to continue to do so in the future. As of
December 31, 2010, 2011 and 2012 and June 30, 2013, we had total outstanding interest-bearing bank
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and other borrowings of RMB418.7 million, RMB735.9 million and RMB1,013.5 million and
RMB1,759.3 million, respectively, and as of October 31, 2013, the total outstanding amount of our
interest-bearing bank and other borrowings was RMB1,966.5 million. In addition, in July 2013, we
obtained a legally binding commitment letter from China Minsheng Bank to provide a term loan with
an aggregate principal amount of up to RMBI1.6 billion that may be drawn down on or before January
29, 2015, subject to certain conditions. Furthermore, in October 2013, we obtained a legally binding
commitment letter from China Merchants Bank to provide a term loan with an aggregate principal
amount of up to RMB350 million that may be drawn down before March 10, 2015, subject to certain
conditions. Moreover, in the past, we have financed a significant portion of our cash requirements with
non-interest bearing loans from companies controlled by Mr. Li Feilie, our chairman and chief
executive officer. If these loans had been interest-bearing, our finance costs would have been
significantly higher. The degree to which we are leveraged may impair our ability to make necessary
capital expenditure, increase our exposure to interest rate fluctuations, and limit our ability to develop
business opportunities or make strategic acquisitions, which may materially and adversely affect our
financial condition and results of operations as well as our ability to expand our business.

If we are unable to successfully expand our coal production capacity, our business and prospects
would be materially and adversely affected.

Our future success is dependent on our ability to expand our coal production capacity. We need
to increase our coal production capacity and meet the demands of our customers as well as benefit
from economies of scale and reduce our average costs. In particular, Dayun Coal Mine and Yongsheng
Coal Mine have not commenced commercial production, and our ability to achieve commercial
production at these coal mines in a timely and cost effective manner is subject to a number of risks
and factors beyond our control, including:

° construction delays and cost overruns due to weather, mechanical failures, mine accidents,
unforeseen geological anomalies, changes in government regulations or policies and other

reasons;
° inability to obtain or delays in obtaining the requisite government approvals; and
° our ability to fund the capital expenditure requirements.

The construction of our anthracite coal mines has been subject to multiple delays and cost
overruns, and we cannot assure you that delays and cost overruns will not occur in the future. In the
past, our delays and cost overruns were caused by various factors beyond our control, including:

° suspensions of mining activities in Guizhou province by the Guizhou government in
response to the occurrence of severe mining accidents and certain government meetings and
other events in Guizhou province;

° unanticipated difficulties in relocating local residents affected by certain of our coal mines
as required by the local government. In particular, coal production at Zhulinzhai Coal Mine
has been slowed down by the relocation of local residents affected by the mine’s operations
and construction progress of Dayun Coal Mine has been slowed down by the relocation of
local residents affected by the mine’s construction;



RISK FACTORS

° the upgrade of certain of our coal mines from using drilling and blasting mining methods
to semi-mechanical longwall mining methods in 2011 in anticipation of Guizhou province’s
new requirements relating to mining methods, which required us to incur significant time

and expense to redesign and upgrade Liujiaba Coal Mine; and

° suspension of construction of one of the two mine faces of Yongsheng Coal Mine as

required by the Jinsha County Administration of Coal Mine in 2013.

In addition, our business, financial condition and results of operations may be materially and
adversely affected if we are unable to continue operations at our coal mines. For example, the
operations at Gouchang Coal Mine were suspended from March to August 2012 under certain newly
implemented mine gas control requirements in Guizhou province, and have been suspended by the
Guizhou government since March 2013 pending the acquisition by us of a nearby coal mine and
Gouchang Coal Mine achieving certain production capacity targets in accordance with Guizhou
province’s coal mine consolidation policy. We cannot assure you that our acquisition of the coal mine
near Gouchang Coal Mine would be successful or that Gouchang Coal Mine would be able to resume
production. As of July 31, 2013, Gouchang Coal Mine had proved and probable reserve of 5.72 million

tonnes, representing approximately 2.7% of our total proved and probable reserve.

To manage the growth of our business, we would also need to improve our operational and
financial systems, procedures and controls, integrate the transportation logistics at these coal mines
with our existing operating coal mines, as well as expand, train and manage our employee base. We
cannot assure you that our current and planned operations, personnel, systems and internal procedures
and controls will be adequate to support our future growth. If we are unable to increase our coal
production capacity in a timely and cost effective manner, or if we are unable to successfully manage
and integrate our increased coal production capacity, we may not be able to effectively grow our

business, benefit from the intended economies of scale or achieve profitability.

Our reliance on sales of thermal coal makes our financial results vulnerable to downturns in the
demand for, and government price controls imposed on, thermal coal in the PRC.

Although we intend to increase our sales of chemical coal in the future, we currently derive a
significant portion of our revenue from the sale of thermal coal to local power plants in Guizhou
province. The demand for thermal coal from power producers in the PRC is dependent on a number
of factors, including the rate of economic growth and general economic conditions in the PRC, the
PRC Government’s economic, energy, environmental and other policies, and the availability and cost
of alternative energy sources. Although thermal coal is expected to remain a significant energy source
in the PRC, the PRC Government is investing heavily in exploring alternative energy sources,
including nuclear, hydroelectric, wind and solar power. Moreover, the PRC Government agreed during
the United Nations Climate Change Conference in December 2009 to reduce carbon dioxide emissions
by 40% to 45% by 2020 from 2005 levels. Any government initiative to reduce energy consumption
or control greenhouse gas emission could reduce the demand for, and prices of, thermal coal in the
PRC.
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Moreover, the price of thermal coal in the PRC has from time to time been subject to government
price controls. For example, in November 2011, the NDRC issued the Notice on Implementation of
Temporary Price Intervention on Thermal Coal and Enhancement of Thermal Coal Price Control (B
A S T8 R e B P A T TR AN N 5 R A AR S HE A A 25 )) which limited increases in the contract
price of thermal coal sold to certain power producers in the PRC to 5% in 2012 and imposed a
maximum price limit of RMB800 per tonne on the spot prices of thermal coal. While these price
control measures did not directly impact the average selling prices of our thermal coal, which were
significantly below the specified price limits prior to the enactment of these measures, these measures
may have created downward pressures on the PRC thermal coal market generally and indirectly
affected the average selling prices of our thermal coal. Although these price control measures were
terminated in January 2013, we cannot assure you that the price of thermal coal would not be subject
to further price controls in the future. Any significant decline in the demand for, or prices of, thermal
coal could materially decrease our revenue and cash flows, and may further increase our net losses.

We may not be able to successfully produce, market and sell chemical and PCI coal, which could
materially and adversely affect our business and prospects.

Our future profitability will significantly depend on our ability to produce, market and sell
chemical coal and PCI coal, which generally command higher average selling prices and have higher
margins than thermal coal. In 2011, 2012 and the six months ended June 30, 2013, we derived
approximately 5%, 5% and 1.2%, respectively, of our revenue from the sale of self-produced chemical
coal, and we have not yet commenced selling any PCI coal. As part of our strategy, however, we intend
to significantly increase our sales of chemical coal, and we intend to begin selling PCI coal in 2014.

Our ability to market and sell chemical and PCI coal is subject to a number of risks and
uncertainties. For example, our annual coal production levels were determined based in large part on
the Guizhou government’s annual guidance relating to the provision of certain minimum amounts of
thermal coal to power plants operating in Guizhou province, which has significantly limited our
capacity to produce and sell chemical coal. See “Regulation — PRC Laws relating to the Coal Industry
— Supply of thermal coal to power plants”. We cannot assure you that we will not be subject to other
regulatory requirements or government actions that will constrain our ability to produce, market or
sell chemical or PCI coal in the future. Moreover, although we have entered into certain non-binding
cooperation arrangements relating to the sale of chemical coal, we have not yet entered into any
binding agreements for the sale of chemical or PCI coal, and we cannot assure you that we will be able
to effectively market and sell chemical or PCI coal. The target customers for chemical and PCI coal,
which primarily include chemical, steel and iron companies, are different from our existing customers
for thermal coal, which mainly consist of power producers, and we cannot assure you that we will be
able to develop the necessary customer relationships. Furthermore, the underdeveloped road, water
and railway transportation infrastructure in the regions where our coal mines are located may limit our
ability to efficiently transport chemical and PCI coal to our target customers. If we cannot successfully
produce, market and sell chemical and PCI coal in sufficient quantities, our revenue and cash flows
as well as our financial condition and results of operations could be materially and adversely affected.

We are in the process of constructing a coal beneficiation plant in Jinsha county to process
anthracite coal into chemical coal and PCI coal. However, we have no experience with constructing
or operating coal beneficiation plants, and we cannot assure you that we will be able to complete the
construction process without significant delays or cost overruns, or that we will be able to operate the
coal beneficiation plant efficiently and profitably once it has been constructed.
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The coal reserve and coal quality data in this listing document are estimates and may be
inaccurate, and our actual reserves, coal quality and production may differ materially from these
estimates.

The coal reserve and coal quality data on which our production and capital expenditure plans are
based are estimates that have made based on the results of geological exploration and were reviewed
by Behre Dolbear, an independent mining consultant. There are inherent uncertainties in estimating
coal reserves and coal quality, and these reserve and coal quality estimates may be inaccurate and may
differ materially from our actual volume of reserves, rates of production, coal quality and coal
characteristics. As these coal reserve estimates are based on a number of assumptions regarding
expected market coal prices, production and transportation costs and recovery rates, these assumptions
may turn out to be incorrect or need to be revised in light of actual results. For example, unexpected
geographic anomalies, such as faults, discovered during the extraction process could reduce our
assumed recovery rates as well as the quality of the coal extracted. Moreover, most of our coal mines
have multiple mining stacked seams, and we may not be able to achieve the assumed recovery rates
due to our inexperience with multiple mining stacked seams, particularly the lower stacked seams, and
the current engineering and technical design of our coal mines may not support the assumed recovery
rates, particularly in the later years of production when deeper extraction from our coal mines is
needed to recover the coal. Furthermore, because the coal quality data reviewed by the Competent
Person were based on translations of the various studies and there is a large number of coal seams at
several coal mines of the Company, coal quality may not be accurately defined. If any revision results
in these estimates in a substantial reduction in proved or probable reserves or coal quality at one or
more of our coal mines, our business, financial condition, results of operations and prospects could
be materially and adversely affected.

Unanticipated faults at our coal mines could materially and adversely affect our production
output, coal quality and mining operations.

Faults are displacements or offsets in coal seams that could reduce coal production output and
extraction rates by obstructing mining equipment. Moreover, due to the prevalence of rocks in fault
areas, the quality of coal extracted from fault areas are typically lower as a result of the high rock
content in the extracted coal. Mining in fault areas could also wear out mining equipment more
rapidly, as well as adversely affect the safety of mining operations by reducing roof stability and

acting as trap zones for gas.

Although we have planned our mines to avoid known faults, we have not conducted any seismic
studies to generate full subsurface profiles of our coal mines to identify the full extent of faulting, and
we cannot assure you that the actual extent of faulting at our coal mines is not more extensive than
currently estimated. We have encountered unanticipated faults at Yongsheng Coal Mine and Liujiaba
Coal Mine, which have adversely affected recovery rates at those mines and rendered the coal
extracted in the fault areas unsuitable for use as chemical coal or PCI coal. If we encounter additional
unanticipated faults at our coal mines in the future, our production output and coal quality could
suffer, and our business, financial condition, results of operations and prospects could be materially

and adversely affected.
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Our business, financial condition, results of operations and prospects could be materially and
adversely affected if we are unable to obtain or renew the necessary government permits and
licenses or complete the required environmental trial runs and inspections relating to our
operations.

Prior to the commencement of commercial production, each coal mine in the PRC is required to
obtain a number of permits and licenses, including:

° a mining right permit;

° a safe production permit; and

° a coal production permit.

In addition to these permits, prior to commencing commercial production, coal mines in the PRC

are required to complete an environmental trial run and an environmental acceptance inspection.

We cannot assure you that we will be able to obtain or renew the permits, licenses and approvals
necessary for our business operations or complete the required environmental trial runs and
inspections in a timely manner or at all, or that onerous conditions will not be imposed in connection
with the granting or renewal of such permits and licenses. The granting of permits and licenses in the
PRC is discretionary and is subject to the PRC Government’s prevailing economic, energy,
environmental, health and safety and other policies. If we are unable to obtain or renew the required
permits and licenses at any of our coal mines, we may need to suspend, terminate or downsize our
operations, which could have a material adverse effect on our business, financial condition, results of
operations and prospects.

In 2012, the production output of Baiping Coal Mine significantly exceeded its assessed annual
production capacity as set forth in its mining right permit and coal production permit. Moreover, none
of our anthracite coal mines have completed the requisite environmental trial run or the environmental
acceptance inspection prior to commencing commercial production. Although the relevant PRC
Governmental authorities have issued letters to confirm that no penalties would be imposed in respect
of these violations, we cannot assure that similar violations will not occur in the future, which could
subject us to significant fines, production suspensions and, for certain serious violations, criminal
liability and mine closure. See “Business — Regulatory Compliance”.

Our long-term business and prospects depend upon our ability to successfully increase our
production based on existing coal reserves, and acquire and develop additional coal reserves.

As of July 31, 2013, we had approximately 208.87 million tonnes of proved and probable coal
reserves, respectively. Our existing coal reserves will decline as we produce coal. As a result, our
ability to sustain or increase our production in the long-term will depend on our ability to increase our
production based on existing coal reserves, and acquire additional coal reserves and develop these
reserves into coal mines. We cannot assure you that we will be able to successfully identify suitable
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coal reserves for acquisition, or that we will be able to acquire such reserves on acceptable terms, or
at all. There is a limited supply of desirable coal reserves in the PRC, and there is intense competition
for mining rights from other coal producers, some of which may have significantly greater financial
and other resources than we do.

Moreover, assuming we are able to acquire additional coal reserves, our ability to develop these
reserves into commercially viable coal mines is subject to a number of risks. For example, the
geological and extraction conditions of these reserves may turn out to be different from what we
anticipated, the characteristics of the coal produced from these reserves may be less desirable than we
expected, the construction and production costs may be higher than our estimates, and the relevant
governmental approvals, permits and licenses may be delayed or withheld. If we cannot successfully
expand our coal resources, our business and prospects could be materially and adversely affected.

We are dependent on a limited number of customers for a substantial portion of our revenue, and
a significant reduction in purchases or delayed payments by our largest customers would
materially decrease our revenue and cash flows, as well as materially and adversely affect our
liquidity.

In 2010, 2011, 2012 and the six months ended June 30, 2013, we derived 66.6%, 73.5%, 56.7%
and 72.8%, respectively, of our total revenue from our five largest customers. The average term of our
contracts with these customers is less than one year. We cannot assure you that we would be able to
renew existing coal supply contracts or enter into new contracts with major customers on acceptable
terms, or at all, or that payments by major customers would not be materially delayed. If one or more
of our largest customers were to significantly reduce coal purchases from us, or if we are unable to
continue to sell coal to them on terms as favorable to us as the terms under our current contracts, or
if our largest customers delay payments to us, our revenue and cash flows, as well as our liquidity,
would materially decrease.

Accidents at our coal mines or neighboring coal mines could materially disrupt our business and
operations and damage our reputation.

Our coal mining operations are subject to certain inherent safety risks that could lead to death
or serious injuries, including methane gas explosions, roof collapses, coal mine water discharge and
ground falls. Accidents at coal mines may also result from insufficient attention to safety, maintenance
and working conditions. During the Track Record Period, we had separate accidents involving three
employee fatalities, all of which occurred in 2010. Although we are endeavoring to minimize the
number of accidents at our coal mines, accidents involving death or serious injuries are unavoidable.
The occurrence of accidents at our coal mines may result in substantial disruptions to our business and
operations, reputational harm, litigation, and investigations and sanctions by regulatory authorities,
which could lead to substantial monetary penalties, onerous remediation orders and production
suspensions.

Accidents that occur at our neighboring coal mines could also materially and adversely affect our
coal mining operations. In response to a mining accident, the regulatory authorities may suspend the
production of all coal mines in the region where the mining accident occurred, regardless of whether
those coal mines are owned by the mining company involved in the accident. For example, certain coal
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mining activities were suspended in Guizhou province on multiple occasions in 2012 and in 2013 in
response to certain mining accidents in Guizhou province, which caused us to suffer significant losses
and production delays. Moreover, in response to an accident, the regulatory authorities may enact new
safety regulations applicable to all coal mines in the region, leading to substantially greater
compliance costs.

As our coal mining operations are subject to seasonality, operating results in different periods of
a year may not be comparable and our financial condition and results of operation may be
materially and adversely affected if our coal mining operations experience any interruptions
during the periods normally associated with higher production output.

Our production output in the first quarter of each year is generally lower than our production
output in other quarters, as our coal mining operations are typically suspended for approximately three
to five weeks during the lunar new year holidays. In addition, our production output in the third and
fourth quarters of each year is generally higher than our production output in other quarters, mainly
as a result of higher demand and more favorable weather conditions for coal extraction. As a result,
if our coal mining activities during periods normally associated with higher coal production output
experience any material interruptions or slowdowns, our coal production output for the year would
significantly decline and our financial condition and results of operations may be materially and
adversely affected.

Our coal mining operations may be materially disrupted by operational risks and natural
disasters for which we have limited insurance.

Our coal mining operations are subject to significant risks and hazards, including earthquakes
and other natural disasters, severe weather conditions, unexpected maintenance or technical problems,
key equipment failures, unexpected geological variations and underground mining risks such as mine
collapse, gas leaks or explosions, fire and flooding. The occurrence of these events may materially
disrupt our coal production capacity, disrupt coal transportation or cause significant business
interruptions, personal injuries, property or environmental damage and reputation harm.

In line with what we believe to be industry practice, we do not maintain any fire, liability or other
property insurance covering our properties, equipment or inventories, and we do not carry any
business interruption insurance, transportation insurance or third party liability insurance to cover
claims in respect of personal injuries or property or environmental damage arising from accidents on
our properties. Any uninsured losses and liabilities incurred by us may have a material adverse effect
on our financial condition and results of operations.

A decrease in availability or increase in costs of electricity, water or other key supplies may
significantly disrupt our business and operations as well as materially and adversely affect our
financial condition and results of operations.

Our coal mining operations require a reliable supply of electricity, water and other key materials
and components, including mining equipment, replacement parts, explosives and roof control
materials, and our demand for these resources and materials is expected to grow as our business grows
and our production capacity increases. We obtain power supply from the China Southern power grid
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and we obtain water primarily from surface and subsurface supplies, including rivers, reservoirs and
springs. We have not entered into any long-term supply contracts or obtained any guarantees of supply
with respect to water, electricity or any of our key supplies. Any shortages or disruption in the
availability of water, electricity or other key supplies could lead to delays and suspensions of our
production process, and any significant increase in the cost of these resources and supplies will
increase our operating costs, may significantly disrupt our business and operations and could have a
material adverse effect on our financial condition and results of operations if we are not able to pass

on the increased costs to our customers.

Our business, financial condition and results of operations could be materially and adversely
affected if we experience any significant interruptions, capacity shortages or cost increases with
respect to our coal transportation or the Company cannot improve local road system to meet the

demand under the Company’s expansion plan.

We currently transport coal to our customers primarily by road using third party coal
transportation services. To date, we have not entered into any long-term contracts with or otherwise
obtained any capacity guarantees or commitments from any provider of coal transportation services,
and we cannot assure that we will not experience coal transportation interruptions or capacity
shortages. For many consumers of anthracite coal, particularly chemical plants, having a timely and
reliable supply of anthracite coal is critical for their business. As a result, our failure to deliver
anthracite coal to our customers in a timely manner could cause significant damage to our customer
relationships and our reputation. Moreover, as we have not entered into any long-term contracts with
any provider of coal transportation services, we cannot assure that coal transportation costs will not
increase significantly in the future, which may materially decrease the competitiveness of our

anthracite coal as well as our profit margins.

The transport infrastructures at or near our mines remain underdeveloped which limits our ability
to efficiently transport our coal products to our target markets, including Guangdong, Guangxi,
Sichuan, Chongqing and Jiangxi. If we cannot improve the transport infrastructure at or near our mines
in time or at all to meet the demand under our expansion plans, our business, financial condition,

results of operations and prospects would be materially and adversely affected.

We rely on third party contractors for the construction of our coal mines, and their failure to
perform their obligations could have a material and adverse effect on our business and prospects.

We have outsourced to third party contractors the construction of our coal mines. See “Business
— Suppliers, Third Party Contractors and Utilities”. Although we maintain close supervision over our
contractors, we cannot assure you that our contractors will perform their obligations on time, to our
satisfaction, or at all. Our contractors’ failure to perform their obligations, meet our quality, safety and
environmental protection standards or comply with relevant laws, rules and regulations may result in
liabilities for us and could severely damage our reputation. Furthermore, if we have any material
dispute with our contractors or if our relationship with our contractors deteriorates, our production

capacity expansion plans could be materially and adversely affected.
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We depend on our key personnel, and our business and prospects could be materially and
adversely affected if we lose their services.

Our success is significantly dependent on the continued service of our key executives and skilled
employees. In particular, Mr. Li Feilie, our chairman and chief executive officer, and the other
individuals set forth in the section headed “Directors and Senior Management” are critical to the
development of our business and our strategic direction. If we lose the services of one or more of our
key executives and skilled employees, we may not be able to locate suitable or qualified replacements,
and we may need to incur additional expenses to recruit and train new personnel, which could have
a material adverse effect on our business and prospects. Moreover, as we expect to continue to expand
our operations, we will need to continue attracting and retaining experienced management and other
skilled personnel.

Competition in the PRC mining industry for personnel experienced in the acquisition,
exploration and development of coal mines is intense, and the availability of suitable and qualified
candidates is limited. Competition for these individuals could cause us to offer higher compensation
and other benefits in order to attract and retain them, which could materially increase our operating
costs. If we are unable to attract or retain the personnel required to achieve our business objectives,

our financial condition and results of operations could be materially and adversely affected.

The interests of our controlling shareholder may differ from those of our other shareholders.

Immediately following the Spin-off, Mr. Li Feilie, our chairman and chief executive officer, will
directly and indirectly own approximately 59.33% of our outstanding Shares. Accordingly, Mr. Li will
have the ability to exercise significant control over our business, including matters relating to:

° the nomination and election of our Directors;

° our management, particularly the composition of our senior management;

° the issuance of new securities;

° the timing and amount of dividend payments;

° our business strategies and policies;

° any plans relating to acquisitions, investments, divestitures or other significant corporate

transactions; and

° amendments to our Articles of Association.

The interests of Mr. Li may differ from your interest as a shareholder of our Company, and Mr.

Li may take actions that may not be in the best interests of our Company or our other shareholders.
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Moreover, Mr. Li’s controlling stake in our Company may discourage, delay or prevent a change in
control or other business combination involving our Company, which could deprive you of an
opportunity to receive a premium for your Shares as part of a sale of our Company and may reduce
the price of our Shares.

Failure by the Controlling Shareholders, Feishang Energy and Feishang Enterprise to fulfill
their obligations under the Deed of Non-Competition could have a material adverse effect on our
business, financial condition, results of operations and prospects.

In connection with the Listing, the Controlling Shareholders, Feishang Energy and Feishang
Enterprise entered into a Deed of Non-Competition pursuant to which each of them has undertaken to:

° not, and procure that their respective subsidiaries or parties controlled by them either solely
or jointly with another Controlling Shareholder or any other party will not, either on their
own account or in conjunction with or on behalf of any person, firm or company, directly
or indirectly, be interested or engaged in or acquire or hold any right or interest (in each
case whether as a shareholder, partner, agent or otherwise) in any business which directly
or indirectly competes or may so compete with the Core Businesses;

° if any of them becomes aware of any business opportunity which directly or indirectly
competes or may so compete with the Core Businesses (“New Business Opportunity”),
notify our Company of such business opportunity forthwith; and

o use its best endeavors to procure that the New Business Opportunity is first offered to our
Company on terms and conditions that are fair and reasonable.

Feishang Energy, an indirect wholly-owned subsidiary of Feishang Enterprise, is one of the
entities in Guizhou province (including our Company) that has been assessed under the Guizhou
government’s coal mine consolidation policy to be a consolidator of coal mines in Guizhou province.
Accordingly, Feishang Energy has provided the above undertakings with respect to the period
beginning from the date of the Listing until the later of the date on which (a) it ceases to be qualified
as a coal mine consolidator in Guizhou province and (b) it ceases to be an subsidiary or party
controlled by Controlling Shareholder either solely or jointly with another Controlling Shareholder or
any other party of the Controlling Shareholders. Mr. Li Feilie, our chairman and chief executive
officer, owns approximately 60.74% of the outstanding shares of Feishang Enterprise, and Feishang
Enterprise has also provided the above undertakings with respect to the period from the date of the
Listing until the later on which (a) it ceases to be an affiliate of the Controlling Shareholders and (b)
it ceases to control the Sanjiazhai Coal Mine.

For the purpose of the Deed of Non-Competition, “Core Businesses” include the acquisition and
exploitation of coal mining rights (including the exploration, construction, development and operation
of coal mines) located in Guizhou province in the PRC. Failure by the Controlling Shareholders and/or
Feishang Energy to fulfill their obligations under the Deed of Non-Competition could have a material
adverse effect on our business, financial condition, results of operations and prospects. See
“Relationship with Our Controlling Shareholders — Deed of Non-Competition™.
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If we are unable to renew the governmental approvals to use certain of our leased properties for
coal mining purposes, our business and operations could be materially disrupted.

As of the Latest Practicable Date, we leased 19 parcels of collectively-owned land with a total
site area of approximately 470,821.0 square meters in connection with our coal mining operations. Our
use of these properties for coal mining is subject to the approval of the local land and resources
authorities. Each approval is generally valid for one to two years and must be renewed thereafter. We
cannot assure you that we will be able to renew these approvals in a timely manner or at all. If we
are not able to continue occupying and using these properties for coal mining purposes, our business
and operations could be materially disrupted.

We may not be able to register our trademarks in Hong Kong and our trademarks may be
infringed.

We will use certain trademarks including the logos ““&F", ““f.. and “\F_Y-Eﬁnlgs” for our future
business operations. As at the Latest Practicable Date, we have applied for the trademark registration
of the portfolio of trademarks set out in the paragraph headed “Statutory and General Information —
Further Information About Our Business — Intellectual Property Rights — Trademarks” set out in
Appendix V to this listing document. However, there is no assurance that these applications for
trademark registration in Hong Kong will eventually be approved or that we would be granted
exclusive rights to use these marks as registered trademarks in Hong Kong. If the trademarks including
the logos “ ™", ““uue  and “\;sﬂags” could not be registered, or if the registration process is delayed,
our trademarks may be infringed, which may affect our business, prospects, financial condition and
results of operations.

RISKS RELATING TO PRC’S COAL INDUSTRY

Our business, financial condition and results of operations are susceptible to the cyclical nature
of the PRC anthracite coal market and vulnerable to fluctuations in anthracite coal prices.

As substantially all of our revenue is derived from the sale of anthracite coal, our business,
financial condition and results of operations are substantially dependent upon the prices we charge for
our anthracite coal. We price our anthracite coal by reference to prices in the domestic PRC anthracite
coal markets, which is highly cyclical and has in the past exhibited significant fluctuations in prices
due to various supply and demand factors. For example, anthracite coal prices in Guizhou province
declined significantly in the second quarter of 2012 and again in the first half of 2013 as a result of
the general economic slowdown in the PRC, which reduced demand, as well as an increase in
production capacity in Shanxi province, which increased supply. The decline in anthracite coal prices
in Guizhou province is expected to continue. To date, we have not engaged in any hedging transactions
to manage our commodity price risk. The PRC anthracite coal market is affected by numerous factors
beyond our control, including:

° general economic conditions in the PRC;

° global and regional supply and demand for anthracite coal;
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° competition from other energy sources or alternatives to anthracite coal;
° abnormal weather conditions;
° speculative anthracite coal trading;

° the PRC Government’s economic, energy, environmental, health and safety and other
policies; and

° fluctuations in the development and growth of industries in the PRC with high demand for
anthracite coal, including the power, chemical, iron and steel, and building materials
industries.

Moreover, technological developments may reduce the long-term demand for anthracite coal. In
particular, certain chemical manufacturers have begun experimenting with alternative synthesis
processes that would allow the use of lower cost bituminous coal or natural gas instead of anthracite
coal to produce ammonia and methanol, while certain iron and steel enterprises are experimenting with
using bituminous coal instead of anthracite coal in the steel production process. Although these
processes have not yet been proven to be commercially viable, if cost-effective and reliable
alternatives to anthracite coal are developed in the future, the long-term demand for, and prices of,
anthracite coal would suffer. Any substantial or extended decline in the market prices of anthracite
coal in the PRC could materially decrease our revenue and cash flows as well as increase our net loss.
For the discussion on sensitivity analysis of the effects of increases or decreases in the average selling
price of our anthracite coal on our financial results, see “Financial Information — Market Risk
Disclosure — Commodity Price Risk”.

We are subject to extensive regulation, and our business, financial condition, results of
operations and prospects may be materially and adversely affected if we fail to comply with
applicable regulations or if existing regulations or other government policies change.

Our coal mining operations are subject to extensive regulation in the PRC relating to:

° the granting and renewal of coal mining rights;

° the granting of safe production permits;

° coal mining project approvals;

° production capacity requirements;

° resource recovery rate and water and soil preservation requirements;
° environmental, safety and occupational health requirements;
° government control over coal prices;
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° taxes, duties and levies, including, among others, resource taxes, mining right usage fees,
mineral resource compensatory fees and the coal price levies; and

° the allocation of coal transportation capacity on the national railway system.

Interpretation of these regulations may change and new regulations may come into effect, which
could disrupt or restrict our coal mining operations, reduce our competitiveness or require us to incur
substantial compliance costs. In particular, we are subject to increasingly stringent regulatory
requirements with respect to coal mine safety. For example, Gouchang Coal Mine suspended its
operations from March to August 2012 to comply with certain newly implemented mine gas control
requirements in Guizhou province. Furthermore, in 2011, as a result of the upgrade of drilling and
blasting mining methods to semi-mechanical longwall mining methods in anticipation of Guizhou
government’s requirements on mining methods, we incurred significant time and expense to redesign
and upgrade Liujiaba Coal Mine. We are also subject to extensive and increasingly stringent
environmental laws, rules and regulations in the PRC. These laws, rules and regulations impose,
among other things, fees for the discharge of pollutants and waste substances, as well as require us
to establish reserves for land reclamation and rehabilitation. Any failure to comply may result in fines,
restrictions and limits on our coal mining operations, as well as suspension or revocation of our
business licenses.

Changes in or implementation of government policies in relation to the consolidation of coal
enterprises or coal mines may also have a material adverse effect on our business. For example, in
March 2013, the Guizhou government issued a coal mine consolidation policy which aims to, among
other things, reduce the total number of coal enterprises and coal mines in Guizhou province. As a
result of this policy, the operations of Gouchang Coal Mine have been suspended by the Guizhou
government since March 2013 pending the acquisition by us of a nearby coal mine and Gouchang Coal
Mine achieving certain production capacity targets in accordance with Guizhou province’s coal mine
consolidation policy. We cannot assure you that our acquisition of the coal mine near Gouchang Coal
Mine would be successful or that Gouchang Coal Mine would be able to resume production. In the six
months ended June 30, 2013, we incurred an impairment loss on property, plant and equipment of
RMB184.4 million in connection with the suspension of Gouchang Coal Mine, and we may incur
additional impairment losses in respect of Gouchang Coal Mine in the future if we are unable to
successfully resume operations. As of July 31, 2013, Gouchang Coal Mine had proved and probable
reserve of 5.72 million tonnes, representing approximately 2.7% of our total proved and probable

reserve.

Regulatory changes in the PRC could also significantly reduce the demand for, and the price of,
anthracite coal. For example, in November 2011, the NDRC limited increases in the contract price of
thermal coal sold to certain power producers in the PRC to 5%, as well as imposed certain price limits
on the spot prices of thermal coal. Although these measures were terminated in January 2013, we
cannot assure you that the price of thermal coal would not be subject to further price controls in the
future. Moreover, the Guizhou government levies a coal price adjustment fund levy on the coal sold
by local coal producers and the rate of the coal price adjustment fund levy is subject to frequent
changes based on prevailing government policies, which significantly reduced the competitiveness of
coal producers in Guizhou province. We cannot assure you that we will not be subject to further price
restrictions, levies or additional regulations in the future, or that future regulatory changes would not
have a material adverse effect on our business or prospects.
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Competition in the PRC coal industry is intense, and we cannot assure you that we will be able
to compete effectively.

The PRC coal industry is highly competitive, and we compete on the basis of many factors,
including, coal quality and characteristics, stability of supply, availability and cost of transportation,
reliability and timeliness of delivery, customer service and price. Moreover, as there is a limited
supply of desirable anthracite coal reserves in the PRC, there is intense competition for mining rights
among anthracite coal producers in the PRC. We face competition primarily from other anthracite coal
enterprises in Guizhou province. Many of our competitors have greater financial, marketing and
distribution resources, lower operating costs, more advanced technologies, longer operating histories
and greater brand recognition than us. If we are unable to compete effectively in attracting and
retaining customers as well as obtaining mining rights over coal reserves, our business, financial
condition, results of operations and prospects would be materially and adversely affected.

RISKS RELATING TO CONDUCTING BUSINESS IN THE PRC

Changes in economic, political and social conditions in the PRC could have a material adverse
effect on our business, financial condition, results of operations and prospects.

Substantially all of our business and operations are conducted in the PRC. Accordingly, our
business, financial condition, results of operations and prospects are, to a significant degree, subject
to the economic, political and social conditions in the PRC. The PRC economy differs from the
economies of most developed countries in many respects, including the amount of government
involvement, level of development, growth rate, control of foreign exchange and allocation of
resources. Although the PRC Government has implemented measures since the late 1970s emphasizing
the utilization of market forces for economic reform, the reduction of state ownership of productive
assets and the establishment of improved corporate governance in business enterprises, a substantial
portion of productive assets in the PRC is still government-owned. In addition, the PRC Government
continues to play a significant role in regulating industry development through the implementation of
industrial policies. In particular, the PRC coal industry is subject to extensive regulation. See
“Regulation — PRC Laws Relating to the Coal Industry”. The PRC Government also exercises
significant control over the economy through the allocation of resources, controlling payment of
foreign currency denominated obligations, setting monetary policy and providing preferential
treatment to particular industries or companies.

Uncertainties with respect to the PRC legal system could have a material adverse effect on us.

Our business and operations are primarily conducted in the PRC and governed by PRC laws,
rules and regulations. Our PRC subsidiaries are generally subject to laws, rules and regulations
applicable to foreign investments in the PRC and, in particular, laws applicable to wholly foreign
owned enterprises. The PRC legal system is a civil law system based on written statutes. Prior court
decisions may be cited for reference but have limited precedential value. Since the late 1970s, the PRC
Government has significantly enhanced PRC legislation and regulations to provide protections to
various forms of foreign investments in the PRC. However, the PRC has not developed a fully
integrated legal system and recently enacted laws and regulations may not sufficiently cover all
aspects of economic activities in the PRC. As many of these laws, rules and regulations are continually
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evolving, and because of the limited volume of published decisions, the interpretation and
enforcement of these laws, rules and regulations involve uncertainties and may not be as consistent
or predictable as in other more developed jurisdictions. In addition, the PRC legal system is based in
part on government policies and administrative rules that may have retroactive effect. As a result, we
may not be aware of any violations by us until some time after the violation. Furthermore, the legal
protections available to us under these laws, rules and regulations may be limited. Any litigation or
regulatory enforcement action in the PRC may be protracted and could result in substantial costs and
diversion of resources and management attention.

Governmental control over currency conversion may affect the value of your investment and
limit our ability to utilize our cash effectively.

The PRC Government imposes controls on the convertibility of the Renminbi into foreign
currencies and, in certain cases, the remittance of currency out of the PRC. We receive substantially
all of our revenue in Renminbi, which is currently not a freely convertible currency. Shortages in the
availability of foreign currency may restrict our ability to remit sufficient foreign currency to pay
dividends, or otherwise satisfy any foreign currency dominated obligations we may incur. Under
existing PRC foreign exchange regulations, payments of current account items, including profit
distributions, interest payments and expenditures from trade-related transactions, may be made in
foreign currencies without prior approval from the SAFE by complying with certain procedural
requirements. However, approval from the SAFE or its local branch may be required where Renminbi
is to be converted into foreign currency and remitted out of the PRC to pay capital expenses, such as
offshore investments denominated in foreign currencies. The PRC Government may also at its
discretion restrict access to foreign currencies for current account transactions. In addition, since a
significant amount of our future cash flow from operations will be denominated in Renminbi, any
existing and future restrictions on currency exchange may limit our ability to receive dividends and
distributions from our subsidiaries in the PRC, purchase goods and services outside of the PRC or
otherwise fund any future business activities that may be conducted in foreign currencies. This could
also affect the ability of our subsidiaries in the PRC to obtain foreign exchange through debt or equity
financing, including by means of loans or capital contributions from us.

We may rely on dividends and other distributions on equity paid by our operating subsidiaries
in the PRC to fund our cash and financing requirements, and any limitation on the ability of our
operating subsidiaries in the PRC to pay dividends or make distributions to us could have a
material adverse effect on our liquidity.

We are a holding company, and we rely on dividends and other distributions on equity paid by
our operating subsidiaries in the PRC for our cash and financing requirements, including the funds
necessary to pay dividends and other cash distributions to our shareholders, service any debt we may
incur and pay certain operating expenses. Under the applicable PRC laws, rules and regulations,
dividends may be paid only out of distributable profits. We cannot assure you that our operating
subsidiaries will generate sufficient earnings and cash flow to pay dividends or otherwise distribute
sufficient funds to enable us to meet our financial obligations or declare dividends. In particular, each
of our subsidiaries in the PRC is required under the applicable laws, rules and regulations to set aside
a portion of its net income each year to fund certain statutory reserves. These reserves, together with
the registered equity, are not distributable as cash dividends. In addition, our bank borrowing or other
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financing agreements may contain certain restrictions relating to the payment of dividends or other
distributions. As a result, these subsidiaries are restricted in their ability to transfer a portion of their
respective net assets to their shareholders as dividends. Limitations on the ability of these subsidiaries
in the PRC, such as Guizhou Puxin and Guizhou Fuyuantong, to pay dividends or make distributions
to us could limit our ability to grow our business, make investments or acquisitions, pay dividends to
our shareholders, or otherwise fund and conduct our business.

Dividends received by holders of our Shares that are non-PRC enterprises and gains derived
from the disposition of our Shares by such holders may become subject to PRC taxation, which
may materially reduce the value of investments in our Shares.

Under the PRC Enterprise Income Tax Law and its implementing rules, which became effective
on January 1, 2008, a non-PRC enterprise is generally subject to enterprise income tax at the rate of
10% with respect to PRC-sourced income, including dividends derived from sources within the PRC
and gains derived from the disposition of equity interests in a PRC company, subject to any reductions
under any special arrangements or applicable treaty between the PRC and the jurisdiction of the
relevant foreign enterprise’s residence. As the PRC Enterprise Income Tax Law and its implementation
rules are relatively new, there remains significant uncertainty as to their interpretation and application
by the PRC tax authorities, including whether and how enterprise income tax on dividends payable to
and gains derived by holders of our Shares that are non-PRC enterprises may be collected. If we are
considered a PRC resident enterprise, dividends we pay with respect to our Shares, or the gain our
Shareholders may realize from the transfer of our Shares, may be treated as income derived from
sources within the PRC and be subject to PRC tax. If we are required under the PRC Enterprise Income
Tax Law and its implementing rules to withhold PRC income tax on dividends payable to our
Shareholders that are non-PRC resident enterprises, or if our Shareholders are required to pay PRC
income tax on the transfer of our Shares, the value of such non-PRC enterprise holders’ investments
in our Shares may be materially reduced.

We may be subject to PRC enterprise income tax on our global income, or dividends we receive
from our PRC subsidiary may be subject to PRC withholding tax, depending on whether we are
recognized as a resident enterprise in the PRC.

Pursuant to the PRC Enterprise Income Tax Law and its implementation rules, an enterprise
established under the laws of a foreign country or region whose “de facto management body” is
located within the PRC territory is considered a resident enterprise and will generally be subject to
the enterprise income tax at the rate of 25% on its global income. According to the Implementation
Rules, “de facto management body” refers to a managing body that exercises, in substance, overall
management and control over the production and business, personnel, accounting and assets of an
enterprise. As there is no official interpretation or application of the resident enterprise, it remains
unclear how PRC tax authority will treat an overseas company that is controlled by natural persons
like us. In addition, if new rules and interpretations are issued in the future specifying the criteria for
determining whether a foreign entity controlled by a natural person is a resident enterprise under the
PRC Enterprise Income Tax Law, we cannot assure you that we will not be deemed a PRC resident
enterprise. If, in accordance with any future rules, we were considered a PRC resident enterprise, we
would be subject to the enterprise income tax at the rate of 25% on our global income and any dividend
received by our non-resident enterprise shareholder may be subject to 10% withholding tax. If we are
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considered a non-resident enterprise under the PRC Enterprise Income Tax Law, we will not be subject
to the enterprise income tax at the rate of 25% on our global income. In such case, however, dividends
we receive from our PRC subsidiaries will be subject to a PRC withholding tax of 10% or 5%,
depending on the availability of the relevant tax treaty.

We may not be able to enjoy a reduced withholding tax rate under the special arrangement
between Hong Kong and the PRC.

Under the PRC Enterprise Income Tax Law and its implementing rules, which became effective
on January 1, 2008, a non-PRC resident enterprise is generally subject to a withholding tax rate of 10%
with respect to dividends paid by its subsidiaries in the PRC, subject to any reductions under any
special arrangements or applicable treaty between the PRC and the jurisdiction of the relevant foreign
enterprise’s residence. Under the Arrangement between the Mainland and Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion
with respect to Taxes on Income (A 181 7 v 45 il 47 8 [ Bl 77 365 T 15 2k o B 0 080 01 B L i IR Bt 1) 22
PE), which became effective on January 1, 2007, the withholding tax rate for dividends paid by a PRC
resident enterprise to a Hong Kong resident enterprise may be lowered to 5% if the Hong Kong
resident enterprise owns at least 25% of the PRC resident enterprise. Nonetheless, according to the
Circular of the State Administration of Taxation on Relevant Issues relating to the Implementation of
Dividend Clauses in Tax Treaties (|5 Z i85 48 7 B i 3047 B Ui 19 2 B S A0 2 A M1 LA 48 ), which
became effective on February 20, 2009, special tax treatments on dividends paid by a PRC company
under relevant tax treaties will not be available unless certain conditions are satisfied. In addition,
pursuant to the Administrative Measures for Non-residents to Enjoy Treatments under Tax Treaties
(Trial) () R =2 BN & fr 8 45 BLIFE (3077)), which became effective on October 1, 2009,
approvals from competent local tax authorities are required before an enterprise can enjoy the relevant
tax treatments. See “Regulation — PRC Laws relating to Taxation And Fee”. Although Smartact is a
Hong Kong resident enterprise which wholly owns Guizhou Fuyuantong, our holding company in the
PRC, we cannot assure you that it will be able to enjoy the reduced withholding tax rate under the
special arrangement between Hong Kong and the PRC.

We face uncertainties with respect to indirect transfers of equity interests in PRC resident
enterprises by their non-PRC holding companies.

Pursuant to the Notice on Strengthening Administration of Enterprise Income Tax for Share
Transfers by Non-PRC Resident Enterprises (B Il i JF J& B A 35 i HE i 338 e 15 1> 3 iy 15 B0 8 S Y 4
1) (“SAT Circular 698”) issued by the State Administration of Taxation (“SAT”) on December 10,
2009 with retroactive effect from January 1, 2008, where a non-PRC resident enterprise transfers its
indirect equity interests in a PRC resident enterprise by disposing of its equity interests in an overseas
holding company, or an “Indirect Transfer”, and such overseas holding company is located in a tax
jurisdiction that has an effective tax rate less than 12.5% or does not tax foreign income of its
residents, the non-PRC resident enterprise, as the transferor, is required to report the Indirect Transfer
to the relevant PRC tax authorities. Using a “substance over form” principle, the PRC tax authorities
may disregard the existence of the overseas holding company if it lacks a reasonable commercial
purpose and was established for the purpose of avoiding PRC tax, in which case the gains derived from
such “Indirect Transfer” may be subject to PRC withholding tax at a rate of up to 10%. SAT Circular
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698 also provides that, where a non-PRC resident enterprise transfers its equity interests in a PRC
resident enterprise to its related parties at a price lower than the fair market value, the relevant PRC
tax authorities have the authority to make reasonable adjustments to the taxable income of the

transaction.

There is uncertainty as to the application of SAT Circular 698. For example, while the term
“Indirect Transfer” is not clearly defined, it is understood that the relevant PRC tax authorities have
jurisdiction regarding requests for information over a wide range of foreign entities having no direct
contact with the PRC. In addition, there is no formal declaration with regard to how to determine
whether an overseas holding company lacks a “reasonable commercial purpose” or was “established
for the purpose of avoiding PRC tax”. As a result, if we and/or our Shareholders are deemed to be
conducting any “Indirect Transfer”, we and/or our Shareholders may become at risk of being taxed
under SAT Circular 698 in the future and we and/or our Shareholders may be required to expend
valuable resources to comply with SAT Circular 698 or to establish that we and/or our Shareholders
should not be taxed under SAT Circular 698.

PRC regulations relating to the establishment of offshore special purpose companies by PRC
residents may subject our PRC resident shareholders or our PRC subsidiaries to liabilities or
penalties, limit our ability to inject capital into our PRC subsidiaries or limit the ability of our
PRC subsidiaries to distribute profits to us.

The SAFE issued a public notice in October 2005 (“SAFE Circular No. 75”), requiring PRC
residents to register with the local branch of the SAFE before establishing or controlling any company
outside of the PRC for the purpose of capital financing with assets or equities of PRC companies,
referred to in the notice as an “offshore special purpose company”. In addition, any PRC resident that
is a shareholder of an offshore special purpose company is required to amend its registration with the
SAFE with respect to that offshore special purpose company in connection with any increase or
decrease of capital, transfer of shares, merger, division, equity investment, creation of any security
interest over any assets located in the PRC or any other material change in share capital. We may not
be fully informed of the identities of all of our beneficial owners who are PRC residents. Moreover,
we do not have control over our beneficial owners and cannot assure you that all of our PRC resident
beneficial owners will comply with SAFE Circular No. 75. The failure of our beneficial owners who
are PRC residents to register or amend their registrations with the SAFE in a timely manner pursuant
to SAFE Circular No. 75 or the failure of future beneficial owners of our company who are PRC
residents to comply with the registration procedures set forth in SAFE Circular No. 75 may subject
such beneficial owners or our PRC subsidiaries to fines and legal sanctions, and may also limit our
ability to contribute additional capital to our PRC subsidiaries, limit our PRC subsidiaries’ ability to
distribute dividends to us or otherwise materially and adversely affect our business. See “Regulation
— PRC Laws Relating to Foreign Exchange”.
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PRC regulation of loans to, and investments in, PRC entities by offshore holding companies and
governmental control of currency conversion may restrict or prevent us from making loans or
additional capital contributions to our PRC subsidiaries, which may materially and adversely
affect our liquidity and our ability to fund and expand our business.

Loans or additional capital contributions by our Company to our PRC subsidiaries are subject to
PRC regulations and approvals. For example:

° capital contributions by our Company to a PRC subsidiary must be approved by the
MOFCOM or its local counterparts;

° acquisition of onshore entities by us or our offshore subsidiaries must be approved by the
MOFCOM or its local counterparts; and

° loans by us to a wholly foreign-owned subsidiary cannot exceed statutory limits and must
be registered with SAFE or its branches.

On August 29, 2008, SAFE issued the Circular on the Relevant Operating Issues Concerning the
Improvement of the Administration of the Payment and Settlement of Foreign Currency Capital of
Foreign Invested Enterprises, or Circular 142, regulating the conversion by a foreign-invested
enterprise of foreign currency registered capital into Renminbi by restricting how the converted
Renminbi may be used. Circular 142 provides that the Renminbi capital converted from foreign
currency registered capital of a foreign-invested enterprise may only be used for purposes within the
business scope approved by the applicable governmental authority and, unless otherwise provided by
law, such Renminbi capital may not be used for equity investments in the PRC. In addition, SAFE
strengthened its oversight of the use of Renminbi capital converted from foreign currency registered
capital of a foreign-invested company. The use of such Renminbi capital may not be altered without
SAFE approval, and such Renminbi capital may not, in any case, be used to repay Renminbi loans if
the proceeds of such loans have not been used. Violations of Circular 142 could result in severe
monetary or other penalties.

We cannot assure you that we will be able to obtain requisite government registrations or
approvals on a timely basis, if at all, with respect to future loans or capital contributions by us to our
PRC subsidiaries. If we fail to receive such registrations or approvals, our ability to fund our
operations in the PRC would be limited, which could materially and adversely affect our liquidity and
our ability to expand our business.

You may experience difficulties in effecting service of legal process and enforcing judgments
against us and our management.

Substantially all of our assets and our subsidiaries are located in the PRC. In addition, most of
our Directors and officers reside within the PRC, and the assets of certain Directors and officers are
located within the PRC. As a result, it may not be possible to effect service of process within the
United States or elsewhere outside the PRC upon most of our Directors and officers, including with
respect to matters arising under the U.S. federal securities laws or applicable state securities laws.
Moreover, the PRC does not have treaties providing for the reciprocal enforcement of judgments of
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courts with the United States, the United Kingdom, Japan or most other Western countries. In addition,
Hong Kong has no arrangement for the reciprocal enforcement of judgments with the United States.
As a result, recognition and enforcement in the PRC or Hong Kong of judgments of a court in the
United States and any of the other jurisdictions mentioned above in relation to any matter that is not
subject to a binding arbitration provision may be difficult or impossible. In addition, although we will
be subject to the Listing Rules and the Takeovers Code upon the listing of our Shares on the Stock
Exchange, the holders of Shares will not be able to bring actions on the basis of violations of the

Listing Rules and must rely on the Stock Exchange to enforce its rules.

Natural disasters and health and public security hazards in the PRC may severely disrupt our
business and operations and may have a material adverse effect on our financial condition and
results of operations.

In May 2008 and April 2013, earthquakes registering 8.0 and 6.6, respectively, on the Richter
scale struck Sichuan Province and certain other parts of the PRC, devastating much of the affected
areas and causing tens of thousands of deaths and widespread injuries. In addition, in September 2012,
a series of earthquakes registering 4.8 to 5.6 on the Richter scale struck Guizhou province and Yunnan
province. Although these earthquakes did not materially affect our operations, they caused at least 80
deaths and significant and extensive damage to factories, power lines, blackouts, transportation and
communications disruptions and other losses in the affected areas. The PRC has also encountered
incidents of severe acute respiratory syndrome and the outbreak of influenza A (HIN1 and H7N9). We
are unable to predict the effect, if any, that any future natural disasters and health and public security
hazards may have on our business. Any future natural disasters and health and public security hazards
may, among other things, significantly disrupt our ability to adequately staff or otherwise operate our
coal mines, limit coal transportation, as well as generally disrupt our operations. Furthermore, natural
disasters and health and public security hazards may severely restrict the level of economic activity
in affected areas, which may in turn materially and adversely affect our financial condition and results

of operations.

RISKS RELATING TO THE SPIN-OFF

We have no history operating as an independent company, and we may incur significant expenses

to create the corporate infrastructure necessary to operate as an independent public company.

Prior to the Spin-off, we have relied on the corporate infrastructure of CHNR to support our
business functions, including information technology systems, human resource systems and legal
support. The expenses related to establishing and maintaining this infrastructure were allocated among
all of the businesses of CHNR. Following the Spin-off, we will no longer have access to CHNR’s
corporate infrastructure, and we will need to establish our own corporate infrastructure or hire third
parties to perform these functions on our behalf. The costs associated with performing or outsourcing
these functions may be significant and could have a material adverse effect on our financial condition

and results of operations.
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An active trading market for our Shares may not develop, and the trading price and volume of

our Shares may fluctuate significantly.

Prior to the Listing, no public market for our Shares existed. We cannot assure you that an active
and liquid trading market for our Shares will develop or be sustained after the Listing or that we will
be able to maintain the listing of our Shares. If an active and liquid trading market for our Shares does
not develop or is not sustained after the Listing, the trading price and liquidity of our Shares may be

materially and adversely affected.

The trading price and volume for our Shares may be highly volatile in response to factors beyond
our control, including general market conditions of the capital markets in Hong Kong and elsewhere
in the world. Moreover, the price and trading volume for our Shares may be volatile for specific
business or other reasons. In particular, factors such as variations in our revenue, earnings and cash
flow, announcements of new investments, acquisitions or discovery of new coal reserves, fluctuations
in the market prices for coal, as well as general economic, market or regulatory conditions, could

cause large and sudden changes in the trading volume and price of our Shares.

Future sales or perceived sales of substantial amounts of our securities in the public market,
including any future sale of our Shares by those Shareholders that are currently subject to
contractual or legal restrictions on Share transfers, could have a material adverse effect on the
prevailing market price of our Shares and our ability to raise capital in the future, and may result
in dilution of your shareholding in our Company.

The market price of our Shares could decline as a result of future sales of substantial amounts
of our Shares or other securities relating to our Shares in the public market or the issuance of new
Shares or other securities, or the perception that such sales or issuances may occur. Future sales, or
perceived sales, of substantial amounts of our securities, including any future offerings, could also
materially and adversely affect our ability to raise capital in the future at a time and at a price we deem
appropriate. In addition, our Shareholders may experience dilution in their holdings to the extent we

issue additional securities in future offerings.

In connection with the Listing, each Controlling Shareholder has agreed, among other things, not
to sell our Shares for six months after the Listing Date and has agreed to retain sufficient Shares to
remain as our Controlling Shareholder for six months after the Listing Date. However, we cannot
assure you that our Controlling Shareholders will not dispose of any or all of the Shares they may own
now or in the future after the expiration of the applicable lock-up periods. Any future sales, or
perceived sales, of substantial amounts of our Shares by our Controlling Shareholders could cause the
market price of our Shares to decrease significantly as well as materially hinder our ability to raise

capital in the future.
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This listing document contains information relating to the PRC economy, the PRC coal and
power industries as well as the international coal market and other energy markets. The
information is derived from various publications, market data providers and other independent
third party sources. We have also engaged Fenwei, an experienced consultant in the energy sector
in China and an Independent Third Party, to prepare a report to provide certain industry data for
this section and elsewhere in this listing document. Fenwei was paid a total of RMB320,000 in fees
for this service. Fenwei prepared its report based on its in-house database, independent third party
reports and publicly available data from reputable industry organizations. Where necessary,
Fenwei visited companies operating in the industry to gather and synthesize information about
market, prices and other relevant information.

We believe that the sources of the information in this section are appropriate sources for such
information and have taken reasonable care in the extraction, compilation and reproduction of the
information presented in this section. We have no reason to believe that such information is false
or misleading in any material respect or that any part has been omitted that would render such
information false or misleading in any material respect. Neither we, the Joint Sponsors nor any of
our or their respective directors, officers or representatives or any other person involved in the
Listing have independently verified the information directly or indirectly derived from official
government sources, or make any representation as to the accuracy of the information from official
government or other third party sources. Such information may not be consistent with and may not
have been compiled with the same degree of accuracy or completeness as other information
compiled within or outside the PRC. Accordingly, the information derived from official government
and other third party sources contained herein may not be accurate and should not be unduly relied

upon.

INTRODUCTION

Coal is a combustible, sedimentary, organic rock composed mainly of carbon, hydrogen and
oxygen. It is a fossil fuel and the primary energy source in the PRC. The “rank” of coal, which is
determined by the degree of change undergone by coal as it matures from peat to coal, has an
important bearing on its physical and chemical properties as well as end use. Low-rank coal, such as
lignite and sub-bituminous coal, is typically softer, friable material with a dull, earthy appearance. It
is characterized by high moisture levels and low carbon content, and consequently low energy content.
High-rank coal, such as coking coal and anthracite coal, is generally harder and stronger and often has
a black, vitreous luster, and generally contains more carbon, has lower moisture content, and produces
more energy than low-rank coal. The diagram below summarizes the primary types of coal and their
associated end-uses worldwide. See “— Overview of the Anthracite Coal Industry in the PRC — Uses
of Anthracite Coal in the PRC” for the use of anthracite coal in the PRC.
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Types of Coal
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Anthracite Coal — The Highest-Rank Type of Coal

Under the Chinese Coal Classification Standard, anthracite coal is the highest-rank coal,
containing volatile matter content of 10.0% or less and thus a high percentage of carbon. According
to the SAWS and Fenwei, anthracite coal accounted for approximately 12% of total coal resources in
China in 2012. As a result of anthracite coal’s relative quality and scarcity, it is generally able to
command a higher selling price than other types of coal.

In the process of determining whether the coal belongs to anthracite coal and its relevant
classification, beneficiation (or coal washing) of raw coal (the result of which is referred to as “float
coal”) is required in order to reduce the dry ash content to an acceptable level as necessary under the
Chinese Coal Classification Standard. The Chinese Coal Classification Standard categorizes anthracite
coal into three classes based on volatile matter and helium content — WY 1-class anthracite coal has
a volatile matter content of no more than 3.5% or helium content of no more than 2.0%; WY2-class
anthracite coal has a volatile matter content of more than 3.5% and no more than 6.5% or helium
content of more than 2.0% and no more than 3.0%; and WY3-class anthracite coal has a volatile matter
content of more than 6.5% and no more than 10.0% or helium content of more than 3.0%. Under the
Chinese Coal Classification Standand, in case of a conflict between the classification of anthracite
coal based on volatile matter content and helium content, the classification based on helium content
will be used. According to the Chinese Coal Granularity Classification Standard, large-lump anthracite
coal has a diameter above 50 millimeters, mid-lump anthracite coal has a diameter between 25 and 50
millimeters, small-lump anthracite coal has a diameter between 13 and 25 millimeters and fine
anthracite coal has a diameter below 13 millimeters.
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OVERVIEW OF THE ANTHRACITE COAL INDUSTRY IN THE PRC

The PRC’s Anthracite Coal Resources

According to the SAWS and Fenwei, the PRC had anthracite coal resources of 134.2 billion
tonnes in 2012, which accounted for approximately 12% of the PRC’s total coal resources. According
to SAWS and Fenwei, approximately 70% of PRC’s anthracite coal resources was located in Shanxi

and Guizhou provinces in 2012.

Anthracite Coal Supply & Demand in the PRC

From 2008 to 2012, domestic anthracite coal production in the PRC was insufficient to meet
domestic demand, and as a result, the PRC was a net importer of anthracite coal during the period.
According to Fenwei, anthracite coal demand in the PRC is expected to continue rising in general due
to estimated increases in the demand in anthracite coal for industrial uses, and the supply deficit is
expected to continue. Set forth below is the total supply and demand for anthracite coal in the PRC

for the periods indicated.

2008 2009 2010 2011 2012 CAGR

(million tonnes, except for percentages)

Production. . . . . ... ... .. oL 446.7 426.0 496.0 530.7 534.4 4.6%
Net imports (or supply deficit) . . .. ... ... 13.3 31.1 22.2 31.9 31.2 23.7%
Total supply . . . ... ... ............ 460.0 457.1 518.2 562.6 565.6 5.3%
Total demand . . ... ... ............ 459.9 457.9 516.6 560.3 564.9 5.3%

Source: Fenwei
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The PRC’s Anthracite Coal Production

According to Fenwei, the four major anthracite coal producing provinces in the PRC are Shanxi
province, Henan province, Guizhou province and Hunan province, which accounted for approximately
67% of the total anthracite coal production volume in the PRC in 2012. Shanxi province is the largest
anthracite coal producer in the PRC in terms of production volume, accounting for approximately 32%
of the PRC’s total anthracite coal production volume in 2012. Based on the data from Fenwei, although
Guizhou province held approximately 30% of total anthracite coal resources in the PRC, Guizhou
province’s anthracite coal production volume accounted for only 10% of total domestic production in
2012, due to the less developed stage of exploration and production in Guizhou province. Set forth

below is the breakdown by province of the anthracite coal production in the PRC in 2012:

Others
23% Shanxi
32%
Sichuan
5%
Yunnan
5%
Hunan Henan
9% Guizhou 16%
10%

Sources: SAWS; Fenwei
The PRC’s Anthracite Coal Imports

The PRC is a net importer of anthracite coal. Based on the data from Fenwei, the PRC’s net
anthracite coal imports grew at a CAGR of 23.7% from 13.3 million tonnes in 2008 to 31.2 million
tonnes in 2012. The PRC mainly imports anthracite coal from Vietnam, which accounted for 51% of
the PRC’s total anthracite coal imports in 2012. Beginning in 2010, the PRC also began to import large
volumes of anthracite coal from North Korea. In 2012, anthracite coal imports from North Korea
accounted for 34% of the PRC’s total anthracite coal imports, the second largest source of import after
Vietnam. Other sources of imports included Australia and Russia.

By comparison, the volume of anthracite coal exports from the PRC has been low, at
approximately four million tonnes per year over the period from 2008 to 2012, based on Fenwei’s data.

The PRC primarily exports anthracite coal to South Korea and Japan.
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Uses of Anthracite Coal in the PRC

Anthracite coal has applications in a number of different industries. In the PRC, end users
generally characterize anthracite coal as thermal coal, chemical coal or PCI coal. Set forth below is
a summary of the key characteristics of thermal coal, chemical coal and PCI coal:

Volatile
Ash Sulfur Matter Calorific
Coal Type Content Content Content Value
Coal Type Industry by Size (%) (%) (%) (MJ/Kg)
Thermal Coal . . . . . Power; Building Materials  Fine 20-30 1.0-3.0 6.5-10.0 21.0-24.0
Chemical Coal . ... Chemical industry Lump/Fine <25 <2.0 <10 NA
PCI Coal. . ... ... Iron and steel Fine <14 0.5-1 7-10 >24.5

Source: Fenwei

Thermal coal

Thermal coal primarily refers to fine anthracite coal used in the electric power industry for power
generation and in the building materials industry for cement production. Fine anthracite coal may
generally be used directly as thermal coal without any coal-washing or other processing.

According to Fenwei, in recent years, the installed capacity of the PRC’s electric power industry
has been expanding, driven by a growing economy and increasing fixed-asset investments. According
to Fenwei, thermal power accounted for 79% of the PRC’s total power supply in 2012, of which
approximately 15% was fueled by anthracite coal. Anthracite coal used for electric power generation
grew at a CAGR of 5.3% from 175.1 million tonnes in 2008 to 215.3 million tonnes in 2012.

In the building materials industry, anthracite coal is used for cement production. According to
Fenwei, anthracite coal used in the building materials industry grew at a CAGR of 7.1% from 96.9
million tonnes in 2008 to 127.4 million tonnes in 2012 and is expected to remain relatively stable in
the coming years.

Chemical coal

Chemical coal refers to coal used for synthetic ammonia, methanol and other chemical
production. Synthetic ammonia is the raw material for urea production, and methanol is an important
base chemical and may be used directly as fuel. Anthracite coal is a key raw material for synthetic
ammonia and methanol production. Based on the data from Fenwei, anthracite coal used in the
chemical industry grew at a CAGR of 3.2% from 70.0 million tonnes in 2008 to 79.3 million tonnes
in 2012. Depending on the usage and the desired technical specifications, both anthracite coal lumps
and fine anthracite coal may be used as chemical coal, and coal-washing may be required.
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Some chemical plants have experimented with using bituminous coal or natural gas as a
substitute for anthracite coal to save costs. However, the use of bituminous coal requires the
restructuring of gasification furnaces and has a negative environmental impact, while the supply of
natural gas in the PRC is limited. According to Fenwei, approximately 71% of synthetic ammonia and
approximately 70% of methanol in the PRC were produced from anthracite coal in 2012.

PCI coal

PCI coal is generally used for sintering, smelting and injection purposes in the pulverized coal
injection process in iron production, and it is produced from anthracite coal fines after coal-washing
to achieve certain technical specifications. Iron and steel manufacturing plants are able to reduce costs
by using PCI coal for blast furnace injection instead of coke, which is produced from coking coal. PCI
coal can be made from anthracite or bituminous coal or a combination of both. According to Fenwei,
in 2012, approximately 60% of PCI coal in the PRC was made from anthracite coal, compared with
80% in 2007, and the proportion of PCI coal made from anthracite coal is expected to continue to
decline. However, anthracite coal used in the iron and steel industry grew at a CAGR of 13.5% from
37.9 million tonnes in 2008 to 62.9 million tonnes in 2012.

OVERVIEW OF THE ANTHRACITE COAL INDUSTRY IN GUIZHOU PROVINCE

Anthracite Coal Resources & Distribution in Guizhou Province

According to the SAWS and Fenwei, in 2012, Guizhou province had 49.8 billion tonnes of coal
resources, 80% of which were anthracite coal, accounting for 30% of the PRC’s total anthracite coal
resources.

The Guizhou coal market is highly fragmented. According to statistics from the Guizhou
Administration of Coal Mine Safety, in June 2011, Guizhou province had 18 large coal mines with
annual production capacity of no less than 1.2 million tonnes and 70 medium-sized mines with an
annual production capacity of 0.3 to 1.2 million tonnes. The production volume of small coal mines
with an annual production capacity of no more than 0.3 million tonnes accounted for 76% of the total
coal production capacity in Guizhou province.

Coal Transportation in Guizhou Province

Guizhou province is located in southwest China. Coal in Guizhou province is transported by rail,
road and waterway. According to Fenwei, in 2012, the average transportation cost in Guizhou province
per each tonne of coal was RMBO0.5 to RMB1.0 per kilometer by road, RMBO0.3 per kilometer by rail
and RMBO0.2 to RMBO0.3 per kilometer by waterway.

Guizhou province is a key province for transferring cargo from the PRC’s western provinces to
its southern coastal area. There are four railway lines which run through Guizhou province and the
road network spans over 30,000 kilometers in Guizhou province, including five national roads and 30
provincial roads. Guiyang is at the center of Guizhou province’s rail and road networks, which extend
to substantially all cities and counties in the province. The inland waterway system in Guizhou
province consists of five primary out-of-provincial waterways linked to the Yangtze River in northern
Guizhou province and the Pearl River in southern Guizhou province.
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According to Guizhou province’s “678 highway network plan” Guizhou province intends to
increase the total road mileage by at least 4,500 kilometers and construct a highway in each county
by 2015. This development is expected to significantly improve the transportation of coal by road in
Guizhou province, particularly in the Bijie area, and it is also expected to reduce the transportation
costs. Guizhou province also plans to construct two waterway systems for out-of-province cargo
transport by 2015, with one end connecting the Yangtze River in northern Guizhou province and the
other end connecting the Pearl River in southern Guizhou province.

TARGET MARKETS FOR GUIZHOU PROVINCE’S ANTHRACITE COAL

Anthracite Coal Supply & Demand in the Target Markets

According to the SAWS, Guizhou province is the largest anthracite coal producing province in
southern China. Guizhou province has a surplus of anthracite coal and is a net exporter of anthracite
coal to other provinces in the PRC. Anthracite coal production in Guizhou province has historically
exceeded local consumption, and this trend is expected to continue. In addition to local consumption,
other target markets for Guizhou province’s anthracite coal are the neighboring provinces and
municipalities of Guizhou province, including Guangdong, Guangxi, Sichuan, Chongqing and Jiangxi.
Demand for anthracite coal in these target markets has been growing faster than supply, resulting in
a widened anthracite coal supply deficit. As Guizhou province has a surplus of anthracite coal, it is
in a position to supply to its neighboring provinces. Given the relative scarcity of anthracite coal and
the growing economies of the target markets, Fenwei expects the supply deficit of anthracite coal in
the target markets to continue. Set forth below is a table containing the actual and estimated volume
of anthracite coal production, demand and surplus or deficit in Guizhou province and the target
markets. The estimation was prepared by Fenwei based primarily on the 12th Five Year Plan for the

Development of Coal Industry of each of Guizhou province and such target markets.

CAGR
CAGR (2013E-
Item 2008 2009 2010 2011 2012 (2008-2012)  2013E 2014E 2015E 2015E)
(million tonnes, except percentages)
Guizhou province
Anthracite coal production . . . . 49.0 48.9 62.6 59.9 534 2.20% 54.5 56.5 58.8 3.87%
Anthracite coal demand . . . . . 29.7 343 35.9 39.3 40.8 8.31% 43.6 46.2 46.8 3.69%
Anthracite coal supply deficit/
(surplus). . . . . ... ... -19.3 -14.6 -26.8 -20.6 -12.6 -10.9 -10.3 -11.9
Other Target Markets
Anthracite coal production . . . . 56.8 54.5 523 54.9 55.8 -0.45% 532 51.3 489 -4.12%
Anthracite coal demand . . . . . 66.3 74.0 71.6 85.4 85.7 6.64% 80.4 81.5 81.2 0.51%
Anthracite coal supply deficit/
(surplus). . . .. ... 9.5 19.5 25.3 30.5 29.9 272 30.2 32.3

Source: Fenwei
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COAL PRICING IN GUIZHOU PROVINCE
Recent Guizhou Province’s Anthracite Coal Prices

Anthracite coal prices in Guizhou province rose significantly in October 2011, mainly driven by
a reduction in anthracite coal supply as a result of extensive industry consolidation in the Guizhou
province’s coal sector and strong demand growth driven by fast economic growth. The price of
anthracite coal in Guizhou province fell significantly in the second quarter of 2012 and again in the
first half of 2013, primarily due to a slowdown in economic growth which constrained the growth of
domestic demand, an increase in anthracite coal production in Shanxi province following restructuring
and consolidation of coal enterprises, and a rise in anthracite coal imports. Such decline may continue
in Guizhou province in the near future until 2014, which is expected to be in line with the coal price
trend in the PRC.

Average Anthracite Coal Price (including value-added tax) in Guizhou Province
(January 2008 — October 2013) (RMB/tonne)
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Source: China Coal Resource Website (www.sxcoal.com), Fenwei

(1) Anshun large lump: ash 12%; volatility 7.5%; sulfur 0.9%; calorific value 6800kcal/kg (28.5MJ/kg)
(2)  Anshun mid lump: ash 11%; volatility <10%; sulfur 1%; calorific value >7000kcal/kg (29.3MJ/kg)
3) Anshun fine: ash 28%; volatility 6%; sulfur 0.4%; calorific value 5000kcal/kg (20.9MJ/kg)

4) Zhijin PCI: ash <13.5%; volatility <10%; sulfur <0.8%; calorific value >6300kcal/kg (26.4MJ/kg)

(5) Jinsha small lump: ash 16-18%; volatility 6.5%; sulfur 0.4%; calorific value 6600kcal/kg (27.6MJ/kg)

The average prices for Anshun fine anthracite coal (mine-gate), Jinsha small lump anthracite
(mine-gate), Anshun mid lump anthracite (mine-gate) and Anshun large lump anthracite (mine-gate)
relate to those for chemical coal (lump) and the average prices for Zhijin PCI (ex-works) relate to
those for PCI coal. These prices are relevant to the Company’s proposed future product mix consisting
of increased sales of chemical coal and PCI coal.
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Factors Affecting Guizhou Province’s Anthracite Coal Prices

According to Fenwei, prices of Guizhou province’s anthracite coal are expected to increase
gradually from 2015 in light of the following factors, including:

° anthracite coal’s demand in Guizhou province and target market is expected to exceed its
supply;
° Guizhou province is expected to experience limited increase in anthracite coal’s supply,

primarily due to the PRC government’s policy of preserving scare anthracite coal resources;

° the use of anthracite coal for chemical plants and steel makers is expected to experience
sustainable growth in Guizhou province;

° an inflation rate of approximately 3% is assumed;

° limited anthracite coal imports into the region: most of the anthracite coal imports into
southwestern China originate from Vietnam, which has limited anthracite coal resources
and its government has expressed its intention to restrict anthracite coal exports;

° a continuing supply deficit of anthracite coal in the PRC domestic market, as a result of the
scarcity of anthracite coal and limited domestic production capacity; and

° improvements in transportation conditions within Guizhou province and between Guizhou
province and its neighboring provinces.

Furthermore, the following factors may also contribute to a potential increase in anthracite coal
prices in Guizhou province:

° In 2012 and the first half of 2013, the PRC economy generally slowed down. However, with
improving US and European economies (China’s largest export markets), the outlook for
the PRC economy in 2015 and onwards may become positive.

° According to Fenwei, anthracite coal prices may follow an upward trend in the long run
from 2015 primarily due to (i) anticipated improvement in the PRC and global economy and
(i1) the increasing scarcity of minable anthracite coal reserves.

° Although Shanxi and Inner Mongolia are key coal producing provinces in the PRC, they
mainly produce thermal coal and are geographically far from south and south-western
China, where the Company, its customers and prospective customers are located.

However, anthracite coal prices in Guizhou province may also experience certain downward
pressure. In particular, future improvements in rail transportation conditions in the PRC, especially the
railway from Inner Mongolia to central China, may make it less expensive to transport coal from Inner
Mongolia. In addition, coal production capacity in Shanxi may expand gradually following the
completion of its coal sector consolidation.
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PRC GOVERNMENT POLICY TOWARDS THE COAL INDUSTRY

The 12th Five Year Plan for the PRC’s Coal Industry

On March 18, 2012, the NDRC released the 12th Five Year Plan for Development of the Coal
Industry, the national plan for 2011 to 2015 on coal mine construction, production capacity, and

transportation via railway and port facilities in the PRC. The main objectives are as follows:

Construct large-scale coal bases and coal enterprise groups, as well as large and modern
coal mines. The goal is to have 20 large-scale coal enterprise groups accounting for over
60% of the nation’s total coal production by 2015. In addition, ten of the 20 coal enterprise
groups are expected to have total annual production capacity of 100 million tonnes and the
other ten coal enterprise groups are expected to have total annual production capacity of 50
million tonnes. Furthermore, large-, medium- and small-sized mines are expected to
account for 63%, 22% and 15%, respectively, of the nation’s total coal production by 2015.

Keep coal production “controlled in the east, stable in the center and developing in the west
of the PRC”. Under the 12th Five Year Plan for Development of the Coal Industry, the
“east” of PRC refers to the coastal provinces and municipals, as well as Jilin and
Heilongjiang; the “center” of the PRC refers to Hunan, Hubei, Jiangxi, Anhui, Henan, and
Shanxi; and the “west” of the PRC refers to the rest of the areas of the PRC. The increase
in the coal production capacity in the PRC was below the government’s plan in 2006 to
2010. Under such 12th Five Year Plan, increases in the coal production capacity are
expected to continue in 2011 to 2015 in the east, center and west of the PRC, which would
account for 5.6%, 30.6% and 63.8%, respectively, of the nation’s planned production
capacity by 2015. The newly commenced coal mine construction in the east, center and west
of the PRC is expected to account for 3.3%, 25.0% and 71.7%, respectively, of the nation’s
total newly commenced coal mine construction in 2011 to 2015. By 2015, national
production capacity is projected to be 4.1 billion tonnes per year, and the east, center and
west of the PRC are expected to account for 12%, 35% and 53%, respectively, of the
nation’s total production capacity.

In 2015, rail transport demand for coal is predicted to be 2.6 billion tonnes, with planned
capacity of 3 billion tonnes per year. Trans-provincial coal transport volume is estimated
to be 1.66 billion tonnes by 2015, of which 1.58 billion tonnes are expected to be from
Shanxi, Shaanxi, Inner Mongolia, Ningxia and Gansu, 0.03 billion tonnes from Xinjiang,
and 0.05 billion tonnes from Yunnan province and Guizhou province.

Consolidation Policy for the PRC’s Coal Industry

The 12th Five Year Plan for the Development of the Coal Industry states that the primary

objective during 2011 to 2015 is to “promote merger and restructuring of coal enterprise groups, to

develop large-scale enterprise groups”. The State plans to accelerate resource consolidation and

mergers and restructurings of coal enterprise groups, which are expected to significantly elevate the

concentration ratio of the PRC coal industry. According to the plan, from 2011 to 2015 the State will

prioritize the construction of large-scale coal bases, enterprise groups and modern mines. Moreover,
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under the plan, there will be no more than a total of 4,000 coal enterprise groups nationwide and the
average production capacity of each enterprise will exceed 1 million tonnes per year. From 2011 to
2015, Shanxi province, Shaanxi province, Inner Mongolia, Ningxia province, Qinghai province, Gansu
province, Xinjiang, Sichuan province, Guizhou province and Yunnan province plan to accelerate the

consolidation of mining properties and resources.
Coal Industry Policy in Guizhou Province
Guizhou Province’s coal capacity and production plan

According to the 12th Five Year Plan for the Development of Coal Industry of Guizhou province,

coal production is expected to reach 182.33 million tonnes by 2015.
Coal resource consolidation in Guizhou Province

Guizhou province began consolidating its coal sector in 2005, with 346 coal mines closed that
year and 425 coal mines closed between 2006 to 2007. According to the 12th Five Year Plan for the
Development of Coal Industry of Guizhou province released in January 2011, the Guizhou government
announced a policy to reduce the target number of coal enterprise groups to 100 and the target number
of coal mines to approximately 1,000, each with a production capacity of at least 1.5 million tonnes
per year, by the end of 2015. This policy also aims to form one “extra-large” coal enterprise group
producing at least 50 million tonnes of coal per year, two “large” coal enterprise groups producing at
least 30 million tonnes of coal per year, and 10 “medium” coal enterprise groups producing at least

five million tonnes of coal per year.

On March 22, 2013, the authorities in Guizhou province issued the Notice of the
“Implementation Rules on Accelerating the Progress of Merging and Restructuring Coal Mining
Enterprises of Guizhou province” (A EP#E (& JN & M0 > 334 OF B 40 T/ B0t 40 F1) ) iy 28 %),
which aims to implement the aforementioned reductions of coal mining enterprises and coal mines.
Coal enterprises located in Bijie and Liupanshui counties are required to have annual production
capacities of no less than 2.0 million tonnes, and those located in the other areas of Guizhou province

are required to have annual production capacities of no less than 1.5 million tonnes.
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OVERVIEW

The coal industry in the PRC is subject to extensive regulations. These regulations govern
investments in coal businesses, mining rights, coal exploration, production, distribution, trading and
transportation, as well as safety and environmental protection. In addition, coal operations in the PRC

are subject to taxes and levies.
PRC LAWS RELATING TO THE COAL INDUSTRY
Approval of Coal Mine Development Projects

In the PRC, coal mine development projects must be approved by the NDRC or its local
counterparts, depending on the location and annual production capacities of the project.

On July 16, 2004, the State Council promulgated the Decision on Institutional Reform of
Investment System (%5 P B % G il ek A9 P E)  (the “Investment Decision”), which
significantly modified the government approval process for major investment projects in the PRC.
Pursuant to the Investment Decision, applications for coal mine development projects within the
mining areas under the national plan are required to be submitted to the NDRC, and applications for
other coal mine development projects are required to be submitted to the competent investment

department of the local government.

On December 8, 2005, the NDRC issued the Notice on Strengthening the Management of Related
Issues Concerning Basic Construction of Coal Projects (|2 5% %5 Ji& M{ 4 2% B i in o M e BE AR el sl T H
IR B ] Y 4 AT (the “Coal Projects Notice™), which was amended on December 12, 2012. Under
the Coal Projects Notice, the NDRC delegated to its local counterparts the authority to approve coal
mine development projects which are within the mining areas under the national plan which have

annual production capacities under 600,000 tonnes.

On November 28, 2007, the NDRC issued the Notice on the Catalogue of Planning Coal Mining
Areas Approved by the State (2007) (25 %5 Ji et 5= 22 B 77 B 8% [0 2 4% E 4 e K 30 1 1 H 8% (2007 48
AYAYHE AT, which was amended on December 12, 2012. Under the aforementioned Notice, the NDRC
approved or delegated to its local counterparts the power of authority to approve coal mine projects

which are within the Catalogue of the mining areas under the national plan.

On May 15, 2013, the State Council promulgated the Decision on Cancellation and Delegation
of Certain Items Subject to Administrative Examination and Approval (%5 [ B 7~ BUE AT i —#EAT
B#E I H S5 S IH A L) (the “Decision on Administrative Examination and Approval”). According
to the Decision on Administrative Examination and Approval, the competent investment department
of the provincial governments may approve applications for coal mine development projects which are
within the mining areas under the national plan and have newly increased annual production capacities
under 1,200,000 tonnes.
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Mining Operations

The Coal Law of the PRC (H'# A\ RILFNE Ik %) (the “Coal Law™), which became effective
on December 1, 1996 and as amended on August 27, 2009 and April 22, 2011, sets forth certain
requirements relating to coal production, including requirements relating to the exploration of mineral
resources, the approval of new mines, the issuance of production permits, the implementation of safety
standards, the coal trading, the protection of mining areas from destructive exploitation, the protection
of miners and the administration and supervision of coal mining operations.

Under the Mineral Resources Law of the PRC ("3 A R ILANE = & VH75) (the “Mineral
Resources Law”), which became effective on January 1, 1997 and as amended on August 29, 1996, all
mineral resources in PRC are owned by the State. The Mineral Resources Law governs the supervision
and administration of the mining and exploration of mineral resources. Under the Mineral Resources
Law, the geology and mineral resources bureau of each province, autonomous region and municipal
government is responsible for the supervision and administration of the exploration, development and
exploitation of mineral resources within its jurisdiction. Businesses engaged in the exploration and
exploitation of mineral resources are required to obtain exploration rights and mining rights from the
competent land and resources authorities.

Pursuant to the Coal Law and the Mineral Resources Law, exploration and exploitation of coal
is subject to the supervision by the MLR and the relevant local mineral resource bureaus and coal
administration departments. For example, coal exploration licenses and coal mining right permits are
granted by the MLR or local mineral resource bureaus. Holders of mining right permits are required
to file annual reports with the relevant administrative authorities that issue the permits. A coal
production permit is required before a coal producer may produce and sell coal in the PRC.
Furthermore, the production capacity of each coal mine is subject to annual review by the NDRC or
local counterparts.

Under the Procedures for the Registration of Mineral Resources Mining (1% 2 & i B $% 8 5 4 1
?Jﬁf%) (the “State Council Circular No. 241”), which became effective on February 12, 1998, holders
of mining right permits are required to submit applications with the relevant registration authorities
to change the scope of mining area, the main exploited mineral categories, exploitation modes and
name of the mining enterprise, as well as transferring mining rights. Mining right permits will
terminate upon their expiration unless they are extended by relevant registration authorities.

Coal mining businesses may be subject to administrative penalties for certain non-compliance.
For example, conducting a coal mining business without a mining right permit, safety production
permit or coal production permit may result in cease-and-desist orders, disgorgement of profits and
fines. In addition, coal mining businesses which exceed the production limit set forth in the mining
right permit or coal production permit may be subject to a one-time fine of up to RMB2.0 million on
the coal mine, a fine of no more than RMB150,000 on the mine manager, other administrative
penalties and, in serious cases, revocation of coal production permit and mine managers’ qualification
certifications, as well as closure of the mine.

Under the Coal Law and the Mineral Resources Law, coal producers are required to achieve
certain reserves recovery rates, and failure to achieve the rates may result in penalties, including the
revocation of coal production permits.
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It is unlawful to conduct mining operations in areas authorized for exploitation by other mining
operators, which may result in cease and desist orders, fines, forfeiture of relevant products and

proceeds and damage of losses suffered by authorized operators.

Coal mining businesses which cause harm to others in the course of operations are liable to the
affected parties and are required to take remedial measures. Under the Detailed Rules for the
Implementation of the Mineral Resources Law (773 A R I A0E 0% = B F A E AR, a mine
operator is required to follow certain procedures when closing a mine, including submitting a mine

closure geology report to the relevant authorities that approved the opening of the mine.

Mining rights are transferable subject to the approval of the relevant geological and mineral
resources and land bureaus of the PRC. A mining right permit holder is entitled to and obligated to
conduct mining activities in the area specified in and within the term of the mining right permit. A
mining right permit holder is also entitled to set up necessary production facilities and acquire land
use rights necessary for coal production. A mining right permit holder is required to (i) conduct
reasonable exploitation and protect and fully utilize mineral resources, (ii) pay resources taxes and
resources compensation levies, (iii) comply with the laws and regulations relating to occupation
safety, soil and water conservation and reclamation and environmental protection, and (iv) submit

mineral resource reserves and utilization reports to the relevant government authorities.

Pursuant to the Coal Law, a coal mining business is required to obtain a coal production permit
in order to sell self-produced coal. In addition, pursuant to the Measures of Supervision of Coal
Operation (K £828 B JF1E), a coal operation qualification certificate is required to be obtained

before engaging in sales of coal products that are not self-produced or self-processed.

The National People’s Congress Standing Committee passed certain amendments to the Coal
Law, which became effective on June 29, 2013, including removing the requirements of obtaining coal
production permits and coal operation permits.

Pricing

Since the PRC Government eliminated price controls over the coal used for power generation in
2002, coal price has been mainly influenced by the supply and demand of coal markets. Nonetheless,
the PRC Government still has the right to implement certain temporary price intervention measures.
For example, the NDRC issued the Notice on Strengthening Adjustments of Thermal Coal Prices
(1B 5 3% e o 8 2 R A Jon i % 7 B AS SR #E AU 4 1) on November 30, 2011, pursuant to which the
NDRC implemented a temporary price intervention measure on thermal coal sold to certain power
producers by setting maximum coal prices at key ports and distribution centers in January 2012. The
temporary price intervention measure was terminated in January 2013 in accordance with the Notice
on Terminating Temporary Price Intervention Measures on Thermal Coal Prices ([ % #§ Jié ot ¥ Z2 Bl i
i [ %% TR JE B IRF (B A% T PR 4 7 19 48 A1) issued by the NDRC on December 18, 2012. Pursuant to the
Price Law of the PRC (' #E A\ R AL F1 B {E #% %), which became effective on May 1, 1998, temporary

price intervention measures may be introduced to limit coal price increases.
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Supply of thermal coal to power plants

On March 28, 2011, the NDRC issued the “Emergency Notice to Ensure the Stable Supply of
Thermal Coal and the Stabilization of the Price of Thermal Coal by NDRC” ([H 5 % J& ot %5 Zz B it 1)
BRI T I S R R A% 1 22 2 A1), which called for a stable supply of thermal coal in all coal
producing provinces and districts. Furthermore, according to the “Notice of Issuing the Provincial
Thermal Coal Supply Target for the Year 2010 by the General Office of the Guizhou Provincial
People’s Government (Qianfubanfa (2010) No.4)” (E M & A R EUNHEA BER R F 2201044 A &
3t AT 5 110 3 01 5 R 9% [ 201014%%) issued on January 12, 2010, the “Notice of Issuing the Provincial
Thermal Coal Supply Target for the Year 2011 by the General Office of the Provincial People’s
Government (Qianfubanfa (2010) No.119)” (BN & A R BURN M BER 7Y T 201145 & A B L REAT
55 1 4 0 S A9 1201011199%) issued on December 17, 2010 and the “Notice of Implementing the
Provincial Supply of Thermal Coal and Coal Consumed for Municipal Gas for Manufacture for the
Year 2012 by the General Office of the Provincial People’s Government (Qianfubanfa (2011)
No.127))” (& JH & A B BURN 2 BE B A ABC20 1245 1 A1 o 50 30k i J5E S A 72 T 68 3t R A % 7 o (B3
N HEEE[2011]1127%%)) issued on December 12, 2011 by the Guizhou government, the Guizhou
government published the annual guidance relating to the provision of certain minimum amounts of
thermal coal by coal enterprises in Guizhou province to power plants operating in Guizhou province
in 2010, 2011 and 2012, respectively. Under the Notice of Issuing the Provincial Thermal Coal
Instructional Plan for the Year 2013 (Qianjingxinyunxing (2013)No.1) (B T 201344 A E 45
BRI EED)) (BE(EHEIT[2013]15%) issued by the Guizhou Economic and Information
Commission and the Energy Bureau of Guizhou Province on January 5, 2013, coal mining enterprises
located in Bijie City and Liupanshui City are required to provide 17.25 million tonnes and 11.1 million
tonnes of thermal coal, respectively, to power plants in Guizhou province in 2013. Such guidances are
aimed at ensuring adequate supply of thermal coal to power plants in Guizhou province.

Foreign Investments in Coal Mining Industry

Our business is not in an industry in which foreign investments are restricted or prohibited under
the Catalogue of Industries for Guiding Foreign Investments (Amended in 2011) (Y% & & 2E 45 8
H#k (20114-4&%])) (the “Catalogue”) promulgated by the MOFCOM and the NDRC, which became
effective on January 30, 2012. Under the Catalogue, exploration and mining of “special and scarce”
coal is an industry in which foreign investments are “restricted” which means, among other things,
that businesses engaged in exploration of special and scarce coal are required to be controlled by PRC
persons. Although “special and scarce” coal is not defined in the Catalogue, there is an enumerated
listed of “special and scarce” coal under the Interim Administrative Measures on the Development and
Utilization of Special and Scarce Coal (4 %k FI i Bl B 55 A A 4 BLET 1T B2 ) (the “Measures on
Special and Scarce Coal”) which were promulgated by the NDRC and became effective on January 9,
2013. In Guizhou province, however, anthracite coal does not fall within the enumerated list of
“special and scarce” coal. The Measures on Special and Scarce Coal provide that businesses engaged
in the development of “special and scarce” coal in certain designated “special and scarce coal mining
areas” are required to be controlled by PRC persons. None of our mines are located in the designated
“special and scarce coal mine areas”.

PRC LAWS RELATING TO ENVIRONMENTAL PROTECTION
General

Coal mining operations in the PRC are subject to extensive environmental regulations. Under the
relevant laws, rules and regulations, a business that discharges toxic and hazardous materials is
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required to comply with the applicable standards and report to and register with the relevant
environmental protection authorities. Failure to comply may result in warnings, enforcement orders
and other penalties. Before a construction project commences, an environmental impact assessment
report must be submitted to the relevant environmental protection authorities for approval. An
acceptance inspection by the relevant environmental protection authorities must be obtained before the
completed construction project may commence its operations.

Provisions on the Protection of the Geological Environment of Mines

According to the Provisions on the Protection of the Geologic Environment of Mines (H# 111 }h /&
IREE R 7KL 7E), which became effective on May 1, 2009, a mining right permit applicant is required
to submit a plan relating to the protection and restoration of the mine’s geological environment to the
competent land and resources authorities for approval. In addition, a mining right permit holder is
required to pay a security deposit for the restoration of the geological environment of mines and must
be responsible for restoration of the mine’s geological environment which is affected by its mining
operation.

Regulations on Land Reclamation and its Implementing Measures

Pursuant to the Regulations on Land Reclamation (LB 2B 19]), which became effective on
March 5, 2011 and the Implementing Measures of Regulations on Land Reclamation (1 & 2R 5 {4l
B i %), which became effective on March 1, 2013, a coal production enterprise must take measures
to restore the land that has been damaged due to its coal mining operations. The reclaimed land may
be put into use only after the reclamation requirements are fulfilled and the relevant land
administration authorities have completed an examination and acceptance. Failure to comply with the
reclamation requirements or restore the land in the mining areas may subject the coal production
enterprise to fines, land reclamation fees, rejection of the application for land use right, revocation of
the mining right permit or, in serious cases, criminal liability.

PRC LAWS RELATING TO PRODUCTION SAFETY

The SAWS and the SACMS under the supervision of the SAWS are responsible for centralized
supervision and monitoring of coal mine safety. Pursuant to the Provisions on the Supervision of
Safety Facilities for Coal Mine Construction Projects (Ml s IH H % & st i B 558 7E), the safety
design and procedures of a coal mine construction project must be examined and approved by the
SACMS or its local branches. Before the commencement of operation of the coal mine, coal mine
equipment and conditions must pass relevant inspections and acceptance tests performed by SACMS
or its local branches. The SACMS may conduct safety inspections of the conditions of coal production
businesses regularly pursuant to the Safety Production Law of the PRC (H % A\ R L FN 3 % 4 A E 7)),
the Mining Safety Law of the PRC (" # A [ B % 11| %2 42 %) and other relevant safety regulations.
Coal production businesses that fail to meet relevant safety requirements may be subject to fines and
suspensions of operations.

Pursuant to the requirements of the Measures for the Implementation of Safe Production Licenses

of Coal Mine Enterprises (ﬁﬁ)ﬁ%ﬁ%ﬁi\i% %ﬁ%ﬁgﬁ@%ﬁ&), which became effective on May 17,
2004, coal mines in operation must have a valid production safety license issued by the SACMS or
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its provincial bureaus and comply with the safe production requirements set forth in the license. The
production safety license has an initial term of three years, subject to renewals upon satisfaction of
relevant safe production requirements. Moreover, pursuant to the Special Provisions of the State
Council on the Prevention of Coal Mine Production Safety Accidents ([ %5 B B i T8 By B 0 A= 2 % 4
YRR BB A2 ), which became effective on September 3, 2005, coal mine businesses are responsible
for preventing accidents at coal mines, and are required to have sufficient safety equipment, facilities
and resources, appropriate accident prevention measures and a sound emergency contingency plan.
Coal mine businesses must establish policies relating to the monitoring, inspection, handling and
reporting of potential safety risks. If any major potential safety risk of production set forth in the

policies is identified, coal mine businesses should suspend their operations and eliminate the risk.

On July 19, 2010, the State Council issued the Notice of the General Office of the State Council
on Further Improving Production Safety of Enterprises ([5%Be B i3 — 2 o 3 % 24 % TAEW
#H1) (the “Production Safety Notice”). The Production Safety Notice requires enterprises such as coal
mining enterprises to improve safety management, conduct frequent safety inspections, enhance the
responsibility and accountability of persons in charge of production and improve safety education and

trainings.

The Trial Rules on Mining Production Work-Related Safety Issues (M85 1F 3£ 15 fir ik 3£ f& 5 B 16
#iE (i17)), which became effective on September 1, 2010, require coal mining companies to submit
to relevant safety authorities safety manuals, reports on evaluation of work-related risks, means

adopted for risk prevention and work safety measures.

Pursuant to the Notice of “Ten Prohibitions” on Coal Mine Gas Prevention (8 FU 3 B i TAF
“AfRE 4[4 A1), which became effective on November 25, 2011, coal and gas outburst mines with
annual production capacities of 90,000 tonnes or less are required to suspend production pending
rectifications and assessments of gas prevention capability. Coal and gas outburst mines which fail to
pass the assessment are required to remain suspended pending rectifications, be consolidated with
other mines with gas prevention capacity, or close down their operations.

On December 26, 2011, the NEA issued the Administrative Measures regarding Assessment of
Gas Prevention Capability of Coal Mining Enterprises (M1 FC #5768 g J1 575 4 3% (the
“Measures on Gas Prevention”). On March 5, 2012, the Office of the Guizhou Energy Bureau issued
Opinions on Implementation of Assessment of Gas Prevention Capability of Coal Mining Enterprises
in Guizhou Province (E M & HMEMELIBHIGAE NI EMAE L) (the “Opinions on Gas
Prevention™). According to the Measures on Gas Prevention and the Opinions on Gas Prevention, coal
mining enterprises engaged in production and construction of mines with high gas contents and coal
and gas outburst mines in Guizhou province are required to apply for assessments of gas prevention
capability. Gas prevention capability assessments are required before applying for approval of
construction projects of mines with high gas contents and coal and gas outburst mines or consolidating
mines with high gas contents and coal and gas outburst mines. Mines with high gas content and coal
and gas outburst mines which fail to pass the assessments are required to suspend their operations
pending rectifications, consolidate with other mines with gas prevention capacity or close down their

operations.
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PRC LAWS RELATING TO TAXATION AND FEES

Pursuant to the PRC Enterprise Income Tax Law (9% A R ILANE 1 3£ 18 8ii%) effective on
January 1, 2008 and its implementation rules, domestic enterprises and foreign invested enterprises
are subject to enterprise income tax at a rate of 25% on taxable income.

Under the PRC Enterprise Income Tax Law, enterprises are categorized as resident enterprises
and non-resident enterprises. A resident enterprise refers to an enterprise that is incorporated under the
PRC law, or that is incorporated under the law of a jurisdiction outside the PRC with its de facto
management body located within the PRC. Pursuant to the Regulation on the Implementation of the
PRC Enterprise Income Tax Law (3 A R LA B 1> 24 Fr 45 B 74 E i % 49), which became effective
on January 1, 2008, a “de facto management body” is defined as a managing body that exercises, in
substance, overall management and control over the production and business, personnel, accounting
and assets of an enterprise. A non-resident enterprise refers to an enterprise which is incorporated
under the law of a jurisdiction outside the PRC with its de facto management body located outside of
the PRC, but which has set up institutions or establishments in the PRC, or has income originating
from the PRC without setting up any institution or establishment in the PRC.

On August 21, 2006, the PRC and Hong Kong entered into an Arrangement between the Mainland
of the PRC and Hong Kong for Avoidance of Double Taxation of Income and Prevention of Income
Tax Evasion (PN A7 #5455 Bl 47 B BE i 3 T 15 2k 00 B 2 080 A B 1 £ I Bl E@?CT}F) (the “Income
Tax Arrangement”). According to the Income Tax Arrangement, a withholding tax rate of 5% applies
to dividends paid by a PRC company to a corporate recipient that is a Hong Kong resident and directly
holds at least 25% equity interests in the PRC company. A withholding tax rate of 10% applies to
dividends paid by a PRC company to a corporate recipient that is a Hong Kong resident and holds less
than 25% equity interests in the PRC company.

According to the Circular of the State Administration of Taxation on Relevant Issues relating to
the Implementation of Dividend Clauses in Tax Treaties ([5 5B 15 48 5 BE 5 04 T B UL Ioh 2 IE B CR
B [ LAY 4 A1), which became effective on February 20, 2009, special tax treatments on dividends
paid by a PRC company under relevant tax treaties will not be available unless certain conditions are
satisfied. For example, the dividend recipient must be qualified under the relevant tax treaty, and must
directly hold certain equity interest in and voting shares of the PRC company distributing dividends
as specified in the relevant treaty within 12 months prior to the dividends distribution. In addition,
pursuant to the Administrative Measures for Non-residents to Enjoy Treatments under Tax Treaties
(Trial) (FE & R 2= 2 Bl I & 8 8 2 #% (G047)), which became effective on October 1, 2009,
approvals from competent local tax authorities are required before an enterprise can enjoy the relevant
tax treatments.

Pursuant to the Provisional Regulation of Resources Tax of the PRC ("' #E A B3t Al 5 & P Bl &
1116 45)), which became effective on January 1, 1994 and as amended on September 30, 2011 and the
Rules Administering Levy of Mine Resource Compensation Fees (1% & UF i f8 2 Ol 3 A E),
which became effective on April 1, 1994 and as amended on July 3, 1997, coal mining businesses are
subject to resources taxes and resources compensation fees. Since 2004, the MOF and the SAT has
increased coal resources tax rates in certain regions, including Guizhou province. According to the
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Detailed Rules for Implementation of the Interim Regulations of the People’s Republic of China on
Resource Tax "3 A R A B G B R AT W B E M4 Il) issued by the Ministry of Finance and
State Administration of Taxation on October 28, 2011 (effective on November 1, 2011), the rate of coal
resources tax (excluding coking coal) for Guizhou province is RMB2.5 per tonne.

PRC LAWS RELATING TO LAND

Under the Land Administration Law of the PRC (FF % A R ILAIE - Hi4 #15), which became
effective on January 1, 1999 and amended on August 28, 2004, land in the PRC is either state-owned
or collectively-owned, depending on the location of the land. Land in the urban areas of a city or town
is generally state-owned, and the land in the rural areas of a city or town and all rural land is generally
collectively owned. Land is subject to requisitions by the government if it is required by the public
interest. Generally, the land use rights of collectively owned land may not be granted, assigned or
leased to any party for uses other than agricultural uses. In the case of temporary use of
collectively-owned land for construction projects or by geological survey teams, approvals must be
obtained from the relevant land administrative authorities. The term of each such approval generally
does not exceed two years. In addition, any person who uses the collectively-owned land for purposes
other than agricultural uses must enter into a contract with rural economic collective organizations or
village committees, depending on who owns the land, and pay land compensation fees as provided in
the contract.

PRC LAWS RELATING TO LABOR

Under the Labor Law of the PRC (7% A R FLATH 45 #)7%) and the Labor Contract Law of the
PRC (¥ N R ILFIE 458 A [ 7%), labor relationships between the employers and the employees
must be established by labor contracts, and the employers are subject to certain obligations, including:

° prohibitions against requiring the employees to work overtime;

° the obligation to timely pay the wages which are not less than minimum wages to the

employees;

° the obligation to establish and improve their systems for labor safety and sanitation, strictly
abide by the applicable rules and standards on labor safety and sanitation and educate

employees on labor safety and sanitation; and

° the obligation to provide employees with working conditions which meet the requirements
for labor safety and sanitation and provide employees with regular health examination.

Under the Regulation of Insurance for Labor Injury (‘L5 f&Bz 1), which became effective on
January 1, 2004 and as amended in 2010, the Provisional Insurance Measures for Maternity of
Employees (ﬁ%ﬂgﬁIiﬁ%l@%ﬁﬁ%ﬁj&), which became effective on January 1, 1995, the Interim
Regulation on the Collection and Payment of Social Insurance Premiums (ﬁ’%ﬁ Fﬁﬁ’%ﬁ%ﬁgﬁ%%),
which became effective on January 22, 1999 and the Interim Provisions on Registration of Social
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Insurance (%i@%%ﬁ%ﬂ%}i%ﬁ%ﬁ%), which became effective on March 19, 1999, employers are
required to register with the competent social insurance authorities and provide their employees with
welfare schemes covering pension insurance, unemployment insurance, maternity insurance, injury
insurance and medical insurance.

Pursuant to the Social Insurance Law of the PRC (H'#E A 3 F1 B 4t & f- B i), which became
effective on July 1, 2011, all employees are required to participate in basic pension insurance, basic
medical insurance schemes and unemployment insurance, which must be contributed by both the
employers and the employees. All employees are required to participate in work-related injury
insurance and maternity insurance schemes, which must be contributed by the employers. Employers
are required to complete registrations with local social insurance authorities. Moreover, the employers
must timely make all social insurance contributions.

Pursuant to the Regulations on Management of Housing Fund (¥ 5 /A% & & FEH]), which
became effective on April 3, 1999 and as amended in 2002, enterprises are required to register with
the competent administrative centers of housing fund and open bank accounts for housing funds for
their employees. Employers are also required to timely pay all housing fund contributions for their
employees.

PRC LAWS RELATING TO FOREIGN EXCHANGE

Under the Regulations on Foreign Exchange Control of the PRC (H & A [ 3 1[5 41 e 45 34 ¢
%), which became effective on April 1, 1996 and as amended on August 5, 2008, payments made in
foreign currencies for international trades such as the sale or purchase of goods are not subject to
governmental control or restrictions. Certain organizations in the PRC such as foreign-invested
enterprises may purchase, sell and remit foreign currencies at certain banks authorized to engage in
foreign exchange business by providing valid supporting documents to the banks. However, regulatory
approvals are required for certain capital account transactions such as overseas investments by a
domestic company.

The SAFE issued the Notice of the SAFE on Issues Relating to the Administration of Foreign
Exchange on Fund Raisings by PRC Residents Through Offshore Special Purpose Vehicles and
Round-trip Investment (/A58 A J& B2 4 55 AN REIR B 19 A B BilUE JOR T2 58 A0 T A B ) RE 0 28
A1) in October 2005 (“SAFE Circular No. 75”), requiring PRC residents to register with the competent
local branch of the SAFE before establishing or controlling any company outside of the PRC for the
purpose of capital financing with assets or equities in PRC companies, referred to in the notice as an
“offshore special purpose company”. In addition, any PRC resident that is a shareholder of an offshore
special purpose company is required to amend its registration with the local branch of the SAFE with
respect to that offshore special purpose company in connection with any increase or decrease of
capital, transfer of shares, merger, division, long-term equity or debt investment, creation of any
security interest over assets or any other material change in share capital not involving a round-trip
investment.

PRC LAWS RELATING TO MINING RESOURCE CONSOLIDATION
On October 16, 2010, the General Office of the State Council forwarded NDRC’s Certain

Opinions on Accelerating the Merger and Restructuring of Coal Mine Enterprises (i il R # 6 5 5
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M EHA T A) (the “Opinions on Consolidations of Coal Mine Enterprises”) to the
governments of all provinces, autonomous regions and municipalities of the PRC, and all ministries
and commissions of as well as departments administered directly under the State Council. The
Opinions on Consolidations of Coal Mine Enterprises relate to accelerating the merger and
restructuring of coal mine enterprises and clarify certain important implications, guiding principles
and main goals of accelerating the merger and restructuring of coal enterprises.

On January 30, 2011, the General Office of the Guizhou Provincial government issued the “12th
Five-Year Plan (2011-2015) for the Development of Coal Industry of Guizhou Province” (& M & /& %
FE T g EBLE]). Under this plan, the Guizhou government plans to form one coal enterprise
group in Guizhou province that has annual production capacity of 50 million tonnes and two coal
enterprise groups in Guizhou province each having total annual production capacities of 30 million
tonnes. The plan also specified that the total number of the coal enterprise groups to be maintained
below 200.

Pursuant to the Notice of the General Office of the Guizhou Provincial Government on
Forwarding the “Instruction and Opinions on Accelerating the Progress of Merging and Restructuring
Coal Mining Enterprises” issued by the Energy Bureau of Guizhou province (5 JH & A FBUR ¥ &
% 7 BB VIR SR BRI DR e A O £ 3 e OF A AR 48 B LAY 48 ) on April 15, 2011, the Guizhou
government intends to reduce the total number of coal mining enterprises, particularly the number of
small coal mines through mergers and restructuring.

The Notice of the General Office of the Guizhou Provincial Government on Forwarding the “Plan
for the Merger and Restructuring of Coal Mining Enterprises for Guizhou province (Trial
Implementation )” was promulgated on December 17, 2012 (& /N & A B BUR 34 B8 BE 5 6058 & G TR
JR AP B M IR e A TAE R GUTHMAER)  (the <2012 Coal Mining Enterprise
Consolidation Notice”). In addition, the Notice of the “Implementation Rules on Accelerating the
Progress of Merging and Restructuring Coal Mining Enterprises of Guizhou province” (P EJ 8 (&
I B A ZE e O A CAEE R AN ) A9 AN) (the “2013 Coal Mining Enterprise Consolidation
Notice”) was promulgated on March 22, 2013. According to the 2012 Coal Mining Enterprise
Consolidation Notice and the 2013 Coal Mining Enterprise Consolidation Notice, by 2015, the
Guizhou government plans to achieve the following:

° generally eliminate small-scaled coal mines with annual production capacities under
150,000 tonnes;

° phase out coal and gas outburst mines with annual production capacities under 300,000
tonnes;

° generally require the coal and gas outburst mines to maintain annual production capacities
of at least 450,000 tonnes and the high gas mines to maintain annual production capacities
of at least 300,000 tonnes;

° maintain the number of the coal mining groups below 100;

° maintain the number of the mines to around 1,000; and
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° require the coal mining groups located in each of Bijie City and Liupanshui City to

maintain aggregate annual production capacities of at least 2,000,000 tonnes, respectively.

We believe the 2012 Coal Mining Enterprise Consolidation Notice and the 2013 Coal Mining
Enterprise Consolidation Notice will be a positive development for coal mining groups that qualify as
coal mine consolidators, including our Company. By reducing the number of coal mining groups and
of small-scaled coal mines in Guizhou province, we believe the competition for acquiring mining
rights for desirable coal reserves in Guizhou province would be reduced. Moreover, the proposed
phase-out of coal and gas outburst mines could improve safety conditions of coal mines in Guizhou
province, thereby potentially reducing the frequency of coal mining accidents and the associated

production suspensions imposed by the Guizhou government on surrounding coal mines.

Under the Notice of Issuing the Implementation Rules on Coal Mining Enterprises of Guizhou
province Merger and Reorganization Subject Qualification Declaration Work (BN EN 85 < I B 14
T A 2E e OF 2 40 - 88 AR B i CAEA IS B4 A1) ) jointly issued by the Energy Bureau of Guizhou
province, the Guizhou Development and Reform Commission, the Guizhou Economic and Information
Commission, the Department of Land and Resources of Guizhou province, the Administration for
Industry and Commerce of Guizhou province, the Guizhou Administration of Work Safety and the
Guizhou Administration of Coal Mine Safety on January 8, 2013, a coal enterprise group is required
to meet the following criteria in order to qualify as a coal mine consolidator in Guizhou province: (i)
it must be an independent legal person and is registered with the administration of commerce and
industry department in Guizhou province; (ii) it must have obtained the safe production permit; (iii)
it is required to maintain annual design production capacity of at least 2,000,000 tonnes if it is located
in Bijie City or Liupanshui City; and (iv) it must pass certain gas prevention capability assessments
if it owns and/or plans to acquire mines located in coal and gas outburst areas or outburst dangerous

areas.

Under the Notice of Issuing the Implementation Rules on Work for the Merger and
Reorganization of Coal Mining Enterprises of Guizhou province (BN EVEE <5 JH 2 S 00 4> 253 F &
A TEEMANNSAEA)) jointly promulgated by the Energy Bureau of Guizhou Province, the
Guizhou Provincial Public Security Department, the Department of Land and Resources of Guizhou
province, the Environmental Protection Department of Guizhou province, the Guizhou Provincial
Water Resources Department, the Administration for Industry and Commerce of Guizhou province, the
Guizhou Administration of Work Safety and the Guizhou Administration of Coal Mine Safety on
March 22, 2013, a coal mining enterprise group which has been identified as a consolidator must
report to the Guizhou Provincial Coal Mining Enterprise Merger and Reorganization Work Leading
Group Office (5 & MM EFIF EAH CAEEE /NI A ZE) regarding potential merger and
reorganization activities. The consolidator qualifications of an officially designated consolidator are
subject to review and examination on a quarterly basis. If the officially designated consolidator no
longer meets the requisite conditions for being a consolidator, its qualifications may be revoked by

Guizhou Provincial Coal Mining Enterprise Merger and Reorganization Work Leading Group (( /&
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HISTORY AND DEVELOPMENT

HISTORY

Our Company was incorporated in January 2010 under the laws of BVI. We are a wholly-owned
subsidiary of CHNR, a BVI company with common shares listed on the NASDAQ Capital Market
under the symbol “CHNR” and controlled by Mr. Li Feilie, our chairman and chief executive officer.
CHNR has two business segments: base metals exploration and mining and anthracite coal exploration
and mining. CHNR’s anthracite coal exploration and mining segment is operated through our
Company. Please refer to the section headed “Business” for the status of development of each of our

seven anthracite coal mines.

On December 31, 2013 the CHNR Board approved a conditional special interim dividend to the
CHNR Shareholders to be satisfied by way of a distribution in specie of the entire issued share capital
of our Company to all CHNR Shareholders in proportion to their respective shareholdings in CHNR
on the Distribution Record Date. Please refer to the section headed “The Spin-off” for the details of,
and reasons for, the Spin-off.
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OUR CORPORATE STRUCTURE

We are a holding company, and each of our anthracite coal mines is held through one of our
wholly- or majority-owned subsidiaries. Set forth below is our corporate structure immediately prior

to the completion of the Spin-off:
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The remaining 1% equity interest is held by Mr. Zheng Shengjian, an Independent Third Party.
The remaining 1% equity interest is held by Mr. Huang Bin, an Independent Third Party.

The remaining 1% equity interest is held by Mr. Cai Songqing, an Independent Third Party.
The remaining 1% equity interest is held by Mr. Li Shenggen, an Independent Third Party.

The remaining 30% equity interest is held by Yangpu Wanshun Energy Co. Ltd., which is an Independent Third Party
incorporated in the PRC and engaged in the business of trading of general machinery and non-ferrous metal, sales of raw

ferrous metal and ferrous metal products, and development of energy technologies.

The remaining 30% equity interest is held by Yangpu Wanshun Energy Co. Ltd., which is an Independent Third Party
incorporated in the PRC and engaged in the business of trading of general machinery and non-ferrous metal, sales of raw

ferrous metal and ferrous metal products, and development of energy technologies.

CHNR'’s metal mining operations comprise the acquisition and exploitation of mining rights, including the exploration,
mineral extraction, processing and sales of iron, zinc and other nonferrous metals extracted or produced at mines

primarily located in Anhui province, the PRC.
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@M The remaining 1% equity interest is held by Mr. Zheng Shengjian, an Independent Third Party.

@ The remaining 1% equity interest is held by Mr. Huang Bin, an Independent Third Party.

@ The remaining 1% equity interest is held by Mr. Cai Songqing, an Independent Third Party.

“ The remaining 1% equity interest is held by Mr. Li Shenggen, an Independent Third Party.

* The remaining 30% equity interest is held by Yangpu Wanshun Energy Co. Ltd., an Independent Third Party.
©® The remaining 30% equity interest is held by Yangpu Wanshun Energy Co. Ltd., an Independent Third Party.

™ CHNR’s metal mining operations comprise the acquisition and exploitation of mining rights, including the exploration,
mineral extraction, processing and sales of iron, zinc and other nonferrous metals extracted or produced at mines

primarily located in Anhui province, the PRC.
CORPORATE TRANSACTIONS

Our corporate structure resulted from the Corporation Transactions pursuant to which the
corporate entities that have historically conducted our business were acquired by Feishang and
subsequently transferred to us. The Corporate Transactions were completed in July 2011 and involved
three key steps:

° the acquisition of Guizhou Puxin;

° the acquisition of Guizhou Yongfu; and

° the acquisition of Guizhou Dayun.

As advised by our PRC legal advisors, Commerce & Finance Law Offices, we have obtained all
the material approvals from the relevant authorities for our PRC subsidiaries directly involved in the
Corporation Transactions, and each of the transfers directly involving our PRC subsidiaries was
properly and legally completed in all material respects.

Acquisition of Guizhou Puxin

Guizhou Puxin was established in January 2009 under the laws of the PRC. In March 2010,
Guizhou Fuyuantong acquired 100% of the equity interests in Guizhou Puxin from Yangpu Jindin
Industrial Co. Ltd. and Mr. Zhang Xiaofeng, each of which was an Independent Third Party, for a
consideration of RMB150.0 million which represented the registered capital of Guizhou Puxin. The
consideration was fully paid by July 2011. At the time of the acquisition, Guizhou Puxin had the
following five majority-owned subsidiaries:

° Baiping Mining, a 70%-owned subsidiary which holds Baiping Coal Mine;

° Xinsong Coal, a 99%-owned subsidiary which holds Liujiaba Coal Mine;

° Linjiaao Coal, a 99%-owned subsidiary which holds Zhulinzhai Coal Mine;
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° Gouchang Coal, a 99%-owned subsidiary which holds Gouchang Coal Mine; and
° Dayuan Coal, a 99%-owned subsidiary which holds Dayuan Coal Mine.

The consideration of RMB150.0 million was significantly lower than the fair value of Guizhou
Puxin’s net assets at the time of the acquisition, which was RMB774.1 million. We believe Guizhou
Fuyuantong was able to acquire Guizhou Puxin at a relatively low price because Guizhou Puxin was
incurring losses and its coal mines were in the early stages of development at the time of the
acquisition, and Yangpu Jindin Industrial Co. Ltd. and Mr. Zhang were experiencing financial
difficulties and were unable or unwilling to fund the capital expenditures that would have been
required to develop Guizhou Puxin’s coal mines.

Guizhou Puxin, together with its five subsidiaries, became our indirect subsidiaries in April 2010
when Smartact acquired 100% of the equity interests in Guizhou Fuyuantong from Feishang for a
consideration of RMB10.0 million. The consideration was determined based on the then net asset
value of Guizhou Fuyuantong and was fully paid in July 2010.

Acquisition of Guizhou Yongfu

Guizhou Yongfu, which holds Yongsheng Coal Mine, was established in June 2005 under the
laws of the PRC. In July 2008, Yangpu Shuanghu, a company then controlled by Feishang, acquired
70% of the equity interests in Guizhou Yongfu from Mr. Li Qing, an Independent Third Party, for a
consideration of RMB11.8 million which represented 70% of the then registered capital of Guizhou
Yongfu. The consideration was fully paid in July 2009. In August 2008, Newhold Investments Limited
(“Newhold”), a company then wholly-owned by Feishang, acquired all of the equity interests in the
holding company of Yangpu Shuanghu for a nominal value of HK$1.0 as part of internal group
restructuring. In January 2009, CHNR acquired all the issued shares of Newhold from Feishang for
a total consideration of RMB287.7 million which was determined based on the volume of coal
resources. The consideration was fully paid by November 2009.

Guizhou Yongfu became our indirect subsidiary in September 2010 when Guizhou Puxin
acquired 70% of the equity interests in Guizhou Yongfu from Yangpu Shuanghu for a consideration
of RMB70.0 million, which represented 70% of the then registered capital of Guizhou Yongfu. The
consideration was fully paid in October 2010. Yangpu Wanshun Energy Co. Ltd. owns the remaining
30% equity interests in Guizhou Yongfu.

Acquisition of Guizhou Dayun

Guizhou Dayun, which holds Dayun Coal Mine, was established in April 2004 under the laws of
the PRC. In June 2008, Yangpu Dashi, a company then controlled by Feishang, acquired 100% of the
equity interests in Guizhou Dayun from Yu Xiang, Wang Fang, Wang Yongzhi and Liu Min, each of
whom was an Independent Third Party, for a total consideration of RMB4.0 million which represented
the then registered capital of Guizhou Dayun. The consideration was fully paid in December 2009. In
July 2008, Pineboom Investments Limited (“Pineboom”™), a company then wholly-owned by Feishang,
acquired all of the equity interests in the holding company of Yangpu Dashi for a nominal value of
HKS$1.0 as part of internal group restructuring. In July 2009, CHNR acquired all the issued shares of
Pineboom from Feishang for a total consideration of RMB154.4 million which was determined based
on the volume of coal resources. The consideration was fully paid by January 2010.

— 9] —
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Yangpu Dashi and Guizhou Dayun became our indirect wholly-owned subsidiaries in July 2011
when Guizhou Puxin acquired 100% of the equity interests in Yangpu Dashi for a consideration of
RMB1.0 million, which was determined by the tax authorities in Guizhou province and was fully paid
in September 2011.

OUR OTHER SUBSIDIARIES

As at the Latest Practicable Date, we had three other subsidiaries organized in the PRC. These

subsidiaries are:

° Bijie Feishang, our wholly-owned subsidiary which was incorporated by Guizhou Puxin in
October 2010 under the laws of the PRC. Bijie Feishang was set up with the intention that
it will hold and operate new coal mines that may be acquired by our Company subsequent
to the completion of the Spin-off.

° Jinsha Juli, our wholly-owned subsidiary which was incorporated by Guizhou Puxin and
Bijie Feishang in November 2012 under the laws of the PRC. Jinsha Juli was involved in
the preparatory work for the construction of our coal beneficiation plant in Jinsha county.

° Shenzhen Chixin, our wholly-owned subsidiary which was incorporated by Guizhou Puxin
in July 2012 under the laws of the PRC. Shenzhen Chixin provides management and
consulting services to other companies within our Company.

INCREASE IN SHARE CAPITAL PRIOR TO DISTRIBUTION

In preparation for the Distribution, the Directors passed resolutions in writing on December 6,
2013 to approve the following matters:

° change of the authorized share capital of our Company from US$50,000 divided into 50,000
ordinary shares of US$1.00 each to HK$10,000,000 divided into 1,000,000,000 Shares of
HK$0.01 each;

° repurchase and cancellation of all issued shares of US$1.00 each from CHNR for US$1.00;
and

° issue of a total of 124,554,580 Shares of HK$0.01 each to CHNR for HK$98,380,000.

These transactions were completed on December 12, 2013.

— 92 —



THE SPIN-OFF

On December 31, 2013 the CHNR Board approved a conditional special interim dividend to the
CHNR Shareholders to be satisfied by way of a distribution in specie of the entire issued share capital
of our Company to all CHNR Shareholders in proportion to their respective shareholdings in CHNR
on the Distribution Record Date. Pursuant to the Distribution, each CHNR Shareholder will be entitled
to five Shares for every CHNR Share held on the Distribution Record Date. After the completion of
the Distribution, CHNR will no longer hold any Shares in our Company.

The Spin-off does not involve any offering of new Shares or a public offering of any other
securities and no funds will be raised pursuant to the Spin-off. The Distribution is conditional on the
Listing Committee granting listing of, and permission to deal in, our Shares in issue on the Main Board
of the Stock Exchange. If such condition is not satisfied, the Distribution will not be made and the
Spin-off will not take place. Share certificates will only become valid if the Distribution becomes
unconditional.

Trades on the Stock Exchange are required to be settled between exchange participants (as
defined in the Listing Rules) through CCASS on the second Business Day after any trading day.
CCASS is the central depository of share certificates and provides a computerized book-entry
settlement of share transactions between its participants. All activities under CCASS are subject to the
General Rules of CCASS and CCASS Operational Procedures in effect from time to time. In order to
facilitate the trading of our Shares upon the Listing, we and CHNR have put in place arrangements
where any holders of record of CHNR Shares (“Record CHNR Shareholders”) on the Distribution
Record Date will be provided with the following three options to receive Shares:

Option 1 — Request the Share certificate to be issued in the name of the relevant stockbroker
in Hong Kong, and have the Shares deposited into CCASS for credit to the designated CCASS
Participant’s stock account of such stockbroker in Hong Kong

Prior to January 13, 2014, a Record CHNR Shareholder may contact his/her/its stockbroker
outside Hong Kong and request for confirmation that it has custodial and nominee arrangements
with, and is able to trade on the Stock Exchange through, a stockbroker in Hong Kong. If the
Record CHNR Shareholders’ stockbroker outside Hong Kong is able to do so, the Record CHNR
Shareholder may, either himself/herself/itself or through such stockbroker, request that the Share
certificate be issued in the name of the relevant stockbroker in Hong Kong and have the Shares
be deposited into CCASS for credit to the designated CCASS Participant’s stock account of that
stockbroker in Hong Kong. Record CHNR Shareholders should consult his/her/its stockbroker
regarding the timing, cost and procedures of having the Shares deposited into CCASS.

Option 2 — Request the Share certificate to be issued in the name of a stockbroker in Hong
Kong and have the Shares deposited into CCASS for credit to the designated CCASS
Participant’s stock account of such stockbroker

If the Record CHNR Shareholder has a brokerage account with a stockbroker in Hong Kong
and wishes to hold his/her/its Shares through such account following the Listing, he/she/it may,
prior to January 13, 2014 and either himself/herself/itself or through such stockbroker, request
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that the Share certificate be issued in the name of the relevant stockbroker in Hong Kong and
have the Shares deposited into CCASS for credit to the designated CCASS Participant’s stock
account of such stockbroker. Record CHNR Shareholders should consult his/her/its stockbroker
regarding the timing, cost and procedures of having the Shares deposited into CCASS.

Option 3 — Request the Share certificate to be sent to the Record CHNR Shareholder directly

(default option if no action is taken or no option is selected)

If the Record CHNR Shareholder wishes to receive the Share certificate in his/her/its own
name and have the Share certificate sent to his/her/its address that appears on the register of
members of CHNR on the Distribution Record Date, he/she/it may, prior to January 13, 2014 and
either himself/herself/itself or through his/her/its stockbroker, request that the Share certificate
be issued in his/her/its own name and be posted to his/her/its address on January 21, 2014, the
Business Day before the Listing Date. Share certificates will be posted on the same day to the
address that appears on the register of members of CHNR on the Distribution Record Date
for Record CHNR Shareholders who (i) do not take any action or (ii) make no option
selection by January 13, 2014. However, as the Share certificate will only be posted on the
Business Day before the Listing Date, it may not arrive by the Listing Date due to delivery time
and the Shares may not be deposited into CCASS in time for settlement of trades conducted on

the Stock Exchange on the Listing Date.

If a CHNR Shareholder wishes to trade the Shares on the Stock Exchange on or shortly after the
Listing Date, we strongly recommend the CHNR Shareholder to select option 1 or 2 above. Under
option 3, the CHNR Shareholder will receive Share certificates which will be posted only on the
Business Day before the Listing Date. This may result in a lengthy period of time after the Listing
before the CHNR Shareholder can trade such Shares on the Stock Exchange.

Note for Beneficial CHNR Shareholders

CHNR Shareholders who are holding CHNR Shares through a bank, broker, dealer, financial
institution or other custodian or nominee (“Beneficial CHNR Shareholders”) are not registered holders
of CHNR Shares and therefore do not appear on the register of members of CHNR. As Shares will
be distributed under the Distribution only to those Record CHNR Shareholders on the
Distribution Record Date, there is no assurance that Beneficial CHNR Shareholders will be able
to receive Shares on or prior to the Listing Date, because the timing and manner of delivery of
the Shares will depend on specific arrangements with their respective intermediaries. Beneficial
CHNR Shareholders should therefore contact their respective intermediaries (i) to coordinate the
delivery of Shares under the Distribution or (ii) if they wish to become Record CHNR
Shareholders to facilitate the receipt of Shares in the Distribution under their own names or for
credit to their designated CCASS Participant’s stock account.
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The reasons for the Spin-off include the following:

as CHNR’s base metals exploration and mining business is fundamentally different from
our Company’s business, we believe the Spin-off could result in more efficient and focused

management for each of our Company and CHNR;

° following the Spin-off, each of our Company and CHNR may adopt more effective
incentive compensation arrangements, including share-based compensation, that are more

directly tied to its performance;

° after the Spin-off, each of our Company and CHNR may adopt its own capital structure; and

° we believe that after the Spin-off, the trading price of the shares of each of our Company
and CHNR may more accurately reflect its value, and any future capital raised by our

Company or CHNR may more accurately reflect such company’s cost of capital.

Neither the Distribution nor the Spin-off is subject to the approval of CHNR Shareholders or
NASDAQ.

The Shares to be distributed under the Distribution is being registered under the U.S. Exchange
Act pursuant to a registration statement on Form 20-F. After the completion of the Spin-off, we will
become subject to periodic reporting and other informational requirements of the U.S. Exchange Act

applicable to “foreign private issuers” as defined therein.
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Unless otherwise indicated, our coal resource and reserve estimates are based upon estimates
made in accordance with the PRC law and were reviewed, reclassified and substantiated by Behre
Dolbear in July 2013 in accordance with the JORC Code. Unless otherwise specified, all technical
data in this section are based on the Competent Person’s Report included in Appendix III —
“Competent Person’s Report”. The resource and reserve data of the Company included in this
listing document are determined by measuring the raw coal extracted from our coal mines, and in
accordance with the Competent Person’s Report, all of the coal reserves are included within the
coal resource statements. The characteristics of our coal products are assessed by measuring our
raw coal after beneficiation (or coal washing) as may be required under the Chinese Coal

Classification Standard. See “— QOur Coal Characteristics and Coal Products — Coal
Classification”.

OVERVIEW

We are a producer of anthracite coal based in Guizhou province of the PRC. We are primarily
engaged in the acquisition, construction and development of anthracite coal mines and the extraction
and sale of anthracite coal. Our mining assets consist of seven underground anthracite coal mines in
Guizhou province, of which five have commenced commercial production, one is undergoing its pilot
run phase and one is under construction. All of our anthracite coal mines are located in Guizhou
province, which, according to the SAWS and Fenwei, had the largest anthracite coal resources among
the provinces in Southwest China as of December 31, 2012. The following table sets forth certain
information regarding our seven anthracite coal mines as of the date of this listing document other
than information regarding the total proved and probable reserves and the estimated mine lives of our
anthracite coal mines, which were as of July 31, 2013.

Total
Measured,
Total Proved Indicated and Permitted
Date of and Probable Inferred Annual Estimated
Initial/Expected Reserves Resources Production Mine
Stage of Commercial (in million (in million Capacity Life®
Anthracite Coal Mine Production Production tonnes) tonnes) (in tonnes)™  (in years)
Baiping Coal Mine. . Commercial June 2009 22.48 40.37 150,000 37
production
Liujiaba Coal Mine . Commercial December 2012 13.60 40.34 300,000 23
production
Zhulinzhai Coal Commercial April 2012 9.56 13.05 300,000 21
Mine. . . ... .... production
Gouchang Coal Commercial April 2011 5.72 13.79 90,000 52
Mine. . . . ... ... production
(suspended)®
Yongsheng Coal Pilot run March 2014 51.96 128.96 600,000 29
Mine. . .. ......
Dayuan Coal Mine . . Commercial November 8.26 19.68 300,000 18
production 2013
Dayun Coal Mine. . . Construction July 2015 97.29 150.99 600,000 54
Total 208.87 407.18 2,340,000

(I)  Represents the annual production capacity as permitted under the relevant mining rights permits.
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(2)  Mine life estimates are calculated by dividing proved and probable reserves by the optimized annual production capacity,
which takes into account the planned future increases in production capacity still in the design phase.

(3)  Operations have been suspended at Gouchang Coal Mine since March 2013 pending the acquisition by us of a nearby
coal mine and Gouchang Coal Mine achieving certain production targets in accordance with Guizhou province’s coal

mine consolidation policy.

As of July 31, 2013, we had total proved and probable coal reserves of approximately 208.87
million tonnes, total measured, indicated and inferred coal resources of 407.18 million tonnes and
total permitted annual production capacity of 2.34 million tonnes. In 2010, 2011, 2012 and the six
months ended June 30, 2012 and 2013, we had revenues of RMB38.7 million, RMB105.2 million,
RMB141.9 million, RMB55.2 million and RMB54.7 million, respectively, and sold 166,362 tonnes,
314,058 tonnes, 437,010 tonnes, 148,539 tonnes and 187,432 tonnes of anthracite coal, respectively.

The Chinese Coal Classification Standard categorizes anthracite coal into three classes based on
volatile matter content and helium content. Substantially all of our coal is classified as WY2-class or
WY3-class anthracite coal under the Chinese Coal Classification Standard, with the majority being
classified as WY3-class anthracite coal.

OUR STRENGTHS
We believe our principal strengths include the following:
Anthracite is a relatively scarce and valuable resource

Anthracite coal is a relatively scarce resource and accounted for approximately only 12% of the
PRC’s total coal resources in 2012, according to the SAWS and Fenwei. Due to its low volatile matter
content and other characteristics, anthracite coal generally emits less harmful pollutants than other
types of coal upon combustion, and it has a wide range of industrial applications. Anthracite coal may
be used as chemical coal for synthetic ammonia and methanol production, as well as PCI coal for
sintering, smelting and injection purposes in the pulverized coal injection process in iron production.
Anthracite coal may also be used as thermal coal for electric power generation as a cleaner energy
source than other types of coal.

Our high quality coal reserves

As July 31, 2013, we had total proved and probable coal reserves of approximately 208.87
million tonnes, substantially all of which, following beneficiation (or coal washing) as required under
the Chinese Coal Classification Standard, is expected to qualify as anthracite coal under such
standard. Subject to any required coal-washing and processing to achieve the desired technical
specifications, we expect all of our anthracite coal will be suitable for use as chemical coal, while our
anthracite coal from Baiping Coal Mine, Dayun Coal Mine and Yongsheng Coal Mine is expected to
be suitable for use as PCI coal. Generally, chemical coal and PCI coal are able to command
significantly higher selling prices than thermal coal. According to China Coal Resource, the average
selling price in Guizhou province in 2012 of chemical coal, PCI coal and thermal coal was RMB486.0
to RMB1,007.0 per tonne (depending on the type and characteristic of coal), RMB952.0 per tonne and
RMB323.0 per tonne, respectively. We believe the suitability of our anthracite coal reserves for use
in higher-value industrial applications positions us well for future growth.
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We are located in Guizhou province, which has one of the largest anthracite coal resources in
the PRC

We believe our location in Guizhou province positions us favorably for future growth. Guizhou
province has one of the largest anthracite coal resources in the PRC. According to the SAWS and
Fenwei, Guizhou province was estimated to have approximately 40 billion tonnes of anthracite coal
resources in 2012, ranking first among provinces in Southwest China and second among all provinces
in the PRC. Guizhou province’s neighboring provinces and municipalities, including Guangdong,
Sichuan, Guangxi, Jiangxi and Chongqing, are large net consumers of anthracite coal. According to
the Fenwei, in 2010, 2011 and 2012, Guangdong, Sichuan, Guangxi, Jiangxi and Chongqing together
purchased 25.3 million tonnes, 30.5 million tonnes and 29.9 million tonnes, respectively, of anthracite
coal from other provinces and overseas markets. Furthermore, Guizhou province’s transportation
network has been expanding, and we expect that the cost and time of transporting anthracite coal to
customers both within Guizhou province and outside Guizhou province will reduce in the future.
Under the “678 Highway Network Plan” announced by the Guizhou Department of Transportation in
2009, Guizhou province plans to construct a highway in each county in Guizhou province and increase
its highway network by 4,500 kilometers by 2015. In addition, the Guizhou government has announced
plans to construct two waterway transportation systems to connect Yangtze River in northern Guizhou
province to the Pearl River in southern Guizhou province by 2015.

We are well-positioned to capitalize on industry consolidation opportunities in Guizhou Province

In recent years, the Guizhou government has introduced a number of measures to encourage the
consolidation of the coal mining industry. In particular, under the “Twelfth Five-year Plan on the
Development of the Coal Industry” and relevant notices issued by the local government authorities,
the Guizhou government introduced a number of incentives to encourage coal-mining enterprises that
meet certain criteria to acquire smaller coal mines in Guizhou province, including tax incentives,
reduced mining right premiums and certain subsidies for mine upgrades. Moreover, the Guizhou
government announced in 2013 plans to, eliminate small-scaled coal mines in Guizhou province with
an annual production capacity below 150,000 tonnes, reduce the total number of coal mining groups
in Guizhou province to below 100, and reduce the total number of coal mines in Guizhou province to
approximately 1,000 by 2015. See “Regulation — PRC Laws relating to Mining Resource
Consolidation”. Furthermore, in the past we have successfully completed the acquisitions of coal
mining companies that constitute part of our Company. See “History and Development — Corporate
Transactions”. As we are expected to become one of the non-state owned coal-mining companies in
Guizhou province that meet the requirements to act as a consolidator in connection with the Guizhou
province’s coal industry consolidation process, we believe we are well-positioned to grow our
business as a result of the Guizhou government’s coal industry consolidation policy. See “Relationship
with our Controlling Shareholders — Feishang Energy and Guizhou Puxin and their statuses as coal
mine consolidators in Guizhou province”.

Experienced management team

Our management team has extensive experience in coal mine acquisition, management,
construction, development, operation and safety. In particular, Mr. Li Feilie, our chairman and chief
executive officer, led the successful acquisition of each of our seven anthracite coal mines and has
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extensive experience in the acquisition and corporate management of coal mines. Mr. Han Weibing,
our executive Director and chief operating officer, has extensive knowledge and experience in coal
mining management and operations. Mr. Wan Huojin, our chief technical officer and chief engineer,
has over 40 years of experience in coal mine development and operations, and had acted as the head
of Fengcheng Mining Bureau of Jiangxi Province between 2001 and 2007 before joining us. Mr. Wan
also obtained several awards for improvements to certain coal mining techniques he implemented and
a number of awards in recognition of his contribution to the coal mining industry. Furthermore, Mr.
Wan and several other executive officers have extensive experience in managing mines with high gas
contents and other difficult geologic conditions in Jiangxi province. Moreover, each of Mr. Cai
Zhenghui, Mr. Teng Biao, Mr. Liao Diansheng, Mr. Hu Lubao, Mr. Wu Ziping, Mr. Cheng Wenkun and
Mr. Lan Xiaosheng has over 20 years or more years of relevant experience in the coal-mining industry.

See “Our Directors and Senior Management”.

BUSINESS STRATEGIES

We aim to grow our business by focusing on the following strategies:

Achieve profitability through sales of higher margin chemical and PCI coal and increasing our
production output

We intend to significantly increase our sales of chemical coal, as well as begin selling PCI coal.
In the past, our ability to sell chemical or PCI coal has been constrained by our production capacity.
In particular, our annual coal production levels were determined based in large part on the Guizhou
government’s annual guidance relating to the provision of certain minimum amounts of thermal coal
to power plants operating in Guizhou province, which took up a significant portion of our production
capacity and limited our ability to sell other types of anthracite coal. See “Regulation — PRC Laws
relating to the Coal Industry — Supply of thermal coal to power plants”. To increase our production
capacity, we are aiming to commence commercial production at Yongsheng Coal Mine and Dayun Coal
Mine in March 2014 and July 2015, respectively. Moreover, each of Yongsheng Coal Mine and Dayun
Coal Mine is expected to have a permitted annual production capacity of 600,000 tonnes upon
commercial production, is located in close proximity to Baiping Coal Mine in Jinsha county. We
believe the close proximity of these three mines, which are expected to have an aggregate permitted
annual production capacity of 1,350,000 tonnes upon commercial production, could create significant
economies of scale through the sharing of transportation, coal processing, logistics and other services.

Strengthen our sales and marketing networks

We intend to strengthen our sales and marketing network to build our reputation in the Guizhou
province’s anthracite coal market and develop a stable and loyal customer base. In particular, we plan
to deepen our existing relationships with our chemical coal customers and begin developing PCI coal
customers. To date, we have entered into four cooperation arrangements with large chemical
companies located near our anthracite coal mines, and we intend to establish additional cooperation
relationships by increasing the size of our sales and marketing teams to target potential chemical coal
and PCI coal customers.
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Create a more vertically integrated business

We are in the process of constructing a coal beneficiation plant in Jinsha county to process our
anthracite coal into PCI coal as well as to produce chemical coal with certain technical specifications.
The coal beneficiation plant is expected to be built on a site adjacent to Yongsheng Coal Mine. We
plan to construct the coal beneficiation plant in two phases with a planned aggregate annual
coal-washing capacity of 1.2 million tonnes. The first phase of the coal beneficiation plant is expected
to achieve an annual coal-washing capacity of 600,000 tonnes, and the second phase is expected to
increase the annual coal-washing capacity to 1.2 million tonnes. The construction of the first phase
commenced in September 2013 and is expected to be completed by April 2014. The construction of
the second phase is expected to commence in January 2015 and complete by June 2015. See “— Our
Anthracite Coal Mines — Our Expansion Plans — The Beneficiation Plant”.

We are also contemplating constructing a port along the Wujiang River near Yongsheng Coal
Mine to facilitate the transportation of the anthracite coal we produce at our mines in Jinsha county.
Upon completion, the port is expected to allow us to transport the coal produced by Yongsheng Coal
Mine by waterway, and provide us access to markets such as Guangdong, Guangxi, Sichuan,
Chongqing and Jiangxi. See “— Our Anthracite Coal Mines — Our Expansion Plans — The Shipping
Port”.

We believe that with a more vertically integrated business model and increased capacity for coal
processing and transportation, we will be able to reduce our costs, better serve our existing customers
and broaden our customer base.

Enhance our operational efficiency and cost control

We aim to improve our operational efficiency to control costs and increase profitability. We
intend to upgrade our mining equipment and technology to increase our recovery rate, adopt more
efficient mining methods to reduce production costs, as well as increase our production capacity to
achieve greater economies of scale. In particular, we plan to increase the size of our coal mine tunnels
to increase extraction efficiency, as well as gradually upgrade our mines to utilize mechanical
longwall mining methods to reduce labor costs. We are also seeking to adopt enhanced project
management and budgeting systems to improve the efficiency of our coal mine construction and coal
production processes.

Enhance the environmental and occupational health and safety standards of our operations

We believe that it is our corporate social responsibility to improve our environmental and
occupational health and safety standards. Moreover, improving our environmental and occupational
health and safety standards could also reduce the probability of fines, administrative penalties and
other disruptions to our operations. With respect to environmental protection, we plan to improve our
wastewater disposal system, provide training to our employees to promote environmental awareness,
and set aside an annual budget for expenses relating to our environmental protection efforts.
Regarding occupational health and safety, we are currently in the process of implementing a six-part
safety system at each of our operating coal mines which consists of the following components: an
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electronic safety monitoring system; a wireless tracking system that tracks the location of our
underground workers; emergency exits; emergency water supplies; emergency underground
communication equipment; and compressed air stations that provide emergency underground oxygen

supplies.

Increase our anthracite coal production capacity in the long-term through mine optimization

plans and acquisitions of high quality anthracite coal mines

With the exception of Gouchang Coal Mine, we are currently contemplating mine optimization
plans to upgrade and expand the production capacity of all of our anthracite coal mines by expanding
our mines or upgrading our mining infrastructure, methods and equipment. We expect our optimization
plans will begin in 2015 and, after their expected completion in December 2018, we expect to be able
to achieve an aggregate annual production capacity of 5.81 million tonnes. We also intend to
selectively pursue acquisitions of high quality anthracite coal reserves and coal mines in Guizhou
province. As we are expected to meet the requirements for a consolidator to take part in Guizhou
province’s coal industry consolidation process, we intend to leverage our senior management’s
experience and business networks in Guizhou province to seek attractive acquisition targets in the
Bijie and Liupanshui regions of Guizhou province that may be acquired at competitive prices. See
“Relationship with our Controlling Shareholders — Feishang Energy and Guizhou Puxin and their
statuses as coal mine consolidators in Guizhou province”. We evaluate potential acquisition targets
based on factors such as the geographic location of the mine, the quality and quantity of anthracite
coal reserves, the stage of development of the mine, mining conditions, and potential synergies with

our existing business operations.

OUR COAL CHARACTERISTICS AND COAL PRODUCTS

Coal Classification

Under the Chinese Coal Classification Standard, anthracite coal is defined as coal that has a
volatile matter content of 10.0% or less. In the process of determining whether the coal belongs to
anthracite coal and its relevant classification, beneficiation (or coal washing) of raw coal (the result
of which is referred to as “float coal”) is required in order to reduce the dry ash contents to an
acceptable level as necessary under the Chinese Coal Classification Standard. Following beneficiation
of the raw coal at each of our mines under the Chinese Coal Classification Standard, all of the float
coal at each of our mines may be classified as anthracite coal. The reserve data of the Company
included in this listing document are determined by measuring the raw coal extracted from our coal

mines.

The Chinese Coal Classification Standard categorizes anthracite coal into three classes based on
volatile matter content and helium content. Substantially all of our coal is classified as WY2-class or
WY3-class anthracite coal under the Chinese Coal Classification Standard, with the majority being

classified as WY3-class anthracite coal.
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Coal Characteristics
The commercial value of coal is determined in part by its characteristics, including:

° Heat Value. Heat value refers to the energy released by coal during combustion. In general,
the carbon content of coal supplies most of its heat value. Heat value is a key characteristic
in the determination of coal quality.

° Moisture Content. Moisture content of coal varies by the type of coal, the region where it
is mined and the location of the coal within a seam. In general, coal with lower moisture
content is more valuable, as moisture content decreases the heat value and increases the
weight of the coal, thereby making it more expensive to transport.

° Sulfur Content. The PRC has regulations that limit the amount of sulfur dioxide that may
be emitted as a result of combustion, and the chemical composition and concentration of
sulfur in coal affects the amount of sulfur dioxide produced in combustion. Coal-fueled
power plants may reduce sulfur dioxide emissions by burning coal with low sulfur content.
As a result, coal with lower sulfur content is generally more valuable than coal with high
sulfur content. Coal-washing and processing may reduce the sulfur content of coal.

° Ash Content. Ash is the inorganic residue remaining after the combustion of coal. Ash
content is an important characteristic of coal because it impacts boiler performance of
electric generating plants and determines the suitability of the coal for end users.

° Volatile Matter Content. Volatile matter refers to the matters that are released from coal at
high temperatures, other than moisture. Under the Chinese Coal Classification Standard,
coal is classified into lignite coal, bituminous coal and anthracite coal based on volatile
matter content.

The following table sets forth the weighted average coal quality of our proved and probable coal
reserves at each of our mines other than information regarding volatile matter content, which was
based on simple average coal quality:

Baiping Liujiaba Zhulinzhai Gouchang Dayun Yongsheng Dayuan

Characteristic Coal Mine Coal Mine Coal Mine Coal Mine Coal Mine Coal Mine Coal Mine
Heat value (MJ/kg) .. ... 28.33 23.95 28.14 27.80 28.03 28.62 25.79
Moisture content (%) . . . . 2.47 1.38 1.87 3.86 2.40 2.28 1.15
Sulfur content (%) ...... 2.35 2.30 1.81 1.10 2.12 1.27 1.16
Ash content (%)........ 19.04 25.03 21.84 20.46 18.27 17.95 24.60
Volatile matter content

()P . 7.28 8.81 8.84 6.06 7.33 8.16 7.46

@ Measured based on our float coal, or the raw coal after beneficiation (or coal washing) as may be required under the

Chinese Coal Classification Standard, at each mine.
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Coal Products

In the PRC, end users generally characterize anthracite coal as thermal coal, chemical coal or
PCI coal. Thermal coal is generally used in the electric power industry for power generation and in
the construction industry for cement production. Chemical coal is generally used for the production
of synthetic ammonia and methanol, and PCI coal is generally used for sintering, smelting and
injection purposes in the pulverized coal injection process in iron production. While certain types of
anthracite coal may be sold directly as chemical coal without coal-washing, other types of anthracite
coal need to be washed and processed before they may be sold as chemical coal in order to achieve
appropriate technical specifications, including heat value, moisture content, ash content and sulfur
content. In contrast, in order to be sold as PCI coal, anthracite coal must first be washed and
processed. In the PRC, chemical coal and PCI coal are able to generally command higher selling prices
and higher profit margins than thermal coal. According to China Coal Resource, the average selling
price of thermal coal in Guizhou province in 2012 was RMB323.0 per tonne, compared to RMB486.0
to RMB1,007.0 per tonne for chemical coal (depending on the type and characteristic of coal) and
RMB952.0 per tonne for PCI coal.

Subject to having been washed and processed to the extent necessary, we generally expect that
the anthracite coal produced from our mines will be suitable to be sold as thermal coal and chemical
coal, while the anthracite coal produced from our Baiping Coal Mine, Dayun Coal Mine and
Yongsheng Coal Mine is generally expected to be suitable to be sold as PCI coal. However, each of
our coal mines contains a number of faults, and coal extracted from fault areas may be unsuitable for
use as chemical or PCI coal. See “Risk Factors — Unanticipated faults of our coal mines could

materially and adversely affect our production output, coal quality and mining operations”.

Prior to 2011, we sold substantially all of the coal produced from our mines as thermal coal. In
2011, 2012 and the six months ended June 30, 2013, we derived approximately 5%, 5% and 1.2% of
our revenue from the sale of chemical coal we produced, respectively, while our remaining revenue
in each of these years was derived from the sale of thermal coal we produced and coal sourced from
third parties. Subject to market conditions and the Guizhou government’s annual guidance on supply
of thermal coal to power plants, we intend to significantly increase our sales of chemical coal in the
future and begin selling PCI coal in 2014. Although we plan to outsource coal processing to third party
coal beneficiation plants as appropriate, we have entered into a memorandum of understanding with
the People’s Government of Jinsha county in Guizhou province to construct a coal beneficiation plant
to process our coal into PCI coal and to produce chemical coal with certain technical specifications.

113

See “— Our Anthracite Coal Mines — Our Expansion Plans — The Beneficiation Plant”.

As of the Latest Practicable Date, we have entered into four non-binding cooperation
arrangements relating to the sale of chemical coal. Some of the key terms of these cooperation

arrangements are as follows:

° The counterparties under the cooperation arrangements recognize that the relevant mines of

Guizhou Puxin produce quality chemical coal;
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° Guizhou Puxin and the counterparties under the cooperation arrangements agree to maintain
preferred customer and supplier relationships and so long as the terms and conditions
offered by each of them match those offered by other third parties, they would enter into
agreements in respect of coal supply;

° Guizhou Puxin and the counterparties under the cooperation arrangements also agree that
in the case where there is a shortage of supply of coal, Guizhou Puxin would sell coal to
such counterparties on a preferred basis from one or more of Guizhou Puxin’s coal mines
and that when the coal market experiences slow phases or when there is an oversupply of
coal in the market, such counterparties would purchase coal from Guizhou Puxin on a
preferred basis;

° Guizhou Puxin also agreed that in normal circumstances, it would supply, on a preferred
basis, such amount of coal that the counterparties under the cooperation arrangements
request on a monthly basis to ensure that the coal supply agreements are fully performed
and that the counterparties agreed to make payment for such coal on time.

Nonetheless, we have not yet entered into any binding agreement for the sale of chemical coal
or PCI coal. Our annual coal production levels were determined based in large part on the Guizhou
government’s annual guidance relating to the provision of certain minimum amounts of thermal coal
to power plants in Guizhou province, which has taken up a significant portion of our production
capacity. In 2010, 2011 and 2012 and the six months ended June 30, 2013, in response to the Guizhou
government’s annual guidance, we produced and sold 136,000 tonnes, 202,000 tonnes, 382,000 tonnes
and 171,000 tonnes, respectively, of thermal coal to be supplied to power plants in Guizhou province.
In 2013, we plan to produce approximately 360,000 tonnes of thermal coal in response to the Guizhou
government’s annual guidance. See “Regulation — PRC Laws relating to the Coal Industry — Supply
of thermal coal to power plants”. We believe that by increasing our production capacity, we will be
able to sell a larger percentage of our anthracite coal as chemical or PCI coal. Our ability to effectively
produce, market and sell our anthracite coal as chemical coal or PCI coal is, however, subject to a
number of uncertainties. See “Risk Factors — Risks Relating to Our Business — We may not be able
to successfully produce, market and sell chemical and PCI coal, which could materially and adversely
affect our business and prospects”.

During the Track Record Period, we derived our revenue primarily from the sale of coal we
produced. From time to time, we also engaged in coal trading activities by selling coal that we
purchased from third party suppliers. In 2011, 2012 and the six months ended June 30, 2012 and 2013,
revenue from sales of third party coal was RMB33.1 million, RMB1.1 million, RMB1.1 million and
nil, respectively, representing 31.5%, 0.8%, 2.0% and nil, respectively, of our total revenue. We did
not engage in any coal trading activities in 2010, and we do not intend to engage in any significant
coal trading activities in the future.

OUR ANTHRACITE COAL MINES
We currently have seven anthracite coal mines. Five of our anthracite coal mines, including

Baiping Coal Mine, Liujiaba Coal Mine, Zhulinzhai Coal Mine, Gouchang Coal Mine and Dayuan
Coal Mine, have commenced commercial production. However, operations at Gouchang Coal Mine
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have been suspended since March 2013 under Guizhou province’s coal mine consolidation policy.
With respect to our other two anthracite coal mines that have not commenced commercial production,
Yongsheng Coal Mine is currently undergoing its pilot run phase, while Dayun Coal Mine is currently
under construction. Yongsheng Coal Mine and Dayun Coal Mine are expected to commence
commercial production in March 2014 and July 2015, respectively.

All of our anthracite coal mines are underground anthracite coal mines located in the Zhina Coal
District and the Qianbei Coal District in Guizhou province. The following maps show the location of

our anthracite coal mines as of the date of this listing document:
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The following table sets forth certain information relating to each of our seven anthracite coal

mines as of the date of this listing document (unless otherwise indicated):

Commercial Production

Under Construction

Mine

Baiping Coal
Mine

Liujiaba Coal
Mine

Zhulinzhai
Coal Mine

Gouchang Coal
Mine

Dayuan Coal Yongsheng
Mine Coal Mine

Dayun
Coal Mine

Location (within Guizhou

province, PRC)

Date of initial/expected
commercial production

Mining area (square
kilometers)

Number of mineable
seams

Designed annual
production capacity
(tonnes)

Permitted annual
production capacity
(tonnes)®

Expiry date of the mining
right

Reserve data
(as of July 31, 2013)

Proved reserve (million
tonnes)

Probable reserve (million
tonnes)

Total proved and probable
reserve (million
tonnes)

Total cost of property,
plant and equipment
as of December 31, 2012
(RMB in millions)®

Age of the mining

equipment™® (year)

Jinsha county,
Qianbei Coal
District

June 2009

3.0143

300,000

150,000

August 2014

3.44

19.04

22.48

307.2

Liuzhi Special
District, Zhina
Coal District

December 2012

3.7891

300,000

300,000

September 2019

2.08

11.52

13.60

374.0

Liuzhi Special
District, Zhina
Coal District

April 2012

1.4104

300,000

300,000

July 2018

2.15

7.41

9.56

358.5

Nayong County,
Zhina Coal
District

April 2011V

1.7198

110,000

90,000

April 2017

1.87

3.85

5.72

252.7

Nayong county, Jinsha county,
Zhina Coal Qianbei Coal

District District
November 2013 March 2014
1.6490 18.2340

4 5

300,000 900,000
300,000 600,000

March 2023 November 2027

2.99 3.77
5.27 48.19
8.26 51.96
307.3 541.8
1-4 1-2

Jinsha county,
Qianbei Coal
District

July 2015

16.9035

900,000

600,000

March 2031

12.50

84.79

97.29

(1)  Operations have been suspended since March 2013 under Guizhou province’s coal mine consolidation policy.

(2)  This represents the annual production capacity as permitted under the relevant mining rights permits.

(3)  The cost is net of applicable accumulated amortization and depreciation.

(4)  Mining equipment is owned by us except for the mechanical longwall mining equipment at Yongsheng Coal Mine we

lease from third parties.

As of July 31, 2013, we had total proved and probable coal reserves of approximately 208.87

million tonnes, total measured, indicated and inferred coal resources of 407.18 million tonnes and

total permitted annual production capacity of 2.34 million tonnes. The resource and reserve data of the

Company included in the listing document are determined by measuring the raw coal extracted from

our coal mines. See

“— Our Coal Characteristics and Coal Products — Coal Classification”.
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Mines in commercial production

Baiping Coal Mine

Baiping Coal Mine is our third largest mine as measured by proved and probable coal reserves.
We operate Baiping Coal Mine through our 70%-owned subsidiary, Baiping Mining. Baiping Coal
Mine covers an area of 3.0143 square kilometers and is located in Jinsha county, Qianbei Coal District.
As of July 31, 2013, Baiping Coal Mine had total proved and probable coal reserves of 22.48 million
tonnes.

Baiping Coal Mine commenced commercial production in June 2009 and completed a technical
system upgrade in March 2011. The current mining right permit for Baiping Coal Mine allows for an
annual production capacity of 150,000 tonnes. The mining right premium of RMB3.4 million for
Baiping Coal Mine had been fully paid as of December 31, 2010.

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, Baiping Coal Mine
produced 65,046 tonnes, 159,185 tonnes, 292,000 tonnes, 109,944 tonnes and 118,386 tonnes of
anthracite coal, respectively. In 2011 and 2012, the amount of anthracite coal produced by Baiping
Coal Mine exceeded its permitted annual production capacity of 150,000 tonnes under its mining right
permit and coal production permit. In January and July 2013, the Energy Bureau of Guizhou Province
issued confirmation letters, stating that (i) it did not consider there was any over-production prior to
2012, (ii) it would not impose any penalties against Baiping Mining or its employees or impose any
other measures (including but not limited to, revocation of the coal production permit or suspension
of coal mining operations) in respect of over-production in 2012 or thereafter, as Baiping Coal Mine
has undergone certain technological improvements after its coal production permit was issued, such
that its actual production capacity and ventilation systems exceeded the design specifications set forth
in its coal production permit and could support an annual production output of 290,000 tonnes, and
(iii) it would support our application for the relevant permits with an annual production capacity of
300,000 tonnes or more. The Energy Bureau of Guizhou Province further confirmed orally that it
considered the overproduction at Baiping Coal Mine in 2011 to be minimal and the production output
in years prior to 2011 were within the permitted annual production capacity. Between December 2012
and January 2013, we also received confirmation letters from the Water Conservation Office of Bijie
City, the Water Resources Department of Guizhou Province, the Guizhou Administration of Coal Mine
Safety and the Environmental Protection Department of Guizhou Province. These confirmation letters
either agreed with the January 2013 confirmation letter issued by the Energy Bureau of Guizhou
Province or confirmed there would be no penalties imposed on Baiping Mining and/or Baiping
Mining’s employees as a result of the over-production at Baiping Coal Mine. Our PRC legal advisors,
Commerce & Finance Law Offices, have advised us that such confirmation letters were issued by the
competent government authorities and are legally valid.

We plan to continue producing anthracite coal at Baiping Coal Mine, and may produce anthracite
coal in excess of its permitted production capacity as our annual production levels were determined
based in large part on the Guizhou government’s annual guidance relating to the provision of certain
minimum amounts of thermal coal to power plants operating in Guizhou province. See “Regulation —
PRC Laws relating to the Coal Industry — Supply of thermal coal to power plants”. We had informed
the relevant governmental authorities prior to producing anthracite coal in excess of Baiping Coal
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Mine’spermitted production capacity, and the relevant governmental authorities had approved such
over-production. In 2010, 2011 and 2012, the Guizhou government had requested Baiping Coal Mine
to supply a minimum of 60,000 tonnes, 120,000 tonnes and 230,000 tonnes, respectively, of thermal
coal to power plants in Guizhou province. Pursuant to these requests, in 2010, 2011 and 2012, Baiping
Coal Mine produced and sold 67,150 tonnes, 136,767 tonnes and 249,914 tonnes of thermal coal,
respectively, to power plants in Guizhou province. In 2013, the Guizhou government had requested
Baiping Coal Mine to supply a minimum of 230,000 tonnes of thermal coal to power plants in Guizhou
province and we plan to produce approximately 230,000 tonnes of thermal coal in response to the
request. Any change in the policies or positions adopted by the Guizhou government authorities in
respect of over-production and target production capacities to produce and sell a minimum amount of
thermal coal may affect these plans as well as our compliance with applicable laws, rules and
regulations. We have applied for a 300,000 tonnes mining right permit for Baiping Coal Mine and we

113

expect to obtain the permit in June 2014. See “— Regulatory Compliance”. After receiving such
permit, we do not expect Baiping Coal Mine will continue to produce anthracite coal in excess of its

permitted production capacity.

Liujiaba Coal Mine

We operate Liujiaba Coal Mine through our 99%-owned subsidiary, Xinsong Coal. Liujiaba Coal
Mine covers an area of 3.7891 square kilometers and is located in Liuzhi Special District, Zhina Coal
District. As of July 31, 2013, Liujiaba Coal Mine had total proved and probable coal reserves of 13.60
million tonnes. Commencement of commercial production at Liujiaba Mine had been delayed as a
result of Guizhou province’s requirement for certain coal mines using drilling and blasting mining
methods to upgrade to semi-mechanical longwall mining methods in 2011, which required us to incur
significant time and expense to redesign and upgrade Liujiaba Coal Mine. Liujiaba Coal Mine
commenced commercial production in December 2012 with a permitted annual production capacity of
300,000 tonnes. The mining right premium of RMB26.0 million for Liujiaba Coal Mine had been fully
paid by May 2011. In 2012 and the six months ended June 30, 2012 and 2013, Liujiaba Coal Mine
produced 25,680 tonnes, nil and 50,649 tonnes of anthracite coal, respectively.

Zhulinzhai Coal Mine

We operate Zhulinzhai Coal Mine through our 99%-owned subsidiary, Linjiaao Coal. Zhulinzhai
Coal Mine covers an area of 1.4104 square kilometers and is located in Liuzhi Special District, Zhina
Coal District. As of July 31, 2013, Zhulinzhai Coal Mine had total proved and probable coal reserves
of 9.56 million tonnes. Zhulinzhai Coal Mine commenced commercial production in April 2012 with
a permitted annual production capacity of 300,000 tonnes. The mining right premium for Zhulinzhai
Coal Mine is RMB19.9 million, of which RMB16.7 million had been paid by August 30, 2012 and the
remaining balance of RMB3.2 million has been paid in August 2013.

In 2012 and the six months ended June 30, 2012 and 2013, Zhulinzhai Coal Mine produced
65,111 tonnes, 21,041 tonnes and 19,682 tonnes of anthracite coal, respectively. Coal production at
Zhulinzhai Coal Mine has been slowed down by the relocation of local residents affected by the mine’s
operations. We have entered into relocation agreements with the local residents pursuant to which they
agreed to relocate after receiving additional compensation and we expect to complete the relocation
by March 2014 with the assistance of the local government. The additional compensation is
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approximately RMBO.1 million, which we agreed to pay by March 2014. The directors of the Company
are of the view that the payment of the additional compensation will not have a material adverse effect
on the Company’s business, financial condition and results of operations. Since January 2013,
Zhulinzhai Coal Mine has been undergoing certain mine safety upgrades, which has also limited its
production output.

Gouchang Coal Mine

We operate Gouchang Coal Mine through our 99%-owned subsidiary, Gouchang Coal. Gouchang
Coal Mine covers an area of 1.7198 square kilometers and is located in Nayong county, Zhina Coal
District. As of July 31, 2013, Gouchang Coal Mine had total proved and probable coal reserves of 5.72
million tonnes. Gouchang Coal Mine commenced commercial production in April 2011 with a
permitted annual production capacity of 90,000 tonnes, and produced 96,068 tonnes, 53,362 tonnes,
14,782 tonnes and 3,872 tonnes of anthracite coal in 2011, 2012 and the six months ended June 30,
2012 and 2013, respectively. The mining right premium of RMB11.8 million for Gouchang Coal Mine
had been fully paid as of May 2012.

Gouchang Coal Mine suspended its operations from March to August 2012 to comply with
certain newly implemented mine gas control requirements in Guizhou province. Since March 2013,
operations at Gouchang Coal Mine have been suspended under Guizhou province’s coal mine
consolidation policy pending the acquisition by us of a nearby coal mine and Gouchang Coal Mine
achieving certain production capacity targets in accordance with Guizhou province’s coal mine
consolidation policy. We are currently considering acquiring Dongdi coal mine, which is adjacent to
Gouchang Coal Mine. According to the website of the Energy Bureau of Guizhou Province, Dongdi
coal mine has estimated coal resources of 13.09 million tonnes as measured in accordance with the
PRC Solid Mineral Resources/Reserves Classification Code as of August 2011 and a planned annual
production capacity of 300,000 tonnes. To our knowledge, Dongdi coal mine has not yet commenced
commercial production. We have not begun any formal negotiations with the owner of Dongdi coal
mine in relation to the acquisition and the estimated cost for theacquisition remains unknown at this
stage. However, we are aiming to complete the acquisition of Dongdi coal mine by March 2015 and
resume operations at Gouchang Coal Mine by the end of 2015. As of the Latest Practicable Date,
Gouchang Coal Mine has not re-commenced operations. See “Regulation — PRC Laws Relating to
Mining Resource Consolidation”.

Dayuan Coal Mine

We hold Dayuan Coal Mine through our 99%-owned subsidiary, Dayuan Coal. As of July 31,
2013, Dayuan Coal Mine had total proved and probable coal reserves of 8.26 million tonnes. The
current mining right permit for Dayuan Coal Mine allows for an annual production capacity of 300,000
tonnes. The mining right premium of RMB13.4 million for Dayuan Coal Mine was fully paid as of
October 2011.

The construction of Dayuan Coal Mine commenced in June 2009. Dayuan Coal Mine had
commenced its pilot run phase in July 2013 and has commenced commercial production in November
2013. Construction progress of Dayuan Coal Mine had been delayed by certain changes in the
governmental approval process for obtaining mining right permits.
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Mines under construction

Yongsheng Coal Mine

Yongsheng Coal Mine is our second largest mine as measured by proved and probable coal
reserves. We hold Yongsheng Coal Mine through our 70%-owned subsidiary, Guizhou Yongfu.
Yongsheng Coal Mine covers an area of 18.2340 square kilometers and is located in the Qianbei Coal
District. As of July 31, 2013, Yongsheng Coal Mine had total proved and probable coal reserves of
51.96 million tonnes. The current mining right permit for Yongsheng Coal Mine allows for an annual
production capacity of 600,000 tonnes.

The construction of Yongsheng Coal Mine commenced in November 2008. Construction progress
had been delayed in 2012 mainly because we encountered several large karst caves at the mine site,
which slowed down construction. Construction was further delayed in 2013 as we were required by
the Jinsha County Administration of Coal Mine Safety in July 2013 to suspend the construction of one
of the two mine faces at Yongsheng Coal Mine to install gas ventilation tunnels. The construction of
the mine face resumed in October 2013 after gas ventilation tunnels were installed. Yongsheng Coal
Mine is currently undergoing its pilot run phase, and commercial production is expected to commence
in March 2014. The estimated amount of capital expenditure for the construction of Yongsheng Coal
Mine is RMB596.3 million, of which we have paid RMB437.2 million as of June 30, 2013.

The mining right premium for Yongsheng Coal Mine is RMB®89.5 million, of which RMB36.0
million had been paid by December 2012. The balance of RMBS53.5 million will be payable in five
installments over a five-year period from 2013 to 2017.

Dayun Coal Mine

Dayun Coal Mine is our largest mine as measured by proved and probable coal reserves. We hold
Dayun Coal Mine through our wholly-owned subsidiary, Guizhou Dayun. Dayun Coal Mine covers an
area of 16.9035 square kilometers and is located in Jinsha county, Qianbei Coal District. As of July
31, 2013, Dayun Coal Mine had total proved and probable reserves of 97.29 million tonnes. The
current mining right permit for Dayun Coal Mine allows for an annual production capacity of 600,000
tonnes.

The construction of Dayun Coal Mine commenced in May 2012 and commercial production is
expected to commence in July 2015. Construction progress of Dayun Coal Mine has been slowed down
by the relocation of local residents affected by construction. We expect the relocation process with the
assistance of the local government will be completed by June 2014. The estimated amount of capital
expenditure for the construction of Dayun Coal Mine is RMB385.3 million, of which RMB138.6
million had been paid as of June 30, 2013.

The mining right premium for Dayun Coal Mine is RMB73.0 million, of which RMB38.0 million
had been paid by March 2013 and the remaining balance of RMB35.0 million will be payable in three
installments over a three-year period from 2014 to 2016.
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Our Expansion Plans

Among the seven anthracite coal mines of the Company, five anthracite coal mines, including
Baiping Coal Mine, Liujiaba Coal Mine, Zhulinzhai Coal Mine, Gouchang Coal Mine (currently
suspended since March 2013 under Guizhou province’s coal mine consolidation policy) and Dayuan
Coal Mine, have commenced commercial production and two anthracite coal mines, including
Yongsheng Coal Mine and Dayun Coal Mine, are expected to commence commercial production in
March 2014 and July 2015, respectively.

Historical Losses of the Company

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, we incurred operating
losses of RMB54.5 million, RMB23.0 million, RMB36.6 million, RMB11.3 million and RMB231.7
million, respectively, and, disregarding the effects of a RMB624.1 million non-recurring gain relating
to the acquisition of Guizhou Puxin in 2010, we would have incurred net losses in each of those
periods. The losses incurred during the Track Record Period were primarily due to the following
reasons:

° Substantial pre-production activities during the Track Record Period. During the Track
Record Period, only four of our seven anthracite coal mines have commenced commercial
production. Of these four mines, the Liujiaba Coal Mine only commenced commercial
production in April 2012 and Zhulinzhai Coal Mine only commenced commercial
production in December 2012. Accordingly, for a majority of the Track Record Period,
these mines remained in the construction phase and only Baiping Coal Mine was in
commercial production throughout the Track Record Period. Gouchang Coal Mine
commenced production in 2011 but was suspended since March 2013 pending the
completion of an acquisition of a nearby coal mine in accordance with the mine
consolidation policies of Guizhou province.

° Our largest mines remain in pre-commercial production phases. Our largest mine in terms
of proved and probable coal reserves, Dayun Coal Mine, is still under construction.
Yongsheng Coal Mine, our second largest mine in terms of proved and probable coal
reserves, was under construction for most of 2013 and the mine face and gas ventilation
tunnels were recently completed, and commenced a pilot run in June 2013. Given our two
largest mines remain in the pre-commercial production stage, our annual production output
of coal remains very small. As of July 31, 2013, we had total proved and probable coal
reserves of approximately 208.87 million tonnes and total measured, indicated and inferred
coal resources of 407.18 million tonnes. However, our total permitted annual production
capacity remained at only 2.34 million tonnes as of the same date.

° Significant capital expenditures and associated debt and financing costs incurred during
the Track Record Period. In 2010, 2011, 2012 and the six months ended June 30, 2013, we
incurred capital expenditures of RMB219.7 million, RMB341.5 million, RMB360.2 million
and RMB139.3 million, respectively. Such capital expenditures relate primarily to the
construction of our anthracite coal mines, purchase of mining-related equipment and
machinery and pre-payments for land use rights for our anthracite coal mines. In order to

— 111 —



BUSINESS

fund these capital expenditures, we incurred significant debt and associated financing costs.
In 2010, 2011, 2012 and the six months ended June 30, 2013, we incurred finance costs for
bank borrowings and mining rights payables (including the capitalized interest) of
RMB21.8 million, RMB60.9 million, RMB89.4 million and RMBS56.2 million, respectively.
These capital expenditures and the associated finance costs have contributed in part to our
historical losses.

° Impairment loss for Gouchang Coal Mine for the six months ended June 30, 2013. During
the six months ended June 30, 2013, we incurred an impairment loss on property, plant and
equipment of RMB184.4 million in connection with the suspension of Gouchang Coal
Mine. This represented a one-off and non-recurring impairment loss and we do not expect

any further material impairment losses to be made in respect of Gouchang Coal Mine.

° Constrained ability to sell chemical coal or PCI coal due to small annual production
output. As mentioned above, given our two largest mines remain in pre-commercial
production stage, our current annual coal production output remains very small. We have
from time to time provided a minimum amount of our anthracite coal as thermal coal to
power plants operating in Guizhou province in response to the Guizhou government’s
annual guidance, which historically has taken up a significant portion of our production
output. In 2010, 2011 and 2012 and the six months ended June 30, 2013, we produced and
sold 136,000 tonnes, 202,000 tonnes, 382,000 tonnes and 171,000 tonnes, respectively, of
thermal coal to power plants in Guizhou province in response to the Guizhou government’s
annual guidance. In 2013, we plan to produce approximately 360,000 tonnes of thermal coal
in response to the Guizhou government’s annual guidance. This has constrained our ability
to sell chemical or PCI coal which are able to generally command higher selling prices and

higher profit margins than thermal coal.

° Fluctuation in anthracite coal prices. Our gross margin, which is equal to gross profit
divided by revenue, decreased from 44.9% in the six months ended June 30, 2012 to 27.0%
in the same period in 2013, primarily due to a significant decrease in the average selling
price of our self-produced coal. In the six months ended June 30, 2012 and 2013, the
average selling price of the anthracite coal we produced was RMB368.3 and RMB291.9 per
tonne, respectively. While the anthracite coal production in Guizhou province continued to
decrease during the Track Record Period, from 62.6 million tonnes in 2010, to 59.9 million
tonnes in 2011 and 53.4 million tonnes in 2012, our sale of anthracite coal continued to
increase, from 166,362 tonnes in 2010, to 314,058 tonnes in 2011 and 437,010 tonnes in
2012.

See “Financial Information — Results of Operations”.
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Our Expansion Plans

In order to improve our financial conditions in the future, we intend to carry out the following
plans before the end of 2015:

° Expansion of Baiping Coal Mine, Liujiaba Coal Mine, Zhulinzhai Coal Mine and Dayuan
Coal Mine. In order for us to increase our sales of chemical coal, we will need to increase
our annual production output. To achieve this, we plan to increase our total annual
production capacity of approximately 890,000 tonnes for 2013 to 1,680,000 tonnes for 2014
and 2,900,000 tonnes for 2015, respectively, through the expansion of Baiping Coal Mine,
Liujiaba Coal Mine, Zhulinzhai Coal Mine and Dayuan Coal Mine and by accelerating the
construction of Dayun Coal Mine. We plan to apply for necessary licenses and permits for
higher permitted annual production capacities for certain of our coal mines from 2014 in
addition to the licenses and permits for Baiping Coal Mine that have been applied for. The
estimated commencement of commercial production of Yongsheng Coal Mine in March

2014 is also expected to increase our annual production output.

° Complete the construction of a coal beneficiation plant in Jinsha county. In order to sell
the anthracite coal from our anthracite coal mines as PCI coal and as chemical coal with
certain technical specifications, the coal would need to be washed. The construction of the
coal beneficiation plant in Jinsha county (which is close to the Yongsheng Coal Mine) is
expected to further enhance the quality of the anthracite coal we produce and to enable the

sale of such coal as higher margin chemical coal and PCI coal.

° Construct a shipping port along the Wujiang River. We currently transport coal to our
customers primarily by road using third party coal transportation services. Such costs are
borne by our customers. To become more competitive, we are constructing a shipping port
along the Wujiang River which is expected to (i) allow us to transport coal from our
anthracite coal mines by waterway which will be more efficient and reliable than road
transportation; and (ii) provide us with access to anthracite coal net importing provinces,

such as Guangdong and Guangxi.

° Increase the sale of self-produced chemical coal and PCI coal. By increasing our total
annual production output and with the addition of our own coal beneficiation plant, we will
be in a position to increase our sale of anthracite coal as chemical coal and PCI coal, which

we believe will greatly improve our financial performance.

Based on their estimates, the Directors believe that following the completion of the expansion
plans, our Company may achieve operating profits for 2015, having regard to the factors and
conditions affecting the business, results of operations and financial conditions of the Company as

disclosed in this listing document.
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Furthermore, each of our seven anthracite coal mines demonstrated a positive undiscounted net
present value (“NPV”) from July 31, 2013 through 2030. The Competent Person believes the proved
and probable reserves for our seven anthracite coal mines as of July 31, 2013 have demonstrated
economic viability under reasonable financial assumptions. The following table sets forth the
attributable NPV for the Company and each of its anthracite coal mines as of July 31, 2013 through
2030 by applying different discount rates and the respective payback periods:

Attributable!’ NPV Values as of July 31, 2013 through 2030

Discount Rate (%) Payback

Mine Period

0.0 8.0 10.0 15.0 (months)

(RMB in millions)

NPV for the entire Company2 10,981 4,071 3,237 1,878 86
NPV for Baiping Coal Mine 1,277 562 469 308 21
NPV for Yongsheng Coal Mine 4,080 1,740 1,435 912 42
NPV for Dayun Coal Mine 5,211 2,019 1,617 944 66
NPV for Gouchang Coal Mine 160 63 51 29 56
NPV for Dayuan Coal Mine 780 298 236 133 60
NPV for Liujiaba Coal Mine 1,399 566 460 280 52
NPV for Zhulinzhai Coal Mine 998 398 321 190 55

! Based on percentage of Company’s interests in the mines.

2

Includes administrative expenses and financing associated with Guizhou Puxin.

In 2013, 2014 and 2015, we expect to incur approximately RMB379.3 million, RMB257.2
million and RMB201.2 million, respectively, of capital expenditures to carry out the above plans,
which are expected to be funded primarily through interest-bearing bank loans and other borrowings.
See “Financial Information — Liquidity and Capital Resources — Working Capital” and “Financial

Information — Liquidity and Capital Resources — Capital Expenditure”.
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The following table highlights the key milestones for our expansion plans as of the date of the

listing document:

Year

Forecast Forecast

total annual total coal

production processing

capacity capacity

Major development activities/plan (in tonnes) (in tonnes)

Forecast
total annual Forecast
coal capital
shipping expenditure

(RMB in

millions)

Primary
capacity source of

(in tonnes) funding

2013

2014

2015

Commenced the construction of 890,000 0
the beneficiation plant in

September 2013

Achieved commercial production
at Dayuan Coal Mine in
November 2013

Continue expanding annual coal
production capacity at the coal
mines in commercial production

To commence commercial 600,000
production at Yongsheng Coal

Mine in March 2014

1,680,000

To complete the construction of
the first phase of the
beneficiation plant in April 2014

To commence the construction of
the first phase of the shipping
port in May 2014

To complete the construction of
the first phase of the shipping
port in December 2014

To continue expanding annual
coal production capacity at the
coal mines in commercial
production

To commence the construction of 1,200,000
the second phase of the
beneficiation plant in January

2015

To complete the construction of
the second phase of the
beneficiation plant in June 2015

2,900,000

To achieve commercial production
at Dayun Coal Mine in July 2015

To commence the construction of
the second phase of the shipping
port in July 2015

To complete the construction of
the second phase of the shipping
port by the end of 2015

To continue expanding annual
coal production capacity at the
coal mines in commercial
production
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The Beneficiation Plant

We are in the process of constructing a coal beneficiation plant in Jinsha county to process our
anthracite coal into PCI coal as well as to produce chemical coal with certain technical specifications.
The coal beneficiation plant is expected to be built on a site adjacent to Yongsheng Coal Mine. We
plan to construct the coal beneficiation plant in two phases with a planned aggregate annual
coal-washing capacity of 1.2 million tonnes. The first phase of the coal beneficiation plant is expected
to achieve an annual coal-washing capacity of 600,000 tonnes, and the second phase is expected to
increase the annual coal-washing capacity to 1.2 million tonnes. The construction of the first phase
commenced in September 2013 and is expected to be completed by April 2014. The construction of
the second phase is expected to commence in January 2015 and complete by June 2015. The estimated
capital expenditure for the coal beneficiation plant is RMB73.5 million, of which we had paid RMB5.9
million as of June 30, 2013. We have fulfilled the initial funding requirement with our internal
financial resources, and we are seeking financing from external sources, including banks to meet
further funding requirements.

Prior to the construction of our coal beneficiation plant, we are required to make filings with the
relevant local NDRC and safety authorities, as well as obtain certain approvals or permits from certain
other local regulatory authorities, including the relevant local environmental protection authorities,
land and resources authorities, urban and rural planning authorities, and housing and urban and rural
construction authorities. We have already made the local NDRC filing and obtained the approvals of
the local environmental protection authorities. Although the requisite filings, approvals or permits
from the other local regulatory authorities are currently pending, we have received confirmation
letters from these authorities in respect of the commencement of construction of our coal beneficiation
plant, and we do not expect any material difficulties in completing and/or obtaining the requisite
filings, approvals and/or permits. These filings, approvals and/or permits relating to construction are
expected to be obtained or completed by April 2014 when the first phase of the construction of the
coal beneficiation plant is expected to be completed.

The Shipping Port

We are also contemplating constructing a port along the Wujiang River near Yongsheng Coal
Mine to facilitate the transportation of the anthracite coal we produce at our mines in Jinsha county.
Upon completion, the port is expected to allow us to transport the coal produced by Yongsheng Coal
Mine by waterway, and provide us with access to markets such as Guangdong, Guangxi, Sichuan,
Chongqing and Jiangxi.

We plan to construct the port in two phases with a planned aggregate annual transportation
capacity of one million tonnes. The first phase of the port is expected to achieve an annual
transportation capacity of 500,000 tonnes, and the second phase is expected to increase the annual
transportation capacity to one million tonnes. The first phase is expected to commence in May 2014
and complete by the end of 2014. The second phase is expected to commence in July 2015 and
complete by the end of 2015. The estimated capital expenditure for the port is RMB11.7 million and
we plan to introduce two other parties to participate in the construction and operation of the port. We
plan to contribute 55% of the estimated capital expenditure, which amounts to RMB6.4 million, by
using our internal financial resources with the remaining capital expenditures to be provided by the
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other two parties. The construction of the port is subject to our Company obtaining from the relevant
governmental authorities, among other things, construction project approval, a coastline use permit,
a hydraulic operation safety permit, a port operations permit and surface and underwater construction
operation permits.

Our Product Mix

Our future profitability will significantly depend on our ability to produce, market and sell
chemical coal and PCI coal, which generally command higher average selling prices and have higher
margins than thermal coal. In 2011, 2012 and the six months ended June 30, 2013, we derived
approximately 5%, 5% and 1.2%, respectively, of our revenue from the sale of self-produced chemical
coal, and we have not yet commenced selling any PCI coal.

As part of our strategy, we intend to significantly increase our sales of chemical coal, and we
intend to begin selling PCI coal in 2014. In particular, we plan to, partly through our planned
beneficiation plant, increase our sales of chemical coal from 2% of the total sales for 2013, to 22%
for 2014 and 61% for 2015 and increase our sales of PCI coal from nil for 2013, to 8% for 2014 and
21% for 2015.

OPTIMIZATION PLANS

In order to increase our production capacity, we plan to optimize all of our currently operating
anthracite coal mines by improving mine layout and upgrading mine infrastructure and equipment. We
expect our optimization plans will begin in 2015 and, after their expected completion in December
2018, we expect to be able to achieve an aggregate annual production capacity of 5.81 million tonnes.
The estimated cost of the optimization plans is RMB807.5 million.

MINING RIGHTS AND OTHER PERMITS

Under PRC law, prior to June 29, 2013, each coal mine in the PRC must obtain certain permits
prior to commencing commercial production, including the following key permits:

° a mining right permit;

° a safe production permit; and

° a coal production permit.

Typically, the safe production permit and the coal production permit will not be issued until the
mining right permit has been issued, a pilot run of one to six months following the completion of
construction of the coal mine has been completed and the relevant government authorities have
completed certain safety inspections. In addition to these permits, prior to commencing commercial
production, coal mines in the PRC are required to complete an environmental trial run and an
environmental acceptance inspection. In Guizhou province, in general, mining right permits are issued
by the Guizhou Provincial Department of Land and Resources, safe production permits are issued by

— 118 —



BUSINESS

the Guizhou Administration of Coal Mine Safety and coal production permits are issued by the Energy
Bureau of Guizhou province. Most mining right premiums in general will be payable by the permit
holder to the relevant land and resources authorities pursuant to an installment payment plan with the
authorities after mining right permit has been issued.

Effective on June 29, 2013, the National People’s Congress Standing Committee passed certain
amendments to the Coal Law which among other thing, removed the requirement of obtaining coal
production permits. Detailed implementation rules have not yet been promulgated.

The following table sets forth certain information regarding our mining right permits, safe
production permits and coal production permits as of the Latest Practicable Date:

Safe Production Coal Production
Mining Right Permit Permit Permit®

Permit Expiration Permit Expiration Permit Expiration

date date date date date date
(month/ (month/ (month/ (month/ (month/ (month/
Mine Holder/permit number year) year) year) year) year) year)
Baiping Coal Mine‘" Baiping Mining/ November August May May June June
C5200002011111120121064 2011 2014 2012 2015 2009 2020
Liujiaba Coal Mine Xinsong Coal/ March September November November December December
C5200002009091120036374 2011 2019 2012 2015 2012 2037
Zhulinzhai Coal Mine  Linjiaao Coal/ April July March March April April
C5200002011031120108782 2011 2018 2012 2015 2012 2031
Gouchang Coal Mine Gouchang Coal/ April April April April April April
C5200002009121120048406 2011 2017 2011 2014 2011 2045
Yongsheng Coal Mine  Guizhou Yongfu/ February November — — — —
C5200002012021120124117 2012 2027
Dayuan Coal Mine Dayuan Coal/ March March November November — —
5200002011051120118585 2013 2023 2013 2016
Dayun Coal Mine Guizhou Dayun/ March March — — — —
C5200002011031120112455“ 2011 2031

(1)  In 2011 and 2012, the actual production output of Baiping Coal Mine exceeded its permitted annual production capacity
under its mining right permit and coal production permit. See “— Our Anthracite Coal Mines — Mines in Commercial
Production — Baiping Coal Mine”. We have applied for a mining right permit with an annual production capacity of

300,000 tonnes for Baiping Coal Mine by 2013 and we expect to obtain such permit in 2014.
(2)  The mining right has been pledged to China Minsheng Bank.
(3)  The mining right has been pledged to China Minsheng Bank and Bank of China.
(4)  The mining right has been pledged to China Merchants Bank.

(5)  The National People’s Congress Standing Committee passed certain amendments to the Coal Law, which became

effective on June 29, 2013, including removing the requirement of obtaining coal production permits.
Under the relevant mineral resources regulations of the PRC, if residual coal reserves which have

been recorded with relevant land and resource authorities remain after the term of a mining right
permit expires, the holder of the mining right may, subject to certain conditions, apply for an extension
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of the mining right permit. There is no minimum residual reserve requirement for the extension of
mining right permits. If any of our mines has any residual coal reserves when the relevant mining right
permit expires, we intend to submit an application to renew the mining right permit. Our PRC legal
advisors, Commerce & Finance Law Offices, have advised us that, provided that the current PRC laws,
regulations and mining industry policies remain unchanged and we have complied with all substantive
and procedural requirements under the PRC laws, rules and regulations, as well as all requests of the
competent authorities at the relevant time, there would not be material legal impediments in renewing

our mining right permits.

MINING OPERATIONS AND PROCESSES

The following diagram illustrates the main processes in our mining operations.

Mine Construction

Coal Extraction

Waste Disposal and Reclamation

Mine construction

The three main stages of mine construction include:

° Pre-construction work. Pre-construction work provides the foundation for future mine
construction and planning for overall construction management, and includes leveling the
land on which the mine is located and stripping the topsoil, and connecting the land to the

water, electricity, road transportation and telecommunications networks.

° Shaft engineering and civil engineering. After pre-construction work has been completed,
we begin constructing inclined mine shafts to reach the coal seams. We use a number of
shaft engineering and civil engineering techniques in constructing our mine shaft, including
drilling and blasting and slagging and tunneling techniques. We primarily use shotcrete and

rock bolt techniques to support our shaft walls.
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° Electrical equipment installation and complementary production system engineering:
Concurrent with shaft engineering and civil engineering, we install electrical equipment
and complementary production systems, including the power supply system, draft system,
drainage system, pressure ventilation system, elevation and transportation system, gas

drainage system and monitoring system.

We have entered into agreements with third party contractors for the construction of our

113

anthracite coal mines. See “— Suppliers, Third Party Contractors and Utilities”. Depending on the
mine design plan and the technical standards, it generally takes two to five years to complete the
construction of an anthracite coal mine. Prior to the full commencement of commercial production, we

may be able to produce and sell a limited amount of coal produced during mine construction process.

Coal extraction

Each of our anthracite coal mines currently utilizes manual longwall mining, semi-mechanical
longwall mining or mechanical longwall mining methods to extract coal. Longwall mining refers to
extracting coal from long rectangular blocks of the coal seams. Manual longwall mining refers to
drilling holes in the mining face, placing explosives and detonating the explosives to extract the coal.
Mechanical and semi-mechanical longwall mining involve using a mechanical shearers in coal
extraction. Coal that has been extracted by the mechanical shearer is then loaded on to a mine
conveyor system for delivery to the surface. In mechanical longwall mining, the mine roof is held up
during the extraction process by automatic hydraulic roof supports, while in semi-mechanical longwall
mining, the mine roof is held up by hydraulic roof supports that are operated manually. The time
required for coal extraction depends primarily on the nature of the mine, including the amount of
anthracite coal reserves, the mining method adopted, the geological conditions of the mine and the size
of the mining face. We generally transport the anthracite coal extracted from our mines to the ground
surface on a daily basis. The following table sets forth the current extraction method of each of our
anthracite coal mines:

Anthracite Coal Mine Extraction Method
Baiping Coal Mine . .. ....... ... .. .. ..... Manual longwall

Liujiaba Coal Mine. .. ......... ... .. ..... Semi-mechanical longwall
Zhulinzhai Coal Mine . .. .................. Manual longwall

Gouchang Coal Mine . .................... Manual longwall

Dayun Coal Mine .. ......... ... .. .. ..... Mechanical longwall

Yongsheng Coal Mine. .. .................. Mechanical longwall

Dayuan Coal Mine . ........... .. .. .. ..... Semi-mechanical longwall

Due to our relative inexperience with mechanical longwall mining, production ramp-up time for
our mechanical longwall mines may be longer than expected. We intend to minimize the risk of
ramp-up delays by requesting the mining equipment manufacturers’ service representatives to be
present during the start-up phase to provide training to our employees. Moreover, we intend to rotate
our trained employees from mines which have used mechanical longwall mining systems to mines
where mechanical longwall mining systems are being introduced for the first time.
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Waste disposal and reclamation

Our mining operations seek to ensure that waste gas, waste water and industrial residue are
disposed of in accordance with the relevant legal requirements of the PRC. In addition, we are
required by PRC law to reclaim and restore mining sites to their prior condition after completion of
mining operations. Reclamation activity typically involves the removal of buildings, equipment,
machinery and other physical remnants of mining, the restoration of land features in mined-out areas,
dumping sites and other mining area, and the contouring, covering and re-vegetation of waste rock
piles and other disturbed areas. We expect the waste disposal and reclamation process will take

approximately six months to complete.

NON-IFRS FINANCIAL MEASURES

Cash Operating Costs

Cash operating cost is not a measure calculated in accordance with IFRS and is being disclosed
in this listing document pursuant to the requirements of the Hong Kong Stock Exchange. We believe
cash operating cost is a relevant and useful measure to our investors, as it is used by our management
as a gauge of our production costs and for purposes of internal reporting and planning in connection

with our liquidity and cash requirements.

Our cash operating costs consist primarily of wages and labor, costs of materials, power and
maintenance. Our total cash operating costs increased from RMB102.7 per tonne of saleable coal
produced in 2010 to RMB123.9 in 2011, primarily due to the increase in the cost of wages and labor.
Our total cash operating costs increased from RMB123.9 per tonne of saleable coal produced in 2011
to RMB156.7 in 2012, primarily due to the increase in the cost of materials. We expect total cash
operating costs to be approximately RMB156.0 upon the completion of the optimization phase
construction of our anthracite coal mines. Set forth below are our cash operating costs of our coal
mines that were in commercial production in 2010, 2011, 2012 and the six months ended June 30,
2013.

Average Cash Operating Costs
(RMB/Tonne of Saleable Coal Produced)

Year ended Year ended Year ended Six months
December 31, December 31, December 31, ended June 30,

Category 2010 2011 2012 2013

Wages and labor ... ....... .. .. .. ... 62.7 83.2 88.9 100.7
Materials . .. ....... ... ... . ... 28.8 26.1 47.5 44.8
Power ....... ... ... . .. . 7.6 9.4 11.5 16.0
Maintenance. . .. ..., ... ... 1.2 1.6 1.7 1.5
Other........ ... ... .. .. 2.4 3.6 7.1 5.6
Total cash operating costs . .......... 102.7 123.9 156.7 168.6
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SALES AND MARKETING

We currently sell most of our anthracite coal as thermal coal to power producers in Guizhou
province. We also sell a small amount of our anthracite coal to chemical plants. As we have not entered
into any long-term sales contracts, we sell our anthracite coal in the spot market. We generally price
our anthracite coal based on the prevailing market prices in Guizhou province, the anthracite coal type
and quality, and our sales volume and the length of our relationship with the customer. The market
prices of anthracite coal have a significant effect on our average selling price. See “Financial
Information — Market Risk Disclosure — Commodity Price Risk”. In 2010, 2011, 2012 and the six
months ended June 30, 2012 and 2013, the average selling price of the anthracite coal we produced
was RMB232.4, RMB296.4, RMB323.6, RMB368.3 and RMB291.9 per tonne, respectively.

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, our five largest customers
accounted for approximately 66.6%, 73.5%, 56.7%, 73.7% and 72.8%, respectively, of our total
revenue and our largest customer accounted for approximately 29.7%, 29.2%, 24.1%, 55.3% and
24.5%, respectively, of our total revenue. In 2010, 2011, 2012 and the six months ended June 30, 2012
and 2013, five, four, four, five and five of our five largest customers, respectively, were power
producers purchasing thermal coal from us. As of June 30, 2013, the length of our relationships with
five largest customers ranged from one to five years. Prior to 2011, we derived substantially all of our
revenue from the sale of thermal coal. We believe that by increasing our sales of chemical coal and
beginning selling PCI coal, we may be able to reduce our dependency on a limited group of large
customers. None of our Directors, their associates or our Shareholders are related to or owns any
interest in any of our five largest customers.

As of June 30, 2013, we had a dedicated sales and marketing team consisting of 12 employees.
Our sales and marketing team is responsible for establishing sales networks, providing customer
support and collecting payments from customers.

COAL TRANSPORTATION

Substantially all of the anthracite coal we sell is transported to our customers by road. Most of
our customers request us to arrange for transportation, in which case we generally invoice them for
the cost of transportation on a cost-plus basis over the mine gate price of our anthracite coal, which
is the sales price of anthracite coal sold at the producing mine. We have not entered into any long-term
contracts with the providers of transportation services. All of our anthracite coal mines are accessible
by road. The Company is in the process of improving the condition of the road connecting certain of
its anthracite coal mines, including Yongsheng Coal Mine and Dayuan Coal Mine, Liujiaba Coal Mine,
Zhulinzhai Coal Mine, and the public roadway. In addition, the Competent Person also observed that
improvement of local haul roads is being undertaken.

We are contemplating the construction of a port along the Wujiang River. Upon completion, the
port is expected to allow us to transport the coal produced by Yongsheng Coal Mine by waterway, and
provide us access to markets such as Guangdong, Guangxi, Sichuan, Chongqing and Jiangxi. See “—
Our Anthracite Coal Mines — Our Expansion Plans — The Shipping Port”. The Company believes that
the existing transportation infrastructure together with its future improvements and the proposed
shipping port are expected to be sufficient for the Company’s future expansion.
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Prior to the Latest Practicable Date, we did not experience any transportation disruptions that had

a material adverse effect on our business, financial condition and results of operations.
SUPPLIERS, THIRD PARTY CONTRACTORS AND UTILITIES

The main suppliers for our mining operations include third party contractors and suppliers of
ancillary materials used in our mining operations. In 2010, 2011, 2012 and the six months ended June
30, 2012 and 2013, our purchases from our five largest suppliers were approximately RMB98.2
million, RMB109.0 million, RMB127.7 million, RMB45.7 million and RMB37.2 million, respectively,
representing approximately 57.1%, 49.8%, 42.5%, 36.3% and 26.5%, respectively, of our total
purchases. In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, our largest supplier
accounted for approximately 19.3%, 18.2%, 15.7%, 14.7% and 9.8%, respectively, of our total
purchases. Each of our five largest suppliers is a third party contractor. As of the Latest Practicable
Date, none of our Directors, their associates or our Shareholders are related to or owns any interest
in any of the five largest suppliers.

Third Party Contractors

We enter into agreements with third party contractors for the construction of our coal mines from
time to time. In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, we had 14, 20,
28, 26 and 20 third party contractors, respectively. Each of these third party contractors is an
Independent Third Party, and, to our knowledge, each of them have the relevant licenses and permits
to conduct the activities for which they are engaged except for one individual third party contractor
we engaged in 2012 who did not have the relevant licenses or permits. We engaged this individual
third party contractor to expedite the construction process and reduce the construction cost of
Yongsheng Coal Mine. Such contractor was involved in the tunneling of two mining faces of
Yongsheng Coal Mine. We examined the licenses and permits of such contractor prior to its
engagement, and we obtained an undertaking from such contractor that all the necessary licenses and
permits would be obtained within a period of three months after the engagement. Pursuant to the
undertaking, such contractor is liable to compensate us for any fines or penalties imposed on us arising
from or as a result of the engagement. We subsequently terminated our engagement with such
contractor in 2013 and did not encounter any quality or safety problems on the construction work
performed. Under the Regulations on the Administration of Construction Project Quality (i T2
B IMA) issued by the State Council on January 30, 2000, a company which engages a third
party contractor without the appropriate qualifications may be required to take remedial actions and
is subject to a fine of between RMB500,000 and RMB1 million. The persons within the company who
are directly responsible for the engagement may be subject to an additional fine ranging from 5% to
10% of the total fine imposed on the company. In order to ensure that our third party contractors have
the required licenses and permits in the future, we have improved our internal control policies with
respect to the selection of third party contractors and equipment suppliers. First, we will inspect the
licenses and permits of potential third party contractors before requesting them to submit a bid. In
addition, we will re-examine the licenses and permits of potential third party contractors during the
evaluation or competitive-bid stage to ensure that the short-listed third party contractor remains
qualified. We also plan to regularly examine our third party contractors’ licenses and permits after
their engagement throughout the contract term.
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In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, our purchases from our
third party contractors were RMB104.8 million, RMB145.5 million, RMB144.0 million, RMB77.0
million and RMB51.6 million, respectively. As of June 30, 2013, our relationships with third party
contractors ranged from one to five years. We have not engaged any third party contractors to provide
services other than for the construction of our coal mines and our coal beneficiation plant.

We select our contractors through a bidding process to ensure that our contracts are entered into
on competitive terms. In the bidding process, we focus on the bidders’ skills, expertise, experience and
reputation, in addition to the bidding price. Our contracts with third party contractors typically require
our contractors to comply with applicable laws, rules and regulations as well as our technical and
safety standards, and that they perform their work under our supervision. Moreover, our contracts with
third party contractors typically require the contractor to bear all losses or liabilities incurred as a
result of the contractors’ failure to maintain proper safety standards. We generally pay our contractors
on a monthly basis based on the percentage of work they have completed. Upon the completion of
work by our contractors, we carry out detailed inspection prior to acceptance of the work. During the
Track Record Period, we did not experience any material suspensions or delays in mine construction
as a result of any sub-standard work or improper act of our contractors. If any of our existing third
party contractors discontinues their services, we believe we will be able to engage a replacement
contractor on similar terms and conditions.

As advised by our PRC legal advisors, we are not required to purchase social insurance for the
employees of the contractors as they are not considered to be our employees under the applicable PRC
laws and regulations. We do not maintain any insurance policy to cover possible losses, damage or
costs resulting from accidents, fault or omission of the contractors and its employees.

Suppliers of Ancillary Materials

The key ancillary materials used in our mining operations include replacement parts, steel,
cement, explosives, fuel and lubricants. We generally do not enter into long-term supply agreements
with respect to our ancillary materials and we are not dependent on any single supplier. We typically
select the supplier based on various factors, including the quality and safety standard of their products,
their ability to reliably meet our supply requirements, their credit terms and their after-sales service.
We have not experienced any shortage of supplies during the Track Record Period.

Utilities

We consume a significant amount of electricity at our mining operations. All of our anthracite
coal mines receive power supply from the China Southern power grid. We have not experienced any
significant interruptions in our electricity supply during the Track Record Period. In 2010, 2011, 2012
and the six months ended June 30, 2013, respectively, our electricity cost ranged from RMBS5.6 to
RMB13.7 per tonne, RMB8.2 to RMB11.4 per tonne, RMB7.5 to RMB22.7 per tonne, and RMB10.1
to RMB45.6 per tonne, respectively.

We obtain water for our mining operations from surface and subsurface supplies, including

rivers, reservoirs and springs. We also reuse water discharged during our mining operations, and filter
and reuse waste water in our anthracite coal production activities. Our PRC legal advisors, Commerce
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& Finance Law Offices, advised us that, all of our five coal mines under the commercial production
stage have obtained water withdrawal permits and according to relevant PRC laws, while the other two
coals mines, Dayun Coal Mine and Yongsheng Coal Mine, are not required to obtain water withdrawal
permits prior to completing project acceptance inspection and commencing commercial production.
We have not experienced any significant interruptions in our water supply during the Track Record
Period. During the Track Record Period, the Company incurred a total of less than RMB40,000 for
water supply. The Company’s usage of water is not subject to any claims by indigenous groups which

would have affected its ability to access sufficient water for its operation.

We have not entered into any hedging arrangements to manage fluctuations in the prices of
supplies and raw materials. Whether we can pass on significant increases in the cost of supplies and

raw materials will depend on market conditions.

COAL TRADING

In addition to our primary business of selling anthracite coal produced from our mines, we have
from time to time engaged in coal trading activities by selling coal that we purchased from third party
suppliers since January 2011 in order to take advantage of coal price fluctuations during the ramp-up
of our production capacity. In 2011 and 2012, revenue from sales of third party coal was RMB33.1
million and RMB1.1 million, respectively, representing 31.5% and 0.8%, respectively, of our total
revenue. The decrease of revenue from sales of third party coal as a percentage of our total revenue
in 2012 was primarily due to an increase in sales of our self-produced coal, which in turn resulted from
an increase in the production output of Baiping Coal Mine in 2012 and the commencement of
commercial production at Zhulinzhai Coal Mine and Liujiaba Coal Mine in April and December 2012,
respectively. We did not sell any third party coal in 2013 and we do not expect sales of third party coal
to account for a significant part of our revenue in the future.

COMPETITION

The PRC anthracite coal market is highly fragmented. We primarily compete with other
anthracite coal enterprises in Guizhou province. Competitive factors in the PRC anthracite coal
industry include coal quality and characteristics, stability of supply, pricing, availability and cost of
transportation, reliability and timeliness of delivery and customer service. See “Risk Factors — Risks
Relating to Our Business — Competition in the PRC coal industry is intense, and we cannot assure

you that we will be able to compete effectively”.

ENVIRONMENTAL MATTERS

Our operations are subject to environmental laws, rules and regulations relating to, among
others, gas and water emissions, hazardous substances and waste management. See “Regulation —
PRC Laws Relating to Environmental Protection”. According to the relevant PRC laws and regulations
governing land reclamation, coal enterprises are required to restore the land that has been damaged
by coal mining operations. See “Regulation — PRC Laws Relating to Environmental Protection —
Regulations On Land Reclamation and Its Implementing Measures”. We set aside restricted cash and
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place cash with the relevant government authorities for the purpose of our future environmental
rehabilitation obligations as well as the settlement of asset retirement obligations. See “Financial

Information — Critical Accounting Policies and Estimates — Provision for Asset Retirement
Obligations”.
Except as disclosed in “— Regulatory Compliance” in this listing document, we have not

committed any material breaches of any environmental laws, rules or regulations applicable to us. Our
environmental protection systems and facilities comply with applicable PRC national and local
environmental protection laws, rules and regulations. As of the Latest Practicable Date, we were not
subject to any material environmental claims, lawsuits, penalties or disciplinary actions.

We emphasize environmental protection at our operations and have made significant financial
commitments towards the construction of environmental protection facilities and the establishment of
a sound environmental protection management and monitoring system. In 2010, 2011, 2012 and the
six months ended June 30, 2012 and 2013, our cost of compliance with applicable environmental laws,
rules and regulations were approximately RMB6.6 million, RMB&8.3 million, RMB11.6 million,
RMB4.6 million and RMB7.8 million, respectively. In 2013, we expect to spend an additional
RMB19.2 million for compliance with environmental obligations. The cost of compliance with
environmental obligations is expected to increase in 2013 as we expect to incur significant costs in
the construction of environmental protection facilities at Yongsheng Coal Mine and Dayuan Coal
Mine, and we expect the environmental acceptance inspections of three of our other anthracite coal
mines will be conducted in 2014.

OCCUPATIONAL HEALTH AND SAFETY

We are committed to reducing our employee fatality rate and maintaining high safety standards
at our anthracite coal mines. We have implemented a number of occupational health and safety
measures to ensure compliance with PRC regulatory requirements. We have installed methane gas
drainage facilities and mine fans at all of our anthracite coal mines in commercial production, and
each of our anthracite coal mines in commercial production has a 24-hour control room to monitor
mine conditions, a rescue room to facilitate the rescue and recovery of victims in the event of mine
accidents and a safety management team that performs regular safety inspections. All of our mine
safety managers are experienced personnel with the relevant safety and management qualifications
issued by the Guizhou government. We also have an internal safety management manual for mine
operations and have adopted detailed safety procedures pursuant to the State Coal Mine Safety
Guidelines. We conduct regular safety training sessions for our employees, including mine managers,
methane inspectors, blasters, electricians, coal miners and other workers, to improve their safety
awareness and knowledge, and we also arrange periodic health checks for our employees. Since
February 2013, we have implemented a six-part safety system at each of our operating coal mines
consisting of the following components: an electronic safety monitoring system; a wireless tracking
system that tracks the location of our underground workers; emergency exits; emergency water
supplies; emergency underground communication equipment; and compressed air stations that provide
emergency underground oxygen supplies.

In 2010, we had separate accidents involving three employee fatalities at our anthracite coal
mines, representing a fatality rate of 17.7 fatalities per million tonnes of coal produced. These
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fatalities occurred at Baiping Coal Mine, Gouchang Coal Mine and Dayuan Coal Mine and were
related to our employees’ violations of our work safety rules in relation to roof operations, mine car
operations and personal protective equipment. In 2010, 2011, 2012 and the six months ended June 30,
2012 and 2013, compensation in an aggregate amount of RMB1.62 million, RMBO0.32 million,
RMBO0.44 million, RMBO0.28 million and nil, respectively, was paid in connection with employee
accidents. Of these amounts, in each of 2010, 2011, 2012 and the six months ended June 30, 2012 and
2013: (i) RMBO0.94 million, RMB0.16 million, RMBO0.18 million, RMBO0.13 million and nil,
respectively, was paid by the Company; (ii) RMBO0.50 million, RMBO0.16 million, RMB0.26 million,
RMBO.16 million and nil, respectively, was covered by social insurance claims; and (iii) RMBO0.18
million, nil, nil, nil and nil, respectively, was covered by commercial insurance claims. See “Risk
Factors — Risks Relating to Our Business — Accidents at our coal mines or neighboring coal mines
could materially disrupt our business and operations and damage our reputation”. Since September
2010, we did not have any additional employee fatalities at our anthracite coal mines. According to
the SAWS, the average coal mine fatality rates in the PRC in 2010, 2011 and 2012 were 0.749, 0.564
and 0.374 fatalities per million tonnes of coal produced, respectively. During the Track Record Period,
we did not experience any incidents whereby production at any of our anthracite coal mines was
suspended due to safety issues regarding our own operations.

In an effort to improve our mine safety, we have implemented various initiatives since August
2010 to enhance our safety standards. We have established a safety management committee and a
safety supervision department responsible for conducting safety inspections of our coal mines. The
safety management committee members consist of the chairman, Mr. Huang Zuye, the vice-chairman,
Mr. Wan Huojin, and the other members, consisting of Mr. Hu Lubao, Mr. Cai Zhenghui, Mr. Lan
Xiaosheng, Mr. Jia Zhigang, Mr. Wu Ziping and Mr. Cheng Wenkun. A majority of the committee
members have coal mine safety management related experience. See “Directors and Senior
Management”. We have also revised our operational procedures and improved our field management
by replacing wooden support structures in our mines with metal support structures to prevent the
occurrence of roof collapses. In addition, we have adopted regular inspection and maintenance
measures, installed new safety equipment and facilities, established additional operational safety
guidelines, implemented production safety systems and enhanced training efforts. We have also
retained five registered safety engineers consisting of two dedicated safety personnel, two coal mine
managers and one chief engineer, to ensure safety at our coal mines. The Directors believe that these
safety initiatives are adequate and effective. Our PRC legal advisors, Commerce & Finance Law
Offices, are of the opinion that our Company has complied with the relevant occupational health and
safety laws and regulations in all material respects based on the confirmation letters issued by the
relevant county level Administrations of Work Safety and the Guizhou Administration of Coal Mine
Safety. The Company’s internal control consultant has conducted an assessment on the Company’s
internal control policies relating to coal mine safety management and has not observed any material
issues in the relevant internal control policies. The Competent Person, Behre Dolbear, also reviewed
the Company’s records in relation to the mining accidents and interviewed the relevant management
members to understand the safety measures implemented by the Company to prevent future mining
accidents and fatalities. The Competent Person also confirmed that such preventive measures are
substantially in compliance with relevant governmental regulations or mandatory guidelines.

In 2011, the municipal government of Jinsha county selected our “culture corridor” at Baiping
Coal Mine as a model facility for the promotion of safety. The “culture corridor” is a hallway in the
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mine with various safety instructions, procedures and reminders posted on the walls. In addition,
Yongsheng Coal Mine received the “Advanced Enterprise for Work Safety in 2012” award from Jinsha
county and our chief manager of Baiping Coal Mine also received the “Best Work Safety Employee
in 2012” award from Jinsha county.

RISK MANAGEMENT

We have adopted a risk management policy to manage our operational risks. Under our risk
management policy, our key risk management objectives include:

° developing a comprehensive risk management strategy for our Company;

° recognizing different types of risks and developing appropriate risk management strategies
based on the type of risk;

° identifying, monitoring and managing risk and our risk tolerance level; and

° balancing risk management with the development of our Company.

Under our risk management policy, our Board of Directors is responsible for establishing the key
risk management principles and objectives, while our chief executive officer is responsible for
establishing risk management measures and reviewing material risks within our Company. We have
established a compliance and audit department which is expected to be responsible for implementing
our risk management efforts, and each of our operating PRC subsidiaries has a designated risk
management department which is expected to be responsible for coordinating and supervising our risk
management efforts within the subsidiary.

QUALITY CONTROL

To ensure that our anthracite coal meets the requirements of our customers, we have established
three laboratories to test the quality of our coal. The laboratories are staffed by six quality control
employees responsible for monitoring our anthracite coal production process, conducting inspection
and testing of our anthracite coal and performing on-site inspections at our anthracite coal mines.

RESEARCH AND DEVELOPMENT

We did not incur any significant amounts on company-sponsored research or development
activities during the Track Record Period.

INTELLECTUAL PROPERTY

We believe that our operation is not materially dependent on our ownership of any intellectual
property rights. We have submitted three applications with the Trade Marks Registry of Hong Kong
for registration. See “Appendix V — Statutory and General Information — (e) Further Information
About Our Business — B. Intellectual Property Rights”.
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In respect of the approvals for the temporary usage stated in the above table which are to expire
in months of the date of the listing document, we are in process of applying for new approvals that
would extend the usage. According to the confirmation letters issued by the relevant PRC land
resources authorities, extension of the temporary usage in the above table will be timely approved
upon applications of the Company’s relevant PRC subsidiaries. Based on such confirmation letters,
our PRC legal advisors, Commerce & Finance Law Offices, have advised us that there should be no

material legal impediments to obtaining the new approvals for such temporary usage.

Our Directors confirm that none of our property interests is individually material to us in terms
of income contribution or rental expense, and no property interest owned by our Company is held by

us for property activities.

According to Rule 5.01B(2) of the Listing Rules, the listing document is exempted from the
requirement to produce a valuation report with respect to all of our interests in land or buildings
because, as of June 30, 2013, none of the properties held or leased by us has a carrying amount of 15%

or more of our combined total assets.

Owned properties

As of the Latest Practicable Date, we owned three properties with a total gross floor area of 865.9
square meters, all of which are used as office space. We have obtained building ownership certificates
and the related land use right certificates for each of these properties. All of these properties are

located in Guizhou province.

As of the Latest Practicable Date, the carrying amount of our property interests was RMB10.1
million, representing less than 15% of our total assets.

Temporary structures

As of the Latest Practicable Date, we constructed 128 temporary structures with a total gross
floor area of 61,686.0 square meters within the areas of our seven anthracite coal mines for use in our
mining operations. We have obtained the relevant confirmation letters issued by the local authorities
in the Jinsha County, Nayong County and Liuzhi Special District confirming that they will not impose
any penalties in connection with the construction of these temporary structures, and that our
subsidiaries may continue to use the temporary structures in accordance with the current uses. Our
PRC legal advisors, Commerce & Finance Law Offices, have advised that these authorities are the
competent authorities to issue the confirmation letters and such confirmation letters should not be
subject to challenge by higher governmental authorities.
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Leased properties

As of the Latest Practicable Date, we leased seven properties (including two rent free properties)
with a total gross floor area of approximately 716.3 square meters in Guizhou province, Hainan,
Shenzhen and Hong Kong for uses as office space. The leases underlying these properties have certain
defects:

° The lessors of five of these properties do not have the relevant building ownership
certificates. If the lessors do not have lawful rights to these properties, we may not be able

to continue to occupy and use such properties.

° The lease agreements of three of these properties have not been registered with the relevant
PRC authorities, which may result in correction orders by the relevant authorities and
subject us to a fine of RMB1,000 to RMB10,000.

° Two of these properties are residential properties. Our use of these properties as office
space without obtaining relevant consents may subject us to correction orders by the

relevant authorities and a daily fine of RMBS5 to RMB20 per square meter.

Our Directors do not believe that these four properties are critical to our operations.

With respect to the land for our anthracite coal mines, we have leased 19 parcels of
collectively-owned land with a total site area of approximately 470,821.0 square meters. These parcels
of land cover all of our anthracite coal mines. Although in general the term of the leases is
approximately 20 years with renewal right exercisable by us, our use of these properties for coal
mining is subject to the Guizhou government’s approval, and each approval is generally valid for only
one to two years and must be renewed thereafter. We have already obtained the relevant approvals for
all 19 parcels of leased land, and we have also obtained confirmation letters from the relevant
government authorities in Guizhou province confirming that they will not revoke their approval and
that they will, upon the expiration of the current approvals, grant additional approvals for our
continued use of the leased land for coal mining. Our PRC legal advisors, Commerce & Finance Law
Offices, have advised that we are entitled to use these 19 parcels of leased land for coal mining in

accordance with the terms in the relevant leases, approvals and confirmation letters.

We are in the process of obtaining the land use right certificates for the land we use in Dayun
Coal Mine, which cover a total area of 132,490.0 square meters. We have obtained the relevant
confirmation letter from Jinsha County Land and Resources Bureau in Guizhou province confirming
that the relevant land requisition is being processed and the authority did not anticipate any material
legal impediments in obtaining the land use right. Our PRC legal advisors, Commerce & Finance Law
Offices, have advised that the authority is the competent authority to issue the confirmation letter and

such confirmation letter should not be subject to challenge by higher governmental authorities.
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INSURANCE

We make social insurance contributions and carry basic occupational injury, medical, pension,
unemployment and maternity insurance for our employees. In line with what we believe to be industry
practice, we do not maintain any fire, liability or other property insurance covering our properties,
equipment or inventories, and we do not carry any business interruption insurance, transportation
insurance or third party liability insurance to cover claims in respect of personal injuries or property
or environmental damage arising from accidents on our properties. See “Risk Factors — Risks
Relating to Our Business — Our coal mining operations may be materially disrupted by operational

risks and natural disasters for which we have limited insurance”.
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Except as disclosed under the section headed “— Regulatory Compliance” in this listing
document, our PRC legal advisors are of the view that, as of the Latest Practicable Date, we were in
compliance with applicable laws, rules and regulations in all material respects and that we had
obtained all necessary licenses, approvals and permits that are material for our business operations in
the PRC.

We have implemented an internal policy which strictly prohibits over-production at our coal
mines since June 2011. Under this policy, our annual extraction plans and monthly production plans
are required to be formulated in strict accordance with the requirements imposed by the relevant
regulatory authorities to ensure that the planned production output remains within the permitted
production capacity as set out in the mining right permits or otherwise authorized by the relevant
government authorities from time to time. Each coal mine will be required to submit its production
data to the relevant department of the Company on a daily basis, and coal production will be
suspended immediately if the actual production output exceeds the planned production output.
Similarly, each coal mine will be required to submit its cumulative production data to the senior
management of the Company on a monthly basis, and coal production will be suspended if the
cumulative actual production output is about to exceed the permitted production capacity. In addition,
the compliance and audit department of the Company will conduct regular spot checks in order to

ensure that these measures are effectively implemented.

EMPLOYEES

As of the Latest Practicable Date, we had a total of 362 employees based in Guizhou province

and Shenzhen. The following table sets forth the number of our employees based on their function:

Function Number of employees ‘"
Administration and management. . . ... ... ... 102
ACCOUNTING . . . oo 42
Procurement and sales . ........... .. . . ... .. ... 32
Production . . . ... ... . .. e 186

Total . . . e 362

M Do not include workers provided by third party labor agencies.

As of December 31, 2010, 2011 and 2012 and June 30, 2013, we had 1,048, 1,139, 1,656 and 333
employees, respectively. In order to reduce administration cost as well as due to the suspension of the
operations of Gouchang Coal Mine, we significantly reduced the number of our employees and started

using mining workers provided by a third party labor agency since March 2013.
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As we believe having a well-trained and motivated workforce is important to our business, we
have adopted a recruitment policy that aims to attract and retain motivated and qualified employees.
Our mining employees receive training through orientation training sessions as well as on-the-job
training by our more experienced technical personnel. Moreover, our coal mine managers receive
additional technical and managerial training, and we offer certain of our employees the opportunity
to attend external training sessions held by colleges and governmental organizations.

Our employees are employed under employment contracts that set forth, among other things, the

employee’s responsibilities, remuneration and grounds for termination of employment.

In addition to our own employees, we entered into an arrangement with a third party labor agency
in December 2012 to provide mining workers. These workers are employed by the labor agency but
are supervised directly by us. As of June 30, 2013, we had 1,412 workers provided by the third party
labor agency. As advised by our PRC legal advisors, Commerce & Finance Law Offices, the

arrangement is in compliance with the applicable PRC laws and regulations in all material respects.

LEGAL PROCEEDINGS

As of the Latest Practicable Date, we were not involved in any pending or threatened litigation,
arbitration or claim of material importance, and no litigation, arbitration or claim of material
importance is known to our Directors to be pending or threatened by or against us, that would have
a material adverse effect on our financial condition and results of operations or our rights to conduct

exploration or mining activities.
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You should read the following discussion and analysis of our financial condition and results
of operations in conjunction with our consolidated financial statements as included in Appendix I

3]

— “Accountants’ Report of the Company,” which has been prepared in accordance with IFRS as
issued by the IASB. The following discussion and analysis contain forward-looking statements that
involve risks and uncertainties. Our actual results could differ materially from those anticipated in

these forward-looking statements due to various factors, including those set forth under the

sections “Forward-Looking Statements,” “Risk Factors” and elsewhere in this listing document.

OVERVIEW

We are a producer of anthracite coal based in Guizhou province of the PRC. We are primarily
engaged in the acquisition, construction and development of anthracite coal mines and the extraction
and sale of anthracite coal. Our mining assets consist of seven underground anthracite coal mines in
Guizhou province, of which five have commenced commercial production. In particular:

° Baiping Coal Mine, Liujiaba Coal Mine, Zhulinzhai Coal Mine and Dayuan Coal Mine are
in commercial production;

° Gouchang Coal Mine has commenced commercial production, but its operations have been
suspended since March 2013 under the Guizhou government’s mine consolidation policy;

° Yongsheng Coal Mine is in its pilot run phase; and

° Dayun Coal Mine is undergoing construction.

As of July 31, 2013, we had total proved and probable coal reserves of approximately 208.87
million tonnes, total measured, indicated and inferred coal resources of 407.18 million tonnes and
total permitted annual production capacity of approximately 2.34 million tonnes. In 2010, 2011, 2012
and the six months ended June 30, 2012 and 2013, we had revenues of RMB38.7 million, RMB105.2
million, RMB141.9 million, RMBS55.2 million and RMBS54.7 million, respectively, and sold 166,362
tonnes, 314,058 tonnes, 437,010 tonnes, 148,539 tonnes and 187,432 tonnes of anthracite coal,
respectively.

OUR CORPORATE TRANSACTIONS

Our Company was incorporated on January 6, 2010 as a wholly-owned subsidiary of Feishang.
Prior to the Corporate Transactions, our business was conducted by various corporate entities
controlled by Feishang. On July 12, 2011, the Corporate Transactions were completed pursuant to
which the corporate entities that have historically conducted our business were transferred to us and
became our Company’s subsidiaries. See “History and Development”. As Feishang controlled these
corporate entities before our Corporate Transactions and continued to control our Company after the
Corporate Transactions, we have accounted for our Corporate Transactions as business combinations
under common control using merger accounting. All of the information in this listing document,
including the consolidated financial statements included in Appendix [ — “Accountants’ Report of the
Company,” has been prepared as if our Company had been in existence since January 1, 2010 and as

— 149 —



FINANCIAL INFORMATION

if we had owned each of our current subsidiaries since the date on which such subsidiary came under
the control of Feishang. The assets, liabilities and results of operations of our subsidiaries were
consolidated using Feishang’s historical carrying amounts, and no amount was recognized in respect
of goodwill or any other additional assets or liabilities, and no adjustments were made to reflect fair
values as a result of the Corporate Transactions with the exception of the acquisition of Guizhou
Puxin. The financial information and financial statements included in this listing document may not
reflect what our historical financial condition and results of operations would have been if we had
actually operated on a stand-alone basis since January 1, 2010, and they are not necessarily indicative
of our future financial condition and results of operations.

LIMITED OPERATING AND PRODUCTION HISTORY

We have seven underground anthracite coal mines in Guizhou province, of which five have
commenced commercial production, one is undergoing its pilot run phase and one is under
construction. Baiping Coal Mine, Gouchang Coal Mine (currently suspended), Zhulinzhai Coal Mine,
Liujiaba Coal Mine and Dayuan Coal Mine commenced commercial production in June 2009, April
2011, April 2012, December 2012 and November 2013, respectively. We have a limited operating and
production history for you to use as a basis for evaluating our business. We did not have any
commercial production of coal until the acquisition of Guizhou Puxin in March 2010. You should
consider our prospects in light of the risks, expenses and difficulties frequently encountered by
companies in an early stage of development, particularly companies in a highly regulated and cyclical
industry such as the PRC coal industry.

In each of 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, we incurred
operating losses and had negative net cash flows from operating activities. We also incurred net losses
in each of 2011, 2012 and the six months ended June 30, 2012 and 2013 and, disregarding the effects
of a RMB624.1 million non-recurring bargain purchase gain relating to the acquisition of Guizhou
Puxin in 2010, we would have also incurred a net loss in 2010. We may continue to incur losses and
have negative net cash flows from operating activities in the future.

FACTORS AFFECTING OUR FINANCIAL CONDITION AND RESULTS OF OPERATIONS

Production Output

Our future operating results will be dependent on our ability to increase our production output.
We believe the increased production output would allow us to increase our revenue, as well as create
economies of scale that could reduce our average production costs per tonne and increase our
profitability. Our annual production output grew from 159,074 tonnes in 2010 to 436,153 tonnes in
2012. We plan on increasing our production by achieving commercial production at Yongsheng Coal
Mine and Dayuan Coal Mine and, in the long term, increasing our production capacity at Baiping Coal
Mine, Liujiaba Coal Mine, Zhulinzhai Coal Mine and Dayuan Coal Mine. Our ability to successfully
expand our production output, however, is subject to a number of significant risks and uncertainties,
including, among other things, constraints on production capacity, changing government regulations
and our relationship with the local community. See “Risk Factors — Risks Relating to Our Business
— If we are unable to successfully expand our coal production capacity, our business and prospects
would be materially and adversely affected”.
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Our production output is subject to seasonality. Typically, our production output in the first
quarter of each year is generally lower than our production output in other quarters, as our coal mining
operations are typically suspended for approximately three to five weeks during the lunar new year
holidays. In addition, our production output in the third and fourth quarters of each year is generally
higher than our production output in other quarters, mainly as a result of higher demand and more
favorable weather conditions for coal extraction.

Industry Supply and Demand of Anthracite Coal

The supply and demand of anthracite coal in Guizhou province have a significant impact on the
sales volume and average selling price of our anthracite coal. Although we expect the demand for
anthracite coal in the PRC to generally increase in the long-term, the Guizhou province’s anthracite
coal market is highly cyclical and demand and pricing trends in Guizhou province may differ
significantly from the demand and pricing trends elsewhere in the PRC. For example, although
anthracite coal prices in Guizhou province in 2012 were higher than 2011, there were significant
fluctuations in coal prices within the PRC in 2012. In particular, anthracite coal prices in Guizhou
province declined significantly in the second quarter of 2012 and again in the first half of 2013 as a
result of a slowdown of economic growth in the PRC as well as an increase in production capacity in
Shanxi province. In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, the average
selling price of the anthracite coal we produced was RMB232.4, RMB296.4, RMB323.6, RMB368.3
and RMB291.9 per tonne, respectively. In general, the Guizhou province’s anthracite coal markets are
affected by many factors beyond our control, including:

° general economic conditions in Guizhou province as well as the PRC;

° regional supply and demand for anthracite coal;

° competition from other energy sources or alternatives to anthracite coal;
° abnormal weather conditions;

° speculative coal trading;

° the respective economic, energy, environmental, health and safety and other policies of the
Guizhou province and PRC governments; and

° fluctuations in the development and growth of industries with high demand for anthracite
coal, including the power, chemical, iron and steel, and building materials industries.

Product Mix

Anthracite coal is typically sold as thermal coal, chemical coal or PCI coal. Generally, thermal
coal has lower average selling prices and lower margins than chemical coal and PCI coal. According
to China Coal Resource, the average selling price of thermal coal in Guizhou province in 2012 was
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RMB323.0 per tonne, compared to RMB486.0 to RMB1,007.0 per tonne for chemical coal (depending
on the type and characteristic of coal) and RMB952.0 per tonne for PCI coal. Accordingly, our ability
to produce, market and sell our anthracite coal as chemical coal or PCI coal will have a significant
impact on our revenue and profitability.

Prior to 2011, we derived substantially all of our revenue from the sale of thermal coal. In 2011,
2012 and the six months ended June 30, 2012 and 2013, we derived approximately 5%, 5%, nil and
1.2% of our revenue from the sale of chemical coal we produced. Subject to market conditions and
the Guizhou government’s annual guidance on supply of thermal coal to power plants, we intend to
significantly increase our sales of chemical coal in the future and begin selling PCI coal in 2014. Our
ability to sell chemical or PCI coal has been constrained as our annual production levels were
determined based in large part on the Guizhou government’s annual guidance relating to the provision
of certain minimum amounts of thermal coal to power plants operating in Guizhou province, which
has taken up a significant portion of our production capacity. See “Regulation — PRC Laws relating
to the Coal Industry — Supply of thermal coal to power plants”. We believe that by increasing our
production capacity, we will be able to sell a larger percentage of our anthracite coal as chemical or
PCI coal. However, our ability to effectively produce and sell chemical coal and PCI coal is subject
to a number of risks and uncertainties. See “Risk Factors — Risks Relating to Our Business — We
may not be able to successfully produce, market and sell chemical and PCI coal, which could
materially and adversely affect our business and prospects”. To date, we only have entered into four
non-binding cooperation arrangements relating to the sale of chemical coal, and we have not entered
into any binding agreement for the sale of chemical coal or PCI coal.

Financing Arrangements

Coal mining is a capital intensive business, and we will need a substantial amount of cash to meet
our working capital requirements and expand our production capacity. As we have not generated any
net cash flows from our operating activities, we have relied on, and will continue to rely on, short-term
and long-term borrowings to finance our operations and capital expenditures. Our finance costs for
bank borrowings and mining right payables (including capitalized interest) increased from RMB21.8
million in 2010 to RMB60.9 million in 2011 and RMB89.4 million in 2012, and increased from
RMB41.4 million for the six months ended June 30, 2012 to RMBS56.2 million in the same period in
2013, and we expect our finance costs to continue to increase in the future. In the past, we have
financed a significant portion of our cash requirements with non-interest bearing loans from
companies controlled by Mr. Li Feilie, our chairman and chief executive officer. If these loans had
been interest-bearing, our finance costs would have been significantly higher. In March 2013, we
repaid a significant portion of the non-interest bearing loans from companies controlled by Mr. Li
Feilie with interest-bearing bank and other borrowings, and we do not anticipate receiving additional
non-interest bearing loans from our related parties in the future. In July 2013, we obtained a legally
binding commitment letter from China Minsheng Bank to provide a term loan with an aggregate
principal amount of up to RMBI1.6 billion that may be drawn down on or before January 29, 2015,
subject to certain conditions. In addition, in October 2013, we obtained a legally binding commitment
letter from China Merchants Bank to provide a term loan with an aggregate principal amount of up
to RMB350 million that may be drawn down on or before March 10, 2015, subject to certain
conditions. See “— Liquidity and Capital Reserves”. As of October 31, 2013, the total outstanding
amount of our non-interest bearing loans was RMB131.0 million.
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Regulatory Environment

Coal mining is a highly regulated industry in the PRC, and the regulatory regime applicable to
our operations is rapidly evolving. In particular, in response to a number of highly-publicized
mining-related accidents and fatalities, the PRC regulatory authorities have recently taken a number
of measures to improve mine safety, some of which have significantly affected our business and
operations. For example, Gouchang Coal Mine was required to suspend its operations from March
2012 to August 2012 under certain newly implemented mine gas control requirements in Guizhou
province. Moreover, in 2012, the Guizhou government required certain coal mines utilizing drilling
and blasting mining methods to upgrade to semi-mechanical longwall mining methods, which required
us to incur significant time and expense to redesign and upgrade Liujiaba Coal Mine. In addition to
mine safety measures, regulatory authorities in the PRC may also impose various taxes, duties, levies
or take other actions as part of the PRC’s overall economic, environmental or energy policies. For
example, the Guizhou government levies a coal price adjustment fund levy on the coal sold by local
coal producers and the rate of the coal price adjustment fund levy is subject to changes from time to
time based on prevailing government policies. Furthermore, under the coal mine consolidation policy
promulgated by the Guizhou government in March 2013, operations at Gouchang Coal Mine have been
suspended since March 2013 pending the acquisition by us of a nearby coal mine and Gouchang Coal
Mine achieving certain production capacity requirements in accordance with Guizhou province’s coal
mining consolidation policy. These regulatory developments have significantly affected our pricing,
production capacity, production costs and capacity expansion schedule, and we expect that our
business, financial condition and results of operations will continue to be significantly affected by
future regulatory developments.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

Our significant accounting policies are set forth in note 2.4 to our consolidated financial
statements included in Appendix I — “Accountants’ Report of the Company”. The preparation of our
consolidated financial statements requires our management to make judgments, estimates and
assumptions that affect the amount reported in our consolidated financial statements. These
judgments, estimates and assumptions are based on historical experience and other factors, including
expectations of future events that are believed to be reasonable under the circumstances, and actual
results could differ significantly. We have identified the following accounting policies as critical to
an understanding of our financial condition and results of operations, because the application of these
policies requires significant management judgments, estimates and assumptions, and the reporting of
materially different amounts could result if different judgments were made or different estimates or
assumptions were used.

Impairment of Property, Plant and Equipment

Long-lived assets, such as property, plant and equipment, are reviewed for impairment whenever
events or changes in circumstances indicate that the carrying amounts may not be recoverable. An
impairment loss for a long-lived asset is recognized for the amount by which the asset’s carrying
amount exceeds its recoverable amount. The recoverable amount is the higher of the asset’s fair value
less costs to sell the asset and the asset’s value in use. When our management estimates the
recoverable amount of an asset, various assumptions are made, including the future cash flows
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expected to be associated with the asset and the applicable discount rate. If future events do not
correspond to these assumptions, the recoverable amounts may need to be revised, which may lead to
impairment losses and adversely affect our financial condition and results of operations. In the six
months ended June 30, 2013, we recognized impairment losses on property, plant and equipment of
RMB184.4 million in connection with the suspension of Gouchang Coal Mine since March 2013.

Units-of-Production Depreciation for Mining-Related Assets

Mining-related assets, including mining rights and mining-related buildings, mining structures
and mining-related machinery and equipment, are depreciated or amortized using the
units-of-production method based on the actual units of coal production over the estimated coal
reserves of our mines. As a result, changes in our coal reserve estimates could significantly affect our
financial condition and results of operations. In particular, a reduction in our estimated coal reserves
would increase depreciation and amortization expenses per unit of coal production and reduce our
gross margins as well as increase our losses. See the section entitled “— Critical Accounting Policies
and Estimates — Reserve Estimates”.

Useful Lives of Non-Mining Related Property, Plant and Equipment

Non-mining related property, plant and equipment are depreciated over their estimated useful
lives using the straight-line method. The useful life of an asset is the period over which the asset is
expected to be available for use, and our management estimates the useful lives of our non-mining
related property, plant and equipment based on a collective assessment of technology and industry
conditions as well as historical experience with similar assets. The estimated useful lives of
non-mining related property, plant and equipment are reviewed periodically and updated if
expectations differ from previous estimates due to physical wear and tear, technical or commercial
obsolescence or legal or other limits on the use of such assets. Changes in such estimates could
significantly affect our financial condition and results of operations. In particular, a reduction in the
estimated useful lives of non-mining related property, plant and equipment would increase
depreciation expenses and reduce operating income, as well as result in write-off or write-down of
obsolete assets in certain cases. The estimated useful lives of our non-mining related property, plant
and equipment are as follows:

Estimated Useful Lives

Non-mining related buildings. ... .......... .. .. .. .. ... ... .. ... 15-35 years
Non-mining related machinery and equipment . ................... 5-15 years
Motor vehicles. . ... ... 5-8 years

Reserve Estimates

Proved and probable coal reserve estimates are estimates of the amount of coal that can be
economically and legally extracted from our mines. In estimating our coal reserves, our management
reviews recent production and technical information of each mine, considers the potential for
unforeseen geological and technical difficulties, and makes various assumptions and estimates relating

— 154 —



FINANCIAL INFORMATION

to the price of coal, production costs, transportation costs of coal and expected recovery rates. Our
management reviews our coal reserve estimates annually or when information becomes available that
indicates our coal reserve estimates would need to be revised. For example, during the course of our
operations, additional geological or other information may become available that would require our
management to update certain assumptions it used in estimating our coal reserves. Changes to coal
reserve estimates could significantly affect our financial condition and results of operations. In
particular, a change in our estimated coal reserves could have the following effects:

° reduce the carrying values of certain of our assets, including mining rights, due to changes
in the estimated future cash flows associated with such assets;

° increase depreciation or amortization expenses relating to assets that are depreciated or
amortized using the units-of-production method based on our estimated coal reserves;

° asset retirement obligations and related accretion expenses may be affected if estimates of
the expected timing and cost of our asset retirement expenditures are affected by changes
in our estimates of coal reserves; and

° reduce the carrying value of deferred tax assets due to changes in the estimated likelihood
of recovery of the tax benefits.

Impairment of Trade and Other Receivables

We recognize a provision for impairment of our trade and other receivables when there is
objective evidence that we will not be able to collect all of the amounts due under the terms of our
invoice, including the probability of insolvency or significant financial difficulties of the customer,
as well as significant changes in the technological, economic or legal environment that may have an
adverse effect on the customer. Our management takes into account our historical write-off
experience, the age of the receivable, the credit history of the customer and current market conditions
when making a provision, and our management will reassess our provisions at the end of each
reporting period. If the customer’s financial condition deteriorates or if its repayment ability is lower
than we had anticipated, our impairment losses may increase, and our financial condition and results
of operations, as well as liquidity, would be materially and adversely affected. Historically, we have
not experienced any impairment losses from our trade and other receivables. During the Track Record
Period, we have not made any provisions for impairment of trade and other receivables.

Income Taxes

There are certain transactions for which the ultimate tax determination is uncertain during the
ordinary course of business. We recognize tax liabilities based on estimates of whether additional
taxes will be due. If the final tax outcome of certain transactions is different from the amounts that
were initially recognized, the difference will impact the income tax and deferred tax provisions in the
period in which the determination was made.

Deferred tax is provided, using the liability method, based on temporary differences arising
between the tax bases of assets and liabilities and their carrying amounts in our consolidated financial
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statements. Deferred income tax is determined using tax rates and laws that have been enacted or
substantively enacted and which are expected to apply when the related deferred income tax asset is
realized or the deferred income tax liability is settled. In addition, deferred tax assets are recognized
only to the extent it is probable that we would have sufficient future taxable income against which any
deductible temporary differences, unused tax credits or unused tax losses could be utilized. If the
actual or expected tax rates and laws in the future are different from our original estimates, or if our
actual or expected future taxable income is lower than we had estimated, the carrying amount of
deferred tax assets and liabilities would be affected in the period in which such estimates have

changed.

Provision for Asset Retirement Obligations

Asset retirement obligations are the present value of the expenditures that we expect to incur in
relation to the closure of our mines following the exhaustion of their coal reserves, including

dismantling mining structures and restoring the land.

Provisions for asset retirement obligations are recognized when the Company has a present
obligation (legal or constructive) as a result of a past event, and it is probable that an outflow of
resources embodying economic benefits will be required to settle the obligation and a reliable estimate
can be made of the amount of the obligation.

Our assessment of potential liabilities and estimate of necessary reserves for rehabilitation are
based on: (i) our assessment of the applicable environmental laws, policies and/or standards
promulgated by the PRC governmental authorities; and (ii) our calculations of the amount and timing
of future cash expenditures needed to fulfil our assessed obligations. Expenditure estimates are
adjusted for inflation and market risk premium, and then discounted at a rate that reflects the current
market assessments of the time value of money and the risks specific to the liability such that the
amount of provision reflects the present value of the expenditures expected to be required to fulfil the
obligation. We recognize asset retirement obligations according to IAS 37, and record a corresponding
asset in the period in which the liability is incurred. The asset is depreciated using the
units-of-production method by the actual unit of production over the estimated proved and probable
reserves of the coal mines. After the initial recognition of an asset retirement obligation, it is accreted
to reflect the increase in the present value of our expected expenditures due to the passage of time,

and a corresponding accretion expense will be recognized as financial cost.

Asset retirement obligations are determined based on our management’s past experience, its
estimates of the timing and amount of the future expenditures, its expectations of future regulatory
requirements, as well as various assumptions regarding the applicable discount rate to be used for
purposes of calculating the present value. Our management regularly reviews our asset retirement
obligations, which will be revised if any of our management’s estimates, expectations or assumptions
change. Changes of these estimates, expectations and assumptions could result in an adjustment of the
carrying value of the asset retirement obligations as well as changes to the related accretion expenses.
The Company’s policy for making provision for asset retirement obligations, to the knowledge of the

Company, is in line with those of comparable coal mining companies in the PRC.
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While we believe that our asset retirement provisions are adequate, the amounts estimated for
future liabilities may differ materially from the costs that will actually be incurred to rehabilitate our
mine sites in the future. In particular, changes in environmental laws and regulations may increase the

costs of environmental rehabilitation.

Our provision for asset retirement obligation was RMBS5.5 million, RMB6.0 million, RMB7.1
million and RMB7.8 million as at December 31, 2010, 2011 and 2012 and June 30, 2013, respectively.
Based on the proved and probable reserves of the coal mines as of June 30, 2013, the provision for

asset retirement obligation per tonne of coal reserve was approximately RMBO0.04.

DESCRIPTION OF THE KEY COMPONENTS OF OUR RESULTS OF OPERATIONS

Revenue

We generate our revenue primarily from the production and sale of anthracite coal. In 2011 and
2012, we also generated a portion of our revenue from sales of anthracite coal purchased from third
parties, as we engaged in coal trading activities to take advantage of coal price fluctuations during the
ramp-up of our production capacity. In 2011 and 2012, revenue from sales of third party anthracite
coal was RMB33.1 million and RMBI1.1 million, respectively, representing 31.5% and 0.8%,
respectively, of our revenue in those years. We do not expect to generate any significant revenue from

sales of third party coal in the future.

We sell a significant portion of our anthracite coal as thermal coal to power producers in Guizhou
province. As a result, we are dependent on a limited number of customers for a substantial portion of
our revenue. In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, we derived 66.6%,
73.5%, 56.7%, 73.7% and 72.8%, respectively, of our revenue from anthracite coal sales to our five
largest customers. We believe that by diversifying our product mix to include increased sales of
chemical coal and sales of PCI coal, our dependency on a limited number of large customers will
decrease.

We recognize revenue from the sale of anthracite coal when the significant risks and rewards of
ownership have passed to the customer and when collectability is reasonably assured. The point at
which the significant risks and rewards of ownership is deemed to have passed to the customer is
determined based on the terms of the sale. Typically, we recognize revenue upon delivery to and
acceptance of our anthracite coal by our customers. Unless we receive payment in full at the time
revenue is recognized for the sale, we would record the receivable in respect of the sale as a trade
receivable. We offer a credit term of up to three months to customers. Our trade receivables are
non-interest bearing, and we do not hold any collateral over our trade receivables. For customers with
whom we have no prior trading history, we generally require immediate cash payment or advance

payment.
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Most of our customers request us to arrange for transportation of the anthracite coal they
purchase from us. We generally charge our customers separately for the cost of transportation and
record as revenue any excess of the amount we collect over the cost of arranging the transportation.
In some circumstances, the amount we charge our customers for the cost of transportation may be less
than our cost of arranging the transportation, in which case we would deduct the amount of the
deficiency against the revenue recognized for the corresponding sale.

We recognize revenue net of value-added taxes. All of the anthracite coal we sell is subject to
a value-added tax of 17.0% in the PRC. Pursuant to applicable PRC regulations, we add value-added
taxes to the invoiced price of our sales, and we remit the value-added taxes we collect from our
customers to the PRC tax authorities, subject to applicable deductions. The difference between the
amount of value-added taxes we collect and the amount of value-added taxes we pay is recorded in
our consolidated statements of financial position as prepayments, deposits and other receivables, or

other payables and accrued liabilities, as applicable.

We are also required by the Guizhou government to pay a coal price adjustment fund levy on the
anthracite coal we sell. The invoiced price of our anthracite coal sales may be inclusive or exclusive
of this levy, depending on negotiations with the customer on a case-by-case basis. Any coal price
adjustment fund levy we recover from our customers will be included in our revenue, and any coal
price adjustment fund levy we are required to pay to the Guizhou government will be included in our

cost of sales.

Cost of Sales

The following table sets forth a breakdown of our costs of sales for the periods indicated:

Year ended December 31, Six month ended June 30,
2010 2011 2012 2012 2013
(unaudited)

(RMB in thousands)

Cost of inventories sold. ............ 19,413 65,808 66,963 21,593 29,001
Price adjustment fund .............. 2,624 4,995 12,116 7,135 2,792
Sales tax and surcharge ............. 1,856 1,812 3,897 1,216 1,834
Utilization of safety fund and

production maintenance fund ....... 1,560 1,674 12,913 452 6,326
Total . ...... ... .. .. .. . ... 25,453 74,289 95,889 30,396 39,953
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In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, cost of sales was
RMB25.5 million, RMB74.3 million, RMB95.9 million, RMB30.4 million and RMB40.0 million,
respectively. Our cost of sales consists primarily the cost of sales of our self-produced coal, which

include:

° Cost of inventories sold, including (i) direct labor costs for personnel involved in our coal
mining operations, (ii) depreciation and amortization expenses of mining-related assets,
(iii) cost of materials consisting of explosives, mine roof support materials, steel, cement
and diesel fuel and (iv) other miscellaneous cost of sales consisting of the cost of utilities,

repair and maintenance expenses and overhead;

° Price adjustment fund levy;

° Sales tax and surcharge; and

° Utilization of safety fund and production maintenance fund.

In 2011 and 2012, our cost of sales also included the cost of purchasing third party coal in
connection with our coal trading activities. In 2011 and 2012, cost of purchasing third party coal was
RMB30.2 million and RMB1.1 million, respectively, representing approximately 40.7% and 1.2%,
respectively, of our total cost of sales. We did not sell any third party coal after 2012.

We believe our product mix will be one of the most important factors in determining our cost of
sales as a percentage of our revenue. In particular, chemical coal and PCI coal, which generally
command significantly higher average selling prices than thermal coal, do not cost significantly more
to produce than thermal coal. We currently sell most of our anthracite coal as thermal coal, and we
cannot assure you that we will be able to successfully produce and sell chemical coal or PCI coal. See
“Risk Factors — Risks Relating to Our Business — We may not be able to successfully produce,
market and sell chemical and PCI coal, which could materially and adversely affect our business and

prospects”.

Selling and Distribution Expenses

Our selling and distribution expenses primarily consist of salaries and benefits for our sales staff,
travel expenses and other miscellaneous selling expenses. In 2010, 2011, 2012 and the six months
ended June 30, 2012 and 2013, selling and distribution expenses were RMB2.9 million, RMB2.9
million, RMB3.7 million, RMB1.4 million and RMB2.7 million, respectively, representing 7.5%,
2.8%, 2.6%, 2.6% and 5.0%, respectively, of our revenue. As we intend to increase our marketing and

sales of chemical coal, we expect our selling and distribution expenses to increase in future periods.
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Administrative Expenses

The following table sets forth a breakdown of our administrative expenses for the periods

indicated:
Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
(unaudited)
(RMB in thousands)

Wages and labor. .. .............. 34,771 22,499 33,342 15,045 18,068
Public relation . ................. 5,055 8,504 12,034 5,120 6,671
Office expenses . ................ 4,308 5,720 6,843 3,537 3,285
Depreciation and amortisation. . . .. .. 715 1,895 2,820 1,604 1,611
Taxes .. ... 3,988 2,678 4,336 1,544 2,766
Maintenance . . .. ... ... ... ... ... 1,427 2,501 3,325 1,285 2,014
Professional service fee .. ......... 1,418 759 9,544 1,841 15,387
Loss on suspension of production. . .. — — 3,278 2,948 6,476
Others ....... ... . . . . . ... ... 4,140 4,876 1,812 1,051 1,145
Total. .......... ... ... ... .. .... 55,822 49,432 77,334 33,975 57,423

Our administrative expenses consist mainly of salaries and benefits for our management and
administrative personnel, depreciation and amortization expenses for our non-mining related assets,
losses resulting from suspensions of mining operations, professional advisor fees, travel and
entertainment expenses, miscellaneous office expenses and utilities. In 2010, our administrative
expenses also included share-based compensation expenses of RMB17.0 million relating to share
options granted to Mr. Li Feilie by CHNR to purchase 1,000,000 shares of CHNR. The options were
granted in January 2008 and the related share-based compensation expenses were amortized over three
years from 2008 to 2010. We did not have any share-based compensation expenses in 2011 or 2012.
See note 28 to our consolidated financial statements included in Appendix I — “Accountants’ Report
of the Company”. Our administrative expenses increased by 69.0% from RMB34.0 million in the six
months ended June 30, 2012 to RMBS57.4 million in the same period in 2013. This increase primarily
reflected expenses incurred in connection with the preparation for the Listing, losses incurred from the
suspension of production at Gouchang Coal Mine since March 2013, as well as higher payroll

expenses for our administrative staff following the expansion.
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In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, our administrative
expenses were RMBS55.8 million, RMB49.4 million, RMB77.3 million, RMB34.0 million and
RMBS57.4 million, respectively, representing 144.4%, 47.0%, 54.5%, 61.6% and 104.9%, respectively,
of our revenue. We expect our administrative expenses to increase in the future as our business and
production capacity expands. Moreover, after the completion of our Listing, we will become a
stand-alone independent public company and will incur significantly higher levels of legal,
accounting, compliance and other administrative expenses than we did as a wholly-owned subsidiary
of CHNR. Also, as we intend to adopt the Share Option Scheme after the completion of the Listing
to incentivize our management and employees, we expect our share-based compensation expenses to

increase significantly in the future.

Impairment Loss on Property, Plant and Equipment

We incurred impairment loss on property, plant and equipment of RMB184.4 million in the six
months ended June 30, 2013 in connection with the suspension of Gouchang Coal Mine since March
2013. After considering the estimated length of time of suspension, and the estimated production
capacity upon resumption of operation, of Gouchang Coal Mine, our management determined that
RMB184.4 million of the carrying amount of Gouchang Coal Mine’s total non-current assets of
RMB256.6 million may not be recoverable. Our management determined the recoverable value of
Gouchang Coal Mine primarily based on the mine’s fair value less cost of disposal using pre-tax cash
flow projections, adopting certain key assumptions based on the mine’s past performance and the
management’s expectations on market developments, applying a discount rate of 15.05%, and
assuming that the Gouchang Coal Mine could resume operations by the end of 2015. See “— Critical
Accounting Policies And Estimates — Impairment of Property, Plant and Equipment”. We may

recognize additional impairment losses with respect to Gouchang Coal Mine in the future.

Other Operating Expenses

Our other operating expenses primarily consist of mine pre-development expenses,
administrative penalties and fines, relocation compensation paid to local residents, as well as other
miscellaneous levies and charges. In 2010, 2011, 2012 and the six months ended June 30, 2012 and
2013, our other operating expenses were RMB9.0 million, RMB1.5 million, RMB1.6 million, RMBO0.6
million and 1.9 million, respectively, representing 23.3%, 1.5%, 1.1%, 1.2% and 3.4%, respectively,

of our revenue.
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Finance Costs

The following table sets forth a breakdown of our finance costs for the years indicated:

Year ended December 31, Six months ended June 30,

2010 2011 2012 2012 2013

(RMB in thousands)

(unaudited)
Interest on interest-bearing bank
and other borrowings ........ 15,987 48,980 83,490 38,208 52,934
Interest on payable for mining
rights . ......... ... .. ... 5,845 11,908 5,892 3,231 3,235
Total interest expense ......... 21,832 60,888 89,382 41,439 56,169
Less: capitalized interest . ... ... (16,224) (30,065) (45,609) (21,155) (20,446)
Bank charges .. ........... ... 90 475 123 72 46
Entrusted loan commission fee. . . — — — — 7,612
Accretion expenses . .......... 309 543 637 299 350
6,007 31,841 44,533 20,655 43,731

Interest on interest-bearing loans is the largest component of our finance costs. Our
interest-bearing bank and other borrowings consist of short-term and long-term bank and other
borrowings. As of December 31, 2010, 2011 and 2012 and June 30, 2013, we had total outstanding
interest-bearing loans of RMB418.7 million, RMB735.9 million, RMB1,013.5 million and 1,759.3
million, respectively, with effective interest rates ranging from 5.94% to 8.32%, 6.22% to 9.84%,
5.94% to 9.47% and 6.40% to 9.00%, respectively. We expect our interest on interest-bearing bank and
other borrowings to increase significantly in future periods, as we intend to increase our short-term
and long-term borrowings to fund our operations and capital expenditures. In March and May 2013,
we entered into a RMB400.0 million one-year bank loan (bearing a floating annual interest rate of 20%
above the one-year base lending rate published by the PBOC) with China Minsheng Bank and a
RMB300.0 million 8.00% two-year entrustment loan with Huachuang Securities, respectively, to
refinance certain of our non-interest bearing loans from companies controlled by Mr. Li Feilie.

Interest on payable for mining rights relates to our interest expense under our installment
payment plans with the Guizhou Provincial Department of Land and Resources in respect of our
mining right permits. The interest rate applicable to these installment payment plans is determined
annually based on the PBOC’s official benchmark interest rates.

Capitalized interest relates to borrowing costs that directly relate to the acquisition or
construction of coal mines that have not commenced commercial production. These borrowing costs
are capitalized as part of the cost of the coal mine and not expensed in the period they are incurred.
Once commercial production has commenced, however, these borrowing costs may no longer be
capitalized and must be expensed in the period incurred. As a result, if we achieve commercial
production at additional coal mines in the future, our finance costs may increase.
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Bank charges include miscellaneous fees and charges in connection with our long-term and
short-term bank borrowings. As we replaced certain of our intra-company loans with entrustment loans

since March 2013, we expect our bank charges to increase in future periods.

Entrusted loan commission fees includes miscellaneous fees and charges in connection with

entrusted loans.

Accretion expenses reflect the increase in the present value of our asset retirement obligations
due to the passage of time. Accretion expenses are expected to generally increase over time and may
be affected by changes in estimates and assumptions regarding the applicable discount rates as well
as changes to our estimated asset retirement obligations. See “— Critical Accounting Policies — Asset
Retirement Obligations”.

Our finance costs increased significantly from RMB20.7 million in the six months ended June
30, 2012 to RMB43.7 million in the same period in 2013, principally due to a 38.5% increase in
interest expenses on interest-bearing bank and other borrowings from RMB38.2 million in the six
months ended June 30, 2012 to RMB52.9 million in the same period in 2013. We expect our finance
costs to increase in 2013 compared to 2012. If we are unable to capitalize certain finance cost, our
increase in finance costs may continue to be substantial in the foreseeable future primarily due to the
debt and financing costs associated with the capital expenditures that we expect to incur for our

expansion plans.

Gain on Bargain Purchase of a Subsidiary

In March 2010, we acquired Guizhou Puxin for a cash consideration of RMB150.0 million, which
was less than the fair value of its net assets of RMB774.1 million at the time of the acquisition. As
a result, we recognized a one-time gain on bargain purchase of RMB624.1 million in connection with
the transaction. The bargain purchase gain arose from the distressed sale by the unrelated third parties
primarily due to the consolidation of smaller coal mines by the PRC government. This gain is
non-recurring and non-cash and should not be viewed as indicative of our future earnings. See

“History and Development”.

Net non-operating expense

Net non-operating expense primarily consists of losses on disposal of non-current assets and
certain required sponsorships and contributions to the community and certain government
organizations. In 2010, 2011, 2012 and the six months ended June 30, 2012, our net non-operating
expense was RMB1.6 million, RMBO0.9 million, RMB2.2 million and RMB1.8 million, respectively.

In the six months ended June 30, 2013, our net non-operating income was RMB1.2 million.
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Taxation

British Virgin Islands Income Tax

Our Company is not subject to any income or capital gains tax under the current laws of the
British Virgin Islands. There are currently no dividend withholding taxes in the British Virgin Islands.

Hong Kong Profits Tax

We have one subsidiary, Smartact, incorporated in Hong Kong. Under current Hong Kong laws,
companies incorporated in Hong Kong are subject to profits tax at a rate of 16.5%. We have not made
any provision for Hong Kong profits tax as we did not have any assessable profits arising in Hong
Kong in 2010, 2011, 2012 or the six months ended June 30, 2013, and Smartact is exempt from
foreign-derived income. There are currently no dividend withholding taxes in Hong Kong.

PRC Income Tax

On March 16, 2007, the PRC National People’s Congress adopted the PRC Enterprise Income Tax
Law, which became effective on January 1, 2008. Under the PRC Enterprise Income Tax Law, our PRC
subsidiaries are subject to annual enterprise income tax at a rate equal to 25% of their taxable income.
Under the PRC Enterprise Income Tax Law, all dividends paid by our PRC subsidiaries to Smartact
are subject to a 5% or 10% withholding tax depending on the availability of the relevant tax treaty.
No such dividends were paid in 2010, 2011 or 2012.

In 2010, 2011, 2012 and the six months ended June 30, 2013, the effective tax rates were 1.09%,
-17.7%, 18.4% and 18.5%, respectively. The changes in the effective tax rates during the Track Record
Period primarily reflect different requirements by the Guizhou province’s local taxation bureau on
enterprise income tax determination and, in the case of 2010, the gain on bargain purchase of Guizhou
Puxin. Prior to 2012, certain of our PRC subsidiaries, including Dayuan Coal, Gouchang Coal, Baiping
Mining, Xinsong Coal and Linjiaao Coal were required by the Guizhou province’s local taxation
bureau to pay enterprise income tax at a rate of 25% of their “deemed profits” rather than 25% of their
taxable income as determined under the PRC Enterprise Income Tax Law. The “deemed profits” of
these subsidiaries, which were determined based on the actual revenue of these subsidiaries less
certain “deemed expenses” as determined by the Guizhou province’s local taxation bureau, were
significantly higher than their taxable income. As a result, in periods prior to 2012, these PRC
subsidiaries paid a higher amount of enterprise income tax than what the PRC Enterprise Income Tax
law would have otherwise required, including the additional amounts of enterprise income tax of
RMB1.8 million in 2010 and RMB1.5 million in 2011, which would not be required under the PRC
Enterprise Income Tax law. In 2012, the Guizhou province’s local taxation bureau confirmed in
writing that these PRC subsidiaries should have only been subject to income tax at a rate of 25% of
their taxable income as determined under the PRC Enterprise Income Tax Law since January 2011. As
a result, we recognized deferred tax assets for prior year tax losses in the amount of RMB15.3 million
in 2012. According to the Guizhou province’s local taxation bureaus, it had been the general practice
to require enterprises to pay enterprise income tax based on “deemed profits”. See note 12 to our
consolidated financial statements included in Appendix I — “Accountants’ Report of the Company”.
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RESULTS OF OPERATIONS

You should read the summary historical consolidated financial statements set forth below in
conjunction with our consolidated financial statements included in the Appendix I — “Accountants’

LR}

Report of the Company,” together with the accompanying notes, which have been prepared in
accordance with IFRS as issued by the IASB. The summary historical consolidated income statements
for the years ended December 31, 2010, 2011 and 2012 and the six months ended June 30, 2012 and
2013 and the selected consolidated statements of financial position as of December 31, 2010, 2011 and
2012 and June 30, 2013 set forth below are derived from our consolidated financial statements,

including the notes thereto, set forth in Appendix I — “Accountants’ Report of the Company”.

Consolidated Income Statements

Six months ended

Year ended December 31, June 30,
2010 2011 2012 2012 2013
(Unaudited)
(RMB in thousands, except per share data)

Revenue . ... ..................... 38,668 105,211 141,939 55,156 54,716
Costofsales. . .................... (25,453) (74,289) (95,889) (30,396) (39,953)
Gross profit . ....... ... ... ... ... 13,215 30,922 46,050 24,760 14,763
Selling and distribution expenses ...... (2,918) (2,930) (3,694) (1,412) (2,728)
Administrative expense . .. ........... (55,822)  (49,432) (77,334) (33,975) (57,423)
Impairment loss on property, plant and

equipment . . ... ... — — — —  (184,417)
Other operating expenses ............ (9,020) (1,545) (1,624) (643) (1,880)
Operating Loss .. ................. (54,545)  (22,985) (36,602) (11,270) (231,685)
Finance costs ... .................. (6,007) (31,841) (44,533) (20,655) (43,731)
Interest income . . . ................. 115 564 1,048 814 977
Gain on bargain purchase of a

subsidiary . ......... ... . .. ... ... 624,148 — — — —
Non-operating income / (expenses), net. . (1,577) (888) (2,179) (1,810) 1,215
Profit / (Loss) before Income Tax. .. .. 562,134 (55,150) (82,266) (32,921) (273,224)
Income tax (expense) / benefit ........ (6,141) (9,750) 15,210 (5,784) 50,468
Profit / (Loss) for the Year / Period ... 555,993 (64,900) (67,056) (38,705) (222,756)
Attributable to:

Owner of the Company ............ 562,432 (64,165) (75,312) (40,861) (221,947)

Non-controlling interests . . ......... (6,439) (735) 8,256 2,156 (809)

555,993 (64,900) (67,056) (38,705) (222,756)

Earnings / (Losses) per Share
attributable to Owner of the

Company
Basic. . ......... ... .. .. 562,432 (64,165) (75,312) (40,861) (221,947)
Diluted . . ........................ 562,432 (64,165) (75,312) (40,861) (221,947)
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Consolidated Statements of Financial Position

As of
As of December 31, June 30,
2010 2011 2012 2013
(RMB in thousands)
Assets
Non-Current Assets
Property, plant and equipment. . .......... 1,789,275 2,030,611 2,327,641 2,287,056
Rehabilitation fund. . .................. 19,507 23,018 29,894 41,783
Prepayments, deposits and other receivables . 15,510 71,846 115,821 117,039
Deferred tax assets. . .................. — — 3,752 5,365
Total Non-Current Assets. . .. ............ 1,824,292 2,125,475 2,477,108 2,451,243
Current Assets
Inventories . .. .......... ... 5,324 5,328 11,266 15,080
Trade and bills receivables. ... .......... 5,577 30,356 48,967 46,298
Corporate income tax refundable ......... — — 3,901 6,436
Prepayments, deposits and other receivables. 19,839 28,759 33,554 37,226
Restricted bank deposits. . .............. — 21,000 7,082 —
Term deposits with an original maturity over
three months . .. .................... — 20,000 20,000 —
Cash and cash equivalents . ............. 76,482 73,642 160,984 140,812
Total Current Assets. . .. ................ 107,222 179,085 285,754 245,852
Total Assets. . . ........................ 1,931,514 2,304,560 2,762,862 2,697,095
Liabilities and Equity
Current Liabilities
Trade and bills payables. ............... 80,017 69,402 103,798 97,737
Other payables and accrued liabilities. . . . .. 26,369 36,406 60,155 58,124
Interest-bearing bank and other borrowings . 100,000 225,000 443,900 861,900
Due to related companies .. ............. 314,235 451,380 672,401 140,633
Interest payable ... ......... ... ... .... 4,253 5,979 9,093 11,195
Income tax payable.................... 240 402 950 —
Mining rights payables .. ....... .. ... ... 19,192 22,612 25,568 31,368
Total Current Liabilities ... ............. 544,306 811,181 1,315,865 1,200,957
Non-Current Liabilities
Interest-bearing bank and other borrowings . 318,742 510,886 569,630 897,449
Interest payable ... ......... ... ... .... 13,205 18,205 17,894 18,788
Deferred tax liabilities . ................ 285,849 289,416 267,004 216,332
Mining rights payables .. ............... 132,966 103,378 77,810 66,150
Asset retirement obligations . .. .......... 5,482 6,025 7,064 7,848
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As of
As of December 31, June 30,
2010 2011 2012 2013
(RMB in thousands)
Total Non-Current Liabilities . ......... .. 756,244 927,910 939,402 1,206,567
Total Liabilities . ...................... 1,300,550 1,739,091 2,255,267 2,407,524
Equity
Issued capital . . ... ... ... ... ..... — — — —
Reserves. .. ... ... . . . . .. ... 554,831 479,784 413,654 196,439
Equity Attributable to Owner of the
Company...................uio... 554,831 479,784 413,654 196,439
Non-Controlling Interests. . . ............. 76,133 85,685 93,941 93,132
Total Equity . ... ....... ... ... ... ...... 630,964 565,469 507,595 289,571
Total Liabilities and Equity.............. 1,931,514 2,304,560 2,762,862 2,697,095

Six Months Ended June 30, 2013 Compared to Six Months Ended June 30, 2012
Revenue

Our revenue decreased by 0.8% from RMB55.2 million in the six months ended June 30, 2012
to RMB54.7 million in the same period in 2013. This reflected a decrease in revenue from sales of
third party coal from RMB1.1 million in the six months ended June 30, 2012 to nil in the same period
in 2013 as we discontinued our coal trading activities. The effect of this decrease was partially offset
by a 1.3% increase in revenue from sales of self-produced coal from RMB54.0 million in the six
months ended June 30, 2012 to RMBS54.7 million in the same period in 2013. The increase in revenue
from sales of self-produced coal resulted from an increase in sales volume, which was partially offset
by a decrease in average selling price. Sales volume of self-produced coal increased from 146,734
tonnes in the six months ended June 30, 2012 to 187,432 tonnes in the same period in 2013, principally
as a result of an increase in the production output of Baiping Coal Mine and the commencement of
commercial production of Liujiaba Coal Mine in December 2012, which was partially offset by a
decrease in the production output that resulted from the suspension of the Gouchang Coal Mine since
March 2013. Average selling price for self-produced coal decreased from RMB368.3 per tonne in the
six months ended June 30, 2012 to RMB291.9 in the same period in 2013, principally as a result of
the significant decline in the market price of coal in Guizhou province in the first half of 2013.

Cost of Sales

Our cost of sales increased by 31.4% from RMB30.4 million in the six months ended June 30,
2012 to RMB40.0 million in the same period in 2013. This was primarily due to our increased sales
volume.

As a percentage of revenue, cost of sales increased from 55.1% in the six months ended June 30,
2012 to 73.0% in the same period in 2013. For our self-produced coal, cost of sales as a percentage
of revenue increased from 54.2% in the six months ended June 30, 2012 to 73.0% in the same period
in 2013, mainly as a result of a significant decrease in the average selling price of our self-produced
coal.
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Gross Profit and Gross Margin

As a result of the foregoing, our gross profit, which is equal to revenue less cost of sales,
decreased by 40.4% from RMB24.8 million in the six months ended June 30, 2012 to RMB14.8 million
in the same period in 2013. Our gross margin, which is equal to gross profit divided by revenue,
decreased from 44.9% in the six months ended June 30, 2012 to 27.0% in the same period in 2013,
primarily due to a significant decrease in the average selling price of our self-produced coal. Gross
margin for sales of our self-produced coal decreased from 45.8% in the six months ended June 30,
2012 to 27.0% in the same period in 2013.

Selling and Distribution Expenses

Our selling and distribution expenses increased by 93.2% from RMB 1.4 million in the six months
ended June 30, 2012 to RMB2.7 million in the same period in 2013, primarily due to an increase in
payroll expense for our sales staff and an increase in our sales and marketing activities as we increased
our production output. As a percentage of revenue, sales and distribution expenses increased from
2.6% in the six months ended June 30, 2012 to 5.0% in the same period in 2013.

Administrative Expenses

Our administrative expenses increased by 69.0% from RMB34.0 million in the six months ended
June 30, 2012 to RMB57.4 million in the same period in 2013. This increase primarily reflected
expenses incurred in connection with the preparation for the Listing, losses incurred from the
suspension of production at Gouchang Coal Mine since March 2013, as well as higher payroll
expenses for our administrative staff following the expansion. As a percentage of revenue,
administrative expenses increased from 61.6% in the six months ended June 30, 2012 to 104.9% in the
same period in 2013.

Impairment Loss on Property, Plant and Equipment

We incurred an impairment loss on property, plant and equipment of RMB184.4 million in the
six months ended June 30, 2013 in connection with the suspension of Gouchang Coal Mine. We did
not incur any impairment losses in the same period in 2012.

Other Operating Expenses

Our other operating expenses increased from RMBO0.6 million in the six months ended June 30,
2012 to RMB1.9 million in the same period in 2013, primarily as a result of the recognition of a
provision for inventory impairment in connection with the suspension of the Gouchang Coal Mine and
the incurrence of certain miscellaneous levies and charges at the Baiping Coal Mine, which were
partially offset by a decrease in administrative fines and penalties. Other operating expenses in the six
months ended June 30, 2012 consisted mainly of administrative penalties and fines, which primarily
related to our safety facilities and miscellaneous charges related to temporary use of land, while other
operating expenses in the same period in 2013 consisted mainly of miscellaneous levies and charges
and provisions for impairment of inventory. As a percentage of revenue, other operating expenses
increased from 1.2% in the six months ended June 30, 2012 to 3.4% in the same period in 2013.
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Operating Loss

As a result of the foregoing, our operating loss increased significantly from RMB11.3 million in
the six months ended June 30, 2012 to RMB231.7 million in the same period in 2013.

Finance Costs

Our finance costs increased significantly from RMB20.7 million in the six months ended June
30, 2012 to RMB43.7 million in the same period in 2013, principally due to a 38.5% increase in
interest expenses on interest-bearing bank and other borrowings from RMB38.2 million in the six
months ended June 30, 2012 to RMB52.9 million in the same period in 2013. Interest expenses on
interest-bearing bank and other borrowings increased primarily because we significantly increased our
bank borrowings from RMB943.1 million as of June 30, 2012 to RMB1,759.3 million as of June 30,
2013.

We also incurred entrusted loan commission fees of RMB7.6 million in the six months ended
June 30, 2013 as we replaced our intercompany loans with entrusted loans to comply with PRC legal
requirements. We did not have any entrusted loans or incur any entrusted loan commission fees in the
six months ended June 30, 2012.

Interest Income

Our interest income increased by 20.0% from RMBO.8 million in the six months ended June 30,
2012 to RMB1.0 million in the same period in 2013, mainly as a result of an increase in the average
balance of our bank deposits in the six months ended June 30, 2013 and, to a lesser extent, an increase
in the average yield of our bank deposits.

Net Non-operating Expense/Income

We had net non-operating expense of RMB1.8 million in the six months ended June 30, 2012,
compared to net non-operating income of RMBI1.2 million in the same period in 2013. Our net
non-operating expense in the six months ended June 30, 2012 primarily included sponsorships and
contributions to the community and certain government organizations as well as losses on disposal of
certain property, plant and equipment. The net non-operating income in the six months ended June 30,
2013 primarily reflected the reversal of certain payables after the relevant government authorities
issued confirmation letters confirming that we did not have any outstanding social security fund or
housing provident fund contributions.

Loss Before Income Tax

As a result of the foregoing, our loss before income tax increased significantly from RMB32.9
million in the six months ended June 30, 2012 to RMB273.2 million in the same period in 2013.

Income Tax Expense/Benefit

We had an income tax benefit of RMB50.5 million in the six months ended June 30, 2013,
compared to an income tax expense of RMBS5.8 million in the same period in 2012. Our income tax
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benefit in the six months ended June 30, 2013 was primarily attributable to our loss before tax of
RMB273.2 million in that period, which resulted in the recognition of deferred tax assets. Although
we also incurred a loss before tax in the six months ended June 30, 2012, we incurred income tax
expenses in that period primarily because certain of our PRC subsidiaries were required by the
Guizhou province’s local taxation bureau to pay tax at a rate of 25% of their “deemed profits”, which
resulted in these PRC subsidiaries paying a significantly higher amount of tax than otherwise required
under the PRC Enterprise Income Tax Law. See “—Description of Key Components of Our Results of
Operations — Income Tax — PRC Income Tax”.

Profit/(Loss) for the Year

As a result of the foregoing, our loss for the year increased significantly from RMB38.7 million
in the six months ended June 30, 2012 to RMB222.8 million in the same period in 2013.

Profit/(Loss) Attributable to Non-Controlling Interests and Owner of our Company

Profit attributable to non-controlling interests was RMB2.2 million in the six months ended June
30, 2012, compared to loss attributable to non-controlling interests of RMBO0.8 million in the same
period in 2013. The loss attributable to non-controlling interests in the six months ended June 30, 2013
mainly reflected the minority shareholders’ share of the financial results of Gouchang Coal, which

recorded a larger loss, and the financial results of Baiping Mining, which recorded a lower profit.

Loss attributable to owner of our Company increased significantly from RMB40.9 million in the
six months ended June 30, 2012 to RMB221.9 million in the same period in 2013.

Year Ended December 31, 2012 Compared to Year Ended December 31, 2011

Revenue

Our revenue increased by 34.9% from RMB105.2 million in 2011 to RMB141.9 million in 2012.
This reflected a 95.3% increase in revenue from sales of self-produced coal from RMB72.1 million
in 2011 to RMB140.8 million in 2012, which was partially offset by a 96.6% decrease in revenue from
sales of third party coal from RMB33.1 million in 2011 to RMB1.1 million in 2012. The increase in
revenue from sales of self-produced coal resulted from an increase in sales volume as well as an
increase in average selling price. Sales volume of self-produced coal increased from 243,247 tonnes
in 2011 to 435,205 tonnes in 2012, principally as a result of an increase in the production output of
Baiping Coal Mine in 2012 and the commencement of commercial production at Zhulinzhai Coal Mine
in April 2012 and Liujiaba Coal Mine in December 2012, partially offset by the suspension of
production at Gouchang Coal Mine from March to August 2012 under certain newly implemented mine
gas control requirements in Guizhou province. The average selling price of self-produced coal
increased from RMB296.4 per tonne in 2011 to RMB323.6 per tonne in 2012, mainly due to the higher
market prices of anthracite coal in the PRC in 2012. Revenue from the sales of third party coal
decreased, primarily as a result of a decrease in sales volume from 70,811 tonnes in 2011 to 1,805
tonnes in 2012. We do not intend to engage in any significant coal trading activities in the future.
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Cost of Sales

Our cost of sales increased by 29.1% from RMB74.3 million in 2011 to RMB95.9 million in
2012. This was primarily due to our increased sales volume. As a percentage of revenue, cost of sales
decreased from 70.6% in 2011 to 67.6% in 2012. Cost of sales as a percentage of revenue decreased
in 2012 principally due to a significant reduction of our coal trading activities, which had lower profit
margins than selling self-produced coal. For our self-produced coal, cost of sales as a percentage of
revenue increased from 61.1% in 2011 to 67.3% in 2012. This was mainly the result of an increase in
the cost of materials, particularly the cost of explosives and mine roof support materials. For our sales
of third-party coal, cost of sales as a percentage of revenue increased from 91.3% in 2011 to 99.3%
in 2012. This was mainly due to differences in coal quality and market conditions.

Gross Profit and Gross Margin

As a result of the foregoing, our gross profit, which is equal to revenue less cost of sales,
increased by 48.9% from RMB30.9 million in 2011 to RMB46.1 million in 2012. Our gross margin,
which is equal to gross profit divided by revenue, increased from 29.4% in 2011 to 32.4% in 2012,
primarily due to a significant reduction of our coal trading activities, which had lower profit margins
than selling self-produced coal. Gross margin for sales of our self-produced coal decreased from
38.9% in 2011 to 32.7% in 2012, and gross margin for sales of third-party coal decreased from 8.7%
in 2011 to 0.7% in 2012.

Selling and Distribution Expenses

Our selling and distribution expenses increased by 26.1% from RMB2.9 million in 2011 to
RMB3.7 million in 2012, primarily due to an increase in our sales and marketing activities as we
increased our production output. As a percentage of revenue, sales and distribution expenses decreased
from 2.8% in 2011 to 2.6% in 2012.

Administrative Expenses

Our administrative expenses increased by 56.4% from RMB49.4 million in 2011 to RMB77.3
million in 2012. This increase primarily reflected higher salaries and benefits expenses for our
administrative staff, as we increased the number of our administrative staff in 2012 to support the
growth of our business, losses incurred from the suspension of production at Gouchang Coal Mine
from March to August 2012, as well as expenses incurred in connection with the preparation for the

Listing. As a percentage of revenue, administrative expenses increased from 47.0% in 2011 to 54.5%
in 2012.

Other Operating Expenses

Our other operating expenses increased from RMBI1.5 million in 2011 to RMB1.6 million in
2012. Other operating expenses in 2011 consisted mainly of administrative penalties and fines, which
primarily related to our safety facilities and miscellaneous charges related to temporary use of land,
while other operating expenses in 2012 consisted mainly of miscellaneous levies and charges. As a
percentage of revenue, other operating expenses decreased from 1.5% in 2011 to 1.1% in 2012.
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Operating Loss

As a result of the foregoing, our operating loss increased by 59.2% from RMB23.0 million in
2011 to RMB36.6 million in 2012.

Finance Costs

Our finance costs increased by 39.9% from RMB31.8 million in 2011 to RMB44.5 million in
2012, principally due to a 70.5% increase in interest expenses on interest-bearing bank and other
borrowings from RMB49.0 million in 2011 to RMBS83.5 million in 2012. Interest expenses on
interest-bearing bank and other borrowings increased primarily because we significantly increased our
bank borrowings from RMB735.9 million as of December 31, 2011 to RMB1,013.5 million as of
December 31, 2012, and the average interest rate on our outstanding bank borrowings increased from
8.0% in 2011 to 8.5% in 2012. The increase in interest expenses was partially offset by a higher level
of capitalized interest in 2012 as compared to 2011, as well as a decrease in interest on payable for
mining rights. The higher level of capitalized interest in 2012 was mainly the result of an increase in
bank borrowings for funding coal mine construction. Interest on payables for mining rights decreased
in 2012 primarily because the mining right premiums for Liujiaba Coal Mine and Gouchang Coal Mine
were fully paid in 2012.

Interest Income

Our interest income increased by 85.8% from RMBO0.6 million in 2011 to RMB1.0 million in
2012, mainly as a result of an increase in the average balance of our bank deposits in 2012 and, to
a lesser extent, an increase in the average yield of our bank deposits.

Net Non-operating Expense

Our net non-operating expense increased significantly from RMBO0.9 million in 2011 to RMB2.2
million in 2012, primarily reflecting an increase in sponsorships and contributions to the community
and certain government organizations.

Loss Before Income Tax

As a result of the foregoing, our loss before income tax increased by 49.2% from RMB55.2
million in 2011 to RMB82.3 million in 2012.

Income Tax Expense/Benefit

We had an income tax benefit of RMB15.2 million in 2012, compared to an income tax expense
of RMB9.8 million in 2011. Our income tax benefit in 2012 primarily reflected the recognition of
deferred tax assets of RMB15.3 million, as the Guizhou province’s local taxation bureau confirmed
in 2012 that certain of our PRC subsidiaries should have been subject to income tax at a rate of 25%
of their taxable income as determined under the PRC Enterprise Income Tax Law since January 2011,
rather than 25% of their “deemed profits”. Prior to 2012, certain of our PRC subsidiaries were required
by the Guizhou province’s local taxation bureau to pay tax at a rate of 25% of their “deemed profits”,
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which resulted in these PRC subsidiaries paying a significantly higher amount of tax than otherwise
required under the PRC Enterprise Income Tax Law. See “— Description of the Key Components of
Our Results of Operations — Taxation — PRC Income Tax”. Our income tax expense in 2011 mainly
reflected the enterprise income tax payable by certain of our PRC subsidiaries as determined based on
their “deemed profits”.

Profit/(Loss) for the Year

As a result of the foregoing, our loss for the year increased by 3.3% from RMB64.9 million in
2011 to RMB67.1 million in 2012.

Profit/(Loss) Attributable to Non-Controlling Interests and Owner of our Company

Loss attributable to non-controlling interests was RMBO0.7 million in 2011, compared to profit
attributable to non-controlling interests of RMBS8.3 million in 2012. The profit attributable to
non-controlling interests in 2012 mainly reflected the minority shareholders’ share of the financial
results of Baiping Mining, which recorded a profit in 2012.

Loss attributable to owner of our Company increased by 17.4% from RMB64.2 million in 2011
to RMB75.3 million in 2012.

Year Ended December 31, 2011 Compared to Year Ended December 31, 2010

Revenue

Our revenue increased significantly from RMB38.7 million in 2010 to RMB105.2 million in
2011, reflecting a 86.4% increase in revenue from sales of self-produced coal from RMB38.7 million
in 2010 to RMB72.1 million in 2011, as well as the commencement of our coal trading activities in
January 2011. The increase in revenue from sales of self-produced coal was the result of an increase
in sales volume as well as an increase in average selling price. Sales volume of self-produced coal
increased from 166,362 tonnes in 2010 to 243,247 tonnes in 2011, principally as a result of the
commencement of commercial production at Gouchang Coal Mine in April 2011 and an increase in
production output at Baiping Coal Mine. The average selling price of self-produced coal increased
from RMB232 .4 per tonne in 2010 to RMB296.4 per tonne in 2011, mainly due to the general increase
in the market prices of anthracite coal in the PRC. In 2011, we generated RMB33.1 million in revenue
from the sale of 70,811 tonnes of third party coal as part of our coal trading activities.

Cost of Sales

Our cost of sales increased significantly from RMB25.5 million in 2010 to RMB74.3 million in
2011. This was principally the result of our increased sales volume. As a percentage of revenue, cost
of sales increased from 65.8% in 2010 to 70.6% in 2011. Cost of sales as a percentage of revenue
increased in 2011 mainly due to the commencement of our coal trading activities in January 2011,
which had lower profit margins than selling self-produced coal. For our self-produced coal, cost of
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sales as a percentage of revenue decreased from 65.8% in 2010 to 61.1% in 2011. This was primarily
due to an increase in the average selling price of our self-produced coal, as well as greater economies
of scale realized from our higher production volume. For our sales of third-party coal, cost of sales
as a percentage of revenue was 91.3% in 2011.

Gross Profit and Gross Margin

As a result of the foregoing, our gross profit increased significantly from RMB13.2 million in
2010 to RMB30.9 million in 2011. Our gross margin decreased from 34.2% in 2010 to 29.4% in 2011,
primarily due to the commencement of our coal trading activities in January 2011, which had lower
profit margins than selling self-produced coal. Gross margin for sales of our self-produced coal
increased from 34.2% in 2010 to 38.9% in 2011, and gross margin for sales of third-party coal was
8.7% in 2011.

Selling and Distribution Expenses

Our selling and distribution expenses were RMB2.9 million in both 2010 and 2011, as we did not
materially change our sales and marketing activities or the size of our sales and marketing personnel.
As a percentage of revenue, sales and distribution expenses were 7.5% in 2010 and 2.8% in 2011.

Administrative Expenses

Our administrative expenses decreased by 11.4% from RMB55.8 million in 2010 to RMB49.4
million in 2011, primarily because no share-based compensation expense was recognized. In 2010, our
administrative expenses included share-based compensation expenses of RMB17.0 million allocated
from CHNR in connection with the share options granted in 2008 to Mr. Li Feilie to purchase
1,000,000 shares of CHNR. This was partially offset by an increase in salaries and benefits for our
administrative staff, as we increased the number of our administrative staff in 2011 to support the
growth of our business. As a percentage of revenue, administrative expenses decreased from 144.4%
in 2010 to 47.0% in 2011.

Other Operating Expenses

Our other operating expenses decreased by 82.9% from RMB9.0 million in 2010 to RMB1.5
million in 2011, mainly because we were subject to less administrative penalties and fines. In 2010
and 2011, our administrative penalties and fines related primarily to late payment of mining right
premium and mine accidents and to a lesser extent, non-compliant safety equipment. Our operating
expenses in 2010 were also significantly affected by mine pre-development expenses we incurred
totaling RMB1.7 million in respect of Dayun Coal Mine and RMB3.2 million in compensation we paid
to certain local residents at Dayuan Coal Mine. As a percentage of revenue, other expenses decreased
from 23.3% in 2010 to 1.5% in 2011.

Operating Loss

As a result of the foregoing, our operating loss decreased by 57.9% from RMBS54.5 million in
2010 to RMB23.0 million in 2011.
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Finance Costs

Our finance costs increased significantly from RMB6.0 million in 2010 to RMB31.8 million in
2011. This increase was principally due to a significant increase in interest expenses on
interest-bearing bank and other borrowings from RMB16.0 million in 2010 to RMB49.0 million in
2011, as well as a significant increase in interest on payable for mining rights from RMB5.8 million
in 2010 to RMB11.9 million in 2011. Interest expenses on interest-bearing bank and other borrowings
increased primarily because of an increase in our bank borrowings from RMB418.7 million as of
December 31, 2010 to RMB735.9 million as of December 31, 2011, as well as an increase in the
average interest rate on our outstanding bank borrowings from 7.1% in 2010 to 8.0% in 2011. Interest
on payables for mining rights increased mainly because of the commencement of paying interest on
payables for mining rights for Dayun Coal Mine. These increases were partially offset by a higher
level of capitalized interest in 2011 as compared to 2010. The higher level of capitalized interest in
2011 was mainly the result of an increase in bank borrowings for funding coal mine construction.

Interest Income

Our interest income increased from RMBO0.1 million in 2010 to RMBO0.6 million in 2011, mainly
as a result of an increase in the average level of our bank deposits and, to a lesser extent, an increase
in the average yield of our bank deposits.

Gain on Bargain Purchase of a Subsidiary

In 2010, we recognized a non-recurring gain on bargain purchase of RMB624.1 million in
connection with our acquisition of Guizhou Puxin. We did not recognize a similar gain in 2011.

Non-operating Expense, Net

Our net non-operating expense decreased by 43.7% from RMB1.6 million in 2010 to RMBO0.9
million in 2011, primarily because of lower amounts in sponsorships and contributions to the
community and certain government organizations.

Profit/(Loss) Before Income Tax

As aresult of the foregoing, we recorded a profit before income tax of RMB562.1 million in 2010
and a loss before income tax of RMB55.2 million in 2011. Disregarding the effects of the RMB624.1
million non-recurring time gain on the bargain purchase of Guizhou Puxin, we would have incurred
a loss before income tax of RMB62.0 million in 2010.

Income Tax Expense

Our income tax expense increased by 58.8% from RMB6.1 million in 2010 to RMB9.8 million
in 2011, primarily as a result of an increase in the “deemed profits” of certain of our PRC subsidiaries.
See “— Description of the Key Components of Our Results of Operations — Taxation — PRC Income

2

Tax”.
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Profit/(Loss) for the Year

As a result of the foregoing, we recorded a profit of RMB556.0 million in 2010 and a loss of
RMB64.9 million in 2011.

Profit/(Loss) Attributable to Non-Controlling Interests and Owner of our Company

Loss attributable to non-controlling interests decreased significantly from RMB6.4 million in
2010 to RMBO.7 million in 2011. Although the Company had a profit of RMB556.0 million in 2010,
there was a loss attributable to non-controlling interests in 2010 because the non-controlling interests
were mainly related to the minority shareholders of Baiping Mining and Guizhou Yongfu, which did

not benefit from the RMB624.1 million non-recurring gain on the bargain purchase of Guizhou Puxin.

Profit attributable to owner of our Company was RMB562.4 million in 2010, compared to a loss

attributable to owner of our Company of RMB64.2 million in 2011.

LIQUIDITY AND CAPITAL RESOURCES

We need a substantial amount of cash to fund our operations and capital expenditures. In each
of 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, we had negative net cash flows
from operations. In the past, we had primarily funded our operations and capital expenditures with
non-interest bearing borrowings from companies controlled by Mr. Li Feilie, as well as short-term and
long-term bank and other borrowings. Since March 2013, we began to refinance a significant portion
of the non-interest bearing borrowings from companies controlled by Mr. Li Feilie with
interest-bearing bank and other borrowings, and we do not anticipate receiving additional non-interest
bearing loans from our related companies in the future. As of June 30, 2013, we had cash and cash
equivalents of RMB140.8 million.

Since June 30, 2013, we have incurred certain additional bank and other borrowings. Moreover,
in July 2013, we obtained a legally binding commitment letter from China Minsheng Bank to provide
a term loan with an aggregate principal amount of up to RMB1.6 billion that may be drawn down on
or before January 29, 2015, subject to certain conditions, and in October 2013, we obtained a legally
binding commitment letter from China Merchants Bank to provide a term loan with an aggregate
principal amount of up to RMB350 million that may be drawn down on or before March 10, 2015,

113

subject to certain conditions. See “— Indebtedness — Interest-Bearing Loans”.
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Cash Flows

The following table sets forth our cash flows for the periods indicated:

Year ended December 31, Six months ended June 30,
2010 2011 2012 2012 2013
(unaudited)

(RMB in thousands)

Net cash flows used in operating

activities. . .. ... .. ... (39,724) (62,562) (70,648) (11,552)  (124,509)
Net cash flows used in investing

activities. . . ...... ... . ... (239,205)  (464,669)  (385,152)  (182,832)  (119,313)
Net cash flows from financing

activities. . . ... .. .. ... 303,735 524,372 542,810 352,523 223,397

Net increase/(decrease) in cash
and cash equivalents. ........ 24,806 (2,859) 87,010 158,139 (20,425)

Net Cash Used in Operating Activities

To date, we have experienced significant negative net cash flows from operating activities. In
2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, net cash used in operating
activities was RMB39.7 million, RMB62.6 million, RMB70.6 million, RMB11.6 million and
RMB124.5 million, respectively, as adjusted for non-cash items. In 2010, net cash used in operating
activities primarily reflected our profit before income tax of RMB562.1 million, as adjusted for the
RMB624.1 million non-cash gain on the bargain purchase of Guizhou Puxin. In each of 2011, 2012
and the six months ended June 30, 2012, our net cash used in operating activities were largely
attributable to our loss before income tax, which were RMB55.2 million, RMB82.3 million and
RMB32.9 million, respectively, in each case as adjusted for certain non-cash items. In the six months
ended June 30, 2013, our net cash used in operating activities mainly reflected our loss before income
tax of RMB273.2 million, as adjusted for the non-cash impairment loss on property, plant and
equipment of RMB184.4 million related to the suspension of Gouchang Coal Mine and other
adjustments for non-cash items, including the significant decreases in trade and bills payables and
other payable and accrued liabilities that resulted from our settlement of certain payables in respect
of mining equipment purchases for Xinsong Coal Mine. See our consolidated statements of cash flows
in Appendix I — “Accountants’ Report of the Company” for a reconciliation of our net cash used in
operating activities to profit/(loss) before income tax.

Net Cash Used in Investing Activities

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, net cash used in investing
activities was RMB239.2 million, RMB464.7 million, RMB385.2 million, RMB182.8 million and
RMB119.3 million, respectively. Net cash used in investing activities in each of these periods
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primarily related to the construction and development of our coal mines and purchases of
mining-related equipment and machinery, except that in 2011, net cash used in investing activities also
included a RMB140.1 million payment in respect of the balance of the purchase price for the

acquisition of Guizhou Puxin.

Net Cash Generated from Financing Activities

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, net cash generated from
financing activities was RMB303.7 million, RMB524.4 million, RMB542.8 million, RMB352.5
million and RMB223.4 million, respectively. Net cash from financing activities during these periods
mainly reflected the proceeds from bank borrowings and from non-interest bearing borrowings from

companies controlled by Mr. Li Feilie.

Capital Expenditure

Our capital expenditures were RMB219.7 million, RMB341.5 million, RMB360.2 million,
RMB202.9 million and RMB139.3 million in 2010, 2011, 2012 and the six months ended June 30,
2012 and 2013, respectively. From June 30, 2013 to October 31, 2013, our capital expenditures were
estimated to be RMB85.1 million. Our capital expenditures mainly related to the construction of our
coal mines, purchase of mining-related equipment and machinery and pre-payments for land use rights

for our coal mines.

We expect to pay approximately an aggregate of RMB636.5 million in 2013 and 2014 for capital
expenditures. These estimated capital expenditures are expected to be used primarily for construction
of Dayuan Coal Mine, Dayun Coal Mine and Yongsheng Coal Mine, the construction of a coal
beneficiation plant in Jinsha county and the construction of a port along the Wujiang River near
Yongsheng coal Mine. Our current plan with respect to capital expenditures is subject to a number of
uncertainties and may change due to various reasons, including delays in construction work,
unanticipated increases in cost of construction, changes in construction scope and completion time,
adverse weather conditions, unexpected changes to applicable regulatory requirements and other
unforeseen difficulties. We periodically review our capital expenditure plans and may make

adjustments from time to time.

We expect to fund our capital expenditures in 2013 and 2014 through interest-bearing bank and

other borrowings. See “— Indebtedness”.
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Working Capital

The table below sets forth our current assets and current liabilities as of the dates indicated:

As of
As of December 31, October 31,
2010 2011 2012 2013
(RMB in thousands)
Current Assets
Inventories . . . ... ... 5,324 5,328 11,266 24,229
Trade and bills receivables.............. 5,577 30,356 48,967 46,393
Corporate income tax refundable ......... — — 3,901 10,688
Prepayments, deposits and other receivables . 19,839 28,759 33,554 45,893
Restricted bank deposits. .. ............. — 21,000 7,082 4,920
Term deposits with an original maturity over
three months . . . .................... — 20,000 20,000 16,000
Cash and cash equivalents . ............. 76,482 73,642 160,984 234,785
Current Liabilities
Trade and bills payables. .. ............. 80,017 69,402 103,798 101,391
Other payables and accrued liabilities. . . . .. 26,369 36,406 60,155 59,240
Interest-bearing bank and other borrowings . 100,000 225,000 443,900 993,108
Due to related companies . . ... .......... 314,235 451,380 672,401 164,421
Interest payable .. .................... 4,253 5,979 9,093 19,248
Income tax payable.................... 240 402 950 11,250
Mining rights payables . ................ 19,192 22,612 25,568 28,168
Net Current Liabilities. . . ... ............ 437,084 632,096 1,030,111 993,918

As of December 31, 2012 and October 31, 2013, we had net current liabilities of RMB1,030.1
million and RMB993.9 million, respectively. We intend to fund our cash requirements with additional
short-term and long-term bank and other borrowings. As of October 31, 2013, we had RMB260.0
million of undrawn commitments under our long-term credit facilities. In July 2013, we obtained a
legally binding commitment letter from China Minsheng Bank to provide a term loan with an
aggregate principal amount of up to RMB1.6 billion that may be drawn down on or before January 29,
2015, subject to certain conditions. In addition, in October 2013, we obtained a legally binding
commitment letter from China Merchants Bank to provide a term loan with an aggregate principal
amount of up to RMB350 million that may be drawn down on or before March 10, 2015, subject to
certain conditions. Our Directors confirmed that they were not aware of any restrictions that would
limit our ability to draw down on our undrawn commitments of the RMB260.0 million under our
long-term credit facilities as well as the undrawn commitment of RMB1.6 billion under the
commitment letter from China Minsheng Bank and the undrawn commitment of RMB350 million
under the commitment letter from China Merchants Bank. Taking into account the financial resources

available to us, including RMB260.0 million of undrawn commitments under our long-term credit
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facilities as of October 31, 2013, the total of RMB1.95 billion of undrawn commitments provided by
China Minsheng Bank and China Merchants Bank and the estimated cash requirements, and in the
absence of unforeseen circumstances, our Directors believe that we will have 125% of the working
capital required to fund our operations for at least the next 12 months.

The following table sets forth our existing and estimated source of funding and estimated major
working capital requirements for the 12 months from the date of the listing document:

(RMB million)

Source of funding:
Cash and cash equivalents as of October 31, 2013 .. ...... ... .. .. .. .. ..... 234.8
Undrawn commitments under long-term credit facilities as of October 31, 2013. .. 260.0

Undrawn commitments provided by China Minsheng Bank and China Merchants
Bank as of October 31, 2013, . . . . .. e 1,950.0

Total. . o 2,444.8

2014 . 1,842.7

INDEBTEDNESS
Loans From Related Companies

As of December 31, 2010, 2011 and 2012 and June 30, 2013, our loans from companies
controlled by Mr. Li Feilie were RMB314.2 million, RMB451.4 million, RMB672.4 million and
RMB140.6 million, respectively. These loans were non-interest bearing, unsecured and payable on
demand. In 2013, we repaid a significant portion of our loans from related companies with
interest-bearing bank and other borrowings. The Company plans to settle these loans before the
Listing, other than the Entrusted Loan made available by Feishang Management in the amount of
RMBI131.0 million which is expected to be settled as soon as possible and in any event no later than
six months after the Listing. The Entrusted Loan is an exempt continuing connected transaction. See
“Connected Transactions — Exempt Continuing Connected Transactions — Entrusted Loan”. As of
October 31, 2013, our outstanding loans from companies controlled by Mr. Li was RMB164.4 million.

Interest-Bearing Loans
Our interest-bearing loans consist of short-term and long-term bank and other borrowings.

As of June 30, 2013, the total outstanding amount of our short-term bank and other borrowings
and the current portion of our outstanding long-term bank borrowings were RMB861.9 million.
Certain of our outstanding short-term bank and other borrowings were guaranteed by Mr. Li Feilie
and/or companies controlled by him. Our short-term bank and other borrowings typically have floating
interest rates. As of June 30, 2013, the effective interest rates on our outstanding short-term bank
borrowings ranged from 6.30% to 9.00%.
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As of June 30, 2013, we had total outstanding long-term bank borrowings (excluding the current
portion) of RMB897.4 million. We obtained our long-term bank borrowings from various financial
institutions under several credit facilities. Certain of our long-term bank borrowings are guaranteed
by Mr. Li Feilie and/or companies controlled by him and certain of our long-term bank borrowings are
secured by pledges of our mining rights, equity interests in Guizhou Puxin and Guizhou Dayun and
certain of our time deposits. As of October 31, 2013, the total amount of outstanding bank borrowings
that were guaranteed by Mr. Li and/or companies controlled by him was approximately RMB1,111.7
million, representing approximately 56.5% of our total outstanding borrowings. We have obtained
in-principle consents from Bank of Chongqing, China Minsheng Bank, China Merchants Bank, Bank
of Communications, Industrial and Commercial Bank of China and Huachuang Securities to release
the guarantees for at least RMB1,375.0 million of the borrowings, to be effective upon the Listing and
subject to the completion of certain administrative procedures of the banks, which is expected to be
completed in approximately one to three months after the Listing. See “Relationship With Our
Controlling Shareholders — Independence From Our Controlling Shareholders — Financial
Independence”. Our long-term bank borrowings typically have floating interest rates. As of June 30,
2013, the effective interest rates on our outstanding long-term bank borrowings ranged from 6.40% to
8.52%. Our long-term bank borrowings agreements contain restrictive covenants providing for certain
restrictions relating to, among others, mergers and consolidations, incurrence of additional
indebtedness or guarantees, disposals of a substantial portion of our assets, significant changes in the

ownership of our subsidiaries and payment of dividends or other distributions.

In July 2013, we entered into a RMB105.0 million 7.38% three-year entrusted loan with China
Minsheng Bank, which has been fully drawn down.

In July 2013, we obtained a legally binding commitment letter from China Minsheng Bank to
provide a term loan with an aggregate principal amount of up to RMB1.6 billion that may be drawn
down on or before January 29, 2015, subject to certain conditions. These conditions include the
absence of material adverse changes to our Company’s financial position, which in turn requires,
among others, that the revenue of our Company for the year in which the loan is drawn down must
not decrease by more than 50% as compared to the immediately preceding year, that our Company’s
total interest-bearing debt to asset ratio shall not exceed 90%, and that we do not have a poor credit
record. According to a letter we received from China Minsheng Bank in September 2013 explaining
the July 2013 commitment letter, China Minsheng Bank will carry out internal financial assessment
procedures on our Company prior to loan drawdown, which will be conducted based on the internal
credit rating system of China Minsheng Bank. In the event that our Company’s credit rating is assessed
by China Minsheng Bank to be “BBB-” or below, China Minsheng Bank will not approve the
drawdown. The credit rating of our Company is currently assessed by China Minsheng Bank to be “A,”
which is three ratings higher than “BBB-". The interest rate of the loan will be determined based on
the prevailing market conditions at the time of drawdown. The interest rates generally charged by
China Minsheng Bank are the PBOC’s official benchmark interest rates plus a premium of 20% to
30%.

— 181 —



FINANCIAL INFORMATION

In August 2013, we entered into a RMB76.0 million 7.29% one-year entrusted loan with China
Industrial International Trust Limited, an Independent Third Party, which has been fully drawn down.
The loan is to finance the working capital of Guizhou Puxin and secured by a RMB16.0 million bank

deposit of Guizhou Puxin.

In August 2013, we entered into a RMB100.0 million 6.60% one-year bank loan with China
Minsheng Bank, which has been fully drawn down. The loan is guaranteed by WFID and Pingxiang
Iron & Steel Co. Ltd. (“Pingxiang”), and secured by the pledge of shares in Guizhou Puxin. Prior to
2013, Pingxiang was a related company controlled by Mr. Li Feilie. Upon its disposition, and securred
by the pledge of shares in Guizhou Puxin by Mr. Li in January 2013, Pingxiang became an Independent
Third Party. In October 2013, we entered into a RMB150.0 million 6.00% one-year bank loan with
China Minsheng Bank, which has been fully drawn down. The loan is guaranteed by WFID and
Pingxiang, and secured by the pledge of shares in Guizhou Puxin. The guarantees provided by WFID
under these loans constitute exempt continuing connected transactions. See “Connected Transactions
— Exempt Continuing Connected Transactions — Connected Guarantees” and “Relationship with Our
Controlling Shareholders — Independence from our Controlling Shareholders - Financial
Independence”. Pingxiang was a company controlled by Mr. Li Feilie until January 2013 when it was
sold to an independent third party. Prior to the disposal of Pingxiang, it had granted guarantees in
favor of lending banks in respect of loans to the various affiliates of Feishang Enterprises, including
our Company. In return, members of the Feishang Enterprise group have also granted guarantees in
favor of lending banks in respect of loans taken out by Pingxiang. Following the disposal of
Pingxiang, with a view to maintaining the good faith commercial relationship with us and given our
generally good credit, Pingxiang continues to (although it is not obliged to) provide guarantees for our
loans.

In addition, in October 2013, we obtained a legally binding commitment letter from China
Merchants Bank to provide a term loan with an aggregate principal amount of up to RMB350 million
that may be drawn down before March 10, 2015, subject to certain conditions, including a repayment

term of not less than one year for each draw down.

In October 2013, we entered into a RMB30.0 million 6.72% six-month bank loan with China
Everbright Bank, which has been fully drawn down. The loan is guaranteed by Feishang Enterprise.

In December 2013, we repaid all of the outstanding loans of RMB33.4 million owed to CHNR
and as a result, we have repaid all outstanding loans owed to CHNR as of the Latest Practicable Date.

For additional information on bank and other borrowings, see note 36 to our consolidated

financial statements included in Appendix I — “Accountants’ Report of the Company”.

During the Track Record Period and as of the Latest Practicable Date, the Directors confirmed
that we had no material defaults in relation to our bank borrowings or breaches of covenants in the

bank borrowings, or payment of trade or non-trade payables.
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As of October 31, 2013, we had RMB260.0 million of undrawn commitments under our

long-term credit facilities.

As of October 31, 2013, our outstanding interest-bearing loans were RMB1,966.5 million.

The Directors have confirmed that unless otherwise disclosed under the section headed “—
Indebtedness” in the listing document there has not been any material change in our indebtedness since
June 30, 2013.

Mining Rights Payables

Mining rights payables are payables under our installment payment plans with the Guizhou
Provincial Department of Land and Resources for the acquisition of our mining rights. Interest on our
outstanding mining rights are determined annually by reference to the official benchmark interest rates
published by the PBOC. As of June 30, 2013, the interest rate on our outstanding mining rights
payables ranged from 6.00% to 6.55%.

CONTRACTUAL OBLIGATIONS

The following table summarizes our contractual obligations as of June 30, 2013:

Payments due by period

On Within 2-3 4-5 After
Total demand 1 year years years 5 years

(RMB in thousands)

Interest-bearing bank and other

borrowings . ................ 2,023,332 — 978,168 544,666 500,498 —
Mining rights payables. . ... ... ... 136,740 — 38,976 30,613 67,151 —
Due to related companies. . . ... ... 140,633 140,633 — — — —
Capital commitments, contracted

but not provided for. ... ....... 88,961 — 88,961 — — —
Operating leases commitments . . . . 1,879 — 936 943 — —
Total . ... ... ... ... 2,391,545 140,633 1,107,041 576,222 567,649 —

The capital commitments are expected to be funded by external borrowings from banks and

internal financial resources.
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CONTINGENT LIABILITIES

As the Latest Practicable Date, except for bank borrowings disclosed above and intra-group
liabilities, we did not have any loan capital or debt securities issued or agreed to be issued,
outstanding bank overdrafts and liabilities under acceptances or other similar indebtedness,
debentures, mortgages, charges or loans or acceptance credits, finance leases or hire purchase

commitments or guarantees or material contingent liabilities.

LISTING EXPENSES

We had incurred expenses in connection with the Listing of RMB9.1 million in 2012 and
RMB14.2 million in the six months ended June 30, 2013, which were accounted for as our
administrative expenses. We expect to further incur an additional RMB37.9 million to RMB43.6
million of expenses in connection with the Listing, which are subject to adjustments to be agreed by
the Company, the Joint Sponsors and other parties. We expect the additional listing expense to

significantly increase our expected loss in 2013.

KEY FINANCIAL RATIOS

The table below sets forth our key financial ratios as of or for the dates or for the periods.

As of or for the six months

As of or for the year ended December 31, ended June 30,
2010 2011 2012 2012 2013
(unaudited)

Inventory turnover days‘"........ 49 26 31 45 59
Average trade and bill payable

turnover days® ... ... ... ... .. 660 362 325 428 454
Average trade and bill receivable

turnover days™® . ... ... .. ... 29 61 101 75 157
Gearing ratio™ . ... ... ... .. ... 47.5% 60.4% 68.8% 66.6% 86.5%
Debt to equity ratio™® .......... 90.5% 152.4% 220.0% 199.8% 641.2%
Gross margin® . ... ... ... ... .. 34.2% 29.4% 32.4% 44.9% 27.0%

M Inventory turnover days are calculated by dividing the arithmetic mean of the opening and closing balances of inventories

for the year by cost of sales in that year and multiplying by 360 days. As we did not have any commercial production
until March 18, 2010, inventory turnover days in 2010 is calculated by dividing the arithmetic mean of the balance of
inventories as of March 18 and December 31, 2010 by cost of sales for the period beginning on March 18, 2010 and
ending on December 31, 2010, and multiplying by 280 days.

@ The average trade and bill payable turnover days are calculated by dividing the arithmetic mean of opening and ending

balance of trade and bill payable for the year by cost of sales in the year and then multiplying by 360 days. As we did
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not have any commercial production until March 18, 2010, the average trade and bill payables turnover days in 2010 is
calculated by dividing the arithmetic mean of the balance of trade and bill payables as of March 18 and December 31,
2010 by cost of sales for the period beginning on March 18, 2010 and ending on December 31, 2010, and multiplying
by 280 days.

@ The average trade and bill receivable turnover days are calculated by dividing the arithmetic mean of opening and ending

balance of trade and bill receivables for the year by revenue in that year and then multiplying by 360 days. As we did
not have any commercial production until March 18, 2010, the average trade and bill receivables turnover days in 2010
is calculated by dividing the arithmetic mean of the balance of trade and bill receivables as of March 18 and December
31, 2010 by revenue for the period beginning on March 18, 2010 and ending on December 31, 2010, and multiplying by
280 days.

@ Gearing ratio is calculated by dividing total interest-bearing debt by total capital at the end of the year and multiplying

by 100%. Interest-bearing debt includes interest-bearing bank and other borrowings and mining rights payables. Capital

includes total equity and interest-bearing debt.

® Debt to equity ratio is calculated by dividing total interest-bearing debt by total equity (based on book value without any

revaluation) at the end of the year and multiplying by 100%. Interest-bearing debt includes interest-bearing bank and

other borrowings and mining rights payables.

6 Gross margin is calculated by dividing gross profit by revenue at the end of the year and multiplying by 100%.

Inventory turnover days

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, our inventory turnover
days were 49 days, 26 days, 31 days, 45 days and 59 days, respectively. Our inventory turnover days
was higher in 2010 than in 2011 and 2012 mainly because of lower sales. Our inventory turnover days
was higher in the six months ended June 30, 2013 than in the same period in 2012, mainly because
of the inventory which remained at Gouchang Coal Mine due to the suspension of operations since
March 2013.

Inventories are stated at the lower of cost and net realizable value. Cost is determined by the
weighted-average method, and net realizable value is determined based on the estimated selling prices
less the estimated costs for the sale. These estimates are based on the current market conditions and
our historical experience for selling products of similar nature. Management reassesses these estimates
at the end of each reporting period. In the six months ended June 30, 2013 we made provisions for

impairment of inventory at Gouchang Coal Mine due to its suspension of operations since March 2013.

As of December 31, 2010, 2011, 2012 and June 30, 2013, we had RMB5.3 million, RMB5.3
million, RMB11.3 million and RMB15.1 million of inventories. The increase in inventory in 2012 and
was primarily the result of the commencement of commercial production at Zhulinzhai Coal Mine in
April 2012, and the increase in inventory in the six months ended June 30, 2013 was primarily the
result of the commencement of commercial operations at Liujiaba Coal Mine in December 2012. As
of June 30, 2013, we recognized a provision for inventory impairment of RMB1.0 million in

connection with the suspension of the Gouchang Coal Mine.
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Set forth below is breakdown of our inventory as of June 30, 2013 and the usage thereof as of
September 30, 2013:

Subsequent Subsequent
Balance as of usage as of usage as of

June 30, 2013 September 30, 2013 September 30, 2013

(RMB in thousands) (in %)
(unaudited)
Spare parts and consumables .. ......... 8,112 5,489 67.7%
Coal. ... ... . . . 6,968 4,568 65.6%

Total . ... .. . 15,080 10,057 66.7%

Average Trade and Bill Payable Turnover Days

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, our average trade and
bill payable turnover days were 660 days, 362 days, 325 days, 428 days and 454 days, respectively.
Our average trade and bill payable turnover days are relatively high in each of these periods because
a significant portion of our trade and bill payables related to construction, which generally have longer
payment periods. Our average trade and bill payable turnover days were significantly higher in 2010
than in other periods primarily because we had a higher portion of payables relating to construction
and other non-operating activities, as we had more mines under construction. Our suppliers generally
offer a credit term of three to six months other than suppliers related to construction.

As of December 31, 2010, 2011 and 2012 and June 30, 2013, we had RMB80.0 million, RMB69.4
million, RMB103.8 million and RMB97.7 million of outstanding trade and bill payables. The decline
in outstanding trade and bill payables from December 31, 2010 to December 31, 2011 was mainly due
to the settlement of certain construction payables in respect of Liujiaba Coal Mine and Zhulinzhai
Coal Mine. The increase in trade and bill payables from December 31, 2011 to December 31, 2012 was
principally related to payables for equipment purchases for the Liujiaba Coal Mine and the
construction of the Yongsheng Coal Mine. The decrease in trade and bill payables from December 31,
2012 to June 30, 2013 was primarily due to the settlement of certain payables in respect of equipment
purchases at the Xinsong Coal Mine. We did not have any material disputes with our suppliers during
the Track Record Period.

Average Trade and Bill Receivable Turnover Days

In 2010, 2011, 2012 and the six months ended June 30, 2012 and 2013, our average trade and
bill receivable turnover days were 29 days, 61 days, 101 days, 75 days and 157 days, respectively. Our
average trade and bill receivable turnover days has been increasing throughout the Track Record
Period due to certain of our power producer customers taking a longer amount of time to settle
payments due to certain operating difficulties. Moreover, in the six months ended June 30, 2013,
payment from one of our largest five customers was late. We ultimately collected the full payment in
September 2013.
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Our provisioning policy for the impairment of trade and bill receivables is determined by our
management based on the credit history of our customers and current market conditions. The provision
amounts of provision are reassessed at the end of each reporting period. During the Track Record

Period, we have not made any provisions for impairment of trade and bill receivables.

As of December 31, 2010, 2011 and 2012 and June 30, 2013, we had RMB5.6 million, RMB30.4
million, RMB49.0 million and RMB46.3 million of outstanding trade and bill receivables. The
increase in trade receivables are in line with the growth of our business and revenues. Set forth below
is the aging analysis of our outstanding trade receivables as of the dates indicated and the subsequent

settlement thereof as of September 30, 2013:

Subsequent
settlement
As of as of
As of December 31, June 30, September 30,
2010 2011 2012 2013 2013
(RMB in thousands)
(unaudited)
Within 3 months. .. ......... 5,577 17,485 36,996 32,666 27,342
3to6months.............. — 10,776 909 3,117 229
7 to 12 months. . ........... — 1,095 254 4,197 2,759
Over 12 months . .. ......... — — 7 18 —
5,577 29,356 38,166 39,998 30,330

Gearing Ratio

As of December 31, 2010, 2011 and 2012 and June 30, 2013, our gearing ratio was 47.5%, 60.4%,
68.8% and 86.5%, respectively. Our gearing ratio increased throughout the Track Record Period as we
increased our interest-bearing borrowings to support the growth of our business and meet our capital

expenditure requirements.

Debt to Equity Ratio

As of December 31, 2010, 2011 and 2012 and June 30, 2013, our debt to equity ratio was 90.5%,
152.4%, 220.0% and 641.2%, respectively. Our debt to equity ratio increased throughout the Track
Record Period as we increased our interest-bearing borrowings to support the growth of our business
and meet our capital expenditure requirements. In particular, our interest-bearing bank and other
borrowings increased from RMB418.7 million as of December 31, 2010 to RMB735.9 million as of
December 31, 2011, RMB1,013.5 million as of December 31, 2012 and RMB1,759.3 million as of June
30, 2013.
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Gross Margin

In 2010, 2011 and 2012 and the six months ended June 30, 2012 and 2013, our gross margin was
34.2%, 29.4%, 32.4%, 44.9% and 27.0%, respectively.

UNAUDITED PRO FORMA FINANCIAL INFORMATION

The following is an illustrative statement of unaudited pro forma adjusted consolidated net
tangible assets of the Company as of June 30, 2013 which has been prepared in accordance with
paragraph 4.29 of the Listing Rules for the purpose of illustrating the effect of (i) the issuance of
124,554,580 shares with a par value of HK$0.01 each to CHNR at a total consideration of HK$98.4
million as of December 12, 2013, the repurchase of the original issued one share of US$1.00 at par
and cancellation of the class of 50,000 ordinary shares with a par value of US$1.00 each (“Changes
in Share Capital”) and (ii) the occurrence of all the outstanding listing expenses between RMB37.9
million and RMB43.6 million pursuant to the completion of the listing by introduction on the Main
Board of the Stock Exchange (“Listing Expenses”). Please refer to the section headed “A. Unaudited
Pro Forma Adjusted Consolidated Net Tangible Assets” in Appendix VII to this listing document
which has been prepared for the purpose of illustrating the financial effects of certain changes in our
share capital and the occurrence of certain listing expenses.

Unaudited pro forma

Consolidated net Unaudited pro forma adjusted consolidated
tangible assets adjusted consolidated net tangible assets
attributable to owner net tangible assets per share
of the Company as of  Changes In Share attributable to owner attributable to owner
June 30, 2013 Capital @ Listing Expenses® of the Company of the Company?
(RMB in thousands) (RMB in thousands) (RMB in thousands) (RMB in thousands) RMB per share
196,439 77,538 (40,745) 233,232 1.87

Notes:

(I)  The audited consolidated net tangible assets attributable to owner of the Company as at June 30, 2013 is arrived at after
deducting non-controlling interests of RMB93.1 million from the audited consolidated net assets of RMB289.6 million
as at June 30, 2013, as shown in the Accountants’ Report, the text of which is set out in Appendix I to this listing

document.

(2)  On December 6, 2013, the Company increased its authorized share capital under which it may issue an aggregate of: (i)
a maximum of 50,000 shares of one class with a par value of US$1.00 each; and (ii) a maximum of 1,000,000,000
ordinary shares of one class with a par value of HK$0.01 each (the “Listco Shares”), pursuant to which CHNR completed
the subscription for 124,554,580 Listco Shares of the Company with a par value of HK$0.01 each at a total consideration
of HK$98.4 million as of December 12, 2013. Subsequently on December 12, 2013, the Company repurchased the one
share with a par value of US$1.00 in the Company held by CHNR at par and simultaneously, the Company reduced its
authorized but unissued share capital by the cancellation of the entire class of 50,000 ordinary shares with a par value
of US$1.00 each.

(3)  The amount represents estimated expenses relating to the Listing expected to be incurred by the Group subsequent to June
30, 2013 which mainly include professional fees for the Joint Sponsors, the Company’s legal advisers and reporting
accountants and other listing related expenses. The amount represents the best estimate of the Directors based on the
arithmetic mean of the range of expected listing expenses from RMB37.9 million to RMB43.6 million as disclosed under

the caption “Financial Information — Listing Expenses” to the listing document.
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(4)

(%)

(6)

The unaudited pro forma consolidated net tangible assets per Share attributable to owner of the Company is arrived at
after the adjustments as described in note 2 and note 3 above and is based on 124,554,580 shares as if the shares had

been issued as of January 1, 2013.

No other adjustment has been made to the unaudited pro forma adjusted consolidated net tangible assets to reflect any

trading results or other transactions of the Company entered into subsequent to June 30, 2013.

The translation of HK dollars to Renminbi has been made at the rate of HK$1.2688 to RMB1.00, the People’s Bank of
China Rate prevailing on December 12, 2013. No representation is made that the HK dollar amounts have been, could
have been or could be converted to Renminbi, or vice versa, at that rate or at any other rates or at all.

The following unaudited pro forma adjusted losses per share of the Company for the six months

ended June 30, 2013 has been prepared in accordance with Rule 4.29 of the Listing Rules, on the basis

of the notes set forth below, for the purpose of illustrating the effect of the occurrence of all the

outstanding Listing Expenses. Please refer to the section headed “B. Unaudited Pro Forma Adjusted

Losses Per Share” in Appendix VII to this listing document which has been prepared for the purpose

of illustrating the financial effects of the occurrence of certain listing expenses.

RMB in thousands

Audited consolidated losses attributable to owner of the Company” . . . (221,947)
Listing Expenses™®. . .. ... ... .. (40,745)
Adjusted consolidated losses attributable to owner of the Company. . .. (262,692)
Unaudited pro forma adjusted losses per share attributable to owner of

the Company®) . . .. ... .. (2.11)
Notes:
(I)  The consolidated net loss attributable to owner of the Company for the six months ended June 30, 2013 is extracted from

(2)

(3)

the consolidated income statements as shown in the Accountants’ Report, the text of which is set out in Appendix I to

this listing document.

The amount represents estimated expenses relating to the Listing expected to be incurred by the Group subsequent to
June 30, 2013 which mainly include professional fees for the Joint Sponsors, the Company’s legal advisers and reporting
accountants and other listing related expenses. The amount represents the best estimate of the Directors based on the
arithmetic mean of the range of expected listing expenses from RMB37.9 million to RMB43.6 million as disclosed under

the caption “Financial Information — Listing Expenses” to the listing document.

The calculation of the adjusted pro forma losses per share attributable to owner of the Company is based on the adjusted
consolidated losses attributable to owner of the Company for the six months ended June 30, 2013 and on the assumptions
that the Company had completed the listing by introduction on the Main Board of the Stock Exchange, pursuant to which
the outstanding listing expenses had been incurred on January 1, 2013 and the 124,554,580 shares had been issued to
CHNR on January 1, 2013.

OFF-BALANCE SHEET ARRANGEMENTS

As of the Latest Practicable Date, we did not have any material off-balance sheet arrangements.

We have not entered, and do not intend to enter, into any derivative transactions for trading purposes.

MARKET RISK DISCLOSURE

We are exposed to various types of market risks in the ordinary course of business, including

credit risk, foreign currency risk, interest rate risk and liquidity risk. We have not used any derivatives

or other instruments for hedging purposes.
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Credit Risk

We are exposed to credit risk in connection with our trade receivables, bill receivables and our

cash deposits.

Trade Receivables

Our trade receivables are mainly derived from anthracite coal sales and are typically unsecured.
We mitigate the credit risks relating to our trade receivables by performing credit evaluations and
monitoring outstanding balances of our trade receivables regularly. We recognize impairment for trade
receivables primarily based on our historical write-off experience, the age of the outstanding balances
and other factors regarding the specific customer’s credit-worthiness and current market conditions.
We have not recognized any provision for impairment of trade receivables in 2010, 2011, 2012 or the
six months ended June 30, 2013. Our largest five customers accounted for 66.6%, 73.5%, 56.7% and
72.8% of our revenue in 2010, 2011, 2012 and the six months ended June 30, 2013, respectively. Our
outstanding trade receivables from our largest five customers accounted for 59.4%, 84.2%, 87.2% and
53.6% of our total trade receivables in 2010, 2011, 2012 and the six months ended June 30, 2013,

respectively.

Bill Receivables

Bill receivables represent letters of credit obtained by our customers to finance purchases which
have been presented to banks for payment after delivery of goods to customers. As of June 30, 2013,
all of the bills underlying our outstanding bills receivables were issued by financial institutions. Bill
receivables typically have a term of maturity of six months.

Cash and Term Deposits

We maintain our cash and cash deposits primarily with PRC state-owned banks and Hong

Kong-based financial institutions which we believe are of high credit quality. We perform periodic

evaluations of the relative credit standing of those financial institutions.
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Commodity Price Risk

Our main exposure to commodity price risk relates to fluctuations in the average selling prices
of anthracite coal, which are affected to a significant extent by the market price of anthracite coal in
Guizhou province. Anthracite coal prices can fluctuate significantly and are affected by many factors
beyond our control. We have not engaged in any hedging transactions to manage our commodity price
risk. Set forth below is a sensitivity analysis illustrating the effects of a 30% increase or decrease in
the average selling price of our anthracite coal on our revenue and gross profit for the periods
indicated. The Company believes that the 30% increase or decrease in the average selling price under
the sensitivity analysis has covered the historical fluctuation of the average selling price of the

anthracite coal we produced during the Track Record Period.

Six months ended
June 30, 2013 Coal Price

Actual + 30% - 30%

(RMB in millions, except percentages)

Total revenue. . . .................... 54.7 16.4 (16.4)
% Change. .......... ... .......... 30% (30%)
Gross profit......... ... ... ... ...... 14.8 16.4 (16.4)
% Change. . ......... ... .......... 111.1% (111.1%)
Six months ended
June 30, 2012 Coal Price
Actual + 30% -30%

(RMB in millions, except percentages)

(unaudited)
Total revenue. . .. ................... 55.2 16.5 (16.5)
To ChANGE . . o oo oo oo 30.0% (30.0%)
Gross profit. . ... ... ... ... ... ... ... 24.8 16.5 (16.5)
% Change. .......... ... .......... 66.6% (66.6%)
Year ended
December 31, 2012 Coal Price
Actual +30% - 30%

(RMB in millions, except percentages)

Total revenue. . ..................... 141.9 42.6 (42.6)
% Change. .......... ... ... 30.0% (30.0%)
Gross profit. . ...... .. .. .. .. .. .. ... 46.1 42.6 (42.6)
% Change. ....................... 92.5% (92.5%)
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Year ended

December 31, 2011 Coal Price

Actual + 30% - 30%

(RMB in millions, except percentages)

Total revenue. . ... .................. 105.2 31.6 (31.6)
% Change. .......... ... ... ....... 30.0% (30.0%)
Gross profit....... ... ... ... ... ...... 30.9 31.6 (31.6)
% Change. .............. ... 102.2% (102.2%)

Year ended

December 31, 2010 Coal Price

Actual + 30% - 30%

(RMB in millions, except percentages)

Total revenue. . . .................... 38.7 11.6 (11.6)
% Change......... ... .. .. 30.0% (30.0%)
Gross profit. . ........ .. .. .. .. ...... 13.2 11.6 (11.6)
% Change. ....................... 87.8% (87.8%)

Foreign Currency Risk

Our financial statements are presented in, and our functional currency is, Renminbi. The
Renminbi is not freely convertible into foreign currencies. The SAFE, under the authority of the
PBOC, controls the conversion of Renminbi into foreign currencies. The value of Renminbi is subject
to changes in PRC Government policies and international economic and political developments which
affect the supply and demand of Renminbi. All foreign exchange transactions take place either through
the PBOC or other banks authorized to buy and sell foreign currencies at the exchange rates quoted

by the PBOC.
Interest Rate Risk

Our exposure to the interest rate risk arises primarily from our long-term obligations with
floating interest rates, including certain long-term bank and other borrowings and mining rights
payables. We have not entered into any interest rate swaps or any other hedging transactions to manage
our interest rate risks. As of June 30, 2013, 68.03% of the total outstanding principal amounts of our

bank and other borrowings, and all of our mining right payables, had floating interest rates. Set forth
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below is a sensitivity analysis illustrating the effects of a 100 basis point increase or decrease in
interest rates on our long-term interest-bearing bank and other borrowings and mining right payables

and on our profit before tax for the periods indicated:

Increase/(decrease) in Increase/(decrease) in
basis points profit before tax

(RMB in thousands)

Year ended December 31, 2010 ... ............... 100 (668)
(100) 668
Year ended December 31, 2011 .................. 100 (2,841)
(100) 2,841
Year ended December 31, 2012 .. ................ 100 (4,289)
(100) 4,289
Six months ended June 30, 2013 . ................ 100 (5,530)
(100) 5,530

Liquidity Risk

We manage our liquidity risk by regularly monitoring our liquidity requirements and compliance
with debt covenants to ensure that we maintain sufficient cash and cash equivalents to meet our
liquidity requirements. Set forth below is the maturity profile of our financial liabilities based on

contractual undiscounted payments as of the dates indicated.

On Less than 1to5 More than
June 30, 2013 demand 1 year years 5 years Total

(RMB in thousands)

Trade and bills payables. .. .............. — 97,737 — — 97,737
Other payables and accrued liabilities ... ... — 29,684 — — 29,684
Interest-bearing bank and other borrowings . . — 978,168 1,045,164 — 2,023,332
Due to related companies. ............... 140,633 — — — 140,633
Mining rights payable. . .. ............... — 38,976 97,764 — 136,740

Total. . ... .. .. . . . 140,633 1,144,565 1,142,928 — 2,428,126
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On Less than 1to5 More than
As of December 31, 2012 demand 1 year years 5 years Total
(RMB in thousands)
Trade and bills payable .. ............... — 103,798 — — 103,798
Other payables and accrued liabilities ... ... — 22,022 — — 22,022
Interest-bearing bank and other borrowings . . — 508,388 654,212 — 1,162,600
Due to related companies. ............... 672,401 — — — 672,401
Mining rights payable. . .. ............... — 32,234 110,524 — 142,758
Total. .. ... ... ... . . . . .. .. .. 672,401 666,442 764,736 — 2,103,579
On Less than 1to5 More than
As of December 31, 2011 demand 1 year years 5 years Total
(RMB in thousands)
Trade and bills payable .. ............... — 69,402 — — 69,402
Other payables and accrued liabilities ... ... — 9,964 — — 9,964
Interest-bearing bank and other borrowings . . — 277,992 557,015 49,146 884,153
Due to related companies. ............... 451,380 — — — 451,380
Mining rights payable. . .. ............... — 27,644 121,529 18,256 167,429
Total. . ... ... . . . .. 451,380 385,002 678,544 67,402 1,582,328
On Less than 1to5 More than
As of December 31, 2010 demand 1 year years 5 years Total
(RMB in thousands)
Trade and bills payable ................. — 80,017 — — 80,017
Other payables and accrued liabilities ... ... — 8,700 — — 8,700
Interest-bearing bank and other borrowings . . — 134,357 270,000 48,742 453,099
Due to related companies. . .............. 314,235 — — — 314,235
Mining rights payable. . .. ............... — 22,980 118,758 46,513 188,251
Total. . ...... ... . . . .. 314,235 246,054 388,758 95,255 1,044,302

STATEMENT OF NET CURRENT LIABILITIES

As of October 31, 2013, we had net current liabilities of RMB993.9 million. See “— Liquidity

and Capital Resources — Working Capital” for a discussion of our net current liabilities.
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DISCLOSURE REQUIRED UNDER THE LISTING RULES

As of the Latest Practicable Date, we are not aware of any circumstances that would give rise

to a disclosure required under Rules 13.13 to 13.19 of the Listing Rules.

DIVIDEND POLICY

We have not declared or paid any dividends since our incorporation, and we have no current
intention of declaring or paying any dividends after the completion of the Listing. However, the
determination to pay dividends will be made at the direction of our board of directors and will be
based on our profits, cash flows, financial condition, capital requirements and other conditions that
our board of directors deems relevant. The payment of dividends may be limited by legal restrictions

and agreements that we may enter into in the future.

See “Summary of BVI company law and taxation” included in Appendix IV — “Summary of the

Constitution of Our Company and British Virgin Islands Companies Law”.

RECENT ACCOUNTING PRONOUNCEMENTS

See note 2.3 to our consolidated financial statements included in Appendix I — “Accountants’

Report of the Company”.

NO MATERIAL ADVERSE CHANGE

The Directors have confirmed there has been no material adverse change in our financial position

or prospects since June 30, 2013.

— 195 —



RELATIONSHIP WITH OUR CONTROLLING SHAREHOLDERS

OUR CONTROLLING SHAREHOLDERS AND THEIR RETAINED BUSINESSES

As of the Latest Practicable Date, Mr. Li Feilie, through its 100% shareholding in Laitan
Investments, indirectly held 100% of the issued share capital of Feishang, which in turn held
approximately 58.13% of the issued share capital of CHNR. Mr. Li also directly held approximately
1.2% of the issued share capital of CHNR as of the Latest Practicable Date.

The Distribution will be satisfied wholly by way of a distribution in specie to all CHNR
Shareholders of an aggregate of 124,554,580 Shares, representing 100% of the issued share capital of
our Company, in proportion to their respective shareholdings in CHNR on the Distribution Record
Date. Pursuant to the Distribution, the CHNR Shareholders will be entitled to five Shares for every
CHNR Share held on the Distribution Record Date. As a result, following completion of the Spin-off,
although CHNR will no longer hold any interest in our Company, Mr. Li Feilie, Laitan Investments
and Feishang will continue to be our Controlling Shareholders and the controlling shareholders of
CHNR. In addition to his interests in CHNR and our Company, Mr. Li also engages in other businesses
through his approximately 60.74% interest in Feishang Enterprise. The following is a summary of the
businesses conducted by our Controlling Shareholders and Feishang Enterprise. The nonferrous metal
and non-metal mineral mining business of our Controlling Shareholders do not compete with our
business. Our Directors are of the view that (i) there is generally insignificant competition between
our core business and our Controlling Shareholders’ meager-lean coal business and (ii) adequate
measures have been put in place by our Group to ensure that there is insignificant competition between
our core business and the operations of Feishang Energy.

Nonferrous metal and non-metal mineral mining

° Copper. Feishang Enterprise, through its subsidiary, holds 49% of the equity interest in
Wuhu Hengxin Copper Industrial Group Co., Ltd., which in turn holds 28.74% of the equity
interest in Anhui Xinke New Materials Co. Ltd., a company whose shares are listed on the
Shanghai Stock Exchange. Wuhu Hengxin Copper Industrial Group Co., Ltd. is engaged in
the copper refining business and Anhui Xinke New Materials Co. Ltd. is involved in the
production of copper-based alloy materials.

° Iron, zinc and other nonferrous metals. In addition to coal mining operations which are
conducted through our Company, CHNR is also engaged in the exploration, mineral
extraction, processing and sales of iron, zinc and other nonferrous metals extracted or
produced at mines primarily located in Anhui province of the PRC. These operations are
conducted by Wuhu Feishang and Yunnan Feishang, through which the CHNR Group owns
and has the right to operate Yangchong Mine, Sichong Mine, Baiguochong Mine and
Luojiachong Mine.

° Non-metals minerals. Anhui Xinke New Materials Co. Ltd., a company which is held as to
28.74% by Wuhu Hengxin Copper Industrial Group Co., Ltd. which in turn is held as to
49% by Feishang Enterprise through its subsidiaries, also produces and sells non-metal
minerals and materials such as carbon fiber reinforced metal matrix composite, rare and
precious metals, and porcelain. In addition, Feishang, through its indirect subsidiary, Wuhu
Feishang Non-Metal Materials Co., Ltd., mines, produces and sells bentonite.
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Meager-lean coal
The Sanjiazhai Mine

Feishang Enterprise, pursuant to a trust arrangement, controls 100% of the equity interest in
Guizhou Jusheng Energy Co., Ltd. which in turn owns and operates the Sanjiazhai Mine. The
Sanjiazhai Mine is a meager-lean coal mine located in Liuzhi county of Guizhou province. The
Sanjiazhai Mine was acquired by Feishang Enterprise on November 29, 2010 to provide upstream
supply coking coal to its steel business. Feishang Enterprise has subsequently sold its steel business
in 2013. Feishang Energy, which has been preliminarily designated as a coal mine consolidator, is in
the process of acquiring the Sanjiazhai Mine from Feishang Enterprise in accordance with relevant
PRC laws, rules, regulations and mine consolidation policies and is expected to complete the
acquisition in 2014. Feishang Enterprise has also been attempting to sell the Sanjiazhai Mine
following the sale of its steel business but it has been unable to do so at a reasonable price. The
Sanjiazhai Mine will not form a part of our business upon completion of the Spin-off for the following
reasons:

° The Sanjiazhai Mine produces meager-lean coal rather than anthracite coal as produced by
our anthracite coal mines.

° The Sanjiazhai Mine is located in the Shuicheng District, which is designated as a
“special and scarce coal mine area” under the Interim Administrative Measures on the
Development and Utilization of Special and Scarce Coal (NDRC Order No. 16) ({FEFREFN
MRS B B R A B AT AL E) (P NRIEFMBE B X B RMAEZB G L 1698))
(the “Measures on Special and Scarce Coal”). Under the Measures on Special and Scarce
Coal, the development in “special and scarce coal mine areas” must be controlled (directly
and indirectly) by PRC parties. As a result, the Company cannot acquire and control the
Sanjiazhai Mine as our Controlling Shareholder is ultimately controlled by companies
incorporated outside the PRC.

° As of June 30, 2013, the Sanjiazhai Mine remained in the pilot run stage and is expected
to commence commercial production in 2014. The Sanjiazhai Mine does not satisfy the
listing requirements under Chapter 18 of the Listing Rules for the following reasons:

o the Directors do not consider Sanjiazhai Mine to hold a meaningful portfolio of coal.
It only has an estimated annual production capacity of 150,000 tonnes of meager-lean
coal and total estimated resources of §8.42 million tonnes under the PRC Solid Mineral
Resources Reserves Classification Code.

° In 2010, 2011 and 2012, the unaudited revenue of the Sanjiazhai Mine was RMB35.0
million, nil and nil, respectively. During the Track Record Period, the Sanjiazhai Mine
continued to incur losses. As of December 31, 2010, 2011 and 2012, the unaudited net
assets of the Sanjiazhai Mine were RMB10.0 million, RMB5.7 million and RMB9.0
million, respectively. The Sanjiazhai Mine is expected to continue incurring losses
before its commercial production. The above unaudited financial information of the
Sanjiazhai Mine was derived from the management accounts of the Sanjiazhai Mine.
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o The Sanjiazhai Mine is held by Feishang Enterprise under a trust arrangement
pursuant to which the trustee, a PRC individual, agreed to acquire and hold the interest
in the Sanjiazhai Mine for the benefit of Feishang Enterprise for purpose of
negotiating a lower acquisition price. Although Feishang Enterprise is a domestic PRC
company, the controlling shareholder of Feishang Enterprise, Mr. Li Feilie, has
become a Macau resident. As a result, it is unclear whether Feishang Enterprise is
subject to the restrictions on foreign investment under the Catalogue and the Measures
on Special and Scarce Coal. Furthermore, the trust arrangement was entered into
before the Measures on Special and Scarce Coal came into effect and, as a result, it
is unclear whether the Measures on Special and Scarce Coal will apply to the trust
arrangement retrospectively. Based on the foregoing, our PRC legal advisers,
Commerce & Finance Law Offices, has advised us that it remains uncertain whether
such trust arrangement will be valid under the PRC law and regulations. Accordingly,
Feishang Enterprise may not be able to legally transfer valid title in the Sanjiazhai
Mine to our Group and therefore unable to meet the requirements under Rule 18.03(1)
of the Listing Rules.

° As mentioned above, our Group is not a PRC party and is not permitted to own or
control the Sanjiazhai Mine. If the Sanjiazhai Mine is transferred to us, we would not
be in compliance with PRC laws.

° Feishang Enterprise has been attempting to sell the Sanjiazhai Mine. Although it has
not been successful in doing so, Feishang Enterprise is continuing to locate buyers for
the Sanjiazhai Mine. In the meantime, Feishang Enterprise is in the process of selling
the Sanjiazhai Mine to Feishang Energy as Feishang Energy has been preliminarily
designated as a coal mine consolidator.

Our Directors believe that there is generally insignificant competition between our core business
and the operations of the Sanjiazhai Mine for the following reasons:

° The Sanjiazhai Mine produces meager-lean coal, which is primarily supplied to coal
processing plants and coking plants in Shuicheng city for the production of coking coal,
whereas our Company produces anthracite coal, which is mainly sold to power plants and
occasionally to chemical plants. Coking coal is not part of our Group’s product mix.

° The Sanjiazhai Mine is limited in scale with an expected resources of 8.42 million tonnes
of meager-lean coal under the PRC Solid Mineral Resources/Reserves Classification Code,
compared to our Company’s proved and probable reserves of approximately 208.87 million
tonnes.

° The coal characteristics and intended uses of meager-lean coal and anthracite coal are
different. According to the Chinese Coal Classification Standard, meager lean coal has
volatile matter content matter between 10% to 20%. Our anthracite coal is primarily being
sold as thermal coal and chemical coal, while meager lean coal produced from the
Sanjiazhai Mine will only be sold as coking coal, which is not part of our product mix.
Although during the Track Record Period, we have not produced any PCI coal, we intend
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to begin selling PCI coal in 2014 and significantly increase our sales of chemical coal as
part of our strategy. In particular, we plan to increase our sales of chemical coal from 4%
of the total sales for 2013, to 22% for 2014 and 61% for 2015 and increase our sales of PCI
coal from nil for 2013, to 8% for 2014 and 21% for 2015. The sales of thermal coal are
expected to decrease from 96% for 2013 to 70% for 2014 and 18% for 2015. Although
meager lean coal may be used as PCI coal, meager lean coal produced at the Sanjiazhai
Mine has never been sold as PCI coal and neither Feishang Energy nor Feishang Enterprise
has the capability to process meager lean coal produced from the Sanjiazhai Mine for use
as PCI coal. As a result, the production of meager lean coal and sale of coking coal do not
form part of our core business and the ownership by Feishang Enterprise of the Sanjiazhai
Mine does not result in a breach of the Deed of Non-Competition by the Controlling
Shareholder. Accordingly, the Directors are of the view that there is generally insignificant

competition between our core business and the operations of the Sanjiazhai Mine.

It is expected that the Sanjiazhai Mine will, once it begins commercial production, produce
meager-lean coal and sell them to coal processing plants and coking plants. On the other hand, we
expect to continue to produce anthracite coal and sell the vast majority of our anthracite coal as
chemical coal and thermal coal, with the rest as PCI coal. We currently do not have any plan to expand
into the meager-lean coal business given the different end uses of meager-lean coal, compared to
anthracite coal. If we intend to expand into the meager-lean coal business in the future, we will be
entitled under the Deed of Non-Competition to exercise our pre-emptive right to acquire the Sanjiazhai
Mine.

Feishang Energy and Guizhou Puxin and their statuses as coal mine consolidators in Guizhou
province

Feishang Energy and Guizhou Puxin have been assessed to qualify as coal mine consolidators in
Guizhou province. There is no restriction on the number of coal mines that can be acquired by Guizhou
Puxin in Guizhou province. The details of such assessment are set out in the confirmation letters
issued by the Energy Bureau of Guizhou Province and the Leading Group Office of Guizhou Province
on Coal Enterprises Consolidation (the “Leading Group Office”) on July 16, 2013 and August 23,
2013, respectively (the “Confirmation Letter”). For the reasons set forth below, our Controlling
Shareholders and our Group are of the view that it would be in our Group’s best interests that Feishang

Energy be officially designated and continue to be designated as a coal mine consolidator.

The Confirmation Letter

The Confirmation Letter confirmed the following:

° Feishang Energy, an indirect wholly-owned subsidiary of Feishang Enterprise, is one of the
coal enterprises that have been assessed as meeting the requirements to be a coal mine
consolidator in Guizhou under the notice published by the Leading Group Office on
February 28, 2013.
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° Guizhou Puxin (including its subsidiaries and their anthracite coal mines) is an affiliated
entity of Feishang Energy. Guizhou Puxin has been assessed to have met the basic
requirements to qualify as a coal mine consolidator in Guizhou province.

° If two or more entities under the same control altogether have been assessed to satisfy the
coal mine consolidator requirements, only one entity will be officially designated as being
a coal mine consolidator pursuant to the principles and policies in respect of the assessment
of coal mine consolidator status. Notwithstanding this, Guizhou Puxin, as an affiliated
entity of Feishang Energy, will be deemed as a coal mine consolidator after Feishang
Energy has been officially designated as a coal mine consolidator.

° Accordingly, Guizhou Puxin (including its subsidiaries and their anthracite coal mines)
would not be subject to consolidation or be required to close down under Guizhou
province’s consolidation policies.

° Upon the request of the relevant government authorities in Guizhou province to acquire or
consolidate another coal mine or coal enterprise in Guizhou province (the “Consolidation
Opportunity”), the ultimate beneficial shareholder of Feishang Energy and Guizhou Puxin
has the full discretion to determine either one of them to be the primary acquirer. See “—
Deed of Non-Competition-Options to purchase” and “— Deed of Non-Competition-Rights
of first refusal and first offer”.

Although Guizhou Puxin (including its subsidiaries and their anthracite coal mines) would not
be the subject of or be subject to acquisition or consolidation by other third party coal mine
consolidators in Guizhou province, its subsidiaries or their anthracite coal mines may still be required
to temporarily suspend operations under relevant PRC laws and regulations. For example, under the
“Notice of the Implementation Rules on Accelerating the Progress of Merging and Restructuring Coal
Mining Enterprises of Guizhou Province” (BINEDEE (& M & 02300 H A TAEE AR 18
A1), coal mines which do not meet certain production capacities or gas outburst requirements are
required to suspend operations pending consolidation arrangements. Moreover, as Gouchang Coal
Mine’s permitted annual production capacity is 90,000 tonnes which is below the 300,000 tonnes as
required under relevant laws for mines of its characteristics, operations at Gouchang Coal Mine have
been suspended since March 2013 pending our acquisition of a nearby coal mine and Gouchang Coal
Mine achieving certain production capacity targets under the “Notice of the Implementation Rules on
Accelerating the Progress of Merging and Restructuring Coal Mining Enterprises of Guizhou
Province”.

Our PRC legal advisors, Commerce & Finance Law Offices, advise that the Energy Bureau of
Guizhou Province is competent to provide its confirmation upon its consultation with the Leading
Group and the Energy Bureau of Guizhou Province confirmed it has consulted the Leading Group on
its confirmation and that the Leading Group Office is the competent authority to issue its confirmation
letter.

The consolidator qualifications of an officially designated consolidator are subject to review and
examination on a quarterly basis. If the officially designated consolidator no longer meets the requisite
conditions for being a consolidator, its qualifications may be revoked by Guizhou Provincial Coal
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Mining Enterprise Merger and Reorganization Work Leading Group (& M & /i 33 0F