

















APPENDIX VI TECHNICAL REPORT OF THE INDONESIA MINING COMPANY

Figure 5 — SEM Coal Resource Limits
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Through the application of mining factors, the geological model In Situ coal was converted
to ROM (“Run of Mine”) coal to produce a ROM model. The Minex Optimiser software was
then used to generate a series of incremental pit shells based on a range of coal selling
prices.

An economic model was prepared for the mining operation to determine the project
breakeven Stripping Ratio (SR); 3.5:1 bank cubic metres to tonne (bcm:t). The pit
optimisation results were examined and pit shells selected which had an incremental SR of
3.4:1 bcm:t, which is slightly lower than the breakeven SR. Higher strip ratios than this

would mean the mining cost is greater than revenue for the next incremental pit expansion.

The selected pit shell (Optimised Pit Shell) was modified to form a “practical design”
(Mineable Pit Shell). This practical pit shell contain approximately 36 Mt of ROM coal.

SEM coal will be sold unwashed, so no metallurgical recovery factors have been applied.

Rimau provided a “data sheet” of unit costs relevant to SEM. MMC checked these for
reasonableness against other production costs known to MMC.

These unit rates were then used to calculate the cost to deliver coal to a ship (FOB vessel)
Taboneo. This allowed a breakeven SR to be estimated and was also used to calibrate the
Optimiser software. The following points summarise the cost and revenue factors used for
the estimate:

° all costs are in US dollars,

° a benchmark coal price of $90 per tonne for coal of CV 6,322 kcal/kg (gar) was
used for the estimates,

e this benchmark price was adjusted on a pro rata basis using the average calorific
value for the pit, a further discount of 45% was then applied resulting in an SEM

coal price of approximately $26.46/t,

e royalties of 5% of revenue less marketing, barging and shipping costs have been
allowed,

° a fuel price of 65 cents per litre was used for mining costs,
e  waste and coal mining costs were estimated at approximately $8.40,
e a coal haulage cost of approximately $4.90,

° allowances were made for crushing, stockpiling, barge loading and ship loading
which totalled approximately $10 per tonne,

e  administration, environmental and marketing were estimated to be approximately
$2.20 per tonne, and
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° a Value Added Tax (VAT) of 10% was applied to all cost elements except
administration and marketing costs.

The 45% price discount used is based on an extrapolation of the trend of recent price
discounts used by major coal producers in Indonesia for other low rank coal products that
are known to MMC and CMI. This discount is also in the range of discounts for coals with
energy values similar to that at the SEM deposit, which other coal marketing specialists
have indicated to MMC.

Results of the optimiser runs are given in Table 2.6 and shown graphically in Figure 6.

Table 2.6 — Pit Optimiser Results for Variable Revenues

Strip
Coal Price Waste Potential Mineable Quantities (IMt) Ratio Energy
Total Coal
Coal within (Including
Measured & Coal Within Coal In
Indicated Inferred Inferred
Resource Resource  Resource kcal/kg
US$/t Mbcm Boundary Category) Category bem/t gar
24.00 38 18 21 3 1.8 3,397
25.00 54 23 27 4 2.0 3,386
26.00 88 30 36 6 2.4 3,377
27.00 100 33 38 5 2.6 3,377
28.00 123 36 44 8 2.8 3,368

What Table 2.6 shows is that if the long term outlook for coal prices was to change,
the potential Coal Reserve numbers would similarly change. Using a long term coal price of
US$24, the potential Coal Reserves would reduce to 18 Mt. Using a long term coal price of
US$28, the coal Reserves would increase to 36 Mt.

It is up to the individual investor to determine an appropriate long term coal price.
MMC has relied upon CMI’s estimate of US$26.46 per tonne for use in its JORC Reserves
Assessment.

This optimisation also shows that there is potential to increase Coal Reserves,

following the upgrade of Inferred resources to Indicated or Measured, based on further
exploration drilling.
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Figure 6 — Pit Optimiser Results for Coal Prices (Coal in Mt and Strip Ratio in bem:t)
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As at the time of the JORC Reserves report the current coal market was in a state of
volatility due to the recent global financial crisis which resulted in coal prices in early 2009
well below previous historical highs. Following this low there has been a gradual recovery
in coal prices throughout 2009 with a significant peak in coal prices in late 2009.

Both MMC and CMI have taken a longer term view of coal pricing and have not used
peak prices as a basis for their long term forecast. CMI has also applied a discount factor to
the projected coal price as SEM coal is at the lower end of coal quality in the international
market and is considered an “emerging” market rather than an “established” market. The
SEM coal deposit is very sensitive to coal price due to the geological setting, i.e. a single
relatively flat lying coal seam of relatively low rank. Sensitivity studies show that a
relatively small variation is coal price has a significant impact on potential Mineable
Quantities (ROM coal).

Rimau is also investigating potential blending options with other local producers of
higher energy, higher sulphur coal to produce a superior blended product. This report is
based on the production of a single “stand alone” SEM product coal and does not evaluate
potential blending options with “third party” coal.

For estimating Reserves according to JORC, MMC ultimately used CMI’s product coal
price of US$26.46/t. JORC Reserves are given in Table 2.7.
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Table 2.7 — Total Open Cut Coal Reserves

Reserves ™ Ash TS Cv

(Mt) (%) (% ar) (% ar) (kcal/

kg gar)

Proved - - - - -

Probable 30 43.6% 5.5% 0.13% 3,390

Totals 30 43.6 % 5.5% 0.13% 3,390

Reserves by seams are given in Table 2.8.

Table 2.8 — Probable Open Cut Coal Reserves by Seam

Seam Reserves ™ Ash TS Cv

kt (%) (% ar) (% ar) (kcal/

kg gar)

SMO0O7U 460 45.7 7.1 0.26 3,184

SMO7L 800 45.7 6.6 0.25 3,217

SMO08 980 48.5 7.4 0.17 2,987

SMO09U 2,660 43.4 9.3 0.16 3,160

SM09M 22,200 43.4 4.4 0.12 3,476

SMO9L 3,000 43.4 10.0 0.16 3,119

Totals 30 Mt 43.60 5.50 0.13 3,390

Coal qualities reported for Coal Reserves vary from the qualities reported for Coal
Resources (Table 2.4) due to two principal factors. Firstly, the Coal Resource qualities are
based on the whole coal deposit while Coal Reserves qualities are only for coal within the
Mineable Pit Shell. Secondly, Coal Reserve qualities have also been modified and effectively
reduced by assumed coal losses and dilution factors.

A plan showing the mineable pit shell is provided in Figure 7.

There are a number of technical, marketing and planning issues which may impact on
the stated mining Coal Reserves. These include:

° detailed geotechnical studies,

° additional exploration drilling, including the following:

more detailed coal quality drilling,

infill drilling to the northern lease boundary, and
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° subcrop drilling particularly in the southeast of the deposit where the seam

dips are relatively shallow,
e updates to the geological model,

e  more detailed mine planning,

e ongoing coal handling and product sizing studies which may impact on long term

coal product quality,

° coal quality and material characteristics results of actual large scale trial

shipments, yet to be undertaken,

e  more detailed marketing studies, including long term coal pricing due to the very
sensitive nature of the economics of the coal deposit to coal price, and

° the level of market acceptance of the blended coal product.

These issues may cause the pit shell and Reserves to change in future JORC

statements.

2.5 CAPITAL AND OPERATING COSTS

The Company is still finalising the detailed capital and operating cost forecast for the
mine. MMC has used industry standard operating cost assumptions for its reserve

assessment.

The Economic Model prepared to estimate the JORC Reserves, determined the
Reserves based on a breakeven strip ratio of 3.5:1, and using the base cost as outlined in

Table 2.9. These costs exclude taxes and royalties.

Table 2.9 — Typical Operating Costs

Unit Cost

Waste and Mining

Coal Haulage Cost
Crushing/Stockpiling/Barging/Ship Loading
Administration, Environmental and Marketing

Total
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Figure 7 — SEM Mineable Pit Shell
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2.6 COAL MARKETING

MMC recommended the Company to commission Coal Marketing International Pty Ltd
(“CMI”) to provide a coal marketing report that estimated a value for SEM product coal or
similar, that could be used to assist with estimating JORC Reserves. As a result, CMI
prepared and issued the following report:

° “Marketing and Coal Quality Assessment and Value Assessment of PT Rimau
Indonesia Coal”, for PT Rimau (Indonesia), by Coal Marketing International Pty
Ltd, dated March 2010.

CMI operates an independent technical consultancy providing coal resource evaluation,
coal preparation, coal marketing and mine valuation services to the resources and investment
sectors. The primary author, Mr. Peter Gunn, is a professional coal specialist in the areas of
coal geology and marketing. He has over 30 years international experience in the coal
industry, most of which was in Australia, New Zealand and Indonesia. He is a member of
the Australasian Institute of Mining and Metallurgy (“AusIMM”) and has the appropriate
qualifications, experience and independence to satisfy the requirements of Competent Person
under the JORC Code.

CMI requested Rimau provide supporting documentation for any coal contracts, coal
prices, escalation formulae and internal cross linkages between companies prior to
preparation of their report.

It is recognised that SEM coal has very high moisture which may only be acceptable to
certain markets. To assist the process of valuing the coal, CMI recommended that Rimau
mine a 10,000 t sample from a reasonably well drained pit and to prepare 500 t stockpiles to
help determine the handling characteristics and coal properties on a range of sizes.
Specifically, tests were designed to determine how much moisture drained from the coal in
stockpiles. The Company accepted the recommendation and test programmes were
undertaken.

CMTI’s actual scope of works included the following:

° “Coal Resources — Liaise with MMC on the likely coal resources that may be
developed. Provide Rimau with an appraisal of potential prices which the coal
may attract in current and future markets.

° Sales — Develop a likely sales matrix of the coals identified above.

° Quality Related Matters — Describe the coal quality with respect to the coal
currently marketed by Rimau and other “Environmental” coals that are likely to

compete with this coal.

° Other Matters — Comment on other matters of importance not covered above.”
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CMI concluded the following with regard to SEM coal:

1.

The Company’s SEM coal is ultra-low sulphur thermal coal of low rank that is
suitable in the international coal marketplace as a blending coal; or alternatively
for the domestic thermal power station market. SEM is one of a number of coals
that can be sold and used because of their relatively clean burning characteristics
and low level of pollutants in the form of suphur oxides, nitrous oxides and
potential coal ash leachates.

SEM coal is similar to Ecocoal and other Warukin Formation coals from South
and Central Kalimantan. The major difference is the apparent higher moisture

content.

SEM ROM coal quality assumed for estimating coal pricing is given in Table 2.9.

Table 2.9 — SEM ROM Coal Quality

Total Moisture % (TM) (ar) 43.6%
Inherent Moisture % (IM) (adb) 16.5%
Ash % (ash) (adb) 5.5%
Total Sulphur % (TS) (adb) 0.13%
Calorific Value (CV) kcal/kg (gar) 3,390

4. SEM coal is very high moisture content. Stockpile testing using freshly mined

bulk samples led to CMI recommending that SEM cover coal stockpiles to
achieve the greatest moisture loss without significant decrepitation of the coal.

Rimau has contracts in place for SEM coal through its affiliate company, PT
Dayaindo, for low calorific value (“CV”) and low sulphur coal to blend with other
coals it currently purchases from the same region. By blending low sulphur SEM
coal with higher CV coals Dayaindo will be able to meet its market commitments
for a range of medium CV export thermal coals and low rank domestic coal.

It is expected that the Indonesian government will require that 30% of SEM
production be dedicated to the domestic market as part of the Domestic Market
Obligation. This has been allowed for in the estimate of coal prices.

Current price for SEM coal is estimated by CMI at US$31.44 per t FOB vessel at
Taboneo. The basis for this estimate is the current contracts and the results of
stockpile draining tests conducted by SEM on coal bulk samples.

CMI forecast future prices for Newcastle bench mark coal at 6,322 kcal’kg GAR;
increasing in the short term to US$95/t and then reducing to US$90/t in the
longer term. A schedule of forecast pricing by CMI is given in Table 2.10. MMC
applied a long term benchmark coal price of $90.00.
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Table 2.10 — Forecast Coal Prices Newcastle and SEM FOB Taboneo (US$/t)

Coal 2009 2010 2011 2012 2013
Newcastle

6,322 kcal/kg $90 $95 $90 $90 $90
SEM

3,390 kcal/kg $26.46 $27.97 $26.46 $26.46 $26.46

Anyone relying on this report to make corporate/financial decisions should obtain their
own assessment of future coal prices to ascertain the potential mineable (and saleable)
quantities of SEM coal.

Rimau has also commenced a coal handling study, aimed at further understanding the
coal properties over time. As the study has only recently commenced, the preliminary results
and findings are not incorporated in the Reserve estimates.

Rimau is also investigating potential blending options with other producers of higher
energy coals to produce a blended product. This report is based on the production of a
single “stand alone” SEM product coal and does not evaluate potential blending options with
“third party” coal.

2.7 MINING OPERATIONS

Trial mining commenced on the 12th of December 2009 and production to the end of
December was approximately 2,700 t. Production for January 2010 totaled 7,800 t, which
was heavily impacted by rainfall.

Currently the production capacity of the existing infrastructure is estimated to be
approximately 50,000 t per month, and Rimau have advised that they are targeting to lift
this maximum production capacity to 500,000 t per month progressively up until 2011, to
achieve an annual production target of 3 Mt in 2011 and 6 Mt in 2012. These production
targets are subject to further capital investment, and only allow for minimal downtime due
to weather or other unforeseeable operational difficulties, and in this regard may not
materialize.

Current conceptual planning work by MMC has only been completed for a ramp in
capacity to 2 Mt in 2011, and 3 Mt 2012, however Rimau have advised that detailed
construction planning work will be completed in mid 2010 and commencement of
construction will commence shortly thereafter.

Actual coal production levels will be dependent on the completion of construction of
coal handling facilities required to support such production forecasts plus the mobilisation of
the suitable mining equipment fleets and performance of the mining operator. Current coal
handling is through third party facilities with limited capacity. A detailed construction
schedule is still under preparation as of the time of reporting.
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There is a potential risk that this planning work and the resultant implementation
schedule for the production ramp up may not achievable due to a number of both technical
and non technical factors.”

The mining method can be described as “multi seam, shallow dip open cut coal mining
using truck and shovel equipment in a haulback operation.” After the initial box cut waste
has been hauled to ex-pit dumps, waste will be hauled back into the mined out area, when
pit room is available and the dump area will then be rehabilitated. The proposed open cut
operation will use hydraulic excavators and trucks to mine the coal and waste. In areas of
steeper dips, the low walls will need to be constructed at lower angles to prevent low-wall
failure. Pits must be developed and mined in the SEM leases simultaneously to comply with
Mines Department regulations. This can be managed with appropriate production scheduling
and blending of coal. Planned coal production will require blending from both higher and
lower ash coal to maintain the average blend.

2.8 INFRASTRUCTURE AND COAL HANDLING

Construction of facilities including offices and a camp have commenced as of the date
of reporting. The 41 km coal haul road from the trial pit uses a pre-existing road previously
owned and built by Pertamina and now reportedly under the control of the regional
government. The haul road at this time is not all-weather and some sections of the road
close to the river require maintenance and upgrade where it traverses swampy areas.

The run-of-mine (ROM) coal will not be washed but is to be crushed to produce a
thermal export coal. The crushing, stockpiling and barge loading facility is to be constructed
at Telang Baru on the Napu River, a tributary of the Barito River, which is reported to be
capable of handling 5,000 t barges. Currently barges are loaded by truck and front end
loader. Coal is to be barged approximately 180 km to the offshore transhipment port at
Taboneo at the mouth of the Barito River. The Company has plans to increase the capacity
of the barge loading facility, to enable it to handle 300ft (8,000 t) barges.
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ANNEXURE A - QUALIFICATIONS AND EXPERIENCE

Andrew Ryan — Runge Asia Limited — General Manger North Asia — Bachelor of
Engineering, Mining — University of New South Wales, Master of Applied Finance and
Investment (Finsia) — Member of Australasian Institute of Mining and Metallurgy —
Associate of Financial Services Institute of Australasia

Andrew has worked with MMC over the past eight years and has been actively
involved in all areas of mining consulting. Most recently, in 2009 has relocated to Hong
Kong to establish Runge Asia Limited’s new office. Prior to this Andrew was in Beijing as
M-MC’s Chinese Business Manager responsible for the establishment and growth of
M-MC’s China business. During this time Andrew was involved with and/or project
managed numerous mining related assignments in North Asia. This work has included the
project management of due diligence studies, valuation reports, opportunity assessments,
conceptual development studies, and feasibility assessments for both domestic and
international clients. The projects that these studies have focused on have covered a variety
of minerals including coal, iron ore, copper, nickel, gold and molybdenum. Andrew has also
had significant experience with due diligences for capital raisings and PO related projects.
Andrew has travelled to and worked on mining projects in Australia, China, Mongolia,
Russia, Ukraine, the Philippines, the Democratic Republic of the Congo, and Papua New
Guinea.

Bill Park — PT Runge Indonesia — General Manager South Asia — BSc (Geology),
BEcon, MAIG

Bill is a qualified Geologist, currently holding the position of Managing Director of PT
Runge Indonesia (PTRI). He is based in Jakarta and has more than 35 years experience (the
past 18 years in Indonesia) in all facets of open cut coal mining. Areas of expertise include
project due diligence, project development, mine management, resource assessment,
geological modelling and mine design, feasibility studies, and exploration management. He
has held mine site positions from Mine Superintendent to General Manager. Technical
experience has included coal projects in the Bowen and Surat Basins, Queensland, Perth
Basin, Western Australia, Indonesia, the Philippines and New Zealand. With reference to the
Australasian Code for Reporting of Identified Mineral Resources and Reserves, he is
considered a competent person to validate statements for Coal Resources.

Michael Trainor — PT Runge Indonesia — Business Manager, Bachelor of Engineering,
Mining

Michael is a qualified Mining Engineer, currently holding the position of Business
Manager with PT Runge Indonesia. He is based in Jakarta and has worked in the mining
industry for over 25 years, in both the coal and hard rock resource sectors, throughout
Australia, South America and Indonesia, where he has more 10 years experience in the coal
industry. The majority of Michael’s employment has been either directly with large mining
contractors or with major mining houses managing operations involving contractors. Michael
has extensive experience in negotiating and managing contracts, (from mining to
infrastructure and supply arrangements), estimating, project evaluation, mine planning,
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operations management and corporate financing. With reference to the Australasian Code for
Reporting of Identified Mineral Resources and Reserves, he is considered a competent
person to validate statements for Coal Reserves.

Ron Siwinski — BSc. Minarco-MineConsult Senior Mining Engineer, Engineering
(Massachusetts), Water Resources (MIT)

Ron was born and educated in the USA and came to Australia in 1974. After a 6 year
career as a civil engineer, he worked as Senior Mining Engineer, Operations at Cliffs Robe
River Iron Ore in Western Australia in the 1970’s. From 1980 to 2000 he was Mining
Engineer, Project Management Engineer and General Manager, Engineering for Southern
Pacific Petroleum NL and was heavily involved in their Queensland shale oil projects. Ron
has considerable experience in mine planning, feasibility studies, economic analysis and
mine development. His main area of expertise is project management. Ron has been a
mining consultant since 2000.

Company’s Relevant Experience

Minarco-MineConsult, part of the Runge Group, is a premier international consulting
and engineering firm. It provides a full range of services from pure technical consulting
through to strategic corporate advice. And undertake assignments on mining projects
covering a range of commodities and countries, serving clients in most of the countries
around the West Pacific Rim region.

Minarco-MineConsult maintains a full time staff of qualified specialists in the fields of
mining engineering, geology, process and metallurgical engineering, environmental and

geotechnical engineering, and environmental economics.

Minarco-MineConsult typically completes over 200 assignments per year and has over
300 professionals (through its parent Runge Group) available in disciplines including:

e  Mining Engineering;

° Minerals Processing;

° Coal Handling and Preparation;
° Power Generation;

° Environmental Management;

° Geology;

e  Contracts Management;

° Project Management;

° Finance;
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° Commercial Negotiations.

The roots of Minarco-MineConsult were established in the Australian mining industry.
Minarco-MineConsult is committed to compliance with the codes which regulate Australian
corporations and consultants and has established an International business which has
continued to give its clients and those that rely on its work the confidence that can be
associated by the use of the relevant Australian codes.

These codes include:

° The Australian Corporation Law;

° The Australian Institute of Company Directors Code of Conduct;

e  The Securities Institute of Australia Code of Ethics;

° The Australasian Institute of Mining and Metallurgy Code of Ethics;

° The Australasian Code for Reporting of Exploration Results, Mined Resources and
Ore Reserves (The JORC Code).

Minarco-MineConsult has conducted numerous mining technical due diligence
programs and reporting for IPO’s and capital raisings over the past six years, with
involvement in projects raising a total of over $US 10 billion of capital. This and other
work is summarised in Table Al.

Table A1 — Mining Related IPO and Capital Raising Due Diligence Experience

2009 Metallurgical Corporation Of China Ltd (“MCC”); Independent Technical
Review for inclusion in a Prospectus to support a stock exchange listing on the Hong Kong
Stock Exchange.

2009 Nubrands Group Holdings Limited, Guyi Coal Mine; Independent Technical
Review for inclusion in a Stock Exchange Circular to support a mining asset purchase by a
listed Hong Kong Company.

2008 China Blue Chemical Limited, Wangji and Dayukou Phosphate Mines:
Independent Technical Review for inclusion in a Stock Exchange Circular to support a
mining asset purchase by a listed Hong Kong Company.

2008 Kenfair International (Holdings) Limited, Shengping Coal Mine: Independent
Technical Review for inclusion in a Stock Exchange Circular to support a mining asset
purchase by a listed Hong Kong Company.

2007 China Railway Company Limited, African Copper/Cobalt Assets: Capital

raising for mining assets on the Hong Kong Stock Exchange. Preparation of CPR for
planned IPO on the HKSE.
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2007 Ko Yo Ecological Agrotech (Group) Limited Sichuan Phosphate: Independent
Technical Review for inclusion in a Stock Exchange Circular to support a mining asset
purchase by a listed Hong Kong Company.

2007 Prosperity International Holdings Limited, Guilin Granite Project:
Independent Technical Review for inclusion in a Stock Exchange Circular to support a
mining asset purchase by a listed Hong Kong Company.

2007 China Primary Resources — Independent Technical Review for inclusion in a
Stock Exchange Circular to support a mining asset purchase by China Primary Resources.

2008 Kenfair International (Holdings) Limited, Shengping Coal Mine: Independent
Technical Review for inclusion in a Stock Exchange Circular to support a mining asset
purchase by a listed Hong Kong Company.

2007 China Railway Company Limited, African Copper/Cobalt Assets: Capital
raising for mining assets on the Hong Kong Stock Exchange. Preparation of CPR for
planned IPO on the HKSE.

2007 Gloucester Coal Limited — Independent Technical Review for Australian Stock
Exchange Scheme of Arrangement.

2007 Confidential Hong Kong Private Equity Partners — Independent Technical
Review to support private equity capital raising to purchase lead/zinc mining assets in Tibet.

2007 Confidential International Investor — Independent Technical Review to support
private equity capital raising to purchase iron ore assets in Hubei. Preparation of ITR.

2007 Whitehaven Coal Limited — Independent Technical Review for Australian Stock
Exchange IPO.

2007 Confidential Privately Owned Coke Producer — Capital raising for purchase of
Coal Mines and downstream coal washing, coke production and chemical production

facilities. Preparation of CPR for planned IPO on the HKSE.

2007 China Molybdenum Group — Capital raising for large scale Molybdenum mine
on the Hong Kong Stock Exchange. Preparation of CPR for IPO on the HKSE.

2007 Confidential International Investor — Independent Technical Review to support
purchase of Gold Mine In Hubei Province.

2006 Excel Mining — Independent Technical Review for Australian Stock Exchange
Scheme of Arrangement.

2006 Celadon Mining Investment Group (UK) - Capital raising for coal mine
purchase in China and planned subsequent listing on AIM
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2005 Yanzhou Coal Mining Company Limited — Independent Technical Review of
coal projects to satisfy ongoing listing requirements of the HKSE and NYSE following IPO.

2004 Excel Mining — Independent Technical Review for Australian Stock Exchange
IPO (current market capitalisation over $US1billion)

2004 Excel Mining — Independent Market Review for Australian Stock Exchange IPO
2003 New Hope — Independent Market Review for Australian Stock Exchange IPO

2003 Confidential — Independent Market Review on 50 Mtpa operation in Kazakhstan
for LSE listing (has not proceeded)

2003 Xstrata plc — Competent Person’s Report for London Stock Exchange Chapter 19
Report for Acquisition of MIM Assets including mines, rail and port review ($US 2.5
billion)

2002 Xstrata ple — Competent Person’s Report for London Stock Exchange IPO
($US2.3 billion)

2002 Kaltim Prima, Indonesia — Independent Technical Review for advising project
financiers to acquisition ($US445 million)

2001 Enex Resources — Independent Technical Review for Australian Stock Exchange
IPO

2001 Macarthur Coal Limited — Independent Technical Report and Market Review for
Australian Stock Exchange TPO

ANNEXURE B - GLOSSARY OF TERMS

The key terms used in this report include:

° assets means the PT Senamas Energindo Mineral (“SEM”) Coal
Project

° Company Means Kwong Hing International Holdings (Bermuda) Limited

e  exploration activity to identify the location, volume and quality of a

mineral occurrence

° Exploration Mineralised area for which the quantity and quality of the
Potential sampling information is insufficient to determine Mineral
Resources but for which a conceptual assumption of the
potential quantity and grade of mineralisation can be made.
This potential quantity needs to be confirmed through further

sampling and cannot be reported as a Mineral Resource.
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° Exploration
Target/Results

° HKEX
° In situ
° In Situ

Quantities

™ Indicated
Mineral
Resource

° Inferred

Mineral
Resource
° ITR
° ITRR
° JORC

includes data and information generated by exploration
programmes that may be of use to investors. The reporting of
such information is common in the early stages of exploration
and is wusually based on limited surface chip sampling,
geochemical and geophysical surveys. Discussion of target size
and type must be expressed so that it cannot be misrepresented
as an estimate of Mineral Resources or Ore Reserves.

stands for Hong Kong Stock Exchange
means rock or mineralisation in place in the ground

Estimates of total in ground tonnes and grade which do not
meet either NI 43-101 or Joint Ore Reserves Committee’s
recommendations

is that part of a JORC compliant Mineral Resource for which
tonnage, densities, shape, physical characteristics, grade and
mineral content can be estimated with a reasonable level of
confidence. It is based on detailed and reliable exploration,
sampling and testing information gathered through appropriate
techniques from locations such as outcrops, trenches, pits,
workings and drill holes. The locations are too widely or
inappropriately spaced to confirm geological and/or grade
continuity but are spaced closely enough for continuity to be
assumed.

is that part of Mineral Resource for which tonnage, densities,
shape, physical characteristics, grade and mineral content can
be estimated with a low level of confidence. It is inferred from
geological evidence and assumed but not verified geological
and/or grade continuity. It is based on information gathered
through appropriate techniques from locations such as outcrops,
trenches, pits, workings and drill holes which may be limited
or of uncertain quality and reliability.

stands for Independent Technical Review
stands for Independent Technical Review Report

stands for Joint Ore Reserves Committee
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JORC Code

km

kt

m
Measured

Mineral
Resource

mine
production

Mineable
Quantities

mineral right

mineralisation

mining rights

MMC
mRL

Mt

The Australasian Code for Reporting of Exploration Results,
Mineral Resources and Ore Reserves published in 200 by the
Joint Ore Reserves Committee of the Australasian Institute of
Mining and Metallurgy, the by the Australian Institute of
Geoscientists and the Minerals Council of Australia. It set out
minimum standards, recommendations and guidelines for Public
Reporting in Australasia of Exploration Results, Mineral
Resources and Ore Reserves.

stands for kilometre
stands for thousand tonnes
stands for metres

is that part of a JORC compliant Mineral Resource for which
tonnage, densities, shape, physical characteristics, grade and
mineral content can be estimated with a high level of
confidence. It is based on detailed and reliable exploration,
sampling and testing information gathered through appropriate
techniques from locations such as outcrops, trenches, pits,
workings and drill holes. The locations are spaced closely
enough to confirm geological and grade continuity.

is the total raw production from any particular mine

Estimates of in ground tonnes and grades which are
recoverable by mining
for purposes of this Prospectus, mineral right includes

exploration right, mining right, and leasehold exploration or
mining right

any single mineral or combination of minerals occurring in a
mass, or deposit, of economic interest. The term is intended to
cover all forms in which mineralisation might occur, whether
by class of deposit, mode genesis or
composition

of occurrence,
means the rights to mine mineral resources and obtain mineral
products in areas where mining activities are licensed

refers to Minarco-MineConsult

means meters above sea level

stands for million tonnes
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° Mtpa
° ocC

° ore

° ore t

° Probable Ore
Reserve

e  project

° Proved Ore
Reserve

[ J reserves

means million tonnes per annum

Means open cut mining which is mining from a pit open to
surface and usually carried out by stripping of overburden
materials

is the portion of a reserve from which a metal or valuable
mineral can be extracted profitably under current or
immediately foreseeable economic conditions

stands for ore tonne

is the economically mineable part of a JORC compliant
Indicated, and in some circumstances, a Measured Mineral
Resource. It includes diluting materials and allowances for
losses which may occur when the material is mined.
Appropriate assessments and studies have been carried out, and
include consideration of and modification by realistically
assumed mining, metallurgical, economic, marketing, legal,
environmental, social and governmental factors These
assessments demonstrate at the time of reporting that extraction
could reasonably be justified. A Probable Ore Reserve has a
lower level of confidence than a Proved Ore Reserve but has
adequate reliability as the basis of mining studies.

means a deposit which is in the pre-operating phase of
development and, subject to capital investment, feasibility
investigations, statutory and management approvals and
business considerations, may be commissioned as a mine

is the economically mineable part of a JORC compliant
Measured Mineral Resource. It includes diluting materials and
allowances for losses which may occur when the material is
mined. Appropriate assessments and studies have been carried
out, and include consideration of and modification by
realistically  assumed mining, metallurgical, economic,
marketing, legal, environmental, social and governmental
factors. These assessments demonstrate at the time of reporting
that extraction could reasonably be justified. A Proved Ore
Reserve represents the highest confidence category of Ore
Reserve estimates. This requires detailed exploration and high
quality data to provide a high level of geological confidence.

the economically mineable part of a Measured and/or Indicated

Mineral Resource, including diluting materials and allowances
for losses which may occur when the material is mined

—283 -



APPENDIX VI

TECHNICAL REPORT OF THE INDONESIA MINING COMPANY

Reserves

resources

Resources

RL

ROM

t/becm

tonnage

tonne
tpa
tpd
USD

$

reserves which have been estimated in accordance with the
recommendations of the JORC Code

a concentration or occurrence of a material of intrinsic
economic interest in or on the earth’s crust in such form,
quality and quantity such that there are reasonable prospects

for eventual economic extraction

Resources which have been estimated in accordance with the
recommendations of the JORC Code

means Reduced Level, an elevation above sea level

stands for run-of-mine, being material as mined before
beneficiation

stands for tonne

stands for tonnes per bank cubic metre (i.e. tonnes in situ) a
unit of density

an expression of the amount of material of interest irrespective
of the units of measurement (which should be stated when s
are reported)

refers to metric tonne

stands for tonnes per annum

stands for tonnes per day

stands for United States dollars

refers to United States dollar currency Unit

ANNEXURE C - JORC TERMINOLOGY

The JORC Code uses the following definitions for Mineral Resources and Ore

Reserves:

Measured Mineral Resource is that part of Mineral Resource for which tonnage,
densities, shape, physical characteristics, grade and mineral content can be estimated with a
high level of confidence. It is based on detailed and reliable exploration, sampling and
testing information gathered through appropriate techniques from locations such as outcrops,

trenches, pits, workings and drill holes. The locations are spaced closely enough to confirm

geological and grade continuity.
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Indicated Mineral Resource is that part of Mineral Resource for which tonnage,
densities, shape, physical characteristics, grade and mineral content can be estimated with a
reasonable level of confidence. It is based on detailed and reliable exploration, sampling
and testing information gathered through appropriate techniques from locations such as
outcrops, trenches, pits, workings and drill holes. The locations are too widely or
inappropriately spaced to confirm geological and/or grade continuity but are spaced closely
enough for continuity to be assumed.

Inferred Mineral Resource is that part of Mineral Resource for which tonnage,
densities, shape, physical characteristics, grade and mineral content can be estimated with a
low level of confidence. It is inferred from geological evidence and assumed but not verified
geological and/or grade continuity. It is based on information gathered through appropriate
techniques from locations such as outcrops, trenches, pits, workings and drill holes which
may be limited or of uncertain quality and reliability.

Exploration Target/Results includes data and information generated by exploration
programmes that may be of use to investors. The reporting of such information is common
in the early stages of exploration and is usually based on limited surface chip sampling,
geochemical and geophysical surveys. Discussion of target size and type must be expressed
so that it cannot be misrepresented as an estimate of Mineral Resources or Ore Reserves.

A ‘Proved Ore Reserve’ is the economically mineable part of a Measured Mineral
Resource. It includes diluting materials and allowances for losses which may occur when the
material is mined. Appropriate assessments and studies have been carried out, and include
consideration of and modification by realistically assumed mining, metallurgical, economic,
marketing, legal, environmental, social and governmental factors. These assessments
demonstrate at the time of reporting that extraction could reasonably be justified

A Proved Ore Reserve represents the highest confidence category of Ore Reserve
estimates. This requires detailed exploration and quality data “points of observation” to
provide high geological confidence.

A ‘Probable Ore Reserve’ is the economically mineable part of an Indicated, and in
some circumstances, a Measured Mineral Resource. It includes diluting materials and
allowances for losses which may occur when the material is mined. Appropriate assessments
and studies have been carried out, and include consideration of and modification by realistic
ally assumed mining, metallurgical, economic, marketing, legal, environmental, social and
governmental factors These assessments demonstrate at the time of reporting that extraction
could reasonably be justified.

A Probable Ore Reserve has a lower level of confidence than a Proved Ore Reserve but
has adequate reliability as the basis of mining studies.
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A. VALUATION REPORT OF THE INDONESIA MINING COMPANY

The following is the text of a letter prepared for the purpose of incorporation in this
circular received from Greater China Appraisals Limited, an independent valuer, in
connection with its valuation of the Indonesia Mining Company as at 31 December 2009.

GREATER CHINA APPRAISAL LIMITED
E g E B R A F

26 March 2010

Board of Directors

Kwong Hing International Holdings (Bermuda) Limited
Block D, 8/F, Mai Shun Industrial Building

18-24 Kwai Cheong Road

Kwai Chung, N.T. Hong Kong

Re: Valuation of the Business Enterprise of PT Senamas Energindo Mineral

Dear Sirs/Madams,

At your request, we were engaged to assist you in the valuation analysis pertaining to
the fair value of the business enterprise of PT Senamas Energindo Mineral (the “Indonesia
Mining Company”), which principally and wholly owns the coal exploration license no. 288
(the “Exploration License”) and the coal production-operation mining business license (IUP)
no. 516/2009 (the “Mining License”) as of 31 December 2009 (the “Valuation Date”). It is
our understanding that our analysis will be used by management of Kwong Hing
International Holdings (Bermuda) Limited (“the “Company”) in their determination of the
value of the Indonesia Mining Company solely as a reference for investment purposes. Our
work was performed subject to the assumptions and limiting conditions described in
Appendices of this report.

We understand that this valuation will be used as a reference for your investment
purpose, details of which are set out in the circular dated 26 March 2010 issued by the
Company to the Shareholders (the “Circular”), of which this valuation report forms part.
Unless otherwise stated, terms used in this valuation report have the same meanings as those
defined in the Circular. Our analysis was conducted for the above mentioned purpose only
and this report should be used for no other purposes. The standard of value is fair value;
whilst the premise of value is value in use, as part of going concern.

The approaches and methodologies used in our work did not comprise an examination
in accordance with generally accepted accounting principles, the objective of which is an
expression of an opinion regarding the fair presentation of financial statements or other
financial information, whether historical or prospective, presented in accordance with
generally accepted accounting principles.
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We express no opinion and accept no responsibility for the accuracy and completeness
of the financial information or other data provided to us by others. We assume that the
financial and other information provided to us is accurate and complete, and we have relied
upon this information in performing our valuation.

PURPOSE OF ENGAGEMENT

As aforementioned, the purpose of this particular engagement is to assist the
management of the Company in determining the business enterprise value of the Indonesia
Mining Company as of the Valuation Date for investment purposes.

The premise of value is Going Concern, defined as:
“an ongoing and operating business enterprise”
Going Concern value is defined as:

“the value of a business enterprise that is expected to operate into the future. The
intangible elements of Going Concern Value result from factors such as having a
trained workforce, an operational plant, and the necessary licenses, systems, and
procedures in place”.

BASIS OF VALUATION
We have valued the Indonesia Mining Company on the basis of fair value.
Fair Value

According to Hong Kong Financial Reporting Standard, fair value is the amount for
which an asset could be exchanged, or a fair value liability settled, between knowledgeable
and willing parties in an arm’s length transaction.

For the purpose of this valuation, the term fair value is similar and/or interchangeable
with the valuation standards or definitions below and will be used throughout this valuation
report.

Market Value

According to The Hong Kong Business Valuation Forum - Business Valuation
Standards, market value is defined as the estimated amount for which an asset (a property)
should exchange on the date of valuation between a willing buyer and willing seller in an
arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently, and without compulsion.
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Fair Market Value

The International Valuation Glossary defines fair market value as the amount at which
property would change hands between a willing buyer and a willing seller, when the former
is not under any compulsion to buy and the latter is not under any compulsion to sell, both
parties having reasonable knowledge of relevant facts.

Our valuation has been prepared in accordance with the HKIS Valuation Standards on
Trade-related Business Assets and Business Enterprise (First Edition 2004) published by the
Hong Kong Institute of Surveyors and the Business Valuation Standards (First Printed 2005)
published by the Hong Kong Business Valuation Forum. Both are generally accepted
valuation standards followed by relevant professional practitioners in Hong Kong. These
standards contain detailed guidelines on the basis and valuation approaches in valuing assets
used in the operation of a trade or business and business enterprises.

PREMISE OF VALUE
Premise of value relates to the concept of valuing a subject in the manner in which it
would generate the greatest return to the owner of the property, taking into account what is

physically possible, financially feasible, and legal. Premises of value include the following:

e Going concern: appropriate when the business is expected to continue operating
without the intention or threat of liquidation in the foreseeable future;

e Orderly liquidation: appropriate for a business that is clearly going to cease
operations in the near future and is allowed sufficient time to sell its assets in the

open market;

e Forced liquidation: appropriate when time or other constraints do not allow an
orderly liquidation;

e Assembled group of assets: appropriate when all assets of a business are sold in
the market piecemeal instead of the entire business itself.

This valuation of the Indonesia Mining Company is prepared on a going concern basis.

SCOPE OF SERVICES

We were engaged by the management of the Company to assist in their estimate of the
fair value of the business enterprise of the Indonesia Mining Company as of Valuation Date.

e  We understand that the Company will use our analysis solely as a reference for
investment purposes, details of which are set out in the Circular.
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° Our analysis and conclusion of opinion of value on the Indonesia Mining
Company was based on our discussions with the managements of the Company
and the Indonesia Mining Company, the technical and marketing experts, as well
as a review of key transaction documents and records, including:

*

Independent Technical Review Report — PT Senemas Energindo Mineral Coal
Project prepared by Minarco-MineConsult (“Minarco”) dated 26 March 2010
(the “Technical Report”);

The Senemas Energindo Mineral — Tamiang Lyang Sub-bituminous Thermal
Coal Marketing Report, prepared by Peter Gunn of Coal Marketing
International Pty Ltd (“CMI”) dated 23 October 2009;

Marketing & Coal Quality Assessment and Value Assessment of PT Rimau
Indonesia Coal (the “Marketing Report”) prepared by Peter Gunn of CMI
dated March 2010;

Audited financial statements for the Years Ended 31 December 2007 and 31
December 2008;

Corporate presentation of the Indonesia Mining Company detailing their
business plan;

Copies of the Production Operation Mining Business License (the “Mining
Right”) which was obtained on 8 December 2009; and

Legal audit report of the Indonesia Mining Company dated 10 November
20009.

We also relied upon publicly available information from sources on capital markets,
including industry reports, and various databases of publicly traded companies and news.

COMPANY OVERVIEWS

PT Senamas Energindo Mineral (“Indonesia Mining Company”’)

PT Senamas Energindo Mineral, a limited liability company incorporated in Indonesia,
which was legally and beneficially owned as to 35%, 35% and 30% by three independent
third parties respectively as at the Valuation Date. Indonesia Mining Company is the holder
of the Exploration Licence and the Mining License for the exploration and mining of the
Mine, which has an area of 2,000 hectares in the Province of Central Kalimantan, Indonesia.

- 289 -



APPENDIX VII VALUATION REPORT OF
THE INDONESIA MINING COMPANY

Details of the Exploration Licence and the Mining License are set out below:

License Date Granted Nature Validity

Coal Exploration 18 May 20009, Exploration activities One year
License No. 288 Year by Regent of covering the Mine an area commencing as
2009 (the East Barito of 2,000 hectares situated of 18 May
“Exploration at district of Karusen 2009 to 17
License”) Janang, Awang and Dusun May 2010

Timur, East Barito
Regency, Province of
Central Kalimantan,

Indonesia
Coal 8 December Construction, production, 20 years as of
Production-Operation 2009, by processing, purification, 8 December
Mining Business Regent of transportation and sale 2009 up to 7
License (IUP) NO. Barito Timur activities covering the December 2029
516/2009 (the Mine situated at district
“Mining License”) of Karusen Janang,

Awang and Dusun Timur,
East Barito Regency,
Province of Central
Kalimantan, Indonesia

ECONOMIC OVERVIEW

In comparison with other countries in the Asia Pacific region, growth in the Indonesian
economy has been outstanding. While economies around the region are slowly recovering
from the financial crisis, the Indonesian economy grew by 4.4% in 1Q09', the most in the
region next to China. One of the main reasons for the quick recovery has to be attributed to
being less export-dependent than its neighbors, which has allowed them to handle the export
shock better. Despite their recent impressive growth, net exports and investments have
slowed, but increased government and household spending were able to offset the negative
impact.

Bank Indonesia (“BI”), the central bank of Indonesia, has forecast that growth in 2009
will be between 4 to 5%, and its optimism was on full display with BI’s decision to cut the
BI Rate by 25 basis points to 7.25% on May 5°.

1 Asia Pacific Economic Outlook, Deloitte Research Report, June 2009. Retrieved from: http:/
www.deloitte.com/view/en_GX/global/insights/deloitte-research/article/d3ab90460910e110VgnVCM100000b
a42f00aRCRD.htm, on 25 November 2009.

2 Ibid
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A summary of Indonesia’s current economy and its future forecast is summed up in the
following table:

Economic Indicators 2006A 2007A 2008A  2009F 2010F 2011F
Real GDP (yoy%) 5.50 6.28 6.06 4.40 5.55 5.80
CPI (yoy%) 13.33 6.40 10.31 4.98 5.67 6.34
Unemployment (%) 10.37 9.43 8.43 - - -
Current Account (% Of

GDP) 2.93 2.43 0.01 - - -
Central Bank Rate (%) 9.75 8.00 9.25 6.50 7.75 -
USD-IDR 8,995 9,393 11,120 9,350 9,100 8,900

Source: Bloomberg

The Indonesian government’s optimism stems from a number of factors. For one,
consumer confidence is at a 4-year high, a great sign for any domestic-demand-dependent
economy. In addition, household spending grew 5.8% in 1Q09, as compared to 4.8% in
4Q08>. Commercial banks have also increased the level of their lending activities, which all
leads to the conclusion that the economy is back on the right track.

On the other hand, there are concerns over the rise of unemployment rate as expatriate
Indonesians are returning home after losing their jobs overseas, which also leads to a drop
in tax remittances. In addition, unlike other OPEC members, the increase of oil price will
hinder growth of the Indonesia economy as they are a net importer of oil. In terms of their
currency, the rupiah has gained significant ground in the past few months as it has
appreciated by approximately 17% between March and May 2009. Apart from the
economical figures, one additional reason for the rise has been the re-election of Susilo
Bambang Yudhoyono as the President of Indonesia, who is widely perceived as the perfect
candidate to oversee Indonesia’s economy.

INDUSTRY OVERVIEW

The mining industry continues to be an important contributor to the Indonesian
economy, making significant contributions to its GDP and export figures. There are
approximately 93.4 billion tons of coal resources and 18.7 billion tons of coal reserves in
Indonesia as of March 2009.* Indonesia’s coal industry is growing at a healthy rate, which
results from the continued increase in demands of regional and domestic markets. To
highlight the growth of their coal industry, thermal coal trade has grown from 343 million
tons in 2000 to almost 555 million tons in 2007, a growth of roughly 62%. More than 95%
of world seaborne thermal coal exports are originated from just six countries, and they are
Indonesia, Australia, Russia, South Africa, Colombia and China.

3 Asia Pacific Economic Outlook, Deloitte Research Report, June 2009. Retrieved from: http:/
www.deloitte.com/view/en_GX/global/insights/deloitte-research/article/d3ab90460910e110VgnVCM100000b
a42f00aRCRD.htm, on 25 November 2009.

4 Geological Resources Centre (Joint study with NEDO), 2007.
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Source: Geological Resources Centre (Joint study with NEDO), 2007

Indonesia is currently the world’s largest exporter of thermal coal, as they shipped out
165 million tons, or almost 30% of global seaborne thermal coal supply in 2007. Australia is
second on the list with 115 million tons, good for a market share of 20.6%.

Summary of seaborne thermal coal export

2007 Exporting country

Indonesia
Australia
Russia
South Africa
Colombia
China

US
Venezuela
Poland
Canada
Others

—_— = 0 00 NNt AW

- O

Total

Exports Percentage
(million ton) (%)
165.0 29.8
114.5 20.6
72.0 13.0
66.2 11.9
64.6 11.6
45.3 8.2
10.3 1.9

8.3 1.5

4.0 0.7

3.7 0.7

0.6 0.1
554.5 100

Source: Ewart, Donald; Vaughn, Robert; Marston & Marston Inc. “Indonesia Coal”, World Coal Asia Special,

May 2009
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Most of Indonesia’s thermal coal productions are exported, and about two-thirds of
their export is currently produced from around two dozen mines in East Kalimantan with
nine mines in South Kalimantan. Coal production in Indonesia is from four different
sources:

1.  State-owned enterprise PT Tambang Batubara Bukit Asam (“PTBA”);
2.  Holders of Coal Contracts of Work (“CCOW”);

3. Mining Authorization (“MA”) Holders; and

4. Cooperative Units (“KUDs”).

The larger producers accounts for the majority of the supply of export coal, with the
four largest suppliers jointly accounting for more than two-thirds of total thermal coal
exports in 2007.

Coal Quality

Indonesia’s export thermal coals are bituminous to sub-bituminous in rank with widely
varying ash, moisture, sulphur and volatile matter characteristics. In Indonesia, coals with
heat contents in excess of 5,300 kcal/kg are generally regarded as bituminous coals while
coals with heat contents of 4,100 to 5,300 kcal/kg are classified as sub-bituminous coals.
The bituminous and higher heat content sub-bituminous coals produced are typically
supplied to export markets, with the lower heat content sub-bituminous coals supplied to
both export and domestic markets. Although domestic customers only accounts for less than
25% of Indonesia’s total coal production, that is expected to change as new coal-based
power stations are installed to meet the ever increasing energy demands. Coal demand in
Indonesia power sector is projected to jump to 71.9 million tons per year by 2010 from the
current 29.3 million tons. The jump in the power consumption was in line with the
government’s policy to develop a total of 10,000 megawatts in coal-fired power plants by
2009.

Indonesian export thermal coal quality specifications

Quality parameters Bituminous coals Sub-bituminous coals
Moisture (weight %) 10 — 12 24 — 38

Ash (weight %) 2-12 1.5-17.5

Volatile matter (weight %) 31 — 42 28 — 37

Sulphur (weight %) 0.10 - 0.95 0.07 - 0.90

Heat (kcal/kg) 5,300 - 6,700 4,100 - 5,200

Source: Ewart, Donald; Vaughn, Robert; Marston & Marston Inc. “Indonesia Coal”, World Coal Asia Special,
May 2009
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Coal Transportation

Indonesian coal moves from mines to shipping points primarily via a combination of
trucking and barging, with some inland coal transportation by rail and conveyor. At most
Indonesian export thermal coal mines, coal is trucked directly to a coal processing /
barge-loading facility located on tidewater or river. Trucking distance is usually in the range
of 10km to 35km. Crushed coal is generally stockpiled and then loaded into barges and
transported offshore for transfer to vessels. Barges are used for closer destinations such as
Malaysia.

Summary

Indonesia’s coal industry continues to grow with increasing regional and domestic
demand. There is a growing acceptance in the lowest rank Indonesian sub-bituminous coals
in the export markets due to their low (i.e., less than 0.2%) sulphur contents. Indonesia’s
advantages in coal quality, transportation distance and cost structure continue to be attractive
to producers and consumers around the globe.

VALUATION METHODOLOGIES

The valuation of any asset or business can be broadly classified into one of three
approaches, namely the asset approach, market approach and income approaches. In any
valuation analysis, all three approaches must be considered, and the approach or approaches
deemed most relevant will then be selected for use in the fair value analysis of that asset.

The Asset Approach

This is a general way of determining a fair value indication of a business, business
ownership interest, security, or intangible asset by using one or more methods based on the
value of the assets net of liabilities.

Value is established based on the cost of reproducing or replacing the property, less
depreciation from physical deterioration and functional and economic obsolescence, if
present and measurable.

We have considered but rejected the asset approach for the valuation of Indonesia
Mining Company due to:

e The value of the Indonesia Mining Company is determined by the ability to

generate a stream of benefits in future as a coal mining company, rather than the
cost of replacement of coal reserve.
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The Market Approach

This is a general way of determining a fair value indication of a business, business
ownership interest, security, or intangible asset by using one or more methods that compare
the subject to similar businesses, business ownership interests, securities, or intangible assets
that have been sold.

Value is established based on the principle of substitution. This simply means that if
one thing is similar to another and could be used for the other, then they must be equal.
Furthermore, the price of two alike and similar items should approximate one another.

We have considered but rejected the market approach for the valuation of Indonesia
Mining Company due to the following reasons:

e  The market approach is the approximate transaction price of a company/business
in the market place. There are no comparable transactions in the public market.

° Acquisition frequently involves specific buyers who pay a premium/discount
under its unique circumstances. This makes it difficult to know if the price paid
for the agreement truly represents the estimate of the transaction.

The Income Approach

This is a general way of determining a fair value indication of a business, business
ownership interest, security, or intangible asset by using one or more methods that convert
anticipated benefits into a present value amount.

In the income approach, an economic benefit stream of the asset under analysis is
selected, usually based on historical and/or forecasted cash flow. The focus is to determine a
benefit stream that is reasonably reflective of the asset’s most likely future benefit stream.
This selected benefit stream is then discounted to present value with an appropriate
risk-adjusted discount rate. Discount rate factors often include general market rates of return
at the Valuation Date, business risks associated with the industry in which the company
operates, and other risks specific to the asset being valued.

We have applied the income approach to the valuation of Indonesia Mining Company
because:

e The value of the Indonesia Mining Company is determined by the ability to
generate a stream of benefits in future; and

° Economic benefit streams of the Indonesia Mining Company can be identified

based on the Technical Report prepared by Minarco and the Marketing Report
prepared by CMI.
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MAJOR ASSUMPTIONS OF BUSINESS ENTERPRISE VALUATION

Business Enterprise Value (“BEV”) is an economic measure reflecting the market value
of the whole business. Our development of a BEV will be performed by using a discounted
cash flow (“DCF”) methodology, which requires a number of assumptions, including revenue
and expense forecasts, working capital requirement and capital expenditure requirement. The
nature and underlying rationale for these assumptions will be discussed below.

The management of the Company provided us with a financial forecast. Provided below
is a brief description of major assumptions.

Mine Reserves

Reserve data are reported on Joint Ore Reserves Committee (“JORC”) standard and are
extracted from the Technical Report prepared by Minarco dated 26 March 2010.

Reserves (IMt)
Probable reserves as at 31 Dec 2009 30.0
Coal Price

Coal price used in the valuation of the Indonesia Mining Company is RMB470/t
(Guangzhou port price), which makes it equal to USD68.74/t using the exchange rate of
7.7551 USD: RMB as of the Valuation Date. Coal prices are being forecast to continue its
rising trend, but coal price applied in this valuation is assumed to remain stable throughout
the projection period because of its short life and for prudence’s sake. The chart below
illustrates that fact that Indonesia coal prices have started to pick up its rising trend as the
world commodity market recovers.

Indonesia Coal (3,600- 4,000 Kcal/kg)

400
380

S & & S S QS Q@ &
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= (Coal Price (RMB/t)

Source: Coalcn.com (b 45 55 5 48)
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Note that the coal price applied in the Technical Report is different from the one
applied in determining the business enterprise value. The reason for the discrepancy in coal
prices applied is a result of two very different points of view, standards and purposes.

For the Technical Report, Minarco followed the JORC code and began their analysis of
coal reserves by applying a benchmark coal price of USD90/t of CV 6,322 kcal/kg (gross
as-received), which is the benchmark price for coal at the Newcastle Port in Australia. This
benchmark price was adjusted on a pro rata basis using the average calorific value of CV
3,390 kcal/kg, plus a further discount of 45% to arrive at the price of USD26.46/t.

This price applied by Minarco is solely for the purposes of determining the amount of
resources and reserve in the coal mine, and is unrelated to the future economic benefits to
be accrued from the mining operation. On the contrary, the price applied in determining the
business enterprise value is based on the spot price as of the Valuation Date, and it is also
the price in which the coal can be sold in the market.

Basis of Revenue Growth

The financial projection and the related assumptions contained in our valuation are
prepared by management of the Indonesia Mining Company.

e  The annual coal production capacity of the Indonesia Mining Company will reach
their full capacity by year 2012 at 6 million tons, and coal price per ton is also
assumed to remain at stable at RMB 470/ton, or USD68.74/ton at an exchange
rate of 6.8372 as at the Valuation Date in our projection period. As a result,
revenue is expected to remain stable until the mine is fully exhausted.

Basis of Cost and Operating Expenses

The cost of revenue is mainly incurred in the mining and extraction of coal, and it
includes labour and supplies; electricity; shipping; as well as general and administrative
costs; and etc. The production cost per ton of coal is extracted from the Marketing Report
prepared by CMI dated March 2010, and information obtained from the management of WSJ
International Sdn Bhd (formerly known as Wood Star Jaya Sdn Bhd).

° The projected cost per ton of coal of USD38.84 and assumed to remain stable
throughout the projection period.

Determination of Income Tax Rate

The statutory corporate tax rate in Indonesia is 30% for the year 2009. Accordingly, we
have adopted the same in our valuation during the projection period.

-297 -



APPENDIX VII VALUATION REPORT OF
THE INDONESIA MINING COMPANY

Basis of Capital Expenditure to be Incurred

As previously discussed, the Indonesia Mining Company is expected to incur
significant capital expenditure in the first two years of operation to build the following
infrastructures:

e  Construction of a covered stock pile with spray system and coal processing
facilities for the intermediate coal storage and processing, and a coal crushing
plant;

° Reinforcement of the existing 41 km dirt road from the coal mine to the Jetty —
PT. JHONLIN, PORT TELANG BARU into a fenced all weather tar road. This
road can be used to transport coal to the carrying capacity of 500,000 tonnes of
coal per month;

e  Construction of a barge loading conveyor facility with capacity of 2,000 tonnes
per hour; and

° Construction of a coal port in the area of Bangkuang (on the edge of S. Barito)
with a barge docked capacity of 300 — 330 feet or carrying capacity of 8,000 to
12,000 tonnes of coal.

Initial investment required for the construction, installation of new facilities and
infrastructure will be incurred in the first two years is expected to be approximately USD30
million.

Basis of Working Capital Movement

We understand from the management that the forecast of the net working capital needs
of the Indonesia Mining Company are not readily available. As such, the industry median
ratio (i.e. working capital to revenue) is applied in the calculation of the working capital
requirements.

DETERMINATION OF DISCOUNT RATE

We developed the cost of equity (the “Re”) and the cost of debt (the “Rd”) of the
Indonesia Mining Company based on data and factors relevant to the economy, the industry,
and the Indonesia Mining Company as at the Valuation Date. These costs were then
weighted in terms of a typical or market participant industry capital structure to arrive at the
estimated weighted average cost of capital (the “WACC”).
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Development of Weighted Average Cost of Capital (the “WACC”)

We considered market and industry data to develop the WACC for the Indonesia
Mining Company.

The traditional formula for calculating the WACC is:
WACC = [(%D) * (Rd) * (1 - tax rate)] + [(%E) * (Re)]
Development Cost of Equity (the “Re”)

We considered the Modified Capital Asset Pricing Model (the “MCAPM”) to calculate
the cost of equity of the Indonesia Mining Company. Such method is considered a common
method.

Modified Capital Asset Pricing Model
MCAPM, as applied to the Company, can be summarized as follows:
Re = Rf + Beta * RPm + RPc + RPi + RPs + RPu
Risk Free Return (“Rf”)

Rf was found by looking at the yields of the respective government bonds of the
guideline public companies. Ideally, the duration of the security used as an indication of Rf
should match the horizon of the projected cash flows that were being discounted, which was
into perpetuity in the present case. We relied mostly on the 30-year government bond yields
of Indonesia as of the Valuation Date.

Market Equity Premium (“RPm”)

RPm was found by looking at the 30-year equity risk premium of respective guideline
public companies. We adopted the recent 30 years of equity risk premium of Indonesia, as
well as for each valuation date. We relied on International Equity Risk Premia Report
Handbook 2009 published by Ibbotson Associates. For those markets that are not covered by
the above publication, the equity risk premium of US market is multiplied by the relative
volatility between S&P 500 Index and equity indices of respective country of risk of
guideline public companies to obtain the equity risk premium. The volatility of US equity
market is obtained from Stocks, Bonds, Bills, and Inflation: 2009 Yearbook. The volatility of
other equity indices is obtained from Bloomberg.
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Country risk differential (“RPc”)

RPc is the default risk differential of the subject company and respective guideline
public companies, multiplied by the relative volatility of long-term government bond indices
of the U.S. and those of respective country of risk of the guideline public companies. The
default risk differential is obtained from Damodaran valuation website. The volatility of the
bond indices is obtained from Bloomberg.

Interest rate differential (“RPi”)

RPi is the differences between Rf of the subject company and the country of risk of the
guideline public companies as of respective valuation dates.

Beta

In the CAPM formula, beta is a measure of the systematic risk of a particular
investment relative to the market for all investment assets. We obtained betas for three
identified publicly traded guideline companies, details of which are listed in the table below.
The identified betas were unlevered to remove the effects of financial leverage on the
indication of relative risk provided by the beta, and re-levered at the optimal industry capital
structure.

Selection of Guideline Public Companies
As aforementioned, the guideline public companies are selected to compute beta in our

determination of Re. One would start with a description of the subject company, in terms of
lines of business, markets served, size and other criteria.
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For this particular engagement, we have selected companies which are in the coal
mining industry, with preference given to ones whose main business operations are in

Indonesia.

Guideline Public Companies

1 Bumi Resources Tbk PT

2 Tambang Batubara Bukit
Asam Tbk PT

3 Indo Tambangraya Megah PT

Average Levered Beta
1.462

Small company premium (“RPs”)

Ticker

BUMI.IJ

PTBA.IJ

ITMG.IJ

Business Activities

Operates in the exploration and
exploitation of coal deposits.

Operates in the coal mining
activities, including general survey,
exploration, exploitation,
production, transportation and
marketing of coal.

Operates in the exploration and
production of coal mines.

Average Re-levered Beta
1.447

RPs, over the risk premium for the market, can be calculated by subtracting the
estimated return in excess of the riskless rate from the realized return in excess of the
riskless rate of companies. In the case of the Indonesia Mining Company, we applied the
size premium return in excess of CAPM of companies in the 9th deciles of NYSE/AMEX/
NASDARQ in the United States. We relied on the studies performed by Ibbotson Associates
as reflected in their Stocks, Bonds, Bills, and Inflation: 2009 Yearbook.

Specific company adjustment (“RPu”)

RPu for unsystematic risk attributable to the specific company is designed to account
for additional risk factors specific to the Indonesia Mining Company.

Firm specific risk factors may include the following:

Competition

Customer Concentration
Size

Poor Access to Capital
Thin Management
Lack of Diversification
Environmental
Litigation

Distribution Channels
Old Technology
Company Outlook
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In the case of the Indonesia Mining Company, we believe all of the above risk factors
have been properly accounted for in the cost of equity and therefore it is not necessary to
apply an additional RPu.

Cost of Equity Conclusion

The calculation of the cost of equity is listed below:

Cost of Equity (“Re”)

Average Re (3 comparable companies) 21.22%
Add:
RPs 2.71%
RPu 0.00%
Re 23.93%

Weighted Average Cost of Capital (“WACC”)

WACC (being the discount rate for this valuation) is determined by the weighted
average, at market value, of the cost of all financing sources in the business enterprise’s
capital structure. We have “levered” the Indonesia Mining Company as if it mirrored the
average percentage of debt as the comparable companies on the assumption that over time,
the Indonesia Mining Company would need to approach the comparable companies’ industry
average amount of debt, which is the less expensive form of capital than equity, to remain
competitive. Subsequent to the calculations of cost of equity and the cost of debt, the
following equation is used to develop the WACC:

WACC = [(%D) X (Rd) X (1-T)] + [(%E) X (Re)]

The calculation of WACC, or the discount rate, therefore becomes:

WACC

Percentage of interest bearing debt (%D) 9.27%
X Market cost of debt (Long term lending rate in China) (Rd) 17.34%
X 1 - Tax 70.00%
Weighted cost of debt 1.12%
+

Percentage of equity (%E) 90.73%
X Cost of equity (CAPM) (Re) 23.93%
Weighted cost of equity 21.710%
.. WACC 22.83%
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SENSITIVITY ANALYSIS

Price fluctuations are inherent in all commodity prices, and the extent of price
volatilities vary greatly depending on the prevailing market condition as well as the
expectation investors have for the particularly commodity. Indonesian thermal coal prices are
no exception, and for the purpose of this valuation, a single coal price was applied with an
assumption that it will remain stable throughout the projection period. This is because: (1) it
is extremely difficult to forecast commodity prices with a high degree of accuracy, even for
the brightest of the analysts in the field; (2) the general consensus for coal prices is that it
will continue its upward trend as the worldwide industrial markets and commodity market
recovers from the financial crisis; and (3) the relative short life of the mining operation,
with approximately 7 years, makes the long-term forecast of coal price less relevant.

Provided below is a sensitivity analysis showing what the business enterprise value
would be under different prices:

Sensitivity Analysis Price BEV
(USD/ton) (HKS$)
73.74 2,574,000,000
72.74 2,496,000,000
71.74 2,418,000,000
70.74 2,339,000,000
69.74 2,261,000,000
68.74 2,183,000,000
67.74 2,105,000,000
66.74 2,027,000,000
65.74 1,949,000,000
64.74 1,870,000,000
63.74 1,792,000,000
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RESERVES

The fluctuation in coal price is highly correlated to the amount of reserves in the coal
mine. When price increases, the amount of reserves also increase because the total mineable
coal quantities that is economically feasible to be extracted from the ground increases, and
the opposite will take place when price decreases. Provided below is a list of possible
business enterprise values under different amount of reserves.

Sensitivity Analysis Reserves BEV
(tons) (HK$)
20,000,000 1,704,000,000
25,000,000 1,971,000,000
30,000,000 2,183,000,000
35,000,000 2,388,000,000
40,000,000 2,561,000,000
45,000,000 2,702,000,000
50,000,000 2,821,000,000
55,000,000 2,922,000,000
60,000,000 3,008,000,000

CONCLUSION OF VALUE

In conclusion, based on the investigation and analysis stated above and on the
valuation method employed, it is our opinion that the business enterprise value is as follows:

Fair
Business Enterprise Value Value
HK$
100% interest of the Indonesia Mining Company 2,183,000,000

Yours faithfully,
For and on behalf of
GREATER CHINA APPRAISAL LIMITED

K. K. Ip Samuel Y.C. Chan
Registered Business Valuer of HKBVF MBA, CVA, CM&AA
MRICS, MHKIS and RPS (GP) Associate Member of AIMA
Managing Director Director

Head of Business Valuation

Analyzed and Reported by:

Andrew Y.H. Wong
Victor C.W. Siu
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Mr. K.K. Ip, a Chartered Valuation Surveyor of The Royal Institution of Chartered Surveyors (RICS),
Member of Surveyors Registration Board of Hong Kong, Member (General Practice Division) of The Hong Kong
Institute of Surveyors (HKIS) and Registered Business Valuer of The Hong Kong Business Valuation Forum
(HKBVF), has substantial experience in property, plant and machinery, business enterprise and intellectual
property valuations for various purposes in Greater China Region since 1992.

Mr. Samuel Y.C. Chan, MBA, Certified Valuation Analyst of The International Association of Consultants,
Valuators and Analysts (IACVA), Associate Member of the American Institute of Minerals Appraisers (AIMA) and
Certified Merger & Acquisition Advisor, has been conducting business enterprise and intellectual property
valuations for various purposes since 2004. He also spends a significant portion of his time in valuation of
financial instruments including convertible bonds, preference shares, swaps, corporate guarantees and employee
share options for private and public companies in China, Hong Kong, Taiwan, Japan, Singapore and the United
States.
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B. REPORT ON FORECASTS UNDERLYING THE VALUATION OF THE
INDONESIA MINING COMPANY

Set out below are the texts of the reports from South China Capital Limited and BDO
Limited in connection with the cash flow forecasts underlying the valuation report of the
Indonesia Mining Company dated 31 December 2009 prepared by Greater China Appraisals
Limited for the purpose of inclusion in this circular.

(i) REPORT FROM SOUTH CHINA CAPITAL LIMITED

South China Capital Limited

Room 2601-3, Tower 1, Lippo Centre
89 Queensway

Admiralty

Hong Kong

26 March 2010

The Board of Directors

Kwong Hing International Holdings (Bermuda) Limited
Units C-D, 8th Floor

Mai Shun Industrial Building

18-24 Kwai Cheong Road

Kwai Chung

New Territories

Hong Kong

Dear Sirs,

Terms used in this letter have the same meanings as defined elsewhere in the circular
dated 26 March 2010 (the “Circular”), of which this letter forms part, unless the context
requires otherwise. We refer to the valuation dated 31 December 2009 prepared by the
Valuer in relation to the appraisal of the business enterprise value of the Indonesia Mining
Company. As stated in the valuation report from the Valuer set out in Appendix VII to the
Circular, the valuation has been arrived at based on the income approach, which takes into
account the cash flow projection of the Indonesia Mining Company for the period from 2010
to 2016 (the “Mine Projection”).

We have reviewed the Mine Projection and other relevant information and documents
which you as the Directors are solely responsible and discussed with you and the Valuer the
information and documents provided by you which formed part of the bases and assumptions
upon which the Mine Projection has been made. In addition, we have considered, and relied
upon, the report addressed to the Board from BDO Limited as set out in Appendix VII to
the Circular regarding the accounting policies and calculations upon which the Mine
Projection has been made.
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On the basis of the foregoing, we are of the opinion that the Mine Projection, for
which the Directors are solely responsible, has been prepared after due and careful enquiry.

Yours faithfully,

For and on behalf of
South China Capital Limited
Manfred Shiu
Director
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(ii) REPORT FROM BDO LIMITED

BDO Limited 25" Floor Wing On Centre AhFHE T
Certified Public Accountants 111 Connaught Road Central RS 25

& B s A3 Hong Kong T3 1 (852) 2541 5041
"RAEFHAA R Telephone: (852) 2541 5041 A (852) 2815 2239

Facsimile : (852) 2815 2239

26 March 2010
The Board of Directors

Kwong Hing International Holdings (Bermuda) Limited
Units C — D, 8th Floor

Mai Shun Industrial Building

18-24 Kwai Cheong Road

Kwai Chung

New Territories

Hong Kong

Dear Sirs

Kwong Hing International Holdings (Bermuda) Limited (the “Company”)
Underlying cash flow forecasts of the valuation on PT Senamas Energindo Mineral

INDEPENDENT ASSURANCE REPORT

In accordance with our agreed terms of engagement, we have examined the arithmetical
accuracy of the calculations of the underlying cash flow forecasts of the valuation on PT
Senamas Energindo Mineral (the “Indonesia Mining Company”) as at 31 December 2009
(hereinafter referred to as the “Underlying Forecast”) which is regarded as a profit forecast
under paragraph 29(2) of Appendix 1B of the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (the “Listing Rules”). The Underlying Forecast
is set out in Section A of the Appendix VII to the Company’s circular dated 26 March 2010
(the “Circular”).

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND OURSELVES

The directors of the Company (the “Directors”) are responsible for the preparation of
the Underlying Forecast and the reasonableness and validity of the assumptions based on
which the Underlying Forecast is prepared (the “Assumptions”).

It is our responsibility to form a conclusion, based on our work on the arithmetical
accuracy of the calculation of the Underlying Forecast and to report our conclusion solely to
you, as a body, solely for the purpose of reporting under paragraph 29(2) of Appendix 1B of
the Listing Rules and for no other purpose. We accept no responsibility to any other person
in respect of, arising out of, or in connection with our work. Because the Underlying
Forecast relates to cash flows, no accounting policies of the Company have been adopted in
its preparation.

-308 —



APPENDIX VII VALUATION REPORT OF
THE INDONESIA MINING COMPANY

The Assumptions include hypothetical assumptions about future events as detailed in
Section A of the Appendix VII to the Circular and management actions that cannot be
confirmed or verified in the same way as past results, and these assumptions may or may
not occur. Even if the events and actions anticipated do occur, actual results are still likely
to be different from the Underlying Forecast and the variation may be material. Accordingly,
we have not reviewed, considered or conducted any work on the reasonableness and the
validity of the Assumptions and do not express opinion whatsoever thereon.

BASIS OF CONCLUSION

We conducted our work in accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information” issued by the Hong Kong Institute of Certified Public Accountants.
We have examined the arithmetical accuracy of the calculations of the Underlying Forecast.
Our work has been undertaken solely to assist the Directors in evaluating whether the
Underlying Forecast, so far as the arithmetical accuracy of the calculations are concerned,
has been properly compiled in accordance with the Assumptions made by the Directors. Our
work does not constitute any valuation on the Indonesia Mining Company.

CONCLUSION

In our opinion, so far as the arithmetical accuracy of the calculations is concerned, the
Underlying Forecast has been properly compiled in accordance with the Assumptions made
by the Directors as set out in Section A of the Appendix VII to the Circular.

Yours faithfully
For and on behalf of
BDO Limited
Certified Public Accountants
Hong Kong

Lam Siu Fung
Practising Certificate number: P05308
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A. VALUATION REPORT OF THE SHIP TARGET COMPANY

The following is the text of a letter prepared for the purpose of incorporation in this
circular received from Greater China Appraisals Limited, an independent valuer, in
connection with its valuation of the Ship Target Company as at 31 December 2009.

GREATER CHINA APPRAISAL LIMITED
E g E B R A F

26 March 2010

Board of Directors

Kwong Hing International Holdings (Bermuda) Limited
Block D, 8/F, Mai Shun Industrial Building

18-24 Kwai Cheong Road

Kwai Chung, N.T. Hong Kong

Re: Valuation of the Business Enterprise of Rimau Shipping Pte Ltd.

Dear Sirs/Madams,

At your request, we were engaged to assist you in the valuation analysis pertaining to
the fair value of the business enterprise of Rimau Shipping Pte Ltd. (the “Ship Target
Company”). It is our understanding that our analysis will be used by management of Kwong
Hing International Holdings (Bermuda) Limited (“the “Company”) in their determination of
the value of the business enterprise solely as a reference for investment purposes. The date
of valuation is 31 December 2009 (the “Valuation Date”), unless otherwise instructed by the
Company. Our work was performed subject to the assumptions and limiting conditions
described in Appendices of this report.

We understand that this valuation will be used as a reference for your investment
purpose, details of which are set out in the circular dated 26 March 2010 issued by the
Company to the Sharcholders (the “Circular”), of which this valuation report forms part.
Unless otherwise stated, terms used in this valuation report have the same meanings as those
defined in the Circular. Our analysis was conducted for the above mentioned purpose only
and this report should be used for no other purposes. The standard of value is fair value;
whilst the premise of value is value in use, as part of going concern.

The approaches and methodologies used in our work did not comprise an examination
in accordance with generally accepted accounting principles, the objective of which is an
expression of an opinion regarding the fair presentation of financial statements or other
financial information, whether historical or prospective, presented in accordance with
generally accepted accounting principles.
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We express no opinion and accept no responsibility for the accuracy and completeness
of the financial information or other data provided to us by others. We assume that the
financial and other information provided to us is accurate and complete, and we have relied
upon this information in performing our valuation.

PURPOSE OF ENGAGEMENT

As aforementioned, the purpose of this particular engagement is to assist the
management of the Company in determining the business enterprise value of the Ship Target
Company as of the Valuation Date for investment purposes.

The premise of value is Going Concern, defined as:
“an ongoing and operating business enterprise”
Going Concern value is defined as:

“the value of a business enterprise that is expected to operate into the future. The
intangible elements of Going Concern Value result from factors such as having a
trained workforce, an operational plant, and the necessary licenses, systems, and
procedures in place”.

BASIS OF VALUATION
We have valued the Indonesia Mining Company on the basis of fair value.
Fair Value

According to Hong Kong Financial Reporting Standard, fair value is the amount for
which an asset could be exchanged, or a fair value liability settled, between knowledgeable
and willing parties in an arm’s length transaction.

For the purpose of this valuation, the term fair value is similar and/or interchangeable
with the valuation standards or definitions below and will be used throughout this valuation
report.

Market Value

According to The Hong Kong Business Valuation Forum - Business Valuation
Standards, market value is defined as the estimated amount for which an asset (a property)
should exchange on the date of valuation between a willing buyer and willing seller in an
arm’s length transaction after proper marketing wherein the parties had each acted
knowledgeably, prudently, and without compulsion.
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Fair Market Value

The International Valuation Glossary defines fair market value as the amount at which
property would change hands between a willing buyer and a willing seller, when the former
is not under any compulsion to buy and the latter is not under any compulsion to sell, both
parties having reasonable knowledge of relevant facts.

Our valuation has been prepared in accordance with the HKIS Valuation Standards on
Trade-related Business Assets and Business Enterprise (First Edition 2004) published by the
Hong Kong Institute of Surveyors and the Business Valuation Standards (First Printed 2005)
published by the Hong Kong Business Valuation Forum. Both are generally accepted
valuation standards followed by relevant professional practitioners in Hong Kong. These
standards contain detailed guidelines on the basis and valuation approaches in valuing assets
used in the operation of a trade or business and business enterprises.

PREMISE OF VALUE
Premise of value relates to the concept of valuing a subject in the manner in which it
would generate the greatest return to the owner of the property, taking into account what is

physically possible, financially feasible, and legal. Premises of value include the following:

e Going concern: appropriate when the business is expected to continue operating
without the intention or threat of liquidation in the foreseeable future;

e Orderly liquidation: appropriate for a business that is clearly going to cease
operations in the near future and is allowed sufficient time to sell its assets in the

open market;

e Forced liquidation: appropriate when time or other constraints do not allow an
orderly liquidation;

e Assembled group of assets: appropriate when all assets of a business are sold in
the market piecemeal instead of the entire business itself.

This valuation of the Ship Target Company is prepared on a going concern basis.

SCOPE OF SERVICES

We were engaged by the management of the Company to assist in their estimate of the
fair value of the business enterprise of the Ship Target Company as of Valuation Date.

e  We understand that the Company will use our analysis solely as a reference for
investment purposes, details of which are set out in the Circular.
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° Our analysis and conclusion of opinion of value on the business enterprise was
based on our discussions with the managements of the Company and the Ship
Target Company, as well as a review of key transaction documents and records,
including:

* Management accounts as at 30 September 2009 of the Ship Target Company;

*  Financial projections for the years 2010 to 2014 of the Ship Target
Company;

® Audited financial statements for the Years Ended 31 December 2007 and 31
December 2008.

We also relied upon publicly available information from sources on capital markets,
including industry reports, and various databases of publicly traded companies and news.

COMPANY OVERVIEWS
Rimau Shipping Pte Ltd. (“Ship Target Company”’)

The Ship Target Company was established in Singapore on 27 August 2004 with
limited liability and is beneficially owned as to 50% by Ng Say Pek and as to 50% by Ng
Xinwei. The Ship Target Company’s principal asset is the entire beneficial interest in
tugboats and barges, and is principally engaged in chartering of vessels. The Ship Target
Company currently owns four tugboats and two barges with an aggregate carrying capacity
of 8,800 horsepower and 8,000 metric tonnes respectively. The Ship Target Company’s
profits derived from the operation of its Singapore registered ship are exempt from income
tax pursuant to the latest tax incentive scheme.

e  Subject Company is headquartered in Singapore.
ECONOMIC OVERVIEW

The Singapore economy is an example of a vibrant free-market economy that is
developing at a rapid pace. Its growth is further strengthened by a corruption-free
environment, a highly educated and motivated workforce, and well-established legal and
financial business framework. Singapore’s economy is heavily dependent on the export of
high-tech products such as semiconductors and consumer electronics. However, the
government has made an effort in diversifying the economy, which has led to growth in the
tourism industry, pharmaceutical industry, biotechnology, financial services, education,
multimedia, retail and leisure, etc.’

1 The Singapore Economy, Economy Watch. www.economywatch.com/world_economy/singapore. Retrieved
on: 25 November 2009
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Singapore’s economy is expected to bounce back after exiting the deepest recession
since independence in 1965. The economy is expected to grow 3 to 5% in 2010 after
shrinking as much as 2.5% this year. The Monetary Authority of Singapore said last month
it will maintain a zero appreciation stance in its currency policy to counter collapsing
exports. Consumer prices will gain between 2.5% and 3.5% in 2010, raising its inflation
forecast amid higher housing values.? Singapore plans to gradually scale back its stimulus
measures as the economy is recovering. The government also predicts trade may expand
between 7% and 9% in 2010, after shrinking as much as 22% this year.

A summary of Singapore’s current economy and its future forecast is summed up in the
following table:

Economic Indicators 2006A  2007A  2008A  2009F 2010F 2011F
Real GDP (yoy%) 8.25 7.80 1.25 (2.08) - -
CPI (yoy%) 0.97 2.08 6.51 0.23 - -
Unemployment (%) 2.65 2.13 2.23 3.03 - -
Current Account (% Of

GDP) 25.42 23.49 14.83 - - -
Central Bank Rate (%) 3.44 2.38 1.00 0.69 - -
USD-SGD 1.54 1.44 1.43 1.40 1.35 1.32

Source: Bloomberg
INDUSTRY OVERVIEW

Singapore’s shipping industry has been benefited by its strategic location in the Asia
Pacific region and its seaport is the largest in the world in terms of shipping tonnage.
Singapore has links to more than 600 ports around the world, and it is also the focal point
for more than 400 shipping lines.

To retain its throne as the premier shipping hub in the Asia Pacific region and to
strengthen its position, the government of Singapore has introduced incentives to promote
international trade. Singapore is committed to attract international shipping companies,
competent international ship management companies, and ship agencies to establish and
expand their operations in Singapore.

The most noticeable benefit would be the exemption of profits from income tax, of
which the profits of a shipping enterprise derived from the operation of a Singapore ship are
exempt from Singapore income tax. The exemption applies to income derived from towing
or salvage operation carried out in international water by Singapore registered ship; income
derived from the charter of Singapore registered ships; as well as to dividends paid out to
shareholders of such exempt profits.

2 Singapore Says Economy May Expand 3% to 5% Next Year (Update 3), by Shamin Adam and Simeon
Bennett, Bloomberg News. www.bloomberg.com/apps/news?pid=20601080&sid=a39.4dAiOzp0. Retrieved
on: 25 November 2009
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Ever since the introduction of the aforementioned benefits, Singapore has attracted
more than 80 shipping groups from diverse industry segments to base their operations there.
While establishing itself as a home to a network of ship managers, ship brokers and
shipping agents; Singapore is also leading the pack in the development in the areas of
shipping finance, marine insurance and legal services. As Asia continues to blossom
economically, the maritime industry will experience magnificent growth and these incentive
schemes is keen to sustain its edge over Hong Kong.

VALUATION METHODOLOGIES

The valuation of any asset or business can be broadly classified into one of three
approaches, namely the asset approach, market approach and income approaches. In any
valuation analysis, all three approaches must be considered, and the approach or approaches
deemed most relevant will then be selected for use in the fair value analysis of that asset.

The Asset Approach

This is a general way of determining a fair value indication of a business, business
ownership interest, security, or intangible asset by using one or more methods based on the
value of the assets net of liabilities.

Value is established based on the cost of reproducing or replacing the property, less
depreciation from physical deterioration and functional and economic obsolescence, if
present and measurable.

We have considered but rejected the asset approach for the valuation of business
enterprise due to:

e The value of the business enterprise is determined by the ability to generate a
stream of benefits in future, rather than the cost of replacement.

The Market Approach

This is a general way of determining a fair value indication of a business, business
ownership interest, security, or intangible asset by using one or more methods that compare
the subject to similar businesses, business ownership interests, securities, or intangible assets
that have been sold.

Value is established based on the principle of substitution. This simply means that if
one thing is similar to another and could be used for the other, then they must be equal.

Furthermore, the price of two alike and similar items should approximate one another.

We have considered but rejected the market approach for business enterprise valuation
due to the following reasons:

e  The market approach is the approximate transaction price of a company/business
in the market place. There are no comparable transactions in the public market.
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° Acquisition frequently involves specific buyers who pay a premium/discount
under its unique circumstances. This makes it difficult to know if the price paid
for the agreement truly represents the estimate of the transaction.

The Income Approach

This is a general way of determining a fair value indication of a business, business
ownership interest, security, or intangible asset by using one or more methods that convert
anticipated benefits into a present value amount.

In the income approach, an economic benefit stream of the asset under analysis is
selected, usually based on historical and/or forecasted cash flow. The focus is to determine a
benefit stream that is reasonably reflective of the asset’s most likely future benefit stream.
This selected benefit stream is then discounted to present value with an appropriate
risk-adjusted discount rate. Discount rate factors often include general market rates of return
at the Valuation Date, business risks associated with the industry in which the company
operates, and other risks specific to the asset being valued.

We have applied the income approach to the valuation of business enterprise because:

e The value of the business enterprise is determined by the ability to generate a
stream of benefits in future; and

° Economic benefit streams of the business enterprise can be identified based on
projected cash flow prepared by the Ship Target Company.

MAJOR ASSUMPTIONS OF BUSINESS ENTERPRISE VALUATION

Business Enterprise Value (“BEV”) is an economic measure reflecting the market value
of the whole business. Our development of a BEV will be performed by using a discounted
cash flow (“DCF”) methodology, which requires a number of assumptions, including revenue
and expense forecasts, working capital requirement and capital expenditure requirement. The
nature and underlying rationale for these assumptions will be discussed below.

The management of the Ship Target Company provided us with a financial forecast.
Provided below is a brief description of major assumptions.

Basis of Revenue Growth

The financial projection and the related assumptions contained in our valuation are
prepared by management of the Company.

The tugs and barges of the Ship Target Company has reached their full capacity in year

2009, and any further growth in revenue will stem from the increase in service fee charged,
as well as the average industry growth rate in sales of 5.57% per annum.
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Basis of Cost of Revenue

The cost of revenue is mainly incurred in the operation of tugs and barges including
the likes of crew wages and expenses, fuel charges, insurance, port dues, service and
maintenance, etc. The breakdown of costs is projected by management of the Ship Target
Company.

The projected cost of revenue as a percentage to revenue is projected to be 34%, which
is slightly lower than the median of 47% of the guideline public companies due to the
smaller size and simpler operation of the Ship Target Company.

Basis of Operating Expenses

Operating expenses represent general administrative expenses, overhead costs such as
audit fee, bank charges, depreciation, director’s remuneration, and other miscellaneous fees
that are not included in the cost of revenue. Operating expenses are projected to be 5% of
the total annual revenue and is assumed to remain stable throughout the projection period.
Such amounts during the projection period are estimated by management of the Ship Target
Company.

Determination of Income Tax Rate

The statutory Singapore corporate tax rate is 18% for the year 2009. However, profits
from shipping enterprises in Singapore are now exempted from paying any income tax, as
part of the government’s effort in attracting international shipping companies. Accordingly,
we have adopted the same in our valuation during the projection period.

Basis of Capital Expenditure to be Incurred

As previously discussed, the Ship Target Company is not expected to have significant
expansion after their recent acquisition of tugs and barges in year 2008 and 2009. In this
regard, the sustaining capital expenditure is estimated to be 5% of the purchase costs since
the ships are estimated to be used for 20 years.

Basis of Working Capital Movement

We understand from the management that a forecast of the net working capital needs of
the Subject Company is not readily available. As such, the industry median ratio (i.e.
working capital to revenue) is applied in the calculation of the working capital requirements.

DETERMINATION OF DISCOUNT RATE

We developed the cost of equity (the “Re”) and the cost of debt (the “Rd”) of the Ship
Target Company based on data and factors relevant to the economy, the industry, and the
Ship Target Company as at the Valuation Date. These costs were then weighted in terms of a
typical or market participant industry capital structure to arrive at the estimated weighted
average cost of capital (the “WACC”).
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Development of Weighted Average Cost of Capital (the “WACC”)

We considered market and industry data to develop the WACC for the Ship Target
Company.

The traditional formula for calculating the WACC is:
WACC = [(%D) * (Rd) * (1 - tax rate)] + [(%E) * (Re)]
Development Cost of Equity (the “Re”)

We considered the Modified Capital Asset Pricing Model (the “MCAPM”) to calculate
the cost of equity of the Ship Target Company. Such method is considered a common
method.

Modified Capital Asset Pricing Model
MCAPM, as applied to the Company, can be summarized as follows:
Re = Rf + Beta * RPm + RPc + RPi + RPs + RPu
Risk Free Return (“Rf”)

Rf was found by looking at the yields of the respective government bonds of the
guideline public companies. Ideally, the duration of the security used as an indication of Rf
should match the horizon of the projected cash flows that were being discounted, which was
into perpetuity in the present case. We relied mostly on the 30-year government bond yields
of respective countries as of the Valuation Date.

Market Equity Premium (“RPm”)

RPm was found by looking at the 30-year equity risk premium of respective guideline
public companies. We adopted the recent 30 years of equity risk premium of respective
markets, as well as for each valuation date. We relied on International Equity Risk Premia
Report Handbook 2009 published by Ibbotson Associates. For those markets that are not
covered by the above publication, the equity risk premium of US market is multiplied by the
relative volatility between S&P 500 Index and equity indices of respective country of risk of
guideline public companies to obtain the equity risk premium. The volatility of US equity
market is obtained from Stocks, Bonds, Bills, and Inflation: 2009 Yearbook. The volatility of
other equity indices is obtained from Bloomberg.
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Country risk differential (“RPc”)

RPc is the default risk differential of the subject company and respective guideline
public companies, multiplied by the relative volatility of long-term government bond indices
of US and those of respective country of risk of the guideline public companies. The default
risk differential is obtained from Damodaran valuation website. The volatility of the bond
indices is obtained from Bloomberg.

Interest rate differential (“RPi”)

RPi is the differences between Rf of the subject company and the country of risk of the
guideline public companies as of respective valuation dates.

Beta

In the CAPM formula, beta is a measure of the systematic risk of a particular
investment relative to the market for all investment assets. We obtained betas for four
identified publicly traded guideline companies, details of which are listed in the table below.
The identified betas were unlevered to remove the effects of financial leverage on the
indication of relative risk provided by the beta, and re-levered at the optimal industry capital
structure.

Selection of Guideline Public Companies

As aforementioned, the guideline public companies are selected to compute beta in our
determination of Re. One would start with a description of the subject company, in terms of
lines of business, markets served, size and other criteria.

For this particular engagement, we have selected companies which are in the sea
transportation industry, with preference given to ones whose main business operations are in
Singapore, with one other company from Malaysia.

Guideline Public Companies Ticker Business Activities
1 Courage Marine Group CMG.SP Provides marine transportation
Limited services with its fully-owned and

operated dry bulk carriers.

2 Swissco International Limited SWCO.SP  Provides marine logistics services
and maintenance services.

3 Mercator Lines Singapore MRLN.SP  Specializes in marine transportation
Limited of coal and crude oil.
4 Hubline Bhd HUBL.MK Provides shipping services and
chartering and cargo handling
services.

-319 -



APPENDIX VIII VALUATION REPORT OF THE
SHIP TARGET COMPANY

Average Levered Beta Average Re-levered Beta
1.225 1.286

Small company premium (“RPs”)

RPs, over the risk premium for the market, can be calculated by subtracting the
estimated return in excess of the riskless rate from the realized return in excess of the
riskless rate of companies. In the case of the Ship Target Company, we applied the size
premium return in excess of CAPM of companies in the Micro Cap segment of NYSE/
AMEX/ NASDAQ in the United States. We relied on the studies performed by Ibbotson
Associates as reflected in their Stocks, Bonds, Bills, and Inflation: 2009 Yearbook.

Specific company adjustment (“RPu”)

RPu for unsystematic risk attributable to the specific company is designed to account
for additional risk factors specific to the Ship Target Company.

Firm specific risk factors may include the following:

Competition

Customer Concentration
Size

Poor Access to Capital
Thin Management
Lack of Diversification
Environmental
Litigation

Distribution Channels
Old Technology
Company Outlook

In the case of the Ship Target Company, we believe all of the above risk factors have
been properly accounted for in the cost of equity and therefore it is not necessary to apply
an additional RPu.

Cost of Equity Conclusion

The calculation of the cost of equity is listed below:

Cost of Equity (“Re”)

Average Re (4 comparable companies) 9.97%
Add:
RPs 3.74%
RPu 0.00%
Re 13.71%
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Weighted Average Cost of Capital (“WACC”)

WACC (being the discount rate for this valuation) is determined by the weighted
average, at market value, of the cost of all financing sources in the business enterprise’s
capital structure. We have “levered” the Ship Target Company as if it mirrored the average
percentage of debt as the comparable companies on the assumption that over time, the Ship
Target Company would need to approach the comparable companies’ industry average
amount of debt, which is the less expensive form of capital than equity, to remain
competitive. Subsequent to the calculations of cost of equity and the cost of debt, the
following equation is used to develop the WACC:

WACC = [(%D) X (Rd) X (1-T)] + [(%E) X (Re)]

The calculation of WACC, or the discount rate, therefore becomes:

WACC

Percentage of interest bearing debt (%D) 48.86%
X Market cost of debt (Long term lending rate in China) (Rd) 7.98%
X 1 - Tax 82.00%
Weighted cost of debt 3.20%
+

Percentage of equity (%E) 51.14%
X Cost of equity (CAPM) (Re) 13.70%
Weighted cost of equity 7.01%
.. WACC 10.21%
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CONCLUSION OF VALUE

In conclusion, based on the investigation and analysis stated above and on the
valuation method employed, it is our opinion that the business enterprise value is as follows:

Fair
Business Enterprise Value Value
HK$

194,205,000
100% equity interest of the Ship Target Company

Yours faithfully,
For and on behalf of
GREATER CHINA APPRAISAL LIMITED

K. K. Ip Samuel Y.C. Chan
Registered Business Valuer of HKBVF MBA, CVA, CM&AA
MRICS, MHKIS and RPS (GP) Associate Member of AIMA
Managing Director Director

Head of Business Valuation

Analyzed and Reported by:

Andrew Y.H. Wong
Victor C.W. Siu

Mr. K.K. Ip, a Chartered Valuation Surveyor of The Royal Institution of Chartered Surveyors (RICS),
Member of Surveyors Registration Board of Hong Kong, Member (General Practice Division) of The Hong Kong
Institute of Surveyors (HKIS) and Registered Business Valuer of The Hong Kong Business Valuation Forum
(HKBVF), has substantial experience in property, plant and machinery, business enterprise and intellectual
property valuations for various purposes in Greater China Region since 1992.

Mr. Samuel Y.C. Chan, MBA, Certified Valuation Analyst of The International Association of Consultants,
Valuators and Analysts (IACVA), Associate Member of the American Institute of Minerals Appraisers (AIMA) and
Certified Merger & Acquisition Advisor, has been conducting business enterprise and intellectual property
valuations for various purposes since 2004. He also spends a significant portion of his time in valuation of
financial instruments including convertible bonds, preference shares, swaps, corporate guarantees and employee
share options for private and public companies in China, Hong Kong, Taiwan, Japan, Singapore and the United
States.

-322 -



APPENDIX VIII VALUATION REPORT OF THE
SHIP TARGET COMPANY

B. REPORT ON FORECASTS UNDERLYING THE VALUATION OF THE SHIP
TARGET COMPANY

Set out below are the texts of the reports from South China Capital Limited and BDO
Limited in connection with the cash flow forecasts underlying the valuation report of the
Ship Target Company dated 31 December 2009 prepared by Greater China Appraisals
Limited for the purpose of inclusion in this circular.

(i) REPORT FROM SOUTH CHINA CAPITAL LIMITED

South China Capital Limited

Room 2601-3, Tower 1, Lippo Centre
89 Queensway

Admiralty

Hong Kong

26 March 2010

The Board of Directors

Kwong Hing International Holdings (Bermuda) Limited
Units C-D, 8th Floor

Mai Shun Industrial Building

18-24 Kwai Cheong Road

Kwai Chung

New Territories

Hong Kong

Dear Sirs,

Terms used in this letter have the same meanings as defined elsewhere in the circular
dated 26 March 2010 (the “Circular”), of which this letter forms part, unless the context
requires otherwise. We refer to the valuation dated 31 December 2009 prepared by the
Valuer in relation to the appraisal of the business enterprise value of the Ship Target
Company. As stated in the valuation report from the Valuer set out in Appendix VIII to the
Circular, the valuation has been arrived at based on the income approach, which takes into
account the cash flow projection of the Ship Target Company for the period from 2010 to
2013 (the “Ship Projection”).

We have reviewed the Ship Projection and other relevant information and documents
which you as the Directors are solely responsible and discussed with you and the Valuer the
information and documents provided by you which formed part of the bases and assumptions
upon which the Ship Projection has been made. In addition, we have considered, and relied
upon, the report addressed to the Board from BDO Limited as set out in Appendix VIII to
the Circular regarding the accounting policies and calculations upon which the Ship
Projection has been made.
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On the basis of the foregoing, we are of the opinion that the Ship Projection, for which
the Directors are solely responsible, has been prepared after due and careful enquiry.

Yours faithfully,

For and on behalf of
South China Capital Limited
Manfred Shiu
Director
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(ii) REPORT FROM BDO LIMITED

BDO Limited 25" Floor Wing On Centre AhFHE T
Certified Public Accountants 111 Connaught Road Central RS 25

) e—— p& 2 A3 N3 Hong Kong E 35 1 (852) 2541 5041
R R A F AR R Telephone: (852) 2541 5041 A (852) 2815 2239

Facsimile : (852) 2815 2239

26 March 2010

The Board of Directors

Kwong Hing International Holdings (Bermuda) Limited
Units C — D, 8th Floor

Mai Shun Industrial Building

18-24 Kwai Cheong Road

Kwai Chung

New Territories

Hong Kong

Dear Sirs

Kwong Hing International Holdings (Bermuda) Limited (the “Company”’)
Underlying cash flow forecasts of the valuation on Rimau Shipping Pte Limited

INDEPENDENT ASSURANCE REPORT

In accordance with our agreed terms of engagement, we have examined the arithmetical
accuracy of the calculations of the underlying cash flow forecasts of the valuation on Rimau
Shipping Pte Limited (the “Ship Target Company”) as at 31 December 2009 (hereinafter
referred to as the “Underlying Forecast”) which is regarded as a profit forecast under
paragraph 29(2) of Appendix 1B of the Rules Governing the Listing of Securities on The
Stock Exchange of Hong Kong Limited (the “Listing Rules”). The Underlying Forecast is set
out in Section A of the Appendix VIII to the Company’s circular dated 26 March 2010 (the
“Circular™).

RESPECTIVE RESPONSIBILITIES OF DIRECTORS AND OURSELVES

The directors of the Company (the “Directors”) are responsible for the preparation of
the Underlying Forecast and the reasonableness and validity of the assumptions based on
which the Underlying Forecast is prepared (the “Assumptions”).

It is our responsibility to form a conclusion, based on our work on the arithmetical
accuracy of the calculation of the Underlying Forecast and to report our conclusion solely to
you, as a body, solely for the purpose of reporting under paragraph 29(2) of Appendix 1B of
the Listing Rules and for no other purpose. We accept no responsibility to any other person
in respect of, arising out of, or in connection with our work. Because the Underlying
Forecast relates to cash flows, no accounting policies of the Company have been adopted in
its preparation.
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The Assumptions include hypothetical assumptions about future events as detailed in
Section A of the Appendix VIII to the Circular and management actions that cannot be
confirmed or verified in the same way as past results, and these assumptions may or may
not occur. Even if the events and actions anticipated do occur, actual results are still likely
to be different from the Underlying Forecast and the variation may be material. Accordingly,
we have not reviewed, considered or conducted any work on the reasonableness and the
validity of the Assumptions and do not express opinion whatsoever thereon.

BASIS OF CONCULSION

We conducted our work in accordance with Hong Kong Standard on Assurance
Engagements 3000 “Assurance Engagements Other Than Audits or Reviews of Historical
Financial Information” issued by the Hong Kong Institute of Certified Public Accountants.
We have examined the arithmetical accuracy of the calculations of the Underlying Forecast.
Our work has been undertaken solely to assist the Directors in evaluating whether the
Underlying Forecast, so far as the arithmetical accuracy of the calculations are concerned,
has been properly compiled in accordance with the Assumptions made by the Directors. Our
work does not constitute any valuation on the Ship Target Company.

CONCLUSION

In our opinion, so far as the arithmetical accuracy of the calculations is concerned, the
Underlying Forecast has been properly compiled in accordance with the Assumptions made
by the Directors as set out in Section A of the Appendix VIII to the Circular.

Yours faithfully
For and on behalf of
BDO Limited
Certified Public Accountants
Hong Kong

Lam Siu Fung
Practising Certificate number: P05308
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TERMS OF UP TO HK$50,000,000 CONVERTIBLE PREFERENCE SHARES

Summary of principal terms of the Convertible Preference Shares

Dividend:

Conversion price:

Conversion rights:

Redemption:

Ranking:

Return of capital:

Voting:

Listing:

holder of each Convertible Preference Share shall have
the same entitlement to dividend as holder of the
number of Ordinary Shares into which such Convertible
Preference Share may be converted upon exercise of
conversion rights attached thereto

initially, Convertible Preference Shares of the Notional
Value of an amount equivalent to HK$1.50 shall be
convertible into one Ordinary Share

The conversion price will be subject to adjustments
upon occurrence of certain dilution events

subject to the conditions set out in paragraph 5, the
Convertible Preference Shares are convertible at the
option of the holder at any time after the Issue Date

Neither the Company nor any holder of the Convertible
Preference Shares shall have any right to redeem the
Convertible Preference Shares, other than for the
purpose of conversion of the Convertible Preference
Shares pursuant to these Terms

the Convertible Preference Shares rank (A) in priority
to the ordinary shares of the Company and any other
shares of the Company as to return of capital, and (B)
pari passu with ordinary shares of the Company as to
dividends

On winding up of the Company, the holder of the
Convertible Preference Shares shall be entitled to the
return of capital on the basis of the Notional Value of
the Convertible Preference Shares

holders of the Convertible Preference Shares (in their
capacity as such) will not be permitted to attend or
vote at meetings of the Company, unless a resolution is
proposed to vary the rights of holders of the
Convertible Preference Shares or a resolution is
proposed for the winding up of the Company

the Convertible Preference Shares are not listed on any
stock exchanges
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“Notional Value”

the issuance price of each Convertible Preference
Share, being HK$1.50

1. INTERPRETATION

Unless the context otherwise requires, the following expressions which apply
exclusively to these Terms shall have the following meanings:

(A)

“Acquisition Agreement” means the agreement dated 17 November
2009 (as supplemented by the supplemental agreement dated 22 March
2010) entered into among WSJ International Sdn Bhd (formerly known
as Wood Star Jaya Sdn Bhd), Agritrade International Pte Ltd. and Ms.
Lim Beng Kim, Lulu as vendors, Tiger Courage Limited as purchaser
and the Company as guarantor in relation to the acquisition of 60% of
the entire issued share capital in PT Rimau Indonesia;

“Auditors” means the auditors of the Company for the time being;

“Business Day” means a day (excluding a Saturday) on which banks in
Hong Kong are open for business in Hong Kong throughout their
normal business hours;

“Bye-laws” means the bye-laws for the time being adopted by the
Company and as amended from time to time;

“Certificate” means a certificate issued by the Company in the name of
the Convertible Preference Shareholder in respect of his holding of one
or more Convertible Preference Shares;

“Closing Price” means the closing price per Ordinary Share on the
Relevant Stock Exchange, as published by the Relevant Stock Exchange
for one or more board lots of Ordinary Shares or, in the absence of any
such published closing price, the last published closing price;

“Company” means Kwong Hing International Holdings (Bermuda)
Limited;

“Conversion Date” means, subject to paragraph 5(G), 12 noon on the
Business Day immediately following the date of the surrender of the
relevant Certificate and delivery of the Conversion Notice therefor
accompanied by the documents referred to in paragraph 5(B);

“Conversion Notice” means a notice, in such form as the Directors may
from time to time specify, stating that a Convertible Preference
Shareholder wishes to exercise the Conversion Right in respect of one
or more Convertible Preference Shares;

-328 -



APPENDIX IX

TERMS OF THE CONVERTIBLE PREFERENCE SHARES

“Conversion Number” means, in relation to any Convertible Preference
Share, such number of Ordinary Shares as may, upon exercise of the
Conversion Right, be converted at the Conversion Price in force on the
relevant Conversion Date;

“Conversion Period” means, in respect of any Convertible Preference
Share, any time commencing from 3:00 p.m. (Hong Kong time) on the
Business Day immediately after the date of issue of such Conversion
Preference Share and up to 4:00 p.m. (Hong Kong time) on the date of
all Convertible Preference Shares being converted or purchased in full
(or such earlier date as may be required under the Statutes);

“Conversion Price” means the price at which each Ordinary Share will
be alloted and issued upon an exercise of the Conversion Price, initially
being HK$1.50, subject to any adjustment in accordance with these
Terms;

“Conversion Right” means the right, subject to the provisions of the
Terms, the Statutes and to any other applicable fiscal or other laws or
regulations to convert at any time during the Conversion Period any
Convertible Preference Share at the Conversion Price;

“Conversion Share(s)” means Ordinary Share(s) to be issued upon an
exercise of the Conversion Rights;

“Convertible Preference Shares” means the convertible preference
shares of par value of HK$0.10 each in the capital of the Company;

“Convertible Preference Shareholder” means a person or persons who is
or are registered in the Register as a holder or jointholders of
Convertible Preference Shares;

“Converting Shareholder” means a Convertible Preference Shareholder
all or some of whose Convertible Preference Shares are being or have
been converted;

“Dealing Day” means a day on which the Relevant Stock Exchange is
open for business and on which trading in the Ordinary Shares or other
relevant securities is not suspended;

“Directors” means the board of directors of the Company or the
directors present at a meeting of directors at which a quorum is

present;

“Dividend” means any dividend payable or distribution made pursuant
to paragraph 2;
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“Equity Share Capital” means issued share capital excluding any part
thereof which neither as respect dividends nor as respects capital
carries any right to participate beyond a specified amount in a
distribution;

“Hong Kong” means the Hong Kong Special Administrative Region of
the People’s Republic of China;

“Hong Kong Stock Exchange” means The Stock Exchange of Hong
Kong Limited;

“Issue Date” means, in respect of any Convertible Preference Share, the
date on which the Convertible Preference Share was allotted and
issued;

“Listing Rules” means the Rules Governing the Listing of Securities on
the Hong Kong Stock Exchange;

“Notional Value” means the price at union each Convertible Preference
Share was initially issued, being HK$1.50;

“Ordinary Shares” means fully paid ordinary shares of HK$0.10 each
(or of such other nominal value in which such ordinary shares are for
the time being denominated following any consolidation or sub-division
which gives rise to an adjustment to the Conversion Price in
accordance with paragraph 8) in the Company of the class listed on the
Hong Kong Stock Exchange or, where the context so requires, shares
resulting from the re-designation or re-classification of all the Ordinary
Shares outstanding, provided that if all of the Ordinary Shares are
replaced by other securities (all of which are identical), the expression
“Ordinary Shares” shall thereafter refer to those other securities;

“outstanding” means in relation to the Convertible Preference Shares,
all the Convertible Preference Shares issued other than:

(A) those in respect of which Conversion Rights have been exercised
and which have been cancelled in accordance with this Bye-laws;
or

(B) those which have been purchased and cancelled as provided in
paragraph 10;

“Record Date” means the date and time by which a subscriber or

transferee of securities of the class in question would have to be
registered in order to participate in the relevant distribution or rights;
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(B)

“Register” means the register of Convertible Preference Shareholders
required to be maintained by the Company pursuant to paragraph
18(B);

“Registrar’s Office” means the office of Tricor Secretaries Limited at
26th Floor, Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong
Kong, the Hong Kong branch share registrars of the Company, or such
office of such person or such other person as the Company may from
time to time designate;

“Relevant Convertible Preference Shares” means a Convertible
Preference Share which is to be converted pursuant to a Conversion
Notice;

“Relevant Jurisdiction” means a jurisdiction in which the Company or
any of its subsidiaries is incorporated, carries on business or holds any
assets;

“Relevant Stock Exchange” means (A) the stock exchange on which the
Ordinary Shares are at the relevant time principally traded, as
determined by the Company, or (B) if, for the purposes of paragraph 8,
the consideration at which any shares or securities are or are to be
issued or transferred, or the relevant exercise, exchange or subscription
price, if any, for such shares or securities, is to be fixed by reference to
the price of such shares or securities on a particular stock exchange,
that stock exchange;

“Statutes” means the Companies Act 1981 of Bermuda, as amended
from time to time, and every other act of the legislature of Hong Kong
or Bermuda for the time being in force applying to or affecting the
Company, its memorandum of association and/or the Bye-laws;

“Terms” means the terms of issue rights and privileges of the
Convertible Preference Shares and the restrictions to which they are
subject as set out herein and as may be amended from time to time;

and

“Hong Kong dollars” or “HKS$” means the lawful currency of Hong
Kong.

In these Terms, references to:

“companies” include references to any bodies corporate however and
wherever incorporated;

“distribution” include references to any dividend or other distribution
(including a distribution in specie) or capitalisation issue;
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“paragraphs” are references to the paragraphs of these Terms;

“property” include references to shares, securities, cash and other assets
or rights of any nature;

“dates” and “times” are to dates and times in Hong Kong; and
a “gender” include any other gender.
2. INCOME, DIVIDEND AND OTHER DISTRIBUTIONS

Each outstanding Convertible Preference Share shall confer, in case of any
dividend or distribution being declared and paid by the Company to holders of the
Ordinary Shares, on the holder thereof the same entitlement to dividend or
distribution as holder of the number of Ordinary Shares into which such
Convertible Preference Share may be converted upon exercise of Conversion
Rights attached thereto.

3. CAPITAL

On a return of capital on liquidation or otherwise (but not on conversion or
purchase) the Convertible Preference Shares shall confer on the Convertible
Preference Shareholders the right to be paid, in priority to any return of assets in
respect of any other class of shares in the capital of the Company, pari passu as
between themselves an amount equal to the aggregate Notional Value of the
Convertible Preference Shares. The Convertible Preference Shares shall not confer
on the holders thereof any further or other right to participate in the assets of the
Company.

4. RANKING

The Company shall not (unless such sanction has been given by the
Convertible Preference Shareholders as would be required for a variation of the
special rights attaching thereto or unless otherwise provided in the Bye-laws)
create or issue any shares ranking as regards order in the participation in the
profits of the Company or in the assets of the Company on a winding up or
otherwise in priority to the Convertible Preference Shares, but the Company may
create or issue, without obtaining the consent of the Convertible Preference
Shareholders, shares ranking pari passu in all respects (including as to class) with
the Convertible Preference Shares and the existing and further Ordinary Shares.

S.  CONVERSION

(A) Each Convertible Preference Share shall confer on the holder thereof
the Conversion Right.
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(B) Subject to paragraph 5(D), any Convertible Preference Shareholder may
exercise the Conversion Right in respect of one or more Convertible
Preference Shares held by him at any time during the Conversion
Period subject to the provisions of the Statutes and any other applicable
fiscal and other laws and regulations by delivering a duly signed and
completed Conversion Notice to the Registrar’s Office accompanied by:

(1)

(2)

the Certificates in respect of the Relevant Convertible Preference
Shares and such other evidence (if any) as the Directors may
reasonably require to prove the title of the person exercising such
right (or, if such Certificates have been lost or destroyed, such
evidence of title and such indemnity as the Directors may
reasonably require); and

banker’s cashier orders or similar instruments payable to the
Company in respect of all taxes and stamp, issue and registration
duties (if any) arising on conversion.

A Conversion Notice shall not be effective if:

(1)

(i1)

(iii)

it is not accompanied by the Certificates in respect of the Relevant
Convertible Preference Shares and such other evidence (if any) as
the Directors may reasonably require to prove the title of the
person exercising such right (or, if such Certificates have been
lost or destroyed, such evidence of title and such indemnity as the
Directors may reasonably require);

it is not accompanied by banker’s cashier orders or similar
instruments payable to the Company in respect of all taxes and
stamp, issue and registration duties (if any) arising on conversion;
and

it does not include a declaration and confirmation that the
beneficial owner of the Relevant Convertible Preference Shares,
and of the Conversion Shares, is not a resident or national of any
foreign jurisdiction where the exercise of the Conversion Rights
attached to the Relevant Convertible Preference Shares is
prohibited by any law or regulation of that jurisdiction or where
compliance with such laws or regulations would require filing or
other action by the Company; or that delivery of the Relevant
Convertible Preference Shares or Conversion Shares will not result
in a breach of any exchange control, fiscal or other laws or
regulations for the time being applicable.

(C) The number of Conversion Shares to be issued on each conversion shall
be determined by dividing the aggregate Notional Value of the Relevant
Convertible Preference Shares by the Conversion Price applicable on
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(D)

the Conversion Date provided that no fraction of an Ordinary Share
arising on conversion shall be allotted and all fractional entitlements
shall be dealt with in accordance with paragraph 13.

Conversion of the Convertible Preference Shares shall be effected in
such manner as the Directors shall subject to these Terms, the
Bye-laws, the Statutes and to any other applicable law and regulations,
from time to time determine provided that no Conversion shall take
place if (1) to do so would result in the Conversion Shares being issued
at a price below their nominal value as at the applicable Conversion
Date; (2) to the extent that following such exercise, the relevant
Convertible Preference Shareholder and parties acting in concert with
it, taken together, will directly or indirectly, control or be interested in
30 per cent. or more of the entire issued Ordinary Shares (or in such
lower percentage as may from time to time be specified in the Hong
Kong Code on Takeovers and Mergers as being the level for triggering
a mandatory general offer); or (3) if immediately after such conversion,
the public float of the Shares falls below the minimum public float
requirements stipulated under the Listing Rules or as required by the
Hong Kong Stock Exchange.

Without prejudice to the generality of the foregoing, any Convertible
Preference Share may be converted by repurchase on the relevant
Conversion Date out of:

(a) the capital paid up on the Relevant Convertible Preference Shares;
or

(b) the funds available for dividend or distribution of the Company;
or

(c) the proceeds of a fresh issue of shares made for the purpose; or
(d) any combination of (a), (b) and (c),

and in the case of any premium payable on such a repurchase, out of
the Company’s funds available for dividend or distribution or the
Company’s share premium account or a combination of the foregoing.
Each Conversion Notice shall be deemed to authorise and instruct the
Directors to retain any repurchase moneys otherwise payable to the
Converting Shareholder and, in respect of the Relevant Convertible
Preference Share, to apply the same in the subscription on such
Converting Shareholder’s behalf of the Conversion Shares (subject to
the treatment of fractions described in paragraph 13) and, to the extent
that conversion shall be effected out of the proceeds of a fresh issue of
shares, where appropriate, each Conversion Notice shall be deemed:
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(E)

(F)

G)

(i) to appoint any person selected by the Directors as such
Converting Shareholder’s agent with authority to apply an amount
equal to the repurchase moneys in respect of the Relevant
Convertible Preference Shares in subscribing on such Converting
Shareholder’s behalf for the Conversion Shares (subject to the
treatment of fractions described in paragraph 13); and

(ii) to authorise and instruct the Directors following the allotment of
such Conversion Shares to pay the said repurchase moneys to such
agent who shall be entitled to retain the same for his own benefit
without being accountable therefor to such Converting
Shareholder;

provided that if the Converting Shareholder has a registered address in
any territory where in the absence of a registration statement or any
other special formalities the allotment or delivery of any Conversion
Shares would or might in the opinion of the Directors be unlawful or
impracticable under the laws of such territory or any Relevant
Jurisdiction, the Company shall as soon as reasonably practicable after
the receipt of the relevant Conversion Notice allot the Conversion
Number of the Ordinary Shares to the Converting Shareholder or to one
or more third parties selected by the Company and on behalf of the
Converting Shareholder sell the same to one or more third parties
selected by the Company for the best consideration then reasonably
obtainable by the Company. As soon as reasonably practicable
following any such allotment and sale, the Company shall pay the
Converting Shareholder an amount equal to the consideration received
by it.

Each Convertible Preference Shareholder irrevocably authorises the
Company to effect the transactions required by paragraph 5(D) and for
this purpose the Company may appoint any person to execute transfers,
renunciations or other documents on behalf of the Convertible
Preference Shareholder and generally may make all arrangements which
appear to it to be necessary or appropriate in connection therewith.

The Company shall allot and issue the Conversion Shares or, as the
case may be, send the amount to which he is entitled pursuant to
paragraph 5(D) to the Converting Shareholder and shall procure that
certificates in respect of the Conversion Shares, together with a new
Certificate for any unconverted Convertible Preference Shares
comprised in the Certificate(s) surrendered by the Converting
Shareholder, are issued as soon as practicable and in any event not later
than 14 days after the relevant Conversion Date.

If and whenever any conversion takes place after the occurrence of any

event falling within any sub-provision of paragraph 8(A) but before the
amount of the relevant adjustment to the Conversion Price (if any) shall
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(H)

have been calculated in accordance with the provisions of paragraph
8(A), the Conversion Date shall be deemed to fall on the Business Day
after the date the adjustment made to the Conversion Price in respect of
the relevant event has become effective.

In the event a notice is given by the Company to its members to
convene a general meeting for the purposes of considering, and if
thought fit, approving a resolution to voluntarily wind-up the Company,
the Company at the same time it despatches such notice to each
member of the Company shall give notice thereof to all Convertible
Preference Shareholders (together with a notice of the existence of the
provisions of this paragraph 5(H)) and thereupon, each Convertible
Preference Shareholder shall be entitled to exercise all or any of his
Conversion Rights at any time not later than two Business Days prior
to the date of the general meeting of the Company by providing the
Company a Conversion Notice duly completed and executed together
with the Certificates, cashier orders and, where appropriate, other items
listed in paragraphs 5(B)(1) and (2) whereupon the Company shall,
subject to the Statutes, as soon as possible and, in any event, no later
than the Business Day immediately prior to the date of the general
meeting, allot the Conversion Shares to the Relevant Convertible
Preference Shareholders credited as fully paid. There shall not be any
issuance of Conversion Shares and/or alteration in the status of the
members of the Company after the commencement of winding up
unless permitted under the Statutes.

INTENTIONALLY DELETED

CONVERSION SHARES

The Conversion Shares shall, save as provided for in these provisions, rank

pari passu in all respects with the Ordinary Shares in issue at the time the
Conversion Shares are issued, and shall, subject to the proviso of this paragraph
7, entitle the holders thereof to all distributions paid or made on the Ordinary
Shares by reference to a Record Date falling after the Conversion Date, provided
that if a Record Date after the Conversion Date is in respect of any distribution in
respect of any financial period of the Company ended prior to such Conversion
the holders of the Conversion Shares will not be entitled to such
distribution.

Date,

8.

(A)

ADJUSTMENTS TO THE CONVERSION PRICE

Subject as hereinafter provided, the Conversion Price shall from time to
time be adjusted in accordance with the following relevant provisions
and so that if the event giving rise to any such adjustment shall be such
as would be capable of falling within more than one of sub-paragraphs
(1) to (7) inclusive of this paragraph 8, it shall fall within the first of
the applicable paragraphs to the exclusion of the remaining paragraphs:

-336 -



APPENDIX IX

TERMS OF THE CONVERTIBLE PREFERENCE SHARES

(1)

(2)

3)

If and whenever there shall be an alteration in the nominal value
of the Ordinary Shares by reason of any consolidation or
sub-division, the Conversion Price in force immediately prior
thereto shall be adjusted by multiplying it by a fraction of which
the numerator shall be the nominal value of one Ordinary Share
immediately after such alteration and of which the denominator
shall be the nominal value of one Ordinary Share immediately
before such alteration and such adjustment shall become effective
on the date on which such alteration takes effect.

If and whenever the Company shall capitalise any amount of
profits or reserves (including any share premium account or
contributed surplus account) and apply the same in paying up in
full the nominal value of any Ordinary Shares (other than any
Ordinary Shares credited as fully paid out of distributable profits
or reserves (including any share premium account or contributed
surplus account) and issued in lieu of the whole or any part of a
cash dividend or specie distribution which the holders of the
Ordinary Shares concerned would or could otherwise have
received and which would not have constituted a Capital
Distribution (as defined in paragraph 8(B))), the Conversion Price
in force immediately prior to the Record Date therefor shall be
adjusted by a fraction of which the numerator shall be the
aggregate nominal amount of the issued Ordinary Shares
immediately before such issue and of which the denominator shall
be the aggregate nominal amount of the issued Ordinary Shares
immediately after such issue. Such adjustment shall be effective
immediately after the Record Date for such issue.

If and whenever the Company shall make any Capital Distribution,
the Conversion Price in force immediately prior to such
distribution shall be adjusted by multiplying it by the following
fraction:

(K-L)+-K
where:

K is the Closing Price of one Ordinary Share on the Dealing
Day immediately preceding the date on which the Capital
Distribution is  announced or (failing any such
announcement), the Dealing Day immediately preceding the
Record Date for the Capital Distribution;

L is the fair market value on the date of such announcement or
(as the case may require) the Dealing Day immediately
preceding the Record Date for the Capital Distribution, as
determined in good faith by an approved merchant bank
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4)

(selected at the option of the Company) or the Auditors of
the portion of the Capital Distribution which is attributable
to one Ordinary Share.

Provided that:

(a) if in the opinion of the relevant approved merchant bank or
the Auditors (as the case may be), the use of the fair market
value as aforesaid produces a result which is significantly
inequitable, it may instead determine (and in such event the
above formula shall be construed accordingly) the amount of
the said Closing Price which should properly be attributed to
the value of the Capital Distribution; and

(b) the provisions of this sub-paragraph (3) shall not apply in
relation to the issue of Ordinary Shares paid out of profits or
reserves and issued in lieu of a cash dividend nor to a
purchase by the Company of its own Ordinary Shares in
accordance with the provisions of the Companies Act.

Each such adjustment shall be effective (if appropriate
retroactively) from the commencement of the day next following
the Record Date for the Capital Distribution.

If and whenever the Company shall offer to holders of Shares new
Shares for subscription by way of rights, or shall grant to holders
of Shares any options or warrants to subscribe for new Ordinary
Shares, at a price which is less than 80 per cent. of the market
price (as defined in paragraph 8(B)) at the date of the
announcement of the terms of the offer or grant, the Conversion
Price shall be adjusted by multiplying the Conversion Price in
force immediately before the date of the announcement of such
offer or grant by the following fraction:

(K+L)+M
where:

K is the number of Ordinary Shares in issue immediately before
the date of such announcement;

L  is the number of Ordinary Shares which the aggregate of the
amount (if any) payable for the rights, options or warrants
and of the amount payable for the total number of new
Ordinary Shares comprised therein would purchase at such
market price; and
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(5)

Such

is the number of Ordinary Shares in issue immediately before
the date of such announcement plus the aggregate number of
Ordinary Shares offered for subscription or comprised in the
options or warrants.

adjustment shall become effective (if appropriate

retroactively) from the commencement of the day next following
the Record Date for the offer or grant.

(a)

(b)

If and whenever the Company or any other company shall
issue wholly for cash any securities which by their terms are
convertible into or exchangeable for or carry rights of
subscription for new Ordinary Shares and the total Effective
Consideration (as defined below) per Ordinary Share initially
receivable for such securities is less than 80 per cent. of the
price which is the market price at the date of the
announcement of the terms of issue of such securities, the
Conversion Price shall be adjusted by multiplying the
Conversion Price in force immediately prior to the issue by
the following fraction:

(K+L) - (K+M)
where:

K  is the number of Ordinary Shares in issue immediately
before the date of the issue;

L  is the number of Ordinary Shares which the total
Effective Consideration receivable for the securities
issued would purchase at such market price; and

M is the maximum number of new Ordinary Shares to be
issued upon full conversion or exchange of, or the
exercise in full of the subscription rights conferred by,
such securities at the initial conversion or exchange rate
or subscription price.

Such adjustment shall become effective (if appropriate
retroactively) from the close of business in Hong Kong on
the Business Day immediately preceding whichever is the
earlier of the date on which the issue is announced and the
date on which the issuer determines the conversion or
exchange rate or subscription price.

If and whenever the rights of conversion or exchange or

subscription attached to any such securities as are mentioned
in section (a) of this sub-paragraph (5) are modified so that
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the total Effective Consideration per Ordinary Share initially
receivable for such securities shall be less than 80 per cent.
of the price which is the market price at the date of
announcement of the proposal to modify such rights of
conversion or exchange or subscription, the Conversion Price
shall be adjusted by multiplying the Conversion Price in
force immediately prior to such modification by the
following fraction:

(K+L) ~ (K+M)
where:

K is the number of Ordinary Shares in issue immediately
before the date of such modification;

L is the number of Ordinary Shares which the total
Effective Consideration receivable for the securities
issued at the modified conversion or exchange price
would purchase at the market price at the date of the
announcement of such proposal; and

M is the maximum number of new Ordinary Shares to be
issued upon full conversion or exchange of, or the
exercise in full of the subscription rights conferred by,
such securities at the modified conversion or exchange
rate or subscription price.

Such adjustment shall become effective as at the date upon
which such modification shall take effect. A right of
conversion or exchange or subscription shall not be treated
as modified for the foregoing purposes where it is adjusted
to take account of rights or capitalisation issues and other
events normally giving rise to adjustment of conversion or
exchange terms.

For the purposes of this sub-paragraph (5), the “total
Effective Consideration” receivable for the securities issued
shall be deemed to be the consideration receivable by the
issuer for the issue of any such securities plus the additional
minimum consideration (if any) to be received by the issuer
and/or the Company (if not the issuer) upon (and assuming)
the full conversion or exchange thereof or the exercise in full
of such subscription rights and the Effective Consideration
per Ordinary Share initially receivable for such securities
shall be such aggregate consideration divided by the number
of Ordinary Shares to be issued upon (and assuming) such
conversion or exchange at the initial conversion or exchange
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(6)

(7)

rate or the exercise of such subscription rights at the initial
subscription price, in each case without any deduction for
any commissions, discounts or expenses paid, allowed or
incurred in connection with the issue.

If and whenever the Company shall issue wholly for cash any
Shares (other than Shares issued to employees, including directors
of the Company or any of its Subsidiaries, or their personal
representatives, pursuant to an employee share scheme) at a price
per Ordinary Share which is less than 80 per cent. of the market
price current at the date of the announcement of the terms of such
issue, the Conversion Price shall be adjusted by multiplying the
Conversion Price in force immediately before the date of such
announcement by a fraction of which the numerator is the number
of Ordinary Shares in issue immediately before the date of such
announcement plus the number of Ordinary Shares which the
aggregate amount payable for the issue would purchase at such
market price and the denominator is the number of Ordinary
Shares in issue immediately before the date of such announcement
plus the number of Ordinary Shares so issued. Such adjustment
shall become effective on the date of the issue.

If and whenever the Company shall purchase any Shares or
securities issued by the Company or any of its subsidiaries which
are convertible into or exchangeable for Ordinary Shares or any
rights to acquire Ordinary Shares (other than on the Relevant
Stock Exchange) and the Directors of the Company cancel such
Ordinary Shares, securities convertible into or exchangeable for
Shares or rights to acquire Ordinary Shares, the Directors of the
Company may if they consider it appropriate make an adjustment
to the Conversion Price, provided that the Directors of the
Company shall have appointed an approved merchant bank to
consider whether, for any reason whatever as a result of such
purchases, an adjustment should be made to the Conversion Price
fairly and appropriately to reflect the relative interests of the
persons affected by such purchases by the Company and, if such
approved merchant bank shall consider in its opinion that it is
appropriate to make an adjustment to the Conversion Price, the
Directors of the Company shall make an adjustment to the
Conversion Price in such manner as such approved merchant bank
shall certify to be, in its opinion, appropriate. Such adjustment
shall become effective (if appropriate retroactively) from the close
of business in Hong Kong on the Business Day immediately
preceding the date on which such purchases by the Company are
made.
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(B)

©

For the purposes of paragraph 8(A):

“announcement” shall include the releases of an announcement to the
press or the delivery or transmission by telephone, telex or otherwise of
an announcement to the Relevant Stock Exchange and ‘“date of
announcement” shall mean the date on which the announcement is first
so released, delivered or transmitted;

“Capital Distribution” means any distribution paid or made by the
Company on Ordinary Shares to the extent that the amount of such
distribution exceeds the amount calculated by reference to P — D where:

P is the aggregate of the net consolidated profits less the aggregate of
the net consolidated losses of the Company and its subsidiaries after
taxation and minority interests but before extraordinary items in respect
of the financial period ending on 31 March 2010 and each subsequent
financial period in respect of which an audited consolidated profit and
loss account of the Company and its subsidiaries (or, if it has at the
relevant time no subsidiaries, an audited profit and loss account of the
Company) has been published, as shown by such profit and loss
account(s);

D is the aggregate amount of all distributions then already paid or
made by the Company on Ordinary Shares in respect of any and all
financial periods ending on or after 31 March 2010; provided that if
such amount is greater than “P”, then “D” shall be deemed to be equal
to “P”;

“market price” means the average of the closing prices of one Ordinary
Share on the Relevant Stock Exchange in respect of dealings in board
lots for the five consecutive Dealing Days ending on the last Dealing
Day preceding the day on or as of which the market price is to be
ascertained.

The provisions of sub-paragraphs (2), (3), (4), (5) and (6) of paragraph
8(A) shall not apply to:

(1) an issue of fully paid Ordinary Shares upon the exercise of any
conversion rights attached to securities convertible into Ordinary
Shares or upon exercise of any rights (including the Conversion
Rights attaching to the Convertible Preference Shares) to acquire
Ordinary Shares or any other convertible securities convertible
into Ordinary Shares issued pursuant to or under the Acquisition
Agreement;
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(2) an issue of Ordinary Shares or other securities of the Company or
any subsidiary of the Company wholly or partly convertible into,
or rights to acquire, Ordinary Shares to directors or employees of
the Company or any of its subsidiaries or their personal
representatives pursuant to an employee share scheme;

(3) an issue by the Company of Ordinary Shares or by the Company
or any other subsidiary of the Company of securities wholly or
partly convertible into or rights to acquire Ordinary Shares, in any
such case in consideration or part consideration for the acquisition
of any other securities, assets or business;

(4) an issue of Ordinary Shares pursuant to a scrip dividend scheme
where an amount not less than the nominal amount of the
Ordinary Shares so issued is capitalised and the market value of
such Ordinary Shares is not more than 120 per cent. of the
amount of the dividend which holders of the Ordinary Shares
could elect to or would otherwise receive in cash, for which
purpose the “market value” of an Ordinary Share shall mean the
average of the closing prices on the Relevant Stock Exchange for
five (or more) consecutive Dealing Days falling within the period
of one month ending on the last day on which holders of Ordinary
Shares may elect to receive or (as the case may be) not to receive
the relevant dividend in cash; or

(5) the issue of the Convertible Preference Shares.

(D) Any adjustment to the Conversion Price shall be made to the nearest
one cent (Hong Kong currency) so that any amount under half a cent
(Hong Kong currency) shall be rounded down and any amount of half a
cent (Hong Kong currency) or more shall be rounded up and in no
event shall any adjustment (otherwise than upon the consolidation of
Ordinary Shares into Ordinary Shares of a larger nominal amount)
involve an increase in the Conversion Price. In addition to any
determination which may be made by the Directors of the Company
every adjustment to the Conversion Price shall be certified either (at
the option of the Company) by the Auditors or by an approved
merchant bank.

(E) Notwithstanding anything contained in these Terms, no adjustment shall

be made to the Conversion Price in any case in which the amount by
which the same would be reduced in accordance with the foregoing
provisions of paragraph 8 would be less than one cent and any
adjustment that would otherwise then be required to be made shall not
be carried forward.

~ 343 -



APPENDIX IX

TERMS OF THE CONVERTIBLE PREFERENCE SHARES

(F)

(G)

(H)

If the Company or any of its subsidiaries shall in any way modify the
rights attached to any share or loan capital so as wholly or partly to
convert or make convertible such share or loan capital into, or attach
thereto any rights to acquire, Ordinary Shares, the Company shall
appoint the Auditors or an approved merchant bank to consider whether
any adjustment to the Conversion Price is appropriate (and if such
Auditors or approved merchant bank shall certify that any such
adjustment is appropriate the Conversion Price shall be adjusted
accordingly).

Notwithstanding the provisions of paragraph 8(A), in any circumstances
where the Directors of the Company shall consider that an adjustment
to the Conversion Price provided for under the said provisions should
not be made or should be calculated on a different basis or that an
adjustment to the Conversion Price should be made notwithstanding
that no such adjustment is required under the said provisions, the
Directors of the Company may appoint the Auditors or an approved
merchant bank to consider whether for any reason whatever the
adjustment to be made (or the absence of adjustment) would or might
not fairly and appropriately reflect the relative interests of the persons
affected thereby and, if such Auditors or approved merchant bank shall
consider this to be the case, the adjustment shall be modified or
nullified or an adjustment made instead of no adjustment in such
manner (including without limitation making an adjustment calculated
on a different basis) as shall be certified by such approved merchant
bank to be in its opinion appropriate.

Whenever the Conversion Price is adjusted as herein provided, the
Company shall give notice to the Convertible Preference Shareholders
that the Conversion Price has been adjusted (setting forth the event
giving rise to the adjustment, the Conversion Price in effect prior to
such adjustment, the adjusted Conversion Price and the effective date
thereof) and shall at all times thereafter so long as any of the
Conversion Rights remains exercisable make available for inspection at
the principal place of business for the time being of the Company and
the Registrar’s Office prior to all the Convertible Preference Shares
being converted or purchased in full a signed copy of the said
certificate of the Auditors or (as the case may be) of the relevant
approved merchant bank and a certificate signed by a Director of the
Company setting out the brief particulars of the event giving rise to the
adjustment, the Conversion Price in effect prior to such adjustment, the
adjusted Conversion Price and the effective date thereof.
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9. UNDERTAKINGS

So long as any Convertible Preference Share remains capable of being
converted into Ordinary Shares:

(A)

(B)

©

(D)

the Company will use its best endeavours (a) to maintain a listing for
all the issued Ordinary Shares on the Hong Kong Stock Exchange, (b)
if and when the issued Convertible Preference Shares are listed on the
Hong Kong Stock Exchange to maintain such listing for all the issued
Convertible Preference Shares on the Hong Kong Stock Exchange and
(c) to obtain and maintain a listing on the Hong Kong Stock Exchange
for all Conversion Shares issued on the exercise of the Conversion
Rights;

the Company will send to each Convertible Preference Shareholder, by
way of information, one copy of every circular, notice or other
document sent to any other shareholders in the Company in their
capacity as shareholders, at the same time as it is sent to such other
shareholders;

the Company shall procure that there shall be sufficient authorised but
unissued share capital available for the purposes of satisfying the
requirements of any Conversion Notice as may be given and the terms
of any other securities for the time being in issue which are convertible
into or have the right to subscribe for shares in the Company;

the Company shall not, without the consent of the Convertible
Preference Shareholders as a class (obtained in the manner provided in
the Bye-laws and these Terms) or unless otherwise permitted pursuant
to these provisions:

(a) modify, vary, alter or abrogate the rights attaching to the
Convertible Preference Shares as a class, which (for the avoidance
of doubt) shall not be deemed to be so modified, varied, altered or
abrogated by the creation or issue of any shares or securities
contemplated by these provisions; or

(b) change the date to which its annual accounts are made up from 31
March; or

(c) effect any payment in respect of the Convertible Preference Shares
otherwise than as provided for in these provisions; or

(d) issue any shares (other than Ordinary Shares or shares ranking
pari passu in all respects (including as to class) with the
Convertible Preference Shares) constituting Equity Share Capital
of the Company;
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(E) except in such manner as may be permitted by the Bye-laws or the
Statutes, the Company shall not reduce its share capital or any uncalled
liability in respect thereof or any share premium account;

(F) if during such time when there are any Convertible Preference Shares
outstanding an offer is made to the holders of Ordinary Shares (or all
such shareholders other than the offeror and/or any company controlled
by the offeror and/or any persons acting in concert with the offeror) to
acquire the whole or any part of the Ordinary Shares and the Company
becomes aware that the rights to cast more than 50% of the votes
which may ordinarily be cast on a poll at a general meeting of the
Company has or will become vested in the offeror and/or such
companies or persons aforesaid, the Company shall (subject to any
restrictions under any applicable laws, regulations, codes and/or rules)
give notice to all Convertible Preference Shareholders of such vesting
or future vesting within 7 days of its becoming so aware;.

10. PURCHASE

Subject to the Statutes and agreement of the relevant Convertible Preference
Shareholders, the Company or any of its subsidiaries may at any time purchase
any of the Convertible Preference Shares (by means available to all Convertible
Preference Shareholders alike) at any price to be mutually agreed between the
Company or such subsidiary of the Company and such Convertible Shareholder(s).
Any Convertible Preference Shares so purchased or otherwise acquired by the
Company or any of its subsidiaries may not be resold and in case such
Convertible Preference Shares are purchased or otherwise acquired by the
Company, such Convertible Preference Shares are to be cancelled, provided that
nothing in this paragraph shall prohibit transfers of Convertible Preference Shares
from any subsidiary of the Company to any other subsidiary of the Company,
subject to the Statutes.

11. MEETINGS

(A) The Convertible Preference Shares shall not confer on the holders
thereof the right to receive notice of, or to attend and vote at, a general
meeting of the Company, unless a resolution is to be proposed at a
general meeting of the Company for winding up the Company or a
resolution is to be proposed which if passed would (subject to any
consents required for such purpose being obtained) vary or abrogate the
rights or privileges of the Convertible Preference Shareholders, in
which event the Convertible Preference Shares shall confer on the
holder thereof the right to receive notice of, and to attend and vote at,
that general meeting, save that such holders may not vote upon any
business dealt with at such general meeting except the election of a
chairman, any motion for adjournment or relating to the proceedings of
the general meeting and the resolution for winding up or the resolution
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(B)

which if passed would (subject to any consents required for such
purpose being obtained) so vary or abrogate the rights and privileges of
the Convertible Preference Shareholders.

If the Convertible Preference Shareholders are entitled to vote on any
resolution, then at the relevant general meeting or separate general
meeting of the Convertible Preference Shareholders, all resolutions put
to the vote at the general meeting must be decided by way of poll and
every Convertible Preference Shareholder who is present in person or
by proxy or attorney or (being a corporation) by a duly authorised
representative shall have one vote for each Conversion Share which
would have been issued to him/it had he/it exercised the Conversion
Right 48 hours preceding the date of such general meeting or separate
general meeting of the Convertible Preference Shareholders.

12. PAYMENTS

(A)

(B)

©

Unless any other manner of payment is agreed between the Company
and any Convertible Preference Shareholder, payment of Dividends,
other cash distributions and moneys due on conversion or any
repurchase permitted by these Terms to such Convertible Preference
Shareholder shall be made by the Company posting a cheque in Hong
Kong dollars (or in the case of payments which are to be made in
another currency, such other currency) addressed to that Convertible
Preference Shareholder at his registered address appearing on the
Register as at the relevant Record Date and at his own risk.

Subject to paragraph 12(A), where any property (including Conversion
Shares and Certificates in respect of them) is to be allotted, transferred
or delivered to any Convertible Preference Shareholder the Company
may make such arrangements with regard to such allotment, transfer or
delivery as it may deem appropriate and in particular, without
limitation, may appoint any person on behalf of that Convertible
Preference Shareholder to execute any transfers, renunciations or other
document and may make arrangements for the delivery of any
document or property to that Convertible Preference Shareholder at his/
its risk. All share certificates and other documents of title to which any
person is entitled shall be posted to him/it by the Company addressed
to him/it at his/its registered address appearing on the Register as at the
relevant Record Date or, if none, the date of posting and at his/its risk.

All payments or distributions with respect to Convertible Preference
Shares held jointly by two or more persons shall be paid or made to
whichever of such persons is named first in the Register and the
making of any payment or distribution in accordance with this
sub-provision shall discharge the liability of the Company in respect
thereof.
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13. FRACTIONS

No fraction of an Ordinary Share arising on conversion shall be allotted to
the holder of the Relevant Convertible Preference Share(s) otherwise entitled
thereto but such fractions will, when practicable, be aggregated and sold and the
net proceeds of sale will then be distributed pro rata among such holders unless in
respect of any holding of Relevant Convertible Preference Shares the amount to
be so distributed would be less than HK$100, in which case such amount will not
be so distributed but will be retained for the benefit of the Company. Unless
otherwise agreed between the Company and a Converting Shareholder, if more
than one Convertible Preference Share shall fall to be converted pursuant to any
one Conversion Notice, the number of Ordinary Shares to be issued upon
conversion shall be calculated on the basis of the aggregate Notional Values of the
Relevant Convertible Preference Shares. For the purpose of implementing the
provisions of this paragraph 13, the Company may appoint some person to
execute transfers, renunciations or other documents on behalf of persons entitled
to any such fraction and generally may make all arrangements which appear to it
to be necessary or appropriate for the settlement and disposal of fractional
entitlements.

14. TAXATION

(A) All payments of amounts equal to the Notional Value, nominal
amounts, premium (if any) and Dividends in respect of Convertible
Preference Shares shall be made without withholding or deduction for
or on account of any present or future taxes, duties, assessments or
governmental charges of whatever nature imposed or levied by or on
behalf of Bermuda or Hong Kong or any authority therein or thereof
(other than any withholding or deduction on account of any income tax,
capital gains tax or other tax or duties of a similar nature) unless the
withholding or deduction of such taxes, duties, assessments or
governmental charges is required by law. In that event, subject to the
Company having sufficient profits available for distribution, the
Company shall pay such additional amounts as may be necessary in
order that the net amounts received by the Convertible Preference
Shareholders after such withholding or deduction shall equal the
respective amounts of the Notional Value, premium (if any) and
Dividend which would have been receivable in respect of the
Convertible Preference Shares in the absence of such withholding or
deduction, except that no such additional amounts shall be payable with
respect to any Convertible Preference Shareholder:

(1) who is liable to such taxes, duties, assessments or governmental
charges in respect of any Convertible Preference Share by reason
of such holder having some connection with Bermuda or Hong
Kong, as the case may be, other than by virtue of being a
Convertible Preference Shareholder; or
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(2) receiving such payment in Bermuda or Hong Kong, as the case
may be, and who would be able to avoid such withholding or
deduction by satisfying any statutory requirements or by making a
declaration or non-residence or other similar claim for exemption
to the Bermuda or Hong Kong tax authority, as the case may be,
but fails to do so.

(B) To the extent that the Company shall have insufficient profits available
for distribution in order to permit it to pay all or any of such additional
amounts as aforesaid the amount of any shortfall shall be treated for all
purposes as arrears of Dividend only in circumstances when the
Company has sufficient profits or distributable reserves available for
distribution.

15. RESTRICTED HOLDERS

No Convertible Preference Shares may be allotted and issued to any
individual or entity who shall as a result become, and no Conversion Rights may
be exercised by any Convertible Preference Shareholder who is, a Restricted
Holder (as hereinafter defined). The exercise of any Conversion Rights by a
Convertible Preference Shareholder shall constitute a confirmation, representation
and warranty by the Converting Shareholder to the Company that such Converting
Shareholder is not a Restricted Holder and that all necessary governmental,
regulatory or other consents or approvals and all formalities have been obtained
and observed by such Converting Shareholder to enable him to exercise legally
and validly the relevant Conversion Rights, to hold the Conversion Shares allotted
and issued upon exercise of the Conversion Rights and the Company to legally
and validly allot the Conversion Shares. For the purposes of this paragraph 15, a
“Restricted Holder” means a Convertible Preference Shareholder who is a resident
or national of any jurisdiction other than Hong Kong under the laws and
regulations of which an exercise of Conversion Rights by such Convertible
Preference Shareholder or the performance by the Company of the obligations
expressed to be assumed by it under these Terms or the allotment and issue and
holding of the Convertible Preference Shares and/or the Conversion Shares cannot
be carried out lawfully or cannot be carried out lawfully without the Company
first having to take certain actions in such jurisdiction.

16. REPLACEMENT OF CERTIFICATES

If any Certificate is mutilated, defaced, destroyed, stolen or lost, it may be
replaced at the Registrar’s Office upon payment by the claimant of such costs as
may be incurred in connection therewith and on such terms as to evidence and
indemnity as the Company may reasonably require and on payment of such fee
not exceeding HK$50 as the Company may determine. Mutilated or defaced
Certificates must be surrendered before replacements will be issued.

~ 349 -



APPENDIX IX TERMS OF THE CONVERTIBLE PREFERENCE SHARES

17. NOTICES

Subject to the Statutes, except in the case of a Conversion Notice, a notice
given pursuant to these provisions may be revoked with the consent in writing of
the Company. Notices to Convertible Preference Shareholders shall be given in
accordance with the Bye-laws.

18. TRANSFERS AND CERTIFICATES

(A) The provisions of the Bye-laws relating to the transfer of shares and
share certificates shall apply in relation to the Convertible Preference
Shares, subject to these provisions.

(B) The Company shall maintain and keep a full and complete register at
such location in Bermuda (but not in Hong Kong) as it shall from time
to time determine of the Convertible Preference Shares and the
Convertible Preference Shareholders from time to time, such register
shall contain details of conversion and/or cancellation of any
Convertible Preference Shares and the issue of any replacement
Certificates issued in substitution for any mutilated, defaced, lost,
stolen or destroyed Certificates and of sufficient identification details of
all Convertible Preference Shareholders from time to time (or, to the
extent reasonably requested by the principal registrar of the Company
in Bermuda and agreed by the Company, such lesser details and/or
information in relation to the Convertible Preference Shares as
maintained by the principal registrar of the Company in Bermuda).

(C) Where any Convertible Preference Share is intended to be transferable
to a connected person (as defined in the Listing Rules) of the Company
(other than the associates (as defined in the Listing Rules) of the
transferring Convertible Preference Shareholder), such transfer shall
comply with the requirements under the Listing Rules and/or
requirements imposed by the Hong Kong Stock Exchange (if any).

19. PRESCRIPTION

Any Convertible Preference Shareholder who has failed to claim
distributions or other property or rights within six years of their having been
made available to him will not thereafter be able to claim such distributions or
other property or rights which shall be forfeited and reverted to the Company. The
Company shall retain such distributions or other property or rights but shall not at
any time be a trustee in respect of any such distributions or other property or
rights nor accountable for any income or other benefits derived therefrom.
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20. SEVERABILITY

If at any time one or more provisions hereof is or becomes invalid, illegal,
unenforceable or incapable of performance in any respect under the laws of any
Relevant Jurisdiction, the validity, legality, enforceability or performance in that
jurisdiction of the remaining provisions hereof or the validity, legality,
enforceability or performance under the laws of any other Relevant Jurisdiction of
these or any other provisions hereof shall not thereby in any way be affected or
impaired.
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RESPONSIBILITY STATEMENT

This circular includes particulars given in compliance with the Listing Rules for the
purpose of giving information with regard to the Company.

The Directors collectively and individually accept full responsibility for the accuracy of
information contained in this circular and confirm, having made all reasonable enquiries,
that to the best of their knowledge and belief, there are no other facts not contained herein,
the omission of which would make any statement herein misleading.

SHARE CAPITAL

()

(i1)

The authorised and issued capital of the Company as at the Latest Practicable
Date were as follows:

HK$
Authorised capital:
5,000,000,000 Shares 500,000,000
Issued and fully paid or credited as fully paid:
As at the Latest Practicable Date:
387,629,600 Shares 38,762,960

The authorised and issued capital of the Company after Completion, the
redesignation of the existing authorized share capital, the issue of the Convertible
Bonds and the allotment and issue of the Convertible Preference Shares (assuming
none of the Convertible Bonds and the Convertible Preference Shares have been
converted into Shares) are as follows:

HK$
Authorised capital:
4,500,000,000 Shares 450,000,000
500,000,000 Convertible Preference Shares 50,000,000
Total 500,000,000
Issued and fully paid or credited as fully paid:
387,629,600 Shares 38,762,960
240,000,000 Convertible Preference Shares 24,000,000
Total 62,762,960
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(iii)) The authorised and issued capital of the Company after Completion, the

(iv)

redesignation of the existing authorized share capital and the issue and allotment
of the Convertible Bonds and the Convertible Preference Shares (assuming the
Convertible Bonds and the Convertible Preference Shares are converted into
Shares subject to the restrictions relating to general offer obligations and public
float issues) are as follows:

HK$
Authorised capital:
4,500,000,000 Shares 450,000,000
500,000,000 Convertible Preference Shares 50,000,000
Total 500,000,000
Issued and fully paid or credited as fully paid:
387,629,600 Shares 38,762,960
165,337,019 Conversion Shares 16,533,702
240,000,000 Convertible Preference Shares 24,000,000
Total 79,296,662

For illustration purposes only, the authorised and issued capital of the Company
after Completion, the redesignation of the existing authorized share capital and
the issue and allotment of the Convertible Bonds (after adjustment) and the
Convertible Preference Shares (assuming the Convertible Bonds (after adjustment)
and the Convertible Preference Shares are converted into Shares in full) are as

follows:

HK$
Authorised capital:
4,500,000,000 Shares 450,000,000
500,000,000 Convertible Preference Shares 50,000,000
Total 500,000,000
Issued and fully paid or credited as fully paid:
387,629,600 Shares 38,762,960
689,500,000 Conversion Shares 68,950,000
Total 107,712,960
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DISCLOSURE OF INTERESTS
Interest of Directors and chief executives of the Company

Save as disclosed below, as at the Latest Practicable Date, none of the Directors and
chief executive of the Company had, or was deemed to have, any interests and short
positions in the Shares, underlying shares and debentures of the Company or any associated
corporation (within the meaning of Part XV of the SFO) which (a) were required to be
notified to the Company and the Stock Exchange pursuant to Divisions 7 and 8 of Part XV
of the SFO (including interests and short positions which they are taken or deemed to have
under such provisions of the SFO); or (b) were required pursuant to section 352 of the SFO
to be entered into the register referred to therein; or (c) were required pursuant to the Model
Code for Securities Transactions by Directors of Listed Issuers to be notified to the
Company and the Stock Exchange:

Long Position

Percentage

Interest in of the

Number of underlying issued share

ordinary shares capital of

shares pursuant to  Aggregated the

Name of director (note) share option interest Company
Ms. Li Mei Lin 175,928,000 3,100,000 179,028,000 46.2%
Mr. Li Man Shun 175,928,000 2,380,000 178,308,000 46.0%
Mr. Li Man Ching 3,830,000 3,830,000 1.0%
Mr. Fung Chi Ki 1,933,200 1,933,200 0.5%

Note: Ms. Li Mei Lin and Mr. Li Man Shun beneficially own 30,600 shares and 29,700 shares, respectively, in
Rayten Limited, representing, 34% and 33%, respectively, of the issued share capital of Rayten Limited,
which in turn owns 175,928,000 shares of HK$0.10 each in the Company.

DIRECTORS’ SERVICE CONTRACTS

As at the Latest Practicable Date, Mr. Li Man Ching, Ms. Li Mei Lin, Mr. Li Man
Shun and Mr. Fung Chi Ki have entered into service contracts with the Company for the
term commencing from 1 January 2008; and Mr. So Kin Wah and Mr. Tsui Wing Yin have
entered into service contract with the Company for with a fixed terms of three years
commencing from 25 July 2008; and Mr. Lee Pui Shing has entered into service contract
with the Company for with a fixed terms of three years commencing from 25 September
2009. All their appointments are subjected to the retire requirement according to the
Company’s Bye-laws and shall continue thereafter, until terminated by either party giving at
least three months’ prior notice to the other party.

As at the Latest Practicable Date, save as disclosed above, none of the Directors or
proposed Directors had existing or proposed service contracts with any member of the
Enlarged Group, excluding contracts expiring or determinable by the employer within one
year without payment of compensation (other than statutory compensation).
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INTERESTS IN CONTRACT OR ARRANGEMENT

As at the Latest Practicable Date, save for the Charter Party Agreement and the Office
Tenancy Agreement (as defined below), none of the Directors or proposed Directors was
materially interested in any contract or arrangement subsisting which is significant in
relation to the business of the Enlarged Group.

INTERESTS IN ASSETS OF THE ENLARGED GROUP

A tenancy agreement (the “Office Tenancy Agreement”) dated 9 August 2009 was
entered between Manifield Limited (which is beneficially owned by Mr. Li Man Ching, Ms.
Li Mei Lin, Mr. Li Man Shun and their associates), as lessor and Unite Might Limited (a
wholly-owned subsidiary of the Group), as lessee in relation to the leasing of the property
located at Unit D1 on 7/F, Mai Shun Industrial Building, 18-24 Kwai Cheong Road, Kwai
Chung, New Territories, Hong Kong for a term of one year commencing from 1 September
2009 at a rent of HK$9,800 per month.

As at the Latest Practicable Date, save as disclosed above, none of the Directors or
proposed Directors had any direct or indirect interests in any assets which have been
acquired or disposed of by, or leased to, or which are proposed to be acquired or disposed
of by or leased to, any member of the Enlarged Group since 31 March 2009, being the date
to which the latest published audited financial statements of the Group were made up.

COMPETING INTEREST

As at the Latest Practicable Date, none of the Directors nor their respective associates
had any direct or indirect interest in a business which competes or is likely to compete,
either directly or indirectly, with any business of the Enlarged Group.

LITIGATION

As at the Latest Practicable Date, none of the members of the Enlarged Group was
engaged in any litigation or claims of material importance and no litigation or claims of
material importance was known to the Directors to be pending or threatened against any
members of the Enlarged Group.
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EXPERTS AND CONSENTS

The following are the qualifications of the experts, who have given opinions contained
in and referred to in this circular:

Name Qualification

South China Capital Limited A corporation licensed to carry Type 6
(advising on corporate finance) regulated
activity under the SFO

Wallbanck Brothers Securities (Hong A corporation licensed to carry Type 4
Kong) Limited (advising on securities), Type 6 (advising on
corporate finance) and Type 9 (asset
management) regulated activity under the SFO

Deloitte Touche Tohmatsu Certified Public Accountants
BDO Limited Certified Public Accountants
Greater China Appraisal Limited Chartered Valuation Surveyor, Registered

Professional Surveyor, Registered Business
Valuer and Certified Valuation Analyst

Minarco-MineConsult Professional technical adviser

Each of the above experts has given and has not withdrawn its written consent to the
issue of this circular, with the inclusion of the references to its name and/or its opinion in
the form and context in which they are included.

As at the Latest Practicable Date, each of the above experts did not have any
shareholding, direct or indirect, in any member of the Enlarged Group or the right (whether
legally enforceable or not) to subscribe for or to nominate persons to subscribe for securities
in any member of the Enlarged Group, nor did they have any direct or indirect interest in
any assets which had been within two years immediately preceding the Latest Practicable
Date, acquired or disposed of by or leased to any member of the Enlarged Group, or were
proposed to be acquired or disposed of by or leased to any member of the Enlarged Group.

MATERIAL CONTRACTS

The following contracts, not being contracts entered into in the ordinary course of
business, have been entered into by members of the Enlarged Group within the two years
immediately preceding the date of this circular:

(i) the Mine Acquisition Agreement;

(i1) the Ship Acquisition Agreement;
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(iii) the tenancy agreement dated 4 February 2010 entered into between the Ship

(iv)

v)

(vi)

Target Company and Ng Say Pek regarding the lease of the premises situated at
2nd Floor, 13, Lucky Heights, Singapore 467567;

the ship management agreement dated 4 February 2010 entered into between the
Ship Target Company and Integral Marine regarding the provision of management
services for the Vessels;

the Charter Party Agreement;

the conditional sale and purchase agreement dated 5 March 2010 entered into
between the Mine Target Company and the existing shareholders of the Indonesia
Mining Company regarding the acquisition of 95% and 5% interest in the
Indonesian Mining Company by the Mine Target Company and Mr. Ridwan Andi
Wittiri; and

(vii) the Mine Supplemental Agreement.

Save as aforesaid, no contracts (not being contracts entered into in the ordinary course
of business carried on by the Enlarged Group) have been entered into by any member of the
Enlarged Group within the two years preceding the date of this circular.

MISCELLANEOUS

(a)

(b)

(c)

(d)

(e)

The company secretary of the Company is Mr. Fung Chi Ki, a Certified Public
Accountant in Hong Kong and a fellow member of the Chartered Institute of
Management Accountants.

The registered office of the Company is located at Clarendon House, 2 Church
Street, Hamilton HM 11, Bermuda.

The head office and principal place of the business of the Company in Hong
Kong is at Units C-D, 8th Floor Mai Shun Industrial Building, 18-24 Kwai
Cheong Road, Kwai Chung, New Territories, Hong Kong.

The branch share registrar and transfer office of the Company in Hong Kong is
Tricor Secretaries Limited, at 26/F, Tesbury Centre, 28 Queen’s Road East,

Wanchai, Hong Kong.

The English text of this circular and the accompanying form of proxy shall
prevail over its Chinese text.
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DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents will be available for inspection during normal
business hours (public holidays excepted) at the principal place of business of the Company
in Hong Kong at Units C-D, 8th Floor Mai Shun Industrial Building, 18-24 Kwai Cheong
Road, Kwai Chung, New Territories, Hong Kong from the date of this circular up to and
including the date of the SGM:

(a)

(b)

(c)

(d)

)

()

(2)

(h)

()

€)

(k)

@

(m)

the memorandum of association of the Company and the Bye-laws;

the letter of advice from Wallbanck, the text of which is set out on pages 71 to 81
in this circular;

the annual reports of the Company for the two years ended 31 March 2009 and
the interim report of the Company for the six months ended 30 September 2009;

the accountants’ reports on entities within the Target Group, the text of which is
set out in Appendix II to this circular;

the letter in respect of the pro forma financial information of the Enlarged Group,
the text of which is set out in Appendix III to this circular;

the property valuation report of the Enlarged Group, the text of which is set out
in Appendix V to this circular;

the valuation report of the Indonesia Mining Company, the text of which is set
out in Appendix VII to this circular;

the technical report of the Mine, the text of which is set out in Appendix VI to
this circular;

the valuation report of the Ship Target Company, the text of which is set out in
Appendix VIII to this circular;

the service contracts referred to under the section headed “Directors’ service
contracts” in this appendix;

the letters of consents referred to under the paragraph headed “Experts and
consents” in this appendix;

the material contracts referred to under the paragraph headed “Material contracts”
in this appendix; and

a copy of each circular of the Company issued pursuant to the requirements set
out in Chapters 14 and/or 14A of the Listing Rules since 31 March 2009 (being
the date to which the latest published audited consolidated financial statements of
the Group were made up).

- 358 -



NOTICE OF SPECIAL GENERAL MEETING

L4
Kwong Hing International Holdings

(Bermuda) Limited
EEEERERERQ A

(incorporated in Bermuda with limited liability)
(Stock Code: 1131)

NOTICE IS HEREBY GIVEN that a special general meeting (“SGM”) of Kwong
Hing International Holdings (Bermuda) Limited (the “Company”, together with its
subsidiaries, the “Group”) will be held at Unit C-D, 8th Floor, Mai Shun Industrial
Building, 18-24 Kwai Cheong Road, Kwai Chung, New Territories, Hong Kong on 21 April
2010, Wednesday at 9:00 a.m. for the purpose of considering and, if thought fit, passing the
following resolution numbered 1 as a special resolution and resolutions numbered 2, 3 and 4
as ordinary resolutions:

SPECIAL RESOLUTION

1.  “THAT

(a)

(b)

(c)

the existing authorised share capital of the Company of HK$500,000,000
divided into 5,000,000,000 ordinary shares (each an “Ordinary Share”) of
HK$0.10 each be and is hereby re-designated and re-classified as (i)
4,500,000,000 ordinary shares of HK$0.10 each and (ii) 500,000,000
convertible preference shares (each a “Convertible Preference Share”) of
HK$0.10 each. All of the existing issued shares of the Company shall be
designated as Ordinary Shares which shall have the same rights and
restrictions attached thereto as are attached to the ordinary shares
immediately prior to the re-designation and re-classification of the share
capital of the Company; and the terms of the Convertible Preference Shares
as set out in appendix IX (the “Appendix”) to the circular (the “Circular”)
of the Company dated 26 March 2010, a copy of the Circular has been
produced to this meeting marked “A” and signed by the chairman of this
meeting for the purpose of identification, be and are hereby approved;

the Convertible Preference Shares shall carry equal rights and rank pari
passu with one another and each Convertible Preference Share shall have the
rights and benefits and subject to the restrictions set out in Appendix; and

the directors (each a “Director”) of the Company be and are hereby
authorised to do all other acts and things and execute all documents which
they consider necessary, desirable or expedient for the implementation of and
giving effect to the transactions contemplated under this resolution.

*  for identification purpose only
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2.

ORDINARY RESOLUTIONS

“THAT

(a)

(b)

subject to the passing of the special resolution no. 1, the mine acquisition
agreement dated 17 November 2009 (the “Mine Acquisition Agreement”)
(as supplemented by the related supplemental agreement dated 22 March
2010 (the “Mine Supplemental Agreement”) entered into among (i) Tiger
Courage Limited (the “Mine Purchaser”), a wholly-owned subsidiary of the
Company, as purchaser, (ii) Agritrade International Pte. Ltd, WSJ
International Sdn Bhd and Lim Beng Kim as vendors (collectively, the
“Mine Vendors”) and (iii)) the Company as guarantor for the Mine
Purchaser’s obligations wunder the Mine Acquisition Agreement (as
supplemented by the Mine Supplemental Agreement), in relation to the
acquisition (the “Mine Acquisition”) by the Group of 60% of the entire
issued share capital of PT Rimau Indonesia at a total consideration of
HK$1,154.25 million (as adjusted in accordance with the mechanism
provided in the Mine Acquisition Agreement (as supplemented by the Mine
Supplemental Agreement)), copies of the Mine Acquisition Agreement and
the Mine Supplemental Agreement have been produced to this meeting
marked “B” and “C” respectively (which were signed by the chairman of
this meeting for the purpose of identification), and the transactions
contemplated by the Mine Acquisition Agreement (as supplemented by the
Mine Supplemental Agreement) including but not limited to: (i) the Mine
Acquisition; (ii) the issue of an unsecured promissory note in the aggregate
principal sum of HK$120,000,000 due in 2012 bearing an interest rate of
2.5% per annum by the Company; (iii) the issue of convertible bonds (the
“Convertible Bonds”) in the principal amount of HK$674,250,000 by the
Company; (iv) the allotment and issue of Ordinary Shares which may be fall
to be allotted and issued upon the exercise of the conversion rights attached
to the Convertible Bonds; (v) the allotment and issue of an aggregate of
240,000,000 new Convertible Preference Shares to the Mine Vendors at the
issue price of HK$1.50 per Convertible Preference Share, credited as fully
paid; and (vi) the allotment and issue of Ordinary Shares which may fall to
be allotted and issued upon the exercise of the conversion rights attached to
the Convertible Preference Shares, on and subject to the terms of the Mine
Acquisition Agreement (as supplemented by the Mine Supplemental
Agreement) be and are hereby approved, confirmed and ratified; and

the Directors be and are hereby authorised to do all other acts and things
and execute all documents which they consider necessary, desirable or
expedient for the implementation of and giving effect to the Mine
Acquisition Agreement (as supplemented by the Mine Supplemental
Agreement) and the transactions contemplated thereunder.”
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3. “THAT

(a)

(b)

subject to the passing of the special resolution no. 1 and the ordinary
resolution no. 2, the ship acquisition agreement dated 17 November 2009
(the “Ship Acquisition Agreement”) entered into among (i) Fair Cypress
Limited (the “Ship Purchaser”), a wholly-owned subsidiary of the
Company, as purchaser; (ii)) Ng Sey Pak and Ng Xinwei, as vendors
(collectively, the “Ship Vendors”); and (iii) the Company as guarantor for
the Ship Purchaser’s obligations under the Ship Acquisition Agreement, in
relation to the acquisition (the “Ship Acquisition”) by the Group of the
entire issued share capital of Rimau Shipping Pte. Ltd. (the “Ship Target
Company”) at a total consideration of HK$160 million, a copy of the Ship
Acquisition Agreement has been produced to this meeting marked “D”
(which was signed by the chairman of the meeting for the purpose of
identification), and the transactions contemplated by the Ship Acquisition
Agreement including but not limited to: (i) the Ship Acquisition; and (ii) the
payment of the consideration in cash, on and subject to the terms of the Ship
Acquisition Agreement be and are hereby approved, confirmed and ratified;
and

the Directors be and are hereby authorised to do all other acts and things
and execute all documents which they consider necessary, desirable or
expedient for the implementation of and giving effect to the Ship Acquisition
Agreement and the transactions contemplated thereunder.”

4.  “THAT

(a)

(b)

subject to the passing of the special resolution no.l1 and the ordinary
resolutions nos. 2 and 3, the charter party agreement dated 4 February 2010
(the “Charter Party Agreement”) entered into between (i) the Ship Target
Company, as vessel owner; and (ii) Integral Marine Services Pte. Ltd, as
vessel charterer, in relation to the chartering (the “Chartering”) for four
tugs, namely SP Power III, SP Power IV, SP Power VI and SP Power VII,
and two barges, namely SPFF and SPGG, a copy of the Charter Party
Agreement has been produced to this meeting marked “E” (which was signed
by the chairman of the meeting for the purpose of identification), and the
transactions contemplated by the Charter Party Agreement including but not
limited to the Chartering be and are hereby approved, confirmed and ratified;

the annual caps for the two years ending 31 March 2012 for the Chartering
as more particularly set out in the Circular be and are hereby approved; and
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(c) the Directors be and are hereby authorised to do all other acts and things
and execute all documents which they consider necessary, desirable or
expedient for the implementation of and giving effect to the Charter Party
Agreement and the transactions contemplated thereunder.”

By order of the Board
Kwong Hing International Holdings (Bermuda) Limited
Li Man Ching

Chairman

Hong Kong, 26 March 2010
Registered office: Head office and principal place
Clarendon House of business in Hong Kong:
2 Church Street Units C-D, 8th Floor
Hamilton HM 11 Mai Shun Industrial Building
Bermuda 18-24 Kwai Cheong Road

Kwai Chung

New Territories

Hong Kong

Notes:

A member of the Company entitled to attend and vote at the SGM convened by the above notice is entitled
to appoint one or more than one proxy to attend and, subject to the provisions of the bye-laws of the
Company, to vote on his behalf. A proxy need not be a member of the Company but must be present in
person at the SGM to represent the member. If more than one proxy is so appointed, the appointment shall
specify the number and class of shares in respect of which each such proxy is so appointed.

A form of proxy for use at the SGM is enclosed. In order to be valid, the form of proxy must be duly
completed and signed in accordance with the instructions printed thereon and deposited together with a
power of attorney or other authority, if any, under which it is signed, or a notarially certified copy of such
power or authority, at the Company’s branch share registrar in Hong Kong, Tricor Secretaries Limited, 26/F,
Tesbury Centre, 28 Queen’s Road East, Wanchai, Hong Kong as soon as possible but in any event not less
than 48 hours before the time appointed for the holding of the SGM or any adjournment thereof.
Completion and return of a form of proxy will not preclude a member from attending in person and voting
at the SGM or any adjournment thereof, should he so wish.

In the case of joint holders of shares, any one of such holders may vote at the SGM, either personally or by
proxy, in respect of such shares as if he was solely entitled thereto, but if more than one of such joint
holders are present at the SGM personally or by proxy, that one of the said persons so present whose name
stands first in the register of members of the Company in respect of such shares shall alone be entitled to
vote in respect thereof.

Pursuant to the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited,
the voting on the resolutions at this meeting would be conducted by way of poll.
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