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AUDITORS' REPORT

Ref: ZGX (2008} No.009
TC THE BOARD OF DIRECTORS OF TIANJIN MONOCON ALUMINOUS REFRACTORIES CO., LTD:

We have audited the accompanying financial statements of Tianjin Monocon Aluminous
Refractories Co., Ltd (the "Company”), which comprise the balance sheet as at 31 December 2007,
and the income statement and profit appropriation and cash flow statement for the year then ended
and explanatory notes.

1. Management's Responsibility for the Financial Statements

it is the responsibility of the Company's management fo prepare the financial statements in
accordance with the requirements of the Accounting Standards for Enterprises and the “Accounting
System for Enterprises”. This responsibility includes: (1) designing, implementing and maintaining
internal control relevant to the preparation of financial statements that are free from material
misstatement, whether due to fraud or error; (2) selecting and applying appropriate accounting
policies; and (3) making accounting estimates that are reasonable in the circumstances.’

2. Auditor's Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with Auditing Standards for Chinese Certified Public
Accountants. Those standards require that we comply with ethical requirements and plan and
perform the audit to obtain reasonable assurance whether the financial statements are free of
material misstatement.

.

An audit involves performing procedures fo obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, we consider internal control relevant to the
entity's preparation of financial statements in order to design audit procedures that are appropriate
in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the
entity's intenal control. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate fo provide a
basis for our audit opinion.



3. Opinion

In our opinion, the financial statements present fairly, in all material aspects, the financial position
of the Company as at 31 December 2007, and of its financial performance and its cash flows for
the year then ended in accordance with the relevant requirements of the Accounting Standards for
Enterprises and the “Accounting System for Enterprises”.

Zhong Gong Xin Certified Public Accountants Chinese Certified Public Accountant:

Correspondent of Grant Thornton International

L}

February 21, 2008

Unit 912, 9/F, Tower B, Fullink Plaza
18 Chaoyangmenwai Avenue Beijing
P.R. China 100020

Tel: 8610-59082100

Fax; 8610-59082000



Appendix 1

NAME OF ENTERPRISE: TIANJIN MONOCON ALUMINOUS REFRACTORIES CO.,LTD

BALANCE SHEET
FISCAL YEAR 2007

Unit: RMB yuan

ASSETS

Note

2007-12-31

2006-12-31

CURRENT ASSETS:
Cash & Bank
Marketable Securities
Notes receivable
Dividends receivable
Accounts receivable
Other receivable
Advanced payment
Subsidies receivable
Inventories

Deferred expenses

Long-term assets with less than 1 year term

Other current assets
Total current assets

LONG-TERM INVESTMENTS:
Long-term equity investments

Long-term receivable

Total long-term investments

FIXED ASSETS:
Fixed assets-cost

Less:Accumulated depreciation

Fixed assets-net

Less: Impairment
Fixed assets net value

Construction supplies

Consifruction in progress

Fixed assets for disposal

Total fixed assets

INTANGIBLE ASSETS AND OTHER ASSETS:

Intangible asset

Long-term deferred expenses

Other long term assets
Total Intangible assets

Defarred TAX:
Deferred tax assets

10

734,528.63

750,554.81
259,020.00
2,159.31
1,471,280.14
66,397.53

3,283,940.42

7,426,252.30
441,296.97
6,984,955.33

6,984,955.33

6,984,955.33

1,938,473.72

245,220.00
1,040,330.00

3,224,023.72

4,193,971.55

4,193,971.55

879,247.83

879,247.83

TOTAL ASSETS

10,268,895.75

8,297,243.10

General Manager: Manoj Rakhecha

Financiai Manager:Manoj Rakhecha

Prepared by: Gao Xichen




Appendix 1

BALANCE SHEET
FISCAL YEAR 2007

NAME OF ENTERPRISE: TIANJIN MONOCCON ALUMINOQUS REFRACTORIES CO.,LTD Unit: RMB yuan

LIABILITIES AND OWNER'S EQUITY

Note 2007-12-31

2006-12-31

CURRENT LIABILITIES:
Short-term foans
Notes payable
Accounts payable
Advance Received
Accrued payroll
Accrued employee benefits
Dividends payable
Taxes payable
Other levy payable
Other payable
Bonus and welfare fund for staff and workers
Anticipation liabilities
Long-term liabilities due within one year
Other current liabilities
Total current liabilities
LONG-TERM LIABILITIES:
Long-term loans
Debentures payable
Long-term payable
Designated payable
Other long-term debt
Total long-term liabilities
DEFERRED TAX:
Deferred tax liabilities
Total liabilities
OWNER'S EQUITY:
Paid-in capital
Less:Investments retumed
Actual paid-in capital
Capital resverse
Revenue reserve
Including: Statutory welfare fund
Undistributed profits
Total owner's equity

TOTAL LIABILITIES AND OWNER'S EQUITY

General Manager:Manoj Rakhecha

1,173,065.26

575,493.71

11 60,255.62
584.16

521,518.52

6,466.22

2,337,383.49

2,748,343.05

2,748,343.05

2,337,383.49

12 7.8098,410.00
7,809,410.00
13 57,440.05
64,662.21

14
7,931,512.26

2,748,343.05

10,268,895.75

5,491,460.00
5,491,460.00
57,440.05

5,548,900.056

8,297,243.10

Financial Manager:Manoj Rakhecha

Prepared by: Gao Xichen



Appendix 2

INCOME STATEMENT AND PROFIT APPROPRIATION

FISCAL YEAR 2007
NAME OF ENTERPRISE: TIANJIN MONOCON ALUMINOUS REFRACTORIES CO.,LTD Unit: RMB yuar
ITEMS Note Year2007 Year2006

1. Sales 15 9,685,250.00 -

Less: Cost of goods sold 5,494,794.58 -
Turnover tax and surcharge - -

2. Gross profit 4.190,455.42 0.00
Add: Other operating income - -
Less: Selling expenses 1,767,652.47 -

General and administrative expenses 1,810,462.64 -
Financial expenses -34,515.91 -

3. Income from operation 646,856.22 0.0¢

Add: Investment income - -
Subsidy income - -
Non-operating income . - -
Less: Non-operating expense 234,08 -

4. Net income before income tax 646.622.14 g.qg
Less: Income tax - -

5. NET INCOME ) 646,622.14 :
Add:Opgning balance of retain earnings - -

6. Profit available for distribution 646,622.14 -
Less: Staff and workers' bonus and welfare fund 6,466.22 -

Reserve fund 64,662-21 -

7. Profit available for distribution to owners _§75,493.71 -
Less:Dividends daclared 575,493.71 -

8. Undistributed profits - - -

General Manager: Manoj Rakhecha. _ Financial Manager:Manoj Rakhecha Prepared by: Gao Xichen



Appendix 3

CASH FLOWS STATEMENT
FISCAL YEAR 2007

NAME OF ENTERPRISE: TIANJIN MONOCON ALUMINOUS REFRACTORIES CO.,LTD Unit: RME yuan

Items No. Amount
1.Cash Flows from Operating Activities:

Cash received from sales of goods or rendering services 1 8,934,695.19
Receipts of tax refund received 2
Other cash receipts relating to operating activities 3 -234.08
Sub-total of cash inflows 4 8,934,461.11
Cash paid for goods and services 5 8,829,513.30
Cash paid to and on behalf of employees 6 185,128.00
Payment of various taxes 7 -60,839.78
Other cash payments relating to operating activities 8 270,273.93
Sub-total of cash outflows 9 9,224 07545
Net cash flows from operating activities 10 -289,614.34
2.Cash Flows from investing activities:
Cash received from return on investments 11 -
Cash received from distribution of dividends or profits 12 -
Net cash received from disposal of fixed assets, intangible assets
and other long-term assets 13 -
Other cash receipls relating to investing activities 14 -
Sub-total of cash inflows 15 -
Cash paid to acquire fixed assets,intangible assets
and other long-term assets 16 3,232,280.75
Cash paid to acguire equity investments 17 -
Other cash payment ralating to investing activities 18 -
Sub-total of cash outflows 19 3,232,280.75
Net cagh flows from Investing activities 20 -3,232,280.75
3.Cash Flows from Financing activities: )
Proceeds from paid-in capital 21 2,317,950.00
Proceeds from issuing bonds 22 -
Other proceeds relating to financing activities 23 -
Sub-total of cash Inflows . 24 2,317,950.00
Cash repayments on joans 25 -
Cash paymen&s for distribution of dividends, profits or interest 26 -
Other cash payments relating to financing activities 27 -
Sub-total of cash outflows 28 -
Net cash flows from financing activities 29 2,317,950.00
4 Effect of Foreign Exchange Rate Changes on Cash 30
5.Net Increass in Cash and Cash Equivalents 3 ' -1,203,945.09
General Manager: Manoj Rakhecha Financial Manager:Manoj Rakhecha Prepared by: Gao Xichen



Appendix 3

CASH FLOWS STATEMENT

FISCAL YEAR 2007

NAME OF ENTERPRISE: TIANJIN MONOCON ALUMINOUS REFRACTORIES CO.LTD

Unit: RMB yuan

Supplemental Information No. Amount
1.Reconciliation of Net Profit to Cash Flows from Operating Activities
Cash Flow from Opeating Activities
Net profit After Tax 32 646,622.14
Add: Fixed assets impairment 33 -
Depreciation of fixed assets 34 441,296.97
Amortization of intangible assets 35 -
Amortisation long-term deferred expenses 36 879,247.83
Decrease(-:increase) in defered expenses 37 -66,397.53
Increase (-:decrease) in accrued expenses 38 -
Loss on disposal of fixed assets, intangible assets and other assets 39 -
Loss on scrapping fixed assets 40 -
Financial expenses 1
Investment loss(-: gains) 42 -
Defarred tax liabilities{-: debit} 43 -
Decrease in inventories(-: increase) 44 -1,471,280.14
Decrease in accounts receivables (-; increase) 45 -750,554.81
Increase in accounts payables {-: decrease) 45 31,451.20
Others 47 -
Increase in Tax payables (-: decrease)
Net cash flows from operating activities 48 -289,614.34
Cash Flows from Investing Activities
Purchase of Fixed Assets
Cash Flows from Financing Activities
Conribution of Capital from Investor
Payment of Dividend to the Investor -
2. Investing and Financing Activities that do not Involving Cash
Conversion of debts into assets 49 -
Converlible bonds due within one year * 50 -
Capital lease 51 -
3. Net Increasa.in Cash and Cash Equivalents
Cash at the end of the period 52 734,528.63
Less: Cash at the beginning of the period 53 1,938,473.72
Plus: Cash equivalents at the end of the period 54 -
Less: Cash equivalents at the beginning of the period 55 -
Net Increase in cash and cash equivalents 56 -1 .2035945.09

General Manager: Manoj Rakhecha Financial Manager:Mancj Rakhecha

Prepared by: Gao Xichen



Appendix 4

TIANJIN MONOCON ALUMINOUS REFRACTORIES CO., LTD

Notes to the Financial Statements

1, GENERAL

Tianjin Monocon Aluminous Refractories Co., Ltd (The company) is a wholly owned foreign
company established by IFGL Worldwide Holdings Ltd in Tianjin with approval certification ("Shang
Wai Zi Jin Wai Shang Zi [2006] 02114"). The company obtained business license" Qi Du Jin Zong
Zi No.018644" from the State Administration of Industry and Commerce of Tianjin on August 08,
2006. The registered capital of the Company is USD 1,000,000.00 with operating term of 20 years,
certificated by Zhong Gong Xin CPAs firm with Capital Verification Report " ZGX (2007) Yan Zi
No.003.

The allowable business scope with the business license covers producing, processing and selling
refractory materials and providing related services.

2, SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

The significant accounting policies and accounting estimates adopted in the preparation of the
financial statements are in conformity with the requirements of the Accounting Standards for
Enterprises of the People's Republic of China and the “Accounting System for Business
Enterprises’ and the relevant supplementary regulations.

Accounting system and accounting standards adopted

The accounting poficies adopted by the Company are in accordance with Accounting Standards for
Enterprises of the People's Republic of China and "Accounting System for Business Enterprises”
and the relevant suppiementary regulations.

LY

Accounting year

The Company adopts the calendar year as its accounting year, i.e. from 1 January to 31
- December.

Recording currency

The recording currency and reporting currency of the Company is Renminbi unless otherwise
specified.




Appendix 4

2 SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)
Basis of accounting and principle of measurement

The Company maintains its accounting records on accrual basis and its records are measured at
historical cost. Each asset is recorded at actual cost on acquisition. At the end of each period, the
Company determined whether an impairment loss should be recognized for any asset by
considering the indication that such loss may have occurred in accordance with® Accounting
System for Busingss Enterprises ",

Foreign currency translation

Transactions in foreign currencies are translated into Renminbi at the applicable rate of exchange
prevailing at the dates of the transactions quoted by the People's Bank of China ("benchmark
exchange rate").

Monetary assets and liabilities denominated in foreign currencies are translated into Renminbi
Yuan at the applicabie rate of exchange prevailing at the balance sheet date. Exchange gains and
losses on foreign currency translations are dealt with in the income statement.

Cash equivalents

Cash equivalents are short-term, highly liquid investments that are readily convertible into known
amounts of cash and which are held by enterprises and subiject to limited risk on changes in value.

Provision for bad debts
Criteria for recognition of bad debts are:

- The irrecoverable amount for a debtor who becomes bankrupt after pursuing the statutory .
recovery procedures or who dies and has no offsetting estate and obligatory undertakers;

- The irrecoverable amount or this amount with less possibility to be recovered with sufficient
evidence for a debtor who does not comply with repayment obligation after the debt becomes
due. '

Inventories

Inventories include raw materials, finished goods, work in process and packaging materials.
Inventories are stated at actual cost, which includes costs of purchase and processing and those
overheads that have been incurred in bringing the inventories to their present location and
condition.  Actual cost is applied for the record of movement of inventories and is recognized on a
weighted average basis. :

Inventories are measured at the lower of cost and net realizable value at the balance sheet date.
The impairment of inventories is made when the net realizable value is lower than the cost. Net
realizable value represents the balance of the estimated selling price less the estimated cost of
completion, the estimated cost of marketing and the relevant taxes and levies in the ordinary cost
of business. Net realizable value is recognized on an individual basis with reference to general
selling price.




Appendix 4
2. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

Impairment on finished goods is provided on an individual basis. Impairment on raw materials is
provided on a category basis.

Fixed agsets

Fixed assets are tangible assets held by the Company for production, provision of services, lease
or operation, with useful life exceeding one year and with a relatively higher unit cost.

Fixed assets are recorded at actual cost on acquisition. Depreciation is provided to write off the
cost of each category of fixed assets over their estimated useful lives using the straight-line
method. The estimated useful lives, estimated residual values and annual depreciation rates of
each category of fixed assets are as follows:

Estimated Annual depreciation Estimated residual

Category usefual lives rates (%) rate
Manufacture Equipment 10 years 9% 10%
Office Equipment 5 years 18% 10%
Motor Vehicle 5 years 18% 10%
Assistant Equipment 5 years 18% 10%

At the end of each period, fixed assets are measured at the lower of their carrying amounts and
their recoverable amounts. Where the recoverable amount of any fixed asset is lower than its
carrying amount, an impairment loss is recognized for the difference. Recoverable amount
represents the higher of the net selling price of the asset and its value in use. Value in use is the
present value of the future cash flows expected to be derived from the use of assets less costs to
sall.

The net gains and losses arising from the disposal of fixed assets are recorded as non-operating
revenues or expenses in the income statement,

"

Construction in progregs

Construction in progress represents property, plant and equipment under construction, which is
stated at cost less any impairment losses, and is not depreciated. Cost comprises the direct costs
of construction. Construction in progress is reclassified to the appropriate category of property,
plant and equipment when completed and ready for use.

Pre-operating expenses

The expenses incurred during the pre-operating period are recorded as long-term deferred
expenditures and expensed in the month when the Company commences its operation.

10




Appendix 4

2. SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES (Continued)

Revenue recognition

{1) Revenue from rendering of services is recognized in the accounting period in which the
services are rendered, by reference to completion of the specific transaction assessed on the
basis of the actual service provided as a proportion of the total services to be provided.

(2} Sales revenue is recognized when the Company has transferred the significant risks and
rewards of ownership of the goods to the buyer, and the Company neither retains the
managing rights nor control over the goods sold; and the economic benefits associated with
the transactions will flow to the Company and relevant revenue and cost can be reliably
measured.

Income tax

Income tax is provided under the {ax payable method. Income tax provision is calculated based on
the accounting results for the year as adjusted for items which are non-assessable or disallowed
under the relevant tax laws and regulations.

Operating leases

Operating lease is the lease having actually retained all the risks and rewards related fo the
ownership of assets. Rental payment for operating leases is recognised as an expense on a
straight line method over the relevant lease term.

Related parties
Parties are considered to be related to the Company if the Company has the ability, directly or
indirectly, to control or jointly control the party or exercise significant influence over the party in
making financial and operating decisions; or where the Company and the party are subject fo
common control.

11
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3. CASH AND CASH EQUIVALENTS

2007 2006
RMB RMB
Cashin hand 565.94 4,550.43
Cash at banks 733,962.69 1,933,923.29
734,528.63 1,838473.72
In which
RME Bank Accounts
Name of the bank Account No 2007
RMB
Bank of China Tianjin Binhai Branch 856012445908091001 512,214.39
856012445908096001 1,602.26
HSBC Tianjin Taida Branch _ 725-001556-011 477.65
USD Bank Accounts
Name of the bank Account No 2007
RMB
HSBC Tianjin Taida Branch 105-001556-055 219,668.39
4, ACCOUNTS RECEIVABLE
2007 2006
BRMB RMB
Accounts Receivable 750,554.81
Provision for bad debts
Total 750,554.81
The aging analysis of account receivables is as follow:
2007
Book Value % Prows;zr; tfsor bad
Within one year 750,554.81  100%

12
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5. OTHER RECEIVABLE

Cther Receivable

Provision for bad debts
Total

6. ADVANCED PAYMENT

Within one year

7. INVENTORIES

Raw Materials

Work In Process
Finished Goods
Packaging Materials

Provision for impairment loss of inventories
Total

2001 2006

RMB RMB

25902000 245,220.00

259,020.00 245,220.00

2007 006

RMB RMB

215931 1,040,330.00

2007 2006

RMB RMB
786,312.84 .
7,854.84 -

560,663.19

116,409.27 -
1,471,280.14 -
1,471,280.14 -

13



Appendix 4

8. FIXED ASSETS

Cost
At 1 Jan 2007
Addition
Transfer from construction
Disposal
At 31 Dec 2007

Accumulated depreciation
At 1 Jan 2007
Charge for year
Write-back
At 31 Dec 2007

Net book amount
At 31 Dec 2007
At 31 Dec 2006

Provision for the impariment
At 1 Jan 2007
Provision for the year
Reversal
At 31 Dec 2007

Net camrying amount
At 31 Dec 2007
At 31 Dec 2006

9.  CONSTRUCTION IN PROGRESS
Cost

At 1 Jan 2007

Addition

Transfer fo Fixed Assets
At 31 Dec 2007

Provision for the impairment

At 1 Jan 2007
Pravision for the year
Reversal

At 31 Dec 2007

Net carrying amount

Office Equipment

14

RMB

13,215.00
170,168.00

183,383.00

21,586.00

21,586.00

161,797.00

164,797.00

Manufacture
Equipment
RMB

1,414,968.60
5,827,900.70

7,242,869.30

49,710.97

419,710.97

6,823,158.33

6,823,158.33

Total
RMB

1,428,183.60
5,998,068.70

7426,252.30

441,296.97

441,296.97

6,084,955.33

6,984,955.33

4,193,971.55
1,804,097.15
5,998,068.70
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10.

1.

12.

LONG-TERM DEFERRED EXPENSES

Pre-operating Expenses

At 1 Jan 2007 879,247.83
Addition 430,042.19
Amortization 1,309,290.02
Transfer out -

At 31 Dec 2007

TAX PAYABLE
2007 2006
RMB RMB
Value added tax 11(a) 58,416.33 -
Income tax 11(b) -
Individual income tax withholding tax 1,839.29
Accrued income tax -
Total 60,255.62 -

11(a): The Company is general VAT taxpayer and exposed to standard tax rate at 17%.

11(b): The Company is a wholly foreign owned enterprise established in Tianjin Economic
Development Area. In accordance with Foreign-invested Enterprise Income Tax Law,
Foreign-invested manufacturing enterprises established in economic and technological
development areas enjoy a reduced tax rate at 15% in enterprise income tax.

While, under permission granted by tax bureau, the named enterprise is entitled to enjoy income
tax free for the first two years beginning from the first profit-making year and haff-reductiong for the
following three years.

Since 2007 is the first year of commercial production and operation for the company along with the
first year of profit making, the company has applied for the above mentioned permission for
expemption of Income Tax. Provision for Income Tax has not been made, pending receipt of the
Income Tax Exemption Certificate from the tax bureau. I case such Exemption Certificate is not
received, the company needs to make extra provision for such Income Tax in the year 2008 by
RMB263928.

PAID-IN CAPITAL
a7 206
RMB RMB
IFGL Worldwide Holdings Limited 7,808,410.00 5,491,460.00

The company received additional investment from its foreign invester amounting to USD
300,000.00 on March 6, 2007.  As at March 6, 2007, the invester had fully paid up its investment,
which had been verified by Zhong Gong Xin Certified Public Accountant with Capital Verification
Report,

15
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13. CAPITAL RESERVE

The balance of capital reserve indicated over provided registered capital by foreign investor IFGL
Worldwide Holdings Limited.

14. STAFF AND WORKERS' BONUS AND WELFARE FUND, RERSERVE FUND AND
UNDISTRIBUTED PROFITS

Undistributed profits

Add: Net profit for the year 646,622.14
Transfer -
Less:Approprigion of
-revenue reserve 10% 64,662.21
-benus and welfare fund for staff and workers 1% 6,466.22
Profit distribution for the year 575,493.71
15. REVENUE

Revenue is recognized basing on CIF price including freight, insurance and other expenses
incurred during export process. In 2007, freight, insurance and other expenses incurred during
export process was RMB 1,563,871.51.

16
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16. RELATED PARTY RELATIONSHIPS AND RELATED PARTY TRANSACTIONS
The parent company with effective control over the Company is as follows:

Percentage of equity held in

Name the Company and changes

IFGL Worldwide Hoidings Limited 100%

During the year, the Company had transations with the following major refated parties

Name of related paities Relafionship with the Company

Monocon International Refractories Lid Under a common control of the same parent
Tianjin Monocon Refractories Co. Ltd Under a common control of the same parent
Monaocon Taiwan Co., Ltd. Under a common contro! of the same parent
Manoceramics Inc, Under a common control of the same parent

During the year the Company had the following significant transactions with related parties:
(1) Equipment/Construction Purchased

2007 2006
RMB RMB
Monocon International Refractories Ltd. - 1,190,506.05
{2) Inventory, Spares & Moulds purchasing
Monocon International Refractories Lid. 288,746.94 -
Monocon Taiwan Co., Ltd. 366,257.05 -
Total 655,003.99 -
{3) Sales transactions
Monocon Intemational Refractories Ltd. 1,559,554.09 -
Monoceramics Inc 7,639,310.77
Tianjin Monocon Refractories Co., Ltd. . 151,302.16 -
Total 9,350,167.02 -
(4) Particulars of the closing balance of accounts receivables and payables
200 2006
RMB RMB
Accounts payabie Monocon Intemational Refractories Lid. - 1,190,506.05
Tianjin Monocen Refractories Co. Ltd. - 3,796.00
Total - 1,194,302.05
Accounts receivable Monocon Interationa! Refractories Ltd. 292,311.83
Monogceramics Inc 192,566.79
Total 484 878.62

——— ——————
Accounts receivable and payable with related parties are interest free, unsecured and have no fixed repayment terms.

17
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17. COMMITMENTS

(a) Operating lease commitment

At the balance sheet date, the Company was committed to make the following future minimum
lease payments in respect of rented premises under non-cancellable operating leases which due

as follows:

] RMB
Within one year 998,080.00
Cne to two years §56,280.00
Two fo three years 478,140.00
Over three years

18. CONTINGENT LIABLITIES

None.

19. POST BALANCE SHEET EVENTS

None.

Tianjin Monocon Aluminous Refractories Co., Ltd

February 10, 2008

18



Appendix 5-1

TIANJIN MONOCON ALUMINOUS REFRACTORIES CO.,LTD

TAXABLE INCOME ADJUSTMENT SHEET

FISCAL YEAR 2007

Unit: RMB yuan

Balance per Income

ITEMS statement Adjustment  Adjusted Balance

Sales 9,685,250.00 - 9,685,250.00

Less: Cost of sales 5,494,794 68 - 5,494,794 .58
Turmover tax and surcharge - - -

Gross profit on sales 4,190,455.42 - 4,190,455.42
Add: Other revenue - - -

Less: Operating expense 1,767,652 47 - 1,767,652.47

General and administrative expense 1,810,462.64 - 1,810,462.64

Financial expense -34,515.91 - -34,515.91

Income from operation 646,856.22 - 646,856.22
Add: Non-operating income - - -
investment income - - -
Receipts form subsidies - - -

Less: Non-operating expense 234.08 - 234.08

Net income before income tax 646,622.14 - 646,622.14

Add: Adjustment increases - 1,112,896.52 1,112,896.52

Less: Adjustment decreases - - -

Taxable income for current year 646,622.14 1,112,896.52 1,759,518.66

"

19



Appendix 5-2

TIANJIN MONOCON ALUMINOUS REFRACTORIES CO., LTD
Notes on Taxable Income Adjustment

Name of company: Tianjin Monocon Aluminous Refractories Co. Ltd.

In current year, the company recorded startup cost amounting to RMB 1,309,290.22 as
expenses at one time. In accordance with Foreign-invested Enterprise Income Tax Law, startup
cost treated as long-term deferred expenses should be amortized within no less than 5 years.
Therefore, taxable income should be increased by RMB 1,112,896.52(1,309,290.22-
1,309,280.22/60 months*9months).

20



Appendix 6

Statement of Sundry Tax and Fee Payable

FISCAL YEAR 2007

NAME OF ENTERPRISE: TIANJIN MONOCON ALUMINOUS REFRACTORIES CO.,IUnit: RMB yuan

Category Beginning | Amount payable| Amount paid Closing
Balance for the year for the year Balance

Value added tax - 572,462.99 514,046.66 58,416.33
Business tax - - - -
Consumption tax - - - -
Resource tax - - - -
Land value added tax - - - -
Foreign enterprise income tax - - -
Vehicie and vessel usage tax - - - -
Property tax - - - -
Stamp duty - 2,804.83 2,804.83 -
Individual income tax - 15,682.54 13,843.25 1,839.29
Land use fee - - - -
Advanced income tax - - - -
Total - 590,950.36 530,694.74 60,255.62
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