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Audit Report
Ref:Changhuishen (2009) No.9002

To 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: (hereafter “Monocon Aluminous Refractories Company”), which comprise
the balance sheet as of December 31, 2008, the income and profit appropriation statement and the

cash flow for the year ended.

1. Responsibility of the Management

It’s the responsibility of the Management to prepare the financial statements in accordance with
the requirements of the Accounting Standards and the Accounting System for Business
Enterprises promulgated by the State, which including: (1) to design, implement and comply with
the internal controls relating to the preparation of the financial statements, so as to prevent the
financial statements from material misstatements by -fraud or error; (2) to choose and apply

appropriate accounting policies; (3) to make reasonable accounting estimates.

2. Responsibility of the Auditors

It is our responsibility to express an opinion on the financial statements based on the performance
of auditing procedures. We have performed audit in accordance witﬁ the Independent Auditing
Standards for Chinese Certified Public Accountants (hereafter “Audit Standards™). The Audit
Standards require us comply with the standards on professional ethics, plan and perform the audit

s0 as to obtain reasonable assurance about whether the financial statements are free of material
misstatement.
An audit includes the performance of audit procedures to obtain audit evidence on the amounts

and disclosures of the financial statements. The procedures tailored depend on our judgment,

including the assessment of the risks of material misstaternent of the financial statements, whether



due to fraud or error. In making those risk assessments, we considered the internal control relevant
to Monocon Aluminous Refractories Company in preparation of the 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 Monocon Aluminous Refractories Company’s
internal control. An audit also includes evaluating the appropriateness of accounting policies
adopted and reasonableness of accounting estimates made by Management, as well as evaluating

the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a

- reasonable basis for our audit opinion.

3. Opinion

In our opinion, the financial statements comply with the requirements of the Accounting
Standards and Accounting Systems for Business Enterprises promulgated by the State, and present
fairly, in all material respects, the financial position of Monocon Aluminous Refractories

Company as of December 31, 2008, and of the results of its operations for the year ended.

Certified Public Ac{(?ugt%
110000254 7

Céf;iﬁed Public Accountant

Date:Mar.28, 2009 *lﬁ%xn‘@l%_
1 100027200351“




Balance Sheet (I)

Prepared by: Tisujin Monocen Aluminows Refractories Co., Ltd

Unit: RMB

ASSETS

Notes

Dec 31, 2007

Dec 31, 2008

CURRENT ASSETS

Menetary fund

734,528.63

445,269.09

Short-term investments

Notes receivable

Dividends receivable

Interest receivable

Accounts receivable

1.2

750,554 81

2,823.956.85

Other receivables

32541753

308,264 .84

Prepaid expenses

2,159.31

3,387.51

Advances to suppliers

Subsidy receivable

Export tax refund receivable

Inventories

I3

1,471,280.14

2,903,972.45

Deferred gain or loss of current assets

Long-term debt investments within one year

Other current assets

TOTAL CURRENT ASSETS

3,283,940.42

6,484,850.74-

LONG- TERM INVESTMENT

" Long-term equity investment

Long-term debt investment

Consolidation price difference

TOTAIL LONG- TERM INVESTMENTS

FIXED ASSETS

Fixed assets- original cost

114

7,426,252.30

7,848.808.88

Less: accumulated depreciation

1114

441,296.97

1,138,808.80

Fixed assets -net value

14

6,984,955.33

6,710,000.08

Less: provision for impairment loss of fixed assets

Fixed assets book value

14

6,984,955.33

6,710,000.08

Project material

Construction in progress

Disposal of fixed assets

Net losses of fixed assets to be setteled after approval

TOTAL FIXED ASSETS

6,984,955.33

6,710,000.08

INTANGIBLE ASSETS AND OTHER ASSETS

Intangible assets

Long-term prepaid expenses

Other long-term assets

Including:deferred exchange loss

TOTAL INTANGIBLE ASSETS AND OTHER ASSETS

DEFERRED TAX

Deferred tax charges

TOTAL ASSETS

10,268,895.75

13,194,850.82

General Manager: Manoj Rakhecha Financial Manager: Manoj Rakhecha

Prepared by: Wang Yanli



Balance Sheet (II)

Prepared by: Tianjin Monocon Alumineus Refractories Co., Lid

Unit: RMB

LIABILITIES AND OWNER'S EQUITY

Notes

Dec 31, 2007

Dec 31, 2008

CURRENT LIABILITIES:

Short -term loans

Notes payable

Accounts payable

s

1,173,065.26

1,293,724.55

Advances from customers

Accrued payroll

welfare: staff and worker's bonus and welfare fund

IH1e

6,466.22

28,650.12

Dividends payable

ITk6

575,493.71

1,974,367.10

Interests payable

Taxes payable

HE7?

60,839.78

130,180.74

Other payables to governmental authorities

Other payables

ITi3

521,518.52

1,614,577.05

Accrued expenses

Anticipated liabilities

Deferred profit

‘Long-term liablilities due within one year

Other current liabilities

TOTAL CURRENT LIABILITIES

2,337,383 49

5,041,499.56

LONG- TERM LIABILITIES:

Lon&term loans

Bonds payable

Long-term accounts payable

Special accounts payable

Other long-term liabilities

Including: deferred exchanged gains

TOTAL LONG TERM LIABILITIES

DEFERRED TAX

Deferred tax credits

TOTAL LIABILITIES

2,337,383.49

5,041,499.56

*Minority Stockholder’s Equity

OWNERS' EQUITY(OR SHAREHOLDERS' EQUITY)

Paid in capital (or share capital)

7,809,410.00

7,809,410.00

Chinese investment

Foreign investment

7,809,410.00

7,809,410.00

Less: capital reimbursement

Net paid-in capital

7,809,410.00

7,809.410.00

Capital surplus

57,440.05

57,440.05

Revenue Reserve

64,662.21

286,501.21

Including: Legal surplus reserve

Legal commonweal funds

Staff and workers' bonus and welfare fund

Reserve funds

64,662.21

286,501.21

Enterprise expansion fund

Capital reimbursement by undistributed profit

Unrealized loss from investment

Undistributed profit

1110

Difference arising from currency converting

Owners' Equity

Less: Assets loss

TOTAL OWNERS' EQUITY

7.931,512.26

8,153,351.26

TOTAL LIABILITIES AND OWNERS' EQUITY

10,268,895.75

13,194,850.82

General Manager: Manoj Rakhecha

Financial Manager: Manoj Rakhecha

Prepared by: Wang Vanli
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Statement of Profit and Appropriation

Prepared by: Tianjin Monocon Alnmisous Refractories Co., Ltd Unit: RMB
ETENS Notes Year 2007 Year 2008
1.Main operation revenue 1118 9,683,250.00 18,124,818.20
2. Net revenue 9,685,250.00 18,124,818.20
Less: Cost of Goods Sold nnz 5,494_794.58 12,217,725.98
3.Gross Profit 4,190,455.42 5,907,092.22
Add: Income from other operations
Less: Selling Expenses 1,767,652 47 2,730,699.52
General and administrative expenses 1,810,462.64 735,547.13
Financial expenses s -34,515.91 219,955.57
Including: Interest expense(less: interest income )
Exchange loss(less: exchange gains )
Other expenses
4.Operating profit 646,856.22 2,220,890.00
Add: Investment income
Subsidy income
Non-operating income
Less: Non-operating expense J110Y] 234.08 2,500,00
5.Income before tax 646,622, 14 2,218,390.00
Less: Incore tax ]
*Minority stackholder's gain or loss
Add: *unrealized loss from investments
6.NET PROFIT (LOSS) 646,622.14 2.218,390.00
Add :Undistributed profits at beginning of the year .
Surplus reserve made up for losses
‘Other net profit
Currency conversion differences T
Other adjustment
7.Profit available for distribution 646,622 14 2,218,390.00
Legal surplus reserve
Legal public welfare fund
Staff and workers' bonus and welfare fund 6,466.22 22,183,90
Reserve fund 64,662.21 221,839.00
Enterprise expansion fund
Profits capitalized on return investment
Others
8.Profit available for distribution 575,493.71 1,974.367.10
Less: ( 1) Priority dividends payable 575,493.71 1,974,367.10
Including: Chinese payable
Foreign payable 575,493.71 1,974,367.10

( 2 ) Unspecified Surplus fund

{ 3 ) Common dividends payable

Including: Chinese payable

Foreign payable

(4) Common dividends change into capital

Including: Chinese payable

Foreign payable

9. Undistributed profit

Add (less): other adjustments
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Cash Flow Statement

Prepared by: Tianjin Monocon Aluminous Refractories Co., Litd Unit: RMB
Items NO Year 2008
1.Cash Flows from Operating Activities: 1
Cash received from sales of goods or rendering of services 2 16,051,416.16
Refunded tax 3
Other cash received relating to operating activities 4 -2,500.00
Sub-tota! of cash inflows 5 16,048,916.16
Cash paid for goods and services 6 13,267,192.55
Cash paid to and on behaif of employees 7 665,502.57
Tax paid 8§ 822,250.62
Other cash paid relating to operating activities 9 585,179.67
Sub-total of eash cutflows 10 15,340,125.41
Net cash flows from operating activities 11 708,790.75
2.Cash Flows from Investing Activities: 12
Proceeds of disposal of investments 13
Cash received from distribution of dividends or profits 14
Net cash received from disposal of fixed assets,intangible assets and other long-term assets | 15
Other cash received relating to investing activities 16
Sub-total of cash inflows 17 -
Cash paid to acquire fixed assets,intangible assets and other long-term assets 18 422,556.58
Cash paid to investrnent 19
Other cash paid relating to investing activities 20
Sub-total of cash outflows 21 422,556.58
Net cash flows from investing activities 22 -422,556.58
.3.Cash Flows from Financing Activities: 23
Proceeds from issuing shares 24
Proceeds from borrowings 25
Other proceeds relating to financing activities 26
Sub-total of cash inflows 27 -
Cash repayments of amounts borrowed 28
Cash payments for distribution of dividends,profits,or interest expenses 29 . 575,493.71
Other cash payments relating to financing activities 30
Sub-total of cash outflows 31 575,493.71
Net cash flows from ﬁnancingimﬁﬁu 2 -575.493.71
4.Effect of Foreign Exchange Ratc Changes on Cash 33
| 5.Net Increase in Cash and Cash Equivalents 4 -289,259.54




Cash Flow Statement (continued)

1
[- Prepared by: Tiasjin Monocen Aluminous Refractories Co., Ltd Unit: RMB
Items No Year 2008
3 1 Reconciliation of operating to Cash Flows from Net Profit 35
n Net profit ) 36 2,218,390.00
% Add: Minority stockholder's equity ' 37
b Less: Unidentified investment Loss 38
é Add: provision for impairment of assets 39
* Depreciation of fixed Assets 40 697,511.83
- Amortization of intangible Assets 41
* Amortization of long-term expenses 42
i ) Decrease of the deferred expenses (Less: increase) 43
Increase (Sf accrued expenses ( Less: decrease ) . 44
" Loss of disposal of fixed assets,intangible assets and other tongﬁ:nn assets(Less:gain) 45
t Loss of Fixed Assels Scraping 46
‘ Finance expense 47
F Investment Loss(Less: gain) : 48
| . Deferred tax credit (Less: debit) _ 49
l Decrease of inventories (Less: increase) 50 -1,432,692.31
| Decrease of Operating Items receivable (lesstincrease) ' 51 -2,073,402.04
Increase of Operating Items payable(less:decrease) 52 1,229,642.31
Others 53 69,340.96
Net cash flow from operating activities 54 708,790.75
2.investment& borrowing activities not including cash in Or Qut | 55
| Capital converted from debt ‘ 56
| convertible company bonds due within one year 57
fixed assets under finance lease 58
._Others 59
3.increase of cash & cash equivalent 60
cash at the end of peripd 61 445,269.09
less.cash at the beginning of period 62 734,528.63
. Add:cash equivalent at the end of period 63
Less:cash equivalent at the beginning of period 64
. Netincreased cash & cash equivalent 65 -289,259.54




Tianjin Monocon Aluminous Refractories Co., Ltd:

Notes to Financial Statements for the Year Ended December 31, 2008

L General Profile

Tianjin Monocon Aluminous Refractories Co., Ltd was established by IFGL Werldwide Holdings
Limited, Its establishment was approved with certification (Shang Wai Zi Jin Wai Shang Zi
[2006]02114), The company obtain business license ( Qi Du Jin Zong Zi No. 018644 from the
State Administration of Industry and Commerce of Tianjin on August 16, 2006). Its registered
capital is USD 1,000,000 & duration of operation is 20 years. The allowable business scope with
the business license covers producing, processing and selling refractory materials and providing
related services.

IL Significant Accounting Policies and Accounting Estimates Adopted by the Company

Basic accounting assumption adopted

The financial statements are prepared on going concern basis.

1. The applicable accounting regulation:

The Accounting policies adopted by the Company are in accordance with the Accounting
Standards for Enterprises of the People’s Republic of China & “Accounting System for
Business Enterprises” and the relevant supplementary regulations.

2. The fiscal year: :
The Company adopts the calendar year as its accounting year from 1 January to 31 December.

3. Base currency for book-keeping

The base currency for bookkeeping & reporting by the company is Renminbi [Chinese Yuan]
uniess otherwise specified.

4. Bookkeeping and valuation basis:
The accrual basis and historical cost based valuation is adopted.

5. Foreign currency transactions

The amount of transactions in foreign currencies occurred in the reporting year were translated
into Renminbi at the applicable rate of exchange prevailing at the dates of transactions quoted
by People’s Bank of China (“benchmark exchange rate™) .

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

6. Cash equivalents
The cash equivalents are defined as those items meeting all of the 4 critena listed below: (1)



short term (due within 3 months since purchased); (2) with strong liquidity; (3) can be easily
converted into known amount of cash; and (4) bears low risk of fluctuation in value.

7. Provision for bad debts
Criteria for recognition for 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 the amount with sufficient evidence for a debtor who does not
comply with repayment after the debt becomes due are in less possibility to be recovered.

The company does not have any such bad debts or has made any provision for bad debts.

8. Inventories
(1) Classification of inventories

Inventories are assets held for sale in the ordinary course of business or in the process of
production for such sale; or in the form of materials or supplies to be consumed in the
production process or in the rendering of services. The inventories of the Company are
classified into the following groups: raw materials, packages, work-in-process, finished
products .Inventories are valued at the actual cost when acquired 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. Low value consumables are expensed on a one-off write-of 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 that the
cost. Net realizable value represents the balance of the estimated selling price less the
estimated cost of the completion, the estimated cost of marketing and the relevant taxes and

levies in the ordinary cost.

9. Accounting for fixed assets and accumulated depreciation
(1)Definition and recognition criteria of fixed assets

Fixed assets are defined as tangible assets that are held for use in the production or supply
of goods or services, for rental to others, or for administrative purposes; have useful life of
more than one year; and have relatively high unit price. Specifically, the following items are
recognized as fixed assets: buildings and constructions, machinery, transportation facilities
and other equipment and appliances used in the operation of the Company, of which the
useful lives are over 1 year; and those items whose useful lives are over 2 years and the unit

price exceed RMB ¥ 2,000, which do not fall within the scope of key operation facilities.

(2) Classification of Fixed assets

Fixed assets are classified into the following categories: manufacturing equipment, office
equipment, motor vehicle, assistant equipment.
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(3) Accounting for Fixed Assets
Fixed Assets are records at actual cost on acquisition.

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 assets 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
the assets less cots to sell.

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

(4) Accomnting for Depreciation

The fixed assets are depreciated on straight-line basis over their estimated useful lives
based on the original cost and estimated useful lives. The depreciable amount of a fixed
asset equals its original cost less estimated residual value. The residual value is estimated at

10 % of the original cost.
The depreciation rates for each category of fixed assets are as follows:

Item Estimated useful life (in Depreciation rate p. a.(%)
years)

Manufacture Equipment 10 9%

Office Equipment 5 18%

Motor Vehicle 5 , 18%

Asgistant Equipment 5 : 18%

Recognition of revenue

Sales of goods

Revenue from the sale of goods is recognized when all the following conditions have been
satisfied: the Company has transferred to the buyer the significant risks and rewards of
ownership of the goods; the Company retains neither continuing managerial involvement to the
degree usually associated with ownership nor effective control over the goods sold; it is
probable that the economic benefits associated with the transaction will flow to the Company;
and the relevant amount of revenue and costs can be measured reliably.

Accounting for corpbrate income tax

Deferred taxation under the liability method under the tax effect accounting standard is
adopted in accounting for corporate income tax. According to the tax laws and regulations, the
income tax rate for enterprises for the year under consideration is 0% as it is the second year of

tax exempt period.

Major Items in the Financial Statements



1. Cash and Cash Equivalents

Item Dec 31, 2007 Dec 31, 2008
Cash in hand 565.94 3,766.07
Cash in bank 733,962.69 441,503.02
Total 734,528.63 445,269.09
Bank Name & Branch Account No Dec 31, 2008
RMB Bank Account
Bank of China — Tianjin Binhai 856012445908091001 93672.8¢6 1
Branch |
HSBC Tianjin TED Sub Branch 725-001556-011 315.66 |
Bank of China — Tianjin Binhai 856012445908096001 20406.99
Branch
USD Bank Account
HSBC Tianjin TED Sub Branch 105-001556-055 4799420
HSBC Tianjin TED Sub Branch 105-001556-066 279113.31
2. Accounts Receivable
(1) Age of Accounts
Item Dec 31, 2007 Dec 31, 2608 .
Amount Percentage | Provision for Bad Amount Percentage Provision for
Debts Bad Debts
Within 1 year 750,554.81 100.00% 0.00 2,823,956.85 100.00% 0.00
1-2 years 0.00 0.00% 0.00 0.00 0.00% 0.00
2-3 years 0.00 0.00% 0.00 0.00 0.00% 0.00
More than 3 years 0.00 0.00% 0.00 0.00 0.00% 0.00
Total 750,554.81 100.00% 0.00 2,823,956.85 100.00% 0.00
(2} The amount due from related party as on Dec 31, 2008 is as follows :
- Monocon International Refractories Ltd, UK :  RMB 636,971.11
- IFGL Refractories Ltd, India RMB 211,107.12
3. Inventories and Provision for Impairment Loss on Inventories. ",.
Dec 31, 2007 Dec 31, 2008
Category Amount Provn. For Loss. Amount Provn. For Loss.
Raw Material 786,312.84 Q.00 1,521,839.11 0.00
Package 116,409.27 0.00 96,065.97 0.00
Work in Process 7,894 .84 0.00 1,918.43 |- 0.00
Finished Goods 560,663.19 0.00 1,284,148.94 0.00
Total 1,471,280.14 0.00 2,903,972.45 0.00
4. Fixed Asset and Accumulated Depreciation
Category Jan 1,2008 Increase Decrease Dec 31, 2008
|_Original Value
Office Equipment 183,383.00 6,199.00 0.00 189,582.00




Produce Facilities 7,242,869.30 416,357.58 0.00 7,659,226.88
Total ) 7.426,252.30 422.856.58 0.00 7,848,808.88
Accumulated Depreciation _ i
Office Equipment 21,586.00 33,380.88 0.00 54,966.88
Produce Facilities 419,710.97 664,130.95 0.00 1,083,841.92
Total 441,296.97 697,511.83 0.00 1,138,808.80
Net value 6,984,955.33 ' 6,710,000.08
5. Accounts Payable
(1} Age of Accounts
It Dec 31, 2007 Dec 31, 2008
em Amount Percentage Amount Percentage
Within 1 year 1,173,065.26 100.00% 1,238,271.54 96.00%
1-2 years 0.00 0.00% 55,453.01 4.00%
2-3 years 0.60 0.00% 0.00 0.00%
More than 3 years 0.00 0.00% 0.00 0.00%
Total 1,173,065.26 100.00% 1,293,724.55 100.00%
(2) The amount due to related party as on Dec 31, 2008 is as follows : '
- Monocon Internationat Refractories Ltd, UK : RMB 680,574.64
6. Dividend Payable
Category Dec 31, 2007 Dec 31, 2008
Dividend - 2007 575,493.7] 0.00-
Dividend - 2008 0.00 1,974,367.10
Total 575,493.10 1,974,367.10
7. Taxes Payable and Other Payables to Governmental Authorities
Category Dec 31, 2007 Dec 31, 2008
VAT ~58,416.33 126,792.75
Individual Income Tax 1,839.29 1,665.00
The Flood Protection Fee 584.16 1,267.93
Stamp Tax 0.00 455.06
Total 60,839.78 130,180.74
8. Other Payables
(1) Age of Accounts
Item Dec 31, 2007 Dec 31, 2008
Amount Percentage Amount Percentage
Within 1 year 521,518.52 100.00% 1,571,601.54 97.00%
1-2 years 0.00 0.00% 42,975.51 3.00%
Total 521,518.52 100.00% 1,614,577.05 100.00%

(2) The amount due to related party as on Dec 31, 2008 is as follows :
- Tianjin Monocon Refractories Co., Ltd.: RMB 1,500,000.00
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9. Paid-in Capital

In _Dec 31, 2007 Dec 31, 2008
vestgr Amount Percentage Amount Percentage
IFGL Worldwide Holdings Limited 7,809,410.00 100.00% 7,809,410.00 100.00%
Total 7.809,410.00 100.00% 7,809,410.00 100.00%
10. Undistributed Profit
Item Dec 31,2007 Dec 31, 2008
Opening Balance 0.00 0.00
Add: Net Profit after Tax for the year 646,622.14 2,218,390.00
Revenue Reserve 64662.21 221839.00
Staff and workers' bonus and 6,466.22 22,183.90
welfare fund
Profit distributed for the year 575,493.71 1,974,367.10
Undistributed profit in final year 0.00 0.00
11, Revenue
Item Dec 31, 2007 Dec 31, 2008
Income From Operations 9,685,250.00 18,124,818.20
Other income 0.00 0.00
Total 9,685,250.00 18,124,818.20
12. Costs
Item Dec 31, 2607 Dec 31, 2008
Caost From Operations 5,494,794.58{ 12,217,725.98
Other Cost 0.00 0.00
Total 5,531,377.63 12,217,725.98
13. Financial Expenses
Category Dec 31, 2007 Dec 31, 2008
Interest Expense 0.00 0.00
Less: (Interest Income) (7,084.91) {6,703.61)
Exchange Loss 0.00 191,356.00
Less: Exchange Gain (31,118.28) 0.00
Bank Charges 3,687.28 35,303.18
Total (34,515.91) 219,955.5°7
14. Non-Operating Cost
Item Dec 31, 2007 Dec 31,2008
Donations 6.00 2,500.00
Others 234.08 0.00
Total 234.08 2,500.00
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IV.  Related Parties _
1.Related Control and Effective Control

Name Relationship with the company Percentage of Equity
IFGL Worldwide Holdings Limited Investor 100%

2,0ther Related Party Relationship

Name of the Company Relationship with the company
Monocon Intemational Refractories Ltd Controlled by parent company
Tianiin Monocon Refractories Co.Ltd Controlled by parent company
Monotec Refratarios Ltd Controlled by parent company
Monoceramics Inc. Controlled by parent company
IFGL Refractories Ltd. Controlled by parent company

3. Transactions with Related Company

Item and name of the company Transactions During the Balance as on
Year 31.12.2008
Account Payable
Monocon International Refractories Ltd 680,574.64 680,574.64
Other Payable
Tianjin Monocon Refractories Co., Ltd. 1,500,000.00 1,500,000.00
Account Receivable :

Monocon International Refractories Ltd 4,799,998.45 636,971.11
IFGL Refractories Ltd. 789,803.70 211,107.12
Monotec Refratarios Ltda 116,990.48 0.00
Monoceramics Inc. 5,745,716.85 0.00

- Amount receivable or payable with related parties are interest free, unsecured and have no fixed repayment

terms

- Sales / Purchase from related party are on a cost plus margin basis.

Y. Contingencies

There exist no contingencies that need disclosure

V1. Post Balance Sheet Date Events
There exist no post balance sheet date events that need disclosure.

VII. Other Important Matters

1. Commitments

Operating Lease Commitment:
At the balance sheet date, the company was committed to make the following future minimum

lease payment in repsect of rented premises under non-cancellable operating leases which due
as follows:

Period Dec 31, 2008




Within one year 956,280.00

One to Two years 478,140.00

2. Debt Restructuring
There exist no debt restructuring transactions that need disclosure.

3. Non-monetary Transactions
There exist no non-monetary transactions that need disclosure.

4. Assignment and Factoring of Receivables
There exist no assignment and factoring of receivables that need disclosure

5. Other Important Matters
There exist no other important matters that need disclosure

Tianjin Monocon Aluminous Refractories Co., Ltd
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TIANJIN MONOCON REFRACTORIES ALUMINOUS CO.,LTD

TAXABLE INCOME ADJUSTMENT SHEET
FISCAL YEAR 2008

Name Of Enterprise: Tianjin Monocon Refractories Alaminous Co., Ltd Unit: RMB
ITEMS Blance per Income | Adjustment | Adjusted Balance
Statement
Sales 18,124,818.20 18,124,818.20
Less: Cost of sales 12,217,725.98 12,217,725.98
Others 0.00
Gress Profit 5,907,092.22 | 5,907,092.22
Add: Other Operating Profit 0.00
Less: Selling Expenses 2,730,699.52 2,730,699.52
General and administrative expenses 735.547.13 735,547.13
Financial expenses 219,955,57 219,955.57
Operating profit 2,220,890.00 2,220,890.00
Add: Investment income | 0.00
Subsidy income 0.00
Non-operating income 0.00
Less: Non-operating expense 2,500.00 2,500.00
Income before tax 2,218,390.00 2,218,390.00
Add: adjustment increases 3.049.40 3.049.40
Less: adjustment decreases B 261,858.00 261,858.00
Taxable income for current year 2,218,390.00 | -258,808.60 '1,959,581.40







