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Audit Report
Ref:Changhuijinshezi (2009) No.9004

To The Board of Directors of Tianjin Monocon Refractories Co., Ltd:

We have audited the accompanying financial statements of Tianjin Monocon Refractories Co.,
Ltd: (hereinafter “Tianjin Monocon ), which comprise the balance sheet as of December 31,
2008, the income and profit appropriation statement and the cash flow for the year then ended and

the explanatory notes.
1. Management’s Responsibility for the Financial Statement

It’s the responsibility of the Company’s 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 with the Independent Auditing
Standards for Chinese Certified Public Accountants (hereinafter “Audit Standards™). The Audit
Standards require us comply with the standards on professional ethics, plan and perform the audit

so as to obtain reasonable assurance about whether the financial statements are free of material

misstatement.

An audit includes the performance of audit procedures fo 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 misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, we considered the internal control relevant

to Tianjin Monocon’s 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 Tianjin Monocon’s intemal control. An audit also includes evaluating the
appropriateness of accounting policies adopted and reasonrableness 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 Tianjin Monocon’s as at December 31,

2008, and of the results of its operations and cash flows for the year then ended.
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Certified Public Accountant |

Date:Mar.28, 2009
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Balance Sheet (I)

Prepared by: Tianjin Monocon Refractories Co., Ltd

Unit: RMB

ASSETS

Notes

Dec 31, 2007

Dec 31, 2008

CURRENT ASSETS

Monetary fund

HI 1

3,611,787.75

3,313,233.07

Short-term investments

Notes receivable

Dividends receivable

Interest receivable

Accounts receivable

1. 2

11,664,503.42

12,176,250.97

Other receivables

661,967.93

2,144,687.37

Advances to suppliers

Subsidy receivable

Prepaid expenses

Inventories

1.3

2,083,093.25

2,536,401.68

Export tax refund

Deferred Expenses

Long-term debt investments within one year

Other current assets

. TOTAL CURRENT ASSETS

18,021,352.35

20,170,573.09

LONG- TERM INVESTMENT

Long-term equity investment

Long-term debt investment

Consolidation price difference

TOTAL LONG- TERM INVESTMENTS

FIXED ASSETS

Fixed assets- original cost

HI. 4

1,653,993.50

1,819,524.12

Less: accumulated depreciation

791,298.86

972,848.41

Fixed assets -net value

862,694.64

846,675.71

Less: provision for impairment loss of fixed assets

Fixed assets net book value

862,694.64

846,675.7t

Project material

Construction in progress

Disposal of fixed assets

Net losses of fixed assets to be setteled after approval

TOTAL FIXED ASSETS

862,694.64

846,675.71

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

18,884,046.99

28,017,248.80

General Manager: Manoj Rakhecha

Financiai Manager: Manoj Rakhecha

Prepared by: Chu Zhimin



Balance Sheet (1)

Prepared by: Tianjin Monocen Refractories Co,, Ltd

Unit: RMB

LIABILITIES AND OWNER'S EQUITY

Deg 31, 2007

Dec 31, 2008

JCURRENT LIABILITIES:

Short -term loans

Notes payable

Accounts payable

1.5

8,676,980.39

7,419,971.93

Advances from customers

Accrued payroll

welfare: staff and worker’s bonus and welfare fund

HL 10

183,573.38

251,639.35

Dividends payable

H1. 6

6,505,941.06

10,001,340.33

Interests payable

Taxes payable

HL 7

303,144.70

218,538.83

Other payables to governmental authoritics

Other payables

II1. 8

242,454.29

153.805.19

Accrued expenses

Anticipated liabilities

Deferred profit

Long-term liabtilities due within one year

Other current liabilities

TOTAL CURRENT LIABILITIES

15,912,093.82

18,045,295.63

LONG- TERM LIABILITIES:

Long-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

15,912,093.82

18,045,295.63

*Minority Stockholder's Equity

OWNERS' EQUITY(OR SHAREHOLDERS' EQUITY)

+ Paid in capital (or share capitai)

1L 9

1,655,373.00

1,655,373.00

Chinese investment

Foreign investment

1,655,373.00

1,655,373.00

Less: capital reimbursement

Net paid-in capital

1,655,373.00

1,655,373.00

Capital surplus

Surplus reserve

1,316,580.17

1,316,580.17

Including: Legal surplus reserve

Legal commonweal funds

Staif and workers' bonws and welfare fund

Reserve funds

1,316,580.17

1,316,580.17

Enterprise expanston fund

Capital reimbursement by undistributed profit

Unrealized loss from investment

Undistributed profit

I1L. 10

Difference arising from currency converting

QOwners' Equity

Less: Assets loss

TOTAL OWNERS' EQUITY

2,971,953.17

2.971,953.17

TOTAL LIABILITIES AND OWNERS' EQUITY

18,884,046.9%

21,017,248.80

General Manager: Manoj Rakhecha

Financial Manager: Manoj Rakhecha

Prepared by: Chu Zhimin




Statement of Profit and Appropriation

Prepared by: Tianjin Monocon Refractories Co., Ltd Unit: RMB
ITEMS Notes Year 2007 Year 2008
1.Main operation revenue IIL. 11 46,700,557.25 66,153,716.62
2. Net reveaue 46,700,557.25 66,153,716.62
Less: Cost of Goods Sold IH. 12 24,020,739 81 38,077,774.04
Others :
Add: Defered income
Revenue from proxy purchases and sales
Others
3.Gross Profit 22,679,817.44 28,075.942.58
Add: Other Operating Income 40,440.17 76,187.13
Less: Selling expenses 13,384,869.65 16,895,180.41
General and administrative expenses 3,000,513.32 2,166,362 80
Financial expenses 1. 13 630,239.84 780,658.76
Other expenses
4.0perating profit 5,614,634.80 8,309,927.74
Add: Investment income :
Subsidy income
Non-operating income
Less: Non-operating expense I 14 2,000.00 7,500.00
5.Income before tax 5,612,634.80 8,302,427.74
Less: Income tax 421,097.61 1,495,830.77
*Minority stockhelder's gain or loss
Add: *unrealized loss from investments ]
6.NET PROFIT (LOSS) 5,191,537.19 6.806,596.97
Add ‘Undistributed profits at beginming of the year 3,718,056.23
Surphus reserve made up for losses
Other net profit
Currency conversion differences
Other adjustment
7.Profit available for distribution 8,909,593.42 6,806,596.97
surplus reserve
Legal public welfare fund
Staff and workers' bonus and welfare fund 51,915.37 68,065.97
Reserve fund
Enterprise expansion fund
Profits capitalized on retum investment
Others
8.Profit available for distribution 8.857,678.05 6,738,531.00
Less: ( 1) Dividends payable 8,857,678.05 6,738,531.00
Including: Chinese payable
Foreign payable 8,857,678.05 6,738,531.00
{2 ) Unspecified Surplus fund
{ 3 ) Common dividends payable - -
Including: Chincse payable
Foreign payable

{ 4 ) Common dividends change into capital

Including: Chinese payable

Foreign payable

9. Undistributed profit

Add (less): other adjustments

General Manager: Manoj Rakhecha Financial Manager: Manoj Rakhecha

Prepared by: Chu Zhimin




Cash Flow Statement

Prepared by: Tianjim Monocon Refractories Co., Ltd

Lo bl .

Unit: RMB
Items NO Year 2008
1.Cash Flows from Operating Activities: 1
Cash received from sales of goods or rendering of services 2 65,641,969.07
Refunded tax 3
Other cash received relating to operating activities 4 68.687.13
Sub-total of cash inflows 5 65,710,656.20
Cash paid for goods and services [ 55,510,717.05
Cash paid to and on behalf of employees 7 1,193,448.30
Tax paid 8 4,000,692 52
Other cash paid relating 1o operating activities 9 1,895,690.66
Sub-total of cash outflows 1] 7 62,600,548.53
Net cash flows from operating activities 11 3,110,107.67
2.Cash Flows from Investing Activities: i2
Proceeds of disposal of investments 137
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 relaling to investing activities 16
Sub-total of cash inflows 17 -
Cash paid to acquire fixed assets, intangible assets and other long-tenm assets 18 165,530.62
Cash paid to investment 19
Othier cash paid relating to investing activities 20
Sub-total of cash outflows 21 165,530.62
Net cash flows from investing activities 22 -165,530.62
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 3,243,131.73
Other cash payments relating to financing activities 30
Sub-total of cash outflows 31 3.&43,131.73
Net cash flows from financing activities 32 -3,243,131.73
4.Effect of Foreign Exchange Rate Changes on Cash 33
S.Net Increase in Cash and Cash Equivalents k] -298,554.68




Cash Flow Statement ('continued)

Unit: RMB

Netincreased cash & cash equivalent

Prepared by: Tianjin Monocen Refractories Co., Lid
Items No Year 2008
t.Reconciliation of operating to Cash Flows from Net Profit 35
Net profit 36 6,806,596.97
Add: Minority stockholder’s equity 37
Less: Unidentified investment Loss 38
Add: provision for impairment of assets 39
Depreciation of fixed Assets 40 181,549.55
Amortization of intangible Assets 41
Amortization of long-term expenses 42
Decrease of the deferred expenses (Less: increase) 43
Increase of accrued expenses { Less: decrease) 44
Loss of disposal of fixed assets,intangible assets ang other long-term asseté(Less;gain) 45
Loss of Fixed Assets Scraping a6
Finance expense 47
Investment Loss(Less: gain) 48
Deferred tax credit (Less: debit) 49
Decrease of inventories {Less: increase) 50 -453,308.43
Decrease of Operating ltems receivable {less:increase) 51 -511,747.55
Increase of Operating ltems payable(less:decrease) 52 -2,828,376.98
Others 53 -84,605.89
Net cash flow from operating activities 54 3,110,107.67
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 period 61 3,313,233.07
less:cash at the beginning of period 62 3,611,787.73
Add:cash equivalent at the end of period 63
Less:cash equivalent at the beginning of period 64
65 -298,554.68




Tianjin Monocon Refractories Co., Ltd:

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

I. Generzal Profile

Tianjin Monocon Refractories Co., Ltd (hereinafter “the company™) is a wholly foreign owned
company established on September 18,2002. The company obtained the approval certification
“Shang Wai Zi Jin Wai Jin Zi [2002] No 0153” and the company’s business license is “Qi Du Jin
- Zong Zi 014514” issued by the State Administration Of Industry and Commerce of Tianjin .The
registered capital of the company is USD200,000.00 with operating term of 20 years,Certified by
Tianjin Tongxin CPA firms with capital Verification Report “Jin Tong Kuai Yan Zi {2002) No 65,
It is mainly engaged in producing, processing and selling refractory materials and providing
relating services.

IL. Significant Accounting Policies and Accounting Estimates Adopted by the Company

Basic accounting assumption édopted

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 book-keeping & reporting by the company is Renminbi [Chinese Yuan]
unless otherwise specified.

4. Bookkeeping and valuation basis: _/I
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 Refiminbi 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 criteria 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 admintstrative 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 classtfied into the following categories: manufacturing equipment, office
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equipment, motor vehicle, assistant equipment.

(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) Accounting 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%

Assistant 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 thé transaction will flow to the Company;

and the relevant amount of revenue and costs can be measured reliably.

11. Accounting for corporate income tax

" HI

Deferral Taxation under the Hability 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 in the year under consideration 18%.

Major Items in the Financial Statements

1. Cash and Cash Equivalents



Item Dec 31, 2007 Dec 31, 2008
Cash in hand 6,149.97 7,015.49
Cash at bank 3,605,637.78 3,306,217.58
Total 3,611,787.75 3,313,233.07
Cash at Bank is held as follows :
Bank Name & Branch Account No Dec 31, 2008
RMB Bank Account ’
Bank of China - Tianjin 08685108091001 1,057,848.26
Binhai Branch
HSBC Tianjin TED Sub 725-000699-011 701,049.10
Branch
Bank of China ~ Tianjin 08685108096001 69,895.06
Binhai Branch
USD Bank Account
HSBC Tianjin TED Sub 105-600699-055 1,477,425.16
Branch
2. Accounts Receivable
(1) Age of Accounts
Item Dec 31, 2007 Dec 31, 2008
Amount Percentage | Provision Amount Percentage | Provision
' for Bad for Bad
Debts Debts
Within 1 year 11,664,503.42 100.00% 0.00 12,125,144.84 99.58% 0.00
1-2 years 0.00 0.00% 0.00 51,106.13 0.42% 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 11,664,503.42 100.00% 0.00 | 12,176,250.97 100.00% 0.00
( 2) The amount due from related party as on Dec 31, 2008 is as follows :
- Monocon International Refractories Ltd, UK :  RMB 191,596.53
- IFGL Refractories Ltd, India RMB 573,778.34
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 761,329.56 0.00 1,795,923.98 0.00
Packaging Materials 118,736.33 0.60 151,258.24 0.00
Finished Goods 1,203,027.36 0.00 589,219.46 0.00
Total 2,083,093.25 0.00 2,536,401.68 0.00
4. Fixed Asset and Accumulated Depreciation
-Category Jan 1,2008 Increase Decrease Dec 31, 2008
Original Value:
Manufacture Equipment 1,166,707.00 - - 1,166,707.00
Office Equipment 115,693.02 19,030.62 - 134,723.64
Motor Vehicle 177,947.00 - - 177,947.00
Accessory Equipment 193,646.48 146,500.00 340,146.48




‘| Total - Original Value 1,653,993.50 165,530.62 - 1,819,524.12

Accumuinted Depreciation - -
Manufacture Equipment 533,768.33 105,003.57 - 638, 7719
Office Equipment 63,798.23 14,396.35 - 78,194.58
Motor Vehicle 84,181.17 21,287.13 - 105,468.30
Accessory Equipment 109,551.13 40,862.50 - 150,413.63
Total — Accumulated Dep. 791,298.86 181,549.55 - 972,848.41
Net value 862,694.64 - 846,675.71
5. Accounts Payable
(1) Age of Accounts
Item Dec 31, 2007 Dec 31, 2008
Amount Percentage Amount Percentage
Within 1 year 8,476,408.05 97.69% 5,974,169.40 80.50%
1-2 years 200,572.34 2.3t% 1,445,802.53 19.50%

‘| 2-3 years 0.00 0.00% 0.00 0.00%
More than 3 years 0.00 0.00% 0.00 0.00%
Total 8,676,980.39 100.60% 7,419,971,93 . 100.00%

(2) The amount payable to related party as on Dec 31, 2008 is as follows :
- Monocon International Refractories Ltd, UK : RMB 3,084,317.88
6. Dividend Payable
Category Dec 31, 2007 Dec 31, 2008
Dividend - 2006 1,366,319.23 -
Dividend - 2007 5,139,621.83 3,262,809.33
Dividend - 2008 - 6,738,531.00
Total 6,505,941.06 10,001,340.33
7. Taxes Payable
Category Dec 31, 2007 Dec 31, 2008
VAT 167,581.41 26,968.44
Corporate Income Tax 108,384.76 187,145.94
Individual Income Tax 27,178.53 4,424 45
Flood Protection Fee 0.00 0.00
Total 303,144.70 218,538.83
8. Other Payables
Age of Accounts
ttem Dec 31, 2007 Dec 31, 2008
Amount Percentage Amount Percentage
Within | year 183,970.34 75.88% 153,805.19 100.00%
1-2 years ¢.00 0.00% | 0.00 0.00%
2-3 years 58,483.95 24.12% 0.00 0.00%
More than 3 years 0.00 0.00% 0.00 0.00%
Total 242,454.29 100.00% 153,805.19 100.00%

9. Paid-in Capital




] Dec 31,2007 - Dec 31, 2008
nvestor Amount Percentage Amount | Percentage
IFGL Worldwide Holdings Limited 1,655,373.00 100.00% 1,655373.00 | 100.00%
Total 1,655,373.00 100.00% 1,655,373.00 100.00%

10. Undistributed Profit
Item Dec 31, 2007 Dec 31, 2008
Opening Balance 3,718,056.23 0.00
Add:  Net Profit after Tax for the year 5,191,537.19 6,806,596.97
Other profit .00 0.00
Less : Reserve funds 0.00 - 0.00
Staff and workers' bonus and 51,915.37 68,065.97
welfare fund
. Profit distributed for the year 8,857,678.05 6,738,531.00
Undistributed profit carried forward ' 0.00 0.00
.11. Revenue
Item Dec 31, 2007 Dec 31, 2008
Income From Operations 46,700,557.25 66, _153,7 16.62
Total '
12. Costs .
Item Dec 31, 2007 Dec 31, 2008
Cost From Operations 24,020,739.81 38,077,774.04
Other Cost 0.00 0.00
Total 24,020,739.81 38,077,774.04
13. Financial Expenses
Category Dec 31, 2007 Dec 31, 2008
Interest Expense 0.00 0.00
‘Less: Interest Income (38,968.23) (31,272.44)
Exchange Loss (net of gains) 571,502.13 717,393.71
Less: Exchange gain - 0.00 0.00
Bank Charges 97,705.94 94,537.49
Total 630,239.84 780,658.76
14. Non-Operating Cost
Item Dec 31, 2007 Dec 31, 2008
Donations . 0.00 7,500.00
Others 2,000.00 0.00
Total 2,000.00 7,500.00




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 International Refractories Lid Under the common control of the same parent.
Tianjin Monccon Aluminous Refractories Co.,Ltd. Under the common control of the same parent.
IFGL Refractories Ltd. Under the common control of the same parent.
Monotec Refratarios Ltda Under the common control of the same parent.

3. Transactions with Related Company

Item and name of the company Transactions Balance as on
- During the Year 31.12,.2008
Accounts Receivables
Monocon International Refractories Ltd. 1,576,381.00 191,596.53
IFGL Refractories Ltd 3,430,296.83 573,778.34
Monotec Refratarios Lida 57,046.37 -
Other Receivables ]
Tianjin Monocon Aluminous Refractories Co., Ltd 1,500,000.00 1,500,000.00
Accounts Payable _
Monocon Intemational Refractories Ltd. 2,363,238.42 3,084,317.88

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.

V. Contingenciés

There exist no contingencies that need disclosure

- VL Post Balance Sheet Date Events

. There exist no post balance sheet date events that need disclosure.

VII. Other Important Matters T

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 and machiney under non-cancellable operating
leases which due as follows:

Period Dec 31, 2008
Within one year 721,950.00
1-2 years 99,200.00




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 Refractories Co., Ltd



TIANJIN MONOCON REFRACTORIES CO.,LTD

TAXABLE INCOME ADJUSTMENT SHEET

FISCAL YEAR 2008
Name Of Enterprise: Tianjin Monocon Refractories Co., Ltd Unit: RMB
I 1 . . '
ITEMS B an;e per fncome Adjustment | Adjusted Balance
tatement

Sales 66,153,716.62 66,153,716.62
Less: Cost of sales 38,077,774.04 38,077,774.04
Others 0.00
Gross Profit 28,075,942.58 28,075,942.58
Add: Other Operating Profit 76.187.13 76.187.13
Less: Operating expenses 16,895,180.41 16,895,180.41
General and administrative expenses 2 166.362.80 | 2166.362.80
Financial expenses 780,658.76 780,658.76
Operating profit 8,309,927.74 - 8,157,553.48
"Add: Investment income ' 0.00
Subsidy income 0.00
Non-operating income - 0.00

Less: Non-operating expense 7 500.00 7.500.00
Income before fax 8,302,427.74 8,302,427.74
Add: adjustment increases 7743.19 7743.19

Less: adjustment decreases




TIANJIN MONOCON REFRACTORIES CO.LTD

Notes on Taxable Income Adjustment
Name of company : Tianjin Monocon Refractories Co.,Ltd

1. The company incurred entertainment expense amount to RMB 7743.19, which was
‘not deductible in calculating taxable income.



Statement of Sundry Tax and Fee Payable

Fiscal Year 2008
Name Of Enterprise: Tianjin Monocon Refractories Co., Ltd
Beginning | Amount payable | Amount paid Closing
Category Balance for the year for the year Balance
Value added tax 167,581.41 2,268,130.47 2,408,743.44 26,968.44
Business tax
Consumption tax
Resource tax
Land value added tax .
Enterprise income tax 108,384.76 1,495,830.77 1,417,069.61 187,145.92
Vehicle and vessel usage tax 840.00 840.00 -
Property tax .
Stamp tax 18,081.60 18,081.60 -
Individual income tax 27,178.53 109,116.36 131,870.44 4,424 45
Flood Protection Fee - 24,087.43 24,087.43 -
Advance income tax
Total 303,144.70 3,916,086.63 4,000,692.52 218,538.81







