CIRCULAR DATED 2 DECEMBER 2017

THIS CIRCULAR IS IMPORTANT AND REQUIRES YOUR IMMEDIATE ATTENTION. PLEASE READ IT
CAREFULLY.

If you are in any doubt as to the action you should take, you should consult your stockbroker, bank
manager, accountant, solicitor or other professional adviser immediately.

If you have sold or transferred all your ordinary shares (“Shares”) in the capital of Delong Holdings Limited
(the “Company”) held through The Central Depository (Pte) Limited (“CDP”), you need not forward this
Circular to the purchaser or transferee as arrangements will be made by CDP for a separate Circular to be
sent to the purchaser or transferee. If you have sold or transferred all your Shares represented by physical
share certificate(s), you should immediately forward this Circular, the Notice of Extraordinary General
Meeting and the enclosed Proxy Form to the purchaser or transferee or to the bank, stockbroker or agent
through whom you effected the sale or transfer, for onward transmission to the purchaser or transferee.

The Singapore Exchange Securities Trading Limited (“SGX-ST”) assumes no responsibility for the
correctness of any of the statements made, reports contained or opinions expressed in this Circular.

YOUR ATTENTION IS DRAWN TO THE SECTION ENTITLED “RISK FACTORS” OF THIS CIRCULAR
WHICH YOU SHOULD REVIEW CAREFULLY.
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DEFINITIONS

Except where the context otherwise requires or unless otherwise stated, the following definitions shall

apply throughout this Circular:
“Anhui Dachang”

“Aoyu Steel”

“Audit and Assessment
Procedures”

“Best Decade”

“Bidding Exercise”

“Board”

“Capacity Reduction Plans”

HCDP”
“Circular”

“Commitment Sum”

“Companies Act”

“Company”

“Constitution”

“Control”

“Controlling Shareholder”

Anhui Dachang Mining Group Co., Ltd (“Z#k Ef A FH R 2 w])

Laiyuan County Aoyu Steel Co., Ltd., the Company’s indirect
wholly-owned subsidiary

The audit and assessment to be conducted on the Target Company
in accordance with the applicable PRC laws and approved asset
assessment procedures, by a third party authority with the requisite
legal qualification to undertake such audit and assessment, as
described in Section 2.4.1 of this Circular titled “Due Diligence and
Audit and Assessment on the Target Company’

Best Decade Holdings Limited

The PRC tender process to be conducted by the China Beijing
Equity Exchange (ALE =432 % FT) in respect of the transfer of the
Target Stake, as described in Section 2.6.1 of this Circular titled
“Bidding process for the Proposed Acquisition”

The board of Directors of the Company for the time being

Plans by the Hebei Province’s 12th National People Congress to
reduce steelmaking capacity in the Hebei Province in the PRC
by 31.86 million tonnes in 2017, and to accelerate steelmaking
capacity reduction efforts in the cities of Langfang, Baoding and
Zhangjiakou, which are located in the Hebei Province, which is in
the northern region of the PRC, in 2017

The Central Depository (Pte) Limited

This circular to Shareholders dated 2 December 2017

The sum of RMB10 million paid by Delong Steel PRC to the
Vendor on 10 May 2017 as a form of guarantee that Delong Steel
PRC shall participate in the Bidding Exercise in accordance with

the terms of the MOU

The Companies Act, Chapter 50 of Singapore, as amended,
modified and/or supplemented from time to time

Delong Holdings Limited

The constitution of the Company, as amended, modified and/or
supplemented from time to time

The capacity to dominate decision-making, directly or indirectly, in
relation to the financial and operating policies of the Company

A person who:

(a) holds directly or indirectly 15% or more of the total number
of issued Shares excluding treasury shares and subsidiary
holdings in the Company. The SGX-ST may determine that
a person who satisfies this paragraph is not a Controlling
Shareholder; or

(b) in fact exercises Control over the Company



DEFINITIONS

“Definitive Agreement”

“Delong Steel PRC”
“Directors”

“EGM”

“Enlarged Group”

“EPC”
“EPS”

“Fangiao Mine”

“Final Bid Price”
“Financial Adviser”

“Formal Invitation Period”

“FY”
“FY2014”
“FY2015”
“FY2016”
“Golden Top”
“Group”
“Honest Joy”

“Independent Valuer”

“Indicative Bidding Range”

“Latest Practicable Date”

A definitive share transfer agreement to be entered into between
the Vendor and the successful bidder of the Bidding Exercise, in
relation to the transfer of the Target Stake

Delong Steel Limited

The directors of the Company as at the Latest Practicable Date
The extraordinary general meeting of the Company to be held
on 18 December 2017 at 55 Market Street, #03-01, Singapore
048941, notice of which is set out in this Circular

The Group and the Target Company upon the completion of the
Proposed Acquisition

Engineering, procurement and construction

Earnings per Share

The iron ore mine located in Fanqiao (%% & BEJEMFED") |
as described in the sub-section on “Exploration rights” set out in
Appendix | to this Circular

The final bid price for the Target Stake in the Bidding Exercise
Stirling Coleman Capital Limited

Has the meaning ascribed to it in Section 2.6.1 of this Circular
titled “Bidding process for the Proposed Acquisition’

Financial year ended or ending 31 December, as the case may be
Financial year ended 31 December 2014

Financial year ended 31 December 2015

Financial year ended 31 December 2016

Golden Top Group Limited

The Company and its subsidiaries

Honest Joy International Ltd

Beijing Datang Tianjian Assets Appraisal Co. Ltd (b5t KR KA
FHEPEE A R A F]). The Independent Valuer is a limited liability
company incorporated on 30 December 2005 and its current legal
representative is Mr. Zhao Zhengping. The Independent Valuer is
mainly engaged in various types of assets assessment, enterprise
overall asset evaluation, or other asset evaluation or project

evaluation required by the market.

The Company’s indicative bid price range for the purposes of the
Bidding Exercise

24 November 2017, being the latest practicable date prior to the
despatch of this Circular



DEFINITIONS

“Listing Manual”

“Proposed JV”

“Market Day”

“Minimum Bid Price”

“MOU”

“NTA”
“PRC”

“PRC Counsel’

“Pre-Disclosure Invitation
Period”

“Proxy Form”

“SASAC”

“Securities Account”

“SFA”

“SGX-ST”

“Shareholders”

“Shares”

The listing manual of the SGX-ST, as amended, modified and/or
supplemented from time to time

The proposed joint venture between the Group, Shanghai Decent
Investment (Group) Co., Ltd (Ei#FFSEHRE (EF) GRAA)
and PT. Indonesia Morowali Industrial Park (ElJE& A S1EXFH 1L
B X T & A FR A7), pursuant to which they shall inter alia invest
and undertake the construction of a steel plant at Tsingshan Park
with an annual capacity of 3.5 million tonnes and incorporate
a joint venture company named PT. Dexin Steel Indonesia for
such purpose. Further details of the proposed joint venture are
contained in the Company’s circular dated 2 December 2017

A day on which the SGX-ST is open for trading of securities

Pursuant to the process set out in Section 2.6.2 of this Circular
titted “Bid Price”, the minimum bid price at RMB1,772,840,000 set
by the China Beijing Equity Exchange on 16 November 2017

The binding memorandum of understanding dated 10 May 2017
entered into between Delong Steel PRC and the Vendor in respect
of the Proposed Acquisition

Net tangible assets
People’s Republic of China

Zhong Xin Law Office (dtx{iAxZEHITFE S FT), the PRC legal
adviser to the Company in relation to the legal due diligence
conducted on the Target Company pursuant to the Proposed
Acquisition

Has the meaning ascribed to it in Section 2.6.1 of this Circular
titled “Bidding process for the Proposed Acquisition’

The proxy form in respect of the EGM as set out in this Circular

State-owned Assets Supervision and Administration Commission of
the State Council (45 Bt [E 45 ¥ 7 B E H R 2)

A securities account maintained by a Depositor with CDP but does
not include a securities sub-account maintained with a Depository
Agent

The Securities and Futures Act, Chapter 289 of Singapore, as
amended, modified and/or supplemented from time to time

Singapore Exchange Securities Trading Limited

Registered holders of Shares in the Register of Members of the
Company, except that where the registered holder is CDP, the term
“Shareholders” shall, in relation to such Shares, mean the persons
named as Depositors in the Depository Register maintained by
CDP and whose Securities Accounts are credited with the Shares

Ordinary shares in the capital of the Company



DEFINITIONS

“Steel Project” . The integrated steel plant to be operated by the Target Company
(upon the completion of its construction), and as described in the
sub-section on “Steel Project’ set out in Appendix | to this Circular

“Substantial Shareholder” : A person who has an interest (directly or indirectly) in not less than
five per cent (5.0%) of the total votes attached to all the voting
shares in the Company

“Target Company” : Anhui Shoukuang Dachang Metal Material Co., Ltd (Z# &8 K E
EIEM B R A )

“Target Company Due :  The due diligence exercise that was conducted on the Target

Diligence” Company by the Group

“Target Stake” : The 51% equity stake in the Target Company held by the Vendor

“Valuation Report’ . The asset valuation report dated 28 July 2017 issued by the

Independent Valuer. An English translation of the summary of
the Valuation Report is set out in Appendix Ill to this Circular for
Shareholders’ reference

“Valuer’s Valuation” . The value of the Target Stake of approximately RMB1,828,482,396,
based on the valuation conducted on the Target Company by the
Independent Valuer

“Vendor” : Beijing Shougang Mining Investment Co., Ltd. (b5 B 485 3% %
IR TR A F])
“Zhouji Mine” :  The iron ore mine located in Zhouji Town (fi#4#4), Huoqiu

County, Anhui Province, PRC, as described in the sub-section on
“Exploration rights” set out in Appendix | to this Circular

Currencies, Units and Others

“RMB” . Renminbi, the lawful currency of the PRC
“S$” and “cents” :  Singapore dollars and cents respectively
“%” or “per cent.” . Percentage or per centum

The terms “Depositor”’, “Depository Register’” and “Depository Agent” shall have the meanings
ascribed to them respectively in Section 81SF of the SFA.

Other capitalised terms are defined where they appear and have the respective meanings there indicated.

Words importing the singular shall, where applicable, include the plural and vice versa, and words
importing the masculine gender shall, where applicable, include the feminine and neuter genders.
References to persons shall, where applicable, include corporations.

Any reference in this Circular to any enactment is a reference to that enactment as for the time being
amended or re-enacted. Any word or term used in this Circular which is defined in the Companies Act,
the SFA, or the Listing Manual or any modification thereof and not otherwise defined in this Circular shall,
where applicable, have the meaning assigned to it under the Companies Act, the SFA, or the Listing
Manual or any modification thereof, as the case may be, unless otherwise provided.

The headings in this Circular are inserted for convenience only and shall be ignored in construing this
Circular.



DEFINITIONS

Any discrepancies in figures included in this Circular (if any) between the amounts listed and the totals
thereof are due to rounding. Accordingly, figures shown as totals in this Circular may not be an arithmetic
aggregation of the figures that precede them.

Any reference to a time of day and date in this Circular shall be a reference to Singapore time and date,
respectively, unless otherwise stated.



LETTER TO SHAREHOLDERS

DELONG HOLDINGS LIMITED

(Incorporated in the Republic of Singapore)
(Company Registration Number: 199705215G)

Board of Directors: Registered Office:
Ding Liguo (Executive Chairman) 55 Market Street
Wu Yujie (Executive Director) Level 10

Yuan Weimin (Non-Executive Director) Singapore 048941

Lai Hock Meng (Independent Director)
Wang Tianyi (Independent Director)
Wu Geng (Independent Director)

2 December 2017

To:

The Shareholders of Delong Holdings Limited

Dear Sir / Madam,

THE PROPOSED ACQUISITION OF 51% EQUITY STAKE IN ANHUI SHOUKUANG DACHANG METAL
MATERIAL CO., LTD BY THE COMPANY’S INDIRECT WHOLLY-OWNED SUBSIDIARY, DELONG
STEEL LIMITED (THE “PROPOSED ACQUISITION”)

2.2
2.21

INTRODUCTION

The purpose of this Circular is to provide Shareholders with the relevant information relating to,
and to seek their approval for, the Proposed Acquisition, at the forthcoming EGM to be held on
18 December 2017 at 10.30 a.m. (or as soon thereafter following the conclusion or adjournment
of the first extraordinary general meeting of the Company to be held at 9.30 a.m on the same day
and at the same place) at 55 Market Street, #03-01, Singapore 048941. The notice of the EGM is
set out on page N-1 of this Circular.

If you are in any doubt as to the course of action you should take, you should consult your
stockbroker, bank manager, solicitor, accountant or other professional adviser immediately.

The SGX-ST assumes no responsibility for the accuracy of any statements made, opinions
expressed or reports contained in this Circular.

THE PROPOSED ACQUISITION
Background

On 10 May 2017, the Company announced that the Company’s subsidiary, Delong Steel PRC,
had on 10 May 2017 entered into a binding MOU with the Vendor in relation to the proposed
acquisition by Delong Steel PRC of 51% of the equity stake in the Target Company from the
Vendor.

The Proposed Acquisition is expected to constitute a very substantial acquisition under Chapter
10 of the Listing Manual and is therefore subject to, amongst others, the approval of Shareholders.

Rationale for the Proposed Acquisition

Expansion of core business

The Proposed Acquisition presents a good opportunity for the Group to expand its core business,
being the manufacture and sale of hot-rolled steel coils, and serve as a new engine of growth for
the Company, so as to enhance long-term Shareholders’ value.



LETTER TO SHAREHOLDERS

222

2.2.3

224

One of the main contributing factors to the Group’s proposal to enter into the Proposed
Acquisition stems from the steelmaking situation in the PRC. As announced by the Company
on 18 January 2017, there are plans by the Hebei Province’s 12th National People Congress
to reduce steelmaking capacity in the Hebei Province in the PRC by 31.86 million tonnes in
2017, and to accelerate steelmaking capacity reduction efforts in the cities of Langfang, Baoding
and Zhangjiakou, which are located in the Hebei Province, in 2017. Accordingly, the Company
understands that steel mills which are located in the Hebei Province (and especially those
located within the affected cities under the Capacity Reduction Plans) are required to cease their
operations.

As announced by the Company previously on 22 August 2017, the Company had decided
to discontinue the operations of its indirect wholly-owned subsidiary, Aoyu Steel, completely in
August 2017, following the request received from the local PRC authorities to cease its steel-
making operations by September 2017 and the strike by Aoyu Steel's employees on its premises.
With the cessation of Aoyu Steel’s operations, the Company expects that the Group’s steel
production capacity in the PRC would be significantly reduced by one-third of its present capacity.
The Proposed Acquisition therefore presents a good opportunity for the Group to increase its
steel production capacity and also allows the Group to relocate its management staff and
workers, who have been rendered redundant since Aoyu Steel had stopped its operations. As at
the date of this Circular, all the steel mills in Langfang, Baoding and Zhangjiakou have ceased
their operations.

Diversification of production risks and products

Currently, the Group’s principal steel production facilities (save for the Proposed JV) are all
located in the northern area of the PRC, in Hebei Province, where the PRC government has
been actively carrying out programs aimed at tackling overcapacity and boosting efficiency
of the sector. Industrial pollution also remains a primary concern in the PRC and the ongoing
haze issue is also expected to have impact on the steel industry in terms of production and steel
transportation.

The Proposed Acquisition will not only enable the Group to own and operate another steel
production facility but also one located in a different area in PRC, namely Liu’an City in the Anhui
Province, which is located on the southern region of the PRC and is not an affected city under the
Capacity Reduction Plans.

The Steel Project, when operational, will be capable of producing steel bars and steel wire rods,
which will add to the range of steel products manufactured and sold by the Group.

Attractive location of the Steel Project

The Steel Project which is located in Liu’an City, Anhui Province, will be in close proximity to its
raw material source as the surrounding areas within Anhui Province are rich in mineral resources
such as iron ores.

Currently, the Company is not aware of any other steel manufacturing plant that is operating or
in the midst of being constructed, within a 300-500 kilometre radius of the Steel Project. This will
allow the Group to supply steel products to nearby construction and other industries requiring
steel materials competitively, i.e. lower transportation costs.

Recovery of steel prices in 2017

Steel prices had recovered and enjoyed a buoyant first half in 2017 driven by strong infrastructure
and property construction spending.
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While the operating outlook for the PRC steel industry is expected to remain challenging in
Northern PRC where the existing steel plants of the Group are located, the Proposed Acquisition
is in Southern PRC, where the market environment is more favourable and steel demand outstrips
supply. The Target Company is also one of only three new steel projects that the PRC authorities
have recently given permission to build new steel manufacturing plants in order to meet the
excess demand for steel in Southern PRC.

Other reasons

As at 30 September 2017, the Group has cash resources available for use (including excess
cash that has been used to acquire short-term financial products and notes receivable) amounting
to approximately RMB4.1 billion, which the Group intends to deploy for the purposes of joint
ventures, mergers and acquisitions. Accordingly, the Company has embarked on the Proposed JV.
Further, the Proposed Acquisition is being considered in light of the potential benefits that it may
bring to the Group as a whole. Please refer to Section 2.6.3 for details on the source of funding
for the Proposed Acquisition and the Proposed JV.

Information on the relevant parties

Information disclosed in this Circular relating to the Vendor and Anhui Dachang were based on
information provided by the Vendor following the signing of the MOU, as well as information that
were extracted from the National Enterprise Credit Information Publicity System ([EZ4ix\k{E H
{5 B A7K £45). Anhui Dachang is the 49% shareholder of the Target Company. The Company is
not able to conduct due diligence on Anhui Dachang because Anhui Dachang will not agree to
disclose their financial position to the Group or any third party potential bidder, when there is no
certainty as regards which party will successfully bid for the Target Stake. None of the Directors or
Controlling Shareholders are connected to Anhui Dachang.

Information disclosed in this Circular relating to the Target Company, including without limitation
the information set out in Appendix | to this Circular titled “Information relating to the Target
Company’, were based on information provided by the Vendor following the signing of the MOU,
as well as information from the due diligence conducted on the Target Company by the Group
(which is set out in further detail in Section 2.5 of this Circular titled “Target Company Due
Diligence”). As the Vendor’s 51% equity stake in the Target Company is considered to be
a PRC state-owned asset, the Proposed Acquisition is subject to an open tender process
conducted by the China Beijing Equity Exchange (It 5{/##(%Z 5 fit), as detailed below. Due
to the nature of this transaction, Shareholders should note that the breadth and depth of
information that the Vendor can and has provided to the Group (including its legal advisers
and/or other advisers) is limited and may not necessarily be complete.

Information on the Target Company

The Target Company was incorporated in the PRC on 24 March 2010 and is based in the Huogiu
Economic Development Zone (Z U BZ: 35 & [X) in Liu’an City, Anhui Province, PRC. As at the
Latest Practicable Date, the Target Company has a registered and paid-in capital of RMB3 billion,
and is 51% owned by the Vendor, and 49% owned by Anhui Dachang.

The Target Company was in the midst of constructing the Steel Project at the Anhui Huoqiu
Economic Development Zone, which upon completion, was expected to generate (i) an annual
iron production capacity of approximately 3.05 million tonnes; and (ii) an annual steel production
capacity of approximately 3.09 million tonnes, comprising (a) an annual steel bar production
capacity of approximately 1.8 million tonnes; and (b) an annual steel wire rod production capacity
of approximately 1.2 million tonnes. The construction of the Steel Project had ceased since 2014
due to insufficient funding. Accordingly, the Target Company has not commenced any business
operations since its incorporation as construction of the Steel Project has not completed, and the
future financial performance of the Target Company cannot be ascertained at this juncture.

Upon completion of the Proposed Acquisition and construction of the Steel Project, the Target

Company shall be principally engaged in the manufacture and sale of steel bars and steel wire
rods.

10
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To the best of the Directors’ knowledge, if Anhui Dachang is unable to contribute its share of the
funding, the Group has the ability to provide Anhui Dachang’s share of the funds to complete
the Steel Project. The Directors also do not foresee any difficulty in bringing in other investors
should the need arise as the Target Company is one of only three new steel projects that the PRC
authorities have recently given permission to build new steel manufacturing plants in Southern
PRC. Further details are set out in Section 2.6.4 of this Circular, titled “Additional funding
requirements of the Target Company to commence operations upon successful bid".

The net tangible asset value of the Target Company for FY2016 was approximately RMB2.92
billion based on the latest unaudited management accounts of the Target Company.

Further information on the Target Company and the Steel Project are set out in Appendix | to this
Circular titled “Information relating to the Target Company’.

Information on the Vendor

The Vendor is a state-owned limited liability company which is lawfully established and validly
existing under the laws of the PRC with a registered and paid-in capital of RMB1.364 billion.
Shougang Corporation (&4 /A7) owns 86.14% of the equity stake in the Vendor, and
the remaining 13.86% of the equity stake is owned by China Shougang International Trade &
Engineering Corporation (* [E 189 b5 %4 & T2 A #).

The Vendor is principally engaged in the business of investment management, investment
consulting, technology development, technology transfer, technical advice, technical training,
technical services, sale of mineral products, heavy vehicles, machinery and electrical equipment
and import and export of technology.

Information on Anhui Dachang

Anhui Dachang is a company incorporated in the PRC with a registered capital of RMB210.8
million and based in the Huogiu Economic Development Zone in Liu’an City, Anhui Province,
PRC. It is principally engaged in the business of mining, mineral processing and sales of iron ore.
The shareholders of Anhui Dachang are Ji Shaojie (30.17%), Ji Shaoqing (30.17%), Ji Shaobo
(30.17%) and Ji Lichang (9.49%), who are family members to each other, but are independent
third parties to the Directors and Controlling Shareholders.

Salient terms of the MOU

Due Diligence and Audit and Assessment on the Target Company

As the Vendor's 51% equity stake in the Target Company is deemed to be a PRC state-owned
asset, the Vendor was required to entrust a legally qualified third party authority with auditing and
assessing the Target Company and the Target Stake in accordance with the applicable PRC laws
and approved asset assessment procedures. Based on the results of the Audit and Assessment
Procedures, the Vendor shall then be allowed to transfer the Target Stake pursuant to the Bidding
Exercise at a price not lower than that derived from the results thereof.

Under the MOU, it was agreed that after completion of the Target Company Due Diligence and
the Audit and Assessment Procedures, Delong Steel PRC shall proceed to make a bid for the
Target Stake at a price not lower than the minimum bid price listed by the Vendor (subject to such
listed minimum bid price not being higher than the approved results of the Audit and Assessment
Procedures). As the Target Stake is considered state-owned property in the PRC, the Proposed
Acquisition is subject to an open tender process and there will be other bidders participating in
the Bidding Exercise.

As at the Latest Practicable Date, the Target Company Due Diligence and the Audit and
Assessment Procedures have completed, and the results of the Audit and Assessment
Procedures have been approved by the SASAC. Further details on the Target Company Due
Diligence and Bidding Exercise are set out in Sections 2.5 and 2.6.1 of this Circular, titled “Target
Company Due Diligence” and “Bidding process for the Proposed Acquisition’ respectively.

11
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2.4.4

2.4.5

2.5

Payment of RMB10 million

In accordance with the MOU, Delong Steel PRC had, on 10 May 2017, paid a sum of RMB10
million to the Vendor as a form of guarantee that Delong Steel PRC shall participate in the
Bidding Exercise in accordance with the terms of the MOU (the “Commitment Sum”).

Unless otherwise agreed in the MOU, Delong Steel PRC shall compensate the Vendor for the
costs in relation to the Audit and Assessment Procedures and professional legal fees if Delong
Steel PRC breaches the terms and conditions of the MOU and does not participate in the
Bidding Exercise, or withdraw its participation in the Bidding Exercise while the same is on-
going and terminates the MOU in writing. The Vendor shall then have the right to deduct payable
compensation costs from the Commitment Sum and give written notice to Delong Steel PRC to
terminate the MOU. The Vendor shall return any remaining amounts of the Commitment Sum to
Delong Steel PRC within 7 working days from the date when the Vendor gives the written notice
of termination of the MOU.

If Delong Steel PRC participates in the Bidding Exercise but fails to successfully bid for the Target
Stake, the Vendor shall return all of the Commitment Sum to Delong Steel PRC within 7 working
days from the close of the Bidding Exercise and the MOU will be terminated. If Delong Steel PRC
successfully bids for the Target Stake and signs a formal agreement for the transfer of the Target
Stake, the Commitment Sum shall be deemed to form part of the cost or performance obligation
to be paid or performed by Delong Steel PRC in the purchase of the Target Stake.

The Vendor shall promptly inform Delong Steel PRC in writing and return the full amount of
the Commitment Sum to Delong Steel PRC as soon as possible if the MOU terminates due to
reasons arising from or in connection with the Vendor.

Termination
Amongst others, Delong Steel PRC shall have the right to terminate the MOU in the following

circumstances:

(a) in the event that the minimum bid price listed by the Vendor in the Bidding Exercise is
higher than the approved results of the Audit and Assessment Procedures; and

(b)  unless otherwise agreed in the MOU, in the event that the Target Stake is not acquired by
Delong Steel PRC due to reasons that are not attributable to Delong Steel PRC.

Term

As the Audit and Assessment Procedures have completed, pursuant to the MOU, the terms
therein will automatically be extended to the completion of the transfer of the Target Stake, unless
any party terminates the MOU in advance in accordance to the terms and conditions of the MOU,
or both parties have signed any other specific agreements and terminated the MOU in connection
therewith.

Definitive Agreement

In the event that Delong Steel PRC makes a successful bid for the Target Stake, the parties shall
then sign a definitive share transfer agreement in relation to the transfer of the Target Stake.

Target Company Due Diligence

In order to evaluate and assess the Target Company, the Company had engaged a professional
law firm to conduct legal due diligence on the Target Company, and had also constituted several
teams internally to conduct financial and operational due diligence on the Target Company.
Further information on the foregoing is set out below.
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2.5.3

Legal due diligence

Zhong Xin Law Office (db&iThszE/)ifiZE % fir) was commissioned by Delong Steel PRC to
perform legal due diligence on the Target Company in order to inter alia raise any possible legal
issues in respect of the Target Company.

Zhong Xin Law Office is a big-scale comprehensive law firm in PRC and is currently under the
administration of the Bureau of Justice of Beijing city. It currently has more than 80 practitioners
under its employment, including a number of senior lawyers, and these lawyers have diverse
qualifications and experience in legal practice.’

The legal due diligence exercise had covered the following areas:

(a) Basic information on the Target Company, including but not limited to, the details of
incorporation, the identity of the legal representative, the current shareholding structure and
proportion, and the registered business activities;

(b)  Changes to the Target Company since incorporation, including but not limited to changes to
the management structure and registered capital of the Target Company;

(c) Permits, licences and approvals received by the Target Company in relation to the Steel
Project;

(d)  Major assets of the Target Company;
(e)  Material contracts which the Target Company had entered into; and
(f) Material litigation involving the Target Company.

The legal due diligence report prepared by Zhong Xin Law Office had been considered by the
Board in, amongst others, assessing the legal risks of the Target Company, appraising the
prospects of the Target Company and arriving at the Indicative Bidding Range.

Financial due diligence

The Company had formed a team within its finance department to internally assess and
conduct financial due diligence on the Target Company. The team comprises 5 members and is
spearheaded by Mr. Cheng Daoyong, the Finance Manager of Delong Steel PRC, and Mr. Yao
Zhiwei, the Accounts Manager of Delong Steel PRC. Mr. Cheng holds a Bachelor in Finance from
the Beijing Institute of Technology and Mr. Yao holds a Bachelor in Accountancy from the Beijing
Institute of Technology.

The internal report detailing inter alia the results of the financial due diligence exercise had been
considered by the Board in, amongst others, appraising the prospects of the Target Company and
arriving at the Indicative Bidding Range.

Operational due diligence

The Company had also formed another team to internally assess and conduct operational due
diligence on the Target Company. The team comprises 5 members, and is led by Mr. Wang Da,
the Deputy Operations Manager of Delong Steel PRC, and. Mr. Wang Jiewen, the Operations
Manager of Delong Steel PRC. Mr. Wang Da holds a Bachelor in Siderology from the North China
University of Science and Technology and Mr. Wang Jiewen holds a Bachelor in Metallurgical
Engineering from the Hebei University of Science and Technology.

The team had, on multiple occasions, conducted on-site inspection of the Steel Project during the
course of the operational due diligence exercise. The internal report detailing inter alia the results
of the operational due diligence exercise has been considered by the Board in, amongst others,
appraising the prospects of the Target Company and arriving at the Indicative Bidding Range.

' Zhong Xin Law Office. (n.d.). Retrieved from http://www.zhongxinlaw.com/en_zx/aboutus.htm
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2.6

2.6.1

Other key matters relating to the Proposed Acquisition

The other key matters relating to the Proposed Acquisition are set out below.

Bidding process for the Proposed Acquisition

The Company proposes to procure Delong Steel PRC to acquire the Target Stake through an
open tender process to be conducted by the China Beijing Equity Exchange (Jb5{=%5 5 FT) in
accordance with the prescribed legal procedures under the applicable PRC laws and regulations.
Subject to Delong Steel PRC having been confirmed by the China Beijing Equity Exchange as the
successful transferee in the Bidding Exercise, the Vendor and Delong Steel PRC will then enter
into a Definitive Agreement and obtain the necessary consents and approvals of the relevant PRC
governmental authorities to effect the Proposed Acquisition where required.

A summary of the Bidding Exercise to be conducted by China Beijing Equity Exchange in relation
to the Target Stake is as follows:

Pre-disclosure phase

(@)

(b)

(©)

(d)

As the transfer of the Target Stake will result in an actual change in control of the Target
Company, the Vendor is required to pre-disclose certain relevant information and materials
to the China Beijing Equity Exchange within 10 working days after the approval of the
proposed transfer of the Target Stake is obtained, to enable the China Beijing Equity
Exchange to assess and examine such pre-disclosure information and materials.

An announcement relating to the pre-disclosure information will be released publicly
if, based on its examination, the China Beijing Equity Exchange is satisfied that the
pre-disclosure information and materials furnished by the Vendor fulfill the relevant
requirements. Such announcement will be accessible on the China Beijing Equity
Exchange’s website for no less than 20 working days from the day it is first posted on the
website (the “Pre-Disclosure Invitation Period”). Further, such announcement will contain
certain information, including but not limited to:

(i) basic information on the Target Company;
(i)  the existing shareholding structure of the Target Company;
(i)  the approval status of the transfer of the Target Stake;

(iv) the key financial information on the Target Company derived from the Target
Company’s audited accounts for the most recently completed financial year, as well
as the latest financial statements for the current financial year;

(v) if applicable, a list of the qualifying conditions and requirements required of the
prospective transferee(s); and

(vi)  any other matters which needs to be disclosed.

During the Pre-Disclosure Invitation Period, the Vendor will accept and respond to any
interested purchaser’s (not just Delong Steel PRC) queries. In addition, through the China
Beijing Equity Exchange, interested purchasers may also review the relevant materials
related to the contents of the announcement. Interested purchasers who have the initial
intention to participate in the subsequent process may then register with the China Beijing
Equity Exchange.

Within 5 working days after the expiry of the Pre-Disclosure Invitation Period, the China

Beijing Equity Exchange will furnish the Vendor with a preliminary list of the interested
purchasers who have registered with them.
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(e)

For the avoidance of doubt, the aforementioned procedures set out in (a) to (d) above have
to be completed before the process enters into the formal disclosure phase as the transfer
of the Target Stake will result in an actual change in control of the Target Company.

Formal disclosure phase

(f)

()

(h)

U

0

(k)

Similar to the procedures during the pre-disclosure phase, the China Beijing Equity
Exchange will first assess and examine the relevant information and materials provided by
the Vendor (through its broker) in the formal disclosure phase.

Upon the China Beijing Equity Exchange being satisfied with its examination, an
announcement will then be released publicly, which will be accessible on the China Beijing
Equity Exchange’s website for no less than 20 working days from the day it is first posted
on the website (the “Formal Invitation Period”). Such announcement will contain certain
information, including but not limited to:

(i) all the information that was disclosed in the public announcement released during
the pre-disclosure phase;

(i)  the minimum bid price and the conditions of the transaction;

(i)  whether the existing management of the Target Company will continue to stay as
management after the transfer, and whether the existing shareholder (being Anhui
Dachang) has waived its right of first refusal in respect of the Target Stake;

(iv)  the mode of bidding and the related judgment criteria; and
(v)  any other matters which needs to be disclosed.

The Vendor may include in such announcement the requirement to pay a bidding deposit
and the mode of such payment.

While the China Beijing Equity Exchange will determine when the Formal Invitation Period
will expire based on the circumstances then subsisting, it is usually the case that such
period will not exceed the time period of 20 working days beginning from the day on which
the announcement is publicly released.

During the Formal Invitation Period, any interested purchaser will, through its broker,
submit its application for the purchase of the Target Stake and such information, documents
and/or materials as required, for the China Beijing Equity Exchange’s holistic review
and examination. The China Beijing Equity Exchange will register the information of all
interested purchasers who wish to purchase the Transfer Stake.

The interested purchasers will be required to pay the bidding deposit within the time period
stipulated in the announcement, failing which the relevant interested purchaser will be
deemed to have withdrawn its right to participate in the subsequent tender process.

Within 5 working days after the expiry of the Formal Invitation Period, the China Beijing
Equity Exchange will furnish the Vendor with the full list of the interested purchasers who
have registered with them during the Formal Invitation Period, together with their written
opinion on the suitability of each interested purchaser.

Within 5 working days after being provided with the information set out in (i) above, the
Vendor will be required to formally respond to the China Beijing Equity Exchange on its
own opinion on the suitability of the interested purchasers. If the Vendor does not formally
respond by the aforementioned timeline, it will be deemed to have accepted the China
Beijing Equity Exchange’s opinion. In the event that the Vendor and the China Beijing
Equity Exchange differ in their respective opinions, the committee which initially approved
the transfer of the Target Stake will determine the suitability of the interested purchasers.
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) After discussions with the Vendor, the China Beijing Equity Exchange will then formally
notify the interested purchasers of the results of the suitability assessment.

Tender process

(m) At this stage, the China Beijing Equity Exchange will conduct the tender process in
accordance with the mode of bidding stated in the announcement released in the formal
disclosure phase, and the rules and regulations that are applicable to such mode of
bidding.

(n) A successful bidder will be determined at the end of the tender process.

A summary of the process that will take place after the conclusion of the Bidding Exercise is as
follows:

(o) The Vendor and the successful bidder will promptly enter into a Definitive Agreement in
accordance with the announcement released during the formal disclosure phase. For the
avoidance of doubt, the parties will not be able to terminate or amend the terms of the
Definitive Agreement at this juncture.

(p) Ideally, within 5 working days after the Definitive Agreement comes into effect, the
successful bidder should pay the full amount of the Final Bid Price to a designated account
of China Beijing Equity Exchange. However, as this may pose difficulties to the successful
bidder, the successful bidder can also choose to pay in instalments as follows:

() not less than 30% of the Final Bid Price within 5 working days after the Definitive
Agreement comes into effect; and

(i)  the balance of the Final Bid Price (together with applicable interest) within a year
from the day the Definitive Agreement comes into effect.

The successful bidder will be required to provide a legally enforceable guarantee to the Vendor in
respect of payment of the balance of the Final Bid Price.

(q) After the China Beijing Equity Exchange has issued the certificate of transfer, a public
announcement will be made on inter alia the valuation of the Target Company and the Final

Bid Price.

Purely for illustration purposes only, the indicative timeline for the Bidding Exercise is likely as

follows:

23 August 2017 : Start of the Pre-Disclosure Invitation Period

Mid-September 2017 : Submission of the results of the Audit and Assessment
Procedures to the SASAC for approval. The SASAC will
need at least 20 working days to review the relevant
documents?

19 September 2017 : Conclusion of the Pre-Disclosure Invitation Period?

2 As at the date of this Circular, the SASAC has approved the results of the Audit Assessment Procedures and the Pre-Disclosure
Invitation Period has been concluded.
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Mid-November 2017 : (a)  Start of the Formal Invitation Period (i.e. when inter
(assuming that the SASAC alia the minimum bid price would be announced)
approves of the results of

the Audit and Assessment (b)  Subjecttothe approval of the SASAC being obtained,
Procedures within 20 working the approved results of the Audit and Assessment
days) Procedures would be publicly released?®
Mid-December 2017 : Conclusion of the Formal Invitation Period / Formal
(“X”) notification to the interested purchaser(s) which are

qualified to participate in the subsequent tender process*

X + 3 working days : Payment of the bidding deposit of RMB531.85 million®

Assuming that there are more than 1 interested purchasers that are qualified for the subsequent
tender process,

January 2018 : The open tender process
Mid- / End-January 2018 : Announcement on the winning bidder and bid released
(“Y!!)

Assuming that Delong Steel PRC is the successful bidder,

End-January 2018/ : Execution of definitive share transfer agreement
Early-February 2018
(Y + 5 working days)

Y + 10 working days : Payment of the remaining portion of the Final Bid Price
(after deduction for the Commitment Sum)

Mid-February 2018 : Issue of the certificate of transfer of the Target Stake

2.6.2 Bid price

Pursuant to the process set out in Section 2.6.1 of this Circular titled “Bidding process for the
Proposed Acquisition”, the China Beijing Equity Exchange has, on 16 November 2017, set
the minimum bid price at RMB1,772,840,000 (the “Minimum Bid Price”). Notwithstanding the
foregoing, the Group had commissioned the Independent Valuer to value the Target Company
and the findings of the valuation is set out in the Valuation Report. An English translation of the
summary of the Valuation Report is appended as Appendix Il to this Circular. Based on the
Valuation Report dated 28 July 2017, the Target Company is valued at RMB3,585,259,600 as
at 30 April 2017. Accordingly, the value of the Target Stake is approximately RMB1,828,482,396.
The basis of the valuation is the asset-based approach, which utilises the balance sheet of
the appraised enterprise on the appraisal base date to conduct a reasonable appraisal of the
fair value of each of the various assets and liabilities, so as to determine the net value of the
appraised enterprise.

3 As at the date of this Circular, the Formal Invitation Period has commenced with effect from 17 November 2017, and will conclude
in 20 working days, i.e. 14 December 2017.

4 The Company currently intends to submit its bid for the Target Stake on or before 14 December 2017, being the deadline for the
Formal Invitation Period. Notwithstanding the foregoing, the Company will only make the necessary payment of the bidding deposit
after Shareholders’ approval has been obtained at the EGM.

5In the event that Delong Steel PRC is not the successful bidder, the bidding deposit shall be refunded in full without interest.
Notwithstanding the foregoing, Delong Steel PRC shall not be refunded the bidding deposit if: (1) Delong Steel PRC had withdrawn
its application at any time after payment of the bidding deposit, (2) in the situation where there is more than 1 interested purchasers
qualified for the subsequent tender process (including Delong Steel PRC), Delong Steel PRC had (a) failed to attend the tender
process or (b) failed to participate in the tender process despite its attendance in the same, (3) Delong Steel PRC had failed to sign
the definitive share transfer agreement and/or made the required payments within the stipulated period, and/or (4) Delong Steel
PRC had breached the relevant laws or regulations in relation to the bidding deposit.
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2.6.3

Below is a summary of the asset valuation results as broken down into the main asset classes:

RMB’000
Asset Classes Book Value Valuation
Cash and Cash Equivalents 394,754.30 394,754.30
Other receivables 506,031.60 506,031.60
Steel Project (net of liabilities) 838,538.70 1,078,712.90
Land use right 254,538.40 363,026.60
Iron ore mine exploratory licence 687,918.90 1,170,137.80
Intangible assets 6.60 4,075.20
Deferred tax assets 68,521.30 68,521.30
Total Assets 2,750,309.80 3,585,259.70

Shareholders should note that the independent valuation commissioned by the Group is
for the Group’s reference purposes only and is not authoritative in determining the value
of the Target Company as the Valuation Report has not been reviewed nor endorsed by
the SASAC. Accordingly, the Valuer’s Valuation has no bearing on the minimum bid price
listed in the Bidding Exercise (which is based on the results of the Audit and Assessment
Procedures approved by the SASAC).

The Company’s Indicative Bidding Range for the purposes of the Bidding Exercise is between
the Minimum Bid Price, which represents approximately 97% of the Valuer's Valuation, and
approximately RMB2,194,179,000, which represents approximately 120% of the Valuer’s
Valuation. The management of Delong Steel PRC and/or the Company will use its best
endeavours to act in the best interests of the Group, the Company and its Shareholders, to bid for
the Target Stake within the Indicative Bidding Range.

The other considerations that the Board had taken into account in determining the Indicative
Bidding Range are as follows, amongst others:

(1)  the actual financial condition of the Target Company;

(2) the future prospects of the Target Company;

(3) the results of the legal due diligence conducted on the Target Company by the PRC
Counsel, Zhong Xin Law Office, in particular the type, nature and quantity of legal issues

raised;

(4) the results of the operational and financial due diligence conducted on the Target Company;
and

(5) several key factors that would affect the final bidding result, including but not limited to the
dynamic nature of the open bidding process and potentially fierce competition that may
arise, as well as the value and synergies of the Target Company’s business to the Group as
a whole.

Source of funds for the Proposed Acquisition and Proposed JV

The Group’s bid price (to be submitted) at the Bidding Exercise will be financed from the Group’s
internal cash resources and/or external bank borrowings.
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As at 30 September 2017, the Group has cash resources available for use (including excess
cash that has been used to acquire short-term financial products and notes receivable) amounting
to approximately RMB4.1 billion. After setting aside the cash required for the Proposed JV of
approximately RMBO0.8 billion, the Group still has approximately RMB3.3 billion of cash resources
available for deployment to fund the Proposed Acquisition and subsequent funding requirements
of the Target Company.

As at 30 September 2017, the Group has available bank credit facilities amounting to RMB1.4
billion which are not yet utilised. This amount does not include any undrawn bank credit limits
under Aoyu Steel. These bank credit facilities will be available for draw down for the purpose
of financing the Proposed Acquisition and/or the additional funding requirement for the Target
Company in relation to the Steel Project, if required.

The Group’s contribution to the Proposed JV of approximately USD427.5 million will be funded
from internal resources or through long-term bank project loan facilities up to a maximum of
70% of the total investment amount. As at the date of this Circular, the amount of USD128.25
million has been set aside in a separate bank account, the operating instructions of which will
designate that any withdrawal from such bank account shall be approved by joint signatories
comprising an independent director of the Company. In the event that any corporate guarantees
are required for third party financing, the shareholders of the joint venture company will provide
corporate guarantees in proportion to their equity interests in the Proposed JV. As at the date of
this Circular, the Agricultural Bank of China (“ABC”) has also provided a letter of intent stating
that ABC will provide a loan of up to USD665.0 million to Delong Steel Singapore Projects Pte.
Ltd. in respect of the Proposed JV. Accordingly, there will be sufficient funds for the Company to
complete the Proposed JV. As and when funds are disbursed for the Proposed JV, the Company
will make an announcement to update Shareholders, and concurrently obtain the relevant
verification from its auditors on the use of such funds.

Additional funding requirements of the Target Company to commence operations upon successful
bid

The Company expects that the Target Company will require approximately RMB6.9 billion in order
to complete the construction and equipment installation of the Steel Project and to commence
operations.

The following factors were taken into consideration in arriving at the estimated figure of RMB6.9
billion:

(a) the aggregate value of existing contracts with contractors and equipment suppliers
for the construction and equipment installation respectively of the Steel Project, being
approximately RMB6.47 billion;

(b)  miscellaneous expenses, including but not limited to expenses in relation to the conduct
of feasibility studies, procurement of professional technical advice, prospecting expenses
in relation to public infrastructure around the Steel Project such as roads, and power and
water supply engineering, being approximately RMB260.91 million; and

(c) the exploration licence fees in respect of the Fangiao Mine and Zhouji Mine as well as the
compensation fees applicable thereto, being approximately RMB163.93 million.

The estimated amount required of RMB6.9 billion will be financed by the Target Company through
one or more of the following methods:

(a) project financing, for example, EPC financing and bank project financing facilities;
(b)  capital contribution from shareholders;

(c)  external bank borrowings;
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2.6.5

(d)  further share issuances; and/or
(e) internal resources, if available.

As at the date of this Circular, to the best knowledge of the Directors, the Target Company had
entered into EPC contracts with the existing contractors of the Steel Project, and the effectiveness
of such contracts are subject to and conditional upon the Group successfully acquiring the Target
Stake.

Based on these EPC contracts, the EPC contractors will provide EPC financing of up to 50% of
the total construction costs amounting to approximately RMB3.5 billion at the outset, and such
amounts will only be repayable by the Target Company within 2 years after the Steel Project
commence operations. The Target Company intends to repay such EPC financing when they
fall due, using cash generated from operations and proceeds from long-term project financing
facilities.

Assuming that the remaining amount required of approximately RMB3.5 billion is to be fully
funded by the shareholders, the Company expects Anhui Dachang and the Group to contribute to
such amount in proportion to their shareholdings in the Target Company. Accordingly, the Group’s
contribution will be approximately RMB1.75 billion (based on the Group’s pro-rated contribution
as a 51% shareholder of the Target Company following completion of the Proposed Acquisition).
Based on the cash resources available to the Group shown under Section 2.6.3 titled “Source of
funds for the Proposed Acquisition and Proposed JV’ above, the Group should have sufficient
cash resources to finance its share of the additional funding requirements of the Target Company.
Further, in the event that bank financing is employed and the lending bank(s) require corporate
guarantees to be given as security for the credit facilities, it is expected that Delong Steel PRC
and Anhui Dachang will provide such corporate guarantees in accordance with their shareholding
proportion.

Should Anhui Dachang be unable to contribute their portion of the equity contribution (i.e. up to
RMB1.75 billion), this additional portion may be offered to other investors (including the Group)
and Anhui Dachang’s shareholdings in the Target Company will be diluted accordingly. Please
refer to Section 2.6.3 titled “Source of funds for the Proposed Acquisition and Proposed JV’ for
further details on the cash resources and banking facilities available to the Group to finance Anhui
Dachang’s portion of the equity contribution, if necessary.

Based on the unaudited management accounts of the Target Company for the financial year
ended 31 December 2016, the Target Company has cash and cash equivalents of approximately
RMB412.8 million as at 31 December 2016. Accordingly, in the event that the Group successfully
acquires the Target Stake, it is intended that the internal resources of the Target Company will
be applied towards inter alia the resumption of construction of the Steel Project. Please refer to
Appendix | to this Circular for a summary of the financial information on the Target Company.

Barring any unforeseen circumstances, the construction and installation of the equipment for the
Steel Project is expected to take approximately 8 months to complete upon the resumption of
construction.

Management team

The Group had set up a team of suitably qualified personnel with a diversity of experience ranging
from finance to steel manufacturing to assess and evaluate the Proposed Acquisition, as well
as manage all matters arising from or in connection with the Proposed Acquisition. If the Target
Stake is transferred to the Group, it is envisaged that there will be a management reshuffle in
the Target Company as the Group will be appointing several key personnel, whether from the
aforementioned team or otherwise, to lead the management of the Target Company, namely Mr.
Wau Yujie, Mr. Kan Yonghai and Ms. Lan Jihong.
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Information on Mr. Wu

Mr. Wu is an Executive Director of the Company and also the General Manager of Aoyu Steel
and was responsible for overseeing the operations of Aoyu Steel. From 2011 to 2014, Mr. Wu was
General Manager of Xingtai Delong Machinery and Mill Roll Co., Ltd. Between 2007 to 2011, Mr.
Wu was General Manager of Tangshan Hengan Enterprises Co., Ltd. Between 2004 and 2006,
Mr. Wu was administration manager of Delong Steel PRC. Prior to that, Mr. Wu was a deputy
general manager in charge of administration with Xingtai Delong Iron & Steel Co., Ltd from 2000
to 2004, and the head of the finance department of Tangshan Liguo Enterprises Group Co., Ltd
from 1998 to 2000.

Mr. Wu holds a diploma in economic management from the Hebei Economic Management
College, PRC.

Information on Mr. Kan

Mr. Kan had been working for the Group since May 2012. In particular, Mr. Kan was promoted to
deputy general manager in February 2017 and is in charge of the following areas of operation
(amongst others): production operations, engineering and technical enhancement, mergers and
acquisitions, business expansion, safety and environmental protection. From March 2007 to May
2012, Mr. Kan was the General Manager in Cangzhou Railway Equipment Materials Co., Ltd. (%
A v N R4k 45+ R R /A 7]) and had managed the construction, operations and production
line of a 6 million tonne steel plant for the company. From March 2003 to March 2007, Mr. Kan
had worked for Handan Crossbar Steel Co., Ltd. (HE#FZAHE40Ek 4 B A 7)) where he had managed
the construction, operations and production line of a 2.6 million tonne steel plant for the company.
He had assumed the position of deputy general manager and subsequently, general manager,
when he worked for Handan Crossbar Steel Co., Ltd. (HE#F 05408k 4 BR 22 7). From April 1999 to
February 2003, Mr. Kan was a rolling mill manager at Tangshan Jianlong Industrial Co., Ltd (/L
a2l Sl A BR A #]). From April 1994 to April 1999, Mr. Kan had worked in Tianjin steel rolling five
factory (REETT AL 1) ).

Mr. Kan graduated from Tianjian University with a bachelor’'s degree in automation studies in
1986. He obtained a master’s degree in automation studies from the University Of Science and
Technology Beijing in 1994.

Information on Ms. Lan

Ms. Lan Jihong is the Chief Financial Officer of the Company. She joined the Group in 2005 and
is responsible for all of its financial and accounting matters. Prior to that, Ms. Lan was a Finance
Manager of BHA Aero Composite Parts Co., Ltd (China) between March 2003 and June 2005.
From September 1999 to March 2003, Ms. Lan was a Financial Controller of Magnequench
(Tianjin) Co., Ltd (China). Between August 1996 and September 1999, she was an assistant
Finance Manager with Fourth Shift Asia Computer Co., Ltd (China). From August 1991 to March
1996, Ms. Lan was an Accountant at Tianjin Automobile Corporation Co., Ltd (China).

Ms. Lan received a Bachelor of Accountancy from the Tianjin Finance & Economic University,
PRC in 1991. She had obtained a master's degree in Management from the Nankai University,
PRC in 2005, and an Executive Master of Business Administration degree from Peking University,
PRC in 2011.

In addition, as set out in Section 2.2 of this Circular titled “Rationale for the Proposed Acquisition”,
the Group also intends to relocate the existing management staff and workers of Aoyu Steel to
the Target Company once operations commence.

The Group will also evaluate the manpower and expertise requirements of the Target Company on

a continuing basis, and may employ suitably qualified employees and experienced professionals
whenever required to manage the Target Company’s business.
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2.6.6

2.6.7

2.7

Potential collaboration with Anhui Dachang

From the Group’s perspective, it is envisaged that Anhui Dachang will be able to provide the
following forms of assistance in the potential collaboration between the Group and Anhui Dachang
in managing the Target Company (if the Group successfully acquires the Target Stake):

(a) as Anhui Dachang has been operating in Liu’an City for many years and is familiar with
the local conditions, they will be of great assistance in the correspondences with the local
authorities in relation to the outstanding issues regarding, amongst others, the approvals for
the Steel Project and the land use permits; and

(b) as Anhui Dachang is principally engaged in the business of mining, mineral processing
and sales of iron ore, they will be able to provide the necessary resources (including but
not limited to iron ore and dolomite) for the production process when the Target Company
commences operations.

Further, as the Group has been in the business of steel production for many years, it is expected
that the Group will be able to provide the necessary management personnel, manpower and
technical expertise in managing the Target Company with Anhui Dachang.

Further information on the Exploration Rights owned by the Target Company

As mentioned in the sub-section on “Exploration rights” set out in Appendix | to this Circular, the
Target Company had merely entered into agreements with 2 separate parties in relation to the
transfer of the exploration rights to the Fangiao Mine and Zhouji Mine respectively to the Target
Company, and no development of the mines has taken place. There are no current plans for the
development of the mines.

Risk factors associated with the Proposed Acquisition

To the best of the Board’s knowledge and belief, all the risk factors that are material to
Shareholders and prospective investors in making an informed judgment on the Proposed
Acquisition are set out below. Shareholders should carefully consider and evaluate each of the
following risks and all other information contained in this Circular before deciding whether to vote
in favour of the Proposed Acquisition.

The risks described below are not exhaustive. There may be additional risks not presently known
to the Company, or that the Company may currently deem immaterial, which could affect the
Group’s operations. If any such risks develop into an actual eventuality, the business, operations,
financial performance and prospects of the Group may potentially be materially and adversely
affected.

The Enlarged Group may not be able to secure sufficient funding for the costs and
expenses required by the Target Company to commence operations

As set out in Section 2.6.4 of this Circular titled “Additional funding requirements of the Target
Company to commence operations upon successful bid’, the Enlarged Group will likely finance
the future funding requirements of the Target Company through a combination of methods,
including external financing such as bank borrowings and project financing.

Also, as set out in this same Section 2.6.4 of this Circular, as the Group did not perform any
due diligence with regards to Anhui Dachang, should Anhui Dachang be unable to contribute its
portion of the equity contribution (i.e. up to RMB1.75 billion), the Group may have to provide for
Anhui Dachang’s share of the funds to complete the Steel Project through its internal sources of
funds and external financing.

Should the Enlarged Group be unable to secure sufficient funding, through internally generated
cash flows and/or external financing, to complete the construction of the Steel Project, the
construction of the Steel Project may be delayed and as a result the Target Company is not able
to commence operations, the Enlarged Group’s financial performance and operating cash flows
may be adversely affected.
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The Target Company is required to obtain, maintain and/or renew certain licences, permits
and/or approvals to conduct its business and operations

The Target Company requires various licences, permits and/or approvals from the relevant PRC
governmental authorities and agencies to conduct its business and operations. These licences,
permits and/or approvals include general corporate, manpower, environmental and other licences,
permits and/or approvals. The Target Company must renew its licences, permits and/or approvals
as they expire, as well as obtain new licences, permits and/or approvals when required. There is
no assurance or guarantee that the relevant PRC governmental authorities will issue or renew
the licences, permits and/or approvals that the Target Company requires or will not revoke its
existing licences, permits and/or approvals for whatever reason or within the timeframe the Target
Company anticipates or at all. A failure to obtain or renew, or a loss of, any significant licence,
permit and/or approval that the Target Company requires to conduct its business and operations
could have a material adverse effect on its business, financial performance, financial condition,
results of operations and prospects.

Please refer to the section on “Permits, approvals and registrations” and the sub-section on “Land
use rights” set out in Appendix | to this Circular for further information. In particular, in relation to
the licences, permits and/or approvals to be obtained or which have expired, while an application
and/or application to seek extension/ renewal of validity will be put forth if the Group successfully
acquires the Target Stake, there is no assurance or guarantee that such application will be
successful.

As disclosed in Appendix | to this Circular, the PRC Counsel, Zhong Xin Law Office, has
advised that with respect to the validity of the permits, licences, and approvals, as the relevant
requirements and procedures relating to the commencement of the construction have been
duly complied with, the Steel Project as a whole does not have the risk of being discontinued.
However, the PRC Counsel had also in its legal due diligence report, advised the Group that as
the Target Company had ceased construction activities since 2014, some of the permits, licences
and/or approvals obtained have expired or certain conditions in some of the permits, licences
and/or approvals obtained had not been fulfilled, and therefore upon successful bid of the Target
Company, the Group should apply to the relevant government authorities to seek confirmation on
the validity or extension/renewal of such permits, licences and/or approvals.

Based on the aforementioned advice of the PRC Counsel, the Company had conducted its own
assessment on the likelihood of obtaining the necessary permits, licences and/or approvals or
extension/ renewal of the same including (1) seeking representations from the Target Company
on its discussions with the relevant governmental authorities with regard to them using their
best endeavours to assist the Target Company to obtain the necessary permits, licences and/or
approvals, or to extend or renew the validity of such permits, licences and/or approvals, and (2)
communicating directly with the People’s Government of Liu’an on numerous occasions in relation
to the same matter.

The Target Company’s land use rights may be forfeited by the PRC Government if the
Target Company fails to comply with the terms of the land grant contracts

Under PRC laws, if a developer fails to comply with or develop land according to the terms of
the land grant contract (including those relating to payment of fees, land use or the schedule
for commencement and completion of the development of the land), the relevant government
authority may issue a warning to or impose a penalty on the developer or forfeit the land use
rights granted to the developer. There can be no assurance that circumstances leading to a
possible breach of terms of the land grant contract, for example, a delay in the payment of the
land grant fees or delay in the commencement of the development of the land from the stipulated
date of commencement in the land grant contract, will not arise or forfeiture action will not be
taken by the relevant authorities in the future. Therefore, if the Target Company is affected by
circumstances which would lead to a breach of the terms of the land grant contract and lead
to the Target Company’s land being forfeited by the PRC Government, the Target Company’s
business and prospects will be adversely affected.
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As disclosed in the sub-section on “Land use rights” set out in Appendix | to this Circular, the
terms of the 7 land grant contracts that the Target Company had entered into state that, amongst
others, if the Target Company fails to commence or complete construction in accordance with
the dates stipulated therein, or does not seek extension of the relevant dates, it shall be liable
to pay liquidated damages amounting to 1/1000 of the consideration price for each day of delay,
currently estimated to be approximately RMB367,867,440 (as at 24 November 2017). Accordingly,
as construction of the Steel Project has stalled since 2014 and the Target Company had not
sought any consent for extension of time, there is no assurance or guarantee that the relevant
governmental authorities would not enforce the relevant terms in the land grant contracts and/
or impose penalties or other consequences (including but not limited to revoking the land use
permits that have been issued, withholding land use permits for the land use rights granted, and
revoking the land use rights already granted) in respect of the 7 land parcels.

The Target Company may not be able to obtain the land use rights for the land which are
outside the designated land parcels for which it has land use rights over

As disclosed in the sub-section on “Land use rights” set out in Appendix | to this Circular, the
Target Company is currently occupying about 1 Mu of land outside the designated land parcels
which it has land use rights over. There is no assurance or guarantee that the relevant PRC
governmental authorities will grant the land use rights over such land to the Target Company. If
the Target Company does not obtain the land use rights over such land, the Target Company may
be exposed to various risks such as possible ejection, which could adversely affect the Target
Company’s business and prospects.

Further, the office building which the Target Company is currently using, as well as the land use
rights over the land on which the building is situated on, are currently owned by Anhui Dachang,
and not the Target Company. In addition, the land use rights over several land parcels within the
Target Company’s designated land area belong to Anhui Dachang as well. While Anhui Dachang
had verbally agreed to transfer the relevant land use rights and property rights to the Target
Company in due course, there is no assurance or guarantee that Anhui Dachang will complete
the transfer or transfer such land use rights and property rights to the Target Company at an
acceptable consideration.

The Target Company may face claims from and disputes with third parties that may result
in adverse outcomes

The Target Company may have disputes with third parties (including without limitation contractors
(including contractors who may have successfully tendered for the project but with whom the
Target Company has not entered into definitive contracts) and/or suppliers) which may not be
resolved amicably. In such event, these third parties may make corresponding claims against
the Target Company. In the event that such claims are successfully made against the Target
Company, it may have to pay damages and/or be subject to legal or arbitration proceedings,
which may result in an adverse impact on its profitability, financial performance and corporate
reputation. This may in turn adversely affect the business, financial condition and prospects of the
Enlarged Group.

Save as disclosed in the section on “Material litigation” set out in Appendix | to this Circular, to
the best of the Directors’ knowledge, the Target Company is not, as at the Latest Practicable
Date, engaged in any legal or arbitration proceedings (either as plaintiff or defendant) which may
have a material effect on the Target Company’s financial position or profitability. Further, save as
disclosed in the sub-section on “Steel Projecf’ and the section on “Material contracts” set out in
Appendix | to this Circular, to the best knowledge of the Directors, the Target Company has not,
as at the Latest Practicable Date, entered into any other contracts which may potentially give rise
to a claim that may have a material effect on the Target Company’s financial position or prospects.
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The Enlarged Group may be exposed to a range of construction risks relating to the
construction of the Steel Project

The time and costs required to complete the construction of the Steel Project may be subject to
extensions and increases due to many factors, among others, shortages of or increase in prices
of construction materials, performance risks, change in market conditions, difficulties in obtaining
relevant permits or certifications from the relevant authorities (if required) and other unforeseeable
circumstances.

Any of such factors may lead to delays in or prevent the completion of the construction of the
Steel Project and result in costs significantly exceeding those budgeted for which the Enlarged
Group may not be adequately compensated for by way of insurance or contractual indemnities.
In such an event, the Enlarged Group’s financial performance may be materially and adversely
affected.

The Target Company may be locked into contracts with terms that do not reflect present
conditions

As advised by PRC Counsel, Zhong Xin Law Office, as the construction of the Steel Project
has stalled for several years, there could have been changes in circumstances since the related
contracts were first entered into (for example, change in market price of raw materials). However,
if the terms of such contracts are substantively altered to reflect present conditions, there is a risk
of infringing applicable laws relating to the initial bidding of the contractors for the construction
contract, which could result in such contracts becoming void and/or attract penalty charges.
Accordingly, if the Target Company is locked into contracts with terms that are less favourable
than present conditions or circumstances, the financial position of the Target Company may be
materially affected.

The Target Company may not have valid exploration rights to the Fanqiao Mine and Zhouji
Mine in order to conduct its exploration activities

The Target Company had entered into agreements with 2 separate parties in relation to the
transfer of the exploration rights to the Fangiao Mine and Zhouji Mine respectively to the Target
Company. Further details on the foregoing is disclosed in the sub-section on “Exploration rights”
set out in Appendix | to this Circular.

The Company had been advised by PRC Counsel, Zhong Xin Law Office, that the exploration
rights to the Fangiao Mine and Zhouji Mine had not been obtained through proper legal
procedures as the transactions were undervalued. Accordingly, the exploration permit that was
already obtained (but which had expired) in respect of the Fangiao Mine may be revoked and the
signed contracts of transfer (relating to the transfer of the exploration right to the Fangiao Mine
and Zhouji Mine respectively to the Target Company) may become void. There is no assurance or
guarantee that the Target Company will be able to legalise these transactions and the prospects
of the Target Company may be materially affected in such scenario.

The Target Company is required to obtain, maintain and/or renew certain licences, permits
and/or approvals to conduct its exploration activities

Assuming that the Target Company has valid exploration rights to the Fangiao Mine and the
Zhouji Mine, the Target Company still requires various licences, permits and/or approvals from the
relevant PRC governmental authorities and agencies to conduct its exploration activities on these
iron ore mines. Further details on the foregoing is disclosed in the sub-section on “Exploration
rights” set out in Appendix | to this Circular.

While an application to apply for and/or seek renewal of validity of the exploration permits in
respect of the 2 iron ore mines and/or all necessary licences, permits and/or approvals relating
to exploration and/or exploration activities will be put forth in due course if the Group successfully
acquires the Target Stake, there can be no assurance that the Target Company will be able to
obtain and/or renew such licences, permits and/or approvals in a timely manner or at all. Failure
to do so could have a material adverse effect on the Target Company’s business, prospects,
financial condition and results of operations.
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The Target Company may be susceptible to exploration risks in relation to the preliminary
exploration work intended to be conducted on the Fanqgiao Mine and Zhouji Mine, and may
incur additional exploration costs in the event that such preliminary exploration work does
not yield any meaningful results

Exploration is a high risk activity that requires large amounts of expenditure over extended
periods of time. The Target Company’s preliminary exploration activities (which would only be
undertaken if the Target Company successfully obtains and/or renews the required exploration
permits, licences and/or approvals as set out in the sub-section on “Exploration rights” set out
in Appendix | to this Circular) are subject to all the hazards and risks normally encountered in
the exploration of iron ore deposits, including climatic conditions, hazards of operating vehicles
and plant, risks associated with operating in remote areas and other similar considerations.
Conclusions drawn during such preliminary exploration work are subject to the uncertainties
associated with all sampling techniques and to the risk of incorrect interpretation of geological,
geochemical, geophysical, and other data. There is no guarantee that the time and money spent
on conducting preliminary exploration work on the iron ore mines will result in any tangible or
meaningful results justifying the Target Company’s further exploration, development and
exploitation of the iron ore mines. The Enlarged Group may need to incur additional costs and
expenses to further explore, develop and exploit the iron ore mines. Approval will be sought from
Shareholders should the Enlarged Group decide to pursue mining activities in respect of these
mines.

Uncertain changes in the PRC governmental rules and policies will make it difficult for the
Enlarged Group to predict and have an impact on the Enlarged Group’s business

From time to time, changes in the rules and policies or the implementation of PRC government
rules and policies (including without limitation the PRC government measures highlighted
under Section 2.2 of this Circular titled “Rationale for the Proposed Acquisition”) may have an
impact on the Enlarged Group’s assets and business, or may require the Enlarged Group
to obtain additional approvals and licences for the conduct of its operations in PRC. In such
event, the Enlarged Group may need to incur additional expenses in order to accommodate
such changes or to comply with such requirements. This will in turn affect the Enlarged Group’s
financial performance as the business cost will increase. Furthermore, as such changes in PRC
government rules and policies are uncertain and difficult to predict, in the event that the Enlarged
Group is not able to respond on a timely and effective basis, its operations and business as well
as its overall financial performance will be affected.

The Target Company has no prior track record and operating history

As the Target Company does not have any operating history in carrying out the business of
manufacture and sale of steel bars and steel wire rods, there is no assurance that the business
of the Target Company proposed to be conducted (after construction of the Steel Project is
completed) will be commercially successful and that the Enlarged Group will be able to derive
sufficient revenue to offset the capital and start-up costs as well as operating costs arising from
such business. Further, while the Group has experience in carrying out the steel business in the
Hebei Province (since the Group has 2 production facilities, Delong Steel PRC and Aoyu Steel
(which has ceased operations), both of which are located in the Hebei Province), it has no proven
track record in conducting the same in Anhui Province, which is located in a different region of
PRC from Hebei Province.

If the Enlarged Group does not derive sufficient revenue from or is not able to manage the costs

of the business of the Target Company effectively, the overall financial position and profitability of
the Enlarged Group may be adversely affected.
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The Enlarged Group is subject to risks associated with counterparties

If Delong Steel PRC successfully acquires the Target Stake, the Group will be managing the
Target Company jointly with Anhui Dachang, or other joint venture partners which may come
on-board in the future. Such joint venture may involve risks, including the inability to perform
or non-performance by the joint venture partners of their obligations under the shareholders’
agreement or joint venture agreements (if any), and disagreements and/or disputes with the joint
venture partners leading to delays in the progress of the construction of the Steel Project and/
or the operations of the Target Company. There is no assurance that the Enlarged Group will not
encounter such risks in the future which may have a material adverse effect on the business,
financial condition, results of operations and prospects of the Enlarged Group.

The Target Company is required to comply extensively with the PRC environmental
laws and regulations in its manufacturing operations, and changes in those laws and
regulations or their interpretation or implementation, or unanticipated environmental
effects from its operations, could require the Group to incur new or increased costs

The Target Company is subject to PRC environmental and health and safety laws, regulations
and other legal requirements promulgated by the relevant PRC governmental authorities. These
laws govern aspects of the Target Company’s steel manufacturing operations, such as, amongst
others, the discharge of substances into the air and water. The costs associated with complying
with these laws and environmental standards and procedures will affect the Target Company’s
production costs. In addition, any increase in the Target Company’s compliance requirements due
to the enactment of new laws or regulations or changes in the interpretation or implementation
of existing laws and regulations will increase its production costs or loss of revenue which may,
in turn, have a material adverse effect on its business, financial performance, financial condition,
results of operations and prospects.

The Target Company may be susceptible to operating risks common to the steel industry
and which may result in losses and claims against the Enlarged Group for which the
Enlarged Group may not have sufficient insurance coverage

Following the completion of the construction of the Steel Project and the commencement of
its operations, the Target Company may be susceptible to operating risks common to the steel
industry, including but not limited to increase in operating costs due to inflation, increase in labour
costs and other expenses as well as adverse fluctuations of international pricing. Other industry
operating risks include the risk of fire, explosions, blow-outs, abnormal geological formations,
severe seismic activities, flooding, extended interruptions due to inclement or hazardous
weather conditions, natural disasters and environmental hazards such as gas leaks, ruptures
or discharges of toxic gases. The occurrence of any of these risks and hazards could result in
substantial losses to the Group due to injury or loss of life, severe damage to or destruction of
property, natural resources and equipment, pollution or other environmental damage, clean-up
responsibilities, regulatory investigation and penalties and suspension of operations. Such losses
may have a material adverse effect on the Enlarged Group’s business, financial performance,
financial condition, results of operations and prospects. Damage occurring as a result of such
risks may give rise to claims against the Enlarged Group which may not be covered, in whole or
in part, by insurance. While the Enlarged Group intends to and will endeavour to obtain sufficient
insurance coverage for its business, certain types of losses and/or claims such as acts of God,
acts of terrorism, war and civil disorder are generally very costly to insure against and it may not
be practical, cost-effective or within its financial ability to obtain sufficient insurance coverage, if
at all, for such losses and/or claims. In the event such losses and/or claims are not adequately
covered, if at all, by insurance, its business, financial performance, financial condition, results of
operations and prospects of the Enlarged Group may be materially and adversely affected.
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2.8

The Target Company depends on certain key property, plant and equipment (after they
have been constructed) to conduct its business operations

The Target Company’s business operations depend on certain key property, plant and equipment
(such as the Steel Project, after it has been constructed) and other general infrastructure and
equipment. There is no assurance that these key property, plant and equipment will not suffer
damage or operational difficulties during the course of the Target Company’s operations. In the
event any significant damage or operational difficulties occur and the Target Company is not able
to carry out the necessary rectifications, repairs or replacements in a timely manner or at all
due to any reasons, such as lack of adequate funds or lack of supply, such significant damage
or operational difficulties could have a material and adverse effect on its business, financial
performance, financial condition, results of operations and prospects.

Relative figures for the Proposed Acquisition under Chapter 10 of the Listing Manual

Assuming that the aggregate consideration for the Proposed Acquisition is the Minimum Bid
Price, the relative figures for the Proposed Acquisition computed on the bases set out in Rule
1006(b)" and Rule 1006(c)" of the Listing Manual is as follows:

Rule 1006(b) The net profits attributable to the assets acquired or disposed 0%
of, compared with the Group’s net profits

Rule 1006(c) The aggregate consideration for the Proposed Acquisition, 116.4%
compared with the Group’s market capitalisation(2)

Notes:

(1)  Rules 1006(a) and (e) of the Listing Manual are not applicable as they only apply to a disposal of assets. Rule
1006(b) of the Listing Manual is not applicable as the Target Company was dormant in FY2016 and therefore,
there were no net profits attributable to the Target Company for FY2016. Rule 1006(d) of the Listing Manual is not
applicable as the Company will not be issuing equity securities as consideration for the Proposed Acquisition.

(2) The market capitalisation of the Company of approximately S$310,715,000 is determined by multiplying the
110,182,709 shares in issue by the volume-weighted average price of the shares of S$2.82 on the Latest Practicable
Date. The calculation is based on the exchange rate of S$1.00:RMB4.90 as at the Latest Practicable Date.

Assuming that the aggregate consideration for the Proposed Acquisition is the maximum price of
the Indicative Bidding Range, the relative figure for the Proposed Acquisition computed on the
base set out in Rule 1006(c) of the Listing Manual is as follows:

Rule 1006(c) The aggregate consideration for the Proposed Acquisition, 144.1%
compared with the Group’s market capitalisation

Assuming that the aggregate consideration for the Proposed Acquisition comprises (a) the
Minimum Bid Price and (b) the estimated sum required to be contributed by the Group for
the Target Company to commence operations of approximately RMB1.75 billion (based on the
Group’s pro-rated contribution as a 51% shareholder of the Target Company following completion
of the Proposed Acquisition), the relative figure for the Proposed Acquisition computed on the
base set out in Rule 1006(c) of the Listing Manual is as follows:

Rule 1006(c) The aggregate consideration for the Proposed Acquisition, 232.0%
compared with the Group’s market capitalisation

Assuming that the aggregate consideration for the Proposed Acquisition comprises (a) the
maximum price of the Indicative Bidding Range and (b) the estimated sum required to be
contributed by the Group for the Target Company to commence operations of approximately
RMB1.75 billion (based on the Group’s pro-rated contribution as a 51% shareholder of the Target
Company following completion of the Proposed Acquisition), the relative figure for the Proposed
Acquisition computed on the base set out in Rule 1006(c) of the Listing Manual is as follows:

Rule 1006(c) The aggregate consideration for the Proposed Acquisition, 259.7%
compared with the Group’s market capitalisation
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2.9

2.9.1

Based on the relative figures derived under Rule 1006(c) for the above situations, the Proposed
Acquisition will most likely be regarded as a “very substantial acquisition” as defined in Rule 1015
of the Listing Manual and is subject to, amongst others, the approval of the Shareholders.

Financial effects of the Proposed Acquisition and the Proposed JV

For illustrative purposes only and based on the audited consolidated financial statements of the
Group for FY2016, the financial effects of the Proposed Acquisition on (i) the net tangible assets;
and (ii) the earnings per share of the Group are as set out below, assuming that completion of the
Proposed Acquisition and the Proposed JV took place, in respect of profit and loss statements, on
1 January 2016, and in respect of balance sheets, on 31 December 2016.

The following key assumptions were made in relation to the Proposed Acquisition and the
Proposed JV:

(1)  The purchase consideration is satisfied by the Company’s internal resources;

(2) The acquisition-related costs relating to the Proposed Acquisition are assumed to be
RMB2.5 million;

(8) The interest expense arising from bank borrowing is assumed to be based on an interest
rate of 5% per annum®;

(4) The Company’s pro-rated contribution as a shareholder of the Target Company following
completion of the Proposed Acquisition of the construction costs (less EPC financing
portion) relating to the Steel Project is assumed to be RMB1.75 billion and will be financed
entirely by the Company’s internal resources;

(5) The difference between the cost of acquisition and the fair values of the net assets (based
on the valuation amount) acquired is accounted as goodwill/bargain purchase. Goodwill
is not amortised but is reviewed for impairment annually or more frequently if events or
changes in circumstances indicate that it might be impaired. Bargain purchase gains are
recognised in full at the point of acquisition; and

(6) The Group’s contributions to the Proposed JV are satisfied by the Company’s internal
resources (i.e. 30%) and bank borrowings (i.e. 70%).

Note:
(1)  The base interest rate for PRC banks is approximately 4.35% to 4.75%.

NTA
As at FY2016 After the After the Proposed Acquisition
Proposed JV and the Proposed JV
Minimum Bid | Maximum price
Price of Indicative
Bid Range
NTA (RMB’000) 2,542,931 2,542,931 2,596,073 2,174,734M
Number of Shares 110,182,709 110,182,709 110,182,709 110,182,709
NTA per Share
(RMB) 23.08 23.08 23.56 19.74
Notes:

(1)  After taking into account goodwill arising from the Proposed Acquisition.

(2)  Included bargain purchase gain arising from the Proposed Acquisition
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2.9.3

2.10

EPS
As at FY2016 After the After the Proposed Acquisition
Proposed JV and the Proposed JV
Minimum Bid | Maximum price
Price of Indicative
Bid Range
Net profit
attributable to 213,030 112,781 165,923 110,281
equity holders
(RMB’000)
Weighted average | 444 455 709 110,182,709 110,182,709 110,182,709
number of shares
Earnings per
share(RMB) 1.93 1.02 1.51 1.00
Note:
(1) Included bargain purchase gain arising from the Proposed Acquisition.
Gearing

For illustrative purposes only and based on the audited consolidated financial statements of
the Group for FY2016 and the assumptions as herein stated above, the financial effects of the
Proposed Acquisition on net gearing ratio of the Group are as set out below.

As at FY2016 After the After the Proposed Acquisition
Proposed JV and the Proposed JV
Minimum Bid | Maximum price
Price of Indicative
Bid Range
i ioM
z\#?:n%i?””g ratio 0.51 1.63 1.64 1.68

For illustrative purposes only and based on the latest unaudited consolidated financial statements
of the Group for the financial period ended 30 September 2017 and the assumptions as herein
stated above, the financial effects of the Proposed Acquisition on net gearing ratio are as set out
below.

As at 30 After the After the Proposed Acquisition
September Proposed JV and the Proposed JV
2017
0 Minimum Bid Maximum price
Price of Indicative
Bid Range
i ioM
Net gearing ratio Nil 0.61 0.73 0.74
(Times)
Note:

(1) Net gearing ratio is calculated as net debt divided by total equity. Net debt is calculated as borrowings (including
notes payables) less cash and cash equivalents, as well as bank balances pledged.
Directors’ service contracts

No person is proposed to be appointed as a Director of the Company or any of its subsidiaries
in connection with the Proposed Acquisition. Accordingly, no service contract is proposed to be
entered into between the Company and any such person.
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2.11

Moratorium Undertakings

The Proposed Acquisition, being within the ambit of Rule 1015 of the Listing Manual, is subject
to the moratorium requirements specified in Rules 227, 228 and 229 of the Listing Manual. Rule
1015(3)(c) provides that the moratorium requirements specified in Rules 227, 228 and 229 are
applicable to the following persons:

(a) the existing Controlling Shareholders and their associates; and
(b)  persons who will become a Controlling Shareholder and their associates.

Such persons are required to provide an undertaking to maintain the relevant person’s effective
interest in the securities under the moratorium during the moratorium period of six months.

As set out in Section 3 of this Circular titled “Interests of Directors and Substantial Shareholders”,
Best Decade Holdings Limited, Golden Top Group Limited, Honest Joy International Ltd, Mr.
Ding Liguo, Madam Zhao Jing, Evraz S.A Group, EVRAZ plc and Lanebrook Limited are the
Controlling Shareholders of the Company.

Accordingly, in compliance with the moratorium requirements specified in Rule 229 of the Listing
Manual, the parties named herein below have executed a Deed of Moratorium Undertaking in
favour of the Company:

(i) Best Decade Holdings Limited has irrevocably and unconditionally agreed and undertaken
that, for the period commencing from the date of the undertaking and until a date falling six
(6) months from the date of completion of the Proposed Acquisition (“Moratorium Period”),
it will not offer, pledge, sell, contract to sell, sell any option or contract to purchase, grant
any option, right or warrant to purchase, lend, enter into any contract that will directly
or indirectly constitute or will be deemed as a disposal of, hypothecate or encumber or
otherwise transfer or dispose of, directly or indirectly, any part of its interests in the issued
share capital of the Company (“Moratorium Shares”);

(i)  Golden Top Group Limited, being the holder of 100% of the entire equity interests of Best
Decade Holdings Limited, has irrevocably and unconditionally agreed and undertaken
that, for the Moratorium Period, it will not offer, pledge, sell, contract to sell, sell any option
or contract to purchase, grant any option, right or warrant to purchase, lend, enter into
any contract that will directly or indirectly constitute or will be deemed as a disposal of,
hypothecate or encumber or otherwise transfer or dispose of, directly or indirectly, any part
of its interests in the issued share capital of Best Decade Holdings Limited;

(i)  Honest Joy International Ltd, being the holder of 100% of the entire equity interests of
Golden Top Group Limited, has irrevocably and unconditionally agreed and undertaken
that, for the Moratorium Period, it will not offer, pledge, sell, contract to sell, sell any option
or contract to purchase, grant any option, right or warrant to purchase, lend, enter into
any contract that will directly or indirectly constitute or will be deemed as a disposal of,
hypothecate or encumber or otherwise transfer or dispose of, directly or indirectly, any part
of its interests in the issued share capital of Golden Top Group Limited;

(iv)  Mr. Ding Liguo, the Executive Chairman of the Company, and Madam Zhao Jing, being the
holders of 70% and 30% respectively of the equity interests of Honest Joy International Ltd,
have each irrevocably and unconditionally agreed and undertaken that, for the Moratorium
Period, he or she (as the case may be) will not offer, pledge, sell, contract to sell, sell any
option or contract to purchase, grant any option, right or warrant to purchase, lend, enter
into any contract that will directly or indirectly constitute or will be deemed as a disposal
of, hypothecate or encumber or otherwise transfer or dispose of, directly or indirectly, any
part of his or her (as the case may be) interests in the issued share capital of Honest Joy
International Ltd.
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While Evraz S.A Group, EVRAZ plc and Lanebrook Limited (the “Evraz Group”) collectively
hold directly or indirectly 15% or more of the total number of issued shares in the Company,
the ultimate beneficial owners of the Evraz Group are Roman Abramovich, Alexanger Abramov,
Alexander Frolov, Gennady Kozovoy, Alexander Vagin and Eugene Shvidler, whom the Company
understands to be purely financial investors with no capacity to dominate decision-making in
relation to the financial and operating policies of the Company. As such, Rule 229 of the Listing
Manual does not apply to the Evraz Group and neither the Evraz Group nor its ultimate owners
are required to provide the Moratorium Undertakings.

INTERESTS OF DIRECTORS AND SUBSTANTIAL SHAREHOLDERS

As at the Latest Practicable Date, the interest of the Directors and Substantial Shareholders in the
Shares as recorded in the Register of Directors’ Shareholdings and the Register of Substantial
Shareholdings of the Company are set out below:

Direct Interest Deemed Interest Total Interest
Number of %M Number of %M Number of %M
Shares Shares Shares
Name of Director:
Ding Liguo - - 64,163,500“ | 58.23 64,163,500 58.23
Name of Substantial Shareholders (other than Director):
Best Decade 64,163,500 58.23 - - 64,163,500 58.23
Holdings
Limited
Golden Top Group - - 64,163,500@ | 58.23 64,163,500 58.23
Limited
Honest Joy - - 64,163,500® | 58.23 64,163,500 58.23
International Ltd
Zhao Jing - - 64,163,500% | 58.23 64,163,500 58.23
Evraz S.A Group 16,570,799 | 15.04 - - 16,570,799 15.04
EVRAZ plc - - 16,570,799%® | 15.04 16,570,799 15.04
Lanebrook Limited - - 16,570,799® | 15.04 16,570,799 15.04
Notes:

(1)  The percentage of Shares held is calculated based on 110,182,709 issued Shares as at the Latest Practicable Date.

(2)  Golden Top owns 100% of the share capital in Best Decade and is therefore deemed to be interested in the Shares
held by Best Decade.

(3) Honest Joy owns 100% of the share capital in Golden Top and is therefore deemed to be interested in the Shares
held by Best Decade.

(4)  Mr Ding Liguo and Madam Zhao Jing hold 70% and 30% respectively of the share capital in Honest Joy. They are
therefore deemed interested in the Shares held by Best Decade.

(5) EVRAZ plc owns 100% of the share capital in Evraz S.A. Group and is therefore deemed to be interested in the
Shares held by Evraz S.A Group.

(6) Lanebrook is the major shareholder of EVRAZ plc and is therefore deemed interested in the Shares held by Evraz
S.A Group.

(7)  Shares are held through nominee account.
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6.2

Save as disclosed in this Section 3, none of the Directors or Substantial Shareholders has an
interest, direct or indirect, in the Proposed Acquisition.

DIRECTORS’ RECOMMENDATION

Having considered, inter alia, the rationale for and terms of the Proposed Acquisition, the
Reporting Accountants’ report set out in Appendix Il to this Circular, and the Valuation Report,
the Directors are of the opinion that the Proposed Acquisition is in the interests of the Company.
Accordingly, the Directors recommend that Shareholders vote in favor of the ordinary resolution
relating to the Proposed Acquisition to be proposed at the EGM.

Mr. Ding Liguo, the Executive Chairman and Controlling Shareholder of the Company, has
irrevocably undertaken to vote his entire direct and deemed interests in the Company in favour of
the resolution relating to the Proposed Acquisition at the EGM.

EXTRAORDINARY GENERAL MEETING

The EGM, notice of which is set out on page N-1 of this Circular, will be held at 55 Market Street,
#03-01, Singapore 048941, on 18 December 2017 at 10.30 a.m. (or as soon thereafter following
the conclusion or adjournment of the first extraordinary general meeting of the Company to be
held at 9.30 a.m on the same day and at the same place) for the purpose of considering and, if
thought fit, passing with or without modifications the ordinary resolution set out in the notice of the
EGM.

ACTIONS TO BE TAKEN BY SHAREHOLDERS
Appointment of Proxies

Shareholders who are unable to attend the EGM and who wish to appoint a proxy or proxies
to attend and vote on their behalf will find attached to this Circular, a Proxy Form which they
are requested to complete, sign and return in accordance with the instructions printed thereon
as soon as possible and, in any event, so as to arrive at the Company’s registered office at 55
Market Street, Level 10, Singapore 048941 not less than 48 hours before the time appointed for
the holding of the EGM. The completion and return of a proxy form by a Shareholder does not
preclude him from attending and voting in person at the EGM if he subsequently wishes to do so
in place of his proxy.

Depositors

A Depositor shall not be regarded as a Shareholder entitled to attend the EGM and to speak and
vote at the EGM unless he is shown to have Shares entered against his name in the Depository
Register as at 72 hours before the time appointed for the EGM, as certified by CDP to the
Company.

DIRECTORS’ RESPONSIBILITY STATEMENT

The Directors collectively and individually accept full responsibility for the accuracy of the
information given in this Circular and confirm after making all reasonable enquiries that, to the
best of their knowledge and belief, this Circular constitutes full and true disclosure of all material
facts about the Proposed Acquisition, the Vendor, the Target Company, the Company, and its
subsidiaries, and the Directors are not aware of any facts the omission of which would make any
statement in this Circular misleading.

Where information in this Circular has been extracted from published or otherwise publicly
available sources or obtained from a named source, the sole responsibility of the Directors has
been to ensure that such information has been accurately and correctly extracted from those
sources and/or reproduced in this Circular in its proper form and context.
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9.2

9.3

9.4

10.

FINANCIAL ADVISER’S RESPONSIBILITY STATEMENT

To the best of the Financial Adviser's knowledge and belief, this Circular constitutes full and true
disclosure of all material facts about the Proposed Acquisition, the Company and its subsidiaries,
and the Financial Adviser is not aware of any facts the omission of which would make any
statement in this Circular misleading.

For the avoidance of doubt, Stirling Coleman Capital Limited is the Financial Adviser in respect of
the Proposed Acquisition only and does not act in any capacity in respect of the Proposed JV.

CONSENTS

Stirling Coleman Capital Limited, the Financial Adviser to the Company in respect of the
Proposed Acquisition, has given and has not withdrawn its written consent to the issue of this
Circular with the inclusion of its name and all references to its name in the form and context in
which it appears in this Circular and to act in such capacity in relation to this Circular.

Zhong Xin Law Office (Jb&{Ti Az @i %5 FT), the PRC Counsel to the Company in relation to
the due diligence conducted on the Target Company pursuant to Proposed Acquisition, has given
and has not withdrawn its written consent to the issue of this Circular with the inclusion of its
name and all references to its name in the form and context in which it appears in this Circular
and to act in such capacity in relation to this Circular.

Deloitte & Touche LLP, the Independent Auditors of the Company and Reporting Accountants to
the Company, has given and has not withdrawn its written consent to the issue of this Circular
with the inclusion of the “Independent Auditors’ Report on the Consolidated Financial Statements
for the Years Ended 31 December 2014, 2015 and 2016” and the “Reporting Accountants’ Report
On The Compilation Of Unaudited Pro Forma Financial Information Of The Enlarged Group For
The Financial Years Ended 31 December 2014, 2015 And 2016” set out in Appendix Il to this
Circular, and references to its name in the form and context in which they appear in this Circular
and to act in such capacity in relation to this Circular.

Beijing Datang Tianjian Assets Appraisal Co. Ltd (db5{ K KA % iP5 G R A ), the
Independent Valuer commissioned by the Company in relation to the Proposed Acquisition, has
given and has not withdrawn its written consent to the issue of this Circular with the inclusion of a
summary of the Valuation Report as Appendix Il to this Circular, and references to its name in the
form and context in which it appears in this Circular and the summary of the Valuation Report and
to act in such capacity in relation to this Circular.

DOCUMENTS AVAILABLE FOR INSPECTION

Copies of the following documents may be inspected at the registered office of the Company at
55 Market Street, Level 10, Singapore 048941, during normal business hours from the date of this
Circular up to and including the date of the EGM:

(a) the Constitution;

(b)  the MOU;

(c) the Deeds of Moratorium Undertaking referred to in Section 2.11 of this Circular titled
“Moratorium Undertakings”;

(d)  the annual report of the Company for FY2014, FY2015 and FY2016;

34



LETTER TO SHAREHOLDERS

(e) the “Independent Auditors’ Report on the Consolidated Financial Statements for the Years
Ended 31 December 2014, 2015 and 2016” and the “Reporting Accountants’ Report On
The Compilation Of Unaudited Pro Forma Financial Information Of The Enlarged Group For
The Financial Years Ended 31 December 2014, 2015 And 2016”, as set out in Appendix Il
to this Circular; and

) the Valuation Report.

11. ADDITIONAL INFORMATION

Your attention is drawn to the additional information set out in the appendices to this Circular.

Yours faithfully
For and on behalf of the Board of Directors of
DELONG HOLDINGS LIMITED

Ding Liguo
Executive Chairman
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APPENDIX | — INFORMATION RELATING TO THE TARGET COMPANY

Information disclosed in this Circular relating to the Target Company, including without limitation the
information set out in this Appendix |, were based on information provided by the Vendor following the
signing of the MOU, as well as information from the due diligence conducted on the Target Company
by the Group (which is set out in further detail in Section 2.5 of this Circular titled “Target Company Due
Diligence”). As the Target Stake is considered to be a PRC state-owned asset, the Proposed Acquisition
is subject to an open tender process conducted by the China Beijing Equity Exchange (It HU5 5%
fiT). Due to the nature of this transaction, Shareholders should note that the breadth and depth of
information that the Vendor can and has provided to the Group (including its legal advisers and/or
other advisers) is limited and may not necessarily be complete.

1. BACKGROUND AND HISTORY

The Target Company is a company established in the PRC with limited liability. It was incorporated
on 24 March 2010 with its registered office at the Anhui Huogiu Economic Development Zone (%
FEIZ B & IX) in PRC. The registered and paid-in capital of the Target Company is RMB3 billion
as at the Latest Practicable Date.

As at the Latest Practicable Date, the Target Company’s registered business activities include,
amongst others, iron and steel smelting, steel rolling and sales; production and sale of iron ore,
iron ore powder, sinter, pellets, coke and by-products; processing, utilization and sale of waste by-
products generated in the industrial production process; and sale of building materials. For those
registered business activities which require specific approvals from the relevant PRC authorities,
the Target Company will have to obtain the requisite approvals before undertaking such activities.

Based on a general search of the records of the Market Supervision and Administration Bureau (£
737 B B 5 22 1Y), the shares in the Target Company have not been pledged, frozen or subject
to any unusual circumstances.

2. MANAGEMENT STRUCTURE

To the best of the Directors’ knowledge, the Target Company is currently managed by Li Hongge,
who is also the legal representative of the Target Company. Li Hongge is supported by the other
directors, namely Ji Shaobo, Wang Ziting, Feng Guoqing, Ji Shaojie, Ji Shaoqing, and the Board of
Supervisors which comprises Ji Lichang, Han Chunlin and Lin Dongmei.

Upon the completion of the Proposed Acquisition, the Company intends to replace Li Hongge with
the Company’s Executive Chairman Ding Liguo as the legal representative of the Target Company.
The Company will also have the right to appoint 4 directors while Anhui Dachang will be entitled to
appoint 3 directors to the board of directors of the Target Company.

Please refer to Section 2.6.5 of this Circular titled “Management team” which sets out the
Company’s plans in relation to the management structure of the Target Company in the event that
the Group successfully acquires the Target Stake.

3. PERMITS, APPROVALS AND REGISTRATIONS

To the best knowledge of the Directors, the Target Company had obtained the following permits,
licences, and approvals for the construction of the Steel Project and/or commencement of
operations:
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Issuing Date of Validity

No. Authority Issued Document Purpose Issue Period

1. National Reply about Approval given for 23 May 2011 | Not
Development Preliminary the commencement Applicable™
and Reform Work of Huoqiu of preliminary work
Commission Iron Mine Deep on the Steel Project
(HZ K &ML | Processing 5 R P R il ik
R4 Project of Anhui T H I R A TAE

Shoukuang
Dachang Metal
Material Co., Ltd.
KT LZHENKE
EIEM B R A
B BRI 35
H FF IR0 0 T 1
EE:

2. Land Letter about To grant the Target | 4 July 2011 Not
Resources Limited Allocation | Company priority Applicable®
Bureau of of Auxiliary in the allocation of
People’s Material to Iron the reserves from
Government of | Mine Deep dolomite mine and
Huoqiu County | Processing limestone mine
(O E N | Project — No. VA i PR W i )

FPE %) | HGTZH[2011]161 | =40 MK A8 5%
KTRHRIEE | RESET K
PR P B 25 kA
LI H B e ——
1 %% PR [2011]
615

3. Liuan City Reply about Route | In support of the 20 July 2011 | Not
Ministry of Change of Huoqiu | construction of the Applicable™
Transport County X033 Steel Project, the
(/NZ%THAZiBIE | Zaogao Road — | Liv’an City Ministry
i J5) No. LJJ[2012]26 of Transport agreed

JFEBE X033 | to change the
R AF T Y | highway routes
ME—7 7 NSCHFFIUH B, N
[2012]26 5 2T AL 38 e A AR B
R R 2

4. Highway Special Meeting In support of the 15 August Not
Administration | Summary about construction of 2011 Applicable™
Bureau of Huoqiu Iron the Steel Project,

Anhui Province | Mine Economic the Highway
(%A AR | Development Zone | Administration
5p) Reconstruction Bureau agreed to

Project
KT E LRI 2 5F
TERIX B i H
RN

restructure the 105
National Road of
Huoqiu Economic
Development Zone
NSCRFH R, A
O\ B J [F) 2105 [
BT R X ok
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Issuing Date of Validity
No. Authority Issued Document Purpose Issue Period
5. Water Opinions about Approval given for 13 If the Target
Conservancy | Report on Water | the Steel Project September Company
Department of | Resources to use water 2011 does not
Anhui Province | Argumentation of | from Westlake obtain the
(2845 K F)JT) | Huogiu Iron Mine | for its production relevant
Deep Processing | purposes approvals
Project — No. [F) R AR T LA 7 7] for the Steel
WSZYH[2012] IR A= K Project within
1120 3 years from

KT CEOER I
I3 H K SR
R ) BRI
—— MK BT YR R
[2012]1120%5

the date of
receipt of
approval

for supply

of water,

the issued
document
will be
automatically
invalidated.

As it has
been more
than 3 years
from 13
September
2011, the
issued
document
has been
automatically
invalidated.
An
application
to seek
extension/
renewal of
validity will
be put forth
if the Group
successfully
acquires
the Target
Stake. The
Directors do
not foresee
any material
difficulty with
obtaining
such
extension/
renewal.
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Company
Liu'an Power
Supply
Company
(LA IR
AN E
wl)

Condition of
Huogqiu Iron Mine
Deep Processing
Project — No.
LGDH[2011]42
KT B Bk IR
P/ RS REiER A
&) R ——N it
HLPR[2011]425

application in
respect of the Steel
Project
EE-S=EIPN=P |
f181.5 )3 T FLH HL 41L
i H 17

Issuing Date of Validity
No. Authority Issued Document Purpose Issue Period
6. Development Requesting To seek the 16 Not

and Reform Instructions about | Development September Applicable™
Commission of | Steel Production and Reform 2011
Anhui Province | Capacity Commission’s
(Z A K EFD | Allocation Problem | instructions on
MR L) of Huogiu Iron increasing the
Mine Deep production capacity
Processing by 2 million tonnes
Project of Anhui ] [ X R & T
Shoukuang 1411200 /5 W = e
Dachang Metal BN
Material Co., Ltd.
— No. WFGCY
[2012]1123
KT LZHETRE
EIEM B IR A
B BRI T3
H ANk REMC & 7]
R —E R
2= k[2012]1123
_%_

7. Administration | Letter about Approval given for 17 October Not
of Work Safety | Report Record the pre-evaluation 2011 Applicable®
of Anhui on Safety Pre- report on the safety
Province evaluation of of the Steel Project
(284 %4t | Huogiu Iron Mine | A& 30 H 22 4 TN
PR TEE) | Deep Processing | R 4%

Project of Anhui
Shoukuang
Dachang Metal
Material Co., Ltd.
— No. WAJEBH
[2012]56
KTLZHET KRE
& m R R A
B BRI L5
H 2 T &
e S M) PR ——HE 2
i 25 pK[2012]56
%

8. Anhui Electric | Letter about Reply | Approval given for 16 November | Not
Power on Power Supply | the power supply 2011 Applicable™
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Issuing Date of Validity
No. Authority Issued Document Purpose Issue Period
9. Ministry Reply about Approval given for 11 January Not

of Water Water and Soil the Steel Project's | 2012 Applicable™
Resources Conservation soil and water
(7K HI3) Scheme of Huoqiu | conversation

Iron Mine Deep programme, subject

Processing Project | to the conditions

— No. SBH[2012]5 | stated in the

KT EERA A | document

THHKERFETT | R E KK R R

RIME—KIR | 75, FFRHER

Pi[2012]5%

10. | Ministry of Reply about Preliminary 28 April 2012 | This issued
Land and Pretrial Opinions approval given for document
Resources on Huogqiu Iron the use of the land is valid for
(] 4= B Mine Deep for the Steel Project a period of

Processing Project | ¥/ A & il H F 1 2 years and
Construction A 7~ has expired
Land of Anhui on 28 April
Shoukuang 2014. An
Dachang Metal application
Material Co., Ltd. to seek
KT RZBENKRE extension/
EEMEARA A renewal of
CETICR IR validity will
H 152 FH 70 A be put forth
LI R if the Group
successfully
acquires
the Target
Stake. The

Directors do
not foresee
any material
difficulty with
obtaining
such
extension/
renewal.
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No.

Issuing
Authority

Issued Document

Purpose

Date of
Issue

Validity
Period

11.

National
Development
and Reform
Commission
(B Z KR ek
L)

National
Development

and Reform
Commission
General

Office’s Audit
Opinions about
Energy Saving
Assessment
Report on Huoqiu
Iron Mine Deep
Processing
Project of Anhui
Shoukuang
Dachang Metal
Material Co., Ltd.
— No. FGBHZ
[2012]1228

[ 5 S e =
NITRTZRET
KEEEMEA TR
o B BRI
BT H 5 REvF
fiti e 1 HE A R
W——R LIP3 TE
[2012]1228%5

Approval given for
the results of the
energy conversation
assessment report,
subject to the
conditions stated in
the document

[ = B PR AR
T H K

18 May 2012

Not
Applicable™

12.

Ministry of
Environmental
Protection
(I f47340)

Reply about
Environmental
Impact Statement
on Huoqiu lron
Mine Deep
Processing
Project of Anhui
Shoukuang
Dachang Metal
Material Co., Ltd.
— No. HS[2012]
231
RKTZRET RE
& Jm R R A
2= DS In LIH
W
ot S —— i
[2012]231%

To raise
requirements on the
Target Company

in relation to the
environmental
protection aspects
of the Steel Project
R IH AR R
PR AR Y EE R

28 August
2012

Not
Applicable®
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Issuing Date of Validity
No. Authority Issued Document Purpose Issue Period
13. Housing and Audit Opinions Approval given for 3 September | If the Target
Urban-Rural about Planning the site selection 2012 Company
Department of | Site Selection of of the Steel Project does not
Anhui Province | Huoqiu Iron Mine | at the southwest obtain the
(ZH#A B F | Deep Processing | region of Gaotang relevant
W2 #WIT) Project of Anhui Town approvals

Shoukuang
Dachang Metal
Material Co., Ltd.
KPR LRET K
BEEMEE RS
IR 7RIV
TTARI H A e 1
e R

7] T 00 e R A v B

i)

for the Steel
Project within
the validity
period of

the issued
document
(i.e. within

a year from
the date of
issue of the
document),
the issued
document
will be
automatically
invalided.

As it has
been more
than a year
from the
date of
issue of the
document,
the issued
document
has been
automatically
invalidated.
An
application
to seek
extension/
renewal of
validity will
be put forth
if the Group
successfully
acquires
the Target
Stake. The
Directors do
not foresee
any material
difficulty with
obtaining
such
extension/
renewal.
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Issuing Date of Validity
No. Authority Issued Document Purpose Issue Period
14. | National National Approval given for 6 March This issued
Development Development the Steel Project 2013 document
and Reform and Reform LT £ 300 /7 14N is valid for a
Commission Commission’s ZRIN=| period of 2
(EZ & AN | Reply about years from
HRE) Huogiu 3 million the date
tons/year Steel thereof. If
Project Approval of construction
Anhui Shoukuang has not
Dachang Metal commenced
Material Co., Ltd. within the

— No. FGCY
[2013]467
eI
RERTZHEN
KE&EMEAA R
/> BR300 77 i/
AN H AL
e ——R =k
[2013]467 %

validity period
of the issued
document, an
application for
extension of
time should
be submitted
within 30
days before
the expiry of
the validity
period.

The issued
document
will be
automatically
invalidated if
construction
has not
commenced,
or extension
of time has
not been
sought, or
approval
was not
given for the
application for
extension of
time.
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Issuing Date of Validity
No. Authority Issued Document Purpose Issue Period
An
application
to seek
extension/
renewal of
validity will
be put forth
if the Group
successfully
acquires
the Target
Stake. The
Directors do
not foresee
any material
difficulty with
obtaining
such
extension/
renewal.
15. Development Development Approval given for 11 April 2013 | Not
and Reform and Reform the implementation Applicable®
Commission of | Commission of of the Steel Project
Anhui Province | Anhui Province B R ATHAETT e
(ZH#A KB | Transmitting the 300 /7 Wi ek H
MEZRR) Reply of National
Development
and Reform
Commission about
Huogiu 3 million
tons/year Steel
Project Approval of
Anhui Shoukuang
Dachang Metal
Material Co., Ltd.
— No. WFGCY
[2013]192
LA R IEEE
R 1 3 R e AU
TRTLZBEY KR
B mM R IR
] 300 /7 i/4F:
BRI H Rz HE L
B— ™k
[2013]1925
Note:

(1)

As advised by PRC Counsel, Zhong Xin Law Office, these permits, licences, and approvals do not provide for a

validity period.
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With respect to the validity of the above permits, licences, and approvals, PRC Counsel, Zhong
Xin Law Office, has advised that as long as the relevant requirements and procedures relating to
the commencement of the construction have been duly complied with, the Steel Project as a whole
does not have the risk of being discontinued.

The PRC Counsel had also, in its legal due diligence report, advised the Group that as the
Target Company had ceased construction activities since 2014, some of the permits, licences,
and approvals obtained have expired or certain conditions in some of the permits, licences,
and approvals obtained had not been fulfilled, and therefore upon successful bid of the Target
Company, the Group should apply to the relevant government authorities to seek confirmation on
the validity or extension/renewal of such permits, licences, and approvals.

Based on the aforementioned advice of the PRC Counsel, the Company had conducted its own
assessment on the likelihood of obtaining the necessary permits, licences and/or approvals or
extension/ renewal of the same including (1) seeking representations from the Target Company
on its discussions with the relevant governmental authorities with regard to them using their
best endeavours to assist the Target Company to obtain the necessary permits, licences and/or
approvals, or to extend or renew the validity of such permits, licences and/or approvals, and (2)
communicating directly with the People’s Government of Liu’an on numerous occasions in relation
to the same matter. Further details on the foregoing are mentioned hereunder.

Based on representations made by the Target Company, and to the best knowledge of the
Directors, the Directors understand that on the basis of the Target Company’s discussions with
the relevant governmental authorities, the relevant governmental authorities have given verbal
assurances that they will, following the completion of the transfer of the Target Stake, use their best
endeavours to assist the Target Company to obtain the necessary permits, licences, and approvals,
or to extend or renew the validity of such permits, licences, and approvals.

The management of the Company had also communicated with the People’s Government of
Liu’'an on numerous occasions in relation to the issues on, amongst others, the land use permits
and exploration permits. The local government had given verbal assurances that if the Group
successfully acquires the Target Stake, the relevant governmental departments will use their best
endeavours to provide the necessary assistance in relation to the permits and approval documents.

Further, the Company understands that the People’s Government of Liu’an has, on 20 September
2017, issued a written notice to the Target Company which provides that, amongst others, the city
and county governments will provide the necessary support in relation to the matters concerning
the Steel Project (including but not limited to the issues regarding land and exploration rights), after
the transfer of the Target Stake has been completed.

Based on the above, the Company does not foresee any material difficulty with obtaining the
necessary permits, licences, and approvals or extension/ renewal of the same (as the case may
be) if there is governmental support.

Further, as the abovementioned approvals are general approvals which are required to be obtained
in order to construct a manufacturing plant and to commence production, the Group has the
necessary experience and in-house technical personnel, who had applied for and obtained such
approvals in the past. This further supports the Directors’ view that they do not foresee any difficulty
with the application and obtaining of these permits, licences and/or approvals.

Notwithstanding the above, the Enlarged Group intends to work closely with the relevant PRC
governmental authorities on resolving these issues and mitigating the risks to the Enlarged Group.
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To the best knowledge of the Directors, the list of permits and approvals that the Target Company
will still be required to obtain in relation to commencing steel operations are as follows:

No. Issuing Authority Nature of Licence/ Permit

1. Housing authority Construction permit(s) for each process of the
(g )m) construction

2. Technical Supervision Bureau Production permit(s)
(BARMEE =)

3. Environmental Protection Bureau Pollutant discharge permit(s)
A ER)R)

4. Fire department Fire registration certificate for each process of the
(FEBTERTT) construction

Save as disclosed above, to the best knowledge of the Directors, the Target Company has obtained
all necessary permits, licences, and approvals that are necessary for the construction of the Steel
Project and its business (after construction has completed).

MAJOR ASSETS OF THE TARGET COMPANY

As at the Latest Practicable Date, the Target Company owns the following major assets:

(1) land use rights to 7 land parcels covering an aggregate area of 2,252,193m?2. Land use
permits have been obtained for 4 such land parcels (covering an aggregate area of
1,662,368m?), while land use permits have not been obtained for the other land parcels

(covering an aggregate of 589,825m?). Further details on the foregoing are set out below;
and

(2) the Steel Project, as described below.

Land use rights
The Target Company had entered into 7 land grant contacts in relation to 7 different land parcels
located at the Anhui Huoqiu Economic Development Zone (%8 B84 5 & [X) in PRC.

Out of the 7 land parcels, the Target Company had obtained land use permits for 4 land parcels,
details of which are as follows:

Gross Date of Targeted Targeted Validity
Land Parcel Type of Area delivery of | construction completion period of
Number Land (m?) land parcel date date permit
1. | Land Parcel (2010) Industrial 447,447 | 14 April 24 September | 24 September | 23 March
No. 02 land 2010 2010 2014 2060
E i (2010)02%5
2. | Land Parcel (2010) | Industrial | 1,094,924 | 27 October | 27 February 27 February 26 October
No. 17 land 2010 2011 2013 2060
E (20100175
3. | Land Parcel (2010) | Industrial 66,205 | 27 October | 27 February 27 February 26 October
No. 18 land 2010 2011 2013 2060
E 131 (2010)185
4. | Land Parcel (2011) | Industrial 53,792 | 16 October | 31 March 16 September | 5 October
No. 04 land 2011 2012 2013 2061
EH(2011)045

-11
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The details of the land parcels for which land use permits have not been obtained are as follows:

Gross Date of Targeted Targeted
Land Parcel Area Date of delivery of construction | completion
Number (m2) Contract land parcel date date
1. | Land Parcel (2011) 291,852 8 July 2011 | 6 October 8 November 8 July 2014
No. 26 2011 2011
E M (2011)265
2. | Land Parcel (2012) 287,973 16 August 25 September | 14 November | 6 August
No. 19 2012 2012 2012 2014
E L (2012)195
3. | Land Parcel (2012) 10,000 16 August 25 September | 14 November | 11 August
No. 20 2012 2012 2012 2013
T H(2012)20%5

In relation to the 3 land parcels mentioned above, PRC Counsel, Zhong Xin Law Office, has
advised that the Target Company has signed the relevant land grant contracts and paid the
required consideration thereto. Accordingly, there is basis for the Target Company to apply for the
land use permits for these land parcels. Based on representations made by the Target Company,
and to the best knowledge of the Directors, the Directors understand that on the basis of the Target
Company’s discussions with the relevant governmental authorities, the relevant governmental
authorities have given verbal assurances that they will, following the completion of the transfer
of the Target Stake, process the Target Company’s application for the aforementioned land use
permits (once made).

The management of the Company had also communicated with the People’s Government of
Liv’an on numerous occasions in relation to the issues on, amongst others, the land use permits
and exploration permits. The local government had given verbal assurances that if the Group
successfully acquires the Target Stake, the relevant governmental departments will use their best
endeavours to provide the necessary assistance in relation to the permits and approval documents.

Further, the Company understands that the People’s Government of Liu’an has, on 20 September
2017, issued a written notice to the Target Company which provides that, amongst others, the city
and county governments will provide the necessary support in relation to the matters concerning
the Steel Project (including but not limited to the issues regarding land and exploration rights), after
the transfer of the Target Stake has been completed.

Based on the above and the Company’s internal assessment, the Company does not foresee
any material difficulty with obtaining the necessary permits, licences, and approvals or extension/
renewal of the same (as the case may be) if there is governmental support.

Notwithstanding the above, the Enlarged Group intends to work closely with the relevant PRC
governmental authorities on resolving these issues and mitigating the risks to the Enlarged Group.

The terms of the 7 land grant contracts state that, amongst others:

(@) in the event that the assignee (i.e. the Target Company) fails to commence or complete
construction in accordance with the dates stipulated therein (as set out above), or does
not agree to extend the relevant dates (such extension to be no more than 1 year from
the original dates), it shall be liable to pay liquidated damages amounting to 1/1000 of the
consideration price for each day of delay; and

(b) where the assignee causes the land to remain idle for at least a year but no more than
2 years, the land idle fee shall be paid in accordance with applicable laws. Further, if the
land has been idle for two years and construction thereon has not commenced, the
transferor shall have the right to recover the state-owned construction land use right without
compensation to the assignee.

I-12



APPENDIX | — INFORMATION RELATING TO THE TARGET COMPANY

Based on representations made by the Target Company, and to the best knowledge of the
Directors, the Directors understand that on the basis of the Target Company’s discussions with
the relevant governmental authorities, the relevant governmental authorities have given verbal
assurances that since construction of the Steel Project had merely stalled, the land would not
be considered to be idle and as such, the relevant clauses in the land grant contracts relating to
land idle fee and the potential liquidated damages that might be levied for delay in completion of
the construction would not be applicable. Nevertheless, Shareholders should note that there is no
assurance or guarantee that the relevant governmental authorities would not enforce the relevant
terms in the land grant contracts and/or impose penalties or other consequences in respect of the
7 land parcels, as disclosed in Section 2.7 of this Circular titled “Risk factors associated with the
Proposed Acquisition’.

Other issues raised by PRC Counsel, Zhong Xin Law Office, are as follows:

(A)  Pursuant to representations made by the Target Company, the Target Company is currently
occupying about 1 Mu of land outside the designated land parcels mentioned above.
Accordingly, the local government had imposed tax on the Target Company for occupying
such land which the Target Company does not have land use rights over, and this had been
paid by the Target Company.

However, based on further representations made by the Target Company, and to the
best knowledge of the Directors, the Directors understand that on the basis of the
Target Company’s discussions with the relevant governmental authorities, the relevant
governmental authorities have given verbal assurances that they will, following the
completion of the transfer of the Target Stake, use their best endeavours to assist the Target
Company with resolving this issue. Nevertheless, Shareholders should note that there is no
assurance or guarantee that the relevant PRC governmental authorities will grant the land
use rights over such land to the Target Company, as disclosed in Section 2.7 of this Circular
titled “Risk factors associated with the Proposed Acquisition’.

(B) The office building which the Target Company is currently using, as well as the land use
rights over the land on which the building is situated on, are currently owned by Anhui
Dachang, and not the Target Company. Further, the land use rights over several land parcels
within the Target Company’s designated land area belong to Anhui Dachang as well. The
premises which the Target Company is currently renting from Anhui Dachang are rent-
free. Pursuant to representations made by the Target Company, the Company understands
that Anhui Dachang had verbally agreed to transfer the land use rights and property
rights to the Target Company in due course. It is expected that any transfer will be made
at a consideration to be agreed between the Company and Anhui Dachang in due course.
Notwithstanding the foregoing, in the event that Anhui Dachang imposes rent on the Target
Company in the future, the Company understands that this will likely be based on market
rate and in any case, would likely not be substantial. Nevertheless, Shareholders should note
that there is no assurance or guarantee that Anhui Dachang will complete the transfer or
transfer such land use rights and property rights to the Target Company at an acceptable
consideration, as disclosed in Section 2.7 of this Circular titled “Risk factors associated with
the Proposed Acquisition”.

Management of Risks faced by the Target Company

The Group is of the view that the risks posed to the Target Company disclosed herein (including
but not limited to the permits, licences, and approvals that have not been obtained/ renewed) can
be managed due to the following reasons:

(1)  the permission for the construction of the Steel Project has been approved by the National
Development and Reform Commission;

(2) the permits, licences, and approvals for the construction of the Steel Project and/or
commencement of operations that has to be renewed are ancillary to the construction of
the Steel Project (which has been approved), and renewal of these licences should be
procedural since they had been approved previously;
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(3)

the PRC Counsel, Zhong Xin Law Office, has advised that the Target Company has basis
to apply for the land use permits for the land parcels without land use permits, as the Target
Company has signed the relevant land grant contracts and paid the required consideration
thereto;

the Company has sought representations from the Target Company on its discussions with
the relevant governmental authorities which have in turn indicated that they will use their
best endeavours to assist the Target Company to obtain the necessary permits, licences
and/or approvals, or to extend or renew the validity of such permits, licences and/or
approvals and the Group had communicated with the People’s Government of Liu’an, which
has indicated that they will use their best endeavours to assist the Target Company to obtain
the necessary permits, licences and/or approvals, or to extend or renew the validity of such
permits, licences and/or approvals; and

the Group has been operating similar steel manufacturing facilities in the PRC and has the
necessary experience and in-house technical personnel, who had applied for and obtained
such approvals in the past.

However as additional safeguards, if the Group is successful in bidding for the Target Stake, the
Group will impose the following risk management policies to mitigate these risks further and reduce
the financial exposure to the Group:

(1)

undertake an overall risk management exercise in order to come up with an action plan
with prescribed timelines to address such risks. Pending the completion of this risk
management exercise and approval of the aforementioned action plan by the Board, the
Group shall not inject any significant funding into the resumption of construction activities
and recommencement of the Steel Project;

any disbursement of funds for the resumption of construction activities and
recommencement of the Steel Project shall be approved by the Audit Committee of the
Company prior to such disbursement.

Steel Project

The Target Company was in the midst of constructing the Steel Project. However, construction of
the Steel Project was stopped in 2014.

Based on information provided to the Group by the Target Company, the Steel Project, when
construction is completed, will comprise:

(10)

1 raw material plant;

2 240m? sinter machines;

2 stamp-charging coke ovens;

2 1780m? blast furnaces;

2 converters;

1 120 tonnes ladle furnace;

reserved VD electric furnace;

3 eight-strand continuous casting machines;
2 high speed wire rod production lines; and

2 bar/steel bar production lines.
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The list of construction contracts that the Target Company have entered into (and which are not
part of the list of material contracts set out in the section on “Material contracts’ hereunder) are set

out below.
Contract
Amount
Contract Name Contractor Name Signing Date (RMB’000)
Design contract, design 30 December 25,200
contract (supplemental 2013
contract)
WilamE, BitaFE s
I7])
Sintering engineering design 31 July 2012 9,000
contract Beijing Shougang
PRk TR A International Engineering
: Technology Co., Ltd.
General contract for de3|gn_, Jb AN E bR LR AR A 29 September 1,045,000
procurement and construction [FOAE] 2012
of Steelmaking continuous
casting engineering
MRS TRE BT R, it
TREAEAH
Design contract of raw 27 December 2,930
material field engineering 2012
SR LR R
Procurement and construction 28 September 572,000
contract of sintering 2012
engineering
Rk TRERI . it LA A [
Memorandum on the signing Beijing Shougang Mine 15 November None®
of sub contract by the Construction Engineering 2012
sintering engineering Co., Ltd.
KT lesh THEZAT 7 WK & e E AT I B TR
[ 2% T ok PR STAEA ]
General contract for the 15 November 263,250
construction of sintering 2012
engineering
FRgh TR T e KA A
Procurement contract 6 December 13,060
for automation and 2012
communication equipment of
sintering engineering
weds LA AL SOBIS B K | Beijing Suli Technology
Mg & Il Co., Ltd.
Contract for automation and AR IR A 6 December 6,350
communication equipment of 2012

sintering engineering
Bess TR H sh ik A B 5t T K
B [H]
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Contract Name

Contractor Name

Signing Date

Contract
Amount
(RMB’000)

General contract for design,
procurement and construction
of steel rolling engineering
heating furnace

HAN TR A ik R,
it LS AR L [

Jiangsu Suneng
Environmental Protection
and Technology Co., Ltd.

VL3R A ER R AT IR
/\ j

July 2012

62,330

General contract for design,
procurement and construction
of centralized air pressure
station engineering in the
factory

A A ek TR R
K i TE A RS TR

Jiangsu Jintongling Fluid
Mechanical Technology
Co., Ltd.

L5438 RPFTAHUEHY
AR # PR 22 ]

16 June 2013

31,460

General contract for design,
procurement and construction
of steelmaking sleeve kiln
engineering

HRANE R & TR RIB.
it T 7 AL A [

27 August
2013

59,300

General contract signing
agreement for design,
procurement and construction
of steelmaking sleeve kiln
engineering

R E R TR R,
it T s A ] 3 2 B

Design service contract
for steelmaking sleeve kiln
engineering

HANE A % TR RS &

Equipment procurement

and supply contract for

steelmaking sleeve kiln

engineering

MRANE A 25 AR R I i 1
1A

Construction contract for
steelmaking sleeve kiln
engineering

MRANE 2 LA L&

General contract for design,
procurement and construction
of steel rolling engineering
PN TR R Tl LA
AEER

Sinosteel Equipment
Group Co., Ltd.
EP%HH%HXT M PR A F
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2013

None®

(Undated)

4,500

(Undated)

33,300

(Undated)

21,500

6 July 2012
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Contract Name

Contractor Name

Signing Date

Contract
Amount
(RMB’000)

General contract for design,
procurement and construction
of ironmaking engineering
MRk TR R, LA
AL [A

Contract change agreement
of general contract for design,
procurement and construction
of ironmaking engineering
PRER TR SR Tl L
AR F A R AR E A

General contract for design,
procurement and construction
of coking engineering

A TR R i T
AL TR

General contract for design,
procurement and construction
of dry quenching and power-
generation engineering

TR SR B TR K
W it TS R LA ]

12 July 2012

1,266,000

(Undated)

None®

6 July 2012

732,000

6 July 2012

176,000

General contract for
procurement and construction
of raw material field
engineering

KL TRERE . it TR

=

Memorandum on the general
contract for procurement and
construction of raw material
field engineering

JRRH: TRER . i TS A
EREIEAFEES

General contract for design,
procurement and construction
of gas and waste heat power
generation engineering

SRS SRR TR R
it TS AR A TR

General contract for
procurement and construction
of gas facilities engineering
PR Bl AR . i TS K
(NS
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Contract
Amount
Contract Name Contractor Name Signing Date (RMB’000)

Air separation equipment 17 August Not
project BOT contract 2012 Applicable®
745> TFEBOT & A

General contract for 3 April 2013 405,500
procurement and construction
of integrated pipe network
facilities engineering

CREE Wi TR it T
SR AL [H]

General contract for design, Wuhan Iron and Steel 28 February 94,000
procurement and construction Industrial Company 2013
of water treatment facility Construction and

KA ER BT SR it Installation Company
SKELE A U SE A W B 22 2 T
A

Notes:

(1) Based on information provided by the Target Company, the Company understands that this sum is an estimated
figure.

(2)  These contracts do not have a contractual value as they are ancillary contracts to their respective master contracts.

(3) As advised by PRC Counsel, Zhong Xin Law Office, there is no fixed contractual value to the air separation
equipment project BOT contract as the Target Company will be charged on an ad-hoc basis as and when there is
actual gas consumption.

As advised by PRC Counsel, Zhong Xin Law Office, as the construction of the Steel Project has
stalled for several years, there could have been changes in circumstances since the contracts were
first entered into (for example, change in market price of raw materials). However, if the terms of
such contracts are substantively altered to reflect present conditions, there is a risk of infringing
applicable laws relating to the initial bidding of the contractors for the construction contract, which
could result in such contracts becoming void and/or attract penalty charges. Please refer to Section
2.7 of this Circular entitled “Risk factors associated with the Proposed Acquisition’.

Further, as advised by PRC Counsel, Zhong Xin Law Office, there are several aspects of the
construction where the winning contractor has been notified but no contract has been entered into
between the Target Company and such winning contractor.

To the best of the Directors’ knowledge based on the operational due diligence conducted on the
Target Company pursuant to information received from the Vendor and Target Company, the details
of the various uncompleted components of the construction of the Steel Project are as follows:

Total investment

amount® Equipment to be
Purpose (RMB) constructed State of construction
Coking 908,000,000 2 stamp-charging coke e Design blueprint has been
ovens fully completed.

e Actual construction and
installation has been
approximately 83%
completed.
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Purpose

Total investment
amount®
(RMB)

Equipment to be
constructed

State of construction

Sintering

572,000,000

2 240m? sinter machines

Design blueprint is almost
completed.

Actual construction and
installation has been
approximately 81%
completed.

Iron smelting

1,266,000,000

2 1780m3 blast furnaces

Design blueprint is almost
completed.

Actual construction and
installation has been
approximately 40%
completed.

Steel making

1,045,000,000

2 converters; 1 120
tonnes ladle furnace;

3 eight-strand continuous
casting machines

Design blueprint has been
minimally completed.
Actual construction

and installation has

been approximately 7%
completed.

Steel rolling

890,330,000

2 high speed wire rod
production lines; 2 bar/
steel bar production lines

Design blueprint is almost
completed.

Actual construction and
installation has been
approximately 70%
completed.

Water
treatment
works

94,000,000

Water treatment
equipment

Design blueprint has been
partially completed.
Actual construction and
installation has been
approximately 62%
completed.

Pipe
networking

405,500,000

Pipe and support
structures

Design blueprint is almost
completed.

Actual construction and
installation has been
approximately 15%
completed.

Air
compressor
station

31,460,000

Air compressor

Design blueprint is almost
completed.

Actual construction and
installation has been
approximately 23%
completed.

Gas tank

225,000,000

3 gas holders

Design blueprint has been
partially completed.
Actual construction and
installation has been
approximately 26%
completed.
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Total investment
amount® Equipment to be

Purpose (RMB) constructed State of construction

Self- 1,055,000,000 Power generator e Design blueprint has been

generating minimally completed.

electricity e Actual construction and

supply installation has been
minimally completed.

Coke Dry 176,000,000 Power generator e Design blueprint is almost

Quenching completed.

and power e Actual construction and

generation installation has been
approximately 70%
completed.

Note:

(1) Each of the investment amounts stated in the table above is based on the initial construction plans for the Steel
Project finalised at the commencement of the construction of the Steel Project in 2012. Based on the assessment of
these construction plans by the management of the Company, the Company expects that these investment amounts
are still valid.

The management of the Company understands that several other components of the Steel Project
not listed above has either been concurrently constructed or construction has not commenced
(though bidding for the relevant project by the relevant constructors have completed).

As at the Latest Practicable Date, the Target Company possesses the following major assets:

(@) workers’ dormitory comprising 8 buildings and covering a total area of 53,792m?, as
described below; and

(b)  exploration rights to the Fangiao Mine and Zhouji Mine, as set out in further detail below.

Workers’ dormitory

The workers’ dormitory, which covers a total land area of 53,792m?, has been constructed and
comprises 8 buildings. The buildings are still subject to fire and other inspections.

As far as the Directors are aware, the Target Company has yet to register its property rights over
the workers’ dormitory. An application to register the Target Company’s interest in the workers’
dormitory will be put forth if the Group successfully acquires the Target Stake. The Directors do not
foresee any material difficulty with such registration.

Exploration rights

On 31 August 2010, the Target Company and Huogiu County Iron Ore Development Co., Ltd. (
IR BT T R A PR 97 1F /A ) entered into an agreement pursuant to which Huogqiu County Iron
Ore Development Co., Ltd. (ZE 220 I K AR T4 A7]) agreed to transfer the exploration
rights to the iron ore mine located in Fangiao (%% & o B YuifEA") to the Target Company, for
a consideration of RMB289,598,700 (which was based on the valuation done by Anhui Zhiyuan
Technology Consulting Co., Ltd (% ## L@ kBH % 51 R A A])). The Company understands
that the consideration has been fully paid. On 29 April 2015, the Anhui Provincial Department of
Land and Resources (%% [E 1 %5 /T) issued an exploration permit to the Target Company, the
details of which are as follows:
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Name of survey Validity period
Permit No. project Exploration area of permit
T34520100102038301 Anhui Province, 5.09 km2 29 April 2015 to
Huogqiu County 24 February 2017

Fangiao iron ore
exploration (reserve
of mineral exploration
right)

LR E B E IO R
BIR (R BUOR )

As the above permit has expired, the Company understands that the Target Company is currently
in the process of renewing the permit.

In addition, the Target Company had, on 21 February 2012, entered into a contract with the
Anhui Provincial Department of Land and Resources (%% FE 1 #J)T) for the transfer of
the exploration rights to the iron ore mine located in Zhouji Town (J&#£4H), Huoqiu County,
Anhui Province, PRC, covering an area of 13.87 km?, to the Target Company, for an aggregate
consideration of RMB515 million. The Company understands that the consideration has been
fully paid. As at the Latest Practicable Date, the Target Company has not received the relevant
exploration permit yet.

As advised by PRC Counsel, Zhong Xin Law Office, the exploration rights to the Fangiao Mine
and Zhouji Mine had not been obtained through proper legal procedures as the transactions were
undervalued. Further, there have been rulings to the effect that the reasonable consideration
for the exploration rights to the Fangiao Mine and Zhouji Mine should be RMB814,567,200 and
RMB1,694,562,100 respectively. Accordingly, the exploration permit that was already obtained
(but which had expired) in respect of the Fangiao Mine may be revoked and the signed contracts
of transfer (relating to the transfer of the exploration right to the Fangiao Mine and Zhouji Mine
respectively to the Target Company) may become void.

Notwithstanding that the aforementioned exploration permits are in the process of being renewed
or have yet to be issued, the Group currently does not have any intention to conduct any mining
activities based on these exploration rights should the Proposed Acquisition be successful. This
is in consideration of the fact that sufficient iron ore is already available from its existing sources of
supply to enable the Group to optimally utilise the completed Steel Project to conduct its production
activities. Approval will be sought from Shareholders should the Enlarged Group decide to pursue
mining activities in respect of these iron ore mines.

In addition, based on representations made by the Target Company, and to the best knowledge
of the Directors, the Directors understand that on the basis of the Target Company’s discussions
with the relevant governmental authorities, the relevant governmental authorities have given verbal
assurances that they will, following the completion of the transfer of the Target Stake, use their best
endeavours to assist the Target Company to (a) legalise the transactions relating to the transfer of
the exploration rights to the Fangiao Mine and Zhouji Mine, (b) obtain the necessary exploration
licences or permits, and/or (c) to extend or renew the validity of such licences or permits.

The Company understands that the People’s Government of Liu’an has, on 20 September 2017,
issued a written notice to the Target Company which provides that, amongst others, the city and
county governments will provide the necessary support in relation to the matters concerning the
Steel Project (including but not limited to the issues regarding land and exploration rights), after the
transfer of the Target Stake has been completed.
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Further, based on the multiple correspondences between the management of the Company and
the People’s Government of Liu’an, the Company understands that the issue with the exploration
rights to the Zhouji Mine and Fangiao Mine cannot be resolved until the successful bidder of the
Target Stake is determined. The Company has been told that the city and county governments will
use their best endeavours to provide the necessary assistance to the successful bidder to resolve
the issues relating to the exploration rights to these mines.

Nevertheless, Shareholders should note that there is no guarantee that the Target Company will
be able to legalise the transactions relating to the transfer of the exploration rights to the Fangiao
Mine and Zhouji Mine, and/or obtain and/or renew the exploration permits in respect of the 2 iron
ore mines and/or all necessary licences, permits and/or approvals relating to exploration and/or
exploration activities in a timely manner or at all, as disclosed in Section 2.7 of this Circular titled
“Risk factors associated with the Proposed Acquisition”.

As such, the Company may possibly undertake 1 or more of the following measures to mitigate the
risks posed by the issues relating to the exploration rights to the Zhouji Mine and Fangiao Mine:

(1) top up the difference between the consideration stated in the relevant contracts relating to
the transfer of the exploration rights and the reasonable consideration for the same that have
been expressed in the rulings;

(2) effect the transfer of the exploration rights to the governmental authority, so that thereafter,
the consideration amounts that have been paid may be refunded to the Target Company;
and/or

(8) transfer the exploration rights to other third parties.

Further, the Enlarged Group intends to work closely with the relevant PRC governmental
authorities on resolving the issues relating to, amongst others, the exploration rights and mitigating
the risks to the Enlarged Group.

MATERIAL CONTRACTS

A list of the material contracts (exceeding the value of RMB5 million) that were entered into by the
Target Company as at the Latest Practicable Date is set out below.

Name of
the Other Value of Outstanding
Contracting Date of Contract Amount®
No. Description Party Contract (RMB’000) (RMB’000)
1. 3 million tonnes China Energy 18 April 2014 | 7,580 Nil
steel project Engineering
power supply Group Anhui No.
and distribution 1 Electric Power
engineering 3# Construction
110Kv substation, Co., Ltd.
Construction (" E pedR B
Contract for 8 CEIALE8T
Construction F—TIEAA])
Project
300 /7 AN R I H it
i A T FE3#110KvAR
R (TR
THEFD
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No.

Description

Name of
the Other
Contracting
Party

Date of
Contract

Value of
Contract
(RMB’000)

Outstanding
Amount®
(RMB’000)

3 million tonnes
steel project

power supply

and distribution
engineering

110Kv substation
and neutral
grounding point
device, Equipment
Procurement
Contract

300 /7 M4 ek H it
fic i, T F% 110KV 7S Hy,
sl Je FR PR b e
B (& REEED

XD Jinan
Transformer Co.,
Ltd.

(VU 5T A s
JBe A B 2> A

10 October
2013

20,870

8,348

3 million tonnes
steel project

power supply

and distribution
engineering closed
combination
electrical equipment
and monitoring
device, Equipment
Procurement
Contract
30077 i Bk T H Ak
Jic i A A 22
A LA A S
HE (RKEREE
[ )

Beijing Hongda
Rixin Electrical
Machinery Co.,
Ltd.
(AERUEIE H
LA IR~ 7])

9 September
2013

22,740

4,230

3 million tonnes
steel project

power supply

and distribution
engineering
microcomputer
integrated
protection, DC
screen and other
facilities, Equipment
Procurement
Contract
30077 MEAM BRI H it
e FL AR L ZR £R
HIAFER R (X
&R E R

Beijing Sifang
Automation Co.,
Ltd.

(B3 VY7 4% R
H B4 A R

»])

16 November
2013

8,270

Nil
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Name of
the Other Value of Outstanding
Contracting Date of Contract Amount®

No. Description Party Contract (RMB’000) (RMB’000)

5. Contract for Huogqiu County 31 August 289,598.7 139,598.7
transferring Iron Ore 2010
exploration rights of | Development
Fangiao iron ore Co., Ltd.

TR R B | (EDRELSRE R
ik 4 AL )

6. Fangiao iron ore China Tenth 2012 Not Not
development Metallurgy Applicable® Applicable
engineering, Group Limited
Construction Corporation
Contract for Cangnan Branch
Construction (P THBERAR
Project NG R E /N )]

TR T4 TR
Cet e TR L&
[ )

7. Fangiao iron ore China Tenth 2012 Not Not
shaft engineering, Metallurgy Applicable® Applicable
Construction Group Limited
Contract for Corporation
Construction Cangnan Branch
Project (FHirER AR
BRI S W NEIEF A T])

(W TR LA
[ )

8. Construction China Coal No. 16 May 2012 | Not Not
contract for Fangiao | 3 Construction Applicable® Applicable
iron ore vertical (Group)
shaft freezing Corporation Ltd.
engineering (e =ik
TR I I (SRR E R AT
REE TR L5 [H

9. Fangiao iron ore Citic Heavy 13 March 8,180 818
hoister and derrick Industries Co., 2013
Contract for the Ltd.

Purchase and Sale | (1{Z®E THWA
of Industrial and PR T)

Mining Products

TR S THIL &

L (LR 5y

A ED

10. Construction Anhui Rock 29 August 78,510® 13,314
contract for Zhouiji and Soil Drilling | 2012

iron deposit
exploration project
delegation
SRR PRED R I
HZ=AEM LA TR

Engineering Co.,
Ltd.

(ZHBUE L T
AR TR )
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Name of
the Other Value of Outstanding
Contracting Date of Contract Amount®

No. Description Party Contract (RMB’000) (RMB’000)
11. General contract Western Anhui 12 October 86,570 10,192

for construction Huai Water 2012

of the first phase Conservancy

of industrial and Hydropower

water supply in Construction

Huoqiu economic and Installation

development zone Co., Ltd.

and mining area (FE PG YT KR 7K

B BRABE T K XN FL A SR e AT R

X Tk 7k —JH TEAH])

TR T A& AR
12. Commissioned Water Supplies 28 89,600 Nil

construction Bureau of September

management Huogiu County 2012

agreement for People’s

the first phase Government

of industrial (FE BB N RRBUFR

water supply in K4 )

Huogiu economic

development zone

and mining area

R BEIT K X

X Ak Kk — 31

TSR B

e
13. General contract Hefei Bangneng | 13 February 14,000 302

for procurement Power 2014

and construction of | Installation Co.,

Madian staff public Ltd.

rental housing (BB RE R )%

power supply RAMRATA)

and distribution

engineering

L E R T AR b5 it

P H ARG it

TRAEEA
14. Contract for Anhui Haiyu 2 June 2015 10,740 Nil

equipment Electric

procurement of Appliance Co.

Madian staff public Ltd.

rental housing (ZRBTFHARA

power supply PR )

and distribution
engineering

I JE T FH it
WE L T RR T R
AL E [F]

[-25




APPENDIX | — INFORMATION RELATING TO THE TARGET COMPANY

Name of
the Other Value of Outstanding
Contracting Date of Contract Amount®

No. Description Party Contract (RMB’000) (RMB’000)
15. Madian staff public | Shanghai 20 June 2012 | 43,359.3 2,166

rental housing Dongkang

five buildings, Constructional

Construction Engineering Co.,

Contract for Ltd.

Construction (BRI T

Project (#1, #2, #5, | FEABRAF)

#8, #11)

L EHR T A 55 TR

B (i TR T

AFED) (#1. #2. #5

. #8. #11)
16. Madian staff public Shanghai 5 June 2013 36,588.093 Nil

rental housing Dongkang

three buildings Constructional

and canteen, Engineering Co.,

Construction Ltd.

Contract for (BRI T

Construction AR A A])

Project (#4, #7,

#10)

IR T ARG =

PRtk b e (i

AR T A A

(#4. #7. #10)
17. Madian staff public | Shanghai December 10,530® Nil

rental housing Dongkang 2013

common auxiliary Constructional

engineering, Engineering Co.,

Construction Ltd.

Contract for (F AR

Construction FEARAH])

Project

LEIR T AR A

WA (R TE

Jit T2 A
18. Land reclamation Land Bureau of 11 August 976.278 Nil

cost regulatory Huogiu County 2014 (deposit to

agreement and Huoqiu be paid in

T B A A branch of China the first year)

X Construction +

Bank
(BESEE L.
AT B AT)

244.069
(further
deposit
payments to
be incurred
annually as
long as the
Steel Project
is operating)®
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Notes:

(1)
)

(©)

4)

This is based on information provided to the Group by the Vendor for the Group’s internal assessment purposes.

As advised by PRC Counsel, Zhong Xin Law Office, these contracts do not have an express contractual value as
the Target Company will be charged on an ad-hoc basis as and when work or services are rendered by the relevant
contractor(s). These contracts have been included in the list of material contracts entered into by the Target Company
as the Target Company had provided these contracts to PRC Counsel for their review of contracts worth more than
RMB5 million in value.

Based on information provided by the Target Company, the Company understands that this sum is an estimated
figure.

As advised by PRC Counsel, Zhong Xin Law Office, the deposit will be refunded to the Target Company once the
Target Company restores the land to its original state when it is no longer operating the Steel Project. The Company
is unaware of whether the Target Company has made the necessary payments.

MATERIAL LITIGATION

As at the Latest Practicable Date, save as disclosed below, after making reasonable enquiries,
none of the Directors are aware of any legal or arbitration proceedings to which the Target
Company is a party or which is pending or contemplated, the outcome of which in the opinion
of the Directors may have a material and adverse effect on the financial position of the enlarged
group (comprising the Target Company and the Group) taken as a whole.

(A)

Contractual disputes
Settled cases

On 15 September 2015, Shanghai Dongkang Construction Engineering Co., Ltd (L
RN TFEA R 7)) had submitted 2 separate claims against the Target Company for
RMB66,464,226.64 and RMB33,942,574.34 respectively to the Intermediate People’s Court
of Livan City in the PRC. The dispute had arisen from a construction contact entered into
between Shanghai Dongkang Construction Engineering Co., Ltd (LR E#EM LA R
/v#]) and the Target Company. Further to the court proceedings, the Target Company had
made the relevant payments to Shanghai Dongkang Construction Engineering Co., Ltd (_I-i
REFEEF TFEHRAF) in February 2016.

On 12 September 2016, Schindler (Xuchang) Elevator Co., Ltd. (Figkifuik (42D HEA R
/vH]) had submitted a claim against the Target Company for RMB2,983,000 to the People’s
Court of Huogiu County, Anhui Province in the PRC. The dispute had arisen from a sale
and purchase agreement entered into between Schindler (Xuchang) Elevator Co., Ltd. (P4
ik (FE) HEFEBRA ) and the Target Company. The parties had agreed to settle in
September 2016 and Schindler (Xuchang) Elevator Co., Ltd. (FE4kifis (YFE) HELHRA
#]) withdrew its claim after the Target Company made payment of the contract amount.

On 12 February 2017, Ningbo Metallurgical Survey and Design Institute Co., Ltd. (T*¥16
ST B I A TR 2 7)) had submitted a claim against the Target Company for
RMB2,731,740.61 to the People’s Court of Huogiu County, Anhui Province in the PRC. In
March 2017, the case was settled under the auspices of the court. The Target Company had
returned to Ningbo Metallurgical Survey and Design Institute Co., Ltd (76 & &% 1M 5L
et BR /A &) the deposit and the other contract payments, and the parties continued to
perform their obligations thereunder.

Unsettled cases

On 25 January 2017, Hefei Rong Yida Trading Co., Ltd (&L AR A AR A F) had
submitted a claim against China Coal No.3 Construction (Group) Co., Ltd. (4 #28 — &%
(%£HF) HRAT) and the Target Company for RMB1,079,944.11 to the People’s Court of
Huoqiu County, Anhui Province in the PRC. The case involves a claim for payment under an
engineering / equipment contract entered into with the claimant, and is currently on-going.
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(B) Employment disputes

The Company has been advised by PRC Counsel, Zhong Xin Law Office, that the Target
Company had been the subject of several employment disputes previously. 4 former
employees had been made separate claims for financial compensation to the Labour
Arbitration Commission (357 23)ff#Z 1 43). Further to their investigations, the Labour
Arbitration Commission (578l {11#Z% i 2%) agreed with the complainants, and the Target
Company has made the relevant payments.

SUMMARY FINANCIAL INFORMATION

As part of the bidding process on the Target Company, the Group had been furnished with the
unaudited management accounts of the Target Company for the financial years ended 31
December 2016, 2015 and 2014.

Below are the unaudited financial statements of the Target Company for the financial years ended
31 December 2016, 2015 and 2014, which were prepared in accordance with Chinese Accounting
Standards.

Since its incorporation, the Target Company had only commenced constructing the Steel Project
and had not commenced any operations, and accordingly there has been no revenue earned by
the Target Company to date. As the construction of the Steel Project had ceased in 2014, the
Target Company has been dormant in 2015 and 2016.

Unaudited Statement of Profit or Loss
For the financial years ended 31 December 2016, 2015 and 2014

2016 2015 2014

RMB’000 RMB’000 RMB’000
Revenue - - -
Cost of sales - - -
Gross profit - - -
Other income™ - 463 34,706
Administrative expenses® - - (77,836)
Finance costs - - (198)
Profit (Loss) before tax - 463 (43,328)
Income tax expenses - - -
Profit (Loss) for the year - 463 (43,328)
Notes:

(1)  Other income relates to interest earned on bank balances placed with financial institutions.

(2)  Expenses incurred in relation to the construction of the Steel Project.
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Unaudited Statement of Financial Position

As at 31 December 2016, 2015 and 2014

ASSETS

Current assets

Cash and cash equivalents
Trade and other receivables
Inventories

Total current assets

Non-current assets
Property, plant and equipment
Other asset

Total assets

LIABILITIES AND EQUITY

Current liabilities

Trade and other payables
Borrowings and notes payables
Provision for taxation

Total current liabilities

Total liabilities
Net assets

Capital reserves
Share capital
Retained earnings
Total equity

[-29

2016 2015 2014

RMB’000 RMB’000 RMB’000
412,833 774,024 1,175,832
374,845 348,678 18,246
167 174 179
787,845 1,122,876 1,194,437
3,593,831 3,345,972 3,225,978
- - 300,000
3,593,831 3,345,972 3,625,978
4,381,676 4,468,848 4,720,415
1,427,616 1,533,285 1,460,398
13,585 4,044 339,505
22,186 13,230 2,686
1,463,387 1,550,559 1,802,589
1,463,387 1,550,559 1,802,589
2,918,289 2,918,289 2,917,826
3,000,000 3,000,000 3,000,000
(81,711) (81,711) (82,174)
2,918,289 2,918,289 2,917,826
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Unaudited Statement of Cash Flows
As at 31 December 2016, 2015 and 2014

Net cash inflow/ (outflow) from operating

activities

Net cash outflow from investing activities
Cash inflow from financing activities
Net decrease in cash and cash equivalent

Cash and cash equivalents at the beginning

of the year

Cash and cash equivalents at the beginning

of the year

Note:

2016 2015 2014
RMB’000 RMB’000 RMB’000
- 463 (48,603)
(361,191)" (402,271)"  (170,901)
(361,191) (401,808) (219,504)
774,024 1,175,832 1,395,336
412,833 774,024 1,175,832

(1)  This relates to payments made to suppliers/contractors in relation to the construction works done prior to 2014.
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

December 2, 2017

The Board of Directors
Delong Holdings Limited
55 Market Street

Level 10

Singapore 048941

Dear Sirs,

Report on the Compilation of Unaudited Pro Forma Financial Information of the Enlarged Group
Included in a Circular to Shareholders of Delong Holdings Limited

We have compiled the Unaudited Pro Forma Financial Information of the Enlarged Group consisting Delong
Holdings Limited (“Delong” or the “Company”) and its subsidiaries (“Delong Group” or “Group”), Anhui
Shoukuang Dachang Metal Materials Co., Ltd (“Anhui Shoukuang” or the “Target Company”) and PT. Dexin
Steel Indonesia ("JV”) (collectively, the “Enlarged Group”) based on information you have provided. The
Unaudited Pro Forma Financial Information of the Enlarged Group comprises the unaudited pro forma
statement of financial position as at December 31, 2016, the unaudited pro forma statement of profit or
loss and other comprehensive income for the financial years ended December 31, 2016, 2015 and 2014,
the unaudited pro forma statement of cash flows for the financial year ended December 31, 2016, and
related notes (the “Unaudited Pro Forma Financial Information”) as set out on pages II-3 to II-21 of the
Circular dated December 2, 2017 to be issued in connection with the proposed acquisition of 51% equity
stake in Anhui Shoukuang by Delong’s indirect wholly-owned subsidiary, Delong Steel Limited and the
proposed incorporation of a joint venture company named PT. Dexin Steel Indonesia by Delong’s indirect
wholly-owned subsidiary, Delong Steel Singapore Projects Pte Ltd. The applicable criteria on the basis of
which the Management has compiled the Unaudited Pro Forma Financial Information is described in Note 4
(“Basis of Preparation”).

The Unaudited Pro Forma Financial Information of the Enlarged Group has been compiled by the
Management to illustrate the impact of the event or transaction as set out in Note 2 of the Unaudited Pro
Forma Financial Information on:

() the unaudited pro forma financial position of the Enlarged Group as at December 31, 2016 as if the
event or transaction had occurred on December 31, 2016;

(ii)  the unaudited pro forma financial performance of the Enlarged Group for the financial years ended
December 31, 2016, 2015 and 2014 as if the event or transaction had occurred on January 1, 2014;
and

(iii) the unaudited pro forma cash flows of the Enlarged Group for the financial year ended December 31,
2016 as if the event or transaction had occurred on January 1, 2016.

We performed this compilation engagement in accordance with Singapore Standard on Related Services
4410 (Revised), Compilation Engagements.

We have applied our expertise in accounting and financial reporting to assist you in the preparation and
presentation of the Unaudited Pro Forma Financial Information in accordance with the Basis of Preparation
as described in Note 4 of the Unaudited Pro Forma Financial Information. We have complied with relevant
ethical requirements, including principles of integrity, objectivity, professional competence and due care.

This Unaudited Pro Forma Financial Information and the accuracy and completeness of the information
used to compile it are your responsibility.
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UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

Since a compilation engagement is not an assurance engagement, we are not required to verify the
accuracy or completeness of the information you provided to us to compile the Unaudited Pro Forma
Financial Information. Accordingly, we do not express an audit opinion or a review conclusion on whether
the Unaudited Pro Forma Financial Information is prepared in accordance with the Basis of Preparation as
described in Note 4 of the Unaudited Pro Forma Financial Information.

This Unaudited Pro Forma Financial Information has been prepared for inclusion in the circular to the
shareholders (“Circular”) of Delong in connection with the proposed acquisition of 51% equity stake in
Anhui Shoukuang by Delong’s indirect wholly-owned subsidiary, Delong Steel Limited and the proposed
incorporation of a joint venture company named PT. Dexin Steel Indonesia by Delong’s indirect wholly-
owned subsidiary, Delong Steel Singapore Projects Pte Ltd and may not be suitable for any other purpose.

Deloitte & Touche LLP
Public Accountants and
Chartered Accountants
Singapore

December 2, 2017
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

UNAUDITED ENLARGED GROUP PRO FORMA STATEMENT OF FINANCIAL POSITION
As at December 31, 2016

2016

RMB’'000
ASSETS
Current assets
Cash and cash equivalents -
Bank balances pledged 1,571,779
Held for trading investments 725,943
Held-to-maturity financial asset 371,050
Trade and other receivables 935,807
Inventories 552,685
Other assets 681,124
Total current assets 4,838,388
Non-current assets
Available-for-sale financial assets 203,988
Investments in subsidiaries -
Investment in an associate 4,001
Investment in a joint venture 452,250
Property, plant and equipment 6,490,075
Loan to a joint venture 2,412,000
Intangible asset 1,440
Goodwill 365,697
Deferred tax assets 6,508
Total non-current assets 9,939,959
Total assets 14,774,347
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

UNAUDITED ENLARGED GROUP PRO FORMA STATEMENT OF FINANCIAL POSITION
As at December 31, 2016

2016
RMB’000
LIABILITIES AND EQUITY
Current liabilities
Trade and other payables 4,404,296
Borrowings and notes payables 5,639,571
Provision for taxation 62,065
Total current liabilities 10,105,932
Non-current liabilities
Borrowings 204,906
Other payables 141,611
Deferred tax liabilities 23,249
Total non-current liabilities 369,766
Total liabilities 10,475,698
Net assets 4,298,649
Capital reserves and
non-controlling interests
Share capital 406,644
Capital reserve 261,613
Fair value reserve (304)
Currency translation reserve 23,424
Statutory reserve 141,072
Retained earnings 1,709,422
Equity attributable to owners of
the Company 2,541,871
Non-controlling interests 1,756,778
Total equity 4,298,649

The accompanying notes form an integral part of this Unaudited Pro Forma Financial Information of the
Enlarged Group.
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

UNAUDITED ENLARGED GROUP PRO FORMA STATEMENT OF PROFIT OR LOSS AND
OTHER COMPREHENSIVE INCOME
For the financial years ended December 31, 2016, 2015 and 2014

2016 2015 2014
RMB’000 RMB’000 RMB’000
Revenue 9,874,981 6,952,304 9,523,568
Cost of sales (8,410,749) (6,931,311) (8,863,497)
Gross profit 1,464,232 20,993 660,071
Other income 88,948 85,894 129,740
Other losses - net (676,832) (15,509) 3,242
Distribution and marketing costs (76,576) (68,962) (55,756)
Administrative expenses (260,351) (266,309) (382,957)
Finance costs (330,610) (278,713) (329,379)
Share of loss of an associate (339) (237) (323)
Profit (Loss) before tax 208,472 (522,843) 24,638
Income tax expenses (99,398) (8,204) (75,853)
Profit (Loss) for the year 109,074 (531,047) (51,215)
Other comprehensive income (loss)
Items that may be reclassified subsequently to profit or loss
Currency translation differences 6,753 (1,320) (486)
Fair value change on available-for-sale financial assets 22,794 (12,243) (1,986)
Other comprehensive income (loss) for the year,
net of tax 29,547 (13,563) (2,472)
Total comprehensive income (loss) for the year 138,621 (544,610) (53,687)
Loss attributable to:
Owners of the Company 112,781 (492,858) (23,958)
Non-controlling interests (3,707) (38,189) (27,257)
109,074 (531,047) (51,215)
Total comprehensive income (loss) attributable to:
Owners of the Company 138,421 (502,552) (26,430)
Non-controlling interests 200 (42,058) (27,257)
138,621 (544,610) (53,687)
Profit (Losses) per share
(expressed in RMB per share)
- Basic 1.02 (4.47) (0.22)
- Diluted 1.02 (4.47) (0.22)

The accompanying notes form an integral part of this Unaudited Pro Forma Financial Information of the
Enlarged Group.
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

UNAUDITED ENLARGED GROUP PRO FORMA STATEMENT OF CASH FLOWS
For the financial year ended December 31, 2016

2016
RMB’000
Operating activities
Profit for the year 109,074
Adjustments for:
Income tax expenses 99,398
Depreciation 459,735
Amortisation of intangible assets 5,760
Impairment loss for property, plant and equipment 600,000
Allowance for inventories - net 37,867
Allowance for doubtful debts 2,903
Loss on disposal of property, plant and equipment 13,318
Refundable deposit written off 20,791
Fair value loss on held for trading investments 825
Impairment loss for available-for-sale financial assets 45,000
Share of loss of an associate 339
Loss on disposal of subsidiary 3,416
Interest income (72,801)
Interest expenses 330,610
Unrealised exchange differences (42,027)
Operating cash flow before movements in working capital 1,614,208
Bank balances pledged (133,902)
Receivables 43,289
Inventories (123,489)
Payables (Notes A and B) 96,184
Cash generated from operations 1,496,290
Income taxes paid (27,534)
Net cash from operating activities 1,468,756

6
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF

UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP

FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

UNAUDITED ENLARGED GROUP PRO FORMA STATEMENT OF CASH FLOWS
For the financial year ended December 31, 2016

Investing activities
Payments for property, plant and equipment
Proceeds from disposal of available-for-sale financial assets
Proceeds from disposal of property, plant and equipment
Purchase of investments held for trading
Purchase of available-for-sale financial assets
Purchase of held-to-maturity financial assets
Acquisition of a subsidiary (Note B)
Contribution to a joint venture (Note A)
Disposal of a subsidiary
Interest received
Net cash used in investing activities

Financing activities
Proceeds from borrowings from banks, non-controlling
shareholders and other financial institutions
Repayment of borrowings from banks and other financial institutions
Interest paid
Net cash from financing activities

Net decrease in cash and cash equivalents

Cash and cash equivalents at the beginning of the year
Effects of currency translation on cash and cash equivalents
Cash and cash equivalents at the end of the year

Note A

The Group’s contribution to a joint venture with an aggregate amount of RMB2.865
RMBO0.859 billion was outstanding and included in other payables (Note 4.4 (f)).
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2016
RMB’000

(69,451)
14,696
11,077

(493,895)
(83,351)
(171,050)
(969,432)
(2,004,975)

(25,475)
72,801

(3,719,055)

4,906,064

(2,935,052)

(230,361)
1,740,651

(509,648)
484,864
24,784

billion of which



APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

UNAUDITED ENLARGED GROUP PRO FORMA STATEMENT OF CASH FLOWS
For the financial year ended December 31, 2016

Note B

The Proposed Acquisition as set out in Note 2.1 is assumed to have occurred at January 1, 2016 for the
purpose of unaudited pro forma cash flow statement of the Enlarged Group. The recognised amounts of
identifiable assets acquired and liabilities of Anhui Shoukuang assumed at the date of acquisition and
based on the assumption in Note 4.1 (c) are as follows:

2016
RMB’000
Current assets
Cash and cash equivalent 412,833
Trade and other receivables 374,845
Inventories 167
787,845
Non-current assets
Property, plant and equipment 4,260,802
Total assets 5,048,647
Current liabilities
Trade and other payables (1,427,616)
Borowings and notes payables (13,585)
Provision for taxation (22,186)
(1,463,387)
Net assets acquired 3,585,260
Goodwill Arising from the Proposed Acquisition
Consideration transferred:
Cash 1,379,765
Deferred consideration * 814,414
Total 2,194,179
Non-controlling interest 1,756,778
3,950,957
Less: Fair value of net assets acquired (3,585,260)
365,697
Net cash flow outflow arising from Proposed Acquisition
Consideration paid in cash (1,379,765)
Less: Cash and cash equivalent balances acquired 412,833
Effects on pro forma adjustments arising from the different basis of preparation of
pro forma statement of financial position and income statement (2,500)
Net cash flow outflow arising from Proposed Acquisition (969,432)
* The deferred consideration was outstanding as of December 31, 2016 and included in other
payables.

The accompanying notes form an integral part of this Unaudited Pro Forma Financial Information of the
Enlarged Group.
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

1 GENERAL INFORMATION
1.1 Background of Delong Holdings Limited

Delong Holdings Limited (“Delong Holdings or the Company”) (Registration Number 199705215G) is
incorporated in Singapore with its principal place of business and registered office at 55 Market Street,
Level 10, Singapore 048941. The Company is listed on the Singapore Exchange Securities Trading
Limited. The Unaudited Pro Forma Financial Information of the Enlarged Group set out in this report is
expressed in Chinese Renminbi.

The principal activity of the Company is that of investment holding.

The principal activities of the subsidiaries are disclosed in Note 3 to the Unaudited Pro Forma Financial
Information of the Enlarged Group.

1.2 Background of Anhui Shoukuang Metal Materials Co., Ltd.

Anhui Shoukuang Dachang Metal Materials Co., Ltd (“fAnhui Shoukuang”) was incorporated in the
People’s Republic of China ("PRC”) on 24 March 2010 and is based in the Anhui Huogiu Economic
Development Zone (ZHAEEFFHAX) in PRC. Anhui Shoukuang is a limited liability company lawfully
established and validly existing under the laws of the PRC with a registered and paid-up capital of
RMB3 billion, of which 51% is owned by Beijing Shougang Mining Investment Co., Ltd, and the
remaining 49% is owned by Anhui Dachang Mining Group (Z#k ENEFIHIRAE).

Anhui Shoukuang will be principally engaged in the manufacture and sale of steel bars and wire rods.

Anhui Shoukuang was in the midst of constructing an integrated steel plant, which upon completion,
was expected to result in the Target Company generating an annual production capacity of
approximately 3.05 million tonnes.

1.3 Background of PT. Dexin Steel Indonesia

On June 12, 2017, the Group’s indirect wholly-owned subsidiary, Delong Steel Singapore Projects Pte
Ltd entered into a joint venture agreement with Shanghai Decent Investment (Group) Co., Ltd ( /&5
E9% (EH) AIRATE) and PT. Indonesia Morowali Industrial Park (FIE4HA & EFXE I IEXHLZHEAT])
pursuant to which they shall inter alia invest and undertake the construction of a steel plant at
Tsingshan Park with an annual capacity of 3.5 million tonnes and incorporate a joint venture company
named PT. Dexin Steel Indonesia for such purpose.
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

2 Proposed Acquisition and Proposed Joint Venture
2.1 Proposed Acquisition

On May 20, 2017, the Company’s subsidiary, Delong Steel Limited ("Delong Steel”) entered into a
binding memorandum of understanding (the “MOU”) with Beijing Shougang in relation to the
proposed acquisition by Delong Steel of 51% of the equity stake in Anhui Shoukuang Dachang Metal
Materials Co., Ltd (“Anhui Shoukuang”) (the “Target Company”) from Beijing Shougang (“the
Proposed Acquisition”).

As the Beijing Shougang’s 51% equity stake in the Target Company (the “Target Stake”) is deemed
to be a PRC state-owned asset, Beijing Shougang was required to entrust a legally qualified third
party authority with auditing and assessing the Target Company and the Target Stake in accordance
with the applicable PRC laws and approved asset assessment procedures (the “Audit and Assessment
Procedures”). Based on the results of the Audit and Assessment Procedures, Beijing Shougang shall
then be allowed to transfer the Target Stake pursuant to the Bidding Exercise at a price not lower
than that derived from the results thereof.

Under the MOU, it was agreed that after completion of the Target Company due diligence and the
Audit and Assessment Procedures, Delong Steel shall proceed to make a bid for the Target Stake at a
price not lower than the minimum bid price listed by the Vendor (subject to such listed minimum bid
price not being higher than the approved results of the Audit and Assessment Procedures). As the
Target Stake is considered state-owned property in the PRC, the Proposed Acquisition is subject to
an open tender process and there will be other bidders participating in the Bidding Exercise.

Upon completion of the acquisition, the Company shall own 51% of the equity stake of the Target
Company.

2.2 Proposed Joint Venture

On June 12, 2017, the Group’s indirect wholly-owned subsidiary, Delong Steel Singapore Projects Pte
Ltd entered into a joint venture agreement with Shanghai Decent Investment (Group) Co., Ltd ( /&
¥ (8EH) BARAE) ("Shanghai Decent”) and PT. Indonesia Morowali Industrial Park (B4 &1EX
HUURXHEAAIEAT) (“"Morowali”). The Parties propose to jointly invest in and construct a steel plant
with an annual capacity of 3.5 million tonnes at Tsingshan Park, an industrial park developed by
Morowali situated at Bahadopi Village, Morowali County, Central Sulawesi Province, Indonesia, with full
auxiliary facilities for nickel mining and smelting and stainless steel manufacturing.

It is expected that the steel plant will produce slab, wire rod and bar to be sold mainly to customers in
Indonesia, whilst any surplus products will be exported to other ASEAN markets.

The Proposed Joint Venture will enable the Group to leverage on Shanghai Decent’s and Morowali’s
extensive experience and expertise in the steel business in Indonesia, and also facilitate the Group’s
expansion into the ASEAN markets.
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

3. Details of the Enlarged Group

Upon completion of the proposed transactions, the Company will have the following entities

Country of Effective Principal activities
Name of subsidiary incorporation  Holding

Held by the Company

Asia Paragon International Limited British Virgin 100% Investment holding
Islands
Dexin Steel Pte Ltd Singapore 100% Procurement and sale of
iron ore

Delong Asset Management (Hong Kong) Hong Kong 100%
Limited Assets Management

Held by Asia Paragon International Limited

Delong Steel Limited PRC 100% Production and sales of
hot-rolled

Dezhong International Financing
Leasing Co., Ltd PRC 100% Finance leasing activities

Held by Dexin Steel Pte Ltd

Xingtai Xinlong Coal-Gas Co., Ltd PRC 100% Coal gas recycling
Xingtai Delong Machinery and Mill Roll PRC 100% Design, development,
Co., Ltd manufacturing and

sale of large
Dexin Holdings Pte Ltd Singapore 100%  Investment holding
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

3. Details of the Enlarged Group (cont’d)
Country of Effective Principal activities
Name of subsidiary incorporation  Holding
Held by Delong Steel Limited
Delong International Trading (Tianjin) PRC 100%  Investment in resource-related
Co., Ltd (Formerly known as Tianjin projects and trading in steel
Qiruicheng International and steel-related products
Trading Co., Ltd)
Beijing Longyuan Weida Energy PRC 100%  Technology development,
Technology Co., Ltd technology advisory and
technology related investments
Delong Steel Singapore Projects Pte Ltd Singapore 100%  Investment holding
Anhui Shoukuang Dachang Metal PRC 51% Production and sale of bar and
Materials Co., Ltd wire rods
Held by Delong International Trading (Tianjin) Co., Ltd
Laiyuan County Aoyu Steel Co., Ltd PRC 100% Production and sale of
hot-rolled coils
Country of Effective Principal activities
Name of joint venture incorporation  Holding
Held by Delong Steel Singapore
Projects Pte Ltd
PT. Dexin Steel Indonesia Indonesia 45% Production and sale of slab,
wire rod and bar
12
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

4. Basis of preparation

4.1 The Unaudited Pro Forma Financial Information of the Enlarged Group, which has been prepared, for
illustrative purposes only and based on certain assumptions and after making certain adjustments
on:

(@) The unaudited pro forma financial position of the Enlarged Group as at December 31, 2016, as if
the event or transaction had occurred on December 31, 2016;

(b) The unaudited pro forma financial performance of the Enlarged Group for the financial years
ended December 31, 2016, 2015, and 2014 as if the event or transaction had occurred on
January 1, 2014; and

(c) The unaudited pro forma cash flows of the Enlarged Group for the financial years ended
December 31, 2016, as if the event or transaction had occurred on January 1, 2016.

4.2 The Unaudited Pro Forma Financial Information of the Enlarged Group, because of its nature, may
not give a true picture of the Enlarged Group’s actual financial positions, financial results and cash
flows and is not necessarily indicative of the results of operations or related effects on financial
positon that would have been obtained had the Enlarged Group actually existed earlier.

4.3 The Unaudited Pro Forma Financial Information of the Enlarged Group for the financial years ended
31 December 31, 2016, 2015 and 2014 have been compiled based on the following:

(@) The audited consolidated financial statements of the Group for the financial years ended 31
December 31, 2016, 2015 and 2014 were prepared in accordance with Singapore Financial
Reporting Standards, and audited by Deloitte & Touche LLP in accordance with Singapore
Standards on Auditing. The auditors’ reports on the financial statements were not subject to any
qualification.

(b) The unaudited management accounts of Anhui Shoukuang for the financial years ended 31
December 31, 2016, 2015 and 2014 were prepared in accordance with International Financial
Reporting Standards for the purpose of inclusion in the Circular.

(c) On June 12, 2017, the Group’s indirect wholly-owned subsidiary, Delong Steel Singapore Projects
Pte Ltd entered into a joint venture agreement with Shanghai Decent and Morowali (“Proposed
Joint Venture”). The Group’s contribution to the Proposed Joint Venture is approximately
RMB2.864 billion, comprising RMB0.452 billion contribution to paid-up capital of the JV and
RMB2.412 billion in shareholders’ loan. The shareholders’ loan is assumed to be interest free.

4.4 The following key assumptions and adjustments were made on the Unaudited Pro Forma Financial
Information of the Enlarged Group:

(@) The purchase consideration in respect of the proposed acquisition is estimated to be RMB2.19
billion which represents the higher range of the indicative bidding range, approximately 120% of
the valuer’s valuation. The valuer’s valuation is derived based on the latest unaudited net asset
value of Anhui Shoukuang for the financial year ended December 31, 2016 and adjusted for the
fair value gain of the property. The purchase consideration is satisfied by the Company’s internal
resources of RMB2.19 billion.

The consideration of RMB814.41 million was outstanding as of December 31, 2016 and included
in other payables. This may differ from the actual purchase consideration as it will depend on the
final bid price of the Target Stake at the date of the bidding exercise to be conducted in due
course. Accordingly, the deemed consideration determined on the actual completion date may
differ from the assumption used.
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

4. Basis of preparation (cont’'d)

(b) The difference between the cost of acquisition and the fair values of the net assets acquired is
accounted as goodwill/bargain purchase. Goodwill is not amortised but is reviewed for
impairment annually or more frequently if events or changes in circumstances indicate that it
might be impaired. An impairment loss in respect of goodwill is not reversed in a subsequent
period.

The fair value of the identifiable assets acquired and the liabilities assumed in the acquisition is
assumed to be the net assets of Anhui Shoukuang as at the acquisition date adjusted for the fair
value gain of the property, for the purposes of preparation of the Unaudited Pro Forma Financial
Information of the Enlarged Group. The fair value gain of the property is assumed to be
RMB666.97 million as described below. This may differ from the fair values of the net assets as
at the actual date of completion of the Proposed Acquisition. The Unaudited Pro Forma Financial
Information excludes the effect of any deferred tax liability arising from the fair value
adjustment. As the actual goodwill/bargain purchase will have to be determined at the
completion of the Proposed Acquisition, the actual goodwill/bargain purchase could be materially
different from the amount derived based on the assumption used.

Based on the independent valuation report dated on July 28, 2017, the fair value gain of the
property amounts to RMB666.97 million. The valuation of the property was arrived using Assets
based approach.

The difference between the cost of acquisition and the fair values of the net assets acquired is
assumed to be a goodwill of RMB365.70 million. For the purpose of the preparation of the
Unaudited Pro Forma Financial Information, any goodwill arising from the acquisition is assumed
not to be impaired.

(c) The acquisition related costs relating to the Proposed Acquisition are assumed to be RMB2.5
million. This may differ from the actual cost at the completion of the Proposed Acquisition.

(d) Certain differences exist between IFRS and SFRS which are neither material nor relevant to the
Unaudited Pro Forma Financial Information. Management of the Company has assessed and
determined that the differences between IFRS and SFRS in respect of the financial statements of
Anhui Shoukuang is not significant.

(e) The Group’s contributions to the Proposed Joint Venture of RMB2.864 billion are satisfied by the
Company’s internal resources of RMB0.859 billion and bank borrowings of RMB2.005 billion. The
consideration of RMBO0.859 billion was outstanding as of December 31, 2016 and included in
other payables. The interest expense arising from bank borrowings is assumed to be RMB0.100
billion, based on an interest rate of 5% per annum.
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

4. Basis of preparation (cont’'d)

4.5 The Company expects that the Target Company will require approximately RMB6.9 billion in order to
complete the construction and equipment installation of the integrated steel plant to be operated by
the Target Company upon the completion of its construction (“Steel Project”) and to commence
operations. The following factors were taken into consideration in arriving at the estimated figure of
RMB6.9 billion:

(a) the aggregate value of existing contracts with contractors and equipment suppliers for the
construction and equipment installation respectively of the Steel Project, being
approximately RMB6.47 billion;

(b) miscellaneous expenses, including but not limited to expenses in relation to the conduct of
feasibility studies, procurement of professional technical advice, prospecting expenses in
relation to public infrastructure around the Steel Project such as roads, and power and
water supply engineering, being approximately RMB260.91 million; and

(c) the exploration licence fees in respect of the Fangiao Mine and Zhouji Mine as well as the
compensation fees applicable thereto, being approximately RMB163.93 million.

The estimated amount required of RMB6.9 billion will be financed by the Target Company through
one or more of the following methods:

(@) project financing, for example, Engineering, procurement and construction (“EPC”) financing
and bank project financing facilities;

(b) capital contribution from shareholders;
(c) external bank borrowings; and/or
(d) further share issuances

The Target Company had entered into EPC contracts with the existing contractors of the Steel
Project, and the effectiveness of such contracts are subject to and conditional upon the Group
successfully acquiring the Target Stake.

Based on these EPC contracts, the EPC contractors will provide EPC financing of up to 50% of the
total construction costs amounting to approximately RMB3.5 billion at the outset, and such amounts
will only be repayable by the Target Company within 2 years after the Steel Project commence
operations. The Target Company intends to repay such EPC financing when they fall due, using cash
generated from operations and proceeds from long-term project financing facilities.

Assuming that the remaining amount required of approximately RMB3.5billion is to be fully funded by
the shareholders, the Company expects Anhui Dachang Mining Group Co., Ltd (ZZEk EN EHH
FEZNE]) (“Anhui Dachang”) and the Group to contribute to such amount in proportion to their
shareholdings in the Target Company. Accordingly, the Group’s contribution will be approximately
RMB1.75 billion (based on the Group’s pro-rated contribution as a 51% shareholder of the Target
Company following completion of the Proposed Acquisition).

The costs relating to the Steel Project and the related contribution from the Group are not included in
the Unaudited Pro Forma Financial Information of the Enlarged Group.

15
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

5. Statement of adjustments

5.1 Unaudited enlarged group pro forma statement of financial position for the year ended
December 31, 2016

Summation Pro Forma

of Financial Pro Forma Financial

Information Adjustment Information

RMB’000 RMB’000 RMB’000

ASSETS
Current assets
Cash and cash equivalents 1,379,765 (i) (1,379,765) -
Bank balances pledged 1,571,779 - 1,571,779
Held for trading investments 725,943 - 725,943
Held-to-maturity financial asset 371,050 - 371,050
Trade and other receivables 935,807 - 935,807
Inventories 552,685 - 552,685
Other assets 681,124 - 681,124
Total current assets 6,218,153 (1,379,765) 4,838,388
Non-current assets
Available-for-sale financial assets 203,988 - 203,988
Investments in subsidiaries - - -
Investment in an associate 4,001 - 4,001
Investment in a joint venture - (i) 452,250 452,250
Property, plant and equipment 5,823,104 (i) 666,971 6,490,075
Loan to a joint venture - 2,412,000 2,412,000
Intangible asset 1,440 - 1,440
Goodwill - 365,697 365,697
Deferred tax assets 6,508 - 6,508
Total non-current assets 6,039,041 3,896,918 9,935,959
Total assets 12,257,194 2,517,153 14,774,347

16
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

5. Statement of adjustments (cont’'d)

5.1 Unaudited Enlarged Group pro forma statement of financial position for the year ended

December 31, 2016

Summation Pro Forma
of Financial Pro Forma Financial
Information Adjustment Information
RMB’000 RMB’000 RMB’000
LIABILITIES AND EQUITY
Current liabilities
Trade and other payables 2,728,107 (i) 1,676,189 4,404,296
Borrowings and notes payables 3,634,596 (i) 2,004,975 5,639,571
Provision for taxation 62,065 - 62,065
Total current liabilities 6,424,768 3,681,164 10,105,932
Non-current liabilities
Borrowings 204,906 - 204,906
Other payables 141,611 - 141,611
Deferred tax liabilities 23,249 - 23,249
Total non-current liabilities 369,766 - 369,766
Total liabilities 6,794,534 3,681,164 10,475,698
Net assets 5,462,660 (1,164,011) 4,298,649
Capital reserves and
non-controlling interests
Share capital 3,406,644 () (3,000,000) 406,644
Capital reserve 261,613 - 261,613
Fair value reserve (304) - (304)
Currency translation reserve 23,424 - 23,424
Statutory reserve 141,072 - 141,072
Retained earnings 1,630,211 (i) 79,211 1,709,422
Equity attributable to owners of
the Company 5,462,660 (2,920,789) 2,541,871
Non-controlling interests - (i) 1,756,778 1,756,778
Total equity 5,462,660 (1,164,011) 4,298,649
17
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

5. Statement of adjustments (cont’'d)

5.2 Unaudited Enlarged Group pro forma statement of comprehensive income for the year ended
December 31, 2016

Summation Pro Forma
of Financial Pro Forma Financial
Information Adjustments Information
RMB’000 RMB’000
Revenue 9,874,981 - 9,874,981
Cost of sales (8,410,749) - (8,410,749)
Gross profit 1,464,232 - 1,464,232
Other income 88,948 - 88,948
Other losses - net (676,832) - (676,832)
Distribution and marketing costs (76,576) - (76,576)
Administrative expenses (260,351) - (260,351)
Finance costs (230,361) @i (100,249) (330,610)
Share of loss of an associate (339) - (339)
Profit before tax 308,721 (100,249) 208,472
Income tax expenses (99,398) - (99,398)
Profit for the year 209,323 (100,249) 109,074
Other comprehensive income
Items that may be reclassified
subsequently to profit or loss
Currency translation differences 6,753 - 6,753
Fair value change on available-for-sale
financial assets 22,794 - 22,794
Other comprehensive income
for the year, net of tax 29,547 - 29,547
Total comprehensive income
for the year 238,870 (100,249) 138,621
Profit attributable to:
Owners of the Company 213,030 (100,249) 112,781
Non-controlling interests (3,707) - (3,707)
209,323 (100,249) 109,074
Total comprehensive income
attributable to:
Owners of the Company 238,670 (100,249) 138,421
Non-controlling interests 200 - 200
238,870 (100,249) 138,621
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

5. Statement of adjustments (cont’d)

5.2 Unaudited Enlarged Group pro forma statement of comprehensive income for the year
ended December 31, 2015

Summation Pro Forma
of Financial Pro Forma Financial
Information Adjustments Information
RMB’000 RMB’000
Revenue 6,952,304 - 6,952,304
Cost of sales (6,931,311) - (6,931,311)
Gross profit 20,993 - 20,993
Other income 85,894 - 85,894
Other losses - net (15,509) - (15,509)
Distribution and marketing costs (68,962) - (68,962)
Administrative expenses (266,309) - (266,309)
Finance costs (178,464) (i) (100,249) (278,713)
Share of loss of an associate (237) - (237)
Loss before tax (422,594) (100,249) (522,843)
Income tax expenses (8,204) - (8,204)
Loss for the year (430,798) (100,249) (531,047)
Other comprehensive loss
Items that may be reclassified
subsequently to profit or loss
Currency translation differences (1,320) - (1,320)
Fair value change on -
available-for-sale financial assets (12,243) (12,243)
Other comprehensive loss
for the year, net of tax (13,563) - (13,563)
Total comprehensive loss
for the year (444,361) (100,249) (544,610)
Loss attributable to:
Owners of the Company (392,382)  (ii)(iii) (100,476) (492,858)
Non-controlling interests (38,416) (iii) 227 (38,189)
(430,798) (100,249) (531,047)
Total comprehensive loss
attributable to:
Owners of the Company (402,076) (iii) (100,476) (502,552)
Non-controlling interests (42,285) (i) 227 (42,058)
(444,361) (100,249) (544,610)
19
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

5. Statement of adjustments (cont’d)

5.2 Unaudited Enlarged Group pro forma statement of comprehensive income for the vyear
ended December 31, 2014

Summation Pro Forma
of Financial Pro Forma Financial
Information Adjustments Information
RMB’000 RMB’000
Revenue 9,523,568 - 9,523,568
Cost of sales (8,863,497) - (8,863,497)
Gross profit 660,071 - 660,071
Other income 129,740 - 129,740
Other losses - net 3,242 - 3,242
Distribution and marketing costs (55,756) - (55,756)
Administrative expenses (380,457) (i) (2,500) (382,957)
Finance costs (229,130) (i) (100,249) (329,379)
Share of loss of an associate (323) - (323)
Profit ((Loss) before tax 127,387 (102,749) 24,638
Income tax expenses (75,853) - (75,853)
Profit (Loss) for the year 51,534 (102,749) (51,215)
Other comprehensive loss
Items that may be reclassified
subsequently to profit or loss
Currency translation differences (486) - (486)
Fair value change on available-
for-sale financial assets (1,986) - (1,986)
Other comprehensive loss
for the year, net of tax (2,472) - (2,472)
Total comprehensive loss
for the year 49,062 (102,749) (53,687)
Profit (Loss) attributable to:
Owners of the Company 57,560 OI) (81,518) (23,958)
Non-controlling interests (6,026) (i) (21,231) (27,257)
51,534 (102,749) (51,215)
Total comprehensive income
(loss) attributable to:
Owners of the Company 55,088 (iii) (81,518) (26,430)
Non-controlling interests (6,026)  (iii) (21,231) (27,257)
49,062 (102,749) (53,687)
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APPENDIX Il - REPORTING ACCOUNTANTS’ REPORT ON THE COMPILATION OF
UNAUDITED PRO FORMA FINANCIAL INFORMATION OF THE ENLARGED GROUP
FOR THE FINANCIAL YEARS ENDED 31 DECEMBER 2014, 2015 AND 2016

NOTES TO UNAUDITED ENLARGED GROUP PRO FORMA FINANCIAL INFORMATION
For the financial years ended December 31, 2016, 2015 and 2014

5. Statement of adjustments (cont’d)

5.3 The Summation of Financial Information comprises the audited statements of financial position
and statements of profit or loss and other comprehensive income of Delong and unaudited
management account of Anhui Shoukuang as of December 31, 2016, and for the year ended
December 31, 2016, 2015 and 2014.

5.4 Details of adjustments made to effect the key assumption stated in Note 4.4 are as follows:

(i) Being adjustment to reflect the proposed acquisition including acquisition related costs
and Proposed Joint Venture.

(i)  Being adjustment to reflect the interest expense incurred for the borrowing on Proposed
Joint Venture.

(iii) Being adjustment to reflect the share of results by non-controlling interest.

6. Profit (Losses) per share

Basic profit (losses) per share is calculated by dividing the net loss attributable to equity holders of
the Company by the weighted average number of ordinary shares of 110,182,709 outstanding
during the financial year.

Diluted losses per share is the same as basic losses per share as there are no dilutive potential
ordinary shares.

21
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APPENDIX Ill - SUMMARY OF VALUATION REPORT DATED 28 JULY 2017

English Translation for Reference Only

Asset Valuation Report

on

Delong Steel Co. Ltd’s Proposed Acquisition

of

51% Stake in Anhui Shoukuang Dachang Metal Material Co., Ltd

held by Beijing Shougang Mining Investment Co., Ltd.

Jing da tang tian jian ping zi (2017) No. 9016

Beijing Datangtianjian Asset Appraisal Co., Ltd.

(company seal)

July 28, 2017

Beijing Datangtianjian Asset Appraisal Co., Ltd.
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APPENDIX Ill - SUMMARY OF VALUATION REPORT DATED 28 JULY 2017

English Translation for Reference Only

Executive Summary of the Asset Valuation Report
on Delong Steel Co. Ltd’s Proposed Acquisition

of 51% Stake in Anhui Shoukuang Dachang Metal Material Co.,Ltd
held by Beijing Shougang Mining Investment Co., Ltd.

Jing da tang tian jian ping zi (2017) No. 9016

With Regard to the proposed transfer of 51% stake in Anhui Shoukuang Dachang Metal Material
Co., Ltd. held by Beijing Shougang Mining Investment Co., Ltd., Beijing Datang Tianjian Asset
Appraisal Co., Ltd., entrusted by Delong Steel Co. Ltd., has conducted assessment on all the
equity interest of Anhui Shoukuang Dachang Metal Material Co., Ltd. in accordance with the
relevant laws and regulations, the generally accepted asset appraisal rules and necessary
evaluation procedures, and has fairly reflected the market value of such equity interest as at 30
April 2017. The results of the asset valuation are as follows:

1. Valuation Purpose: to appraise all the equity interest of Anhui Shoukuang Dachang
Metal Material Co., Ltd. so as to provide valuation basis for Delong Steel Co., Ltd’s
proposed acquisition of 51% stake in Anhui Shoukuang Dachang Metal Material Co.,
Ltd. held by Beijing Shougang Mining Investment Co., Ltd.

2. Valuation Target: all the equity interest of Anhui Shoukuang Dachang Metal Material Co.,
Ltd. as at the Base Date.

3. Valuation Scope: the integrate assets of Anhui Shoukuang Dachang Metal Material Co.,
Ltd., including all its assets and liabilities.

4. Type of Value: market value.

5. Valuation Base Date: April 30, 2017.

6. Valuation Method: asset-based approach.
7. Conclusion

The valuation has been conducted with asset-based approach and conclusions are made
according to the results of such approach.

The book value of total assets in Anhui Shoukuang Dachang Metal Material Co., Ltd. is RMB
4522.708 million, appraised value of total assets is RMB 5114.8517 million, increased by RMB
592.1437 million at a rate of 13.09%. The book value of liability is RMB 1772.3983 million,
appraised value of liability is RMB 1529.5921 million, decreased by RMB 242.8062 million at a
rate of 13.70%. Net assets value is RMB 2750.3097 million, appraised net asset value is RMB
3585.2596 million, increased by 834.9499 million at a rate of 30.36%.

Beijing Datangtianjian Asset Appraisal Co., Ltd.
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APPENDIX Ill - SUMMARY OF VALUATION REPORT DATED 28 JULY 2017

English Translation for Reference Only

The summary of the asset valuation results are as follows:

Summary of Assets Valuation Results

RMB '10,000
Item Book Value Appraised Change Rate of
Value Change (%)
Current assets 91,005.26 91,005.26 0.00 0.00
Non-current assets 361,265.54 420,479.91 59,214.37 16.39
of which: Fixed assets 567.35 374.79 -192.56 -33.94
Construction in progress 256,107.80 256,037.19 -70.62 -0.03
Construction materials 3,491.86 3,491.86 0.00 0.00
Intangible assets 94,246.39 153,723.94 59,477.55 63.11
Other non-current assets 6,852.13 6,852.13 0.00 0.00
Total Assets 452,270.80 511,485.17 59,214.37 13.09
Current liabilities 149,893.23 149,893.23 0.00 0.00
Non-current liabilities 27,346.60 3,065.98 -24,280.62 -88.79
Total Liabilities 177,239.83 152,959.21 -24,280.62 -13.70
Net Assets 275,030.97 358,525.96 83,494.99 30.36

While reading the conclusions in this Report, the users of this Report may wish to take note the
impact of item 11, “Note on Special Matters” on the appraisal conclusions, as well as the
assumptions and conditions of the appraisal conclusions in this Report.

We emphasize that this Report is provided only as a valuation basis for the reference of the
transaction parties in relation to the proposed acquisition of shares in Anhui Shoukuang
Dachang Metal Material Co., Ltd., and shall not be used to replace any decision of the
transaction parties made on the acquisition price.

This Report and the conclusions therein are only used for the valuation purpose thereunder, and
shall not be used for other purposes.

In accordance with the relevant regulations, the valid period of this Report shall be one year,
starting from April 30, 2017, the Base Date, to April 29, 2018.

The content above is extracted from the valuation report. For details of the appraised
items and to understand the conclusions of this Report, please refer to the full content of
this Report, especially those in the Notes on Special Matters.

Beijing Datangtianjian Asset Appraisal Co., Ltd.
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NOTICE OF EXTRAORDINARY GENERAL MEETING

DELONG HOLDINGS LIMITED

(Incorporated in the Republic of Singapore)
(Company Registration Number: 199705215G)

All capitalised terms used in this Notice which are not defined herein shall, unless the context otherwise
requires, have the same meanings ascribed to them in the Company’s circular to Shareholders dated
2 December 2017.

NOTICE IS HEREBY GIVEN that an Extraordinary General Meeting (‘EGM”) of Delong Holdings Limited
(the “Company”) will be held at 55 Market Street, #03-01, Singapore 048941 on 18 December 2017
at 10.30 a.m. (or as soon thereafter following the conclusion or adjournment of the first extraordinary
general meeting of the Company to be held at 9.30 a.m on the same day and at the same place) for the
purposes of considering and, if thought fit, passing with or without modifications the following resolution
set out below:-

ORDINARY RESOLUTION

THE PROPOSED ACQUISITION OF 51% EQUITY STAKE IN ANHUI SHOUKUANG DACHANG METAL
MATERIAL CO., LTD BY THE COMPANY’S INDIRECT WHOLLY-OWNED SUBSIDIARY, DELONG
STEEL LIMITED (THE “PROPOSED ACQUISITION”)

That:

(@) approval be and is hereby given for the Company to carry out the Proposed Acquisition to the
extent mandated and according to the terms under the Proposed Acquisition as described in the
MOU and/or Circular and that the aforementioned is hereby approved, confirmed and ratified;

(b)  the Directors (or any one of them) be and hereby authorised to take such steps and do all such
acts and things (including without limitation, to sign, seal execute and deliver all such documents
and deeds) and to exercise such discretion in relation to the Proposed Acquisition as they or
he may deem fit, with such modifications thereto (if any) as they or he may consider necessary,
desirable or expedient in order to give full effect to the transactions contemplated by the MOU and/
or this Resolution; and

(c) any acts, matters and things done or performed, and/or documents signed, executed, sealed or

delivered by a Director in connection with the MOU and/or the Proposed Acquisition be and are
hereby approved, confirmed and ratified.

BY ORDER OF THE BOARD

Ding Liguo
Executive Chairman

2 December 2017
SINGAPORE
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NOTICE OF EXTRAORDINARY GENERAL MEETING

Notes:-

1. A member of the Company (other than a relevant intermediary* as defined under Section 181(6) of the Companies Act)
entitled to attend, speak and vote at the Extraordinary General Meeting is entitled to appoint not more than two (2) proxies to
attend, speak and vote in his/her/its stead. A proxy need not be a member of the Company. Where a member of the Company
(other than a relevant Intermediary*) appoints more than one (1) proxy, the proportion of shares to be represented by each
proxy must be stated in the proxy form.

2. Pursuant to Section 181(1C) of the Companies Act, a member who is a relevant intermediary* may appoint more than two (2)
proxies, but each proxy must be appointed to exercise the rights attached to a different share or shares held by him (which
number and class of shares shall be specified).

3. A member of the Company which is a corporation is entitled to appoint its authorised representative or proxy/proxies to vote
on its behalf. If the member is a corporation, the instrument appointing a proxy must be executed under common seal or the
hand of its duly authorized officer or attorney.

4. The instrument or form appointing a proxy or proxies, duly executed, must be deposited at the Company’s registered office at
55 Market Street, Level 10, Singapore 048941 not less than forty-eight (48) hours before the time appointed for holding the
EGM in order for the proxy to be entitled to attend and vote at the Extraordinary General Meeting.

5. A Depositor's name must appear on the Depository Register maintained by the Central Depository (Pte) Limited as at
seventy-two (72) hours before the time fixed for the holding of the EGM in order for the Depositor to be entitled to attend and
vote at the Extraordinary General Meeting.

*A relevant intermediary means:

(a) a banking corporation licensed under the Banking Act, Chapter 19 of Singapore, or a wholly-owned subsidiary of such a
banking corporation, whose business includes the provision of nominee services and who holds shares in that capacity;

(b) a person holding a capital markets services licence to provide custodial services for securities under the Securities and
Futures Act, Chapter 289 of Singapore, and who holds shares in that capacity; or

(c) the Central Provident Fund Board established by the Central Provident Fund Act, Chapter 36 of Singapore, in respect of
shares purchased under the subsidiary legislation made under the Central Provident Fund Act, Chapter 36 of Singapore,
providing for the making of investments from the contributions and interest standing to the credit of members of the Central
Provident Fund, if the Central Provident Fund Board holds those shares in the capacity of an intermediary pursuant to or in
accordance with that subsidiary legislation.

Personal Data Privacy:

By submitting an instrument appointing a proxy(ies) and/or representative(s) to attend, speak and vote at the Extraordinary General
Meeting and/or any adjournment thereof, a member of the Company (i) consents to the collection, use and disclosure of the
member’s personal data by the Company (or its agents or service providers) for the purpose of the processing, administration
and analysis by the Company (or its agents or service providers) of proxies and representatives appointed for the Extraordinary
General Meeting (including any adjournment thereof) and the preparation and compilation of the attendance lists, minutes and
other documents relating to the Extraordinary General Meeting (including any adjournment thereof), and in order for the Company
(or its agents or service providers) to comply with any applicable laws, listing rules, regulations and/or guidelines (collectively, the
“Purposes”), (ii) warrants that where the member discloses the personal data of the member’s proxy(ies) and/or representative(s)
to the Company (or its agents or service providers), the member has obtained the prior consent of such proxy(ies) and/or
representative(s) for the collection, use and disclosure by the Company (or its agents or service providers) of the personal data of
such proxy(ies) and/or representative(s) for the Purposes, and (iii) agrees that the member will indemnify the Company in respect of
any penalties, liabilities, claims, demands, losses and damages as a result of the member’s breach of warranty.
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DELONG HOLDINGS LIMITED IMPORTANT:

(Incorporated in the Republic of Singapore) 1. A relevant intermediary may appoint more than two proxies to

(Company Registration Number: 199705215G) attend the Extraordinary General Meeting and vote (please see
Note 3 for the definition of “relevant intermediary”).

2. This Proxy Form is not valid for use by CPF Investors and shall be
ineffective for all intents and purposes if used or purported to be
used by them.

3. PLEASE READ THE NOTES TO THE PROXY FORM.

P ROXY FO R M Personal data privacy

By submitting an instrument appointing a proxy(ies) and/or
representative(s), the member accepts and agrees to the personal data

IMPORTANT: PLEASE READ NOTES OVERLEAF privacy terms set out in the Notice of Extraordinary General Meeting

BEFORE COMPLETING THIS FORM. dated 2 December 2017.
I/We, with NRIC/Passport No.
of

being *a member/members of Delong Holdings Limited (the “Company”), hereby appoint:

Name NRIC/Passport No. Proportion of Shareholdings
No. of Shares %
Address
*and/or
Name NRIC/Passport No. Proportion of Shareholdings
No. of Shares %
Address

or failing him/her/them, the Chairman of the Extraordinary General Meeting of the Company
(the “EGM”) as *my/our *proxy/proxies to vote for *me/us on *my/our behalf at the EGM to be held at 55
Market Street, #03-01, Singapore 048941 on 18 December 2017 at 10.30 a.m. (or as soon thereafter
following the conclusion or adjournment of the first extraordinary general meeting of the Company to be
held at 9.30 a.m on the same day and at the same place) and at any adjournment thereof.

*I/We direct *my/our *proxy/proxies to vote for or against the resolution to be proposed at the EGM as
indicated with an “X” in the spaces provided hereunder. If no specific direction as to voting is given, the
*proxy/proxies will vote or abstain from voting at *his/her/ their discretion, as *he/she/they will on any
other matter arising at the EGM and at any adjournment thereof.

ORDINARY RESOLUTION FOR AGAINST

1 | To approve the Proposed Acquisition

Notes:

(1) If you wish to exercise all your votes “For” or “Against”, please indicate so with an “X” within the box provided. Alternatively,
please indicate the number of votes “For” or “Against” as appropriate.

Dated this __ day of 2017

Total number of Shares in: | No. of Shares

(a) CDP Register

(b) Register of Members

Signature(s) of Shareholder(s) /
Common Seal of Corporate Shareholder

* Delete as appropriate

All capitalised terms used in this Proxy Form which are not defined herein shall, unless the context otherwise requires, have the
same meanings ascribed to them in the Company’s Circular to Shareholders dated 2 December 2017.



Notes:-

1.

A member of the Company (other than a relevant intermediary* as defined under Section 181(6) of the Companies Act)
entitled to attend, speak and vote at the EGM is entitled to appoint not more than two (2) proxies to attend, speak and vote in
his/her/its stead at the EGM. A proxy need not be a member of the Company and where there is more than one (1) proxy, the
proportion of shares to be represented by each proxy must be stated in this proxy form.

Where a member appoints two (2) proxies, the member shall specify the proportion of his/her shares to be represented by
each proxy, failing which the appointment shall be deemed to be in the alternative.

Pursuant to Section 181(1C) of the Companies Act, a relevant intermediary* may appoint more than two (2) proxies, but each
proxy must be appointed to exercise the rights attached to a different share or shares held by him (which number and class of
shares shall be specified).

*A relevant intermediary means:

(a) a banking corporation licensed under the Banking Act, Chapter 19 of Singapore, or a wholly-owned subsidiary of
such a banking corporation, whose business includes the provision of nominee services and who holds shares in that
capacity;

(b)  a person holding a capital markets services licence to provide custodial services for securities under the Securities and
Futures Act, Chapter 289 of Singapore, and who holds shares in that capacity; or

(c) the Central Provident Fund Board established by the Central Provident Fund Act, Chapter 36 of Singapore, in
respect of shares purchased under the subsidiary legislation made under the Central Provident Fund Act, Chapter
36 of Singapore, providing for the making of investments from the contributions and interest standing to the credit of
members of the Central Provident Fund, if the Central Provident Fund Board holds those shares in the capacity of an
intermediary pursuant to or in accordance with that subsidiary legislation.

The instrument appointing a proxy or proxies must be under the hand of the appointor or his attorney duly authorised in
writing. Where the instrument appointing a proxy is executed by a corporation, it must be executed either under its common
seal or under the hand of its attorney or a duly authorised officer.

A corporation which is a member, may authorise by resolution of its directors or other governing body, such person as it
thinks fit, to act as its representative at the EGM, in accordance with Section 179 of the Companies Act.

The instrument of appointing a proxy or proxies (together with the power of attorney (if any) under which it is signed or a
certified copy thereof), must be deposited at the registered office of the Company at 55 Market Street, Level 10, Singapore
048941 not less than 48 hours before the time set for holding the meeting or adjourned meeting (as the case may be).

Please insert the total number of shares held by you. If you have shares entered against your name on the Depository
Register (as defined in Section 81SF of the Securities and Futures Act, Chapter 289 of Singapore), you should insert that
number of shares. If you have shares registered in your name in the Register of Members of the Company, you should insert
that number of shares. If you have shares entered against your name in the Depository Register and registered in your name
in the Register of Members, you should insert the aggregate number of shares. If no number is inserted, this instrument of
proxy will be deemed to relate to all the shares held by you.

The Company shall be entitled to reject this instrument of proxy if it is incomplete, improperly completed or illegible or where
the true intentions of the appointor are not ascertainable from the instructions of the appointor specified in the instrument
appointing a proxy or proxies. In addition, in the case of Members whose shares are deposited with The Central Depository
(Pte) Limited (“CDP”), the Company may reject any instrument of proxy lodged if such Member is not shown to have shares
entered against the name in the Depository Register as at 72 hours before the time appointed for holding the EGM as
certified by CDP to the Company.

Agent Banks acting on the request of CPF Investors who wish to attend the EGM as observers are required to submit in
writing, a list with details of the investor's name, NRIC/Passport Number, addresses and number of shares held. The list,
signed by an authorised signatory of the Agent Bank, should reach the Company Secretary, at the registered office of the
Company at 55 Market Street, Level 10, Singapore 048941, not less than 48 hours before the time fixed for holding the EGM.
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