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ANNOUNCEMENT

The board of directors (the “Board”) of Hidili Industry International Development Limited
(the “Company”) noted that the Economy and Informatization Commission of Guizhou
province, the Guizhou Provincial Finance Bureau, the Price Bureau of Guizhou province
and the Energy Bureau of Guizhou province (collectively “Concerned authorities”) jointly
issued the “Notice on the Amendment and Promulgation of the Administrative Measures
regarding the Collection and Use of the Coal Price Regulation Fund of Guizhou province
and the Implementation Rules of the Administrative Measures regarding the Collection
and Use of the Coal Price Regulation Fund of Guizhou province” (Shengjingxinban [2011]
No.56) ( KB B TT BN 35 5 M 5 M o 8 ol B 2 <0 A B ol P 480 300 1 AR 8 M) 8 O o
A% o B R < AR O T A B O B e A S A ) (A8 4E I [2011156%8) ) (the “Joint
Notice”), the “Administrative Measures regarding the Collection and Use of the Coal Price
Regulation Fund of Guizhou province (Revision)” ( B 5 B A% 8 8 25 4 EUEE (F
EHHEE (BFT) ) ) (the “Administrative Measures”) and the “Implementation Rules of
the Administrative Measures regarding the Collection and Use of the Coal Price Regulation
Fund of Guizhou province (Revision)” ( {E5 M & 45 o (B A o 6 i <o 0 o ) A8 B R
K4l Rl (1E%T) ) ) (the “Implementation Rules”) on 28 September 2011.



THE JOINT NOTICE
It 1s mentioned in the Joint Notice that:

Since the beginning of this year, there has been continuous tight supply of thermal coal in
Guizhou province. After the meeting of the provincial government held on 12 June 2011
to ensure the supply of thermal coal, thermal coal supply became stable. However, the
excessive drought substantially paralyzed the hydropower stations and the peak regulation
capacity of hydropower and making it very difficult to ensure the power supply and leaving
the thermal coal supply under unprecedented pressure. In order to proactively prepare for
the coal production and thermal coal supply before the flood season of next year, it is
necessary to strengthen the purchasing capacity of the power plants to purchase thermal
coal so as to improve their power generation and supply in meeting the power demand, the
provincial government therefore issued the “Urgent Notice of the General Office of the
Provincial People’s Government on Taking Emergency Temporary Adjustive Measures to
Ensure Power Supply and Thermal Coal Production and Supply.” (Qianfubanfadian [2011]
No.268) ( CE N A N B BUR Hr22 FE B 7 PR DORE S Ry o 804 it O e 7 ) A3 JRE R o 00 A
LR 2 2 A1) (BT JFE% 7 [2011]268%%) (the “Urgent Notice”).

Following the Urgent Notice, the Concerned Authorities revised and promulgated the

Administrative Measures and Implementation Rules.
THE ADMINISTRATIVE MEASURES AND IMPLEMENTATION RULES
According to the Administrative Measures and Implementation Rules:

I. An additional levy of 10% of the selling price (value added tax inclusive) of raw
coking coal will be levied as the coal price regulation fund (the “Coal Price Regulation

Fund”). The additional levy will be collected along with other taxes and fees.

2. If coal producers wash and process the raw coal, the Coal Price Regulation Fund shall
be imposed on the raw coal consumed based on the average selling prices of similar
products in the local county (city, district, special zone).



3. For raw coal that is purchased from other places and is washed and processed by coal
producers in Guizhou province, if the Coal Price Regulation Fund has been levied
when the raw coal was first purchased, such Coal Price Regulation Fund can be
refunded upon presentation of the suppliers’ payment receipt.

4. If the Coal Price Regulation Fund to be levied is less than RMB50/ton, RMB50 shall
be collected.

5. Different policy will be imposed on the coal selling locally in the province and coal
selling to other provinces, therefore, outgoing raw coal and washed mixed coal are
subject to second levy, i.e. an additional RMB200/ton. If end users in the province can
provide valid instruments, the Coal Price Regulation Fund collected as the second levy
shall be returned within 30 days.

6. Save for the fees as stipulated by laws, regulations and policies of China as well as the
People’s Government at provincial level, all other coal-related fees are cancelled.

IMPACT TO THE COMPANY

The Company is principally engaged in the production of clean coking coal in Guizhou
province. The Company washes the raw coking coal to clean coking coal and then sells
them to customers engaged in the steel industry of which most of them are located outside
the Guizhou province.

Prior to the promulgation of the revisions made to the Administrative Measures and the
Implementation Rules, the Company was required to pay to the local government some
coal-related fees for outgoing coal (& WHEH) in respect of its clean coking coal
sold to other provinces. The fees are adjusted in accordance with the supply condition of
thermal coal in the relevant region. As at 30 September 2011, the Company paid such fees
at a rate of RMB209.20/ton.



According to the aforesaid regulations, the Company shall contribute the Coal Price
Regulation Fund for the raw coal from 1 October 2011 with reference to the average selling
price of similar products in Panxian County. Meanwhile, the Group will no longer pay the
local government the coal-related fees for outgoing coal. The products of the Company
exported to other provinces are clean coking coal and not raw coal or washed mixed coal
(which is subject to second levy as stipulated in the aforesaid regulations). Therefore, the

Company’s products are not subject to the second levy as aforementioned.

The Board is of the view that the aforesaid regulations have no material effect on the

operations of the Company in Guizhou province.

By Order of the Board
Hidili Industry International Development Limited
Xian Yang
Chairman

Hong Kong
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