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IMPORTANT

If you are in any doubt about any of the contents of this prospectus, you should obtain independent professional advice.

AEEFRERRAERAF
HENAN JINMA ENERGY COMPANY LIMITED

(A joint stock company incorporated in the People’s Republic of China with limited liability)
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Number of Offer Shares under the Global 133,334,000 H Shares (subject to the Over-allotment
Offering Option)

Number of International Offer Shares 120,000,000 H Shares (subject to reallocation and the

Over-allotment Option)
Number of Hong Kong Offer Shares 13,334,000 H Shares (subject to adjustment)
Maximum Offer Price : HK$3.39 per Offer Share, plus brokerage of 1.0%,
SFC transaction levy of 0.0027% and Hong Kong
Stock Exchange trading fee of 0.005% (payable in
full on application in Hong Kong dollars and subject
to refund)
Nominal value : RMBI1.00 per H Share
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the section headed “Documents Delivered to the Registrar of Companies in Hong Kong”
in Appendix VII to this prospectus, has been registered by the Registrar of Companies in Hong Kong as required by Section 342C of the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The Securities and Futures Commission of Hong Kong, The Stock Exchange of Hong Kong
Limited, Hong Kong Exchanges and Clearing Limited and the Registrar of Companies in Hong Kong take no responsibility as to the contents of this prospectus or any
other documents referred to above.

The Offer Price is expected to be determined by agreement between the Sole Global Coordinator (for itself and on behalf of the other Underwriters) and our Company
on the Price Determination Date, which is expected to be on or about Friday, September 29, 2017 or such later date as may be agreed between the Sole Global Coordinator
and our Company, but in any event not later than Monday, October 9, 2017. The Offer Price will not be more than HK$3.39 per Offer Share and is currently expected
to be not less than HK$2.11 per Offer Share unless otherwise announced. Investors applying for Hong Kong Offer Shares must pay, on application, the maximum Offer
Price of HK$3.39 for each Hong Kong Offer Share together with a brokerage of 1.0%, an SFC transaction levy of 0.0027% and a Hong Kong Stock Exchange trading
fee of 0.005%, subject to refund if the Offer Price is lower than HK$3.39.

The Sole Global Coordinator (for itself and on behalf of the other Underwriters) may, with consent of our Company, reduce the indicative Offer Price range stated
in this prospectus and/or the number of Offer Shares being offered under the Global Offering at any time on or prior to the morning of the last day for lodging
applications under the Hong Kong Public Offering. In such a case, a notice of the reduction in the number of Offer Shares being offered in the Global Offering
and/or the indicative offer price range will be published in the South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) and
on our website at www.hnjmny.com and the website of the Hong Kong Stock Exchange at www.hkexnews.hk not later than the morning of the last day for lodging
applications under the Hong Kong Public Offering. For further information, please see “Structure of the Global Offering” and “How to Apply for Hong Kong Offer
Shares.”

If, for any reason, the Offer Price is not agreed between the Sole Global Coordinator (for itself and on behalf of the other Underwriters) and our Company on or before
Monday, October 9, 2017, the Global Offering will not become unconditional and will lapse immediately.

Prospective investors should note the obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe, and to procure subscribers
to subscribe, for the Hong Kong Offer Shares, are subject to termination by the Sole Global Coordinator (for itself and on behalf of the other Underwriters) if certain
events shall occur prior to 8:00 a.m. (Hong Kong time) on the Listing Date. Further details of the terms of such provisions are set out in the section headed “Underwriting”
in this prospectus.

Our Company is established, and substantially all of our businesses are located, in the PRC. Potential investors should be aware of the differences in the legal, economic
and financial systems between the PRC and Hong Kong and that there are different risk factors relating to investment in PRC-incorporated busin. s. Potential investors
should also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong and should take into consideration the different
market nature of the shares of our Company. Such differences and risk factors are set out in “Risk Factors,” “Appendix III — Taxation and Foreign Exchange,” “Appendix
1V — Summary of Principal PRC and Hong Kong Legal and Regulatory Provisions” and “Appendix V — Summary of Articles of Association.”

The Offer Shares have not been and will not be registered under the U.S. Securities Act or any state securities law in the United States and may not be offered or sold,
pledged or transferred within the United States or to, or for the account or benefit of, U.S. persons, except in transactions exempt from, or not subject to, the registration
requirements of the U.S. Securities Act. The Offer Shares are being offered and sold outside the United States in offshore transactions in reliance on Regulation S under
the U.S. Securities Act.

Tuesday, September 26, 2017



EXPECTED TIMETABLE®

Latest time for completing electronic applications
under White Form eIPO service through
the designated website www.eipo.com.hk® . ... .. .. 11:30 a.m. on Friday, September 29, 2017

Application lists open™ . . ... ... ... ... ... ... ... 11:45 a.m. on Friday, September 29, 2017

Latest time for lodging WHITE and
YELLOW Application Forms .. ................ 12:00 noon on Friday, September 29, 2017

Latest time for completing payment for
White Form eIPO applications by effecting
internet banking transfer(s) or
PPS payment transfer(s) .. .................... .12:00 noon on Friday, September 29, 2017

Latest time for giving electronic application instructions

to HKSCC™ . 12:00 noon on Friday, September 29, 2017
Application lists close™® ... .. ... ... .. .......... 12:00 noon on Friday, September 29, 2017
Expected Price Determination Date™ . ... ...................... Friday, September 29, 2017

Announcement of
° the Offer Price;
° the level of applications in the Hong Kong Public Offering;
° the level of indications of interest in the International Offering; and

o the basis of allotment of the Hong Kong Public Offering

to be published in South China Morning Post

(in English) and Hong Kong Economic Times (in Chinese)

and on the website of the Hong Kong Stock Exchange at

www.hkexnews.hk® and our website at www.hnjmny.com‘®

on or before . .. ... e Monday, October 9, 2017

An announcement of results of allocations in the Hong Kong
Public Offering (including successful applicants’
identification document numbers, where appropriate)
will be available through a variety of channels (including
the website of the Hong Kong Stock Exchange at
www.hkexnews.hk® and our website at www.hnjmny.com
(see “How to Apply for Hong Kong Offer Shares
— 11. Publication of Results™) from. .. ... ... ... ... . ... ....... Monday, October 9, 2017

(6)

Results of allocations in the Hong Kong Public Offering
will be available at www.iporesults.com.hk with
a “search by ID” function from . ........... ... .. .. .. .. .. .... Monday, October 9, 2017




EXPECTED TIMETABLE®

H Share certificates in respect of wholly or partially
successful applications to be despatched or deposited into
CCASS on or before 7 . . ... Monday, October 9, 2017

White Form e-Refund payment instructions/refund cheques
in respect of wholly or partially unsuccessfully applications
to be despatched on or before ® . ... ... . ... L Monday, October 9, 2017

Dealings in H Shares on the Hong Kong
Stock Exchange expected to commence ............ 9:00 a.m. on Tuesday, October 10, 2017

(1)  Unless otherwise stated, all times and dates refer to Hong Kong local times and dates. Details of the structure of the

Global Offering, including its conditions, are set out in “Structure of the Global Offering.”

(2)  You will not be permitted to submit your application to the White Form eIPO Service Provider through the designated
website at www.eipo.com.hk after 11:30 a.m. on the last day for submitting applications. If you have already submitted
your application and obtained an application reference number from the designated website prior to 11:30 a.m., you will
be permitted to continue the application process (by completing payment of application monies) until 12:00 noon on the
last day for submitting applications, when the application lists close.

(3)  If there is a “black” rainstorm warning or a tropical cyclone warning signal number 8 or above in force in Hong Kong
at any time between 9:00 a.m. and 12:00 noon on Friday, September 29, 2017, the application lists will not open and close
on that day. Further information is set out in “How to Apply for Hong Kong Offer Shares — 10. Effect of Bad Weather
on the Opening of the Application Lists” in this prospectus. If the application lists do not open and close on Friday,
September 29, 2017, the dates mentioned in this section may be affected. A press announcement will be made by us in
such event.

(4)  Applicants who apply for the Hong Kong Offer Shares by giving electronic application instructions to HKSCC should
refer to “How to Apply for Hong Kong Offer Shares — 6. Applying by giving electronic application instructions to
HKSCC via CCASS.”

(5)  We expect to determine the Offer Price by agreement with the Sole Global Coordinator on the Price Determination Date
which is expected to be on or around Friday, September 29, 2017 and, in any event, not later than Monday, October 9,
2017. If, for any reason, the Offer Price is not agreed between the Sole Global Coordinator and us by Monday, October
9, 2017, the Hong Kong Public Offering and the International Offering will not proceed.

(6)  None of the websites or any of the information contained on the websites form part of this prospectus.

(7)  No temporary documents of title will be issued in respect of the Offer Shares. H Share certificates for the Hong Kong
Offer Shares will only become valid certificates of title if (i) the Global Offering has become unconditional in all
respects, and (ii) the Underwriting Agreements have not been terminated in accordance with their respective terms before
8:00 a.m. on the Listing Date. Investors who trade H Shares on the basis of publicly available allocation details prior
to the receipt of H Share certificates or prior to the H Share certificates becoming valid certificates of title do so entirely
at their own risk.

(8)  e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications,
and also in respect of successful applications if the Offer Price is less than the price payable on application. Part of the
applicant’s Hong Kong identify card number or passport number, or, if the application is made by joint applicants, part
of the Hong Kong identify card number or passport number of the first-named applicant, provided by the applicant(s)
may be printed on the refund cheque, if any. Such data would also be transferred to a third party for refund purposes.
Banks may require verification of an applicant’s Hong Kong identify card number or passport number before cashing the
refund cheque. Inaccurate completion of an applicant’s Hong Kong identity card number or passport number may lead

to delay in encashment of or may invalidate the refund cheque.

The above expected timetable is a summary only. For details of the structure of the Global
Offering, including its conditions, and the procedures for applications for Hong Kong Offer Shares,
please see “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares”,
respectively.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus. As this is only
a summary, it does not contain all the information that may be important to you and is qualified in its entirety
by, and should be read in conjunction with, the full text of this prospectus. You should read the whole prospectus
including the appendices hereto, which constitute an integral part of this prospectus, before you decide to
invest in our H Shares.

There are risks associated with any investment. Some of the particular risks in investing in our H Shares
are set out in “Risk Factors” in this prospectus. You should read that section carefully before you decide to
invest in our H Shares.

OVERVIEW

We are a leading coke producer and processor of coking by-products in the coking chemical industry in
Henan province. We operate a vertically integrated business model along the coking chemical value chain from
coke production to the processing of coking by-products into refined chemicals and energy products. According
to Frost & Sullivan, we are the second and third largest independent coking enterprise‘" in terms of sales revenue
and production volume of coke, respectively, in Henan province in 2016. Among all independent coking
enterprises in Henan province, we are the second largest and the third largest producer of crude benzene and coal
tar, respectively, and the second largest coal gas producer in terms of production volume in 2016. Our vertically
integrated business model enables us to maximize the value of our coking by-products, thereby allowing us to
achieve a high recovery and re-utilization business model. This business model also allows us to tap the market
for downstream products, mainly LNG that we are currently developing, which is clean energy actively promoted
by the PRC government. We are committed to optimal resource utilization and environmentally responsible
production throughout our production cycle. We have adopted a number of environmentally responsible measures
to alleviate the impact of our operations on the environment.

OUR BUSINESS SEGMENTS
We operate our business and report our financial results for the following principal business segments:

° Coke: which involves the production and sale of coke;

° Coking by-products: which involves the recovery of coking by-products generated from our coking
process, mainly crude benzene, coal tar and crude oven gas, and the sale of crude benzene and coal
tar;

° Refined chemicals: which involves the processing of coking by-products into a series of benzene
based and coal tar based refined chemicals and sale of these chemicals;

° Energy products: which involves the processing of crude oven gas into coal gas and the sale of coal
gas; and

° Trading: which mainly involves the trading of coal and coal mining equipment.

The following table sets forth a breakdown of our revenue by business segment for the Track Record Period:

Year ended December 31, Four months ended April 30,
2014 2015 2016 2016 2017
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %

(Unaudited)

Coke 1,919,231 749 1,522,290 67.8 2,058,932 62.4 402,470 57.5 1,146,733 65.1
Coking By-Products 332,045 13.0 170,071 7.6 102,504 3.1 36,319 52 3,775 0.2
Refined Chemicals

Benzene based chemicals — — 236,730 10.5 537,374 16.3 142,466 20.4 263,890 15.0

Coal tar based chemicals — — — — 61,833 1.9 — — 149,509 8.5
Energy Products 133,126 5.2 126,872 5.7 176,690 5.4 58,806 8.4 92,189 5.2
Trading 173,897 6.8 179,937 8.0 353,155 10.7 55,297 7.9 100,223 5.7
Others 5,375 0.1 8,831 0.4 8,146 0.2 4,192 0.6 4,484 0.3
Total 2,563,674 100.0 2,244,731 100.0 3,298,634 100.0 699,550 100.0 1,760,803 100.0

Our financial performance is largely determined by the movements in the market prices of coal and coke
and the spread between them. We recorded a gross loss of RMB26.4 million in the coke segment for the four
months ended April 30, 2016. We had a turnaround and recorded a gross profit of approximately RMB221.7
million in the coke segment during the same period in 2017. The gross profit was mainly attributable to the
increasing spread between the average selling prices of coke and the average purchase prices of coal, as the
increase in the price of coal lagged behind and was not as significant as the increase in the price of coke during
the period. In the event that there are changes in the prices of coke and other downstream products, the changes
in the price of coal would generally lag behind, and we may not be able to lower the cost of our coal immediately
when the price of coke drops, or vice versa. For details, please see “Risk Factors — Risks Relating to Our
Business — Fluctuations in the market prices for coal, coke, refined chemicals and energy products may
materially and adversely affect our business, financial condition and results of operations” and “Financial
Information — Factors Affecting Our Results of Operations and Financial Condition — Performance of our
business segments.”

@ According to Frost & Sullivan, “independent coking enterprises” refers to coke producers that are not owned or

controlled (typically more than 50% of the equity interest) by any iron and steel manufacturers. Generally, if a coke
producer is controlled by any iron and steel manufacturers, the majority of its coke products are typically used in its own
iron and steel operation or used by such iron and steel manufacturers.
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OUR PRODUCTS

The following diagram depicts the main products that we produced or planned to produce as of the Latest
Practicable Date:

> Coke

\

Pure benzene
Crude
benzene
Toluene

Coal asphalt

y

Coking
process

AN

Coal | Anthracene oil
tar
> Industrial
A raw material naphthalene
O coking by products
I:l product Crude oven
- as Coal gas
- product by Jinjiang Refinery, g

our joint venture company

! planned production

As of April 30, 2017, we were capable of producing approximately 2.1 million tons of coke (on a moist-free
basis), processing approximately 120,000 tons and 180,000 tons of crude benzene and coal tar, respectively, and
generating approximately 1,000 million m® of coal gas per annum. The utilization rate for our coke production
for the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2017 amounted to
approximately 99.7%, 99.5%, 98.9% and 34.6%, respectively. The utilization rate for our crude benzene
processing for the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2017
amounted to approximately nil, 89.2%, 106.9% and 40.4%, respectively. The utilization rate for our coal tar
processing for the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2017
amounted to approximately nil, nil, 100.3% and 31.0%, respectively. The utilization rates for the processing lines
of our coking by-products exceeded 100% in 2016, primarily because our actual working hours exceeded those
we used to calculate our annual capacity to meet the increased market demand and as a result of the improvements
in the processing efficiency and technical upgrade of production facilities. For details, please see “Business —
Production Facilities.”

During the Track Record Period, we sold substantially all the coke that we produced. For the years ended
December 31, 2014, 2015 and 2016 and the four months ended April 30, 2017, we sold approximately 2.2 million
tons, 2.3 million tons, 2.2 million tons and 0.8 million tons of coke (on a moist basis), respectively.

OUR ACQUISITIONS DURING THE TRACK RECORD PERIOD

Leveraging on our scale and strength in coking operations, we have established a vertically integrated
business model mainly through acquisition. The following diagram shows the acquisitions that we completed
during the Track Record Period:

May May October December
2014 2015 2016 2016
; | | | |
Time | | | | > o
Shanghai Jinyuan Bohigh Jinning
Jinma Chemicals Chemical Energy
(Trading) (Production and sale of (Production and sale of  (Sale of coal gas)
benzene based chemicals) coal tar based chemicals)

As our coking process generates certain valuable coking by-products such as crude benzene, coal tar and
crude oven gas, our management team has been exploring the possibility of maximizing the value of our coking
by-products. Having attained a stable production of coke, we reached a critical scale of production that enabled
us to implement a vertically integrated business model along the coking chemical value chain through processing
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coking by-products. Such integration has been implemented since 2015 through our acquisition of majority equity
interests in companies engaged in the downstream processing of coking by-products and the production and sale
of refined chemicals or coal gas. The production facilities of these companies are located in the same industrial
park and connected by a network of pipelines with us. The establishment of such vertically integrated business
model underpinned by an interconnected network of pipelines has enabled us to efficiently extend and diversify
our product portfolio and revenue streams and reduce our exposure to market volatilities and price fluctuations
with respect to any single product.

OUR FUTURE PLAN

Leveraging on our successful track record and past experience in extending our involvement in the coking
chemical value chain, we intend to further extend the value chain to produce downstream energy products, mainly
LNG. We commenced the construction of our LNG facilities in the first quarter of 2017 and expect to commence
the commercial production of LNG in the first quarter of 2018. In addition, we plan to build new coke granules
coal gas facilities as part of our raw materials and procurement plan in order to secure a sufficient amount of coal
gas required for the production of LNG, and four gas stations as part of our sales and marketing plan for the LNG
project. The total investment of our LNG project is estimated to be approximately RMB641.5 million, of which
approximately RMB66.0 million had been incurred as of April 30, 2017. We plan to use certain portion of the
proceeds from the Global Offering, cash from our operations and bank loans to fund the total investment of our
LNG project. For more details, please see “Business — Future Plan.”

OUR COMPETITIVE STRENGTHS

We believe we have the following strengths that will enable us to maintain our leading position: (i) we are
the second and third largest independent coking enterprise in terms of sales revenue and production volume of
coke, respectively, in Henan province in 2016, focusing on quality production; (ii) we have established a
vertically integrated business model along the coking chemical value chain and all our production facilities are
pipeline-interconnected and located in the same industrial park; (iii) we possess advanced technologies and
industry know-how and have facilities to facilitate environmentally responsible production and compliance with
increasingly stringent emission standards; (iv) as a large-scale coke producer and coking by-products processor,
we are well-positioned to benefit from future industry consolidation; (v) we are in close proximity to quality coal
supply and markets with strong coke demands as well as convenient transportation network; and (vi) we have a
diversified base of Shareholders, ranging from large state-owned enterprises to private companies and some of
them are our long-term customers, as well as an experienced and dedicated management team.

OUR DEVELOPMENT STRATEGIES

We intend to pursue the following strategies: (i) we will continue to invest in production technologies and
enhance the efficiency of our coke production facilities; (ii) we plan to capitalize on the market demand for clean
energy driven by the PRC government’s environmental policies and extend our value chain further downstream
by producing LNG; (iii) we will continue to develop and sustain our relationships with key customers and
diversify our customer base; (iv) we will continue to invest in our facilities for environmentally responsible
production and implement measures to further reduce emissions to achieve long-term sustainable development;
and (v) we will pursue opportunities to expand our business through selected acquisitions, joint ventures and
partnerships.

OUR RELIANCE ON MAANSHAN STEEL, JIANGXI PXSTEEL GROUP AND OTHER RELATED
PARTIES AND CONNECTED PERSONS

During the Track Record Period, Maanshan Steel and Jiangxi PXSteel Group were two of our largest
customers. The sales to Maanshan Steel represented approximately 31.2%, 30.3%, 27.2%, 25.0% and 24.9% of
our total revenue for the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30,
2016 and 2017, respectively, and the aggregated sales to Jiangxi PXSteel Group represented approximately
24.0%, 18.5%, 13.2%, 6.7% and 23.2% of our total revenue for the same periods, respectively. Maanshan Steel
and Jiangxi PXSteel established our Predecessor in 2003 with Yugang Coking to ensure that they will be able to
secure a stable supply of high quality coke from us to meet their production requirements. We had committed to
provide Maanshan Steel and Jiangxi PXSteel, who also committed to purchase, at least 500,000 tons and 300,000
tons of coke per year based on prevailing market prices in our target markets during the Track Record Period, and
the principles and key terms of the committed supply and purchase of coke were documented in the respective
framework agreement that we entered into with each of them in anticipation of the Listing. For more details,
please see “Relationship with Maanshan Steel, Jiangxi PXSteel Group and Other Related Parties and Connected
Persons” and “Continuing Connected Transactions — B. Continuing connected transactions subject to annual
review, disclosure and independent Shareholders’ approval requirements.”

Our Directors consider that our business has not unduly relied on our relationship with Maanshan Steel and
Jiangxi PXSteel Group primarily because: (i) we had actively and successfully diversified our product lines
during the Track Record Period, (ii) the percentage of our sales to Maanshan Steel and Jiangxi PXSteel Group
continued to decrease from 2014 to 2016 as we were able to develop new customers, including new large-scale
iron and steel manufacturers and trading customers, and (iii) the reliance is mutual as evidenced by the fact that
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we were one of the largest coke suppliers of Maanshan Steel Group and Jiantgxi PXSteel Group during the Track
Record Period, respectively, and our stable track record of over 10 years of business relationship with each of
them. For more details, please see “Relationship with Maanshan Steel, Jiangxi PXSteel Group and Other Related
Parties and Connected Persons.”

During the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and
2017, our transactions with related parties mainly consisted of (i) sale of products and services to related parties
in an aggregated amount of approximately RMB2,067.7 million, RMB1,431.0 million, RMB1,646.5 million,
RMB324.8 million and RMB888.6 million, respectively, (ii) purchase of raw materials and services from related
parties in an aggregated amount of approximately RMB140.2 million, RMB26.0 million, RMB65.8 million,
RMB10.9 million and RMBS&.8 million, respectively; (iii) provision of financial guarantee in relation to the
RMB50.0 million and RMB55.0 million bank loans of Jinjiang Refinery during the years ended December 31,
2015 and 2016, respectively, with a maximum exposure of RMB50.0 million, RMB55.0 million and RMB55.0
million for the years ended December 31, 2015 and 2016 and the four months ended April 30, 2017, respectively,
which was due 1n 2019 and was released in May 2017, and (iv) loan from our related parties, mainly the RMB30.0
million loan from Jinma Xingye for five months in 2014 and the RMB10.0 million loan from Jinhai Industry for
two months in 2014. For more details of our relationship with Maanshan Steel and Jiangxi PXSteel Group and
our related party transactions, please see “Relationship with Maanshan Steel, Jiangxi PXSteel Group and Other
Related Parties and Connected Persons,” Note 44 to the Accountants’ Report of the Group set out in Appendix
I to this prospectus and “Financial Information.”

OUR RAW MATERIALS AND SUPPLIERS

The principal raw material used for coke production is coal. Our total cost of raw materials for our
manufacturing segments constituted approximately 91.4%, 89.2%, 89.8%, 88.7% and 93.3% of our total cost of
production for our manufacturing segments for the years ended December 31, 2014, 2015 and 2016 and the four
months ended April 30, 2016 and 2017, respectively. Our cost of coal for our manufacturing segments constituted
approximately 100.0%, 92.0%, 83.2%, 80.5% and 79.3% of our total cost of raw materials for our manufacturing
segments for the same periods, respectively. We purchased coal from suppliers located in regions around our
production base including Shanxi, Henan, Shaanx1i and Jiangsu provinces in the PRC. As for the production of
our refined chemicals, we use the crude benzene and coal tar derived from our coking process as principal raw
materials. We also source these materials externally when the quantity of by-products generated from our coking
process cannot satisfy the need of our production. The principal raw material for the production of our energy
products is crude oven gas, which is derived from our main coking facilities. During the Track Record Period,
we did not experience any difficulty in sourcing the coal or coking by-products that are necessary for our
production. During the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016
and 2017, purchases from our five largest suppliers accounted for approximately 55.9%, 45.1%, 37.2%, 38.5%
and 33.8% of our total purchases, respectively, while purchases from our largest supplier accounted for
approximately 19.2%, 13.9%, 9.0%, 14.1% and 9.6% of our total purchases, respectively. For sensitivity analysis
of the cost of coal on our operating results, please see “Financial Information — Quantitative and Qualitative
Disclosures about Market Risks.”

OUR SALES AND CUSTOMERS

We market our products primarily by direct marketing through our sales and marketing department and, with
res(Fect to our refined chemicals, also through online trading ({)Iatforms. Our key customers are large-scale iron
and steel manufacturers for coke, and chemical companies and trading companies for refined chemicals. During
the Track Record Period, we sold our coal gas to Jinning Energy, which in turn sold the coal gas to glass
mfaﬂugacturing companies, metal refineries and to our joint venture company, Jinjiang Refinery, for its production
of hydrogen.

We generally sell our products based on prevailing market prices in the regions where we sell our products,
with reference to other factors mainly including the raw materials price, the supply and demand in downstream
industries, and factors applicable to individual customers such as the specifications of our products and the
availability of regional transportation capacity. The prices of our coke and refined chemicals are subject to
frequent negotiation and adjustment, in some cases several times a month in response to market price fluctuations.
We are exposed to movements in the market prices of coal and our products, as well as changes in the spread
between those prices. The following chart shows the average purchase price of our coal and the average selling
price of our coke during the Track Record Period according to our internal records:

—@— Average purchase price of coal (net of VAT) —l— Average selling price of coke (net of VAT)
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For more details, please see “Financial Information — Factors Affecting Our Results of Operations and
Financial Condition — Prices of our raw materials and products.” For sensitivity analysis of selling price of coke
and cost of sales, please see “Financial Information — Quantitative and Qualitative Disclosures about Market
Risks.”

PRICING RISK MANAGEMENT

Since we sell our products and procure our coal generally based on prevailing market prices and the prices
of coal typically move in tandem, though at different speed and magtitude, with the prices of coke and iron and
steel, we believe we are generally able to negotiate the prices of our products and raw materials taking into
account market price fluctuations. Given that (i) we closely monitor the size of orders placed by our customers,
typically on a monthly or weekly basis, to plan our production, (ii) our production cycle is relatively short thus
reducing our exposure to market price fluctuations, and (iii) we actively manage our inventory at a reasonable
level to sustain our production without interruption as well as to avoid inventory risk, we did not enter into any
hedging arrangement to hedge our exposure to changes in the prices of raw materials and products during the
Track Record Period. Going forward, our management team will review our pricing risk management policy from
time to time and we may consider to engage in hedging activities if we consider that it is commercially reasonable
and effective to mitigate our exposure to market price risk through hedging.

NON-COMPLIANCE

All of our business operations are in the PRC. As of the Latest Practicable Date and except as disclosed
below, we are in compliance with related laws and regulations in all material respects, and have obtained all
necessary licenses, permits and certificates in respect of our business in the PRC. Our historical non-compliance
incidents during the Track Record Period can be summarized into the following categories: (i) discharge of
pollutants beyond the specified emission standards; (ii) failure to timely obtain certain permits and complete
certain filings for certain of our buildings and structures; and (iii) production or sale of certain products beyond
the permitted scope or limit. Considering (i) the historical non-compliance incidents were due to failure of our
relevant staff to fully appreciate the relevant legal requirements or inadvertent oversight of our relevant staff, was
not due to the dishonesty or fraudulence of our Directors nor did any of these incidents raise any concern on the
integrity of our Directors, and has no material impact on the results of our business operations or financial
position; (ii) we adopted substantially all of the recommendations made by our Internal Control Reviewer who
confirmed that all matters previously identified had been rectified; and (iii) that since the implementation of the
enhanced internal control measures and up to the Latest Practicable Date, our Directors confirmed that we had
not had any material breach of applicable laws and regulations, our Directors are of the view that, despite such
non-compliance incidents, our Directors are still suitable to serve as directors of a listed company and we are
suitable for listing. For more details, please see the section headed “Business — Regulatory Compliance” and
“Business — Internal Control.”

RISK FACTORS

There are certain risks and other factors involved in our operations and the Global Offering, which can be
categorized into: (i) risks relating to our business; (ii) risks relating to our industry; (iii) risks relating to the PRC;
and (iv) risks relating to the Global Offering. We believe that the following are some of the major risks that we
face: (i) fluctuations in the market prices for coal, coke, refined chemicals and energy products may materially
and adversely affect our business, financial condition and results of operations; (ii) our operating results have
been subject to significant fluctuations during the Track Record Period and may continue to fluctuate in the
future; (iii) we rely on a limited number of customers and we do not generally enter into long-term sales contracts
with our customers; (iv) we are subject to risks relating to product concentration and our product development
efforts may not be successful; and (v) we are exposed to risks of inventory fluctuation. For more details, please
see “Risk Factors.”

RECENT DEVELOPMENTS

Our business model, revenue and cost structure have remained unchanged since April 30, 2017. Based on
our unaudited management accounts for the two months ended June 30, 2017, our unaudited revenue for the two
months ended June 30, 2017 was comparatively higher than the same period in 2016 due to a substantial increase
in the average selling price of coke in 2017. We believe that demand for our products will remain steady despite
the fluctuation of our selling prices. The price of coal, the key raw material for our coking process, had increased
since May 2016 but decreased in 2017. According to Frost & Sullivan, the average monthly price of main coking
coal slightly decreased from approximately RMB1,195.9 per ton (net of VAT) in December 2016 to approximately
RMB1,086.0 per ton (net of VAT) in August 2017. The average price of main coking coal for the period from
September 1, 2017 to September 15, 2017 amounted to approximately RMB1,167.8 per ton (net of VAT). The
average monthly price of coke has decreased from approximately RMB1,770.4 per ton (net of VAT) in December
2016 to approximately RMB1,583.6 per ton (net of VAT) in August 2017. The average price of coke for the period
from September 1, 2017 to September 15, 2017 amounted to approximately RMB1,755.3 per ton (net of VAT).
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According to Frost & Sullivan, the monthly production volume of pig iron and crude steel in China has
remained stable in the first six months of 2017. In the first eight months of 2017, steel price in China slightly
increased because of the increasing demand from the construction industry, mainly driven by the local
governments’ announcements of major infrastructure and city construction projects in early 2017.

The price of benzene based chemicals generally decreased while the price of coal tar based chemicals
generally increased from December 2016 to August 2017. For example, according to Frost & Sullivan, the average
monthly price of pure benzene decreased from approximately RMB6,390.0 per ton (net of VAT) to approximately
RMBS5,144.9 per ton (net of VAT) and the average monthly price of coal asphalt increased from approximately
RMB1,617.8 per ton (net of VAT) to approximately RMB2,900.4 per ton (net of VAT) from December 2016 to
August 2017.

NO MATERIAL ADVERSE CHANGE
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Save as disclosed in “— Recent Developments,” our Directors confirm that there has been no material
adverse change in our financial or trading position, business, industry or market environment in which we operate
since April 30, 2017.

SHAREHOLDING STRUCTURE AND CONTROLLING SHAREHOLDER

Our Controlling Shareholder, Mr. Yiu Chiu Fai (an executive Director), through his controlled corporation
of Golden Star, Jinma Coking and Jinma HK, will be interested in approximately 30.37% of the share capital of
our Company immediately after the completion of the Global Offering (assuming that the Over-allotment Option
is not exercised). As of the Latest Practicable Date, other than his interest in our Group, Mr. Yiu Chiu Fai did
not control any other material private operating businesses. Having considered (i) our management, operational
and financial independence; (ii) the non-competition deed entered into between Mr. Yiu Chiu Fai and us on
September 18, 2017; and (iii) the corporate governance measures we will adopt to manage any potential conflicts
of interest, our Directors believe that we are capable of carrying out our business independently from, and do not
place reliance on, our Controlling Shareholder and his close associates after Listing. For more details, please see
“Relationship with Our Controlling Shareholder.”

Maanshan Steel was interested in 36% of the total issued share capital of our Company as of the Latest
Practicable Date. Upon completion of the Global Offering, Maanshan Steel will be interested in approximately
27% of the total issued shares of our Company (assuming the Over-allotment Option is not exercised) or
approximately 26.67% of the total issued shares of our Company (assuming the Over-allotment Option is
exercised in full). Upon the Listing, Maanshan Steel will continue to be one of the substantial Shareholders and
connected persons of our Company and is not subject to lock-up requirement pursuant to Rule 10.07(1)(b) of the
Listing Rules.

DIVIDEND

On March 17, 2017, we declared a special dividend in the amount of approximately RMB100.0 million.
Such dividend had been fully settled by June 2017. In 2014, 2015 and 2016, we declared dividends in the total
amount of nil, approximately RMB48.0 million and nil, respectively, which were fully settled. We do not have
any dividend policy nor a predetermined dividend payout ratio. The recommendation of payment and the amount
of any future dividends will be at the absolute discretion of our Board and the amount of any dividend actually
distributed to our Shareholders will depend on our operation, earnings and financial condition, working capital,
cash requirement and availability, capital expenditure and future development and any other conditions that our
Directors may deem relevant and will be subject to approval of our Shareholders. For more details, please see
“Financial Information — Dividend.”
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION
Selected Historical Consolidated Income Statement Data

The following table sets forth selected items of consolidated statements of profit or loss and other
comprehensive income:

Year ended December 31, Four months ended April 30,
2014 2015 2016 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(Unaudited)

Revenue 2,563,674 2,244,731 3,298,634 699,550 1,760,803
Cost of sales (2,385,867) (2,119,342) (2,863,413) (666,836) (1,478,473)
Gross profit 177,807 125,389 435,221 32,714 282,330
Other income 5,845 8,953 4,379 1,444 2,352
Other gains and losses 74,255 8,790 29,038 2,663 4,254
Selling and distribution expenses (12,931) (18,222) (30,795) (7,524) (18,865)
Administrative expenses (33,068) (36,912) (43,912) (13,115) (19,328)
Finance costs (73,842) (53,0006) (47,729) (14,617) (18,408)
Listing expenses — — (5,540) — (3,500)
Share of result in a joint venture — (1,208) 4,001 2,257 1,722
Share of result in associates 1,935 (888) 1,374 431 —
Profit before tax 140,001 32,896 346,037 4,253 230,557
Income tax expense (34,741) (8,739) (79,205) (437) (57,700)
Profit and total comprehensive

income for the year/period 105,260 24,157 266,832 3,816 172,857
Profit and total comprehensive

income for the year/period

attributable to:

- Owners of the Company 104,390 23,631 265,939 3,575 166,778

- Non-controlling interests 870 526 893 241 6,079

105,260 24,157 266,832 3,816 172,857

Earnings per share (RMB)
- Basic 0.38 0.07 0.66 0.01 0.42

Non-IFRS Measures
Adjusted net profit/ (loss)

(unaudited) 45,725 17,553 228,290 (822) 168,660
Adjusted EBITDA (unaudited) 197,790 147,103 429,556 37,087 276,828

Gross Profit Margin and Net Profit Margin

Our gross profit margin was approximately 6.9%, 5.6%, 13.2%, 4.7% and 16.0% for the years ended
December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, respectively. During the
Track Record Period, the fluctuations of our gross profit margin were mainly attributable to (i) the changes in the
spread between the average selling prices of our products, mainly coke and the average purchase prices of the
main raw materials used, mainly coal, (ii) the fact that the fixed cost element in our manufacturing overhead
remained relatively stable regardless of changes in revenue and (iii) the consolidation of the results of our
acquired businesses and the elimination of intra-group sales and purchases.

The following table sets out our gross profit and gross profit margin by our business segment:

Year ended December 31, Four months ended April 30,
2014 2015 2016 2016 2017
Segment Gross
Segment  Gross profit Segment Gross profit Segment Gross profit gross profit/(loss) Segment  Gross profit
gross profit margin gross profit margin gross profit margin profit/(loss) margin gross profit margin
RMB’000 % RMB’000 % RMB’000 %o RMB’000 % RMB’000 %
(Unaudited)

Coke 31,692 1.7 9,352 0.6 301,607 14.6 (26,415) (6.6) 221,699 19.3
Coking by-Products 111,768 33.7 29,939 17.6 11,030 10.8 4,136 11.4 1,314 34.8
Refined Chemicals — — 30,473 12.9 54,654 9.1 18,082 12.7 35,503 8.6
Energy products 31,332 23.5 45,739 36.1 69,675 39.4 35,133 59.7 26,883 29.2
Trading 6,588 3.8 10,110 5.6 6,124 1.7 1,929 3.5 3,103 3.1
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Our gross profit margin increased significantly from 2015 to 2016 mainly because our gross profit margin
for the coke segment increased from approximately 0.6% in 2015 to 14.6% in 2016. The substantial increase was
primarily due to the increase in the average selling price of coke from approximately RMB665.4 per ton in 2015
to approximately RMB917.1 per ton in 2016 (both on a net of VAT basis), mainly attributable to the recovery of
iron and steel and construction industries in 2016. In addition, our gross profit margin increased significantly
from 4.7% in the four months ended April 30, 2016 to 16.0% in the comparable period in 2017, mainly due to
the substantial increase in the gross profit margin for our coke segment, which was partially offset by a decrease
in the gross profit margin for our energy products due to a substantial increase in coal price during the four
months ended April 30, 2017 as compared to the same period in 2016. The increase in the gross profit margin for
our coke segment was mainly driven by the substantial increase in the average selling price of coke from
approximately RMB535.8 per ton during the four months ended April 30, 2016 to approximately RMB1,509.4 per
ton in the comparable period in 2017 (both on a net VAT basis), which was mainly attributable to the continuous
recovery of iron and steel and construction industries in 2017. For details regarding our gross profit and gross
profit margin by business segment, please see “Financial Information — Factors Affecting Our Results of
Operations and Financial Condition — Performance of our business segments.”

Our net profit margin was approximately 4.1%, 1.1%, 8.1%, 0.5% and 9.8% in 2014, 2015 and 2016 and
the four months ended April 30, 2016 and 2017, respectively. The fluctuations of our net profit margin during the
Track Record Period were primarily due to the changes in gross margin for the reasons specified above, an
increase in the selling, general and administrative expenses and a fluctuation of finance costs. The fluctuations
were also due to the changes in other gains and losses mainly reflecting the net gains recognized on the changes
of the obligations under financial guarantee contracts. Our net profit margin increased significantly from 2015
to 2016, and from the four months ended April 30, 2016 to the four months ended April 30, 2017, respectively,
mainly as a result of the significant increase in our gross profit for the reasons as stated above. For more details,
please see “Financial Information — Review of Historical Operating Results.”

Other Income and Other Gains and Losses

Our other income consists primarily of interest income generated from the deposits we maintained at our
bank accounts, government grant and subsidies and rental income. Our other gains and losses primarily consist
of allowance for or reversal of allowance for doubtful debts, allowance for inventories, loss on disposal of
property plant and equipment, gain on release of and loss on initial recognition of obligations under financial
guarantee contracts, bargain purchase on acquisition of a subsidiary, gain on deemed disposal of interest in an
associate, donations and others. For more details, please see “Financial Information — Description of Selected
Income Statement Line Items.”

Non-IFRS Measures

To supplement our consolidated financial statements which are presented in accordance with IFRS, we also
use adjusted net profit/(loss) and adjusted EBITDA as additional financial measures. We present these financial
measures because they are used by our management to evaluate our operating performance. For the definition of
adjusted net profit/(loss) and adjusted EBITDA and more details of these non-IFRS measures, please see
“Financial Information — Non-IFRS Measures.” When assessing our operating and financial performance, you
should not consider adjusted net profit/(loss) or adjusted EBITDA in isolation or as a substitute for our profit and
total comprehensive income for the year or any other operating performance measure that is calculated in
accordance with IFRS. In addition, because these measures may not be calculated in the same manner by all
companies, they may not be comparable to other similar titled measures used by other companies.

Selected Historical Consolidated Statements of Financial Position Data

As of December 31,

As of April 30,

2014 2015 2016 2017
RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets 857,898 1,020,829 1,195,138 1,268,030
Current assets 963,188 744,926 1,167,178 1,215,533
Current liabilities 1,277,289 1,045,010 976,495 1,059,890
Net current (liabilities) assets (314,101) (300,084) 190,683 155,643
Total assets less current liabilities 543,797 720,745 1,385,821 1,423,673
Capital and reserves 312,534 288,165 480,834 547,612
Total equity 540,624 620,141 945,934 1,037,791
Non-current liabilities 3,173 100,604 439,887 385,882

543,797 720,745 1,385,821 1,423,673
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Net Current (Liabilities) Assets

As of December 31, 2014 and 2015, we had net current liabilities of approximately RMB314.1 million and
RMB300.1 million, respectively, primarily because we used more short-term bank borrowings to finance our
working capital requirements. We increased our long-term borrowings in 2016 and recorded net current assets of
approximately RMB190.7 million as of December 31, 2016. Our net current assets then decreased to RMB155.6
million as of April 30, 2017 primarily due to the special dividend in the amount of RMB100.0 million declared
on Mach 17, 2017, which had been fully settled by June 2017. Our Directors expect that after giving effect to,
among other things, the net proceeds from the Global Offering, the cash generated from our business operations,
and our continuing effort in optimizing our debt structure to reduce the percentage of our short-term borrowings
in our total borrowings, our working capital position will continue to improve.

Selected Historical Consolidated Statements of Cash Flow Data

The following table presents selected cash flow data from our consolidated statements of cash flows for the
periods indicated:

Four months ended

Year ended December 31, April 30,
2014 2015 2016 2016 2017
RMB’000  RMB’000  RMB’000  RMB’000  RMB’000
(Unaudited)
Net cash from operating activities 348,533 227,971 168,435 46,708 119,619
Net cash used in investing activities (160,400) (34,306) (76,323) (68,665) (80,369)
Net cash (used in)/from financing activities (204,928) (211,237) (16,065) 53,876 26,124
Net (decrease)/increase in cash and cash equivalents (16,795) (17,572) 76,047 31,919 65,374
Cash and cash equivalents at the beginning of the year 65,060 48,265 30,693 30,693 106,740
Cash and cash equivalents at the end of the year,
representing bank balances and cash 48,265 30,693 106,740 62,612 172,114
KEY FINANCIAL RATIO
As of December 31, As of April 30,
2014 2015 2016 2017
Gearing Ratio” 1.3x 1.0x 0.8x 0.7x
Current Ratio® 0.75x 0.71x 1.20x 1.15x
Quick Ratio®® 0.59x 0.61x 1.03x 1.01x
Four months
Year ended December 31, ended April 30,
2014 2015 2016 2017
Return on Equity™® 21.6% 4.1% 35.6% 54.7%
Adjusted Return on Equity™® 9.3% 3.0% 30.4% 53.4%
Return on Assets®’ 5.8% 1.3% 12.9% 21.4%
Adjusted Return on Assets®’ 2.5% 1.0% 11.1% 20.9%

(1)  Calculated by dividing our total interest-bearing bank borrowings by our total equity as of the end of each year/period.
(2)  Calculated by dividing our total current assets by our total current liabilities as of the end of each year/period.

(3)  Calculated by dividing our total current assets excluding inventories by our total current liabilities as of the end of each
year/period.

(4)  Return on equity is calculated by dividing our profit attributable to owners of our Company for each year/period by our
average equity attributable to owners of our Company for the same year/period, and adjusted return on equity is
calculated by dividing our adjusted net profit (as defined in “Financial Information — Non-IFRS Measures”) minus profit
attributable to non-controlling interests for the same year/period by our average equity attributable to owners of our
Company for the same year/period. The return on equity and adjusted return on equity for the four months ended April
30, 2017 are annualized numbers (three times the number of the four months) based on the profit for the four months
ended April 30, 2017 and hence may not be comparable to the return for the full year ended December 31, 2016.

(5)  Return on assets is calculated by dividing our profit and total comprehensive income for each year/period by our average
total assets for the same year/period, and adjusted return on assets is calculated by dividing our adjusted net profit (as
defined in “Financial Information — Non-IFRS Measures”) for each year/period by our average total assets for the same
year/period. The return on assets and adjusted return on assets for the four months ended April 30, 2017 are annualized
numbers (three times the number of the four months) based on the profit for the four months ended April 30, 2017 and
hence may not be comparable to the return for the full year ended December 31, 2016.
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LISTING EXPENSE

Listing of H Shares will incur listing expenses including professional fees, underwriting commissions and other fees and
expenses. The total listing expenses, which are non-recurring in nature, are expected to amount to approximately RMB38.6
million, of which RMB17.5 million is expected to be charged to our consolidated statements of profit or loss and other
comprehensive income and RMB21.1 million is directly attributable to the issue of the Shares to the public and to be
capitalized. For the year ended December 31, 2016 and the four months ended April 30, 2017, we recognized and charged to
our consolidated statements of profit or loss and other comprehensive income approximately RMBS5.5 million and RMB3.5
million of such expenses, respectively. The listing expenses above are the best estimate as of the Latest Practicable Date and
for reference only and the actual amount may differ from this estimate. We do not expect these listing expenses to have a
material impact on our results of operations for the year ending December 31, 2017.

STATISTICS OF THE GLOBAL OFFERING

All the figures set forth in the following table are based on the following assumptions: (i) the Global Offering is
completed and 133,334,000 H shares are issued and sold in the Global Offering; (ii) Over-allotment Option is not exercised at
all:

Based on an Offer Price of Based on an Offer Price of

HK$2.11 per Share HK$3.39 per Share
Market capitalization of H Shares to be issued
under the Global Offering HK$281,334,740 HK$452,002,260
Unaudited pro forma adjusted net tangible assets
per Share " HK$ 2.38 HK$ 2.68

(1) Unaudited pro forma adjusted net tangible assets per Share as of April 30, 2017 is calculated upon adjustment set out
in Appendix II in this prospectus.

USE OF PROCEEDS

We estimate that the aggregate net proceeds to us from the Global Offering (after deducting underwriting
fees and estimated expenses payable by us in connection with the Global Offering) (the “Net Proceeds”),
assuming the Offer Price of HK$2.75 per Offer Share, being the mid-point of the indicative Offer Price range,
will be approximately HK$320.2 million, assuming that the Over-allotment Option is not exercised. We currently
intend to apply the Net Proceeds in the following manner:

(i)  For our LNG project:

(a) 40.0%, or approximately HK$128.1 million will be used to fund the construction of our coke
granules coal gas facilities, which are expected to be put into operation during the first half of
2018, in order to secure a sufficient amount of coal gas required for the production of LNG. For
details of our coke granules coal gas facilities, please see “Business — Future Plan — Raw
Materials and Procurement Plan™;

(b) 10.0%, or approximately HK$32.0 million will be used to invest in our LNG production
facilities, which is expected to be put into operation during the first quarter of 2018. For details
of our LNG production facilities, please see “Business — Future Plan”; and

(ii) 40.0%, or approximately HK$128.1 million will be used to invest in the implementation of the dry
quenching facility for our coking furnaces 1 and 2, which are expected to be put into operation during
the second quarter of 2019. For details of the reasons, benefits and our plan for the investment in our
dry quenching facility, please see “Business — QOur Strategies — We will continue to invest in
production technologies and enhance the efficiency of our coke production facilities”; and

(iii) 10.0%, or approximately HK$32.0 million will be used as working capital and other general corporate
purposes.

For more details, please see “Future Plans and Use of Proceeds.”



DEFINITIONS

following meanings.

In this prospectus, unless the context otherwise requires, the following expressions have the

“12th Five-Year Plan”

“13th Five-Year Plan”

“affiliate(s)”

“Application Form(s)”

“Articles” or “Articles of
Association”

“associate(s)”

“Board”

“Bohigh Chemical”

“Business Day”

“CAGR”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

12th Five-Year Plan for National Economic and Social
Development of the PRC

13th Five-Year Plan for National Economic and Social
Development of the PRC

any other person, directly or indirectly, controlling or
controlled by or under direct or indirect common control with
such specified person

the WHITE, YELLOW and GREEN Application Form(s) or,
where the context so requires, any of them

the articles of association of the Company conditionally
adopted on January 17, 2017, which will become effective
upon the Listing, as amended, supplemented or otherwise
modified from time to time

has the meaning ascribed to it under the Listing Rules
the board of Directors of our Company

B % fk T4 FR A 7] (Henan Bohigh Chemical Co., Ltd.), a
company established in the PRC on January 29, 2004 and a
wholly owned subsidiary of our Company

any day (other than a Saturday, Sunday or public holiday) on
which banks in Hong Kong are generally open for business

compound annual growth rate, calculated as (\\i((l[:))) -1, Vi)

start value, V ,: finish value, tn-to: number of years

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct clearing
participant or a general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual or joint individuals or a
corporation
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“CCASS Participant”

“CG Code”

“China” or “PRC”

“close associate(s)”

“Companies Ordinance”

“Companies (WUMP) Ordinance”

“Company” or “our Company”

“connected person(s)”

“Controlling Shareholder(s)”

“Controlling Shareholder Group”

“CSRC”

“Deed of Indemnity”

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

Corporate Governance Code set out as Appendix 14 to the
Listing Rules

the People’s Republic of China excluding, for the purpose of
this prospectus, Taiwan, the Macau Special Administrative
Region of the PRC and the Hong Kong Special Administrative
Region of the PRC

has the meaning ascribed to it under the Listing Rules

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong) as the same may be amended, supplemented or
otherwise modified from time to time

the Companies (Winding Up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong) as the
same may be amended, supplemented or otherwise modified
from time to time

Henan Jinma Energy Company Limited (7 Fg 4 55 fig U 0 A7
FRZAA]), a joint stock company with limited liability
incorporated in the PRC on August 3, 2016

has the meaning ascribed to it under the Listing Rules

has the meaning ascribed thereto under the Listing Rules and,
for the purpose of this prospectus, refers to Mr. Yiu Chiu Fai,
Golden Star, Jinma Coking and Jinma HK

Mr. Yiu Chiu Fai, any of his close associates and companies
controlled by Mr. Yiu Chiu Fai and his close associates,
including Golden Star, Jinma Coking and Jinma HK, but other
than our Group

China Securities Regulatory Commission (H 5 # ¢ B B 45 71
ZEW)

a deed of indemnity dated September 18, 2017 entered into by
Jinma HK, Maanshan Steel, Jiangxi PXSteel and Jinma
Xingye, with and in favor of, our Company (for itself and as
the trustee for each of its subsidiaries) in respect of, among
other things, certain indemnities regarding taxation and estate
duty



DEFINITIONS

“Deed of Non-competition”

“Director(s)”

“Domestic Share(s)”

“Existing Shareholders”

“Fangsheng Chemicals”

“Frost & Sullivan”

“GDP”
“Global Offering”

“Golden Star”

“GREEN Application Form(s)”

“Group” or “we” or “our” or “us”

the deed of non-competition undertakings dated September
18, 2017 executed by Mr. Yiu Chiu Fai, our Controlling
Shareholder, in favor of our Company, particulars of which
are set out in the section headed “Relationship With Our
Controlling Shareholder — Non-competition Undertaking” in
this prospectus

director(s) of our Company

domestic invested share(s) in our ordinary share capital, with
a nominal value of RMB1.00 each, which are subscribed for
and paid up in Renminbi and are unlisted Shares which are
currently not listed or traded on any stock exchange

collectively, Jinma HK, Maanshan Steel, Jiangxi PXSteel and
Jinma Xingye

P 7 FHL A PR/ F] (Jiyuan Fangsheng Chemicals Co.,
Ltd.*), a company established in the PRC on October 15,
2003. It is owned as to approximately 57.92% by Jinma
Xingye, approximately 41.24% by Yugang Coking and
approximately 0.85% by T LM A A (Jiyuan
Industrial Development Co., Ltd.*), an Independent Third
Party

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a
global market research and consulting company, which is an
Independent Third Party

gross domestic product
the Hong Kong Public Offering and the International Offering

Golden Star Chemicals (Holdings) Limited (4 &1k T.(# M)
A B2 F]), a company incorporated in the BVI on December
7, 2007 with limited liability. It is wholly owned by Mr. Yiu
Chiu Fai, our Controlling Shareholder and an executive
Director, and it is a holder of approximately 96.3% of the
issued share capital of Jinma Coking

the application form(s) to be completed by the White Form
eIPO Service Provider, Computershare Hong Kong Investor
Services Limited

our Company and its subsidiaries, and “Group Companies”
shall be construed accordingly, and if the context requires,
includes our Predecessor and subsidiaries
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DEFINITIONS

“HK$”, “Hong Kong dollar(s)”,

“HKD” or “cents”
“HK” or “Hong Kong”

“HKSCC”

“HKSCC Nominees”

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

“Hong Kong Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting
Agreement”

“H Share(s)”

“H Share Registrar”

“IFRS”

“Independent Third Party(ies)”

Hong Kong dollars and cents respectively, the lawful currency
for the time being of Hong Kong

the Hong Kong Special Administrative Region of the PRC

Hong Kong Securities Clearing Company Limited, a wholly
owned subsidiary of Hong Kong Exchanges and Clearing
Limited

HKSCC Nominees Limited, a wholly owned subsidiary of
HKSCC, in its capacity as nominee for HKSCC (or any
successor thereto) as operator of CCASS and any successor,
replacement or assign of HKSCC Nominees Limited as
nominee for the operator of CCASS

H Shares offered pursuant to the Hong Kong Public Offering,
subject to adjustment as described in “Structure of the Global

Offering”

the offer for subscription of the Hong Kong Offer Shares
(subject to adjustment) by the public in Hong Kong at the
Offer Price on and subject to the terms and conditions set out
in this prospectus and the Application Forms, as further
described in “Structure of the Global Offering — The Hong
Kong Public Offering”

The Stock Exchange of Hong Kong Limited

the underwriters of the Hong Kong Public Offering set out in
“Underwriting — Hong Kong Underwriters”

the Hong Kong underwriting agreement dated September 25,
2017 which was entered into among our Company, the Sole
Sponsor, the Sole Global Coordinator, the Hong Kong
Underwriters, Mr. Yiu Chiu Fai, Mr. Wang Mingzhong and
Mr. Li Tianxi relating to the Hong Kong Public Offering, as
further described in “Underwriting”

overseas listed foreign share(s) in our share capital with a
nominal value of RMB1.00 each, to be subscribed for Hong
Kong dollars and listed and traded on the Stock Exchange

Computershare Hong Kong Investor Services Limited
the International Financial Reporting Standard(s)

any entity or person who is not a connected person (within the
meaning ascribed under the Listing Rules) of the Company
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DEFINITIONS

“International Offer Shares”

“International Offering”

“International Underwriters”

“International Underwriting
Agreement”

“Jiangxi PXSteel”

“Jiangxi PXSteel Framework
Agreement”

“Jiangxi PXSteel Group”

“Jinboyuan Technology”

H Shares offered pursuant to the International Offering
together, where relevant, with any H Shares which may be
issued or offered pursuant to any exercise of the
Over-allotment Option, subject to adjustment as described in
“Structure of the Global Offering”

the offer of the International Offer Shares outside the United
States in offshore transactions in accordance with Regulation
S for subscription at the Offer Price on and subject to the
terms and conditions of the International Underwriting
Agreement, as further described in “Structure of the Global

Offering”

the group of underwriters who are expected to enter into the
International Underwriting Agreement to underwrite the
International Offering

the international underwriting agreement relating to the
International Offering, which is expected to be entered into
among our Company, the Sole Sponsor, the Sole Global
Coordinator and the International Underwriters, as further
described in “Structure of the Global Offering — the Global

Offering”

TLVE M8 E A AT BR A R] (Jiangxi PXSteel Industrial Co.
Ltd.*) (formerly known as T 90 80 3 A PR AT (Ping
Xiang Steel Co., Ltd.*)), a joint stock company established in
the PRC on November 29, 1999. It is currently interested in
13.5% of the issued shares of our Company

has the meaning ascribed in “Continuing Connected
Transactions — Continuing Connected Transactions — B.
Continuing connected transactions subject to annual review,
disclosure and independent  Shareholders’ approval
requirements — (2) Sale of coke to the Jiangxi PXSteel
Group”

Jiangxi PXSteel and its subsidiaries

PR T HERH A R AR (Jiyuan Jinboyuan Technology
Co., Ltd.*), a company established in the PRC on August 9,
2016 and was a wholly owned subsidiary of Bohigh Chemical
before its deregistration on January 20, 2017
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DEFINITIONS

“Jinjiang Refinery”

“Jinma Coking”

“Jinma HK”

“Jinma Xingye”

“Jinning Energy”

“Jinrui Energy”

“Jinrui Gas”

“Jinyuan Chemicals”

e & LAL A BR ¥ {E/A 7] (Henan Jinjiang Refinery Co.,
Ltd.*), a company established in the PRC on May 14, 2014.
It is owned as to 49% by the Company and 51% by ¥ Bk fL
A BRE AL A F] (Luoyang Refinery Co., Ltd.*), an Independent
Third Party

Jinma Coking (BVI) Limited (&5 &ELL@GHT ZRES)
A BT, a company incorporated in the British Virgin
Islands on December 9, 2010 with limited liability. It is
owned as to approximately 96.3% by Golden Star and
approximately 3.7% by an Independent Third Party, and it is
the sole shareholder of Jinma HK

Jinma Energy (Hong Kong) Limited (%55 B8R #) A BRA
A]) (formerly known as Jinma Coking (Hong Kong) Limited
B ELEE®)ARAF)), a company incorporated in Hong
Kong on November 5, 2010 with limited liability. It is a
wholly owned subsidiary of Jinma Coking and is currently
interested in 40.5% of the issued shares of our Company

PR R EREARAR  (Jiyuan  Jinma  Xingye
Investment Co., Ltd.*), a company established in the PRC on
February 14, 2008. It is held by 43 individual shareholders
comprising certain current and former employees of the
Group and its associated companies, details of which are set
out in “History, Development and Reorganization.” It is
currently interested in 10% of the issued shares of our
Company

PRI & HEREEEARAF (Jiyuan Jinning Energy Co.,
Ltd.*), a company established in the PRC on July 2, 2007 and
a subsidiary of our Company

I 4 d BE VR A FRZ2 7 (Henan Jinrui Energy Co., Ltd.*),
company established in the PRC on May 24, 2016 and a
subsidiary of our Company

o

& AR A PR/ T (Henan Jinrui Gas Co., Ltd.*)
company established in the PRC on May 24, 2016 and a
subsidiary of our Company

o

PR VAL THBR/A R (Jiyuan Jinyuan Chemicals Co.,
Ltd*), a company established in the PRC on November 23,
2012 and a wholly owned subsidiary of our Company
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DEFINITIONS

“Jinzheng E-commerce”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

“Maanshan Steel”

“Maanshan Steel Framework
Agreement”

“Maanshan Steel Group”

“Main Board”

W& IEE TR AMRAF (Henan Jinzheng E-commerce
Co., Ltd.*), a company established in the PRC on August 4,
2014. It was a 51% subsidiary of our Company before the
Reorganization

September 18, 2017, being the latest practicable date for
ascertaining certain information in this prospectus before its
publication

the listing of the H Shares on the Main Board
the listing committee of the Stock Exchange

the date, expected to be on or about Tuesday, October 10,
2017, on which dealings in the H Shares first commence on
the Hong Kong Stock Exchange

The Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited (as amended, supplemented
or otherwise modified from time to time)

Maanshan Iron & Steel Company Limited (5 %% 11| 8 85 % (> A
FRZ\ ), a company incorporated in the PRC on September 1,
1993 whose A and H shares are listed on the Shanghai Stock
Exchange and the Main Board of the Stock Exchange,
respectively. It is currently interested in 36% of the issued
shares of our Company

has the meaning ascribed in “Continuing Connected
Transactions — Continuing Connected Transactions — B.
Continuing connected transactions subject to annual review,
disclosure and independent  Shareholders’ approval
requirements — (1) Sale of coke to the Maanshan Steel
Group”

Maanshan Steel and its subsidiaries

the stock exchange (excluding the option market) operated by
the Stock Exchange which is independent from and operated
in parallel with the Growth Enterprise Market of the Stock
Exchange
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DEFINITIONS

“Mandatory Provisions”

“NDRC”

“NPC” or “National People’s
Congress”

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas* ({F|5E4h b i A 7 F AL
fiE3R)), for inclusion in the articles of association of
companies incorporated in the PRC to be listed overseas,
which were promulgated by the former Securities
Commission of the State Council (BIFSPiisE4Z B ), the
predecessor of the CSRC, and the former State Commission
for Restructuring and the Economics Systems ([5 Z¢ % 775 84 il
WMHEZE®) on August 27, 1994, as amended and
supplemented from time to time

The National Development and Reform Commission of the

PRC (H#E N R ILFIE B 5 58 Ao 4% B )

the National People’s Congress of the PRC (3 A [ 4t ]
EC PN PN )

the final offer price per Offer Share in Hong Kong dollars
(exclusive of brokerage of 1.0%, SFC transaction levy of
0.0027% and Hong Kong Stock Exchange trading fee of
0.005%) at which the H Shares are to be subscribed for and
issued pursuant to the Global Offering, such price to be
determined by agreement between the Sole Global
Coordinator (on behalf of the Underwriters) and our Company
on or before the Price Determination Date. For more details,
please see “Structure of the Global Offering”

the Hong Kong Offer Shares and the International Offer
Shares together, where relevant, with any additional H Shares
which may be issued or offered pursuant to any exercise of the
Over-allotment Option

the option expected to be granted by our Company under the
International Underwriting Agreement to the International
Underwriters exercisable by the Sole Global Coordinator on
behalf of the International Underwriters pursuant to which
our Company may be required to allot and issue up to an
aggregate of 6,666,000 additional H Shares (representing
approximately 5% of the Offer Shares initially available
under the Global Offering) at the Offer Price to, among other
things, cover over-allocation, if any, in the International
Offering, as further described in “Structure of the Global

Offering”
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DEFINITIONS

“PRC Company Law”

“PRC EIT Law”

“PRC GAAP”
“PRC Legal Advisors”

“PRC government” or “State”

“PRC Securities Law”

“Predecessor” or “our
Predecessor”

“Price Determination Date”

“Promoters”

“Regulation S”

“Relevant Persons”

the Company Law of the PRC ("' #E A [ ILFNE A F]%), as
promulgated by the Standing Committee of the National
People’s Congress of the PRC on October 27, 2005 and
effective on January 1, 2006, as amended, supplemented or
otherwise modified from time to time

the Law of the PRC on Enterprise Income Tax (9 % A K IL Al
B 1> £ fr {5 Bi7%) adopted by the National People’s Congress
of the PRC on March 16, 2007 and become effective on
January 1, 2008, as amended, supplemented or otherwise
modified from time to time

generally accepted accounting principles in the PRC
EY Chen & Co. Law Firm, our PRC legal advisors

the central government of the PRC, including all
governmental sub-divisions (such as provincial, municipal
and other regional or local government entities)

the Securities Law of the PRC (* 3 A RALFIE 5 F57%), as
enacted by the Standing Committee of the Ninth National
People’s Congress on December 29, 1998 and effective on
July 1, 1999, and subsequently amended on August 31, 2014,
as amended, supplemented or otherwise modified from time to
time

M EEEAR /A A (Henan Jinma Energy Co., Ltd.*®)
(formerly known as ¥R T & 5 £ AR A A (Jiyuan Jinma
Coking Co., Ltd.*)), a limited liability company established
in the PRC on February 13, 2003 and the predecessor of our
Company

the date, expected to be on or about Friday, September 29,
2017, on which the Offer Price will be determined and, in any
event, no later than Monday, October 9, 2017

Jinma HK, Maanshan Steel, Jiangxi PXSteel and Jinma
Xingye, being the promoters of our Company upon its
establishment on August 3, 2016

Regulation S under the U.S. Securities Act

the Sole Sponsor, Sole Global Coordinator, the Sole
Bookrunner, the Sole Lead Manager, the Underwriters, any of
their or our Company’s respective directors, officers,
employees, agents, advisors or representatives or any other
person involved in the Global Offering
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DEFINITIONS

“Reorganization”

“RMB” or “Renminbi”

“SAFE”

“SAIC” or “State Administration
for Industry and Commerce”

6‘SAT’7

6$SFC77

“SFO”

“Shanghai Jinma”

1]

“Shanghai Lugang’

“Shares”

“Shareholder(s)”

“Sichuan Kongfen”

“Sole Bookrunner”, “Sole Global
Coordinator” and “Sole Lead
Manager”

“Sole Sponsor”

the reorganization of our Group in preparation for the Listing,
details of which are set out in “History, Development and
Reorganization — The Reorganization” in this prospectus

Renminbi, the lawful currency for the time being of the PRC

the State Administration of Foreign Exchange of the PRC ("
#E N RILFNE B KA EE L )R), the PRC  governmental
agency responsible for matters relating to foreign exchange
administration, including local branches, when applicable

the State Administration for Industry and Commerce of the

PRC (3 A BRI A ] B R 1o A7 U8 LA R

the State Administration of Taxation of the PRC (% A R It
B [ R L AR

the Securities and Futures Commission of Hong Kong

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or otherwise
modified from time to time

4 S REUE A PR/~ ¥l (Shanghai Jinma Energy Sources Co.,
Ltd.*), a company established in the PRC on November 27,
2013 and a subsidiary of our Company

b B WS AR PR A F] (Shanghai Lugang Fuel Co., Ltd.*), a
company established in the PRC on November 2, 2001 and an
indirect wholly owned subsidiary of the Zhengzhou Railway
Bureau

our ordinary shares in the share capital with a nominal value
of RMB 1.00 each

the holder(s) of the shares of our Company and if the context
requires, includes our Predecessor

VU1 2z o Bl (BB A BR BAE 22 W
Equipment (Group) Co., Ltd.*), a company established in the
PRC on 25 February 1972 and held by 48 Independent Third
Parties. It is a holder of a 19% interest in Jinrui Energy, a

(Sichuan Kongfen

subsidiary of our Company

Haitong International Securities Company Limited

Haitong International Capital Limited
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DEFINITIONS

“Special Regulations”

“Stabilizing Manager”

“State Council”

“Stock Exchange” or “Hong
Kong Stock Exchange”

)

“subsidiary” or “subsidiaries”

“substantial Shareholder(s)”

“Supervisor(s)”

“Supervisory Committee”

“Track Record Period”

“Underwriters”

“Underwriting Agreements”

“Unlisted Foreign Share(s)”

“U.S.” or “United States”

“US$”, “USD” or “U.S. dollar(s)”

“U.S. Securities Act”

“VAT”

Special Regulations of the State Council on the Overseas
Offering and Listing of Shares by Joint Stock Limited
Companies ([ %5 B B 78 B3 A R 2> w58 4155 5 e A S b i i)
FERIBLE), promulgated by the State Council on August 4,
1994

Haitong International Securities Company Limited (or any of
its affiliates or any person acting for it)

the State Council of the PRC (FF3fE A B LA 15 2 %5 ¢ )

The Stock Exchange of Hong Kong Limited

has the meaning ascribed thereto under the Listing Rules
has the meaning ascribed thereto under the Listing Rules
supervisor(s) of our Company

the supervisory committee of our Company established
pursuant to the PRC Company Law, as described in
“Directors, Supervisors and Senior Management”

the period comprising the years ended December 31, 2014,
2015 and 2016 and the four months ended April 30, 2017

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the International
Underwriting Agreement

unlisted foreign invested ordinary share(s) in our ordinary
share capital with a nominal value of RMB1.00 each, which
are subscribed and held by persons other than PRC nationals
or PRC corporate entities

the United States of America, its territories, its possessions
and all areas subject to its jurisdiction

United States dollars, the lawful currency for the time being
of the United States

the U.S. Securities Act of 1933, as amended from time to
time, and the rules and regulations promulgated thereunder

value-added tax



DEFINITIONS

“White Form eIPO”

“White Form eIPO Service
Provider”

“Yilong Coal”

“Yugang Coking”

“Zhengzhou Fuxiang”

“Zhengzhou Railway Bureau’

“Zhengzhou Railway Group”

i

the application for Hong Kong Offer Shares to be issued in the
applicant’s own name by submitting applications online
through the designated website of White Form eIPO service at
www.eipo.com.hk

Computershare Hong Kong Investor Services Limited

FE I 7 A [ PR R R ZE A BR A2 R (Huozhou Coal
Electricity Group Hongdong Yilong Co., Ltd.*), a company
established in the PRC on January 28, 2015. It is owned as to
33% by our Company and 51% and 16% by & N EEE A
FRE 4T /A A (Huozhou Coal Electricity Group Co., Ltd.*) and
L PEfERE R 1L & A FRZA ] (Shanxi Yilong Mine Products
Co., Ltd.*), each being an Independent Third Party,
respectively

B () I EE AR/ A (Henan Hongkong (Jiyuan)
Coking Group Co., Ltd.), a company established in the PRC
on May 22, 1997. It is owned as to approximately 88.03% by
Golden Fair Chemicals (Holdings) Limited, being a connected
person of our Company (details of which are set out in
“Continuing  Connected Transactions —  Continuing
Connected Transactions — B. Continuing connected
transactions subject to annual review, disclosure and
independent Shareholders’ approval requirements — (3)
Purchase of coal tar, crude benzene and coal gas from Yugang
Coking”) and as to approximately 11.97% by 1% F5 #8 % 75 4 4
B A B/~ 7 (Luoyang Railway Yuntong Group Co., Ltd.*),
being an Independent Third Party

B H) A FE TR B B IRS A FR 4 F (Zhengzhou Fuxiang
Vehicle Sales Services Co., Ltd.*), a company established in
the PRC on April 29, 2010 and held by two Independent Third
Parties. It is a holder of a 10% interest in Jinrui Energy, a
subsidiary of our Company

Zhengzhou Railway Bureau is wholly owned by H 5 § #% 42
/vH] (China Railway Corporation), which in turn is the
national railway operator of the PRC and a state-owned
enterprise

Zhengzhou Railway Bureau and its subsidiaries



DEFINITIONS

“Zhongyuan Yungong” g P R E LA PR 5 4£ /A F] (Henan Zhongyuan Yungong Co.,
Ltd.*), a company established in the PRC on January 20,
2016. It was owned by our Company as to approximately
11.11%, Fangsheng Chemicals and Yugang Coking as to
approximately 11.11% each, and six other Independent Third
Parties as to approximately 66.67% in aggregate before the

Reorganization
“%” per cent

If there is any inconsistency between the Chinese names of entities or enterprises established in
the PRC and their English translations, the Chinese names shall prevail. The English translation of
company names in Chinese or another language which are marked with “*” and the Chinese

translation of company names in English which are marked with “*” is for identification purpose only.

Unless otherwise specified, all relevant information in this prospectus assumes no exercise of the

Over-allotment Option.
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GLOSSARY OF TECHNICAL TERMS

This glossary contains explanations of certain technical terms and abbreviations used in this
prospectus that are in connection with our Group and our business. The terms and their assigned
meanings may not, however, correspond to standard industry meaning or usage of those terms.

“1/3 coking coal”
“adhesiveness”
”

“ammonium sulfate

“anthracene oil”

“ash content”

“carbon black”

“carbon monoxide”

“coal”

“coal asphalt”

“coal gas”

]

“coal blending’

“coal tar”

“COke”

a type of coking coal that possess the characteristics of main
coking coal, gas coal and fat coal

the ability of a substance to cause two surfaces to stick
together

a crystalline solid produced from the chemical reaction
between sulfuric acid and ammonia

a dark yellow oil that distills over from coal tar above 270° C
and is the principal source of anthracene, phenanthrene, and
carbazole

ash consists of incombustible impurities contained in coal.
Ash increases the weight of coal, adds to the cost of handling,
and can affect the burning characteristics. Ash content is
measured as a percent by weight of coal on a moist-free basis

a material produced by the incomplete combustion of
petroleum or coal tar

a colorless, odorless toxic flammable gas

metallurgical coal, the key raw material used in the
production of coke

a sticky black liquid or solid, distilled from coal tar

a mixture of gases (chiefly hydrogen, methane, and carbon
monoxide) obtained by the destructive distillation of coal

blending coal in predetermined and controlled quantities to
adjust the chemical or burn characteristics of the resulting
coal or to produce a more uniform product

a brown or black liquid of high viscosity, which is the liquid
by-product of the distillation of coal to make coke

a carbon material produced by the destructive distillation of a
mixture of coal. Unless otherwise indicated, the term “coke”
used in this prospectus refers to coke, coke granules and coke
breeze
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GLOSSARY OF TECHNICAL TERMS

“crude oven gas”

“coking”

“coking by-products”

“crude benzene”

“domestic fuel”

“dry quenching”

s

“Entry Conditions’

“fat coal”

“hydrogen”
“industrial fuel”

“industrial naphthalene”

“ISO”

“lean coal”

“LNG”

“main coking coal”

“manufacturing segments

“mechanical strength”

Lt}

oven gas is obtained as a by-product of the manufacture of
coke

the process of converting coal into coke and other coking
by-products

refer to crude benzene, coal tar and crude oven gas in this
prospectus

a crude form of benzene, containing mainly toluene and
xylene

fuel used for domestic purposes
a process which coke is cooled by circulating inert gas

the Entry Conditions for Coking Industry (FE{bLATEHEAMK
4) promulgated by the National Development and Reform
Commission in September 2005, which was amended in 2014
by The Ministry of Industry and Information Technology of
the PRC to raise the level of entry requirements

a coal that shows greater levels of volatile matter. It generally
also has a higher caking index

a colorless, odorless, highly flammable gas
fuel used for industrial purposes

a volatile white crystalline compound produced by the
distillation of coal tar

International Organization for Standardization, an
organization which maintains a standard for quality
management systems

a relatively low volatile coal with average caking abilities

also known as liquefied natural gas, a gas comprised
predominantly of methane that has been converted to liquid
form for ease of storage or transport

a high quality hard coking coal with low to medium levels of
volatility and relatively high bonding properties

our coke, coking by-products, refined chemicals and energy
products segments

the ability of coke to withstand the stress of physical force
and resist breakup and abrasion
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GLOSSARY OF TECHNICAL TERMS

“moisture content”

“nitrogen oxides”

“pig iron”

“processing capacity”

29

“production capacity

“pulverizer”

“pure benzene”

“refined chemicals”

“sulfur”

“sulfur content”

“sulfur dioxide”
“thermal energy”
“toluene”

“volatility”

the percentage moisture content equals the weight of moisture
divided by the weight of dry material multiplied by 100. The
moisture content of a coal or mineral sample consists of two
portions, namely, the free or surface moisture which can be
removed by exposure to air, and the inherent moisture which
is entrapped in the fuel, and is removed by heating at 93.3
degrees centigrade

any of several oxides of nitrogen most of which are produced
in combustion

raw iron, the immediate product of smelting iron ore with
coke and limestone in a blast furnace

the ability and speed of a processor, and how many operations
it can carry out in a given amount of time

the maximum quantity of product that can be produced by an
equipment in a period of time on a normal sustainable
long-term operating rate that is based on the operating
parameters of such equipment, subject to certain assumptions

a mechanical device for the grinding of many different types
of materials

an organic chemical compound which is a colorless and
highly flammable liquid

chemicals which have undergone the process of purification

the chemical element of atomic number 16, a yellow
combustible non-metal

the amount of sulfur, a non-metallic chemical element, that is
contained in a particular sample of coal

a colorless pungent gas formed by burning sulfur in air
the internal energy present in a system due to its temperature
a colorless liquid hydrocarbon present in crude benzene

the percentage of volatile matter contained in coal, which is
determined by heating coal to around 1,000 degrees Celsius
under controlled conditions and measuring, among others, the
weight loss
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GLOSSARY OF TECHNICAL TERMS

“wash oil” oil used in scrubbing and recovering benzene and other
aromatic compounds, may be processed into other refined
chemicals or used as fuel

“xylene” a volatile liquid hydrocarbon contained in crude benzene
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain forward-looking statements and information relating to us and
our subsidiaries that are based on the beliefs of our management as well as assumptions made by and
information currently available to our management. When used in this prospectus, the words

9 ELINT3 EEINT3

“anticipate,” “believe,” “could,” “estimate,” “expect,” “forecast,” “going forward,” “intend,” “may,”

99 < 99 <

“ought to,” “plan,” “project,” “seek,” “should,” “will,” “would,” “wish” and similar expressions, as
they relate to our Company or our management, are intended to identify forward-looking statements.
Such statements reflect the current views of our Company’s management with respect to future events,
operations, liquidity and capital resources, some of which may not materialize or may change. These
statements are subject to certain risks, uncertainties and assumptions, including the other risk factors
as described in this prospectus. You are strongly cautioned that reliance on any forward-looking
statements involves known and unknown risks and uncertainties. The risks and uncertainties facing
our Company which could affect the accuracy of forward-looking statements include, but are not

limited to, the following:

° our business prospects;

° future developments, trends and conditions in the industry and markets in which we
operate;

° our strategies, plans, objectives and goals;

o general economic conditions;

° changes to regulatory and operating conditions in the industry and markets in which we
operate;

° our ability to reduce costs;

° our dividend policy;

° the amount and nature of, and potential for, future development of our business;

° capital market developments;

° the actions and developments of our competitors; and

° certain statements in “Financial Information” in this prospectus with respect to trend in
prices, volumes, operations, margins, overall market trends, risk management and exchange
rates.

Our Directors confirm that these forward-looking statements are made after due and careful
consideration. Subject to the requirements of the Listing Rules, we do not intend to publicly update
or otherwise revise the forward-looking statements in this prospectus, whether as a result of new
information, future events or otherwise. As a result of these and other risks, uncertainties and
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assumptions, the forward-looking events and circumstances discussed in this prospectus might not
occur in the way we expect, or at all. Accordingly, you should not place undue reliance on any
forward-looking information. All forward-looking statements in this prospectus are qualified by

reference to this cautionary statement.

For more details, please see “Risk Factors — Risk Relating to the Global Offering — There are

risks associated with forward-looking statements contained in this prospectus.”
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You should carefully consider all of the information in this prospectus including the risks and
uncertainties described below before making an investment in our Shares. You should pay
particular attention to the fact that we conduct our operations in the PRC, the legal and regulatory
environment of which may differ in some respects from that which prevails in other countries. Our
business, financial condition and results of operations could be materially and adversely affected
by any of these risks. The trading price of our Shares could decline due to any of these risks, and

you may lose all or part of your investment.

We believe that there are certain risks involved in our operations and the Global Offering.
Many of these risks are beyond our control and can be categorized into: (i) risks relating to our
business; (ii) risks relating to our industry; (iii) risks relating to the PRC; and (iv) risks relating
to the Global Offering.

RISKS RELATING TO OUR BUSINESS

Fluctuations in the market prices for coal, coke, refined chemicals and energy products may
materially and adversely affect our business, financial condition and results of operations.

Coal is a key raw material for our coke production process. For the years ended December 31,
2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, our total cost of raw
materials for our manufacturing segments constituted approximately 91.4%, 89.2%, 89.8%, 88.7% and
93.3% of our total cost of production for our manufacturing segments, respectively. Our cost of coal
for our manufacturing segments constituted approximately 100.0%, 92.0%, 83.2%, 80.5% and 79.3%
of our total cost of raw materials for our manufacturing segments for the same periods, respectively.
We source coal principally from large state-owned mine bureaus and local coal plants located in
Shanxi, Henan, Shaanxi and Jiangsu provinces in China. We normally enter into annual supply
contracts with our coal suppliers. These supply contracts specify the indicative quantities of coal that
we plan to purchase in the relevant period but the actual purchase prices are determined at the time
of purchase. According to our internal records, for the years ended December 31, 2014, 2015 and 2016
and the four months ended April 30, 2016 and 2017, our coal input to coke output ratios were
approximately 1.304, 1.289, 1.351, 1.330 and 1.329, respectively, and we consumed approximately 2.9
million tons, 2.9 million tons, 3.0 million tons, 1.0 million tons and 1.0 million tons of coal,
respectively. If our coal input to coke output ratio increases, we may need to source additional coal
from our suppliers.

The price of coal is driven by numerous factors beyond our control, including the supply and
demand in the market and governmental policy and is subject to fluctuation from time to time. The
average price of coal decreased gradually from January 2011 to December 2015, due to various factors
including the decreasing price of downstream products, including coke, and the decrease in demand
in the iron and steel industries in China. According to Frost & Sullivan, the average price of the main
coking coal in China, for example, decreased from approximately RMB1,262.6 per ton (net of VAT)
in January 2011 to approximately RMB537.7 per ton (net of VAT) in December 2015. The average
monthly price of main coking coal rebounded significantly in 2016, increasing from RMB522.2 per
ton (net of VAT) in January 2016 to RMB1,195.9 per ton (net of VAT) in December 2016. Between
January 2017 and September 2017, the price of main coking coal maintained a stable trend. The
average price of main coking coal for the period from September 1, 2017 to September 15, 2017
amounted to approximately RMB1,167.8 per tonnes (net of VAT).
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The PRC government regulates the supply, demand and price of coal in part through changes to
laws, regulations, policies and controls. For more details, please see “Regulatory Overview — Others
— Policies Relating to Macro-Control in the Coal Industry.” Coal producers in China are therefore
subject to extensive national, provincial and local governmental laws, regulations, policies and
controls. For instance, the PRC government implemented certain policies in 2016 to address the coal
industry’s overcapacity issue, such as limiting the number of days that coal mines can operate in a
year, which limited the supply of coal and resulted in an increase in the price of coal in China. If the
abovementioned policies are waived and cause the price of coal to drop, it may in turn result in a drop
of the coke price. As the changes in the price of coke may not move in tandem with that of coal, the
spread may be narrowed, which may have an adverse impact on our margin and profit. If there is a
shortage in supply of, or an increased demand for, coal in China, the price of coal may increase and
we cannot assure you that we will be able to secure an adequate supply of coal at acceptable prices,
or at all. If we are unable to pass any price increase in coal on to our customers and cannot lower other
manufacturing costs in amounts sufficient to offset such higher raw material costs, our business,

financial condition and results of operations may be materially and adversely affected.

Our coke, refined chemicals and energy products as well as our coal supplies are all priced
largely according to prevailing market prices, which are subject to fluctuation and by reference to
various other factors applicable to individual customers. In the past few years, the market prices for
coal, coke, refined chemicals and energy products have experienced significant fluctuations.
Generally, the average price of coke declined gradually from 2011 to 2015, mainly due to downstream
iron and steel industry slowdown. The average price of coke has rebounded since May 2016 to reach
approximately RMB1,583.6 per ton (net of VAT) in August 2017. The average price of coke for the
period from September 1, 2017 to September 15, 2017 amounted to approximately RMB1,755.3 per
ton (net of VAT).

According to our internal records, our average selling price of coke decreased from
approximately RMB882.6 per ton (net of VAT) in 2014 to approximately RMB665.4 per ton (net of
VAT) in 2015, but it has rebounded significantly since August 2016 to reach approximately RMB917.1
per ton (net of VAT) in 2016 and to approximately RMB1,509.4 per ton (net of VAT) in the four months
ended April 30, 2017. Although the factors influencing changes in the price of coal overlap to a certain
extent with those influencing changes in the prices of our coke, refined chemicals and energy
products, market price trends of coal and our coke, refined chemicals and energy products may not
always correlate with one another. In addition, the changes in the price of coal normally lag behind
the changes in the prices of coke and other downstream products, and we may not be able to lower

our cost of coal immediately when the coke price drops, or vice versa.

If the prices of coke, refined chemicals and energy products fall below the cost of sales and
remain at such a level for any sustained period, we could experience operational losses which could
have a material adverse effect on our business, financial condition and results of operations. There can
be no assurance that the prices of coke, refined chemicals and energy products will remain steady or
move in tandem with the cost of sales, and any fluctuation may materially and adversely affect our

business, financial condition and results of operations.
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In addition, our profit margin was mainly determined by the changes in the spread between the
average selling prices of our products and the average purchase prices of the main raw materials.
Given the relatively fixed manufacturing costs that we incur, we are particularly sensitive to the
fluctuations in the prices of our products, and our profit margin will decrease when the prices of our
products drop.

We are particularly sensitive to movements in the market prices of coal and our products and the
changes in the spread between these prices. Our gross profit margin decreased from approximately
6.9% in 2014 to 5.6% in 2015, but increased significantly to 13.2% in 2016, and our gross profit
margin was approximately 16.0% for the four months ended April 30, 2017 as compared to
approximately 4.7% for the four months ended April 30, 2016, mainly due to the changes in the spread
between the prices of coal and coke. For more details, please see “Financial Information — Factors
Affecting Our Results of Operations and Financial Condition — Prices of our raw materials and
products.” Any increase in the market price of coal without a corresponding increase in the market
prices of our products, or any decrease in the market prices of our products without a corresponding
decrease in the market price of coal, could materially and adversely affect our business, financial
condition and results of operations.

Our operating results have been subjected to significant fluctuations during the Track Record
Period and may continue to fluctuate in the future.

Our operating results during the Track Record Period were, and we expect will continue to be,
subject to significant fluctuations. Our revenue decreased by approximately 12.4% from
approximately RMB2,563.7 million in 2014 to approximately RMB2,244.7 million in 2015, mainly
due to a significant decline of coke price in the market in 2015. Our net profit before tax dropped by
approximately 76.5% from approximately RMB140.0 million in 2014 to approximately RMB32.9
million in 2015, mainly due to a decrease in revenue and a decrease in gain on release of financial
guarantee contracts. For more details, please see “Financial Information.” Some material factors
affecting our operating results include, but are not limited to:

° changes in general economic conditions;

° alterations in the prices of and demand for our products, mainly coke, refined chemicals and
energy products;

° our customers’ business outlook;

° changes in our production costs and the prices and availability of raw materials (mainly
coal, crude benzene and coal tar) and labor;

° our effectiveness in managing the timing of our raw materials purchases and delivery;

° our effectiveness in managing our manufacturing processes and controlling costs;

° our ability to optimize our production capacity and maintenance schedule of our production
facilities;
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° our ability to obtain financing in a timely manner and on reasonable terms;
° natural disasters and other unexpected business interruptions; and
° local conditions and events that may affect our production volumes, such as labor

conditions, political instability and changes in local rules and regulations.

Due to the factors mentioned above and other risks discussed in this section, many of which are
beyond our control, our operating results may fluctuate from period to period. As a result, our Share
price may be volatile and may not always accurately represent our longer term value, and
period-to-period comparisons may not be meaningful due to the above reasons. No assurance can be
given that our operating results will meet the expectations of market analysts or our investors. If we
fail to meet their expectations, there may be a decline in our Share price, which could materially and
adversely affect our business, financial condition and results of operations.

We rely on a limited number of customers and we do not generally enter into long-term sales
contracts with our customers.

We rely on our major customers for a substantial portion of our revenue. For the years ended
December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, our sales to
our five largest customers accounted for approximately 78.5%, 71.1%, 61.2%, 50.0% and 66.0% of our
total revenue, respectively. Further, our sales to our single largest customer, Maanshan Steel,
accounted for approximately 31.2%, 30.3%, 27.2%, 25.0% and 24.9% of our total revenue and our
sales to the second largest customer, Jiangxi PXSteel Group, accounted for approximately 24.0%,
18.5%, 13.2%, 6.7% and 23.2% of our total revenue for the same periods, respectively. We anticipate
that we will continue to rely on the business activities of our major customers. Our ability to maintain
close relationships with these major customers is essential to our strategy and to the stability of our
business. We cannot guarantee that we will be able to retain any of our major customers or any other
customers, or that these customers will place orders with us in the future at the same levels as in prior
periods, or that any of these or future customers will not terminate their relationship with us or
significantly change, reduce, delay or cancel the products ordered from us or delay any payment to
us. If any one of these customers significantly reduces its purchases of or delays any payment for our
products or if we are unable to sell our products to them on similarly favorable terms or at all, our
business, financial condition and results of operations may be materially and adversely affected.

Although we typically enter into annual sales agreements with our customers covering the
general terms of our sales, none of our customers is obliged to purchase a minimum or fixed quantity
of our products save as disclosed in “Continuing Connected Transactions — Continuing Connected
Transactions — B. Continuing connected transactions subject to annual review, disclosure and

EL)

independent Shareholders’ approval requirements.” Our customers typically provide non-binding
indications of the quantities of each product they expect to order in our sales agreements, but the
actual sales volume is confirmed on a monthly or weekly basis and the price are subject to changes
frequently based on prevailing market price. As such, we cannot assure you the stability and
profitability of our sales. We do not normally have minimum purchase orders or long term sales
contracts to protect us from the adverse financial effect of a reduction in the demand for our products,

which may materially and adversely affect our business, financial condition and results of operations.
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Our results of operations and financial condition also depend on the financial condition and
commercial success of our major customers. If one or more of these customers were to become
insolvent or otherwise become unable to purchase or pay for products supplied by us, our business,

financial condition and results of operations would be materially and adversely affected.

We are subject to risks relating to product concentration and our product development efforts
may not be successful.

We derived the majority of our revenue from the sales of coke during the Track Record Period.
For the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and
2017, revenue generated from the sales of coke accounted for approximately 74.9%, 67.8%, 62.4%,
57.5% and 65.1% of our total revenue, respectively. We expect that coke will continue to account for
a large percentage of our revenue in the near term. Continued and increasing market acceptance of
coke and our other products is critical to our future success. Any negative changes in the demand for
or prices of these products could have a material adverse effect on our business, financial condition
and results of operations. As a part of our strategy, we target to expand our product portfolio to include
more downstream energy products such as LNG. Our sales of downstream energy products are
expected to increase as a result of our expansion plan. There can be no assurance that any products
we develop and introduce will achieve market acceptance. Any failure to successfully develop, launch
and market new products could jeopardize our ability to recover from our significant investments,
which in turn may materially and adversely affect our business, financial condition and results of

operations.

We are exposed to risks of inventory fluctuation.

As of December 31, 2014, 2015 and 2016 and April 30, 2017, we had approximately RMB208.6
million, RMB106.8 million, RMB159.8 million and RMB144.1 million of inventories, respectively,
accounting for approximately 21.7%, 14.3%, 13.7% and 11.9% of our total current assets as of the
same date, respectively. When prices of our products decrease, the market value of our inventories will
decrease. When the cost of ending inventories is greater than their recoverable value, we will mark
our inventory to market value at the end of period, which we would record as an impairment loss. For
the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2017, we
provided approximately nil, RMB2.3 million, RMB2.4 million and RMBO0.3 million of inventory
provision, respectively, mainly for our inventory of coke breeze and coal tar due to the decrease in the
prices of these products. For more details, please see “Financial Information — Liquidity and Capital
Resources — Inventory.” If we fail to manage our inventory level efficiently or if we encounter any
unanticipated decrease in demand for our products in the future, we may be subject to a decline in
inventory values or significant inventory write-downs or write-offs. The occurrence of any of the

above may materially and adversely affect our financial condition and results of operations.
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We may not be able to manage our growth and implement our expansion plans effectively.

We have grown rapidly over the past few years and intend to further expand our operations and
diversify our product lines to include more downstream energy products, mainly LNG, to capitalize
on opportunities in the relevant market in China. Such expansion would require investment in new
facilities. We are in the process of constructing our LNG facilities, for more details, please see
“Business — Future Plan.” We expect that we will incur additional costs, such as depreciation charges,
raw material costs, financial costs and labour costs in relation to such expansion and the operation of
such facilities. The success of our business expansion plan depends on various factors, many of which
are beyond our control. The production and sale of new products may subject us to potential risks,
such as potential difficulties in operating in a new industry with new competition or different
operational requirements, regulatory schemes and trade controls with which we may not be familiar
and which may require us to obtain new governmental or regulatory consents or approvals. There can
be no assurance that we will be successful in implementing our strategies or that our strategies, even

if implemented, will lead to successful achievement of our objectives.

In addition, if we fail to develop and maintain management, operational and administrative
systems, resources and supporting infrastructure sufficient to keep pace with our planned growth, we
may experience difficulties in managing our growth and our business, financial condition and results
of operations could be materially and adversely affected. For example, we may encounter difficulties
in producing or selling our new products or in constructing our production facilities for new products
as a result of delay in obtaining necessary approvals from government authorities, budget overruns,
shortage of necessary equipment components, shortage of labor, increase in costs or unexpected
extreme weather condition. Furthermore, there is no assurance that we will be able to secure a stable
supply of power or water at favorable terms, or at all, to sustain our future expansion. Any delay or
interruption in the schedule for our production and sale may impact our ability to meet customer
orders. This could result in a loss of existing and potential new customers who, under such

circumstances, may seek to source products from our competitors.

Furthermore, we may seek to expand our business through acquisitions. The success of our
acquisitions depends on the availability of, and competition for, suitable acquisition targets and on our
financial resources, including available cash and borrowing capacity, and our ability to integrate the
acquired targets into our business after completion. Moreover, future acquisitions may expose us to
potential risks, including the diversion of management attention and resources from our existing
business and the inability to generate sufficient revenue to offset the costs and expenses of an
acquisition. Acquisitions may also result in an increased leverage, assumption of potential legal
liabilities in respect of the acquired businesses, and incurrence of impairment charges related to
goodwill and other intangible assets. As a result, we cannot assure you that we will be able to achieve
the strategic purpose of any acquisition, the desired level of operational integration or our investment
return target. If we are unable to implement our strategies effectively, our business, financial condition

and results of operations may be materially and adversely affected.
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Our short production history of refined chemicals may make it difficult for you to evaluate our
business and prospects.

We commenced our production of refined chemicals after we acquired Jinyuan Chemicals in May
2015 and Bohigh Chemical in October 2016. Our limited operating history with respect to these
products may not form an adequate basis for the evaluation of our future operating results and
prospects. You may have difficulties evaluating our business and prospects because of our limited
operating history with respect to these products or any new products or the fluctuations in our
performance during the Track Record Period. Our financial performance during the Track Record
Period may not be indicative of our business and operating results in the future.

Any shortage of reliable and/or adequate transportation capacity and any material increase in
transportation costs could materially and adversely affect our business, financial condition and
results of operations.

The coal that we require for production and our products are all transported to us and from our
production facilities, respectively, by rail and by road. Due to the limited transport capacity and the
large transportation demand on the PRC national railway system, the allocation of transport capacity
is subject to regulatory decisions. There is no assurance that our transportation requirements will be
fully satisfied in the future. Transportation services by rail are subject to disruption from a variety of
causes, including insufficient railway transport capacity, equipment or operating problems, labor
disputes or strikes and severe weather conditions. Transportation services by road are also subject to
disruption from other causes, including storms and adverse weather and natural disasters. Disruptions
in the transportation systems we use for these or any other reasons could adversely affect our ability
to receive raw materials and deliver products to our customers on a timely basis. In addition, any
material increase in transportation costs could have a negative effect on our competitiveness, which
may in turn materially and adversely affect our business, financial condition and results of operations.

Failure to comply with changes in the safety and environmental regulations applicable to coking
chemical industry in a timely manner could harm our business.

We are heavily regulated by laws and regulations in the areas that we operate, including
environmental regulations applicable to coking chemical industry and laws regulating the production,
sale, storage, transportation and usage of dangerous chemicals, the generation, storage, handling, use
and transportation of waste materials, the emission and discharge of waste materials into soil, air or
water, energy saving standards and the health and safety of employees. The PRC government has been
strengthening the environmental protection control and enforcement in recent years to alleviate the
environmental impact of coke production. These laws and regulations currently impose fines for
pollution and operations that are deemed unsafe and provide for discretions for the local government
authorities to impose fines, limit production or close down any facility which violates environmental
and safety laws and regulations or causes serious damages to the environment and human health and
safety. The production of coke and other coking chemical products is inherently dangerous in nature.
We cannot assure you that industrial accidents will not occur in our operations as well as any new
operations that we may take on. We are also required to obtain and comply with production and
operation licenses, permits and registration certificates for our coking chemical products and
environmental permits for our operations. We may not be able to update such licenses and permits in
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a timely manner when such applicable laws and regulations change, in which event, our licenses or
permits may be suspended or revoked, which may in turn materially and adversely affect our business,
financial condition and results of operations. In addition, we will be responsible for clean-up in the
event that our operations result in contamination at our production facilities. We may incur substantial
costs for such clean-up, which may have a material adverse effect on our business, financial condition

and results of operations.

We were fined for an aggregate of RMB210,000 by the Environmental Protection Bureau of
Jiyuan City for excessive discharge of sulfur dioxide, nitrogen oxides and soot during the Track
Record Period. For more details, please see “Business — Regulatory Compliance.” As the PRC
government increases its efforts in environmental protection, our operation and facilities may be more
strictly scrutinized and inspected, and approval processes for future operation or facilities or any
alteration to existing operation or facilities may be prolonged. Compliance with environmental laws
and regulations may result in delays, cause us to incur substantial compliance and other costs and
prohibit or severely restrict our activity in environmentally-sensitive regions or areas. If we violate
or fail to comply with applicable laws or regulations, we could be fined or otherwise sanctioned by
regulators. If more stringent compliance or clean-up standards are imposed, or the results of future
testing and analyses at our operating facilities indicate that we are in breach, we may be subject to
additional remediation liability. Additional matters may also arise in the future at sites where no
problem is currently known or at sites that we may acquire in the future. Any non-compliance with
standards established by applicable laws and regulations or imposed on us could materially and

adversely affect our business, financial condition and results of operations.

We incurred net current liabilities during the Track Record Period and we may not be able to
extend or refinance our short term borrowings.

We incurred significant short-term borrowings during the Track Record Period. As of December
31, 2014, 2015 and 2016 and April 30, 2017, our short-term borrowings amounted to approximately
RMB705.6 million, RMB518.4 million, RMB348.3 million and RMB422.0 million, respectively. As a
result, as of December 31, 2014 and 2015, we had net current liabilities of approximately RMB314.1
million and RMB300.1 million, respectively. We may fund capital expenditures with internally
generated cash flow and short-term bank loans in the future. We may not be able to renew or refinance
our existing short term bank loans or secure additional external financing and, in that event, our

business, financial condition and results of operations may be materially and adversely affected.

Our net current liabilities position exposes us to certain liquidity risks. Our future liquidity, the
payment of other payables, and the repayment of outstanding debt obligations as and when they
become due will primarily depend on our ability to maintain adequate cash inflows from operating
activities and adequate external financing. We cannot assure you that we will maintain net current
assets in the future. If we continue to have net current liabilities in the future, our working capital for
the purpose of our operations may be constrained, which may materially and adversely affect our

business, financial condition and results of operations.
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We rely on third party transportation companies to transport raw materials and products.

In addition to the railway transportation, we rely on a number of third party transportation
companies to transport raw materials, from our suppliers to our production facilities and to transport
our products to our customers when we are required to arrange the transportation under relevant
contracts. There can be no assurance that sufficient transportation services will always be available
to us. Based on our contracts, the transportation companies are typically responsible for any accidents
or other incidents arising in relation to the transport trucks or drivers, or any loss of, or damage to,
the goods while being delivered. However, we cannot assure you that we will be able to recover our
lost profits, or be compensated if there is any such loss.

In addition, if we source our raw materials from suppliers or sell our products to customers
located further away from our production facilities, or if fuel prices were to increase, our
transportation costs would likely to increase, and we may not be able to pass such increase to our
customers or stay competitive on pricing. Transportation costs affect our cost of sales and selling and
distribution expenses. Any significant increase in our transportation costs could reduce our margins
and profitability and could also have a negative effect on the competitiveness of our products, which
may in turn materially and adversely affect our business, financial condition and results of operations.

Our reputation, business and results of operations may suffer if coal supplied to us does not meet
our qualitative specifications.

Our customers require coke that meets certain benchmark qualitative specifications, including
ash and sulfur content and mechanical strength. In order to be able to produce coke that meets these
qualitative specifications, we in turn require that the coal supplied to us meets certain benchmark
qualitative specifications stipulated by us. If we fail to use coal of appropriate standards as feedstock,
we may be unable to produce coke that meets the requirements of our customers, which in turn may
lead to our coke products being rejected and claims for damages by our customers. If this were to
happen, our business, financial condition and results of operations would be materially and adversely
affected.

We depend on certain third party suppliers of raw materials.

We depend on third party suppliers for coal, the main raw material for our coke production. We
source our coal mainly from state-owned mine bureaus and local coal plants. For the years ended
December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, purchases
from our top five suppliers accounted for approximately 55.9%, 45.1%, 37.2%, 38.5% and 33.8% of
our total purchase, respectively, and purchases from our largest supplier accounted for approximately
19.2%, 13.9%, 9.0%, 14.1% and 9.6% of our total purchase, respectively. In addition, after we
acquired Jinyuan Chemicals and Bohigh Chemical and consolidated their production and sale of
refined chemicals, we rely on third party suppliers for crude benzene and coal tar, as our internal
supply is not sufficient to meet the production needs of our refined chemicals. There can be no
assurance that our suppliers will continue to be able to supply at prices and terms and conditions
acceptable to us in the future, or that new sources of supply will be available in a timely manner in
the event that any of our existing suppliers is unable to meet our orders. If any of our suppliers ceases
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supplying to us for any reason and no suitable replacement of suppliers can be identified within a short
period of time, we may not be able to satisfy purchase orders from our customers, and we may lose
sales or be subject to increased raw materials costs, which may in turn materially and adversely affect

our business, financial condition and results of operations.

Our business operations are subject to significant operational and safety risks and other
unforeseen risks that may not be fully covered by our insurance policies.

In the course of our operation, we store, handle and transport volatile, flammable and/or
hazardous liquid and gaseous chemical products (such as benzene, tar, sulphuric acid and coal gas)
that are susceptible to the risks of fire, explosion and other hazards during the manufacture, storage
and transportation processes. Improper handling of these materials and products can cause serious
pollution, fires, explosions, personal injuries and possible legal liabilities. Any accidents resulting
from improper handling of these materials may cause serious health and safety issues, or significant
damages to our facilities and equipment and may cause interruptions to our business and operation and
cause adverse publicity for us. We may face compensation claims from any parties, including but not
limited to, our employees, customers or governments or other entities or individuals situated next to

or adjacent to us.

Furthermore, there may be instances where we may have to pay out of our funds for financial and
other losses, damages and liabilities caused by our operation and by other unforeseeable conditions
such as weather, diseases, strikes, breakdowns of equipment, difficulties or delays in obtaining raw
materials and equipment, natural disasters, terrorist incidents, industrial accidents or other situations.
We have not purchased any third-party liability insurance coverage for claims relating to personal
injuries, assets or environmental damages arising from our operations, nor have we purchased any
insurance for interruptions to our business and operation or environmental liabilities, which, in our
opinion, is consistent with customary practices. In addition, there are certain types of losses that are
normally uninsurable in China, such as losses due to war and terrorism. There can be no assurance that
our insurance coverage will be sufficient to cover all our losses in the future. Any business disruptions
or natural disasters may result in substantial costs and diversion of resources and may materially and
adversely affect our business, financial condition and results of operations.

We are exposed to counterparty risks in our contracts.

We have entered into a number of contractual arrangements including, but not limited to, sales
contracts and framework agreements with our customers and purchase contracts with our suppliers.
Our business, financial condition and results of operations are dependent on, among other things, the
due performance of the obligations under these contracts by the relevant counterparties. We cannot
assure you that these contracts and framework agreements will be duly performed by our
counterparties, or at all. If our counterparties do not duly perform their obligations under the relevant
contracts or the framework agreements, or at all, our business, financial condition and results of
operations could be materially and adversely affected. We provided allowance for our doubtful debts

of nil, approximately RMBO0.5 million, RMBO0.2 million and nil in relation to our trade receivables,
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and of approximately RMB2.3 million, RMB2.3 million, RMB2.4 million and RMB1.0 million in
relation to our other receivables as of December 31, 2014, 2015 and 2016 and the four months ended
April 30, 2017, respectively. For more details, please see “Financial Information — Liquidity and
Capital Resources — Trade and other receivables.”

We are dependent on future cash flows generated from our business and additional financing to
support our business operations and meet our capital expenditure requirements.

We have cash requirements both for ongoing operating expenses, working capital, general
corporate purposes, for interest and principal payments on our outstanding indebtedness and for
expansion of our business. As of April 30, 2017, we had cash and cash equivalents of approximately
RMB172.1 million and net current assets of approximately RMBI155.6 million, respectively. For
details on changes in our cash flows, please see “Financial Information — Liquidity and Capital
Resources — Cash flow.”

Our ability to generate adequate cash inflows from operating activities may be affected by
decreasing sales or downward movements in our product prices. There can be no assurance that we
will be able to generate sufficient net cash inflow from our operations in the future.

If we decide to raise additional funds through the incurrence of debt, our interest and debt
repayment obligations will increase, and we may be subject to additional covenants, which could limit
our ability to access cash flows from operations. We cannot assure you that we will be able to raise
adequate financing to fund our future capital requirements on acceptable terms, in time, or at all.
External funding is subject to various factors, some of which are beyond our control, including:

° our future financial condition and credit rating;

° general market conditions for financing activities;

° our Share price; and

° the PRC government policies and regulations relating to lending in general.

If we are unable to generate sufficient cash from our operations or secure additional financing,
which may include commercial bank borrowings or the issuance of equity or debt securities, to meet
our obligations, we may suffer liquidity issue or may be forced to reduce our capital expenditures or
may not be able to continue as a going concern. Reduction of our capital expenditures would make it
more difficult for us to execute our strategy, including our expansion plans, in accordance with our
expectations and could materially and adversely affect our business, financial condition and results of

operations.

Our business, financial condition and results of operations could be materially and adversely
affected by our indebtedness and we are exposed to fluctuations in interest rates.

We are subject to a high degree of financial leverage. We have been and are expected to continue
to rely on the borrowings to fund the majority of our capital requirements. As of April 30, 2017, we
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had a total outstanding debt of approximately RMB751.0 million. For the years ended December 31,
2014, 2015 and 2016 and the four months ended April 30, 2017, our gearing ratio (defined as total
bank and other borrowings divided by total equity) were approximately 1.3, 1.0, 0.8 and 0.7,
respectively. Our ability to repay the principal and pay the interest on our debt depends substantially
on our operating performance, which in turn depends on the general conditions of the Chinese
economy and the economic conditions of the particular market segments we serve, many of which are
beyond our control. We may be forced to sell assets, seek additional capital or seek to restructure or
refinance our indebtedness, which may not be successful or provide sufficient remedial measures. We
may face substantial financial and operational risks if our business environment or the relevant
interest or exchange rates change, or if our cash flows and capital resources are insufficient to fund
our debt service obligations. Failure to service our debt could result in the imposition of penalties,
including increases in interest rates that we pay on our debt and legal actions against us by our
creditors, or even bankruptcy.

Due to our reliance on the borrowings, we are exposed to interest rate risk resulting from
fluctuations in interest rates. As of April 30, 2017, we had fixed-rate borrowings in the amount of
approximately RMB722.0 million and floating-rate borrowings in the amount of approximately
RMB29.0 million. We do not currently hedge any of our interest rate risk. Increases in interest rates
would increase interest expenses relating to our outstanding floating rate borrowings and increase the
cost of new debt including rolled over short term loans. A significant increase in prevailing interest
rates could substantially increase our finance costs, which could materially and adversely affect our
business, financial condition and results of operations.

Moreover, we may incur additional debt to fund our planned capital expenditures and future
projects, including our LNG project. The level of our indebtedness could have important consequences
to our Shareholders, including, but not limited to: (i) limiting our ability to pay dividends and satisfy
our debt obligations; (ii) increasing our exposure to general adverse economic and industry
conditions; (iii) limiting our ability to obtain additional financing to fund future capital expenditures,
working capital or other business development and expansion projects; (iv) requiring us to set aside
a substantial portion of cash flow from our operations for the repayment of the principal of, and the
interest on, our indebtedness, thereby reducing the availability of cash flow to fund capital
expenditures, working capital or other business development expansion projects; and (v) limiting our
ability to plan for, or react to, changes in our business. These consequences could materially and
adversely affect our business, financial condition and results of operations.

Our business, financial condition and results of operations may be materially and adversely
affected by shortages in water supply and electricity or increases in water and electricity prices.

We consume a substantial amount of water and electricity in connection with our operations. We
expect our demand for water and electricity to increase as our production capabilities increase and our
business grows. The water available from our reservoir or our water processing facility or the
electricity generated by us may not be sufficient for our operations. During the Track Record Period,
we incurred higher costs when we sourced more electricity from third party power grids. There can
be no assurance that sufficient supply of water and electricity will be available to us in the future. Any
shortages or disruption in water supply or electricity could lead to lengthy production shutdowns and
increased costs related to recommencement of operations. Insufficient water supply or electricity may
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force us to limit or delay our production, and could have a material adverse effect on our business,
financial condition and results of operations. Any significant increase in water and electricity prices
may increase our production costs and may materially and adversely affect our business, financial

condition and results of operations if we are unable to pass the increased costs on to our customers.

We may not be able to retain or secure key qualified personnel, key senior management or other

personnel for our operations.

We believe that the effectiveness of our operation depends, to a significant extent, on the
expertise, experience and continued services of our key management personnel, including our
Directors, key senior executives, managers, engineers, marketing, sales, manufacturing, support and
other personnel, as well as our ability to continue to attract, retain and motivate such personnel. For
details, please see “Directors, Supervisors and Senior Management.” The loss in the services of any
key management personnel without adequate and timely replacement could limit our competitiveness,
interrupt our production processes, affect our manufacturing quality and cause customer
dissatisfaction, all of which could reduce our profitability. In addition, in order to manage our
expansion, we will need to recruit additional skilled personnel. We believe there is competition for
such personnel and we rely on the availability of manual labor at rates acceptable to us. In the event
that any local labor shortage occurs in the future, we may have difficulties recruiting or retaining labor
for our production facilities or may face increasing labor costs. In such event, our business, financial

condition and results of operations could be materially and adversely affected.

Natural disasters, epidemics, acts of war or terrorism or other factors beyond our control in the
future could materially and adversely affect our business, financial condition and results of

operations.

Natural disasters, epidemics, acts of war or terrorism or other factors beyond our control may
adversely affect the economy, infrastructure and livelihood of the people in the regions we conduct
our business. These regions may be under the threat of typhoons, tornados, snow storms, earthquakes,
floods, droughts, power shortages or failures, or are susceptible to epidemics, such as Severe Acute
Respiratory Syndrome, avian influenza, HIN1 influenza, H5N1 influenza, H7NO influenza or Middle
East respiratory syndrome, potential wars or terrorist attacks, riots, disturbances or strikes. Serious
natural disasters may result in a tremendous loss of lives and injury and destruction of assets and
disrupt our business and operations. Severe communicable disease outbreaks could result in a
widespread health crisis that could materially and adversely affect business activities in the affected
regions, which could materially and adversely affect our operations. Acts of war or terrorism, riots or
disturbances may also injure or cause deaths to our employees, and disrupt our business network and
operations. Any of these factors and other factors beyond our control could have an adverse effect on
the overall business environment, cause uncertainties in the regions where we conduct business, cause
our business to suffer in ways that we cannot predict and materially and adversely affect our business,

financial condition and results of operations.
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RISKS RELATING TO OUR INDUSTRY

Our business is heavily influenced by the coal and iron and steel industries.

A large portion of our revenue is derived from the sale of coke. For the years ended December
31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, approximately 74.9%,
67.8%, 62.4%, 57.5% and 65.1%, respectively, of our revenue were attributable to the sale of coke.
As the key raw material for the production of coke is coal, we are heavily influenced by the coal
industry. Our cost of coal for our manufacturing segments constituted approximately 100.0%, 92.0%,
83.2%, 80.5% and 79.3% of our total cost of raw materials for our manufacturing segments for the
years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017,
respectively. We are subject to the risk of fluctuating prices of coal as we may not be able to pass on
any increase in coal prices to our customers. Historically, market prices for coal in China have
fluctuated and have at times experienced changes in demand and supply. The fluctuations in supply
and demand are caused by numerous factors beyond our control, which include, but are not limited to:

° economic and political conditions and competition from other energy sources;

° the rate of growth and expansion in industries with high demand for coal, and in particular
the power, iron and steel and construction industries; and

° regulatory changes through the PRC government’s regulation of on-grid tariffs and the
allocation of transportation capacity on the national rail system.

Our business, financial condition and results of operations could be materially and adversely
affected if we were unable to obtain sufficient quantities of coal on specifications and prices that are
acceptable to us.

Coke is used principally in the iron and steel industry, which is heavily influenced by demand
for iron and steel in the construction industry. Historically, a slowdown in the economy has usually
resulted in a reduction in activities in the construction industry. In 2015, for example, the production
volume of pig iron and crude steel in China both decreased. Any slowdown in the economy may result
in reduced demand for iron and steel, which in turn would result in reduced demands for coke, and
which could materially and adversely affect our business, financial condition and results of operations.
Furthermore, our coke was primarily sold to iron and steel manufacturers in nearby provinces, and as
such, we are heavily reliant on the level of activities in the iron and steel industry in the regions where
we operate our business. We cannot assure you that the demand for coke in our nearby provinces and
in China will continue to grow or will be sustained, or that the markets for coke will not experience
fluctuations. The iron and steel industry is influenced by the PRC governmental policies. For example,
the encouragement in infrastructure investment by the policy of the “Belt and Road” initiative is likely
to stimulate demand of iron and steel, while the industry consolidation promoted by the PRC
government will continue to phase out small-scale and technologically primitive iron and steel
operations and result in a decrease in production volume. We cannot assure you that the investment
in infrastructure in China will continue to grow or will be sustained. We may also be adversely
affected by government policies that aim to rein excessive steel production in China. For instance, the
PRC government recently published policies that aim to reduce excessive steel capacity, which may
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lead to shutdown of outdated steel mills in China and, in turn, may result in a decrease in demand for
coke from the iron and steel industry. The iron and steel industry in China may be affected by barriers
such as anti-dumping and other tariffs or other restrictions imposed on foreign trade. For instance, the
United States and the European Union have recently launched anti-dumping and/or countervailing
duty probes against the import of Chinese steel products. Such taxes on Chinese steel products may,
in turn, adversely affect the production of steel and demand for coke in China. In addition, the steel
price in China may be driven by the price difference between domestic and foreign steel prices. Any
fluctuation in steel export may have an impact on the steel price in China. Any significant downturn
in the iron and steel industry in China, and in particular, a downturn affecting iron and steel
manufacturers in our target markets, could materially and adversely affect our business, financial
condition and results of operations.

We face competition from a number of PRC competitors.

Competition in the PRC coking chemical industry is based on many factors, such as price and
cost, production capacity, transport capabilities and quality and characteristics. We compete in the
PRC with other small or large PRC companies in the supply of coke to iron and steel manufacturers
and the supply of refined chemicals to chemical industry. The PRC coking chemical market is
fragmented and we believe we may face price competition from other companies that may be able to
produce coke and refined chemicals for lower costs than us due to various factors, including their
lower expenditure on environmental protection, safety and regulatory compliance.

It is also possible that coal mines, steel plants or chemical companies may scale up their
operations by expanding downstream or upstream and hence become our direct competitors in certain
stages of the coking chemical value chain in the PRC. In addition, it is possible for coal mines and
our customers such as steel plants to directly contract with each other and establish a coking operation
and thereby bypass the services that we currently provide to them. In such circumstances, these coal
mines or steel plants may have advantages over us and we may not be able to compete effectively
against them. If so, our business, financial condition and results of operations may be materially and
adversely affected. Our future success will depend on our ability to respond in an effective and timely
manner to competitive pressure.

RISKS RELATING TO THE PRC

Substantially all of our assets are located in the PRC and most of our revenue is derived from
the PRC. Hence, our business operations and prospects are to a large extent affected by the economic,
political and legal developments in the PRC.

China’s political, economic and social conditions could materially and adversely affect our
business, financial condition and results of operations, and adverse developments in China’s
economy or an economic slowdown in China may reduce the demand for our products and
services and materially and adversely affect on our business, financial condition and results of
operations.

We conduct most of our business in China, and substantially all of our assets and operations are
located, and substantially all of our revenues are derived from our operations, in China. Accordingly,
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our business, financial condition and results of operations are subject to the political, economic and
legal developments in China. The Chinese economy differs from the economies of most developed
countries in many respects, including government involvement, level of development, growth rate,

control of foreign exchange and allocation of resources.

Although China’s economy has been transitioning from a planned economy to a more
market-oriented economy for more than three decades, a substantial portion of productive assets in
China are still owned by the Chinese government. The Chinese government also has significant
oversight over the economic growth of China by allocating resources, regulating payments of foreign
currency-denominated obligations, setting monetary policies and granting preferential treatments to
particular industries or companies. Although the Chinese government has implemented economic
reform measures with a view to introducing market forces and establishing sound corporate
governance systems and modern management systems in business enterprises in recent years, such
economic reform measures may be adjusted, modified or applied inconsistently from industry to
industry or across different regions of the country. As a result, we may not necessarily benefit from

such measures.

The Chinese government has the power to implement macroeconomic control measures affecting
its economy. Macroeconomic measures adopted by the Chinese government to stimulate economic
growth may not be effective in sustaining the current growth of the Chinese economy. In addition, if
any macroeconomic measures reduce the total fixed asset investment or value-added products
generated by the construction industry, such measures may have a material adverse effect on our
business, results of operations, financial condition and prospects.

Although China has been one of the world’s fastest growing economies in recent years as
measured by the GDP growth, China may not be able to sustain such a high growth rate. For example,
the GDP growth rate of China decreased from 7.3% in 2014, to 6.9% in 2015 and to 6.7% in 2016.
China’s GDP growth rate is expected to continue declining. The global economy may continue to
deteriorate in the future and continue to have an adverse impact on China’s economy. Any significant
slowdown in the Chinese economy could have a material adverse effect on our business and

operations, in particular:

° Any slowdown in the economy may result in reduced demand for steel or chemical products
or may impact our customers’ financial condition, which in turn would result in reduced

demand for coke, refined chemicals or coal gas, which would materially reduce our profit

before tax;
° We may not be able to raise additional capital on favorable terms, or at all; and
o Trade and capital flows may further contract as a result of protectionist measures

introduced in certain markets, which could cause a further slowdown in economies and

materially and adversely affect our business and prospects.
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In addition, the Chinese stock market has been relatively volatile in recent years. The significant
government involvement in the stock market has brought further uncertainties to the market, and has
had and may continue to have an adverse impact on investors’ confidence in the capital markets in
China. Moreover, concerns over liquidity issues, geopolitical issues, the availability and cost of credit
and the unemployment rate have resulted in adverse market conditions in China, which may materially
and adversely affect our business, financial condition and results of operations.

Furthermore, factors such as consumer, corporate and government spending, business
investment, capital market volatility and inflation all affect the business and economic environment,
the growth of the coal and steel industries and ultimately, could have a material adverse effect on our
business, financial condition and results of operations.

Government control of currency conversion and future fluctuations in Renminbi exchange rates
could have a material effect on our business, financial condition and results of operations, and
may reduce the value of, and dividends payable on, our Shares in foreign currency terms.

Our revenues and expenses are substantially denominated in Renminbi, which is currently not a
freely convertible currency. A portion of these revenues must be converted into other currencies in
order to meet our foreign currency obligations. For example, we will need to obtain foreign currency
to make payments of declared dividends, if any, on our Shares.

Under China’s existing foreign exchange regulations, following the completion of the Global
Offering, we will be able to make current account foreign exchange transactions, including paying
dividends in foreign currencies without prior approval from the SAFE. However, in the future, the
Chinese Government may take measures, at its discretion, to restrict access to foreign currencies for
capital account and current account transactions under certain circumstances. If such measures are
implemented, we may not be able to pay dividends in foreign currencies to holders of our Shares.
Foreign exchange transactions under our capital account are subject to significant foreign exchange
controls and require the SAFE’s approval. These limitations could affect our ability to obtain foreign
exchange through offshore financing.

The RMB exchange rate fluctuates and is affected by changes in PRC government policies,
domestic and international economic and political developments and supply and demand in the
monetary market. Since July 2005, the PRC government has managed the Renminbi exchange rate
within a floating band based on market supply and demand and with reference to a basket of
currencies. The PBOC broadened the floating band for the trading price of Renminbi against the U.S.
dollar on the inter-bank spot exchange market to 1% around the central parity rate in April 2012, and
further broadened it to 2% in March 2014. The Renminbi depreciated significantly against major
currencies in August 2015. In November 2015, the International Monetary Fund decided to include the
Renminbi in the Special Drawing Rights basket used to value supplementary foreign exchange assets
maintained by the International Monetary Fund beginning on October 1, 2016. While the immediate
impact of this decision remains uncertain, the Renminbi’s inclusion in the Special Drawing Rights
basket is expected to encourage greater liberalization of PRC currency policies. We cannot assure you
that Renminbi will not experience significant appreciation or depreciation against the U.S. dollar or
other foreign currencies in the future.
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Our proceeds from the Global Offering will be denominated in Hong Kong dollars. As a result,
any appreciation of the Renminbi against the U.S. dollar, the Hong Kong dollar or any other foreign
currencies may result in the decrease in the value of our foreign currency-denominated assets and our
proceeds from the Global Offering. Conversely, any depreciation of the Renminbi may adversely
affect the value of, and any dividends payable on our Shares in foreign currencies. There are limited
instruments available for us to reduce our foreign currency risk exposure at reasonable cost in China,
and we have not utilized, and may not in the future utilize, any such instrument. Furthermore, we are
also currently required to obtain SAFE’s approval before converting significant sums of foreign
currencies into Renminbi. All of these factors could materially and adversely affect our business,
results of operations, financial condition and prospects, and could reduce the value of, and dividends
payable on, our Shares in foreign currency terms.

Uncertainties with respect to the Chinese legal system could have a material adverse effect on our
business, financial condition and results operations.

Our business and operations are primarily conducted in China and are governed by applicable
Chinese laws, rules and regulations. China’s legal system is based on written statutes and their
interpretation by the Supreme People’s Court. Prior court decisions may be cited for reference, but
have limited weight as precedents. Since the late 1970s, the Chinese government has significantly
enhanced China’s legislation and regulations to provide protection to various forms of foreign
investments in China. However, China has not developed a fully integrated legal system, and recently
enacted laws, rules and regulations may not sufficiently cover all aspects of economic activity in
China. As many of these laws, rules and regulations are relatively new, and because of the limited
volume of published decisions, the interpretation and enforcement of these laws, rules and regulations
involve uncertainties and may not be as consistent and predictable as in other jurisdictions. In
addition, China’s legal system is based in part on government policies and administrative rules that
may have a retroactive effect. As a result, we may not be aware of violations of these policies and rules
by us, if any, until some time after the violation. Furthermore, the legal protection available to us
under these laws, rules and regulations may be limited. Any litigation or regulatory enforcement action
in China may be protracted and may result in substantial costs and the diversion of resources and
management attention, which in turn could have a material adverse effect on our business, financial
condition and results of operations.

You may experience difficulties in effecting service of legal process and enforcing judgments or
bringing original actions in China or Hong Kong based on foreign laws against us and our
Directors and management.

Substantially all of our assets and a substantial portion of the assets of our Directors and
management are located in China. It may not be possible for investors to effect service of process upon
us or those persons in China. China has not entered into treaties or arrangements providing for the
recognition and enforcement of judgments made by courts of most other jurisdictions. On July 14,
2006, Hong Kong and China entered into the Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the
Hong Kong Special Administrative Region Pursuant to Choice of Court Agreements Between Parties
Concerned (i A B e B 72 TR0 Hi B A 3 1) 47 IR 16 ik (98 AR L 8 W] A0 SBILA T o g N o ol O 1) IR
FEMGHPAZYE)) (the “Arrangement”), pursuant to which a party with an enforceable final court
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judgment rendered by any designated people’s court of China or any designated Hong Kong court
requiring payment of money in a civil and commercial case according to a written choice of court
agreement, may apply for recognition and enforcement of the judgment in the relevant people’s court
of China or Hong Kong court. A written choice of court agreement is defined as any agreement in
writing entered into between parties after the effective date of the Arrangement in which a Hong Kong
court or a Chinese court is expressly designated as the court having sole jurisdiction for the dispute.
Therefore, it may not be possible to enforce a judgment rendered by a Hong Kong court in China if
the parties in the dispute did not agree to enter into a choice of court agreement in writing. As a result,
it may be difficult or impossible for investors to effect service of process against certain of our assets
or Directors and management in China in order to seek recognition and enforcement of foreign

judgments in China.
Payment of dividends is subject to restrictions under the PRC law.

Under the PRC law, we may only pay dividends out of distributable profits. Distributable profits
are our after-tax profits as determined under the PRC GAAP or IFRSs, whichever is lower, less any
recovery of accumulated losses and appropriations to statutory and other reserves that we are required
to make. As a result, we may not have sufficient or any distributable profit to enable us to make
dividend distributions to our Shareholders, including in respect of periods in which our financial
statements indicate we are profitable. Any distributable profit not distributed in a given year may be

retained and available for distribution in subsequent years.

Moreover, because the calculation of distributable profits under the PRC GAAP is different from
the calculation under the IFRSs in certain respects, our operating subsidiaries may not have
distributable profits as determined under the PRC GAAP, even if they have profits for that year as
determined under the IFRSs, or vice versa. Accordingly, we may not receive sufficient distributions
from our subsidiaries. Inability by our operating subsidiaries to pay us dividends could materially and
adversely impact our cash flow and ability to make dividend distributions to our Shareholders in the

future, including in respect of periods in which our financial statements indicate we are profitable.

You will generally be subject to PRC withholding tax on dividends received on our Shares, and
may be subject to PRC tax on gains realized on the disposition of our Shares.

Under applicable PRC tax laws, regulations and statutory documents, non-PRC resident
individuals and enterprises are subject to tax obligations with respect to dividends received from us
or gains realized upon the sale or other disposition of our Shares. Non-PRC individuals are generally
subject to PRC individual income tax under the Individual Income Tax Law of the PRC
(e N B RN 3 RN BT A5 815 ) with respect to PRC source income or gains at a rate of 20% unless
specifically exempted by the tax authority of the State Council or reduced or eliminated by an
applicable tax treaty. We are required to withhold related tax from dividend payments. Pursuant to
applicable regulations, domestic non-foreign-invested enterprises issuing shares in Hong Kong may
generally, when distributing dividends, withhold individual income tax at the rate of 10%. However,

withholding tax on distributions paid by us to non-PRC individuals may be imposed at other rates
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pursuant to applicable tax treaties (and up to 20% if no tax treaty is applicable) if the identity of the
individual Shareholder and the tax rate applicable thereto are known to us. There is uncertainty as to
whether gains realized upon disposition of Shares by non-PRC individuals are subject to PRC
individual income tax.

Non-PRC resident enterprises that do not have establishments or premises in the PRC, or that
have establishments or premises in the PRC but their income is not related to such establishments or
premises are subject to PRC enterprise income tax at the rate of 10% on dividends received from PRC
companies and gains realized upon disposition of equity interests in the PRC companies pursuant to
the Enterprise Income Tax Law of the PRC (13 A [ 2L A1 [ £ 3£ fir 15 8 %) and other applicable PRC
tax regulations and statutory documents, which may be reduced or eliminated under special
arrangements or applicable treaties between the PRC and the jurisdiction where the non-resident
enterprise resides. Pursuant to applicable regulations, we intend to withhold tax at a rate of 10% from
dividends paid to non-PRC resident enterprise holders of Shares (including HKSCC Nominees).
Non-PRC resident enterprises that are entitled to be taxed at a reduced rate under an applicable income
tax treaty will be required to apply to the PRC tax authorities for a refund of any amount withheld in
excess of the applicable treaty rate, and payment of such refund will be subject to the PRC tax
authorities’ verification. As of the Latest Practicable Date, there are no specific rules about how to
levy tax on gains realized by non-resident enterprise holders of Shares through the sale or transfer of
Shares by other means.

There remains significant uncertainty as to the interpretation and application of the relevant PRC
tax laws by the PRC tax authorities, including whether and how individual income tax or enterprise
income tax on gains derived by holders of our Shares from their disposition of our Shares may be
collected. If any such tax is collected, the value of our Shares may be materially and adversely
affected. For more details, please see “Appendix IIl — Taxation and Foreign Exchange — 1. Taxation
in the PRC.”

The enforcement of the PRC Labor Contract Law (FE AR X ME 4 S E %) and increases in
labor costs in the PRC may adversely affect our business and our profitability.

The PRC Labor Contract Law and its implementation rules impose stringent requirements on
employers with regard to entering into written employment contracts, hiring temporary employees and
dismissing employees. The PRC Labor Contract Law and its implementation rules also provide for
requirements relating to, among others, minimum wages, severance payments and non-fixed term
employment contracts, time limits for probation periods as well as duration and the number of times
that an employee can be placed on fixed term employment contracts. It also provides that social
insurance is required to be paid on behalf of the employees and the employees are entitled to
unilaterally terminate the labor contracts if this requirement is not satisfied.

In addition, under the Regulations on Paid Annual Leave for Employees (¥ik T.71 57 4 IR R 15 1)),
which also came into effect on January 1, 2008, and its implementation measures, which were
promulgated and became effective on September 18, 2008, employees who have served more than one
year for an employer are entitled to paid annual leave ranging from five to 15 days, depending on their
length of service. Employees who waive such annual leave at the request of employers shall be
compensated at a rate of three times of their normal salaries for each waived annual leave day. Such
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new laws and regulations may increase our labor costs. In addition, certain companies operating in the
PRC have experienced labor unrest since 2010 as a result of workers’ dissatisfaction with working
conditions and remuneration. We cannot assure you that these labor strikes will not affect general
labor market conditions or result in changes to labor laws in the PRC, which in turn could adversely
affect our business. Any significant increases in our labor costs and future disputes with our
employees could nonetheless have a material and adverse effect on our business, financial condition,
results of operations and prospects.

RISKS RELATING TO THE GLOBAL OFFERING

There is no existing public market for our Shares and their liquidity and market price may
fluctuate.

Prior to the Global Offering, there has been no public market for our Shares. We cannot assure
you that an active trading market for our Shares will develop and be sustained following the Global
Offering. In addition, the initial issue price range for our Shares was the result of negotiations between
our Company and the Sole Global Coordinator, and the Offer Price may differ significantly from the
market price of our Shares following the completion of the Global Offering. We have applied for the
listing of and permission to deal in our Shares on the Stock Exchange. The Listing on the Stock
Exchange, however, does not guarantee that an active trading market for our Shares will develop, or
if it does develop, that it will be sustainable following the Global Offering or that the market price
of our Shares will not decline after the Global Offering.

Furthermore, the price and trading volume of our Shares may be volatile. The following factors,
among others, may cause the market price of our Shares after the Global Offering to vary significantly
from the Offer Price, some of which are beyond our control:

° variations in our revenues, earnings and cash flow;

° unexpected business interruptions resulting from natural disasters or power shortages;

° major changes in our key personnel or senior management;

° our inability to obtain or maintain regulatory approval for our operations;

° our inability to compete effectively in the market;

° political, economic, financial and social developments in China and Hong Kong and in the
global economy;

° fluctuations in stock market prices and volume;
° changes in analysts’ estimates of our financial performance; and
° involvement in or being subject to material litigations or regulatory investigations.
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Future issuances or sales, or perceived issuances or sales, of substantial amounts of our Shares
in the public market could materially and adversely affect the prevailing market price of our
Shares and our ability to raise capital in the future.

The market price of our Shares could decline as a result of future sales of substantial amounts
of our Shares or other securities relating to our Shares in the public market, including by our
Controlling Shareholders, or the issuance of new Shares by us, or the perception that such sales or
issuances may occur. Future sales, or perceived sales, of substantial amounts of our Shares could also
materially and adversely affect our ability to raise capital in the future at a time and at a price
favorable to us, and our Shareholders may experience dilution in their holdings upon the issuance or
sale of additional securities in the future.

The market price of our Shares when trading begins could be lower than the Offer Price.

The initial price to the public of our Shares sold in the Global Offering is expected to be
determined on or about Friday, September 29, 2017 and in any event, not later than Monday, October
9, 2017. However, the Shares will not commence trading on the Stock Exchange until they are
delivered, which is expected to be several days after the Price Determination Date. As a result,
investors may not be able to sell or otherwise deal in the Shares during that period. Accordingly,
Shareholders are subject to the risk that the price of the Shares when trading begins could be lower
than the Offer Price as a result of adverse market conditions or other adverse developments that may
occur between the time of sale and the time trading begins.

Future financing may cause a dilution in your shareholding or place restrictions on our
operations.

We may raise additional funds in the future to finance our future development plan, the
expansion of our capacity, the enhancement of our technology development capabilities, the
development of our operations, acquisitions or strategic partnerships. If additional funds are raised
through the issuance of our new equity or equity-linked securities other than on a pro rata basis to
Existing Shareholders, the percentage ownership of such Shareholders in us may be reduced, and such
new securities may confer rights and privileges that may take priority over those conferred by the
Shares. Alternatively, if we meet such funding requirements by way of additional debt financing, we
may have restrictions placed on us through such debt financing arrangements which may:

° limit our ability to pay dividends or require us to seek consent for the payment of dividends;
o increase our vulnerability to general adverse economic and industry conditions;
° require us to dedicate a substantial portion of our cash flows from operations to service our

debt, thereby reducing the availability of our cash flow to fund capital expenditure, working
capital requirements and other general corporate needs; and

° limit our flexibility in planning for, or reacting to, changes in our business and our industry.
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Potential investors will experience immediate dilution as a result of the Global Offering.

Potential investors will pay a price per Share in the Global Offering that substantially exceeds
the per Share value of our tangible assets after subtracting our total liabilities as of December 31,
2016. Therefore, purchasers of our Shares in the Global Offering will experience immediate dilution
in pro forma net tangible assets of HK$2.68 per Share based on our net tangible assets per Share as
of April 30, 2017 (assuming the Offer Price of HK$3.39, which is the high end of our indicative Offer
Price range, and assuming the Over-Allotment Option is not exercised), and our existing Shareholders
will receive an increase in the pro forma adjusted net tangible assets per Share on their Shares. As a
result, if we were to distribute our net tangible assets to the Shareholders immediately following the
Global Offering, potential investors would receive less than the amount they paid for their Shares. For
more details, please see “Appendix Il — Unaudited Pro Forma Financial Information.” In addition,
holders of our Shares may experience a further dilution of their interest if the Sole Global Coordinator

(on behalf of the International Underwriters) exercises the Over-Allotment Option.

Any possible conversion of our Domestic Shares and Foreign Shares into H Shares in the future
may increase the number of our H Shares in the market and may adversely and materially impact

the market price of our H Shares.

Upon Listing, assuming the Over-allotment Option is not exercised, we will have two classes of
ordinary shares, namely (i) 133,334,000 H Shares, which represent approximately 25.00% of our total
share capital; and (ii) 238,000,000 Domestic Shares and 162,000,000 Foreign Shares, which represent
approximately 75.00% of our total share capital and are not listed or traded on any stock exchange.
Subject to the approval of the CSRC, all of our Domestic Shares and Unlisted Foreign Shares may be
converted into H Shares in the future, and such converted Shares may be listed or traded on a stock
exchange outside of the PRC, provided that prior to the conversion and trading of such converted
Shares, any requisite internal approval by the Shareholders in a general meeting and the approval from
relevant PRC regulatory authorities shall have been obtained. However, the PRC Company Law
provides that, in relation to the public offering of a company, the shares of that company which are
issued prior to the public offering shall not be transferred within one year from the date of the listing.
Therefore, upon obtaining all requisite approvals, our Domestic Shares and Unlisted Foreign Shares
may be traded, after the conversion, in the form of H Shares on the Stock Exchange after one year
upon completion of the Global Offering, which at that time could further increase the number of our
H Shares in the market and negatively impact the market price of our H Shares.

We cannot assure you that we will declare and distribute any amount of dividends in the future
and dividends distributed in the past may not be indicative of our dividend policy in the future.

In 2014, 2015 and 2016, we declared dividends of nil, RMB48.0 million and nil, respectively. On
March 17, 2017, we declared a special dividend in the amount of RMB100.0 million to our
Shareholders. There can be no assurance that the amount of dividend declared by us in the future, if
any, will be at the level declared and paid by us prior to the Global Offering. In addition, there can

be no assurance that we will declare and pay dividends as other companies in our industry because the
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declaration, payment and amount of dividends are subject to the discretion of our Directors, depending
on, among other considerations, our operations, earnings, cash flows and financial position, operating
and capital expenditure requirements, our strategic plans and prospects for business development, our
constitutional documents and applicable law. For more details on our dividend policy, please see

“Financial Information — Dividend.”

We cannot guarantee the accuracy of facts, forecasts and other statistics obtained from official

governmental sources or other sources contained in this prospectus.

Certain facts, statistics and data contained in this prospectus relating to China, Hong Kong, the
coking industry, the refined chemical industry, the chemical, the coal gas and LNG industries, the coal
industry and the iron and steel industry have been derived from various official government
publications or other third-party reports we generally believe to be reliable. We have taken reasonable
care in the reproduction or extraction of the official government publications or other third-party
reports for the purpose of disclosure in this prospectus and have no reason to believe that such
information is false or misleading or that any fact has been omitted that would render such information
false or misleading. However, we cannot guarantee the quality or reliability of such source materials.
They have not been prepared or independently verified by us, the Sole Sponsor, the Sole Global
Coordinator, the Sole Bookrunner, the Sole Lead Manager, the Underwriters or any of their respective
affiliates or advisors and, therefore, we make no representation as to the accuracy of such statistics,
which may not be consistent with other information compiled within or outside China and Hong Kong.
Due to possibly flawed or ineffective collection methods or discrepancies between published
information and market practice, such statistics in this prospectus may be inaccurate or may not be
comparable to statistics produced with respect to other economies. Furthermore, we cannot assure you
that they are stated or compiled on the same basis or with the same degree of accuracy as the case may
be in other jurisdictions. In all cases, you should give due consideration as to how much weight or

importance they should attach to or place on such facts.

There are risks associated with forward-looking statements contained in this prospectus.

Included in this prospectus are various forward-looking statements which can be identified by the
use of forward-looking terminology such as “may,” “will,” “expect,” “anticipate,” “estimate,”
“continue,” “believe” and other similar words. Since forward-looking statements involve known and
unknown risks, uncertainties and other factors which may cause our actual results, performance or
achievements, or industry results, to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements. Such forward-looking
statements are based on numerous assumptions regarding our present and future business strategies
and the environment in which we will operate in the future. Important factors that could cause our
actual results, performance or achievements to differ materially from those in the forward-looking
statements include, among others, the loss of our key personnel, changes relating to our industry and
changes in general economic and business conditions. Additional factors that could cause actual
results, performance or achievements to differ materially include, but are not limited to, those

discussed above in this section.
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You should read the entire prospectus carefully, and we strongly caution you not to place any
reliance on any information contained in press articles and/or other media regarding us, our

business, our industry or the Global Offering.

There may have been prior to the publication of this prospectus, and there may be subsequent to
the date of this prospectus but prior to the completion of the Global Offering, press and/or media
regarding us, our business, our industries and the Global Offering. None of us, the Sole Sponsor, the
Sole Global Coordinator, the Sole Bookrunner, the Sole Lead Manager, the Underwriters or any other
person involved in the Global Offering has authorized the disclosure of information about the Global
Offering in any press or media and none of these parties accepts any responsibility for the accuracy
or completeness of any such information or the fairness or appropriateness of any forecasts, views or
opinions expressed by the press and/or other media regarding our Shares, the Global Offering, our
business, our industry or us. We make no representation as to the appropriateness, accuracy,
completeness or reliability of any such information, forecasts, views or opinions expressed in any such
publications. To the extent that such statements, forecasts, views or opinions are inconsistent or
conflict with the information contained in this prospectus, we disclaim them. Accordingly, prospective
investors are cautioned to make their investment decisions on the basis of the information contained
in this prospectus only and should not rely on any other information. By applying to purchase our
Shares in the Global Offering, you will be deemed to have agreed that you will not rely on any

information other than that contained in this prospectus.
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WAIVERS FROM COMPLIANCE WITH THE LISTING RULES

For the purpose of the Listing, our Company has sought the following waivers from strict

compliance with the relevant provisions of the Listing Rules.

CONTINUING CONNECTED TRANSACTIONS

Members of our Group have entered into certain transactions which would constitute non-exempt
continuing connected transactions of our Company under the Listing Rules after the Listing. Our
Company has received from the Stock Exchange a waiver from strict compliance with the
announcement and independent shareholders’ approval requirements set out in Chapter 14A of the
Listing Rules for such non-exempt continuing connected transactions. Further details of such
non-exempt continuing connected transactions and the waiver are set out in the section headed

“Continuing Connected Transactions” in this prospectus.

MANAGEMENT PRESENCE

Rule 8.12 of the Listing Rules requires that a new applicant applying for a primary listing on the
Main Board of the Stock Exchange must have a sufficient management presence in Hong Kong. This
normally means that at least two of its executive directors must be ordinarily resident in Hong Kong.
However, Rule 19A.15 of the Listing Rules provides that the requirement under Rule 8.12 of the
Listing Rules may be waived by the Stock Exchange at its discretion.

Since our principal business operations and production facilities are primarily located, managed
and conducted in the PRC, our senior management members (save for Mr. Yiu Chiu Fai, who is an
executive Director, and Mr. Wong Hok Leung, who is our company secretary) are and will therefore
continue to be based in the PRC. At present, save for Mr. Yiu Chiu Fai and one of the three
independent non-executive Directors (namely Mr. Wu Tak Lung who is a Hong Kong resident), all the
other Directors are not Hong Kong residents or based in Hong Kong. We consider that the appointment
of two executive Directors to reside in Hong Kong or the relocation of our executive Directors to Hong
Kong merely for the purpose of complying with Rule 8.12 of the Listing Rules would not only increase
our administrative expenses, but would also reduce the effectiveness and responsiveness of the
decision making process of the Board, especially when business decisions are required to be made
within a short period of time. Our Company does not and will not in the foreseeable future have two
executive Directors residing in Hong Kong.

In light of the above, we have applied to the Stock Exchange for, and the Stock Exchange has
granted us, a waiver from strict compliance with the requirement of Rules 8.12 and 19A.15 of the
Listing Rules, subject to the conditions that, among others, we put in place the following arrangements
to maintain effective communication between us and the Stock Exchange:

(a) we will appoint two authorized representatives pursuant to Rule 3.05 of the Listing Rules,
who will act as our principal channel of communication with the Stock Exchange. We have
appointed Mr. Yiu Chiu Fai (our executive Director) and Mr. Wong Hok Leung (our
company secretary), who ordinarily reside in Hong Kong, as our two authorized
representatives for such purpose. Each of the authorized representatives will be available
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to meet with the Stock Exchange in Hong Kong within a reasonable period of time upon
request and will be readily contactable by telephone, facsimile or email. Each of the
authorized representatives is authorized to communicate on our behalf with the Stock

Exchange;

(b) both of our authorized representatives will have means to contact all members of the Board
(including the independent non-executive Directors) promptly at all times as and when the

Stock Exchange wishes to contact the members of the Board for any matters;

(¢) we shall promptly inform the Stock Exchange of any changes to our authorized

representatives;

(d) we have appointed a compliance advisor pursuant to Rule 3A.19 and Rule 19A.05 of the
Listing Rules who will also act as an additional channel of communication with the Stock
Exchange for the period commencing on the Listing Date and ending on the date on which
our Company distributes the annual report for the first full financial year after the Listing
Date in accordance with Rule 13.46 of the Listing Rules;

(e) all Directors (including the independent non-executive Directors) who are not ordinarily
resident in Hong Kong have confirmed that they will apply for valid travel documents to
visit Hong Kong prior to the Listing and will be able to meet with the relevant members of

the Stock Exchange within a reasonable period of time, when required; and

(f) all Directors will provide their respective mobile phone numbers, office phone numbers,

e-mail addresses and fax numbers to the Stock Exchange.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENT OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies Ordinance, the Companies (WUMP)
Ordinance, the Securities and Futures (Stock Market Listing) Rules (Chapter 571V of the Laws of
Hong Kong) and the Listing Rules for the purpose of giving information with regard to our Company.
Our Directors, having made all reasonable enquiries, confirm that to the best of their knowledge and
belief the information contained in this prospectus is accurate and complete in all material respects
and not misleading or deceptive, and there are no other matters the omission of which would make any
statement herein or this prospectus misleading.

CSRC APPROVAL

We have obtained the approval dated August 25, 2017 from the CSRC for the Global Offering
and the making of the application to list our H Shares on the Hong Kong Stock Exchange. In granting
such consent, the CSRC accepts no responsibility for our financial soundness or for the accuracy of
any of the statements made or opinions expressed in this prospectus or in the Application Forms.

THE HONG KONG PUBLIC OFFERING AND THIS PROSPECTUS

This prospectus is published solely in connection with the Hong Kong Public Offering which
forms part of the Global Offering. Neither the delivery of this prospectus nor any offering, sale or
delivery made in connection with our H Shares should, under any circumstances, constitute a
representation that there has been no change or development reasonably likely to involve a change in
our affairs since the date of this prospectus or imply that the information contained in this prospectus
is correct as of any date subsequent to the date of such information.

For applications under the Hong Kong Public Offering, this prospectus and the Application
Forms set out the terms and conditions of the Hong Kong Public Offering.

UNDERWRITING

The Listing is sponsored by the Sole Sponsor. The Global Offering is managed by the Sole
Global Coordinator. The Hong Kong Public Offering is fully underwritten by the Hong Kong
Underwriters subject to the terms and conditions of the Hong Kong Underwriting Agreement and the
Offer Price to be agreed between us and the Sole Global Coordinator (for itself and on behalf of the
other Underwriters) on the Price Determination Date. The International Offering is expected to be
fully underwritten by the International Underwriters subject to the terms and conditions of the
International Underwriting Agreement, which is expected to be entered into on or about the Price
Determination Date. Further information about the Underwriters and the underwriting arrangements is
set forth in “Underwriting.”

If, for any reason, the Offer Price is not agreed between the Sole Global Coordinator (on behalf
of the Underwriters) and us on or before Monday, October 9, 2017, the Global Offering will lapse.
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RESTRICTIONS ON OFFER AND SALE OF THE OFFER SHARES

Each person acquiring the Hong Kong Offer Shares under the Hong Kong Public Offering will
be required to, or be deemed by his/her/its acquisition of Hong Kong Offer Shares to, confirm that
he/she/it is aware of the restrictions on offers and sales of the Hong Kong Offer Shares described in

this prospectus and the Application Forms.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction other
than in Hong Kong, or the distribution of this prospectus and/or the Application Forms in any
jurisdiction other than Hong Kong. Accordingly, this prospectus and/or the Application Forms may not
be used for the purpose of, and does not constitute, an offer or invitation in any jurisdiction or in any
circumstances in which such an offer or invitation is not authorized or to any person to whom it is
unlawful to make such an offer or invitation. The distribution of this prospectus and/or the Application
Forms and the offering and sales of the Offer Shares in other jurisdictions are subject to restrictions
and may not be made except as permitted under the applicable securities laws of such jurisdictions
pursuant to registration with or authorization by the relevant securities regulatory authorities or an
exemption therefrom. In particular, the Offer Shares have not been publicly offered or sold, directly
or indirectly, in the PRC or the U.S.

The Offer Shares are offered for subscription solely on the basis of the information contained and
representations made in this prospectus and related Application Forms, and on the terms and subject
to the conditions set out herein and therein. No person is authorized in connection with the Global
Offering to give any information, or to make any representation, not contained in this prospectus, and
any information or representation not contained in this prospectus must not be relied upon as having
been authorized by us or any of the Relevant Persons. For further details of the structure of the Global
Offering, including its conditions, and the procedures for applying for the Hong Kong Offer Shares,
please see “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares.”

APPLICATION FOR LISTING OF THE SHARES ON THE STOCK EXCHANGE

We have applied to the Listing Committee of the Hong Kong Stock Exchange for the granting
of listing of, and permission to deal in, our H Shares in issue and to be issued pursuant to the Global
Offering (including any additional H Shares which may be issued pursuant to the exercise of the
Over-allotment Option). Except for our application to the Hong Kong Stock Exchange for the listing
of, and permission to deal in, our H Shares, no part of our share or loan capital is listed on or dealt
in on the Hong Kong Stock Exchange or any other stock exchange and no such listing or permission

to list is being or proposed to be sought in the near future.

Dealings in our H Shares on the Hong Kong Stock Exchange are expected to commence at 9:00
a.m. on Tuesday, October 10, 2017.
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H SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of the listing of, and permission to deal in, our H Shares on the Hong
Kong Stock Exchange and our compliance with the stock admission requirements of HKSCC, our H
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS with effect from the Listing Date or any other date as determined by HKSCC. Settlement of
transactions between participants of the Hong Kong Stock Exchange is required to take place in
CCASS on the second Business Day after any trading day. All activities under CCASS are subject to
the General Rules of CCASS and CCASS Operational Procedures in effect from time to time. Investors
should seek the advice of their stockbroker or other professional advisor for details of the settlement
arrangements as such arrangements may affect their rights and interests. All necessary arrangements
have been made for our H Shares to be admitted into CCASS.

PROFESSIONAL TAX ADVICE RECOMMENDED

If you are unsure about the taxation implications of subscribing for, purchasing, holding,
disposing of or dealing in our H Shares or exercising any rights attached to them, you should consult
an expert. It is emphasized that neither us nor any of the Relevant Persons accepts responsibility for
any tax effects on, or liabilities of, any person resulting from subscribing for, purchasing, holding,
disposing of or dealing in our H Shares or exercising any rights attached to them.

REGISTER OF MEMBERS AND STAMP DUTY

All of our H Shares issued pursuant to applications made in Global Offering will be registered
on our H Share register of members to be maintained in Hong Kong by our H Share Registrar,
Computershare Hong Kong Investor Services Limited at Shops 1712-1716, 17th Floor, Hopewell
Centre, 183 Queen’s Road East, Wanchai, Hong Kong. Our principal register of members will be
maintained by us at our head office in the PRC.

Dealings in our H Shares registered in our H Share register of members will be subject to the
Hong Kong stamp duty. For more details, please see “Appendix Il — Taxation and Foreign
Exchange.”

Unless determined otherwise by us, dividends payable in Hong Kong dollars in respect of H
Shares will be paid to the Shareholders listed on our H Share register of members to be maintained
in Hong Kong, by ordinary post, at the Shareholders’ risk, to the registered address of each
Shareholder.

REGISTRATION OF SUBSCRIPTION, PURCHASE AND TRANSFER OF H SHARES

We have instructed the H Share Registrar, and the H Share Registrar has agreed, not to register
the subscription, purchase or transfer of any H Shares in the name of any particular holder unless the
holder delivers a signed form to the H Share Registrar in respect of those H Shares bearing statements
to the effect that the holder:
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(i) agrees with us and each of our Shareholders, and we agree with each Shareholder, to observe
and comply with the PRC Company Law, the Companies Ordinance, the Companies (WUMP)
Ordinance, the Special Regulations and our Articles of Association;

(i1) agrees with us, each of our Shareholders, Directors, Supervisors, managers and officers, and
we, acting for ourselves and for each of our Directors, Supervisors, managers and officers agree with
each Shareholder, to refer all differences and claims arising from our Articles of Association or any
rights or obligations conferred or imposed by the PRC Company Law or other relevant laws and
administrative regulations concerning our affairs to arbitration in accordance with our Articles of
Association, and any reference to arbitration shall be deemed to authorize the arbitration tribunal to
conduct hearings in open session and to publish its award, which shall be final and conclusive;

(iii) agrees with us and each of our Shareholders that our H Shares are freely transferable by our
H Shares holders thereof; and

(iv) authorizes us to enter into a contract on his/her/its behalf with each of our Directors,
Supervisors, managers and officers whereby such Directors, Supervisors, managers and officers
undertake to observe and comply with their obligations to our Shareholders as stipulated in our

Articles of Association.

OVER-ALLOTMENT OPTION AND STABILIZATION

In connection with the Global Offering, the Stabilizing Manager or its affiliates or any person
acting for them may over-allocate H Shares or effect any other transactions with a view to stabilizing
and maintaining the market price of the Offer Shares at a level higher than which might otherwise
prevail for a limited period after the Listing Date. However, there is no obligation on the Stabilizing

Manager or its affiliates or any person acting for them to conduct any such stabilizing action.

In connection with the Global Offering, our Company is expected to grant to the International
Underwriters the Over-allotment Option, which is exercisable in full or in part by the Sole Global
Coordinator (on behalf of the International Underwriters) no later than 30 days after the last day for
lodging applications under the Hong Kong Public Offering. Pursuant to the Over-allotment Option, our
Company may be required to issue at the Offer Price up to an aggregate of additional 6,666,000 H
Shares, representing approximately 5% of the total number of H Shares initially available under the
Global Offering.

Details of the arrangements relating to the Over-allotment Option and stabilization are set out in
the section headed “Structure of the Global Offering” in this prospectus.

PROCEDURE FOR APPLICATION FOR HONG KONG OFFER SHARES

The procedure for application for the Hong Kong Offer Shares is set out in the section headed

“How to Apply for Hong Kong Offer Shares” in this prospectus.
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STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the section

headed “Structure of the Global Offering” in this prospectus.

BOARD LOTS AND STOCK CODE

Our H Shares will be traded in board lots of 1,000 H Shares each and the stock code of our H
Shares will be 6885.

CURRENCY TRANSLATIONS

Unless otherwise specified, amounts denominated in RMB and U.S. dollars have been translated,
for the purpose of illustration only, into U.S. dollars or Hong Kong dollars in this prospectus at the

following rates:

HK$1.00 : RMBO0.8368 (set by the PBOC for foreign exchange transactions prevailing on
September 18, 2017)

US$1.00 : RMB6.5419 (set by the PBOC for foreign exchange transactions prevailing on
September 18, 2017)

No representation is made that any amounts in RMB, US$ or HK$ can be or could have been at

the relevant dates converted at the above rates or any other rates or at all.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Provided, however, that translated English names of Chinese
laws and regulations, governmental authorities, departments, entities (including our subsidiaries),
institutions, natural persons, facilities, certificates, titles and the like included in this prospectus and
for which no official English translation exists are unofficial translations for identification purposes

only. In the event of such inconsistency, the Chinese name prevails.

ROUNDING

Numerical figures have, in certain cases, been rounded. Any discrepancies in any table or chart

between totals and sums of amounts listed therein are due to rounding.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS

Name
Executive Directors

Mr. Yiu Chiu Fai (5] Hi)

Mr. Wang Mingzhong (F # &)

Mr. Li Tianxi (ZFKE)

Non-executive Directors

Mr. Lu Kecong (P& 7afi)

Mr. Hu Xiayu (% & W)

Address

Flat C, 58/F

Block 6

Island Resort

28 Siu Sai Wan Road
Siu Sai Wan

Hong Kong

No. 401, Block 21
Xiangyuan Community
Binhe South Street
Shuang Qiao Ban
Jiyuan City

Henan Province

PRC

No. 3, 22 Lane, Xi Guan
Min Kang West Street
Jiyuan City

Henan Province

PRC

No. 505, Block 27, Jiashan
Second Village

Huashan District, Maanshan City
Anhui Province

PRC

No. 502, Block 34, Gang Cheng
Garden First Village

Yu Shan District, Maanshan City
Anhui Province

PRC
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Nationality

Chinese

Chinese

Chinese

Chinese

Chinese
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Name Address Nationality

Mr. Wang Zhiming (F &) No. 5, Block 16, Ping Gang He Chinese
Ping Village
Xiashankou Street, Xiangdong
District
Pingxiang City
Jiangxi Province
PRC

Independent non-executive Directors

Mr. Zheng Wenhua (3 3C#E) No. 40, 5th Floor, Unit 1 Chinese
Building 37, Dongshan Street
Tiedong District, Anshan City
Liaoning Province
PRC

Mr. Liu Yuhui (2045 ##) No. 221, Building No. 8 Chinese
Section 25, Huangsi Avenue
Xicheng District, Beijing City
PRC

Mr. Wu Tak Lung (% 7#7E) Flat C, 11/F Chinese
Tower 11
Pacific Palisades
1 Braemar Hill Road
North Point, Hong Kong
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SUPERVISORS
Name Address Nationality
Mr. Wong Tsz Leung Flat F, 8/F, Block 1 Chinese
(FFER) Chatham Gate
388 Chatham Road North
Hung Hom
Kowloon, Hong Kong
Mr. Zhang Qiangxian No. 502, Building No. 3, Zhenzhu Chinese
(5 9 5%) Garden Fifth Village
Huashan District, Maanshan City
Anhui Province
PRC
Mr. Zhou Tao David (J5#5) Flat 21G, Hoi Wan Mansion Chinese
Riviera Garden
Tsuen Wan
New Territories, Hong Kong
Ms. Tian Fangyuan (H %) Room 301, Unit 3, Building No. 1 Chinese
Cui Yuan Estate, Jiyuan City
Henan Province
PRC
Mr. Li Zhongge (Z=H1#) Room 301, Unit 2, Building No. 12 Chinese
Section 59, Hehe North Road
Jishui Office, Jiyuan City
Henan Province
PRC
Ms. Hao Yali (/58 #1) No. I, Lv Zu Temple Alley Chinese

West Road, Jiyuan City
Henan Province
PRC

For further information regarding our Directors and Supervisors, please see “Directors,

Supervisors and Senior Management.”
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PARTIES INVOLVED IN THE GLOBAL OFFERING
Party Name and address

Sole Sponsor Haitong International Capital Limited
22/F Li Po Chun Chambers
189 Des Voeux Road Central

Hong Kong
Sole Global Coordinator, Haitong International Securities Company Limited
Sole Bookrunner and 22/F Li Po Chun Chambers
Sole Lead Manager 189 Des Voeux Road Central
Hong Kong
Co-lead Managers Alliance Capital Partners Limited

Room 1502-1503A, Wing On House
71 Des Voeux Road Central

Central

Hong Kong

Sinomax Securities Limited
Room 2705-06, 27/F

Tower One, Lippo Centre

89 Queensway

Hong Kong

Legal advisors to our Company As to Hong Kong law:
Reed Smith Richards Butler
20/F, Alexandra House
18 Chater Road
Central
Hong Kong

As to PRC law:

EY Chen & Co. Law Firm

51st Floor, Shanghai World Financial Center
100 Century Avenue

Pudong New District

Shanghai 200120

PRC
Legal advisors to the Sole Sponsor As to Hong Kong law:
and the Underwriters Mayer Brown JSM

16th-19th Floors
Prince’s Building
10 Chater Road
Central

Hong Kong
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As to PRC law:

Grandall Law Firm (Shanghai)
23-25/F, Garden Square
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The information and statistics set out in this section have been extracted, in part, from various
official government publications and a market research report prepared by Frost & Sullivan (the
“Frost & Sullivan Report”) and commissioned by us. We believe that these sources are appropriate
sources for such information and statistics and reasonable care has been exercised by us in
extracting and reproducing such information and statistics. We have no reason to believe that such
information and statistics are false or misleading or that any fact has been omitted that would
render such information false or misleading. None of our Company, the Sole Sponsor, the Sole
Global Coordinator, the Sole Bookrunner, the Underwriters and their respective directors, advisors
and affiliates has independently verified such information and statistics. Accordingly, none of our
Company, the Sole Sponsor, the Sole Global Coordinator, the Sole Bookrunner, the Underwriters
and their respective directors, advisors and affiliates or any other party involved in the Global
Offering makes any representation as to the accuracy of such information and statistics, which may
be inaccurate, incomplete, out-of-date or inconsistent with other information compiled within or
outside the PRC. Accordingly, the information should not be unduly relied upon.

CHINA MACRO ECONOMY OVERVIEW
Nominal GDP Growth

Over the past few years, the Chinese economy has maintained a solid pace of growth after the
world financial crisis. During the world financial crisis, the PRC government has taken effective
stimulus policies to prevent huge economic decline. According to the National Bureau of Statistics of
China, the Chinese economy has grown at a CAGR of approximately 9.0% from 2011 to 2016. Going
forward, the Chinese economy is likely to evolve from an investment-driven model to a
consumption-driven model with an increase in its GDP. According to the International Monetary Fund,
the Chinese economy is forecasted to keep growing at a CAGR of approximately 7.9% from 2016 to
2021.

Total Fixed Asset Investments

The total fixed asset investments in China have enjoyed a significant growth in recent years and
are expected to maintain such growth. From 2011 to 2016, the total fixed asset investments in China
increased from approximately RMB31.1 trillion to RMB60.6 trillion, representing a CAGR of
approximately 14.3%. The total fixed asset investments in China are likely to reach approximately
RMB101.2 trillion by the end of 2021, with a CAGR of approximately 10.8% from 2016.

Value-Added Products Generated by the Construction Industry

The volume of the value-added products generated by the PRC construction industry, a pillar
industry in China, has grown rapidly in recent years and is expected to maintain a rapid growth rate.
From 2011 to 2016, the estimated value of the value-added products generated by the PRC
construction industry increased from approximately RMB3.2 trillion to RMB5.0 trillion, with a CAGR
of approximately 9.2%. The estimated value of the value-added products generated by the PRC
construction industry is projected to amount to approximately RMB7.4 trillion by the end of 2021,
with a CAGR of approximately 8.3% from 2016.

CHINA COKE MARKET ANALYSIS
Introduction

Coke is mainly used in blast furnaces for the production of pig iron and in the metal blast furnace
smelting process of copper, lead, zinc and other non-ferrous metals. It is used as a reducing agent, heat
agent and column skeleton. Coke is also used for casting, chemical gasification and calcium carbide.
The quality requirements for coke are different for different uses. For example, coke used in blast
furnaces for pig iron production generally require large particle size, low porosity, high fixed carbon
and low sulfur content.
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Value Chain Analysis

The value chain of the coking industry consists of three key segments, namely, upstream mining
of coal; mid-stream coke production; and downstream utilization of coke and coking by-products in
the iron and steel industry, chemical industry and energy industry. Coal is the basic raw material for
the production of coke. The average price of main coking coal in China gradually decreased from
approximately RMB1,262.6 per ton (net of VAT) in January 2011 to approximately RMB537.7 per ton
(net of VAT) in December 2015 due to the decreased price of coke in China. Attributable to the
rebound of coke price in China, the price of main coking coal has been rising since May 2016 to reach
approximately RMB1,195.9 per ton (net of VAT) in December 2016, though it decreased to
approximately RMB1,086.0 per ton (net of VAT) in August 2017. The overall price trend of 1/3 coking
coal, fat coal and gas coal from January 2011 to August 2017 is similar to that of main coking coal.
The average price of main coking coal for the period from September 1, 2017 to September 15, 2017
amounted to approximately RMB1,167.8 per ton (net of VAT).

Supply and Demand of Coke in China

The total coke production volume in China decreased by approximately 0.8% from 2013 to 2014
and approximately 6.7% from 2014 to 2015, due to the downturn of the steel market and the further
elimination of coking enterprises with outdated technology, environmental protection measures or
production facilities as supported by the PRC government. Due to further macro-economic
development and gradual recovery of the steel market, the production volume of coke in China is
expected to reach approximately 489.4 million tons in 2021.

In general, the consumption volume of coke in China has grown moderately in recent years. From
2014 to 2015, the pig iron production in China declined by approximately 2.8% which represented the
first decline in recent years and resulted in a decline in the growth rate of coke consumption by
approximately 4.7%. The pig iron production in China further decreased by approximately 1.3% in
2016. With the recovery of the steel industry stimulated by further development of real estate market
and the support of the PRC government policies such as the “Belt and Road Initiative” which
encourage the investment in infrastructure, the coke consumption in China is likely to reach
approximately 473.3 million tons in 2021. The following chart shows the production and consumption
volume of coke in the PRC in the years indicated:

Production and Consumption Volume of Coke Market (PRC), 2011-2021E

2011 -2016 2016 -2021E
[ Production Volume 1.9% 1.7%
] Consumption Volume 2.9% 1.4%

483.5 489.4
500 4585 4798 4689 4478 465 449.0 4412 4528 4437 4601 44z 40838 4543 4787 4629 4733

1516 4103 3937

400
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(million tons)

100

2011 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E 2021E

Production and Consumption Volume

Source: Frost & Sullivan
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The following pie charts show the PRC coke production and consumption volume by province in 2016:

Coke Production Coke Consumption

Total Coke Consumption Volume (2016):

Total Coke Production Volume (2016): 441.2 million t
.2 million tons

449.1 million tons

Source: Frost & Sullivan

Coke Consumption Breakdown by Downstream Applications

Coke is used in the iron and steel industry, chemical industry and other industries, representing
about 85.8%, 7.7% and 6.5% of the total coke consumption in China in 2016, respectively. The iron
and steel industrial production has been subject to fluctuations due to changes in market demand in
recent years. The volume of pig iron and crude steel production grew from approximately 629.7
million tons and 683.3 million tons in 2011, respectively, to approximately 700.7 million tons and
808.4 million tons in 2016, respectively, representing a CAGR of approximately 2.2% and 3.4%,
respectively. In 2015, the production volume of pig iron and crude steel experienced a downward
trend. However, major investments in infrastructure and railway construction encouraged by the “Belt
and Road Initiative” are likely to stimulate the recovery of the steel industry. The volume of pig iron
and crude steel production is estimated to reach approximately 768.2 million tons and 878.8 million
tons, respectively, in 2021. Meanwhile, the iron and steel industry is expected to experience industry
consolidation along with an upgrade of manufacturing technology that would require higher quality
coke. Independent coke manufacturers which are able to offer high quality coke products and have
established long-term relationships with major iron and steel enterprises could benefit from the
recovery of the iron and steel industry in China.

Supply and Demand of Coke in Henan and Nearby Provinces

Henan province is one of the main coke producing provinces in China. The production volume
of coke in Henan province grew at a CAGR of approximately 3.9% from 2011 to 2016 which exceeds
the growth rate of the total coke production in China of approximately 1.9%. Most coke manufacturers
located in Henan province sell their coke to Anhui, Jiangxi, Jiangsu and Hubei provinces where major
steel mills are located and have a relatively high demand for a relatively short local supply of coke.
Coke manufacturers in Henan province which have established long-term relationships with steel
enterprises in Anhui, Jiangxi, Jiangsu and Hubei provinces are expected to sustain stable sales in these
provinces.

Price Analysis of Coke

Generally, the average price of coke declined gradually from 2011 to 2015, mainly due to
downstream iron and steel industry slowdown. The average price of coke has rebounded since May
2016 to reach approximately RMB1,583.6 per ton (net of VAT) in August 2017. The average price of
coke for the period from September 1, 2017 to September 15, 2017 amounted to approximately
RMB1,755.3 per ton (net of VAT). In the future, with the elimination of coking enterprises with
outdated technology, environmental protection measures or production facilities as encouraged by the
PRC government, which in turn drives technological upgrade and innovation, and the gradual recovery
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of the steel industry, the average price of coke is likely to rise. The following graph shows the average
prices (net of VAT) of coke in the PRC from January 2011 to September 2017:

The Average Price of Coke (PRC), January 2011-September 2017
RMB/Tonnes
Coke
2500

2000 F
1,500
1,000 F

500 -

Source: Frost & Sullivan
M The September price shown is the average price of coke for the period from September 1, 2017 to September 15, 2017.

The following graph sets forth the average prices (net of VAT) of coke in Henan province, Anhui
province, Jiangxi province and China from January 2014 to September 2017:

The Average Price of Coke (Henan, Anhui and Jiangxi Provinces and PRC), January 2014-September 2017

RMB/Tonnes
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Source: Frost & Sullivan
M The September price shown is the average price of coke for the period from September 1, 2017 to September 15, 2017.

As indicated above, the changes in the average prices of coke in Henan province, Anhui province,
Jiangxi province and the PRC from January 2014 to September 2017 were generally in line with each
other.

The following graph sets forth the future price and spot price of coke and main coking coal in
the PRC from April 2011 to September 2017:

The Future Price and Spot Price” of Coke and Main Coking Coal (PRC), April 2011 — September 2017
Price
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Source: Dalian Commodity Exchange, Bohai Commodity Exchange

(1)  The future prices of coke and main coking coal refer to the continuous future contract prices of coke and main coking
coal, respectively, which refer to comprehensive indices of the price of future contracts that are mainly delivered in
January, May and September, being the months that most coke and main coking coal future contracts take deliveries
throughout the calendar year. The price of the continuous contract tracks the trend of the coke and coking coal market
more closely and is widely adopted by industry participants. In the end of March 2011, Dalian Commodity Exchange
launched the world’s first coke future contract. In March 2013, Dalian Commodity Exchange launched the coking coal
future contract. The spot price of main coking coal was launched by Bohai Commodity Exchange in September 2013.
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(2)  The September prices shown are the average future price and spot price of coke and main coking coal for the period from

September 1, 2017 to September 15, 2017.

The future prices of coke and main coking coal reflect of the investors’ expectations as to the
prices of coke and main coking coal. There is an interplay between the future price and spot price of
coke, in that the spot price of coke is the foundation of its future price, and the future price of coke
also affects the trend of its spot price. The spot price and the future price of main coking coal are
similarly interrelated with each other as well.

In the second half of 2016, due to strict government regulations on limiting the production
capacity of coal, the production of coal, including main coking coal, decreased significantly. The
decrease resulted in the decline of main coking coal’s inventory and supply and the increase in its
market price. During this period, investors had high expectations for the price of main coking coal,
and the future price and spot price of main coking coal increased to reach the highest point in
November 2016. The price of coke responded quickly when the price of main coking coal increased,
therefore investors’ expectations for the spot price and future price of coke continued to increase.
Since November 2016, with the seasonal decrease in iron and steel consumption, the demand for and
hence the market prices of coke and main coking coal declined correspondingly, leading to investors’
lower expectations for spot prices and future prices of coke and main coking coal. However, with
increasing demand from the construction industry mainly driven by the local governments’
announcements of major infrastructure and city construction projects in early 2017, the iron and steel
industry has recovered, which again boosted investors’ confidence in the spot price and future price
of coke.

China Coke Market Competitive Landscape Analysis
Competitive Landscape Overview

There are two main types of coke enterprises in China, namely, independent coking enterprises
and coking enterprises owned by iron and steel enterprises. The coking enterprises owned by iron and
steel enterprises typically manufacture and offer coke to their parent or affiliated iron and steel
companies. The independent coking enterprises do not belong to any steel enterprises. Most coking
enterprises in China’s coke market are independent coking enterprises, accounting for approximately
70.0% of the production volume of coke in China in 2016.

There are approximately 600 coking enterprises in China, with only about 50 enterprises
producing more than 2.0 million tons of coke in 2016 and approximately 30 of them are independent
coking enterprises. In Henan province, only three independent coking enterprises produced more than
2.0 million tons of coke in 2016. In general, the leading coking enterprises with large production
capacity operate bigger coke ovens which are able to manufacture coke of a higher quality. Leading
coking enterprises normally establish long-term relationships with major iron and steel groups to
secure their sales. In addition, due to the large demand for coal and brand recognition, some
large-scale independent coking enterprises in Henan province are able to purchase coal at a lower
price compared to other buyers and engage in the coal trading business. Some large-scale independent
coking enterprises are engaged in the coal mining equipment trading business due to their long-term
relationships with suppliers which gives them a price advantage.

Competitive Landscape in Henan Province by Independent Coking Enterprises

The coke market of independent coking enterprises in Henan province is relatively concentrated.
In 2016, the total sales revenue of independent coking enterprises in Henan province was about
RMB28.1 billion. The tables below set out the market share of independent coking enterprises in
Henan coking market in 2016:

Coke Production Volume Total Sales Revenue
Market Share Market Share
Ranking Company (%) Ranking Company (%)

1 Company B 10.9 pm=loo-Company A o . 130 oo,
pme=2--Company AL _ oo 99 __, 1 2 Our Company 12.7 1
1 3 Our Company 7.9 1 b==3---€ompany B---------- === ==-= - 125==-=1
B S 7111572114 i 50"~ "" 4 Company C 8.6

5 Company E 4.7 5 Company E 7.7

Top five players in Henan province 39.4 Top five players in Henan province 54.5
Others 60.6 Others 45.5

Source: China Coking Industry Association; Frost & Sullivan
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Market Drivers

There are three major drivers of the coke market in China:

Government Support for Industry Consolidation. The PRC government has issued a series
of regulations and policies to accelerate the technological progress and innovation of
coking enterprises, promote industry consolidation and to eliminate coking enterprises with
outdated technology, environmental protection measures or production facilities.

Recovery of the Iron and Steel Industry. The rebound of the residential housing price index
of 100 cities, the improvement of real estate market since June 2015 and the PRC
government policies such as the “Belt and Road Initiative” have increased the amount of
investments in infrastructure construction. As a major downstream market of steel, when
real estate investment increases, steel prices rise. In addition, the steel price may be driven
by the price difference between domestic and foreign steel prices when the export of steel
increases. Moreover, the trend of producing more customized iron and steel increases the
demand for high quality coke of specific specifications. It is expected that the recovery of
the iron and steel industry due to the above would drive the development of the coke
market.

Advanced and Mature Technology. Technological advancements have contributed to the
healthy development of the coking industry in China, such as the production of high value
energy products including LNG and the use of coke dry quenching technology.

Entry Barriers

There are five major entry barriers to the coke market in China:

Regulations. The main entry barrier of the coking industry is the strict regulations and
policies aimed at eliminating coking enterprises with outdated technology, environmental
protection measures or production facilities.

Scale. China’s coke market is undergoing a major upgrade and transformation during which
small-sized manufacturers face great challenges. Strong market participants generally enjoy
economies of scale and are more competitive in terms of costs, product quality and
customer relationships.

Capital Investment. The initial capital and operating investment required in the coke market
are significant for new entrants because the coke production usually requires scale to
effectively compete.

Sales Network and Customer Bases. Sales network and customer relationships are key
barriers for new entrants to China’s coke market. The production of coke in China has a
long history and is very mature. Key players in the market are generally large in scale and
have established a reliable and stable supply chain with large steel enterprises.

Transportation. Transportation cost represents a great proportion of the cost. Key players
in the coking industry who have production facilities that directly connect to public
transportation railway network which in turn connects to both suppliers and customers
enjoy significant transportation cost and time advantage.

Future Outlook

The future outlook of China’s coke market is as follows:

Environmental Policy. Coke is a non-renewable resource and an important material for the
advancement of a country’s industrial and energy sectors. Its production requires intensive
energy consumption and emits pollution. At present, the PRC government plans to
strengthen adjustment of industrial structure and environmental protection in order to
regulate the healthy development of the coke market and improve market efficiency.
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° Industry Consolidation. The coke market is currently subject to government policy to
eliminate outdated technology, environmental protection measures or production facilities.
The coke market is also affected by government policies directed at the iron and steel
industry. For instance, the PRC government has promulgated a series of policies to reduce
excessive steel production, such as the Guidelines on Eliminating Excessive Capacity of
Steel Industry and Realizing Development (i i 8547 S5 1k fif 68 e 2 R 2L B 0 1R 4% J 1
5). In response, Henan province has also issued similar policies, such as the Plan on
Eliminating Excessive Capacity of Steel Industry and Realizing Development in Henan (7
B A S S AT SE AL o ot e e R DGR B AR 77 %%). Such  policies have resulted in
shutdown of outdated steel mills in China and industry consolidation along with an upgrade
of manufacturing technology that would require higher quality coke. Coking enterprises are
likely to accelerate technological upgrade for efficient and clean production, and to
consolidate with other industry players to benefit from scale. Independent coking
enterprises are likely to form business partnerships with upstream or downstream industry
players to relieve the pricing pressure that results from being in the middle of the value
chain.

° Product Diversification. The development of new value-added coking products is expected
to facilitate an upgrade in the coking industry and its sustainable development. According
to the National Energy Board, coking enterprises are encouraged to develop coking and
chemical processing technology for the further processing of coal tar, crude benzene, crude
oven gas and other coking by-products to increase their utilization of resources, strengthen
their competitiveness and obtain higher profits.

° Utilization of Coal Gas. A large amount of capital is expected to be injected into the
utilization of coal gas, including the coal gas refined hydrogen or LNG markets with the
increasing awareness of the sizeable profits which these high value-added and clean gases
can generate.

CHINA COKING CHEMICAL MARKET ANALYSIS
Coal Chemical Industry

The coal chemical industry refers to the industry which produces chemical products with coal as
the main raw material. Depending on the nature and types of the products produced, the coal chemical
industry can be further categorized into three major sub categories: coking chemical, coal gasification
and coal liquefaction industries.

Coking Chemical Industry

The main products of the coking chemical industry include coke, coking by-products, including
crude benzene, coal tar and crude oven gas, and refined chemicals. Crude benzene and coal tar can be
further processed into benzene based chemicals and coal tar based chemicals. Coal gas obtained from
crude oven gas can be further processed to energy products such as hydrogen and LNG. Some refined
chemical products, such as asphalt, industrial naphthalene, pure benzene can also be produced from
petroleum. The coking chemical industry has the advantages of having access to rich raw coal
resources at relatively lower price. As such, the coking chemical industry has become an important
supplement of the petrochemical industry. Although oil prices have fallen in recent years and the
coking chemical industry has lost certain cost advantages, the coking chemical products still have
large growth potential because of the relatively large supply of coal in China and the upgrading of
coking technology which improves product quality. Coking chemicals are base chemicals that are
widely used in the chemical, textile, construction and energy industries.

Coking By-Products
Supply and Demand of Crude Benzene in China‘"

Owing to the increasing emphasis on the processing technology of crude benzene including the
introduction of the advanced crude benzene hydrogenation process, the production and consumption

) The consumption figures of coking by-products and refined chemicals below refer to “apparent consumption” which equals

to the annual output plus net import volume (i.e. import volume minuses export volume).
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volume of crude benzene are expected to increase steadily. The following chart shows the production
and consumption volume of crude benzene in the PRC in the years indicated:

Production and Consumption Volume of Crude Benzene (PRC), 2011-2021E

CAGR (2011 -2016) CAGR (2016 -2021E)
- Production 1.7% 1.5%
61 [ Consumption 1.8% 1.4%
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Source: Frost & Sullivan
Supply and Demand of Coal Tar in China

Owing to the development of deep processing technology of coal tar to extract high value-added
products like industrial naphthalene, the coal tar market is expected to continue to grow in the future.
The following chart shows the production and consumption volume of coal tar in the PRC in the years
indicated:

Production and Consumption Volume of Coal Tar (PRC), 2011-2021E

CAGR (2011 -2016) CAGR (2016 -2021E)

[ Production 0.5% 1.3%
25 1 - Consumption 0.5% 1.2%
20 A 18.73 18.73 1894 1894 o\ o0 000 1707 1905 18.06 1823 18.22 1847 1847 18.75 18.74 19.13 19.12

17.50 17.50 17.69 17.69

Production and Consumption Volume
(million tons)

2011 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E 2021E

Source: Frost & Sullivan
Refined Chemicals
Supply and Demand of Benzene Based Chemicals in China — Pure Benzene and Toluene

Pure benzene and toluene can be obtained from crude benzene, which is a by-product of the
coking process. The following charts show the production and consumption volume of pure benzene
and toluene in the PRC in the years indicated:

Production and Consumption Volume of Pure Benzene (PRC), 2011-2021E

CAGR (2011 -2016) CAGR (2016 -2021E)
- Production 3.9% 3.0%
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Source: Frost & Sullivan
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Production and Consumption Volume of Toluene (PRC), 2011-2021E

CAGR (2011 -2016) CAGR (2016 -2021E)
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Source: Frost & Sullivan
Supply and Demand of Coal Tar based Chemicals in China — Coal Asphalt, Industrial Naphthalene
and Anthracene Oil
Coal asphalt, industrial naphthalene and anthracene oil can be obtained from coal tar, which is
a by-product of the coking process. The following charts show the production and consumption
volume of coal asphalt, industrial naphthalene and anthracene oil in the PRC in the years indicated:
Production and Consumption Volume of Coal Asphalt (PRC), 2011-2021E
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Production and Consumption Volume of Industrial Naphthalene (PRC), 2011-2021E
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Production and Consumption Volume of Anthracene Oil (PRC), 2011-2021E
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Price Analysis of Refined Chemicals

° Benzene Based Chemicals. Generally, there was moderate fluctuation from 2011 to 2016 in the
average price of benzene based chemicals. This is mainly because the downstream production
plants were not fully utilized and the import volume of benzene was significantly higher than
export volume, which in turn suppressed the domestic prices of benzene.

° Coal Tar Based Chemicals. Generally, the average price of industrial naphthalene fluctuated
significantly over the past five years, while the average prices of other coal tar based chemicals
remained relatively stable. This is mainly due to the weak downstream demand. In addition, a
substantial decline in oil prices had led to the decline of the cost of petrochemical products,
which in turn reduced the profits of coking chemical industry and prices of products.

The following chart shows the average price of certain refined chemicals in the PRC in the years
indicated:

The Average Price of Refined Chemicals (PRC), January 2011-August 2017
RMB/Ton
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Source: Frost & Sullivan
Competitive Landscape Overview

Coking chemical products, including coking by-products and refined chemicals, are the
derivatives of the coking industry so the competitive landscape of these products corresponds to that
of the coke market in China. By the end of 2016, the coal tar and crude benzene markets in China were
relatively fragmented and the top 10 players of coal tar and crude benzene only took a market share
of approximately 14.5% and approximately 14.8%, respectively. In the coking chemical market of
China, most leading coking enterprises are involved in the processing of coking by-products into
refined chemicals. In 2016, the market concentration of these refined chemicals was relatively low. As
of December 31, 2016, there were over 30 coking enterprises in the Henan coking market. Out of the
approximately 10 coking enterprises in Henan province involved in the processing of coal tar and
crude benzene, only one of them is a coking enterprise owned by an iron and steel enterprise, with the
rest all independent coking enterprises.

Competitive Landscape in Henan Province by Independent Coking Enterprises
Competitive Landscape of Coking By-Products in Henan Province

In 2016, the total production volume of crude benzene and coal tar by independent coking
enterprises in Henan province was about 0.2 million tons and 0.9 million tons, respectively. The tables
below set out the market share of independent coking enterprises in Henan coking by-products market
in 2016:

Crude Benzene Coal Tar
Market share Market share
in Henan province by in Henan province by
Ranking Company production volume (%) Ranking Company production volume (%)
1 Company B 18.8 1 Company B 13.2
R A Our Company BT 2 Company A 9.6
R T Company A 777 X R Our Company ¢ 92 i
4 Company C 9.5 Ty C o;n-p;n-y-C- ------------- 66
5 Company E 7.5 5 Company E 5.4
Top five players in Henan province 60.9 Top five players in Henan province 44.0
Others 39.1 Others 56.0

Source: Frost & Sullivan
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Competitive Landscape of Refined Chemicals in Henan Province

In 20

16, the total production volume of pure benzene, toluene, coal asphalt, anthracene oil and

industrial naphthalene by independent coking enterprises in Henan province was about 368.0 thousand

tons, 52.5

thousand tons, 543.0 thousand tons, 118.6 thousand tons and 60.6 thousand tons,

respectively. The tables below set out the market share of independent coking enterprises in Henan
province refined chemicals market by production volume in 2016:

Pure Benzene Toluene Coal Asphalt Anthracene Oil Industrial Naphthalene

Market Market Market Market Market

Ranking Company  Share (%) Ranking Company Share (%) Ranking Company Share (%) Ranking Company Share (%) Ranking Company  Share (%)

1 Our
Company

2 Company

3 Company

Top three players in
Henan province

-------------- e e B R |
259 111 Our 210 1 1 Company B 162 1 1 Our 357 1 Our 330 1
1 1 1 1

.............. ST L U JOUUR ... L SRR S SRR .. ) SRR

A 20.4 2 Company A 209 ¢ 2 Our 158 1 2 Company A 243 2 Company A 20.1

:_ Company -:
C 103 3 Company C 16.7 3 Company A 133 3 Company C 16.8 3 Company C 16.7
56.6 Top three players in 66.7 Top three players in 453 Top three players in 76.8 Top three players in 69.8
Henan province Henan province Henan province Henan province
434 Others 333 Others 547 Others 232 Others 302

Others

Source: Frost & Sullivan

Market Drivers

There are four major market drivers of the coking chemical market in China:

Rich in Coal and Lack of Oil and Gas. In China, coal represents over approximately 60.0%
of the total energy consumption. The rich supply of coal and the lack of oil and gas in China
drives the development of the coal chemical industry, which includes the coking chemical
industry. As such, coal related manufacturing enterprises have been encouraged to venture
into the business of coking chemicals to enhance their core competitiveness.

Advanced Technology. The coking chemical industry is capital and technology-intensive.
The use of advanced technology helps to reduce the environmental impact and the amount
of investments required for a project.

Government Support. The PRC government has issued a series of industrial policies in
recent years to support the development of the coking chemical industry, to raise the
thresholds for access to high energy-consuming industries to curb their excessive growth
and to encourage the technological transformation of the core technology in the coking
chemical industry.

Stable Demand from Downstream Industries. The downstream industries of the coking
chemical industry mainly include the chemical, pharmaceutical, textile, building materials
and the transportation industries, which are fundamental industries in China and have
promising prospects for development.

Entry Barriers

There are three major entry barriers to the coking chemical market in China:

Government’s Control. The government has raised industry access threshold by requiring
lower emission to alleviate environmental impact of coking chemical plants.

Scale and Capital investment. Established market participants generally enjoy economy of
scale, which allows them to be more competitive in terms of costs. Therefore, it is crucial
for new entrants to have sufficient funding for equipment procurement, staff hiring, plant
rental or construction and continuous raw materials procurement.
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° Customer Relationships. The coking chemical industry chain is based on the specific
relationship with upstream and downstream enterprises within the industry chain, which
form a technologically related and interdependent group of enterprises. Key players in the
market have generally established a reliable and stable supply chain with selected qualified
customer bases.

Future Outlook
The future outlook of China’s coking chemical market is as follows:

° Limited Water Resource. The distribution of water resources in China is uneven. The water
consumption of large-scale coking chemical projects is usually up to tens of millions of
cubic meters. As such, coking chemical enterprises with advanced water-saving technology
will be able to gain a competitive advantage compared to their competitors.

o Development of Large-Scale Coking Chemical Enterprises. To satisfy the market demand
for diversified products and comply with strict guidelines of the PRC government for
environmental protection, the construction of large-scale coking chemical plants will
become a trend. Large-scale coking chemical plants also focus more on applying advanced
technologies and equipment such as stamp-charging technology and benzene hydrogenation
to improve their production efficiency, saving resources such as water as well as reducing
emission of air pollutants.

° Extension of Industrial Value Chain. The progress of technology, development of market
and changes of business operating model of enterprises are key drivers for the application
of coking chemical technology in the extension of the industrial value chain. The coking
chemical enterprises in China are likely to seek opportunities to produce downstream
energy products such as alternative gas fuels with more added value.

CHINA COAL GAS MARKET ANALYSIS
Introduction

The coke making process involves carbonization of coal at high temperatures (1,000 C) in an
oxygen deficient environment. Crude benzene, coal tar and crude oven gas are the major by-products
generated in the coking process. Coal gas is extracted from crude oven gas after going through a
purification process to recover crude benzene, coal tar, sulfur and ammonia. Approximately 450 m?
of coal gas can be obtained in producing one ton of coke. Coal gas is mainly composed of
approximately 57.0% of hydrogen, 26.0% of methane, 8.0% of carbon monoxide and 2.0% of carbon
dioxide.

Value Chain Analysis

With the rapid development of coking industry, coal gas has become one of the most important
secondary energy sources in the 21st century. Traditionally, coal gas is used as household gas or in
power generation. The industry value chain of the coal gas market consists of three key segments,
namely, upstream mining of coal; mid-stream coal gas production; and downstream the utilization of
coal gas to extract hydrogen, produce LNG, generate electricity and produce methanol.

Hydrogen is regarded as one of the most effective solutions to the increasingly serious problems
of environmental pollution and the depletion of energy sources in the 21st century. Currently,
hydrogen is mainly produced from fossil and chemical by-products. Coal gas, which contains
approximately 57.0% of hydrogen that can be further purified to high purity hydrogen has attracted
much interest as a high quality source of hydrogen. Currently, there are over 70 enterprises in China
that process coal gas to hydrogen. Hydrogen can be used in the processing of crude benzene, to smelt
precious metals, synthesize ammonia and manufacture environmentally friendly batteries.

LNG is the abbreviation for liquefied natural gas which is methane gas stored as a super-cooled
(cryogenic) liquid. Due to the low carbon content of methane, LNG is a clean-burning fuel that can
be easily stored and transported, thus LNG has been promoted heavily by the PRC government in
recent years. There is considerable profit in the industry of converting low cost coal to higher priced
LNG as LNG is a much cleaner solution than using coal gas as a fuel. The core technology used for
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the production of LNG from coal gas is methanization which enriches the methane content of the gas
from between approximately 21.0% and 26.0% to approximately 98.0% by chemically combining its
components of carbon monoxide, carbon dioxide and hydrogen into methane. LNG can be used by
LNG vehicles, as industrial fuel and household gas and to generate electricity.

Supply and Demand of Coal Gas in Henan Province

In Henan province, some coal gas producers are coking plants associated with steel mills which
can fully utilize the coal gas during the smelting process of steel-making. The rest of the coal gas
producers are independent coking plants. Coal gas is a by-product of coking process and part of the
coal gas could be discharged into the atmosphere if not fully utilized. In recent years, an increasing
number of coking plants have begun to prioritize energy saving and environmental protection and to
explore new ways of utilizing coal gas, such as utilizing coal gas to produce hydrogen and LNG. The
following chart shows the production and consumption volume of coal gas in Henan province in the
years indicated:

Production and Consumption Volume of Coal Gas Market (Henan Province), 2011-2021E

2011-2016 2016 -2021E
[ Production Volume Production Volume 6.1% 6.2%
B Consumption Volume Consumption Volume 11.6% 11.2%
18.0
8 16.9 17.0

Production and Consumption Volume (billion m?)

2011 2012 2013 2014 2015 2016 2017E 2018E 2019E 2020E 2021E

Source: Frost & Sullivan
Price Analysis of Coal Gas

Generally, the average price of coal gas in the PRC has decreased in the past years due to a
decrease in coal price and relatively low demand and utilization of coal gas. However, due to the
increasingly strict emission standards and the increasing use of coal gas, such as for LNG and
hydrogen production, the demand and the price of coal gas are expected to increase. The following
chart shows the average price of coal gas in the PRC in the years indicated:

The Average Price of Coal Gas (PRC), 2011-2016
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Source: Frost & Sullivan
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Competitive Landscape of Coal Gas in Henan Province

In 2016, the total production volume of coal gas by independent coking enterprises in Henan
province was approximately 10.7 billion m>. The table below sets out the market share of independent
coking enterprises in Henan coal gas market in terms of coal gas production volume in 2016:

Ranking Company Market Share (%)

1 Company B 11.1
| 2 T T T T ouwcCompany T T T T T T T T T T 87
___________ s T T T T Cempanyc T T T T T T T Ty T

4 Company E 4.3

5 Company K 3.1
Top five players in Henan province 33.1
Others 66.9

Source: Frost & Sullivan
Market Drivers of the Coal Gas Market
There are three major market drivers of the coal gas market:

° Growth of Chinese Economy. The Chinese macro economy has been steadily growing in
recent years, which in turn drives the development of the chemical industry.

° Comprehensive Utilization of Coal Gas. Demand for energy-saving and environmentally
friendly measures in China has enhanced the utilization level of resources in China,
including coal gas.

° Supportive Government Policies. The PRC government has promulgated several policies
and regulations to accelerate the development of the coal gas market in China.

Entry Barriers of the Coal Gas Market
There are three major entry barriers of the coal gas market:

° Capital. The coal gas industry requires higher capital than other industries, especially in the
initial stage, due to the relatively long construction period and procurement cost of plants
and equipment.

° Technology. Coal gas production requires a series of technologies and production processes
which may be difficult for new entrants to master within a short period of time.

° Emission Control. New entrants may fail to meet the PRC government’s emission control
standards and therefore may not receive governmental approvals.

Future Outlook of the Coal Gas Market
The future outlook of the coal gas market is as follows:

° Increased Utilization Efficiency. The utilization efficiency of coal gas will likely become
a key area of development as coking enterprises are required by industrial policies to focus
on energy saving and alternative coal gas utilization.

° Clean Energy and Environmental Protection. As a result of the increasingly stringent
policies on environmental protection, energy-saving and resource utilization, the coking
industry will likely attach more importance in converting coal gas to clean energy.

° Inconvenience in Transportation and Storage. Coal gas is difficult to store and transport
over long distance and is often discharged as waste gas when there is insufficient coal gas
demand near its production base, which pollutes the environment. Improvement in the
inconvenience in transportation and storage will likely be a focus of the coal gas market.
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Supply and Demand of LNG in Henan Province

As Henan province is a populous province, its demand for natural gas has continued to grow with
the improvement in living standards. The increase in the number of gas-fueled vehicles in Henan
province has driven the development of LNG. Henan province is one of the main coking production
provinces in China and generates a large amount of coal gas, which in turn is one of the raw materials
for LNG production. The consumption volume of LNG has witnessed a rapid growth as a result of the
industrial development and the promotion of alternative fuel vehicles, including LNG, in Henan
province. The following chart shows the production and consumption volume of LNG in Henan
province in the years indicated:

Production and Consumption Volume of LNG (Henan Province), 2011-2021E("’
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Source: Frost & Sullivan

(1) Data includes LNG produced from petroleum and coal gas.
Price Analysis of LNG

However, the price of LNG witnessed an upward trend during 2011 to 2014, the decrease of
international oil price in 2015 and 2016 has weakened demand for LNG as an alternative fuel. As a
result, both the average price of LNG for vehicles and the factory price of LNG dropped. The average
price of LNG for vehicles and the factory price of LNG are both expected to rebound as oil price
recovers and demand for LNG increases. Specifically, in the first half of 2017, LNG was in short
supply due to the low operating rate of LNG manufacturers, which in turn increased the factory price
of LNG in China. Going forward, with the increasing demand for alternative energy vehicles as well
as growing environmental concerns, the demand for LNG is expected to drive the increase in the
factory price of LNG. Furthermore, with the expected increase in the factory price of LNG, the
average price of LNG for vehicles is anticipated to rebound as well, reaching approximately RMB4.0
per kilogram by 2019. The following charts show the average price of LNG for vehicles (net of VAT)
and the factory price of LNG (net of VAT) in Henan province in the years indicated:

The Average Price of LNG for Vehicles The Factory Price of LNG (Henan Province),
(Henan Province), 2011-2016 2011-2016
RMB/Per Kilogram RMB/Per Ton
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Source: Frost & Sullivan
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Competitive Landscape of LNG in Henan Province

The Henan LNG market is relatively concentrated and its major participants include coking
plants and city natural gas suppliers. Local coking plants have cost advantages over city gas suppliers
that import LNG from outside of Henan province. In 2016, the total consumption of LNG in Henan
province was approximately 2,192.5 million m?, which includes LNG that is produced within Henan
province and imported from outside of Henan province. The table below sets out the market share of
suppliers in the Henan LNG market in terms of LNG supply volume in 2016:

Ranking Company Market Share (%)

1 Company F 27.3

2 Company G 19.4

3 Company H 14.0

4 Company I 10.0

5 Company J 5.6
Top five players in Henan province 76.2
Others 23.8
Source: Frost & Sullivan

Market Drivers of the LNG Market in Henan Province

There are three major market drivers of the LNG market in Henan province:

Widespread Calls for the Energy-Saving and Emission Reduction Vehicles. Emission from
the increasing number of vehicles has become a major source of air pollution. LNG
powered vehicles, also known as green and environmentally-friendly vehicles, are more
effective at reducing harmful substances in automobile exhaust gas and eliminating harmful
substances such as lead and hydrocarbon than oil-fueled vehicles.

Long Lasting Fuel Efficiency. LNG vehicles can achieve higher engine thermal efficiency
and have longer engine service life than oil-fueled vehicles, which can effectively reduce
engine carbon decomposition.

Government Support for Developing LNG. The government in Henan province has issued
a series of policies and regulations to support the development and utilization of LNG. The
12th Five-year Plan of Natural Gas for Vehicles in Henan ({7 5§ & H ] KRR« A4
JEHLE])) states that further construction and development of LNG refueling stations and
natural gas vehicles shall be one of the future key works of the government.

Entry Barriers of the LNG Market in Henan Province

There are three major entry barriers of the LNG market in Henan province:

Certification and Qualification. Most LNG distributors have their own natural gas refueling
stations. New entrants who wish to construct and operate a vehicle gas refueling station will
have to obtain requisite certificates, credential and qualifications when they plan to enter
the vehicle gas refueling station market and sell LNG.

Safe Operation Experience. Due to the flammable and explosive chemical characteristics of
LNG, all gas refueling stations are equipped with high-pressure gas containers, which
require a highly strict code of management and maintenance to prevent explosion and fire
accidents. Accordingly, LNG operators need to allocate specific and technical staff to
ensure the safe operation of LNG.

Gas Supply. LNG operators should acquire stable gas source, maintain stable business
relationships with upstream gas manufacturers and downstream customers and be equipped
with LNG transportation facilities such as LNG tanks to guarantee a safe and secure storage
of LNG. It is not easy for new market entrants to establish integrated gas supply systems
in a short period of time.
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Future Outlook of the LNG Market in Henan Province

The future outlook of the LNG market in Henan province is as follows:

° Increasing Number of LNG Vehicles. Currently in Henan province, LNG is mostly used by
city buses and heavy trucks due to high cost of fuel switching modification and relatively
inadequate number of vehicle natural gas refueling stations. As a result of the PRC
government’s call for an eco-friendly society and greater energy conservation, the fuel
efficiency of LNG has been gradually recognized by the public. The public’s acceptance of
natural gas vehicles is expected to increase which will fuel the demand for LNG.

° Further Expansion of Private Enterprises. Private capital has been injected into the LNG
market due to the increased demand. Henan’s LNG refueling station market is at an initial
stage and has great potential for growth. In addition to the three national state-owned
traditional oil and gas companies in China, some private or local natural gas companies
have planned to seize market share in this promising market, which is expected to boost the
LNG market in Henan province but at the same time intensify the competition.

° Increased Industrial Consumption of LNG. In Henan province, coal remains to be the main
energy source for the industry. The government has proactively promoted the substitution
of coal with natural gas, especially for industrial enterprises. While the current price of
LNG is relatively high for industrial users, suppliers and producers of LNG are expected
to balance their own profits with the customers’ gas cost so as to stimulate the industrial
consumption of LNG.

SOURCE OF INFORMATION

In connection with the Global Offering, we have engaged Frost & Sullivan, an independent
global consulting firm, to conduct a detailed analysis of, and report on, the macro economy, coal
market, coke market, coking chemical markets, coal gas market, and LNG market of China, and the
competitive landscape of these markets. We have included certain information from the Frost &
Sullivan Report in this section. In connection with the market research services provided, we have
paid a fee of approximately RMBS580,000 to Frost & Sullivan. Frost & Sullivan has prepared the Frost
& Sullivan Report based on detailed primary research which involved discussing the status of the
industry with leading industry participants and industry experts as well as secondary research which
involved reviewing company reports, independent research reports and data where available based on
Frost & Sullivan’s own research database. Frost & Sullivan has also adopted the following
assumptions when some information is not available or falls outside the scope of its expertise: (1)
China’s economy is likely to maintain steady growth in the next decade; (2) China’s social, economic
and political environment is likely to remain stable in the forecast period; and (3) market drivers like
the increasing urbanization rate, policy support from governments and the growing economy. While
Frost & Sullivan has adopted assumptions based upon careful consideration of known factors, Frost
& Sullivan cannot rule out the risk that any of the assumptions may be incorrect. The Frost & Sullivan
Report also contains a significant volume of information which is directly derived from secondary
sources or based on other third-party information; Frost & Sullivan does not represent and warrant as
to the accuracy or completeness of such information. In preparing the Frost & Sullivan Report, Frost
& Sullivan has confirmed that it has carried out research as per Frost & Sullivan standard market
research methodology to enhance the credibility and accuracy of the forecasts. The steps used in the
research process include (1) the collection of information and data from various sources to form the
basis for forecast, (2) analysis of data for the understanding and hindsight on market trends and
development, (3) identification of market growth drivers and market constraints, (4) integration of
opinion through industry participants’ and experts’ interviews and discussions, and (5) verification of
data and forecast by cross-checking against other available data and information before finalization
of the report.

NO ADVERSE CHANGE
The Directors confirm that, to the best of their knowledge and belief, there has been no adverse

change in the market information since the date of the Frost & Sullivan Report which may qualify,
contradict or have any material impact on the information in this section.
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OVERVIEW

Chinese coking chemical enterprises are subject to a large number of PRC laws and regulations
and extensive government supervision. Such laws and regulations encompass the areas of investment,
production, sale and trade as well as environmental protection and labor with respect to coke and

coking chemical products.

We are mainly supervised and regulated by the following PRC government bodies:

o The State Council, as the highest administrative body, which is responsible for formulating
and reforming the Chinese government’s investment system, approval system and

investment project catalog for governmental approval;

° The NDRC, which is responsible for (i) formulating and implementing main policies on
China’s economic and social development; (ii) planning the major construction projects and
distribution of productive forces; and (iii) examining and approving investment projects
with expenditure exceeding certain amount or in special industrial sectors. The competent
investment departments of all levels of local governments are responsible for (i)
implementing the specific policies formulated by the NDRC; (ii) examining and approving
investment projects that are not examined and approved by the NDRC; and (iii) the filing

of other enterprise investment projects that do not require examination and approval;

° The Ministry of Industry and Information Technology (the “MIIT”), which is responsible
for (i) formulating the planning, industrial policies and standards of industry and
information and other sectors (including coal chemical industry); (ii) setting the access
conditions of industry and information and other sectors (including coal chemical industry);
and (iii) organizing and implementing the access conditions of such industries (including
coal chemical industry). The competent departments of industry and information of all
levels of local governments are responsible for the production and supervision of the
enterprises of industry and information (including coal chemical industry) within their

administrative divisions;

° The Ministry of Environmental Protection, which is responsible for (i) formulating
guidelines, policies and regulations of national environmental protection; and (ii)
conducting environmental impact assessment of the major economic and technological
policies, development plans and major economic development plans. The competent
environmental protection departments of all levels of local governments are responsible for
the supervision and inspection of the “Three Simultaneities” of the construction projects
within their administrative divisions, as well as the permit and supervision of the sewage

of the industrial and mining enterprises;
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° The State Administration of Work Safety (the “SAWS”), which is responsible for the
national supervision and administration of work safety to ensure the implementation of
relevant national laws and regulations on work safety. The competent work safety
supervision and administration departments of all levels of local governments are
responsible for the supervision and administration of work safety of industrial and mining
enterprises within their administrative divisions, and the supervision and inspection of

work safety of the construction projects in terms of the “Three Simultaneities”;

° Quality Supervision, Inspection Quarantine of PRC (the “QSIQ”), which is responsible for
leading national product quality administration, product technology supervision,
standardization and other items. The competent quality supervision and administration
departments of all levels of local governments are responsible for the supervision and
administration of product quality of the industrial and mining enterprises within their

administrative divisions; and

° The Ministry of Land and Resources, which is authorized (i) to grant the land use right
certificate and the mining right permit; (ii) to approve the transfer and lease of mining
rights; and (iii) to review the mining right fees and reserves assessment. The competent
departments of land and resources of all levels of local governments are responsible for the

land and mining administration within their administrative divisions.
LAWS AND REGULATIONS RELATING TO PRODUCTION AND OPERATION OF COKE

Coke production was initially regulated by the NDRC and is now regulated by the MIIT. On
December 16, 2004, NDRC promulgated the Entry Conditions of Coking Industry (NDRC Notice No.
76 of 2004), formally effective January 1, 2005. On December 19, 2008, MIIT promulgated the Entry
Conditions of Coking Industry (Industry [2008] No. 15) and abolished the No. 76 document issued by
NDRC in 2004. On March 3, 2014, MIIT again abolished the Entry Conditions of Coking Industry
(Industry [2008] No. 15) and promulgated the Entry Conditions of Coking Industry (amended 2014)
(BEALAT EUEAMRIF(20144F-455T) (MIIT Notice 2014 No. 14, which came into effect on April 1, 2014).
It sets out the entry requirements for the coking industry including operational layout, technology and
equipment, the quality of major products, resources, energy consumption, environmental protection,
operational safety and occupational health, technical progress. In the case of technology, equipment
and environmental protection, the Entry Conditions stipulates that coke production enterprises shall
be equipped with production equipment that meet the statutory technical standards and achieve the
minimum coke production capacity, and shall also comply with relevant emission requirements to
ensure that the emission of pollutant does not exceed the statutory limit. In conclusion, enterprises
engaged in coke production and operation, whether they are in the process of new construction,

expansion or renovation, shall meet all the access conditions of the Entry Conditions.
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LAWS AND REGULATIONS RELATING TO PRODUCTION AND OPERATION OF COKING
BY-PRODUCTS AND REFINED CHEMICALS

Coking by-products and refined chemicals are jointly supervised by the State Council and
different State organs which include the State Council, the General Administration of QSIQ and the
SAWS as the main regulatory bodies. The legal restrictions on the production and operation of such
products are mainly reflected in the pertinent laws and regulations promulgated by such regulatory
bodies with respect to the production, operation, storage, transportation and handling of hazardous
chemical products.

According to the Administrative Measures on the Safety of the Hazardous Chemicals (f& [ {2
i %28 PR A]) promulgated by the State Council on January 26, 2002 and amended on February 16,
2011 and December 7, 2013 respectively, the chemicals listed in the catalog of hazardous chemical
(“Hazardous Chemicals”) shall be regulated by the catalog. The entities that produce, store, use and
operate Hazardous Chemicals shall meet the safety conditions required by the law and administrative
regulations as well as national standards and industrial standards, and obtain relevant licenses. For
instance, a production enterprise shall obtain the hazardous chemical safety production license to
produce Hazardous Chemicals. Construction projects newly built, reconstructed, expanded for the
production of hazardous chemicals and for the storage of Hazardous Chemicals, shall be inspected for
their safety conditions by the safety production supervision and administration departments.

According to the Administrative Measures on the Hazardous Chemical Licenses (f& Bt 5 &
& FF ] R ) promulgated by the Safety Supervision Bureau on July 17, 2012 and amended on
May 27, 2015, the operational activities (including warehouse operation) of Hazardous Chemicals in
China shall be carried out under a hazardous chemical license issued by the safety supervision
departments. However, a hazardous chemical manufacturer that has obtained a hazardous chemical
safety production license and sells its own products within its factory area, does not have to acquire
a separate hazardous chemical operation license. Prior to obtaining a license, the hazardous chemical
operation enterprises shall meet all the statutory requirements in respect of their business premises,
personnel training, regulatory system, rescue equipment and so forth.

According to the Administrative Measures for the Registration of Hazardous Chemicals (f&Fg{t
SR BUFE) promulgated by the Safety Supervision Bureau on October 8, 2002 and amended
on July 1, 2012, the PRC government adopts a registration system for Hazardous Chemicals.
Enterprises which produce or import Hazardous Chemicals shall conduct a general investigation of its
Hazardous Chemicals and establish Hazardous Chemicals management files. Moreover, the registrant
shall go through formalities for registration of Hazardous Chemicals with the competent registration
authorities in accordance with relevant provisions, truthfully fill in registration and submit relevant
materials, and accept the supervision and inspection by work safety supervision and administration
departments according to the law.

According to the People’s Republic of China Administrative Measures on the Production
Licenses of Industrial Products (L3 i 2E & 7 v] 78 45 BL ) promulgated by the State Council on
July 9, 2005, the PRC government implements a production licensing system on the industrial
products listed in the Product Catalog for the Implementation of Production License System (EATE
FE AT R ) B A LY 2 B B%) (the “Catalog”) and the enterprises producing Hazardous Chemicals
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listed in the Catalog shall obtain the production licenses for industrial products in compliance with
such measures. For an enterprise to obtain a production license, it shall meet the statutory conditions
such as staffing, production conditions, inspection methods, technical process, technological
documentation, effective systems for quality management and accountability system, conform to
relevant national standards and trade standards, conformity with provisions of the industrial policies
of the State. There shall not be backward technology and process explicitly abandoned and prohibited
from investment and construction by the PRC government, high energy consumption, environmental
pollution or waste of resources.

The Administrative Regulations on Precursor Chemicals (% il # b2 5 & B 5]) came into
effect on November 1, 2005 and amended respectively on July 29, 2014, and February 6, 2016.
Pursuant to this law, the PRC government applies the classified administration and licensing or filing
system to the production, distribution, purchase, transportation and import and export of precursor
chemicals. The precursor chemicals are classified into three categories which are specific in the
Catalog of Classification and Types of Precursor Chemicals. Category I includes the major materials
that can be used for producing drugs. Categories II and III include the chemical agents that can be used
for producing drugs. The detailed classification and types of precursor chemicals are shown in the

annex of the present Regulation.

LAWS AND REGULATIONS RELATING TO PRODUCTION AND OPERATION OF ENERGY
PRODUCTS

Fuel Gas

Fuel gas mainly includes natural gas (including coalbed gas), liquefied petroleum gas and
manufactured gas (including coal gas and LNG). According to the Regulations for the Administration
of Fuel Gas in Towns and Cities (J&8ARE MW H]) (the “Fuel Gas Regulation”) adopted at the
129th Executive Meeting of the State Council on October 19, 2010 and amended by the Decision of
the State Council on Revising Certain Administrative Regulations promulgated on February 6, 2016,
the PRC government implements the permit system for fuel gas operation. Individuals are prohibited
from engaging in business activities of piped fuel gas. An enterprise that meets the conditions of Fuel
Gas Regulation shall be issued a fuel gas operation permit by the fuel gas administrative department
of the local people’s government at or above the country level. The fuel gas operator shall provide fuel
gas within the ratified area, and ensure that the fuel gas is qualified under the national standards and
provided sustainably, safely, and stably. No enterprise shall refuse to provide the fuel gas without
justifiable reasons. The selling price of fuel gas shall be determined in a reasonable manner and
adjusted in a timely manner based on the purchasing cost of the fuel gas, the operating cost and the
local economic and social development. Production, transmission and distribution, storage, filling,
supply, and other facilities of fuel gas should be in compliance with the relevant national standards
and fire safety requirements; fuel gas administrative departments, the safety supervision departments,
quality supervision departments, the fire service departments of the public security organs, and other
departments and units shall, based on their respective duties, conduct a safety supervision of fuel gas

business activities.
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With regard to fuel gas used as raw material in industrial manufacturing, it should be considered
as a hazardous chemical under catalog of hazardous chemicals. Pursuant to the Administrative
Measures on the Safety of the Hazardous Chemicals, Administrative Measures on the Hazardous
Chemical Licenses, and Administrative Measures for the Registration of Hazardous Chemicals, the
enterprise that engages in the production, storage, utilization, operation, or transportation of
Hazardous Chemicals shall meet the safety conditions required by law, administrative regulations,
national and industrial standards, and it shall also obtain a permit for the safe production of Hazardous
Chemicals from the safety production supervision departments and go through registration formalities
of Hazardous Chemicals.

LAWS AND REGULATIONS RELATING TO TRADING

The NDRC is the national supervision body for coal operation. Pursuant to the Measures on the
Supervision and Administration of Coal Business (/% 8% B & #¥1%) (the “Measures™) promulgated
by the NDRC on July 30, 2014 and came into effect on September 1, 2014, activities in China such
as engagement in raw coal, coal blending and washing and briquetting product distribution shall abide
by the provisions of the Measures. The coal operation enterprise shall make a record filing with the
supervision and administration department of coal operation where it is located, and shall report
relevant operational information of the preceding year to the supervision and administration
department of coal operation in the first quarter of every year, mainly including implementation of the
regulations or standards of coal metering, quality, environmental protection and so forth.

OTHERS — POLICIES RELATING TO MACRO-CONTROL IN THE COAL INDUSTRY

Coal, as a state-owned resource, is the main energy product and a vital industrial raw material
in China. In recent years, affected by the factors such as the slowdown of the economic growth rate
and the adjustment of energy structure, there has been great decrease in the coal demand, constant
surplus in supply capacity. In order to enhance control over the total yield of coal, and solve the
imbalance between supply and demand in coal, the State Council issued the Opinions of the State
Council on Resolving Excess Production Capacity and Realizing Turnaround Development of Coal
Industry (B M5 AT ZE AL fif 408 76 2 8 B B IR %% 9 75 ) (Guo Fa [2016] No.7, the “Coal Industry

Opinions™) on February 1, 2016, which came into effect on the issuance day.

Pursuant to the Coal Industry Opinions, within three to five years from 2016, the production
capacity of about 500 million tons shall be eliminated, and the production capacity of about 500
million tons shall be reduced or reorganized; the approval of new coal mine projects, technical
transformation projects of newly increased production capacity and production capacity increase
projects shall be ceased in principle within three years. If the establishment of a new coal mine is truly
necessary, replacement with reduced capacity shall be implemented without exception; efforts shall be
made to enable the production scale of a single coal enterprise to reach three million tons or more per
year in three years. The Coal Industry Opinions also requires 13 categories of outdated small coal
mines, as determined by the State Administration of Work Safety and other relevant departments, and
coal mines with mining scope within areas such as natural reserve areas, scenic spots and drinking
water source protection areas to close down. Starting from 2016, coal mine production capacity shall
be renewed based on the requirements that the annual operation time shall not exceed 276 working
days and no production shall be arranged on statutory holidays and Sundays in principle. Coal mines
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that fail to go through all formalities for capital construction shall be ordered to cease operation and
production or shall be closed down in accordance with the law if they refused to do so. Coal mines
that fail to meet the requirements prescribed by the PRC government shall be ordered to cease
production and make rectification within a specified time limit and shall be ordered to exit within a
specified time limit if they still failed to meet the requirements after the rectification.

GENERAL

As a coking chemical manufacturing enterprise, we are also subject to regulation of the following
PRC laws:

National Industry Policy

According to the People’s Republic of China Coal Law (Amended) ("' #E A [ 30 B 4 e i2%)
adopted at the 24th Session of the Standing Committee of the Twelfth National People’s Congress on
November 7, 2016, the PRC government advocates and supports coal enterprises and other enterprises
to develop co-generation of coal and electricity, coking, coking chemical, coal construction materials
and so forth and to engage in the deep processing and fine finishing of coal.

Pursuant to the Resolution on the Implementation of the Plan for National Economic and Social
Development Plan in 2016 and the National Economic and Social Development Plan in 2017 (#
20164 [ B A 7 A0 AL € 8 et il AT 19 D0 BL 201745 [ R AR I A AL g 58 R at B AV ELER)  adopted  at
the Fifth Session of the Twelfth National People’s Congress on March 15, 2017, the PRC government
will continue to promote the healthy development of the newly development industries, and to play
the key role of the enterprises in the frontier strategic filed such as new material, new energy and
artificial intelligence.

Foreign Investment

The NDRC and Ministry of Commerce jointly promulgated the amended Catalogue of Industries
for Guiding Foreign Investment (91 1% & 7 345 % H %) on April 10, 2015 which sets out categories
of industries for foreign investment relating to coke and coking chemicals which encouraged: (i)
phenol oil processing; (ii) washing oil processing; and (iii) high-end utilization of coal asphalt
(excluding modified asphalt).

In addition, the updated version of Catalogue of Industries for Guiding Foreign Investment has
been jointly issued by NDRC and Ministry of Commerce on June 28, 2017 and will be implemented
on July 28, 2017, and the aforementioned industries relating to coke and coking chemicals remain in
the encouraged category.

Project Investment
The State Council promulgated the Decision on Investment System Reform ([ 7% #% & 8 il tig 4
)P E) (the “Investment Reform Decision™) on July 16, 2004 which came into effect on the same

day. The purpose of this legislation is (i) to reduce the direct intervention of the PRC government
towards the business activities; (ii) to improve the investment efficiency and allow the market to

— 9] —
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allocate resources; and (iii) to promote the sustained, coordinated and healthy development of the
Chinese economy. With the promulgation of the Investment Reform Decision, the PRC government has
streamlined the approval process of investment projects. There are three types of management of the
investment projects: ratification, approval and filing. The ratification system is not application to
projects that do not use government investment for construction. The approval system shall apply for
major projects and restricted projects for safeguarding the social and public interest. The filing system
is applicable for other projects regardless of their investment amounts.

The Notice of the State Council on Issuing the Catalog of Investment Projects for the Approval
of the Government (2016 version) (%R B 7 5 i <BUNAZHERI B E TH B B Bk (20164F78) > 1) 48 1)
stipulates that, (i) enterprises that invest in construction of investment projects of fixed assets set out
in the Catalog of Investment Projects for the Approval of the Government (2016 version) shall submit
relevant projects to the approval authorities for approval according to the regulations; and (ii)
enterprises that invest in construction of investment projects of fixed assets outside of the Catalog of
Investment Projects for the Approval of the Government (2016 version) shall file with the competent
investment supervision authorities. Herein, the coal-to-natural gas project with an annual output of
more than 2 billion cubic meters shall be approved by the competent investment department under the
State Council.

PRC Laws on Environmental Protection

Coking chemical production and operation in China shall comply with relevant environmental
laws and regulations. Before a construction project starts, the project manager shall submit an
Environmental Impact Assessment Report to the environmental protection department for its approval.
The measures to prevent and control pollution in a construction project shall be taken in conjunction
with the main project at the same time as its design, construction and commission. The acceptance of
qualification by the competent environmental protection department shall be obtained before the
completed project is put into operation. Manufacturing enterprises that produce toxic and hazardous
substance must comply with the national emission standards and report to, and register with, the
competent environmental protection department. The valid and effective emission standard for coking
chemical enterprise is the Emission Standards of Pollutants for Coking Chemical Industry (## £ {b 2
TS Y PEREE#E). In the event of failure to comply, such manufacturer may be subject to a
warning from the environmental protection department, an enforcement order or a fine and other
administrative penalties.

Coking chemical enterprises that produce solid waste shall, on the basis of their economic and
technical conditions, recycle industrial solid waste generated during its business operation; with
regard to industrial solid waste that is not to be recycled immediately or that cannot be recycled, they
shall, in accordance with the regulations of the administrative department for environmental
protection under the State Council, build facilities and grounds for its storage, classify it in different
types for safe storage or adopt measures to make it innocuous through treatment. With regard to the
waste water and sewage, no enterprise is allowed to discharge it into water bodies without the requisite
pollutant discharge permit or in violation of the provisions set forth on the pollutant discharge permit.
With regard to the atmospheric pollution, the enterprise shall obtain a pollutant discharge permit. The
standards for emissions of atmospheric pollutants and the total emission control requirements for key
atmospheric pollutants shall be complied with if atmospheric pollutants will be discharged from the

— 92 —
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proposed projects. Moreover, local people’s governments at or above the county level shall, according
to the alert levels, activate in a timely manner the contingency plans, and based on the emergency
needs, take emergency measures including ordering the relevant enterprises to reduce or suspend
production, restricting certain motor vehicles from driving on roads, prohibiting the use of fireworks
and firecrackers, suspending the construction work or demolishment work, prohibiting outdoor
barbecues, ordering schools and kindergartens to stop outdoor activities, and organizing and carrying
out weather modification.

In addition, the emission of coking chemical manufacturing enterprises shall be within the
discharge concentration limits and the total discharge volume control indicators permitted by
environmental protection departments before discharging pollutants. According to the Law of the
People’s Republic of China on Environmental Protection Tax (9% A\ R ILHIEEREEAR#EBLIL) (the
“EPTL”) issued by the Standing Committee of the National People’s Congress on December 25, 2016,
which will be implemented on January 1, 2018, enterprises which emit taxable air and water
pollutants, solid waste and noise pollutants shall declare and pay environmental protection tax to the
tax authority on a quarterly basis from January 1, 2018. Regarding air pollutants emitted by
enterprises, in each emission outlet or without an emission outlet, the top three pollutants as ranked
by pollution equivalent number shall be subject to environmental protection tax. The collection of
environmental protection tax shall be administered by the tax authority in accordance with the Law
of the People’s Republic of China on the Administration of Tax Collection (7 #& A [ 1 2 B e ol
EHE%) and the EPTL. After the EPTL takes effect, the environmental protection tax shall be collected
instead of the pollutant drainage fee.

PRC Laws on Safety Production

The production and operation of coking chemical in China shall comply with relevant safety laws
and regulations. Before a production enterprise starts to manufacture, it shall meet the statutory
requirements in terms of rules and regulations, operational procedures, production management,
personnel training, facilities and equipment and so forth, and shall obtain a safety production license
issued by the supervision and administration department of safety production. The production
enterprise, as the responsible party of safety production, shall comply with laws, regulations and
industrial standards and procedures regarding safety production in its production process. Enterprises
that fail to meet safety production requirements shall not engage in production and operation
activities. The safety facilities of a construction project newly built, innovated and expanded for
production enterprises shall be in conjunction with the main project at the same time as its design,
construction, commissioning and use. In the event that a production safety accident occurs to a
production enterprise and is determined to be a negligent accident through investigation, the
supervision and administration department of safety production shall examine the legal liability of the
entity for such accident and pursue legal liability according to law.

PRC Laws on Land, Planning, Construction of Projects
Land

China’s land is state-owned or collectively-owned. Except for land that is state-owned or has
been expropriated to the State according to law, all the land shall be owned by the collective. The
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state-owned land use right may be exercised by a third party by virtue of transfer, allocation, lease,
and capital contribution and so forth. A third party which acquires a state-owned land use right may
use, profit from, or dispose of, the state-owned land use right according to law within the statutory
use period and the planned purpose. In the event that a construction project needs to make temporary
use of state-owned or collectively-owned land, it shall be approved by competent land administrative
authorities. The land user shall enter into a temporary land contract with the land administrative
authority, the rural collective economic organization, or the villagers’ committee based on the land
ownership, and shall pay land compensation pursuant to the provisions of such contract. Permanent
buildings are prohibited from being built on the land for temporary use and the land use period
generally shall not exceed two years.

Planning

For a construction project for which the right to use of state-owned land is extended through
transfer, the developing unit shall apply to the department in charge of urban and rural planning under
the people’s government of the city or county concerned for a permit for planned use of land for
construction. For the construction of projects in an area covered by the plan of a city or town, the
developing unit shall apply for a permit for a planned construction project to the department in charge
of urban and rural planning under the people’s government of the city or county concerned or to the
township people’s government designated by the people’s government of the province, autonomous
region, or municipality directly under the Central Government. A developing unit shall also carry out
construction in compliance with the conditions for planning, the developing unit shall, within six
months after the acceptance check conducted upon completion of a project, submit the relevant
materials thereof to the department in charge of urban and rural planning.

Construction of Projects

Before a construction project starts, the project owner shall, in accordance with relevant PRC
regulations, apply for construction permit to the competent administrative department for construction
of the people’s government at or above the county level in the place where the project is located, with
the exception of the below-norm small projects specified by the competent administrative department
for construction under the State Council. A completed construction project delivered for acceptance
inspection shall conform to the quality standards specified for the project. There shall be available a
whole series of technical and economic data and the project shall meet other requirements of the State
for completion of a construction project. Construction projects shall be delivered for use only after
passing the acceptance inspection.

PRC Laws on Electricity (Utilizing Coal Gas to Generate Electricity)

Based on the revised People’s Republic of China Electricity Law (" # A RALFI1[E 75 J7%)
adopted at the 14th Session of the Standing Committee of the Twelfth National People’s Congress on
April 24, 2015, the PRC government encourages and leads the domestic and overseas economic
organizations and individuals to legally invest in the power development and power industry, and
implements the principle of “whoever invests gains.” The PRC government encourages the electric
power plants to operate under grid-connected system.

— 94 —
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The regulatory responsibilities of the former electricity regulatory department of the State
Council, namely the State Electricity Regulatory Commission (now revoked), are now implemented by
the National Energy Administration. According to the provisions of the Administrative Measures on
Licenses for Electricity Business (7 JJZEH5 T Al iE & M) promulgated by the State Electricity
Regulatory Commission on October 13, 2005 and came into effect on December 1, 2005, a license for
electricity business shall be obtained according to the regulations relating to the engagement in
electricity business in the PRC. The licensees who were granted the license for electricity business
shall be entitled to the rights and assume the obligations based on the regulations and shall be subject
to the supervision and administration of the electricity administration departments of the State
Council. The electricity business legally carried out by such licensees shall be protected by the law.

According to the Administrative Measures on Power Grid Dispatch (754878 5 & #G )
promulgated by the State Council on June 29, 1993 and amended on January 8, 2011, the principles
of unified dispatch and classified management shall apply to the operation of power grids and all
power plants. Power grids shall follow the unified command of the electric network dispatch organs,
which is responsible for the management and dispatch of power plants to supply electricity to power

grids as well as the preparation of plans to order power generation and dispatch power supply.
PRC Laws on Water

China’s water resources are owned by the State. The ownership of water resources shall be
exercised by the State Council on behalf of the State. The water in the pond of the rural collective
economic collective and in the reservoir built and managed by the rural collective economic collective
shall be organized for use by such rural collective economic collective. The State enforces a water
abstraction permit system as well as compensated use system according to law. Entities and
individuals that abstract water shall obtain a water abstraction permit and pay a fee for water resource
unless there is statutory exception. Production enterprises shall utilize advanced technology, process
and equipment for their use of industrial water to increase the number of cycles of water and to

improve the recycling rate of water.
PRC Laws on Labor

In China, for an employer to establish labor relationship with an employee, they shall enter into
a written labor contract. The employee shall enjoy the right to equal employment and selection of
profession, the right to labor remuneration, the right to rest and vacations, the right to occupational
safety and health protection, the right to technical training, the right to social security and welfare,
and the right to apply for labor dispute resolution. The employer shall ensure that the employee enjoys
labor rights and fulfills labor obligations. Further, the employer shall register with the local social
insurance agency, and the employer and the employee shall jointly register with the social insurance
agency and pay the pension insurance, unemployment insurance, maternity insurance, work injury
insurance and medical insurance. The employer shall register with the administrative center of the
housing provident fund and set up an account for the housing provident fund for its employee. The
employer shall also make full contribution to the housing provident fund for its employee in a timely

manner.
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OUR GROUP’S BUSINESS DEVELOPMENT

Our history can be traced back to 2003 when our Predecessor was established as a limited
liability company in the PRC by Yugang Coking, Maanshan Steel and Jiangxi PXSteel. Over the years,
we have developed a strategic business relationship with Maanshan Steel and Jiangxi PXSteel, being
two major steel product manufacturers in China, based on which we have been able to secure a stable
demand for coke from, and sell our coke to, these two companies and they have been able to secure

a reliable supply of quality coke from us.

As disclosed in the “Business” section of this prospectus, we obtain coking by-products, mainly
crude benzene, coal tar and crude oven gas, from our coking process. We began to explore the
possibility of commercializing the coking by-products by co-founding (through minority investment)
Bohigh Chemical in 2005, which allowed us to further evaluate the commercial benefits that could be
brought about by being involved in the downstream coking chemical value chain. Having attained a
stable production of coke following the construction of our coking furnaces 3 and 4 in 2008 and 2011,
respectively, we reached a critical scale of production that enabled us to implement a vertically
integrated business model along the coking chemical value chain. Such integration has been
implemented since 2015 through the acquisition of the majority equity interests in companies engaged
in the downstream processing of coking by-products and sale of refined chemicals or coal gas, mainly
Jinyuan Chemicals, Bohigh Chemical and Jinning Energy, and whose production facilities were
located in the same industrial park within the proximity of and connected by a network of pipelines
with us. The establishment of such vertically integrated business model underpinned by an
interconnected network of pipelines allows us to efficiently extend and diversify our product portfolio
and revenue streams and reduce our exposure to market volatilities and price fluctuations with respect

113

to any single product. Please see “— OQur Subsidiaries, Associated Company and Joint Venture
Company” and “— Certain Acquisitions and Disposals during the Track Record Period” for details of

the acquisitions.

In preparation for the Listing, we underwent the Reorganization. In August 2016, our Company
was incorporated as a joint stock limited company through conversion of our Predecessor from a
limited liability company. In May 2016, we established a 71.0%-owned subsidiary Jinrui Energy to

113

engage in the production and sale of LNG. For more details, please see “— The Reorganization.”
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BUSINESS MILESTONES

The table below sets out the key milestones in the development of our business:

Date

February 2003

June 2005

December 2008

December 2011

May 2014

May 2015

October 2016

December 2016

Event

Jiyuan Jinma Coking Co., Ltd., the predecessor of our
Company, was established to engage in the production and
processing of coke.

Our coking furnace 1 and 2 (4.3 meters in height) commenced
operation officially, our annual coke production capacity was
approximately 1.0 million tons.

Our coking furnace 3 (5.5 meters in height) commenced
operation officially, further increasing our annual coking
production capacity to approximately 1.5 million tons.

Our coking furnace 4 (5.5 meters in height) commenced
operation officially, further increasing our aggregated annual
coke production capacity to approximately 2.1 million tons
(on a moist-free basis).

We acquired the majority equity interest in and consolidated
the operations of Shanghai Jinma, a trading company located
within the China (Shanghai) Pilot Free Trade Zone.

In addition, Shanghai Jinma was then the owner of 49% of the
equity interest in Jinjiang Refinery, a company principally
engaged in the production and sale of hydrogen.

We acquired the entire equity interest in and consolidated the
operations of Jinyuan Chemicals, a company principally
engaged in the processing of crude benzene and the
production and sale of benzene based chemicals.

We acquired the remaining equity interest in and consolidated
the operations of Bohigh Chemical, a company principally
engaged in the processing of coal tar and the production and
sale of coal tar based chemicals.

We acquired the majority equity interest in and consolidated
the operations of Jinning Energy, a company principally
engaged in the storage and sale of coal gas.
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CORPORATE HISTORY

Our Predecessor and Our Company

Our Predecessor was established as a limited liability company in the PRC on February 13, 2003
with an initial registered capital of RMB200 million and was owned as to 45% by Yugang Coking (a
company then controlled by an Independent Third Party), 40% by Maanshan Steel and 15% by Jiangxi
PXSteel. As disclosed in the section headed “Industry Overview” of this prospectus, the iron and steel
industry requires coke as a raw material, and, there was a relatively short supply of coke in provinces
such as Jiangsu, Anhui and Jiangxi provinces where major steel mills were located. Maanshan Steel
and Jiangxi PXSteel, being manufacturers of steel products located in Anhui and Jiangxi provinces had
therefore, together with Yugang Coking, a company established in Jiyuan, founded our Predecessor.
Over the years, we have developed a strategic business relationship with Maanshan Steel and Jiangxi
PXSteel, being two major steel product manufacturers in China, based on which we have been able
to secure a stable demand for coke from, and sell our coke to, these two companies and they have been
able to secure a reliable supply of quality coke from us. Later in 2003 and in 2005, Mr. Yiu Chiu Fai
(our chairman and executive Director) acquired 15% and 85% interest, respectively, of the then
holding company of Yugang Coking from the abovementioned Independent Third Party, and, thus,
thereafter, Mr. Yiu Chiu Fai became our Controlling Shareholder. Our Company was formed through

the conversion of our Predecessor into a joint stock company with limited liability in August 2016.

In March 2008, we increased our registered capital by RMB22.22 million, which was paid up by
Jinma Xingye, a company then held by members of our management. The introduction of Jinma
Xingye as our shareholder provided an opportunity to incentivize such then members of our
management to improve our performance. Pursuant to the arrangement, our registered capital was
increased to RMB222.22 million and was owned as to 40.5% by Yugang Coking, 36% by Maanshan
Steel, 13.5% by Jiangxi PXSteel and 10% by Jinma Xingye.

Following certain internal transfers between companies then wholly owned by Mr. Yiu Chiu Fai
in 2010 and 2012, Mr. Yiu Chiu Fai held the said 40.5% of our equity interest through Jinma HK, and,
thus, we were owned as to 40.5% by Jinma HK, 36% by Maanshan Steel, 13.5% by Jiangxi PXSteel
and 10% by Jinma Xingye. In April 2012, Mr. Yiu Chiu Fai disposed of all his shares in the holding
company of Yugang Coking and since then, Mr. Yiu ceased to have any interest in Yugang Coking.

On May 18, 2015, Jinma HK, Maanshan Steel, Jiangxi PXSteel and Jinma Xingye entered into
an equity transfer agreement with us for the sale of the entire registered capital of Jinyuan Chemicals
at RMB104.51 million to us, and, as consideration therefor, we increased our registered capital by
RMB104.51 million (the “Jinyuan Chemicals Equity Transfer Agreement”) and issued such capital
pro-rata to the sale under the Jinyuan Chemicals Equity Transfer Agreement as to 40.5% to Jinma HK,
36% to Maanshan Steel, 13.5% to Jiangxi PXSteel and 10% to Jinma Xingye. Following the
completion of the said transaction on May 29, 2015, our registered capital was increased to
RMB326.73 million. For details of the Jinyuan Chemicals Equity Transfer Agreement, please see “—
Certain Acquisitions and Disposal during the Track Record Period — Acquisition of 100% Interest in

Jinyuan Chemicals.”



HISTORY, DEVELOPMENT AND REORGANIZATION

On August 3, 2016, our Company was converted from a limited liability company into a joint
stock company. With reference to the net asset value of our Predecessor as of December 31, 2015
determined based on an independent valuation, our share capital was increased from RMB326.73
million to RMB400 million, divided into 400,000,000 shares at a par value of RMB1.00. Immediately
after the conversion and as of the Latest Practicable Date, our Company was owned as to 40.5% by
Jinma HK, 36% by Maanshan Steel, 13.5% by Jiangxi PXSteel and 10% by Jinma Xingye, which was
the same as that prior to the conversion.

Our Group is principally engaged in the production and sale of coke and processing of coking
by-products, as more particularly detailed in the section headed “Business.”

Our Subsidiaries, Associated Company and Joint Venture Company
Our Subsidiaries
Jinyuan Chemicals

Jinyuan Chemicals was established on November 23, 2012 in the PRC with an initial registered
capital of RMB100 million, which was held by our Shareholders, Jinma HK, Maanshan Steel, Jiangxi
PXSteel and Jinma Xingye as to 40.5%, 36%, 13.5% and 10%, respectively.

Upon completion of the acquisition contemplated under the Jinyuan Chemicals Equity Transfer
Agreement on May 26, 2015, we became the sole shareholder of Jinyuan Chemicals. For details of the

113

transaction under the Jinyuan Chemicals Equity Transfer Agreement, please see “— Certain
Acquisitions and Disposal during the Track Record Period — Acquisition of 100% Interest in Jinyuan

Chemicals.”

Jinyuan Chemicals is principally engaged in the processing of crude benzene and the production
and sale of benzene based chemicals. Jinyuan Chemicals continues to be our wholly owned subsidiary
following the Reorganization.

Bohigh Chemical

Bohigh Chemical was established on January 29, 2004 in the PRC with an initial registered
capital of RMB63.74 million, which was held by i #3558 I {k T 47 BR /A &) (Shanghai Huayi Energy
Chemicals Co., Ltd.*) (“Huayi Energy”, previously known as_F{#£{b 7R /A F] (Shanghai Coking
Company Limited*), an Independent Third Party), us and R4 (P E) $ & A R/ 7 (Cabot (China)
Limited*) (“Cabot China”, an Independent Third Party), as to 45%, 29% and 26%, respectively.

On September 28, 2016, we entered into an equity transfer agreement with Cabot China and
Bohigh Chemical for the acquisition of a 26% interest in Bohigh Chemical. Further, on September 30,
2016, we entered into an equity transfer agreement with Huayi Energy for the acquisition of a 45%
interest in Bohigh Chemical. Following the completion of the said acquisitions on October 20, 2016,
we became the sole shareholder of Bohigh Chemical. For details of such acquisitions, please see “—
Certain Acquisitions and Disposal during the Track Record Period — Acquisition of a 71% Interest
in Bohigh Chemical.”
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Bohigh Chemical is principally engaged in the processing of coal tar and the production and sale
of coal tar based chemicals. Bohigh Chemical continues to be our wholly owned subsidiary of our
Company following the Reorganization.

Jinboyuan Technology

Jinboyuan Technology was established on August 9, 2016 in the PRC with an initial registered
capital of RMB10 million, and was wholly owned by Bohigh Chemical. Jinboyuan Technology had not
commenced business. On January 20, 2017, Jinboyuan Technology was deregistered.

Shanghai Jinma

Shanghai Jinma was established on November 27, 2013 in the PRC with an initial registered
capital of RMB20 million, which was held by Jinma Xingye and & &5 % e (£E) HRAFA
(Shanghai Gutai Enterprise Development (Group) Co., Ltd.*) (“Shanghai Gutai”, an Independent
Third Party) as to 75% and 25%, respectively.

On May 6, 2014, we entered into an equity transfer agreement with Jinma Xingye for the
acquisition of a 75% interest in Shanghai Jinma. Following the completion of the said acquisition on
May 13, 2014, Shanghai Jinma became our non-wholly owned subsidiary and was owned as to 75%
by our Predecessor and 25% by Shanghai Gutai, an Independent Third Party. For details of such

113

acquisition, please see “— Certain Acquisitions and Disposal during the Track Record Period —

Acquisition of a 75% Interest in Shanghai Jinma.”

Shanghai Jinma is principally engaged in the trading of coal and coal mining equipment.
Shanghai Jinma continues to be our 75% non-wholly owned subsidiary following the Reorganization.

Jinning Energy

Jinning Energy was established on July 2, 2007 in the PRC, with an initial registered capital of
RMB10 million, which was held by R %% AR/ A (Nanjing He’an Trading Co., Ltd.*),
§# %% & (Zhong Dachun) and E{## (Duan Zhong), all being Independent Third Parties, as to 60%, 30%
and 10%, respectively.

After the establishment of Jinning Energy, there were various changes in its equity holders, and
on December 22, 2016, we entered into an equity transfer agreement with the then 10 individual equity
holders of Jinning Energy (details of such equity holders are set out in the section headed “— Certain
Acquisitions and Disposal during the Track Record Period — Acquisition of a 51% Interest in Jinning
Energy”) for the acquisition of a 51% interest in Jinning Energy. Following the completion of such
acquisition on December 29, 2016, Jinning Energy became our non-wholly owned subsidiary and was
owned as to 51% by us and 49% by B EHEAM/AF (Henan Jinsu Shiye Co., Ltd.*), an
Independent Third Party (other than being a holder of certain interest of Jinning Energy). For details
of such acquisition, please see “— Certain Acquisitions and Disposal during the Track Record Period
— Acquisition of a 51% Interest in Jinning Energy.”

— 100 —



HISTORY, DEVELOPMENT AND REORGANIZATION

Jinning Energy is principally engaged in the storage and sale of coal gas. Jinning Energy

continues to be our 51% non-wholly owned subsidiary following the abovementioned acquisition.

Jinrui Energy

Jinrui Energy was established on May 24, 2016 in the PRC, with an initial registered capital of

RMBS51 million and we were its sole equity holder.

On December 12, 2016, we entered into a capital increase agreement with Sichuan Kongfen and
Zhengzhou Fuxiang for the increase of capital of Jinrui Energy. Following the completion on
December 29, 2016, Jinrui Energy became our non-wholly owned subsidiary and was owned as to 71%
by us, 19% by Sichuan Kongfen and 10% by Zhengzhou Fuxiang, being Independent Third Parties
(other than being holders of certain interest in Jinrui Energy). For details of such disposal, please see
“— Certain Acquisitions and Disposal during the Track Record Period — Capital Increase and

Deemed Disposal of a 29% Interest in Jinrui Energy.”

As disclosed in “Business — Our Strategies,” we formed Jinrui Energy for the development and
production of LNG. Jinrui Energy will therefore be principally engaged in the production and
distribution of LNG refined from coal gas supplied by us. Jinrui Energy continues to be our

71%-owned subsidiary following the abovementioned disposal.

Jinrui Gas

Jinrui Gas was established on May 24, 2016 in the PRC with an initial registered capital of
RMB25,500,000 and we were its sole equity holder.

On August 9, 2016, we entered into an equity transfer agreement with Jinrui Energy (which was
then a wholly owned subsidiary of the Company) pursuant to which we transferred 100% interest in
Jinrui Gas to Jinrui Energy at nil consideration. The relevant transfer was an internal transfer within
our Group made at nil consideration as both Jinrui Energy and Jinrui Gas were then our wholly owned
subsidiaries. Pursuant to the equity transfer agreement, Jinrui Gas became a wholly owned subsidiary

of Jinrui Energy.

il

As disclosed in “Business — Our Strategies,” we plan to operate in the retail business of LNG
products through gas stations. Jinrui Gas continues to be a wholly owned subsidiary of Jinrui Energy

following the Reorganization.
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Our Associated Company

Yilong Coal

Yilong Coal was established on January 28, 2015 in the PRC with an initial registered capital of
RMBS0 million, which was held by 7 J /5 & & # A R & A 7 (Huozhou Coal Power Group LLC¥*)
(“Huozhou Coal”, an Independent Third Party and a subsidiary of a PRC state-owned enterprise), us
and 11 PG4 RERE L A A A BR/AA] (Shanxi Yilong Mine Products Co., Ltd.*) (“Shanxi Yilong”, an
Independent Third Party) as to 51%, 33% and 16%, respectively.

Yilong Coal holds a mining permit in respect of a mine, details of which are as follows:

Maximum
annual
production Estimated
volume coal
Mining per reserve (in
Area size right mining thousand  Reserve report
Name of mine Location (km?) owner license Term tons) issuer
Yilong Coal Hanhou Village 6.0834 Yilong 600,000 December 62,770 Tigh 1735 22 b ) )
East of Wan An Coal tons 10, 2014 A BR2S
Town and Liang to (Linfen Pu An
Village of September Geodetic Survey
Liujiayuan Town 10, 2017 Co., Ltd.*)

East, Hong Dong
County, Linfen
City, Shanxi
Province, the PRC

As advised by our PRC Legal Advisors, upon compliance of the applicable PRC laws, regulations
and coal industry policies, including but not limited to certain filing requirements and timely payment
of the relevant license fees, there is no legal impediment on the renewal of the mining permit in
respect of the Yilong Coal. The mining permit had expired on September 10, 2017, we are in the
process of applying for renewal. Our Directors believe there is no foreseeable obstacles in obtaining
the renewal. Our Directors consider that our investment in Yilong Coal will, upon the commencement
of the commercial mining of coal in abovementioned coal mine, secure a stable supply of coal to us
for the production of coke and coking refined chemicals and energy products. Yilong Coal continues
to be owned as to 33% by us following the Reorganization.
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Our Joint Venture Company

Jinjiang Refinery

Jinjiang Refinery was established on May 14, 2014 in the PRC with an initial registered capital
of RMB100 million, which was held by Shanghai Jinma and &FMit AR ETLAF (Luoyang
Refinery Co., Ltd.*) (“Luoyang Refinery”, an Independent Third Party) as to 49% and 51%,

respectively.

On March 16, 2015, we entered into an equity transfer agreement with Shanghai Jinma for the
acquisition of a 49% interest in Jinjiang Refinery. Following the completion of such acquisition on
April 8, 2015, Jinjiang Refinery became owned as to 49% by us and 51% by Luoyang Refinery. For
details of such acquisition, please see “— Certain Acquisitions and Disposal during the Track Record
Period — Acquisition of a 49% Interest in Jinjiang Refinery.”

Jinjiang Refinery is principally engaged in the production and sale of hydrogen. Jinjiang

Refinery continues to be owned as to 49% by us following the Reorganization.

CERTAIN ACQUISITIONS AND DISPOSAL DURING THE TRACK RECORD PERIOD

Acquisition of a 75% Interest in Shanghai Jinma

On May 6, 2014, we entered into an equity transfer agreement with Jinma Xingye, pursuant to
which we acquired a 75% interest in Shanghai Jinma from Jinma Xingye for a consideration of RMB15
million. The consideration was determined based on the relevant registered capital of Shanghai Jinma,
which was also Jinma Xingye’s initial investment in respect thereof, and such consideration was fully
settled on May 6, 2014.

As a result of the above acquisition, Shanghai Jinma became our 75% non-wholly owned

subsidiary.

As disclosed in “Business,” Shanghai Jinma is located within the China (Shanghai) Pilot Free
Trade Zone. The acquisition of Shanghai Jinma allows us to trade coal and coal mining equipment
while taking advantage of various incentives provided by the government through, for example,

government grant, which are available to the enterprises located in the free trade zone.

The aforesaid transfer of equity interest was approved on May 13, 2014 by the Pilot Free Trade
Zone Branch of the Shanghai Administration for Industry and Commerce, being the relevant PRC
governmental authority. As confirmed by our PRC Legal Advisors, the above acquisition was properly
and legally settled and completed, and all permits, authorizations, approvals and consents necessary
for the above transactions have been obtained from the relevant PRC authorities.
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Acquisition of a 49% Interest in Jinjiang Refinery

On March 16, 2015, we entered into an equity transfer agreement with Shanghai Jinma for the
acquisition of a 49% interest in Jinjiang Refinery for a consideration of RMB49 million. The
consideration was determined based on the relevant registered capital of Jinjiang Refinery, which was
also Shanghai Jinma’s initial investment in respect thereof, and such consideration was fully settled
on April 10, 2015. Following the completion of such acquisition, Jinjiang Refinery continued to be a
joint venture company between us and Luoyang Refinery with each holding a 49% and 51% interest,

respectively.

The acquisition of a 49% interest in Jinjiang Refinery was aligned with our strategy to operate
a vertically integrated business model to commercialize coking by-products along the coking chemical

value chain. Jinjiang Refinery also supplies hydrogen gas to Luoyang Refinery for its distribution.

The aforesaid transfer of equity interest was approved on April 8, 2015 by the Jiyuan
Administration for Industry and Commerce, being the relevant PRC governmental authority. As
confirmed by our PRC Legal Advisors, the above acquisition was properly and legally settled and
completed, and all permits, authorizations, approvals and consents necessary for the above

transactions have been obtained from the relevant PRC authorities.

Acquisition of 100% Interest in Jinyuan Chemicals

On May 18, 2015, we entered into the Jinyuan Chemicals Equity Transfer Agreement with our
Shareholders, Jinma HK, Maanshan Steel, Jiangxi PXSteel and Jinma Xingye to purchase 40.5%, 36%,
13.5% and 10% of the registered capital of Jinyuan Chemicals from Jinma HK, Maanshan Steel,
Jiangxi PXSteel and Jinma Xingye, respectively.

The aggregate consideration for the above acquisition of equity interest of Jinyuan Chemicals of
RMB104,510,000 was determined with reference to an independent valuation, and such consideration
was settled by us increasing our registered capital by RMB104,510,000 in aggregate, and
issuing such capital to Jinma HK, Maanshan Steel, Jiangxi PXSteel and Jinma Xingye as to
approximately RMB42,326,000, approximately RMB37,624,000, approximately RMB 14,109,000 and
RMB10,451,000, respectively on May 26, 2015. Immediately following such increase in our registered
capital, we were held by Jinma HK, Maanshan Steel, Jiangxi PXSteel and Jinma Xingye as to 40.5%,

36%, 13.5% and 10%, respectively and Jinyuan Chemicals became our wholly owned subsidiary.

i

As disclosed in “Business,” crude benzene is one of the by-products generated in our coking
process and it can be refined into benzene based chemicals including pure benzene and toluene. Since
Jinyuan Chemicals was (and still is) principally engaged in the processing of crude benzene and the
production and sale of benzene based chemicals, the acquisition of Jinyuan Chemicals was in line with
our strategy of operating a vertically integrated business model to commercialize coking by-products

along the coking chemical value chain.
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The aforesaid transfer of equity interest was approved on May 26, 2015 by the Jiyuan
Administration for Industry and Commerce, being the relevant PRC governmental authority. As
confirmed by our PRC Legal Advisors, the above acquisition of Jinyuan Chemicals was properly and
legally settled and completed, and all permits, authorizations, approvals and consents necessary for
the above transfer have been obtained from the relevant PRC authorities.

Acquisition of a 71% Interest in Bohigh Chemical

On September 28, 2016, we entered into an equity transfer agreement with Cabot China (an
Independent Third Party) and Bohigh Chemical, pursuant to which we acquired a 26% interest in
Bohigh Chemical from Cabot China for a consideration of RMB15.6 million, which was fully settled
on November 18, 2016.

On September 30, 2016, we entered into an equity transfer agreement with Huayi Energy (an
Independent Third Party), pursuant to which we acquired a 45% interest in Bohigh Chemical from
Huayi Energy for a consideration of RMB27 million, which was fully settled on November 7, 2016.

The consideration for the above transfers of equity interest in Bohigh Chemical were determined
with reference to an independent valuation. As a result of the above acquisitions, Bohigh Chemical
became our wholly owned subsidiary.

s

As disclosed in “Business,” coal tar is one of the by-products generated in our coking process.
Since Bohigh Chemical was (and still is) principally engaged in the processing of coal tar and the
production and sale of coal tar based chemicals, the acquisition of Bohigh Chemical was in line with
our strategy to further expand our business through our vertically integrated business model to
commercialize coking by-products along the coking chemical value chain, and also allowed us to

consolidate our control in Bohigh Chemical.

The aforesaid transfer of equity interest was approved on October 20, 2016 by the Jiyuan
Administration for Industry and Commerce, being the relevant PRC governmental authority. As
confirmed by our PRC Legal Advisors, the above transactions were properly and legally settled and
completed, and all permits, authorizations, approvals and consents necessary for the above
transactions have been obtained from the relevant PRC authorities.

Acquisition of a 51% Interest in Jinning Energy

On December 22, 2016, we entered into an equity transfer agreement with the following
individual equity holders of Jinning Energy, pursuant to which we acquired a 51% interest in Jinning
Energy. Under the equity transfer agreement, the individual equity vendors listed in the chart below
have jointly and severally guaranteed that Jinning Energy will record a net profit of not less than
RMB40,666,700 for each of the three years ending December 31, 2017, 2018 and 2019 (the
“Guaranteed Net Profit”). The total consideration of RMB62,220,000 for the acquisition was
determined with reference to an independent valuation and is payable by us in four instalments, the
first of which in the amount of approximately RMB28,621,000 was settled on March 7, 2017 and the
balance of the consideration shall be payable, subject to certain adjustments, in three equal instalments
and is expected to be fully settled in 2020. In the event that the actual audited net profit for the
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relevant year falls below the Guaranteed Net Profit (such shortfall shall be referred to as the
“Shortfall”), the relevant instalment amount to be paid by us for the relevant instalment shall be
adjusted downward by the proportion of the Shortfall against the Guaranteed Net Profit. Details of the

individual equity vendors are set out below:

Percentage of
equity interest in

Name of equity vendor Relationship with our Group Jinning Energy
Mr. Wang Lijie (EFI7R) Owner of 33.44% of Jinma Xingye, director of Shanghai 16.4%
Jinma and Jinning Energy, and the son of Mr. Wang
Mingzhong
Mr. Wang Mingzhong (F /L) Executive Director and CEO of our Group, director of 11.4%

Jinyuan Chemicals and Jinrui Energy, director and general
manager of Jinrui Gas, and the father of Mr. Wang Lijie

Mr. Li Tianxi (X&) Owner of 10.80% of Jinma Xingye, executive Director 5.8%
and executive deputy general manager of our Company,
director of Bohigh Chemical

Mr. Li Yan (%) Former director of Jinning Energy 5.8%
Mr. Fan Jianguo (Ji%2E) Owner of 7.88% of Jinma Xingye, deputy general manager 3.6%
of our Company and general manager of Jinyuan
Chemicals
Mr. Li Haitao (7= %) Owner of 7.88% of Jinma Xingye, former member of the 3.6%

senior management of our Company

Mr. Shi Jiahai (%} %) Owner of approximately 2.46% of Jinma Xingye, 1.1%
employee of our Company

Mr. Kong Deming (fL7E17) Owner of approximately 2.46% of Jinma Xingye, member 1.1%
of the senior management of our Company, a director of
Jinning Energy and a deputy general manager of Bohigh
Chemical

Mr. Ju Lixing (J& 35 Owner of approximately 2.46% of Jinma Xingye, 1.1%
chairman of the board of directors of Shanghai Jinma,

deputy general manager of our Company

Mr. Li Guoxin (Z=H ) Former member of the senior management of our 1.1%
Company

Following the completion of the above acquisition, Jinning Energy became our 51% non-wholly

owned subsidiary.

Jinning Energy is principally engaged in the storage and sale of coal gas. The acquisition of
Jinning Energy allows us to better control the storage and sale of the coal gas produced by us and is

beneficial to our business.
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The aforesaid transfer of equity interest was approved on December 29, 2016 by the Jiyuan
Administration for Industry and Commerce, being the relevant PRC governmental authority. As
confirmed by our PRC Legal Advisors, the above acquisition was properly and legally settled and
completed, and all permits, authorizations, approvals and consents necessary for the above

transactions have been obtained from the relevant PRC authorities.

Capital Increase and Deemed Disposal of a 29% Interest in Jinrui Energy

On December 12, 2016, we and Jinrui Energy entered into a capital increase agreement with
Sichuan Kongfen, Zhengzhou Fuxiang, both then being Independent Third Parties, pursuant to which,
we, Sichuan Kongfen and Zhengzhou Fuxiang agreed to inject RMB20,000,000, RMB 19,000,000 and
RMB10,000,000, respectively, into the capital of Jinrui Energy and thereby increasing Jinrui Energy’s
registered capital from RMB51,000,000 to RMB100,000,000. The capital contribution was determined
based on the registered capital of Jinrui Energy. We, Sichuan Kongfen and Zhengzhou Fuxiang paid
up their respective contribution amount into Jinrui Energy by March 6, 2017, January 24, 2017 and
March 7, 2017, respectively. Following the completion of such disposal, Jinrui Energy was owned as

to 71% by us and as to 19% by Sichuan Kongfen and 10% by Zhengzhou Fuxiang.

Sichuan Kongfen is principally engaged in the design and manufacturing of gas separation
equipment. Through the cooperation with Sichuan Kongfen, Jinrui Energy is expected to be able to
leverage on the LNG technological expertise and skills of Sichuan Kongfen which will be
advantageous to the development of our LNG production and distribution business. Zhengzhou
Fuxiang is principally engaged in the sale of vehicles. Through the cooperation with Zhengzhou
Fuxiang, Jinrui Energy is expected to gain access to Zhengzhou Fuxiang’s LNG vehicle customers,

which may constitute Jinrui Energy’s potential customer base.

The aforesaid capital increase was approved on December 29, 2016 by the Jiyuan Administration
for Industry and Commerce, being the relevant PRC governmental authority. As confirmed by our PRC
Legal Advisors, the above acquisition was properly and legally settled and completed, and all permits,
authorizations, approvals and consents necessary for the above transactions have been obtained from

the relevant PRC authorities.
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THE REORGANIZATION

The following chart illustrates our corporate and ownership structure immediately prior to the

113

acquisitions and disposals mentioned in “— Certain Acquisitions and Disposal during the Track

Record Period,” the Reorganization and the incorporation of Jinrui Energy and Jinrui Gas:

Jinma HK Maanshan Steel Jiangxi PXSteel Jinma Xingye
(Hong Kong) (PRC) (PRC) (PRC)
(notel) (note2) (note3) (noted)

40.5% 36% 13.5% 10%

An Independent
Third Party
(note8)

The Company
(PRC)
Production and sale of coke and
processing of coking

by-products Two Independent
Third Parties
(notes)
71%
Hao Pengfei 29%
(an Independent Third
Party)
20%
Jinzheng E-commerce
(PRC) 80%
Provision of
platform and internet services
Two Independent An Independent
Third Parties “Third Party
(note6) (note9)
33% Yilong Coal
(PRC)
Mining and sale of coal
Eight corporations
(note7)

Certain interests in these entities would be transferred,
pursuant to certain acquisitions and the Reorganization,
toour Group 88.89%

Zhongyuan Yungon,
Our Group’s interests in these entities would be 11.11% B o
disposed pursuant o the Reorganization e

platform and intenet services

Notes:

As of the Latest Practicable Date (unless otherwise specified):

1. Jinma HK was wholly owned by Jinma Coking, which was in turn held by Golden Star as to 96.3% and an Independent
Third Party as to 3.7%. Golden Star was in turn wholly owned by Mr. Yiu Chiu Fai.

2. Maanshan Steel, a company whose A and H shares were listed on the Shanghai Stock Exchange and the Main Board of
the Hong Kong Stock Exchange, respectively. J5#i (4 F)#Z KA BR/AH (Magang (Group) Holdings Co., Ltd.*), a
state-owned enterprise, was the holding company of Maanshan Steel and held approximately 45.53% of the shares of
Maanshan Steel.

3. As per their confirmations, while % %2 J5 K 48 M B 2647 B /A 7] (Liaoning Fangda Group Industrial Co., Ltd.*) (“Liaoning
Fangda”) was directly and indirectly interested in approximately 29.91% of Jiangxi PXSteel, Liaoning Fangda was the
holding company of Jiangxi PXSteel. Liaoning Fangda Group Industrial Co., Ltd. was in turn held as to 99.2% by
A6y K B R B 2 B G A BR /A ] (Beijing Fangda International Enterprise Investment Co., Ltd.*), which was in turn
wholly owned by Mr. Fang Wei (J7 ).
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Jinma Xingye was owned by 43 individuals, comprising: (i) 34 current and former employees of our Group and its
associated companies who were Independent Third Parties and, in aggregate, held approximately 47.85% of the equity

interest in Jinma Xingye, and (ii) the following nine individuals:

Approximate
percentage of
equity interest in

Name of equity holder Relationship with our Group Jinma Xingye
Mr. Wang Lijie (EFIZ) Director of Shanghai Jinma and Jinning Energy 33.44%
Mr. Li Tianxi (X&) Executive Director and executive deputy general manager of 10.80%

our Company and director of Bohigh Chemical

Mr. Ju Lixing (J& 345 Member of the senior management of our Company and the 2.46%
chairman of the board of directors of Shanghai Jinma

Mr. Kong Deming (FL7E) Member of the senior management of our Company, a 2.46%
director of Jinning Energy and the deputy general manager of
Bohigh Chemical

Mr. Wang Yongxin (7K #7) Chairman of the board of directors of Jinning Energy 2.46%
Mr. Li Zhongge (%=1 5%) Supervisor of our Company, Jinrui Energy and Jinrui Gas 0.88%
Mr. Zhao Zhengju (i 1IEH) Director of Jinning Energy 0.88%
Ms. Hao Yali (#f 55 £7) Supervisor of our Company 0.70%
Mr. Pang Liyi (5 3%) Supervisor of Shanghai Jinma 0.53%

Huayi Energy, an Independent Third Party, was the holder of a 45% interest of Bohigh Chemical since its incorporation.

Cabot China, an Independent Third Party, was the holder of a 26% interest of Bohigh Chemical since its incorporation.

Huozhou Coal, an Independent Third Party, was the holder of a 51% interest of Yilong Coal since its incorporation.

Shanxi Yilong, an Independent Third Party, was the holder of a 16% interest of Yilong Coal since its incorporation.

Each of Yugang Coking and Fangsheng Chemicals held an approximately 11.11% interest of Zhongyuan Yungong. The
other approximately 66.67% interest of Zhongyuan Yungong was held by six Independent Third Parties.

Shanghai Gutai, an Independent Third Party, was the holder of a 25% interest of Shanghai Jinma since its incorporation.
Such 25% interest was transferred to FIGLA AT % A /A H (Nanjing Jiabairun Trading Co., Ltd.*), another
Independent Third Party, on January 16, 2015.

Luoyang Refinery, an Independent Third Party, was the holder of a 51% interest of Jinjiang Refinery since its

incorporation.
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The companies comprising our Group underwent a reorganization to rationalize our corporate

structure in preparation for the Listing. The Reorganization involved the following steps:

1. Disposal of an 11.11% interest in Zhongyuan Yungong by our Company

Zhongyuan Yungong was established on January 20, 2016 and was held as to approximately
11.11% by us, whereas the remaining approximately 88.89% interest was held by eight other
corporations, comprising Fangsheng Chemicals (a subsidiary of Jinma Xingye), Yugang Coking (an
associate of Mr. Wang Xuezhong (F£:H"), a substantial Shareholder of Jinning Energy) and six
Independent Third Parties. Zhongyuan Yungong is principally engaged in the provision of e-commerce
platform and internet services. In order to focus on our core business of the production of coke and

processing of coking by-products, we decided to dispose of our interest in Zhongyuan Yungong.

On November 29, 2016, we entered into an equity transfer agreement to dispose of approximately
11.11% interest in Zhongyuan Yungong to Fangsheng Chemicals, a subsidiary of Jinma Xingye, for a
consideration of RMB557,188.108. Such consideration was determined based on an independent
valuation. We consider that the disposal of Zhongyuan Yungong has not and will not have any material

impact on our operation and financial position.

The aforesaid disposal of equity interest was approved on December 7, 2016 by the Jiyuan
Administration for Industry and Commerce, being the relevant PRC governmental authority, and the
relevant consideration payable by Fangsheng Chemicals to us was settled on December 12, 2016. As
confirmed by our PRC Legal Advisors, the above disposal has been properly and legally settled and
completed, and all permits, authorizations, approvals and consents necessary for the above disposal

has been obtained from the relevant PRC authorities.

Following the abovementioned disposal, we ceased to have any interest in Zhongyuan Yungong.

2. Disposal of an 80% interest in Jinzheng E-commerce by our Company

Jinzheng E-commerce was established on August 4, 2014 and, prior to the Reorganization, it was
held as to 80% by us and 20% by Mr. Hao Pengfei (M), an Independent Third Party. Jinzheng
E-commerce was principally engaged in the provision of e-commerce platform and internet services.
In order to focus on our core business on the production of coke and processing of coking by-products,

we decided not to include Jinzheng E-commence as a member of our Group.
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On August 12, 2016, we entered into three equity transfer agreements (as supplemented by a

confirmation letter dated August 16, 2016) to dispose of:
(a) a 51% interest in Jinzheng E-commerce to Jinma Xingye, for nil consideration;

(b) a 19% interest in Jinzheng E-commerce to IR &M E XA M/ A (Jiyuan Jinrun
Enterprise Co., Ltd.*), a company owned as to approximately 32% by Mr. Li Yan (a former
director of a Jinning Energy, a non-wholly owned subsidiary of our Company), for nil

consideration; and

(c) al1l0% interest in Jinzheng E-commerce to Mr. Hao Pengfei, an Independent Third Party, for

nil consideration.

The above transfers were all made at nil consideration due to the fact that, prior to the transfers,
no capital contribution had been made by us into Jinzheng E-commerce, and no profit had yet been
generated by Jinzheng E-commerce. We consider that the disposal of Jinzheng E-commerce has not

and will not have any material impact on our operation and financial position.

The aforesaid disposal of equity interest was approved on August 22, 2016 by the Jiyuan
Administration for Industry and Commerce, being the relevant PRC governmental authority. As
confirmed by our PRC Legal Advisors, the above disposal has been properly and legally settled and
completed, and all permits, authorizations, approvals and consents necessary for the above disposal

has been obtained from the relevant PRC authorities.

Following the abovementioned disposal, we ceased to have any interest in Jinzheng E-commerce.

— 111 —



HISTORY, DEVELOPMENT AND REORGANIZATION

The following chart summarizes our structure after the acquisitions and disposals mentioned in
“Certain Acquisitions and Disposal during the Track Record Period,” the Reorganization and the
incorporation of Jinrui Energy and Jinrui Gas, but immediately before the Global Offering:

Jinma HK Maanshan Steel Jiangxi PXSteel Jinma Xingye
(Hong Kong) (PRC) (PRC) (PRC)
(note 1) (note 2) (note 3) (note 4)
40.5% 36% ‘ 13.5% 10%
The Company
(PRC)

Production and sale of coke
and processing of coking by-products

An Independent

Third Party
(note 5)
25% 100% 100% An Independent
Jinyuan Chemicals Bohigh Chemical Third Party
A 15% g (note 8)
Shanghai Jinma (PRC) (PRC)
S RO Processing of crude benzene Processing of coal tar and
rading of coal and coal mining N N
equipment and the production and the production and
sale of benzene based chemicals sale of coal tar based chemicals 49%
An Independent
Third Party
(note 6)
49%
Jinning Energy 51% Two Independent
(PRC) Third Parties
Storage and sale of (note 9)
coal gas
67%
Two Independent
Third Parties 33%
(note 7)
29%
Jinrui Energy 7%
(PRC)
Production and distribution of
100%
|:| Members of our Group
Jinrui Gas
Retail (sl:{{e?f LNG . Associated companies of our Group
Notes:
As of the Latest Practicable Date:
1. Jinma HK was wholly owned by Jinma Coking, which was in turn held by Golden Star as to 96.3% and an Independent

Third Party as to 3.7%. Golden Star was in turn wholly owned by Mr. Yiu Chiu Fai.

2. Maanshan Steel, a company whose A and H shares were listed on the Shanghai Stock Exchange and the Main Board of
the Stock Exchange, respectively. H#il(% E)#B A IR Al (Magang (Group) Holdings Co., Ltd.*), a state-owned

enterprise, was the holding company of Maanshan Steel and held approximately 45.53% of the shares of Maanshan Steel.

3. As per their confirmations, while Liaoning Fangda was directly and indirectly interested in approximately 29.91% of
Jiangxi PXSteel, Liaoning Fangda was the holding company of Jiangxi PXSteel. Liaoning Fangda Group Industrial Co.,
Ltd. was in turn held as to 99.2% by Jtui KEIFREEHRE AR (Beijing Fangda International Enterprise
Investment Co., Ltd.*), which was in turn wholly owned by Mr. Fang Wei (J5 ).
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HISTORY, DEVELOPMENT AND REORGANIZATION

Jinma Xingye was owned by 43 individuals, comprising: (i) 34 current and former employees of our Group and its
associated companies who were Independent Third Parties and, in aggregate, held approximately 47.85% of the equity

interest in Jinma Xingye, and (ii) the following nine individuals:

Approximate
percentage of
equity interest in

Name of equity holder Relationship with our Group Jinma Xingye
Mr. Wang Lijie (EFIZ) Director of Shanghai Jinma and Jinning Energy 33.44%
Mr. Li Tianxi (X&) Executive Director and executive deputy general manager of 10.80%

our Company and director of Bohigh Chemical

Mr. Ju Lixing (J& 345 Member of the senior management of our Company and the 2.46%
Chairman of the board of directors of Shanghai Jinma

Mr. Kong Deming (FL7E) Member of the senior management of our Company, a 2.46%
director of Jinning Energy and the deputy general manager of
Bohigh Chemical

Mr. Wang Yongxin (7K #7) Chairman of the board of directors of Jinning Energy 2.46%
Mr. Li Zhongge (%=1 5%) Supervisor of our Company, Jinrui Energy and Jinrui Gas 0.88%
Mr. Zhao Zhengju (i 1IEH) Director of Jinning Energy 0.88%
Ms. Hao Yali (#f 55 £7) Supervisor of our Company 0.70%
Mr. Pang Liyi (5 3%) Supervisor of Shanghai Jinma 0.53%

Nanjing Jiabairun Trading Co., Ltd., an Independent Third Party (other than being a holder of certain interest in Shanghai

Jinma, a subsidiary of our Company), was the holder of a 25% interest in Shanghai Jinma.

Henan Jinsu Shiye Co., Ltd., an Independent Third Party (other than being a holder of certain interest in Jinning Energy,

a subsidiary of our Company), was the holder of a 49% interest in Jinning Energy.

Sichuan Kongfen and Zhengzhou Fuxiang, being Independent Third Parties (other than being holders of certain interest

in Jinrui Energy), were the holders of 19% and 10% interest in Jinrui Energy, respectively.

Luoyang Refinery, an Independent Third Party, was the holder of a 51% interest of Jinjiang Refinery.

Huozhou Coal and Shanxi Yilong, being Independent Third Parties, were the holders of 51% and 16% interest of Yilong

Coal, respectively.
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HISTORY, DEVELOPMENT AND REORGANIZATION

The following chart summarizes our structure immediately following the completion of the

Global Offering (assuming the Over-allotment Option is not exercised):

Jinma HK Maanshan Steel Jiangxi PXSteel Jinma Xingye
(Hong Kong) (PRC) (PRC) (PRC) Public
(note 1) (note 2) (note 3) (note 4)
30.37% 27% 10.12% 7.5% 25%
The Company
(PRC)

Production and sale of coke and
processing of coking by-products

An Independent

Third Party
(note 5)
25% 100% 100% An Independent
. Chomin Third Party
. T (ST Bohigh Chemical
q 75% gl note 8,
Shanghai Jinma o (PRC) (PRC) 0 )
. (ERC) - Processing of crude benzene Processing of coal tar and 51%
Trading of coal and coal mining and the production and the production and
equipment e o e sale of coal tar based chemicals 199
%
An Independent
Third Party
(note 6)
49%
Jinning Ener
(PgR ® & 51% Two Independent
Third Parties.
Storage and sale of (note 9)
coal gas
67%
Two Independent
Third Parties 33%
(note 7)
29%
Jinrui Energy 1%
(PRC)
Production and distribution of
100%
D Members of our Group
Jinrui Gas
(PRC)
Operation of LNG . .
e Associated companies of our Group
Jiyuan city area

Notes:

Please see the corresponding notes in the second chart in “— The Reorganization” above.
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OVERVIEW

We are a leading coke producer and processor of coking by-products in the coking chemical
industry in Henan province. We operate a vertically integrated business model along the coking
chemical value chain from coke production to the processing of coking by-products into refined
chemicals and energy products. According to Frost & Sullivan, we are the second and third largest
independent coking enterprise in terms of sales revenue and production volume of coke, respectively,
in Henan province in 2016. Among all independent coking enterprises in Henan province, we are the
second largest and the third largest producer of crude benzene and coal tar, respectively, and the
second largest coal gas producer in terms of production volume in 2016. As of December 31, 2016,
there were approximately 550 independent coking enterprises in China, accounting for nearly 70% of
the total production of coke in China.

Our Vertically Integrated Business Model

Leveraging on our scale and strength in coking operations, we have established a vertically
integrated business model along the coking chemical value chain mainly through acquisition of
companies engaging in downstream production. The following diagram shows the acquisitions that we
completed during the Track Record Period:

May May October December
2014 2015 2016 2016
i | | | |
Time | | | | >
Shanghai Jinyuan Bohigh Jinning
Jinma Chemicals Chemical Energy
(Trading) (Production and sale of (Production and sale of ~ (Sale of coal gas)
benzene based chemicals) coal tar based chemicals)

We recover valuable by-products generated from our coking process, mainly crude benzene, coal
tar and crude oven gas, and process them into a series of refined chemicals and energy products. For
more details, please see “— Our Products.” On the one hand, our vertically integrated business model
enables us to maximize the value of our coking by-products, thereby allowing us to achieve a high
recovery and re-utilization business model; on the other hand, this business model allows us to tap the
market for downstream products, including the LNG business that we are currently developing, which
is clean energy actively promoted by the PRC government.

Our Business Segments

We currently operate our businesses in five major business segments, namely the manufacturing
and sale of coke, coking by-products, refined chemicals and energy products segments and our trading
segment.

Coke is the key raw material used in the production of iron and steel in blast furnace and we
mainly sell our coke to iron and steel manufacturers. We produce coke with the specifications required
by our customers. Coal is the key raw material used in our production process. We source coal from
a wide sourcing network comprising state-owned mine bureaus and local coal plants. We typically
enter into annual supply contracts with our coal suppliers with indicative quantities we plan to
purchase.
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Crude benzene and coal tar are generated as by-products in our coking process. We process such
by-products to derive refined chemicals. Our refined chemicals consist of two principal categories: (i)
benzene based chemicals derived from crude benzene, mainly pure benzene and toluene; and (ii) coal
tar based chemicals derived from coal tar, mainly coal asphalt, anthracene oil and industrial
naphthalene. We primarily sell our refined chemicals to chemical companies and trading companies.
We also process the crude oven gas generated as another by-product from our coking process into coal
gas and use it to heat our coking furnaces, sell it to customers or use it to generate steam and

electricity.

In addition, capitalizing on our years of operations in the coking chemical industry and our
long-term relationships with coal suppliers, we engage in coal and coal mining equipment trading
mainly through our trading company located in China (Shanghai) Pilot Free-Trade Zone. We believe
the trading of coal and coal mining equipment allows us to enhance our cost advantage from bulk
purchase, explore new revenue streams and expand our procurement network. The following table sets
forth a breakdown of our revenue by business segment during the Track Record Period:

Year ended December 31, Four months ended April 30,

2014 2015 2016 2016 2017

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)

Coke 1,919,231 74.9 1,522,290 67.8 2,058,932 62.4 402,470 57.5 1,146,733 65.1
Coking
By-Products 332,045 13.0 170,071 7.6 102,504 3.1 36,319 5.2 3,775 0.2

Refined Chemicals

Benzene based

chemicals — — 236,730 10.5 537,374 16.3 142,266 20.4 263,890 15.0

Coal tar based
chemicals — — — — 61,833 1.9 — — 149,509 8.5
Energy Products 133,126 5.2 126,872 5.7 176,690 5.4 58,806 8.4 92,189 5.2
Trading 173,897 6.8 179,937 8.0 353,155 10.7 55,297 7.9 100,223 5.7
Others 5,375 0.1 8,831 0.4 8,146 0.2 4,192 0.6 4,484 0.3
Total 2,563,674 100.0 2,244,731 100.0 3,298,634 100.0 699,550 100.0 1,760,803 100.0

Our strength in coking operations enables us to extend our product portfolio further downstream
in the coking chemical value chain and tap into new segments in the energy market. Our joint venture
company, Jinjiang Refinery, sources coal gas from us and produces high value-added hydrogen. As a
continuing effort in extending our vertical integration business model and expanding our product
portfolio along the coking chemical value chain, we intend to engage in the production and sale of
LNG. We are currently constructing our LNG facilities and we expect to commence the commercial
production of LNG in the first quarter of 2018. For more details, please see “— Future Plan.”

We market and sell our coke, refined chemicals and energy products primarily through direct
marketing by our sales and marketing department and, with respect to our refined chemicals, also
through online trading platforms. Our key coke customers, Maanshan Steel Group and Jiangxi
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PXSteel, are also our Shareholders. For more details, please see “— Sales And Marketing —
Customers” and “Continuing Connected Transactions — Continuing Connected Transactions — B.
Continuing connected transactions subject to annual review, disclosure and independent
Shareholders’ approval requirements.”

Our Production

As of April 30, 2017, we were capable of producing approximately 2.1 million tons of coke (on
a moist-free basis), processing approximately 120,000 tons and 180,000 tons of crude benzene and
coal tar, respectively, and generating approximately 1,000 million m® of coal gas per annum. Our
production facilities are located at Jiyuan in Henan province, where we occupy a total site area of
approximately 907,586.4 square meters. We have developed all our production and processing
facilities for coke, coking by-products, refined chemicals and energy products in Huling Industrial
Chemical Park. Our facilities are strategically designed to interconnect through pipelines, allowing
direct and efficient delivery of raw materials and products through pipelines among our different
production and processing facilities. The direct transmission allows us to save transportation cost and
reduce inventory to achieve operational efficiency. We are able to, for example, deliver the crude
benzene and coal tar generated from our coking process to our subsidiaries through direct pipelines
for their further processing. In addition, our production base is located in close proximity to
transportation infrastructure, such as national railway networks and major highways. We own a
designated private railway that directly connects our production facilities to the Jiaozhi railway, which
allows us to transport and handle the loading and unloading of our products and raw materials in an
efficient manner without incurring time and costs in double handling.

We are highly committed to optimal resource utilization and environmental protection
throughout our production cycle. We have adopted a number of environmentally responsible measures
to alleviate the impact of our operations on the environment. During our coking process, we are able
to recover and re-utilize valuable coking by-products produced which can be further processed to
produce refined chemical products or coal gas. Our coal gas is then re-utilized by us to heat our coking
furnaces, sell to customers or generate steam and electricity. Upon completion of development of our
LNG production facilities, we expect to use part of the coal gas generated from our coking process
to produce LNG to further optimize our resource utilization. We are also able to recover and utilize
the heat dissipated in our production processes and recover wastewater for re-use after appropriate
treatment. We endeavor to develop and deploy new technologies and know-how to improve the energy
and resource utilization efficiency and minimize the environmental impact of our production
processes.

Our Performance

We experienced certain fluctuations in our revenue, gross profit and gross profit margin during
the Track Record Period, for more details, please see “Financial Information.” For the years ended
December 31, 2014, 2015 and 2016, our revenue was approximately RMB2,563.7 million,
RMB2,244.7 million and RMB3,298.6 million, respectively, representing a CAGR of approximately
13.4% from 2014 to 2016. Our revenue increased from approximately RMB699.6 million for the four
months ended April 30, 2016 to approximately RMB1,760.8 million for the four months ended April
30, 2017. Our gross profit for the years ended December 31, 2014, 2015 and 2016 was approximately
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RMB177.8 million, RMB125.4 million and RMB435.2 million, respectively, representing a CAGR of
approximately 56.5% from 2014 to 2016. Our gross profit increased from approximately RMB32.7
million for the four months ended April 30, 2016 to approximately RMB282.3 million for the four
months ended April 30, 2017. Our gross profit margin for the years ended December 31, 2014, 2015
and 2016 and the four months ended April 30, 2016 and 2017 was approximately 6.9%, 5.6%, 13.2%,
4.7% and 16.0%, respectively. Our net profit margin for the same periods was approximately 4.1%,
1.1%, 8.1%, 0.5% and 9.8%, respectively. For the years ended December 31, 2014, 2015 and 2016, our
adjusted net profit was approximately RMB45.7 million, RMB17.6 million and RMB228.3 million,
respectively, and our adjusted EBITDA was approximately RMB197.8 million, RMB147.1 million and
RMB429.6 million, respectively. We recorded an adjusted net loss of approximately RMBO0.8 million
for the four months ended April 30, 2016, and an adjusted net profit of approximately RMB168.7
million for the four months ended April 30, 2017. Our adjusted EBITDA for the four months ended
April 30, 2016 and 2017 was approximately RMB37.1 million and RMB276.8 million, respectively.

OUR COMPETITIVE STRENGTHS

We believe we have the following competitive strengths that will enable us to maintain our
leading position in the coking chemical value chain in the PRC:

We are the second and third largest independent coking enterprise in terms of sales revenue and
production volume of coke, respectively, in Henan province focusing on quality production.

According to Frost & Sullivan, we are the second and third largest independent coking enterprise
in terms of sales revenue and production volume of coke, respectively, in Henan province in 2016. We
are also the second largest and the third largest producer of crude benzene and coal tar, respectively,
and the second largest coal gas producer in terms of our production volume among independent coking
enterprises in Henan province in 2016. With our large manufacturing scale and consistent quality of
our products, we have established a reputable brand in Henan province and nearby regions where our
products are sold. We believe that our brand name has become synonymous with reliable products
which consistently meet the quality and delivery requirements of our customers. With an increasing
demand for coke, refined chemicals and coal gas in iron and steel and other downstream industries
attributable to robust construction activities and economy recovery, we believe we are well-positioned
to capitalize on the rising demand for our products in the PRC.

We operate a vertically integrated business model where we produce coke and process coking
by-products recovered from our coking process into refined chemicals and energy products. The
business model enables us to diversify our revenue streams. We were one of the first batch of
enterprises in the PRC and the first enterprise from Henan province to meet the standards of the Entry
Conditions in 2005. According to China Coking Industry Association, as of the end of 2015, we were
one of the 363 out of more than 600 coking enterprises in China that were admitted under the 2014
revised version of the Entry Conditions. In recognition of our product quality, production capability
and management competence, we were accredited as “Henan Top 100 Private Enterprises” and “The
National Iron and Steel Industry Advanced Group” by Henan Federation of Industry and Commerce

and China Iron and Steel Industry Association in 2016 and 2015, respectively. We were also awarded
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the “Certificate of Scientific and Technological Achievement” in recognition of our development and
application of coking furnace with height of 5.5 meters by the Henan Science and Technology
Department in 2009. As a significant player in the industry, we are an executive member of China
Coking Industry Association and the vice chairman of Henan Metals Society.

In addition, we were accredited as one of the “National Environmental and Greenery Exemplary
Units” by National Greenery Committee in 2013 and “National Ecological and Cultural Exemplary
Enterprises (The First Batch)” by China Eco-Culture Association in 2010, and we obtained the
“Energy Saving, Emission Reduction, Technology Innovation Enterprises Awards in Henan” jointly
awarded by several governmental authorities in Henan province in 2010. For details of the awards,
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please see “— Awards and Recognition.”

We have established a vertically integrated business model along the coking chemical value chain
and all our production facilities are pipeline-interconnected and located in the same industrial
park.

Leveraging on our strength in coking operations, we have established a vertically integrated
business model in the production and processing of coke, coking by-products, refined chemicals and
energy products. We are a leading coke producer in Henan province and the sales of coke have
constituted and will continue to constitute a significant portion of our revenue. Through the
installation of chemical recovery equipment in our coking facilities, we are able to recover and process
valuable by-products generated from our coking process into a wide range of higher value benzene
based and coal tar based refined chemicals and coal gas and sell them to generate revenue. During the
four months ended April 30, 2017, the revenues generated from the sales of coke, coking by-products,
refined chemicals and energy products were approximately RMB1,146.7 million, RMB3.8 million,
RMB413.4 million and RMB92.2 million, respectively, representing approximately 65.1%, 0.2%,
23.5% and 5.2% of our total revenue during the same period.

Our production facilities are all located in the same industrial park. Our production facilities are
interconnected by a pipeline network, allowing direct and efficient delivery of raw materials and
products through pipelines among these facilities. We believe the direct transmission enables us to
save transportation cost to achieve operational efficiency. We are able to, for example, deliver the
crude benzene and coal tar generated in our coking facilities to our subsidiaries, Jinyuan Chemicals
and Bohigh Chemical, respectively, through direct pipelines for their further processing. In addition,
we process the crude oven gas generated as another by-product from our coking process into coal gas
and use it to heat our coking furnaces, sell it to customers or use it to generate steam and electricity.
We provide coal gas through our pipeline network to our customers and our joint venture company,
Jinjiang Refinery, for its generation of hydrogen.

We believe our vertically integrated business model underpinned by a pipeline network enables
us to efficiently extend and diversify our product portfolio, increases our sales and profitability and
reduce our exposure to market volatilities and price fluctuations with respect to any single product.
Moreover, we believe this integrated and interconnected platform provides a solid base for us to
extend our business further along the coking chemical value chain and tap into new downstream
market, including the LNG market.
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We possess advanced technologies and industry know-how and have facilities to facilitate
environmentally responsible production and compliance with increasingly stringent emission
standards.

We are highly committed to optimal resource utilization and environmental protection
throughout our production cycle. We have adopted a number of environmentally responsible measures,
such as desulfurization and denitrification of exhaust gas and treatment of used water, to alleviate the
impact of our operations on the environment. For the years ended December 31, 2014, 2015 and 2016
and the four months ended April 30, 2017, we incurred approximately RMB2.1 million, RMBS5.8
million, RMB25.2 million and RMB6.6 million, respectively, of capital expenditure in relation to our
investment in environmental protection facilities. We are eligible for the preferential tax treatment in
relation to comprehensive resource utilization, pursuant to which part of our sales of ammonium
sulfate, which is produced by refining crude oven gas, constitutes non-taxable income. We believe the
optimal utilization of resource differentiates us from our competitors, enabling us to achieve higher
profitability, reinforce our leading position and sustain our long-term development in the PRC coking
chemical industry.

Through the facilities operated by a third party based on a build, operate and transfer
arrangement, we currently use dry quenching technology in two of our four coking furnaces to cool
coke by circulating inert gas instead of spraying water. The dry quenching process results in lower
carbon dioxide and sulfur dioxide emission and thermal energy loss and it helps to improve the quality
of coke which leads to less coke consumption in the blast furnace in the production of pig iron. In
addition, the process allows recovery of thermal energy in the quenching gas that can then be sold by
us. We plan to fully implement the dry quenching technology for all our coking furnaces. According
to Frost & Sullivan, as of the end of 2016, only about 8.0% of the independent coking enterprises in
China have implemented the dry quenching technology in its coke production. For more details, please
see “Future Plans and Use of Proceeds.”

As a large-scale coke producer and coking by-products processor, we are well-positioned to
benefit from future industry consolidation.

We have established ourselves as a large-scale coke producer and coking by-products processor
in Henan province. As of April 30, 2017, we were capable of producing approximately 2.1 million tons
of coke (on a moist-free basis), processing approximately 120,000 tons and 180,000 tons of crude
benzene and coal tar, respectively, and generating approximately 1,000 million m* of coal gas per
annum. According to Frost & Sullivan, we are the second and third largest independent coking
enterprise in Henan province in terms of sales revenue and production volume of coke, respectively,
in 2016 and were one of the three independent coking enterprises in Henan province that had a
production volume of over 2.0 million tons of coke in the same year.

We believe that the scale of our production operations enables us to achieve economies of scale
which allows us to produce quality products at a competitive cost and ensures optimal operations of
our integrated business. The PRC government has been elevating the entry barrier of coal chemical
industry by raising the industry entry conditions, aiming at phasing out small-scale and
technologically primitive operations with a view to ensuring efficient and environmentally responsible
production. Furthermore, we believe China’s increasingly tight environmental laws and regulations
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will continue to promote consolidation within the industry. Pursuant to the 13th Five-Year Planning
Guidelines for the Coking Industry issued by China Coking Industry Association in 2016, the industry
plans to eliminate as much as 50 million tons of production capacity of outdated coking enterprises.
The Ministry of Industry and Information Technology of the PRC raised the level of requirements
which coke production enterprises should meet by amending the Entry Conditions in 2014 to upgrade
the coking industry and promote market order. According to China Coking Industry Association and
Ministry of Industry and Information Technology of the PRC, as of the end of 2015, the number of
coking enterprises which were admitted under the 2014 revised Entry Conditions only represented
approximately 60.3% of all coking enterprises in China. We believe that, as a large-scale producer
operating a vertically integrated business model optimizing the resource recovery and re-utilization,
we are able to compete effectively against our competitors and are well-positioned to benefit from the

forthcoming industry consolidation.

We are in close proximity to quality coal supply and markets with strong coke demands as well

as convenient transportation network.

Coal is the key raw material used in our production of coke. Our production base is in close
proximity to Shanxi province, a province that is rich in quality coal reserves. According to Frost &
Sullivan, Shanxi province is the largest coal production province in China, which produced
approximately 168.0 million tons of coal in 2016, representing approximately 38.6% of the total coal
production in China during the same year. The close proximity of our production bases to these coal
reserves has ensured us with a cost-efficient access to major coal suppliers in Shanxi province.

Coke is a key raw material and is used as an irreplaceable reducing agent, heat agent and column
skeleton in the blast furnace production of iron and steel. Our production base is near Anhui, Jiangxi,
Jiangsu and Hubei provinces which are the main iron and steel production provinces. According to
Frost & Sullivan, in 2016, the demand for coke in each of Anhui, Jiangxi, Jiangsu and Hubei provinces
exceeded the supply in the same province by approximately 2.6 million tons, 4.0 million tons, 14.2
million tons and 3.9 million tons, respectively. Since we are situated in close proximity to markets

with strong coke demands, we believe we are well-positioned to capture demands in such market.

In addition, we produce and sell coal gas to industrial users located in Huling Industrial
Chemical Park through our coal gas transmission systems. Given the inherent technical difficulties in
the storage and transportation of coal gas, we believe our transmission system which consists of
pipelines directly connecting our facilities with our customers’ gives us competitive edge over
suppliers without such pipeline system in securing customers located nearby.

Our production base is also close to the national railway network, major highways and
expressways in Northern China, which ensures timely and efficient transportation for our products and
raw materials. We believe railway transportation is an integral part of our transportation arrangements
for our coal and coke as it offers high capacity service at relatively low cost. We own a designated
private railway that directly connects our production facilities to the Jiaozhi railway, which allows us
to transport and load and unload our products and raw materials in an efficient manner without

incurring time and costs in double handling. In addition, we take advantage of major highways and
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expressways in Henan province for short-haul transportation needs, such as product delivery to our
customers with no access to railroads. Our convenient location and direct connection with the public
railway network allow us to secure stable, efficient and cost effective transport for our products and

raw materials and respond to our customers’ requirements in a timely manner.

We have a diversified base of Shareholders, ranging from large state-owned enterprises to
private companies and some of them are our long-term customers, as well as an experienced and

dedicated management team.

Our Shareholders comprise both state-owned and private enterprises. We have been operating
under a unique corporate structure befitting from both the corporate governance system adopted by
state-owned enterprises and responsive management style of well-established private enterprises.
Maanshan Steel and Jiangxi PXSteel were the Shareholders which initially established our Predecessor
in 2003 and have since then been our Shareholders. According to Frost & Sullivan, in 2016, Maanshan
Steel Group and Jiangxi PXSteel Group ranked 7th and 20th, respectively, in the Chinese pig iron
market, with a market share of approximately 2.5% and 1.3%, respectively. Maanshan Steel Group and
Jiangxi PXSteel Group were the largest and second largest, respectively, iron and steel enterprise in
Anhui province and Jiangxi province, respectively, in terms of pig iron production volume in 2016.
We have been supplying coke to Maanshan Steel and Jiangxi PXSteel Group since 2004. Pursuant to
the Maanshan Steel Framework Agreement and Jiangxi PXSteel Framework Agreement, Maanshan
Steel Group and Jiangxi PXSteel Group shall purchase at least 800,000 and 400,000 tons of coke,
respectively, from us annually for each of 2017, 2018 and 2019. We expect the sales to them will
continue to constitute a significant portion of our revenue. For more details, please see “— Sales and
Marketing” and “Continuing Connected Transactions — Continuing Connected Transactions — B.
Continuing connected transactions subject to annual review, disclosure and independent
Shareholders’ approval requirements.” We believe the business partnership established on the basis of
the ownership in our Company and their requirement for quality and stable supply of coke, which we
have been delivering, allows us to secure base demand for our products thus mitigating our risk in
market volatilities.

Our executive Directors and senior management team have extensive experience and an in-depth
understanding of the coal chemical industry. Mr. Yiu Chiu Fai, the executive Director and chairman
of our Board, has over 20 years of experience in investing in coal chemical industry. Mr. Wang
Mingzhong, an executive Director, has over 20 years of experience in the operation and management
in the coke, coal gas and chemicals industries. Our management team works closely together to
formulate and execute our business and growth strategies. In particular, our management team’s
in-depth understanding of our operations and the specific requirements of our customers enables us
to maintain close relationships with our customers and suppliers, optimize our facilities and logistics
design to achieve operational efficiency and ensure our product quality meets our customers’
expectations. They have fostered a dedicated, close and cohesive corporate culture which we believe
is instrumental to our continued success. We believe the stability of our competent management team
will enable us to continue to capture future market opportunities. For more details of our management

team’s experience, please see “Directors, Supervisors and Senior Management.”
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OUR STRATEGIES

We intend to continue to strengthen and grow our current leading market and industry position
while maximizing shareholder value. To achieve our goals, we intend to pursue the following
strategies:

We will continue to invest in production technologies and enhance the efficiency of our coke
production facilities.

We intend to continue to deploy advanced production technologies and upgrade our production
facilities to maintain our leading position in the industry. In particular, we plan to invest in production
technologies designed to maintain continuous compliance with tightening environmental regulations

and boost production efficiency.

For example, through the facilities operated by a third party based on a build, operate and
transfer arrangement, we use dry quenching technology in two of our four coking furnaces to cool our
coke by using inert gas instead of spraying water. We believe the dry quenching technology enhances
the quality of our products to better meet our customers’ needs. For instance, we are able to produce
coke with higher mechanical strength, which is required for large iron-making blast furnaces. The dry
quenching process also enables recovery of thermal energy in the quenching gas that is then used for
the production of steam and electricity, and results in lower carbon dioxide and sulfur dioxide
emission, thereby reducing environmental pollution. In addition, the dry quenching process consumes
approximately 115.0 to 125.0 kgce/t of energy, which is approximately 40.0 kgce/t less than what the
wet quenching process consumes. We plan to implement this process to our two remaining coking
furnaces and expect the implementation will commence by the second quarter of 2018 and the
operation of such facilities will commence by the second quarter of 2019. The total estimated capital
expenditure in relation to our dry quenching facilities is approximately RMB162.0 million. We expect
our total annual coke production capacity will remain at approximately 2.1 million tons (on a
moist-free basis) after the completion of our dry quenching facilities for coking furnaces 1 and 2.
However, we expect our dry quenching facilities for coking furnaces 1 and 2, once completed, will
achieve an annual production capacity of approximately 1.0 million tons of coke (on a moist-free
basis) with higher mechanical strength, and the thermal energy recovered in the quenching gas will
then produce approximately 244.8 thousand tons of steam and approximately 870.7 thousand kwh of
electricity. We plan to use the proceeds from the Global Offering to fund the implementation of this

process. For more details, please see “Future Plans and Use of Proceeds.”

Furthermore, our know-how on coal blending enables us to produce coke of desired properties,
including ash, sulfur and water content, mechanical strength and size. We believe we are able to tailor
our coke production to our customers’ specifications, without having to adjust our production lines for
coke at significant additional costs, by blending a wide variety of less expensive coal to reduce the
use of more expensive coal. For more details on coal blending, please see “— Production Process —
Coke.” We intend to continue research on coal blending solutions, in particular solutions targeting
requirements for large blast furnace production, to ensure we are at the forefront of coal blending

technology and application.
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We plan to capitalize on the market demand for clean energy driven by the PRC government’s
environmental policies and extend our value chain further downstream by producing LNG.

Leveraging our successful track record and past experience in vertically integrating our coking
chemical value chain, we intend to extend further downstream to produce clean energy products,
mainly LNG. According to Frost & Sullivan, the PRC government has in recent years implemented
multiple policies to promote clean energy. One of these policies is to increase the share of natural gas
in China’s energy consumption mix to lower carbon dioxide emissions and reduce environmental
pollution. Natural gas combustion generates less carbon dioxide emissions than fossil fuels and,
therefore, will play an important role in the economy’s transition to lower carbon dioxide emissions.

According to Frost & Sullivan, the PRC government has issued various policies and plans to
encourage the development of alternative fuels, including the production of LNG, to meet the
increasing demands of natural gas in China. The use of LNG is encouraged in a wide range of
industries, such as the use of natural gas as a substitute for petrol in the automobile industry. The
construction of more natural gas stations is thus encouraged to support such substitution. We believe
we are well-positioned to capitalize on these opportunities in the expanding LNG market brought by

the government’s initiatives.

Our current large-scale production of coal gas from coking operation allows us to produce LNG
at a lower cost. We believe the LNG production enables us to maximize our recovery and utilization
of coking by-products and produce products that are more valuable and transportable than coal gas.
We have commenced the construction of our LNG production facilities in the first quarter of 2017. We
expect the commercial production of LNG to commence in the first quarter of 2018. The total
investment in our LNG project is estimated to be approximately RMB641.5 million. We expect that
our LNG production facilities, once completed, will achieve an annual production capacity of

3 of LNG. In addition, in order to secure a sufficient amount of coal

approximately 123.0 million m
gas for the full production of LNG, we plan to invest approximately RMB174.5 million in building
a new gastification furnace. With the new gastification furnace, we plan to produce coal gas by heating
the smaller coke granules sieved from our coke production in an oxygen environment. This new
facility is expected to produce approximately 500.0 million m> of lower calorific value coal gas
annually, replacing approximately 300.0 million m® of higher calorific value coal gas generated from
our coking process, which we primarily use to heat our coking furnaces. We plan to use the coal gas

of higher calorific value to produce LNG.

We have entered into letters of intent with logistics and industrial customers and gas companies
which are Independent Third Parties for the sale and distribution of our LNG. To support the
distribution, we plan to deliver LNG with our LNG transportation trucks to targeted industrial users
that require clean fuel for their production. In addition, we plan to invest approximately RMB125.0
million to build four gas stations located in Jiyuan with a total refilling capacity of approximately 80.0
million m® of gas per year to target heavy trucks and buses.

We plan to use certain portion of the proceeds from the Global Offering, cash from our operations
and bank loans to fund the construction of our LNG production facilities and coke granules coal gas
facilities. For more details, please see “— Future Plan” and “Future Plans And Use Of Proceeds.”
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We will continue to develop and sustain our relationships with key customers and diversify our

customer base.

We seek to sustain and further develop our long-term relationships and strategic alliances with
leading players in the industries where our customers operate. We will continue to cultivate our
relationships with Maanshan Steel and Jiangxi PXSteel, our Shareholders and major customers,
through long-term sales arrangements that facilitate production planning for us and them. For more

113

details, please see “— Sales and Marketing” and “Continuing Connected Transactions.” We mainly
produce coke larger than approximately 25mm in diameter, which are provided to major iron and steel
manufacturers that use large blast furnaces in their production and require larger-sized coke. We
believe the PRC government will continue to phase out small-scale and technologically primitive iron
and steel operations, which are generally considered less environmental friendly, by promoting
industry consolidation. We believe our products will continue to give us a competitive edge in
developing and sustaining our relationships with major iron and steel manufacturers that are expected

to benefit from this industry trend.

With respect to the sales of our refined chemicals, we plan to attract larger chemical industry
customers that have stricter quality and reliable supply requirements, but are less sensitive to price.
We will strive to meet our customers’ requirements in quality, quantity and product variety by
leveraging our scale of production, and by obtaining timely feedback on the quality of our products
and services through close communication. We will also continuously evaluate opportunities to
introduce new products into our production lines and adjust our product mix to include higher value
products or products with stronger market demand.

Currently, we supply our coal gas to glass manufacturing plants and metal refineries. We also sell
a portion of the coal gas to our joint venture company, Jinjiang Refinery, for hydrogen production. We
intend to strengthen our relationships with existing coal gas customers while expanding our market
reach by producing and selling LNG in 2018. We plan to explore the markets for these products in
areas near Jiyuan and have targeted large-scale industrial users and logistics enterprises as our major
customers. We will also tap into the growing LNG vehicle retail market through our four LNG gas
stations to be built in Jiyuan. We have entered into letters of intent with logistics and industrial
customers and gas companies which are Independent Third Parties for the sale and distribution of our

LNG and we believe the introduction of LNG can further diversify our customer base.

We will continue to invest in our facilities for environmentally responsible production and

implement measures to further reduce emissions to achieve long-term sustainable development.

We believe minimizing environmental impact of our production processes and implementing
effective measures to reduce emissions are key to our long-term development in the coking chemical
industry. We made significant investments in environment protection processes and equipment, such
as the construction of desulfurization and denitrification system for our coking furnaces and sewage

processing system, during the Track Record Period.
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Furthermore, certain of our major investments in facilities and technologies are aimed at
enhancing our operational efficiency and reducing environmental pollution. Our planned investment
in dry quenching technology, for example, aims to help us produce better quality coke while reducing
our carbon footprint by recovering heat generated from the quenching process. Our planned
investment in LNG project also exemplifies our efforts in refining coal gas production to cleaner
energy. The residual gas from our LNG production, including hydrogen, can be reused in our
production process as fuel for heating our coking furnaces, thereby reducing the environmental impact
caused by gas emissions.

We are also dedicated to improving our manufacturing site management to minimize the impact
of our operations on the environment. We plan to build an approximately 48,000.0 m? sheltered coal
storage yard with a wind dust fence to prevent coal dust pollution. We intend to further invest in waste
water treatment, focusing on enhancing our waste water recycling capabilities and developing
water-saving measures. Our treated water can be reused in our production processes. We will continue
to implement technologies and measures through research to increase the recycle or reuse of
by-products generated from our coking process and continue to reduce emissions levels.

We will pursue opportunities to expand our business through selected acquisitions, joint ventures
and partnerships.

We have historically expanded our business by acquiring companies engaged in the processing
of downstream products. We successfully acquired and consolidated the management and operations
of Jinyuan Chemicals and Bohigh Chemical, which is mainly engaged in the production and sale of
benzene based and coal tar based chemicals in May 2015 and October 2016, respectively. We have also
formed a joint venture company, Jinjiang Refinery, with Luoyang Refinery and a non-wholly owned
company, Jinrui Energy, for the development and production of hydrogen and LNG, respectively. We
intend to continue to pursue opportunities to grow our business and expand our product range. We will
follow a disciplined approach in evaluating acquisitions to ensure there are clear synergies and solid
value creation. We also intend to seek partnerships or joint ventures as a lower-cost alternative to
acquisitions, with a particular focus on opportunities that will lead to successful expansion and
long-term strengthening of our market position. We may also establish joint ventures and partnerships
with reputable enterprises that can facilitate expansion into selected markets where appropriate. As of
the Latest Practicable Date, we had not identified any acquisition or joint venture targets or entered
into any legally binding agreement in respect of any potential acquisition.

OUR PRODUCTS

We are an integrated producer of coke, coking by-products, refined chemicals and energy
products in Henan province. Our coking by-products mainly include crude benzene, coal tar and crude
oven gas. We mainly sold our crude benzene and coal tar to Jinyuan Chemicals and Bohigh Chemical,
respectively. After the acquisitions of these two companies, we continue to supply crude benzene and
coal tar internally to them for their further processing and the purchases and sales have been
eliminated as intra-group transactions upon consolidation of the Group’s financials. We process the
crude oven gas generated from our coking process to derive coal gas and utilize it to heat our coking
furnaces, sell it to customers or to generate steam and electricity. Our refined chemicals consist of two
principal categories, namely benzene based chemicals and coal tar based chemicals. We consolidated
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the sales of benzene based chemicals and coal tar based chemicals from June 2015 and November
2016, respectively, after we completed our acquisition of Jinyuan Chemicals and Bohigh Chemical.
Our energy products mainly include coal gas. We are also engaged in the trading of mainly coal and
coal mining equipment. Below are the photographs of some of our products:

Coke Crude benzene Coal tar Pure benzene
Toluene Coal asphalt Anthracene oil Industrial naphthalene

The table below sets out a breakdown of our revenue by our business segment and principal
product for the Track Record Period. During the years ended December 31, 2014, 2015 and 2016, our
total revenue was approximately RMB2,563.7 million, RMB2,244.7 million and RMB3,298.6 million,
respectively, representing a CAGR of approximately 13.4% from 2014 to 2016. Our total revenue
increased from approximately RMB699.6 million for the four months ended April 30, 2016 to
approximately RMB1,760.8 million for the four months ended April 30, 2017.

Year ended December 31, Four months ended April 30,

2014 2015 2016 2016 2017

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)

Coke 1,919,231 74.9 1,522,290 67.8 2,058,932 62.4 402,470 57.5 1,146,733 65.1
Coke 1,812,674 70.7 1,434,337 63.9 1,945,640 59.0 375,692 53.7 1,081,636 61.4
Coke breeze 106,557 4.2 87,953 3.9 113,292 3.4 26,778 3.8 65,097 3.7

Coking By-Products 332,045 13.0 170,071 7.6 102,504 3.1 36,319 5.2 3,775 0.2
Crude benzene 148,048 5.8 36,684 1.6 — — — — — —
Coal tar 173,833 6.8 120,558 5.4 92,039 2.8 32,359 4.6 — —
Other coking

by-products‘"’ 10,164 0.4 12,829 0.6 10,465 0.3 3,960 0.6 3,775 0.2

Refined Chemicals — — 236,730 10.5 599,207 18.2 142,466 20.4 413,399 23.5

Benzene based
chemicals
Pure benzene — — 183,257 8.1 429,738 13.0 108,396 15.6 217,028 12.3
Toluene — — 30,975 1.4 62,522 1.9 19,736 2.8 26,573 1.5
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Year ended December 31,

Four months ended April 30,

2014 2015 2016 2016 2017
RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %
(Unaudited)
Other benzene
based
chemicals® — — 22,498 1.0 45,114 1.4 14,334 2.0 20,289 1.2
Coal tar based
chemicals
Coal asphalt — — — — 30,871 0.9 — — 78,431 4.5
Anthracene oil — — — — 13,674 0.4 — — 33,596 1.9
Industrial
naphthalene — — — — 10,356 0.3 — — 20,928 1.2
Other coal tar
based
chemicals® — — — — 6,932 0.3 — — 16,554 0.9
Energy Products 133,126 5.2 126,872 5.7 176,690 5.4 58,806 8.4 92,189 5.2
Coal gas 131,780 5.1 119,544 5.3 153,387 4.7 51,577 7.4 85,189 4.8
Other energy
products™® 1,346 0.1 7,328 0.4 23,303 0.7 7,229 1.0 7,000 0.4
Trading®’ 173,897 6.8 179,937 8.0 353,155 10.7 55,297 7.9 100,223 5.7
Others® 5,375 0.1 8,831 0.4 8,146 0.2 4,192 0.6 4,484 0.3
Total 2,563,674 100.0 2,244,731 100.0 3,298,634 100.0 699,550 100.0 1,760,803 100.0

(1)  Other coking by-products mainly include ammonium sulfate.

(2)  Other benzene based chemicals mainly include xylene, heavy benzene and non-aromatic hydrocarbons.

3) Other coal tar based chemicals mainly include wash oil.

(4)  Other energy products mainly include heat generated from coke production process.

(5)  Trading mainly involves the trading of coal and coal mining equipment.

(6)  We provide certain services such as fire prevention and management services to companies located in the Huling

Industrial Chemical Park, such as Jinyuan Chemicals, Bohigh Chemical and Jinning Energy before we acquired them and

to our joint venture company, Jinjiang Refinery. We recognized the fees in relation to these services as other revenue.
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The following table sets forth the average selling price (net of VAT) and sales volume of each

of our principal products during the Track Record Period according to our internal records:

Year ended December 31,

Four months ended April 30,

2014 2015 2016 2016 2017
Average Average Average Average Average
selling Sales selling Sales selling Sales selling Sales selling Sales
price" volume price” volume price” volume price” volume price volume
RMB/ton "000 tons, RMB/ton '000 tons, RMB/ton "000 tons, RMB/ton "000 tons, RMB/ton "000 tons,

except coal  except coal

gas in gas in
RMB/m? million m*
Coke 882.6 2,174.6
Coke 901.0 2,011.8
Coke breeze 654.4 162.8
Coking
By-Products
Crude benzene 5,564.9 26.6
Coal tar 2,085.1 83.4
Refined Chemicals
Benzene based
chemicals —
Pure benzene — —
Toluene — —
Coal tar based
chemicals —
Coal asphalt — —
Anthracene
oil — —
Industrial
naphthalene — —
Energy Products 0.44
Coal gas 0.44 301.5
(D

except coal  except coal

gas in gas in
RMB/m’? million m’
665.4 2,287.8
679.9 2,109.8
494.0 178.1
3,454.7 10.6
1,490.1 80.9
3,837.8
3,935.3 46.6
4,383.6 7.1
0.48
0.48 251.3

except coal  except coal

gas in gas in
RMB/m’ million m*
917.1 2,245.1
958.6 2,029.8
526.2 215.3
1,348.5 68.3
4,244.5
4,502.2 95.5
4,233.5 14.8
1,911.0
1,831.2 16.9
1,477.2 9.3
3,095.7 3.3
0.42
0.42 362.5

except coal  except coal

gas in gas in
RMB/M? million m?
535.8 751.1
554.2 677.9
365.4 73.3
1,212.6 26.7
3,713.5
3,902.1 27.8
4,008.3 4.9
0.40
0.40 127.6

except coal  except coal

gas in gas in
RMB/M? million m?
1,509.4 759.7
1,573.5 687.4
900.1 723
5,696.7
6,253.6 34.7
4,707.3 5.65
2,661.5
2,669.2 29.4
2,315.1 14.5
3,329.8 6.3
0.63
0.63 135.7

Calculated by dividing the revenue of each relevant product by the sales volume of such product (on a moist basis for

coke) (except that the average selling prices of the coke segment, benzene based chemicals and coal tar based chemicals

represent the weighted average of the prices of relevant products in the segment or category, respectively), after

intra-group elimination.
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PRODUCTS

The following diagram depicts the main products that we produced or planned to produce as of
the Latest Practicable Date. For more information about these products, please see “— Qur Products”
and “— Future Plan.”
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The following table sets forth the production volume of our coke (on a moist-free basis), coking
by-products, refined chemicals and energy products during the Track Record Period:

Year ended December 31, Four months ended April 30,

2014 2015 2016 2016 2017

(in ‘000 tons, except coal gas in million m’)

Coke 2,094.5 2,089.4 2,077.8 724.8 757.4
Coking By-Products
Crude benzene 26.5 26.0 25.9 8.6 8.6
Coal tar 82.1 78.5 79.1 26.6 27.1

Refined Chemicals

Benzene based chemicals

Pure benzene — 46.3 94.6 30 36

Toluene — 7.1 14.8 5 6
Coal tar based chemicals

Coal asphalt — — 16.9 — 29.5

Anthracene oil — — 7.7 — 15.1

Industrial naphthalene — — 3.3 — 6.3

Energy Products
Coal gas 929.1 891.3 974.5 336.2 331.5
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The following sets forth further information on each of our coke, coking by-products, refined
chemicals and energy products:

Coke

We mainly produce our coke through Jinma Energy. Coke is a hard and dry carbon substance
produced by the distillation of a blend of different types of coal at a high temperature in the absence
of air. According to Frost & Sullivan, in 2016, approximately 85.8% of coke produced in China was
used by the iron and steel industry. Coke is used as the main and irreplaceable reducing agent, heat
agent and column skeleton for the blast furnace. Pig iron is made by feeding iron ore, coke, heated
air and limestone or other fluxes into a blast furnace. The principal customers for our coke are iron
and steel manufacturers in Anhui, Jiangxi, Jiangsu and Hubei provinces.

We produce our coke by the distillation of a blend of different types of coal, including main
coking coal, 1/3 coal, fat coal and lean coal. We have adopted stamp-charging technology which
involves the blending of various types of coal to form coal cakes, allowing us to use less expensive
coal that has higher volatilization and weaker adhesion to produce similar quality of coke that would
otherwise require a higher portion of more expensive coal, such as main coking coal. As a result, we
are able to reduce our reliance on expensive coal and produce quality coke at lower cost. During the
Track Record Period, a substantial portion of our revenue was derived from our production and sale
of coke. During the years ended December 31, 2014, 2015 and 2016 and the four months ended April
30, 2016 and 2017, approximately 74.9%, 67.8%, 62.4%, 57.5% and 65.1%, respectively, of our total
revenue were generated by the sales of coke.

We use coal sourced within approximately 300 kilometers radius from our production base in
Jiyuan, primarily from Shanxi, Henan, Shaanxi and Jiangsu provinces. We produce coke with the
specifications required by our customers and are able to vary the characteristics of coke, such as
raising the thermal energy or enhancing mechanical strength to tailor to our customers’ needs by
adjusting the blend of different types of coal in our production, without having to adjust our
production lines for coke at significant additional costs.

Coking By-Products

Our coking by-products mainly include crude benzene, coal tar and crude oven gas.

Crude benzene. Crude benzene is a light yellow-brown and highly flammable liquid that can be
produced as a by-product in the coking process. It is a highly aromatic material primarily composed
of benzene, toluene and xylene. We utilize our crude benzene to produce our benzene based chemicals
which mainly comprise pure benzene and toluene. Before we acquired Jinyuan Chemicals in May
2015, we sold our crude benzene to it for the production of benzene based chemicals.

Coal tar. Coal tar is a brown or black liquid of high viscosity that can be produced as a
by-product in the coking process. Carbon black oil, coal tar pitch, naphthalene, anthracene oil and
other compounds can be derived through distillation process. These coal tar distillates are used in the
synthesis of numerous products such as plastics, rubbers, fibers, pesticides, dyes, concrete
super-plasticizers, carbon anodes and graphite electrodes. We utilize our coal tar to produce our coal
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tar based chemicals which mainly comprise coal asphalt, anthracene oil and industrial naphthalene.
Before we acquired Bohigh Chemical in October 2016, we sold our coal tar to it through an
Independent Third Party for the production of coal tar based chemicals. We have terminated the sales
relationship with the said Independent Third Party after we acquired Bohigh Chemical.

Crude oven gas. Crude oven gas is produced as a by-product in the coking process. It is mainly
made up of hydrogen, methane and carbon monoxide. After removing impurities, we derive coal gas
which is normally provided for industrial consumption or for our internal use. Before we acquired
Jinning Energy in December 2016, we sold our coal gas to it which on sold the coal gas to other
customers.

We do not currently sell our coking by-products to external customers as we rely on our coking
by-products to produce our refined chemicals and energy products.

Refined Chemicals

We have extended our business along the coking chemical value chain and expanded our product
portfolio to produce and generate revenue from the sales of a full range of refined chemicals through
our acquisition of Jinyuan Chemicals in May 2015 and Bohigh Chemical in October 2016. We mainly
produce our benzene based chemicals through Jinyuan Chemicals and coal tar based chemicals through
Bohigh Chemical.

We produce our refined chemicals by recovering and re-utilizing the crude benzene and coal tar
generated from our coking process, thereby maximizing the value of major coking by-products. During
the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and
2017, our revenue from sales of refined chemicals was nil, approximately RMB236.7 million,
RMB599.2 million, RMB142.5 million and RMB413.4 million, respectively, representing nil,
approximately 10.5%, 18.2%, 20.4% and 23.5%, respectively, of our total revenue for the same
periods.

The following sets forth basic information on our refined chemical product portfolio:

Benzene Based Chemicals

Benzene based chemicals are produced through processing crude benzene. As of the Latest
Practicable Date, our integrated series of benzene based chemicals mainly consist of pure benzene and
toluene.

Pure Benzene. Pure benzene is a colorless, toxic and highly flammable liquid. It is primarily used
as an industrial solvent, a precursor for manufacturing nylon, dyes, plastics, drugs, explosives and
synthetic rubber. The principal customers of our pure benzene are styrene, cyclohexane, aniline,
cyclohexanone and other benzene processors. During the years ended December 31, 2014, 2015 and
2016 and the four months ended April 30, 2016 and 2017, nil, approximately 77.4%, 71.7%, 76.1%
and 52.5%, respectively, of our total revenue from the sales of refined chemicals were generated by
the sale of pure benzene.
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Toluene. Toluene is a colorless, water-insoluble liquid. It is primarily used in manufacturing
sweeteners, drugs and dyes, and can also be used as a solvent. The principal customers of our toluene
are chemical companies. During the years ended December 31, 2014, 2015 and 2016 and the four
months ended April 30, 2016 and 2017, nil, approximately 13.1%, 10.4%, 13.9% and 6.4%,
respectively, of our total revenue from the sales of refined chemicals were generated by the sale of
toluene.

In addition to pure benzene and toluene, we also produce other benzene based refined chemicals
such as xylene, heavy benzene and non-aromatic hydrocarbons. During the years ended December 31,
2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, nil, 10.5%, 16.3%, 20.4%
and 15.0%, respectively, of our total revenue are generated from the sales of benzene based chemicals.

Coal Tar Based Chemicals

Coal tar based chemicals are produced through processing coal tar. As of the Latest Practicable
Date, our integrated series of coal tar based chemicals mainly consist of coal asphalt, anthracene oil

and industrial naphthalene.

Coal Asphalt. Coal asphalt is a sticky, black and highly vicious liquid, semi-solid or solid,
derived from coal tar. It is primarily used by the metallurgical industry in electrode binders. The
principal customers of our coal asphalt are electrolytic aluminum companies. During the years ended
December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, nil, nil,
approximately 5.2%, nil and 19.0%, respectively, of our total revenue from the sales of refined

chemicals were generated by the sale of coal asphalt.

Anthracene Oil. Anthracene oil is dark yellow oil. It is primarily used in the production of
pigments, wood preservatives, insecticides and coating materials. The principal customers of our
anthracene oil are companies that produce carbon black and process anthracene oil. During the years
ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, nil,
nil, approximately 2.3%, nil and 8.1%, respectively, of our total revenue from the sales of refined
chemicals were generated by the sale of anthracene oil.

Industrial Naphthalene. Industrial naphthalene is a white crystalline solid with a characteristic
odor. It is primarily used in the manufacture of concrete super-plasticizers, dyes, plastics and solvents.
The principal customers of our industrial naphthalene are naphthalene processors. During the years
ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and 2017, nil,
nil, approximately 1.7%, nil and 5.1%, respectively, of our total revenue from the sales of refined

chemicals were generated by the sale of industrial naphthalene.

In addition to coal asphalt, anthracene oil and industrial naphthalene, we also produce other coal
tar based refined chemicals such as wash oil. During the years ended December 31, 2014, 2015 and
2016 and the four months ended April 30, 2016 and 2017, nil, nil, approximately 1.9%, nil and 8.5%,

respectively, of our total revenue are generated from the sales of coal tar based chemicals.
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Energy Products

Our energy products mainly consist of coal gas.

Coal Gas. Coal gas is obtained from the crude oven gas generated from our coking process after
it undergoes purification processes to recover crude benzene, coal tar, sulfur and ammonia. Coal gas
is primarily used as domestic fuel or industrial fuel for cities and the carbon monoxide, hydrogen and
methane in the coal gas are important chemical raw materials.

During the Track Record Period, we sold our coal gas to Jinning Energy (which we acquired a
51% interest of in December 2016), which in turn sold the coal gas to glass manufacturing plants,
metal refineries and our joint venture company, Jinjiang Refinery, for its production of hydrogen and
we used the rest of the coal gas to heat our coking furnaces and generate electricity and steam. In 2016,
we sold approximately 40.3% of our coal gas produced in coking process and utilized approximately
59.7% of our coal gas internally to heat our coking furnaces and generate electricity and steam. During
the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016 and
2017, approximately 5.1%, 5.3%, 4.7%, 7.4% and 4.8%, respectively, of our total revenue were

generated by the sale of coal gas.

TRADING

In addition to our production and sale of coke, refined chemicals and energy products, we are
also engaged in the trading of mainly coal and coal mining equipment. Our trading business is
conducted mainly through Shanghai Jinma, a subsidiary that we acquired in May 2014 in which we
own a 75.0% of the equity interest. Shanghai Jinma is located within the China (Shanghai) Pilot
Free-Trade Zone and is qualified for various incentives provided by the government through, for
example, government grant.

In relation to the trading of coal, we source coal from our coal suppliers and primarily sell it to
companies that engage in coke or iron and steel production or power companies or, to a lesser extent,
to Jinma Energy for our internal coke production as an alternative source of supply. We believe the
trading of coal allows us to enhance our cost advantage from bulk purchase, expand our procurement
network and diversify our revenue streams. We typically source coal for trading on the back of our
customers’ orders by entering into annual framework trading agreements with some of our major
suppliers for our trading business during the Track Record Period. Under these framework trading
agreements, the actual purchase amounts in the relevant period are either specified in the respective
sales agreements or subject to further negotiation between the parties. These trading agreements do
not typically set out the minimum purchase amount or include the penalties when the parties fail to
meet any minimum aggregate amounts.

In addition to the trading of coal, we trade coal mining equipment by leveraging on our existing
relationships with coal suppliers. Starting from 2015, we sourced coal mining equipment such as
explosion-proof electrics and high and low-voltage electrical apparatus from electrical equipment
manufacturers and sold it on a trading basis to our coal suppliers which operate coal mines. We believe
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the trading of coal mining equipment further enhances our relationships with our suppliers and
diversifies our revenue sources. Through the operation of a trading platform, we may have access to
the latest market information and we may choose to strategically engage in the trading of different
products when appropriate market opportunities arise.

For the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2016
and 2017, the revenue generated by our trading business amounted to approximately RMB173.9
million, RMB179.9 million, RMB353.2 million, RMB55.3 million and RMB100.2 million,
respectively, accounting for approximately 6.8%, 8.0%, 10.7%, 7.9% and 5.7%, respectively, of our
total revenue, respectively.

FUTURE PLAN

Our strength in coking operations have in the past enabled us to extend our engagement in the
coking chemical value chain mainly through acquisition of companies engaging in the production of
downstream products. We have successfully acquired and consolidated the management and operations
of Jinyuan Chemicals in May 2015 for benzene based chemicals, Bohigh Chemical in October 2016
for coal tar based chemicals and Jinning Energy in December 2016 for the storage and sale of coal gas.
Leveraging on our successful track record and past experience in extending our involvement in the
coking chemical value chain, we intend to further extend our value chain to produce downstream
energy products, mainly LNG.

Background

We strategically target LNG production as the next phase of our development because (i) we have
already engaged in the production of coal gas which allows us to extend the production line to produce
LNG at a lower cost; (ii) the PRC government has been proactively promoting the use of natural gas,
a clean energy, through various policies and planning initiatives in an effort to advance environmental
protection, and we believe we are well-positioned to benefit from and are able to capitalize on market
opportunities in the LNG market as a result of the government’s initiatives; and (iii) the production
of LNG allows us to maximize the value of and further optimize the recovery and re-utilization of our
coal gas and tap into the energy market. For details of the LNG market, please see “Industry Overview
— China Coal Gas Market Analysis — Supply and Demand of LNG in Henan Province” and “Industry
Overview — China Coal Gas Market Analysis — Competitive Landscape of LNG in Henan Province.”

Operation, Technology and Qualifications

We established a subsidiary Jinrui Energy to engage in the development of the LNG project on
May 24, 2016, with the initial registered capital of RMB51.0 million. On December 12, 2016, we
entered into a capital increase agreement with Sichuan Kongfen and Zhengzhou Fuxiang. Currently,
we hold a 71.0% of equity interest of Jinrui Energy, and Sichuan Kongfen and Zhengzhou Fuxiang
hold a 19.0% and 10.0% equity interest of Jinrui Energy, respectively. We signed the contract for land
use right with the government on February 28, 2017 in respect of our LNG production facilities and
we plan to obtain other qualifications and approvals required for the production and sales of LNG,
including but not limited to safety manufacturing license for hazardous chemicals, registration
certificate for hazardous chemicals and certificate of special equipment service registration at a later
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stage when we start to produce and distribute relevant products. As advised by our PRC Legal
Advisors, so long as we comply with the conditional and procedural requirements under the relevant
PRC laws and regulations, there is no legal impediment to obtaining the operating license and other
approvals required for the production and sale of LNG.

We plan to produce LNG from the coal gas that we have been producing and selling. Coal gas
is mainly composed of approximately 57.0% of hydrogen, 26.0% of methane, 8.0% carbon monoxide
and 2.0% carbon dioxide. LNG is in essence liquefied methane and its production begins by increasing
the methane content of the coal gas to over approximately 95.0%. Methane is produced by chemical
reactions between the hydrogen and the carbon monoxide and carbon dioxide in the coal gas facilitated
by specific catalyst under controlled temperature environment. In the process, enormous heat is
generated and is recovered for subsequent usage through generation of steam. The methane
concentrated gas is then liquefied to produce LNG. The remaining hydrogen in the gas is extracted by
a pressure swing absorption process. We entered into a technology transfer agreement in May 2016
with the Southwest Chemical Design Institute for the acquisition of the right to use LNG patented
production technology for RMB3.0 million which is to be paid by installment based on certain
milestones. We expect to fully settle the acquisition cost of use right of the LNG patented production
technology by the end of 2018.

Production Facilities and Investment

We have commenced the construction of our LNG facilities in the first quarter of 2017. We
expect to commence the commercial production of LNG in the first quarter of 2018. Our LNG
production facilities are located in Huling Industrial Chemical Park adjacent to our coal gas
production facilities. Similar to the layout of our other facilities, our LNG production facilities are
designed to interconnect with our other facilities through direct pipelines. The total investment of our
LNG production facilities, mainly including the cost of construction, the cost of equipment
procurement and installation and the initial working capital, is estimated to be approximately
RMB342.0 million. We expect our LNG production facilities, once completed, will achieve an annual
production capacity of approximately 123.0 million m® of LNG. For details of our capital expenditure
plan for our LNG project, please see “Financial Information — Contractual Obligations and Capital
Expenditure.”

Raw Materials and Procurement Plan

Assuming the annual production capacity of our LNG production facilities is fully utilized, we
estimate that our LNG production will require approximately 300.0 million m® of coal gas per year.
In order to secure a sufficient amount of coal gas required for the production of LNG, we plan to build
a new coke granule oxygen gastification furnace to produce coal gas by heating small coke granules
generated in our coking process in an oxygen environment. The new coke granules coal gas facilities,
which are expected to be put into operation during the first half of 2018, are expected to produce
approximately 500.0 million m? of coal gas per year. As the calorific value of the coal gas produced
from coke granules is lower than the same of the coal gas generated from coking process, we plan to
use the coal gas produced from the new coke granules coal gas facilities internally to heat our coking
furnaces and generate steam and electricity and spare the higher calorific value coal gas generated
from the main coking process for LNG production or external sales.
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Sales and Marketing Plan

In addition, we are in the process of implementing the sales and marketing plan of our LNG
product. We plan to invest approximately RMB125.0 million in the construction of four gas stations
located in Jiyuan with a total refilling capacity of approximately 80.0 million m* of gas per year, two
of which are expected to be completed during the second half of 2017, while the other two are
expected to be completed during the first half of 2018. All four gas stations are expected to be put into
operation in 2018. We established Jinrui Gas for the operation of these gas stations. After the
completion of our gas stations, we will also supply our gas stations with LNG purchased externally

from gas suppliers in nearby regions.
Upon the completion of all of our LNG production facilities, we currently plan to supply:

° approximately 30.0% of our LNG to our gas stations targeting logistics customers, heavy

trucks and buses; and
° approximately 70.0% of our LNG directly to industrial customers and gas companies.

As a result of the active promotion of clean energy and development of LNG in Henan province
by the PRC government, along with the widespread calls for LNG vehicles, which are
environmentally-friendly vehicles with long lasting fuel efficiency, we believe the LNG market in
Henan province will continue to grow. In light of the competition within the Henan LNG market, we
intend to target logistics customers and an industrial customer that have prior business relationships
with us in our sales and marketing plan for LNG. We have entered into letters of intent with (1)
logistics customers who are Independent Third Parties that provide road transport of ordinary goods
within China, with a concentration in Henan, Shanxi, Hebei and Shandong provinces (one of which
is owned as to 20.0% by Zhengzhou Fuxiang and 20.0% by Zhongyuan Yungong) for the sale of
approximately 39.4 million m® of LNG per year through our gas stations, representing approximately
49.3% of the total refilling capacity of our four gas stations; and (2) an industrial customer in the
metal smelting business and gas companies who are Independent Third Parties for the sale and
delivery of approximately 93.4 million m® of LNG per year, representing approximately 75.9% of our
total production capacity of LNG. The letters of intent specify, among other things, qualitative
specifications of LNG, daily purchase limit, payment terms and the pricing mechanism and volume at
which our LNG will be sold. Our customers will be required to settle the purchase price within the

same month of delivery.
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Financial Information in relation to the LNG Project

Certain financial information in relation to our LNG project is set out below:

Estimated total investment costs approximately RMB641.5 million
e LNG production facilities approximately RMB342.0 million
e gas stations approximately RMB125.0 million
e coke granules coal gas facilities approximately RMB174.5 million

Investment costs break down by nature

e Land acquisition approximately RMB63.0 million
e Construction costs approximately RMB88.9 million
e Purchase and installation of equipment approximately RMB362.6 million
e Project research and planning expenses approximately RMBS51.6 million
e Others approximately RMB75.4 million
Amount incurred as of the Latest Practicable Date approximately RMB133.1 million
Estimated payment schedule All capital expenditure are scheduled to be substantially

made in 2017 and 2018

Source of fund Cash generated from our operations, banks loans and
proceeds from the Global Offering

Investment payback period Eight to nine years after commencement of operation
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PRODUCTION FACILITIES

Our production base is situated in Jiyuan, Henan province in China and occupies a total site area
of approximately 907,586.4 square meters as of the Latest Practicable Date. The geographic location
of our production base is in close proximity to areas with abundant coal resources as well as our target
markets to ensure a stable supply of coal and sales of our products. The following map shows the

geographical location of our production facilities in China:

Heilongjiang

Xinjiang

Taiwan

HainanO

4 Jiyuan, Henan province
® Municipality
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We have developed our production facilities for coke, coking by-products, refined chemicals and
energy products in Huling Industrial Chemical Park. Our facilities are strategically designed to
interconnect through pipelines, allowing direct and efficient delivery of raw materials and products
through pipelines among our different production facilities. The direct transmission allows us to save
transportation cost and reduce inventory and achieve operational efficiency. The layout of our

production facilities, located in Jiyuan, Henan province, are indicated below:
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Layout of our production facilities
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The following table sets forth certain basic information relating to our production base as of the

Latest Practicable Date:

Production facilities Production commencement Annual capacity®
Coking furnace 1 January 2004 500 thousand tons
Coking furnace 2 May 2004 500 thousand tons
Coking furnace 3 January 2008 550 thousand tons
Coking furnace 4 May 2011 550 thousand tons
Crude benzene processing facilities March 2013 @ 120 thousand tons
Coal tar processing facilities September 2005 180 thousand tons

(1) Annual capacity is calculated as of the Latest Practicable Date and refer to production capacity of coke in relation to

coking furnace, processing capacity in relation to crude benzene and coal tar processing facilities.

(2)  Our crude benzene processing facilities are operated by Jinyuan Chemicals, which was established in the PRC on

November 23, 2012 and acquired by us on May 26, 2015.

(3)  Our coal tar processing facilities are operated by Bohigh Chemical, which was established in the PRC on January 29,
2004 and acquired by us on October 20, 2016.

Our coking furnaces are capable of generating approximately 1,000 million m® of coal gas per

annum.

We have established regular maintenance plans for all of our main production facilities. We

generally conduct maintenance and repair when our facilities are not in operation to avoid interruption

to our production. The following table sets forth our main production facilities of our products as of

the Latest Practicable Date:

Products

Main production facilities

Coke

Benzene based chemicals

Coal tar based chemicals

Four coal pulverizers, two coal towers (which is used to feed blended coal
for coal stamping), four coking furnaces and two crude oven gas purification

systems

A set of heating reactor system, a set of crude benzene hydrogenation
extraction system, a set of heavy benzol and slag separation system, and a set
of crude benzene hydrogenation DCS monitoring system

Two coal tar dehydration & de-slag centrifuges, three coal tar heating tubular
furnaces, two anthracene oil distillation towers, four asphalt processing
system, one set of industrial naphthalene distillation tower, and a set of coal

tar processing DCS monitor system
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PRODUCTION PROCESS

The following diagram sets forth our vertically integrated production process as of the Latest
Practicable Date:
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Coke

Coking is the process of distilling a blend of different types of coal at a high temperature in the
absence of air in order to concentrate the carbon in the coal. During the carbonization process, solid
porous coke is produced with crude oven gas released.

The various types of coal have different adhesiveness and volatility properties that affect the
quality of the coke produced. By varying the blend of the different types of coal and without having
to adjust our production lines for coke at significant additional costs, the end coke product could be
made to fit the required specifications of each customer at optimal raw material costs. Our coke
production process, which typically takes slightly over a day, can be described as follows:

Wet and dry -
Ll Sieving |—p| Storage and
quenching & transportation

Purification
Crude and
oven gas recovery

process

Coal Stamping
preparation || and  [pfCarbonization
and blending charging

Cokin
by- £

products

Coal preparation and blending: coals are crushed, blended and filled in the coal towers. Through
our process of blending, we are able to vary the characteristics of our coke in order to meet our
customers’ specifications, such as raising the thermal energy or enhancing mechanical strength,
by adjusting the blend of different types of coal input in our production without adjusting our
production lines for coke at significant additional costs.

Stamping and charging: charging is a process of loading the coking furnace with blended coals.
Instead of loading the coal from the top of the coking furnace, we employ the stamp-charging
technology, whereby the blended coals are first compressed by stamping with mechanical
hammers to form coal cakes in order to increase the density of the charging coal. The
stamp-charging allows us to use less expensive coal that have high volatilization or weak
adhesion to produce similar quality coke that would otherwise require a higher percentage of
more expensive coal.

Carbonization: the coal undergoes distillation at a high temperature in the absence of air which
leads to the decomposition of the coal into a plastic state. The coal is then resolidified. During
resolidification, solid porous coke is formed with concentrated carbon content, while volatile
components of the coal evaporate to form crude oven gas.

Wet and dry quenching: after carbonization, the red-hot coke is pushed from the coking furnace
onto the quenching cart and taken to the quenching tower or dry quenching furnace for rapid
cooling.

Cooling can be done by coke wet quenching, namely by spraying water. However, this traditional
method results in high emission of carbon dioxide and loss of thermal energy. A more advanced
method is coke dry quenching, whereby coke is cooled using inert gas. This process allows for
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the recovery of thermal energy in the quenching gas that is then used for the production of steam
and electricity. Coke dry quenching also improves the quality of coke and enables less coke
consumption in the blast furnace in the production of pig iron from iron ore. Furthermore, the

improved quality of coke also allows for the use of less expensive coal in the process.

Purification and recovery process: coking by-products, including coal tar and crude benzene, are
purified and recovered from the crude oven gas, also a coking by-product. The residual crude
oven gas is then further purified into the high calorific value coal gas. For more details, please

3

see “— Production Process — Coking By-Products.”

Sieving: after quenching, conveyor belts transport the coke to sieving devices where the coke is
sorted according to size. We mainly produce coke larger than 25mm in diameter.

Storage and transportation: the sieved coke is transported to our storage areas for subsequent
delivery to our customers by rail or road transportation.

Coking By-Products

Crude

Coal tar benzene

3 A

Crude Purification
oven and
gas recovery

process

When coal is carbonized under high temperature, the coal undergoes a series of physical and
chemical reactions. After such reactions, volatile components of the coal evaporate to form crude oven
gas, a coking by-product, from which other coking by-products, including coal tar and crude benzene

are condensed, extracted and recovered.
Refined Chemicals

Coking by-products can be further refined into our vertically integrated series of refined

chemicals.

Benzene Based Chemicals: Pure Benzene, Toluene and Others

Pure
benzene
Crude

benzene Hydrogenation Separation »| Extraction »| Distillation

AN
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We derive benzene based chemicals by adding hydrogen to crude benzene. The impurities
contained in the crude benzene react with the hydrogen, which are then separated. The residual
materials then undergo a series of separation process, mainly, extractive distillation process to

separate pure benzene, toluene and other products.

Coal Tar Based Chemicals: Coal Asphalt, Anthracene Oil, Industrial Naphthalene and Others

Anthracene
oil
. Medium
Dehydration »| Distillation y/ (emperature —> Heat treatment
/ asphalt

y

Crude phenol
> extraction » Distillation Industrial

separation process naphthalene

Coal tar is first heated in a tube furnace and placed into a dehydrator. The resultant dehydrated
anhydrous coal tar is then sent to an evaporating tower to separate volatile chemicals from coal tar.
The volatile mixtures removed from the evaporator are delivered to a distillation tower to produce coal

tar based chemicals, including coal asphalt, anthracene oil, industrial naphthalene and other products.
Energy Products

We derive coal gas from crude oven gas after removing impurities. Coal gas contains
approximately 57.0% of hydrogen and 26.0% of methane. We generally produced approximately 450.0

m> of coal gas from making each ton of coke during the Track Record Period.

During the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30,
2016 and 2017, approximately 67.5%, 70.2%, 59.7%, 58.9% and 58.0% of coal gas generated from our
main coking process was for our internal use and approximately 32.5%, 29.8%, 40.3%, 41.1% and
42.0% of such coal gas was sold. We plan to engage in the production and sale of LNG in the future.

113

For more details, please see “— Future Plan.” In order to secure a sufficient amount of coal gas
required for the production of LNG, we plan to build a new coking furnace to produce coal gas by
heating lower value and small coke granules generated from our coking process in an oxygen
environment. The new coke granules coal gas facilities are expected to produce approximately 500.0
million m? of coal gas per year mainly for our internal use and to spare more high calorific value coal
gas, which had been used during the Track Record Period to heat our coking furnaces and generate

steam and electricity, for the production of LNG or external sale. For more details, please see “—

Future Plan.”
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RAW MATERIALS AND SUPPLY

Raw Materials

The principal raw material used for coke production is coal. During the Track Record Period, we
principally sourced four different types of coal: main coking coal, 1/3 coal, fat coal and lean coal, all
of their prices are affected by their availability, character and quality. Our total cost of raw materials
in our manufacturing segments constituted approximately 91.4%, 89.2%, 89.8%, 88.7% and 93.3% of
our total cost of production for our manufacturing segments for the years ended December 31, 2014,
2015 and 2016 and the four months ended April 30, 2016 and 2017, respectively. Our cost of coal for
our manufacturing segments constituted approximately 100.0%, 92.0%, 83.2%, 80.5% and 79.3% of
our total cost of raw materials for our manufacturing segments for the same periods. For more details,
please see “Financial Information.” We purchased coal from suppliers located in regions around our
production base including Shanxi, Henan, Shaanxi and Jiangsu provinces in the PRC.

As for the production of our refined chemicals, in addition to the crude benzene and coal tar that
we produce internally, we source these materials externally as the quantity of by-products generated
from our coking process is not sufficient to satisfy the need of our production of refined chemicals.
The principal raw material for the production of our energy products is crude oven gas, which is
derived from our main coking facilities.

Procurement Process

Coals are key raw materials to our entire operations. The ability to source cost competitive coals
for our operations helps us to better manage raw materials costs and further enhance the quality and
stability of our coal supply. We purchase the required coal in accordance with the production plans
prepared by our production department, which takes into account actual coke requirements of our
customers from time to time. We enter into legally binding annual supply contracts with our key coal
suppliers. These supply contracts generally specify the indicative quantities of coal that we plan to
purchase in the relevant period. Some of our supply contracts set out the indicative purchase price but
the actual purchase prices are normally subject to adjustment based on prevailing market conditions
at the time of purchase. We are typically responsible for the cost of transporting the coal from our
suppliers to our production facilities.

We source our coal from large state-owned mine bureaus and local coal plants. In consideration
of intensifying competition in the coking industry, entering into supply contracts with state-owned
mine bureaus ensures the stability of our supply as these mine bureaus typically own and operate coal
mines and possess abundant coal reserves at their disposal. The prices of the coal offered by
state-owned mine bureaus, however, are normally less negotiable. Sourcing a certain portion of coal
from local coal plants gives us certain flexibility in the negotiation of price and coal characteristics.

Although we usually enter into annual supply contracts, we have established long-term
relationships with most of our suppliers. We generally select suppliers based on a number of factors,
including their pricing, delivery time, quality of coal, operating history, track record and location. For
potential suppliers, we conduct research on their coal quality, production processes and technologies
before we source any raw materials from them. We will only commence contractual negotiations with
the relevant suppliers if the coke produced from coal samples meets our quality standards. We also
carefully review each supplier’s performance and quality before deciding whether to renew the
relevant contract upon expiration.
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In addition to coal, we mainly source crude benzene and coal tar for our production of refined
chemicals. As the amount of crude benzene and coal tar generated from our coking process is not
sufficient to meet the production requirement of our refined chemical products we also procure crude
benzene and coal tar from third party suppliers. During the Track Record Period, we sourced crude
benzene and coal tar from more than 10 suppliers, mainly coking enterprises, located in Henan, Shanxi
and Shaanxi provinces. We typically enter into legally binding annual supply contracts with our
suppliers for crude benzene and coal tar which mainly set out the quality requirement and payment and
delivery methods, but the actual quantities and price of the products are based on the orders that we
place from time to time. We are normally required to make the payment prior to the delivery of
products. The purchase prices for crude benzene and coal tar are normally determined based on
prevailing market price at the time of purchase. We usually confirm our purchase based on weekly

purchase orders due to the rapid changes in the prices of crude benzene and coal tar.

Suppliers

We aim to establish long-term relationships with our suppliers with reliable production
capabilities and logistics networks. We are not dependent on any single supplier for the procurement
of our raw materials during the Track Record Period. During the Track Record Period, we did not
experience any difficulty in sourcing the coal or coking by-products that are necessary for our
production processes. During the years ended December 31, 2014, 2015 and 2016 and the four months
ended April 30, 2016 and 2017, purchases from our five largest suppliers accounted for approximately
55.9%,45.1%, 37.2%, 38.5% and 33.8% of our total purchases, respectively, while purchases from our
largest supplier accounted for approximately 19.2%, 13.9%, 9.0%, 14.1% and 9.6% of our total
purchases, respectively. The tables below sets forth certain information with respect to five largest
suppliers during the Track Record Period:

Year Ended December 31, 2014

Approximate
percentage to

our total
purchases for
the year ended

Length of
relationship
with us as of

Products Place of Credit period December 31, December 31,
Rank Five largest supplier supplied business (months) 2014 (%) 2014 (years)
1. Supplier A Coal Shanxi 1 or 19.2 10
prepayment‘"
2. Supplier B Coal Jiangsu 1 or 17.2 7
prepayment‘"
Supplier C Coal Henan 1 8.0
Supplier D Coal Henan 1 6.8
Supplier E Coal Hubei 1 4.7 1

(1)  Per negotiation on a case-by-case basis
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Year Ended December 31, 2015

Approximate
percentage to
our total Length of
purchases for  relationship

the year ended with us as of

Products Place of Credit period December 31, December 31,
Rank Five largest supplier supplied business (months) 2015 (%) 2015 (years)
1. Supplier F" Coal Shanxi 1 or 13.9 11
prepayment®
2. Supplier G Coal Shanxi 1 or 9.4 1
prepayment®
3. Supplier B Coal Jiangsu 1 or within five 7.6 8
days®
4. Supplier C Coal Henan 1 7.4 3
Supplier H® Coal Henan 1 or 6.8 5
prepayment®

(1)  Suppliers A and F belong to the same group. The separate disclosure of our purchase from each of them does not affect
the ranking of our top five suppliers as we mainly transacted with only one of the companies in this group during any
given year or during the four months ended April 30, 2017 in the Track Record Period, while the transactions with other
companies in the same group are of insignificant amount, representing an aggregate of less than 0.5% of our total
purchase during each of 2014, 2015 and 2016 and the four months ended April 30, 2017.

(2) Per negotiation on a case-by-case basis

(3)  Suppliers D and H belong to the same group. The separate disclosure of our purchase from each of them does not affect
the ranking of our top five suppliers as we mainly transacted with only one of the companies in this group during any
given year or during the four months ended April 30, 2017 in the Track Record Period, while the transactions with other

companies in the same group are of insignificant amount, representing an aggregate of less than 0.5% of our total

purchase during each of 2014, 2015 and 2016 and the four months ended April 30, 2017.

Year Ended December 31, 2016

Approximate
percentage to
our total
purchases for
the year ended

Length of
relationship
with us as of

Products Place of Credit period December 31, December 31,
Rank Five largest supplier supplied business (months) 2016 (%) 2016 (years)
1. Supplier I Coal Shanxi 1 9.0 2
2. Supplier J Coal Shanxi 1 7.9
3. Supplier F Coal Shanxi 1 7.1 12
4. Supplier K Coal Shanxi 1 or within two 6.8 1

weeks "

5. Supplier G Coal Shanxi 1 or 6.4 2

(1)  Per negotiation on a case-by-case basis
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Four Months Ended April 30, 2017

Approximate
percentage to

our total
purchases for  Length of
the four relationship

months ended

with us as of

Products Place of Credit period  April 30, 2017 April 30, 2017
Rank Five largest supplier supplied business (months) (%) (years)
1. Supplier K Coal Shanxi 1 9.6 2
2. Supplier L Coal Shanxi 1 7.5 0.6
3. Supplier M Coal Shanxi 1 7.3 0.5
4. Supplier I Coal Shanxi 1 4.8 2
5. Supplier N Coal Shanxi 1 4.6 2

Save as disclosed above, as of the Latest Practicable Date, none of the Directors or their
respective associates, or any Shareholders of our Company, who, to the best of the Directors’
knowledge, owns 5% or more of our issued shares, has any interest in any of our five largest suppliers.
For additional information on our counterparty risk, please see “Risk Factors — Risks Relating to Our
Business — We are exposed to counterparty risks in our contracts.”

Water Supply

All of the water we use in our production is pumped from a reservoir, processed and filtered by
us on site using our own water processing facility. We also recover wastewater and recycle for re-use
after appropriate treatment on site. We have not experienced any material disruption in water supply
during the Track Record Period.

Energy

We have two power generators of approximately 6,000.0 kwh each, which supplied up to
approximately three quarters of our electricity needs during the Track Record Period and enabled us
to lower our overall cost of electricity. The dry quenching method that we adopt to cool our coke
allows for the recovery of heat in the quenching gas. We entered into an energy management contract
with a company specializing in energy saving and environmental technology company (the “Energy
Company”) on November 8, 2013 in relation to the construction of the dry quenching facilities with
respect to two of our coking furnaces and the subsequent energy management arrangements. Pursuant
to the agreement, the Energy Company undertakes the project on a build, operate and transfer basis
where it builds the dry quenching facilities and operates it for 15 years before it transfers the facilities
to us at nil cost in 2030. Before the facilities are transferred to us, we sell the heat generated from
the dry quenching process to the Energy Company at an agreed price of RMB25 per ton for the heat
generated in the production of one ton of coke, and in turn, the Energy Company sells the steam and
electricity that it generates from the heat back to us at an agreed price of RMB140 per ton of steam
and RMBO0.62 per kwh of electricity.
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We obtained the remaining electricity that we require from the power grid operated by the
government. The price of electricity purchased from the power grid in the PRC is subject to
government control. We have not experienced any material disruption in electricity supply during the
Track Record Period. For the years ended December 31, 2014, 2015 and 2016 and the four months
ended April 30, 2017, our average electricity consumption was approximately 8.9 million kwh, 8.7
million kwh, 8.8 million kwh and 3.8 million kwh per month, respectively.

SALES AND MARKETING

Sales and Marketing

We strive to build stable and long-term relationships with our customers. We had a sales and
marketing team that consisted of around 23 employees as of April 30, 2017 in Henan province
responsible for the sales and marketing of coke and refined chemicals. We market our products
primarily by direct marketing through our sales and marketing department and, with respect to our
refined chemicals, also through online trading platforms.

We conduct our sales and marketing efforts mainly through our sales and marketing teams and
maintain close relationships with our key customers. Our sales and marketing teams also work to
identify business and market opportunities, engage in business networking, organize logistics, deepen
relationships with our existing customers and cultivate relationships with potential customers. We
identify and target iron and steel manufacturers, chemical companies and coal gas users with whom
we believe we can develop long-term relationships. We intend to concentrate our sales efforts on
enhancing our services to major customers and developing new customers. We believe that the close
contacts between our staff and our customers further strengthens our relationships with our customers.

We sell our refined chemicals to chemical companies and, given the commodity nature of such
products and the fact that refined chemicals are used in a broad range of industries, we also sell the
products to trading companies in the chemical industry. In some cases, we sell our coke to trading
customers when they have existing business relationships with established iron and steel
manufacturers and can offer better payment terms. We are normally approached by trading customers
for such sales. During the years ended on December 31, 2014, 2015 and 2016 and the four months
ended April 30, 2016 and 2017, our sales to trading customers (namely customers who are not the end
users of our products) amounted to approximately RMB378.7 million, RMB424.2 million, RMB652.5
million, RMB189.6 million and RMB356.4 million, respectively, representing approximately 14.8%,
18.9%, 19.8%, 27.1% and 20.2% of our revenue for the respective year.

Sales Contracts

Coke. We typically enter into legally binding annual sales agreements with our coke customers
covering the general terms of our cooperation. The annual agreements mainly specify, among other
things, the specifications and standards of the products that the relevant customer will purchase from
us, the delivery and transportation arrangements and payment terms. Our coke customers typically
provide monthly indications of the quantities of coke they expect to order. We negotiate the actual
sales prices from time to time generally based on prevailing market price in the regions where we sell
our coke. Save for the arrangements contained in the Maanshan Steel Framework Agreement and
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Jiangxi PXSteel Framework Agreement, our customers are not obliged to purchase any fixed or
minimum amount of coke from us, and we are not obliged to supply to the relevant customers any
fixed or minimum amount of coke. Our contracts with key coke customers typically require them to
settle the purchase price within the same month of delivery or to prepay the purchase price. We adjust
our credit terms from time to time based on market supply and demand and availability of
transportation capacity in the target market during relevant period.

Refined chemicals. With respect to the sale of our refined chemicals, we enter into legally
binding sales agreements with our refined chemical customers with a term of several weeks or one
year or for one-off transactions. The sales agreements typically provide for types of products, delivery
and transportation arrangement and payment terms, and we sell our products at the price and volume
either specified in the agreements or negotiated on a weekly basis generally based on prevailing
market price in our target market. If our agreements are for one-off transactions, the agreements would
set out the volume, price, delivery and transportation arrangement and payment terms applicable to
that transaction. We also sell certain products, mainly ammonium sulfate, anthracene oil, industrial
naphthalene and toluene, through online trading platforms operated by Independent Third Parties in
China. We only confirm the sales with interested buyers by entering into sales agreements after they
place orders online. We believe the online platform offers us with an opportunity to access to a wider
range of customers for the sale of our refined chemicals. We require most of our refined chemical
customers to prepay the purchase prices and generally only grant credit terms of not more than two
weeks in limited cases.

Coal gas. Before we acquired Jinning Energy in December 2016, we sold our coal gas to it which
on sold the coal gas to other customers. We enter into legally binding sales agreements with our coal
gas customers for a term of one year or several months. The sales agreements typically specify, among
other things, calorific value and hydrogen sulfide content of the coal gas, delivery arrangement and
payment terms. We sell our coal gas at the price and volume (taking into account around 5%
fluctuation) specified in the agreements or we supply coal gas to our customers for 24 hours a day
during the term of the agreement and calculate payment based on coal gas meter readings. Our
contracts with our coal gas customers typically require them to prepay the full amount or a portion
of the purchase price or to settle the purchase price within three days of receipt of invoice.

We believe we are selected by our customers based on factors such as proximity, stability of our
supply, product quality and cost. According to our sales contracts, product return is only permitted if
there are quality issues. For the years ended December 31, 2014, 2015 and 2016 and the four months
ended April 30, 2017, none of our products were returned by our customers, and we had not received
any material complaints or claims in relation to the products sold that would affect our business,
financial position or results of operations.

Customers

We have built a diversified customer base. Our key customers are large-scale iron and steel
manufacturers for coke, and chemical companies and trading companies for refined chemicals. During
the Track Record Period, we sold our coal gas to Jinning Energy, which in turn sold the coal gas to
glass manufacturing companies, metal refineries and to our joint venture company, Jinjiang Refinery,
for its production of hydrogen. Jinning Energy became our subsidiary in December 2016.
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Our sales with trading customers are normally on better payment terms under which they are
required to make prepayment before delivery. We do not involve in or have any control over the
subsequent sales by these trading customers, how they set the selling prices or how much stock they
will keep after we sell them the products. In connection with the sale of coke to coke trading
customers, we would be able to identify the end users as we are customarily required to deliver our
products directly to the end users’ facilities or designated depots. We do not typically have knowledge
of the identity of end users of our refined chemical if the products are sold to trading customers. Our
key customers are located within approximately 1,000 kilometers for coke and 300 kilometers for
refined chemicals radius from our production base in Jiyuan, primarily from Anhui, Jiangxi, Hubei,

Henan and Shandong provinces.

During the Track Record Period, our aggregated sales to our major customers, Maanshan Steel
and Jiangxi PXSteel Group represented approximately 55.2%, 48.8%, 40.4%, 31.7% and 48.1% of our
revenue for the years ended December 31, 2014, 2015 and 2016 and the four months ended April 30,
2016 and 2017, respectively. For more details of our relationship and our sales arrangements with
these two customers, please see “Relationship with Maanshan Steel, Jiangxi PXSteel Group and Other
Related Parties and Connected Persons.” During the years ended December 31, 2014, 2015 and 2016
and the four months ended April 30, 2016 and 2017, sales to our five largest customers accounted for
approximately 78.5%, 71.1%, 61.2%, 50.0% and 66.0% of our total revenue, respectively, while the
sales to our largest customer accounted for approximately 31.2%, 30.3%, 27.2%, 25.0% and 24.9% of
our total revenue, respectively. The tables below sets forth certain information with respect to five

largest customers during the Track Record Period:

Year Ended December 31, 2014

Approximate
percentage to our Length of

total revenue for relationship

the year ended with us as of
December 31, December 31,
Products Place of 2014 2014
Rank Five largest customer supplied business Credit period (%) (years)
1. Maanshan Steel Coke Anhui Six months or 31.2 11
prepayment‘"
2. Jiangxi PXSteel Coke Jiangxi Within the 24.0 11
Group® transaction month
3. Customer A Coke Jiangsu Prepayment” 9.4
4. Bohigh Chemical Coal tar Henan Within the 7.3
transaction month
5. Jinyuan Chemicals Crude benzene Henan Within the 6.6 2

transaction month

(1)  Per negotiation on a case-by-case basis

(2) " Include the sales to four companies in Jiangxi PXSteel Group
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Year Ended December 31, 2015

Approximate
percentage to our
total revenue for
the year ended
December 31,

Length of
relationship
with us as of
December 31,

Products Place of 2015 2015
Rank Five largest customer supplied business Credit period (%) (years)
1. Maanshan Steel Coke Anhui Six months or 30.3 12
prepayment‘"
2. Jiangxi PXSteel Coke Jiangxi Within the 18.5 12
Group® transaction month
3. Customer A Coke Jiangsu Prepayment” 10.4 3
4. Bohigh Chemical Coal tar Henan Within the 6.2 5
transaction month
5. Yugang Coking Coal Henan On the 10th of the 5.7 3
month following
invoice
(1)  Per negotiation on a case-by-case basis
(2)  Include the sales to four companies in Jiangxi PXSteel Group
Year Ended December 31, 2016
Approximate
percentage to our Length of
total revenue for relationship

the year ended
December 31,

with us as of
December 31,

Products Place of 2016 2016
Rank Five largest customer supplied business Credit period (%) (years)
1. Maanshan Steel Coke Anhui Six months or 27.2 13
prepayment‘"”
2. Jiangxi PXSteel Coke Jiangxi Within the 13.2 13
Group® transaction month
3. Customer B Coke Jiangsu Prepayment 8.9 1
4. Customer C Pure benzene  Henan Within three days of 6.9 4
delivery
5. Yugang Coking Coal Henan On the 10th of the 5.0 4
month following
invoice
(1) Per negotiation on a case-by-case basis
(2)  Include the sales to two companies in Jiangxi PXSteel Group
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Four Months Ended April 30, 2017

Approximate
percentage to our
total revenue for
the four months

Length of
relationship
with us as of

Products Place of ended April 30, April 30, 2017
Rank Five largest customer supplied business Credit period 2017 (%) (years)
1. Maanshan Steel Coke Anhui Six months or 24.9 13
prepayment‘"
2. Jiangxi PXSteel Coke Jiangxi Within the 23.2 13
Group® transaction month
Customer B Coke Jiangsu Prepayment 9.4
4. Customer C Pure benzene  Henan Within three days of 5.9 4
delivery
5. Customer D Coke Hubei One month 2.6 1

(1)  Per negotiation on a case-by-case basis

(2)  Include the sales to two companies in Jiangxi PXSteel Group

Given our vertically integrated business model throughout the coking chemical value chain and

our trading business operation which trades different products in the market, some of our customers

are also our suppliers or vice versa. Out of our top five customers in each of the years ended December
31, 2014, 2015 and 2016 and the four months ended April 30, 2017, one, two, one and nil of our
customers were also our suppliers during the Track Record Period, respectively. The table below sets

out the cost of our purchase from each of these customers/suppliers and its approximate percentage

to our total cost of purchase and the types of the products sold and procured by us during each of the
years ended December 31, 2014, 2015 and 2016:

Approximate
percentage to
our total cost

of purchase for

2014

Bohigh Chemical®
2015

Bohigh Chemical
Yugang Coking™®
2016

Yugang Coking

Cost of the relevant
purchase period Products we sold Products we procured
RMB’000 %
— — Coal tar and coal gas Wash oil
1,596 Below 0.1% Coal tar and coal gas Wash oil
12,694 0.7% Coal Crude benzene®™
29,598 1.1% Coal Crude benzene
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(1)

2)

(3)

Bohigh Chemical was our supplier in 2015 and 2016. Our sales to Bohigh Chemical represented approximately 7.2%,
6.1%, 3.1% and nil of our total revenue for the years ended December 31, 2014, 2015 and 2016 and the four months ended
April 30, 2017, respectively.

Our sales to Yugang Coking represented approximately 5.3%, 5.7%, 5.0% and 1.3% of our total revenue for the years
ended December 31, 2014, 2015 and 2016 and the four months ended April 30, 2017, respectively.

We procured crude benzene from Yugang Coking since 2015 after we acquired Jinyuan Chemical.

In addition, out of our top five suppliers in each of the years ended December 31, 2014, 2015

and 2016, one of our suppliers was also our customer. Among our top five suppliers during the four

months ended April 30, 2017, two were also our customers. The table below sets out the revenue

attributable to sales to such suppliers or customers and their respective approximate percentage to our

total revenue and the types of the products procured and sold by us during the years ended December
31, 2014, 2015 and 2016 and the four months ended April 30, 2017:

Approximate percentage to
our total revenue for the

Revenue relevant period Products we procured Products we sold®
RMB’000 %

2014

Supplier 1" — — Coal Thermal coal

2015

Supplier 1" 4,774 0.2% Coal Thermal coal

2016

Supplier 1" — — Coal Thermal coal

2017

Supplier 2® 4,267 0.2% Coal Thermal coal

Supplier 3 22 Below 0.1% Coal Coal mining equipment

(1) Supplier 1 includes different companies in the same supplier group and it was our supplier from 2014 to 2016 and also

(2)

(3)

4)

our customer in 2015. Our procurement from Supplier 1 (including the procurement from other companies in the same
group) represented approximately 19.3%, 14.3%, 7.4% and 4.6% of our total cost of purchase for the years ended
December 31, 2014, 2015 and 2016 and the four months ended April 30, 2017, respectively.

Supplier 2 was our supplier and also our customer in the four months ended April 30, 2017. Our procurement from
Supplier 2 represented approximately nil, nil, 0.2% and 7.6% of our total cost of purchase for the years ended December
2014, 2015 and 2016 and the four months ended April 30, 2017, respectively.

Supplier 3 was our supplier during the Track Record Period and also our customer in 2016 and the four months ended
April 30, 2017. Our procurement from Supplier 3 represented approximately 0.2%, 2.0%, 2.4% and 4.6% of our total cost
of purchase for the years ended December 2014, 2015 and 2016 and the four months ended April 30, 2017, respectively.

Mainly sold by our trading company Shanghai Jinma.

For additional information on our counterparty risk and concentration risk, please see “Risk

Factors — Risks Relating to Our Business — We are exposed to counterparty risks in our contracts”

and “Risk Factors — Risks Relating to Our Business — We rely on a limited number of customers and

we do not generally enter into long-term sales contracts with our customers.”
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Save as disclosed above and save as disclosed in “Relationship with Maanshan Steel, Jiangxi
PXSteel Group and Other Related Parties and Connected Persons,” “History, Development and
Reorganization” and “Continuing Connected Transactions — B. Continuing connected transactions
subject to annual review, disclosure and independent Shareholders’ approval requirements — (3)
Purchase of coal tar, crude benzene and coal gas from Yugang Coking,” as of the Latest Practicable
Date, none of the Directors or their respective associates, or any Shareholders of our Company, who,
to the best of the Directors’ knowledge, owns 5% or more of our issued shares, has any interest in any
of our five largest customers. In addition, our Shareholders, Jinma HK, Maanshan Steel, Jiangxi
PXSteel and Jinma Xingye were interested in Jinyuan Chemicals, being one of our top five customers
in 2014, as to 40.5%, 36%, 13.5% and 10%, respectively, prior to the completion of the Jinyuan
Chemicals Equity Transfer Agreement on May 29, 2015. For more details, please see “History,
Development and Reorganization — Corporate History — Our subsidiaries, associated company and
joint venture company.”

Pricing Policy

We generally sell our products based on prevailing market prices in the regions where we sell
our products, with reference to other factors mainly including the raw materials price, the supply and
demand in downstream industries and factors applicable to individual customers such as the
specifications of products and the availability of regional transportation capacity. For the price of
coke, the prevailing market prices are determined and adjusted primarily based on the factory gate
price trends recommended by associations such as the China Coking Industry Association and price
reference on industrial-focused websites including “My Steel” (FXAY#i#49) and “Steel Home”
(#l 2 %¢). The specifications of our products also affect our pricing, as products of higher quality can
generally be sold for higher prices. Key qualities of coke that can increase our selling price include
lower ash content, lower sulfur content, higher mechanical strength and higher thermal energy. Our
customers are typically responsible for the cost of transporting the products from our production
facilities to their sites or designated depots. Some of our refined chemicals, including anthracene oil,
industrial naphthalene, toluene and xylene, are sold through online trading platforms that allow
customers to bid for the products at market prices.

The prevailing market prices are primarily driven by supply and demand and by raw material
cost. The prices of our coke and refined chemicals are subject to frequent negotiation and adjustment,
in some cases several times a month in response to market price fluctuations. We are exposed to the
fluctuation in the prices of our products, for more details, please see “Financial Information —
Factors Affecting Our Results of Operations and Financial Condition — Prices of our raw materials
and products.”

Pricing Risk Management

Since we sell our products and procure our coal generally based on prevailing market prices and
the prices of coal typically move in tandem, though at different speed and magtitude, with the prices
of coke and iron and steel, we believe we are generally able to negotiate the prices of our products
and raw materials taking into account market price fluctuations. Given that (i) we closely monitor the
size of orders placed by our customers, typically on a monthly or weekly basis, to plan our production,
(ii) our production cycle is relatively short thus reducing our exposure to market price fluctuations,
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and (iii) we endeavor to maintain our inventory at a reasonable level to sustain our production without
interruption as well as to avoid inventory risk, we did not enter into any hedging arrangement to hedge
our exposure to changes in the prices of raw materials and products during the Track Record Period.
Going forward, our management team will review our price risk management policy from time to time
and we may consider to engage in hedging activities if we consider that it is commercially reasonable
to mitigate our exposure to market price risk through hedging.

TRANSPORTATION

Our logistics team is responsible for ensuring safe, timely and low cost delivery of our raw
materials and products. Rail transportation is an integral part of our transportation arrangements for
our coal, coke and refined chemicals as it offers high capacity service at relatively low cost as well
as broad geographic coverage across the PRC. We own a designated private railway that connects our
production facilities to the Jiaozhi railway. We have entered into strategic cooperation agreement with
Zhengzhou Railway Bureau, pursuant to which the Zhengzhou Railway Bureau will endeavor to secure
sufficient coal transportation capacity for us. The agreement allows us to secure stable, efficient and
cost effective transport for our products and raw materials.

In particular, we enter into annual agreements with several transportation companies, which set
out the fees payable by us as well as other major terms and conditions of the transportation
arrangements. Specifically, the transportation companies are responsible for loading and unloading the
coal or other products onto and from their trucks, maintaining the quality and quantity of the coal
during transportation. They are also responsible for any accidents or other incidents arising in relation
to the transport trucks or drivers, or any loss of, or damage to, the coal or other products while being
delivered. With respect to road transport, we do not own or operate any vehicle fleets and rely on
certain third party transportation companies.

During the Track Record Period, we did not have any incidents involving significant losses or
material delays in delivery of coal or our products.

Raw Materials — Coal

Our coal is transported from our suppliers to our production facilities or our designated depot
primarily by rail and road transport. For rail transport, the suppliers are generally responsible for
delivering the coal to our designated train station. For road transport, we rely on third party
transportation companies or the suppliers to transport the coal to our production base. We are
generally responsible for the cost of transporting the coal from our suppliers to our production
facilities or designated depot, and the costs were booked in our cost of sales as part of our raw material
cost.

Finished Goods — Coke, Refined Chemicals and Energy Products
We primarily transport our coke and refined chemicals by rail or road. For contracts that specify
delivery destination, we are responsible for the transportation and any accidents or other incidents

arising during the transportation, or any loss of, or damage to, the products while being delivered. We
transport coal gas to our customers via the gas pipelines owned and operated by us which directly
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connect our facilities with our customers. In December 2016, we acquired a 51% interest in Jinning
Energy which operates a gas holder that regulates and balances the pressure within our gas
transmission and distribution system to ensure our pipelines can operate within a safe range of
pressures. We believe we have a competitive edge in securing coal gas customers in Huling Industrial
Chemical Park because the pipelines allows for efficient delivery of coal gas to local industrial users
at a low transportation cost.

Our coking by-products, mainly crude benzene and coal tar, are transferred among our group
companies for the production of downstream refined chemical products through our own pipelines.
During the Track Record Period, we did not have any incidents involving significant losses of our
products through transportation or material delays in delivery of our products.

INVENTORY

Our inventory principally comprises raw materials, especially coal, crude benzene and coal tar.
We endeavor to maintain our inventory at a reasonable level that is sufficient to sustain our production
without interruption. In view of our exposure to market risks associated with fluctuations in raw
materials prices, we may increase or decrease our coal purchase in anticipation of the changes in raw
materials prices. During the Track Record Period, we did not experience any material shortage of raw
materials or any production delays resulting from shortages of raw materials.

The production cycle of our coke is short. We closely monitor the size of orders placed by our
customers, typically on a monthly or weekly basis, to plan our production. During the years ended
December 31, 2014, 2015 and 2016 and the four months ended April 30, 2017, our inventory turnover
days calculated by dividing the average inventory by our cost of sales for the relevant year and then
multiplied by 365 (for a year) or 120 (for the four-month period) were 31 days, 27 days, 17 days and
12 days, respectively. For details, please see “Financial Information — Liquidity and Capital
Resources — Inventory.”

We have designated storage areas for our coal prior to use and our coke before they are delivered.
Our quality control department inspects inventory quality and we keep daily inventory records and
conduct a full inventory count every month. We have generally been able to successfully control our
inventory levels within policy limits.

QUALITY CONTROL

We have always focused on and been committed to ensuring the quality of our products. To
achieve this objective, we have implemented quality control measures at key stages of our operations
from selection of suppliers, supplier management, inspection of raw materials, supervision and control
of production processes and finished product testing. Our quality control measures can be described
as follows:

Selection and management of suppliers: we select our raw material suppliers based on their
production scale, location, track record, economic status, capital, transport capacity, reputation,
and evaluate them based on factors including their operating history, the quality and stability of
the raw materials supplied by them and our prior experience dealing with them.
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Inspection of raw materials: raw materials are tested for their chemical qualities and
specifications when they arrive at our production facilities. We select random samples from each
procurement of coal for testing, and if such sampled coal does not meet our standards, we either
return the entire procurement (in the case of coal that falls substantially below our standards) or
negotiate with the seller for an appropriate reduction in price (in the case of a minor deviation
from our standards).

During the Track Record Period, we have not identified substantial defects in the coal supplied
by our suppliers, there have been no material delays in delivering our raw materials and we have
not suffered any financial loss as a result of defective raw materials.

Production process: throughout all our production processes, inspection and reporting are
conducted at systematic intervals to ensure product quality. For example, prior to the
carbonization process, to ensure that we minimize wastage in our coke production, we maintain
the moisture content to reduce fragmentation of the coal cakes and ensure the strength of the coke
by carrying out chemical analysis of selected samples of coals.

Finished products: we have established testing guidelines setting out the testing procedures and
requirements for our finished products to ensure their specifications are in compliance with our
quality standards before being dispatched to customers with a detailed report of the testing
results. These testing guidelines are reviewed and updated from time to time. We believe that our
ability to maintain the quality of our products helps to avoid our customers’ return of products.

To facilitate close monitoring of our operations and ensure consistency of quality, we hold
monthly quality review meetings where, under the overall supervision of our technology center,
various departments are required to prepare detailed reports on relevant issues and concerns
discovered during their regular quality checks.

We are subject to, among other PRC laws and regulations, the Product Quality Law of the PRC
(N BRI B 2 B 5) and the Regulations on Quality Responsibility for Industrial Products
(L ZEE 5B & B A 6). Under the Product Quality Law, industrial products are required to conform
to existing national and industry standards for ensuring the safety and physical well being of humans
as well as product safety. Failure to comply with such standards may result in the revocation of the
business licenses of the manufacturer and seller of the non-conforming products, the issuance of
government orders to cease production, the confiscation of such products, the levy of penalties up to
a maximum amount equal to three times the value of such products, and the confiscation of proceeds
generated from the sale of such products. Since our establishment, we have not been subject to any
material contractual claims for defective products. We have also been in compliance with all
applicable laws and regulations regarding product quality in all material respects.

We have received an ISO9001:2015 certificate in respect of our quality management system for
our production of coke, coal tar, crude benzene and ammonium sulfate (excluding chemical reagents).
The certificate is valid from December 29, 2016 to December 28, 2019. We have also received an
ISO9001:2008 certificate in respect of our quality management system for our processing of coal tar.
The certificate is valid from February 25, 2016 to September 15, 2018. The ISO certification process
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involves subjecting our production processes and quality management systems to annual reviews and
observations for various periods. We believe this certification process provides an independent
verification to our customers regarding the quality control measures employed in our production

processes.

LAND AND BUILDINGS

As of April 30, 2017, no single property interest that formed part of our non-property activities
(as defined in Rule 5.01 of the Listing Rules) had a carrying amount of 15% or more of our total assets.
Accordingly, we are not required by Chapter 5 of the Listing Rules to value or include in this
prospectus any valuation report of our property interests. As such, according to section 6(2) of
Companies (Exemption of Companies and Prospectuses from Compliance with Provisions) Notice
(Chapter 32L of the Laws of Hong Kong), this prospectus is exempted from compliance with the
requirements of section 342(1)(b) under paragraph 34(2) of the Third Schedule to the Companies
(Winding Up and Miscellaneous Provisions) Ordinance, which requires us to submit a valuation report

for all of our interests in lands and buildings.

Owned Properties in the PRC

As of the Latest Practicable Date, we owned, held or occupied 14 parcels of land with an
aggregate site area of approximately 907,586.4 square meters, 63 buildings or units with an aggregate

gross floor area of approximately 51,045.5 square meters in the PRC.

Land

Our production base is situated in Jiyuan, Henan province in the PRC. We own the production
facilities in Jiyuan and hold valid land use rights for these facilities. As of the Latest Practicable Date,
we obtained real estate ownership certificates for 14 parcels of land with an aggregate site area of
approximately 907,586.4 square meters in the PRC. These parcels of land are primarily for facilities,
production or office use. Our PRC Legal Advisors, EY Chen & Co. Law Firm, have confirmed that the

use of our land does not contravene the use specified in the real estate ownership certificates.

Buildings

As of the Latest Practicable Date, we obtained ownership certificates and real estate ownership
certificates for 63 buildings or units with an aggregate gross floor area of approximately 51,045.5
square meters in the PRC. These buildings are primarily located in Jiyuan at our site and primarily for
facilities, production or office use. Our PRC Legal Advisors, EY Chen & Co. Law Firm, have
confirmed that our use of buildings and structures does not contravene the use specified in the real

estate ownership certificates with respect to our buildings and structures.
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Leased Properties

As of the Latest Practicable Date, we leased one property, with an aggregate gross floor area of
approximately 300.0 square meters in the PRC. This leased property is primarily used as offices. Our
PRC Legal Advisors, EY Chen & Co. Law Firm, have confirmed that the real estate ownership
certificate of the aforementioned leased property has been obtained, our lease agreement with the
lessee was duly signed and properly filed with relevant government authorities, and our leasing of the
aforementioned property complies with the requirements of the relevant PRC laws and regulations and
is legal and valid.

Construction In Progress

As of the Latest Practicable Date, we had two construction projects in progress with the real
estate ownership certificates, construction work planning permits and construction work
commencement permits.

COMPETITION

According to Frost & Sullivan, as of the end of 2016, there were approximately 600 coking
enterprises in China, with only approximately 50 enterprises’ coke production volume exceeding 2.0
million tons in 2016 and around 30 of them were independent coking enterprises. In Henan province,
only three independent coking enterprises produced more than 2.0 million tons of coke in 2016. The
coke production market in China is highly fragmented, with top 10 players accounting for
approximately 14.4% of market share as of the end of 2016.

There are two main types of coking enterprises in China, namely: (i) coking enterprises which
are affiliated with iron and steel producers; and (ii) independent coking enterprises which are not
affiliated with iron and steel producers. Coking enterprises that primarily operate to fulfill their own
internal demand for coke do not compete with us directly. It is the independent coking enterprises that
we compete against in the coking industry. According to Frost & Sullivan, as of the end of 2016, there
were approximately 550 and 20 independent coking enterprises in China and Henan province,
respectively, and we were the second and third largest independent coking enterprise in terms of sales
revenue and production volume of coke, respectively, in Henan province in 2016. We believe that our
main competitors include Shou Shan Coking, Tangshan Zhongrun and Linhuan Coking. They are the
main independent coking enterprises located in Henan, Hebei and Anhui provinces, within a radius of
approximately 300 to 400 kilometers from our production base and an annual production capacity of
coke of at least 2.0 million tons.

There are a large number of small-scale coke and coking chemical manufacturers in Henan
province but we believe that we face limited competition from them, as they are generally unable to
produce the volume our customers require and do not have our reputation as to product quality and
stability of supply. We are the third largest independent coking enterprise in Henan province and the
15th largest independent coking enterprise in China, in terms of our production volume of coke, the
second largest and the third largest producer of crude benzene and coal tar, respectively, and the
second largest producer of coal gas in terms of production volume among independent coking
enterprises in Henan province in 2016, according to Frost & Sullivan. According to Frost & Sullivan,

— 162 —



BUSINESS

we were one of the three independent coking enterprises in Henan province that had a production
volume of over 2.0 million tons of coke in 2016 and our market share of the Henan coke market by
independent coking enterprises in 2016 was 7.9% (calculated by dividing our coke production volume
in 2016 by the total coke production volume of independent coking enterprises in Henan province
during 2016).

The refined chemicals that we produce can also be made from crude oil. Accordingly, we face
competitions from two categories of producers, namely, (i) petrochemical companies which derive
their refined chemicals from crude oil and natural gas; and (ii) coke producers which are able to
recover and re-utilize their coking by-products in their production of coking by-products and refined
chemicals. Currently, a significant portion of the refined chemicals available in the market is made
from crude oil and natural gas. Coking refined chemicals are often taken as cost-competitive
substitutes for petroleum-based refined chemicals given the availability of rich coal resources at
relatively lower price. We believe that our key advantage over these manufacturers is our ability to
produce refined chemicals at lower cost.

According to Frost & Sullivan, in Henan province, there were only around 10 out of 30 coking
enterprises also producing refined chemicals as of the end of 2016. We believe that we have
advantages over these competitors as the scale of our operations enables us to achieve economies of
scale and we have an extended product value chain from our coking by-products. In terms of our coal
gas, we are strategically located within Huling Industrial Chemical Park in Jiyuan and are able to sell
and supply coal gas to local industrial users via interconnecting pipelines. We believe that our
proximity to our coal gas customers enables us to compete qualitatively with our competitors.

Our products compete on product quality and characteristics, stability of supply, production
volume, pricing and timeliness of delivery. We are of the view that our competitive advantages and
strengths, in particular, our product quality, production costs control, scale of production, stability of
supply, strategic location and reliable customer relationships and transportation arrangements, allow

113

us to compete effectively. For details, please see “— Our Competitive Strengths.” As part of our
strategies, we plan to expand our business to capitalize on opportunities in the LNG market in China.
This expansion may result in us competing against new competitors, which in Jiyuan includes mainly
city gas companies and coking companies that produce LNG from coal gas. In addition, we also face
three major barriers in relation to our entry of the LNG market in Henan province, including
certification and qualification, safe operation experience and gas supply capability. For details, please
see “Industry Overview — China Coal Gas Market Analysis — Entry Barriers of the LNG Market in

Henan Province.”

RESEARCH AND DEVELOPMENT

Our research and development program primarily focuses on equipment and production process
upgrade, as well as the environmental protection compliance. We did not incur any significant amounts
on research and development activities during the Track Record Period. We cooperate with major
academic institutions to enhance research and development capabilities. Key areas of research during
the Track Record Period include environmental protection practices such as the desulfurization and
denitrification of smoke and the treatment of water, and the enhancement of the quality of coke.
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LICENSES, PERMITS AND APPROVALS

Coke production and processing of coking by-products are regulated in the PRC and we are
required to obtain requisite permits, licenses and approvals from the relevant government authorities.
For more information regarding the PRC laws and regulations that we are subject to, please see
“Regulatory Overview.”

As advised by our PRC Legal Advisors, EY Chen & Co. Law Firm, the following table sets forth
the details of our material licenses and permits as of the Latest Practicable Date:

Permit /

Permit / License License Holder Issue Date Expiry Date

Work Safety License (%445 & 7 0 #) Company February 15, 2015 February 14, 2018
August 8, 2016 August 7, 2019
November 10, 2015 November 9, 2018

October 16, 2015 October 15, 2018

Jinyuan Chemicals
Bohigh Chemical

Registration Certificate for Hazardous Chemicals
(FE R AL 2 & E Rl )

Company

Jinyuan Chemicals September 12,

2016

September 11, 2019

National Permit for Industrial Production

(Al T3 2 it A2 E T )

Waste Discharge Permit (HF15 5 1] #)

Bohigh Chemical
Company

Jinyuan Chemicals
Bohigh Chemical
Company

Jinyuan Chemicals

Bohigh Chemical

November 7, 2016
December 6, 2016

January 17, 2014
December 20, 2016
December 29, 2016
April 12, 2016
December 1, 2016

November 6, 2019
February 2, 2021

January 16, 2019
December 19, 2021
December 28, 2019
April 11, 2019
November 30, 2019

Gas Operation Permit ({5482 57 n] #)

Jinning Energy July 12, 2016 July 11, 2021

Hazardous Chemicals Business Permit Jinrui Gas November 14, 2016 November 13, 2019

(i WAL 5 i 8 35T )

Certificate for the Production of Non-Pharmaceutical Jinyuan Chemicals February 24, 2017  February 23, 2020

Precursor Chemicals

R ZE R K15 WAL B2 A AR R AR a9

Power Operation Permit Company November 30, 2016 July 25, 2027
(GiE NSRS I S T )
Water Abstraction Permit Company October 11, 2016 October 10, 2021

(FP N BRI B IOK i )

As advised by our PRC Legal Advisors, EY Chen & Co. Law Firm, as of the Latest Practicable

}

Date, save as disclosed under “— Regulatory Compliance,” we have obtained all requisite licenses,
permits and approvals that are material for our business operations in the PRC. All of these licenses
and permits remain in full effect, and no circumstances exist that would render the revocation or
cancellation of our licenses and permits or have legal impediment to our business operations. Also,
there is no legal impediment to renew any material licenses and permits for our business operations
in the PRC, as long as we comply with relevant legal requirements and take all necessary steps and
submit relevant applications in accordance with the requirements prescribed by the applicable PRC

laws and regulation.
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AWARDS AND RECOGNITIONS

During the Track Record Period, we received numerous awards, recognition and honors for our

outstanding business performance, including the following:

Award/Ranking Year Event/Organization/Media
Advanced Unit of Jiyuan City’s 6th Five-Year Plan in 2017 Leading Team of “Rule of Law” Practice in
the Promotion of Governance in accordance with Jiyuan City

the Law (8 117 7S 035 5 4K 1 1A BI5GB )

Henan Top 100 Private Enterprises 2016, 2015, 2014 Henan Federation of Industry and Commerce
(TR R A 247 £ 10058)

Henan Top 100 Tax-Paying Private Enterprises 2016 Henan Federation of Industry and Commerce
(TP RE A SE AR BE100%R)

Henan Top 100 Private Enterprises in the 2016, 2015 Henan Federation of Industry and Commerce
Manufacturing Industry (¥ B B 1 35 R 45 2 10058)

National Top 500 Private Manufacturing Enterprises 2015 All-China Federation of Industry and Commerce
(B R A S R 500

Advanced Unit of the Coking Industry 2015, 2014 China Coking Industry Association
(FEALAT AR e AL

Advanced Industrial Enterprise (JGi#E T.2E2E) 2015, 2014 CPC Jiyuan Municipal Committee; Jiyuan
Municipal People’s Government

Advanced Unit of the Key Construction Projects in the 2014 CPC Jiyuan Municipal Committee; Jiyuan
City (47 5 2 TH B s se i ¥ Municipal People’s Government
National Environmental and Greenery Exemplary 2013 National Greenery Committee

Units (2B ALBEFE AL

National Ecological and Cultural Exemplary 2010 China Eco-Culture Association
Enterprises (The First Batch)
(A A e AL 7R A 2E (5 — i)

Certificate of Scientific and Technological 2009 Henan Science and Technology Department
Achievement — Development and Application of
Coking Furnate with Height of 5.5 Meters (FFE: 4
T PR R 3 — 5.5 0K T e 40 5] £ 00 10y B 45 BRLIRE D)

INTELLECTUAL PROPERTY

We have operated under the BS54 and Q trademarks in the PRC. We are the registered
owner for these trademarks in the PRC under classes 1 and 4. We have also applied for registration
of the trademark ﬁg. under classes 1 and 4 in the PRC and are the registered owner for the

trademarks ¢ and ij?gg under classes 1, 4 and 19 in Hong Kong. For more information about our
Jz =) He

intellectual property rights, please see “Appendix VI — Statutory and General Information — B.

Further Information about Our Business — 2. Our intellectual property rights.”
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