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China’s New Indirect Tax Regime
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SINGAPORE, 26 August 2013 — China’s indirect tax regime which replaces business
tax with a value-added tax (“VAT") for the transportation service industry has been
extended on a nation-wide basis as from 1 August 2013.
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Under the new indirect tax regime, imported aviation fuel that was previously exempt
from VAT is now subject to VAT. As such, all purchases of aviation fuel by Chinese
airline companies, whether domestically produced or imported, will be eligible for VAT
credit or refund. With this development, the total cost of procuring domestically
produced aviation fuel for international flights is envisaged to be lower for Chinese
airline companies. Conversely, the demand by Chinese airline companies for imported
aviation fuel is likely to be affected by the comparatively higher cost of procuring
imported aviation fuel for international flights, and which in turn will likely have a
negative impact on the aviation fuel import business of China Aviation Oil (Singapore)
Corporation Ltd (“CAQO”). The impact of this development is evident from the notable
reduction in aviation fuel import requirements by CAO’s end receivers in China for the
month of October 2013.
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However, it is premature at this juncture to ascertain the eventual impact of China’s
indirect tax regime on aviation fuel import demand in China and CAQO’s aviation fuel
import business. Demand for imported aviation fuel in China is generally dependent on
several other factors, such as China’s import policies of oil products, China’s domestic
production and supply of aviation fuel, the need to balance the supply and demand of
aviation fuel in relation to other oil products by domestic refineries in China and the
growth of the consumption demand of China’s civil aviation industry.

BR, BRFHEXE *EETEMNPEAEEOFEKRKE CAO N EREWIE < d R .
EAFEMAEEOFRZEPEMDMEOBR, ME~E. PEERL SMHaREENTE
%, RUSigKFSME R,

For the first half of 2013, China’s civil aviation industry registered a growth rate of 10.4%
as compared to the same period last year, while total jet fuel consumption volume
increased 11.8% year-on year. This is an indication of the sustained robust growth of
China’s civil aviation industry. As such, the Company expects China’s demand growth
for jet fuel to remain healthy.
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CAO will continue to closely monitor the impact of China’s indirect tax regime on the
import aviation fuel market and the Company’s aviation fuel supply business to China.
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CAO will continue to supply jet fuel at competitive prices and provide value-added
services to our customers in China and consolidate our market position by
strengthening our trading capabilities and reducing operational costs.
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Over the past few years, CAO has successfully implemented business expansion
strategies to reduce its reliance on China’s jet fuel import market. CAO’s jet fuel supply
and trading business outside China has grown significantly. CAO has expanded into
other oil products, as well as invested in strategic oil-related assets to diversify its
income streams.
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About CAO 5% CAO

CAO is the largest physical jet fuel trader in the Asia Pacific region and the sole supplier
of imported jet fuel to the civil aviation industry of the PRC. CAO and its wholly-owned
subsidiaries — China Aviation Oil (Hong Kong) Company Limited and North American
Fuel Corporation supply jet fuel to airports outside the PRC, including Asia Pacific,
Europe, North America and the Middle East. The Company also engages in
international trading of jet fuel and other oil products. CAO owns investments in various
strategic oil-related businesses, which include Shanghai Pudong International Airport
Aviation Fuel Supply Company Ltd, China National Aviation Fuel TSN-PEK Pipeline
Transportation Corporation Ltd, Oilhub Korea Yeosu Co., Ltd and Xinyuan
Petrochemicals Co., Ltd. A subsidiary of China National Aviation Fuel Group
Corporation, CAO is listed on the Mainboard of the Singapore Exchange Securities
Trading Limited.
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