
IMPORTANT NOTICE

NOT FOR DISTRIBUTION INTO THE UNITED STATES

IMPORTANT: You must read the following before continuing. The following applies to the preliminary offering
circular (the ‘‘Offering Circular’’) following this page, and you are therefore advised to read this carefully before
reading, accessing or making any other use of the Offering Circular. In accessing the Offering Circular, you agree to
be bound by the following terms and conditions, including any modifications to them any time you receive any
information from the Issuer (as defined in the Offering Circular) as a result of such access.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE
IN THE UNITED STATES OR ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE
SECURITIES DESCRIBED HEREIN HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE U.S.
SECURITIES ACT OF 1933, AS AMENDED (THE ‘‘SECURITIES ACT’’), OR THE SECURITIES LAWS OF
ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION AND THE SECURITIES MAY NOT BE
OFFERED OR SOLD WITHIN THE UNITED STATES, EXCEPT PURSUANT TO AN EXEMPTION FROM, OR
IN A TRANSACTION NOT SUBJECT TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT
AND APPLICABLE STATE OR LOCAL SECURITIES LAWS. THIS OFFERING IS MADE SOLELY IN
OFFSHORE TRANSACTIONS PURSUANT TO REGULATION S UNDER THE SECURITIES ACT.

THE FOLLOWING OFFERING CIRCULAR MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER
PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER, AND IN PARTICULAR,
MAY NOT BE FORWARDED TO ANY U.S. ADDRESS. ANY FORWARDING, DISTRIBUTION OR
REPRODUCTION OF THIS OFFERING CIRCULAR IN WHOLE OR IN PART IS UNAUTHORISED. FAILURE
TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR THE
APPLICABLE LAWS OF OTHER JURISDICTIONS. IF YOU HAVE GAINED ACCESS TO THIS
TRANSMISSION CONTRARY TO ANY OF THE FOREGOING RESTRICTIONS, YOU ARE NOT
AUTHORISED AND WILL NOT BE ABLE TO PURCHASE ANY OF THE SECURITIES DESCRIBED
THEREIN.

Confirmation of your Representation:

In order to be eligible to view this Offering Circular or make an investment decision with respect to the securities,
investors must be purchasing the securities outside the United States in an offshore transaction in reliance on
Regulation S under the Securities Act. By accepting the e-mail and accessing the attached Offering Circular, you
shall be deemed to have represented to the Managers (as defined in the Offering Circular) and the Issuer (as defined
in the Offering Circular) (1) that you and any customers you represent are not, and that the electronic mail address
that you gave the Issuer and to which this e-mail has been delivered is not, located in the United States and (2) that
you consent to delivery of the attached Offering Circular and any amendments or supplements thereto by electronic
transmission.

The Offering Circular is being furnished in connection with an offering in offshore transactions outside the United
States in compliance with Regulation S under the Securities Act solely for the purpose of enabling a prospective
investor to consider the purchase of the securities described in the Offering Circular.

You are reminded that the Offering Circular has been delivered to you on the basis that you are a person into whose
possession the Offering Circular may be lawfully delivered in accordance with the laws of jurisdiction in which you
are located and you may not, nor are you authorised to, deliver the Offering Circular to any other person.

The materials relating to any offering of securities described in the Offering Circular do not constitute, and may not
be used in connection with, an offer or solicitation by or on behalf of any of the Issuer or the Managers in any place
where offers or solicitations are not permitted by law. If a jurisdiction requires that the offering be made by a
licenced broker or dealer and the Managers or any affiliate of the Managers are licenced brokers or dealers in that
jurisdiction, the offering shall be deemed to be made by the Managers or such affiliate on behalf of the Issuer in
such jurisdiction.

The Offering Circular has been sent to you in an electronic form. You are reminded that documents transmitted via
this medium may be altered or changed during the process of electronic transmission and consequently neither the
Managers or any person who controls the Managers nor any director, officer, employee, representative, adviser nor
agent of the Managers or affiliate of any such person accepts any liability or responsibility whatsoever in respect of
any difference between the Offering Circular distributed to you in electronic format and the hard copy version
available to you on request from the Managers.

You are responsible for protecting against viruses and other destructive items. Your use of this e-mail is at
your own risk and it is your responsibility to take precautions to ensure that it is free from viruses and other items
of a destructive nature.

Actions that you may not take: If you receive this document by e-mail, you should not reply by e-mail to this
document, and you may not purchase any securities by doing so. Any reply e-mail communications, including those
you generate by using the ‘‘Reply’’ function on your e-mail software, will be ignored or rejected.



SUBJECT TO COMPLETION STRICTLY CONFIDENTIAL
PRELIMINARY OFFERING CIRCULAR DATED 6 SEPTEMBER 2019

Huai’an Traffic Holding Co., Ltd.
（淮安市交通控股有限公司）
(incorporated with limited liability in the PRC)

U.S.$@@ @@ per cent. Bonds due @@
Issue Price: @@ per cent.

The U.S.$@@ @@ per cent. Bonds due @@ (the ‘‘Bonds’’) will be issued by Huai’an Traffic Holding Co., Ltd.（淮安市交通控股有限公司）(the ‘‘Issuer’’ or the ‘‘Company’’), a company
incorporated in the People’s Republic of China (the ‘‘PRC’’) with limited liability.

The Bonds will bear interest on their outstanding principal amount from and including @@ (the ‘‘Issue Date’’) at the rate of @@ per cent. per annum. Interest on the Bonds is payable semi-
annually in arrear in equal instalments on @@ and @@ in each year, commencing on @@. Payments on the Bonds will be made free and clear of, and without withholding or deduction for,
any taxes, duties, assessments or governmental charges of whatever nature imposed, levied, collected, withheld or assessed by the PRC or any political subdivision or any authority therein or
thereof having power to tax to the extent described under ‘‘Terms and Conditions of the Bonds – Taxation’’.

The Bonds will constitute direct, unconditional, unsubordinated and (subject to Condition 4(a) (Negative Pledge) of the terms and conditions of the Bonds (the ‘‘Terms and Conditions’’))
unsecured obligations of the Issuer and shall at all times rank pari passu and without any preference among themselves. The payment obligations of the Issuer under the Bonds shall, save for
such exceptions as may be provided by applicable legislation and subject to Condition 4(a) (Negative Pledge) of the Terms and Conditions, at all times rank at least equally with all its other
present and future unsecured and unsubordinated obligations.

The Issuer undertakes that it will (i) within 15 Registration Business Days (as defined in the Terms and Conditions) after the Issue Date, register or cause to be registered with the State
Administration of Foreign Exchange of the PRC or its local branch (‘‘SAFE’’) the Bonds pursuant to the Administrative Measures for Foreign Debt Registration（外債登記管理辦法）and its
operating guidelines issued by SAFE, effective as at 13 May 2013 (‘‘Foreign Debt Registration’’), (ii) use its best endeavours to complete the Foreign Debt Registration and obtain a
registration certificate (or any other document evidencing the completion of the Foreign Debt Registration) from SAFE on or before the Registration Deadline (being 90 Registration Business
Days (as defined in the Terms and Conditions) after the Issue Date) and (iii) comply with all applicable PRC laws and regulations in relation to the Bonds. For consequences of non-
registration, see ‘‘Risk Factors – Risks Relating to the Bonds – Any failure to complete the relevant filings under the NDRC Circular and the relevant registration under SAFE within the
prescribed time frame following the completion of the issue of the Bonds may have adverse consequences for the Issuer and/or the investors of the Bonds’’.

In accordance with the Circular on Promoting the Reform of the Administrative System on the Issuance by Enterprises of Foreign Debt Filings and Registrations（國家發展改革委關於推進企
業發行外債備案登記制管理改革的通知（發改外資 [2015] 2044號））(the ‘‘NDRC Circular’’) issued by the National Development and Reform Commission of the PRC or its local
counterparts (‘‘NDRC’’) on 14 September 2015 which came into effect on the same day, the Issuer has registered the issuance of the Bonds with the NDRC and obtained a certificate from
NDRC on 3 February 2019 evidencing such registration and undertakes that it will (i) within 10 Registration Business Days after the Issue Date file or cause to be filed with the NDRC the
requisite information and documents in accordance with the NDRC Circular and any implementation rules as issued by the NDRC from time to time and (ii) comply with all applicable PRC
laws, rules and regulations in connection with the Bonds.

The PRC government (including the Huai’an Municipal Government) is not an obligor and shall under no circumstances have any obligation arising out of or in connection with the Bonds in
lieu of the Issuer, see ‘‘Risk Factors – Risks relating to the Bonds – The PRC government and the Huai’an Municipal Government have no obligations under the Bonds’’.

Unless previously redeemed, or purchased and cancelled, the Issuer will redeem the Bonds at their principal amount on @@ (the ‘‘Maturity Date’’). The Bonds may be redeemed at the
option of the Issuer in whole, but not in part, at any time, on giving not less than 30 nor more than 60 days’ notice to the Bondholders (as defined below) (which notice shall be irrevocable)
and in writing to the Trustee (as defined in the Terms and Conditions) and the Principal Paying Agent (as defined in the Terms and Conditions), at their principal amount, together with any
interest accrued up to (but excluding) the date fixed for redemption, if the Issuer satisfies the Trustee immediately prior to the giving of such notice that (i) the Issuer has or will become
obliged to pay Additional Tax Amounts (as defined in the Terms and Conditions) as a result of any change in, or amendment to, the laws or regulations of the PRC or any political
subdivision or any authority thereof or therein having power to tax, or any change in the application or official interpretation of, or the stating of an official position with respect to, such laws
or regulations (including a but not limited to any decision by a court of competent jurisdiction), which change or amendment becomes effective on or after @@, and (ii) such obligation
cannot be avoided by the Issuer taking reasonable measures available to it. At any time following the occurrence of a Relevant Event (as defined in the Terms and Conditions), each holder of
Bonds (each a ‘‘Bondholder’’) will have the right, at such Bondholder’s option, to require the Issuer to redeem all, but not some only, of that Bondholder’s Bonds on the Put Settlement Date
(as defined in the Terms and Conditions) at 101 per cent. (in the case of a redemption for a Change of Control (as defined in the Terms and Conditions)) or 100 per cent. (in the case of a
redemption for a No Registration Event (as defined in the Terms and Conditions)) of their principal amount, together in each case with accrued interest up to (but excluding) such Put
Settlement Date. See ‘‘Terms and Conditions - Redemption and Purchase’’.

For a more detailed description of the Bonds, see ‘‘Terms and Conditions of the Bonds’’ beginning on page 46.

The Bonds will be issued in the specified denominations of U.S.$200,000 each and integral multiples of U.S.$1,000 in excess thereof.

Investing in the Bonds involves risks. See ‘‘Risk Factors’’ beginning on page 13 for a discussion of certain factors to be considered in connection with an investment in the Bonds.

The Bonds have not been and will not be registered under the United States Securities Act of 1933, as amended (the ‘‘Securities Act’’) and, subject to certain exceptions, may not be
offered or sold within the United States. For a description of these and certain further restrictions on offers and sales of the Bonds and the distribution of this Offering Circular, see
‘‘Subscription and Sale’’.

Application will be made to The Stock Exchange of Hong Kong Limited (the ‘‘Hong Kong Stock Exchange’’) for the listing of the Bonds by way of debt issues to professional investors
only (as defined in Chapter 37 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited and in the Securities and Futures Ordinance (Cap.571) of Hong
Kong (together, ‘‘Professional Investors’’)). This Offering Circular is for distribution to Professional Investors only. Investors should not purchase the Bonds in the primary or secondary
markets unless they are Professional Investors and understand the risks involved. The Bonds are only suitable for Professional Investors.

The Hong Kong Stock Exchange has not reviewed the contents of this Offering Circular, other than to ensure that the prescribed form disclaimer and responsibility statements, and
a statement limiting distribution of this Offering Circular to Professional Investors only have been reproduced in this Offering Circular. Listing of the Bonds on the Hong Kong
Stock Exchange is not to be taken as an indication of the commercial merits or credit quality of the Bonds or the Issuer or quality of disclosure in this Offering Circular. Hong
Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility for the contents of this Offering Circular, 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 Offering Circular.

Singapore Securities and Futures Act Product Classification – Solely for the purposes of its obligations pursuant to sections 309B(1)(a) and 309B(1)(c) of the Securities and Futures Act
(Chapter 289 of Singapore) (the ‘‘SFA’’), the Issuer has determined, and hereby notifies all relevant persons (as defined in section 309A of the SFA) that the Bonds are ‘‘prescribed capital
markets products’’ (as defined in the Securities and Futures (Capital Markets Products) Regulations 2018).

Fitch Ratings Inc. (‘‘Fitch’’) has assigned a corporate rating of ‘‘BB’’ with a stable outlook to the Issuer. The Bonds are expected to be rated ‘‘BB’’ by Fitch. A rating is not a
recommendation to buy, sell or hold securities and may be subject to suspension, reduction or withdrawal at any time by the assigning rating agency.

The Bonds will be represented initially by interests in a global certificate (the ‘‘Global Certificate’’) in registered form which will be registered in the name of a nominee of, and shall be
deposited on or about the Issue Date with, a common depositary for Euroclear Bank SA/NV (‘‘Euroclear’’) and Clearstream Banking S.A. (‘‘Clearstream’’). Beneficial interests in the Global
Certificate will be shown on, and transfers thereof will be effected only through, records maintained by Euroclear and Clearstream. Except as described herein, certificates for Bonds will not
be issued in exchange for interests in the Global Certificate.

Sole Global Coordinator

Guotai Junan International

Joint Managers and Joint Bookrunners

Guotai Junan International Haitong International

Offering Circular dated @@T
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NOTICE TO INVESTORS

THIS OFFERING CIRCULAR DOES NOT CONSTITUTE AN OFFER TO SELL, OR A
SOLICITATION OF AN OFFER TO BUY, ANY SECURITIES IN ANY JURISDICTION TO ANY
PERSON TO WHOM IT IS UNLAWFUL TO MAKE THE OFFER OR SOLICITATION IN SUCH
JURISDICTION. NEITHER THE DELIVERY OF THIS OFFERING CIRCULAR NOR ANY SALE
MADE HEREUNDER SHALL UNDER ANY CIRCUMSTANCES IMPLY THAT THERE HAS BEEN
NO CHANGE IN THE AFFAIRS OF THE ISSUER OR ANY OF ITS SUBSIDIARIES OR THAT THE
INFORMATION SET FORTH IN THIS OFFERING CIRCULAR IS CORRECT AS AT ANY DATE
SUBSEQUENT TO THE DATE HEREOF.

This Offering Circular includes particulars given in compliance with the Rules Governing the Listing of
Securities on the Hong Kong Stock Exchange for the purpose of giving information with regard to the
Issuer. The Issuer accepts full responsibility for the accuracy of the information contained in this
Offering Circular and confirm, having made all reasonable enquiries, that to the best of its knowledge
and belief there are no other facts the omission of which would make any statement herein misleading.

The Issuer, having made all reasonable enquiries, confirms that (i) this Offering Circular contains all
information with respect to the Issuer and its subsidiaries and affiliates (together with the Issuer, the
‘‘Group’’) and the Bonds which is material in the context of the issue and offering of the Bonds
(including the information which is required by applicable laws and according to the particular nature of
the Issuer, the Group and the Bonds and is necessary to enable investors and their investment advisers to
make an informed assessment of the assets and liabilities, financial position, profits and losses, and
prospects of the Issuer and the Group and the rights attaching to the Bonds); (ii) the statements
contained in this Offering Circular, are in every material particular true and accurate and not misleading;
(iii) the opinions and intentions expressed in this Offering Circular with regard to the Issuer and the
Group are honestly held, have been reached after considering all relevant circumstances and are based
on reasonable assumptions; (iv) there are no other facts in relation to the Issuer, the Group, the
transaction documents in relation to the Bonds or the Bonds, the omission of which would, in the
context of the issue and offering of the Bonds make any statement in this Offering Circular misleading;
(v) all reasonable enquiries have been made by the Issuer to ascertain such facts and to verify the
accuracy of all such information and statements relating to the Issuer, the Group, the transaction
documents in relation to the Bonds or the Bonds; (vi) the Offering Circular does not include an untrue
statement of a material fact, or omit to state a material fact necessary in order to make the statements
therein, in the light of the circumstances under which they were made, not misleading; and (vii) the
statistical, industry and market-related data and forward looking statements included in this Offering
Circular are based on or derived or extracted from sources which the Issuer believes to be accurate and
reliable in all material respects.

The Issuer has prepared this Offering Circular solely for use in connection with the proposed offering of
the Bonds described in this Offering Circular. This Offering Circular does not constitute an offer of, or
an invitation by or on behalf of Guotai Junan Securities (Hong Kong) Limited and Haitong International
Securities Company Limited (the ‘‘Managers’’) or the Issuer to subscribe for or purchase any of the
Bonds. The distribution of this Offering Circular and the offering of the Bonds in certain jurisdictions
may be restricted by law. Persons into whose possession this Offering Circular comes are required by
the Issuer and the Managers to inform themselves about and to observe any such restrictions. No action
is being taken to permit a public offering of the Bonds or the distribution of this Offering Circular in
any jurisdiction where action would be required for such purposes. There are restrictions on the offer
and sale of the Bonds, and the circulation of documents relating thereto, in certain jurisdictions
including the United States, the United Kingdom, Hong Kong, the PRC, Singapore and Japan and to
persons connected therewith. For a description of certain further restrictions on offers and sales of the
Bonds, and distribution of this Offering Circular, see ‘‘Subscription and Sale’’. By purchasing the
Bonds, investors represent and agree to all of those provisions contained in that section of this Offering
Circular. This Offering Circular is personal to each offeree and does not constitute an offer to any other
person or to the public generally to subscribe for, or otherwise acquire, Bonds. Distribution of this
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Offering Circular to any other person other than the prospective investor and any person retained to
advise such prospective investor with respect to its purchase is unauthorised. Each prospective investor,
by accepting delivery of this Offering Circular, agrees to the foregoing and to make no photocopies of
this Offering Circular or any documents referred to in this Offering Circular.

No person has been or is authorised to give any information or to make any representation concerning
the Issuer, the Group or the Bonds other than as contained herein and, if given or made, any such other
information or representation should not be relied upon as having been authorised by the Issuer, the
Managers, the Trustee or the Agents (as defined in the Terms and Conditions) or their respective
affiliates, directors, officers, employees, agents, representatives or advisers. Neither the delivery of this
Offering Circular nor any offering, sale or delivery made in connection with the issue of the Bonds
shall, under any circumstances, constitute a representation that there has been no change or development
reasonably likely to involve a change in the affairs of the Issuer or the Group since the date hereof or
create any implication that the information contained herein is correct as at any date subsequent to the
date hereof. This Offering Circular does not constitute an offer of, or an invitation by or on behalf of the
Issuer, the Managers, the Trustee or the Agents or any of their respective affiliates, directors, officers,
employees, agents, representatives or advisers to subscribe for or purchase the Bonds and may not be
used for the purpose of an offer to, or a solicitation by, anyone in any jurisdiction or in any
circumstances in which such offer or solicitation is not authorised or is unlawful.

None of the Managers, the Trustee or the Agents or any of their respective affiliates, directors, officers,
employees, agents, representatives or advisers has independently verified the information contained in
this Offering Circular. Accordingly, no representation, warranty or undertaking, express or implied, is
made or given and no responsibility or liability is accepted, by the Managers, the Trustee or the Agents
or any of their respective affiliates, directors, officers, employees, agents, representatives or advisers, as
to the accuracy, completeness or sufficiency of the information contained in this Offering Circular or
any other information supplied in connection with the Bonds. Nothing contained in this Offering
Circular is, or shall be relied upon as, a promise, representation or warranty by the Managers, the
Trustee or the Agents or any of their respective affiliates, directors, officers, employees, agents,
representatives or advisers. This Offering Circular is not intended to provide the basis of any credit or
other evaluation nor should it be considered as a recommendation by any of the Issuer, the Managers,
the Trustee or the Agents or any of their respective affiliates, directors, officers, employees, agents,
representatives or advisers that any recipient of this Offering Circular should purchase the Bonds. Each
person receiving this Offering Circular acknowledges that such person has not relied on the Managers,
the Trustee, the Agents or any of their respective affiliates, directors, officers, employees, agents,
representatives or advisers in connection with its investigation of the accuracy of such information or its
investment decision, and each such person must rely on its own examination of the Issuer and the merits
and risks involved in investing in the Bonds. See ‘‘Risk Factors’’ for a discussion of certain factors to
be considered in connection with an investment in the Bonds.

To the fullest extent permitted by law, none of the Managers, the Trustee or the Agents or any of their
respective affiliates, directors, officers, employees, agents, representatives or advisers accepts any
responsibility for the contents of this Offering Circular and assumes no responsibility for the contents,
accuracy, completeness or sufficiency of any such information or for any other statement, made or
purported to be made by the Managers, the Trustee or the Agents or any of their respective affiliates,
directors, officers, employees, agents, representatives or advisers or on their behalf in connection with
the Issuer or the issue and offering of the Bonds. Each of the Managers, the Trustee and the Agents and
their respective affiliates, directors, officers, employees, agents, representatives or advisers accordingly
disclaims all and any liability, whether arising in tort or contract or otherwise, which it might otherwise
have in respect of this Offering Circular or any such statement. None of the Managers, the Trustee or
the Agents or any of their respective affiliates, directors, officers, employees, agents, representatives or
advisers undertakes to review the results of operations, financial condition or affairs of the Issuer or the
Group during the life of the arrangements contemplated by this Offering Circular nor to advise any
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investor or potential investor in the Bonds of any information coming to the attention of the Managers,
the Trustee or the Agents or their respective affiliates, directors, officers, employees, agents,
representatives or advisers.

IN CONNECTION WITH THIS OFFERING, ANY OF THE MANAGERS APPOINTED AND
ACTING IN ITS CAPACITY AS STABILISATION MANAGER (IN SUCH CAPACITY, THE
‘‘STABILISATION MANAGER’’) OR ANY PERSON(S) ACTING ON BEHALF OF THE
STABILISATION MANAGER MAY, OVER-ALLOT BONDS OR EFFECT TRANSACTIONS
WITH A VIEW TO SUPPORTING THE MARKET PRICE(S) OF THE BONDS AT A LEVEL
HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL. HOWEVER, THERE IS NO
ASSURANCE THAT THE STABILISATION MANAGER (OR ANY PERSON ACTING ON
BEHALF OF THE STABILISATION MANAGER) WILL UNDERTAKE STABILISATION
ACTION. ANY STABILISATION ACTION MAY BEGIN ON OR AFTER THE DATE ON
WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF THE OFFER OF THE
BONDS IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME AND MUST END NO
LATER THAN THE EARLIER OF 30 DAYS AFTER THE ISSUE DATE OF THE BONDS AND
60 DAYS AFTER THE DATE OF THE ALLOTMENT OF THE BONDS. ANY STABILISATION
ACTION OR OVER-ALLOTMENT MUST BE CONDUCTED BY THE STABILISATION
MANAGER (OR ANY PERSON ACTING ON BEHALF OF THE STABILISATION MANAGER)
IN ACCORDANCE WITH ALL APPLICABLE LAWS AND REGULATIONS.

Singapore SFA Product Classification: In connection with Section 309B of the Securities and Futures
Act (Chapter 289) of Singapore, as modified or amended from time to time including by any subsidiary
legislation as may be applicable at the relevant time (together, the ‘‘SFA’’) and the Securities and
Futures (Capital Markets Products) Regulations 2018 of Singapore (the ‘‘CMP Regulations 2018’’), the
Issuer has determined, and hereby notifies all relevant persons (as defined in Section 309A(1) of the
SFA), that the Bonds are ‘‘prescribed capital markets products’’ (as defined in the CMP Regulations
2018).

Any of the Managers and their respective affiliates may purchase the Bonds for its or their own account
and enter into transactions, including credit derivatives, such as asset swaps, repackaging and credit
default swaps relating to the Bonds and/or other securities of the Issuer or its subsidiaries or associates
at the same time as the offer and sale of the Bonds or in secondary market transactions. Such
transactions may be carried out as bilateral trades with selected counterparties and separately from any
existing sale or resale of the Bonds to which this Offering Circular relates (notwithstanding that such
selected counterparties may also be purchasers of the Bonds). Furthermore, investors in the Bonds may
include entities affiliated with the Group.

Prospective investors should not construe anything in this Offering Circular as legal, business or tax
advice. Each prospective investor should determine for itself the relevance of the information contained
in this Offering Circular and consult its own legal, business and tax advisers as needed to make its
investment decision and determine whether it is legally able to purchase the Bonds under applicable
laws or regulations.

The contents of this Offering Circular have not been reviewed by any regulatory authority in the PRC,
Hong Kong or elsewhere. Investors are advised to exercise caution in relation to the offer. If any
investor is in any doubt about any of the contents of this Offering Circular, that investor should obtain
independent professional advice.

Industry and Market Data

Market data and certain industry forecasts used throughout this Offering Circular have been obtained
based on, among other sources, internal surveys, market research, publicly available information and
industry publications. Industry publications generally state that the information that they contain has
been obtained from sources believed by the Issuer to be reliable and accurate but that the accuracy and
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completeness of that information is not guaranteed. Similarly, internal surveys, industry forecasts and
market research, while believed to be reliable, have not been independently verified, and none of the
Issuer, the Managers, the Trustee or the Agents or their respective affiliates, directors, officers,
employees, agents, representatives or advisers makes any representation as to the correctness, accuracy
or completeness of that information complied within or outside the PRC. In addition, third-party
information providers may have obtained information from market participants and such information
may not have been independently verified. Accordingly, such information should not be unduly relied
upon.

Presentation of Financial Information

This Offering Circular contains consolidated financial information of the Issuer as at and for the years
ended 31 December 2016, 2017 and 2018, which has been extracted from the audited consolidated
financial statements of the Issuer as at and for the years ended 31 December 2016, 2017 and 2018
(collectively, the ‘‘Issuer’s Audited Consolidated Financial Statements’’), included elsewhere in this
Offering Circular. The Issuer’s Audited Consolidated Financial Statements were prepared and presented
in accordance with the Accounting Standards for Business Enterprises in the PRC (the ‘‘PRC GAAP’’)
and have been audited by Zhongxinghua Certified Public Accountants LLP (‘‘Zhongxinghua’’), the
independent auditors of the Issuer in accordance with China Standards on Auditing for Certified Public
Accountants.

The Issuer has not prepared the Issuer’s Audited Consolidated Financial Statements in accordance with
International Financial Reporting Standards (‘‘IFRS’’). As advised by Zhongxinghua, there are no
material differences between PRC GAAP and IFRS with respect to the determination of the Issuer’s
consolidated financial information as at and for the years ended 31 December 2016, 2017 and 2018.

The Issuer’s Audited Consolidated Financial Statements have only been prepared in Chinese (the
‘‘Chinese Financial Statements’’). An English translation of the Chinese Financial Statements (the
‘‘Financial Statements Translation’’) has been prepared and included in this Offering Circular for
reference only. Should there be any inconsistency between the Chinese Financial Statements and the
Financial Statements Translation, the Chinese Financial Statements shall prevail. The Financial
Statements Translation does not itself constitute audited financial statements, and is qualified in its
entirety by, and is subject to, the financial information set out or referred to in, the Chinese Financial
Statements. The Chinese Financial Statements are available at the following website:
www.chinamoney.com.cn.

The Managers have not independently verified or checked the accuracy of the Financial Statements
Translation and can give no assurance that the information contained in the Financial Statements
Translation is accurate, truthful or complete.

According to the Circular of the National Development and Reform Commission and the Ministry of
Finance on Improvement of Market Regulatory Regime and Strict Prevention of Foreign Debt Risks and
Local Government Indebtedness Risks (Fa Gai Wai Zi [2018] No. 706)（國家發展改革委財政部關於完

善市場約束機制嚴格防範外債風險和地方債務風險的通知（發改外資[2018]706號））(‘‘Circular 706’’),
any public interest assets such as public schools, public hospitals, public cultural facilities, parks,
public squares, office buildings of government departments and public institutions, municipal roads,
non-toll bridges, non-operating water conservancy facilities, no-charge pipe network facilities and other
public interest assets and the usage rights of reserve land (the ‘‘Public Interest Assets’’) cannot be
counted towards the Group’s assets for the purposes of issuing medium and long-term foreign debt. As
at 31 December 2018, the Group’s Public Interest Assets amounted to approximately RMB5.0 billion,
representing approximately 11.3 per cent. of the Group’s total assets. See ‘‘Risk Factors – Risks relating
to the Bonds – Any public interest assets of the Group should not be taken into account when the
Group’s business, financial condition, results of operations and prospects are assessed’’ for further
information.
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CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

In this Offering Circular, unless otherwise specified or the context otherwise requires, all references to
the ‘‘PRC’’, ‘‘China’’ and ‘‘mainland China’’ are to the People’s Republic of China (excluding Hong
Kong, the Macao Special Administrative Region of the People’s Republic of China and Taiwan), and all
references to the ‘‘United States’’ and ‘‘U.S.’’ are to the United States of America, all references to
‘‘Hong Kong’’ are to the Hong Kong Special Administrative Region of the People’s Republic of China;
all references to ‘‘Renminbi’’ and ‘‘RMB’’ are to the lawful currency of the PRC, and all references to
‘‘USD’’, ‘‘U.S.$’’ and ‘‘U.S. dollars’’ are to the lawful currency of the United States of America. All
references to ‘‘mu’’ are to the Chinese land surface area measurement unit. Historical amounts translated
into Renminbi have been translated at historical rates of exchange. Such translations should not be
construed as representations that the amounts referred to herein could have been or could be converted
into Renminbi at those rates or any other rate at all. This Offering Circular contains translation of
certain Renminbi amounts into U.S. dollars at specified rates solely for the convenience of the reader.
Unless otherwise specified, where financial information in relation to the Issuer has been translated into
U.S. dollars, it has been so translated, for convenience only, at the rate of RMB6.8755 to U.S.$1.00 (the
noon buying rate in New York City on 31 December 2018 as set forth in the weekly H.10 statistical
release of the Board of Governors of the Federal Reserve System). Further information regarding
exchange rate is set forth in ‘‘Exchange Rates’’ in this Offering Circular. No representation is made that
the Renminbi amounts referred to in this Offering Circular could have been or could be converted into
U.S. dollars at any particular rate or at all, or vice versa.

In this Offering Circular, where information has been presented in thousands or millions of units,
amounts may have been rounded up or down. Accordingly, totals of columns or rows of numbers in
tables may not be equal to the apparent total of the individual items and actual numbers may differ from
those contained herein due to rounding. References to information in billions of units are to the
equivalent of a thousand million units.

The English names of the PRC nationals, entities, departments, facilities, laws, regulations, certificates,
titles and the like are translations of their Chinese names and are included for identification purposes
only. In the event of any inconsistency, the Chinese names prevail.
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FORWARD-LOOKING STATEMENTS

The Issuer has made certain forward-looking statements in this Offering Circular. All statements other
than statements of historical facts contained in this Offering Circular constitute ‘‘forward-looking
statements’’. Some of these statements can be identified by forward-looking terms, such as ‘‘anticipate’’,
‘‘target’’, ‘‘believe’’, ‘‘can’’, ‘‘would’’, ‘‘could’’, ‘‘estimate’’, ‘‘expect’’, ‘‘aim’’, ‘‘intend’’, ‘‘may’’,
‘‘plan’’, ‘‘will’’, ‘‘would’’ or similar words. However, these words are not the exclusive means of
identifying forward-looking statements. All statements regarding expected financial condition and results
of operations, business plans and prospects are forward-looking statements. These forward-looking
statements include but are not limited to statements as to the business strategy, operating income and
profitability, planned projects and other matters as they relate to the Issuer and/or the Group discussed
in this Offering Circular regarding matters that are not historical fact. These forward-looking statements
and any other projections contained in this Offering Circular (whether made by the Issuer or by any
third party) involve known and unknown risks, including those disclosed under the caption ‘‘Risk
Factors’’, uncertainties and other factors that may cause the actual results, performance or achievements
of the Issuer or the Group to be materially different from any future results, performance or
achievements expressed or implied by such forward-looking statements or other projections.

These forward-looking statements speak only as at the date of this Offering Circular. The Issuer
expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any
forward-looking statement contained herein to reflect any change in the Group’s expectations with
regard thereto or any change of events, conditions or circumstances, on which any such statement was
based.

The factors that could cause the actual results, performances and achievements of the Issuer, the Group
or any member of the Group to be materially different include, among others:

• the Group’s ability to successfully implement its business plans and strategies;

• various business opportunities that the Group may pursue;

• financial condition, performance and business prospects of the Group;

• the Group’s capital expenditure plans and its ability to carry out those plans;

• access and cost of capital and financing;

• changes in the competition landscape in the industries where the Group operates;

• any changes in the laws, rules and regulations of the PRC government and the Huai’an Municipal
Government and the rules, regulations and policies of the relevant governmental authorities
relating to the Group’s business;

• general political and economic conditions, including those related to the PRC;

• changes or volatility in interest rates, foreign exchange rates, equity prices or other rates or prices,
including those pertaining to the PRC and the industry and markets in which the Group operates;

• fluctuations in prices of and demand for products and services the Group provides;

• macroeconomic measures taken by the PRC government to manage economic growth;

• natural disasters, industrial action, terrorist attacks and other events beyond the control of the
Group;
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• changes in the global economic conditions; and

• other factors, including those discussed in ‘‘Risk Factors’’.

The Issuer does not undertake any obligation to update or revise publicly any of the opinions or
forward-looking statements expressed in this Offering Circular as a result of any new information, future
events or otherwise.
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SUMMARY

The summary below is only intended to provide a limited overview of information described in more
detail elsewhere in this Offering Circular. As it is a summary, it does not contain all of the information
that may be important to investors and terms defined elsewhere in this Offering Circular shall have the
same meanings when used in this summary. Prospective investors should therefore read this Offering
Circular in its entirety, including the section entitled ‘‘Risk Factors’’, before making an investment
decision.

OVERVIEW

The Group is the sole investment and financing platform for transportation infrastructure construction of
the Huai’an Municipal Government and is wholly-owned by the Huai’an Municipal Government. Since
its establishment in 2003, the Group has played an important role in implementing the Huai’an
Municipal Government’s blueprint for transportation infrastructure construction and has received strong
financial and operational support from the Huai’an Municipal Government. The Group’s operations are
categorised into the following business segments: (i) infrastructure construction, (ii) transportation
logistics, (iii) commercial trading and (iv) other businesses including restaurant operation, tourism and
advertising.

As at 31 December 2016, 2017 and 2018, the consolidated total assets of the Group was approximately
RMB36,964.4 million, RMB42,704.7 million and RMB44,593.9 million, respectively. For the three
years ended 31 December 2016, 2017 and 2018, the operating incomes of the Group was approximately
RMB1,537.7 million, RMB2,121.1 million and RMB2,405.9 million, respectively. For the year ended 31
December 2016, the Group had an operating loss of approximately RMB40.4 million, and for the years
ended 31 December 2017 and 2018, the Group had operating profits of approximately RMB200.7
million and RMB187.8 million, respectively. With strong support from the Huai’an Municipal
Government, the Group has expanded its business rapidly across its business segments in recent years.
Set forth below is an overview of the Group’s businesses:

• Infrastructure construction: The Group’s infrastructure construction business involves the
development of transportation infrastructure projects as well as the redevelopment of shantytown
projects（棚戶區改造）and the construction of affordable housing projects（保障性住房建設）in
Huai’an. As at 31 December 2018, the Group had financed and developed 75 infrastructure
construction projects, and had invested an amount of approximately RMB14.3 billion in such
projects. For the transportation infrastructure development business, the Group generates operating
incomes mainly through construction fees in connection with the transportation infrastructure
development projects that it conducted, as well as management fees the Group receives from
projects it completed before 2014. For the shantytown redevelopment and affordable housing
construction business, the Group is normally designated by the Huai’an Housing and Urban-rural
Development Bureau（淮安市住房和城鄉建設局）to carry out the construction work. For the three
years ended 31 December 2016, 2017 and 2018, the Group’s operating incomes generated by the
infrastructure construction business segment was RMB1,190.5 million, RMB1,616.6 million and
RMB1,804.8 million, respectively.

• Transportation logistics: The Group operates its transportation logistics business through certain
of its subsidiaries, including Huai’an Port Logistics Group and Huai’an Civil Airport Co., Ltd.
This business segment mainly consists of seven sub-segments, namely, city bus transportation
service, port operations and container logistics, airport operations, railroad operations and
management, tram operations, highway tolls operations and public service. The Group generates
operating incomes from the transportation logistics segment mainly through fees collected for the
city bus transportation and the logistics services that the Group provided. For the three years ended
31 December 2016, 2017 and 2018, the Group’s operating incomes generated by the transportation
logistics business segment was RMB221.9 million, RMB244.4 million and RMB310.9 million,
respectively.
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• Commercial trading: The Group operates its commercial trading business through its subsidiaries,
including Huai’an Traffic Investment Co., Ltd., Huai’an Riverstone Trading Co., Ltd. and Jiangsu
Ruijie Plastic Pipe Fitting Co., Ltd. Huai’an Traffic Investment Co., Ltd. was founded in 1993 and
is principally engaged in the sale of cement, cotton, and industrial chemicals. Huai’an Riverstone
Trading Co., Ltd. was founded in 2003 and is principally engaged in the sale of small household
appliances. Jiangsu Ruijie Plastic Pipe Fitting Co., Ltd. was founded in 1998 and is principally
engaged in the production and sale of plastic pipes and fittings. For the three years ended 31
December 2016, 2017 and 2018, the Group’s operating incomes generated by the commercial
trading business segment was RMB88.9 million, RMB188.6 million and RMB217.7 million,
respectively.

• Other businesses: The Group also invests in and operates other businesses, such as restaurant
operation, tourism, and advertising. The Group invests in and operates its tourism business in
Huai’an, which is a famous city known for its long history and rich culture. Huai’an is located at
the intersection of Huai River and the Jinghang Grand Canal, and it has long been a key
transportation hub in the region and is widely expected to be developed into an international and
modern city. By acquiring a number of quality assets and resources, the Group intends to further
expand its restaurant operation and tourism businesses. For the three years ended 31 December
2016, 2017 and 2018, the Group’s operating incomes generated by the other businesses business
segment was RMB36.4 million, RMB71.5 million and RMB72.6 million, respectively.

COMPETITIVE STRENGTHS

The Group believes that its competitive strengths outlined below distinguish it from its competitors and
are important to its success and future development:

• The sole investment and financing platform for transportation infrastructure construction of the
Huai’an Municipal Government and wholly-owned by the Huai’an Municipal Government

• The Group’s quality assets and the stable cash flow generated from such quality assets

• Strong support from the Huai’an Municipal Government

• Strong financial profile with access to multiple sources of capital

• Experienced management team with sound corporate governance

BUSINESS STRATEGIES

The Group’s strategies are directed and approved by the Huai’an Municipal Government. The objective
of the Group is to become a leading enterprise in the transportation infrastructure development industry.
The Group intends to achieve its objective by implementing the following strategies:

• Further strengthen the infrastructure construction business

• Further explore innovative financing channels and expand the financing sources of the Group

• Further improve the synergies among the Group’s different business segments

• Continue to adopt centralised management of the Group’s capital and a prudent financial policy to
control cost and improve profitability

• Attract, motivate and cultivate high-quality talent
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RECENT DEVELOPMENTS

Interim Results as at and for the Six Months Ended 30 June 2019

As at 30 June 2019, as compared to the financial information as at 31 December 2018, the Group’s
short-term loan increased primarily due to an increase in bank loans; the Group’s notes payable
increased primarily due to an increase in bank’s acceptance bills issued by the Group; the Group’s debts
payable increased primarily due to an increase in bonds issued in the domestic capital markets. As a
result of aforementioned reasons, the Group’s total liabilities increased as at 30 June 2019 compared to
the financial information as at 31 December 2018. For the six months ended 30 June 2019, the Group
experienced increases in operating costs and management expenses as compared to the same period in
the preceding year, primarily due to an accompanying increase in operating incomes. Furthermore, the
Group experienced a decrease in other income in the six months ended 30 June 2019 compared with the
same period in the previous year, primarily due to a decrease in non-recurring government subsidies. As
a result of aforementioned reasons, the Group’s net profits for the six months ended 30 June 2019
decreased compared to the same period in the preceding year. Such financial information has not been
subject to an audit or review by independent auditors and should not be relied upon by investors to
provide the same quality of information associated with information that has been subject to an audit or
review.

Potential investors must exercise caution when using such data to evaluate the Group’s financial
condition and results of operations. The financial information as at and for the six months ended 30 June
2019 should not be taken as an indication of the Group’s expected financial condition or results of
operations as at and for the full financial year ending 31 December 2019. See ‘‘Risk Factors – Risks
Relating to the Group’s Business – The Issuer published and may continue to publish periodical
financial information in the PRC pursuant to applicable PRC regulatory rules. Investors should be
cautious and not place undue reliance on the Issuer’s unaudited and unreviewed financial information
or the discussion of material financial trends in relation to the Issuer’s unaudited and unreviewed
financial information as at and for the six months ended 30 June 2019.’’
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SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The summary consolidated financial information of the Issuer as at and for the years ended 31 December
2016, 2017 and 2018 set forth below is derived from and should be read in conjunction with the Issuer’s
Audited Consolidated Financial Statements, including the notes thereto and the auditor’s reports in
respect of the years ended 31 December 2016, 2017 and 2018 included elsewhere in this Offering
Circular. The Issuer’s Audited Consolidated Financial Statements have been audited by Zhongxinghua in
accordance with China Standards on Auditing for Certified Public Accountants.

The Issuer has not prepared the Issuer’s Audited Consolidated Financial Statements in accordance with
International Financial Reporting Standards (‘‘IFRS’’). As advised by Zhongxinghua, there are no
material differences between PRC GAAP and IFRS with respect to the determination of the Issuer’s
consolidated financial information as at and for the years ended 31 December 2016, 2017 and 2018.

The Issuer’s Audited Consolidated Financial Statements have only been prepared in Chinese. An English
translation of the Chinese Financial Statements (the ‘‘Financial Statements Translation’’) has been
prepared and included in this Offering Circular for reference only. Should there be any inconsistency
between the Chinese Financial Statements and the Financial Statements Translation, the Chinese
Financial Statements shall prevail. The Financial Statements Translation does not itself constitute
audited financial statements, and is qualified in its entirety by, and is subject to, the financial
information set out or referred to in, the Chinese Financial Statements. The Chinese Financial
Statements are available at the following website: www.chinamoney.com.cn

The Managers have not independently verified or checked the accuracy of the Financial Statements
Translation and can give no assurance that the information contained in the Financial Statements
Translation is accurate, truthful or complete.

According to Circular 706, any Public Interest Assets cannot be counted towards the Group’s assets for
the purposes of issuing medium and long-term foreign debt. As at 31 December 2018, the Group’s
Public Interest Assets amounted to approximately RMB5.0 billion, representing approximately 11.3 per
cent. of the Group’s total assets. See ‘‘Risk Factors – Risks relating to the Bonds – Any public interest
assets of the Group should not be taken into account when the Group’s business, financial condition,
results of operations and prospects are assessed’’ for further information.
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Summary Consolidated Balance Sheet Data

As at 31 December

2016 2017 2018

(RMB) (RMB) (RMB) (U.S.$)
(in millions)

(audited) (audited) (audited) (audited)
Current assets
Monetary fund . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,849.4 6,062.3 5,490.2 798.5
Notes receivable and accounts receivable . . . . . . . . . 2,097.9 2,801.1 3,551.1 516.5
Advance payments . . . . . . . . . . . . . . . . . . . . . . . . . 31.8 36.5 78.3 11.4
Other receivables. . . . . . . . . . . . . . . . . . . . . . . . . . 5,454.4 8,742.1 6,012.5 874.5
Inventory . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 275.6 1,079.8 3,665.1 533.1
Other current assets . . . . . . . . . . . . . . . . . . . . . . . . 68.5 162.3 276.4 40.2

Total current assets . . . . . . . . . . . . . . . . . . . . . . . 16,777.6 18,884.0 19,073.6 2,774.1

Non-current assets
Available-for-sale financial assets . . . . . . . . . . . . . . 566.0 1,002.3 1,188.7 172.9
Long-term equity investment . . . . . . . . . . . . . . . . . . 38.4 42.2 43.2 6.3
Investment real estate. . . . . . . . . . . . . . . . . . . . . . . – – 45.8 6.7
Fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,011.1 4,339.3 4,567.1 664.3
Construction in progress . . . . . . . . . . . . . . . . . . . . . 2,232.8 4,786.6 5,975.1 869.0
Intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . 427.9 424.1 370.7 53.9
Goodwill . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 324.3 324.3 47.2
Long-term deferred expenses. . . . . . . . . . . . . . . . . . 41.5 11.6 17.8 2.6
Deferred income tax assets . . . . . . . . . . . . . . . . . . . 16.2 31.0 37.9 5.5
Other non-current assets . . . . . . . . . . . . . . . . . . . . . 12,852.9 12,859.3 12,949.8 1,883.5

Total non-current assets . . . . . . . . . . . . . . . . . . . . 20,186.7 23,820.7 25,520.3 3,711.8

Total assets1 . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,964.4 42,704.7 44,593.9 6,485.9

1 As at 31 December 2018, the Group’s Public Interest Assets amounted to approximately RMB5.0 billion, representing
approximately 11.3 per cent. of the Group’s total assets.
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As at 31 December

2016 2017 2018

(RMB) (RMB) (RMB) (U.S.$)
(in millions)

(audited) (audited) (audited) (audited)
Current liabilities
Short-term loan . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,366.4 652.0 942.0 137.0
Notes payable and accounts payable . . . . . . . . . . . . . 1,157.0 1,480.2 1,495.0 217.4
Advance receipts . . . . . . . . . . . . . . . . . . . . . . . . . . 26.9 97.7 492.9 71.7
Employee benefits payable . . . . . . . . . . . . . . . . . . . 5.7 2.9 5.3 0.8
Taxes and fees payable. . . . . . . . . . . . . . . . . . . . . . 213.2 249.3 322.0 46.8
Other payables . . . . . . . . . . . . . . . . . . . . . . . . . . . 680.5 2,849.4 1,514.5 220.3
Non-current liabilities due within one year . . . . . . . . 1,910.0 1,262.9 4,013.2 583.7
Other current liabilities. . . . . . . . . . . . . . . . . . . . . . 1,121.4 353.9 300.0 43.6

Total current liabilities . . . . . . . . . . . . . . . . . . . . . 7,481.2 6,948.2 9,084.9 1,321.3

Non-current liabilities
Long-term loan . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,678.3 6,782.0 6,673.1 970.6
Debts payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,744.8 7,551.2 7,119.8 1,035.5
Long-term payables . . . . . . . . . . . . . . . . . . . . . . . . 680.0 628.0 574.6 83.6
Deferred income . . . . . . . . . . . . . . . . . . . . . . . . . . 14.4 51.3 252.0 36.7
Deferred income tax liabilities . . . . . . . . . . . . . . . . . – – 3.7 0.5

Total non-current liabilities . . . . . . . . . . . . . . . . . 10,117.5 15,012.5 14,623.3 2,126.9

Total liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . 17,598.7 21,960.7 23,708.2 3,448.2

Owner’s equity
Paid-in capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14,345.2 14,345.2 14,345.2 2,086.4
Other equity instruments. . . . . . . . . . . . . . . . . . . . . – 1,200.0 1,200.0 174.5
Capital reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,570.7 3,590.4 3,590.4 522.2
Other comprehensive income. . . . . . . . . . . . . . . . . . – – 11.2 1.6
Surplus reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . 124.7 149.0 171.7 25.0
Undistributed profit . . . . . . . . . . . . . . . . . . . . . . . . 1,170.4 1,285.7 1,358.4 197.6

Total equity attributable to owners of parent company 19,210.9 20,570.3 20,676.8 3,007.3
Minority shareholder’s interest. . . . . . . . . . . . . . . . . 154.7 173.8 208.9 30.4

Total owner’s equity . . . . . . . . . . . . . . . . . . . . . . . 19,365.7 20,744.0 20,885.7 3,037.7

Total liabilities and owner’s equity . . . . . . . . . . . . 36,964.4 42,704.7 44,593.9 6,485.9
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Summary Consolidated Income Statement Data

For the year ended 31 December

2016 2017 2018

(RMB) (RMB) (RMB) (U.S.$)
(in millions)

(audited) (audited) (audited) (audited)
Operating incomes . . . . . . . . . . . . . . . . . . . . . . . . . 1,537.7 2,121.1 2,405.9 349.9

Total operating incomes . . . . . . . . . . . . . . . . . . . . 1,537.7 2,121.1 2,405.9 349.9

Operating costs . . . . . . . . . . . . . . . . . . . . . . . . . . . (1,352.6) (1,922.6) (2,258.6) (328.5)
Taxes and surcharges . . . . . . . . . . . . . . . . . . . . . . . (21.9) (26.3) (23.9) (3.5)
Sales expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . (25.0) (35.6) (45.4) (6.6)
Management expenses . . . . . . . . . . . . . . . . . . . . . . (140.0) (173.8) (196.5) (28.6)
Financial expenses . . . . . . . . . . . . . . . . . . . . . . . . . (27.2) (6.1) (29.7) (4.3)
Asset impairment losses . . . . . . . . . . . . . . . . . . . . . (61.8) (59.5) (4.8) (0.7)

Total operating costs . . . . . . . . . . . . . . . . . . . . . . (1,628.5) (2,223.9) (2,558.8) (372.2)

Other income . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 246.6 248.2 36.1
Investment revenues. . . . . . . . . . . . . . . . . . . . . . . . 52.1 57.4 60.6 8.8
Asset disposal income . . . . . . . . . . . . . . . . . . . . . . (1.7) (0.6) 31.9 4.6

Operating profits . . . . . . . . . . . . . . . . . . . . . . . . . (40.4) 200.7 187.8 27.3
Non-operating incomes. . . . . . . . . . . . . . . . . . . . . . 274.0 8.1 1.6 0.2
Non-operating expenses . . . . . . . . . . . . . . . . . . . . . (1.6) (7.6) (4.3) (0.6)

Total profits . . . . . . . . . . . . . . . . . . . . . . . . . . . . 232.0 201.1 185.1 26.9
Income tax expenses . . . . . . . . . . . . . . . . . . . . . . . (13.0) (33.3) (42.6) (6.2)

Net profits . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 219.0 167.8 142.5 20.7

Net profit attributable to shareholders of the parent
company . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 230.0 139.6 101.5 14.8

Minority shareholders’ profit or loss . . . . . . . . . . . . (11.0) 28.2 41.0 6.0
Total comprehensive incomes . . . . . . . . . . . . . . . . 219.0 167.8 142.5 20.7

Total comprehensive incomes attributable to owners of
parent company . . . . . . . . . . . . . . . . . . . . . . . . . 230.0 139.6 101.5 14.8

Total comprehensive incomes attributable to minority
shareholder . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11.0) 28.2 41.0 6.0
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Summary Consolidated Cash Flow Statement Data

For the year ended 31 December

2016 2017 2018

(RMB) (RMB) (RMB) (U.S.$)
(in millions)

(audited) (audited) (audited) (audited)
Net cash flow from operating activities. . . . . . . . . . . 526.6 337.9 281.1 40.9
Net cash flow from investing activities . . . . . . . . . . . (1,041.5) (2,247.7) (127.0) (18.5)
Net cash flow from financing activities. . . . . . . . . . . 3,629.9 2,997.9 (681.6) (99.1)

Net increase/(decrease) in cash and cash equivalents 3,115.0 1,088.2 (527.5) (76.7)
Opening balances of cash and cash equivalents . . . . . 1,813.6 4,928.7 6,016.8 875.1

Closing balances of cash and cash equivalents . . . . 4,928.7 6,016.8 5,489.4 798.4

Other Financial Data

The following table sets forth certain other financial data of the Group as at the dates and for the
periods indicated.

As at and for the year ended 31 December

2016 2017 2018

(RMB in millions, except percentages)
EBITDA(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 493.1 481.2 403.3
EBITDA to total interest expense ratio . . . . . . . . . . . . . . . . . . . . . . . . 0.4x 0.4x 0.8x
Ratio of total debt to EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 48.1x 45.6x 43.6x

Notes:

(1) EBITDA for any period is calculated as net profit, adding back taxation, finance costs, depreciation and amortisation.
EBITDA is not a standard measure under PRC GAAP or IFRS. EBITDA is a widely used financial indicator of a company’s
ability to service and incur debt. EBITDA should not be considered in isolation or construed as an alternative to cash flows,
profit or any other measure of performance or as an indicator of our operating performance, liquidity, profitability or cash
flows generated by operating, investing or financing activities. EBITDA does not account for taxes, interest expense or
other non-operating cash expenses. In evaluating EBITDA, the Group believes that investors should consider, among other
things, the components of EBITDA such as selling and distribution costs and the amount by which EBITDA exceeds capital
expenditures and other charges. EBITDA has been included because the Group believes it is a useful supplement to cash
flow data as a measure of the Group’s performance and the Group’s ability to generate cash flow from operations to service
debt and pay taxes. EBITDA presented in this Offering Circular may not be comparable to similarly titled measures
presented by other companies. Investors should not compare the Group’s EBITDA to EBITDA presented by other companies
because not all companies use the same definition. The following table reconciles the Group’s EBITDA to the Group’s profit
for the period, which is the most directly comparable PRC GAAP measure:

As at and for the year ended 31 December

2016 2017 2018

(RMB in millions)
Net Profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 219.0 167.8 142.5
Adjustments:
Add:
Taxation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13.0 33.3 42.6
Finance costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.1 75.9 50.3
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 226.2 198.6 163.6
Amortisation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.8 5.5 4.3

EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 493.1 481.2 403.3
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THE OFFERING

The following is a brief summary of the offering and is qualified in its entirety by the remainder of this
Offering Circular. Some of the terms described below are subject to important limitations and
exceptions. Words and expressions defined in ‘‘Terms and Conditions of the Bonds’’ and ‘‘Summary of
Provisions Relating to the Bonds in Global Form’’ shall have the same meanings in this summary. For a
more complete description of the terms and conditions of the Bonds, see ‘‘Terms and Conditions of the
Bonds’’ in this Offering Circular.

Issuer . . . . . . . . . . . . . . . . . . Huai’an Traffic Holding Co., Ltd.（淮安市交通控股有限公司）.

The Bonds . . . . . . . . . . . . . . . U.S.$@@ @@ per cent. Bonds due @@.

Issue Price . . . . . . . . . . . . . . . The Bonds will be issued at @@ per cent. of their principal amount.

Form and Denomination . . . . . The Bonds will be issued in registered form in the specified
denominations of U.S.$200,000 and integral multiples of U.S.$1,000
in excess thereof.

Issue Date . . . . . . . . . . . . . . . @@.

Interest . . . . . . . . . . . . . . . . . The Bonds will bear interest on their outstanding principal amount
from and including @@, at the rate of @@ per cent. per annum,
payable semi-annually in arrear in equal instalments on @@ and
@@ in each year, commencing on @@.

Maturity Date . . . . . . . . . . . . @@.

Status of the Bonds . . . . . . . . The Bonds will constitute direct, unconditional, unsubordinated and
(subject to Condition 4(a) (Negative Pledge) of the Terms and
Conditions) unsecured obligations of the Issuer and shall at all times
rank pari passu and without any preference among themselves. The
payment obligations of the Issuer under the Bonds shall, save for
such exceptions as may be provided by applicable legislation and
subject to Condition 4(a) (Negative Pledge) of the Terms and
Conditions, rank at least equally with all its other present and future
unsecured and unsubordinated obligations.

Negative Pledge . . . . . . . . . . . The Bonds will contain a negative pledge provision as further
described in Condition 4(a) (Negative Pledge) of the Terms and
Conditions.

Use of Proceeds . . . . . . . . . . . The net proceeds of the issue of the Bonds will be used for
refinancing certain offshore existing indebtedness. See ‘‘Use of
Proceeds’’.

Events of Default . . . . . . . . . . The Bonds will contain certain events of default as further described
in Condition 9 (Events of Default) of the Terms and Conditions.

Cross Default. . . . . . . . . . . . . The Bonds will contain a cross default provision. See Condition 9(c)
(Cross-Default) of the Terms and Conditions.
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Taxation . . . . . . . . . . . . . . . . All payments of principal, premium (if any) and interest by or on
behalf of the Issuer in respect of the Bonds shall be made free and
clear of, and without withholding or deduction for, any taxes, duties,
assessments or governmental charges of whatever nature imposed,
levied, collected, withheld or assessed by the PRC or any political
subdivision or any authority therein or thereof having power to tax,
unless such withholding or deduction is required by law.

Where such withholding or deduction is made by the Issuer by or
within the PRC at a rate up to and including the aggregate rate
applicable on @@ (the ‘‘Applicable Rate’’), the Issuer will increase
the amounts paid by it to the extent required, so that the net amount
received by Bondholders equals the amounts which would otherwise
have been receivable by them had no such withholding or deduction
been required.

If the Issuer is required to make a deduction or withholding by or
within the PRC in excess of the Applicable Rate, the Issuer shall
pay such additional amounts (the ‘‘Additional Tax Amounts’’) as
will result in receipt by the Bondholders of such amounts as would
have been received by them had no such withholding or deduction
been required, except that no such Additional Tax Amounts shall be
payable in the circumstances set out in Condition 8 (Taxation) of the
Terms and Conditions.

Final Redemption. . . . . . . . . . Unless previously redeemed, or purchased and cancelled, the Bonds
will be redeemed at their principal amount on the Maturity Date.

Redemption for Relevant
Events . . . . . . . . . . . . . . . .

Following the occurrence of a Relevant Event, the Holder of any
Bond will have the right, at such Holder’s option, to require the
Issuer to redeem all, but not some only, of such Holder’s Bonds at
101 per cent. (in the case of a redemption for a Change of Control)
or 100 per cent. (in the case of a redemption for a No Registration
Event) of their principal amount, together in each case with accrued
interest, as further described in Condition 6(c) (Redemption for
Relevant Events) of the Terms and Conditions.

A ‘‘Change of Control’’ occurs when:

(i) the Huai’an Municipal Government ceases to directly or
indirectly hold or own 100 per cent. of the issued share capital
of the Issuer; or

(ii) the Issuer consolidates with or merges into or sells or transfers
all or substantially all of the Issuer’s assets to any other
Person, unless the consolidation, merger, sale or transfer will
not result in the other Person or Persons acquiring Control
over the Issuer or the successor entity.
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Redemption for Taxation
Reasons . . . . . . . . . . . . . . .

The Bonds may be redeemed at the option of the Issuer in whole,
but not in part, at any time, on giving not less than 30 nor more than
60 days’ notice to the Bondholders (which notice shall be
irrevocable) and in writing to the Trustee and the Principal Paying
Agent at their principal amount (together with any interest accrued
up to (but excluding) the date fixed for redemption) if the Issuer
satisfies the Trustee immediately prior to the giving of such notice
that:

(i) the Issuer has or will become obliged to pay Additional Tax
Amounts (as provided or referred to in the Terms and
Conditions) as a result of any change in, or amendment to, the
laws or regulations of the PRC or any political subdivision or
any authority thereof or therein having power to tax, or any
change in the application or official interpretation of, or the
stating of an official position with respect to, such laws or
regulations (including but not limited to any decision by a
court of competent jurisdiction), which change or amendment
becomes effective on or after @@; and

(ii) such obligation cannot be avoided by the Issuer taking
reasonable measures available to it,

provided, however, that no such notice of redemption shall be
given earlier than 90 days prior to the earliest date on which the
Issuer would be obliged to pay such Additional Tax Amounts were a
payment in respect of the Bonds then due, as further described in
Condition 6(b) (Redemption for Taxation Reasons) of the Terms and
Conditions.

Further Issues . . . . . . . . . . . . The Issuer is at liberty from time to time, without the consent of the
Bondholders, to create and issue further bonds having the same
terms and conditions as the Bonds in all respects (or in all respects
except for the issue date, the first payment of interest on them and
the timing for complying with the Registration Conditions and
making of the Foreign Debt Registration and the NDRC Post-issue
Filing) and so that the same shall be consolidated and form a single
series with the outstanding Bonds, as further described in Condition
15 (Further Issues) of the Terms and Conditions.

Trustee . . . . . . . . . . . . . . . . . The Bank of New York Mellon, London Branch.

Principal Paying Agent . . . . . . The Bank of New York Mellon, London Branch.

Registrar and Transfer Agent . The Bank of New York Mellon SA/NV, Luxembourg Branch.
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Clearing Systems . . . . . . . . . . The Bonds will be represented initially by beneficial interests in the
Global Certificate, which will be registered in the name of a
nominee of, and deposited on the Issue Date with, a common
depositary for Euroclear and Clearstream. Beneficial interests in the
Global Certificate will be shown on, and transfers thereof will be
effected only through, records maintained by Euroclear and
Clearstream. Except as described in this Offering Circular,
certificates for the Bonds will not be issued in exchange for
beneficial interests in the Global Certificate.

Clearance and Settlement . . . . The Bonds have been accepted for clearance through Euroclear and
Clearstream with Common Code 201521483 and the ISIN of the
Bonds is XS2015214831.

Notices and Payment . . . . . . . So long as the Global Certificate is held on behalf of Euroclear and
Clearstream, any notice to the holders of the Bonds shall be validly
given by the delivery of the relevant notice to Euroclear and
Clearstream, for communication by the relevant clearing system to
entitled accountholders in substitution for notification as required by
the Terms and Conditions and shall be deemed to have been given
on the date of delivery to such clearing system.

Governing Law . . . . . . . . . . . English law.

Jurisdiction . . . . . . . . . . . . . . Exclusive jurisdiction of Hong Kong courts.

Listing . . . . . . . . . . . . . . . . . Application will be made to the Hong Kong Stock Exchange for the
listing of the Bonds by way of debt issues to Professional Investors
only and such permission is expected to become effective on or
about @@. A confirmation of the eligibility for the listing of the
Bonds has been received from the Hong Kong Stock Exchange.

Selling Restrictions . . . . . . . . The Bonds will not be registered under the Securities Act or under
any state securities laws of the United States, are being offered only
outside the United States in reliance of Regulation S of the
Securities Act and will be subject to customary restrictions on
transfer and resale. See ‘‘Subscription and Sale’’.

Ratings . . . . . . . . . . . . . . . . . Fitch has assigned a corporate rating of ‘‘BB’’ with a stable outlook
to the Issuer. The Bonds are expected to be rated ‘‘BB’’ by Fitch. A
rating is not a recommendation to buy, sell or hold securities and
may be subject to suspension, reduction or withdrawal at any time
by the assigning rating agency.

Legal Entity Identifier . . . . . . 3003002ZFAJ1WEB2BL96.
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RISK FACTORS

An investment in the Bonds is subject to a number of risks. Investors should carefully consider all of the
information in this Offering Circular and, in particular, the risks described below, before deciding to
invest in the Bonds. The following describes some of the significant risks relating to the Group, its
business, the market in which the Group operates and the value of the Bonds. Some risks may be
unknown to the Issuer and other risks, currently believed to be immaterial, could in fact be material.
Any of these could materially and adversely affect the business, financial condition, results of
operations or prospects of the Issuer and the Group or the value of the Bonds. The Issuer believes that
the risk factors described below represent the principal risks inherent in investing in the Bonds, but the
ability of the Issuer to pay interest, principal or other amounts on or in connection with any Bonds may
be affected by some factors that may not be considered as significant risks by the Issuer on information
currently available to them or which they are currently unable to anticipate. All of these factors are
contingencies which may or may not occur and the Issuer is not in a position to express a view on the
likelihood of any such contingency occurring. This Offering Circular also contains forward-looking
statements that involve risks and uncertainties. The actual results of the Group could differ materially
from those anticipated in these forward-looking statements as a result of certain factors, including the
risks described below and elsewhere in this Offering Circular.

The Issuer does not represent that the statements below regarding the risk factors of holding any Bonds
are exhaustive. Prospective investors should also read the detailed information set out elsewhere in this
Offering Circular and reach their own views prior to making any investment decision.

RISKS RELATING TO THE GROUP’S BUSINESS

The Group’s performance is largely dependent on monetary policies and public spending on
infrastructure construction of the Huai’an Municipal Government.

The Group is the sole investment and financing platform for transportation infrastructure construction of
the Huai’an Municipal Government. The Group’s businesses are to a large extent funded by the Huai’an
Municipal Government. Due to the nature of the Group’s businesses, its business and financial
performance may be materially affected by changes in public budget of the Huai’an Municipal
Government, especially by a significant reduction in the Huai’an Municipal Government’s public
spending.

There are a number of key factors affecting the nature, scale, location and timing of the Huai’an
Municipal Government’s public investment plans in infrastructure construction. Aside from the PRC
central government’s policies and priorities relating to the development of different regions across the
country, two of the key factors are the Huai’an Municipal Government’s fiscal and monetary policies,
including the availability of credit and funding for projects, as well as the Huai’an Municipal
Government’s public investment plans in infrastructure construction. The above two factors may also be
directly affected by changes in the economic conditions in the PRC generally and in Huai’an
particularly. In recent years, there has been a slowdown in the growth of China’s economic development
as evidenced by a decrease in PRC’s GDP annual growth rate. According to the National Statistics
Bureau of the PRC（中華人民共和國國家統計局, the ‘‘NSB’’), the annual growth rate of China’s GDP
slowed down in the recent years from 6.9 per cent. in 2015 to 6.6 per cent. in 2018. Huai’an has
similarly experienced steady but slowing economic growth in recent years. According to the Huai’an
Municipal Statistics Bureau（淮安市統計局）, the annual growth rate of GDP in Huai’an slowed down in
the recent years from 10.3 per cent. in 2015 to 6.5 per cent. in 2018. There can be no assurance that the
level of economic development in Huai’an will continue to grow at the rates seen in recent years, and it
is unclear how the economic development in Huai’an will be affected by a perceivable slowdown in the
growth of the PRC economy. Any sustained slowdown or material deterioration in China’s overall
economic conditions may increase the vulnerability of the economic conditions of Huai’an and the fiscal
conditions of the Huai’an Municipal Government, which may in turn materially and adversely affect the
Huai’an Municipal Government’s public investment plans in infrastructure construction. If the Huai’an
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Municipal Government decreases or intends to decrease public spending on infrastructure construction,
the Group’s business, financial condition, results of operations and prospects may be materially and
adversely affected.

A reduction or discontinuance of government support could materially and adversely affect the
Group’s business, financial condition and results of operations.

In light of the strategic importance of the Group’s business and operations to Huai’an, the Group has
received substantial support from the Huai’an Municipal Government with respect to industrial
restructuring, resource allocation, and policies relating to investment and financing activities, which is
critical to the Group’s business operation. The government support received by the Group primarily
includes favourable policies, business opportunities, capital contribution, government subsidies and
grants. However, there is no assurance that the Huai’an Municipal Government will continue to provide
support to the Group or that the existing or other types of government support will not be adjusted or
terminated due to changes in government policies or otherwise. If any favourable incentive or
government support which is currently available to the Group is reduced or discontinued in the future,
the Group’s business, financial condition and results of operations would be materially and adversely
affected.

Any adverse change in the economic development, social conditions, government policies or natural
conditions of Huai’an could materially and adversely affect the Group’s business, financial
condition, results of operations and prospects.

For the three years ended 31 December 2016, 2017 and 2018, revenue derived from the Group’s
subsidiaries registered in Huai’an accounted for substantially all of the Group’s revenue. In light of the
concentration of the Group’s businesses in Huai’an, the Group is exposed to risks associated with such
concentration. Any economic slowdown in Huai’an could reduce the demand for the Group’s
infrastructure construction, transportation logistics operations, commercial trading business as well as
the services rendered by the Group’s tourism business. Furthermore, while the Huai’an Municipal
Government has adopted preferential policies for a number of industries in which the Group conducts a
significant part of its business and has provided financial support to the Group in various forms, it is not
guaranteed that the Huai’an Municipal Government will not change or terminate such preferential
policies or financial support. If there is any adverse change in the economic development, social
conditions or government policies in Huai’an, the Group’s business, financial conditions, results of
operations and prospects could be materially and adversely affected.

The Group faces risks associated with contracting with public bodies.

As the sole investment and financing platform for transportation infrastructure construction of the
Huai’an Municipal Government, the Group collaborates with various governmental authorities and their
controlled entities in Huai’an and other regions in the PRC. Although the Group believes that it
currently maintains close working relationships with those governmental authorities and entities relevant
to its businesses, there can be no assurance that these relationships will continue to be maintained on
good terms in the future. Local governments and the government-controlled entities with which the
Group collaborates may (i) have economic or business interests or consideration that are inconsistent
with those of the Group’s; (ii) take actions contrary to the Group’s requests, policies or objectives; (iii)
be unable or unwilling to fulfil their obligations; (iv) have financial difficulties; (v) have disputes with
the Group as to contractual terms or other matters; or (vi) place higher priority in public interest over
the Group’s profitability. If there are any material disagreements between the Group and any
governmental authorities or any of the government-controlled entities, there can be no assurance that the
Group will be able to successfully resolve them in a timely manner.
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In addition, disputes with public bodies may last for considerably longer periods of time than those with
private sector counterparties, and payments from the public bodies may be delayed as a result. Any of
these may materially and adversely affect the business relationships between the Group and the relevant
governmental authorities and/or governmental entities, which may in turn materially and adversely affect
the Group’s business, financial condition, results of operations and prospects.

PRC regulations on the administration of the financing platform and fiscal debts of local
governments will have a material impact on the Group’s business model and sources of financing.

The PRC government has in recent years issued multiple regulations intended to restrict the ability of
local governments to use state-owned enterprises to incur debt that should be directly incurred by
government bodies. These regulations include: the Notice on Strengthening the Administration of Local
Government Financing Vehicles（關於加強地方政府融資平臺公司管理有關問題的通知）(‘‘Circular
19’’) in June 2010 and the Opinion on Enhancing the Administration of Fiscal Debts of Local
Governments (Guo Fa [2014] No. 43)（關於加強地方政府性債務管理的意見（國發[2014]43
號））(‘‘Circular 43’’) in September 2014 released by the State Council, the Notice on Further
Regulating Issuance of Bonds by Local Government Financing Vehicles（關於進一步規範地方政府投融

資平臺公司發行債券行為有關問題的通知）released by the NDRC issued in November 2010
(‘‘Circular 2881’’), the Circular on Further Regulating the Debt Financing Behaviours of Local
Government (Cai Yu [2017] No. 50)（關於進一步規範地方政府舉債融資行為的通知（財預[2017]50
號））(‘‘Circular 50’’) jointly issued by the MOF, the NDRC, the Ministry of Justice of the PRC, the
People’s Bank of China (‘‘PBOC’’), the CBRC and the China Securities Regulatory Commission in
April 2017, the Circular on Firmly Curbing Local Governments’ Illegal Financing Activities in the
Name of Government Procurement of Services (Cai Yu [2017] No. 87)（關於堅決制止地方以政府購買

服務名義違法違規融資的通知（財預[2017]87號））(‘‘Circular 87’’) issued by the MOF in May 2017,
the Notice of the Ministry of Finance on the Financing Activities Conducted by Financial Institutions
for Local Governments and State-owned Enterprises (Cai Jin [2018] No. 23)（財政部關於規範金融企業

對地方政府和國有企業投融資行為有關問題的通知（財金[2018]23號）） (‘‘Circular 23’’) in March
2018, the Circular of the National Development and Reform Commission and the Ministry of Finance
on Improvement of Market Regulatory Regime and Strict Prevention of Foreign Debt Risks and Local
Government Indebtedness Risks (Fa Gai Wai Zi [2018] No. 706)（國家發展改革委財政部關於完善市場

約束機制嚴格防範外債風險和地方債務風險的通知（發改外資[2018]706號））(‘‘Circular 706’’) jointly
issued by the NDRC and the MOF in May 2018 and the Guiding Opinion on Strengthening the Asset
and Liability Constraints of State-Owned Enterprises（中共中央辦公廳、國務院辦公廳《關於加強國有

企業資產負債約束的指導意見》）jointly issued by the General Office of the Central Committee of the
Communist Party of China and the State Council in September 2018 (the ‘‘Joint Opinion’’) (Circular
43, Circular 50, Circular 87, Circular 23, Circular 706 and the Joint Opinion, together, the ‘‘Debt
Control Circulars’’).

Circular 706 requires companies that plan to borrow medium and long-term foreign debt to establish a
sound and standardised corporate governance structure, management decision-making mechanism and
financial management system. It further requires that the assets owned by such companies should be of
good quality and clear ownership and it is forbidden to include public interest assets in corporate assets.
See ‘‘– Risks relating to the Bonds – The PRC government has no obligations under the Bonds’’ and ‘‘–

Risks relating to the Bonds – Any public interest assets of the Group should not be taken into account
when the Group’s business, financial condition, results of operations and prospects are assessed’’ for
further information.

According to Circular 2881, the financing vehicles of a local government, such as the Issuer, must rely
on their internal operating cash flow to finance the payment of more than 70 per cent. of the cash
requirements for repaying their corporate bonds issued in the PRC. If revenue from the construction of
public interest projects represents more than 30 per cent. of their total revenue, the financing vehicles
should provide the authorities that review the application of corporate bonds issuance with information
relating to the balance of the local government’s debts and other detailed information to demonstrate
their repayment ability. In addition, it reinforces the requirements under Circular 19 which prohibit local
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governments from mortgaging state-owned assets or otherwise creating security interests over public
funds to secure the debts of its financing vehicles, directly or indirectly. As of the date of this Offering
Circular, the Group has not received any notice from any governmental authority that it is not in
compliance with Circular 2881.

Circular 50 reaffirmed the Circular 43 policy that local governments are not permitted to use any means
other than bonds for debt financing and are prohibited from requesting or ordering enterprises to issue
debt on their behalf. Circular 87 required local governments and their departments shall not take
advantage of or make up a contract for the government procurement of services in such a manner that
conceals an underlying objective of raising funds for any construction project, and shall not make up a
contract for accounts payable (receivable) by any means or enter into such a contract beyond their
respective authority in an attempt to help financing platforms and other types of enterprises raise funds.
Circular 23 and Circular 706 established policies for foreign debt issuance including exclusions on
public assets being listed as enterprise assets and restrictions on making disclosure in offering circulars
that imply government endorsement of the issuance or an association with the government’s credit. The
Joint Opinion, consistent with Circular 43 and Circular 50, bans local governments from engaging in
‘‘disguised’’ borrowing by using state-owned enterprises to issue corporate debt on their behalf. For
further details on the Debt Control Circulars see ‘‘PRC Laws and Regulations’’.

The Group believes that the PRC government will continue to implement the Debt Control Circulars to
control local government debts. Accordingly, the Group should rely on the cash flow generated from its
operations and external borrowings for financing its operating activities and to satisfy its cash needs for
servicing its outstanding indebtedness. Pursuant to the terms of the Bonds and as required by the Debt
Control Circulars, neither the Huai’an Municipal Government nor any other PRC governmental entity
has any obligation to repay any amount under the Bonds and will not provide a guarantee of any kind
for the Bonds. The Bonds are solely to be repaid by the Issuer, and the obligations of the Issuer under
the Bonds or the Trust Deed shall solely be fulfilled by the Issuer as independent legal persons. The
liability of the Huai’an Municipal Government is limited to its equity contribution in the Issuer. If the
Issuer does not fulfil its obligations under the Bonds and the Trust Deed, the Bondholders will only
have recourse against the Issuer, and not the Huai’an Municipal Government or any other PRC
governmental entity.

The PRC government may continue to release new policies or amend existing regulations to control the
increase in local governmental debts in China. There is no assurance that the Group’s financing and
business model and also its indebtedness will not be materially affected by future changes in the
regulatory regime concerning the financing platforms of local governments in response to such
regulations.

The Huai’an Municipal Government can exert significant influence on the Group, and could cause
the Group to make certain decisions or modify its scope of activities, or impose on the Group new
obligations, that may not be in the Group’s best interests and may not aim to maximise the
Group’s profits.

The Group is wholly owned by the Huai’an Municipal Government and, accordingly, the Huai’an
Municipal Government is able to significantly influence the Group’s major business decisions and
strategies, including the scope of the Group’s activities, investment decisions and dividend policy. There
is no assurance that the Huai’an Municipal Government would always take actions that are in the
Group’s best interests or that aim to maximise the Group’s profits. For example, the Huai’an Municipal
Government could use its ability to influence the Group’s business and strategy in a manner beneficial to
the Jiangsu Province as a whole, which may not necessarily be in the Group’s best interests. The
Huai’an Municipal Government could also change its policies, plans, preferences, views, expectations,
projections, forecasts and opinions, as a result of changes in the PRC’s economic, political and social
environment, and its projections of population and employment growth. Any amendment, modification
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or repeal of existing policies of the Huai’an Municipal Government could result in a modification of the
existing regulatory regime which in turn may adversely affect the Group’s business, financial condition
and results of operations.

The Group’s business operations require substantial capital.

The Group’s business operations require substantial capital to carry out its construction plans. For the
years ended 31 December 2016, 2017 and 2018, the Group made capital expenditures of RMB506.2
million, RMB805.2 million and RMB143.9 million, respectively. A significant portion of the capital
demand of the Group is satisfied through fiscal funding from the Huai’an Municipal Government in the
form of subsidies and asset injections. The Group generally formulates and updates its capital
expenditure and construction plans on an annual basis and reports its plans to the Huai’an Municipal
Government. The Huai’an Municipal Government takes into consideration these plans when it
determines the government budget for the subsequent financial year.

There can be no assurance that the capital expenditure and construction plans submitted by the Group
will be approved by the Huai’an Municipal Government. The Group may need to adjust its plans to
align with the overall urban strategies and plans of the Huai’an Municipal Government. Otherwise, it
will need to resort to alternative funding to meet its capital needs.

In addition, the Group’s capital expenditure and construction plans are affected by a number of factors,
such as the requirements of the projects, the Group’s ability to generate sufficient cash flows from its
operations and the availability and costs of external financing. Any material changes in these factors,
which may be beyond the Group’s control, may create capital shortfall after the Huai’an Municipal
Government approves and grants the funding based on the Group’s original capital expenditure and
construction plans. Delays and cost overruns inherent in the businesses in which the Group operates may
also cause such capital shortfall. In such cases, the Group’s reliance on external financings and its
internal capital resources may increase.

For the years ending 31 December 2016, 2017 and 2018, the net cash flows of the Group from operating
activities are RMB526.6 million, RMB337.9 million, and RMB281.1 million, respectively. The ordinary
operating cash flow of the Group is rather volatile and will to a certain extent affect its resilience to
risk. A reduced cashflow and liquidity of the Group may negatively affect its business, financial
condition and results of operations.

The Group from time to time needs to seek external financing from third parties to fill the capital
shortfall if government funding is insufficient and/or to satisfy its working capital requirement. As at 31
December 2018, the Group had total credit facilities of RMB13.0 billion, of which RMB4.4 billion had
not been utilised. The Group’s ability to access and raise sufficient funds through different sources
depends upon a number of factors, such as China’s economic condition, prevailing conditions in capital
markets, regulatory requirements, the Group’s financial condition, and costs of financing including
changes in interest rates. Some of these factors may be beyond the Group’s control. Further, the
promulgation of Circular 43 may adversely affect the Group’s ability to raise funds. If the Group fails to
raise sufficient funds in a timely manner or fails to obtain external financing on commercially acceptable
terms, it may not be able to fund in full the capital expenditure necessary to expand its production
facilities, upgrade or purchase additional facilities and equipment or implement its business strategies,
which may in turn have a material and adverse impact on the Group’s business, financial condition,
results of operations and prospects.
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Significant indebtedness may restrict the Group’s business activities and increase the Group’s
exposure to various operational risks.

The Group relies on external borrowings to satisfy a portion of its capital requirements in addition to the
cash flow generated by its operating activities and therefore the Group has significant outstanding
indebtedness. As at 31 December 2018, the Group had total long-term indebtedness of RMB14,367.5
million, representing 60.6 per cent. of its total liabilities. Substantial indebtedness could have a number
of impacts on the Group’s businesses. For example, it could:

• require the Group to dedicate part of its operating cash flow to service its indebtedness before it
receives the government funding increase the Group’s finance costs, thus affecting the overall
profits of the Group;

• limit the Group’s flexibility in planning for or responding to changes in the Group’s businesses and
the industries in which it operates;

• limit, together with the financial and other restrictive covenants of the Group’s indebtedness,
among other things, the Group’s ability to borrow additional funds; and

• increase the Group’s vulnerability to adverse general economic and industry conditions.

In 2016, 2017 and 2018, financial expenses of the Group, which primarily represent the Group’s interest
expenses, amounted to RMB27.2 million, RMB6.1 million and RMB29.7 million, respectively. Some of
the Group’s borrowings are secured by encumbrances created over a number of its assets such as
mortgages over land use rights and buildings, pledges over equity stocks and account receivables. As at
31 December 2018, the total value of Group’s secured loans amounted to approximately RMB3,229.7
million, not including the value of pledges. These third-party security rights may limit the Group’s use
of the relevant assets and adversely affect its operations efficiency. In the future, as the Group’s
operations continue to expand and its capital requirements continue to grow, the Group may face
increasing pressure to control its external borrowings. In the event that the Group fails to keep its
indebtedness under a certain level, the funds available for various other business purposes may become
limited, and its business, financial condition and results of operations may be materially and adversely
affected.

In addition, certain loan agreements to which the Group’s subsidiaries are parties contain restrictive
covenants, which prevent or limit such subsidiaries’ ability from engaging in certain activities, such as
incurring additional indebtedness or declaring and making distributions. If the relevant subsidiaries fail
to comply with the restrictions and covenants, there could be a default under the terms of those loan
agreements and financial liabilities could arise. Furthermore, some of the Group’s loan agreements
contain cross-acceleration or cross-default provisions. A default under one loan may cause the
acceleration of repayment of other debt, or result in a default under the other loan agreements of the
subsidiaries. If any of these events occur, there can be no assurance that the Group’s assets and cash
flow would be sufficient to repay in full all of its indebtedness which has become due and payable, or
that it would be able to find alternative financing.

The Group’s business and results of operations may be susceptible to material fluctuations in
interest rates.

The Group has significant outstanding indebtedness. The interest on a significant portion of such
indebtedness accrue based on interest rates that benchmark the one-year lending rate published by
PBOC. As such, any material fluctuation in the benchmark lending rate may have a material impact on
the Group’s interest payables under its bank loans and in turn affect its results of operations. In recent
years, the PRC government from time to time adjusted interest rates as an instrument to control the level
of liquidity in the market and the PRC economy. In April 2006, the PBOC raised the benchmark one-
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year lending rate from 5.58 per cent. to 5.85 per cent. and in August 2006 further increased it to 6.12
per cent. In 2007, the PBOC increased the one-year lending rate six times from 6.12 per cent. to a high
of 7.47 per cent. in December 2007.

Since the outbreak of the global financial crisis in 2008, the PRC government started to lower the
benchmark lending rate to encourage borrowings and steam the recovery of the country’s economy.
Beginning in 2008, the PBOC decreased the benchmark one-year lending rate five times, from 7.47 per
cent. to 5.31 per cent. in December 2008, which remained unchanged until September 2010. The one
year lending rate increased to 5.81 per cent. as at 26 December 2010, increased to 6.06 per cent.
effective from 9 February 2011, increased to 6.31 per cent. effective from 6 April 2011 and increased to
6.56 per cent. from 7 July 2011. This easing policy was changed in 2012 in light of the overheating
property market in the PRC. The one-year benchmark interest rate decreased by 25 basis points in June
2012 and decreased again by 31 basis points in July 2012. In November 2014, the PBOC further
decreased the benchmark one-year lending rate by 40 basis points to 5.6 per cent. and decreased the
benchmark one-year saving rate by 25 basis points to 2.75 per cent. Although the Group’s business and
financial condition may benefit from the low prevailing interest rates in the market, there is no assurance
that this low-interest environment will continue. Any increase in benchmark lending rates by PBOC in
the future will increase the Group’s financing costs and adversely affect the Group’s profitability,
financial condition and results of operations.

There are risks associated with any material acquisitions by the Group.

The Group expands its business by both organic growths and acquiring or investing in other companies.
During the course of these acquisition and investment transactions, the Group conducts due diligence
investigations with respect to the target companies, but the due diligence with respect to any acquisition
or investment opportunity may not reveal all relevant facts that are necessary or useful in evaluating
such opportunity, which could subject the Group to unknown financial and legal liabilities. When
determining the price for any acquisition or investment, the Group considers various factors, including
the quality of the target business, estimated costs associated with the acquisition or investment, and the
management of the target business, prevailing market conditions and intensity of competition in the local
markets. The Group also faces various post-completion issues arising from the acquisition or the
investment, such as integration of the business into its operations and allocation of internal resources to
successfully operate the acquired business. There can be no assurance that the Group will be able to
address these issues effectively. In addition, any major acquisition or investment transaction may require
significant management attention and financial resources of the Group or even result in significant
indebtedness for the Group, depending on the relevant financing plan for the transaction. Any material
decrease in its financial resources may limit the Group’s ordinary operating activities and increase
pressure on its liquidity, and in turn could adversely affect its business, financial condition and results
of operations.

As at the date of this Offering Circular, the Group had acquired or invested in a number of significant
businesses and assets, some of which have not started to generate the optimal level of income for the
Group. There can be no assurance that these businesses and assets will start to contribute to the Group
with the expected returns when the acquisition or investment was made. In addition, the Group is unable
to predict whether there will be any target suitable for acquisition or when any acquisition opportunities
could arise. In the event that the Group enters into any letter of intent or agreement for any material
acquisition after the issue of the Bonds, the market price and the trading volume of the Bonds may be
adversely affected.

The Group may not successfully manage its growth.

The Group is comprised of a large number of companies operating in a variety of industries. As the
Group continues to grow, its operations will become more widespread and complex. It might become
increasingly challenging for the Group to direct and monitor the day-to-day operations of its different
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business segments, to prevent and detect fraud and to protect its assets. To meet up to this challenge, the
Group must continue to improve its managerial, technical, operational and other resources, and to
implement an effective management and internal control system that emphasises proper authorisations,
reliability and accountability of financial reporting, imposes financial and internal control disciplines on
subsidiary and associate companies, and creates value-focused incentives for the management. In
addition, in order to fund the Group’s ongoing operations and its future growth, the Group needs to have
sufficient internal sources of liquidity or access to additional financing from external sources. Further,
the Group will be required to manage relationships with a greater number of customers, suppliers,
contractors, service providers, lenders and other third parties. There can be no assurance that the Group
will not experience issues such as capacity and capital constraints, construction delays, operational
difficulties at new facilities or difficulties in upgrading or expanding existing facilities and training an
increasing number of personnel to manage and operate those facilities. In particular, failure of the Group
to implement its expansion plans in a timely manner could adversely affect its ability to maintain,
expand and diversify its revenue base and to maintain the profitability of the Group. There can be no
assurance that such expansion plans will not adversely affect the Group’s existing operations and
thereby may have a material adverse effect on its business, financial condition, operating results and
future prospects and could cause the price of the Bonds to fall.

In particular, the Group has historically been focusing on transportation infrastructure development.
Over the years it has diversified its businesses into transportation logistics, commercial trading, and
other businesses, including restaurant operations, tourism and advertising. The Group intends to continue
to develop these new businesses while maintaining sustainable growth of its core businesses as one of
its future strategies. Whether the Group could successfully implement this strategy, to some extent,
depends on the Group’s ability to identify attractive projects, obtain required approvals from relevant
regulatory authorities in the PRC, access financing options on commercially acceptable terms and
maintain close relationship with various governmental authorities and agencies. The success of handling
the foregoing matters with respect to any particular project cannot be assured. There can be no assurance
that the Group is able to successfully implement its strategy, manage or integrate newly-acquired
operations with its existing operations. Failure to implement the Group’s growth strategy could have a
material adverse impact on its business, financial condition and results of operations.

The insurance coverage of the Group may not adequately protect it against all operating risks.

The Group faces various operational risks in connection with its business, including but not limited to:

• production interruptions caused by operational errors, electricity outages, raw material shortages,
equipment failure and other production risks;

• operating limitations imposed by environmental or other regulatory requirements;

• work-related personal injuries;

• on-site production accidents;

• credit risks relating to the performance of customers or other contractual third parties;

• disruption in the global capital markets and the economy in general;

• loss on investments;

• environmental or industrial accidents; and

• catastrophic events such as fires, earthquakes, explosions, floods, collapse of mine or other natural
disasters.
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To manage operating risks, the Group maintains insurance policies that provide different types of risk
coverage which it believes to be consistent with the relevant industry and business practice in China or
elsewhere. However, claims under the insurance policies may not be honoured fully or on time, or the
insurance coverage may not be sufficient to cover costs associated with accidents incurred in the
Group’s operations due to the above-mentioned operational risks. To the extent that any of the Group
companies suffers loss or damage that is not covered by insurance or that exceeds the limit of its
insurance coverage, the Group’s results of operations and cash flow may be materially and adversely
affected.

The Group is subject to various environmental, safety and health regulations in China and any
failure to comply with such regulations may result in penalties, fines, governmental sanctions,
proceedings or suspension or revocation of its licenses or permits.

The Group is required to comply with extensive environmental, safety and health regulations in China.
Failure to comply with such regulations may result in fines or suspension or revocation of the Group’s
licenses or permits to conduct its business. Given the volume and complexity of these regulations,
compliance may be difficult or involve significant financial and other resources to establish efficient
compliance and monitoring systems. There is no assurance that the Group will be able to comply with
all applicable requirements or obtain all relevant approvals and permits on a timely basis or at all. As at
the date of this Offering Circular, the Group has adopted a series of measures to address the
government’s requirements. The Group believes it has all permits, licenses, qualifications and other
government authorisations necessary to conduct its business as specified in its business license and to
use its properties in the manner described in this Offering Circular. However, there can be no assurance
that these permits, licenses, qualifications and other authorisations will be renewed upon their
expiration, or that the Group will continue to meet the standards imposed by the government. Further,
government authorisations may be revoked if the operation fails to comply with the stipulated standards.
Failure to obtain, maintain or renew relevant qualifications may have a material adverse impact on the
Group’s business, financial condition and results of operation. In addition, PRC laws and regulations are
constantly evolving. There can be no assurance that the PRC government or the local government will
not impose additional or stricter laws or regulations, which may increase compliance costs of the Group.

The Group is subject to litigation risks and may face significant liabilities as a result.

The Group may from time to time be involved in disputes with governmental entities, incumbent
residents, contractors, suppliers, employees and other third party service providers during the course of
its daily operations. Claims may be brought against any of the Group companies for defective or
incomplete work, personal injuries, damage to or destruction of property, breaches of warranty, delay in
delivery and late completion of the project. If any of the Group companies were found to be liable for
any of the project claims against it, its business, financial condition and results of operations could be
negatively impacted to the extent the claims were not sufficiently covered by its insurance coverage.

Claims brought by the Group against project contractors may include claims for additional costs incurred
in excess of current contract provisions arising out of project delays and changes in the initial scope of
work. In addition, both claims brought against the Group and by it, if not resolved through negotiation,
may be subject to lengthy and expensive litigation or arbitration proceedings. Amounts ultimately
realised from claims by the Group could differ materially from the balances included in its financial
statements, resulting in a charge against earnings to the extent profit has already been accrued on a
project contract. Charges associated with claims brought against the Group and write downs associated
with claims brought by the Group could have a material adverse impact on its financial condition,
results of operations and cash flow.
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The Group depends on key management members and qualified personnel in a competitive market
for skilled personnel. The Group’s inability to attract and retain key personnel could adversely
affect its ability to manage its business.

The Group depends on the expertise of the principal members of its management team. The loss of key
management members would adversely affect the Group’s ability to manage its business. The Group also
relies on its ability to identify, hire and retain qualified personnel for its different business lines.

The Group faces intense competition for qualified personnel from large state-owned enterprises, private
local companies and international companies. While the Group attempts to provide competitive
compensation packages to attract and retain key management members and qualified personnel, many of
its competitors are likely to have greater resources and more experience than the Group, making it
difficult for the Group to compete successfully for personnel retention and new hires.

The Group’s failure to retain key management members and qualified personnel and maintain an
adequate workforce could materially adversely affect its results of operations and prospects.

The Group’s businesses may be affected by an outbreak, or threatened outbreak, of any severe
contagious disease and occurrence of natural disasters which may in turn significantly reduce
demand for the Group’s services and have an adverse effect on its financial condition and results
of operations.

The Group’s business is subject to general economic and social conditions in the PRC. Natural disasters,
epidemics and other acts of God which are beyond the Group’s control may adversely affect the
economy, infrastructure and livelihood of the people in the PRC. Some regions in the PRC are under the
threat of earthquake, sandstorm, snowstorm, fire, drought, or epidemics such as Severe Acute
Respiratory Syndrome (SARS), H5N1 avian flu, human swine flu (also known as Influenza A (H1N1))
or the recent cases of H7N9. For instance, two serious earthquakes hit Sichuan Province in May 2008
and April 2013 and resulted in significant loss of lives and destruction of assets in the region. In
addition, past occurrences of epidemics, depending on their scale, have caused different degrees of
damage to the national and local economies in the PRC. A recurrence of SARS or an outbreak of any
other epidemics in the PRC, such as the H5N1 or the H7N9 avian flu, especially in the cities where the
Group has operations, may result in material influence of the Group’s related business, which in turn
may adversely affect its financial condition and results of operations.

In particular, natural disasters, such as earthquakes, snowstorms, floods, volcanic eruptions or tsunami
may disrupt or seriously affect air travel activity, hotel business and tourism industries. In 2010, a
number of large-scale natural disasters occurred globally, such as earthquakes in Haiti, Mexico and
Qinghai Province of China, and the volcanic eruption in Iceland in April 2010. In March 2011, Japan
experienced a powerful earthquake, triggering a violent tsunami and seriously damaging the Fukushima
nuclear power plant. All of these natural disasters adversely affected the aviation and leisure and tourism
industry by reducing revenues and affecting travel behaviour. Any period of sustained disruption to the
aviation and hotels and tourism industry may have an adverse effect on the Group’s business, financial
condition and results of operations.

Historical consolidated financial information of the Group may not be indicative of its current or
future results of operations.

The historical financial information of the Group included in this Offering Circular is not indicative of
its future financial results. This financial information is not intended to represent or predict the results of
operations of any future periods. The Group’s future results of operations may change materially if its
future growth does not follow the historical trends for various reasons, including factors beyond its
control, such as changes in economic environment, PRC environmental rules and regulations and the
domestic and international competitive landscape of the industries in which the Group operates its
businesses.
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There can be no assurance of the accuracy or comparability of facts, forecasts and statistics
contained in this Offering Circular with respect to the PRC, its economy or the relevant industry.

Facts, forecasts and other statistics in this offering relating to the PRC, its economy or the relevant
industry in which the Group operates have been directly or indirectly derived from official government
publications and certain other public industry sources and the Group can guarantee neither the quality
nor the reliability of such source materials. They have not been prepared or independently verified by
the Issuer, the Group, the Trustee, the Agents or any of its or their respective affiliates, employees,
directors, agents or advisors, and, therefore, the Issuer, the Group, the Trustee, the Agents or any of its
or their respective affiliates, employees, directors, agents or advisors makes no representation as to the
completeness, accuracy or fairness of such facts, forecasts or other statistics, which may not be
consistent with other information compiled within or outside the PRC. Due to possibly flawed or
ineffective collection methods or discrepancies between published information and market practice and
other problems, the statistics herein may be incomplete, inaccurate or unfair or may not be comparable
to statistics produced for other economies or the same or similar industries in other countries and should
not be unduly relied upon. Furthermore, there is no assurance that they are stated or compiled on the
same basis or with the same degree of accuracy as may be the case elsewhere. In all cases, investors
should give consideration as to how much weight or importance they should attach to or place on such
facts, forecasts or other statistics.

The Issuer published and may continue to publish periodical financial information in the PRC
pursuant to applicable PRC regulatory rules. Investors should be cautious and not place undue
reliance on the Issuer’s unaudited and unreviewed financial information or the discussion of
material financial trends in relation to the Issuer’s unaudited and unreviewed financial
information as at and for the six months ended 30 June 2019.

This Offering Circular contains certain discussion of material financial trends as at and for the six
months ended 30 June 2019. Such unaudited and unreviewed financial information as at and for the six
months ended 30 June 2019 is not included in, and does not form a part of, this Offering Circular. The
unaudited and unreviewed financial information as at and for the six months ended 30 June 2019 has not
been audited or reviewed by Zhongxinghua. Such financial information and the discussion of material
financial trends in relation to such financial information should not be relied upon by investors to
provide the same quality of information associated with information that has been subject to an audit or
review. Potential investors must exercise caution when considering such material financial trends and
evaluating the Issuer’s financial condition and results of operations.

The Issuer from time to time issues corporate bonds and short-term financing bills in the domestic
capital markets in the PRC. According to applicable PRC securities regulations on debt capital markets,
the Issuer needs to publish its quarterly, half year and annual financial information to satisfy its
continuing disclosure obligations relating to its corporate bonds and short-term financing bills. After the
Bonds are issued, the Issuer is obligated by the terms of the Bonds, among others, to provide holders of
the Bonds with its audited financial statements and certain unaudited but reviewed periodical financial
statements. The quarterly and half year financial information published by the Issuer in the PRC is
normally derived from the Group’s management accounts and has not been audited or reviewed by
independent auditors. As such, this financial information published in the PRC should not be referred to
or relied upon by potential purchasers to provide the same quality of information associated with any
audited information. The published financial information in the PRC may be adjusted or restated to
address subsequent changes in accordance with the accounting standards, the Issuer’s accounting policies
and/or applicable laws and regulations affecting the Group’s financial reporting or to reflect the
subsequent comments given by independent auditors during the course of their audit or review. Such
adjustment or restatement may cause discrepancies between the financial information with respect to a
particular period or date contained in the Group’s management accounts subsequently published in the
PRC and its audited or reviewed financial statements to be provided to holders of the Bonds. The Issuer
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is not responsible to holders of the Bonds for the unaudited and unreviewed financial information from
time to time published in the PRC and therefore investors should not place any reliance on any such
financial information.

The Group may not be able to fully detect money laundering and other illegal or improper
activities in its business operations on a timely basis.

The Group is required to comply with applicable anti-money laundering, anti-terrorism laws and other
regulations in the PRC and other relevant jurisdictions. The PRC’s anti-money laundering law requires
financial institutions to establish sound internal control policies and procedures with respect to anti-
money laundering monitoring and reporting activities.

While the Group has adopted policies and procedures aimed at detecting and preventing the use of its
business platforms to facilitate money laundering activities and terrorist acts, such policies and
procedures in some cases have only been recently adopted and may not completely eliminate instances
in which it may be used by other parties to engage in money laundering and other illegal activities. In
the event that the Group fails to detect money laundering or other illegal or improper activities or fails
to fully comply with applicable laws and regulations, the relevant government agencies may freeze its
assets or impose fines or other penalties on it. Any of these may materially and adversely affect its
business reputation, financial condition and results of operations.

The Group may not be able to detect and prevent fraud or other misconduct committed by its
employees, representatives, agents, customers or other third parties.

The Group may be exposed to fraud or other misconduct committed by its employees, representatives,
agents, customers or other third parties that could subject it to financial losses and sanctions imposed by
governmental authorities, which in turn affects its reputation. Such misconduct could include:

• hiding unauthorised or unsuccessful activities, resulting in unknown and unmanaged risks or
losses;

• intentionally concealing material facts, or failing to perform necessary due diligence procedures
designed to identify potential risks, which are material to the Group in deciding whether to make
investments or dispose of assets;

• improperly using or disclosing confidential information;

• misappropriation of funds;

• conducting transactions that exceed authorised limits;

• engaging in misrepresentation or fraudulent, deceptive or otherwise improper activities when
marketing or selling products;

• engaging in unauthorised or excessive transactions to the detriment of the Group’s customers;

• making or accepting the bribery activities;

• conducting any inside dealing; or

• otherwise not complying with applicable laws or the Group’s internal policies and procedures.

The Group’s internal control procedures are designed to monitor its operations and ensure overall
compliance. However, such internal control procedures may be unable to identify all incidents of
noncompliance or suspicious transactions in a timely manner if at all. Furthermore, it is not always
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possible to detect and prevent fraud and other misconduct, and the precautions the Group takes to
prevent and detect such activities may not be effective. There is no assurance that fraud or other
misconduct will not occur in the future. If such fraud or other misconduct does occur, it may cause
negative publicity as a result.

The Group’s independent auditors, Zhongxinghua, were subject to investigations and have received
adverse regulatory decisions, warnings and penalties issued by relevant PRC authorities in recent
years.

Zhongxinghua, the Group’s independent auditors, is a registered member of The Chinese Institute of
Certified Public Accountants, and is supervised by relevant PRC regulatory agencies, including the MOF
and the China Securities Regulatory Commission (the ‘‘CSRC’’).

Zhongxinghua has been subject to investigations initiated by the National Association of Financial
Market Institutional Investors (‘‘NAFMII’’) in July 2019 which led to the subsequent suspension of
conducting debt financing-related business for 6 months. According to an announcement issued by
NAFMII on 18 July 2019, Zhongxinghua was found to have major flaws in its audit of the 2017
financial results of Reward Science and Technology Industry Group (‘‘Reward Group’’), a chemicals
and dairy conglomerate. In the announcement, NAFMII indicated that Zhongxinghua had failed to verify
Reward Group’s actual assets, ignored the absence of substantial business and financial documents when
issuing an unqualified opinion to Reward Group’s 2017 financial report, and subsequently failed to
cooperate with NAFMII’s investigation. Reward Group had failed to repay RMB300 million of bonds in
December 2018 although its financial reports indicated it had more than RMB4 billion of cash and cash
equivalents. The default subsequently triggered approximately RMB6 billion in cross-defaults for
Reward Group. Following the investigations, Zhongxinghua was suspended by NAFMII from conducting
onshore debt financing-related business for 6 months, and the relevant certified public accountants were
given a warning and deemed an inappropriate candidate for debt financing market for one year.

In addition, Zhongxinghua has also recently been subject to certain administrative and regulatory
actions, where the relevant PRC regulatory agencies indicated that Zhongxinghua was deficient in
performing its audit work, and that there were certain accounting irregularities which Zhongxinghua had
failed to identify during the audit processes carried out for its client company. In December 2016 and
2017, the CSRC issued certain administrative supervision warning letters to Zhongxinghua. According
to the Regulations by the CSRC on the review of the 2017 annual audit and evaluation agency（《證監會

通報2017年度審計與評估機構檢查處理情況》）issued by the CSRC on 20 April 2018, Zhongxinghua
and two certified public accountants were required to have supervision conversation with the CSRC.
According to an announcement issued by the Shenzhen Stock Exchange on 26 May 2017, Zhongxinhua
acted as the auditors for a silver-based carbon new materials company, where Zhongxinghua and its
certified public accountants failed to inform the company on a timely manner that its audit work may
not be completed by the annual report disclosure date. Such company was then unable to disclose the
2016 annual report on time and has failed to timely release the risk warning announcement that the
stock may be suspended and the notice of non-disclosure of annual report within the specified time
limit. According to a press release issued by the CSRC on 16 August 2017, administrative penalties
were imposed to Zhongxinghua due to its failure in performing the necessary audit procedures for the
certain companies in 2012 and 2013. As a result, business income of RMB1.5 million was confiscated,
together with a fine of RMB4.5 million, from Zhongxinghua; and the relevant auditors involved in the
audit work for those companies were given a warning and/or fined as a result.

Zhongxinghua has confirmed to the Issuer that the companies involved in the regulatory decisions and/
or warnings above were all unrelated to the Group and that the auditors who participate in the audit of
the Group’s historical financial statements were not the subject of, or involved in, the regulatory
decisions and/or warnings above and are qualified to provide audit services under applicable PRC laws,
rules and guidelines. Zhongxinghua has further confirmed that it has taken the required rectification
measures for all the above matter cited. Zhongxinghua has further confirmed that its audit work for the
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Group, including in respect of the financial statements included elsewhere in this Offering Circular, its
office’s registration as an accounting firm, its ability to provide comfort letters and the qualification of
the auditors participating in this offering are not affected. According to Zhongxinghua, none of the
abovementioned administrative sanctions are related to the Zhongxinghua team serving as the Group’s
current auditor. The abovementioned administrative sanctions imposed by CSRC and NAFMII do not (i)
disqualify the Zhongxinghua from participating in the offering of the Bonds as the auditor of the Issuer,
(ii) have any impact on Zhongxinghua’s unqualified audit opinions for the Issuer’s financial statements
as at and for the years ended 31 December 2016, 2017 and 2018, (iii) have any impact on Zhongxinghua
in continuing to provide audit services to the Issuer, or (iv) have any impact on Zhongxinghua’s ability
to provide services to the Issuer in relation to any future note issuance by Issuer in the PRC as an
existing client of Zhongxinghua in the PRC.

However, there can be no assurance that the relevant PRC regulatory agencies would not carry out any
review of Zhongxinghua’s past audit and/or other assurance work in relation to other companies or even
in relation to the Group. There can be no assurance that there will not be prolonged or broadened
investigations conducted by the CSRC or NAFMII against Zhongxinghua, nor can there be any
assurance that further negative news about Zhongxinghua would not have a material and adverse effect
on the Group.

RISKS RELATING TO THE GROUP’S INFRASTRUCTURE CONSTRUCTION BUSINESS

The Group’s infrastructure construction projects that are public interest projects may have a
material and adverse effect on the Group’s financial condition and results of operations.

The Group is wholly-owned by the Huai’an Municipal Government. As a state-owned enterprise, it from
time to time is required to engage and participate in projects which are motivated by public interests and
social welfare development. As such, some of the Group’s infrastructure construction projects are for
public interest by nature and do not generate any profit. The Group has received fiscal subsidies or asset
injections, in the form of land use rights, cash or other assets, and may receive other financial support
from the Huai’an Municipal Government for such government-sponsored projects. However, such
financial support may not always be available due to the government’s liquidity, budgeting priorities and
other considerations. Further, relevant governmental authorities may change the initial planning for such
projects and cause increase the total investment amount and government budgetary concern for the
Group after the construction work begins. The Group has limited resources and engagement in such
projects may reduce its ability to participate in other profit-generating projects. As at the date of this
Offering Circular, the Group has been involved in various government projects and may continue be
required to participate in such projects from time to time. There can be no assurance that the Group’s
business, financial condition and results of operations will not be materially and adversely affected as a
result.

Some of the Group’s projects are less profitable, and the Group may not be able to continue
developing new projects that generate higher levels of profit in the future.

Some of the Group’s projects are less profitable than the Group’s other businesses. The Group is often
affected by government policies when it undertakes major public infrastructure projects. As public
spending on such projects may be restricted due to governmental policies on public spending, profits
generated from these projects may be limited. In addition, the Group may from time to time undertake
various landmark projects involving high costs, high precision requirements, tight construction schedules
and substantial capital investments which could lead to increased costs and funding requirements. The
undertaking of low-profit projects may expose the Group to short term losses and could adversely affect
its profit-generating abilities.
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The Group faces competition from other infrastructure construction companies, which may
adversely affect its business and results of operations.

Some of the Group’s infrastructure construction projects are obtained through a public tender process.
The Group’s competition comes from various sources, including large state-owned enterprises of the
PRC, privately-owned domestic companies, and leading international companies, in Jiangsu Province in
particular. As a result of the PRC’s accession to the World Trade Organisation, the PRC government has
opened up domestic markets to foreign competition, and foreign invested companies are now allowed to
participate in various types of infrastructure projects. The Group also competes with both local and
international companies in capturing new business opportunities in the PRC. Some of these companies
have significant financial resources, marketing and other capabilities. In the PRC, some of the local
companies have extensive local knowledge and business relationships and a longer operational track
record in the relevant local markets than the Group. The international companies are able to capitalise
on their overseas experience to compete in various PRC markets. The Group’s market position depends
on its ability to anticipate and respond to various competitive factors, including pricing strategies
adopted by competitors, changes in customer preferences and availability of capital and financing
resources. The Group may lose its customers to its competitors if, among other things, it fails to keep its
prices at competitive levels or to sustain and upgrade its capacity and technology. Increased competition
may result in price reductions, reduced profit margins and loss of market share, which in turn may
adversely affect the Group’s financial condition and results of operations.

The Group may be adversely affected by the performance of third-party contractors.

The Group engages third-party contractors to construct some of the infrastructure construction projects
the Group undertakes. The Group generally selects independent contractors through an open tender
process. However, there can be no assurance that the services rendered by any of these independent
contractors or subcontractors will always be satisfactory or meet the Group’s quality and safety
standards. If the performance of any independent contractor is not satisfactory, the Group may need to
replace such contractor or take other actions to remedy the situation, which could adversely affect the
cost and construction progress of its projects.

Further, if the completion of the Group’s infrastructure construction projects is delayed, the Group may
incur additional costs due to a contractor’s financial or other difficulties. In addition, there may be a
shortage of contractors that meet the Group’s quality requirements. Contractors may undertake projects
for other companies and developers, engage in risky or unsound practices or encounter financial or other
difficulties, which may affect their ability to complete their work for the Group on time or within
budget. Any of these factors could have a material adverse effect on the Group’s infrastructure
construction business, financial condition and results of operations.

The relocation of incumbent residents and local businesses on the sites where the Group’s projects
are located may result in delays in its development and/or increase its development costs.

Some of the projects that the Group has developed involve relocation of incumbent residents and local
businesses, and the Group believes that similar situations may recur when it develops its future projects.
If any incumbent resident or business is dissatisfied with the relocation compensation and refuses to be
relocated, the relevant entity of the township government will seek to resolve the dispute by negotiating
with the relevant resident or business to reach a mutually acceptable relocation compensation
arrangement, or apply to the relevant land authority for its determination on whether the relocation
compensation and relocation timetable is compliant with PRC law. The relevant land authority will then
make a decision as to the proper relocation compensation and timetable. There can be no assurance that
the relocation of incumbent residents or businesses will proceed smoothly or that they will agree to the
compensation. In addition, the amount of compensation to be paid is subject to PRC governmental
regulation and can be changed at any time. Accordingly, any delays in effecting such relocations of
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these incumbent residents or businesses may result in delays in the Group’s development schedules and/
or increase its development costs, any of which could have a material adverse effect on its business,
financial condition and results of operations.

The businesses that the Group is involved in are exposed to project development risks and cost
overruns, and delays may adversely affect the Group’s return on investment.

Projects invested in by the Group typically require substantial capital expenditures during the
construction phase and usually take many months, sometimes years, before cash proceeds are generated.
The time taken and the costs involved in completing construction can be adversely affected by many
factors, including shortages of construction materials, equipment or labour, adverse weather conditions,
natural disasters, labour disputes, disputes with subcontractors, accidents, difficulties in obtaining
necessary governmental approvals, changes in governmental priorities and other unforeseen
circumstances. Any of these circumstances could give rise to construction delays and/or cost overruns.

Failures to complete construction according to specifications and quality standards on a timely basis
may result in disputes, contract termination, liabilities and/or lower returns than anticipated on the
construction project concerned. Such delays or failures to complete and/or unilateral termination of a
project by customers may cause the Group’s turnover or profitability to be lower than what the Group
has expected.

The Group’s business and operations may be adversely affected by any failure to maintain an
effective quality control system.

The Group relies heavily on its quality control systems to ensure the safety and quality of its projects
and products. Therefore it needs to maintain an effective quality control system for the Group’s
infrastructure construction and other businesses. The effectiveness of the Group’s quality control system
depends significantly on a number of factors, including a timely update of the quality control system to
suit the ever-changing business needs, the related training programmes as well as its ability to ensure
that the Group’s and the contractors’ employees adhere to its quality control policies and guidelines.

There can be no assurance that the quality of the projects undertaken by the Group or products sold by
the Group will always meet the required standard. Any failure or deterioration of the Group’s quality
control systems could result in defects in its projects and products, which in turn may subject the Group
to contractual, product liability and other claims. Any such claims, regardless of whether they have any
merit, could cause the Group to incur significant costs, harm its business reputation and result in
significant disruption to its operations. Furthermore, if any of such claims are ultimately successful, the
Group could be required to pay substantial monetary damages or penalties. Although the Group believes
that its quality control systems have functioned properly, there can be no assurance that failures in its
quality control systems will not occur in the future, and any such failure could have an adverse effect on
the Group’s business and operations.

The Group’s business is sensitive to adverse weather and environmental conditions.

Adverse weather conditions, such as extreme cold weather, snow, typhoons, flooding and heavy or
sustained rainfall and natural disasters such as earthquakes, landslides or mudslides, may prevent the
Group from completing its construction projects on schedule, delaying its receipt of payment and
possibly causing the Group to incur increased operating expenses. Climatic conditions that are unusually
severe or intense and occur at abnormal times or last longer than usual could therefore have a material
adverse effect on the Group’s business, financial condition and results of operations. During periods of
curtailed activity due to adverse weather conditions, the Group may continue to incur operating
expenses, but its operating income may be delayed or reduced. In China, these adverse weather
conditions are more likely to take place during summer or winter, and as a result, the Group’s business
has a certain degree of seasonality.
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RISKS RELATING TO THE GROUP’S TRANSPORTATION LOGISTICS BUSINESS

The Group’s profitability may be affected by the existence and development of other competing
means of transport.

The profitability of the Group’s transportation logistics business, in particular its city bus transportation
service business and tram business, may be affected by the existence, proximity, affordability and
efficiency of other competing means of transport and alternative routes of similar quality. Any negative
impact on traffic volume arising from potential competition could have a material adverse effect on the
Group’s business, results of operations and financial condition.

The Group’s fare rates are subject to the regulations of the relevant government authorities.

The fare rates for the Group’s city bus transportation service and tram business are subject to the
regulations of the relevant government authorities in Huai’an. Despite the heavy passenger flow on the
Group’s city bus transportation system every day, operating incomes from ticket sales is historically
unable to recover the operating costs of city bus transportation operations due to the low ticket price.
The Group’s tram business is at a relatively early stage and yet to break even. The Group’s ability to
raise fares is subject to relevant government authorities’ approval, which takes into consideration factors
such as changes in market conditions, trends in usage of public transportation and other factors to
compensate for increases in operating, financing and other costs which are limited by the Huai’an
Municipal Government’s policies on bus fares, competitive dynamics in the mass transit industry and
commuter preferences.

The Group relies on security procedures carried out at other port facilities and by its shipping line
customers in its port operations business, which are outside its control.

In its port operations business, the Group inspects the physical condition and the seals of containers that
enter its ports in accordance with the inspection procedures prescribed by, and under the authority of,
the governmental body charged with oversight of the relevant port. The Group also relies on the security
procedures carried out by the port facilities that containers have previously passed through to
supplement its own inspection. However, there can be no assurance that the cargo that passes through
the Group’s port will not be affected by breaches in security or acts of terrorism, either directly or
indirectly, at other points of the logistics chain. Any security breach or act of terrorism that occurs at
one or more of the facilities, or on a shipping line or other port facility that has handled the cargo prior
to the cargo arriving at the port facilities of the Group could subject the Group to significant liability,
including the risk of litigation and loss of goodwill.

The Group is exposed to credit risk with respect to its customers, and its business, financial
condition, results of operations and prospects could be adversely affected if its customers default
on their obligations.

The Group seeks to limit its credit exposure to customers by setting credit limits for individual
customers, taking financial guarantees and monitoring the outstanding receivables of its customers, as its
customers may default on their obligations due to bankruptcy, lack of liquidity, operational failure or
other reasons. The Group’s largest customer operates in a sector along the industry value chain of the
Group, thus subjecting the Group to larger credit risk as the customer and the Group may be adversely
affected by the same economic changes. Delayed payment, non-payment or non-performance on the part
of one or more of its major customers, or a number of its smaller customers, could have an adverse
effect on the business, financial condition, results of operations and prospects of the Group.
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Any significant disruptions to or changes in the operations of the Group’s transportation networks
could adversely affect the Group’s business.

The Group’s business relies upon the various means of transportation through which cargo arrives at and
departs from its port, including railway, waterway and pipeline transportation. The operation of each
transportation mean affects the timing and volume of the Group’s cargo flow, and a disruption to or
delay of operation of its transportation network or reduction of its carrying capacity would directly
affect the arrival and departure of cargo at the Group’s port, which would in turn affect the Group’s
cargo throughput. Furthermore, natural disasters, terrorist attacks, accidents, adjustments to schedule or
capacity, inclement weather, dramatic and unexpected changes in transportation costs or other
circumstances affecting the Group’s transportation network would also affect the timing and volume of
cargo arriving at and departing the Group’s port. Any of the aforementioned events could have a
material and adverse impact on the Group’s business, financial condition, results of operations and
prospects.

Huai’an Lianshui Airport is subject to operation and business interruptions.

The operation of Huai’an Lianshui Airport and the business of the Group could be interrupted or
otherwise affected by serious air traffic accidents or natural disasters such as typhoons that could cause
material damage to the airfield or terminal facilities, or disrupt the ability of aircraft to land at Huai’an
Lianshui Airport. The Group’s insurance policies, which were adopted based on common practice in the
PRC, do not provide for compensation for loss of profits or consequential damages in the case of
business interruption. Any such event or condition affecting Huai’an Lianshui Airport or the areas that it
serves could have a material adverse effect on the Group’s business, results of operations, prospects and
financial condition. As is the case with many other domestic and international airports around the world,
Huai’an Lianshui Airport has only one commercial runway. There is no assurance that the operation of
the runway would not be disrupted due to required maintenance or repairs. In addition, the runway could
require unscheduled repair or maintenance due to natural disasters, aircraft accidents and other factors
that are beyond the Group’s control. The closure of the runway for a significant period of time could
have a material adverse effect on the Group’s business, results of operations, prospects and financial
condition.

RISKS RELATING TO THE GROUP’S COMMERCIAL TRADING BUSINESS

The Group may experience losses on inventories.

The Group engages in the commercial trading business with respect to products such as cement, certain
chemical products, cotton, small household appliances and plastic pipes and fittings. Frequent new
product introductions and price fluctuations in the raw materials, components and finalised goods that
the Group trades can result in a decline in the net realisable value of the Group’s inventory and may
adversely affect the Group’s inventory management, particularly with respect to the Group’s businesses.

A shortage of raw materials or components generally increases their prices, and may depress the Group’s
margins to the extent that it is not possible to pass these higher costs to its customers. These shortages,
however, may result in oversupply in the long run as suppliers increase production or capacity, causing
raw materials and component prices to decline significantly over time as a result. Thus, the price of raw
material tends to fluctuate. Specifically, among the goods that the Group trades, cement experienced
price declines in recent years due to the general nationwide slowdown of the property development
industry and the construction industry, which resulted in the oversupply of cement. Other goods that the
Group trades also experienced price fluctuations to different extents in the recent years. In some cases,
the Group has entered into certain long-term fixed price supply contracts to minimise the adverse effects
of price fluctuations. In addition, the sale of small household appliances is subject to seasonal
fluctuations. If the Group fails to anticipate customer demand properly, manage its supply of such raw
materials, components and finalised goods and react quickly to market changes, the Group may carry
excess or obsolete raw materials, components and finalised goods which may require write downs if
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their net realisable value falls below the Group’s carrying cost. Such a writedown could adversely affect
the Group’s gross margin. The Group believes that shortages and oversupply of raw materials or
components are cyclical, and there can be no assurance that shortages or oversupply of raw materials or
components will not occur in the future or that any such shortages or oversupply will not have a
material adverse effect on the Group’s results of operations.

There is also no assurance that rapid changes in the end-customer demand for the Group’s products or
future fluctuations in prices of raw materials, components and finished goods will not result in
significant inventory loss.

RISKS RELATING TO THE GROUP’S OTHER BUSINESSES

General declines or disruptions in the travel industry may materially and adversely affect the
Group’s tourism business and results of operations.

The Group’s tourism business may be subject to cyclical fluctuations. The Group’s tourism businesses
typically experience higher business volume during festive and holiday seasons, including the Chinese
New Year, Labour Day holiday, the Mid-Autumn festival and the National Day. As a result of seasonal
fluctuations, the results of operations of the Group’s tourism business during one period may not be
comparable with that of any other period of the year. In addition, there can be no assurance that the
Group has sufficient resources to capture business opportunities during peak seasons, or that the Group
will be able to effectively respond to a decline in market demand during the slow season. Failure to do
so may materially and adversely affect the Group’s tourism business.

RISKS RELATING TO THE PRC

The Group is subject to the political and economic risks of doing business in the PRC.

All of the Group’s operations are located in the PRC. The Issuer expects that substantively all of the
Group’s future investments will be in the PRC, and that the Group’s assets in the PRC will continue to
account for substantively all of its overall income base. The Issuer’s trading and financial condition,
results of operations and future prospects depend to a large extent on the success of the Group’s
operations in the PRC and are subject, to a significant degree, to the political and economic situation
and legal developments in the PRC.

The PRC economy differs from the economies of most developed countries in many respects, including,
but not limited to the extent of government involvement; level of development; growth rate; economic
and political structure; the control of foreign exchange; allocation of resources; and regulation of capital
reinvestment. While the PRC economy has experienced significant growth in the past 20 years, growth
has been uneven, both geographically and among the various sectors of the economy. The PRC
government has implemented various measures to encourage economic growth and guide the allocation
of resources. Some of these measures benefit the overall PRC economy but may also have a negative
effect on the Group’s operations. For example, the Group’s business and financial condition may be
adversely affected by the PRC government’s control over capital investments or any changes in tax
regulations or foreign exchange controls that are applicable to it.

The PRC economy has been transitioning from a planned economy to a more market-oriented economy.
Although in recent years the PRC government has implemented measures emphasising the utilisation of
market forces for economic reform, the reduction of state ownership of productive assets and the
establishment of sound corporate governance in business enterprises, a substantial portion of productive
assets in the PRC is still owned by the PRC government. The future performance is also exposed to
material changes in global economic and political environments as well as the performance of certain
major developed economies in the world, such as the United States and the European Union. There is
substantial uncertainty relating to the implementation of the United Kingdom’s exit from the European
Union or its impact on the economic conditions of other part of the world, such as China, including but
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not limited to further decreases in global stock exchange indices, increased foreign exchange volatility
(in particular a further weakening of the pound sterling and euro against other leading currencies) and a
possible economic recession involving more countries and areas. The outlook for the world economy
and financial markets in 2018 and 2019 remains uncertain. Some countries have started to withdraw the
stimulus packages previously executed during the financial crisis and implement more moderate
monetary policies. The PRC withdrew its economic stimulus plan implemented during the financial
crisis and returned to its general policy directions. Economic conditions in the PRC are sensitive to
global economic conditions and it is impossible to predict how the PRC economy will develop in the
future and whether it might slow down due to the global crisis or experience a financial crisis in a
manner and scale similar to that in the United States and European countries between 2008 and 2011.

At the same time, the trade dispute between the PRC and the United States and the increased tariff that
the United States plans to impose on Chinese imports may have an adverse effect on the global and the
PRC economies resulting in continuing uncertainty for the overall prospects for the global and the PRC
economies this year and beyond. Starting in March 2018, the United States imposed tariffs on steel and
aluminum imports from the PRC, and later on 6 July 2018, the United States imposed 25 per cent.
tariffs on USD34 billion worth of Chinese goods as part of its tariffs policy. In return, the PRC
responded with similarly sized tariffs on U.S. products. On 18 September 2018, the United States
imposed 10 per cent. tariffs on approximately USD200 billion worth of Chinese goods and announced
plans to further increase the rate to 25 per cent. in January 2019. In return, the PRC responded with
tariffs on USD60 billion worth of U.S. goods. In May 2019, the United States proposed to impose 25
per cent. tariffs on an additional USD300 billion worth of Chinese goods. The rhetoric surrounding the
trade war continues to escalate and no conclusive and meaningful resolutions have emerged from the
sporadic trade negotiations. The amicable resolution of such a trade war remains elusive, and the lasting
impacts any trade war may have on the PRC economy and the PRC trading industry remain uncertain.
The reduced demand for exports produced in the PRC, reduced levels of foreign and domestic
investment in the PRC and decreased consumer confidence may result in a slowdown in growth in the
markets of the PRC. In addition, the PRC government continues to play a significant role in regulating
the development of industries in the PRC by imposing top-down policies. It also exercises significant
control over PRC economic growth through the allocation of resources, controlling the payment of
foreign currency-denominated obligations, setting monetary policy and providing preferential treatment
to particular industries or companies. There is no assurance that future changes in the PRC’s political,
economic and social conditions, laws, regulations and policies will not have a material adverse effect on
the Group’s current or future business and financial condition.

The PRC legal system has inherent uncertainties that could limit the legal protections available to
investors.

The Issuer is incorporated under the laws of China and is governed by its articles of association. The
Chinese legal system is based on written statutes. Prior court decisions may be cited for reference but
are not binding on subsequent cases and have limited precedential value. Since 1979, the Chinese
legislative bodies have promulgated laws and regulations dealing with such economic matters as foreign
investment, corporate organisation and governance, commerce, taxation and trade. However, because
these laws and regulations are relatively new, and because of the limited volume of published decisions,
the interpretation and enforcement of these laws and regulations involve uncertainties.

Changes in the economic, political and social conditions in the PRC and government policies
adopted by the PRC government could affect the Group’s business and prospects.

The economy of the PRC differs from the economies of most developed countries in many respects,
including with respect to government involvement, level of development, economic growth rate, control
of foreign exchange and allocation of resources. The economy of the PRC has been transitioning from a
planned economy to a more market-oriented economy. In recent years, the PRC government has
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implemented a series of measures emphasising market forces for economic reform, the reduction of state
ownership of productive assets and the establishment of sound corporate governance in business
enterprises.

However, a large portion of productive assets in the PRC remain owned by the PRC government. The
PRC government continues to play a significant role in regulating industrial development, the allocation
of resources, production, pricing and management. There can be no assurance that the PRC government
will continue to pursue the economic reforms or that any such reforms will not have an adverse effect
on the Group’s business.

The Group’s operations and financial results could also be affected by changes in political, economic
and social conditions or the relevant policies of the PRC government, such as changes in laws and
regulations (or the interpretation thereof). In addition, the growth of development in the economic and
technology development zones and infrastructure construction demand in the PRC depends heavily on
economic growth. If the PRC’s economic growth slows down or if the economy of the PRC experiences
a recession, the growth of development in Chinese economic and technology development zones and
infrastructure construction demand may also slow down, and the Group’s business prospects may be
materially and adversely affected. The Group’s operations and financial results, as well as its ability to
satisfy its obligations under the Bonds, could also be materially and adversely affected by changes to or
introduction of measures to control changes in the rate or method of taxation and the imposition of
additional restrictions on currency conversion.

Investors may experience difficulties in effecting service of legal process, enforcing foreign
judgments or bringing original actions in the PRC based on Hong Kong or other foreign laws
against the Issuer and its management.

The Issuer is a company incorporated under the laws of China, and substantially all of its assets are
located in China. In addition, all of its directors, supervisors and members of its senior management
reside within China, and substantially all of the assets of these persons are located within China. As a
result, it may not be possible to effect service of process outside China upon the Issuer’s directors,
supervisors, executive officers or members of their respective senior management, including with respect
to matters arising under applicable securities laws. Furthermore, an original action may be brought in the
PRC against the Issuer, or its directors, supervisors, executive officers or members of their respective
senior management only if the actions are not required to be arbitrated by PRC law and their respective
articles of association, and only if the facts alleged in the complaint give rise to a cause of action under
PRC law. In connection with any such original action, a PRC court may award civil liability, including
monetary damages.

There can be no assurance of the accuracy or comparability of certain facts, forecasts and
statistics contained in this Offering Circular with respect to the Group, the PRC or its economy.

Certain facts, forecasts and statistics in this Offering Circular relating to the PRC, its economy, the
industries in which the Group operates and the Group’s market share and ranking are derived from
various official and other publicly available sources which are generally believed to be reliable.
However, the Group cannot guarantee the quality and reliability of such source materials. In addition,
these facts, forecasts and statistics have not been independently verified by the Group or any of its
directors, employees, representatives, affiliates or advisers and, therefore, none of them makes any
representation as to the accuracy or fairness of such facts, forecasts and statistics, which may not be
consistent with other information compiled within or outside the PRC and may not be complete or up to
date. The Group has taken reasonable care in reproducing or extracting the information from such
sources.
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However, because of possibly flawed or ineffective methodologies underlying the published information
or discrepancies between the published information and market practice and other problems, these facts,
forecasts and other statistics may be inaccurate or may not be comparable from period to period or be
comparable to facts, forecasts or statistics produced for other economies and should not be unduly relied
upon.

Government control of currency conversion and the fluctuation of the Renminbi may materially
and adversely affect the Issuer’s operations and financial results.

The Issuer receives substantially all of its revenues in Renminbi, which currently is not a freely
convertible currency. A portion of these revenues must be converted into other currencies to allow it to
make payments on obligations denominated in currencies other than the Renminbi.

The value of the Renminbi against the U.S. dollar and other currencies fluctuates and is affected by,
among other things, changes in China’s political and economic conditions. On 21 July 2005, the PRC
government introduced a managed floating exchange rate system to allow the value of the Renminbi to
fluctuate within a regulated band based on market supply and demand and by reference to a basket of
currencies. Since then, the PRC government has made, and may in the future make, further adjustments
to the exchange rate system. PBOC announces the closing price of a foreign currency traded against the
Renminbi in the inter-bank foreign exchange market after the closing of the market on each working
day, and makes it the central parity for the trading against the Renminbi on the following working day.
The People’s Bank of China surprised markets in August 2015 by thrice devaluing the Renminbi,
lowering its daily mid-point trading price significantly against the U.S. dollar. The currency devaluation
of the Renminbi was intended to bring it more in line with the market by taking market signals into
account. Renminbi depreciated significantly against the U.S. dollar following this August 2015
announcement by the PBOC. Since 2016, the exchange rate of Renminbi against the U.S. dollar
experienced further fluctuation. Following the gradual appreciation against U.S. dollar in 2017,
Renminbi experienced a recent depreciation in value against U.S. dollar followed by a fluctuation in
2018 and early 2019. In August 2019, the People’s Bank of China on 5 August 2019 set the RMB’s
daily reference rate above 7 per U.S. dollar for the first time in over a decade amidst an uncertain trade
and global economic climate. With an increased floating range of the Renminbi’s value against foreign
currencies and a more market-oriented mechanism for determining the mid-point exchange rates, the
Renminbi may further appreciate or depreciate significantly in value against the U.S. dollar or other
foreign currencies in the long-term. Any significant appreciation of the Renminbi against the U.S. dollar
or other foreign currencies may result in the decrease in the value of the Group’s foreign currency-
denominated assets. Conversely, any significant depreciation of the Renminbi may adversely affect the
value of its businesses and could adversely affect the value, translated or converted into U.S. dollars or
otherwise, of the Group’s earnings and its ability to satisfy its obligations under the Bonds. As the
majority of the Group’s costs and expenses are denominated in Renminbi, appreciation of the Renminbi
against the U.S. dollar would increase the Group’s costs in U.S. dollar terms. In addition, as the Group’s
operating subsidiaries in the PRC receive revenues in Renminbi, any significant depreciation of the
Renminbi against the U.S. dollar may have a material adverse effect on the Group’s revenues in U.S.
dollar terms and financial condition. For example, the Group would need to convert proceeds of this
offering dominated in U.S. dollars into Renminbi for its operations, appreciation of the Renminbi
against the U.S. dollar would have an adverse effect on the Renminbi amount it receives from the
conversion. In addition, there are limited instruments available for the Issuer to reduce its foreign
currency risk exposure at reasonable costs. All of these factors could materially and adversely affect the
Issuer’s businesses, financial conditions and results of operations of the Issuer.

The operations of the Issuer may be affected by rising inflation rates within the PRC.

Inflation rates within the PRC have been on a sharp uptrend in recent years. Increasing inflationary rates
are due to many factors beyond the Issuer’s control, such as rising food prices, rising production and
labour costs, high lending levels, PRC and foreign governmental policy and regulations, and movements
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in exchange rates and interest rates. It is impossible to accurately predict future inflationary trends. If
inflation rates rise beyond the Issuer’s expectations, the costs of payouts to customers may become
significantly higher than the Issuer has anticipated for the future, and the Issuer may be unable to
increase rates charged to customers in amounts that are sufficient to cover their increasing operating
costs. As a result, further inflationary pressures within the PRC may have a material adverse effect on
the Issuer’s businesses and financial conditions and results of operations, as well as its liquidity and
profitability.

RISKS RELATING TO THE BONDS

Any public interest assets of the Group should not be taken into account when the Group’s
business, financial condition, results of operations and prospects are assessed.

According to Circular 706, any public interest assets such as public schools, public hospitals, cultural
facilities, parks, public squares, office buildings of government departments and institutions, municipal
roads, non-toll bridges, non-operating water conservancy facilities, no-charge pipe network facilities and
other public interest assets and the usage rights of reserve land cannot be counted towards the Group’s
assets for the purposes of issuing medium and long-term foreign debt. As at 31 December 2018, the
Group’s Public Interest Assets amounted to approximately RMB5.0 billion, representing approximately
11.3 per cent. of the Group’s total assets. Potential investors should note that such amount of the
Group’s Public Interest Assets has not been audited by any auditor and as such potential investors must
exercise caution when using or placing any reliance on such amount.

Prospective investors should not take into account the Group’s Public Interest Assets when assessing the
Group’s business, financial condition, results of operations and prospects as the enforcement towards the
Group’s Public Interest Assets may involve uncertainties. The Group’s Public Interest Assets have not
been excluded from the Group’s consolidated financial statements included in this Offering Circular,
potential investors must therefore exercise caution when using such consolidated financial statements to
evaluate the Group’s business, financial condition, results of operations and prospects. In addition, as at
the date of this Offering Circular, the Group does not have any plan to dispose the Public Interest
Assets. For the purposes of preparing the consolidated financial statements, the Group will continue to
include all of its assets (including the Public Interest Assets) in the consolidated financial statements in
accordance with the PRC GAAP. The Bondholders must exercise caution when evaluating the Group’s
business, financial condition, results of operations and prospects when reviewing the consolidated
financial statements prepared by the Group.

Circular 706 further provides that the punishment for enterprises involved in unlawful financing and
guarantee shall be intensified, such enterprises shall be included in the blacklist of relevant fields and
the national credit information sharing platform for publicity, trans-departmental joint punishment shall
be implemented, notification shall be made in a timely manner, and relevant liable parties shall be
restricted from filing new applications or participating in the recordation and registration of foreign
debts.

As Circular 706 is relatively new and given the limited volume of published decisions relating to
Circular 706, the interpretation and implementation of Circular 706 involves uncertainties. In addition,
there can be no assurance that the PRC government will not impose penalty on the Group according to
Circular 706 or impose additional or stricter laws and regulations relating to foreign debt financing,
which may increase the Group’s financing costs and in turn could materially and adversely affect the
Group’s business, financial condition, results of operations and prospects.
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The PRC government and the Huai’an Municipal Government have no obligations under the
Bonds.

The PRC government (including the Huai’an Municipal Government) is not an obligor and shall under
no circumstances have any obligations arising out of or in connection with the Bonds in lieu of the
Issuer. Bondholders shall have no recourse to the PRC government (including the Huai’an Municipal
Government) in respect of any obligation arising out of or in connection with the Bonds in lieu of the
Issuer. This position has been reinforced by the Circular 23 and the Circular 706. Both circulars are
relatively new, and because of the limited volume of published decisions, the interpretation and
enforcement of these laws and regulations involve uncertainties.

The PRC government and the Huai’an Municipal Government as the ultimate funder of the Issuer only
has limited liability in the form of its indirect contribution in the Issuer. As such, the PRC government
and the Huai’an Municipal Government do not have any payment obligations under the Bonds. The
Bonds are solely to be repaid by the Issuer pursuant to the Bonds as an obligor under the relevant
transaction documents and as an independent legal person.

Any failure to complete the relevant filings under the NDRC Circular and the relevant registration
under SAFE within the prescribed time frame following the completion of the issue of the Bonds
may have adverse consequences for the Issuer and/or the investors of the Bonds.

The NDRC issued the NDRC Circular on 14 September 2015, which came into effect on the same day.
According to the NDRC Circular, domestic enterprises and their overseas controlled entities shall
procure the registration of any debt securities issued outside the PRC with a maturity not less than one
year with the NDRC prior to the issue of the securities and notify the particulars of the relevant issues
within 10 working days after the completion of the issue of the securities. The Issuer has registered the
issuance of the Bonds with the NDRC and obtained a certificate from the NDRC on 3 February 2019
evidencing such registration, and intends to file or cause to be filed with the NDRC the requisite
information and documents within the prescribed timeframe in accordance with the NDRC Circular.
According to the NDRC Circular, if there are major discrepancies between the actual circumstances of
the Bonds and the circumstances indicated in the certification of filing and registration by the NDRC
which was obtained on 3 February 2019, an explanation shall be given when submitting the information
in relation to the issuance of the Bonds to the NDRC. If an enterprise maliciously and falsely reports the
circumstances of its foreign debts for filing and registration into the national credit information platform,
the NDRC shall enter such event into the credit records of such enterprise. In the worst case scenario,
such non-compliance with the post-issue notification requirement under the NDRC Circular may result
in it being unlawful for the Issuer to perform or comply with any of its obligations under the Bonds and
the Bonds might be subject to enforcement as provided in Condition 9 (Events of Default) of the Terms
and Conditions. Potential investors of the Bonds are advised to exercise due caution when making their
investment decisions.

In accordance with the Administrative Measures for Foreign Debt Registration（外債登記管理辦法）(the
‘‘Foreign Debt Registration Measures’’) issued by the SAFE on 28 April 2013, which came into effect
on 13 May 2013 and was amended by the Notice on Repealing and Amending Relevant Regulatory
Documents Involving the Reform of the Registration System for Registered Capital（國家外匯管理局關

於廢止和修改涉及註冊資本登記制度改革相關規範性文件的通知（匯發[2015]20號））(Hui Fa [2015]
No.20), the Issuer shall complete foreign debt registration in respect of the issue of the Bonds with the
local branches of SAFE in accordance with laws and regulations. Relevant laws and legislations related
to the registration with SAFE include the Operation Guidelines for Administration of Foreign Debt
Registration（外債登記管理操作指引）promulgated and amended together with the Foreign Debt
Registration Measures, as well as the Operating Guidelines for Foreign Exchange Business under the
Capital Account (2017 Version)（資本項目外匯業務操作指引（2017年版））and after consultation with
the local SAFE, the Issuer is required to register the Bonds within 15 Registration Business Days after
the Issue Date and complete such registration in accordance with the Foreign Debt Registration
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Measures. Before such registration of the Bonds is completed, it is uncertain whether the Bonds are
enforceable as a matter of PRC law and it may be difficult for Bondholders to recover amounts due from
the Issuer, and the Issuer may not be able to remit the proceeds of the offering into the PRC or remit
money out of the PRC in order to meet its payment obligations under the Bonds. Pursuant to article
27(5) of the Foreign Debt Registration Measures, a failure to comply with registration requirements may
result in a warning and fine as set forth under article 48 of the Foreign Exchange Administrative
Regulations（外匯管理條例）promulgated by the State Council in 2008. However, pursuant to article 40
of the Foreign Debt Administration Provisional Rules（外債管理暫行辦法）promulgated by MOF, the
NDRC and SAFE, a failure by a domestic entity to register a foreign debt contract will render the
contract not legally binding and unenforceable. Under the Terms and Conditions, the Issuer has
undertaken to use its best endeavours, and it intends, to complete the registration of the Bonds with
SAFE within 15 Registration Business Days of the Issue Date. The Issuer has already consulted with
local SAFE in connection with the registration procedures and documentary requirements. The Issuer
does not foresee any obstacle in completing the registration within the abovementioned period. In the
unlikely event that having exercised its best endeavours, the Issuer is unable to complete such
registration within the abovementioned time period, investors will have the right to require the Issuer to
redeem their holding of Bonds in accordance with the Terms and Conditions. However, notwithstanding
such right, the Issuer may have difficulty in remitting funds offshore to service payments in respect of
the Bonds and investors may encounter difficulties in enforcing judgments obtained in the Hong Kong
courts with respect to the Bonds and the Trust Deed (as defined in the Terms and Conditions) in the
PRC. In such circumstances, the value and secondary market price of the Bonds may also be materially
and adversely affected.

The Bonds are unsecured obligations.

As the Bonds are unsecured obligations of the Issuer, the repayment of the Bonds may be compromised
if:

• the Issuer enters into bankruptcy, liquidation, reorganisation or other winding-up proceedings;

• there is a default in payment under the Issuer’s secured indebtedness or other unsecured
indebtedness; or

• there is an acceleration of any of the Issuer’s indebtedness.

If any of these events were to occur, the Issuer’s assets and any amounts received from the sale of such
assets may not be sufficient to pay amounts due on the Bonds.

Additional procedures may be required to be taken to bring English law governed matters or
disputes to the Hong Kong courts and the Bondholders would need to be subject to the exclusive
jurisdiction of the Hong Kong courts. There is also no assurance that the PRC courts will
recognise and enforce judgments of the Hong Kong courts in respect of English law governed
matters or disputes.

The Terms and Conditions and the transaction documents are governed by English law, whereas parties
to these documents have submitted to the exclusive jurisdiction of the Hong Kong courts. In order to
hear English law governed matters or disputes, Hong Kong courts may require certain additional
procedures to be taken. Under 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（關

於內地與香港特別行政區法院相互認可和執行當事人協議管轄的民商事案件判決的安排）( t h e
‘‘Reciprocal Arrangement’’), judgments of Hong Kong courts are likely to be recognised and enforced
by the PRC courts where the contracting parties to the transactions pertaining to such judgments have
agreed to submit to the exclusive jurisdiction of Hong Kong courts. In addition, on 18 January 2019, the
Supreme People’s Court of China (the ‘‘SPC’’) and the government of Hong Kong Special
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Administrative Region (the ‘‘HKSAR’’) signed 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（關於內地與香港特別行政區法院相互認可和執行民商事案

件判決的安排）(the ‘‘New Reciprocal Arrangement’’). The New Reciprocal Arrangement extends the
scope of judicial assistance, and the effective date shall be announced by SPC and HKSAR after SPC
issued the judicial interpretation and HKSAR completed relevant procedures. However, recognition and
enforcement of a Hong Kong court judgment could be refused if the PRC courts consider that the
enforcement of such judgment is contrary to the social and public interest of the PRC or meets other
circumstances specified by the Reciprocal Arrangement or, when in force, the New Reciprocal
Arrangement. While it is expected that the PRC courts will recognise and enforce a judgment given by
Hong Kong courts governed by English law, there can be no assurance that the PRC courts will do so
for all such judgments as there is no established practice in this area. Compared to other similar debt
securities issuances in the international capital markets where the relevant holders of the debt securities
would not typically be required to submit to an exclusive jurisdiction, the holders of the Bonds will be
deemed to have submitted to the exclusive jurisdiction of the Hong Kong courts, and thus the holder’s
ability to initiate a claim outside of Hong Kong will be limited.

The Bonds may not be a suitable investment for all investors.

The Bonds may be purchased as a way to reduce risk or enhance yield with a measured and appropriate
addition of risk to the investor’s overall portfolios. A potential investor should not invest in the Bonds
unless they have the expertise (either alone or with the help of a financial adviser) to evaluate how the
Bonds will perform under changing conditions, the resulting effects on the value of such Bonds and the
impact this investment will have on the potential investor’s overall investment portfolio.

Additionally, the investment activities of certain investors are subject to legal investment laws and
regulations, or review or regulation by certain authorities. Each potential investor should consult its
legal advisers to determine whether and to what extent (a) Bonds are legal investments for it, (b) Bonds
can be used as collateral for various types of borrowing and (c) other restrictions apply to its purchase
of any Bonds. Financial institutions should consult their legal advisers or the appropriate regulators to
determine the appropriate treatment of Bonds under any applicable risk-based capital or similar rules.

Each potential investor in the Bonds must determine the suitability of that investment in light of its own
circumstances. In particular, each potential investor should:

• have sufficient knowledge and experience to make a meaningful evaluation of the Bonds, the
merits and risks of investing in the Bonds and the information contained or incorporated by
reference in this Offering Circular or any applicable supplement;

• have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Bonds and the impact such investment will have
on its overall investment portfolio;

• have sufficient financial resources and liquidity to bear all of the risks of an investment in the
Bonds;

• understand thoroughly the terms of the Bonds and be familiar with the behaviour of any relevant
indices and financial markets; and

• be able to evaluate (either alone or with the help of a financial adviser) possible economic
scenarios, such as interest rate and other factors which may affect its investment and the ability to
bear the applicable risks.
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An active trading market for the Bonds may not develop.

The Bonds are a new issue of securities for which there is currently no trading market. Although
application will be made to the Hong Kong Stock Exchange for the Bonds to be admitted for trading on
the Hong Kong Stock Exchange, no assurance can be given as to the ability of holders to sell their
Bonds or the price at which holders will be able to sell their Bonds or that a liquid market will develop.
The liquidity of the Bonds will be adversely affected if the Bonds are held or allocated to limited
investors. None of the Managers is obligated to make a market in the Bonds, and if the Managers do so,
they may discontinue such market making activity at any time at their sole discretion. In addition, the
Bonds are being offered pursuant to exemptions from registration under the Securities Act and, as a
result, holders will only be able to resell their Bonds in transactions that have been registered under the
Securities Act or in transactions not subject to or exempt from registration under the Securities Act.

Investors in the Bonds may be subject to foreign exchange risks.

The Bonds are denominated and payable in U.S. dollars. An investor who measures investment returns
by reference to a currency other than U.S. dollars would be subject to foreign exchange risks by virtue
of an investment in the Bonds, due to, among other things, economic, political and other factors over
which the Issuer has no control. Depreciation of the U.S. dollar against such currency could cause a
decrease in the effective yield of the Bonds below their stated coupon rates and could result in a loss
when the return on the Bonds is translated into such currency. In addition, there may be tax
consequences for investors as a result of any foreign currency gains resulting from any investment in the
Bonds.

The liquidity and price of the Bonds following the offering may be volatile.

The price and trading volume of the Bonds may be highly volatile. Factors such as variations in the
Issuer’s or the Group’s turnover, earnings and cash flows, proposals for new investments, strategic
alliances and/or acquisitions, changes in interest rates, fluctuations in price for comparable companies,
changes in government regulations and changes in general economic conditions nationally or
internationally could cause the price of the Bonds to change. Any such developments may result in
large and sudden changes in the trading volume and price of the Bonds. There is no assurance that these
developments will not occur in the future.

Developments in other markets may adversely affect the market price of the Bonds.

The market price of the Bonds may be adversely affected by declines in the international financial
markets and world economic conditions. The market for the Bonds is, to varying degrees, influenced by
economic and market conditions in other markets, especially those in Asia. Although economic
conditions are different in each country, investors’ reactions to developments in one country can affect
the securities markets and the securities of issuers in other countries, including the PRC. Since the
global financial crisis in 2008 and 2009, the international financial markets have experienced significant
volatility. If similar developments occur in the international financial markets in the future, the market
price of the Bonds could be adversely affected.

The Issuer may be unable to redeem the Bonds upon the due date for redemption thereof.

On the Maturity Date (as defined in the Terms and Conditions), the Bonds will be redeemed at their
principal amount, or following the occurrence of a Relevant Event (as defined in the Terms and
Conditions), the Issuer may, at the option of any Bondholder, be required to redeem all, but not some
only, of such Bondholder’s Bonds at 101 per cent. (in the case of a redemption for a Change of Control)
or 100 per cent. (in the case of a redemption for a No Registration Event) of their principal amount,
together in each case with accrued interest. On the Maturity Date or if such an event were to occur, the
Issuer may not have sufficient cash in hand and may not be able to arrange financing to redeem the
Bonds in time, or on acceptable terms, or at all. The ability to redeem the Bonds on the Maturity Date
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or in such event may also be limited by the terms of other debt instruments. The Issuer’s failure to
repay, repurchase or redeem tendered Bonds could constitute an event of default under the Bonds, which
may also constitute a default under the terms of the Issuer’s other indebtedness.

The Bonds will be structurally subordinated to the existing and future indebtedness and other
liabilities and commitments of the Issuer’s existing and future subsidiaries and effectively
subordinated to the Issuer’s secured debt to the extent of the value of the collateral securing such
indebtedness.

The Bonds will be structurally subordinated to any debt and other liabilities and commitments, including
trade payables and lease obligations, of the Issuer’s existing or future subsidiaries, whether or not
secured. The Bonds will not be guaranteed by any of the Issuer’s subsidiaries, and the Issuer may not
have direct access to the assets of such subsidiaries unless these assets are transferred by dividend or
otherwise to the Issuer. The ability of such subsidiaries to pay dividends or otherwise transfer assets to
the Issuer is subject to various restrictions under applicable laws. The Issuer’s subsidiaries will be
separate legal entities that have no obligation to pay any amounts due under the Bonds or make any
funds available therefore, whether by dividends, loans or other payments. The Issuer’s right to receive
assets of any of the Issuer’s subsidiaries, respectively, upon that subsidiary’s liquidation or
reorganisation will be effectively subordinated to the claim of that subsidiary’s creditors (except to the
extent that the Issuer is creditor of that subsidiary). Consequently, the Bonds will be effectively
subordinated to all liabilities, including trade payables and lease obligations, of any subsidiaries that the
Issuer may in the future acquire or establish.

The Bonds are the Issuer’s unsecured obligations and will (i) rank at least equally in right of payment
with all the Issuer’s other present and future unsecured and unsubordinated obligations; (ii) be
effectively subordinated to all of the Issuer’s present and future secured indebtedness to the extent of the
value of the collateral securing such obligations; and (iii) be senior to all of the Issuer’s present and
future subordinated obligations, subject in all cases to exceptions as may be provided by applicable
legislation. As a result, claims of secured lenders, whether senior or junior, with respect to assets
securing their loans will be prior with respect to those assets. In the event of the Issuer’s bankruptcy,
insolvency, liquidation, reorganisation, dissolution or other winding up, or upon any acceleration of the
Bonds, these assets will be available to pay obligations on the Bonds only after all other debt secured by
these assets has been repaid in full. Any remaining assets will be available to the Bondholders rateably
with all of the Issuer’s other unsecured and unsubordinated creditors, including trade creditors. If there
are insufficient assets remaining to pay all these creditors, then all or a portion of the Bonds then
outstanding would remain unpaid.

The insolvency laws of the PRC may differ from those of another jurisdiction with which the
holders of the Bonds are familiar.

The Issuer is incorporated under the laws of the PRC. Any bankruptcy proceeding relating to the Issuer
would likely involve PRC bankruptcy laws, the procedural and substantive provisions of which may
differ from comparable provisions of the local insolvency laws of jurisdictions with which the holders of
the Bonds are familiar.

If the Issuer is unable to comply with the restrictions and covenants in its debt agreements (if any),
or the Bonds, there could be a default under the terms of these agreements, or the Bonds, which
could cause repayment of the Issuer’s debt to be accelerated.

If the Issuer is unable to comply with the restrictions and covenants in the Bonds, or current or future
debt obligations and other agreements (if any), there could be a default under the terms of these
agreements. In the event of a default under these agreements, the holders of the debt could terminate
their commitments to lend to the Issuer, accelerate repayment of the debt, declare all amounts borrowed
due and payable or terminate the agreements, as the case may be. Furthermore, some of the debt
agreements of the Issuer, contain cross-acceleration or cross-default provisions. As a result, the default
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by the Issuer under one debt agreement may cause the acceleration of repayment of debt, including the
Bonds, or result in a default under its other debt agreements, including the Bonds. If any of these events
occur, there can be no assurance that the Issuer’s assets and cash flows would be sufficient to repay all
of the Issuer’s indebtedness in full, or that it would be able to find alternative financing. Even if the
Issuer could obtain alternative financing, there can be no assurance that it would be on terms that are
favourable or acceptable to the Issuer.

A change in English law which governs the Bonds may adversely affect holders of the Bonds.

The Terms and Conditions are governed by English law. No assurance can be given as to the impact of
any possible judicial decision or change English law or administrative practice after the date of issue of
the Bonds.

Modifications and waivers may be made in respect of the Terms and Conditions and the Trust
Deed by the Trustee or less than all of the holders of the Bonds, and decisions may be made on
behalf of all holders of the Bonds that may be adverse to the interests of the individual holders of
the Bonds.

The Terms and Conditions contain provisions for calling meetings of the holders of the Bonds to
consider matters affecting their interests generally. These provisions permit defined majorities to bind all
Bondholders including those Bondholders who did not attend and vote at the relevant meeting and those
Bondholders who voted in a manner contrary to the majority. There is a risk that the decision of the
majority of holders of the Bonds may be adverse to the interests of the individual holders of the Bonds.

The Terms and Conditions also provide that the Trustee may, without the consent of the holders of the
Bonds, agree to any modification of the Trust Deed, the Terms and Conditions and/or the Agency
Agreement (as defined in the Terms and Conditions) (other than in respect of a reserved matter) which
in the opinion of the Trustee will not be materially prejudicial to the interests of the holders of the
Bonds and to any modification of the Bonds, the Trust Deed or the Agency Agreement which in the
opinion of the Trustee is of a formal, minor or technical nature or is to correct a manifest error or to
comply with any mandatory provision of applicable law.

In addition, the Trustee may, without the consent of the holders of the Bonds, authorise or waive any
proposed breach or breach of the Bonds, the Trust Deed or the Agency Agreement (other than a
proposed breach, or a breach relating to the subject of certain reserved matters) if, in the opinion of the
Trustee, the interests of the holders of the Bonds will not be materially prejudiced thereby.

The Trustee may request holders of the Bonds to provide an indemnity and/or security and/or pre-
funding to its satisfaction.

In certain circumstances (including without limitation the giving of notice pursuant to Condition 9
(Events of Default) of the Terms and Conditions and the taking of enforcement steps pursuant to
Condition 13 (Enforcement) of the Terms and Conditions), the Trustee may (in its sole discretion)
request the Bondholders to provide an indemnity and/or security and/or pre-funding to its satisfaction
before it takes any action on behalf of Bondholders. The Trustee shall not be obliged to take any such
actions if not first indemnified and/or secured and/or pre-funded to its satisfaction. Negotiating and
agreeing to any indemnity and/or security and/or pre-funding can be a lengthy process and may impact
on when such actions can be taken. The Trustee may not be able to take actions, notwithstanding the
provision of an indemnity or security or pre-funding to it, in breach of the terms of the Trust Deed and
in such circumstances, or where there is uncertainty or dispute as to the applicable laws or regulations,
to the extent permitted by the agreements and the applicable laws or regulation, it will be for the
Bondholders to take such actions directly.

41



Gains on the transfer of the Bonds and interest payable by the Issuer to overseas Bondholders may
be subject to income tax and value-added tax under PRC tax laws.

Under the Enterprise Income Tax Law of the PRC（中華人民共和國企業所得稅法）(the ‘‘EIT Law’’)
which took effect on 1 January 2008 and amended on 29 December 2018 and took effect on that date
and its implementation rules, any gains realised on the transfer of the Bonds by holders who are deemed
under the EIT Law as non-resident enterprises may be subject to PRC enterprise income tax if such
gains are regarded as income derived from sources within the PRC. Under the EIT Law, a ‘‘non-
resident enterprise’’ means an enterprise established under the laws of a jurisdiction other than the
PRC and whose actual administrative organisation is not in the PRC, which has established offices or
premises in the PRC, or which has not established any offices or premises in the PRC but has obtained
income derived from sources within the PRC. There remains uncertainty as to whether the gains realised
on the transfer of the Bonds by enterprise holders would be treated as incomes derived from sources
within the PRC and be subject to PRC enterprise income tax. In addition, there is uncertainty as to
whether gains realised on the transfer of the Bonds by individual holders who are not PRC citizens or
residents will be subject to PRC individual income tax. If such gains are subject to PRC income tax, the
10 per cent. enterprise income tax rate and 20 per cent. individual income tax rate will apply
respectively unless there is an applicable tax treaty or arrangement that reduces or exempts such income
tax. The taxable income will be the balance of the total income obtained from the transfer of the Bonds
minus all costs and expenses that are permitted under PRC tax laws to be deducted from the income.
According to the Arrangement between the Mainland of China and the Hong Kong Special
Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
Respect to Taxes on Income（內地和香港特別行政區關於對所得避免雙重徵稅和防止偷漏稅的安

排）(the ‘‘Arrangement’’ which was promulgated on 27 September 2006, Bondholders who are Hong
Kong residents, including both enterprise holders and individual holders, will be exempted from PRC
income tax on capital gains derived from a sale or exchange of the Bonds if such capital gains are not
connected with an office or establishment that the Bondholders have in the PRC and all the other
relevant conditions are satisfied. As Bonds will be held in the Clearing Systems (as defined below), it is
not possible to ascertain the jurisdiction of the Bondholders.

Pursuant to the EIT Law, the PRC Individual Income Tax Law（中華人民共和國個人所得稅法）(the
‘‘IIT Law’’) which took effect on 1 September 2011 and amended on 31 August 2018, and the
implementation regulations in relation to both the EIT Law and IIT Law, PRC income tax at a rate of 10
per cent. or 20 per cent. is normally applicable to PRC-source income derived by non-resident
enterprises or individuals respectively, subject to adjustment by applicable treaty. As the Issuer is a PRC
resident enterprise for tax purposes, interest paid to non-resident Bondholders may be regarded as PRC-
sourced, and therefore be subject to PRC income tax at a rate of 10 per cent. for non- resident enterprise
Bondholders and at a rate of 20 per cent. for non-resident individual Bondholders (or a lower treaty rate,
if any).

On 23 March 2016, the Ministry of Finance and the State Administration of Taxation issued the Circular
of Full Implementation of Replacing Business Tax with Value-Added Tax Reform（財政部、國家稅務

總局關於全面推開營業稅改徵增值稅試點的通知（財稅[2016]36號））(Cai Shui [2016] No. 36)
(‘‘Circular 36’’), which introduced a new value-added tax (‘‘VAT’’) from 1 May 2016. VAT is
applicable where entities or individuals provide services within the PRC. The services are treated as
being provided within China where either the service provider or the service recipient is located in
China. The services subject to VAT include the provision of financial services such as the provision of
loans. Given that the Issuer is located in the PRC, the holders of the Bonds would be regarded as
providing the financial services within China and consequently, the Issuer will be obligated to withhold
VAT of 6 per cent. (and certain surcharges as described below) on payments of interest and certain other
amounts on the Bonds paid by the Issuer to Bondholders that are non-resident enterprises or individuals.
Such surcharges, including urban maintenance and construction tax (7 per cent.), education surcharges
(3 per cent.) and local education surcharges (2 per cent.), when aggregated, amount to 12 per cent. of
the VAT payment and consequently, the combined rate of VAT and surcharges would be 6.72 per cent.
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VAT is unlikely to be applicable to any transfer of Bonds between entities or individuals located outside
of the PRC and therefore unlikely to be applicable to gains realised upon such transfers of Bonds, but
there is uncertainty as to the applicability of VAT if either the seller or buyer of Bonds is located inside
the PRC. Circular 36 together with other laws and regulations pertaining to VAT are relatively new, the
interpretation and enforcement of such laws and regulations involve uncertainties.

If a Bondholder, being a non-resident enterprise or non-resident individual, is required to pay any PRC
income tax on interest or gains on the transfer of the Bonds, the value of the relevant Bondholder’s
investment in the Bonds may be materially and adversely affected.

The Bonds will be represented by a Global Certificate and holders of a beneficial interest in a
Global Certificate must rely on the procedures of the Clearing Systems.

The Bonds will be represented by beneficial interests in a Global Certificate. Such Global Certificate
will be registered in the name of a nominee for, and deposited with, a common depositary for Euroclear
and Clearstream (the ‘‘Clearing Systems’’). Except in the circumstances described in the Global
Certificate, investors will not be entitled to receive definitive Certificates. The Clearing System will
maintain records of the beneficial interests in the Global Certificate. While the Bonds are represented by
the Global Certificate, investors will be able to trade their beneficial interests only through the Clearing
Systems.

While the Bonds are represented by the Global Certificate, the Issuer will discharge its payment
obligations under the Bonds by making payments to the relevant Clearing System for distribution to
their accountholders.

A holder of a beneficial interest in a Global Certificate must rely on the procedures of the relevant
Clearing System to receive payments under the Bonds. The Issuer has no responsibility or liability for
the records relating to, or payments made in respect of, beneficial interests in the Global Certificate.

Bondholders of beneficial interests in the Global Certificate will not have a direct right to vote in
respect of the Bonds. Instead, such Bondholders will be permitted to act only to the extent that they are
enabled by the relevant Clearing System to appoint appropriate proxies.

Bondholders should be aware that a definitive certificate which has a principal amount that is not
an integral multiple of the minimum specified denomination may be illiquid and difficult to trade.

In relation to any Bond which has a principal amount consisting of a minimum specified denomination
plus a higher integral multiple of another smaller amount, it is possible that the Bonds may be traded in
amounts in excess of the minimum specified denomination that are not integral multiples of such
minimum specified denomination. In such a case a Bondholder who, as a result of trading such amounts,
holds a principal amount of less than the minimum specified denomination will not receive a definitive
certificate in respect of such holding (should definitive Bonds be printed) and would need to purchase a
principal amount of Bonds such that it holds an amount equal to one or more specified denominations. If
definitive Bonds are issued, holders should be aware that a definitive certificate which has a principal
amount that is not an integral multiple of the minimum specified denomination may be illiquid and
difficult to trade.

The Bonds may be redeemed by the Issuer prior to maturity.

The Issuer may redeem the Bonds at its option, in whole but not in part, at a redemption price equal to
their principal amount, together with interest accrued up to (but excluding) the date fixed for redemption
if, subject to certain conditions, as a result of a change in or amendment to tax laws or regulations, the
Issuer has or will become obliged to pay Additional Tax Amounts (as defined in the Terms and
Conditions), as further described in Condition 6(b) (Redemption for Taxation Reasons) of the Terms and
Conditions.
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If the Issuer redeems the Bonds prior to their maturity date, investors may not receive the same
economic benefits they would have received had they held the Bonds to maturity, and they may not be
able to reinvest the proceeds they receive in a redemption in similar securities. In addition, the Issuer’s
ability to redeem the Bonds may reduce the market price of the Bonds.

The rating expected to be assigned to the Bonds may be downgraded or withdrawn in the future.

Fitch has assigned a corporate rating of ‘‘BB’’ with a stable outlook to the Issuer. The Bonds are
expected to be assigned a rating of ‘‘BB’’ by Fitch. The rating represents only the opinions of the rating
agency and its assessment of the ability of the Issuer to perform its obligations under the Bonds, the
Trust Deed and the Agency Agreement and credit risks in determining the likelihood that payments will
be made when due under the Bonds. A rating is not a recommendation to buy, sell or hold the Bonds
and may be subject to revision, qualification, suspension, reduction or withdrawn at any time. The Issuer
cannot assure investors that a rating will remain for any given period of time or that a rating will not be
lowered or withdrawn entirely by the relevant rating agency if in its judgment circumstances in the
future so warrant. The Issuer is not obligated to inform holders of the Bonds of any such revision,
qualification, supervision, reduction or withdrawal. The rating should be evaluated independently of any
other rating of the Bonds or other securities of the Issuer (if any). A revision, qualification, suspension,
reduction or withdrawal at any time of any rating assigned to the Bonds may adversely affect the market
price of the Bonds.

The Issuer may issue additional Bonds in the future.

The Issuer may, from time to time, and without prior consultation of the Bondholders, create and issue
further securities having the same terms and conditions as the Bonds in all respects (or in all respects
save for the issue date, the first payment of interest on them, the timing for complying with the
Registration Conditions and the making of the Foreign Debt Registration and the NDRC Post-issue
Filing (see ‘‘Terms and Conditions of the Bonds – Further Issues’’)) or otherwise raise additional capital
through such means and in such manner as it may consider necessary. There can be no assurance that
such future issuance or capital raising activity will not adversely affect the market price of the Bonds.

Changes in market interest rates may adversely affect the value of the Bonds.

The Bonds will carry fixed interest rates. Consequently, investment in the Bonds involves the risk that
subsequent changes in market interest rates may adversely affect the value of the Bonds. If Bondholders
sell the Bonds they hold before the maturity of such Bonds, they may receive an offer less than their
investment.
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EXCHANGE RATES

The PBOC sets and publishes daily a base exchange rate with reference primarily to the supply and
demand of Renminbi against a basket of currencies in the market during the prior day. The PBOC also
takes into account other factors, such as the general conditions existing in the international foreign
exchange markets. On 21 July 2005, the PRC government introduced a managed floating exchange rate
system to allow the value of the Renminbi to fluctuate within a regulated band based on market supply
and demand and by reference to a basket of currencies. On the same day, the value of the Renminbi
appreciated by 2 per cent. against the U.S. dollar. The PRC government has since made and in the future
may make further adjustments to the exchange rate system. On 18 May 2007, the PBOC enlarged,
effective on 21 May 2007, the floating band for the trading prices in the inter-bank spot exchange
market of Renminbi against the U.S. dollar from 0.3 per cent. to 0.5 per cent. around the central parity
rate. This allows the Renminbi to fluctuate against the U.S. dollar by up to 0.5 per cent. above or below
the central parity rate published by the PBOC. The floating band was further widened to 1.0 per cent. on
16 April 2012. These changes in currency policy resulted in the Renminbi appreciating against the U.S.
dollar by approximately 26.9 per cent. from 21 July 2005 to 31 December 2013. On 14 March 2014, the
PBOC further widened the floating band against the U.S. dollar to 2.0 per cent. On 11 August 2015, the
PBOC announced to improve the central parity quotations of Renminbi against the U.S. dollar by
authorising market-makers to provide central parity quotations to the China Foreign Exchange Trading
Centre daily before the opening of the interbank foreign exchange market with reference to the interbank
foreign exchange market closing rate of the previous day, the supply and demand for foreign exchange
as well as changes in major international currency exchange rates. Following the announcement by the
PBOC on 11 August 2015, Renminbi depreciated significantly against the U.S. dollar. Since 2016, the
exchange rate of Renminbi against the U.S. dollar experienced further fluctuation. Following the gradual
appreciation against U.S. dollar in 2017, Renminbi experienced a recent depreciation in value against
U.S. dollar followed by a fluctuation in 2018 and early 2019. The PRC government may adopt further
reforms of its exchange rate system, including making the Renminbi freely convertible in the future.

The following table sets forth information concerning exchange rates between the Renminbi and the
U.S. dollar for the periods presented:

Renminbi per U.S. Dollar Noon Buying Rate(1)

Period End Average(2) High Low

(CNY per U.S.$1.00)
2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.0537 6.1412 6.2438 6.0537
2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.2046 6.1704 6.2591 6.0402
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.4778 6.2869 6.4896 6.1870
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9430 6.6549 6.9580 6.4480
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.5063 6.7350 6.9575 6.4773
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8755 6.6292 6.9737 6.2649

December . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8755 6.8837 6.9077 6.8343
2019

March . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.7112 6.7119 6.7381 6.6916
April . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.7347 6.7161 6.7418 6.6870
May . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9027 6.8519 6.9182 6.7319
June . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8650 6.8977 6.9298 6.8510
July . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8833 6.8775 6.8927 6.8487
August . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.1543 7.0629 7.1628 6.8972

(1) Exchange rates between Renminbi and U.S. dollar represent the noon buying rates as set forth in the H.10 statistical release
of the Board of Governors of the Federal Bank System.

(2) Annual and semi-annual averages have been calculated from month-end rate. Monthly averages have been calculated using
the average of the daily rates during the relevant period.
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TERMS AND CONDITIONS OF THE BONDS

The following are the terms and conditions of the Bonds (as defined below) substantially in the form in
which they (subject to modification and other than the text in italics) will be endorsed on the definitive
Certificates and referred to in the Global Certificate.

The U.S.$@@ @@ per cent. bonds due @@ (the ‘‘Bonds’’, which expression, unless the context
requires otherwise, includes any further securities issued pursuant to Condition 15 and to be
consolidated and forming a single series therewith) of Huai’an Traffic Holding Co., Ltd.（淮安市交通控

股有限公司）(the ‘‘Issuer’’) are constituted by a trust deed (as amended or supplemented from time to
time, the ‘‘Trust Deed’’) dated on or about @@ (the ‘‘Issue Date’’) made between the Issuer and The
Bank of New York Mellon, London Branch (the ‘‘Trustee’’, which expression shall include its
successor(s)) as trustee for the holders of the Bonds. The statements in these Conditions (as defined
below) include summaries of, and are subject to, the detailed provisions of and definitions in the Trust
Deed.

The issue of the Bonds was authorised by a resolution of the board of directors of the Issuer on 8 April
2019.

Copies of the Trust Deed and the agency agreement dated on or about @@ (as amended or
supplemented from time to time, the ‘‘Agency Agreement’’) made between the Issuer, the Trustee, The
Bank of New York Mellon, London Branch as principal paying agent (the ‘‘Principal Paying Agent’’),
The Bank of New York Mellon SA/NV, Luxembourg Branch as registrar (the ‘‘Registrar’’) and as
transfer agent (the ‘‘Transfer Agent’’) and any other Agents appointed thereunder are available for
inspection upon prior written request and satisfactory proof of holding during normal business hours by
the Holders (as defined below) at the principal office for the time being of the Trustee, being at the date
of issue of the Bonds at One Canada Square, London E14 5AL, United Kingdom and at the specified
office of the Principal Paying Agent. References herein to ‘‘Paying Agents’’ includes the Principal
Paying Agent, and ‘‘Agents’’ means the Principal Paying Agent, the Registrar, the Transfer Agent and
any other agent or agents appointed from time to time with respect to the Bonds. The Holders are
entitled to the benefit of, are bound by, and are deemed to have notice of, all the provisions of the Trust
Deed and those provisions of the Agency Agreement applicable to them.

All capitalised terms that are not defined in these terms and conditions (these ‘‘Conditions’’) will have
the meanings given to them in the Trust Deed.

1. FORM, SPECIFIED DENOMINATION AND TITLE

The Bonds are issued in the specified denomination of U.S.$200,000 and integral multiples of
U.S.$1,000 in excess thereof. The Bonds are represented by registered certificates (the
‘‘Certificates’’) and, save as provided in Condition 3(b), each Certificate shall represent the entire
holding of Bonds by the same Holder (as defined below).

Title to the Bonds shall pass by transfer and registration in the Register as described in Condition
3. The holder of any Bond shall (except as ordered by a court of competent jurisdiction or
otherwise required by law) be treated as its absolute owner for all purposes whether or not it is
overdue and regardless of any notice of ownership, trust or an interest in it, any writing on the
Certificate (other than the endorsed form of transfer) representing it or the theft or loss of such
Certificate and no person shall be liable for so treating the holder.

In these Conditions, ‘‘Bondholder’’ or ‘‘Holder’’ means the person in whose name a Bond is
registered in the Register (or in the case of a joint holding, the first name thereof).
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Upon issue, the Bonds will be represented by a global certificate (the ‘‘Global Certificate’’)
registered in the name of a nominee of, and deposited with, a common depository for Euroclear
Bank SA/NV and Clearstream Banking S.A. These Conditions are modified by certain provisions
contained in the Global Certificate while any of the Bonds are represented by the Global
Certificate. See ‘‘Summary of Provisions relating to the Bonds in Global Form’’.

2. STATUS

The Bonds constitute direct, unconditional, unsubordinated and (subject to Condition 4(a))
unsecured obligations of the Issuer and shall at all times rank pari passu and without any
preference among themselves. The payment obligations of the Issuer under the Bonds shall, save
for such exceptions as may be provided by applicable legislation and subject to Condition 4(a), at
all times rank at least equally with all its other present and future unsecured and unsubordinated
obligations.

3. TRANSFERS OF BONDS AND ISSUE OF CERTIFICATES

(a) Register

The Issuer will cause the register (the ‘‘Register’’) of Bondholders to be kept at the specified
office of the Registrar and in accordance with the terms of the Agency Agreement, on which
shall be entered the names and addresses of the Holders and the particulars of the Bonds held
by them and of all transfers of the Bonds. Each Holder shall be entitled to receive only one
Certificate in respect of its entire holding of Bonds.

(b) Transfer

Subject to the Agency Agreement and Conditions 3(e) and 3(f) herein, a Bond may be
transferred in whole or in part by depositing the Certificate issued in respect of that Bond,
with the form of transfer on the back of the Certificate duly completed and signed, at the
specified office of the Registrar or any Transfer Agent together with any other evidence as
the Registrar or such Transfer Agent may require to prove the title of the transfer and the
authority of the transferor and the authority of the individuals who have executed such form
of transfer.

In the case of a transfer of part only of a holding of Bonds represented by one Certificate, a
new Certificate shall be issued to the transferee in respect of the part transferred and a further
new Certificate in respect of the balance of the holding not transferred shall be issued to the
transferor. In the case of a transfer of Bonds to a person who is already a Holder, a new
Certificate representing the enlarged holding shall only be issued against surrender of the
Certificate representing the existing holding. No transfer of title to a Bond will be valid
unless and until entered on the Register.

Transfers of interests in the Bonds evidenced by the Global Certificate will be effected in
accordance with the rules of the relevant clearing systems.

(c) Delivery of New Certificates

Each new Certificate to be issued upon transfer of Bonds pursuant to Condition 3(b) shall be
made available for delivery within seven business days of receipt of a duly completed form
of transfer and surrender of the existing Certificate(s) and provision of any other evidence
required by the Registrar or the relevant Transfer Agent as provided in Condition 3(b).
Delivery of the new Certificate(s) shall be made at the specified office of any Transfer Agent
or of the Registrar (as the case may be) to whom delivery or surrender of such form of
transfer and Certificate shall have been made or, at the option of the Holder making such
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delivery or surrender as aforesaid and as specified in the relevant form of transfer or
otherwise in writing, be mailed by uninsured post at the risk of the Holder entitled to the new
Certificate to such address as may be so specified, unless such Holder requests otherwise and
pays in advance to the relevant Transfer Agent or the Registrar (as the case may be) the costs
of such other method of delivery and/or such insurance as it may specify. In this Condition
3(c) and in Condition 3(e), ‘‘business day’’ means a day, other than a Saturday, Sunday or
public holiday, on which commercial banks are generally open for business in the place of
the specified office of the relevant Transfer Agent or the Registrar (as the case may be).

Except in the limited circumstances described herein (see ‘‘Summary of Provisions relating to
the Bonds in Global Form’’), owners of interests in the Bonds will not be entitled to receive
physical delivery of Certificates.

(d) Formalities Free of Charge

Registration of transfer of Bonds and issuance of new Certificates will be effected without
charge by or on behalf of the Issuer or any Agent but upon (i) payment (or the giving of such
indemnity and/or security and/or pre-funding as the Issuer or any Agent may require) in
respect of any taxes or other governmental charges which may be imposed in relation to such
transfer; (ii) the Registrar being satisfied in its absolute discretion with the documents of title
or identity of the person making the application and (iii) the relevant Agent being satisfied
that the Regulations (as defined in Condition 3(f) below) concerning transfer of Bonds have
been complied with.

(e) Closed Periods

No holder may require the transfer of a Bond to be registered (i) during the period of seven
days ending on (but excluding) the due date for any payment of principal (or premium) in
respect of that Bond; or (ii) during the period of seven days ending on (and including) any
Record Date (as defined in Condition 7(a)); or (iii) after notice of redemption has been given
pursuant to Condition 6(b); or (iv) after any such Bond has been put for redemption pursuant
to Condition 6(c).

(f) Regulations

All transfers of Bonds and entries on the Register will be made subject to the detailed
regulations concerning transfer and registration of Bonds scheduled to the Agency Agreement
(the ‘‘Regulations’’). The Regulations may be changed by the Issuer, with the prior written
approval of the Registrar and the Trustee or by the Registrar, with the prior written approval
of the Trustee. A copy of the current Regulations will be made available for inspection by the
Registrar to any Holder upon prior written request and satisfactory proof of holding.

4. COVENANTS

(a) Negative Pledge

So long as any Bond remains outstanding (as defined in the Trust Deed), the Issuer will not,
and the Issuer will ensure that none of its Subsidiaries will create, or have outstanding, any
mortgage, charge, lien, pledge or other security interest, upon the whole or any part of its
present or future undertaking, assets or revenues (including any uncalled capital) to secure
any Relevant Indebtedness or to secure any guarantee or indemnity in respect of any Relevant
Indebtedness, without at the same time or prior thereto according to the Bonds the same
security as is created or subsisting to secure any such Relevant Indebtedness, guarantee or
indemnity or such other security as shall be approved by an Extraordinary Resolution (as
defined in the Trust Deed) of the Bondholders.
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(b) Foreign Debt Registration

The Issuer undertakes that it will (i) within 15 Registration Business Days after the Issue
Date, register or cause to be registered with SAFE the Bonds pursuant to the Administrative
Measures for Foreign Debt Registration and its operating guidelines issued by SAFE,
effective as of 13 May 2013 (the ‘‘Foreign Debt Registration’’), (ii) use its best endeavours
to complete the Foreign Debt Registration and obtain a registration certificate (or any other
document evidencing the completion of the Foreign Debt Registration) from SAFE on or
before the Registration Deadline and (iii) comply with all applicable PRC laws and
regulations in relation to the Bonds.

(c) NDRC Post-issue Filing

The Issuer undertakes that it will (i) within 10 Registration Business Days after the Issue
Date file or cause to be filed with the NDRC the requisite information and documents in
accordance with the Circular on Promoting the Reform of the Administrative System on the
Issuance by Enterprises of Foreign Debt Filings and Registrations (Fa Gai Wai Zi [2015] No
2044)（國家發展改革委關於推進企業發行外債備案登記制管理改革的通知（發改外資[2015]
2044號））issued by the NDRC and effective as of 14 September 2015 and any
implementation rules as issued by the NDRC from time to time (the ‘‘NDRC Post-issue
Filing’’) and (ii) comply with all applicable PRC laws, rules and regulations in connection
with the Bonds.

(d) Notification of Completion of the Foreign Debt Registration and the NDRC Post-issue
Filing

The Issuer shall before the Registration Deadline and within five Registration Business Days
after the later of the submission of the NDRC Post-issue Filing and receipt of the registration
certificate from SAFE (or any other document evidencing the completion of the Foreign Debt
Registration), provide the Trustee with (i) a certificate in English signed by an Authorised
Signatory (as defined in the Trust Deed) of the Issuer confirming (A) the completion of the
NDRC Post-issue Filing and the Foreign Debt Registration and (B) no Relevant Event (as
defined in Condition 6(c) below), Event of Default (as defined in Condition 9 below) or
Potential Event of Default (as defined in the Trust Deed) has occurred; (ii) copies of the
relevant documents evidencing the NDRC Post-issue Filing (if any) and the Foreign Debt
Registration, each certified in English as a true and complete copy of the original by an
Authorised Signatory of the Issuer (the items specified in (i) and (ii) together, the
‘‘Registration Documents’’). In addition, the Issuer shall procure that within five
Registration Business Days after the documents comprising the Registration Documents are
delivered to the Trustee, the Issuer gives notice to the Bondholders (in accordance with
Condition 16) confirming the completion of the NDRC Post-issue Filing and the Foreign
Debt Registration.

The Trustee shall have no obligation or duty to monitor or ensure the Foreign Debt
Registration with SAFE is completed as required by Condition 4(b) or the NDRC Post-issue
Filing is made as required by Condition 4(c) or to assist with either the NDRC Post-issue
Filing or the Foreign Debt Registration or to verify the accuracy, validity and/or genuineness
of any Registration Documents or any translation or certification thereof or to give notice to
the Bondholders confirming the completion of the NDRC Post-issue Filing and the Foreign
Debt Registration, and shall not be liable to Bondholders or any other person for any of the
foregoing and for not doing so.
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(e) Compliance Certificate and Financial Information

So long as any Bond remains outstanding (as defined in the Trust Deed) the Issuer will
furnish the Trustee with (A) a Compliance Certificate (on which the Trustee may rely as to
such compliance) and a copy of the relevant Audited Financial Reports within 120 days of
the end of each Relevant Period prepared in accordance with the Accounting Standards for
Business Enterprises in China (‘‘PRC GAAP’’) (audited by an internationally or nationally
recognised firm of independent accountants) of the Issuer and its Subsidiaries and if such
statements shall be in the Chinese language, together with an English translation of the same
translated by (aa) an internationally or nationally recognised firm of independent accountants
or (bb) a professional translation service provider and checked by an internationally or
nationally recognised firm of independent accountants, together with a certificate in English
signed by a Director of the Issuer who is also an Authorised Signatory certifying that such
translation is complete and accurate; and (B) a copy of the Unaudited Financial Reports
within 90 days of the end of each Relevant Period prepared on a basis consistent with the
Audited Financial Reports and if such statements shall be in the Chinese language, together
with an English translation of the same and translated by (aa) an internationally or nationally
recognised firm of independent accountants or (bb) a professional translation service provider
and checked by an internationally or nationally recognised firm of independent accountants,
together with a certificate in English signed by a Director of the Issuer who is also an
Authorised Signatory certifying that such translation is complete and accurate.

(f) In these Conditions:

‘‘Audited Financial Reports’’ means the annual audited consolidated balance sheet, income
statement, cash flow statement and statement of changes in equity of the Issuer together with
any statements, reports (including any directors’ and auditors’ reports) and notes attached to
or intended to be read with any of them;

‘‘Compliance Certificate’’ means a certificate of the Issuer in English signed by any one of
its Directors who is also an Authorised Signatory that, having made all reasonable enquiries,
to the best of the knowledge, information and belief of the Issuer as at a date (the
‘‘Certification Date’’) not more than five days before the date of the certificate:

(i) no Event of Default, Potential Event of Default or Relevant Event had occurred since
the Certification Date of the last such certificate or (if none) the date of the Trust Deed
or, if such an event had occurred, giving details of it; and

(ii) the Issuer has complied with all its obligations under the Trust Deed and the Bonds, or
if non-compliance had occurred, giving details of it;

‘‘Issue Date’’ means @@;

‘‘NDRC’’ means the National Development and Reform Commission of the PRC or its local
counterparts;

‘‘person’’ means any individual, corporation, partnership, limited liability company,
undertaking, joint venture, association, trust, unincorporated organisation or government or
any agency or political subdivision thereof;

‘‘PRC’’ means the People’s Republic of China, which shall for the purpose of these
Conditions only, exclude Hong Kong Special Administrative Region of the People’s Republic
of China, Macau Special Administrative Region of the People’s Republic of China and
Taiwan;
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‘‘Registration Business Day’’ means a day, other than a Saturday, Sunday or public holiday,
on which commercial banks are generally open for business in Beijing;

‘‘Registration Deadline’’ means the day falling 90 Registration Business Days after the
Issuer Date;

‘‘Relevant Indebtedness’’ means any indebtedness incurred outside the PRC which is in the
form of, or represented or evidenced by, bonds, notes, debentures, loan stock or other
securities which for the time being are, or are intended to be or capable of being, quoted,
listed or dealt in or traded on any stock exchange or over-the-counter or other securities
market;

‘‘Relevant Period’’ means (i) in relation to the Audited Financial Reports, each period of
twelve months ending on the last day of the Issuer’s financial year (being 31 December of
that financial year); (ii) in relation to the Unaudited Financial Reports each period of six
months ending on the last day of the Issuer’s first half financial year (being 30 June of that
financial year);

‘‘SAFE’’ means the State Administration of Foreign Exchange of the PRC or its local branch;

‘‘Subsidiary’’ means, with respect to any person, (a) any corporation, association or other
business entity of which more than 50 per cent. of the voting power of the outstanding
Voting Stock is owned, directly or indirectly, by such person and one or more other
Subsidiaries of such person; or (b) any corporation, association and other business entity
which at any time has its accounts consolidated with those of that person or which, under the
laws, regulations or generally accepted accounting principles of the jurisdiction of
incorporation of such person from time to time, should have its accounts consolidated with
those of that person;

‘‘Unaudited Financial Reports’’ means the semi-annual (or any other interim reporting
period required by applicable law or regulations) unaudited consolidated balance sheet,
income statement, statement of cash flows and statements of changes in equity of the Issuer
together with any statements, reports (including any directors’ and auditors’ review reports, if
any) and notes attached to or intended to be read with any of them, if any; and

‘‘Voting Stock’’ means, with respect to any person, capital stock of any class or kind
ordinarily having the power to vote for the election of directors, managers or other voting
members of the governing body of such person.

5. INTEREST

(a) Interest Rate and Interest Payment Dates

The Bonds bear interest on their outstanding principal amount from and including @@ (the
‘‘Issue Date’’) at the rate of @@ per cent. per annum, payable semi-annually in arrear in
equal instalments of U.S.$@@ per Calculation Amount (as defined below) on @@ and @@
in each year (each an ‘‘Interest Payment Date’’) commencing on @@.

Each Bond will cease to bear interest from the due date for redemption unless, upon
surrender of the Certificate representing such Bond, payment of principal or premium (if any)
is improperly withheld or refused. In such event it shall continue to bear interest at such rate
(both before and after judgment) until whichever is the earlier of (a) the day on which all
sums due in respect of such Bond up to that day are received by or on behalf of the relevant
Bondholders, and (b) the day falling seven days after the Trustee or the Principal Paying
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Agent has notified Bondholders of receipt of all sums due in respect of all the Bonds up to
that seventh day (except to the extent that there is failure in the subsequent payment to the
relevant Bondholders under these Conditions).

If interest is required to be calculated for a period of less than a complete Interest Period (as
defined below), the relevant day-count fraction will be determined on the basis of a 360-day
year consisting of 12 months of 30 days each and, in the case of an incomplete month, the
number of days elapsed. In these Conditions, the period beginning on and including the Issue
Date and ending on but excluding the first Interest Payment Date and each successive period
beginning on and including an Interest Payment Date and ending on but excluding the next
succeeding Interest Payment Date is called an ‘‘Interest Period’’.

Interest in respect of any Bond shall be calculated per U.S.$1,000 in principal amount of the
Bonds (the ‘‘Calculation Amount’’). The amount of interest payable per Calculation Amount
for any period shall, save as provided above in relation to equal instalments, be equal to the
product of the rate of interest specified above, the Calculation Amount and the day-count
fraction for the relevant period, rounding the resulting figure to the nearest cent (half a cent
being rounded upwards).

6. REDEMPTION AND PURCHASE

(a) Final Redemption

Unless previously redeemed, or purchased and cancelled, the Bonds will be redeemed at their
principal amount on @@ (the ‘‘Maturity Date’’). The Bonds may not be redeemed at the
option of the Issuer other than in accordance with this Condition 6.

(b) Redemption for Taxation Reasons

The Bonds may be redeemed at the option of the Issuer in whole, but not in part, at any time,
on giving not less than 30 nor more than 60 days’ notice (a ‘‘Tax Redemption Notice’’) to
the Bondholders in accordance with Condition 16 (which shall be irrevocable) and in writing
to the Trustee and the Principal Paying Agent, at their principal amount (together with any
interest accrued up to (but excluding) the date fixed for redemption) if the Issuer satisfies the
Trustee immediately prior to the giving of such notice that (i) the Issuer has or will become
obliged to pay Additional Tax Amounts as provided or referred to in Condition 8 as a result
of any change in, or amendment to, the laws or regulations of the PRC or any political
subdivision or any authority thereof or therein having power to tax, or any change in the
application or official interpretation of, or the stating of an official position with respect to,
such laws or regulations (including but not limited to any decision by a court of competent
jurisdiction), which change or amendment becomes effective on or after @@, and (ii) such
obligation cannot be avoided by the Issuer taking reasonable measures available to it,
provided that no Tax Redemption Notice shall be given earlier than 90 days prior to the
earliest date on which the Issuer would be obliged to pay such Additional Tax Amounts were
a payment in respect of the Bonds then due.

Prior to the giving of any Tax Redemption Notice pursuant to this Condition 6(b), the Issuer
shall deliver to the Trustee (A) a certificate signed by any one Director of the Issuer who is
also an Authorised Signatory stating that the obligation referred to in (i) above of this
Condition 6(b) cannot be avoided by the Issuer taking reasonable measures available to it,
and (B) an opinion, in form and substance satisfactory to the Trustee, of independent tax or
legal advisers of recognised standing to the effect that the Issuer has or will become obliged
to pay such Additional Tax Amounts as a result of such change or amendments. The Trustee
shall be entitled (but shall not be obliged) to accept and rely upon such certificate and
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opinion as sufficient evidence of the satisfaction of the conditions precedent set out in (i) and
(ii) above of this Condition 6(b), in which event the same shall be conclusive and binding on
the Bondholders.

(c) Redemption for Relevant Events

Following the occurrence of a Relevant Event, the Holder of any Bond will have the right
(the ‘‘Relevant Event Put Right’’), at such Holder’s option, to require the Issuer to redeem
all, but not some only, of such Holder’s Bonds on the Put Settlement Date (as defined below
in this Condition 6(c)) at 101 per cent. (in the case of a redemption for a Change of Control)
or 100 per cent. (in the case of a redemption for a No Registration Event) of their principal
amount, together in each case with accrued interest up to (but excluding) the Put Settlement
Date. To exercise such right, the Holder of the relevant Bond must deposit at the specified
office of the Principal Paying Agent or any other Paying Agent a duly completed and signed
notice of redemption, in the form for the time being current, obtainable from the specified
office of any Paying Agent (a ‘‘Put Exercise Notice’’), together with the Certificate
evidencing the Bonds to be redeemed, by not later than 30 days following a Relevant Event,
or, if later, 30 days following the date upon which notice thereof is given to Bondholders by
the Issuer in accordance with Condition 16.

The ‘‘Put Settlement Date’’ shall be the fourteenth day (in the case of a redemption for a
Change of Control) or the fifth day (in the case of a redemption for a No Registration Event)
after the expiry of such period of 30 days as referred to above.

A Put Exercise Notice, once delivered, shall be irrevocable and the Issuer shall redeem the
Bonds the subject of Put Exercise Notices delivered as aforesaid on the Put Settlement Date.

Not later than 14 days (in the case of a Change of Control) or five days (in the case of a No
Registration Event) following the day on which the Issuer becomes aware of a Relevant
Event, the Issuer shall procure that notice regarding such Relevant Event shall be delivered to
the Trustee and the Principal Paying Agent in writing and to the Holders (in accordance with
Condition 16) stating:

(i) the Put Settlement Date;

(ii) the date of the Relevant Event and, briefly, the events causing, as applicable, the
Change of Control or No Registration Event;

(iii) the date by which the Put Exercise Notice must be given;

(iv) the redemption amount and the method by which such amount will be paid;

(v) the names and addresses of all Paying Agents;

(vi) the procedures that Holders must follow and the requirements that Holders must satisfy
in order to exercise the Relevant Event Put Right; and

(vii) that a Put Exercise Notice, once validly given, may not be withdrawn.

Neither the Trustee nor the Agents shall be required to monitor or to take any steps to
ascertain whether a Relevant Event or any event which could lead to a Relevant Event has
occurred or may occur and none of them shall have any obligation or duty to verify the
accuracy, validity and/or genuineness of any documents in relation to or connection with the
Registration Conditions and shall not be liable to Holders, the Issuer or any other person for
not doing so.
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For the purpose of these Conditions:

(A) ‘‘Control’’ means (i) the ownership or control of more than 50 per cent. of the voting
rights of the issued share capital of the relevant person or (ii) the right to appoint and/or
remove all or the majority of the members of the relevant person’s board of directors or
other governing body, whether obtained directly or indirectly, and whether obtained by
ownership of share capital, the possession of voting rights, contract or otherwise; the
term ‘‘Controlled’’ has meanings correlative to the foregoing;

(B) a ‘‘Change of Control’’ occurs when:

(i) the Huai’an Municipal Government ceases to directly or indirectly hold or own
100 per cent. of the issued share capital of the Issuer; or

(ii) the Issuer consolidates with or merges into or sells or transfers all or substantially
all of the Issuer’s assets to any other Person, unless the consolidation, merger, sale
or transfer will not result in the other Person or Persons acquiring Control over
the Issuer or the successor entity;

(C) ‘‘Huai’an Municipal Government’’ means the People’s Government of Huai’an
Municipality（淮安市人民政府）or its successor;

(D) a ‘‘No Registration Event’’ occurs when the Registration Conditions are not complied
with on or before the Registration Deadline;

(E) a ‘‘Person’’ includes any individual, company, corporation, firm, partnership, joint
venture, undertaking, association, organisation, trust, state or agency of a state (in each
case whether or not being a separate legal entity) but does not include the Issuer’s board
of directors or any other governing board and does not include the Issuer’s wholly-
owned direct or indirect subsidiaries;

(F) ‘‘Registration Conditions’’ means the receipt by the Trustee of:

(i) the Registration Documents relating to the Foreign Debt Registration as set forth
in Condition 4(d); and

(ii) a legal opinion as to PRC law issued by a reputable PRC law firm in connection
with the issue of the Bonds, addressed to the Trustee and otherwise in form and
substance satisfactory to the Trustee, that the Bonds (x) constitutes legal, valid
and binding obligations of the Issuer and (y) is enforceable against the Issuer; and

(G) a ‘‘Relevant Event’’ will be deemed to occur if:

(i) there is a No Registration Event; or

(ii) there is a Change of Control.

(d) Purchase

The Issuer or any of its Subsidiaries may at any time purchase Bonds in the open market or
otherwise at any price. The Bonds so purchased, while held by or on behalf of the Issuer or
any such Subsidiary, shall not entitle the Holder to vote at any meetings of the Holders and
shall not be deemed to be outstanding for certain purposes, including without limitation for
the purpose of calculating quorums at meetings of the Holders or for the purposes of
Condition 9, Condition 12(a) and Condition 13.
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(e) Notice of redemption

All Bonds in respect of which any notice of redemption is given under this Condition 6 shall
be redeemed on the date, in such place and in such manner as specified in such notice in
accordance with this Condition. If there is more than one notice of redemption given in
respect of any Bond (which shall include any notice given by the Issuer pursuant to
Condition 6(b) and any Put Exercise Notice given by a Bondholder pursuant to Condition
6(c)), the notice given first in time shall prevail and in the event of two notices being given
on the same date, the first to be given shall prevail. Neither the Trustee nor any of the
Agents shall be responsible for calculating or verifying any calculations of any amounts
payable under any notice of redemption and shall not be liable to Holders, the Issuer or any
other person for not doing so.

(f) Cancellation

All Certificates representing Bonds purchased by or on behalf of the Issuer or any of its
Subsidiaries shall be surrendered for cancellation to the Registrar and, upon surrender
thereof, all such Bonds shall be cancelled forthwith. Any Certificates so surrendered for
cancellation may not be reissued or resold and the obligations of the Issuer in respect of any
such Bonds shall be discharged.

7. PAYMENTS

(a) Method of Payment:

(i) Payments of principal and premium (if any) shall be made (subject to surrender of the
relevant Certificates at the specified office of the Principal Paying Agent or any other
Paying Agent if no further payment falls to be made in respect of the Bonds represented
by such Certificates) in the manner provided in Condition 7(a)(ii) below.

(ii) Interest on each Bond shall be paid to the person shown on the Register at the close of
business on the fifth Payment Business Day before the due date for payment thereof
(the ‘‘Record Date’’). Payments of interest on each Bond shall be made by transfer to
an account in U.S. dollars maintained by the payee with a bank.

(iii) If the amount of principal being paid upon surrender of the relevant Certificate is less
than the outstanding principal amount of such Certificate, the Registrar will annotate
the Register with the amount of principal so paid and will (if so requested in writing by
the Issuer or a Bondholder) issue a new Certificate with a principal amount equal to the
remaining unpaid outstanding principal amount. If the amount of premium (if any) or
interest being paid is less than the amount then due, the Registrar will annotate the
Register with the amount of premium (if any) or interest so paid.

Notwithstanding the foregoing, so long as the Global Certificate is held on behalf of
Euroclear Bank SA/NV, Clearstream Banking S.A. or the Alternative Clearing System (as
defined in the form of the Global Certificate), each payment in respect of the Global
Certificate will be made to the person shown as the holder in the Register at the close of
business of the relevant clearing system on the Clearing System Business Day before the due
date for such payments, where ‘‘Clearing System Business Day’’ means a weekday (Monday
to Friday, inclusive) except 25 December and 1 January.

(b) Payments subject to Fiscal Laws: Payments will be subject in all cases to (i) any fiscal or
other laws and regulations applicable thereto in the place of payment, but without prejudice
to the provisions of Condition 8 and (ii) any withholding or deduction required pursuant to
an agreement described in Section 1471(b) of the U.S. Internal Revenue Code of 1986 (the
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‘‘Code’’) or otherwise imposed pursuant to Sections 1471 through 1474 of the Code, any
regulations or agreements thereunder, any official interpretations thereof, or (without
prejudice to the provisions of Condition 8) any law implementing an intergovernmental
approach thereto. No commission or expenses shall be charged to the Bondholders in respect
of such payments.

(c) Payment Initiation: Payment instructions (for value on the due date or, if that is not a
Payment Business Day, for value the first following day which is a Payment Business Day)
will be initiated on the due date for payment, or, in the case of payments of principal and
premium (if any) where the relevant Certificate has not been surrendered at the specified
office of any Paying Agent, on the first Payment Business Day on which the Principal Paying
Agent is open for business and on or following which the relevant Certificate is surrendered.

(d) Appointment of Agents: The Principal Paying Agent, the Registrar and the Transfer Agent
initially appointed by the Issuer and their respective specified offices are listed below. The
Principal Paying Agent, the Registrar and the Transfer Agent act solely as agents of the
Issuer and do not assume any obligation or relationship of agency or trust for or with any
Bondholder. The Issuer reserves the right at any time with the prior written approval of the
Trustee to vary or terminate the appointment of the Principal Paying Agent, the Registrar,
any Transfer Agent or any of the other Agents and to appoint additional or other Agents,
provided that the Issuer shall at all times maintain (i) a Principal Paying Agent, (ii) a
Registrar with a specified office outside the United Kingdom, (iii) a Transfer Agent and (iv)
such other agents as may be required by any other stock exchange on which the Bonds may
be listed.

Notice of any such termination or appointment or any change of any specified office of an
Agent shall promptly be given by the Issuer to the Bondholders.

(e) Delay in Payment: Bondholders will not be entitled to any interest or other payment for any
delay after the due date in receiving the amount due on a Bond if the due date is not a
Payment Business Day or if the Bondholder is late in surrendering or cannot surrender its
Certificate (if required to do so).

(f) Non-Payment Business Days: If any date for payment in respect of any Bond is not a
Payment Business Day, the Holder shall not be entitled to payment until the next following
Payment Business Day nor to any interest or other sum in respect of such postponed
payment. In this Condition 7, ‘‘Payment Business Day’’ means a day (other than a Saturday,
a Sunday or a public holiday) on which commercial banks and foreign exchange markets are
generally open for business in (i) New York City, (ii) the place in which the specified office
of the Principal Paying Agent is located, and (iii) in the case of payment against presentation
or surrender of a Certificate to a Paying Agent other than the Principal Paying Agent, the
place in which the specified office of such Paying Agent is located.

8. TAXATION

All payments of principal, premium (if any) and interest by or on behalf of the Issuer in respect of
the Bonds shall be made free and clear of, and without withholding or deduction for, any taxes,
duties, assessments or governmental charges of whatever nature imposed, levied, collected,
withheld or assessed by the PRC or any political subdivision or any authority therein or thereof
having power to tax, unless such withholding or deduction is required by law.
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Where such withholding or deduction is made by the Issuer by or within the PRC up to and
including the aggregate rate applicable on @@ (the ‘‘Applicable Rate’’), the Issuer will increase
the amounts paid by it to the extent required, so that the net amount received by Bondholders
equals the amounts which would otherwise have been receivable by them had no such withholding
or deduction been required.

As at the date of the Offering Circular, the ‘‘Applicable Rate’’ shall be @@ per cent., pursuant to
(a) the Enterprise Income Tax Law of the PRC and (b) the rate calculated pursuant to the Circular
of Full Implementation of Business Tax to VAT Reform (which introduced a new value added tax
from 1 May 2016) as explained in more detail in ‘‘Taxation – PRC’’.

If the Issuer is required to make a deduction or withholding by or within the PRC in excess of the
Applicable Rate, the Issuer shall pay such additional amounts (‘‘Additional Tax Amounts’’) as
will result in receipt by the Bondholders of such amounts as would have been received by them
had no such withholding or deduction been required, except that no Additional Tax Amounts shall
be payable in respect of any Bond:

(i) Other connection: to a Bondholder (or to a third party on behalf of a Bondholder) who is
liable to such taxes, duties, assessments or governmental charges in respect of such Bond by
reason of his having some connection with the PRC other than the mere holding of the Bond;
or

(ii) Surrender more than 30 days after the Relevant Date: in respect of which the Certificate
representing it is presented or surrendered (where presentation or surrender is required) for
payment more than 30 days after the Relevant Date except to the extent that the Bondholder
of it would have been entitled to such Additional Tax Amounts on presenting or, as the case
may be, surrendering the Certificate representing such Bond for payment on the last day of
such period of 30 days.

References in these Conditions to principal, premium (if any) and interest shall be deemed also to
refer to any Additional Tax Amounts which may be payable under this Condition 8 or any
undertaking or covenant given in addition thereto or in substitution therefor pursuant to the Trust
Deed.

‘‘Relevant Date’’ in respect of any Bond means the date on which payment in respect of it first
becomes due or (if any amount of the money payable is improperly withheld or refused) the date
on which payment in full of the amount outstanding is made or (if earlier) the date seven days
after that on which notice is duly given to the Bondholders that, upon further presentation or, as
the case may be, surrender of the Certificate representing such Bond being made in accordance
with these Conditions, such payment will be made, provided that payment is in fact made upon
such presentation or surrender.

Neither the Trustee nor the Agents shall be responsible for paying any tax, duty, charge,
withholding or other payment referred to in this Condition 8 (Taxation) or for determining whether
such amounts are payable or the amount thereof, and shall not be responsible or liable for any
failure by the Issuer, the Bondholders or any other person to pay such tax, duty, charge,
withholding or other payment in any jurisdiction.

9. EVENTS OF DEFAULT

If an Event of Default (as defined below) occurs the Trustee at its discretion may, and if so
requested in writing by Holders of at least 25 per cent. of the aggregate principal amount of the
Bonds then outstanding or if so directed by an Extraordinary Resolution shall (provided in any
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such case that the Trustee shall have first been indemnified and/or secured and/or pre-funded to its
satisfaction), give notice to the Issuer that the Bonds are, and they shall immediately become, due
and payable at their principal amount together (if applicable) with any accrued but unpaid interest.

An ‘‘Event of Default’’ occurs if:

(a) Non-Payment: there has been a failure to pay (i) the principal or premium (if any) of any of
the Bonds when due or (ii) any interest on any of the Bonds within 14 days after due date of
such payment; or

(b) Breach of Other Obligations: the Issuer does not perform or comply with any one or more
of its other obligations under the Bonds or the Trust Deed, and such default (i) is incapable
of remedy or, (ii) if capable of remedy, is not remedied within 30 days after the Trustee has
given written notice thereof to the Issuer; or

(c) Cross-Default: (i) any other present or future indebtedness of the Issuer or any of its
Subsidiaries for or in respect of moneys borrowed or raised becomes (or becomes capable of
being declared) due and payable prior to its stated maturity by reason of any actual or
potential default, event of default or the like (howsoever described), or (ii) any such
indebtedness is not paid when due or, as the case may be, within any originally applicable
grace period, or (iii) the Issuer or any of its Subsidiaries fails to pay when due any amount
payable by it under any present or future guarantee for, or indemnity in respect of, any
moneys borrowed or raised provided that the aggregate amount of the relevant indebtedness,
guarantees and indemnities in respect of which one or more of the events mentioned above in
this Condition 9(c) have occurred equals or exceeds in the aggregate U.S.$20,000,000 or its
equivalent (on the basis of the middle spot rate for the relevant currency against the U.S.
dollar as quoted by any leading bank on the day on which this Condition 9(c) operates); or

(d) Enforcement Proceedings: a distress, attachment, execution or other legal process is levied,
enforced or sued out on or against all or a material part of the property, assets or revenues of
the Issuer or any of its Principal Subsidiaries and is not discharged or stayed within 45 days;
or

(e) Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present or
future, created or assumed by the Issuer or any of its Principal Subsidiaries becomes
enforceable and any step is taken to enforce it (including the taking of possession or the
appointment of a receiver, manager or other similar person) and is not discharged within 45
days; or

(f) Insolvency: the Issuer or any of its Principal Subsidiaries is (or is, or could be, deemed by
law or a court to be) insolvent or bankrupt or unable to pay its debts as and when such debts
fall due, stops, suspends or threatens to stop or suspend payment of all or a material part of
its debts, proposes or makes any agreement for the deferral, rescheduling or other
readjustment of all or a material part of its debts, proposes or makes a general assignment or
an arrangement or composition with or for the benefit of the relevant creditors in respect of
any of such debts or a moratorium is agreed or declared in respect of or affecting all or a
material part of the debts of the Issuer or any of its Principal Subsidiaries; or

(g) Winding-up: an order of any court of competent jurisdiction is made or an effective
resolution is passed for the winding-up or dissolution of the Issuer or any of its Principal
Subsidiaries, or the Issuer or any of its Principal Subsidiaries ceases or threatens to cease to
carry on all or substantially all of its business or operations, except for the purpose of and
followed by a reconstruction, amalgamation, reorganisation, merger or consolidation (i) on
terms approved by the Trustee acting on an Extraordinary Resolution of the Bondholders, or
(ii) in the case of a Principal Subsidiary, whereby the undertaking and assets of such
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Principal Subsidiary are transferred to or otherwise vested in the Issuer or another Subsidiary,
or (iii) in the case of a disposal of a Principal Subsidiary on an arm’s length basis, whereby
the proceeds resulting from such disposal are fully vested in the Issuer or another Subsidiary;
or

(h) Nationalisation: any step is taken by any person with a view to the seizure, compulsory
acquisition, expropriation or nationalisation of all or a material part of the assets of the Issuer
or any of its Principal Subsidiaries; or

(i) Authorisation and Consents: any action, condition or thing (including the obtaining or
effecting of any necessary consent, approval, authorisation, exemption, filing, licence, order,
recording or registration) at any time required to be taken, fulfilled or done in order (i) to
enable the Issuer lawfully to enter into, exercise its rights and perform and comply with its
obligations under the Bonds and the Trust Deed, (ii) to ensure that those obligations are
legally binding and enforceable and (iii) to make the Bonds and the Trust Deed admissible in
evidence in the courts of Hong Kong and the PRC is not taken, fulfilled or done; or

(j) Illegality: it is or will become unlawful for the Issuer to perform or comply with any one or
more of its obligations under any of the Bonds or the Trust Deed; or

(k) Analogous Events: any event occurs which under the laws of any relevant jurisdiction has an
analogous effect to any of the events referred to in any of Conditions 9(a) to 9(j) (both
inclusive).

In this Condition 9:

‘‘Principal Subsidiary’’ means any Subsidiary of the Issuer:

(a) whose operating revenue or (in the case of a Subsidiary which itself has Subsidiaries)
consolidated operating revenue, as shown by its latest audited income statement is at least 5
per cent. of the consolidated operating revenue as shown by the latest published audited
consolidated income statement of the Issuer and its Subsidiaries including, for the avoidance
of doubt, the Issuer and its consolidated Subsidiaries’ share of operating revenue of
Subsidiaries not consolidated and of jointly controlled entities and after adjustments for
minority interests;

(b) whose operating profits or (in the case of a Subsidiary which itself has Subsidiaries)
consolidated operating profits, as shown by its latest audited income statement are at least 5
per cent. of the consolidated operating profit as shown by the latest published audited
consolidated income statement of the Issuer and its Subsidiaries including, for the avoidance
of doubt, the Issuer and its consolidated Subsidiaries’ share of operating profits of
Subsidiaries not consolidated and of jointly controlled entities and after adjustments for
minority interests; or

(c) whose total assets or (in the case of a Subsidiary which itself has Subsidiaries) consolidated
total assets, as shown by its latest audited balance sheet are at least 5 per cent. of
consolidated total assets as shown by the latest published audited consolidated balance sheet
of the Issuer and its Subsidiaries including, for the avoidance of doubt, the investment of the
Issuer in each Subsidiary whose accounts are not consolidated with the consolidated audited
accounts of the Issuer and after adjustment for minority interests;

provided that, in relation to paragraphs (a), (b) and (c) above of this definition:

59



(i) in the case of a corporation or other business entity becoming a Subsidiary after the end of
the financial period to which the latest consolidated audited accounts of the Issuer relate, the
reference to the then latest consolidated audited accounts of the Issuer for the purposes of the
calculation above shall, until consolidated audited accounts of the Issuer for the financial
period in which the relevant corporation or other business entity becomes a Subsidiary are
published be deemed to be a reference to the then latest consolidated audited accounts of the
Issuer adjusted to consolidate the latest audited accounts (consolidated in the case of a
Subsidiary which itself has Subsidiaries) of such Subsidiary in such accounts;

(ii) if at any relevant time in relation to the Issuer or any Subsidiary which itself has Subsidiaries
no consolidated accounts are prepared and audited, operating revenue, operating profit or
total assets of the Issuer and/or any such Subsidiary shall be determined on the basis of pro
forma consolidated accounts prepared for this purpose by the Issuer;

(iii) if at any relevant time in relation to any Subsidiary, no accounts are audited, its operating
revenue, operating profit or total assets (consolidated, if appropriate) shall be determined on
the basis of pro forma accounts (consolidated, if appropriate) of the relevant Subsidiary
prepared for this purpose by the Issuer; and

(iv) if the accounts of any subsidiary (not being a Subsidiary referred to in proviso (i) above of
this definition) are not consolidated with those of the Issuer, then the determination of
whether or not such subsidiary is a Principal Subsidiary shall be based on a pro forma
consolidation of its accounts (consolidated, if appropriate) with the consolidated accounts
(determined on the basis of the foregoing) of the Issuer prepared for this purpose by the
Issuer,

(d) in the case of a Subsidiary to which is transferred the whole or substantially the whole of the
assets of a Subsidiary which immediately prior to such transfer was a Principal Subsidiary,
the Principal Subsidiary which so transfers its assets shall forthwith upon such transfer cease
to be a Principal Subsidiary and the Subsidiary to which the assets are so transferred shall
become a Principal Subsidiary upon such transfer but shall cease to be a Principal Subsidiary
at the date on which the first published audited accounts (consolidated, if appropriate) of the
Issuer prepared as of a date later than such transfer are issued unless such Subsidiary would
continue to be a Principal Subsidiary on the basis of such accounts by virtue of the
provisions of paragraphs (a), (b) or (c) above of this definition.

10. PRESCRIPTION

Claims against the Issuer for payment in respect of the Bonds shall be prescribed and become void
unless made within 10 years (in the case of principal or premium (if any)) or five years (in the
case of interest) from the appropriate Relevant Date in respect of them.

11. REPLACEMENT OF CERTIFICATES

If any Certificate is lost, stolen, mutilated, defaced or destroyed, or is alleged to have been lost,
stolen or destroyed, it may be replaced, subject to applicable laws, regulations or other relevant
regulatory authority regulations, at the specified office of the Registrar or any Transfer Agent, in
each case on payment by the claimant of the fees and costs incurred in connection therewith and
on such terms as to evidence, security, indemnity and otherwise as the Issuer, the Registrar or the
relevant Transfer Agent may require. Mutilated or defaced Certificates must be surrendered before
replacements will be issued.
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12. MEETINGS OF BONDHOLDERS, MODIFICATION, WAIVER, AUTHORISATION,
DETERMINATION AND ENTITLEMENT OF TRUSTEE

(a) Meetings of Holders

The Trust Deed contains provisions for convening meetings of the Bondholders to consider
any matter affecting their interests, including the sanctioning by Extraordinary Resolution of
a modification of any of these Conditions or any of the provisions of the Trust Deed and the
Agency Agreement. Such a meeting may be convened by the Trustee or the Issuer and shall
be convened by the Trustee upon request in writing from Bondholders holding not less than
10 per cent. in aggregate principal amount of the Bonds for the time being outstanding and
subject to the Trustee being indemnified and/or secured and/or pre-funded to its satisfaction
against all costs and expenses. The quorum for any meeting convened to consider an
Extraordinary Resolution will be two or more persons holding or representing more than 50
per cent. in aggregate principal amount of the Bonds for the time being outstanding, or at any
adjourned meeting two or more persons being or representing Bondholders whatever the
principal amount of the Bonds held or represented unless the business of such meeting
includes the modification or abrogation of certain of the provisions of these Conditions and
certain of the provisions of the Trust Deed, including consideration of proposals, inter alia,
(i) to modify the Maturity Date of the Bonds or the dates on which interest is payable in
respect of the Bonds, (ii) to reduce or cancel the principal amount of, any premium payable
on redemption of, or interest on, the Bonds, (iii) to change the currency of payment of the
Bonds, (iv) to amend Condition 4 or (v) to modify the provisions concerning the quorum
required at any meeting of Bondholders or the majority required to pass an Extraordinary
Resolution, in which case the necessary quorum for passing an Extraordinary Resolution will
be two or more persons holding or representing not less than 75 per cent., or at any
adjourned such meeting not less than 25 per cent., in aggregate principal amount of the
Bonds for the time being outstanding. Any Extraordinary Resolution duly passed shall be
binding on Bondholders, whether or not they were present at the meeting at which such
resolution was passed.

The Trust Deed provides that a resolution in writing signed by or on behalf of the
Bondholders of not less than 90 per cent. in aggregate principal amount of the Bonds for the
time being outstanding shall for all purposes be as valid and effective as an Extraordinary
Resolution passed at a meeting of Bondholders duly convened and held. Such a resolution in
writing may be contained in one document or several documents in the same form, each
signed by or on behalf of one or more Bondholders.

So long as the Bonds are represented by the Global Certificate, Extraordinary Resolution
includes a consent given by way of electronic consents through the relevant clearing
system(s) (in a form satisfactory to the Trustee) by or on behalf of all the Bondholders of not
less than 90 per cent. in aggregate principal amount of the Bonds for the time being
outstanding.

(b) Modification, Waiver, Authorisation and Determination

The Trustee may (but shall not be obliged to) agree, without the consent of the Bondholders,
to any modification of, or to the waiver or authorisation of any breach or proposed breach of,
or any failure to comply with any of these Conditions or any of the provisions of the Trust
Deed which in its opinion is not materially prejudicial to the interest of the Bondholders, or
may agree, without any such consent as aforesaid, to any modification which, in its opinion,
is of a formal, minor or technical nature or to correct a manifest error or to comply with any
mandatory provision of applicable law. Any such modification, waiver or authorisation shall
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be binding on the Bondholders and, unless the Trustee agrees otherwise, such modification,
waiver or authorisation shall be notified to the Bondholders by the Issuer as soon as
practicable thereafter in accordance with Condition 16.

(c) Entitlement of the Trustee

In connection with the exercise of its functions, rights, powers and/or discretions (including
but not limited to those referred to in this Condition 12), the Trustee shall have regard to the
interests of the Bondholders as a class and shall not have regard to the consequences of such
exercise for individual Bondholders and the Trustee shall not be entitled to require, nor shall
any Bondholder be entitled to claim, from the Issuer or the Trustee any indemnification or
payment in respect of any tax consequence of any such exercise upon individual
Bondholders.

13. ENFORCEMENT

At any time after the Bonds become due and payable, the Trustee may, at its discretion and
without further notice, take such steps and/or actions and/or institute such proceedings against the
Issuer as it may think fit to enforce the terms of the Trust Deed and/or the Bonds, but it need not
take any such steps or actions or institute such proceedings unless (a) it shall have been so directed
by an Extraordinary Resolution or so requested in writing by Bondholders holding at least 25 per
cent. in aggregate principal amount of the Bonds then outstanding, and (b) it shall have been
indemnified and/or secured and/or pre-funded to its satisfaction. No Bondholder may proceed
directly against the Issuer unless the Trustee, having become bound so to proceed, fails to do so
within a reasonable time and such failure is continuing.

14. INDEMNIFICATION OF THE TRUSTEE

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief from
responsibility, including without limitation provisions relieving it from taking steps, actions or
proceedings to enforce payment or taking other actions unless first indemnified and/or secured and/
or pre-funded to its satisfaction. The Trustee and the Agents are entitled to enter into business
transactions with the Issuer and/or any entity related to the Issuer without accounting for any
profit.

The Trustee may rely without liability to Holders on any report, information, confirmation or
certificate from or any opinion or advice of any accountants, auditors, lawyers, valuers,
auctioneers, surveyors, brokers, financial advisers, financial institution or any other expert,
whether or not addressed to it and whether their liability in relation thereto is limited (by its terms
or by any engagement letter relating thereto or in any other manner) by reference to a monetary
cap, methodology or otherwise. The Trustee may accept and shall be entitled to rely on any such
report, information, confirmation, certificate, opinion or advice, in which case such report,
information, confirmation, certificate, opinion or advice shall be binding on the Issuer and the
Holders.

Whenever the Trustee is required or entitled by the terms of the Trust Deed, the Agency
Agreement or these Conditions to exercise any discretion or power, take any action, make any
decision or give any direction, the Trustee is entitled, prior to exercising any such discretion or
power, taking any such action, making any such decision or giving any such direction, to seek
directions or clarification of directions from the Bondholders by way of Extraordinary Resolution,
and the Trustee shall not be responsible for any loss or liability incurred by the Issuer, the
Bondholders or any other person as a result of any delay in it exercising such discretion or power,
taking such action, making such decision or giving such direction or clarification of such direction
as a result of seeking such direction or clarification of such direction from the Bondholders or in
the event that no direction or clarification is given to the Trustee by the Bondholders.
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None of the Trustee or any of the Agents shall be responsible for the performance by the Issuer
and any other person appointed by the Issuer in relation to the Bonds of the duties and obligations
on their part expressed in respect of the same and, unless it has written notice from the Issuer to
the contrary, the Trustee and each Agent shall be entitled to assume that the same are being duly
performed. None of the Trustee or any Agent shall be liable to any Bondholder, the Issuer or any
other person for any action taken by the Trustee or such Agent in accordance with the instructions
of the Bondholders. The Trustee shall be entitled to rely on any direction, request or resolution of
Bondholders given by Bondholders holding the requisite principal amount of Bonds outstanding or
passed at a meeting of Bondholders convened and held in accordance with the Trust Deed.

The Trustee shall have no obligation or duty to monitor whether an Event of Default or a Potential
Event of Default or a Relevant Event has occurred, and shall not be liable to the Holders or any
other person for not doing so.

Each Bondholder shall be solely responsible for making and continuing to make its own
independent appraisal and investigation into the financial condition, creditworthiness, condition,
affairs, status and nature of the Issuer, and the Trustee shall not at any time have any responsibility
for the same and each Bondholder shall not rely on the Trustee in respect thereof.

15. FURTHER ISSUES

The Issuer is at liberty from time to time without the consent of the Holders to create and issue
further securities having the same terms and conditions as the Bonds in all respects (or in all
respects save for the issue date and the first payment of interest on them and the timing for
complying with the Registration Conditions and the making of the Foreign Debt Registration and
the NDRC Post-issue Filing) and so that the same shall be consolidated and form a single series
with the outstanding Bonds. References in these Conditions to the Bonds include (unless the
context requires otherwise) any other securities issued pursuant to this Condition and forming a
single series with the Bonds. Any further securities shall be constituted by a deed supplemental to
the Trust Deed.

16. NOTICES

All notices to the Holders will be valid if mailed to them by uninsured mail at their respective
addresses in the Register and shall be deemed to have been given on the fourth weekday (being a
day other than a Saturday or a Sunday) after the date of mailing. The Issuer shall also ensure that
notices are duly published in a manner that complies with the rules and regulations of any stock
exchange or other relevant authority on which the Bonds are for the time being listed. Any notice
shall be deemed to have been given, on the date of such publication or, if published more than
once, on the first date on which publication is made.

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held
on behalf of Euroclear Bank SA/NV or Clearstream Banking S.A. or the Alternative Clearing
System, notices to the Bondholders shall be validly given by the delivery of the relevant notice to
Euroclear Bank SA/NV or Clearstream Banking S.A. or the Alternative Clearing System, for
communication by it to entitled accountholders in substitution for notification as required by these
Conditions.

17. CONTRACTS (RIGHTS OF THIRD PARTIES) ACT 1999

No person shall have any right to enforce any term or condition of the Bonds under the Contracts
(Rights of Third Parties) Act 1999.
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18. GOVERNING LAW AND JURISDICTION

(a) Governing Law

The Trust Deed, the Agency Agreement and the Bonds and any non-contractual obligations
arising out of or in connection with them are governed by, and shall be construed in
accordance with, English law.

(b) Jurisdiction

The courts of Hong Kong are to have exclusive jurisdiction to settle any disputes that may
arise out of or in connection with the Bonds, the Trust Deed and the Agency Agreement and
accordingly any legal action or proceedings arising out of or in connection with any Bonds,
the Trust Deed and the Agency Agreement (‘‘Proceedings’’) may be brought in such courts.
The parties to the Trust Deed have irrevocably submitted to the jurisdiction of such courts
and waived any objection to Proceedings in any such courts whether on the ground of venue
or on the ground that the Proceedings have been brought in an inconvenient forum.

(c) Agent for Service of Process

The Issuer has irrevocably appointed in the Trust Deed an agent in Hong Kong to receive
service of process in any Proceedings in Hong Kong based on any of the Bonds.

(d) Waiver of Immunity

The Issuer has waived in the Trust Deed any right to claim sovereign or other immunity from
jurisdiction or execution and any similar defence, and has irrevocably consented in the Trust
Deed to the giving of any relief or the issue of any process, including, without limitation, the
making, enforcement or execution against any property whatsoever (irrespective of its use or
intended use) or any order or judgment made or given in connection with any Proceedings.
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SUMMARY OF PROVISIONS RELATING TO THE BONDS IN GLOBAL FORM

The Global Certificate contains provisions which apply to the Bonds while they are in global form,
some of which modify the effect of the Terms and Conditions set out in this Offering Circular. The
following is a summary of certain of those provisions.

Terms defined in the Terms and Conditions set out in this Offering Circular have the meaning in the
paragraphs below.

The Bonds will be represented by a Global Certificate which will be registered in the name of a nominee
of, and deposited with, a common depositary on behalf of Euroclear and Clearstream.

Under the Global Certificate, the Issuer, for value received, will promise to pay such principal, interest
and premium (if any) on the Bonds to the holder of the Bonds on such date or dates as the same may
become payable in accordance with the Terms and Conditions.

Owners of interests in the Bonds in respect of which the Global Certificate is issued will be entitled to
have title to the Bonds registered in their names and to receive individual definitive certificates if either
Euroclear or Clearstream or any other clearing system through which the Bonds are held (an
‘‘Alternative Clearing System’’) is closed for business for a continuous period of 14 days (other than
by reason of holidays, statutory or otherwise) or announces an intention permanently to cease business
or does in fact do so.

Individual definitive certificates will be issued in an aggregate principal amount equal to the principal
amount of the Global Certificate. Such exchange will be effected in accordance with the provisions of
the Trust Deed, the Agency Agreement and the regulations concerning the transfer and registration of
the Bonds scheduled thereto and, in particular, shall be effected without charge to any holder of the
Bonds or the Trustee, but against such indemnity and/or security as the Registrar or the relevant Agent
may require in respect of any tax or other duty of whatsoever nature which may be levied or imposed in
connection with such exchange.

The Issuer will cause sufficient individual definitive certificates to be executed and delivered to the
Registrar for completion, authentication and despatch to the relevant holders of the Bonds. A person
with an interest in the Bonds in respect of which the Global Certificate is issued must provide the
Registrar not less than 30 days’ notice at its specified office of such holder’s intention to effect such
exchange and a written order containing instructions and such other information as the Issuer and the
Registrar may require to complete, execute and deliver such individual definitive certificates.

In addition, the Global Certificate will contain provisions which modify the Terms and Conditions as
they apply to the Bonds evidenced by the Global Certificate. The following is a summary of certain of
those provisions:

Payment

So long as the Bonds are represented by the Global Certificate, each payment in respect of the Global
Certificate will be made to, or to the order of, the person whose name is entered on the Register at the
close of business on the record date which shall be on the Clearing System Business Day immediately
prior to the date for payment, where ‘‘Clearing System Business Day’’ means a weekday (Monday to
Friday), inclusive except 25 December and 1 January.
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Calculation of Interest

So long as the Bonds are represented by a Global Certificate and such Global Certificate is held on
behalf of a clearing system, the Issuer has promised, inter alia, to pay interest in respect of such Bonds
from the Issue Date in arrear at the rates, on the dates for payment, and in accordance with the method
of calculation provided for in the Terms and Conditions, save that the calculation is made in respect of
the total aggregate amount of the Bonds represented by such Global Certificate.

Notices

So long as the Bonds are represented by the Global Certificate and the Global Certificate is held on
behalf of Euroclear or Clearstream or any Alternative Clearing System, notices to holders of the Bonds
shall be validly given by delivery of the relevant notice to Euroclear or Clearstream or such Alternative
Clearing System, for communication by it to accountholders entitled to an interest in the Bonds in
substitution for notification as required by the Terms and Conditions.

Meetings

For the purposes of any meeting of Bondholders, the holder of the Bonds represented by the Global
Certificate shall (unless the Global Certificate represents only one Bond) be treated as two persons for
the purposes of any quorum requirements of a meeting of Bondholders and as being entitled to one vote
in respect of each U.S.$1,000 in principal amount of Bonds for which the Global Certificate is issued.

Bondholder’s Redemption

The Bondholder’s redemption option in Condition 6(c) (Redemption for Relevant Events) of the Terms
and Conditions may be exercised by the holder of the Global Certificate giving notice to the Principal
Paying Agent within the time limits set out in that Condition, in accordance with the rules and
procedures of Euroclear and Clearstream and any Alternative Clearing System, as applicable, failing
which, in the form of the notice of redemption available from any Paying Agent and stating the principal
amount of Bonds in respect of which the option is exercised.

Issuer’s Redemption

The option of the Issuer provided for in Conditions 6(b) (Redemption for Taxation Reasons) of the
Terms and Conditions shall be exercised by the Issuer giving notice to the Bondholders within the time
limits set out in and containing the information required by the Terms and Conditions.

Transfers

Transfers of interests in the Bonds represented by the Global Certificate will be effected through the
records of Euroclear and Clearstream (or any Alternative Clearing System) and their respective
participants in accordance with the rules and procedures of Euroclear and Clearstream (or any
Alternative Clearing System) and their respective direct and indirect participants.

Cancellation

Cancellation of any Bond represented by the Global Certificate by the Issuer following its redemption or
purchase by the Issuer or its Subsidiaries will be effected by a reduction in the principal amount of the
Bonds in the register of Bondholders and the Global Certificate on its presentation to or to the order of
the Registrar for annotation (for information only) in Schedule A to the Global Certificate.

Trustee’s Powers

In considering the interests of Bondholders while the Global Certificate is registered in the name of a
nominee for a clearing system, the Trustee may, to the extent it considers it appropriate to do so in the
circumstances, but without being obligated to do so, (a) have regard to any information as may have
been made available to it by or on behalf of the relevant clearing system or its operator as to the identity
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of its accountholders (either individually or by way of category) with entitlements in respect of the
Bonds and (b) consider such interests on the basis that such accountholders were the Bondholders in
respect of which the Global Certificate is issued.

The Global Certificate shall not become valid for any purpose until authenticated by or on behalf of the
Registrar.

67



USE OF PROCEEDS

The gross proceeds from the offering of the Bonds will be U.S.$@@. The Issuer intends to use such
proceeds for refinancing certain offshore existing indebtedness.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth the consolidated total borrowings (both current and non-current portions),
total equity and total capitalisation of the Issuer as at 31 December 2018 and adjusted to give effect to
the issue of the Bonds. The summary consolidated financial information below should be read in
conjunction with the Issuer’s consolidated financial statements and the notes to those statements
included elsewhere in this Offering Circular.

Actual As adjusted

RMB
(millions)

U.S.$ (2)

(millions)
RMB

(millions)
U.S.$(2)

(millions)
Short-term indebtedness:
Non-current liabilities due within one year . . . . . . . . 4,013.2 583.7 4,013.2 583.7
Short-term borrowings . . . . . . . . . . . . . . . . . . . . . . 1,331.9 193.7 1,331.9 193.7

Total short-term indebtedness . . . . . . . . . . . . . . . . 5,345.1 777.4 5,345.1 777.4

Long-term indebtedness:
Long-term loan . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,673.1 970.6 6,673.1 970.6
Bonds payable . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,119.8 1,035.5 7,119.8 1,035.5
Long-term payables . . . . . . . . . . . . . . . . . . . . . . . . 574.6 83.6 574.6 83.6
Bonds to be issued . . . . . . . . . . . . . . . . . . . . . . . . – – @@ @@

Total long-term indebtedness . . . . . . . . . . . . . . . . 14,367.5 2,089.7 @@ @@

Total indebtedness . . . . . . . . . . . . . . . . . . . . . . . . 19,712.6 2,867.1 @@ @@

Total equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,885.7 3,037.7 20,885.7 3,037.7

Total capitalisation(1) . . . . . . . . . . . . . . . . . . . . . . 40,598.3 5,904.8 @@ @@

(1) Total capitalisation represents the sum of total short-term indebtedness, total long-term indebtedness and total equity.

(2) The translation of Renminbi amounts into U.S. dollars, for convenience purpose, is made at a rate of RMB6.8755 to
U.S.$1.00 (the noon buying rate in New York City on 31 December 2018 as set forth in the weekly H.10 statistical release
of the Board of Governors of the Federal Reserve System).

Since 31 December 2018, the Issuer incurred additional short-term borrowings in aggregate principal
amount of RMB1.7 billion, long-term loans in aggregate principal of RMB0.1 billion and bonds payable
in aggregate principal amount of RMB2.8 billion. Except as otherwise disclosed above, there has been
no material change in the consolidated capitalisation and indebtedness of the Issuer since 31 December
2018.
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DESCRIPTION OF THE GROUP

OVERVIEW

The Group is the sole investment and financing platform for transportation infrastructure construction of
the Huai’an Municipal Government and is wholly-owned by the Huai’an Municipal Government. Since
its establishment in 2003, the Group has played an important role in implementing the Huai’an
Municipal Government’s blueprint for transportation infrastructure construction and has received strong
financial and operational support from the Huai’an Municipal Government. The Group’s operations are
categorised into the following business segments: (i) infrastructure construction, (ii) transportation
logistics, (iii) commercial trading and (iv) other businesses including restaurant operation, tourism and
advertising.

As at 31 December 2016, 2017 and 2018, the consolidated total assets of the Group was approximately
RMB36,964.4 million, RMB42,704.7 million and RMB44,593.9 million, respectively. For the three
years ended 31 December 2016, 2017 and 2018, the operating incomes of the Group was approximately
RMB1,537.7 million, RMB2,121.1 million and RMB2,405.9 million, respectively. For the year ended 31
December 2016, the Group had an operating loss of approximately RMB40.4 million, and for the years
ended 31 December 2017 and 2018, the Group had operating profits of approximately RMB200.7
million and RMB187.8 million, respectively. With strong support from the Huai’an Municipal
Government, the Group has expanded its business rapidly across its business segments in recent years.
Set forth below is an overview of the Group’s businesses:

• Infrastructure construction: The Group’s infrastructure construction business involves the
development of transportation infrastructure projects as well as the redevelopment of shantytown
projects（棚戶區改造）and the construction of affordable housing projects（保障性住房建設）in
Huai’an. As at 31 December 2018, the Group had financed and developed 75 infrastructure
construction projects, and had invested an amount of approximately RMB14.3 billion in such
projects. For the transportation infrastructure development business, the Group generates operating
incomes mainly through construction fees in connection with the transportation infrastructure
development projects that it conducted, as well as management fees the Group receives from
projects it completed before 2014. For the shantytown redevelopment and affordable housing
construction business, the Group is normally designated by the Huai’an Housing and Urban-rural
Development Bureau（淮安市住房和城鄉建設局）to carry out the construction work. For the three
years ended 31 December 2016, 2017 and 2018, the Group’s operating incomes generated by the
infrastructure construction business segment was RMB1,190.5 million, RMB1,616.6 million and
RMB1,804.8 million, respectively.

• Transportation logistics: The Group operates its transportation logistics business through certain
of its subsidiaries, including Huai’an Port Logistics Group and Huai’an Civil Airport Co., Ltd.
This business segment mainly consists of seven sub-segments, namely, city bus transportation
service, port operations and container logistics, airport operations, railroad operations and
management, tram operations, highway tolls operations and public service. The Group generates
operating incomes from the transportation logistics segment mainly through fees collected for the
city bus transportation and the logistics services that the Group provided. For the three years ended
31 December 2016, 2017 and 2018, the Group’s operating incomes generated by the transportation
logistics business segment was RMB221.9 million, RMB244.4 million and RMB310.9 million,
respectively.

• Commercial trading: The Group operates its commercial trading business through its subsidiaries,
including Huai’an Traffic Investment Co., Ltd., Huai’an Riverstone Trading Co., Ltd. and Jiangsu
Ruijie Plastic Pipe Fitting Co., Ltd. Huai’an Traffic Investment Co., Ltd. was founded in 1993 and
is principally engaged in the sale of cement, cotton, and industrial chemicals. Huai’an Riverstone
Trading Co., Ltd. was founded in 2003 and is principally engaged in the sale of small household
appliances. Jiangsu Ruijie Plastic Pipe Fitting Co., Ltd. was founded in 1998 and is principally
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engaged in the production and sale of plastic pipes and fittings. For the three years ended 31
December 2016, 2017 and 2018, the Group’s operating incomes generated by the commercial
trading business segment was RMB88.9 million, RMB188.6 million and RMB217.7 million,
respectively.

• Other businesses: The Group also invests in and operates other businesses, such as restaurant
operation, tourism, and advertising. The Group invests in and operates its tourism business in
Huai’an, which is a famous city known for its long history and rich culture. Huai’an is located at
the intersection of Huai River and the Jinghang Grand Canal, and it has long been a key
transportation hub in the region and is widely expected to be developed into an international and
modern city. By acquiring a number of quality assets and resources, the Group intends to further
expand its restaurant operation and tourism businesses. For the three years ended 31 December
2016, 2017 and 2018, the Group’s operating incomes generated by the other businesses business
segment was RMB36.4 million, RMB71.5 million and RMB72.6 million, respectively.
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CORPORATE STRUCTURE

As at the date of this Offering Circular, the Group carried out its principal business activities primarily
through 39 subsidiaries. The chart below illustrates the corporate structure of the Group as at the date of
this Offering Circular.
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HISTORY AND DEVELOPMENT

The Issuer is a state-owned company wholly-owned by the Huai’an Municipal Government. The Huai’an
Municipal Government approved the establishment of the Issuer with the aim of raising funds for major
transportation infrastructure construction projects in Huai’an and for the development of such
infrastructure projects. The Issuer was incorporated in 2003 by the Huai’an Municipal Government with
an initial registered capital of RMB102.9 million. As at 31 December 2018, the Group had total assets
of RMB44,593.9 million.

The following are a number of key events that occurred and accolades and awards received in the
development of the Group:

2003 • Huai’an Traffic Holding Co., Ltd. was founded.

2004 • The construction of Huai’an New Port was completed.

• The Huai’an Municipal Government granted the Group 2,000.0 mu
of land.

2008 • The Group established a standard and mechanism for its parent-
subsidiary operations and management structure.

• The construction of Yuxin Road and Yanhe Road undertaken by the
Group as part of the Huai’an Municipal Government’s ‘‘4221’’ key
projects officially began.

2009 • In order to strengthen the Group’s credit rating and in accordance
with the Huai ’an Municipal Government ’s ‘‘Opinion on
Imp lemen t a t i on o f Speed ing Up Majo r T ranspo r t a t i on
Construction’’, the Huai’an Municipal Government allocated an
annual land listing quota of approximately 300.0 mu of land to the
Group.

2010 • The Group was appointed as the representative of the Huai’an
Municipal Government for the investment of the Suhuai railway
project.

• Huai’an State-owned Assets Supervision and Administration
Commission (the ‘‘Huai’an SASAC‘‘）transferred its 78.7 per cent.
equity interest in Huai’an New Port Railway Co., Ltd. to the Group
on a gratuitous basis.

• The Group was recognised as a ‘‘Civilised Unit in Jiangsu Province’’
by Jiangsu Provincial Steering Committee for Ideological and
Ethical Advancement.

• The Group was awarded the ‘‘State-Owned Asset Management
Advanced Group Award’’ by the Huai’an Municipal Government.

2011 • The Huai’an Municipal Government agreed to transfer its 99.0 per
cent. equity interest in Huai’an Civil Airport Co. Ltd. to the Group
on a gratuitous basis.
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• The Group was recognised as a ‘‘Civilised Unit in Jiangsu Province’’
by Jiangsu Provincial Steering Committee for Ideological and
Ethical Advancement.

• The Group was awarded the ‘‘Transportation Construction Service
Advanced Group Award’’ by the Huai’an Municipal Government.

2012 • The Group was awarded the ‘‘Comprehensive Social Management
and Safe Construction Work Advanced Group Award’’ by the
Huai’an SASAC.

• The Group was honoured with the ‘‘Huai’an May 1st Labour
Medal’’ by the Huai’an Municipal Government.

• The Group was awarded the ‘‘Safe Production Advanced Group
Award’’ by Huai’an SASAC.

• The Group was recognised as a ‘‘Civilised Unit in Jiangsu Province’’
by Jiangsu Provincial Steering Committee for Ideological and
Ethical Advancement.

2013 • The Group was awarded the ‘‘Safe Production Advanced Group
Award’’ by Huai’an SASAC.

• The Group was honoured with the ‘‘Huai’an May 1st Labour
Medal’’ by the Huai’an Municipal Government for the second
consecutive year.

2015 • The Group established Huai’an City Public Transportation Co., Ltd.

• The Group established Huai’an Railway Investment Co., Ltd.

2016 • The Group received an asset injection of approximately RMB12.9
billion in June 2016.

• The Group established Huai’an Port Logistics Group Co., Ltd.

• The Group was recognised as a ‘‘Civilised Unit in Jiangsu Province’’
by Jiangsu Provincial Steering Committee for Ideological and
Ethical Advancement.

• The Group acquired 100 per cent. of equity interest of Huai’an
Modern Tram Co., Ltd.

2017 • The construction of Huai’an New Port Phase II was completed and
the first foreign trade route via Huai’an New Port was opened.

• The Group was recognised as an ‘‘Enterprise with Harmonious
Labour Relat ions’’ by Huai’an Tripart i te Committee for
Coordination of Labor Relations.
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2018 • The Group entered into a strategic cooperation agreement with
Huai’an Grain Bureau（淮安市糧食局）in July 2018 for the purpose
of promoting grain industry, advertising local agricultural products
and strengthening agricultural supply side structural reform of
Huai’an.

• The Group entered into a strategic cooperation agreement with
Hongze District Government（洪澤區政府）in August 2018 relating
to project construction, industrial upgrading and talent cultivation to
further develop Hongze District.

• Huai’an Huailiang Holdings Co., Ltd. entered into a strategic
cooperation agreement with Jiangsu Yangzi Evening News Co.,
Ltd.（江蘇揚子晚報有限公司）in September 2018 to better promote
advertising of the Group.

• The Group entered into a strategic cooperation agreement with
Huai’an Industrial Park Management Committee（淮安工業園區管理

委員會）in September 2018 to jointly develop Huai’an Flavour
Millennium Ecological Garden Complex Project（淮味千年田園綜合

體項目）.

COMPETITIVE STRENGTHS

The Group believes that its competitive strengths outlined below distinguish it from its competitors and
are important to its success and future development:

The sole investment and financing platform for transportation infrastructure construction of the
Huai’an Municipal Government

The Group is the sole investment and financing platform for transportation infrastructure construction of
the Huai’an Municipal Government and is wholly-owned by the Huai’an Municipal Government. Since
its establishment in 2003, the Group has played an important role in implementing the Huai’an
Municipal Government’s blueprint for transportation infrastructure construction and has received strong
financial and operational support from the Huai’an Municipal Government, such as grants, subsidies,
asset injections, and capital injections. The Group has participated in most of Huai’an’s key
transportation infrastructure construction projects, such as the construction of Jinghu Expressway
Huai’an Section, Xiangyu Road, Tianjin Road Grand Canal Bridge and the Huai’an Lianshui Airport.
The Group has grown into a leading state-owned enterprise in the Jiangsu province.

Huai’an is located in the area key to merchandise and energy transportation traffic in Jiangsu province.
It is situated at the intersection of Old Huai River and the Jinghang Grand Canal, making it a key water
transportation hub connecting the ‘‘One Belt One Road’’ route with the East Longhai Economy Belt. As
a transportation hub of both Jiangsu province and the northern Yangtze delta area, Huai’an and its
transportation infrastructure have played an important role in the development of Jiangsu province.

In the ‘‘Thirteenth Five Year Plan’’ period, the Huai’an Municipal Government announced its intention
to further increase its spending in railway and water transportation infrastructure constructions. This
plan contemplates a greater number of complex national and provincial level transportation infrastructure
projects as compared to the ‘‘Twelfth Five Year Plan’’. As the sole investment and financing platform
for transportation infrastructure construction of Huai’an and a company wholly-owned by the Huai’an
Municipal Government, the Group expects to obtain more government procurement contracts and grow
with the Huai’an transportation infrastructure network.
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The Group’s quality assets and the stable cash flow generated from such quality assets

The Group has a portfolio of high-quality assets under the Group’s infrastructure construction and
transportation logistics businesses. These high-quality assets include Xiangyu Road, National Highway
No. 205 Huai’an Section, Provincial Highway No. 237 Huai’an Section, Provincial Highway No. 327
Lianshuicheng to Shihu Section, Suhai Expressway West Huai’an Connection Road, Tianjin Road Grand
Canal Bridge, Huai’an Lianshui Airport, three boat locks, 526.3 km of city canals, and 623.4 km of city
main roads. Most of the Group’s high-quality assets are located in important areas of Huai’an with high
traffic flow, and such assets as a whole make up the backbone of the Huai’an transportation network.
With the development of Huai’an’s economy and the increase in Huai’an’s traffic volume, the Group’s
quality assets have become more valuable. In addition, as at the date of this Offering Circular, the
Huai’an Lianshui Airport second phase expansion project is under construction. This expansion will
increase the Huai’an Lianshui Airport’s passenger and cargo handling capacity and the Group expects to
benefit from the increased passenger and traffic volume due to the expansion.

The quality assets that the Group owns generate stable and healthy cash flow for the Group, which in
turn funds the growth of the Group’s infrastructure construction and transportation logistics businesses.
Since the day-to-day functions of Huai’an’s economy depend on Huai’an’s transportation infrastructures,
which the Group owns an important part of, there is a stable demand for using the Group’s quality assets
and such assets generate stable cash flow for the Group. In addition, the Huai’an Municipal Government
pays the Group an annual management fee for the Group’s transportation infrastructures developed,
creating a stable source of cash flow for the Group.

Strong support from the Huai’an Municipal Government

As a wholly-state owned enterprise and the sole investment and financing platform for transportation
infrastructure development of the Huai’an Municipal Government, the Group enjoys strong support from
the Huai’an Municipal Government. In addition, Huai’an SASAC has enhanced the Group’s financial
strengths by increasing the share capital of the Group over the past years and injecting a number of
quality assets into the Group to further strengthen its financial position. The Group has also received
government grants and subsidies over the years. The strong and continued support from Huai’an SASAC
and the Huai’an Municipal Government greatly increased the business strength and comprehensive
competitiveness of the Group, which in turn contributes to the future growth of the Group.

Strong financial profile with access to multiple sources of capital

As at 31 December 2018, the Group had total assets and current assets amounted to RMB44.6 billion
and RMB19.1 billion, respectively, as compared to total liabilities and current liabilities of RMB23.7
billion and RMB9.1 billion, respectively. As at 31 December 2018, the Group had asset-to-liability
ratios of 53.2 per cent. With well-established operations in various business segments, the Group has a
proven track record of raising finance and repaying debts, and its strong credit worthiness has been
recognised by domestic rating agencies.

The Group is the sole investment and financing platform for transportation infrastructure construction
projects established by the Huai’an Municipal Government to attract funds from different sources to
Huai’an. The Group has established strategic co-operation relationships with a number of reputable
financial institutions including China Development Bank, China Minsheng Bank, Hengfeng Bank, China
Guangfa Bank, Bank of Communications, Industrial and Commercial Bank of China, Bank of China,
China Merchants Bank, China Construction Bank, Shanghai Pudong Development Bank, Bank of
Nanjing, Huishang Bank, Evergrowing Bank, Huaxia Bank and Bank of Jiangsu. As at 31 December
2018, the Group had a total approved credit line of RMB13.0 billion, of which RMB8.5 billion has been
utilised. As at 31 December 2018, the Group had successfully issued various series of debt securities in
the domestic capital market of the PRC amounting to a total of RMB9,375.0 million. The Group had
also raised, through trust financing, a total of RMB500.0 million as at 31 December 2018. The Group
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plans to increase the proportion of direct financing from the capital markets in the future and to build a
diversified financing structure comprised of project loans, corporate bonds, medium term notes, short-
term notes, trust financing and other creative financial products.

Experienced management team with sound corporate governance

The Group’s management team has extensive experience in the various businesses of the Group,
including infrastructure construction, commercial trading and tourism. Many members of the Group’s
management team also serve, or have served, in various positions of the Huai’an Municipal Government.
Their understanding of the regulatory framework and government policies plays a significant role in the
development of the Group’s business. The Group believes that its management team’s extensive
experience in a broad range of industries and strong execution capabilities contribute to the Group’s
sustainable growth and will enable the Group to capture market opportunities as they arise.

In addition, the Group’s operation teams in all of the Group’s business segments are led by professionals
with extensive experience in operation and management of the relevant industries of the Group’s
business and supported by a highly skilled and well-trained workforce. Throughout its years of operation
and management of its various businesses, the Group has been able to maintain effective and efficient
management and operational control over its key subsidiaries. The Group has adopted a commercially
driven approach to managing its business operations while leveraging on its established relationship with
governmental authorities with a view to maximising its growth potential. For further information, see
‘‘Directors and Senior Management’’.

BUSINESS STRATEGIES

The Group’s strategies are directed and approved by the Huai’an Municipal Government. The objective
of the Group is to become a leading enterprise in the transportation infrastructure development industry.
The Group intends to achieve its objective by implementing the following strategies:

Further strengthen the infrastructure construction business

Capitalising on Huai’an’s rapidly growing demand for infrastructure construction, the Group plans to
continue to maintain and expand its leading market position in infrastructure development in Huai’an.
The Group will improve its infrastructure construction business and continue to procure major projects.
Such construction projects could bring significant positive influence on the overall development of
Huai’an and such influence could exert a driving effect on other industries that the Group conducts
business in.

Further explore innovative financing channels and expand the financing sources of the Group

In order to realise the capital balance and satisfy the demand for its construction funding, the Group
plans ahead of time and takes proactive measures in the conduct of its financing activities. In addition,
the Group plans to raise funds through multi-channel financing and further develop innovative financing
channels. In implementing this strategy, the Group aims to utilise a wide range of financing channels
including bond issuance, project loans from banks and innovative financing modes such as trust
financing and financial leasing, which helps to build a diversified and advanced financing structure for
the Group. Furthermore, the Group plans to focus on lowering its financing cost. It seeks to control the
cost of indirect financing below the benchmark interest rate as well as the cost of direct financing.

Further improve the synergies among the Group’s different business segments

The Group intends to further improve the synergies between its various business segments. The Group
also intends to improve its overall management efficiency to strengthen the support from its core
business segments to its other ancillary business segments, including financial and logistics support, as
well as market information sharing. The Group will also enhance the communications among its sales
and marketing teams of different business segments, so that the Group can keep track of the latest
market trends and business opportunities.
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Continue to adopt centralised management of the Group’s capital and a prudent financial policy to
control cost and improve profitability

The Group will continue to adopt a centralised management system to manage and to achieve efficient
deployment of the Group’s capital. The Group also plans to continue to adopt a prudent financial and
risk management policy and further improve its financial control system to control costs and improve
profitability. The Group believes that these measures will further enhance its competitive advantage and
help to achieve sustainable growth of the Group.

Attract, motivate and cultivate high-quality talent

The Group believes that its human resources are its most important asset and that its continued ability to
compete effectively in existing businesses and expand into new business areas depends on its ability to
attract, motivate and retain talent. The Group plans to further enhance its comprehensive training
programs to improve the skills and knowledge base of its employees. The Group also seeking to
motivate and retain high-quality talent through its performance-based compensation system, reinforce
their commitment to the Group’s culture and promoting a cohesive work environment.

RECENT DEVELOPMENTS

Interim Results as at and for the Six Months Ended 30 June 2019

As at 30 June 2019, as compared to the financial information as at 31 December 2018, the Group’s
short-term loan increased primarily due to an increase in bank loans; the Group’s notes payable
increased primarily due to an increase in bank’s acceptance bills issued by the Group; the Group’s debts
payable increased primarily due to an increase in bonds issued in the domestic capital markets. As a
result of aforementioned reasons, the Group’s total liabilities increased as at 30 June 2019 compared to
the financial information as at 31 December 2018. For the six months ended 30 June 2019, the Group
experienced increases in operating costs and management expenses as compared to the same period in
the preceding year, primarily due to an accompanying increase in operating incomes. Furthermore, the
Group experienced a decrease in other income in the six months ended 30 June 2019 compared with the
same period in the previous year, primarily due to a decrease in non-recurring government subsidies. As
a result of aforementioned reasons, the Group’s net profits for the six months ended 30 June 2019
decreased compared to the same period in the preceding year. Such financial information has not been
subject to an audit or review by independent auditors and should not be relied upon by investors to
provide the same quality of information associated with information that has been subject to an audit or
review.

Potential investors must exercise caution when using such data to evaluate the Group’s financial
condition and results of operations. The financial information as at and for the six months ended 30 June
2019 should not be taken as an indication of the Group’s expected financial condition or results of
operations as at and for the full financial year ending 31 December 2019. See ‘‘Risk Factors – Risks
Relating to the Group’s Business – The Issuer published and may continue to publish periodical
financial information in the PRC pursuant to applicable PRC regulatory rules. Investors should be
cautious and not place undue reliance on the Issuer’s unaudited and unreviewed financial information
or the discussion of material financial trends in relation to the Issuer’s unaudited and unreviewed
financial information as at and for the six months ended 30 June 2019.’’

DESCRIPTION OF THE GROUP’S BUSINESS

Over the years, the Group has primarily focused on financing and developing transportation
infrastructure in Huai’an. In recent years, the Group has been involved in shantytown redevelopment
and affordable housing construction business as part of its primary business. The Group has also
diversified its business portfolio to include transportation logistics, commercial trading and other
businesses such as restaurant operation, tourism, and advertising, from which the Group has recorded a
relatively smaller percentage of its total operating incomes.

78



The Group is the sole investment and financing platform for transportation infrastructure construction in
Huai’an. By injecting high-quality transportation infrastructure assets into the Group, the Huai’an
Municipal Government plans to build the Group into a platform which integrates the transportation
infrastructures in Huai’an into a unified transportation system.

The following table sets out a breakdown of the Group’s operating incomes by business segment for the
periods indicated:

Years ended 31 December

2016 2017 2018

Amount
(RMB’000) %

Amount
(RMB’000) %

Amount
(RMB’000) %

(audited) (audited) (audited)
Business segment
Infrastructure construction . . . . . . . . . . . . . . . . . 1,190,467.4 77.4 1,616,636.8 76.2 1,804,822.0 75.0
Transportation logistics . . . . . . . . . . . . . . . . . . . 221,922.3 14.4 244,354.1 11.5 310,901.3 12.9
Commercial trading . . . . . . . . . . . . . . . . . . . . . 88,944.1 5.8 188,568.7 8.9 217,655.3 9.0
Other businesses(1) . . . . . . . . . . . . . . . . . . . . . . 36,365.2 2.4 71,544.0 3.4 72,557.2 3.0

Total operating incomes . . . . . . . . . . . . . . . . . . 1,537,699.0 100.0 2,121,103.6 100.0 2,405,935.9 100.0

Note:

(1) Other businesses includes the ‘‘others’’ category under the ‘‘main business’’ and the ‘‘other businesses’’ on page F-90 of the
audited consolidated financial statements as at and for the years ended 31 December 2016, 2017 and 2018 of the Issuer
included elsewhere in this Offering Circular.

Infrastructure Construction Business

Overview

The Group’s infrastructure construction business mainly includes the development of transportation
infrastructure projects as well as the redevelopment of shantytown projects and the construction of
affordable housing projects in Huai’an. For the transportation infrastructure development business, the
Group generates operating incomes mainly through construction fees in connection with the
transportation infrastructure development projects that it conducted and management fees the Group
receives from projects it completed before 2014. For the shantytown redevelopment and affordable
housing construction business, the Group is normally designated by the Huai’an Housing and Urban-
rural Development Bureau to carry out the construction work. As at 31 December 2018, the Group had
completed 57 transportation infrastructure development projects and had 15 projects under construction.
As at 31 December 2018, the Group had two shantytown redevelopment projects and an affordable
housing construction project under construction.

For the three years ended 31 December 2016, 2017 and 2018, the Group’s operating incomes generated
by its infrastructure construction business segment was RMB1,190.5 million, RMB1,616.6 million and
RMB1,804.8 million, respectively, representing 77.4 per cent., 76.2 per cent. and 75.0 per cent.,
respectively, of the Group’s total operating incomes for the same periods.

Transportation Infrastructure Development

The Group undertakes transportation infrastructure development projects primarily through the Issuer
and its subsidiary, Jiangsu Jetta Traffic Engineering Group Co., Ltd. (‘‘Jetta Company’’). As at 31
December 2018, the Group had participated in 72 transportation infrastructure development projects in
Huai’an, and had invested a total amount of approximately RMB13.1 billion in such projects.
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Business Model

The Group is typically selected as a general contractor to carry out transportation infrastructure
development through a public tender process. The Group has adopted two methods when undertaking
transportation infrastructure development projects, where it either (i) undertakes the construction work
by itself or (ii) outsources the construction work to independent third party sub-contractors. The fees
payable to the Group under these projects is fixed, however, in the event of significant fluctuation in the
price of construction materials, the Group may renegotiate and adjust fees based on the then prevailing
market price of key construction materials. The Group is entitled to the payments based on the progress
of each project. The final payment serves as a quality guarantee deposit, which is payable to the Group
within two years after the project is completed. In addition, the Group has been receiving RMB194.8
million of management fees annually from the Huai’an Municipal Government, as payments for the
Group’s investment in certain infrastructure construction projects in Huai’an prior to 2014, according to
the Approval Related to Adjusting the Accounts of Huai’an Traffic Holding Co., Ltd. by the Huai’an
Municipal Government (Huai Zheng Fu [2014] No. 89)（淮安市人民政府關於同意調整淮安市交通控股

有限公司部分會計科目的批復）（淮政複[2014]89號）. The annual payments began in 2014 and the
Group expects such payments to continue until the Huai’an Municipal Government repurchases the
related infrastructures.

The Group finances its transportation infrastructure development projects with internal working capital
and external financing. The Group’s internal working capital mainly comes from self-generated revenue;
for its external financing, the Group has established strategic co-operation relationships with a number
of reputable financial institutions including China Development Bank, China Minsheng Bank, Hengfeng
Bank, China Guangfa Bank, Bank of Communications, Industrial and Commercial Bank of China, Bank
of China, China Merchants Bank, China Construction Bank, Shanghai Pudong Development Bank, Bank
of Nanjing, Huishang Bank, Evergrowing Bank, Huaxia Bank and Bank of Jiangsu. As at 31 December
2018, the Group had a total approved credit line of RMB13.0 billion, of which RMB8.5 billion has been
utilised. As at 31 December 2018, the Group had successfully issued various series of debt securities in
the domestic capital market of the PRC amounting to a total of RMB9,375.0 million. The Group had
also raised, through trust financing, a total of RMB500.0 million as at 31 December 2018.

Project Description

Completed Projects

As at 31 December 2018, the Group had completed 57 transportation infrastructure development projects
with a total investment amount of approximately RMB5.0 billion. The particulars of the Group’s major
completed projects as at 31 December 2018 in terms of total investment are set forth below:

Project
Year of

Commencement
Year of

Completion
Total

Investment(1)
Return on
Investment

(RMB’000)
Provincial Highway No. 503 Huai’an Airport Connection Line

Construction Project（503省道淮安機場連接線工程）. . . . . . 2015 2017 427,430.0 199,000.0
Hainan Provincial Highway No. S301 Jialong Line and S302

Huangtun Line Reconstruction Project
（海南省省道S301嘉龍線、S302黃屯線改造工程）. . . . . . . . 2015 2016 224,620.0 217,000.0

Hehuaidang Scenic Spot of Jinhu County Highway
Construction Project（金湖縣荷花蕩景區旅遊公路工程）. . . . 2014 2016 202,990.0 82,000.0

Suzhou to Yangzhou Expressway Jiangsu Section Project
（宿州至揚州高速江蘇段工程）. . . . . . . . . . . . . . . . . . . . 2014 2017 127,000.0 117,000.0

(1) Represents the actual amount that has been invested, which is derived from the Group’s internal records.
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Projects under Construction

As at 31 December 2018, the Group had 15 transportation infrastructure development projects under
construction with a total estimated amount of investment of RMB10.3 billion, of which RMB8.1 billion
has been incurred. The particulars of the Group’s five largest transportation infrastructure construction
projects under construction as at 31 December 2018 in terms of total estimated investment are set forth
below:

Project
Year of

Commencement
Expected Year of

Completion
Total Estimated
Investment(1)

Return on
Investment

(RMB’000)
Zhongshan to Kaiping Expressway and

Xiaolan Branch Line Construction Project
（中山至開平高速公路及小欖支線項目）. . . . . . . . . . . . . . 2017 2019 1,552,180.0 330,000.0

Lianshui Airport Phase II（漣水機場二期） . . . . . . . . . . . . . . 2016 2019 699,000.0 110,792.0
Main Construction Project of Huai’an Expressway Project Phase I

HA-KSL-1 Section（淮安市快速公路一期建設工程主體施工項

目HA-KSL-1標）. . . . . . . . . . . . . . . . . . . . . . . . . . . . 2016 2019 644,050.0 349,000.0
Haian to Qidong Expressway HQ-22 Section
（海安至啟東高速公路HQ-22標）. . . . . . . . . . . . . . . . . . . 2018 2020 526,000.0 241,000.0

Changzhou to Yixing Expressway CY-YX1
（常州至宜興高速公路CY-YX1）. . . . . . . . . . . . . . . . . . . 2017 2019 402,970.0 92,000.0

(1) Represents the estimated total cost to be incurred for the project, which is derived from the Group’s internal records the
actual cost incurred upon completion may differ from such estimation.

Projects under Planning

As at 31 December 2018, the Group had no transportation infrastructure development projects under
planning.

Shantytown Redevelopment and Affordable Housing Construction

The Group conducts its shantytown redevelopment and affordable housing construction business
primarily through its subsidiaries Huai’an Traffic Holdings Property Co., Ltd.（淮安市交通控股置業有

限公司）. As at 31 December 2018, the Group had two shantytown redevelopment projects and an
affordable housing construction project under construction with a total estimated investment of
approximately RMB4.1 billion. As at 31 December 2018, the Group had not generated any operating
income from the shantytown redevelopment and affordable housing construction business mainly due to
the payment plan of the shantytown redevelopment and affordable housing construction business.

Business Model

The Group is engaged by the Huai’an Housing and Urban-rural Development Bureau to undertake the
shantytown redevelopment projects and enters into a project agreement with the Huai’an Housing and
Urban-rural Development Bureau for each project, which typically provides the details of the key
aspects of the project, such as the scale of the project, construction and project management schedule,
term, and payment schedule. The Group normally conducts the financing for the shantytown
redevelopment projects. After completion of the shantytown redevelopment projects, the Group will be
entitled to a sum amount as agreed in the project agreement, composing of the project cost plus a
premium thereon at a pre-fixed rate. Such payable amount will be paid by the Huai’an Municipal
Government in instalments as stipulated in the project agreement, usually ranging from 20 to 25 years.
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Project Description

Projects under Construction

As at 31 December 2018, the Group had two shantytown redevelopment projects and an affordable
housing construction project under construction with a total estimated investment of approximately
RMB4.1 billion. The particulars of the Group’s shantytown redevelopment and affordable housing
construction projects under construction as at 31 December 2018 are set forth below:

Project
Year of

Commencement
Expected Year of

Completion Site Area
Total Estimated

Investment

(sq.m.) (RMB’000)
Shantytown Redevelopment Project Phase I (2016 Shantytown

Redevelopment Project Phase III)（棚戶區改造項目一期

（2016年棚戶區改造項目三期工程））. . . . . . . . . . . . . . . . 2016 2019 200,200.0 2,340,000.0
Shantytown Redevelopment Project Phase II (2017 Shantytown

Redevelopment Project (Urban Villages) Phase III)（棚戶區改

造項目二期（2017年棚戶區（城中村）改造項目三期工程））. . . 2017 2019 113,573.3 1,480,000.0
He Yan Yuan Affordable Housing Project（河宴園保障房項目）. 2017 2019 15,481.9 250,000.0

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 329,555.2 4,070,000.0

Transportation Logistics Business

The Group operates its transportation logistics business mainly through its subsidiaries, including
Huai’an Port Logistics Group, Huai’an City Public Transportation Co., Ltd., Huai’an Modern Tram Co.,
Ltd., Huai’an Civil Airport Co., Ltd and Huai’an Jianghuai Public Services Co., Ltd. This business
mainly consists of seven sub-segments, namely, city bus transportation service, port operations and
container logistics, airport operations, railroad operations and management, tram operations, highway
tolls operations and public service.

For the three years ended 31 December 2016, 2017 and 2018, the Group’s operating incomes generated
by the transportation logistics segment was RMB221.9 million, RMB244.4 million, and RMB310.9
million, respectively, representing 14.4 per cent., 11.5 per cent. and 12.9 per cent., respectively, of the
Group’s operating incomes for the same periods.

City Bus Transportation Service

Overview

The Group operates its city bus transportation service through its wholly-owned subsidiary, Huai’an City
Public Transportation Co., Ltd., which is the sole city bus transportation service provider in Huai’an
City, which has the qualification in operating city bus transportation and also conducts car leasing, car
repairs and bus advertising businesses. The Group is mainly engaged in the city bus transportation
service in Huai’an. As at 31 December 2018, the Group operated 95 city bus lines with 2,178 stations
and a total length of 1,717.3 kilometres in Huai’an.

For the years ended 31 December 2016, 2017 and 2018, operating income generated from the Group’s
city bus transportation service business segment amounted to RMB72.6 million, RMB74.8 million and
RMB81.9 million, respectively. The Group received subsidies for its city bus transportation service
business in the amount of RMB107.4 million and RMB133.8 million in 2017 and 2018, respectively.

Business Model

The Group primarily generates operating incomes from the fares of its city bus transportation service.
Bus fares in Huai’an City are valorised by the government pricing for public products, which is RMB2.0
or RMB3.0 per person for air-conditioned bus and RMB1.0 or RMB2.0 per person for non-air-
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conditioned bus. There are two categories of the tickets for passengers: one-way ticket and pre-charged
IC card. The Group has also received annual government subsidies from the Huai’an Municipal
Government for its buses.

Port Operations and Container Logistics

The Group operates its port operations business through its subsidiary, Huai’an New Port Harbour Co.,
Ltd, which was founded on 17 August 2004 with a registered capital of approximately RMB26.0
million. This subsidiary operates the port operations business at Huai’an New Port in Huai’an, Jiangsu
province. It handles various categories of items and the majority of which are steel, coal and gravel.
Huai’an New Port is strategically located at the confluence of Liyun River and the Huai’an District
section of the Jinghang Grand Canal and it is in close proximity to major international shipping routes.
With ice-free port conditions, Huai’an New Port is able to operate its terminals year round. Huai’an
New Port also benefits from the growing economy of Jiangsu and the increasing volume of trade in the
region. The business has an integrated multi-modal transportation system comprising various methods of
transportation, including water, road, railway and pipelines. In addition, it has a well-established sea-to-
rail intermodal transportation network that hosts one of the largest volumes of sea-to-rail intermodal
transportation among similar-sized ports in the PRC. Its advanced port operational system provides
crucial support for its development of high-end logistics businesses.

The Group is engaged in the provision of loading and discharging and logistics services. The Group’s
terminal operation is equipped with advanced facilities, including two gantry cranes, a reach stacker,
eight circular fixed cranes, two ship loaders, six stacking machines, nine forklifts and four conveyor
belts. As at phase one, the port takes up an area of 370.0 mu, with a shoreline dock length of 518.0
metres, anchorage area of 315.0 metres, eight berths that can accommodate 500.0 tonnes to 2,000.0
tonnes, water mooring area of 120,000.0 square metres, storage yard area of 150,000.0 square metres
and storage capacity of 300,000.0 tonnes. The Group has also obtained the approval to accommodate
vessels with transportation capacities of up to 2,485.0 deadweight tonnage. The following table sets
forth the throughput handled by the New Port Harbour Co., Ltd. for the periods indicated:

Years ended 31 December

2016 2017 2018

(‘000 tonnes) (‘000 tonnes) (‘000 tonnes)
Steel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45.5 94.1 132.6
Coal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.4 28.1 23.2
Mineral powders . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.0 27.4 0.4
Gravel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,188.0 1,321.1 1,383.2
Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.1 – 75.2

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,266.0 1,470.8 1,614.5

The Group operates its container logistics business through Huai’an International Container Logistics
Co., Ltd. and Jiangsu Jianghuaitong Container Shipping Co., Ltd. The business’s container terminals can
accommodate container vessels with a loading capacity of 30,000 tonnes and can connect to almost all
domestic and overseas ports via direct ship routes and transfers. In addition, it has a well-established
sea-to-rail intermodal transportation network that hosts one of the largest volumes of sea-to-rail
intermodal transportation among all similar-sized ports in China. The business has obtained the approval
to accommodate vessels that can carry up to 96.0 Twenty Foot Equivalent Unit (‘‘TEU’’) of cargo. The
throughput for the container logistics business handled by Huai’an International Container Logistics Co.,
Ltd. for the three years ended 31 December 2016, 2017 and 2018 was 100,984.0 TEU, 110,943.0 TEU
and 143,335.0 TEU, respectively.

For the three years ended 31 December 2016, 2017 and 2018, the Group’s operating income generated
by the port operations and container logistics business was approximately RMB37.8 million, RMB70.2
million and RMB77.8 million, respectively.
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Airport Operations

The Group operates its airport operations business through its subsidiary Huai’an Civil Airport Co., Ltd.
The subsidiary operates Huai’an Lianshui Airport, the main gateway to Huai’an. Huai’an Lianshui
Airport is located approximately 230.0 km north of Nanjing, the provincial capital of Jiangsu province.
Construction of Huai’an Lianshui Airport began on August 2008 and the commercial operations of
Huai’an Lianshui Airport commenced in September 2010. The Huai’an Lianshui Airport Phase II
expansion project commenced in April 2016 and the commercial operations of the expanded areas of
Huai’an Lianshui Airport commenced in April 2018. Huai’an Lianshui Airport has one 2,800 metres
long runway, an airport terminal with a total gross floor area of 14,700 square metres and 15 parking
bays. In 2018, Huai’an Lianshui Airport had an annual handling capacity of approximately 1,520,000
passenger arrivals and departures and 6,286.0 tonnes of cargo.

The Group generates operating incomes from its airport operations business mainly by charging airplane
landing and take-off fees, passenger fees, ground service fees and cargo transportation fees. For the
three years ended 31 December 2016, 2017 and 2018, the Group’s passenger throughput was
approximately 861,500 passengers, 1,286,300 passengers and 1,520,000 passengers, respectively. For the
three years ended 31 December 2016, 2017 and 2018, the cargo throughput was approximately 4,637.0
tonnes, 5,006.7 tonnes and 6,286.0 tonnes, respectively. For the three years ended 31 December 2016,
2017 and 2018, the Group’s flights arrivals and departures amounted to approximately 23,215 times,
15,385 times and 26,082 times, respectively.

Railroad Operations and Management

The Group operates its railroad operations and management business through its subsidiary Huai’an New
Port Railway Co., Ltd. The subsidiary operates and manages a major freight railroad, namely the
Huai’an New Port Special Railroad, which is primarily engaged in the rail transportation of raw
materials primarily in Jiangsu and, via interchange with other rail carriers, to and from other parts of the
PRC.

The Group generates operating incomes from its railroad operations and management business by
charging fees for providing transportation, loading and unloading, storage, and leasing services. The
following table sets forth the throughput handled by the Group for the periods indicated:

Years ended 31 December

2016 2017 2018

(‘000 tonnes) (‘000 tonnes) (‘000 tonnes)
Coal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 214.7 216.7 207.8
Coke . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.0 0.0 0.0
Alloy . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.0 1.1 0.0
Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.0 0.0 0.0

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 214.7 217.8 207.8

Tram Operations

The Group engages in tram operations, tram maintenance, tram advertising and leasing businesses
through its wholly-owned subsidiary, Huai’an Modern Tram Co., Ltd. Huai’an Modern Tram Co., Ltd.
operates its tram transportation business with the energy-efficient and an environmental-friendly
principles. As a new means of transportation, the tram system has become a special feature of Huai’an.
Huai’an Modern Tram Co., Ltd. commenced trial operations of its tram system in December 2015. As at
the date of this Offering Circular, there is one tram line in operation extending from the City Stadium to
Madian Connection Line. This tram line has 23 stops and is 20.1 km in length.
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For the years ended 31 December 2016, 2017 and 2018, operating income generated from the Group’s
tram operations business segment amounted to RMB8.1 million, RMB12.5 million and RMB14.7
million, respectively. The Group received subsidies for its tram operations business in the amount of
RMB33.0 million and RMB53.8 million in 2017 and 2018, respectively.

Highway Tolls Operations

In accordance with the ‘‘Circular 87’’ entitled ‘‘Approval Related to Injecting Certain Toll Road Assets
into Huai’an Traffic Holding Co., Ltd. by the Huai’an Municipal Government（市政府關於將部分收費

公路資產注入市交通控股有限公司的批復）, the Huai’an Municipal Government injected the National
Highway No. 205 Huai’an Section, Provincial Highway No. 237 Huai’an Section and Provincial
Highway No. 327 Lianshuicheng to Shihu Section into the Group. The length of the three first-grade toll
highways totals 127.8 km. As at the date of this Offering Circular, the construction of the three
highways is completed and all of the highways’ toll stations are under construction. The following table
sets out the information of the three toll highways as at 31 December 2018:

Project
Date(s) of
Completion

Total Length
(km)

National Highway No. 205 Huai’an Section（205國道淮安段）. . . . . . . . . . . . . . . . . . . . . 2014 42.2
Provincial Highway No. 237 Huai’an Section（237省道淮安段）. . . . . . . . . . . . . . . . . . . . 2013 50.7
Provincial Highway No. 327 Liangshuicheng to Shihu Section（327省道漣水城至石湖段）. 2011 35.0

Commercial Trading Business

The Group operates its commercial trading business through its subsidiaries, including Huai’an Traffic
Investment Co., Ltd., Huai’an Riverstone Trading Co., Ltd. and Jiangsu Ruijie Plastic Pipe Fitting Co.,
Ltd. Huai’an Traffic Investment Co., Ltd was founded in 1993 and is principally engaged in the sale of
cement and steel. Huai’an Riverstone Trading Co., Ltd. was founded in 2003 and is principally engaged
in the sale of small household appliances. Jiangsu Ruijie Plastic Pipe Fitting Co., Ltd was founded in
1998 and is principally engaged in the production and sale of plastic pipes and fittings.

The Group is the exclusive distributor of certain household appliance brands in Huai’an, and it generates
operating incomes from its commercial trading business by selling construction materials directly and
selling household appliances through its distribution network. The Huai’an Municipal Government
subsidises the Group’s household appliance trading business and such subsidies make up a large portion
of operating incomes generated from the commercial trading business segment.

For the three years ended 31 December 2016, 2017 and 2018, the Group’s operating income generated
by commercial trading business segment was approximately RMB88.9 million, RMB188.6 million and
RMB217.7 million, respectively, representing 5.8 per cent., 8.9 per cent. and 9.0 per cent, respectively,
of the Group’s total operating incomes for the same periods.

The following table sets forth details regarding the major products sold in the Group’s commercial
trading business for the periods indicated:

Years ended 31 December

2016 2017 2018

(RMB’000) (RMB’000) (RMB’000)
Microwaves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,290.0 16,650.0 19,200.0
Fans and heaters . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 750.0 920.0 1,550.0
SUPOR small household electric appliances . . . . . . . . . . . . . . . . . . . . 370.0 70.0 130.0
Steel . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 44,830.0 33,490.0
Wheat . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 17,160.0 –

Grain . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 7,270.0 –

Cement . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 740.0 7,820.0 970.0
Hardware mechanical and electrical products . . . . . . . . . . . . . . . . . . . . – 2,130.0 1,920.0

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,150.0 96,850.0 57,250.0
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Other Businesses

The Group also invests in and operates other businesses, such as restaurant operation, tourism, and
advertising. For the three years ended 2016, 2017 and 2018, the Group’s operating income generated by
other businesses was approximately RMB36.4 million, RMB71.5 million and RMB72.6 million,
respectively, representing 2.4 per cent., 3.4 per cent. and 3.0 per cent., respectively, of the Group’s total
operating incomes for the same periods.

INTERNAL CONTROLS

The Group has extensive internal guidelines related to risk management and corporate management. The
Group strives to standardise its investment activities and enhance its capital usage efficiency. The Group
estimates the amount of capital needed according to its development needs, and it drafts an annual
capital usage plan based on such estimates to more efficiently raise and invest capital. The Group has
also established a healthy and comprehensive financial auditing mechanism that audits the capital usage
and supervises the financial situation of the Group. In addition, the Group engages professional third
parties to audit its annual reports and project cost reports.

As the sole shareholder of the Group, the Huai’an Municipal Government closely monitors, participates
in and influences decisions relating to key investments and appointment of directors, supervisors and
senior management of the Group. The Group and the Huai’an Municipal Government normally conduct
detailed discussions and follow requisite appraisal procedures to ensure that informed and viable
investment decisions are made. Major equity interest transfer transactions are required to be conducted
through public bidding and auction sales based on terms and conditions approved by the Huai’an
Municipal Government. As the Huai’an Municipal Government will continue to be the sole shareholder
of the Group, the Group believes that the role of the Huai’an Municipal Government and its
participation in the Group’s operations distinguish the Group from other companies in the industries
where it operates and will provide effective assurance for achieving its missions.

FINANCIAL POLICIES

The Group aims to control its overall leverage ratio to below 55.0 per cent. at all times. The Issuer’s
finance department manages the capital of the Issuer and its subsidiaries to ensure the efficiency and
safety of the Group’s capital usage. The Issuer’s Asset Management Department and Finance Department
are responsible for supervising and coordinating the cash flow of the Issuer’s subsidiaries, and all
material capital uses must be approved by the Issuer’s chief financial officer. The Group’s financing
plans must be passed by its general manager and its board of directors, and then be approved by the
Huai’an Municipal Government and the Huai’an SASAC, before they can be carried out. To maintain
enough liquidity, the Group plans to keep at least RMB1.0 billion in cash at all times for the next few
years.

GOVERNMENT REGULATIONS

The operations of the Group are subject to various laws and regulations in the jurisdiction in which it
operates. The Group’s properties are subject to routine inspections by government officials with regard
to various safety and environmental issues. The Group believes that it is in compliance in all material
respects with government regulations currently in effect in the jurisdictions in which it operates. The
Group is not aware of significant problems experienced by any member of the Group with respect to
compliance with government regulations in relation to its operations which could materially adversely
affect its properties or operations, nor is it aware of any pending government legislation that might have
a material adverse effect on its properties or operations.
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EMPLOYEES

As at 31 December 2018, the Group had approximately 3,000 employees. In accordance with the
applicable regulations of local governments in regions that the Group has business operations, the Group
makes contributions to the pension contribution plan, medical insurance, unemployment insurance,
maternity insurance and personal injury insurance. The amount of contributions is based on the specified
percentages of employees’ aggregate salaries as required by relevant PRC authorities. The Group also
makes contributions to an employee housing fund in accordance with applicable PRC regulations. In
addition to statutory contributions, the Group provides annual bonuses and supplemental commercial
insurance policies to employees.

The Group enters into an employment contract with each of its employees in accordance with applicable
PRC laws. Such contracts include provisions on wages, vacation, employee benefits, training
programmes, health and safety, confidentiality obligations and grounds for termination.

INSURANCE

The Group also purchases pension insurance, unemployment insurance and medical insurance for its
employees according to the relevant PRC laws and regulations. The Group maintains insurance coverage
in amounts that it believes are consistent with its risk of loss and industry practice.

Consistent with what the Group believes to be customary practice in the PRC, it does not carry any
business interruption insurance, key-man insurance or insurance covering potential environmental
damage claims. Such insurance is not mandatory under the laws and regulations of the PRC, and such
insurance is either unavailable in the PRC or requires substantial cost.

LEGAL PROCEEDINGS AND REGULATORY COMPLIANCE

The Group is from time to time involved in disputes and legal proceedings arising in the ordinary course
of its business. To the best of its knowledge, there are no current litigation or arbitration proceedings
against the Group or any of its directors as at the date of this Offering Circular that could have a
material adverse effect on its financial condition or results of operations.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

DIRECTORS

The board of directors (the ‘‘Board’’) of the Company consists of six directors. The principal focus of
the Board is on overall strategic development, internal control system and risk management system. The
Board provides guidance on business plans and monitors the results of such plans implemented by the
management and reviews and approves the Company’s financial objectives and major financial activities.

The members of the Board as at the date of this Offering Circular are as follows:

Name Age Position/Title

ZHANG Huiyang（張惠揚） . . . . . . . 50 Director and General Manager
WU Qin（吳勤） . . . . . . . . . . . . . . . 54 Director and Secretary of the Party Committee
JIANG Shuwang（姜樹旺）. . . . . . . . 43 Director and Deputy General Manager
SHEN Jian（沈劍）. . . . . . . . . . . . . . 44 Director and Deputy General Manager
XU Xiangbing（徐向兵）. . . . . . . . . . 48 Director and Deputy General Manager
ZHUANG Dejun（莊德軍）. . . . . . . . 52 Director and Deputy General Manager
WANG Yuejun（王櫟鈞）. . . . . . . . . 48 Director and Accounting Manager
LI Bai（李柏）. . . . . . . . . . . . . . . . . 51 Director, Human Resources Manager and Chief

of Party Work Department

Mr. ZHANG Huiyang（張惠揚）, aged 50, has served as a director of the Board and general manager of
the Company since October 2016. Mr. Zhang obtained a master’s degree from Nanjing University（南京

大學）and is also a senior engineer. Prior to joining the Company, Mr. Zhang served as the deputy
department chief of China FAW Huaiyin Special Purpose Automotive Manufacturing Plant（中國一汽淮

陰專用汽車製造廠）. He also served as a department member of Huai’an Traffic Bureau’s Science and
Technology Department（淮安市交通局科技科）, the deputy general manager and the general manager
of Jiangsu Ruijie Plastic Pipe Fitting Co., Ltd.（江蘇瑞潔塑料管材管件有限公司）as well as the deputy
general manager of the Company.

Mr. WU Qin（吳勤）, aged 54, has served as a director of the Board and Secretary of the Party
Committee of the Company since July 2016. Mr. Wu obtained a bachelor’s degree from Central Radio
and Television University（中央廣播電視大學）. Mr. Wu previously served as a teacher and the deputy
secretary of the Chinese Communist Party (‘‘Party’’) Committee Office of Huaiyin Electronic Industry
School（淮陰電子工業學校）, an officer, the assistant secretary, the deputy director of secretary
department and the director of secretary department of Tourist Bureau to Huaiyin Overseas Chinese
Affairs Office（淮陰區外事僑務辦公室旅遊局）, the office director, the director of market development
division, the deputy director and a member of Party leadership group of Huai’an Tourist Bureau（淮安市

旅遊局）, the deputy director, a member of Party leadership group and the secretary of Party leadership
group of Huai’an Overseas Chinese Affairs Office（淮安市外事僑務辦公室）.

Mr. JIANG Shuwang（姜樹旺）, aged 43, has served as a director of the Board and the deputy general
manager of the Company since October 2016. Mr. Jiang obtained a bachelor’s degree from Chongqing
Jiaotong College（重慶交通學院）and is an economist. Mr. Jiang previously served as the deputy
director of general manager’s office at Huai’an Automotive Freight General Company（淮安市汽車貨運

總公司）, the assistant to general manager as well as the manager of the Company’s general department,
asset management department and investment management department. He also served as the chairman
of Huai’an Grand Canal Cultural Travel Co., Ltd.（淮安市運河文化旅遊有限公司）, Jiangsu Ruijie
Plastic Pipe Fitting Co., Ltd.（江蘇瑞潔塑料管材管件有限公司）and Huai’an Hangeng Xintiandi Travel
Co., Ltd.（淮安漢耕新天地旅行社有限公司）.

Mr. SHEN Jian（沈劍）, aged 44, has served as a director of the Board and the deputy general manager
of the Company since October 2016. Mr. Shen obtained a bachelor’s degree from Party School of the
Chinese Communist Party Jiangsu Committee（江蘇省委黨校）and is a policy advisor, an economist and
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a logistics manager. He previously served as the deputy general manager of asset management
department of the Company, the general manager of Huai’an Traffic Hotel Co., Ltd.（淮安市交通賓館有

限公司）, the chairman of Huai’an Hongze Lake Travel Resorts Co., Ltd.（淮安洪澤湖旅遊度假村有限

公司）, the general manager and chairman of Huai’an New Port Harbour Co., Ltd.（淮安市新港港務有限

公司）, the chairman of Huai’an International Container Logistics Co., Ltd.（淮安國際集裝箱物流有限公

司）, the chairman of Huai’an Traffic Travel Group Co., Ltd.（淮安交通旅遊集團有限公司）, the
chairman of Huai’an New Port Railway Co., Ltd.（淮安新港鐵路有限公司）and the chairman of Huai’an
Hongze Salt Chemical Development Co., Ltd.（淮安市洪澤鹽化工開發有限責任公司）.

Mr. XU Xiangbing（徐向兵）, aged 48, has serves as a director of the Board and the deputy general
manager of the Company since May 2017. Mr. Xu obtained a master’s degree from Party School of the
Chinese Communist Party Jiangsu Committee（江蘇省委黨校）and is a senior state-owned asset manager
and a logistics manager. He previously served as the manager of Lianshui Passenger Transportation
Corporation（漣水汽車客運總公司）, assistant to general manager, general manager and secretary of
General Party Branch（總支書記）of Lianshui Public Transportation Company（漣水縣公交公司）,
secretary of the Party Committee, the chairman of board of directors, the general manager of Jiangsu
Lianshui Pharmaceutical Co., Ltd.（江蘇漣水製藥有限公司）, member of the Party Committee of
Transportation Bureau, the director and secretary of the Party Branch of Lianshui Commerce Bureau（漣

水縣商務局）, the director and secretary of the Party Committee of Lianshui Transportation Bureau（漣

水縣交通運輸局）.

Mr. ZHUANG Dejun（莊德軍）, aged 52, has served as a director of the Board and the deputy general
manager of the Company since July 2018. Mr. Shen obtained a bachelor’s degree from Party School of
the Chinese Communist Party Jiangsu Committee（江蘇省委黨校）. Mr. Zhuang previously served as a
teacher of Huaiyin Nanwuji Central Primary School（淮陰縣南吳集中心小學）, a teacher of Huaiyin
Huai’ai Middle School（淮陰縣淮海中學）, an officer of Party publicity department of Huaiyin District

（淮陰區委宣傳部）, the deputy director of Government Office of Huaiyin District Government（淮陰區

政府辦公室）, the deputy general manager of Huai’an Civil Airport Co., Ltd.（淮安民用機場有限責任公

司）.

Mr. WANG Yuejun（王櫟鈞）, aged 48, has served as a director of the Board and the accounting
manager since July 2015. Mr. Wang obtained a professional training degree from Party School of the
Chinese Communist Party Jiangsu Committee（江蘇省委黨校）. Prior to joining the Company, Mr. Wang
served at Huaiyin Huaneng Power Plant（淮陰華能發電廠）, Huaiyin Import and Export Trade Co.,
Ltd.（淮安市進出口貿易有限公司）, Huai’an Agricultural Bank（淮安市農業銀行）’s business
department and the Huai’an centre branch of China Pacific Life Insurance Co., Ltd.（中國太平洋人壽保

險股份有限公司）.

Mr. LI Bai（李柏）, aged 51, has served as director of the Board, the human resource manager and the
Chief of the Party Work Department of the Company since August 2017. Mr. Li obtained a professional
training degree from Huaiyin Technical Institution（淮陰市工業專科學校）. Mr. Li previously served in
Qinghe Materials Centre（清河區物資中心）and Huai’an Foreign Trade Company（淮安市對外貿易公

司）.

SUPERVISORS

The board of supervisors consists of five supervisors. The Board of Supervisors is responsible for
monitoring the Company’s financial matters and overseeing the actions of the board of directors and the
senior management. Each of the supervisors is appointed for a term of three years, which is renewable
upon re-election and re-appointment.
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The members of the supervisors as at the date of this Offering Circular are as follows:

Name Age Position/Title

MA Weimin（馬為民）. . . . . . . . . . . 49 Chairman of the Board of Supervisors
WANG Siyuan（王思遠）. . . . . . . . . 28 Supervisor
GAO Su（高蘇）. . . . . . . . . . . . . . . 27 Supervisor
CHEN Xia（陳霞）. . . . . . . . . . . . . . 37 Supervisor and Deputy Director of Business

Administration and Legal Department
MA Long（馬龍） . . . . . . . . . . . . . . 31 Supervisor and Chief of Office of Discipline

Supervision and Investigation

Ms. MA Weimin（馬為民）, aged 49, has served as the chairman of the board of supervisors of the
Company since August 2015and is also currently the chairman of Second Board of Supervisors of
Huai’an Municipal Government（淮安市人民政府第二監事會）. Ms. Ma previously served as the deputy
chief of Government Procurement Division（政府採購處）, the deputy chief and chief of Foreign
Financial Division（外經金融處）and the chief of Treasury Division（國庫處）of Huai’an Finance
Bureau（淮安市財政局）.

Mr. WANG Siyuan（王思遠）, aged 28, has served as a supervisor of the Company since April 2016.
Mr. Wang is also the full-time supervisor of Service Centre of Huai’an Municipal Enterprises（淮安市市

屬企業監事會服務中心）.

Ms. GAO Su（高蘇）, aged 27, has served as a supervisor of the Company since April 2016. Ms. Gao is
also the full-time supervisor of Service Centre of Board of Supervisors of Huai’an Municipal Enterprises

（淮安市市屬企業監事會服務中心）and previously served as the court assistant of Xuyi People’s Court
（盱眙縣人民法院）.

Ms. CHEN Xia（陳霞）, aged 37, has served as a supervisor and the deputy director of business
administration and legal department of the Company since July 2016. Ms. Chen obtained a bachelor’s
degree from China University of Mining and Technology（中國礦業大學）and is an accountant. Ms.
Chen is also the chief of general ledger and finance of Huai’an Daily News Agency Tongda Outdoor
Media Co., Ltd.（淮安日報社通達戶外傳媒有限公司）. Ms. Chen previously served in Jiangsu Tianye
Accounting Firm（江蘇天業會計師事務所）and Shanghai East Fuda Transportation Service Co.,
Ltd.（上海東方福達運輸服務有限公司）.

Mr. MA Long（馬龍）, aged 31, has been a supervisor and the chief of discipline supervision and
investigation office of the Company since September 2018. Mr. Ma obtained a bachelor’s degree from
Jiangxi Science and Technology Normal College（江西科技師範學院）. Mr. Ma previously served as an
officer of Foreign-owned Enterprises Service Centre of Huai’an Qingpu District（淮安市清浦區外資企

業服務中心）and a secondee to Government Office of Qingpu District Office（青浦區人民政府辦公室）.

SENIOR MANAGEMENT

The table below sets forth certain information with respect to the Company’s senior management
members.

Name Age Position/Title

ZHANG Huiyang（張惠揚） . . . . . . . 50 General Manager
WU Qin（吳勤） . . . . . . . . . . . . . . . 54 Secretary of the Party Committee
JIANG Shuwang（姜樹旺）. . . . . . . . 43 Deputy General Manager
SHEN Jian（沈劍）. . . . . . . . . . . . . . 44 Deputy General Manager
XU Xiangbing（徐向兵）. . . . . . . . . . 48 Deputy General Manager
ZHUANG Dejun（莊德軍）. . . . . . . . 52 Deputy General Manager
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Mr. ZHANG Huiyang（張惠揚）, aged 50, has served as a director of the Board and general manager of
the Company since October 2016. For Mr. Zhang’s biography, see ‘‘ – Directors’’ above.

Mr. WU Qin（吳勤）, aged 54, has served as a director of the Board and the secretary of the Party
Committee of the Company since July 2016. For Mr. Wu’s biography, see ‘‘ – Directors’’ above.

Mr. JIANG Shuwang（姜樹旺）, aged 43, has served as a director of the Board and the deputy general
manager of the Company since October 2016. For Mr. Jiang’s biography, see ‘‘ – Directors’’ above.

Mr. SHEN Jian（沈劍）, aged 44, has served as a director of the Board and the deputy general manager
of the Company since October 2016. For Mr. Shen’s biography, see ‘‘ – Directors’’ above.

Mr. XU Xiangbing（徐向兵）, aged 48, has serves as a director of the Board and the deputy general
manager of the Company since May 2017. For Mr. Xu’s biography, see ‘‘ – Directors’’ above.

Mr. ZHUANG Dejun（莊德軍）, aged 52, has served as a director of the Board and the deputy general
manager of the Company since July 2018. For Mr. Zhuang’s biography, see ‘‘ – Directors’’ above.
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PRC REGULATIONS

This section is a high-level overview of the PRC legal system and a summary of the principal PRC laws
and regulations relevant to the issue of the Bonds by the Issuer. As this is a summary, it does not
contain a detailed analysis of the PRC laws and regulations.

THE PRC LEGAL SYSTEM

The PRC legal system is based on the PRC Constitution and is made up of written laws, regulations,
directives and local laws and laws resulting from international treaties entered into by the PRC
government. In general, court judgments do not constitute binding precedents. However, they are used
for the purposes of judicial reference and guidance.

The National People’s Congress of the PRC (‘‘NPC’’) and the Standing Committee of the NPC are
empowered by the PRC Constitution to exercise the legislative power of the State. The NPC has the
power to amend the PRC Constitution and enact and amend basic laws governing State agencies and
civil, criminal and other matters. The Standing Committee of the NPC is empowered to enact and amend
all laws except for the laws that are required to be enacted and amended by the NPC.

The State Council is the highest organ of the State administration and has the power to enact
administrative rules and regulations. The ministries and commissions under the State Council are also
vested with the power to issue orders, directives and regulations within the jurisdiction of their
respective departments. All administrative rules, regulations, directives and orders promulgated by the
State Council and its ministries and commissions must be consistent with the PRC Constitution and the
national laws enacted by the NPC and the Standing Committee of the NPC. In the event that a conflict
arises, the Standing Committee of the NPC has the power to annul administrative rules, regulations,
directives and orders. The People’s Congresses or their standing committees of the comparatively larger
cities may, in light of the specific local conditions and actual needs, formulate local regulations,
provided that they do not contradict the PRC Constitution, the national laws, the administrative
regulations and the local regulations of their respective provinces or autonomous regions, and they shall
submit the regulations to the standing committees of the people’s congresses of the provinces or
autonomous regions for approval before implementation.

At the regional level, the provincial and municipal congresses and their respective standing committees
may enact local rules and regulations and the people’s governments may promulgate administrative rules
and directives applicable to their own administrative areas. These local rules and regulations must be
consistent with the PRC Constitution, the national laws and the administrative rules and regulations
promulgated by the State Council.

The State Council, provincial and municipal governments may also enact or issue rules, regulations or
directives in new areas of the law for experimental purposes or in order to enforce the law.

After gaining sufficient experience with experimental measures, the State Council may submit legislative
proposals to be considered by the NPC or the Standing Committee of the NPC for enactment at the
national level.

The PRC Constitution vests the power to interpret laws in the Standing Committee of the NPC. The
Supreme People’s Court, in addition to its power to give general interpretation on the application of laws
in judicial proceedings, also has the power to interpret specific cases. The State Council and its
ministries and commissions are also vested with the power to interpret rules and regulations that they
have promulgated. At the regional level, the power to interpret regional rules and regulations is vested
in the regional legislative and administrative bodies which promulgated such laws.
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The PRC Judicial System under the PRC Constitution and the Law of Organisation of the People’s
Courts, the judicial system is made up of the Supreme People’s Court, the local courts, military courts
and other special courts.

The local courts are comprised of the basic courts, the intermediate courts and the high courts.

The basic courts are organised into civil, criminal, economic, administrative and other divisions. The
intermediate courts are organised into divisions similar to those of the basic courts, and are further
organized into other special divisions, such as the intellectual property division. The higher level courts
supervise the judicial work of the basic and intermediate courts. The people’s procuratorates also have
the right to exercise legal supervision over the civil proceedings of courts of the same level and lower
levels. The Supreme People’s Court is the highest judicial body in the PRC. It supervises the
administration of justice by all other courts.

The courts employ a two-tier appellate system. A party may appeal against a judgment or order of a
local court to the court at the next higher level. Second judgments or orders given at the next higher
level and the first judgments or orders given by the Supreme People’s Court are final. If, however, the
Supreme People’s Court or a court at a higher level finds an error in a judgment which has been given
by any court at a lower level, or the president of a court finds an error in a judgment which has been
given in the court over which he presides, the case may then be retried in accordance with the judicial
supervision procedures.

The Civil Procedure Law of the PRC, which was adopted on 9 April 1991 and amended on 28 October
2007, on 31 August 2012 and on 27 June 2017, sets forth the criteria for instituting a civil action, the
jurisdiction of the courts, the procedures to be followed for conducting a civil action and the procedures
for enforcement of a civil judgment or order. All parties to a civil action conducted within the PRC must
comply with the Civil Procedure Law. Generally, a civil case is initially heard by a local court of the
municipality or province in which the defendant resides. The parties to a contract may, by express
agreement, select a jurisdiction where civil actions may be brought, provided that the jurisdiction is
either the plaintiff’s or the defendant’s place of residence, the place of execution or implementation of
the contract or the place of the object of the contract or a venue which has actual connection with the
dispute. However, such selection cannot violate the stipulations of grade jurisdiction and exclusive
jurisdiction in any case.

A foreign individual or enterprise generally has the same litigation rights and obligations as a citizen or
legal person of the PRC. If a foreign country’s judicial system limits the litigation rights of PRC citizens
and enterprises, the PRC courts may apply the same limitations to the citizens and enterprises of that
foreign country within the PRC. If any party to a civil action refuses to comply with a judgment or
order made by a court or an award granted by an arbitration panel in the PRC, the aggrieved party may
apply to the competent court to request for enforcement of the judgment, order or award. The time limit
imposed on the right to apply for such enforcement is two years. If a person fails to satisfy a judgment
made by the court within the stipulated time, the court will, upon application by either party,
mandatorily enforce the judgment.

A party seeking to enforce a judgment or order of a court against a party who is not located within the
PRC and does not own any property in the PRC may apply to a foreign court with proper jurisdiction
for recognition and enforcement of the judgment or order. A foreign judgment or ruling may also be
recognized and enforced by a PRC court in accordance with the PRC enforcement procedures if the PRC
has entered into, or acceded to, an international treaty with the relevant foreign country, which provides
for such recognition and enforcement, or if the judgment or ruling satisfies the PRC court’s examination
in accordance with the principal of reciprocity, unless the PRC court finds that the recognition or
enforcement of such judgment or ruling will result in a violation of the basic legal principles of the
PRC, sovereignty or national security, or for reasons of social and public interests.
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Regulation on Fiscal Debts of Local Governments

In accordance with Notice on the Issuance of the Regulations on the Cost Management of Capital
Construction Projects（財政部關於印發《基本建設項目建設成本管理規定》的通知）issued by MOF
on 6 July 2016 and took effect on 1 September 2016, the construction agency established (or authorised
to be established) by the government can be deemed as a department of the government and can directly
prepare the annual investment plan and annual budget for city infrastructure construction. In accordance
with Guidance on Further Strengthening Adjustment of Credit Structure to Promote Fast and Smooth
Development of National Economy（中國人民銀行、中國銀行業監督管理委員會關於進一步加強信貸

結構調整促進國民經濟平穩較快發展的指導意見）issued jointly by the PBOC and CBRC in March
2009, local governments are encouraged to establish financing platforms to issue financing instruments
such as enterprise bonds and medium term notes. In order to strengthen the management of financing
platforms and effectively prevent fiscal financial risks, Notice of the State Council on Strengthening
Management of Financing Platform of Local Government（國務院關於加強地方政府融資平臺公司管理

有關問題的通知）(‘‘Circular 19’’) and Notice of NDRC on Further Regulating Issuance of Bonds by
Financing Platform of Local Government（國家發展改革委辦公廳關於進一步規範地方政府投融資平臺

公司發行債券行為有關問題的通知）(‘‘Circular 2881’’) were separately promulgated in June 2010 and
November 2010. In accordance with Circular 19, all levels of local governments shall clear up the debts
of their respective financing platform. In accordance with Circular 2881, indebtedness of local
governments will impact a financing platform’s issuance of enterprise bonds.

On 21 September 2014, Opinions of the State Council on Strengthening the Administration of Local
Government Debts（國務院關於加強地方政府性債務管理的意見）(‘‘Circular 43’’) was promulgated by
the State Council. Circular 43 aims at regulating the financing system of local government and three
channels are presented. In accordance with Circular 43, financing platforms shall no longer serve the
fiscal financing functions nor incur new government debts. Public interest projects may be funded by the
government through issuing government bonds, since the new Budget Law of the PRC（中華人民共和國

預算法）(the ‘‘New Budget Law’’), which took effect on 1 January 1995 and amended on 31 August
2014 and 29 December 2018, empowers local governments to issue government bonds, and public
interest projects with income generated, such as city infrastructure construction, may be operated
independently by social investors or jointly by the government and social investors through the
establishment of special purpose companies. Social investors or such special purpose companies shall
invest in accordance with market-oriented principles and may be funded by, among other market-
oriented approaches, bank loans, enterprise bonds, project revenue bonds and asset-backed securitisation.
Social investors or the special purpose companies shall bear the obligation to pay off such debts and the
government shall not be liable for any of the social investors’ or special purpose companies’ debts.
Circular 43 also sets forth the general principles of dealing with existing debts of financing platforms.
Based on the auditing results of such debts run by the local governments, the existing debts that should
be repaid by the local governments shall be identified, reported to State Council for approval, and then
included in the budget plan of local governments.

On 11 May 2015, Opinion on the Proper Solution of the Follow-up Financing Issues for Projects under
Construction of Financing Platform of Local Governments issued jointly by MOF, the PBOC and the
CBRC（財政部人民銀行銀監會關於妥善解決地方政府融資平臺公司在建項目後續融資問題意

見）(‘‘Circular 40’’) was promulgated by the General Office of the State Council of the PRC. In
accordance with Circular 40, local governments at all levels and banking financial institutions shall
properly deal with follow-up financing issues for projects under construction of financing platform
companies. Projects under construction refer to projects that have started construction upon the
completion of examination, approval or filing procedures in accordance with relevant regulations by
competent investment authorities before the date when the Circular 43 was promulgated.

Pursuant to the Circular on Relevant Issues Concerning Strengthening the Management of Financing
Platform Companies of Local Governments issued（國務院關於加強地方政府融資平臺公司管理有關問

題的通知）by the State Council on 10 June 2010, where it is necessary for local governments to
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establish financing platform companies, they shall handle the matter strictly in accordance with relevant
laws and regulations, and inject capital fund in full and may not inject public welfare assets such as
schools, hospitals and parks into financing platform companies as capital.

On 26 April 2017, MOF, the DARC, the MOJ, the PBOC, the CBRC(has been revoked) and the CSRC
jointly issued the Notice on Further Regulating Local Government’s Debt Financing Behavior issued
jointly（財政部、發展改革委、司法部、人民銀行、銀監會、證監會關於進一步規範地方政府舉債融

資行為的通知）(‘‘Circular 2’’). In accordance with Circular 2, the local government shall not inject
public welfare assets or reserve land into the financing platform company, and shall not promise that
using the expected transfer income of reserve land as the source of debt financing funds of the financing
platform company, and shall not use government resources to interfere with the normal operation of
financial institutions.

Pursuant to the Notice of on Improving the Market Restraint Mechanism and Strictly Preventing Foreign
Debt Risks and Local Debt Risks（關於完善市場約束機制嚴格防範外債風險和地方債務風險的通知）
issued by the NDRC and the MOF on 11 May 2018, enterprises intend to issue medium and long-term
foreign debt should establish a sound and standardized corporate governance structure, management
decision-making mechanism and financial management system. The assets owned by the declared
enterprise shall be of good quality and clear ownership and public schools, public hospitals, public
cultural facilities, parks, public squares, office buildings of government offices and public institutions,
municipal roads, non-toll bridges, non-operating water conservancy facilities, non-toll pipeline network
facilities and other public welfare assets and the right to use the reserve land shall be strictly prohibited
from being included in the assets of the enterprises.

PRC LAWS AND REGULATIONS RELATING TO INFRASTRUCTURE PROJECTS

According to the Bidding and Tendering Law of the People’s Republic of China（中華人民共和國招標

投標法）promulgated on 30 August 1999 and amended on 27 December 2017, projects such as large-
scale infrastructure and public utilities involving social and public interests and public security to be
conducted in the territory of the People’s Republic of China, including surveying and prospecting,
design, engineering and supervision of such projects as well as the procurement of major equipment and
materials related to the construction thereof, must be subject to bidding. On 27 March 2018, the State
Council promulgated Regulations on Engineering Projects that Must be Bidded（必須招標的工程項目規

定）to clarify the scope of infrastructure projects involving social public interests and public safety for
tendering, which covers communication and transportation projects of railways, roads, pipelines, water
transport, aviation, other communication and transportation industries, etc.

Standing Committee of the National People’s Congress promulgated the Highway Law of the People’s
Republic of China（中華人民共和國公路法）(the ‘‘Highway Law’’) on 3 July 1997 and revised the
Highway Law on 31 October 1999, 28 August 2004, 27 August 2009, 7 November 2016 and on 4
November 2017 to strengthen the construction and management and stimulate the development of
highways so as to make their development to adapt to the need of socialist modernization and people’s
daily living. The Highway Law requires that the development of highways in the country shall follow
the principles of overall planning, rational distribution, good quality and clearance of obstructions,
protecting the environment and giving equal stress to construction, renovation and maintenance. The
people’s governments at all levels shall adopt effective measures to support and stimulate the
construction of highways. Construction of highways shall be incorporated into the national economic
and social development plans. Article 4 in the Highway Law points out that the State encourages and
guides domestic and foreign economic organizations to invest in the construction and operation of
highways according to law. According to the Highway Law, highway construction should be undertaken
in accordance with procedures for infrastructural construction as provided for by the State and related
regulations.
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On 30 January 2000, State Council promulgated Administrative Regulations on the Quality Management
of Construction Engineering（建設工程質量管理條例）which was amended by the Decision of the State
Council on Amending Certain Administrative Regulations（國務院關於修改部分行政法規的決定（2017
年10月））promulgated on 7 October 2017 and the Decision of the State Council on Amending Certain
Administrative Regulations（國務院關於修改部分行政法規的決定（2019年4月））promulgated on 23
April 2019. According to this regulation, the construction administrative department of the State
Council shall supervise and administer the quality of construction engineering throughout the country in
a centralised manner. The departments of railways, communications and water resources as well as other
relevant departments of the State Council shall, according to their respective duties and functions as
specified by the State Council, be responsible for supervising and administering the quality of the
relevant special construction engineering of the whole country. The construction administrative
departments of local people’s governments at the county level or above shall, supervise and administer
the quality of the construction engineering within their respective administrative area. The departments
of communications and water resources as well as other relevant departments of local people’s
governments at the county level or above shall, within their respective duties and functions, be
responsible for supervising and administering the quality of the special construction engineering within
their respective administrative area.

According to Supervisory and Administrative Measures for Highway Construction（公路建設監督管理

辦法）, which promulgated on 8 June 2006, highway construction shall be carried out in accordance with
construction procedures as required by the State as well as other relevant provisions. An examination
and approval system shall be adopted for government-invested highway construction projects and an
approval system for enterprise-invested highway construction projects. A competent transport department
of a people’s government above the county level shall examine and approve or approve highway
construction projects in accordance with its duties and shall not exceed its power to examine and
approve or approve projects, or simplify construction procedures in the absence of due authorization.
Access management shall, in accordance with the law, be practiced in the highway construction market.
The project construction management department of a legal person in charge of a highway construction
project or its entrusted enterprise or institution for managing the project construction and the technical
and managerial competence of its key responsible persons shall meet the demands in management of the
project proposed to be constructed and shall comply with the relevant requirements by the Ministry of
Communications. In the absence of appropriate qualification licensed by relevant departments, no
enterprise engaging in the survey, design, construction, supervision, testing or other work of highway
projects shall enter the highway construction market. The highway construction market shall be open.
All enterprise or institution or person shall refrain from local protectionism in the highway construction
market and restriction of the access to the highway construction market by any enterprise or institution
or person meeting the market access conditions.

The Administrative Measures for the Highway Construction Market（公路建設市場管理辦法）(the
‘‘Highway Measure’’) promulgated on 21 December 2004 and last amended on 26 June 2015 by the
Ministry of Communication and Transportation regulates the market order of highway construction,
ensuring the quality of highway projects, and promoting the healthy development of the highway
construction market. According to the Highway Measure, the principle of fairness, justice, openness, and
good faith shall be upheld in the highway construction market. The administration of highway
construction market shall be based on uniform administration with each level of the administrative
authorities assuming their respective responsibilities. A legal person responsibility system shall be
practiced in highway construction projects. A project legal person may manage a highway construction
project by itself or entrust a project construction management entity with legal person status to effect the
project management. The technical and management ability of any project legal person or the
organization, major person-in-charge of the project construction management entity under its entrustment
shall meet the requirements of management of the project to be constructed, and comply with the
requirements of relevant provisions of the competent department of communications of the State
Council. No highway project survey, design, construction, supervision, experiment and testing entity or
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any other practicing entity may enter into the highway construction market until it has obtained the
corresponding qualifications as are issued by relevant administrative departments in accordance with the
provisions of laws and regulations.

Measures for the Completion Inspection and Acceptance of Highway Construction（公路工程竣（交）工
驗收辦法）promulgated on 31 March 2004 and Implementing Rules for Measures for the Completion
Inspection and Acceptance of Highway Construction（公路工程竣（交）工驗收辦法實施細則）
promulgated on 30 April 2010 further standardize and improve the completion inspection and
acceptance of Highway Construction. Aforementioned two documents specify the criteria, procedure,
standards for evaluation of the completion inspection and acceptance.

PRC LAWS AND REGULATIONS RELATING TO REAL PROPERTY RIGHTS

Pursuant to Real Rights Law of the PRC（中華人民共和國物權法）, which was promulgated on 16
March 2007 and with effect from 1 October 2007, the real rights of the State, collectives, individuals or
any other rights holder shall be protected by law, and no entity or individual may infringe upon these
rights. The categories of real rights and their contents shall be prescribed by law. The creation,
alteration, transfer or termination of a real right of an immovable shall be subject to registration in
accordance with the law. The creation or transfer of a real right of a movable shall be delivered in
accordance with the law.

In accordance with Law of the People’s Republic of China on the Administration of Urban Real Estate
（中華人民共和國城市房地產管理法）, which was promulgated on 5 July 1994 and last amended on 27
August 2009, when real estate is assigned or changed, an application for registration of change in real
estate shall be submitted to the real estate administration department of the local people’s government
above the county level, and an application for registration of change in land use rights shall be
submitted to the land administration department of the local people’s government at the same level on
the strength of the building ownership certificates after change. When real estate is mortgaged, mortgage
registration shall be handled with the departments authorised by the local people’s government above the
county level.

The Land Administration Law of the People’s Republic of China（中華人民共和國土地管理法）which
was promulgated on 25 June 1986 and was last amended on 28 August 2004 forbidden any units and
individuals to leave cultivated land unused or let it lie waste. Pursuant to Measures for the Disposal of
Idle Land（閑置土地處置辦法）which was promulgated on 28 April 1999 and amended on 1 June 2012
and with effect from 1 July 2012, where the delay in the commencement of the construction and
development of a plot of State- owned land for construction use is caused by acts of any government or
government department, department of land and resources at the municipal or county level shall dispose
of the land in several ways, including but not limited to providing another plot of land in exchange for
the land, through consultation with the holder of the land use right.

ENVIRONMENTAL PROTECTION LAWS

The Environmental Protection Law of the PRC（中華人民共和國環境保護法）, promulgated on 26
December 1989 and amended on 24 April 2014 and become effective on 1 January 2015, requires any
entity operating a facility that produces pollutants or other hazards to incorporate environmental
protection measures into its operations and to establish an environmental protection responsibility
system with effective measures to control and properly dispose of waste gases, waste water, waste
residue, dust or other waste materials.

The Administrative Regulations on Environmental Protection for Construction Projects（建設項目環境保

護管理條例）promulgated on 29 November 1998 and amended on 16 July 2017, implements an
environmental impact assessment system for construction projects. Before commencing any construction
which may have an impact on the environment, an environmental impact assessment report, an
environmental impact assessment form or an environmental impact assessment registration form needs to
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be submitted to the relevant environmental protection authorities. If a significant change to an approved
construction project takes place, an environmental impact assessment report, an environmental impact
assessment form or an environmental impact assessment registration form shall be re-submitted for
approval. The environmental protection facilities must be designed, constructed and put into use or
operation simultaneously with the main part of a construction project. After completion of such
construction project, an acceptance inspection needs to be completed by the environmental protection
authorities. The Regulations on Administration concerning the Environmental Protection Acceptance
Inspection on Construction Projects（建設項目竣工環境保護驗收管理辦法）promulgated on 27
December 2001 and was amended on 22 December 2010, set forth the specific procedures and
requirements for environmental protection acceptance inspection. If a construction project does not
conform to the specified procedures or requirements, the operator is not permitted to put it into
operation or use.

Pursuant to the Law on Prevention and Control of Noise Pollution of the PRC（中華人民共和國環境雜

訊污染防治法）, the Law on Prevention of Water Pollution of the PRC（中華人民共和國水污染防治

法）, the Law on Prevention of Air Pollution of the PRC（中華人民共和國大氣污染防治法）, the
Implementing Regulations for the Law of the People’s Republic of China on Environmental Protection
Tax（中華人民共和國環境保護稅法實施條例）, which was promulgated on 25 December 2017; and took
effect on 1 January 2018 and other laws on pollutant discharge, an entity discharging pollutant must
regularly submit a declaration statement detailing the type, volume and concentration of the pollutant to
be discharged to the relevant environmental protection government authorities. An entity shall also
submit such a declaration statement for a new construction, expansion or reconstruction of a
construction project before pilot production.

If a significant change occurs to an approved construction project, an environmental impact assessment
report, an environmental impact assessment form or an environmental impact assessment registration
form shall be re-submitted for approval. The environmental protection facilities must be designed,
constructed and put into use or operation simultaneously with the main part of a construction project.
The Law on Prevention of Environmental Pollution Caused by Solid Waste of the PRC（中華人民共和

國固體廢物污染環境防治法）applies a system of report and registration to industrial solid waste.
Entities and individuals collecting, storing, transporting, utilising or disposing of solid waste must take
precautions against the spread, loss and leakage of such solid waste or adopt such other measures for
preventing such solid waste from polluting the environment.

The administrative penalties for breach of the environmental protection laws of the PRC include
warnings, fines and suspension of production or operation, depending on the degree of damage. For
instance, any entity which fails to submit an environmental impact assessment report, an environmental
impact assessment form or an environmental impact assessment registration form as required by law may
be ordered to suspend its production or operation and be subject to a fine. In addition, the entity or the
person responsible for the pollutants may be subject to criminal liability for serious breaches of the
environmental protection laws resulting in significant damage to private or public property or personal
death or injury.

Work Safety Management Laws

Major laws and regulations on work safety during the project contracting process include Work Safety
Law of the People’s Republic of China（中華人民共和國安全生產法）promulgated by the Standing
Committee of the National People’s Congress of the PRC on 29 June 2002 which became effective on 1
November 2002, and amended on 31 August 2014 which amendment became effective on 1 December
2014, Regulation on Work Safety Management of Construction Projects（建設工程安全生產管理條例）
promulgated by State Council on 24 November 2003 which became effective on 1 February 2004,
Regulation on Work Safety Licenses（安全生產許可證條例）by State Council on 13 January 2004 and
became effective on the same date, and amended on 29 July 2014 which amendment became effective
on the same date. Interim Regulation of Penalty and Fine on Regulation on Work Safety Accident
Report and Investigation（《生產安全事故報告和調查處理條例》罰款處罰暫行規定）promulgated by

98



State Council on 12 July 2007 which became effective on the same date, and amended on 2 April 2015
which amendment became effective on 1 May 2015, and Administrative Provisions on Work Safety
Licenses of Construction Enterprises（建築施工企業安全生產許可證管理規定）issued by the Ministry
of Construction (‘‘MOC’’) on 5 July 2004 and became effective on the same date and amended on 22
January 2015.

In accordance with the Work Safety Law of the People’s Republic of China, Regulation on Work Safety
Licenses and other related regulations, the state implements the work safety license system to
construction enterprises. Any enterprise failing to obtain the work safety license shall not carry out
production activity. In accordance with the Regulation on Work Safety Management of Construction
Projects, all the building, surveying, designing, construction and supervision units shall be responsible
for the work safety of construction projects. For general contracting projects, the general contractor shall
assume full responsibility for the work safety of the construction site, and the subcontractor shall be
jointly liable for the work safety of the subcontracted portions of work.

Labour Laws

Employment Contracts

The Labour Contract Law（勞動合同法）, promulgated by the Standing Committee of the National
People’s Congress on 29 June 2007, which became effective on 1 January 2008 and was amended on 28
December 2012 and became effective on 1 July 2013, governs the relationship between employers and
employees and provides for specific provisions in relation to the terms and conditions of an employee
contract. The Labour Contract Law stipulates that employee contracts shall be in writing and signed. It
imposes more stringent requirements on employers in relation to entering into fixed-term employment
contracts, hiring of temporary employees and dismissal of employees. Pursuant to the Labour Contract
Law, employment contracts lawfully concluded prior to the implementation of the Labour Contract Law
and continuing as at the date of its implementation shall continue to be performed. Where an
employment relationship was established prior to the implementation of the Labour Contract Law, but
no written employment contract was concluded, a contract shall be concluded within one month after its
implementation.

Employee Funds

Under applicable PRC laws, regulations and rules, including the Social Insurance Law（社會保險法）,
promulgated by the Standing Committee of the National People’s Congress on 28 October 2010, which
became effective on 1 July 2011 and was amended on 29 December 2018 and became effective on the
same day, the Interim Regulations on the Collection and Payment of Social Insurance Premiums（社會保

險費徵繳暫行條例）, promulgated by the State Council on 22 January 1999, which became effective on
22 January 1999and was amended on 24 March 2019 and Administrative Regulations on the Housing
Provident Fund（住房公積金管理條例）, promulgated by the State Council on 3 April 1999, which
became effective on 3 April 1999 and as amended on 24 March 2002 and amended on 24 March 2019,
employers are required to contribute, on behalf of their employees, to a number of social security funds,
including funds for basic pension insurance, unemployment insurance, basic medical insurance,
occupational injury insurance, maternity leave insurance, and to housing provident funds. These
payments are made to local administrative authorities and any employer who fails to contribute may be
fined and ordered to pay the outstanding amount within a stipulated time period.
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PRC CURRENCY CONTROLS

The following is a general description of certain currency controls in the PRC and is based on the law
and relevant interpretations thereof in effect as at the date of this Offering Circular, all of which are
subject to change, and does not constitute legal advice. It does not purport to be a complete analysis of
all applicable currency controls in the PRC relating to the Bonds. Prospective holders of Bonds who
are in any doubt as to PRC currency controls are advised to consult their own professional advisors.

Renminbi is not a freely convertible currency. The remittance of Renminbi into and out of the PRC is
subject to control imposed under PRC law.

CURRENT ACCOUNT ITEMS

Under the applicable PRC foreign exchange control regulations, current account item payments include
payments for imports and exports of goods and services, payments of income and current transfers into
and out of the PRC.

Prior to July 2009, all current account items were required to be settled in foreign currencies. Since July
2009, the PRC has commenced a pilot scheme pursuant to which Renminbi may be used for settlement
of imports and exports of goods between approved pilot enterprises in five designated cities in the PRC
including Shanghai, Guangzhou, Dongguan, Shenzhen and Zhuhai and enterprises in designated offshore
jurisdictions including Hong Kong and Macau. In June 2010, July 2011 and February 2012 respectively,
the PRC government promulgated the Circular on Relevant Issues Concerning the Expansion of the
Scope of the Pilot Programme of Renminbi Settlement of Cross-Border Trades（關於擴大跨境貿易人民

幣結算試點有關問題的通知）, the Circular on Expanding the Regions of Cross-border Trade Renminbi
Settlement（關於擴大跨境貿易人民幣結算地區的通知）and the Circular on the Relevant Issues
Pertaining to the Administration of Enterprises Engaged in Renminbi Settlement of Export Trade in
Goods（關於出口貨物貿易人民幣結算企業管理有關問題的通知）( t oge the r , t he ‘‘Renminbi
Circulars’’). Pursuant to these Renminbi Circulars, (i) Renminbi settlement of imports and exports of
goods and of services and other current account items became permissible, (ii) the list of designated
pilot districts were expanded to cover all provinces and cities in the PRC, (iii) the restriction on
designated offshore districts has been lifted and (iv) any enterprise qualified for the export and import
business is permitted to use Renminbi as settlement currency for exports of goods without obtaining
approval as previously required, provided that the relevant provincial government has submitted to
PBOC and five other PRC authorities (the ‘‘Six Authorities’’) a list of enterprises subject to key
supervision and the Six Authorities have verified and signed off such list (the ‘‘Supervision List’’).
Accordingly, offshore enterprises are entitled to use Renminbi to settle imports of goods and services
and other current account items between them. Renminbi remittance for exports of goods from the PRC
may only be effected by (a) enterprises with the foreign trading right and incorporated in a province
which has already submitted the Supervision List (for the avoidance of doubt, that PRC enterprise
included in the Supervision List is not prohibited to engage in Renminbi settlement, provided that they
are subject to heavier supervision) or (b) enterprises that have been approved as a pilot enterprise for
using Renminbi for exports if the relevant province has not submitted the Supervision List.

On 5 July 2013, PBOC issued the Notice of the People’s Bank of China on the Simplifying the Process
of Cross-border Renminbi Services and the Improving Relevant Policies（中國人民銀行關於簡化跨境人

民幣業務流程和完善有關政策的通知）(the ‘‘PBOC 2013 Notice’’), pursuant to which on the basis of
three principles of ‘‘know your customer’’, ‘‘know your business’’, and ‘‘due diligence’’, domestic banks
can directly handle the cross-border settlement under current account items by virtual of business
vouchers provided by enterprises (except for enterprises on the key regulatory list of regulating
Renminbi cross-border settlement in export goods trade) or Receipt/Payment Instructions on Renminbi
Cross-border Settlement.
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As new regulations, the Renminbi Circulars will be subject to interpretation and application by the
relevant PRC authorities. Local authorities may adopt different practices in applying the Renminbi
Circulars and impose conditions for settlement of current account items.

CAPITAL ACCOUNT ITEMS

Under the applicable PRC foreign exchange control regulations, capital account items include cross-
border transfers of capital, direct investments, securities investments, derivative products and loans.
Capital account payments are generally subject to approval of the relevant PRC authorities.

On 7 April 2011, the SAFE issued the Notice on Relevant Issues regarding Streamlining the Business
Operation of Cross-border RMB Capital Account Items（國家外匯管理局綜合司關於規範跨境人民幣資

本項目業務操作有關問題的通知）, which clarifies that the borrowing by an onshore entity (including a
financial institution) of Renminbi loans from an offshore creditor shall in principle follow the current
regulations on borrowing foreign debts and the provision by an onshore entity (including a financial
institution) of external guarantees in Renminbi shall in principle follow the current regulations on the
provision of external guarantees in foreign currencies.

On 13 October 2011, the PBOC issued the PBOC RMB FDI Measures（外商直接投資人民幣結算業務

管理辦法）which set out operating procedures for PRC banks to handle RMB settlement relating to
RMB FDI and borrowing by foreign invested enterprises of offshore RMB loans. On 14 June 2012,
PBOC further issued the implementing rules for the PBOC RMB FDI Measures（中國人民銀行關於明確

外商直接投資人民幣結算業務操作細則的通知）. Prior to the PBOC RMB FDI Measures, cross-border
RMB settlement for RMB FDI has required approvals on a case-by-case basis from the PBOC. The new
rules replace the PBOC approval requirement with less onerous post-event registration and filing
requirements. Foreign invested enterprises, whether established or acquired by foreign investors, shall
complete the corporate information registration after the completion of relevant RMB FDI transactions,
and shall make post-event registration or filing with the PBOC of increases or decreases in registered
capital, equity transfers or swaps, merger or acquisition or other changes to registered information.

Pursuant to the Administrative Measures for Foreign Debt Registration and its operating guidelines（外

債登記管理辦法及操作指引）, which came into effect on 13 May 2013, issuers of foreign debts are
required to register with the SAFE. Issuers other than banks and financial departments of the
government shall go through registration or record-filing procedures with the local branch of the SAFE
within 15 business days of entering into a foreign debt agreement. If the receipt and payment of funds
related to the foreign debt of such issuer is not handled through a domestic bank, the issuer shall, in the
event of any change in the amount of money withdrawn, principal and interest payable or outstanding
debt, go through relevant record-filing procedures with the local branch of the SAFE.

On 3 December 2013, MOFCOM promulgated the Announcement on Issues Concerning Cross-border
RMB Direct Investment（關於跨境人民幣直接投資有關問題的公告）. ‘‘Cross-border RMB direct
investment’’ in the Announcement shall refer to the direct investment activities carried out by foreign
investors (including investors from Hong Kong, Macao and Taiwan Region, also below) in China with
RMB legally obtained overseas in accordance with the law including establishment of new enterprises,
capital increase, participation or merger of domestic enterprises.

Foreign investors shall go through relevant formalities to the cross-border RMB direct investment in
accordance with the current laws, administrative regulations, rules and relevant policies of the State on
foreign investment. The cross-border RMB direct investment and the reinvestment of the invested
foreign-funded enterprises shall conform to the requirements of laws, regulations and relevant provisions
on foreign investment and abide by relevant provisions of the industrial policy, safety review of foreign
capital merger and acquisition and anti-monopoly review on foreign investment of the State. The
foreign-funded enterprises shall not use any fund of cross-border RMB direct investment to make any
direct or indirect investment in securities, financial derivatives (excluding the strategic investment in
listed companies) or entrusted loans within China.
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On 12 May 2014, SAFE promulgated Provisions on Foreign Exchange Administration of Cross-border
Guarantee（跨境擔保外匯管理規定）(‘‘Circular 29’’) and its implementing rules, which came into effect
on 1 June 2014. According to Circular 29, overseas lending secured by domestic guarantee (usually
known as ‘‘Neibaowaidai’’) refers to the form of cross-border guarantee whereby the place of
registration of the guarantor is within the PRC, while the places of registration of both the debtor and
the creditor are outside the PRC; domestic lending secured by overseas guarantee (usually known as
‘‘Waibaoneidai’’) refers to the form of cross-border guarantee whereby the place of registration of the
guarantor is outside the PRC, while the places of registration of both the debtor and the creditor are
within the PRC; and ‘‘other forms of cross-border guarantee’’ refers to the forms of cross-border
guarantee other than Neibaowaidai and Waibaoneidai. Neibaowaidai and Waibaoneidai shall be
registered with SAFE under Circular 29, which registration is not a prerequisite of the effectiveness of
cross-border guarantee; other forms of cross-border guarantee are not subject to SAFE registration.

On 14 September 2015, the NDRC promulgated the Notice on Promoting the Reform of the Filing and
Registration System for Issuance of Foreign Debt by Enterprises (Fa Gai Wai Zi [2015] No. 2044) (the
NDRC Notice)（國家發展改革委關於推進企業發行外債備案登記制管理改革的通知）, which came into
effect on the same day. According to the NDRC Notice, if a PRC enterprise or an offshore enterprise
controlled by a PRC enterprise intends to issue bonds outside the boundary of the PRC with a maturity
of more than one year, such enterprise must, prior to the issue of such bonds, file certain prescribed
documents with the NDRC and procure a registration filing certificate from the NDRC in respect of such
issuance (the Pre-Issuance Registration Filing Certificate).

The NDRC Circular relates to the matters as listed below:

• remove the quota review and approval system for the issuance of foreign debts by enterprises,
reform and innovate the ways that foreign debts are managed, and implement the administration of
record-filing and the registration system. Realise the supervision and administration of the size of
foreign debts borrowed on a macro level with the record-filing, registration, and information
reporting of the issuance of foreign debts by enterprises;

• before the issuance of foreign debts, enterprises shall first apply to the NDRC for the handling of
the record-filing and registration procedures and shall report the information on the issuance to
NDRC within 10 working days of completion of each issuance;

• record-filing and registration materials to be submitted by an enterprise for the issuance of foreign
debts shall include: application report for the issuance of foreign debts and issuance plan,
including the currency, size, interest rate, and maturity of foreign debts, the purpose of the funds
raised and back flow of funds, etc. The applicant shall be responsible for the authenticity, legality
and completeness of the application materials and information;

• the NDRC shall decide whether to accept the application for record-filing and registration within
five working days of receiving it and shall issue a Certificate for Record-filing and Registration of
the Issuance of Foreign Debts by Enterprises within seven working days of accepting the
application and within the limit of the total size of foreign debts;

• the issuer of foreign debts shall handle the procedures related to the outflow and inflow of foreign
debt funds with the Certificate for Record-filing and Registration according to the regulations.
When the limit of the total size of foreign debts is exceeded, the NDRC shall make a public
announcement and no longer accept applications for record-filing and registration; and

• if there is a major difference between the actual situation of the foreign debts issued by the
enterprises and the situation indicated in the record-filing and registration, an explanation shall be
given when reporting relevant information. The NDRC shall enter the poor credit record of an
enterprise which maliciously and falsely reports the size of its foreign debts for record-filing and
registration into the national credit information platform.
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TAXATION

The following summary of certain tax consequences of the purchase, ownership and disposition of the
Bonds is based upon applicable laws, regulations, rulings and decisions in effect as at the date of this
Offering Circular, all of which are subject to change (possibly with retroactive effect). This discussion
does not purport to be a comprehensive description of all the tax considerations that may be relevant to
a decision to purchase, own or dispose of the Bonds and does not purport to deal with consequences
applicable to all categories of investors, some of which may be subject to special rules. Neither these
statements nor any other statements in this Offering Circular are to be regarded as advice on the tax
position of any Bondholder or any persons acquiring, selling or otherwise dealing in the Bonds or on
any tax implications arising from the acquisition, sale or other dealings in respect of the Bonds.
Persons considering the purchase of the Bonds should consult their own tax advisors concerning the
possible tax consequences of buying, holding or selling any Bonds under the laws of their country of
citizenship, residence or domicile.

PRC

The following summary describes the principal PRC tax consequences of ownership of the Bonds by
beneficial owners who, or which, are not residents of China for PRC tax purposes. These beneficial
owners are referred to as non-PRC Bondholders in this ‘‘Taxation – PRC’’ section. In considering
whether to invest in the Bonds, investors should consult their individual tax advisors with regard to the
application of PRC tax laws to their particular situations as well as any tax consequences arising under
the laws of any other tax jurisdiction. Reference is made to PRC taxes from the taxable year beginning
on or after 1 January 2008.

Pursuant to the EIT Law, the IIT Law and the implementation regulations in relation to both the EIT
Law and the IIT Law, PRC income tax at a rate of 10 per cent. or 20 per cent. is normally applicable to
PRC-source income derived by non-resident enterprises or individuals, respectively, subject to
adjustment by applicable treaty. As the Issuer is a PRC resident enterprise for tax purposes, interest
paid to non-resident Bondholders may be regarded as PRC-sourced, and therefore be subject to PRC
income tax at a rate of 10 per cent. for non-resident enterprise Bondholders and at a rate of 20 per cent.
for non-resident individual Bondholders (or a lower treaty rate, if any).

Such income tax shall be withheld by the Issuer that is acting as the obligatory withholder and such
PRC enterprise shall withhold the tax amount from each payment or payment due. To the extent that the
PRC has entered into arrangements relating to the avoidance of double taxation with any jurisdiction,
such as Hong Kong, that allow a lower rate of withholding tax, such lower rate may apply to qualified
non-PRC resident enterprise Bondholders. Under the EIT Law and its implementation rules, any gains
realised on the transfer of the Bonds by holders who are deemed under the EIT Law as non-resident
enterprises may be subject to PRC enterprise income tax if such gains are regarded as income derived
from sources within the PRC. Under the EIT Law, a ‘‘non-resident enterprise’’ means an enterprise
established under the laws of a jurisdiction other than the PRC and whose actual administrative
organisation is not in the PRC, which has established offices or premises in the PRC, or which has not
established any offices or premises in the PRC but has obtained income derived from sources within the
PRC. There remains uncertainty as to whether the gains realised on the transfer of the Bonds by
enterprise holders would be treated as incomes derived from sources within the PRC and be subject to
PRC enterprise income tax. In addition, under the IIT Law, any individual who has no domicile and
does not live within the territory of the PRC or who has no domicile but has lived within the territory of
China for less than 183 days cumulatively within a tax year shall pay individual income tax for any
income obtained within the PRC. There is uncertainty as to whether gains realised on the transfer of the
Bonds by individual holders who are not PRC citizens or residents will be subject to PRC individual
income tax. If such gains are subject to PRC income tax, the 10 per cent. enterprise income tax rate and
20 per cent. individual income tax rate will apply respectively unless there is an applicable tax treaty or
arrangement that reduces or exempts such income tax. The taxable income will be the balance of the
total income obtained from the transfer of the Bonds minus all costs and expenses that are permitted
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under PRC tax laws to be deducted from the income. According to the Arrangement, Bondholders who
are Hong Kong residents, including both enterprise holders and individual holders, will be exempted
from PRC income tax on capital gains derived from a sale or exchange of the Bonds if such capital
gains are not connected with an office or establishment that the Bondholders have in the PRC and all
the other relevant conditions are satisfied.

On 23 March 2016, the Ministry of Finance and the State Administration of Taxation issued Circular 36
which introduced a new VAT from 1 May 2016. Under Circular 36, VAT is applicable where the
entities or individuals provide services within the PRC. The income generated from the provision of
taxable sale of services by entities and individuals, such as financial services, shall be subject to PRC
VAT if the seller or buyer of the services is within PRC. In the event that foreign entities or individuals
do not have a business establishment in the PRC, the purchaser of services shall act as the withholding
agent. According to the Explanatory Notes to Sale of Services, Intangible Assets and Real Property
attached to Circular 36, financial services refer to the business activities of financial and insurance
operation, including loan processing services, financial services of direct charges, insurance services and
the transfer of financial instruments, and the VAT rate is 6 per cent. Accordingly, the interest and other
interest like earnings received by a non-PRC resident Bondholder from the Issuer will be subject to PRC
VAT at the rate of 6 per cent. The Issuer will be obligated to withhold VAT of 6 per cent and certain
surcharges on VAT for payments of interest and certain other amounts on the Bonds paid by the Issuer
to Bondholders that are non-resident enterprises or individuals. And as the withholding agent, the Issuer
shall calculate the withholding tax according to the following formula: withholding tax = price paid by
the purchaser ÷ (1 + tax rate) × tax rate. Pursuant to Interim Regulation of the PRC on Urban
Maintenance and Construction Tax（中華人民共和國城市維護建設稅暫行條例（2011修訂））, Interim
Provisions on the Collection of Educational Surcharges（徵收教育費附加的暫行規定（2011修訂））,
Notice of the Ministry of Finance on the Relevant Matters regarding Unifying the Policies on Local
Education Surcharges（財政部關於統一地方教育附加政策有關問題的通知）, a (city maintenance and
construction tax (7 per cent.), an educational surcharge (3 per cent.) and a local educational surcharge (2
per cent.) will be applicable when entities and individuals are obliged to pay VAT (for an aggregate of
12 per cent. on any VAT payable)). However, there is uncertainty as to whether gains derived from a
sale or exchange of Bonds consummated outside of the PRC between non-PRC resident Bondholders
will be subject to PRC VAT. VAT is unlikely to be applicable to any transfer of Bonds between entities
or individuals located outside of the PRC and therefore unlikely to be applicable to gains realised upon
such transfers of Bonds, but there is uncertainty as to the applicability of VAT if either the seller or
buyer of Bonds is located inside the PRC. Circular 36 together with other laws and regulations
pertaining to VAT are relatively new, the interpretation and enforcement of such laws and regulations
involve uncertainties.

However, despite the withholding of the PRC tax by the Issuer, the Issuer has agreed to pay additional
amounts to holders of the Bonds so that holders of the Bonds would receive the full amount of the
scheduled payment, as further set out in ‘‘Terms and Conditions’’.

No PRC stamp duty will be imposed on non-PRC Bondholders either upon issuance of the Bonds or
upon a subsequent transfer of Bonds to the extent that the register of Bondholders is maintained outside
the PRC and the issuance and the sale of the Bonds is made outside of the PRC.

HONG KONG

Withholding tax

No withholding tax is payable in Hong Kong in respect of payments of principal, premium (if any) or
interest on the Bonds or in respect of any capital gains arising from the sale of the Bonds.

104



Profits tax

Hong Kong profits tax is chargeable on every person carrying on a trade, profession or business in Hong
Kong in respect of profits arising in or derived from Hong Kong from such trade, profession or business
(excluding profits arising from the sale of capital assets).

Interest on the Bonds may be deemed to be profits arising in or derived from Hong Kong from a trade,
profession or business carried on in Hong Kong in the following circumstances:

(a) interest on the Bonds is derived from Hong Kong and is received by or accrues to a corporation
carrying on a trade, profession or business in Hong Kong; or

(b) interest on the Bonds is derived from Hong Kong and is received by or accrues to a person other
than a corporation, carrying on a trade, profession or business in Hong Kong and is in respect of
the funds of that trade, profession or business.

(c) interest on the Bonds is received by or accrues to a financial institution (as defined in the Inland
Revenue Ordinance (Cap. 112) of Hong Kong (the ‘‘IRO’’)) and arises through or from the
carrying on by the financial institution of its business in Hong Kong; or

(d) interest on the Bonds is received by or accrues to a corporation, other than a financial institution,
and arises through or from the carrying on in Hong Kong by the corporation of its intra-group
financing business (within the meaning of section 16(3) of the IRO).

Sums derived from the sale, disposal or redemption of the Bonds will be subject to Hong Kong profits
tax where received by or accrued to a person, other than a corporation, who carries on a trade,
profession or business in Hong Kong and the sum has a Hong Kong source unless otherwise exempted.
The source of such sums will generally be determined by having regard to the manner in which the
Bonds are acquired and disposed of.

Sums received by or accrued to a financial institution by way of gains or profits arising through or from
the carrying on by the financial institution of its business in Hong Kong from the sale, disposal and
redemption of the Bonds will be subject to Hong Kong profits tax. Sums received by or accrued to a
corporation, other than a financial institution, by way of gains or profits arising through or from the
carrying on in Hong Kong by the corporation of its intra-group financing business (within the meaning
of section 16(3) of the IRO) from the sale, disposal or other redemption of Bonds will be subject to
Hong Kong profits tax.

Stamp duty

No Hong Kong stamp duty will be chargeable upon the issue or transfer of a Bond.

FATCA

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA,
a ‘‘foreign financial institution’’ may be required to withhold on certain payments it makes (‘‘foreign
passthru payments’’) to persons that fail to meet certain certification, reporting, or related
requirements. The issuer may be a foreign financial institution for these purposes. A number of
jurisdictions (including Hong Kong and the PRC) have entered into, or have agreed in substance to,
intergovernmental agreements with the United States to implement FATCA (‘‘IGAs’’), which modify the
way in which FATCA applies in their jurisdictions. Under the provisions of the IGAs as currently in
effect, a foreign financial institution in an IGA jurisdiction would generally not be required to withhold
under FATCA or an IGA from payments that it makes. Certain aspects of the application of the FATCA
provisions and IGAs to instruments such as the Bonds, including whether withholding would ever be
required pursuant to FATCA or an IGA with respect to payments on instruments such as the Bonds, are
uncertain and may be subject to change. Even if withholding would be required pursuant to FATCA or
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an IGA with respect to payments on instruments such as the Bonds, such withholding would not apply
prior to the date that is two years after the publication of the final regulations defining ‘‘foreign passthru
payment’’. Holders should consult their own tax advisors regarding how these rules may apply to their
investment in the Bonds.
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SUBSCRIPTION AND SALE

The Issuer has entered into a subscription agreement with the Managers dated @@ (the ‘‘Subscription
Agreement’’), pursuant to which and subject to certain conditions contained therein, the Issuer has
agreed to sell to the Managers, and the Managers have agreed to, severally but not jointly, subscribe and
pay for, or to procure subscribers to subscribe and pay for the Bonds.

The Subscription Agreement provides that the Issuer will pay certain fees and underwriting commissions
to the Managers and indemnify the Managers and their respective affiliates, and their respective
directors, officers and employees will be indemnified against certain liabilities in connection with the
offer and sale of the Bonds. The Subscription Agreement provides that the obligations of the Managers
are subject to certain conditions precedent, and entitles the Managers to terminate it in certain
circumstances prior to payment being made to the Issuer.

The Managers and their respective affiliates are full service financial institutions engaged in various
activities, which may include securities trading, commercial and investment banking, financial advisory,
investment management, principal investment, hedging, financing and brokerage activities (‘‘Banking
Services or Transactions’’). The Managers and their respective affiliates may have, from time to time,
performed, and may in the future perform, various Banking Services and/or Transactions with the Issuer
for which they have received, or will receive, fees and expenses. In connection with the offering of the
Bonds, the Managers and/or their respective affiliates, or affiliates of the Issuer, may place orders,
receive allocations and purchase Bonds for their own account (without a view to distributing such
Bonds). Such entities may hold or sell such Bonds or purchase further Bonds for their own account in
the secondary market or deal in any other securities of the Issuer, and therefore, they may offer or sell
the Bonds or other securities otherwise than in connection with the offering. Accordingly, references
herein to the Bonds being ‘offered’ should be read as including any offering of the Bonds to the
Managers and/or their respective affiliates, or affiliates of the Issuer for their own account. Such entities
are not expected to disclose such transactions or the extent of any such investment, otherwise than in
accordance with any legal or regulatory obligation to do so. Furthermore, it is possible that only a
limited number of investors may subscribe for a significant proportion of the Bonds. If this is the case,
liquidity of trading in the Bonds may be constrained (see ‘‘Risk Factors – Risks Relating to the Bonds –

An active trading market for the Bonds may not develop’’). The Issuer and the Managers are under no
obligation to disclose the extent of the distribution of the Bonds amongst individual investors.

In the ordinary course of its various business activities, the Managers and their respective affiliates make
or hold a broad array of investments and actively trade debt and equity securities (or related derivative
securities) and financial instruments (including bank loans) for their own account and for the accounts
of their customers, and may at any time hold long and short positions in such securities and instruments.
Such investment and securities activities may involve securities of the Issuer, including the Bonds and
could adversely affect the trading prices of the Bonds. The Managers and their respective affiliates may
make investment recommendations and/or publish or express independent research views (positive or
negative) in respect of the Bonds or other financial instruments of the Issuer, and may recommend to
their clients that they acquire long and/or short positions in the Bonds or other financial instruments.

In connection with the issue of the Bonds, any of the Managers appointed and acting in its capacity as
Stabilisation Managers or any person acting on behalf of the Stabilisation Managers may, to the extent
permitted by applicable laws and directives, over-allot the Bonds or effect transactions with a view to
supporting the market price of the Bonds at a level higher than that which might otherwise prevail, but
in so doing, the Stabilisation Managers or any person acting on behalf of the Stabilisation Managers
shall act as principal and not as agent of the Issuer. However, there is no assurance that the Stabilisation
Managers or any person acting on behalf of the Stabilisation Managers will undertake stabilisation
action. Any stabilisation action may begin on or after the date on which adequate public disclosure of
the terms of the Bonds is made and, if begun, may be ended at any time, but must end after a limited
period. Any loss or profit sustained as a consequence of any such over-allotment or stabilisation shall be
for the account of the Stabilisation Managers.
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General

The distribution of this Offering Circular or any offering material and the offering, sale or delivery of
the Bonds is restricted by law in certain jurisdictions. Therefore, persons who may come into possession
of this Offering Circular or any offering material are advised to consult their own legal advisers as to
what restrictions may be applicable to them and to observe such restrictions. This Offering Circular may
not be used for the purpose of an offer or invitation in any circumstances in which such offer or
invitation is not authorised.

No action has been or will be taken in any jurisdiction by the Issuer or the Managers that would permit
a public offering, or any other offering under circumstances not permitted by applicable law, of the
Bonds, or possession or distribution of this Offering Circular, any amendment or supplement thereto
issued in connection with the proposed resale of the Bonds or any other offering or publicity material
relating to the Bonds, in any country or jurisdiction where action for that purpose is required.
Accordingly, the Bonds may not be offered or sold, directly or indirectly, and neither this Offering
Circular nor any other offering material or advertisements in connection with the Bonds may be
distributed or published, by the Issuer or the Managers, in or from any country or jurisdiction, except in
circumstances which will result in compliance with all applicable rules and regulations of any such
country or jurisdiction and will not impose any obligations on the Issuer or the Managers. If a
jurisdiction requires that an offering of Bonds be made by a licensed broker or dealer and the Managers
or any affiliate of the Managers is a licensed broker or dealer in that jurisdiction, such offering shall be
deemed to be made by the Managers or such affiliate on behalf of the Issuer in such jurisdiction.

United States

The Bonds have not been and will not be registered under the Securities Act and may, subject to certain
exceptions, not be offered or sold within the United States except pursuant to an exemption from, or in a
transaction not subject to, the registration requirements of the Securities Act. The Bonds are being
offered and sold outside of the United States in reliance on Regulation S.

United Kingdom

Each of the Managers has represented, warranted and agreed that:

(a) it has only communicated or caused to be communicated, and will only communicate or cause to
be communicated any invitation or inducement to engage in investment activity (within the
meaning of Section 21 of the Financial Services and Markets Act 2000 (the ‘‘FSMA’’)) received
by it in connection with the issue or sale of the Bonds in circumstances in which Section 21(1) of
the FSMA does not apply to the Issuer; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to the Bonds in, from or otherwise involving the United Kingdom.

Hong Kong

Each of the Managers has represented, warranted and agreed that:

(i) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any
Bonds other than (a) to ‘‘professional investors’’ as defined in the Securities and Futures Ordinance
(Chapter 571 of the Laws of Hong Kong) (the ‘‘SFO’’) and any rules made under the SFO; or (b)
in other circumstances which do not result in the document being a ‘‘prospectus’’ as defined in the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of
Hong Kong) or which do not constitute an offer to the public within the meaning of the SFO; and

(ii) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its
possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to the Bonds, which is directed at, or the contents of which are
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likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the
securities laws of Hong Kong) other than with respect to the Bonds which are or are intended to be
disposed of only to persons outside Hong Kong or only to ‘‘professional investors’’ as defined in
the SFO and any rules made thereunder.

PRC

Each of the Managers has represented, warranted and agreed that the Bonds are not being offered or
sold and may not be offered or sold, directly or indirectly, in the PRC (for such purposes, not including
the Hong Kong and Macau Special Administrative Regions or Taiwan), except as permitted by the
securities laws of the PRC.

Singapore

Each of the Managers has acknowledged that this Offering Circular has not been and will not be
registered as a prospectus with the Monetary Authority of Singapore. Accordingly, each of the Managers
has represented, warranted and agreed that it has not offered or sold any Bonds or caused such Bonds to
be made the subject of an invitation for subscription or purchase, and will not offer or sell such Bonds
or cause such Bonds to be made the subject of an invitation for subscription or purchase, and has not
circulated or distributed, nor will it circulate or distribute this Offering Circular or any other document
or material in connection with the offer or sale, or invitation for subscription or purchase, of such
Bonds, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor
(as defined in Section 4A of the Securities and Futures Act, Chapter 289 of Singapore, as modified or
amended from time to time (the ‘‘SFA’’)) pursuant to Section 274 of the SFA, (ii) to a relevant person
(as defined in Section 275(2) of the SFA) pursuant to Section 275(1) of the SFA, or any person pursuant
to Section 275(1A) of the SFA, and in accordance with the conditions specified in Section 275 of the
SFA or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable
provision of the SFA.

Where the Bonds are subscribed or purchased under Section 275 of the SFA by a relevant person which
is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole
business of which is to hold investments and the entire share capital of which is owned by one or
more individuals, each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold investments
and each beneficiary of the trust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as defined in Section 2(1) of the SFA) of
that corporation or the beneficiaries’ rights and interests (howsoever described) in that trust shall not be
transferred within six months after that corporation or that trust has acquired the Bonds pursuant to an
offer made under Section 275 of the SFA except:

(1) to an institutional investor or to a relevant person, or to any person arising from an offer referred
to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(2) where no consideration is or will be given for the transfer;

(3) where the transfer is by operation of law;

(4) as specified in Section 276(7) of the SFA; or

(5) as specified in Regulation 37A of the Securities and Futures (Offers of Investments), (Securities
and Securities-based Derivatives Contracts) Regulations 2018.
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Japan

The Bonds have not been and will not be registered under the Financial Instruments and Exchange Act
of Japan (Act No. 25 of 1948, as amended) (the ‘‘Financial Instruments and Exchange Act’’) and,
accordingly, each of the Managers has represented, warranted and agreed that it has not, directly or
indirectly, offered or sold and will not, directly or indirectly, offer or sell any Bonds in Japan or to, or
for the benefit of, any resident of Japan (which term as used herein means any person resident in Japan,
including any corporation or other entity organised under the laws of Japan) or to others for re-offering
or re-sale, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan except
pursuant to an exemption from the registration requirements of, and otherwise in compliance with the
Financial Instruments and Exchange Act and other relevant laws and regulations of Japan.
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SUMMARY OF CERTAIN DIFFERENCES BETWEEN PRC GAAP AND IFRS

The Issuer’s Audited Consolidated Financial Statements included in this Offering Circular were
prepared and presented in accordance with PRC GAAP. PRC GAAP are substantially in line with IFRS,
except for certain modifications. between PRC GAAP and IFRS. The following is a general summary of
certain differences between PRC GAAP and IFRS on recognition and presentation as applicable to the
Issuer. The Issuer is responsible for preparing the summary below. Since the summary is not meant to
be exhaustive, there is no assurance regarding the completeness of the financial information and related
footnote disclosure between PRC GAAP and IFRS and no attempt has been made to quantify such
differences. Had any such quantification or reconciliation been undertaken by the Issuer, other
potentially significant accounting and disclosure differences may have required that are not identified
below. Additionally, no attempt has been made to identify possible future differences between PRC
GAAP and IFRS as a result of prescribed changes in accounting standards. Regulatory bodies that
promulgate PRC GAAP and IFRS have significant ongoing projects that could affect future comparisons
or events that may occur in the future.

Government Grants

Under PRC GAAP, an assets-related government grants is only required to be recognised as deferred
income, and evenly amortised to profit or loss over the useful life of the related asset. However, under
IFRS, such assets-related government grants are allowed to be presented in the statement of financial
position either by setting up the grants as deferred income or by deducting the grants in arriving at the
carrying amount of the asset.

Under PRC GAAP, the relocation compensation for public interests is required to be recognised as
special payables. The income from compensation attributable to losses of fixed assets and intangible
assets, related expenses, losses from production suspension incurred during the relocation and
reconstruction period and purchases of assets after the relocation shall be transferred from special
payables to deferred income and accounted for in accordance with the government grants standard. The
surplus reached after deducting the amount transferred to deferred income shall be recognised in capital
reserve. Under IFRS, if an entity relocates for reasons of public interests, the compensation received
shall be recognised in profit and loss.

Reversal of Impairment Loss

Under PRC GAAP, once an impairment loss is recognised for a long-term asset (including fixed assets,
intangible assets and goodwill, etc.), it shall not be reversed in any subsequent period. Under IFRS, an
impairment loss recognised in prior periods for an asset other than goodwill could be reversed if there
has been a change in the estimates used to determine the asset’s recoverable amount since the last
impairment loss was recognised.

Related Party Disclosures

Under PRC GAAP, government-related entities are not treated as related parties.

Under IFRS, government-related entities are still treated as related parties.

Fixed Assets and Intangible Assets

Under PRC GAAP, only the cost model is allowed.

Under IFRS, an entity can choose either the cost model or the revaluation model as its accounting
policy.
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GENERAL INFORMATION

1. Clearing System: The Bonds have been accepted for clearance through Euroclear and Clearstream
under Common Code 201521483 and the ISIN for the Bonds is XS2015214831.

2. Authorisations: The Issuer has obtained all necessary consents, approvals and authorisations in
connection with the issue, entering into and performance of its obligations under the Bonds, the
Trust Deed and the Agency Agreement. The issue of the Bonds was authorised by a resolution of
the board of directors of the Issuer dated 28 May 2018. PRC counsels to the Issuer and PRC
counsels to the Managers have advised that no other approvals or consents are required from any
regulatory authorities or other relevant authorities in the PRC for the Issuer to issue the Bonds
except for (i) the submission of the Bonds for registration with SAFE within the prescribed
timeframe and (ii) the filing of the requisite information and documents with the NDRC within the
prescribed timeframe. For consequences of non-registration, see ‘‘Risk Factors – Risks Relating to
the Bonds – Any failure to complete the relevant filings under the NDRC Circular and the relevant
registration under SAFE within the prescribed time frame following the completion of the issue of
the Bonds may have adverse consequences for the Issuer and/or the investors of the Bonds’’.

3. No Material Adverse Change: There has been no material adverse change, or any development or
event involving a prospective change, in the condition (financial or otherwise), prospects, results
of operations or business, properties or general affairs or profitability of the Issuer or the Group
since 31 December 2018.

4. Litigation: None of the Issuer or any member of the Group is involved in any litigation or
arbitration proceedings which could have a material and adverse effect on their businesses, results
of operations and financial condition nor is the Issuer aware that any such proceedings are pending
or threatened.

5. Available Documents: Copies of the Issuer’s Audited Consolidated Financial Statements, the Trust
Deed and the Agency Agreement relating to the Bonds will be available for inspection from the
Issue Date upon prior written request and proof of holding at the place of business of the Trustee
at all reasonable times during normal business hours (being 9.00 a.m. to 3.00 p.m.), so long as any
Bond is outstanding.

6. Financial Statements: The Issuer’s Audited Consolidated Financial Statements, which are included
elsewhere in this Offering Circular, have been audited by Zhongxinghua as stated in its reports
dated 15 April 2019.

7. Listing of Bonds: Application will be made to the Hong Kong Stock Exchange for the listing of,
and permission to deal in, the Bonds by way of debt issues to Professional Investors only and such
permission is expected to become effective on or about @@.

8. Lega l Ent i ty Ident i f i er : The I s sue r ’s Lega l En t i t y Iden t i f i e r (LEI ) Code i s
3003002ZFAJ1WEB2BL96.
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