
IMPORTANT NOTICE

NOT FOR DISTRIBUTION TO ANY PERSON OR ADDRESS IN THE UNITED STATES. THIS OFFERING IS AVAILABLE
ONLY TO INVESTORS OR ADDRESSEES WHO ARE OUTSIDE OF THE UNITED STATES
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defined in the Offering Circular) as a result of such access.
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purchase of the securities described herein.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN ANY
JURISDICTION WHERE IT IS UNLAWFUL TO DO SO. THE SECURITIES AND THE GUARANTEE DESCRIBED HEREIN
HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE SECURITIES ACT, OR THE SECURITIES LAWS OF
ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION AND THE SECURITIES MAY NOT BE OFFERED, SOLD
OR OTHERWISE TRANSFERRED WITHIN THE UNITED STATES (AS DEFINED IN REGULATION S UNDER THE
SECURITIES ACT), 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.

THE 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 ADDRESS
WITHIN THE UNITED STATES. ANY FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT 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 HEREIN.

Confirmation of your representation: In order to be eligible to view the Offering Circular or make an investment decision with respect to

the securities, investors must be outside the United States. This Offering Circular is being sent to you at your request and by accepting the

e-mail and accessing the Offering Circular, you shall be deemed to have represented to the Issuer, the Guarantor, the Company and the

Joint Lead Managers (as defined in the Offering Circular) that (1) you and any clients you represent are outside the United States and that

the e-mail address that you gave the Issuer, the Guarantor and/or the Company and to which this e-mail has been delivered is not located in

the United States, its territories or possessions and (2) that you consent to delivery of the Offering Circular and any amendments or

supplements thereto by electronic transmission.

Nothing in this electronic transmission constitutes an offer or an invitation by or on behalf of any of the Joint Lead Managers, the Issuer,

the Guarantor or the Company to subscribe for or purchase any of the securities described therein, and access has been limited so that it

shall not constitute in the United States or elsewhere a general solicitation or general advertising (as those terms are used in Regulation D

under the Securities Act) or directed selling efforts (within the meaning of Regulation S under the Securities Act). If a jurisdiction requires

that the offering be made by a licensed broker or dealer and any of the Joint Lead Managers or their respective affiliates is a licensed

broker or dealer in that jurisdiction, the offering shall be deemed to be made by such Joint Lead Manager or such affiliate on behalf of the

Issuer in such jurisdiction.

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 or disclose the contents of the Offering Circular, electronically or otherwise, to any other person. If you have

gained access to this transmission contrary to the foregoing restrictions, you are not allowed to purchase any of the securities described in

the Offering Circular.

The attached Offering Circular has been sent to you in electronic form. You are reminded that documents transmitted via this medium may

be altered or changed during the process of electronic transmission and consequently, none of the Joint Lead Managers, the Trustee (as

defined in the Offering Circular), the Agents (as defined in the Offering Circular) nor any of their respective affiliates, directors, officers,

employees, representatives, agents or advisers or any person who controls any of them 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. A hard copy

version will be provided to you upon request.

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.

YOU ARE NOT AUTHORISED TO AND YOU MAY NOT FORWARD OR DELIVER THE OFFERING CIRCULAR,
ELECTRONICALLY OR OTHERWISE, TO ANY OTHER PERSON OR REPRODUCE SUCH OFFERING CIRCULAR IN ANY
MANNER WHATSOEVER. ANY FORWARDING, DISTRIBUTION OR REPRODUCTION OF THE ATTACHED 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.

You are responsible for protecting against viruses and other destructive items. If you receive this document by email, 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.



Strictly confidential

ZHONGTAI INTERNATIONAL FINANCE (BVI) COMPANY LIMITED
（中泰國際財務（英屬維爾京群島）有限公司）

(incorporated in the British Virgin Islands with limited liability)

US$300,000,000 3.85 PER CENT. GUARANTEED BONDS DUE 2023
UNCONDITIONALLY AND IRREVOCABLY GUARANTEED BY

ZHONGTAI FINANCIAL INTERNATIONAL LIMITED
（中泰金融國際有限公司）

(incorporated in Hong Kong with limited liability)

AND WITH THE BENEFIT OF A KEEPWELL DEED PROVIDED BY

ZHONGTAI SECURITIES CO., LTD.
（中泰証券股份有限公司）

(incorporated in the People’s Republic of China with limited liability)
(Shanghai Stock Exchange Stock Code: 600918)

Issue Price: 100 per cent.
The 3.85 per cent. Bonds due 2023 in aggregate principal amount of US$300,000,000 (the ‘‘Bonds’’) will be issued by Zhongtai International Finance (BVI) Company Limited (中泰國際財務(英屬維爾京群
島)有限公司) (the ‘‘Issuer’’) and bear interest at a rate of 3.85 per cent. per annum, payable semi-annually in arrear in equal instalments on 12 February and 12 August in each year, commencing 12 Feburary
2021. The Bonds will be irrevocably and unconditionally guaranteed (the ‘‘Guarantee’’) by Zhongtai Financial International Limited (中泰金融國際有限公司) (the ‘‘Guarantor’’). The Issuer is a wholly-
owned subsidiary of the Guarantor and the Guarantor is a wholly-owned subsidiary of Zhongtai Securities Co., Ltd. (中泰証券股份有限公司) (the ‘‘Company’’).

The Bonds will constitute direct, unconditional, unsubordinated and (subject to Condition 4(a) of the Terms and Conditions of the Bonds) unsecured obligations of the Issuer which 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) of the Terms and Conditions of the Bonds, at all times rank at least equally with all the Issuer’s other present and future unsecured and unsubordinated obligations. The Guarantor’s obligations
under the Guarantee shall, save for such exceptions as may be provided by applicable legislation and subject to Condition 4(a) of the Terms and Conditions of the Bonds, at all times rank at least equally with
all other present and future unsecured and unsubordinated obligations of the Guarantor. Payments on the Bonds will be made without deduction for or on account of taxes of the British Virgin Islands, Hong
Kong and the PRC to the extent described in ‘‘Terms and Conditions of the Bonds – Taxation’’.

The Issuer, the Guarantor, the Company and The Bank of New York Mellon, London Branch (the ‘‘Trustee’’) will enter into a keepwell deed on or about 12 August 2020 (the ‘‘Keepwell Deed’’) as further
described in ‘‘Description of the Keepwell Deed’’. The Keepwell Deed does not constitute a guarantee by the Company of the obligations of the Issuer under the Bonds or the obligations of the
Guarantor under the Guarantee.

The Company has completed the pre-issuance registration (the ‘‘Pre-Issuance Registration’’) of the issuance of the Bonds with the National Development and Reform Commission or its local counterparts (the
‘‘NDRC’’) in accordance with the Circular on Promoting the Reform of the Filing and Registration System on the Issuance by Enterprises of Foreign Debt (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）(the ‘‘NDRC Circular’’) issued by the NDRC which came into effect on 14 September 2015. The Guarantor has received an
Enterprise Foreign Debt Pre-Issuance Registration Certificate（企業發行外債備案登記證明）dated 8 January 2020, which as at the date of this Offering Circular, remains valid and in full force and effect. The
Issuer (failing whom, the Guarantor) undertakes to file or cause to be filed with the NDRC the requisite information and documents pursuant to Condition 4(c) of the Terms and Conditions of the Bonds.

Unless previously redeemed, or purchased and cancelled, the Bonds will mature on 12 August 2023 (the (‘‘Maturity Date’’) at their principal amount. The Bonds may be redeemed at the option of the Issuer in
whole, but not in part, at any time at their principal amount, together with interest accrued to (but excluding) the date fixed for redemption in the event of certain changes affecting taxes of the British Virgin
Islands, Hong Kong or the PRC. At any time following the occurrence of a Relevant Event (as defined in the Terms and Conditions of the Bonds), the holder of each Bond will have the right, at such holder’s
option, to require the Issuer to redeem all, or some only (subject to the Terms and Conditions of the Bonds), of such holder’s Bonds on the Put Date (as defined in the Terms and Conditions of the Bonds) at
101 per cent. (in the case of a redemption for a Change of Control (as defined in the Terms and Conditions of the Bonds)) or 100 per cent. (in the case of a redemption for a No Filing Event (as defined in the
Terms and Conditions of the Bonds)) of their principal amount, together with interest accrued to (but excluding) the Put Date. See ‘‘Terms and Conditions of the Bonds – Redemption and Purchase’’.

The Bonds and the Guarantee have not been rated. The Company has been assigned a long-term corporate credit rating of ‘‘Baa3’’ with a stable outlook by Moody’s Investors Service, Inc., a subsidiary of
Moody’s Corporation (‘‘Moody’s’’) and ‘‘BBB-’’ with a stable outlook by S&P Global Ratings, a division of S&P Global Inc. (‘‘S&P’’). These credit ratings are not a recommendation to purchase, hold or sell
the Bonds in as much as such ratings do not comment as to market price or suitability for a particular investor. There can be no assurance that the ratings will remain in effect for a given period or that the
ratings will not be revised, suspended, reduced or withdrawn by the relevant assigning rating agencies in the future.

Investing in the Bonds involves certain risks. See ‘‘Risk Factors’’ beginning on page 17.

The PRC 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
Company Group’s Business and Industry – The PRC government (including the Shandong Provincial Government and Shandong SASAC) has no obligation to pay any amount under the Bonds.’’

The Bonds and the Guarantee have not been and will not be registered under the United States Securities Act of 1933, as amended (the ‘‘Securities Act’’), or the securities laws of any other jurisdiction. The
Bonds and the Guarantee 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. The
Bonds and the Guarantee may be offered and sold in offshore transactions in compliance with Regulation S under the Securities Act (‘‘Regulation S’’). For a description of certain restrictions on resales and
transfers, see ‘‘Subscription and Sale’’.

The specified denomination of the Bonds shall be US$200,000 and integral multiples of US$1,000 in excess thereof.

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 (as defined in Chapter
37 of the Rules Governing the Listing of Securities on the Hong Kong Stock Exchange and in the Securities and Futures Ordinance (Cap. 571) of Hong Kong) (together, ‘‘Professional Investors’’) only. This
document 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 document, other than to ensure that the prescribed form disclaimer and responsibility statements, and a statement limiting
distribution of this document to Professional Investors only have been reproduced in this document. 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, the Issuer, the Guarantor or the Company or quality of disclosure in this document. Hong Kong Exchanges and Clearing Limited and the Hong Kong
Stock Exchange take no responsibility for the contents of this document, 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 document.

The Bonds will initially be represented 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
12 August 2020 (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 in the Global Certificate, definitive certificates for the Bonds will not be
issued in exchange for interests in the Global Certificate.

Joint Global Coordinators, Joint Lead Managers and Joint Bookrunners

Zhongtai International China CITIC Bank
International

BOSC International Haitong International

Joint Lead Managers and Joint Bookrunners

AMTD BOCOM International Central Wealth Securities China Merchants Securities
(HK)

China Minsheng Banking
Corp., Ltd., Hong Kong

Branch

CMB International CMB Wing Lung Bank
Limited

Dongxing Securities (Hong
Kong)

Everbright Sun Hung Kai GF Securities Guoyuan Capital ICBC Singapore

Industrial Bank Co., Ltd.
Hong Kong Branch

Nanyang Commercial Bank Shanghai Pudong Development
Bank Hong Kong Branch

Zhongtai International
(Singapore)

Lead Manager (in relation to PRC matters only)

China Zheshang Bank Co., Ltd.

Offering Circular dated 5 August 2020
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IMPORTANT NOTICE

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, THE GUARANTOR,
THE COMPANY OR ANY OF THEIR RESPECTIVE SUBSIDIARIES OR THAT THE
INFORMATION SET OUT IN THIS OFFERING CIRCULAR IS CORRECT AS AT ANY DATE
SUBSEQUENT TO THE DATE OF THIS OFFERING CIRCULAR.

Hong Kong Exchanges and Clearing Limited and 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. This Offering Circular includes particulars
given in compliance with the Rules Governing the Listing of Securities on the Stock Exchange of Hong
Kong Limited for the purpose of giving information with regard to the Issuer, the Guarantor and the
Company. The Issuer, the Guarantor and the Company each 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 their knowledge and belief, there are no other facts the omission of which would
make any statement herein misleading.

Each of the Issuer, the Guarantor and the Company, having made all reasonable enquiries, confirms that
(i) this Offering Circular contains all information with respect to the Issuer, the Guarantor, the Company
and each of their respective subsidiaries taken as a whole (the ‘‘Company Group’’), the Bonds, the
Guarantee and the Keepwell Deed, which is material in the context of the issue and offering of the
Bonds; (ii) the statements contained in this Offering Circular relating to the Issuer, the Guarantor, the
Company, the Company Group, the Bonds, the Guarantee and the Keepwell Deed are in every material
respect true and accurate and not misleading; (iii) the opinions and intentions expressed in this Offering
Circular with regard to the Issuer, the Guarantor, the Company and the Company 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 Guarantor, the Company, the
Company Group, the Bonds, the Guarantee and the Keepwell Deed, the omission of which would, in the
context of the issue and offering of the Bonds, the Guarantee and the Keepwell Deed, make any
statement in this Offering Circular misleading in any material respect; and (v) all reasonable enquiries
have been made by the Issuer, the Guarantor and the Company to ascertain such facts and to verify the
accuracy of all such information and statements. In addition, each of the Issuer, the Guarantor and the
Company accepts full responsibility for the accuracy of the information contained in this Offering
Circular.

The PRC 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
Company Group’s Business and Industry – The PRC government (including the Shandong Provincial
Government and Shandong SASAC) has no obligation to pay any amount under the Bonds.’’

This Offering Circular has been prepared by the Issuer, the Guarantor and the Company solely for use in
connection with the proposed offering of the Bonds described in this Offering Circular. The distribution
of this Offering Circular is limited to (a) Professional Investors only; or (b) for a person outside Hong
Kong, a person to whom securities may be sold in accordance with a relevant exemption from public
offer regulations in that jurisdiction. This Offering Circular does not constitute an offer of, or an
invitation by or on behalf of the Issuer, the Guarantor, the Company or the Joint Lead Managers (as
defined below). None of the Issuer, the Guarantor, the Company and the Joint Lead Managers is making
an offer to sell the Bonds in any jurisdictions except where an offer or sale is permitted. The distribution
of this Offering Circular and the offering of the Bonds in certain jurisdictions may be restricted by law.

ii



None of the Issuer, the Guarantor, the Company and the Joint Lead Managers represents that this
Offering Circular may be lawfully distributed, or that the Bonds may be lawfully offered, in compliance
with any applicable registration or other requirements in any such jurisdiction, or pursuant to an
exemption available thereunder, or assume any responsibility for facilitating any such distribution or
offering. In particular, no action has been taken by the Issuer, the Guarantor, the Company or any of the
Joint Lead Managers which is intended to permit a public offering of the Bonds or the distribution of
this Offering Circular in any jurisdiction where action for that purpose is required. Accordingly, no
Bonds may be offered or sold, directly or indirectly, and neither this Offering Circular nor any
advertisement or other offering material may be distributed or published in any jurisdiction, except
under circumstances that will result in compliance with any applicable laws and regulations.

Persons into whose possession this Offering Circular comes are required by the Issuer, the Guarantor,
the Company, Zhongtai International Securities Limited（中泰國際證券有限公司）(formerly known as
Qilu International Securities Limited（齊魯國際證券有限公司）) (‘‘Zhongtai Securities’’), China CITIC
Bank International Limited, BOSC International Company Limited, Haitong International Securities
Company Limited, AMTD Global Markets Limited, BOCOM International Securities Limited, Central
Wealth Securities Investment Limited, China Merchants Securities (HK) Co., Limited, China Minsheng
Banking Corp., Ltd., Hong Kong Branch, CMB International Capital Limited, CMB Wing Lung Bank
Limited, Dongxing Securities (Hong Kong) Company Limited, China Everbright Securities (HK)
Limited, GF Securities (Hong Kong) Brokerage Limited, Guoyuan Capital (Hong Kong) Limited,
Industrial and Commercial Bank of China Limited, Singapore Branch, Industrial Bank Co., Ltd. Hong
Kong Branch, Nanyang Commercial Bank, Limited, Shanghai Pudong Development Bank Co., Ltd.,
Hong Kong Branch and Zhongtai International Securities (Singapore) Pte. Ltd. as the joint lead
managers (together, the ‘‘Joint Lead 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, Singapore, Hong Kong, the
People’s Republic of China, Taiwan and the British Virgin Islands, to persons connected therewith. For
a description of certain further restrictions on offers, sales and resales of the Bonds and distribution of
this Offering Circular, see ‘‘Subscription and Sale’’.

Each prospective purchaser of the Bonds must comply with all applicable laws and regulations in force
in any jurisdiction in which it purchases, offers or sells the Bonds or possesses or distributes this
Offering Circular and must obtain any consent, approval or permission required under any regulations in
force in any jurisdiction to which it is subject or in which it makes such purchases, offers or sales, and
none of the Issuer, the Guarantor, the Company and the Joint Lead Managers shall have any
responsibility therefor.

No person has been or is authorised to give any information or to make any representation concerning
the Issuer, the Guarantor, the Company, the Company Group, the Bonds, the Guarantee or the Keepwell
Deed 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 Guarantor, the Company, the
Joint Lead Managers, the Trustee or the Agents (as defined in the Terms and Conditions of the Bonds)
or any of their respective affiliates, directors, employees, agents, representatives, officers or advisers, or
any person who controls any of them.

This Offering Circular is personal to the prospective investors to whom it has been delivered by the
Joint Lead Managers and does not constitute an offer to any other person or to the public generally to
subscribe for or otherwise acquire securities. Investors may not reproduce or distribute this Offering
Circular, in whole or in part, and investors may not disclose any of the contents of this Offering
Circular or use any information herein for any purpose other than considering an investment in the
Bonds. Distribution of this 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, and
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any disclosure of any of its contents, without prior written consent of the Issuer, the Guarantor and the
Company, is prohibited. By accepting delivery of this Offering Circular, the prospective investor agrees
to the foregoing and to make no photocopies or other reproduction of this Offering Circular.

No representation or warranty, express or implied, is made or given by the Joint Lead Managers, the
Trustee, the Agents or any of their respective affiliates, advisers, directors, employees, representatives,
officers and agents, or any person who controls any of them, as to the accuracy, completeness or
sufficiency of the information contained in this Offering Circular, and nothing contained in this Offering
Circular is, or shall be relied upon as, a promise, representation or warranty by the Joint Lead Managers,
the Trustee, the Agents or any of their respective affiliates, advisers, directors, employees,
representatives, officers and agents, or any person who controls any of them. None of the Joint Lead
Managers, the Trustee, the Agents or any of their respective affiliates, advisers, directors, employees,
representatives, officers and agents, or any person who controls any of them, has independently verified
any of the information contained in this Offering Circular (financial, legal or otherwise) and can give
any assurance that this information is accurate, truthful or complete. 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 Guarantor, the Joint Lead Managers, the Trustee, the Agents
or any of their respective affiliates, advisers, directors, employees, representatives, officers and agents,
or any person who controls any of them, that any recipient of this Offering Circular should purchase the
Bonds. Each potential purchaser of the Bonds should determine for itself the relevance of the
information contained in this Offering Circular and its purchase of the Bonds should be based upon such
investigations with its own tax, legal and business advisers as it deems necessary. See ‘‘Risk Factors’’
for a discussion of certain factors to be considered in connection with an investment in the Bonds.

Prospective investors in the Bonds should rely only on the information contained in this Offering
Circular. None of the Issuer, the Guarantor, the Company, the Joint Lead Managers, the Trustee, the
Agents or any of their respective affiliates, advisers, directors, employees, representatives, officers and
agents, or any person who controls any of them, has authorised the provision of information different
from that contained in this Offering Circular, to give any information or to make any representation not
contained in or not consistent with this Offering Circular or any other information supplied in
connection with the offering of the Bonds and, if given or made, such information or representation
must not be relied upon as having been authorised by the Issuer, the Guarantor, the Company, any of the
Joint Lead Managers, the Trustee, the Agents or any of their respective affiliates, advisers, directors,
employees, representatives, officers and agents, or any person who controls any of them. The
information contained in this Offering Circular is accurate in all material respects only as at the date of
this Offering Circular, regardless of the time of delivery of this Offering Circular or of any sale of the
Bonds. Neither the delivery of this Offering Circular nor any sale made hereunder shall under any
circumstances imply that there has not been a change in affairs of the Issuer, the Guarantor, the
Company, the Company Group or any of them or that the information set forth herein is correct in all
material respects as of any date subsequent to the date hereof. None of the Joint Lead Managers, the
Trustee or the Agents or any of their respective affiliates, advisers, directors, employees, representatives,
officers and agents, or any person who controls any of them, undertakes to review the financial
condition and affairs of the Issuer, the Guarantor or the Company following the date of this Offering
Circular nor to advise any investor or potential investor in the Bonds of any information coming to the
attention of the Joint Lead Managers, the Trustee, the Agents or any of their respective affiliates,
advisers, directors, employees, representatives, officers and agents, or any person who controls any of
them.

Each person receiving this Offering Circular acknowledges that such person has not relied on the Joint
Lead Managers, the Trustee, the Agents or any of their respective affiliates, advisers, directors,
employees, representatives, officers and agents, or any person who controls any of them, in connection
with its investigation of the accuracy or completely of such information or its investment decision. To
the fullest extent permitted by law, none of the Joint Lead Managers, the Trustee, the Agents or any of
their respective affiliates, advisers, directors, employees, representatives, officers and agents, or any
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person who controls any of them, accepts any responsibility whatsoever for the contents of this Offering
Circular or for any other statement, made or purported to be made by the Joint Lead Managers, the
Trustee or the Agents or any of their respective affiliates, advisers, directors, employees, representatives,
officers and agents, or any person who controls any of them, or on its or their behalf in connection with
the Issuer, the Guarantor, the Company, the Company Group, the Guarantee, the Keepwell Deed or the
issue and offering of the Bonds. Each of the Joint Lead Managers, the Trustee, the Agents and each of
their respective affiliates, advisers, directors, employees, representatives, officers and agents, or any
person who controls any of them, 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 Joint Lead Managers, the Trustee, the Agents or any of their respective affiliates,
advisers, directors, employees, representatives, officers and agents, or any person who controls any of
them, undertakes to review the financial condition or affairs of the Issuer, the Guarantor, the Company
or the Company Group for so long as the Bonds remain outstanding nor to advise any investor or
potential investor of the Bonds of any information coming to the attention of any of the Joint Lead
Managers, the Trustee, the Agents or any of their respective affiliates, advisers, directors, employees,
representatives, officers and agents, or any person who controls any of them.

IN CONNECTION WITH THE ISSUE OF THE BONDS, ANY JOINT LEAD MANAGER
APPOINTED AS STABILISATION MANAGER (SUCH PARTY, A ‘‘STABILISATION
MANAGER’’) (OR PERSONS ACTING ON BEHALF OF THE STABILISATION MANAGER)
(PROVIDED THAT CHINA CITIC BANK INTERNATIONAL LIMITED SHALL NOT
PARTICIPATE IN SUCH STABILISATION IN ANY EVENT) MAY, IN ACCORDANCE WITH
APPLICABLE LAW, OVER-ALLOT OR EFFECT TRANSACTIONS WITH A VIEW TO
SUPPORTING THE MARKET PRICE OF THE BONDS AT A LEVEL HIGHER THAN THAT
WHICH MIGHT OTHERWISE PREVAIL. HOWEVER, THERE IS NO ASSURANCE THAT
THE STABILISATION MANAGER(S) (OR PERSON(S) ACTING ON THEIR BEHALF) WILL
UNDERTAKE ANY STABILISATION ACTION. ANY STABILISATION ACTION MAY BEGIN
ON OR AFTER THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE OFFER
OF THE BONDS IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME, BUT MUST
END NO LATER THAN THE EARLIER OF 30 DAYS AFTER THE ISSUE DATE OF THE
BONDS AND 60 DAYS AFTER THE ALLOTMENT OF THE BONDS.

Singapore SFA Product Classification: In connection with Section 309B of the Securities and Futures
Act (Chapter 289) of Singapore (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) and Excluded Investment Products
(as defined in MAS Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice
FAA-N16: Notice on Recommendations on Investment Products).

Neither this Offering Circular nor any other information supplied in connection with the offering of the
Bonds (a) is intended to provide the basis of any credit or other evaluation or (b) should be considered
as a recommendation by the Issuer, the Guarantor, the Company, the Joint Lead Managers, the Trustee
or the Agents or any of their respective affiliates, advisers, directors, employees, representatives, officers
and agents, or any person who controls any of them, that any recipient of this Offering Circular, or any
other information supplied in connection with the offering of the Bonds, should purchase the Bonds. In
making an investment decision, investors must rely on their own independent examination of the Issuer,
the Guarantor, the Company, the Company Group, the Guarantee, the Keepwell Deed and the terms of
the offering, including the merits and risks involved. 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 advisors as needed to make its investment decision and determine whether it is legally
able to purchase the Bonds under applicable laws or regulations, in making an investment decision,
investors must rely on their own examination of the Issuer, the Guarantor, the Company and the terms of
the offering, including the merits and risks involved.
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None of the Issuer, the Guarantor, the Company, the Joint Lead Managers, the Trustee, the Agents or
any of their respective affiliates, advisers, directors, employees, officers, agents or representatives, or
any person who controls any of them, is or are making any representation to investors regarding the
legality of an investment in the Bonds under any legal, investment or similar laws or regulations.
Investors should not consider any information in this Offering Circular to be legal, business or tax
advice. Investors should consult their own attorney, business adviser and/or tax adviser for legal,
business and tax advice regarding an investment in the Bonds. See ‘‘Risk Factors’’ for a discussion of
certain factors to be considered in connection with an investment in the Bonds.

This Offering Circular has been prepared by the Issuer and the Guarantor solely for use in connection
with the proposed offering of the Bonds. The Issuer and the Guarantor reserve the right to withdraw the
offering of the Bonds at any time. The Issuer, the Guarantor and the Joint Lead Managers also reserve
the right to reject any offer to purchase, in whole or in part, for any reason, or to sell less than all of the
Bonds offered hereby. You should read this Offering Circular before making a decision whether to
purchase the Bonds.

This document 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 Guarantor and the Company. Each of the Issuer, the Guarantor and the Company accepts full
responsibility for the accuracy of the information contained in this Offering Circular and confirms,
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 contents of this Offering
Circular have not been reviewed by any regulatory authority in Hong Kong or elsewhere. Investors are
advised to exercise caution in relation to the offering of the Bonds. If Investors are in any doubt about
any of the contents of this Offering Circular, they should obtain independent professional advice.
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CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

This Offering Circular has been prepared using a number of conventions, which investors should
consider when reading the information contained herein.

This Offering Circular summarises certain documents and other information, and investors should refer
to them for a more complete understanding of what is discussed in those documents. In making an
investment decision, each investor must rely on its own examination of the Issuer, the Guarantor, the
Company, the Company Group and the terms of the offering and the Bonds, including the merits and
risks involved.

Unless otherwise indicated, all references in this Offering Circular to the ‘‘Company Group’’ are to the
Company and its subsidiaries and all references in this Offering Circular to the ‘‘Guarantor Group’’ are
to the Guarantor and its subsidiaries.

Unless otherwise indicated, all references in this Offering Circular to ‘‘Hong Kong’’ are to the Hong
Kong Special Administrative Region of the People’s Republic of China and all references to ‘‘China’’,
‘‘Mainland China’’ or the ‘‘PRC’’ are to the People’s Republic of China and, for the purpose of this
Offering Circular only, exclude Hong Kong, the Macau Special Administrative Region of the People’s
Republic of China and Taiwan. ‘‘PRC government’’ or the ‘‘State’’ means the central government of
the PRC, including all political subdivisions (including provincial, municipal and other regional or local
governmental entities) and instrumentalities thereof, or, where the context requires, any of them. The
‘‘Shandong Provincial Government’’ means the People’s Government of Shandong Province.
‘‘SASAC’’ means the State-owned Assets Supervision and Administration Commission of the PRC.

Unless otherwise specified or the context requires, all references in this Offering Circular to
‘‘Renminbi’’, ‘‘RMB’’ or ‘‘CNY’’ are to the lawful currency of the PRC, references herein to ‘‘Hong
Kong dollars’’, ‘‘HK dollars’’ or ‘‘HK$’’ are to the lawful currency of Hong Kong and references
herein to ‘‘U.S. dollars’’ or ‘‘US$’’ are to the lawful currency of the United States of America.

Solely for your convenience, this Offering Circular contains translations of certain Renminbi amounts
into U.S. dollars, Renminbi amounts into Hong Kong dollars, and Hong Kong dollars into U.S. dollars
at specified rates. Unless indicated otherwise, the translation of Renminbi into U.S. dollars has been
made at the rate of RMB6.9618 to US$1.00, the noon buying rate in effect on 31 December 2019 as set
forth in the H.10 weekly statistical release of the Board of Governors of the Federal Reserve System of
the United States (the ‘‘Federal Reserve Board’’) and the translation of Hong Kong dollars into U.S.
dollars has been made at the rate of HK$7.7894 to US$1.00, the noon buying rate in effect on 31
December 2019 as set forth in the H.10 weekly statistical release of the Federal Reserve Board. Further
information on exchange rates is set forth in ‘‘Exchange Rate Information’’ in this Offering Circular. No
representation is made that the Renminbi or Hong Kong dollars 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.

In this Offering Circular, where information has been presented in thousands or millions of units,
amounts may have been rounded. Accordingly, totals of columns or rows of numbers in tables may not
be equal to the apparent total of the individual items and the 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 name shall prevail.
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PRESENTATION OF FINANCIAL INFORMATION

This Offering Circular contains the audited consolidated financial information of the Guarantor as at and
for the years ended 31 December 2017, 2018 and 2019, which has been derived from the accountants’
report of the Guarantor for the three years ended 31 December 2019 (the ‘‘Guarantor Audited
Financial Statements’’). The Guarantor Audited Financial Statements have been prepared in accordance
with all the new and revised Hong Kong Financial Reporting Standards (the ‘‘HKFRS’’) and audited by
SHINEWING (HK) CPA Limited in accordance with Hong Kong Standard on Investment Circular
Reporting Engagements 200 Accountants’ Reports on Historical Financial Information in Investment
Circulars issued by the Hong Kong Institute of Certified Public Accountants (the ‘‘HKICPA’’) and
Hong Kong Standards on Auditing issued by the HKICPA. The Guarantor’s historical financial
information should not be taken as an indication of its future financial performance.

INFORMATION RELATING TO THE COMPANY GROUP

The information included in this Offering Circular regarding the Company Group (other than the
Guarantor Group) is for information purposes only and is based on, or derived or extracted from, among
other sources, publicly available information. The Issuer and the Guarantor have taken reasonable care
in the compilation and reproduction of the information. None of the Joint Lead Managers, the Trustee,
the Agents or any of their affiliates, employees or professional advisers has independently verified such
information. No representation or warranty, express or implied, is made or given by the Joint Lead
Managers, the Trustee, the Agents or any of their affiliates, employees or professional advisers as to the
accuracy, completeness or sufficiency of such information. Accordingly, such information should not be
unduly relied upon. In addition, the Company’s financial statements have not been included or
incorporated by reference in this Offering Circular and the Terms and Conditions of the Bonds do not
require or oblige the Company to provide or deliver to the Trustee or holders of the Bonds any
information, whether financial or otherwise, at all.

In making an investment decision, investors must rely upon their own examination of the Terms and
Conditions of the Bonds, the terms of the offering, the credit strength of the Guarantor Group and not
unduly rely upon the Keepwell Deed and/or the credit strength of, or information contained in this
Offering Circular related to, the Company Group.
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INDUSTRY AND MARKET DATA

Market data and certain industry forecast and statistics in this Offering Circular have been obtained from
both public and private sources, including market research, publicly available information and industry
publications. Although this information is believed to be reliable, it has not been independently verified
by the Issuer, the Guarantor, the Company, the Joint Lead Managers, the Trustee, the Agents or their
respective affiliates, advisers, directors, employees, representatives, officers and agents and none of the
Issuer, the Guarantor, the Company, the Joint Lead Managers, the Trustee, the Agents or their respective
affiliates, advisers, directors, employees, officers and agents makes any representation as to the accuracy
or completeness of that information. Such information may not be consistent with other information
compiled 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.

3



FORWARD-LOOKING STATEMENTS

This Offering Circular contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. These forward-looking statements include, but not limited to,
statements relating to:

• the business and operating strategies, plans, objectives and goals and its ability to implement such
strategies and achieve its plans, objectives and goals, and the future business development of the
Guarantor Group;

• general economic, political, social conditions and developments primarily in the PRC and Hong
Kong;

• future developments, trends and conditions in the industry and markets in which the Guarantor
Group and the Company Group operates;

• changes in competitive conditions and the Guarantor Group’s ability to compete under these
conditions;

• the Guarantor Group’s and the Company Group’s ability to enter into new markets and expand its
operations;

• the Guarantor Group’s and the Company Group’s expectations with respect to its ability to acquire
and maintain regulatory qualifications required to operate its business;

• costs of bank loans and other forms of financing, and the Guarantor Group’s and the Company
Group’s ability to secure adequate financing;

• the Guarantor Group’s or the Company Group’s estimated capital expenditures;

• the Guarantor Group’s and the Company Group’s financial condition and results of operations;

• changes in currency exchange rates;

• any changes in the laws, rules and regulations of the central and local governments in the PRC and
other relevant jurisdictions and the rules, regulations and policies of the relevant governmental
authorities relating to all aspects of the Guarantor Group’s and the Company Group’s business;

• macroeconomic policies of the PRC government to manage economic growth; and

• other risks identified in the section entitled ‘‘Risk Factors’’ in this Offering Circular.

In some cases, you can identify forward-looking statements by such terminology as ‘‘may’’, ‘‘will’’,
‘‘should’’, ‘‘could’’, ‘‘would’’, ‘‘expect’’, ‘‘intend’’, ‘‘plan’’, ‘‘anticipate’’, ‘‘going forward’’, ‘‘ought to’’,
‘‘seek’’, ‘‘project’’, ‘‘forecast’’, ‘‘believe’’, ‘‘estimate’’, ‘‘predict’’, ‘‘potential’’ or ‘‘continue’’ or the
negative of these terms or other comparable terminology. Such statements reflect the current views of
the Issuer, the Guarantor or the Company with respect to future events, operations, results, liquidity and
capital resources and are not guarantee of future performance, some of which may not materialise or
may change. Although the Issuer, the Guarantor and the Company believe that the expectations reflected
in these forward-looking statements are reasonable, there is no assurance that those expectations will
prove to be correct, and you are cautioned not to place undue reliance on such statements. The Issuer,
the Guarantor and the Company undertake no obligation to update or revise any forward-looking
statements whether as a result of new information, future events or otherwise. In light of these risks,
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uncertainties and assumptions, the forward-looking events discussed in this Offering Circular might not
occur and the Issuer’s, the Guarantor’s and the Company’s actual results could differ materially from
those anticipated in these forward-looking statements.

All forward-looking statements contained in this Offering Circular are qualified by reference to the
cautionary statements set forth in this section.

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

The summary below is only intended to provide a limited overview of detailed information described
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 the entire Offering
Circular, including the section entitled ‘‘Risk Factors’’ and the consolidated financial statements of the
Guarantor and related notes thereto, before making an investment decision.

OVERVIEW OF THE GUARANTOR GROUP

The Guarantor Group is an integrated securities group that offers a wide range of financial services and
products in Hong Kong. The Guarantor was established in June 2011 by the Company with approval of
the China Securities Regulatory Commission (‘‘CSRC’’) to capture the growing cross-border business
opportunities in offshore financial markets. The Guarantor serves as the principal overseas platform of
the Company to implement its international expansion strategies. The Guarantor Group obtained its first
licences from the Securities and Futures Commission of Hong Kong (the ‘‘SFC’’) in November 2012
and December 2012, which allow it to engage in securities dealing transactions and futures contracts
dealing transactions, respectively, in Hong Kong. The Guarantor was awarded ‘‘Top 3 Breakthrough
Brokers of the Year’’ in the Stock Connect Awards 2019 by the Hong Kong Stock Exchange according
to its total improvement of ranking in trading Northbound Stock Connect based on total turnover from
28 November 2018 to 29 November 2019. It was also named ‘‘Star Investment Bank in Capital Market’’
by China Financial Market Magazine and ‘‘Hong Kong Leading International Financial Services Brand’’
by Global Brands Magazine in 2019. In 2020, the Guarantor was named ‘‘Hong Kong Best Cross Border
Financial Services Brand’’ by Global Brands Magazine. For the years ended 31 December 2017, 2018
and 2019, the Guarantor Group’s revenue was HK$802.6 million, HK$991.4 million and HK$1,111.8
million, respectively. As at 31 December 2017, 2018 and 2019, the Guarantor Group’s total current
assets were HK$8,657.6 million, HK$10,610.5 million and HK$9,374.7 million, respectively.

The Guarantor Group has a diversified business portfolio and it manages its business mainly in seven
segments. The following table sets forth a breakdown of the Guarantor Group’s business segments and
principal financial products and services:

Business Segments Principal Financial Products and Services

Securities and futures brokerage . . . . • Securities brokerage

• Futures and options brokerage

• Margin financing and securities lending and refinancing

• Wealth management

• Agency of financial products

Investment banking . . . . . . . . . . . . . • Equity placement and underwriting

• Debt placement and underwriting

• Initial public offering (‘‘IPO’’) sponsoring

• Corporate finance advisory

• Merger and acquisition

Asset management . . . . . . . . . . . . . . • Collective and targeted asset management

• Mutual funds management

• Private equity fund management
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Business Segments Principal Financial Products and Services

• Management of enterprise annuities

• Renminbi Qualified Foreign Institutional Investor
(‘‘RQFII’’)

Fixed Income Currencies and
Commodities (‘‘FICC’’) . . . . . . . .

• Debts, foreign exchange, stocks and derivatives and other
securities proprietary trading business

• Over-the-counter (‘‘OTC’’) structured products brokerage
and distribution

• Cash and bonds market making transactions

• Structural product trading and hedging transactions

• Issue of bonds, stocks and other large commodities

Insurance brokerage . . . . . . . . . . . . . • Life insurance brokerage

• Health insurance brokerage

• Investment related insurance brokerage

• General insurance brokerage

Finance lease . . . . . . . . . . . . . . . . . • Financial leasing

• Factoring

• Entrusted loans

Investment . . . . . . . . . . . . . . . . . . . • Equity and fixed income securities investment

• Public and private funds investment

• Structural financing

COMPETITIVE STRENGTHS

The Guarantor Group believes its success and future prospects are attributable to the following
competitive strengths:

• Well-established international platform, strong brand recognition and continuous shareholder
support

• Well-positioned to leverage the strong economic growth of Shandong Province

• Leading market position with continuous growth of synergistic business portfolio and earnings
base

• Comprehensive risk management system with effective internal controls and monitoring processes

• Diversified financing channels and strong credit profile
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• Dedicated senior management with extensive industry experience and expertise

BUSINESS STRATEGIES

The Guarantor Group intends to implement the following business strategies to achieve its goal of
becoming one of the leading integrated financial groups in Hong Kong:

• Continue to explore business opportunities in the PRC domestic and overseas markets

• Continue to develop an integrated international business platform to provide its clients with
comprehensive financial services with one-stop shop experience

• Develop internet finance

• Capture the opportunities presented by the reform of the securities sector in Hong Kong and the
PRC to further develop cross-border businesses

• Continues to enhance capital management, risk management, internal control and IT capabilities
and improve operation efficiency

• Continue to attract high-quality professionals with in-depth business and industry knowledge in
Hong Kong and the PRC

OVERVIEW OF THE COMPANY GROUP

Headquartered in Shandong Province and established in 2001, the Company Group is one of the leading
financial service providers in China. The shares of the Company were listed on the Shanghai Stock
Exchange in June 2020 (stock code: 600918). The Company Group offers a wide range of securities
financial services to its clients, including securities and futures brokerage, underwriting, financial
advisory, private equity, listing sponsorship and asset management. Anchored by the Company, a
prominent state-owned enterprise that is indirectly majority-owned by and under the control of
Shandong SASAC, the Company Group has an extensive business network in China, comprising 41
branch companies and approximately 284 securities operations offices in China as at 31 December 2019.
In 2011, the Company Group extended its footprint to Hong Kong by establishing the Guarantor as its
principal overseas platform to capture the growing cross-border business opportunities in the
international financial markets.

According to the Business Performance and Ranking of Securities Companies in 2019（2019年度證券公

司經營業績排名情況）published by the Securities Association of China（中國證券業協會）, the
Company was ranked 16th in terms of total operating revenue, 17th in terms of total assets, 15th in
terms of net assets and 15th in terms of net profit attributable to owners of the parent company in the
PRC for the year. In addition, according to the 2019 Specialised Statistics regarding Bond Underwriting
Business of Securities Companies（2019年證券公司債券承銷業務專項統計）published by the Securities
Association of China, the Company was ranked ninth in terms of aggregate number of green bonds
transactions (including asset-back securities) and third in terms of aggregate deal volume of green bonds
issued (including asset-back securities) in the PRC for the year.

For the years ended 31 December 2017, 2018 and 2019, revenue of the Company Group was
RMB8,168.9 million, RMB7,025.2 million and RMB9,709.0 million, respectively, and its net profit was
RMB1,895.9 million, RMB1,070.1 million and RMB2,294.0 million, for the same periods. As at 31
December 2017, 2018 and 2019, the Company Group had total assets of RMB132.2 billion, RMB136.1
billion and RMB146.6 billion, respectively. As at 31 December 2017, 2018 and 2019, the Company
Group had total net assets of RMB34.1 billion, RMB32.9 billion and RMB35.0 billion, respectively.
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ISSUER

The Issuer was incorporated as a business company with limited liability on 11 August 2014 under the
laws of the British Virgin Islands and is a wholly-owned subsidiary of the Guarantor. As at the date of
this Offering Circular, the Issuer has not engaged in any material activities other than those relating to
the issue of RMB1,500 million senior bonds in September 2014, the issue of US$200 million guaranteed
bonds in February 2018, the issue of US$200 million guaranteed bonds in March 2019, the issue of
three series of private placement guaranteed bonds in an aggregate principal amount of US$77 million in
March 2020 and the proposed issue of the Bonds. For further information, see ‘‘Description of the
Issuer’’.

RECENT DEVELOPMENT

Company’s proposed capital injection into the Guarantor

On 23 July 2020, the Company published an announcement in the PRC in connection with its proposed
capital injection into the Guarantor. According to the announcement, the Company has obtained the
approval from its board of directors for such capital injection estimated to be of a maximum amount of
RMB1,600 million (or an equivalent amount in HK$). As at the date of this Offering Circular,
completion of the capital injection remains subject to the necessary regulatory or governmental
approvals, consents, filings and clearances.
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THE ISSUE

The following contains summary information about the Bonds. 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 comprehensive description of the terms of the
Bonds, see ‘‘Terms and Conditions of the Bonds’’ in this Offering Circular.

Issuer . . . . . . . . . . . . . . Zhongtai International Finance (BVI) Company Limited（中泰國際財務

（英屬維爾京群島）有限公司）.

Guarantor . . . . . . . . . . . . Zhongtai Financial International Limited（中泰金融國際有限公司）.

Company . . . . . . . . . . . . Zhongtai Securities Co., Ltd.（中泰証券股份有限公司）.

Guarantee . . . . . . . . . . . . The Guarantor will unconditionally and irrevocably guarantee (the
‘‘Guarantee’’) the due payment of all sums expressed to be payable by
the Issuer under the Bonds and the Trust Deed. The Guarantor’s
obligations in respect of the Bonds and the Trust Deed will be contained
in the Trust Deed.

Issue . . . . . . . . . . . . . . . US$300,000,000 in aggregate principal amount of 3.85 per cent. Bonds
due 2023.

Issue Price . . . . . . . . . . . 100 per cent.

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

Interest . . . . . . . . . . . . . The Bonds will bear interest on their outstanding principal amount from
and including 12 August 2020 at a rate of 3.85 per cent. per annum,
payable semi-annually in arrear in equal instalments on 12 February and
12 August in each year, commencing 12 February 2021.

Issue Date . . . . . . . . . . . 12 August 2020.

Maturity Date . . . . . . . . . 12 August 2023.

Status of the Bonds . . . . . The Bonds will constitute direct, unconditional, unsubordinated and
(subject to Condition 4(a) of the Terms and Conditions of the Bonds)
unsecured obligations of the Issuer which 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 law and subject to Condition 4(a) of the
Terms and Conditions of the Bonds, at all times rank at least equally with
all the Issuer’s other present and future unsecured and unsubordinated
obligations.

Status of the Guarantee . . The obligations of the Guarantor under the Guarantee shall, save for such
exceptions as may be provided by applicable law and subject to Condition
4(a) of the Terms and Conditions of the Bonds, at all times rank at least
equally with all other present and future unsecured and unsubordinated
obligations of the Guarantor.
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Negative Pledge . . . . . . . The Bonds will contain a negative pledge provision, as further described
in Condition 4(a) of the Terms and Conditions of the Bonds.

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

Taxation . . . . . . . . . . . . All payments of principal, premium (if any) and interest by or on behalf
of the Issuer or the Guarantor in respect of the Bonds or under the
Guarantee shall be made free and clear of, and without withholding or
deduction for or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or within the British Virgin Islands,
Hong Kong or the PRC, in each case including any political subdivision
or authority therein or thereof having power to tax (a ‘‘Relevant
Jurisdiction’’), unless such withholding or deduction is required by law,
as further described in Condition 8 of the Terms and Conditions of the
Bonds. In such event, the Issuer or, as the case may be, the Guarantor
shall, subject to the limited exceptions specified in the Terms and
Conditions of the Bonds, increase the amounts paid by it to the extent
required, so that the net amount received by the holders of the Bonds
equals the amounts which would otherwise have been receivable by them
had no such withholding or deduction been required.

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

Redemption for Tax
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 in writing to the Bondholders, the Trustee and the Principal Paying
Agent (which notice shall be irrevocable), at their principal amount,
together with interest accrued to (but excluding) the date fixed for
redemption, if the Issuer (or, the Guarantor, as the case may be) satisfies
the Trustee immediately prior to the giving of such notice that (i) it 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 a Relevant Jurisdiction, or any change in the
application or official interpretation of 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 5 August 2020,
and (ii) such obligation cannot be avoided by the Issuer (or the Guarantor,
as the case may be) taking reasonable measures available to it, provided
that no such notice of redemption shall be given earlier than 90 days prior
to the earliest date on which the Issuer (or the Guarantor, as the case may
be) would be obliged to pay such Additional Tax Amounts were a
payment in respect of the Bonds (or the Guarantee, as the case may be)
then due, as further described in Condition 6(b) of the Terms and
Conditions of the Bonds.
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Redemption for Relevant
Events . . . . . . . . . . . .

At any time following the occurrence of a Relevant Event, the holder of
each Bond will have the right, at such holder’s option, to require the
Issuer to redeem all, or some only (subject to the proviso below), of such
holder’s Bonds on the Put Date at 101 per cent. (in the case of a
redemption for a Change of Control (as defined in the Terms and
Conditions of the Bonds)) or 100 per cent. (in the case of a redemption
for a No Filing Event (as defined in the Terms and Conditions of the
Bonds)) of their principal amount, together with interest accrued to (but
excluding) the Put Date, as further described in Condition 6(c) of the
Terms and Conditions of the Bonds.

Clearing Systems. . . . . . . The Bonds will initially be represented 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 whereof will be effected only through records
maintained by Euroclear and Clearstream. Except as described in the
Global Certificate, certificates for the Bonds will not be issued in
exchange for beneficial interests in the Global Certificate.

Common Code . . . . . . . . 220311112.

ISIN . . . . . . . . . . . . . . . XS2203111120.

LEI Code . . . . . . . . . . . . 3003001PCV6AS7RLTI09.

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

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.

Listing . . . . . . . . . . . . . . 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.

Further Issues . . . . . . . . . The Issuer may from time to time without the consent of the Bondholders
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, issue
price, amount of the first payment of interest on them and the description
of the Bonds (including the further Bonds), related corporate resolutions
as set out in the introductory paragraphs of the Terms and Conditions of
the Bonds and the timing for complying with the NDRC Post-issue Filing)
and so that such further issue shall be consolidated and form a single
series with the outstanding Bonds, as further described in Condition 15 of
the Terms and Conditions of the Bonds.

Use of Proceeds . . . . . . . See ‘‘Use of Proceeds’’.
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Keepwell Deed . . . . . . . . The Issuer, the Guarantor, the Company and the Trustee will enter into a
Keepwell Deed as further described in ‘‘Description of the Keepwell
Deed’’.
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SUMMARY FINANCIAL INFORMATION OF THE GUARANTOR

The following tables present the summary consolidated financial information of the Guarantor. The
summary consolidated statements as at and for the years ended 31 December 2017, 2018 and 2019 set
forth below (except for the EBITDA data) have been derived from the Guarantor Audited Financial
Statements, as audited by SHINEWING (HK) CPA Limited, the independent auditor of the Guarantor.
The Guarantor Audited Financial Statements have been prepared and presented in accordance with the
HKFRS, which differs in certain respects from generally accepted accounting principles in other
jurisdictions. This summary consolidated financial information as set forth below should be read in
conjunction with, and is qualified in its entirety by reference to, such consolidated financial statements
of the Guarantor and, including the notes thereto.

SUMMARY CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER
COMPREHENSIVE INCOME

For the year ended 31 December

2017 2018 2019

(HK$’000) (HK$’000) (HK$’000)
Audited Audited Audited

Revenue . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 802,649 991,441 1,111,779
Other income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,738 (19,409) (40,933)
Total revenue and other income and gains or losses . . . . . . . . . . . . . . . 845,387 972,032 1,070,846

Staff costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (191,627) (250,390) (248,285)
Commission expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (42,683) (48,507) (38,971)
Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (9,317) (14,620) (50,646)
Other operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (190,929) (166,446) (141,624)
Impairment losses, net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (80,972) (81,819) (118,187)
Finance costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (259,746) (353,106) (382,401)
Total expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (775,274) (914,888) (980,114)

Operating profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70,113 57,144 90,732
Share of loss from an associate . . . . . . . . . . . . . . . . . . . . . . . . . . . . (834) (422) –

Gain (loss) on disposal of an associate . . . . . . . . . . . . . . . . . . . . . . . . – 6,868 –

Profit before taxation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 69,279 63,590 90,732
Taxation. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (24,170) (16,216) (17,143)

Profit for the period . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,109 47,374 73,589

Other comprehensive income (expense)
Items that may not be reclassified subsequently to profit or loss:
Change in fair value of equity investments at fair value through other

comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – (35,616) 6,360
Items that may be reclassified subsequently to profit or loss:
Exchange differences arising on translating foreign operation . . . . . . . . 19,468 (72,921) (446)
Change in fair value of debt instruments at fair value through other

comprehensive income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – (1,104) 3,703
Reclassified to profit or loss upon disposal of debt instruments at fair

value through other comprehensive income. . . . . . . . . . . . . . . . . . . – – (2,599)
Reclassification adjustments for cumulative loss included in profit or loss

upon disposal . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 31,893 – –

Fair value gain on available-for- sale investments . . . . . . . . . . . . . . . . 13,411 – –

Share of other comprehensive expense of an associate . . . . . . . . . . . . . 127 – –

Other comprehensive income (expense) for the period . . . . . . . . . . . . . 64,899 (109,641) 7,018

Total comprehensive income (expense) for the period . . . . . . . . . . . . . . 110,008 (62,267) 80,607
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SUMMARY CONSOLIDATED STATEMENTS OF FINANCIAL POSITION

As at 31 December

2017 2018 2019

(HK$’000) (HK$’000) (HK$’000)
Audited Audited Audited

Assets
Current assets

Investments at amortised cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . –
(1) 436,076 816,328

Margin loans to customers . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,831,393 1,529,272 1,319,266
Loan receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 504,993 25,000 15,000
Available-for-sale investments . . . . . . . . . . . . . . . . . . . . . . . . . . . 243,412 – –

Held-to-maturity financial assets . . . . . . . . . . . . . . . . . . . . . . . . . . 42,597 – –

Accounts receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 168,572 464,012 565,083
Finance lease receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 601,173 246,776 167,036
Other receivables, deposits and prepayments . . . . . . . . . . . . . . . . . 94,771 89,644 129,135
Tax recoverable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,501 13,842 6,284
Derivatives financial assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,748 1,312 854
Financial assets at fair value through profit or loss . . . . . . . . . . . . . . 2,226,317 3,729,409 4,158,089
Bank balances – segregated . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 714,780 796,068 1,020,107
Bank balances and cash – general . . . . . . . . . . . . . . . . . . . . . . . . . 2,215,320 3,279,088 1,177,482

Total current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,657,577 10,610,499 9,374,664

Non-current assets
Investments at amortised cost . . . . . . . . . . . . . . . . . . . . . . . . . . . . –

(1) 3,661,491 3,915,633
Other non-current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,495 6,016 5,820
Property and equipment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,926 29,413 23,422
Right-of-use assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – – 70,871
Financial assets at fair value through other comprehensive income . . . –

(1) 148,594 76,744
Held-to-maturity financial assets . . . . . . . . . . . . . . . . . . . . . . . . . . 2,451,749 – –

Loan receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 78,175 – –

Finance lease receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 277,072 168,980 30,968
Interest in an associate . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20,416 – –

Deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,817 1,218 3,910

Total non-current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,865,650 4,015,712 4,127,368

Total assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,523,227 14,626,211 13,502,032

Capital and reserves
Share capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,790,983 1,790,983 1,790,983
Reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,626 (51,395) 23,620
Non-controlling interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 286,790 67,960 –

Total equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,082,399 1,807,549 1,814,603

Liabilities
Current liabilities

Accounts payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 875,314 2,483,196 1,087,953
Lease liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – – 35,822
Contract liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 6,779 4,127
Derivatives financial liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,502 1,961 2,168
Financial liabilities at fair value through profit or loss . . . . . . . . . . . 95,780 92,039 249,050
Tax payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17,040 12,018 17,775
Deposit received from finance lease clients . . . . . . . . . . . . . . . . . . . 57,778 22,826 31,176
Financial assets sold under repurchase agreement(2) . . . . . . . . . . . . . – 184,928 543,611
Borrowings. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,867,651 4,006,231 4,585,716
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 1,565,608 3,889,692
Other payables and accruals . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 133,821 165,237 226,673
Third-party interests in consolidated investment funds . . . . . . . . . . . 956,730 1,026,975 950,448

Total current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,016,616 9,567,798 11,624,211
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As at 31 December

2017 2018 2019

(HK$’000) (HK$’000) (HK$’000)
Audited Audited Audited

Non-current liabilities
Deferred tax liability . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,628 203 438
Lease liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – – 40,788
Deposit received from finance lease client. . . . . . . . . . . . . . . . . . . . 5,581 19,742 8,909
Borrowings. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,083,542 889,011 13,083
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,333,460 2,341,908 –

Total non-current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,424,211 3,250,864 63,218

Total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,440,827 12,818,662 11,687,429
Total equity and total liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,523,226 14,626,211 13,502,032
Net current (liabilities) assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,640,961 1,042,701 (2,249,547)
Total assets less current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,506,611 5,058,413 1,877,821

Note:

(1) Nil balance for the year ended 31 December 2017 was due to the new adoption of HKFRS 9 starting from 1 January 2018.

(2) This line item related to a new business activity that commenced in 2018.

SUMMARY CONSOLIDATED STATEMENTS OF CASH FLOWS

For the year ended 31 December

2017 2018 2019

(HK$’000) (HK$’000) (HK$’000)
Audited Audited Audited

Net cash flows from (used in) operating activities . . . . . . . . . . . . . . . . 190,928 1,375,686 (1,045,604)
Net cash flows from (used in) investing activities . . . . . . . . . . . . . . . . (790,324) (1,280,052) (262,462)
Net cash flows from (used in) financing activities . . . . . . . . . . . . . . . . 1,031,028 975,530 (777,470)
Net increase (decrease) in cash and cash equivalents . . . . . . . . . . . . . . 431,632 1,071,164 (2,085,536)
Effect of exchange rate change . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,861 (7,396) (16,070)
Cash and cash equivalents at beginning of period. . . . . . . . . . . . . . . . . 1,780,827 2,215,320 3,279,088
Cash and cash equivalents at end of the period represented by bank

balances and cash – general . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,215,320 3,279,088 1,177,482

OTHER FINANCIAL DATA

For the year ended 31 December

2017 2018 2019

Unaudited Unaudited Unaudited
EBITDA(1) (HK$’000) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 338,300 431,300 523,800
EBITDA/interest expense . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.3 1.2 1.4
Total liabilities/EBITDA. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27.9 29.7 22.3

Note:

(1) EBITDA refers to profit before taxation plus finance costs, depreciation and amortisation. 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, net income or any other measure of performance or as an indicator of the
Guarantor Group’s operating performance, liquidity, profitability or cash flows generated by operating, investing or
financing activities. EBITDA presented herein may not be comparable to similarly titled measures presented by other
companies. Investors should not compare the Guarantor Group’s EBITDA to EBITDA presented by other companies because
not all companies use the same definitions.
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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 that could affect the Guarantor
Group, the Company Group and the value of the Bonds. Some risks may be unknown to the Guarantor
Group and the Company Group 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 and prospects of the Guarantor Group and the Company Group. The market price of the
Bonds could decline due to any of these risks, and investors may lose part or all of their investment.
The Issuer, the Guarantor and the Company do 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 decisions. This Offering Circular also contains forward-looking statements that involve risks
and uncertainties. The actual results of the Guarantor Group and the Company 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.

RISKS RELATING TO THE GUARANTOR GROUP’S BUSINESS

General economic and market conditions could materially and adversely affect the Guarantor Group’s
and the Company Group’s business.

Substantially all of the Guarantor Group’s and Company Group’s revenue is derived from the financial
markets. Like other businesses operating in the same industry, the Guarantor Group’s and Company
Group’s business is heavily affected by the inherent risks associated with the financial markets, such as
market volatility, fluctuations in the trading volume and the credit capacity or perceived credit
worthiness of the securities industry in the marketplace, among other risks. The Guarantor Group’s and
the Company Group’s business is also subject to general economic and political conditions, such as
macroeconomic and monetary policies, legislation and regulations affecting the financial and securities
industries, upward and downward trends in the business and financial sectors, inflation, currency
fluctuations, availability of short-term and long-term market funding sources, cost of funding and the
level and volatility of interest rates.

Moreover, due to various factors such as a shift in economic development from high-speed growth to
high-quality development, stricter financial regulation and a slow recovery in global economy, profound
changes occurred to the securities market and the level of volatility of the securities market fluctuated
for the past three years. For example, SSE Composite Index kept rising from 3,234.68 as at the end of
2014 and peaked at 5,166.35 in 12 June 2015. However, the PRC A share market fell sharply from mid-
June 2015 with SSE Composite Index closing at 2,737.60 on 29 January 2016. Through 2016 to 2017,
SSE Composite Index saw a slow growth closing at 3,307.17 on 29 December 2017, which nevertheless
represented a decrease of 35.99% compared to 5,166.35 on 12 June 2015. In the first half of 2018, the
PRC A share market volatility increased and investors’ risk appetites reduced on deepened leveraging
and escalated trade friction. While financial markets in Hong Kong also saw a steady recovery and
growth through 2016 to 2017, the Hang Seng Index became volatile and unstable since early February
2018, following multiple interest hikes by the U.S. government, currency depreciations of emerging
markets, escalated China-U.S. trade friction and the COVID-19. Market volatility, especially in the
Hong Kong and the PRC financial markets, may materially and negatively impact the Guarantor Group’s
and the Company Group’s business, results of operations, financial conditions and prospects.

Starting in April 2018, the United States imposed tariffs on various categories of imports from China,
and the PRC responded with similarly sized tariffs on United States’ products. While China and the
United States reached a phase one trade deal in January 2020, 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
global economy and the industries which the Guarantor Group’s and the Company Group’s clients
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operate in remain uncertain. In Europe, the exit of the United Kingdom from the European Union, and
any prolonged period of uncertainty which results, could have a significant negative impact on
international markets. The combined effect of the on-going COVID-19 pandemic and decreasing oil
prices driven by the Russia-OPEC price war also contributed to the turbulence in the securities and
financial markets.

Any of the foregoing events could lead to further negative impact, including significant declines in stock
exchange indices, falls in the values of currencies, increases in exchange rates and/or greater volatility
of markets in general.

Investors should be aware that there are recent historical financial crises and boom-bust cycles in
multiple markets in both emerging and developed economies which leads to risks for all financial
institutions, including the Guarantor Group and the Company Group. Turmoil in the financial markets, a
downturn in general economic conditions or other risks associated with the Guarantor Group’s and the
Company Group’s business and the securities markets in general could reduce securities trading and
corporate finance activities and adversely affect the value of certain financial assets, which may
consequently have a material adverse effect on the Guarantor Group’s and the Company Group’s
commission and fees from brokerage, investment banking and asset management businesses, as well as
the Guarantor Group’s and the Company Group’s returns on financial assets and investments. A
reduction in the Guarantor Group’s and the Company Group’s income or a loss resulting from their
respective underwriting, investments or trading activities could have a material adverse effect on the
Guarantor Group’s and the Company Group’s business, financial condition and results of operations. As
a result of these risks, the Guarantor Group’s and the Company Group’s income and operating results
may be subject to significant fluctuations.

The Guarantor Group’s businesses are highly regulated in Hong Kong.

The Guarantor Group’s business operations are subject to various applicable laws, regulations and codes
of relevant regulatory authorities in Hong Kong. From time to time, the Hong Kong regulatory regime
for the financial services industry (for example, the Securities and Futures Ordinance (Chapter 571 of
the Laws of Hong Kong) (the ‘‘SFO’’)) has implemented changes in such rules and regulations, some of
which have resulted in additional costs to or restrictions on the Guarantor Group’s business activities. If
the Guarantor Group fails to comply with the applicable rules and regulations, it may become subject to
enquiries and/or investigations by the relevant regulatory bodies and if the results of any investigations
or enquiries are severe or proved to involve serious misconduct, the Guarantor Group may be subject to
penalties including fines and/or restrictions on its business activities. In extreme cases, it may be
hampered or prevented from conducting business in a normal manner and some or all of the Guarantor
Group’s operation licences may become suspended or revoked. Where penalties are substantial or
protracted litigation is involved, the Guarantor Group’s reputation and financial position may be
jeopardised. In such cases, there may be material and adverse impact on its business, financial condition,
results of operations and prospects.

The Guarantor Group operates in sectors facing increasing competition in Hong Kong.

The Guarantor Group faces increasing competition in the financial services industry in Hong Kong. The
financial services industry in Hong Kong houses a large number of participants and is highly
competitive. The Guarantor Group faces increasing competition from Chinese securities institutions with
similar background, multinational financial institutions including banks and investment banks with
global networks and local securities institutions in the financial services industry in Hong Kong.
According to information published by the SFC, as at 31 March 2020, there were a total of 3,109
licensed corporations engaging in regulated activities in Hong Kong.

The Guarantor Group is currently engaged in Type 1, Type 2, Type 4, Type 6 and Type 9 regulated
activities in Hong Kong. New participants may enter the industry or the same regulated activities as the
Guarantor Group, provided that they have engaged professionals with the appropriate skills and have
obtained the requisite licences and permits.
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Generally, competition in the traditional brokerage business in Hong Kong has been fierce. The
Guarantor Group expects that competition in all areas of the Guarantor Group’s business operations will
continue to be intense. Moreover, the Guarantor Group may not be able to compete effectively and
successfully in all the business areas in which it currently operates or plans to operate. Increased
competitive pressure may adversely affect the Guarantor Group’s business, financial condition and
results of operations by, amongst other things, (1) reducing the Guarantor Group’s market share in its
principal lines of businesses; (2) decreasing the Guarantor Group’s net interest margins and spreads; (3)
decreasing the Guarantor Group’s fee and commission income; (4) increasing non-interest expenses, such
as sales and marketing expenses; and (5) increasing competition for qualified employees.

There is no assurance that the Guarantor Group can compete effectively against its current and future
competitors. Moreover, the Guarantor Group’s business objectives may become impractical and/or
impossible due to the competitive forces in the market. Under those circumstances, the Guarantor
Group’s core business and financial performance would be adversely affected.

Substantial indebtedness may restrict the Guarantor Group’s business activities and increase its
exposure to various operational risks.

The Guarantor Group relies on bank loans and other borrowings to satisfy a portion of its capital
requirements and it has a significant amount of outstanding indebtedness. As at 31 December 2019, the
Guarantor Group’s total outstanding indebtedness (comprising short-term and long-term bank borrowings
and short-term corporate bonds) was HK$8,488.5 million, of which 99.8 per cent. of the Guarantor
Group’s total outstanding indebtedness was short-term borrowings repayable within one year.

Substantial indebtedness could affect the Guarantor Group’s business in a number of ways, including:

• requiring it to divert capital resources to service its indebtedness;

• increasing its finance costs, thus affecting its overall profit;

• decreasing its financial flexibility in carrying on the Guarantor Group’s business or responding to
unexpected market changes;

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

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

As the Guarantor Group’s business scale continues to grow, its capital requirement and its reliance on
external financing may continue to increase. The Guarantor Group’s financial performance and operating
results may be materially and adversely affected if its cash flows and capital resources are insufficient to
fund its debt service obligations. Failure to service the Guarantor Group’s debt could result in the
imposition of penalties, including increases in rates of interest that the Guarantor Group pays on its legal
actions against the Guarantor Group by its creditors, or bankruptcy.

Restrictive covenants contained in credit facilities may limit the Guarantor Group’s ability to incur
additional indebtedness and restrict its future operations, and failure to comply with these restrictive
covenants may adversely affect its liquidity, financial condition and results of operations.

Certain financing contracts entered into by the Guarantor Group’s subsidiaries contain operational and
financial restrictions that prohibit the borrowers from incurring additional indebtedness unless they are
able to satisfy certain financial ratios, restrict the borrowers from creating security or granting
guarantees or prohibit the borrowers from changing their business and corporate structure, without the
lenders’ prior consent. Such restrictions may negatively affect the relevant companies’ ability to respond
to changes in market conditions, pursue the business opportunities the Guarantor Group believes to be
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desirable, obtain future financing, fund capital expenditures, or withstand a continuing or future
downturn in the Guarantor Group’s business. Any of these factors could materially and adversely affect
the Guarantor Group’s ability to satisfy its obligations under outstanding financial obligations, such as
the Bonds after issuance.

If the Guarantor Group or any of its member companies is unable to comply with the restrictions and
covenants in the current or future debt obligations and other financing agreements, a default under the
terms of such agreements may occur. In the event of a default under such agreements, the creditors may
be entitled to terminate their commitments granted to the Guarantor Group, accelerate the debt and
declare all amounts borrowed due and payable or terminate the agreements, depending on the provisions
of the relevant agreements. Some of the Guarantor Group’s financing agreements contain cross-
acceleration or cross-default provisions, which give creditors under these financing agreements to
require the Guarantor Group to immediately repay their loans or declare a default of borrower as a result
of the acceleration or default of other financing agreements by any other member of the Guarantor
Group. If any of these events occur, the Guarantor Group may not be able to obtain the lenders’ waiver
in a timely manner or that the assets and cash flow of the Guarantor Group or its subsidiaries would not
be sufficient to repay in full all of the respective debts as they become due, or that the Guarantor Group
or its subsidiaries would not be able to find alternative financing. Even if the Guarantor Group or its
subsidiaries could obtain alternative financing, there can be no assurance that it would be on terms that
are favorable or acceptable to the Guarantor or, as the case may be, its subsidiaries.

Some of the Guarantor Group’s assets are provided as security to secure its borrowings. Third-party
security rights may limit the Guarantor Group’s use of those assets and may adversely affect its
operation efficiency. If the Guarantor Group is unable to service and repay their debts under such loan
facilities on a timely basis, the assets mortgaged or charged to secure the Guarantor Group’s bank loans
may be foreclosed, which may adversely affect its business, financial condition, results of operations
and prospects.

Any acquisition or strategic investment that the Guarantor Group undertakes could be difficult to
integrate and may not yield the expected results and benefits, which may adversely affect its
operations.

The Guarantor Group may from time to time to expand its business scale and product offerings to
capture more business opportunities in international financial markets through mergers and acquisitions
and strategic alliances. Acquisitions and strategic investments involve inherent operational risks,
including difficulties in the assimilation of operations, corporate culture and personnel of the acquired
business, diversion of management’s attention from other business concerns, risks of entering into new
markets and the potential loss of key employees of the acquired business. The successful integration of
an acquired business may be affected by the size and complexity of the acquired business and the
execution of the integration plan by its management. The Guarantor Group may face unexpected delays
or encounter difficulties that require the allocation of additional resources to deal with such problems.
Further, synergies may not be realized among the Guarantor Group’s existing businesses and acquired
businesses. In addition, the Guarantor Group’s ability to grow by acquisitions depends on, and may be
limited by, the availability of suitable acquisition candidates, its ability to negotiate acceptable
acquisition terms and its assessment of the characteristics of potential acquisition targets. There can be
no assurance that the Guarantor Group will be successful in identifying, developing or investing in
targets or businesses that will complement its existing operations or that will otherwise be successful.
Moreover, any acquisitions or strategic investments could involve the incurrence of substantial
additional indebtedness. There is no assurance that any such transactions undertaken by the Guarantor
Group will yield the benefits and advantages as expected. Each of these factors could have a material
adverse effect on its business, results of operations and financial condition.
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The Guarantor may be indirectly affected by the Company’s reputation.

Since the Guarantor is wholly-owned by the Company, the Company has substantial influence over the
Guarantor’s business, including decisions regarding mergers, consolidations and the sale of all or
substantial all of its assets, election of directors, timing and amount of dividends or other distributions
and other significant corporate actions. In the event that there is any negative effect on the Company’s
reputation, the Guarantor or, as the case may be, the Guarantor’s subsidiaries may be left in a
disadvantageous position.

RISKS RELATING TO THE COMPANY GROUP’S BUSINESS AND INDUSTRY

The Company Group faces increasing competition in the financial services industry in Hong Kong
and the PRC.

The Company Group’s businesses operate in intensely competitive markets, in particular, the financial
services industry in the PRC and Hong Kong. The Company Group competes on the basis of a number
of factors, including price, products and services, innovation, transaction execution capability,
reputation, experience and knowledge of the Company Group’s staff, employee compensation and
geographic scope.

The Company Group competes principally with large international and other PRC securities firms in
China and Hong Kong. The Company Group also faces increasing competition from investment banks,
especially in the Company Group’s investment banking and brokerage businesses. In addition, the
Company Group competes with commercial banks, insurance companies, fund management companies
and private equity funds in particular areas, such as equity and fixed income sales and trading and asset
management businesses and any new business areas that they may enter into in the future.

Many of the financial institutions that the Company Group competes with are larger in terms of asset
size and customer base and have greater financial resources, more specialised capabilities or more
extensive distribution capabilities. Some of the foreign financial institutions that the Company Group
competes with have been expanding the operations in China, either organically or in partnership with
existing financial institutions in China. The Company Group expects that it will face greater competition
from the Company Group’s foreign competitors if these limitations and restrictions are lifted in the
future. The Company Group also faces increasing competition in overseas financial markets due to the
expansion of the Company Group’s international operations.

The Company Group also competes for clients and faces competition in attracting and retaining
professionals and other skilled and qualified employees. The competition among large investment banks
for qualified sponsor representatives and other high-quality professionals is substantial. The Company
Group’s ability to continue to compete effectively in its business will depend upon its ability to attract
new employees and retain and motivate existing employees. If the Company Group is unable to compete
successfully in any of its principal lines of businesses, the Company Group’s business, financial
condition and results of operations would be materially adversely affected.

Changes which impact the competitive environment in the PRC securities industry may have a
material and adverse effect on the Company Group’s business.

If the PRC government gradually deregulates the PRC securities industry, it may attract new competitors
to the securities industry or allow the Company Group’s current competitors to expand its business
scope into new business segments. The deregulation of the PRC securities industry could also attract
more foreign financial institutions to enter the PRC market to conduct investment banking and other
related businesses. These institutions are currently subject to PRC regulatory limitations and restrictions
on their business activities.
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In March 2015, the CSRC stated that it was evaluating a proposal to open up the PRC securities
industry to other financial institutions such as commercial banks, but did not provide a timetable on
when the new policy would be implemented. The Company Group believes that allowing PRC
commercial banks to enter the securities industry will intensify market competition in securities
brokerage, equity underwriting and other businesses, as commercial banks generally have greater
financial resources, wider branch networks and larger client bases compared with securities companies.
In addition, such deregulation trend of the PRC securities industry could also attract more foreign
financial institutions to enter the PRC market to conduct investment banking and other related business.
In addition, as China gradually increases the shareholding cap of foreign investors in securities
companies and broadens the business scopes of foreign-invested securities companies, international
investment banks with strong capital, advance business capabilities may participate in the PRC securities
markets, which will further increase the competitive pressure on the domestic securities companies such
as the Company Group to maintain and expand its client base and market share. On 20 July 2019, the
Office of the Finance Stability and Development Committee under the State Council issued the Relevant
Measures for Further Opening Up the Financial Industry（《關於進一步擴大金融業對外開放的有關措

施》）, which announced that the timeline of lifting the restriction on the ratio of foreign stakes in
securities companies, fund management companies and futures companies was brought forward from the
schedule 2021 to 2020.

Moreover, in recent years, internet financial services companies have entered the PRC financial industry
with large client bases and advantages in providing innovative services through the internet. Their
services may be considered by the Company Group’s clients or potential clients as a favourable
alternative for managing their funds or fulfilling their needs for investments.

Any of the above changes in the competitive environment in the PRC securities industry may increase
the level of competition. As a result, the Company Group’s business, financial condition and results of
operations may be materially and adversely affected.

The Company contributed to China Securities Finance Corporation Limited（中國證券金融股份有限

公司 ）in response to government measures for stabilising the PRC stock market, which may increase
its exposure to market and other risks.

Due to the significant fluctuations in the A share market in 2015, the PRC government introduced
measures to stabilise the market. As a result, the Company and 20 other major securities companies in
the PRC issued a joint announcement on 4 July 2015, pursuant to which they each undertook that: (i)
they would contribute an aggregate amount of no less than RMB120.0 billion, representing at least 15
per cent. of their aggregate net assets value as at 30 June 2015, to China Securities Finance Corporation
Limited (‘‘CSFCL’’) for investment in the PRC blue-chip exchange-trade funds (‘‘ETFs’’); and (ii) they
would not reduce the position of their A share proprietary trading portfolio to a level below the position
as at 3 July 2015, if the SSE Composite Index is below 4,500. Simultaneously, the Company also
entered into transaction confirmation of income swaps and a master agreement on transactions of over-
the-counter derivatives in PRC Securities and Futures Markets with CSFCL. Accordingly, the Company
contributed a total amount of RMB4.6 billion as an investment fund to CSFCL, consisting of RMB3.4
billion made on 2 July 2015 and RMB1.2 billion made on 2 September 2015, respectively. Such
contributions were deposited in a designated account under the unified operation of CSFCL for the
purposes of investment in PRC blue-chip ETFs and blue-chip stocks.

The Company shares the investment risks and gains in proportion to its contributions. Nonetheless, the
Company cannot control how CSFCL uses the contributions and when the Company can redeem its
contributions. The Company may incur losses due to the disposal or impairment of such contributions in
the future, and its financial condition may fluctuate due to the revaluation of the contributions at the end
of a period, both of which may materially and adversely affect its results of operations and financial
conditions. Going forward, the Company may also incur additional losses from similar contributions that
may be required or made in response to government measures for stabilising the PRC stock market
during market fluctuations.
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The PRC government (including the Shandong Provincial Government and Shandong SASAC) has no
obligation to pay any amount under the Bonds.

The PRC government (including the Shandong Provincial Government and Shandong SASAC) is not an
obligor and shall under no circumstances have any obligation arising out of or in connection with the
Bonds. This position has been reinforced by the Circular of the Ministry of Finance on Issues relevant to
the Regulation on the Financing Activities Conducted by Financial Institutions for Local Governments
and State-owned Enterprises（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）(the ‘‘MOF Circular’’) promulgated on 28 March 2018 and took effect on the
same day, and 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（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) (the ‘‘Joint Circular’’) promulgated on 11 May 2018 and took effect on the
same day. The description of the relationships between the Issuer, the Guarantor and the Keepwell
Provider and the Shandong Provincial Government in this Offering Circular does not imply in any way
any explicit or implicit credit support of the Shandong Provincial Government in respect of the Bonds,
the repayment of which remains the sole responsibility of the Issuer.

The PRC government as the ultimate shareholder of the Issuer only has limited liability in the form of
its equity contribution in the Issuer. As such neither the PRC government nor the Shandong Provincial
Government nor Shandong SASAC has any obligation to pay any amount under the Bonds. The Bonds
are solely to be repaid by the Issuer as an obligor under the relevant transaction documents and as an
independent legal person. In the event that the Issuer or the Guarantor does not fulfil its obligations
under the Bonds or the Guarantee, the Bondholders will only be able to claim as an unsecured creditor
against the Issuer and the Guarantor and their respective assets, and not any other person including the
PRC government, the Shandong Provincial Government, Shandong SASAC and any other local or
municipal government. Investors should base their investment decision on the financial condition of the
Issuer and the Guarantor Group and any perceived credit risk associated with an investment in the
Bonds based on the Guarantor Group’s own financial information reflected in the Guarantor Audited
Financial Statements. As the MOF Circular and the Joint Circular are relatively new and given the
limited volume of published decisions related to these circulars, the interpretation and enforcement of
these laws and regulations involve uncertainties.

The Company Group derives a substantial portion of its revenue from securities brokerage
commission and any material adverse change in the market conditions affecting the Company
Group’s securities brokerage business could have a material adverse impact on the Company Group’s
business, financial condition and results of operations.

For the years ended 31 December 2017, 2018 and 2019, revenue derived from the Company Group’s
securities brokerage business accounted for 31.8 per cent., 27.2 per cent. and 25.4 per cent.,
respectively, of its total revenue. The Company Group’s brokerage businesses are affected by the
performance of the financial markets in Hong Kong, China and principal overseas financial markets,
which may be in turn affected by factors beyond the Company Group’s control including economic
conditions, investment sentiment, competition landscape and fluctuations in interest rates. Before the
Company Group is able to develop its investment banking business and asset management business and
achieve balanced sources of revenue, any material adverse change in the performance of the Company
Group’s securities brokerage business may have a material and adverse impact on its overall business,
financial condition and results of operations.

The Company Group has historically experienced negative operating cash flow and any decrease in
the Company Group’s liquidity could materially and adversely affect the Company Group’s business,
financial condition and results of operations.

Maintaining adequate liquidity is crucial to the Company Group’s business operations. The Company
Group meets its liquidity needs, including the payment obligations under the Bonds, primarily through
cash generated by operating activities, funding by its shareholder and, to a lesser extent, cash provided
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by external financing. A decrease in the Company Group’s liquidity could reduce the confidence of its
customers or counterparties, which may result in loss of business and customer accounts or an increase
in funding cost. Factors that may adversely affect the Company Group’s liquidity position include a
significant increase in its margin financing activities, increased regulatory capital requirements,
substantial investments, other regulatory changes or a loss of market or customer confidence. The
Company Group recorded negative net operating cash flow of approximately RMB29,041.0 million for
the year ended 31 December 2017, principally due to a continual decline in its trading and repurchase
volumes. Consequently, there cannot be any assurance that the Company Group will not experience
negative operating cash flows in the future. In the event that the Company Group is unable to generate
sufficient cash flows to meet the demand of its capital and operating expenditure, its operations may
have to be funded from its financing activities, which may not be available at term favourable to the
Company Group or at all. Accordingly, the Company Group’s liquidity may be impaired, which in turn,
may have a material and adverse effect on its businesses, prospects, financial condition and results of
operations.

Any failure to obtain sufficient capital resources on acceptable terms or in a timely manner may
adversely affect the Company Group’s business and prospects.

Maintaining the Company Group’s competitiveness and implementing its growth strategies both require
the Company Group to obtain sufficient funds to replenish its working capital and pursue strategic
alliance or acquisitions. The Company Group has historically met its capital requirement through (i)
cash flow generated from the its operating activities, (ii) bank and other borrowings, and (iii) capital
injection by shareholders. The Company Group believes that it will continue to require substantial
capital resources to support its business operations and expansion.

The Company Group’s ability to generate sufficient operating cash flow is affected by a number of
factors, such as its ability to deliver high quality services on a consistent basis and its ability to compete
effectively, changes in the general market conditions and regulatory environment and the competition it
faces. Any adverse change in any of these factors, which may be out of the Company Group’s control,
may create capital shortfall. The Company Group cannot assure that its operating activities are able to
generate sufficient cash to satisfy its cash need at all times. Insufficient cash flow generated from the
Company Group’s operating activities will increase its reliance on external financing.

The Company Group’s ability to arrange for external financing and the cost of such financing are
dependent on numerous factors, including:

• general economic and capital market conditions;

• changes in monetary policies with respect to bank interest rates and lending policy;

• interest rates and credit availability from banks or other lenders;

• interest rates and credit availability from banks or other lenders;

• the Company Group’s ability to obtain the regulatory approvals required to access financing;

• laws and regulations that affect bank borrowings and other forms of fund raising activities by the
Guarantor Group; and

• social and political conditions in Hong Kong and the PRC generally.

The Company Group may not be able to obtain additional financing, either on a short-term or a long-
term basis, or that such financing will be obtained on terms favourable to the Company Group. If the
Company Group is unable to obtain financing on a timely basis and at a reasonable cost, it may not be
able to implement its growth strategy through expansions. This would restrict the Company Group’s

24



ability to grow and, over time, may reduce the quality and reliability of the products and services the
Company Group provides and adversely affects its business, financial condition, results of operations
and prospects. In addition, substantial indebtedness may in turn increase the pressure on the Company
Group’s liquidity and cause additional operational risks.

The Company Group may fail to expand into new business in time.

The success of the Company Group’s operations depends on, among other things, the proper timing on
launching new businesses, products and services to the Company Group’s clients. Because the Company
Group’s businesses operate in a highly competitive environment, any delay or failure to introduce new
businesses in time or in response to market demand, or any failure of the Company Group’s new
products and services to gain timely market acceptance could adversely affect the overall businesses and
financial performance of the Company Group.

The Company Group is committed to providing new products and services in order to strengthen its
leading market position in Hong Kong and the PRC securities industry. The Company Group will
continue to expand its product and service offerings such as FICC, asset securitisation, equity and
futures, over-the-counter trading, private equity and other new business, seeking cooperation
opportunities with internet corporations, research institutions, private equity funds and other institutions,
transacting with new customers and entering into new markets. These expansions expose the Company
Group to new and increasingly challenging risks, including but not limited to:

• the Company Group may not be able to obtain the necessary and requisite licences and consents
from the regulatory authorities within the expected timeframe in offering new products and
services to customers;

• the Company Group may have insufficient experience or expertise in offering new products and
services and dealing with new counterparties and customers;

• the Company Group may be subject to greater regulatory scrutiny, increased credit risks, market
risks and operational risks;

• the Company Group may suffer from reputational concerns arising from dealing with less
sophisticated counterparties and customers;

• the Company Group may be unable to provide customers with adequate levels of service for its
new products and services;

• the Company Group may be unable to hire additional qualified personnel to support the offering of
a broader range of products and services;

• the Company Group’s new products and services may not be accepted by its customers or meet its
profitability expectations;

• the Company Group may be unable to obtain sufficient financing from internal and external
sources to support its business expansion; and

• the Company Group may not be successful in enhancing its risk management capabilities and IT
systems to identify and mitigate all the risks associated with these new products and services, new
customers and new markets.

If the Company Group is unable to effectively and timely address major risks and challenges emerged
during the course of its expansion and to achieve the intended commercial results with respect to its
offering of new products and services, the Company Group’s business, financial condition, results of
operations and prospects could be materially and adversely affected.
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The Company Group’s investment banking business may be affected by various risks in the
underwriting and sponsorship of securities.

The Company Group’s investment banking business is subject to certain risks that are primarily related
to the underwriting of securities. The primary offering of securities in Hong Kong and the PRC,
especially an IPO, is subject to a merit-based review and approval process conducted by relevant
regulatory authorities. The result and timing of these reviews are beyond the Company Group’s control
and may cause substantial delays to, or the termination of, securities offerings underwritten and
sponsored by the Company Group. The Company Group cannot assure that such approvals will be
granted in a timely manner or at all in the future. A significant decline in the approval rate of the
securities offerings the Company Group sponsors could harm the Company Group’s reputation, defeat
client confidence and reduce the Company Group’s underwriting and sponsors fee income.

The performance of the Company Group’s investment banking business also depends on market
conditions. Adverse market conditions and capital market volatility may also cause delays to, or the
termination of, securities offerings underwritten and sponsored by the Company Group. Significant
capital market volatility may adversely affect the investor interest in investing in the securities
underwritten by the Company Group. If the Company Group underwrites securities offerings on a firm
commitment basis, it would then be required to purchase the unsubscribed portion for its own account,
which would materially and adversely affect its liquidity.

Intensifying price competition in investment banking business from investment banks and other
securities firms may force the Company Group to charge a lower underwriting fee rate to stay
competitive. This could cause a reduction in the Company Group’s underwriting and sponsors fees,
which could adversely affect its business, financial condition and results of operations. As a result, the
Company Group cannot assure that its underwriting and sponsors fees can be sustained at current levels.

The Company Group may face regulatory liabilities, fines, penalties or other disciplinary actions for
conducting inadequate due diligence in connection with an offering, fraud or misconduct committed by
issuers, their agents, other sponsors or the Company Group itself, misstatements and omissions in
disclosure documents, or other illegal or improper activities that occur during the course of the
underwriting process.

The Company Group’s asset management business faces the risks of poor investment performance and
loss in clients.

The Company Group receives asset management fees based on the asset size of each asset management
plan under its management. For the years ended 31 December 2017, 2018 and 2019, revenue from the
Company Group’s asset management business amounted to RMB832.7 million, RMB499.8 million and
RMB480.0 million, respectively, representing approximately 10.2 per cent., 7.1 per cent. and 4.9 per
cent. of the Company Group’s total revenue, for the same periods. However, poor investment
performance and volatile market conditions could therefore adversely affect the revenue and growth of
the Company Group’s asset management business because existing clients might withdraw funds or
request lower fees or the Company Group’s performance fees might decline.

The alternative investment and private equity fund management business of the Company Group is
subject to its investment decisions and market volatility.

The Company Group engages in alternative investment and private equity fund management. The
alternative investment and private equity fund management business of the Company Group generally
involves equity investments in private companies and investment in private equity funds with its own
capital. The Company Group earns investment returns from dividends paid by its portfolio companies
and generates capital gains from exits through an IPO or share sale by its portfolio company. To make a
sound investment decision, the Company Group needs to identify carefully and select a target business
based on the prospectus of the industry which it operates, market potentials, level of technology,
operation ability and business model. In general, this selection process involves a systematic analysis
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and forecast of the target’s profitability and sustainability. However, the Company Group may make
unsound investment decisions, and its portfolio companies may take longer than expected to mature to a
stage suitable for IPOs. As such, the investment period of the Company Group would be longer than it
anticipated which could reduce its returns on investment. In addition, the ability of the Company Group
to exit a private equity investment is also subject to market conditions in the PRC. Due to volatile
equity capital markets, the Company Group may be forced to sell its investments at undesirable prices or
defer sales for a considerable period of time or may not be able to sell at all. If the Company Group
cannot sell its private equity investments during the planned disposition period, its investment returns
will continue to be exposed to markets risks. Furthermore, if the target company does not reach the
profitability the Company Group anticipated, its ability to exit from, or receive dividends on, such
investments could be severely constrained. As a result, the business, financial condition and results of
operations of the Company Group could be materially and adversely affected.

The Company Group’s main businesses are subject to extensive regulatory requirements and any
noncompliance could have an adverse impact on the Company Group’s business, reputation and
results of operations.

As a participant in the securities and financial services industries, the Company Group is subject to
extensive regulatory requirements in Hong Kong and the PRC, which are designed to ensure the
integrity of the financial markets, the soundness of securities firms and other financial institutions and
the protection of investors. These regulations often serve to limit the Company Group’s activities by,
among other things, imposing capital requirements, limiting the types of products and services the
Company Group may offer and restricting the types of securities in which the Company Group may
invest. In addition, these regulations may also require the Company Group to obtain relevant approvals
or licences for conducting businesses. Regulatory authorities from time to time conduct inspections,
examinations and inquiries in respect of the Company Group’s compliance with such requirements. On 1
September 2016, the Company received a notice from the CSRC that the CSRC decided to initiate an
investigation against the Company relating to a NEEQ listing transaction in which the Company acted as
market maker. On 22 December 2017, the CSRC notified the Company in writing that it had concluded
the investigation and determined that the Company’s actions constituted market-making with a penalty
of RMB1 million consequently levied on the Company.

From time to time, the regulatory regime for the financial services industry in Hong Kong and the PRC
has implemented changes in such rules and regulations, some of which have resulted in additional costs
to or restrictions on the Company Group’s business activities. Since 2012, the SFC and the Hong Kong
Stock Exchange initiated a reform of the sponsor regime in relation to the initial public offerings and
stock listing in Hong Kong. The reform has significantly increased the legal liabilities of investment
banks and securities firms when they sponsor initial public offerings and stock listing in Hong Kong.
Failure to comply with the applicable regulations and guidelines may subject relevant entities to
sanctions, fines, penalties or other disciplinary actions, such as suspension or revocation of important
licences. Where penalties are substantial or protracted litigation is involved, the Company Group’s
reputation may be damaged and its business, financial condition, results of operations and prospects may
be materially and adversely affected.

The Company Group’s business may be materially adversely affected if the Company Group fails to
maintain their risk management and internal control system or these systems are proved to be
ineffective or inadequate.

The Company Group has established risk management and internal control systems and procedures.
Certain areas within its risk management and internal control systems may require constant monitoring,
maintenance and continual improvements by its senior management and staff. The Company Group’s
businesses and prospects may be materially and adversely affected if its efforts to maintain these
systems are proved to be ineffective or inadequate.
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The Company Group has a relatively short operating history. Deficiencies in the Company Group’s risk
management and internal control systems and procedures may adversely affect its ability to record,
process, summarise and report financial and other data in an accurate and timely manner, as well as
adversely impact on its ability to identify any reporting errors and non-compliance with rules and
regulations.

The Company Group’s internal control system, no matter how sophisticated in designs, still contains
inherent limitations caused by mis-judgment or fault. As such, there is no assurance that its risk
management and internal control systems are adequate or effective notwithstanding the above-mentioned
efforts, and any failure to address any internal control matters and other deficiencies could result in
investigations and/or disciplinary actions or even prosecution being taken against the Company Group
and/or its employees, disruption to its risk management system, and material and adverse effects on the
Company Group’s financial condition, results of operations and prospects.

The Company Group may suffer significant losses from its credit exposures.

The Company Group’s businesses are subject to risks that a customer or counterparty may fail to
perform its contractual obligations or that the value of collateral held to secure the obligations might be
inadequate. While the Company Group has internal policies and procedures designed to manage such
risks, these policies and procedures may not be fully effective. The Company Group’s credit exposure
mainly results from its margin financing, IPO financing and other financing services and the Company
Group’s role as a counterparty in financial and derivative contracts. Any material non-payment or non-
performance by a customer or counterparty could adversely affect the Company Group’s financial
position, results of operations and cash flows.

In addition, the Company Group has exposure to credit risk associated with the Company Group’s
available-for-sale investments. These investments may also be subject to price fluctuations as a result of
changes in the financial market’s assessment of the issuer’s creditworthiness, delinquency and default
rates and other factors, which could adversely affect the Company Group’s financial condition and
results of operations.

Interest rate fluctuations may affect the Company Group’s profitability.

The Company Group’s exposure to interest rate risk is primarily associated with its interest income,
interest expenses and fixed income securities. The Company Group earns interest income bank deposits
(including its own deposits and customer deposits), margin financing and securities lending business and
financial assets held under resale agreements. Interest income from these sources is directly linked to the
prevailing market interest rates. During periods of declining interest rates, the Company Group’s interest
income would generally decrease.

The Company Group also makes interest payments on deposits it holds on behalf of its customers, its
short-term borrowings and repurchase transactions. These interest expenses are directly linked to the
prevailing market interest rates. During periods of rising interest rates, the Company Group’s interest
expenses and financing costs would generally increase.

In addition, the Company Group holds income securities. During periods of rising interest rates, market
prices and the Company Group’s investment returns on fixed income securities will generally decrease.
Significant interest rate fluctuations could reduce the Company Group’s interest income or returns on
fixed income investments, or increase its interest expenses, any of which could adversely affect the
Company Group’s financial condition and results of operations.

Fluctuations in stock markets could affect the Company Group’s financial assets.

Fluctuations in stock markets could affect the Company Group’s investments and financial assets. Poor
market conditions could affect the value of its financial assets while favourable market conditions may
not be sustainable. Lack of liquidity or price volatility could reduce the value of the financial assets that
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the Company Group invests in or manages which, in turn, may have a material adverse effect on its
business, growth prospects, net inflows of asset under management, fee income, results of operations
and/or financial condition. The Company Group may also suffer losses on stock index futures contracts
it enters into if stock indices move unfavourably.

The Company Group’s operations depend on key management and professional staff and the
Company Group’s business may suffer if the Company Group is unable to retain or replace them.

The success of the Company Group’s business is dependent to a large extent on its ability to attract and
retain key personnel who possess in-depth knowledge and understanding of the securities and financial
markets. These key personnel include members of the Company Group’s senior management, licensed
sponsor representatives, experienced investment managers and industry analysts, IT specialists, sales
staff and other personnel. Therefore, the Company Group devotes considerable resources to recruiting
and retaining personnel. However, the market for quality professionals is highly competitive and the
Company Group faces increasing competition in recruiting and retaining these individuals as other
securities firms and financial institutions are competing for the same pool of talent. Intense competition
may require the Company Group to offer higher compensation and other benefits in order to attract and
retain qualified professionals, which could materially and adversely affect the Company Group’s
financial condition and results of operations. As a result, the Company Group may be unable to attract
or retain these personnel to achieve its business objectives and the failure to do so could severely
disrupt the Company Group’s business and prospects.

The Company 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 Company Group may be exposed to fraud or other misconduct committed by its employees,
representatives, agents, customers or other third parties that could subject the Company Group to
financial losses and sanctions imposed by governmental authorities, as well as adversely affect the
Company Group’s reputation.

The Company Group’s internal control procedures are designed to monitor its operations and ensure
overall compliance. However, the Company Group’s internal control procedures may be unable to
identify all incidents of non-compliance or suspicious transactions in a timely manner or at all.
Furthermore, it is not always possible to detect and prevent fraud and other misconduct, and the
precautions the Company Group takes to prevent and detect such activities may not be effective. The
Company Group cannot assure 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 Company Group’s
failure to detect and prevent fraud and other misconduct may have a material adverse effect on the
Company Group’s business reputation, financial condition and results of operations.

The Company Group may not be able to identify money laundering activities or other illegal/improper
activities fully or in a timely manner, which could expose the Company Group to additional liability
and adverse effect to its operations.

The Company Group is required to comply with applicable anti-money laundering, anti-terrorism laws
and other laws and regulations in Hong Kong, the PRC and other jurisdictions. These laws and
regulations require the Company Group, among other things, to adopt and enforce ‘‘know-your-
customer’’ policies and procedures and to report suspicious transactions to the applicable regulatory
authorities in different jurisdictions. In March 2017, the SFC has reprimanded a subsidiary of the
Company, Zhongtai Securities, for its failures to comply with anti-money laundering regulatory
requirement when handling third-party fund deposits between January 2013 and December 2014, with a
fine of HK$2.6 million. Since the middle of January 2015, the Company Group took remedial actions by
enhancing its internal procedures and controls, in particular, to detect and report suspicious third-party
fund deposits in a timely manner, to conduct internal trainings for compliance staff and responsible
offers to understand their respective roles and responsibilities and to maintain proper and accurate record
of assessment conducted by its senior management and compliance officers. In March 2017, the
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Company also engaged an independent internal control advisor to conduct a review of its internal
control. As at the date of this Offering Circular, the Company has not been notified of any further
actions the SFC may take and the Company is of the view such public reprimand by the SFC would not
have a material adverse effect on the Company Group’s business, financial condition and results of
operations. While the Company Group has established and will enhance from time to time such policies
and procedures aimed at detecting and preventing money laundering activities and other illegal or
improper activities through the Company Group’s operations, such policies and procedures may not in
all cases detect and prevent possibilities of money laundering and other illegal or improper activities. To
the extent the Company Group fails to comply with the applicable laws and regulations, the relevant
government agencies to whom it reports have the power and authority to impose fines and other
penalties on the Company Group, which may adversely affect its business and financial results.

The Company Group relies heavily on IT systems to process and record the transactions and offer
online products and services.

The Company Group’s operations rely heavily on the proper function of its IT systems to process
accurately a large number of transactions across numerous and diverse markets and its broad range of
products in a timely manner. The Company Group’s system for processing securities transactions is
highly automated. A prolonged disruption to, or failure of, the Company Group’s information processing
or communications systems would limit its ability to process transactions. This would impair the
Company Group’s ability to service its customers and execute trades on behalf of customers and for its
own account, which could materially and adversely affect the Company Group’s competitiveness,
financial condition and results of operations.

The proper functioning of the Company Group’s financial control, risk management, accounting,
customer service and other data processing systems, together with the communication networks between
its headquarters and branches, are critical to the Company Group’s business and its ability to compete
effectively.

In addition, the securities industry is characterised by rapidly changing technology. Online securities
trading platforms and other new channels, such as mobile devices, are becoming increasingly popular
among the Company Group’s customers due to their convenience and user-friendliness. The Company
Group relies heavily on technology, particularly the Internet, to provide high quality online services.
However, the Company Group’s technology operations are vulnerable to disruptions from human error,
natural disasters, power failure, computer viruses, spam attacks, unauthorised access and other similar
events. Disruptions to, or instability of, the Company Group’s technology or external technology that
allows its customers to use the Company Group’s online products and services could harm its business
and reputation.

There may be an adverse impact on the Company Group’s business as a result of a loss of business
reputation or negative publicity.

The Company Group operates in an environment where integrity and the trust of clients are of utmost
importance. Therefore, it is vulnerable to negative market perceptions. Negative publicity associated
with the Company Group, its officers or employees or the occurrence of any of the risks set out in this
section could result in loss of clients. Since the Company Group’s business operations depend to a large
extent on its officers and employees, the actions, misconduct, omissions, failures or breaches of any of
such officers or employees, and/or service providers may, by association, create negative publicity on
the Company Group. Accordingly, any mismanagement, fraud or failure to discharge legal, contractual,
regulatory or fiduciary duties, responsibilities, liabilities or obligations, or the negative perception
resulting from such activities or any allegation of such activities, could have a material adverse effect on
the Company Group’s business, growth prospects, net inflows of asset under management, fee income,
results of operations and/or financial condition.
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The Company Group may be subject to litigation and regulatory investigations and proceedings and
may not always be successful in defending themselves against such claims or proceedings.

The securities industry faces substantial litigation and regulatory risks, including the risk of lawsuits and
other legal actions relating to information disclosure, sales or underwriting practices, product design,
fraud and misconduct, as well as protection of personal and confidential information of the Company
Group’s customers. The Company Group may be subject to arbitration claims and lawsuits in the
ordinary course of business. For example, in November 2015, Zhongtai International Wealth
Management Limited（中泰國際優越理財有限公司）(‘‘Zhongtai Wealth Management’’), a wholly-
owned subsidiary of the Guarantor, initiated legal proceedings before the Hong Kong courts against
Royal Moon International Company Ltd.（皇月國際有限公司）and China Kingstone Mining Holdings
Ltd.（中國金石礦業控股有限公司）for breach of contract. In September 2016, China Kingsmount
Industrial Group Limited brought legal proceedings in the Hong Kong courts against Zhongtai Financial
Investment Limited（中泰金融投資有限公司）(‘‘Zhongtai Investment’’), a wholly-owned subsidiary of
the Guarantor, for alleged misrepresentation in a sale and purchase agreement relating to the latter’s
issuance of US$10 million secured notes due 2015. As at the date of this Offering Circular, no judgment
has been granted in respect of this lawsuit against Zhongtai Investment. The Company Group may also
be subject to inquiries, investigations, and proceedings by regulatory and other governmental agencies.
Actions brought against the Company Group may result in settlements, injunctions, fines, penalties or
other results adverse to the Company Group that could harm its reputation. Even if the Company Group
is successful in defending itself against these actions, the costs of such defence may be significant to the
Company Group. In market downturns, the number of legal claims and amount of damages sought in
litigation and regulatory proceedings may increase. A significant judgment or regulatory action against
the Company Group, or a disruption in its business arising from adverse adjudications in proceedings
against its directors, officers or employees, would have a material adverse effect on the Company
Group’s liquidity, business, financial condition, results of operations and prospects.

The Company Group may be subject to liability and regulatory action if it is unable to protect
personal and other confidential information of its customers.

Various laws, regulations and rules require the Company Group to protect the personal data and
confidential information of its customers. The relevant authorities may issue sanctions or orders against
the Company Group if it fails to protect the personal information of its customers, and the Company
Group may have to provide compensation for economic loss arising from its failure to protect the
personal information of its customers in accordance with relevant laws and regulations. Incidents of
mishandling the personal information or failure to protect the confidential information of its customers
could create a negative public or customer perception of its operations or brand name, which may
materially and adversely affect the Company Group’s reputation and prospects.

The Company Group’s business is susceptible to the operational failure of third parties.

The Company Group faces the risk of operational failure or termination of any of the exchanges,
depositaries, clearing agents or other financial intermediaries it uses to facilitate its securities
transactions. Any operational failure or termination of the particular financial intermediaries that the
Company Group uses could adversely affect its ability to execute transactions, serve its clients and
manage its exposure to various risks. Any disputes or difficulties in cooperating with these financial
intermediaries could adversely affect the Company Group’s business operations.

The Company Group may continue to experience pricing pressures in the future as some of its
competitors seek to increase market share by reducing prices.

The Company Group has experienced intense price competition in some of its businesses in recent years.
There has been considerable pressure on commissions, especially brokerage commissions. The growing
trend to execute trades electronically, through the Internet and through other alternative trading systems,
has increased the pressure on brokerage commissions. In addition, underwriting fees, financial advisory
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fees, as well as asset management fees, have also been subject to pricing pressure. The Company Group
believes that it will continue to experience competitive pressures in these and other areas in the future as
some of its competitors seek to obtain market share by reducing prices.

The information in this Offering Circular relating to the Company Group is derived and sourced from
publicly available sources and has not been independently verified or reviewed by the Company.

The information included in this Offering Circular regarding the Company Group (other than the
Guarantor Group) is for information purposes only and is based on, or derived or extracted from, among
other sources, publicly available information. The Issuer and the Guarantor have taken reasonable care
in the compilation and reproduction of the information. None of the Joint Lead Managers, the Trustee,
the Agents or any of their affiliates, employees or professional advisers has independently verified such
information. No representation or warranty, express or implied, is made or given by the Joint Lead
Managers, the Trustee, the Agents or any of their affiliates, employees or professional advisers as to the
accuracy, completeness or sufficiency of such information. Accordingly, such information should not be
unduly relied upon. In addition, the Company’s financial statements have not been included or
incorporated by reference in this Offering Circular and the Terms and Conditions of the Bonds do not
require or oblige the Company to provide or deliver to the Trustee or holders of the Bonds any
information, whether financial or otherwise, at all.

In making an investment decision, investors must rely upon their own examination of the Terms and
Conditions of the Bonds, the terms of the offering, the credit strength of the Guarantor Group and not
unduly rely upon the Keepwell Deed and/or the credit strength of, or information contained in this
Offering Circular related to, the Company Group.

Certain facts and statistics derived from government and third-party sources contained in this
Offering Circular may not be reliable.

The Company Group has derived certain facts and other statistics in this Offering Circular, particularly
those relating to the PRC, the PRC economy and the industry in which the Company Group operates,
from information provided by the PRC and other government agencies, industry associations,
independent research institutes or other third-party sources. While the Company Group has taken
reasonable care in the reproduction of the information, it has not been prepared or independently
verified by the Company Group, the Joint Lead Managers, the Trustee, the Agents, or any of their
respective affiliates or advisers and, therefore, the Company Group cannot assure investors as to the
accuracy and reliability of such facts and statistics, which may not be consistent with other information
compiled inside or outside the PRC. The facts and other statistics include the facts and statistics
included in this section and the section entitled ‘‘Description of the Company Group’’. Due to possibly
flawed or ineffective collection methods or discrepancies between published information and market
practice and other problems, the statistics herein may be inaccurate or may not be comparable to
statistics produced for other economics and investors should not place undue reliance on them.
Furthermore, the Company Group cannot assure that they are stated or compiled on the same basis, or
with the same degree of accuracy, as similar statistics presented elsewhere. In all cases, investors should
consider carefully how much weight or importance investors should attach to, or place on, such facts or
statistics.

The Bonds and the Guarantee have not been rated. The ratings assigned to the Company may be
lowered or withdrawn in the future.

The Bonds and the Guarantee have not been rated. The Company has been assigned a long-term
corporate credit rating of ‘‘Baa3’’ with a stable outlook by Moody’s and ‘‘BBB-’’ with a stable outlook
by S&P. These credit ratings are not a recommendation to buy, sell or hold the Bonds and may be
subject to revision, suspension or withdrawal at any time. The Company Group 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. In
addition, credit rating agencies may change their methodology for assigning ratings at any time. Neither
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the Issuer, the Guarantor or the Company has any obligation to inform holders of the Bonds of any such
revision, downgrade or withdrawal. A suspension, reduction or withdrawal at any time of the rating
assigned to the Company may adversely affect the ability of the Company to access the debt capital
markets.

RISKS RELATING TO HONG KONG AND THE PRC

The Guarantor Group may be affected by an economic downturn in Hong Kong.

The Guarantor Group conducts most of its operations and generates the majority of its revenue in Hong
Kong. Consequently, its business is highly dependent on Hong Kong’s economic and market conditions.
Any slowdown of the Hong Kong economy, declines in crude oil and commodities prices and
fluctuations in interest and foreign exchange rates may materially undermine the business and results of
operations of entities listed on the Hong Kong Stock Exchange. Adverse changes in general economic or
financial conditions increase the volatility of the securities market, thereby weakening investors’
confidence in and reducing securities trading, margin financing and corporate finance activities, which,
in turn, would materially and adversely affect the commission and fee income from its securities
brokerage business, interest income from its FICC and investment businesses and underwriting
commissions, financial advisory fees and sponsor fees from its investment banking business. The
Guarantor Group may also experience decreases in the fees earned from its asset management business
during periods of adverse economic and market conditions due to the reduced value of its asset
management portfolio. Hong Kong’s economic performance is sensitive to changes in the economic
cycles of Hong Kong and China, volatility in financial markets and international events such as the
withdrawal of the United Kingdom from the European Union and the escalation of trade tensions
between the U.S. and China. Current concerns about a deep contraction in Hong Kong’s economy are
further compounded by the ongoing COVID-19 pandemic, which has significantly impacted global
markets and international trade. As the Guarantor Group’s business is highly susceptible to the state of
Hong Kong’s economy and local securities and financial markets, any prolonged period of sluggish
market activity or even a downturn may materially and adversely affect its business, results of
operations and financial condition. There is no assurance that the Guarantor Group’s future growth will
reflect its historical growth or that it will be able to maintain the same level of growth under uncertain
or unstable economic conditions.

Civil unrest could have an adverse impact on the Guarantor Group’s business, financial condition or
operating results.

Civil unrest and an uncertain political environment in Hong Kong may impact Hong Kong’s economy
and result in an economic slowdown or downturn. Protests or demonstrations causing disruption to
businesses and commercial activities may adversely impact investor confidence, dampen consumer
spending and affect overall business activities in Hong Kong, which in turn may have a negative impact
on the Guarantor Group’s business in Hong Kong. Any significant or sudden economic slowdown,
recession or other adverse changes or developments in the local social and economic environment or
political arrangements in Hong Kong may result in declines in the Guarantor Group’s profitability and
materially affect its business and expansion strategy and financial results.

The Guarantor Group’s business operation is exposed to currency risks and may be affected by a
discontinuation of or amendment to the link of the Hong Kong dollar to the U.S. dollar or
revaluation of the Hong Kong dollar.

The Guarantor Group’s assets and liabilities are denominated in major currencies, particularly the HK
dollar, the U.S. dollar and Renminbi. The Hong Kong dollar has been linked to the U.S. dollar since
1983, and the Hong Kong government has in the past expressed its commitment to maintaining
exchange rate stability under the Linked Exchange Rate System, an automatic interest rate adjustment
mechanism. However, there can be no assurance that the Hong Kong dollar will continue to be linked to
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the U.S. dollar or that, in the event of a liquidity problem affecting the Hong Kong dollar, such bilateral
repurchase agreements or automatic interest rate adjustment mechanism will help to maintain adequate
liquidity of the Hong Kong dollar.

In addition, the value of the Renminbi against the U.S. dollar and other foreign currencies fluctuates
from time to time and is affected by changes in the PRC and by international political and economic
conditions and by many other factors. In August 2015, the PBOC implemented changes to the way that
it calculates the midpoint against the U.S. dollar to take into account market-maker quotes before
announcing the daily midpoint. This change, among others that may be implemented, may increase the
volatility in the value of the Renminbi against other currencies.

The Guarantor Group’s business, financial condition and results of operations could be adversely
affected by the impact on the Hong Kong economy of the discontinuation of the link of the Hong Kong
dollar to the U.S. dollar or any significant change in the exchange rate of U.S. dollar or Renminbi
against the Hong Kong dollar.

The Company Group’s business, financial condition, results of operations and prospects could be
adversely affected by a slowdown in the PRC economy.

A substantial majority of the Company Group’s assets are located in the PRC, and a substantial majority
of the Company Group’s revenue is derived from their businesses in the PRC. Therefore, the
performance of the PRC economy affects, to a significant degree, the Company Group’s business,
prospects, financial condition and results of operations.

The PRC economy has experienced rapid growth in the past 30 years. However, there has been a
slowdown in the growth of the PRC’s gross domestic product (‘‘GDP’’) since the second half of 2013
and this has raised market concerns that the historic rapid growth of the economy of the PRC may not
be sustainable. According to the National Statistics Bureau of the PRC, the annual growth rate of
China’s GDP in 2019 slowed down to 6.1 per cent., the lowest growth rate since 1990, on a year-on-
year basis compared to 6.6 per cent. in 2018. According to an announcement by the National Statistics
Bureau of the PRC on 17 April 2020, China’s GDP for the first quarter of 2020 contracted by 6.8 per
cent. compared to the same period in 2019, the first such decline since quarterly GDP records began in
1992. Although the PRC government has recently taken several measures and actions with an aim to
increase investors’ confidence in the PRC economy, there can be no assurance that those measures will
be effective.

In March 2016, Moody’s changed the PRC government’s credit rating outlook to ‘‘negative’’ from
‘‘stable’’, which highlighted the country’s surging debt burden and questioned the government’s ability
to enact reforms. In May 2017, Moody’s downgraded the sovereign credit rating of the PRC from Aa3 to
A1 and changed its outlook to ‘‘stable’’ from ‘‘negative’’, reflecting Moody’s expectation that economy-
wide debt in the PRC will continue to rise as potential growth slows. In September 2017, S&P
downgraded the sovereign credit rating of the PRC from AA- to A+, citing its concerns over the level of
economic and financial risks within the PRC. In addition, while a multi-year appreciation of the RMB
exchange rate had already started to give way to two-way fluctuations, the PBOC’s decision to change
its daily rate fixing mechanism triggered a noticeable downward pressure on the RMB exchange rate and
fuelled expectations of further devaluation ahead. If the PRC’s economy experiences a continued
slowdown in growth or a downturn in the future, or if the RMB exchange rate experiences unexpected
phenomenal fluctuations, the Guarantor Group’s PRC business and its ability to implement any growth
strategies involving the PRC could be materially and adversely affected.

Currently, an outbreak of COVID-19 has occurred in different regions of the world, including the PRC.
As at the date of this Offering Circular, the epidemic, after initially spreading far and wide inside China,
has also escalated into a major public health crisis on a global scale and was declared a pandemic by the
World Health Organisation. Several cities in China were under a lockdown with restrictions on travel
and movement of people as well as prolonged closures of workplaces in an effort to curb the spread of
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COVID-19, and the epidemic also caused the delay in resumption of local business in the PRC after the
Chinese New Year holiday. Public-health authorities around the world are also intensifying containment
efforts, leading to a severe drop in business activity and curtailing global trade. The epidemic may
create further negative economic impact in the PRC as well as result in increased volatility in the global
markets and affect investment sentiment. Any such adverse changes in the international financial
markets or the PRC national and regional economies may materially and adversely affect the Company
Group’s business, financial condition and results of operations.

Uncertainty and adverse changes in the PRC economy could affect the industries in which the Company
Group operates, and in turn decrease the opportunities for developing the Company Group’s businesses,
increase costs and decrease the availability of potential sources of financing, and increase the Company
Group’s exposure to material losses from its investments, any of which could have a material adverse
effect on the Company Group’s financial condition and results of operations.

Economic, political and social conditions in the PRC and government policies could affect the
Company Group’s business and prospects.

The PRC economy differs from the economies of developed countries in many respects, including,
among other things, government involvement, level of economic development, growth rate, foreign
exchange controls and resources allocation.

The PRC economy is in the process of transitioning from a centrally planned economy to a more
market-oriented economy. For more than three decades, the PRC government has implemented economic
reform measures to utilise market forces in the development of the PRC economy. In addition, the PRC
government continues to play a significant role in regulating industries and the economy through policy
measures. The Company Group cannot predict whether changes in PRC economic, political or social
conditions and in PRC laws, regulations and policies will adversely affect its business, financial
condition or results of operations.

In addition, many of the economic reforms carried out by the PRC government are unprecedented or
experimental and are expected to be refined and improved over time. Other political, economic and
social factors may also lead to further adjustments of the reform measures. This refining and adjustment
process may not necessarily have a positive effect on the Company Group’s operations and business
development.

The Company Group’s business, financial condition and results of operations may be adversely affected
by:

• changes in PRC political, economic and social conditions;

• changes in policies of the PRC government, including changes in policies in relation to the
Company Group’s business segments;

• changes in laws and regulations or the interpretation of laws and regulations;

• measures that may be introduced to control inflation or deflation;

• changes in the rate or method of taxation; and

• the imposition of additional restrictions on currency conversion and remittances abroad.

If the PRC’s economic growth slows down or if the PRC economy experiences a recession, the
Company Group’s business, results of operations and financial condition could be materially and
adversely affected.
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The operations of the Company Group may be affected by inflation and deflation within the PRC.

Economic growth in the PRC had historically been accompanied by periods of high inflation. Increasing
inflation rates were due to many factors beyond the Company Group’s control, such as rising food
prices, rising production and labour costs, high lending levels, PRC and foreign government policies and
regulations as well as movements in exchange rates and interest rates. It is impossible to accurately
predict future inflationary trends. If inflation rates rise beyond the Company Group’s expectations, the
Company Group may be unable to increase the prices of its services and products in amounts that are
sufficient to cover its increasing operating costs. Further inflationary pressures within the PRC may have
a material adverse effect on the Company Group’s business, financial condition or results of operations.

Recently, concerns have arisen over deflationary pressures in the PRC as a result of weak domestic
demand and slow economy. The inflation rates within the PRC have been on a downward trend in recent
years. A prolonged period of deflation may result in falling profits, closure of plants and shrinking
employment and incomes by companies and individuals, any of which could adversely affect the
Company Group’s business, financial condition or results of operations.

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

The Company Group is generally subject to laws and regulations of the PRC. The PRC legal system is
based on written statutes. Prior court decisions, in certain circumstances, may be cited for reference but
have limited precedential value. Since 1979, PRC legislation and regulations have significantly enhanced
the protections afforded to market participants in the PRC. However, since these laws and regulations
are relatively new and the PRC legal system continues to rapidly evolve, the enforcement of these laws,
regulations and rules may involve uncertainties and their interpretations may not be as consistent or
predictable as in other more developed jurisdictions. These uncertainties may impede the Company
Group’s ability to enforce the contracts entered into with investors, creditors, customers and business
partners based in the PRC. The Company Group cannot predict the effect of future developments in the
PRC legal system or the integration of such developments under the legal systems of the jurisdictions,
including the promulgation of new laws, changes to existing laws or the interpretation or enforcement
thereof, the pre-emption of local regulations by national laws, or the overturn of local government’s
decisions by itself, provincial or national governments. These uncertainties may limit legal protections
available to or against the Company Group. In addition, any litigation in the PRC may be protracted and
result in substantial costs and diversion of resources and management attention and have a material
adverse effect on the Company Group’s business, prospects, financial condition and results of
operations.

Investors may experience difficulties in effecting service of legal process and enforcing judgments
against the Company Group and the Company Group’s management.

The Company is incorporated under the laws of the PRC and a substantial portion of the Company
Group’s assets is located in the PRC. In addition, most of the Company Group’s directors, supervisors
and executive officers reside within the PRC and the assets of the Company Group’s directors and
officers may be located within the PRC. Therefore, it may not be possible for investors to effect service
of process upon any member of the Company Group or their respective directors or members of its
senior management inside the PRC. The Issuer, the Guarantor and the Company have irrevocably
submitted to the exclusive jurisdiction of the Hong Kong courts in the transaction documents relating to
the Bonds. Hong Kong and the PRC have entered into certain arrangements on the reciprocal
recognition and enforcement of judgments in civil and commercial matters (the ‘‘Reciprocal
Arrangements’’) which allow for a final court judgment (relating to the payment of money or other
civil or commercial proceeding) rendered by a Hong Kong court or PRC court (as the case may be) to
be recognised and enforced in the PRC or Hong Kong (as the case may be), provided certain conditions
are met. However, certain matters may be excluded under the Reciprocal Arrangements and a judgment
may be refused to be recognised and enforced by the requested place in certain circumstances such as
for public policy reasons or where the judgment was obtained by fraud. As a general matter, a judgment
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of a court of another jurisdiction may be reciprocally recognised or enforced if the jurisdiction has a
treaty with the PRC or if judgments of the PRC courts have been recognised before in that jurisdiction,
subject to the satisfaction of other requirements. The PRC signed the Hague Convention on Choice of
Court Agreements (the ‘‘Hague Convention’’) in September 2017 which is intended to promote the use
of exclusive choice of court agreements in international contracts and facilitate the creation of a
recognition and enforcement regime for court judgements between contracting States. However, the
signing of the Hague Convention does not have currently have any legal effect until it is ratified by the
PRC government. The PRC has not entered into treaties or arrangements providing for the reciprocal
recognition and enforcement of judgments of courts with numerous countries, including Japan, the
United States and the United Kingdom. Therefore, it may be difficult for Bondholders to enforce any
judgments obtained from such foreign courts against the Company Group, the Issuer, the Guarantor, the
Company or any of their respective directors or senior management in the PRC.

The Company Group is subject to restrictions on the remittance of Renminbi into and out of the PRC
and governmental controls on currency conversion, and may be affected by the risk relating to
fluctuations in exchange rates in the future.

Most of the Company Group’s revenue is denominated in Renminbi, which is also the reporting
currency. Renminbi is not a freely convertible currency. A portion of the Company Group’s cash may be
required to be converted into other currencies in order to meet the Company Group’s foreign currency
needs, including cash payments on declared dividends, if any, on the Bonds.

The PRC government imposes controls on the convertibility of Renminbi into foreign currencies and the
remittance of currency out of PRC. Substantially all of the Company Group’s revenues are denominated
in Renminbi, a portion of which may need to be converted into other currencies in order to meet the
Company Group’s foreign currency obligations, such as payments of dividends, overseas acquisitions,
and payments of principal and interests under the Bonds or other foreign currency denominated debt, if
any.

Under the existing PRC laws and regulations on foreign exchange, payments of current account items,
including profit distributions, interest payments and trade and service related foreign exchange
transactions, can be made in foreign currencies without prior approval from the State Administration of
Foreign Exchange (‘‘SAFE’’) provided that certain procedural requirements are complied with. Approval
from or registration with competent government authorities is required where Renminbi is to be
converted into foreign currency and remitted out of the PRC to pay capital expenses such as the
repayment of loans denominated in foreign currencies. The PRC government may, at its discretion, take
measures to restrict access to foreign currencies for current account and capital account transactions
under certain circumstances. If the foreign exchange control system prevents the Company Group from
obtaining sufficient foreign currencies to satisfy the Company Group’s foreign currency demands, the
Company Group may not be able to pay interests and/or principal to holders of the Bonds or other
foreign currency denominated debt, if any. In addition, there can be no assurance that new laws or
regulations will not be promulgated in the future that would have the effect of further restricting the
remittance of Renminbi into or out of the PRC.

The proceeds from the offering of the Bonds will be received in U.S. dollars. As a result, any
appreciation of Renminbi against the U.S. dollar or any other foreign currencies may result in the
decrease in the value of the Company Group’s foreign currency-denominated assets and the Company
Group’s proceeds from the offering of the Bonds. Conversely, any depreciation of Renminbi may
adversely affect the Company Group’s ability to service the Bonds.

The value of Renminbi against the U.S. dollar and other foreign currencies is subject to changes in the
PRC’s policies, as well as international economic and political developments. On 21 July 2005, the PRC
government adopted a more flexible managed floating exchange rate system to allow the value of
Renminbi to fluctuate within a regulated band that is based on market supply and demand with reference
to a basket of currencies. From 21 July 2005 to 17 March 2014, the floating band of interbank spot
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foreign exchange market trading price of Renminbi against the U.S. dollar was gradually widened from
0.3 per cent. to 2 per cent. On 11 August 2015, the People’s Bank of China (‘‘PBOC’’) adjusted the
mechanism for market makers to form the central parity rate by requiring them to consider the closing
exchange rate of the last trading date, the supply and demand of foreign exchange and the rate change at
primary international currencies. On 11 December 2015, the China Foreign Exchange Trade System, a
sub-institutional organisation of PBOC, published the CFETS Renminbi exchange rate index for the first
time which weighs the Renminbi based on 13 currencies, to guide the market in order to measure the
Renminbi exchange rate from a new perspective.

In addition, the value of Renminbi depreciated significantly against the U.S. dollar since the end of 2015
but has recently appreciated. There can be no assurance that the Renminbi will not experience
significant fluctuations against the U.S. dollar or against any other currency in the future. Furthermore,
the Company Group is required to obtain SAFE’s approval before converting significant amounts of
foreign currencies into Renminbi. As a result, any significant increase in the value of Renminbi against
foreign currencies could reduce the value of the Company Group’s foreign currency-denominated
revenue and assets and could materially and adversely affect the Company Group’s business, financial
condition, results of operations and prospects.

The outbreak of contagious diseases in the PRC, Hong Kong and/or around the world may lead to
higher volatility in the global capital markets, which may materially and adversely affect the Company
Group’s business, financial condition and results of operations.

The outbreak of communicable diseases on a global scale such as the ongoing COVID-19 pandemic may
affect investment sentiment and result in sporadic volatility in global capital markets. In addition, such
outbreaks may result in restrictions on travel and public transport and prolonged closures of workplaces
which may have a material adverse effect on the global economy. Any material change in the financial
markets or the PRC economy or Hong Kong economy or regional economies as a result of these events
or developments may materially and adversely affect the Company Group’s business, financial condition
and results of operations.

Any occurrence of force majeure events, natural disasters or outbreaks of contagious diseases may
have a material adverse effect on the Company Group’s business operations, financial condition and
results of operations.

Any occurrence of force majeure events, natural disasters or outbreaks of epidemics and contagious
diseases, including avian influenza, severe acute respiratory syndrome, swine influenza caused by the
H1N1 virus or H1N1 influenza or variants thereof and COVID-19, may materially and adversely affect
the Company Group’s business and results of operations. Possible force majeure events may give rise to
additional costs to be borne by the Company Group and have adverse effects on the quality of its assets,
business, financial condition and results of operations. Currently, an outbreak of COVID-19 has occured
in different regions of the world, including the PRC and Hong Kong, where the Company Group
operates its business. An outbreak of an epidemic or contagious disease could result in a widespread
health crisis and restrict the level of business activities in affected areas, which may, in turn, adversely
affect the Company Group’s business. Moreover, the PRC has experienced natural disasters like
earthquakes, floods and droughts in the past few years. Any future occurrence of severe natural disasters
in the PRC may materially and adversely affect its economy and therefore the Company Group’s
business. The Company Group cannot assure investors that any future occurrence of natural disasters or
outbreaks of epidemics and contagious diseases, or the measures taken by the PRC government or other
countries in response to such contagious diseases, will not seriously disrupt the Company Group’s
operations or those of the Company Group’s customers, which may have a material and adverse effect
on the Company Group’s business and results of operations.

38



RISKS RELATING TO THE BONDS AND THE GUARANTEE

The Issuer has limited financial resources.

The Issuer, which is a wholly-owned subsidiary of the Guarantor, is an indirect offshore subsidiary of
the Company. The Issuer does not conduct business or any other activities other than issuance and sale
of the Bonds and the lending of the proceeds of the offering to any company controlled, directly or
indirectly, by the Company and any other activities in connection therewith or related thereto. The
Issuer does not and will not have any material assets other than amounts due to it from the members of
the Company Group, and its ability to make payments under the Bonds depends on receipt of timely
remittances from the members of the Company Group from whom the amounts are due from. If the
Issuer does not receive sufficient payment from any member of the Company Group when any amount is
due from it as a result of any redemption (including redemption upon maturity and upon occurrence of a
Change of Control as described in ‘‘Terms and Conditions of the Bonds’’), the Issuer will not be able to
fulfil its obligations under the Bonds.

The Bonds and the Guarantee are unsecured obligations.

The Bonds and the Guarantee are unsecured obligations of the Issuer and the Guarantor, respectively.
The payment of the principal and interest of the Bonds and the payment under the Guarantee may be
adversely affected if:

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

• there is a default in or acceleration of payment under the Issuer’s or the Guarantor’s existing or
future secured indebtedness or other unsecured indebtedness.

If any of these events were to occur, Bondholders’ rights to receive payment pursuant to the Bonds and
the Guarantee may be subordinated to those of the creditors of the Issuer or the Guarantor as a result of
rule of law or secured priority in payment. There can be no assurance that the Issuer or the Guarantor
will have sufficient cash to pay amounts due on the Bonds after it satisfies the obligations due to other
creditors.

The Trustee may request holders of 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 to the Issuer pursuant to
Condition 9 of the Terms and Conditions of the Bonds and the taking of any actions and/or steps and/or
instituting proceedings pursuant to Condition 13 of the Terms and Conditions of the Bonds), the Trustee
may (at its sole discretion) request holders of Bonds to provide an indemnity and/or security and/or pre-
funding to its satisfaction before it takes any such actions and/or steps and/or institutes such proceeding
on behalf of holders of Bonds. The Trustee shall not be obliged to take any such actions and/or steps
and/or institute proceedings if not indemnified and/or secured and/or pre-funded to its satisfaction.
Negotiating and agreeing to an indemnity and/or security and/or pre-funding can be a lengthy process
and may impact on when any such actions and/or steps can be taken and/or when such proceedings can
be instituted. The Trustee may not be able to take such actions and/or steps and/or institute such
proceedings, notwithstanding the provision of an indemnity and/or security and/or pre-funding to it, in
breach of the terms of the Trust Deed (as defined in the Terms and Conditions of the Bonds) and in
such circumstances or where there is uncertainty or dispute as to the applicable laws or regulations and,
to the extent permitted by the agreements and the applicable law, it will be for the holders of Bonds to
take such actions and/or steps and/or institute such proceedings directly.
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The Issuer may be treated as a PRC resident enterprise for PRC tax purposes, which may subject the
Issuer to PRC income taxes on its worldwide income and interest payable by the Issuer to foreign
investors and gain from the sale of the Bonds.

Under the PRC Enterprise Income Tax Law (‘‘EIT Law’’) and its Implementing Regulation, which
became effective on January 1, 2008 and was amended on 24 February 2017 and 29 December 2018,
enterprises organised under the laws of jurisdictions outside the PRC with their ‘‘de facto management
bodies’’ located within the PRC are deemed to be ‘‘resident enterprises for PRC tax purposes,’’ and are
therefore subject to PRC enterprise income tax at the rate of 25 per cent. in respect of their income
sourced from both within and outside China. The Implementing Regulation defines the term ‘‘de facto
management body’’ as a management body that exercises substantial and overall control and
management over the production and operations, personnel, accounting and properties of an enterprise.
In addition, the Notice on Issues Concerning the Determination of Chinese-controlled Enterprises
Incorporated Overseas as Resident Enterprises on the Basis of Their De Facto Management Bodies
issued by the State Administration of Taxation (‘‘SAT’’)（國家稅務總局關於境外注冊中資控股企業依

據實際管理機構標準認定為居民企業有關問題的通知）on 22 April 2009 provides that a foreign
enterprise controlled by a PRC company or a PRC company group would be classified as a ‘‘resident
enterprise’’ with a ‘‘de facto management body’’ located within the PRC if all of the following
requirements are satisfied: (i) the senior management and core management departments in charge of
daily operations are located mainly within the PRC; (ii) financial and human resources decisions are
subject to determination or approval by persons or bodies in the PRC; (iii) major assets, accounting
books, company seals and minutes and files of board and shareholders’ meetings are located or kept
within the PRC; and (iv) at least half of the enterprise’s directors with voting rights, or senior
management, reside within the PRC. Pursuant to Promulgation of the Administrative Measures on
Income Tax on Overseas Registered Chinese – funded Holding Resident Enterprises (Trial
Implementation)（境外註冊中資控股居民企業所得稅管理辦法（試行））a circular issued by the SAT
which became effective on 1 September 2011 and the relevant rules, a foreign enterprise controlled by a
PRC company or a PRC company group shall be deemed a ‘‘resident enterprise’’ by the final decision of
the provincial or local tax authorities through the application of the foreign enterprise or the
investigation of the relevant tax authorities.

There is no assurance that the Issuer will not be treated as a ‘‘resident enterprise’’ under the EIT Law,
any aforesaid circulars or any amended regulations in the future. If the Issuer is treated as a PRC
resident enterprise for PRC enterprise income tax purposes, among other things, it would be subject to
the PRC enterprise income tax at the rate of 25 per cent. on its worldwide taxable income. Furthermore,
if the Issuer is treated as a PRC resident enterprise, payments of interest by the Issuer may be regarded
as derived from sources within the PRC and therefore the Issuer may be obligated to withhold PRC
income tax at 10 per cent. on payments of interest on the Bonds to non-PRC resident enterprise
investors without an establishment within the PRC or whose income has no connection to its
establishment with the PRC. In the case of non-PRC resident individual investors, the tax may be
withheld at a rate of 20 per cent..

In addition, if the Issuer is treated as a PRC resident enterprise, any gain realised on the transfer of the
Bonds by non-PRC resident investors may be regarded as derived from sources within the PRC and
accordingly may be subject to a 10 per cent. PRC income tax in the case of non-PRC resident
enterprises or 20 per cent. in the case of non-PRC resident individuals. The PRC tax on interest or gains
may be reduced or exempted under applicable tax treaties between the PRC and the Bondholder’s home
country. For example, according to an arrangement between the PRC and Hong Kong for the avoidance
of double-taxation, Bondholders who are Hong Kong residents, including both enterprise holders and
individual holders, may be exempted from PRC income tax on capital gains derived from a sale or
exchange of the Bonds. If a Bondholder, being a non-resident enterprise or non-resident individual, is
required to pay any PRC income tax on gains on the transfer of the Bonds, the value of the relevant
Bondholder’s investment in the Bonds may be materially and adversely affected.
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On 23 March 2016, the Ministry of Commerce of the People’s Republic of China and SAT issued the
Circular of Full Implementation of Replacing Business Tax with Value-Added Tax Reform (Caishui
[2016] No. 36) (‘‘Circular 36’’), which introduced a new value-added tax (‘‘VAT’’) from 1 May 2016.
According to Circular 36, VAT is applicable where the entities or individuals provide financial services
such as providing the loans within the PRC. The services are treated as being sold within the PRC
where either the service provider or the service recipient is located in the PRC. It is further clarified
under Circular 36 that the loans refers to the activity of lending capital for another’s use and receiving
the interest income thereon. Based on the definition of loans under Circular 36, the issuance of Bonds is
likely to be treated as the Bondholders providing the loans to the Issuer, which thus shall be regarded as
the financial services for VAT purposes. In the event the Issuer is deemed to be a PRC resident
enterprise in the PRC by the PRC tax authorities, the Bondholders may be regarded as providing the
financial services within the PRC and consequently, the amount of interest payable by the Issuer to any
non-resident Bondholders may subject to withholding VAT at the rate of 6 per cent. In addition, in that
case the holders of the Bonds shall also be subject to the local levies at approximately 12 per cent. of
the VAT payment. Circular 36 and 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 VAT on gains on the
transfer of the Bonds, the value of the relevant Bondholder’s investment in the Bonds may be materially
and adversely affected.

If the Issuer and/or the Guarantor is required to withhold PRC tax (including VAT) from interest
payments on the Bonds or the Guarantee, the Issuer and the Guarantor will be required, subject to
certain exceptions, to pay such additional amounts as will result in receipt by the holders of the Bonds
of such amounts as would have been received had no such withholding been required. In certain
circumstances, the Issuer and/or the Guarantor may have the option to redeem the Bonds prior to their
maturity upon the requirement to pay such additional amounts arising, and a Holder may not be able to
reinvest the redemption proceeds in comparable securities at the same rate of return of the Bonds. In
addition, the requirement to pay additional amounts will increase the cost of servicing interest payments
on the Bonds and could have an adverse effect on the Company Group’s financial condition.

The Issuer may not be able to redeem the Bonds upon the due date for redemption thereof.

The Issuer may, on the occurrence of a Change of Control (as defined under the Terms and Conditions
of the Bonds), and at maturity will, be required to redeem part or all of the Bonds. 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 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 other indebtedness of the Company Group.

If any member of the Company Group, such as the Issuer and the Guarantor, is unable to comply
with the restrictions and covenants in its respective debt agreements, or the Bonds, there could be a
default under the terms of these agreements, or the Bonds, which could cause repayment of the
relevant debt to be accelerated.

If the Issuer, the Guarantor or the Company is unable to comply with the restrictions and covenants in
the Bonds, or if any member of the Company Group, such as the Issuer and the Guarantor, is unable to
comply with its current or future debt obligations and other agreements, 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 Company or its relevant subsidiary, 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 Company Group’s debt agreements, and the Bonds, contain
(or may in the future contain) cross-acceleration or cross-default provisions. As a result, the default by
the Company or such subsidiary 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
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any of these events occur, there can be no assurance that the assets and cash flows of the Company
Group would be sufficient to repay in full all of their indebtedness, or that they would be able to find
alternative financing. Even if alternative financing could be obtained, there can be no assurance that it
would be on terms that are favourable or acceptable to any member of the Company Group, such as the
Issuer and the Guarantor.

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

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

The Terms and Conditions of the Bonds also provide that the Trustee may, without the consent of
holders of Bonds, agree to any modification of any of the Terms and Conditions of the Bonds or any
provisions of the Trust Deed, the Agency Agreement or the Keepwell Deed (other than in respect of
certain reserved matters) which in the opinion of the Trustee will not be materially prejudicial to the
interests of holders of Bonds and to any modification of any of the Terms and Conditions of the Bonds
or any provisions the Trust Deed, the Agency Agreement or the Keepwell Deed 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 Bonds, authorise or waive any
proposed breach or breach of the Bonds, the Trust Deed, the Agency Agreement or the Keepwell Deed
(other than a proposed breach or breach relating to the subject of certain reserved matters) if, in the
opinion of the Trustee, the interests of the holders of Bonds will not be materially prejudiced thereby.

The insolvency laws of the British Virgin Islands, Hong Kong and the PRC and other local insolvency
laws may differ from those of another jurisdiction with which the holders of the Bonds are familiar.

Because the Issuer is incorporated under the laws of the British Virgin Islands, the Guarantor is
incorporated under the laws of Hong Kong and the Company is incorporated under the laws of the PRC,
as applicable, any insolvency proceeding relating to the Issuer, the Guarantor and the Company would
likely involve insolvency laws of the British Virgin Islands, Hong Kong and the PRC, respectively, 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.

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

Each potential investor in any 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 relevant Bonds,
the merits and risks of investing in the relevant Bonds and the information contained in this
Offering Circular;

• have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the relevant 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
relevant Bonds;
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• understand thoroughly the terms of the relevant 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 scenarios for
economic, interest rate and other factors that may affect its investment and its ability to bear the
applicable risks.

A potential investor should not invest in Bonds which are complex financial instruments unless it has
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.

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 of the Bonds 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）, 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. 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 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. 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 with 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 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 bonds having the same Terms and Conditions as the Bonds in all respects (or in all respects save
for the issue date, the issue price, the first payment of interest on them (see ‘‘Terms and Conditions of
the Bonds – Further Issues’’) and so that such further issue will be consolidated and form a single series
with the Bonds 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.
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The interpretation of the NDRC circular may involve significant uncertainty, which may adversely
affect the enforceability and/or effective performance of the Bonds.

According to the NDRC Circular, if a PRC enterprise or an offshore branch or enterprise controlled by a
PRC enterprise wishes to issue bonds outside of the PRC with a tenor of one year or more, such PRC
enterprise must, in advance of issuing such bonds, file certain prescribed documents with the NDRC and
obtain the Enterprise Foreign Debt Pre-Issuance Registration Certificate（企業發行外債備案登記證明）
from the NDRC in respect of such issue. According to the NDRC Circular, the enterprise must also
report certain details of the bonds to the NDRC within ten PRC business days upon the completion of
the bond issue. The Company has registered the issuance of each series of the Bonds with the NDRC
and obtained a certificate from the NDRC dated 8 January 2020 evidencing such registration. The Issuer
(failing whom, the Guarantor) undertakes to file or cause to be filed with the NDRC the requisite
information and documents pursuant to Condition 4(c) of the Terms and Conditions of the Bonds.

Further, on 6 July 2019, the General office of the NDRC issued the Circular of the General Office of the
NDRC on the Relevant Requirements for the Filing and Registration of Issuance by Local State-owned
Enterprises of Foreign Debts（國家發展改革委辦公室關於對地方國有企業發行外債申請備案登記有關

要求的通知（發改辦外資[2019]666號））(‘‘Circular 666’’), which aims to strengthen the management of
local government debt and prevent the risks of medium and long-term foreign debts and hidden debt of
local government.

However, the interpretation of the NDRC Circular and the Circular 666 may involve significant
uncertainty. In particular, uncertainty in interpretation of the NDRC Circular which may adversely affect
the enforceability and/or effective performance of the Bonds. The administration of the NDRC Circular
may be subject to a certain degree of executive and policy discretion by the NDRC. In addition, there is
no assurance that the Issuer (failing whom, the Guarantor) will be able to comply with the NDRC
requirements to provide the notification of the particulars of the issue of the Bonds to the NDRC within
the prescribed time frame. The NDRC Circular is silent on the legal consequences of non-compliance
with the pre-issue and post-issue registration requirements, therefore, there is no assurance that the
failure to comply with the NDRC requirements would not result in any adverse consequences for the
Issuer, the Guarantor, the Bonds or the investors of the Bonds. There is also risk that the registration
with the NDRC may be revoked or amended in the future or that future changes in PRC laws and
regulations may have a negative impact on the performance or validity and enforceability of the Bonds
in the PRC. Potential investors of the Bonds are advised to exercise due caution when making their
investment decisions.

The Bonds will initially be represented by the Global Certificate and holders of a beneficial interest in
the Global Certificate must rely on the procedures of the relevant Clearing system(s).

Bonds will initially be represented by the Global Certificate. Such Global Certificate will be deposited
with a common depositary for Euroclear and Clearstream (each of Euroclear and Clearstream, a
‘‘Clearing System’’). Except in the circumstances described in the Global Certificate, investors will not
be entitled to receive definitive Bonds. The relevant Clearing System(s) 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, failing whom the Guarantor, will
discharge its payment obligations under the Bonds by making payments to the common depositary for
Euroclear and Clearstream for distribution to their account holders. A holder of a beneficial interest in
the Global Certificate must rely on the procedures of the relevant Clearing System to receive payments
under the Bonds. None of the Issuer, the Guarantor or the Company has any responsibility or liability
for the records relating to, or payments made in respect of, beneficial interests in the Global Certificate.

Holders of beneficial interests in the Global Certificate will not have a direct right to vote in respect of
the Bonds. Instead, such holders will be permitted to act only to the extent that they are enabled by the
relevant Clearing System to appoint appropriate proxies. Similarly, holders of beneficial interests in the
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Global Certificate will not have a direct right thereunder to take enforcement actions against the Issuer,
the Guarantor or the Company in the event of a default under the Bonds but will have to rely upon their
rights under the Trust Deed.

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.

RISKS RELATING TO THE KEEPWELL DEED

The Keepwell Deed is not a guarantee of the payment obligations under the Bonds and the
Guarantee.

The Company will execute a Keepwell Deed with the Issuer, the Guarantor and the Trustee, according to
which it will undertake, among other things, to ensure that the Issuer and the Guarantor has sufficient
liquidity to ensure timely payment of any amounts payable under the Bonds and the Guarantee in
accordance with their terms of payment as and when due. See ‘‘Description of the Keepwell Deed’’ for
further information. Neither the Keepwell Deed nor any actions taken by the Company thereunder can
be deemed as a guarantee by the Company for the payment obligation of the Issuer or the Guarantor
under the Bonds and the Guarantee. Accordingly, in the event of a payment default on the part of the
Issuer or the Guarantor, the Company will only be obliged to make sufficient funds available to the
Issuer or the Guarantor, rather than jointly or severally to assume the payment obligation, as in the case
of a guarantee. In addition, the holders of the Bonds will be subject to the conditions provided in the
Trust Deed for any actions to be taken against the Company to enforce the Keepwell Deed.

Furthermore, even if the Company intends to perform its obligations under the Keepwell Deed,
depending on the manner in which the Company performs its obligations under the Keepwell Deed so as
to arrange sufficient funds for the Issuer or the Guarantor to meet their respective payment obligations
under the Bonds and the Guarantee, such performance may be subject to all necessary regulatory or
governmental approvals, consents, licences, orders, permits, registrations, filings, clearances and any
other authorisations with and from relevant PRC governmental authorities, including without limitation,
the CSRC, the NDRC or its competent local counterpart, the Ministry of Commerce of the People’s
Republic of China or its competent local counterpart and SAFE or its competent local counterpart, as
applicable. There is no guarantee that the Company will obtain such approvals, consents, licences,
orders, permits, registrations, filings, clearances and authorisations. In addition, the relevant PRC
governmental authorities may from time to time impose restrictions on cross-border transfers which may
affect the Company’s ability to perform its obligations under the Keepwell Deed in a timely manner or
at all – such restrictions may include the imposition of prescribed minimum eligibility requirements,
maximum monetary limits and other verification and vetting requirements on any cross border transfers.

Consequently, although the Company is required to use all reasonable efforts to obtain any required
approvals, consents, licences, orders, permits, registrations, filings, clearances and authorisations in
order to fulfil its obligations under the Keepwell Deed, there is no assurance that the same will be
obtained in a timely manner or at all. In the event that the Company fails to obtain the requisite
approvals, consents, licences, orders, permits, registrations, filings, clearances and authorisations, the
Issuer or the Guarantor may have insufficient funds to discharge their outstanding payment obligations
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to the holders of the Bonds. In addition, the obligations under the Keepwell Deed may not give rise to a
debt claim in the event of any insolvency proceedings in relation to the Company, and accordingly the
bondholders may have limited or no remedies against the Company in connection with such insolvency
proceedings. Further, in the event of an insolvency of the Company, any sale proceeds received by the
Company may be subject to the insolvency claims of third parties. The Trustee’s claim against the sale
proceeds will be an unsecured claim and may rank lower in priority to any claims by secured third party
creditors of the Company. In addition, the Trustee will not have a direct claim against the sale proceeds
received by the Company. In addition, in the event of an insolvency of the Company, any transaction
deemed to be at an undervalued transaction may be set aside in insolvency proceedings. As a result of
the above and the risk described in ‘‘Risks Relating to the Company Group’s Business and Industry –

The information in this Offering Circular relating to the Company Group is derived and sourced from
publicly available sources and has not been independently verified or reviewed by the Company.’’,
investors should not unduly rely upon the Keepwell Deed and the information related to the Company
Group contained in this Offering Circular in making an investment decision on the Bonds.

In addition, under the Keepwell Deed, the Company will undertake, among other things, to cause the
Guarantor or the Issuer to have sufficient liquidity to ensure timely payment of any amounts payable in
respect of the Bonds and the Guarantee and all payments due under the Trust Deed and the Agency
Agreement. However, any claim by the Issuer, the Guarantor, the Trustee and/or Bondholders against
the Company in relation to the Keepwell Deed will be effectively subordinated to all existing and future
obligations of the Company’s subsidiaries (which do not guarantee the Bonds) and all claims by
creditors of such subsidiaries (which do not guarantee the Bonds) will have priority to the assets of such
entities over the claims of the Issuer, the Guarantor, the Trustee and/or Bondholders under the Keepwell
Deed.

The Issuer’s or the Guarantor’s claims under the Keepwell Deed may be structurally subordinated to
existing and future liabilities and obligations of the Company and will be structurally subordinated to
all existing and future liabilities and obligations of the Company’s subsidiaries.

As described above, under the Keepwell Deed, the Company will undertake with the Issuer, the
Guarantor and the Trustee, among other things, to cause the Issuer and the Guarantor to have sufficient
liquidity to ensure timely payment of any amounts payable in respect of the Bonds and the Guarantee.
Payments could be remitted by the Company out of the PRC to the Issuer or the Guarantor either as
inter-company loans to, or capital increases in, the Issuer or the Guarantor in order for them to meet
their respective payment obligations under the Bonds. The ability of the Company to make such
payments is subject to, among other things, its cash flow conditions, restrictions contained in its articles
of association, applicable laws, restrictions contained in its debt instruments and claims by its creditors.
Further, the Company derives part of its revenue from its subsidiaries. It thus may need to depend on
dividends or interest and principal payments from its subsidiaries to satisfy its obligations, including its
obligations under the Keepwell Deed.

As a result, any claim by the Issuer or the Guarantor or the Trustee against the Company in relation to
the Keepwell Deed will be effectively subordinated to existing and future claims of the secured creditors
of the Company and, in the case of payment by the Company to the Issuer or the Guarantor in the form
of capital increases, also to the claims of the other creditors of the Company. The Issuer’s or the
Guarantor’s claims will be further effectively subordinated to all existing and future claims of the
lenders, holders of debt securities and other creditors, including trade creditors, of the Company’s
subsidiaries (other than the Issuer), from which the Company derives a portion, though not a majority,
of its revenue. In the event of an insolvency, bankruptcy, liquidation, reorganisation, dissolution or
winding-up of the business of the Company or any of the Company’s subsidiaries (other than the Issuer),
the creditors of the Company or the creditors of the Company’s subsidiaries, as the case may be,
generally will have the right to be paid in full before any distribution is made to the Company or to the
Issuer or the Guarantor.
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Price of the Bonds may be affected by additional bonds issued by the Company Group following this
offering.

In order to maintain or adjust the capital structure, the Company Group will consider the macro
economic conditions, prevailing borrowing rate in the market and adequacy of cash flows generated
from operations and may further access the international capital markets. The Keepwell Deed does not
contain any covenant that limits or restricts the Company’s ability to issue other bonds or to provide
guarantee or indemnity in respect of other bonds, unless such bonds involve creation of any mortgage,
charge, lien or other security interest. If the Company issues other bonds outside the PRC or to provide
guarantee or indemnity in respect of other bonds issued outside the PRC, the Company is not obliged
under the Keepwell Deed to accord the holders of the Bonds with the same or an equivalent guarantee or
indemnity or the offer to exchange the Bonds for such new securities issued or guaranteed by the
Company. There can be no assurance that such future issuance or capital raising activity will not
adversely affect the market price of the Bonds.

RISKS RELATING TO THE MARKET GENERALLY

A trading market for the Bonds may not develop.

The Bonds are a new issue of securities for which there is currently no trading market. One or more
initial investors may subscribe for a material proportion of the aggregate principal amount of the Bonds
which may reduce the liquidity of the Bonds in the secondary trading market and such investors may
have certain influence on matters voted on by Bondholders. Accordingly, there can be no assurance as
to the liquidity of the Bonds or that an active trading market will develop. If such a market were to
develop, the Bonds could trade at prices that may be higher or lower than the initial issue price
depending on many factors, including prevailing interest rates, the Company Group’s operations and the
market for similar securities. Although application will be made for the listing of the Bonds on the Hong
Kong Stock Exchange, no assurance can be given as to the liquidity of, or trading marked for, the
Bonds. None of the Joint Lead Managers are obligated to make a market in the Bonds, and if any Joint
Lead Manager does so it may discontinue such market-making activity at any time without notice.
Further, the Bonds may be allocated to a limited number of investors, in which case liquidity may be
limited. In addition, the Bonds are being offered pursuant to exemptions from registration under the
Securities Act and, as a result, the holders of the Bonds will only be able to resell the 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. Please see ‘‘Subscription and Sale’’. None of the
Issuer, the Guarantor or the Company can predict or give any assurance as to whether an active trading
market for the Bonds will develop or be sustained or whether there will be any disruptions to trading in
the Bonds that may result in volatility in prices.

A small number of investors will purchase a significant percentage of the Bonds and may therefore be
able to significantly influence matters which require to be voted on by the Bondholders. Additionally,
this may reduce the liquidity of the Bonds in the secondary trading market.

A small number of investors may purchase a significant percentage of the Bonds in this offering. Any
holder of a significant portion of the Bonds may therefore be able to significantly influence, amongst
other matters, the convening of meetings and the passing of Extraordinary Resolutions (as defined in the
Trust Deed), which require to be voted on by the Bondholders. Additionally, the interests of these
substantial investors may be different from the interests of the other holders of the Bonds and the
significant portion of the Bonds to be held by them may reduce the liquidity of the Bondholders in the
secondary trading market. If any such Bondholder sells a material amount of the aggregate principal
amount of the Bonds at any one time, it may materially and adversely affect the trading price of the
Bonds.
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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 none of the Issuer, the Guarantor or the Company has any 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 each of
the Company Group’s revenue, earnings and cash flows and proposals of new investments, strategic
alliances and/or acquisitions, interest rates and fluctuations in prices for comparable companies or any
adverse change in the credit rating, revenues, earnings or results of operations could cause the price of
the Bonds to change. Any such developments may result in large and sudden changes in the volume and
price at which the Bonds will trade. There can be no assurance that these developments will not occur in
the future.

International financial markets and world economic conditions 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 Chinese securities 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. The
international financial markets have experienced significant volatility in recent years. If similar
developments occur in the international financial markets in the future, the market price of the Bonds
could be adversely affected.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth the Guarantor’s consolidated capitalisation and indebtedness as at 31
December 2019 on an actual basis and on an adjusted basis after giving effect to the issuance of the
Bonds before deducting the fees and commission and other estimated expenses payable by the Guarantor
in connection with the issuance with the Bonds. The following table should be read in conjunction with
the Guarantor’s consolidated financial information and related notes included in this Offering Circular.

As at 31 December 2019 As at 31 December 2019

Actual Actual As adjusted As adjusted

(HK$’000) (US$’000)(1) (HK$’000) (US$’000)(1)

(unaudited) (unaudited) (unaudited) (unaudited)
Current Borrowings
Borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,585,716 588,712 4,585,716 588,712
Corporate bonds . . . . . . . . . . . . . . . . . . . . . . . . . . 3,889,692 499,357 3,889,692 499,357

Total Current Borrowings . . . . . . . . . . . . . . . . . . 8,475,408 1,088,069 8,475,408 1,088,069
Non-current Borrowings
Borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,083 1,680 13,083 1,680
Bonds to be issued(2) . . . . . . . . . . . . . . . . . . . . . . – – 2,336,820 300,000

Total Non-current Borrowings . . . . . . . . . . . . . . . 13,083 1,680 2,349,903 301,680

Total Borrowings(3) . . . . . . . . . . . . . . . . . . . . . . . 8,488,491 1,089,749 10,825,311 1,389,749
Equity
Share capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,790,983 229,926 1,790,983 229,926
Reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23,620 3,032 23,620 3,032

Total Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,814,603 232,958 1,814,603 232,958
Total Capitalisation(4) . . . . . . . . . . . . . . . . . . . . . 10,303,094 1,322,707 12,639,914 1,622,707

Notes:

(1) This amount has been translated into Hong Kong dollars for convenience purpose at a rate of HK$7.7894 to US$1.00, which
is the noon buying rate for U.S. dollars in New York City for cable transfers in Hong Kong dollars on 31 December 2019 as
set forth in the H.10 weekly statistical release of the Federal Reserve Board.

(2) For illustrative purpose only, the aggregate principal amount of the Bonds to be issued has been presented as a liability in
‘‘As adjusted’’ column of the above table, before deducting the fees and commission and other estimated expenses payable
by the Guarantor in connection with the issuance with the Bonds.

(3) Total borrowings represents ‘‘Total Current Borrowings’’ and ‘‘Total Non-current Borrowings’’.

(4) Total capitalisation represents ‘‘Total Borrowings’’ and ‘‘Total Equity’’.

Since 31 December 2019, the Guarantor’s consolidated total borrowings had increased primarily due to
an increase in total current borrowings as a result of additional loan facilities from, among others, China
Construction bank (Asia) Corporation Limited, China Merchants Bank Co., Ltd., China Zheshang Bank
Co., Ltd., Huaxia Bank Co., Limited Hong Kong Branch, Industrial Bank Co., Ltd., Luso International
Banking Limited, Nanyang Commercial Bank, Limited and Ping An Bank Co., Ltd., China CITIC Bank
International Limited., Bank of China (Hong Kong) Limited, DanSing Bank, Limited, Chiyu Banking
Corporation Ltd., Chong Hing Bank, Shanghai Pudong Development Bank Co., Ltd, Hong Kong
Branch., China Minsheng Banking Crop., Ltd, Hong Kong Branch, Bank of Shanghai (Hong Kong)
Limited and Agricultural Bank of China Shanghai Branch with terms ranging from one year to three
years, as well as three series of private placement guaranteed bonds in an aggregate principal amount of
US$77 million issued by the Issuer in March 2020, each with a term of six months (the ‘‘March 2020
Bonds’’). Substantially all of the loan proceeds were used toward the full repayment of the Issuer’s
US$200 million guaranteed bonds that matured in March 2020 (the ‘‘Redeemed Bonds’’). The proceeds
of the March 2020 Bonds were used to repay existing debt obligations and for general corporate
purposes. As at 30 June 2020, the Guarantor’s consolidated total current borrowings – borrowings had
increased by approximately 29.47 per cent. as compared to the balance as at 31 December 2019.
Meanwhile, the Guarantor’s consolidated total current borrowings – corporate bonds had decreased by
approximately 23.73 per cent. as compared to the balance as at 31 December 2019, primarily due to the
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redemption of the Redeemed Bonds and partially offset by the issue of the March 2020 Bonds. In
addition, total equity had decreased slightly since the balance as at 31 December 2019 due to a decrease
in reserve which resulted from decreased retained profit and unfavourable foreign exchange reserve.

On 23 July 2020, the Company published an announcement in the PRC in connection with its proposed
capital injection into the Guarantor estimated to be of a maximum amount of RMB1,600 million (or an
equivalent amount in HK$). As at the date of this Offering Circular, completion of the capital injection
remains subject to the necessary regulatory or governmental approvals, consents, filings and clearances.
Please also see ‘‘Summary – Recent Development’’.

Other than as disclosed above, there has been no other material changes to the Guarantor’s consolidated
capitalisation and indebtedness since 31 December 2019.
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USE OF PROCEEDS

The proceeds from this offering are intended to be used to refinance existing offshore indebtedness.
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TERMS AND CONDITIONS OF THE BONDS

The following, subject to modification and other than the words in italics is the text of the terms and
conditions of the Bonds which will appear on the reverse of each of the definitive certificates evidencing
the Bonds:

The issue of 3.85 per cent. Bonds due 2023 in an aggregate principal amount of US$300,000,000 (the
‘‘Bonds’’) on 12 August 2020 (the ‘‘Issue Date’’) was authorised by resolutions of the board of
directors of Zhongtai International Finance (BVI) Company Limited（中泰國際財務（英屬維爾京群島）
有限公司）(the ‘‘Issuer’’) passed on 26 June 2020. The Bonds are guaranteed by Zhongtai Financial
International Limited（中泰金融國際有限公司）(the ‘‘Guarantor’’). The giving of the Guarantee (as
defined in Condition 3(b)) was authorised by resolutions of the board of directors of the Guarantor on
13 July 2020 and resolutions of the sole shareholder of the Guarantor on 13 July 2020. The Bonds are
constituted by, are subject to, and have the benefit of, a trust deed dated on or about 12 August 2020 (as
amended or supplemented from time to time, the ‘‘Trust Deed’’) between the Issuer, the Guarantor and
The Bank of New York Mellon, London Branch as trustee for itself and the holders of the Bonds (in
such capacity, the ‘‘Trustee’’, which expression shall, where the context so permits, include all persons
for the time being the trustee or trustees under the Trust Deed) and are the subject of an agency
agreement dated on or about 12 August 2020 (as amended and/or supplemented from time to time, the
‘‘Agency Agreement’’) between the Issuer, the Guarantor, The Bank of New York Mellon SA/NV,
Luxembourg Branch as registrar (in such capacity, the ‘‘Registrar’’, which expression shall include any
successor registrar appointed from time to time in connection with the Bonds) and as transfer agent (in
such capacity, the ‘‘Transfer Agent’’, which expression shall include any successor transfer agent
appointed from time to time in connection with the Bonds), The Bank of New York Mellon, London
Branch as principal paying agent (in such capacity, the ‘‘Principal Paying Agent’’, which expression
shall include any successor principal paying agent appointed from time to time in connection with the
Bonds), the Trustee and any other agents named therein. The ‘‘Agents’’ means the Principal Paying
Agent, the Registrar, the Transfer Agent, their respective successors and any other agent or agents
appointed from time to time with respect to the Bonds, and the ‘‘Paying Agents’’ includes the Principal
Paying Agent. The Bonds will also have the benefit of a Keepwell deed dated on or about 12 August
2020 (as amended or supplemented from time to time, the ‘‘Keepwell Deed’’) entered into by the Issuer,
the Guarantor, Zhongtai Securities Co., Ltd.（中泰証券股份有限公司）(the ‘‘Company’’) and the
Trustee. The entry into the Keepwell Deed has been approved by the board of directors and the
shareholders of the Company.

Certain provisions of these Conditions (as defined below) are summaries of the Trust Deed, the
Keepwell Deed and the Agency Agreement and subject to their detailed provisions. The Bondholders (as
defined below) are bound by, and are deemed to have notice of, all the provisions of the Trust Deed and
the Keepwell Deed and those provisions of the Agency Agreement applicable to them. Copies of the
Trust Deed, the Keepwell Deed and the Agency Agreement are available for inspection by the
Bondholders at all reasonable times during usual business hours (being between 9:00 a.m. and 3:00
p.m.) at the principal place of business in London of the Trustee (being at the Issue Date at One Canada
Square, London E14 5AL, United Kingdom) and at the specified office of the Principal Paying Agent
from time to time, in each case following prior written request and satisfactory proof of holding and
identity to the satisfaction of the Trustee or, as the case may be, the Principal Paying Agent.

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 US$200,000 and integral multiples of
US$1,000 in excess thereof.
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The Bonds are evidenced by registered certificates (‘‘Certificates’’) and, save as provided in
Condition 2(a), each Certificate shall evidence the entire holding of the Bonds by the same holder.

Title to the Bonds shall pass by registration in the register that the Issuer shall procure to be kept
by the Registrar outside of the United Kingdom in accordance with the provisions of the Agency
Agreement (the ‘‘Register’’). Except as ordered by a court of competent jurisdiction or as required
by law, the holder (as defined below) of any Bond shall be deemed to be and may 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 evidencing it or the theft or loss
of such Certificate and no person shall be liable for so treating the holder.

In these Conditions, ‘‘Bondholder’’ and (in relation to any Bond) ‘‘holder’’ means the person in
whose name a Bond is registered (or in the case of a joint holding, the first named thereof).

Upon issue, the Bonds will be evidenced by a global certificate (the ‘‘Global Certificate’’)
registered in the name of a nominee of, and deposited with, a common depositary for Euroclear
Bank SA/NV and Clearstream Banking S.A. These Conditions are modified by certain provisions
contained in the Global Certificate. See ‘‘Summary of Provisions Relating to the Bonds in Global
Form’’.

Except in the limited circumstances described in the Global Certificate, owners of interests in
Bonds evidenced by the Global Certificate will not be entitled to receive definitive Certificates in
respect of their individual holdings of Bonds. The Bonds are not issuable in bearer form.

2 Transfers of Bonds

(a) Transfer: A holding of Bonds may, subject to Condition 2(d) and Condition 2(e), be
transferred in whole or in part upon the surrender (at the specified office of the Registrar or
any Transfer Agent) of the Certificate(s) evidencing such Bonds to be transferred, together
with the form of transfer endorsed on such Certificate(s) (or another form of transfer
substantially in the same form and containing the same representations and certifications (if
any), unless otherwise agreed by the Issuer), duly completed and executed and any other
evidence as the Registrar or the relevant Transfer Agent may require to prove the title of the
transferor and the authority of the individuals who have executed such form of transfer. In
the case of a transfer of only part of a holding of Bonds evidenced 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 of Bonds, a
new Certificate evidencing the enlarged holding shall only be issued against surrender of the
Certificate evidencing the existing holding. All transfers of Bonds and entries on the Register
will be made in accordance with the detailed regulations concerning transfers of Bonds
scheduled to the Agency Agreement. No transfer of title to a Bond will be valid unless and
until entered on the Register. 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 by the
Registrar to any Bondholder following prior written request and satisfactory proof of holding
and identity to the satisfaction of the Registrar.

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

(b) Exercise of Options in Respect of Bonds: In the case of a partial exercise of a Bondholders’
option to require the Issuer to redeem the Bonds pursuant to Condition 6(c) in respect of a
holding of Bonds evidenced by a single Certificate, the holder of such single Certificate shall
be issued a new Certificate in respect of the part that is subject to the exercise of such option
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pending such redemption and a further new Certificate in respect of the balance of the
holding that is not subject to the exercise of such option. New Certificates shall only be
issued against surrender of the existing Certificates to the Registrar or the Transfer Agent.

(c) Delivery of New Certificates: Each new Certificate to be issued pursuant to Condition 2(a)
or 2(b) shall be made available for delivery within seven business days of receipt by the
Registrar, or as the case may be, any Transfer Agent of a duly completed and signed form of
transfer or Put Exercise Notice (as defined in Condition 6(c)), as the case may be, and
surrender of the existing Certificate(s). Delivery of the new Certificate(s) shall be made at the
specified office of the Transfer Agent or of the Registrar (as the case may be) to whom
delivery or surrender of such form of transfer or the Put Exercise Notice and the Certificate
shall have been made or, at the option of the Bondholder making such delivery or surrender
as aforesaid and as specified in the relevant form of transfer or Put Exercise Notice or
otherwise in writing, be mailed by uninsured post at the risk of the Bondholder entitled to the
new Certificate to such address as may be so specified, unless such Bondholder 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 2(c), ‘‘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).

(d) Transfer or Exercise Free of Charge: Certificates, on transfer, exercise of an option or
partial redemption of the Bonds, shall be issued and registered without charge by or on
behalf of the Issuer, the Registrar or any Transfer Agent, but upon (i) payment by the
relevant Bondholder of any and all tax or other governmental charges that may be imposed in
relation to it (or the giving of such indemnity, security and/or pre-funding to its satisfaction
as the Registrar or the relevant Transfer Agent may require); (ii) the Registrar or the relevant
Transfer Agent being satisfied in its absolute discretion with the documents of title or
identity of the person making the application; and (iii) the Registrar or the relevant Transfer
Agent (as the case may be) being satisfied that the regulations have been complied with.

(e) Closed Periods: No Bondholder may require the transfer of a Bond to be registered (i)
during the period of seven days ending on (and including) the due date for any payment of
the principal of that Bond, (ii) after a Put Exercise Notice (as defined in Condition 6(c)) has
been deposited by the relevant Bondholder in respect of such Bond pursuant to Condition
6(c), (iii) during the period of seven days ending on (and including) any Record Date (as
defined in Condition 7(a)) or (iv) after such Bond has been called for redemption pursuant to
Condition 6(b).

3 Status and Guarantee

(a) Status: The Bonds constitute direct, unconditional, unsubordinated and (subject to Condition
4(a)) unsecured obligations of the Issuer which 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 law and subject to
Condition 4(a), at all times rank at least equally with all its other present and future
unsecured and unsubordinated obligations.

(b) Guarantee: The Guarantor has unconditionally and irrevocably guaranteed the due payment
of all sums expressed to be payable by the Issuer under the Bonds and the Trust Deed. The
Guarantor’s obligations in respect of the Bonds and the Trust Deed (the ‘‘Guarantee’’) are
contained in the Trust Deed. The obligations of the Guarantor under the Guarantee shall, save
for such exceptions as may be provided by applicable law and subject to Condition 4(a), at
all times rank at least equally with all its other present and future unsecured and
unsubordinated obligations.
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4 Negative Pledge and Other Covenants

(a) Negative Pledge

So long as any Bond remains outstanding (as defined in the Trust Deed), neither the Issuer
nor the Guarantor shall, and each of the Issuer and the Guarantor shall ensure that none of
their respective Subsidiaries (other than any Listed Subsidiary and a Subsidiary of such
Listed Subsidiary) will, create, incur, assume or permit to subsist or have outstanding any
Security upon any of its present or future undertaking, assets or revenues to secure any
Relevant Indebtedness or any guarantee or indemnity in respect of such Relevant
Indebtedness, without at the same time or prior thereto (i) providing to the Bonds the same
security as is created or subsisting for such Relevant Indebtedness, guarantee or indemnity or
(ii) providing such other security for the Bonds as may be approved by an Extraordinary
Resolution (as defined in the Trust Deed) of Bondholders.

(b) Information Rights

For so long as any Bond remains outstanding:

(i) the Guarantor will deliver to the Trustee (A) within 180 days after the end of each
Relevant Period, a copy of the relevant Audited Financial Reports for each Relevant
Period and (B) within 90 days after the end of each Relevant Period, a copy of the
Unaudited Financial Reports prepared on a basis consistent with the Audited Financial
Reports; and

(ii) the Issuer and the Guarantor will each deliver to the Trustee within 180 days after the
end of each Relevant Period and also within 14 days of any request by the Trustee, a
certificate of the Issuer or, as the case may be, the Guarantor signed by one of the
Authorised Signatories of the Issuer or the Guarantor, as the case may be, confirming
that, having made all reasonable enquiries, to the best of the knowledge, information
and belief of the Issuer or the Guarantor, as the case may be, as at a date (the
‘‘Certification Date’’) not more than five days before the date of the certificate: (A) no
Event of Default or Potential Event of Default 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 (B) each of the Issuer and the Guarantor has
complied with all its obligations under the Trust Deed and the Bonds; and the Trustee
shall be entitled to rely conclusively upon the certificates mentioned above and shall
not be liable to any Bondholder or any other person for such reliance.

(c) Undertakings Relating to the NDRC

The Issuer (failing whom, the Guarantor) undertakes to file or cause to be filed with the
NDRC the requisite information and documents within the prescribed time period after the
Issue Date in accordance with the Circular on Promoting the Reform of the Filing and
Registration System on the Issuance by Enterprises of Foreign Debt（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 which came into effect on 14 September 2015, and any implementation rules as issued
by the NDRC from time to time (the ‘‘NDRC Post-issue Filing’’).

(d) Notification of Completion of the NDRC Post-issue Filing

The Issuer shall provide the Trustee with, within 60 PRC Business Days after the submission
of the NDRC Post-issue Filing, (i) a certificate in English substantially in the form set out in
the Trust Deed signed by an Authorised Signatory of the Issuer confirming the completion of
the NDRC Post-issue Filing; and (ii) copies of the relevant documents evidencing due filing
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with the NDRC (or any other document evidencing the completion of filing confirmed by
NDRC) (if any) and the particulars of filing (if any) certified in English as true and complete
copies of the originals by an Authorised Signatory of the Issuer (and the Trustee may rely
conclusively without liability to any Bondholder or any other person on such certification
provided by the Issuer), (the items specified in (i) and (ii) together, the ‘‘Filing
Documents’’).

In addition, the Issuer shall, within 10 PRC Business Days after the Filing Documents are
delivered to the Trustee, give notice to the Bondholders (in accordance with Condition 16)
confirming the completion of the NDRC Post-issue Filing.

The Trustee shall have no obligation or duty to monitor or assist with or ensure the NDRC
Post-issue Filing on or before the deadline referred to above or to verify the accuracy,
validity and/or genuineness of any documents in relation to or in connection with the NDRC
Post-issue Filing and/or the Filing Documents or any translation thereof or to give notice to
the Bondholders confirming the completion of the NDRC Post-issue Filing, and shall not be
liable to Bondholders or any other person for not doing so.

(e) Keepwell Deed

For so long as any Bond remains outstanding, each of the Issuer and the Guarantor covenants
to take all such actions as may be necessary in order to enable the Company to comply with
its obligations under the Keepwell Deed.

(f) Definitions

In these Conditions:

‘‘Audited Financial Reports’’ means annual audited consolidated statement of profit or loss
and other comprehensive income, statement of financial position and statement of cash flows
of the Guarantor together with any statements, reports (including any directors’ and auditor’s
reports) and notes attached to or intended to be read with any of them, each in the English
language;

a ‘‘Listed Subsidiary’’ of any person means any Subsidiary of such person whose ordinary
shares are listed or dealt in or traded on any internationally recognised stock exchange;

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

‘‘Potential Event of Default’’ means an event or circumstance which could with the giving
of notice, lapse of time, issue of a certificate and/or fulfilment of any other requirement
provided for in Condition 9 become an Event of Default;

‘‘PRC’’ means the People’s Republic of China which, for the purposes of these Conditions,
shall not include the Hong Kong Special Administrative Region, the Macau Special
Administrative Region and Taiwan;

‘‘PRC Business Day’’ means a day, other than a Saturday, Sunday or public holiday, on
which commercial banks are generally open for business in Beijing and Shandong;
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‘‘Relevant Indebtedness’’ means any present or future indebtedness that is in the form of, or
represented or evidenced by any bonds, notes, debentures, debenture stocks, loan stock
certificates or other securities, which are, or intended to be or capable of being, quoted, listed
or dealt in or traded on any stock exchange or over-the-counter market or other securities
market and has a final maturity of more than one year from its date of incurrence or issuance;

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

‘‘Security’’ means any mortgage, charge, pledge, lien, encumbrance, hypothecation, title
retention, security interest or security arrangement of any kind;

‘‘Subsidiary’’ of any person means (i) any company or other business entity of which that
person owns or controls (either directly or through one or more other Subsidiaries) more than
50 per cent. of the issued share capital or other ownership interest having ordinary voting
power to elect directors, managers or trustees of such company or other business entity, or
(ii) any company or other business entity which at any time has its accounts consolidated
with those of that person or which, under the law, 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; and

‘‘Unaudited Financial Reports’’ means semi-annual unaudited consolidated statement of
profit or loss and other comprehensive income and statement of financial position of the
Guarantor, each in the English language.

5 Interest

The Bonds shall bear interest on their outstanding principal amount from and including 12 August
2020 at the rate of 3.85 per cent. per annum, payable semi-annually in arrear in equal instalments
of US$19.25 per Calculation Amount (as defined below) on 12 February and 12 August in each
year (each an ‘‘Interest Payment Date’’) commencing on 12 February 2021. Each Bond will cease
to bear interest from the due date for redemption unless, upon surrender of the Certificate
evidencing such Bond, payment of principal or premium (if any) is improperly withheld or refused.
In such event it shall continue to bear interest at the same aforesaid 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 Bondholder, and (b) the day
falling seven days after the Trustee or the Principal Paying 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 holders under these Conditions).

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 US$1,000 in
principal amount of the Bonds (the ‘‘Calculation Amount’’). The amount of interest payable per
Calculation Amount for each Interest Period (and for any period less than a complete Interest
Period) shall be equal to the product of the rate of interest specified above, the Calculation
Amount and the relevant day-count fraction 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, rounding the resulting figure to the nearest cent (half a cent being rounded upwards).
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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 Tax 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 and the Trustee
and the Principal Paying Agent in writing (which notice shall be irrevocable), at their
principal amount, together with interest accrued to (but excluding) the date fixed for
redemption, if the Issuer (or, the Guarantor, as the case may be) satisfies the Trustee
immediately prior to the giving of such notice that (i) it 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 a Relevant Jurisdiction (as defined in
Condition 8), or any change in the application or official interpretation of 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 5 August 2020, and (ii) such
obligation cannot be avoided by the Issuer (or the Guarantor, as the case may be) taking
reasonable measures available to it, provided that no such notice of redemption shall be given
earlier than 90 days prior to the earliest date on which the Issuer (or the Guarantor, as the
case may be) would be obliged to pay such Additional Tax Amounts were a payment in
respect of the Bonds (or the Guarantee, as the case may be) then due.

Prior to the publication of any notice of redemption pursuant to this Condition 6(b), the
Issuer (or the Guarantor, as the case may be) shall deliver to the Trustee (A) a certificate
signed by an Authorised Signatory of the Issuer (or by an Authorised Signatory of the
Guarantor, as the case may be) stating that the obligation referred to in (i) above of this
Condition 6(b) cannot be avoided by the Issuer (or the Guarantor, as the case maybe) taking
reasonable measures available to it and (B) an opinion of independent tax or legal advisers of
recognised standing to the effect that the Issuer (or the Guarantor, as the case may be) has or
will become obliged to pay such Additional Tax Amounts as a result of such change or
amendment, and the Trustee shall be entitled to accept such certificate and opinion as
sufficient evidence of the satisfaction of the conditions precedent set out in (i) and (ii) above
of this Condition 6(b) without further enquiry and without liability to any Bondholder or any
other person, in which event the same shall be conclusive and binding on the Bondholders.

(c) Redemption for Relevant Events

At any time following the occurrence of a Relevant Event, the holder of each Bond will have
the right, at such holder’s option, to require the Issuer to redeem all, or some only (subject to
the proviso below), of such holder’s Bonds on the Put Date 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
Filing Event) of their principal amount, together with interest accrued to (but excluding) the
Put 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 the Principal Paying Agent or any other 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
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‘‘Put 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 Filing 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 that are the subject of the Put Exercise Notice delivered as aforesaid on the Put Date;
provided that, such holder shall have no right to require the Issuer to redeem such Bonds to
the extent that it would result in such holder holding an aggregate principal amount of Bonds
of less than US$200,000 immediately following the Put Date.

The Issuer or the Guarantor shall give notice to Bondholders (in accordance with Condition
16) and to the Trustee and the Principal Paying Agent in writing by not later than seven days
following the first day on which it becomes aware of the occurrence of a Relevant Event,
which notice shall specify the procedure for exercise by holders of their rights to require
redemption of the Bonds pursuant to this Condition 6(c).

Neither the Trustee nor any of the Agents shall be required to take any steps to ascertain
whether a Relevant Event has occurred or may occur and none of them shall be responsible
or liable to Bondholders for any loss arising from any failure to do so.

For the purposes of this Condition 6(c):

a ‘‘Change of Control’’ means the occurrence, at any time, of any of the following:

(i) the Guarantor ceasing to directly or indirectly hold or own 100 per cent. of the issued
share capital of the Issuer; or

(ii) the Company ceasing to directly or indirectly hold or own 100 per cent. of the issued
share capital of the Guarantor; or

(iii) other than the SASAC or any Person directly or indirectly Controlled by the central or
local government of the PRC, any Person or Persons (acting as a group) acquiring the
Control of the Company;

‘‘Control’’ means (i) the ownership, acquisition or control of more than 50 per cent. of the
voting rights of the issued share capital of a Person, whether obtained directly or indirectly,
or (ii) the right to appoint and/or remove all or the majority of the members of a Person’s
board of directors (excluding independent 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. For the avoidance of doubt, a Person is
deemed to Control another Person so long as it fulfils one of the two foregoing requirements
and the term ‘‘Controlled’’ has meanings correlative to the foregoing;

a ‘‘No Filing Event’’ occurs when the Filing Documents are not delivered to the Trustee in
accordance with Condition 4(d) within 60 PRC Business Days after the submission of the
NDRC Post-issue Filing;

a ‘‘Person’’ means any state-owned enterprise, individual, corporation, partnership, joint
venture, association, joint stock company, trust, unincorporated organisation, limited liability
company, government or any agency or political subdivision thereof or any other entity;

a ‘‘Relevant Event’’ means a Change of Control or a No Filing Event; and

‘‘SASAC’’ means the State-owned Assets Supervision and Administration Commission of the
PRC (including its local counterparts and its successor).
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(d) 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 specified in such notice in accordance with this Condition 6. If there
is more than one notice of redemption given in respect of any Bond (which shall include any
notice given by the Issuer (or the Guarantor, as the case may be) 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 or Put Exercise Notice and none of them shall be liable to Bondholders,
the Issuer, the Guarantor, the Company or any other person for not doing so.

(e) Purchase

Subject to applicable laws and regulations, the Issuer, the Guarantor, the Company and their
respective 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, the Guarantor,
the Company or any such Subsidiary, shall not entitle the holder to vote at any meetings of
the Bondholders and shall not be deemed to be outstanding for the purposes of, among other
things, calculating quorums at meetings of the Bondholders or for the purposes of Conditions
9, 12(a) and 13.

(f) Cancellation

All Certificates evidencing Bonds purchased by or on behalf of the Issuer, the Guarantor, the
Company or any of their respective Subsidiaries may be held, resold or surrendered to the
Registrar for cancellation. Any Certificates so surrendered for cancellation may not be
reissued or resold and the obligations of the Issuer and the Guarantor 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 any Paying Agent if no further payment
falls to be made in respect of the Bonds evidenced by such Certificates) in the manner
provided in Condition 7(a)(ii) below.

(ii) Interest on each Bond shall be paid on the due date for payment 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 in US dollars by wire transfer to the registered account of the holder of such
Bond. In these Conditions, the ‘‘registered account’’ of a holder means the US dollar
account maintained by or on behalf of such holder with a bank, details of which appear
in the Register at the close of business on the Record Date.

(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.
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Notwithstanding the foregoing, so long as the Global Certificate evidencing the Bonds is held
on behalf of Euroclear Bank SA/NV, Clearstream Banking S.A. or any alternative clearing
system, 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 1 January and
25 December.

(b) Payments subject to Fiscal Laws: All payments are subject in all cases to (i) any applicable
fiscal or other laws, regulations and directives 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, as
amended (the ‘‘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 commissions 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 on the first following day which is a Payment Business
Day) will be initiated on the due date for payment (or, if that date is not a Payment Business
Day, on the first following day which is a Payment Business Day), 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 a Payment Business Day on
which the Principal Paying Agent is open for business and on 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 the Guarantor 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 the Guarantor and do not assume any obligation or relationship of
agency or trust for or with any Bondholder. The Issuer and the Guarantor reserve 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 and the Guarantor shall at
all times maintain (i) a Principal Paying Agent, (ii) a Registrar with its specified office
outside of 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, in each case, as
approved in writing by the Trustee. Notice of any such change or any change of any
specified office of an Agent shall promptly be given by the Issuer, failing whom the
Guarantor, to the Bondholders in accordance with Condition 16 and to the Trustee.

(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, if the Bondholder is late in surrendering or cannot surrender its
Certificate (if required to do so) or if a transfer made in accordance with Condition 7(a)(ii)
reaches the registered account of the relevant holder after the due date for payment.

(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,
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Sunday or public holiday) on which commercial banks and foreign exchange markets are
generally open for business and settlement of US dollar payments in New York City or the
place in which the specified office of the Principal Paying Agent is located.

8 Taxation

All payments of principal, premium (if any) and interest by or on behalf of the Issuer or the
Guarantor in respect of the Bonds or under the Guarantee shall be made free and clear of, and
without withholding or deduction for or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature imposed, levied, collected, withheld or
assessed by or within the British Virgin Islands, Hong Kong or the PRC, in each case including
any political subdivision or authority therein or thereof having power to tax (a ‘‘Relevant
Jurisdiction’’), unless such withholding or deduction is required by law.

Where such withholding or deduction is made by the Issuer or, as the case may be, the Guarantor
by or within the PRC up to and including the aggregate rate applicable on 5 August 2020 (the
‘‘Applicable Rate’’), the Issuer or, as the case may be, the Guarantor 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 or, as the case may be, the Guarantor is required to make (a) a deduction or
withholding by or within the PRC in excess of the Applicable Rate, or (b) a deduction or
withholding by or within the British Virgin Islands or Hong Kong, in such event, the Issuer or, as
the case may be, the Guarantor 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. No withholding or deduction or additional tax
amounts shall be payable in respect of any Bond (or the Guarantee, as the case may be):

(i) Other connection: to a holder (or to a third party on behalf of a holder) who is liable to such
taxes, duties, assessments or governmental charges in respect of such Bond by reason of his
having or having had some connection with the Relevant Jurisdiction, 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
evidencing it is surrendered or presented for payment (where surrender or presentation is
required) more than 30 days after the Relevant Date except to the extent that the holder of it
would have been entitled to such Additional Tax Amounts on surrendering or presenting the
Certificate evidencing such Bond for payment on the last day of such period of 30 days.

For the purposes of these Conditions, ‘‘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 surrender or presentation of the Certificate evidencing such Bond being made in
accordance with these Conditions, such payment will be made; provided that payment is in fact
made upon such surrender or presentation.

9 Events of Default

If any of the following events (each an ‘‘Event of Default’’) occurs, the Trustee at its discretion
may, and if so requested in writing by holders of at least 25 per cent. in principal amount of the
Bonds then outstanding or if so directed by an Extraordinary Resolution shall (provided that in any
such case the Trustee shall have first been indemnified and/or secured and/or pre-funded to its
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satisfaction), give written notice to the Issuer and the Guarantor that the Bonds are, and they shall
immediately become, due and payable at 100 per cent. of their principal amount together (if
applicable) with accrued interest:

(a) Non-Payment: the Issuer fails to pay (i) principal, or premium (if any) on any Bond on the
date such amount is due and payable or (ii) interest on any Bond within 30 days after the due
date for such payment; or

(b) Breach of Other Obligations: the Issuer, the Guarantor or the Company does not perform or
comply with any one or more of its other obligations in the Bonds, the Trust Deed or the
Keepwell Deed (other than those referred to in Condition 9(a) or where such default gives
rise to a right of redemption pursuant to Condition 6(c)), which default either (i) is in the
opinion of the Trustee incapable of remedy or, (ii) if a default which is in the opinion of the
Trustee remediable, is not remedied within 30 days after notice of such default shall have
been given to the Issuer, the Guarantor or the Company by the Trustee (as the case may be);
or

(c) Cross-Acceleration: (i) any failure to pay upon final maturity when due or, as the case may
be, within any originally applicable grace period, the principal of any Indebtedness of the
Guarantor, the Issuer or any Principal Subsidiary, (ii) any other present or future
Indebtedness of the Guarantor, the Issuer or any Principal Subsidiary for or in respect of
moneys borrowed or raised becomes due and payable prior to its stated maturity by reason of
any actual default or event of default or (iii) any failure to pay any amount payable by the
Guarantor, the Issuer or any Principal Subsidiary under any guarantee or indemnity in respect
of any Indebtedness of any other Person thereof, when such amount is due or within any
originally applicable grace period (as the case may be); provided that the aggregate
outstanding Indebtedness in respect of which one or more of the events mentioned above in
this Condition 9(c) have occurred in aggregate equals or exceeds US$10,000,000 or its
equivalent (on the basis of the middle spot rate for the relevant currency against the US
dollar as quoted by any leading bank on the day on which this Condition 9(c) operates); or

(d) Judgments, Enforcement Proceedings and Security Enforced:

(i) any failure by the Guarantor, the Issuer or any Principal Subsidiary to pay one or more
final judgments from a court of competent jurisdiction, with an aggregate amount equals
or in excess of US$5,000,000 or its equivalent (on the basis of the middle spot rate for
the relevant currency against the US dollar as quoted by any leading bank on the day
on which this Condition 9(d) operates), and such judgments are not paid, discharged or
stayed for a period of 60 days; or

(ii) (A) a distress, attachment, execution, any other legal process is levied, enforced or sued
out on or against, or (B) any mortgage, charge, pledge, lien or other encumbrance,
present or future, 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),
in each case with respect to, a substantial part of the property, assets or revenues of the
Guarantor, the Issuer or any Principal Subsidiary, as the case may be, and is not
discharged or stayed within 60 days; or

(e) Insolvency: the Issuer, the Guarantor or any Principal Subsidiary is (or is, or could be,
deemed by law or a court to be) insolvent or bankrupt or unable to pay its debts, stops,
suspends or threatens to stop or suspend payment of all or a material part of (or of a
particular type of) its debts, proposes or makes any agreement for the deferral, rescheduling
or other readjustment of all of (or all of a particular type of) its debts (or of any part which it
will or might otherwise be unable to pay when due), proposes or makes a general assignment
or an arrangement or composition with or for the benefit of the relevant creditors in respect
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of any of such debts or a moratorium is agreed or declared or comes into effect in respect of
or affecting all or any part of (or of a particular type of) the debts of the Issuer, the
Guarantor or any Principal Subsidiary; or

(f) Winding-up: the Guarantor, the Issuer or any Principal Subsidiary institutes a voluntary case
or proceeding under applicable bankruptcy, insolvency, reorganisation or similar law, or any
other case or proceedings to be adjudicated bankrupt or insolvent, or the Guarantor, the
Issuer or any Principal Subsidiary files a petition or answer or consent seeking reorganisation
or relief for the winding up or dissolution of the Issuer or the Guarantor or any Principal
Subsidiary under applicable bankruptcy, insolvency, reorganisation or similar law, or
consents to the filing of any such petition or to the appointment of or taking possession by a
custodian, receiver, liquidator, assignee, trustee, sequestrator (or other similar official) of any
substantial part of the property of any of the Guarantor, the Issuer or any Principal
Subsidiary, or makes an assignment for the benefit of creditors, or takes corporate action in
furtherance of any such action, except, in the case of any Principal Subsidiary, for the
purpose of and followed by a reconstruction, amalgamation, reorganisation, merger or
consolidation (i) on terms approved by an Extraordinary Resolution of the Bondholders or
(ii) whereby the assets or undertakings of such Principal Subsidiaries are vested in or
otherwise transferred to the Guarantor, the Issuer or any Subsidiary; or

(g) 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(d)(ii), 9(e) and 9(f);
or

(h) 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, the Guarantor and the Company lawfully to enter into, exercise their
respective rights and perform and comply with their respective obligations under the Bonds,
the Trust Deed, the Agency Agreement and the Keepwell Deed (other than with regard to the
performance of and compliance with the obligations under the Keepwell Deed), (ii) to ensure
that those obligations are legally binding and enforceable and (iii) to make the Bonds, the
Trust Deed, the Agency Agreement and the Keepwell Deed admissible in evidence in the
courts of Hong Kong is not taken, fulfilled or done; or

(i) Illegality: it is or will become unlawful for any of the Company, the Guarantor or the Issuer
to perform or comply with any one or more of their respective obligations under any of the
Bonds, the Trust Deed or the Keepwell Deed; or

(j) Unenforceability of Guarantee: the Guarantee is unenforceable or invalid or shall for any
reason cease to be in full force and effect or is claimed to be unenforceable, invalid or not in
full force and effect by the Issuer or the Guarantor; or

(k) Keepwell Deed: the Keepwell Deed is not (or is claimed by the Company to not be) in full
force and effect, or the Keepwell Deed is modified, amended or terminated, other than
strictly in accordance with its terms.

In this Condition 9:

‘‘Indebtedness’’ shall mean, in relation to any Person, without duplication, (i) any outstanding
indebtedness for or in respect of money borrowed or raised (including bonds, debentures, notes or
other similar instruments, whether or not listed) that is evidenced by any agreement or instrument
(excluding trade payables) and (ii) all non-contingent obligations of such Person to reimburse any
bank or other Person in respect of amounts paid under a letter of credit or similar instrument; and
(iii) all Indebtedness of others guaranteed by such Person; and
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‘‘Principal Subsidiary’’ at any time shall mean any Subsidiary of the Guarantor:

(i) whose total assets or (in the case of a Subsidiary of the Guarantor which itself has
Subsidiaries) consolidated total assets attributable to the Guarantor (in each case after
deducting minority interests in Subsidiaries) are at least 10 per cent. of the consolidated total
assets of the Guarantor and its Subsidiaries; or

(ii) whose net profits or (in the case of a Subsidiary of the Guarantor which itself has
Subsidiaries) consolidated net profits attributable to the Guarantor (in each case after
deducting minority interests in Subsidiaries) are at least 10 per cent. of the consolidated net
profits of the Guarantor and its Subsidiaries, as calculated by reference to the then latest
audited financial statements (consolidated or, as the case may be, unconsolidated) of the
Subsidiary of the Guarantor and the then latest audited consolidated financial statements of
the Guarantor;

provided that:

(A) in the case of a Subsidiary of the Guarantor acquired after the end of the financial
period to which the then latest consolidated audited accounts of the Guarantor relate,
the reference to the then latest audited accounts of the Guarantor for the purposes of the
calculation above shall, until consolidated audited accounts of the Guarantor for the
financial period in which the acquisition is made are published, be deemed to be a
reference to the accounts adjusted to consolidate the latest audited accounts of the
Subsidiary in the accounts;

(B) if, in the case of a Subsidiary of the Guarantor which itself has one or more
Subsidiaries, non-consolidated accounts are prepared and audited, its consolidated assets
and consolidated net profits shall be determined on the basis of pro forma consolidated
accounts of the relevant Subsidiary and its Subsidiaries prepared for this purpose and
opined on by its auditors;

(C) if the accounts of a Subsidiary of the Guarantor (not being a Subsidiary referred to in
paragraph (A) above) are not consolidated with those of the Guarantor then the
determination of whether or not the Subsidiary is a Principal Subsidiary shall, if the
Guarantor requires, be based on a pro forma consolidation of its accounts (consolidated,
if appropriate) with the audited consolidated accounts of the Guarantor and its
Subsidiaries; or

(iii) to which is transferred all or substantially all of the assets of a Subsidiary of the Guarantor
which immediately prior to the transfer was a Principal Subsidiary; provided that, with effect
from such transfer, the Subsidiary which so transfers its assets and undertakings shall cease
to be a Principal Subsidiary (but without prejudice to paragraphs (i) or (ii) above of this
definition).

10 Prescription

Claims against the Issuer and the Guarantor for payment in respect of the Bonds and/or the
Guarantee (as applicable) 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.
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11 Replacement of Certificates

If any Certificate is lost, stolen, mutilated, defaced 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 may require (provided that, the requirement is reasonable in light of
prevailing market practice) or as the Registrar and/or the relevant Transfer Agent may require.
Mutilated or defaced Certificates must be surrendered before replacements will be issued.

12 Meetings of Bondholders, Modification and Waiver

(a) Meetings of Bondholders: The Trust Deed contains provisions for convening meetings of
Bondholders to consider matters affecting their interests, including without limitation the
sanctioning by Extraordinary Resolution of a modification of any of these Conditions or any
provisions of the Trust Deed, or the Keepwell Deed. Such a meeting may be convened by the
Issuer, the Guarantor or the Trustee and shall be convened by the Trustee if requested in
writing to do so by Bondholders holding not less than 10 per cent. in principal amount of the
Bonds for the time being outstanding and subject to it 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 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 consideration of proposals, inter alia, (i) to modify the
maturity of the Bonds or the dates on which interest or premium (if any) 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 modify the provisions concerning the quorum required at any meeting of
Bondholders or the majority required to pass an Extraordinary Resolution, (v) to modify,
amend or terminate the Keepwell Deed or the Guarantee (other than in accordance with their
respective terms and subject to Condition 12(b)), or (vi) to pass an Extraordinary Resolution
to direct the Trustee to institute proceedings in relation to the Keepwell Deed in accordance
with Condition 13, in which case the necessary quorum will be two or more persons holding
or representing not less than 66 per cent., or at any adjourned meeting not less than 33 per
cent., in 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 holders of
not less than 90 per cent. in aggregate principal amount of the Bonds 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.

(b) Modification of the Trust Deed and the Keepwell Deed: The Trustee may, but is not
obliged to, agree, without the consent of the Bondholders, to (i) any modification of any of
these Conditions or any of the provisions of the Trust Deed or the Keepwell Deed that is in
its opinion of a formal, minor or technical nature or is made to correct a manifest error or to
comply with any mandatory provision of applicable law, and (ii) any other modification
(except as mentioned in the Trust Deed), and any waiver or authorisation of any breach or
proposed breach, of any of these Conditions and/or any of the provisions of the Trust Deed
or the Keepwell Deed that is in the opinion of the Trustee not materially prejudicial to the
interests of the Bondholders. Any such modification, authorisation or waiver shall be binding
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on the Bondholders and, unless the Trustee otherwise agrees, such modification, authorisation
or waiver shall be notified by the Issuer, failing whom, the Guarantor, to the Bondholders as
soon as practicable thereafter.

(c) Entitlement of the Trustee: In connection with the exercise of its functions, rights, powers
and 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 on behalf of the Bondholders, nor shall any Bondholder be entitled
to claim, from the Issuer, the Guarantor or the Trustee (as the case may be) any
indemnification or payment in respect of any tax consequence of any such exercise upon
individual Bondholders.

(d) Directions from Bondholders: Notwithstanding anything to the contrary in these Conditions,
the Trust Deed, the Agency Agreement or the Keepwell Deed, whenever the Trustee is
required or entitled by the terms of these Conditions, the Trust Deed, the Agency Agreement
or the Keepwell Deed to exercise any discretion or power, take any action, make any
decision or give any direction or certification, 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 or certification, to seek directions from the Bondholders by way of an
Extraordinary Resolution and to have been indemnified, provided with security and/or pre-
funded to its satisfaction against all action, proceedings, claims and demands to which it may
be or become liable and all costs, charges, damages, expenses (including without limitation
legal expenses) and liabilities which may be incurred by it in connection therewith, and the
Trustee is not responsible for any loss or liability incurred by the Issuer, the Guarantor, the
Company, the Bondholders or any 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
certification where the Trustee is seeking such directions from the Bondholders or in the
event that no direction is given to the Trustee by the Bondholders (whether given by
Extraordinary Resolution or otherwise as contemplated or permitted by the Trust Deed and/or
the Bonds).

13 Enforcement

At any time after the Bonds become due and payable, the Trustee may, at its discretion and
without further notice, take such actions and/or steps and/or institute such proceedings against the
Issuer, the Guarantor and/or the Company as it may think fit to enforce the terms of the Trust
Deed, the Bonds and/or the Keepwell Deed, but it need not take any such actions or steps and/or
institute any 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. of the aggregate
principal amount of the Bonds outstanding, and (b) it shall first have been indemnified and/or
secured and/or pre-funded to its satisfaction. No Bondholder may proceed directly against the
Issuer, the Guarantor and/or the Company 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 any steps and/or
actions and/or instituting proceedings to enforce its rights under the Trust Deed, the Agency
Agreement, the Keepwell Deed and/or these Conditions unless first indemnified and/or secured
and/or pre-funded to its satisfaction. The Trustee is entitled to enter into business transactions with
the Issuer, the Guarantor and/or the Company and any entity related (directly or indirectly) to the
Issuer, the Guarantor and/or the Company without accounting for any profit.
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None of the Trustee or any of the Agents shall be responsible for the performance by the Issuer,
the Guarantor, the Company and any other person appointed by the Issuer and/or the Guarantor in
relation to the Bonds of the duties and obligations on their part expressed in respect of the same.
None of the Trustee and the Agents need do anything to ascertain whether any Event of Default or
Potential Event of Default has occurred and none of them will be responsible to Bondholders or
any other person for any loss arising from any failure by it to do so. Unless it has written notice
from the Issuer, the Guarantor or the Company to the contrary, the Trustee and each Agent shall be
entitled to assume that the duties and obligations of the Issuer, the Guarantor, the Company and
any other person appointed by the Issuer and/or the Guarantor in relation to the Bonds are being
duly performed. None of the Trustee or any Agent shall be liable to the Issuer, the Guarantor, the
Company and/or any Bondholder 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 holders of the requisite principal
amount of Bonds outstanding or passed at a meeting of Bondholders convened and held in
accordance with the Trust Deed. Whenever the Trustee is required or entitled by the terms of the
Trust Deed, the Agency Agreement, the Keepwell Deed 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 its exercising any such discretion or power, taking any such action, making any
such decision, or giving any such direction, to seek directions from the Bondholders by way of an
Extraordinary Resolution, and the Trustee is not responsible for any loss or liability incurred by
any person as a result of any delay in it exercising such discretion or power, taking such action,
making such decision, or giving such direction where the Trustee is seeking such directions or in
the event that no such directions are received. The Trustee shall not be under any obligation to
monitor compliance with the provisions of the Trust Deed, the Agency Agreement, the Keepwell
Deed or these Conditions.

The Trustee may rely without liability to Bondholders, the Issuer, the Guarantor, the Company
and/or any other person on any report, confirmation, opinion, certificate, advice or information of
or from any accountants, lawyers, financial advisers, financial institution or any other expert,
whether or not obtained by or addressed to it and whether their liability in relation thereto is
limited (by its terms or by any engagement letter relating thereto entered into by the Trustee or any
other person 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, confirmation, opinion,
certificate, information or advice, in which event such report, confirmation, opinion, certificate,
information or advice shall be binding on the Issuer, the Guarantor, the Company, the Trustee and
the Bondholders.

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, the Guarantor, the Company and their respective
Subsidiaries, 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 may from time to time without the consent of the Bondholders 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, issue price, amount of the first payment of interest on them and the description
of the Bonds (including the further Bonds), related corporate resolutions as set out in the
introductory paragraphs to these Conditions and the timing for complying with the NDRC Post-
issue Filing) and so that such further issue 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 bonds issued pursuant to this Condition 15 and forming a single
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series with the Bonds. Any further bonds forming a single series with the outstanding Bonds
constituted by the Trust Deed or any deed supplemental to it shall be constituted by a deed
supplemental to the Trust Deed.

16 Notices

Notices to the holders of Bonds shall be mailed to them by uninsured mail at their respective
addresses in the Register and deemed to have been given on the fourth weekday (being a day other
than a Saturday, a Sunday or a public holiday) 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 such 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 Global Certificate is held on behalf of Euroclear Bank SA/NV and/or Clearstream
Banking S.A. or any alternative clearing system, any notice to the holders of the Bonds shall be
validly given by the delivery of the relevant notice to Euroclear Bank SA/NV and/or Clearstream
Banking S.A. or any alternative clearing system, for communication by the relevant clearing
system to entitled accountholders in substitution for notification as required by the Conditions and
shall be deemed to have been given on the date of delivery to such clearing system.

17 Contracts (Rights of Third Parties) Act 1999

Without prejudice to the rights of the Bondholders as contemplated in Condition 13, no person
shall have any right to enforce any term or condition of the Bonds under the Contracts (Rights of
Third Parties) Act 1999.

18 Governing Law and Jurisdiction

(a) Governing Law: The Trust Deed, the Agency Agreement, the Guarantee, the Keepwell Deed
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 Guarantee, the Trust
Deed, the Agency Agreement and the Keepwell Deed and accordingly any legal action or
proceedings arising out of or in connection with any Bonds, the Guarantee, the Trust Deed,
the Agency Agreement or the Keepwell Deed (‘‘Proceedings’’) may be brought in such
courts. The Issuer and the Guarantor and the Company have in the Trust Deed and Keepwell
Deed, as applicable, irrevocably submitted to the exclusive 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 the Guarantor (at the
Guarantor’s principal place of business at 19/F., Li Po Chun Chambers, 189 Des Voeux Road
Central, Hong Kong) to receive service of process in any Proceedings in Hong Kong based
on any of the Bonds. If for any reason the Guarantor no long maintains a principal place of
business in Hong Kong, the Issuer and the Guarantor will each promptly appoint a process
agent and notify the Bondholders of such appointment. Nothing herein shall affect the right
to serve process in any other manner permitted by law.
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(d) Waiver of Immunity: To the extent that the Issuer or the Guarantor may in any jurisdiction
claim for itself or its property immunity from any Proceedings, and to the extent that in any
such jurisdiction there may be attributed to the Issuer or the Guarantor or its property such
immunity (whether or not claimed), the Issuer or the Guarantor, as the case may be, hereby
irrevocably agrees not to claim and hereby irrevocably waives and will waive such immunity
in the face of the courts.
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DESCRIPTION OF THE KEEPWELL DEED

The following contains summaries of certain key provisions of the Keepwell Deed. Such statements do
not purport to be complete and are qualified in their entirety by reference to the Keepwell Deed.

Under the Keepwell Deed, the Company will undertake with the Issuer, the Guarantor and the Trustee
that (i) it shall directly or indirectly own and hold all the outstanding shares of each of the Issuer and
the Guarantor and will not directly or indirectly pledge, or in any way encumber or otherwise dispose of
any such shares, unless required to dispose of any or all such shares pursuant to a court decree or order
of any governmental authority and (ii) it shall procure the Guarantor to directly or indirectly own and
hold all the outstanding shares of the Issuer.

In addition, the Company will undertake that it shall cause:

(i) each of the Issuer and the Guarantor to have a Consolidated Net Worth (as defined in the Keepwell
Deed) of at least US$1.00 (or its equivalent in other currency) at all times; and

(ii) each of the Issuer and the Guarantor to have sufficient liquidity to ensure timely payment by each
of them of any amounts payable in respect of the Bonds and the Guarantee in accordance with the
Trust Deed and the Terms and Conditions of the Bonds and all payments due under the Trust Deed
and the Agency Agreement.

If the Issuer or the Guarantor at any time determines that it will have insufficient liquidity to meet any
of its payment obligations under the Bonds, the Guarantee or the Trust Deed as they fall due, then the
Issuer and/or the Guarantor shall promptly notify the Company of the shortfall and the Company will
make available, or procure the availability of, to the Issuer or the Guarantor, as the case may be, before
the due date of the relevant payment obligations, sufficient funds by means as permitted by applicable
laws and regulations so as to enable the Issuer or the Guarantor, as the case may be, to meet such
payment obligations in full as they fall due, provided, however, that the Company shall not in any event
be required to perform any part of the payment obligation under the Bonds, the Guarantee or the Trust
Deed in lieu of the Issuer or the Guarantor, as the case may be. Each of the Issuer and the Guarantor
shall use any funds it obtains in accordance with the Keepwell Deed solely for the payment, when due,
of such payments obligations under the Bonds, the Guarantee or the Trust Deed, as the case may be.

For so long as the Bonds are outstanding, the Company will undertake to the Issuer, the Guarantor and
the Trustee in the Keepwell Deed:

• to procure that the memorandum and articles of association of each of the Issuer and the Guarantor
shall not be amended in a manner that is, directly or indirectly, materially adverse to Bondholders;

• to cause each of the Issuer and the Guarantor to remain in full compliance with the Terms and
Conditions of the Bonds, the Guarantee, the Trust Deed, the Keepwell Deed and all applicable
rules and regulations in the British Virgin Islands, Hong Kong and, in relation to the performance
of each of the Issuer’s and the Guarantor’s obligations under the Bonds, the Guarantee, the Trust
Deed and the Keepwell Deed, all applicable rules and regulations under English law; and

• promptly to do all such things and take any and all such actions necessary to comply with its
obligations under the Keepwell Deed, and to cause each of the Issuer and the Guarantor to do all
such things and take any and all such actions necessary in a timely manner to comply with its
obligations under the Keepwell Deed.
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The Keepwell Deed is not, and nothing therein contained and nothing done pursuant thereto by the
Company shall be deemed to constitute, or shall be construed as, or shall be deemed evidence of, a
guarantee by or any legally binding obligation of the Company of the payment of any obligation,
indebtedness or liability, of any kind or character whatsoever, of the Issuer or the Guarantor under the
laws of any jurisdiction, including the PRC.

The parties to the Keepwell Deed will acknowledge that in order for the Company to comply with its
obligations under the Keepwell Deed, it may be subject to necessary regulatory or governmental
approvals, consents, licences, orders, permits, registrations, clearances and any other authorisations or
filings with the relevant approval authorities.

The Keepwell Deed may only be modified, amended or terminated by the written agreement of the
parties thereto.

The Keepwell Deed will be governed by and construed in accordance with English law.
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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 of the Bonds set out in this Offering
Circular. Terms defined in the Terms and Conditions of the Bonds have the same meaning in the
paragraphs below. The following is a summary of certain of those provisions.

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, promises to pay such principal and interest
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 of the Bonds.

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 (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. In such circumstances, 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.

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 shown as the holder of the Bonds in the
Register at the close of business on the Clearing System Business Day immediately prior to the due date
for such payments, where ‘‘Clearing System Business Day’’ means a weekday (Monday to Friday,
inclusive) except 25 December and 1 January.

CALCULATION OF INTEREST

So long as the Bonds are represented by the 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 Conditions, save that the calculation is made in respect of the total
aggregate amount of the Bonds represented by such Global Certificate.

TRUSTEE’S POWERS

In considering the interests of the 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 obliged 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 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 holder of the Bonds in
respect of which such Global Certificate is issued.
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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 Bondholders may be
given by delivery of the relevant notice to Euroclear or Clearstream or such Alternative Clearing
System, for communication by it to entitled accountholders in substitution for notification as required by
the Terms and Conditions of the Bonds.

BONDHOLDER’S REDEMPTION

The Bondholder’s redemption option in Condition 6(c) of the Terms and Conditions of the Bonds may
be exercised by the holder of the Global Certificate giving notice to the Principal Paying Agent of the
principal amount of Bonds in respect of which the option is exercised within the time limits specified in
the Terms and Conditions of the Bonds.

ISSUER’S REDEMPTION

The option of the Issuer provided for in Condition 6(b) of the Terms and Conditions of the Bonds 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 of the Bonds.

TRANSFERS

Transfers of interests in the Bonds 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 by the Issuer following its redemption or purchase by the Issuer, the
Guarantor, the Company or any of their respective subsidiaries will be effected by reduction in the
principal amount of the Bonds in the register of Bondholders.

MEETINGS

For the purposes of any meeting of Bondholders, the holder of the Bonds represented by the Global
Certificate shall 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 integral currency unit of the currency
of the Bonds.
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DESCRIPTION OF THE ISSUER

OVERVIEW

The Issuer was incorporated as a business company with limited liability on 11 August 2014 under the
laws of the British Virgin Islands. The Issuer’s company number is 1836619. The registered office of the
Issuer is Commerce House, Wickhams Cay 1, P.O. Box 3140, Road Town, Tortola, VG1110, British
Virgin Islands.

The Issuer is authorised to issue a maximum of 50,000 ordinary shares of a single class without par
value. The Issuer has one share in issue. None of the equity securities of the Issuer is listed or dealt on
any stock exchange and no listing or permission to deal in such securities is being or is proposed to be
sought.

BUSINESS ACTIVITIES

The Issuer is a wholly-owned subsidiary of the Guarantor. As at the date of this Offering Circular, the
Issuer has not engaged in any material activities other than those relating to the issue of RMB1,500
million senior bonds in September 2014, the issue of US$200 million guaranteed bonds in February
2018, the issue of US$200 million guaranteed bonds in March 2019, the issue of three series of private
placement guaranteed bonds in an aggregate principal amount of US$77 million in March 2020 and the
proposed issue of the Bonds. The Issuer has no subsidiary.

DIRECTORS

As at the date of this Offering Circular, the board of directors of the Issuer consists of three members,
namely Mr. Zhang Yanfeng, Mr. Han Dong and Mr. Geng Bofeng.

FINANCIAL INFORMATION

Under the laws of the British Virgin Islands, the Issuer is not required to publish interim or annual
financial statements. As at the date of this Offering Circular, the Issuer has not published, and does not
propose to publish, any financial statements. The Issuer is, however, required to keep such accounts and
records that are sufficient to show and explain the Issuer’s transactions and will, at any time, enable the
financial position of the Issuer to be determined with reasonable accuracy.
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DESCRIPTION OF THE GUARANTOR GROUP

OVERVIEW

The Guarantor Group is an integrated securities group that offers a wide range of financial services and
products in Hong Kong. The Guarantor was established in June 2011 by the Company with CSRC’s
approval to capture the growing cross-border business opportunities in offshore financial markets. The
Guarantor serves as the principal overseas platform of the Company to implement its international
expansion strategies. The Guarantor Group obtained its first licences from the SFC in November 2012
and December 2012, which allow it to engage in securities dealing transactions and futures contracts
dealing transactions, respectively, in Hong Kong. The Guarantor was awarded ‘‘Top 3 Breakthrough
Brokers of the Year’’ in the Stock Connect Awards 2019 by the Hong Kong Stock Exchange according
to its total improvement of ranking in trading Northbound Stock Connect based on total turnover from
28 November 2018 to 29 November 2019. It was also named ‘‘Star Investment Bank in Capital Market’’
by China Financial Market Magazine and ‘‘Hong Kong Leading International Financial Services Brand’’
by Global Brands Magazine in 2019. In 2020, the Guarantor was named ‘‘Hong Kong Best Cross Border
Financial Services Brand’’ by Global Brands Magazine. For the years ended 31 December 2017, 2018
and 2019, the Guarantor Group’s revenue was HK$802.6 million, HK$991.4 million and HK$1,111.8
million, respectively. As at 31 December 2017, 2018 and 2019, the Guarantor Group’s total current
assets were HK$8,657.6 million, HK$10,610.5 million and HK$9,374.7 million, respectively.

The Guarantor Group has a diversified business portfolio and it manages its business mainly in seven
segments. The following table sets forth a breakdown of the Guarantor Group’s business segments and
principal financial products and services:

Business Segments Principal Financial Products and Services

Securities and futures brokerage . . . . • Securities brokerage

• Futures and options brokerage

• Margin financing and securities lending and refinancing

• Wealth management

• Agency of financial products

Investment banking . . . . . . . . . . . . • Equity placement and underwriting

• Debt placement and underwriting

• IPO sponsoring

• Corporate finance advisory

• Merger & Acquisition

Asset management . . . . . . . . . . . . . . • Collective and targeted asset management

• Mutual funds management

• Private equity fund management

• Management of enterprise annuities

• RQFII
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Business Segments Principal Financial Products and Services

FICC . . . . . . . . . . . . . . . . . . . . . . • Debts, foreign exchange, stocks and derivatives and other
securities proprietary trading business

• OTC structured products brokerage and distribution

• Cash and bonds market making transactions

• Structural product trading and hedging transactions

• Issue of bonds, stocks and other large commodities

Insurance brokerage . . . . . . . . . . . . • Life insurance brokerage

• Health insurance brokerage

• Investment related insurance brokerage

• General insurance brokerage

Finance lease . . . . . . . . . . . . . . . . . • Financial leasing

• Factoring

• Entrusted loans

Investment . . . . . . . . . . . . . . . . . . • Equity and fixed income securities investment

• Public and private funds investment

• Structural financing

Set forth below is an overview of the Guarantor Group’s major subsidiaries:

• Zhongtai International Securities Limited （中泰國際證券有限公司）(formerly known as Qilu
International Securities Limited（齊魯國際證券有限公司）) – Zhongtai Securities was incorporated
with limited liability in Hong Kong in May 2012 and is currently licensed under the SFO to
engage in Type 1 (dealing in securities) and Type 4 (advising on securities) regulated activities.

• Zhongtai International Futures Limited （中泰國際期貨有限公司) (formerly known as Qilu
International Futures Limited（齊魯國際期貨有限公司）) (‘‘Zhongtai Futures’’) – Zhongtai
Futures was incorporated with limited liability in Hong Kong in May 2012 and is currently
licensed under the SFO to engage in Type 2 (dealing in future contracts) regulated activity.

• Zhongtai International Asset Management Limited（中泰國際資產管理有限公司）(formerly known
as Qilu International Asset Management Limited（齊魯國際資產管理有限公司）) (‘‘Zhongtai
Asset Management’’) – Zhongtai Asset Management was incorporated with limited liability in
Hong Kong in May 2012 and is currently licensed under the SFO to engage in Type 4 (advising on
securities) and Type 9 (asset management) regulated activities.

• Zhongtai International Capital Limited （中泰國際融資有限公司）(formerly known as Qilu
International Capital Limited（齊魯國際融資有限公司）) (‘‘Zhongtai Capital’’) – Zhongtai Capital
was incorporated with limited liability in Hong Kong in May 2012 and is currently licensed under
the SFO to engage in Type 1 (dealing in securities) and Type 6 (advising on corporate finance)
regulated activities.
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• Zhongtai Financial Investment Limited （中泰金融投資有限公司）(formerly known as Qilu
International Investment Limited（齊魯國際投資有限公司）) – Zhongtai Investment was
incorporated with limited liability in Hong Kong in August 2012 and is principally engaged in
investment services.

• Zhongtai International Wealth Management Limited （中泰國際優越理財有限公司）(formerly
known as Qilu International Wealth Management Limited（齊魯國際優越理財有限公司）) –

Zhongtai Wealth Management was incorporated with limited liability in Hong Kong in April 2014
and is principally engaged in wealth management services. Zhongtai Wealth Management received
the licence for proxy insurance products from Hong Kong Insurance Authority (formerly known as
Hong Kong Professional Insurance Brokers Association) in August 2014 and the licence as a
registered Mandatory Provident Fund (‘‘MPF’’) principal intermediary for carrying on MPF sales
and marketing activities from the Mandatory Provident Fund Schemes Authority (the ‘‘MPFA’’) in
January 2020.

• Zhongtai International Financial Products Limited （中泰國際金融產品有限公司）(formerly
known as Qilu International Financial Products Limited（齊魯國際金融產品有限公司）)
(‘‘Zhongtai Financial Products’’) – Zhongtai Financial Products was incorporated with limited
liability in Hong Kong in December 2014 and is currently licensed under the SFO to engage in
Type 1 (dealing in securities) regulated activity.

• Zhongtai Financial Investment Management Consultation (Shenzhen) Co., Ltd.（中泰金融投資管理

諮詢（深圳）有限公司）(formerly known as Qilu Investment Management Consultant (Shenzhen)
Co., Ltd.（齊魯投資管理諮詢（深圳）有限公司）) (‘‘Zhongtai Consultant’’) – Zhongtai Consultant
was incorporated with limited liability in Shenzhen Qianhai Free Trade Zone in February 2013 and
primarily provides consultancy services for cross-border investments. Zhongtai Consultant is
directly and wholly-owned by Zhongtai Investment.

• Hongrun (Shanghai) Finance Leasing Co., Ltd.（宏潤（上海）融資租賃有限公司）(‘‘Hong Run’’) –

Hong Run was incorporated with limited liability in Shanghai Free Trade Zone in January 2014
and is principally engaged in finance leasing. Hong Run is directly and wholly-owned by Zhongtai
Investment.

• Zhongtai Capital Control International Holdings Co., Ltd.（中泰金控國際控股有限公司）
(‘‘Zhongtai Capital Control’’) – Zhongtai Capital Control was incorporated with limited liability
in Shanghai Free Trade Zone in April 2016 and is principally engaged in investment bank, debt
issuing and onshore business development by the Company’s Hong Kong subsidiaries. Zhongtai
Capital Control is wholly-owned by Zhongtai Investment.

• Zhongtai International Holdings (Singapore) Pte. Ltd. (‘‘Zhongtai International Singapore’’) –

Zhongtai International Singapore was incorporated with limited liability in Singapore in April 2016
and is principally set up as a holding company. Zhongtai International Singapore is wholly-owned
by the Guarantor.

• Zhongtai International Investment Group Limited （中泰國際投資集團有限公司）(‘‘Zhongtai
Investment Group’’) – Zhongtai Investment Group was incorporated as a business company with
limited liability in the British Virgin Islands in January 2018 and is wholly-owned by the
Guarantor.
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COMPETITIVE STRENGTHS

The Guarantor believes its success and future prospects are attributable to the following competitive
strengths:

Well-established international platform, strong brand recognition and continuous shareholder support

The Guarantor Group is the principal overseas business platform of the Company to capture the growing
cross-border business opportunities in international financial markets and to implement the Company’s
global expansion strategies. The Guarantor believes that it is well-positioned to develop its business and
compete by leveraging the established market recognition, extensive sales network, strong research
capability and cross-selling efforts of the Company.

The Company is one of the leading financial service providers in China and the largest financial services
provider in Shandong Province in terms of revenue with full licenses required to conduct the relevant
financial services in financial services industry in the PRC. According to the Business Performance and
Ranking of Securities Companies in 2019（2019年度證券公司經營業績排名情況）published by the
Securities Association of China（中國證券業協會）, the Company was ranked 16th in terms of total
operating revenue, 17th in terms of total assets, 15th in terms of net assets and 15th in terms of net
profit attributable to owners of the parent company in the PRC for the year. For more information of the
Company Group, please see ‘‘Description of the Company Group’’.

Shandong SASAC is the Company’s de facto controller and the latter is the only securities company
under its direct supervision. Shandong SASAC closely supervises the strategic development of the
Company. The Company has continuously received strong support from the PRC government in terms of
business development and financial resources. In 2001, the CSRC approved of six OTC trading agencies
to be merged into the Company Group as its securities operation branches to expand the Company
Group’s securities brokerage business. In 2006, the Company received approval from the CSRC of the
acquisition of Luzheng Futures to develop the Company’s futures brokerage business. In 2007, the
Company received approval from the State Council for the acquisition of assets of Tiantong Securities
Co., Ltd.（天同證券有限責任公司) (the ‘‘Tiantong Securities’’) to further expand its market position in
the PRC. In the same year, the Company also invested in Wanjia Asset Management Co., Ltd.（萬家基

金管理有限公司）, the shareholder of which is Tiantong Securities, to expand the Company Group’s
business into asset management sector. These mergers and acquisitions and investments enabled the
Company Group to become a full-fledge financial service provider and achieve a market leading position
in Shandong Province.

In addition, the PRC government has provided support to the Company Group in the form of capital
injections and various types of financial subsidies. Since the Company was incorporated in 2001 with an
initial registered capital of RMB512 million, its registered capital had been increased by way of capital
injections from the PRC government or entities controlled by the PRC government, namely by RMB300
million in 2004, RMB1.4 billion in 2006, RMB3 billion in 2008 and RMB5.83 billion in 2015.

The Guarantor Group believes that it can and will continue to leverage, and benefit from, the strong
support from the Company Group and the PRC government to drive and realise long-term and
sustainable development.

Well-positioned to leverage the strong economic growth of Shandong Province

As the principal overseas platform of the Company, the Guarantor has benefited and will continue to
benefit from the strong economic development of Shandong Province. The Company, the sole
shareholder of the Guarantor, is headquartered in Shandong Province and is one of the leading financial
service providers in China. According to the State Bureau of Statistics of the PRC, Shandong Province
ranked third in terms of total gross domestic product among all the provinces and municipalities in the
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PRC since 2007. By promoting the business development of companies operating and investing in
Shandong Province, such robust economic environment stimulates local financing activities, increases
the financing needs of those companies and the growth of the financial sector in Shandong Province.

In recent years, the Shandong Provincial Government has paid increasing attention to developing its
financial and securities industries. In August 2013, the Shandong Provincial Government issued the
Certain Opinions on Accelerating the Financial Reform and Development in Shandong Province（山東省

人民政府關於加快全省金融改革發展的若干意見）, in which the provincial government demonstrated
its support for financial development and innovation. As Shandong Province is geographically situated
in a location of strategic importance to the ‘‘Belt and Road Initiative’’ promoted by the PRC
government, the Guarantor believes that companies in Shandong Province have greater initiatives to take
part in cross-border transactions, which creates increasing investment opportunities and financing needs.
In addition, a number of favourable national and local strategic plans and policies relating to the
financial industry have been recently introduced by the State and Shandong Provincial Government with
respect to innovation and upgrading of regional financial services. In particular, in 2016, Shandong
Provincial Government published the ‘‘13th Five Year Plan of the Development of Shandong Province
Financial Industry 《山東省金融業發展第十三個五年規劃綱要》’’ affirming the importance of the
reform of the province’s financial industry and the development of financial companies, such as the
Company, to increase their competitiveness. In 2018, Shandong Provincial Government also published
the ‘‘Development Plan of Modern Financial Industry in Shandong Province (2018-2022) 《山東省現代

金融產業發展規劃（2018-2022年）》 to establish a multi-functional and multi-layered financial market
system in Shandong Province and foster the growth of leading securities companies in the PRC.

Given the Guarantor’s role vis-à-vis the Company Group’s business story, the competitive advantages
and benefits that the Company can derive from such supportive sentiment of the central and provincial
governments effectively translate into considerable growth prospects for the Guarantor. The Guarantor
believes that there will be ample business opportunities presented in the future for its sustainable
expansion.

Leading market position with continuous growth of synergistic business portfolio and earnings base

A key competitive edge the Guarantor has over other financial and securities companies is its access to
the Company Group’s abundant resources and the stable stream of benefits resulting from the Company’s
leading market position in the PRC as a large-scale conglomerate that provides comprehensive financial
and securities products and services. According to the Business Performance and Ranking of Securities
Companies in 2019（2019年度證券公司經營業績排名情況）published by the Securities Association of
China（中國證券業協會）, the Company ranked 16th in terms of total operating revenue, 17th in terms
of total assets, 15th in terms of net assets and 15th in terms of net profit attributable to owners of the
parent company in the PRC for the year. It also ranked ninth in terms of the aggregate number of green
bond issuances for which it acted as lead underwriter and third in terms of aggregate deal volume of
green bonds issued for 2019.

The Guarantor Group has been able to develop its business portfolio in a synergistic and complementary
manner alongside the growth of the Company Group’s domestic operations beyond traditional service
offerings such as underwriting equity listings. Its product suite now spans a broad spectrum from
securities and futures brokerage, investment banking services, asset management, FICC services,
insurance brokerage, finance lease services to investments. All of its businesses are conducted through
multiple subsidiaries with an ever-expanding list of requisite licences issued by relevant authorities, for
example, Zhongtai Wealth Management, the Guarantor’s primary subsidiary for its insurance business,
received the licence as a registered MPF principal intermediary for carrying on MPF sales and marketing
activities from the MPFA in January 2020. This has enabled the continuous diversification of the
Guarantor Group’s earning bases and created new revenue growth drivers for it. A diversified earnings
base, in the Guarantor’s view, helps provide income stability and mitigate industry volatility, notably in
the wake of uncertainties and volatility experienced with respect to the financial and securities markets,
and particularly in light of the current macroeconomic landscape.
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Comprehensive risk management system with effective internal controls and monitoring processes

The Company Group recognises the critical importance of risk management in its line of business and
has established a comprehensive system to control and monitor its exposure to market risk, liquidity
risk, credit risk and operational risk. This system is underpinned by a multi-level management structure
with the Company’s board of directors as the ultimate decision-making body and the senior management
team responsible for the day-to-day implementation of risk management policies and internal control
processes, while the board of supervisors exercises regular monitoring to ensure accountability and
sound corporate governance. The dedicated risk management department led by the Company’s chief
risk officer, who reports directly to the chief executive officer, facilitates the carrying out and
compliance by the other departments, branches and subsidiaries, including the Guarantor Group. All
members of the Company Group and the Guarantor Group, including their officers and employees, are
well-briefed on and familiar with the relevant risk management policies and procedures, review and
control processes as well as reporting obligations and responsibilities.

The Company has formulated an extensive set of internal risk management policies, such as the
‘‘Company Comprehensive Risk Management Basic Rules《公司全面風險管理基本制度》’’ which
specifies the objectives, principles, organisational structure, responsibilities and duties and other
fundamental procedures. Such clear-cut internal guidelines and rule manuals enable better understanding
and in turn, compliance, by employees at various operational levels and across business lines.
Furthermore, the Company has established all-encompassing procedures in respect of risk identification,
risk assessment, risk control and monitoring, risk response and risk reporting, with more than 50 work
processes addressing all aspects ranging from risk information reporting, design and allocation of annual
risk limit, stress testing, valuation of financial instruments and review of risk measurement models, and
risk assessment of new products or businesses. In addition, the Company set up a real-time risk indicator
monitoring system based on its net capital and liquidity, which allows it to run timely stress tests and
ensure compliance with applicable regulatory requirements. The effectiveness of the Company Group’s
risk management approach and measures is evident from its perfect scores achieved in the performance
reviews of PRC securities companies conducted by relevant PRC industry authorities in past years. For
more details, see ‘‘Description of The Company Group – Risk Management’’.

Diversified financing channels and strong credit profile

The Guarantor has a proven track record of raising finance through diverse channels, including bank
borrowings and issuance of securities in the capital markets. However, it also practises prudency in its
debt management and has built a robust credit profile. As at 31 December 2019, total indebtedness of
the Guarantor Group amounted to approximately HK$8,488 million, comprising 54.0 per cent. of short-
term borrowings, 45.8 per cent. of debt securities and 0.2 per cent. of long-term borrowings. It has
maintained close working relationships with many major banks (including without limitation, Industrial
and Commercial Bank of China Limited, Bank of Shanghai, China Merchants Bank, Shanghai Pudong
Development Bank, Industrial Bank Co., Ltd., China Construction Bank (Asia), Wing Lung Bank, China
Minsheng Bank, Luso International Banking Ltd., Nanyang Commercial Bank and Huaxia Bank), with a
total approved credit line of approximately HK$563.3 million, of which 31.0 per cent. has not been
utilised. The Guarantor believes that this speaks volumes of its strong credit worthiness and with such
varied sources of funding, it will continue to have access to sufficient capital to support the repayment
of its debt and expansion of its business.

Dedicated senior management with extensive industry experience and expertise

The Guarantor Group is led by dedicated senior management teams with support from talented and
capable professionals possessing extensive industry experience and expertise. Under their leadership, the
Guarantor Group has been steadily expanding the Company Group’s footprint to Hong Kong as the
Company’s principal overseas platform to capture the growing cross-border business opportunities in the
international financial markets. With their in-depth industry knowledge and management experience,
close working relationships with governments and relevant agencies, as well as keen insight about local
and international economic and financial developments, senior management members are capable of
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identifying key industry and market trends and ensuring the Guarantor Group is always well-positioned
to capitalise on and capture strategic business opportunities, especially in Hong Kong. For details of the
Guarantor’s directors and senior management, see ‘‘Directors and Management of the Guarantor’’.

BUSINESS STRATEGIES

The Guarantor intends to implement the following business strategies to achieve its goal of becoming
one of the leading integrated financial groups in Hong Kong:

Continue to explore business opportunities in the PRC domestic and overseas markets

The Guarantor intends to continue to leverage the potential of the local securities and financial
companies and enterprises located in Shandong Province to strengthen its foundation and explore
additional business opportunities. The Guarantor believes that such local securities and financial
companies and enterprises in Shandong Province will have a robust demand for outbound and overseas
investment and will offer a large number of business opportunities. The Company has entered into
strategic cooperation agreements with local governments in various cities within Shandong Province,
which have agreed to support the Company to represent companies in their local cities in various
financing transactions. Many of those financing transactions will require the engagement and expertise
of the Guarantor Group, such as overseas securities offering, stock and futures trading. The Guarantor
believes that its relationship with the Company will place it in a more competitive position to access to
and capitalise these growth opportunities.

Continue to develop an integrated international business platform to provide its clients with
comprehensive financial services with one-stop shop experience

The Guarantor is committed to developing itself into a leading international business platform that
provide its clients with comprehensive financial services with one-stop shop experience. The Guarantor
Group is currently licensed under the SFO to conduct securities and futures contracts dealing, advising
on securities and corporate finance and asset management activities. The Guarantor Group received the
licence for proxy insurance products from Hong Kong Insurance Authority (formerly known as Hong
Kong Professional Insurance Brokers Association) in August 2014 and the licence as a registered MPF
principal intermediary for carrying on MPF sales and marketing activities from the MPFA in January
2020. In the meantime, the Guarantor will continue to integrate its existing resources to improve the
quality of its financial services and products. In addition, the Guarantor will continue to improve its
trading system to cover more international stock markets and to accommodate the trading habit of PRC
domestic investors as well as the local Hong Kong market. Furthermore, the Guarantor is also actively
seeking appropriate platforms to partner with or acquire for its future expansion.

Develop internet finance

Adhering to the value of a market-driven and liberalised financial industry, the Guarantor plans to
develop internet finance by making use of its online trading platform which supports multiple markets
and financial products. The Guarantor Group will focus on large-data collection and analysis to improve
its services and offer more tailored made products for its clients. It will continue to proactively
collaborate with leading internet companies and consulting firms to create new securities products and
business opportunities in light of the growth of internet finance.

Capture the opportunities presented by the reform of the securities sector in Hong Kong and the PRC
to further develop cross-border businesses

In November 2014, CSRC and SFC launched the Shanghai-Hong Kong Stock Connect program.
Subsequently, in December 2016, CSRC and SFC launched the Shenzhen-Hong Kong Stock Connect
program. Under the Shanghai-Hong Kong Stock Connect program and the Shenzhen-Hong Kong Stock
Connect program, the Hong Kong Stock Exchange along with Shanghai Stock Exchange and Shenzhen
Stock Exchange have established mutual order-routing connectivity and related technical infrastructure
to enable investors in their respective markets to trade designated equity securities listed in the other’s
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market. In May 2017, the Hong Kong Monetary Authority and the PBOC launched the Bond Connect
program. Bond Connect program would be implemented in phases, with northbound trading to start first
in the initial phase, allowing Hong Kong and other overseas investors to invest in the China Interbank
Bond Market through mutual access. Such programs have introduced diversified investment portfolios of
shares from both markets, bring additional capital into Hong Kong and the PRC stock markets as well as
provide new opportunities to invest with Renminbi. As the only international business platform of the
Company based in Hong Kong, the Guarantor Group is well-positioned to capture the increasing
business opportunities presented by the cooperation between the PRC stock markets and the Hong Kong
stock market. The Guarantor intends to enhance the cooperation with the Company to take advantage of
its brand recognition, expertise on the domestic securities market, diversified sales and client network
and strong research capability.

The Guarantor intends to leverage Hong Run, its capital operation platform established in China
(Shanghai) Pilot Free Trade Zone, to further grow its cross-border business. Hong Run is one of the
earliest finance leasing companies established by a PRC securities firm in China. With the benefit of the
applicable financial policies in China (Shanghai) Pilot Free Trade Zone, the Guarantor Group provides
finance leasing services to companies in various industries, including industrial equipment, logistics,
medical equipment, energy and environmental protection industries in the PRC. The Guarantor believes
that this new funding route as a result of the reform of the PRC financial sector will complement the
business operations of the Guarantor Group and the Company and provide more effective support to
their clients.

Continue to enhance capital management, risk management, internal control and IT capabilities and
improve operation efficiency

The Guarantor plans to enhance its internal control and risk management framework, strengthen its risk
management capabilities through classification of risk profile, and enhance the monitoring system and
optimise capital allocation among different business segments. Further, the Guarantor intends to
strengthen its compliance and audit functions to ensure full compliance with applicable laws and
regulations. The Guarantor plans to devote more resources to enhance its IT systems by way of system
upgrade and cooperation with leading IT solution companies to provide efficient, secure and stable
technology services to support its business operations.

Continue to attract high-quality professionals with in-depth business and industry knowledge in Hong
Kong and the PRC

The Guarantor believes that its business growth and future success depend on its ability to attract,
motivate and retain professional and experienced personnel. In order to maintain its competitive
advantage in the market, the Guarantor intends to continue its expansion, particularly sales force team.
To motivate its employees, factors like growth in the number of new customers, trading volume and
asset value of its international business, will be included in the Guarantor Group’s employee incentive
scheme. It also plans to continue to attract and retain qualified professionals, such as licensed sponsor
representatives and experienced investment managers with international vision, offer professional
training, career advancement path and comprehensive development opportunities to its employees,
promote a merit-based compensation system across all business segments and continue to support a
market-driven compensation system that rewards performance and results.

DESCRIPTIONS OF THE GUARANTOR GROUP’S BUSINESSES

The Guarantor Group received its first licences, which allow it to engage in securities dealing
transactions and futures contracts dealing transactions in Hong Kong in November 2012 and December
2012, respectively, and received the licences for its asset management and investment banking
businesses in December 2013 and January 2014, respectively. The Guarantor now operates and manages
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its business principally in seven segments, namely (i) securities and futures brokerage, (ii) investment
banking, (iii) asset management, (iv) FICC, (v) insurance brokerage, (vi) finance lease and (vii)
investment.

The following table sets forth a breakdown of the Guarantor Group’s revenue contributed by each
business segment for the periods indicated:

Year ended 31 December

2017 2018 2019

(HK$) (HK$) (HK$)
Securities and Futures Brokerage . . . . . . . . . . . . . . . . . . . . . . . . . . 201,859,002 212,291,730 176,830,378

Commission income from dealing in securities . . . . . . . . . . . . . . . . 38,084,660 42,177,671 29,479,184
Commission income from dealing in futures contracts . . . . . . . . . . . 2,933,969 6,044,898 5,000,709
Interest income from clients . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 153,510,236 154,984,235 128,721,075
Handling fee income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,330,137 9,084,926 13,629,410

Investment Banking . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 64,184,325 113,400,883 178,428,649
Underwriting and placing commission income . . . . . . . . . . . . . . . . 40,395,888 87,179,809 134,049,757
Sponsor, financial advisory and consultation income . . . . . . . . . . . . 23,788,437 26,221,074 44,378,892

Asset Management . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57,868,293 54,302,875 55,860,413
Management fee income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 36,269,363 39,885,059 45,501,045
Advisory fee income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 21,598,930 14,099,710 10,359,368
Handing fee income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 318,106 –

FICC . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 190,831,638 211,725,455 391,920,484
Handling fee income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 550,011 757,556 1,498,625
Interest income from investment . . . . . . . . . . . . . . . . . . . . . . . . . . 144,063,437 222,988,279 308,944,489
Net Investment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,218,190 (12,020,380) 81,477,370

Insurance Brokerage . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,752,425 36,308,674 16,729,396
Insurance brokerage income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22,603,890 36,308,674 16,729,396
Loan interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 148,535 – –

Finance Lease . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68,893,092 65,868,148 29,098,204
Finance lease interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68,893,092 29,754,785 14,218,100
Factoring interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 8,661,183 6,144,609
Entrust loan interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 3,080,145 1,378,564
Financial advisory income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 24,372,035 7,356,931

Investment. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 230,402,312 335,544,609 308,702,441
Loan interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68,724,943 – –

Dividend income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4,267,658 3,573,151 6,310,219
Interest income from investment . . . . . . . . . . . . . . . . . . . . . . . . . . 107,493,315 236,810,362 222,668,123
Arrangement fee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,196,749 27,882,150 6,500,000
Net investment . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,719,647 67,278,946 73,224,099

Elimination . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (34,141,800) (38,001,274) (45,790,573)
Management fee . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (34,141,800) (38,001,274) (45,790,573)

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 802,649,287 991,441,100 1,111,779,392

Securities and Futures Brokerage

The Guarantor Group’s securities and futures brokerage business has contributed a significant portion of
its total revenue for the past three years. For the years ended 31 December 2017, 2018 and 2019, the
Guarantor Group’s revenue from securities and futures brokerage represented 25.2 per cent., 21.4 per
cent. and 15.9 per cent. of the Guarantor Group’s total revenue, respectively.

The Guarantor Group’s securities and futures brokerage business primarily includes (a) securities and
futures brokerage and (b) margin financing.

Securities and futures brokerage

Overview

The Guarantor Group’s brokerage services cover all the stocks and derivatives listed on the Hong Kong
Stock Exchange as well as stocks listed on New York Stock Exchange and NASDAQ. Through the
Guarantor Group’s brokerage services, the Guarantor Group’s clients are able to participate in initial
public offerings and rights issues in Hong Kong and the United States stock markets. As at 31
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December 2019, the Guarantor Group provided securities and futures brokerage services to its clients
with total assets of approximately HK$22.8 billion under custody and the Guarantor Group maintained
4,587 active securities and futures trading accounts in total.

The Guarantor, through Zhongtai Securities, engages in the trading of a wide range of financial products
on behalf of its customers in Hong Kong and the PRC, including shares of listed companies on the
Hong Kong Stock Exchange, Shanghai Stock Exchange, Shenzhen Stock Exchange, New York Stock
Exchange and the OTC markets, listed funds (such as ETFs), warrants, various bonds and derivative
products (such as warrants). For the years ended 31 December 2017, 2018 and 2019, total trading
volume of the Guarantor Group’s securities brokerage was HK$31.1 billion, HK$26.8 billion and
HK$19.8 billion, respectively.

The Guarantor provides futures and options brokerage services through Zhongtai Futures. As at 31
December 2019, the Guarantor Group’s futures products included stock index futures, commodity futures
and foreign exchange futures. The Guarantor Group’s futures trading platform is connected with 14
major futures exchanges in the world and allows its clients to conduct trading of more than 111 different
types of future products. For the years ended 31 December 2017, 2018 and 2019, total trading volume
of the Guarantor Group’s futures and options brokerage was 117,174 options and futures contracts
traded, 169,744 options and futures contracts traded and 116,678 options and futures contracts traded,
respectively. As at 31 December 2019, the Guarantor Group maintained over 3,882 futures brokerage
accounts.

The Guarantor Group has established a client due diligence process in accordance with the relevant laws
and SFC guidelines, which is applicable to all the Guarantor Group’s clients, both institutional clients
and retail clients.

Commissions and administrative fees

The Guarantor Group charges commissions and administrative fees for transactions executed through its
physical and online trading platforms. As the Guarantor Group’s revenue is directly affected by the level
of market activity and trading volume through its trading platforms, its securities and futures brokerage
business is dependent upon the prevailing economic environment and general market sentiment.

Online and mobile trading platforms

The Guarantor Group has established online and mobile trading platforms to support securities trading
on the Internet. Clients may install terminal software on local computers or a mobile application to use
the Guarantor Group’s online and mobile trading platforms to conduct real-time trading in securities, as
well as to subscribe for shares in initial public offerings in Hong Kong and the United States. The
online trading platform allows clients to place orders, view account information and balances and check
trading positions, transaction status and trading history. The Guarantor Group’s online trading system
sends electronic notification of executed orders and generates order confirmations. Online brokerage
clients of the online trading system can give instructions to transfer funds to and from their own
accounts maintained with certain designated banks. The system also offers electronic IPO services,
through which the clients may view the electronic file of an offering circular on its website or through a
hyperlink, and file an electronic application for IPOs (and at the same time apply for margin financing
for IPOs).

The Guarantor Group maintains a technology team comprising seven members to maintain and improve
the proprietary online securities trading system. The Guarantor Group is also dedicated in enhancing the
cooperation with certain leading internet and telecommunication companies to further develop online
and mobile trading platforms. In 2014, the Guarantor Group became the first Hong Kong based
securities firm to open an official account on the Wechat platform to provide push notification services.
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The Guarantor Group uses a combination of proprietary and industry standard security measures to
prevent unauthorised access and protect clients’ data integrity, for instance, by adoption of 128 bits
secure sockets layer technique for data encryption.

Margin financing

Overview

The Guarantor Group offers margin financing to the Guarantor Group’s clients to increase their funding
flexibility and leverage for their investment. Margin financing contributes a significant portion of the
Guarantor Group’s revenue from securities and futures brokerage. For the years ended 31 December
2017, 2018 and 2019, the Guarantor Group’s interest income from margin financing represented
approximately 76.1 per cent., 73.0 per cent. and 72.3 per cent., respectively, of the Guarantor Group’s
total revenue from the securities and futures brokerage business. As at 31 December 2019, the amount
of margin loan advances outstanding (after deducting impairment allowance) was HK$1,319,266.4
million.

The Guarantor Group adopts strict criteria to assess new customers and has established a sound risk
management system to support its margin financing business. The Guarantor Group requires the
customers of its margin financing services to maintain a brokerage account with it before their eligibility
is confirmed for applying for margin financing and securities lending services. In addition, the
Guarantor Group requires its customers to have sound credit history and strong risk tolerance. The
Guarantor Group requires its customers to maintain deposit with it a portion of the cash or securities in
their accounts. The margin financing provided by the Guarantor Group are typically secured by the
securities of relevant customers purchased with margin financing. Each client has a maximum credit
limit based on the quality of collateral held and the financial background of the client. The Guarantor
Group determines the credit limit it extends to its customers based on various factors, such as the value
of their total assets maintained with the Guarantor Group and their creditworthiness.

Interest rate

The Guarantor Group’s agreements with its customers relating to margin financing typically include
terms such as margin loan or securities lending amount, maturity date and interest rate which represents
a percentage of its customers’ margin loan balance and the market value of the securities it lent. The
Guarantor Group also charges brokerage commission fees on margin financing and securities lending.

In determining the interest rate, reference will be made to the credit standing of the relevant clients and
the quality of the securities pledged. The average interest rate (calculated by dividing the Guarantor
Group’s interest income from margin financing by the average of the opening and closing outstanding
margin loan balances (after deducting impairment allowance) in respect of the relevant year) charged by
the Guarantor Group for the years ended 31 December 2017, 2018 and 2019 was approximately 8.7 per
cent. per annum, 9.2 per cent. per annum and 9.0 per cent. per annum, respectively.

Investment Banking

The Guarantor Group engages in equity and debt securities underwriting and placing activities, including
sponsoring and underwriting IPOs, follow-on offerings and rights issues on the Hong Kong Stock
Exchange and also provides corporate finance services and advisory services for mergers and
acquisitions. The Guarantor Group is committed to offering its clients high quality and customised
corporate finance services while exploring cross-selling opportunities across multiple business segments
through its integrated investment banking platform. The recent landmark corporate finance transactions
of the Guarantor Group include acting as:

• a sole sponsor, a sole global coordinator, a sole bookrunner and a joint lead manager on the
HK$125.0 million IPO of MOG Holdings Limited (stock code: 1942.HK) in April 2020;
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• a sole sponsor, a sole global coordinator, a joint bookrunner and a joint lead manager on the
HK$199.0 million IPO of Xingye Wulian Service Group Co. Ltd. (stock code: 9916.HK) in March
2020;

• a sole sponsor, a sole global coordinator, a joint bookrunner and a joint lead manager on the
HK$125.0 million IPO of Values Cultural Investment Limited (stock code: 1740.HK) in January
2020;

• a joint bookrunner and a joint lead manager on the HK$262.0 million IPO of Newborn Town Inc.
(stock code: 9911.HK) in December 2019;

• a joint bookrunner and a joint lead manager on the HK$1.638 billion IPO of Powerlong
Commercial Management Holdings Limited (stock code: 9909.HK) in December 2019;

• a lead manager on the HK$105.0 million IPO of 360 Ludashi Holdings Limited (stock code:
3601.HK) in October 2019;

• a joint bookrunner and a joint lead manager on the HK$3.009 billion IPO of Shanghai Henlius
Biotech, Inc. (stock code: 2696.HK) in September 2019;

• a joint global coordinator, a joint bookrunner and a joint lead manager on the HK$600.0 million
IPO of Rizhao Port Jurong Co., Ltd. (stock code: 6117.HK) in June 2019;

• a joint bookrunner and a joint lead manager on the HK$10.453 billion IPO of Shenwan Hongyuan
Group Co., Ltd. (stock code: 6806.HK) in April 2019;

• a joint sponsor, a joint global coordinator, a joint bookrunner and a joint lead manager on the
HK$577.0 million IPO of Aoyuan Healthy Life Group Company Limited (stock code: 3662.HK) in
March 2019;

• a joint bookrunner and a joint lead manager on the HK$1.183 billion IPO of Yancoal Australia Ltd
(stock code: 3668.HK) in December 2018;

• a joint lead manager on the HK$3.209 billion IPO of Fosun Tourism Group (stock code: 1992.HK)
in December 2018;

• a joint lead manager on the HK$4.638 billion IPO of Shandong Gold Mining Co., Ltd. (stock
code: 1787.HK) in September 2018;

• a joint global coordinator and a joint bookrunner on the HK$150.0 million IPO of Xin Yuan
Enterprises Group Limited (stock code: 1748.HK) in September 2018;

• a joint sponsor, a joint global coordinator and a joint bookrunner on the HK$1.25 billion IPO of
Qilu Expressway Company Limited (stock code: 1576.HK) in July 2018;

• a joint lead manager on the HK$667.0 million IPO of 7Road Holdings Limited (stock code:
797.HK) in July 2018;

• a joint bookrunner on the HK$24.0 billion IPO of Xiaomi Corporation (stock code: 1810.HK) in
July 2018;

• a joint bookrunner and a joint lead manager on the HK$127.0 million IPO of Tian Yuan Group
Holdings Limited (stock code: 6119.HK) in June 2018;
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• a joint bookrunner on the HK$600.0 million IPO of China Boqi Environmental (Holding) Co., Ltd.
(stock code: 2377.HK) in March 2018;

• a joint global coordinator and a joint bookrunner on the HK$160.0 million IPO of ZACD Group
Ltd. (stock code: 8313.HK) in January 2018;

• a joint global coordinator, a joint bookrunner and a joint lead manager on the HK$1.4 billion IPO
of Kunming Dianchi Water Treatment Co., Ltd. (stock code: 3768.HK) in April 2017; and

• a joint bookrunner and a joint lead manager on the HK$16.5 billion IPO of Guotai Junan Securities
Co., Ltd. (stock code: 2611.HK) in April 2017.

Zhongtai Capital, who holds Type 1 (dealing in securities) and Type 6 (advising on corporate finance)
licences under the SFO, is qualified to act as a sponsor in relation to the listing of securities on the
Main Board of the Hong Kong Stock Exchange and Growth Enterprise Market, to provide corporate
finance, compliance advisory services and other capital raising solutions services. It has the expertise
and experience to act as a pre-IPO financial advisor, sponsor, global coordinator, bookrunner,
underwriter and post-IPO compliance advisor for its clients.

Zhongtai Capital received the licence to carry out its corporate finance and other investment banking
businesses in January 2014. For the years ended 31 December 2017, 2018 and 2019, revenue generated
from the Guarantor Group’s investment banking business represented approximately 8.0 per cent., 11.4
per cent. and 16.1 per cent. of the Guarantor Group’s total revenue, respectively.

Asset Management

The Guarantor Group provides asset management services to its clients through its wholly-owned
subsidiary, Zhongtai Asset Management, a corporation licensed under the SFO to engage in Type 4
(advising on securities) and Type 9 (asset management) regulated activities. Zhongtai Asset Management
provides a wide range of traditional and alternative asset management products and services, including
fund management, discretionary portfolio management, RQFII products, direct investment and cross-
border investment advisory services. As at 31 December 2019, the assets under the management of
Zhongtai Asset Management reached HK$4,962.9 million. In June 2014, Zhongtai Asset Management
was granted the qualification of RQFII, which allows itself, as a Hong Kong based subsidiary of a PRC
securities company, to use Renminbi funds raised in Hong Kong to invest in the PRC securities market.
The Guarantor Group has established a RQFII private fund. As at 31 December 2019, the RQFII fund
managed by Zhongtai Asset Management reached HK$75.5 million.

In recent years, PRC regulatory authorities expanded the type and scope of RQFII investments to further
promote the liquidity of Renminbi on the global financial markets. Most stocks, bonds, notes, short-term
financing products, asset-backed securitisation products listed on a stock exchange or traded on the
inter-bank market can be offered as RQFII investments, satisfying the needs of offshore RMB holders.
By matching funding needs of qualified companies through the offering of offshore funds in its RQFII
accounts in Zhongtai Asset Management, the Guarantor Group believes that this helps to decrease the
cost of financing for its clients and expand the customer base of its asset management business.

Based in Hong Kong, Zhongtai Asset Management provides services to institutional investors, corporate
investors and high-value individuals.

Zhongtai Asset Management received the licence to carry out its asset management businesses in
December 2013. For the years ended 31 December 2017, 2018 and 2019, revenue generated from the
Guarantor Group’s asset management business represented approximately 7.2 per cent., 5.5 per cent. and
5.0 per cent. of the Guarantor Group’s total revenue, respectively.
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FICC

The Guarantor Group received the licence to carry out a portion of FICC business, i.e. OTC structured
products brokerage and distribution businesses, in November 2016. It provides FICC services to its
clients through its wholly-owned subsidiaries, Zhongtai Financial Products, Zhongtai International
Financial Solutions Limited（中泰國際金融服務有限公司）and Zhongtai International Structured
Solutions Limited. Its FICC business include debts, foreign exchange, stocks and derivatives and other
securities proprietary trading business, OTC structured products brokerage and distribution, cash and
bonds market making, structural product trading and hedging transactions and issue of bonds, stocks and
other large commodities. All of its FICC clients are professional investors. For the years ended 31
December 2017, 2018 and 2019, the Guarantor Group’s revenue generated from FICC services
represented approximately 23.8 per cent., 21.4 per cent. and 35.3 per cent. of the Guarantor Group’s
total revenue, respectively.

Insurance Brokerage

The Guarantor Group offers a diversified portfolio of insurance products in Hong Kong through its
wholly-owned subsidiary, Zhongtai Wealth Management. Established in April 2014, Zhongtai Wealth
Management provides independent financing consultancy services and offers comprehensive insurance
product lines, including long-term insurance products (such as life insurance product and health
insurance product), investment related insurance products and general insurance products (such as
commercial insurance product, housing insurance product and travelling insurance product). Zhongtai
Wealth Management received the licence for proxy insurance products from Hong Kong Insurance
Authority (formerly known as Hong Kong Professional Insurance Brokers Association) in August 2014
and the licence as a registered MPF principal intermediary for carrying on MPF sales and marketing
activities from the MPFA in January 2020.

Zhongtai Wealth Management has cooperation with internationally recognised insurance companies as
well as some domestic recognised insurance companies’ overseas subsidiaries. Zhongtai Wealth
Management generated profits by receiving commissions from the insurance companies through referring
customers to such insurance companies based on the type and term of the insurance products. As at 31
December 2019, all the customers of Zhongtai Wealth Management were individual customers. For the
years ended 31 December 2017, 2018 and 2019, the Guarantor Group’s revenue generated from
insurance brokerage represented approximately 2.8 per cent., 3.7 per cent. and 1.5 per cent. of the
Guarantor Group’s total revenue, respectively.

Finance Lease

The Guarantor Group engages in the provision of financial leasing services through its wholly-owned
subsidiary, Hong Run, in China (Shanghai) Pilot Free Trade Zone. Hong Run primarily serves as a
platform of the Guarantor Group’s finance leasing business. Hong Run is one of the earliest finance
leasing companies established by a PRC securities firm in China. With the benefit of the applicable
financial policies in China (Shanghai) Pilot Free Trade Zone, the Guarantor Group provides finance
leasing services to companies in various industries, including industrial equipment, logistics, medical
equipment, energy and environmental protection industries in the PRC. In addition, the Guarantor Group
is able to capture opportunities arising from the cross-border operations of the Guarantor Group.

For the years ended 31 December 2017, 2018 and 2019, revenue generated from the Guarantor Group’s
finance lease represented approximately 8.6 per cent., 6.6 per cent. and 2.6 per cent. of the Guarantor
Group’s total revenue, respectively.

Investment

The Guarantor Group invests in equity and fixed income securities as well as public and private funds
on a proprietary basis. In addition, the Guarantor Group provides structural financing to its clients to
meet their various financing needs, including but not limited to, mergers and acquisitions activities,
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management buy-outs and other investment banking related activities. For the years ended 31 December
2017, 2018 and 2019, revenue generated from the Guarantor Group’s investment business represented
approximately 28.7 per cent., 33.8 per cent. and 27.8 per cent. of the Guarantor Group’s total revenue,
respectively.

RESEARCH

The Guarantor Group has an in-house research team in Hong Kong which supports the Guarantor
Group’s main business segments. Its research team carries out and publishes research on, and analysis
of, the securities market in Hong Kong, focusing on listed companies with a coverage of approximately
48 companies listed in Hong Kong. The Guarantor Group has subscriptions to financial databases
published by leading institutions in the market to access the latest market data on various financial
products, major indices, economic indicators and other market intelligence.

The Guarantor Group’s research team provides support and creates synergies with its businesses by (i)
offering assessment and opinions on the secondary market and analysis of individual stocks to its
securities brokerage business in response to its clients’ queries, (ii) assisting the preparation of non-deal
road shows for institutional clients, (iii) providing analysis on company research and industry overview,
building valuation model and issuing research reports for the IPO projects of its investment banking
businesses and (iv) participating in institutional client meetings hosted by its account executives to
market its research products and enhance its brand recognition.

The Guarantor Group’s research capability is further supported by its information exchange on general
industry and market trends with the Company, which conducts in-depth analysis and studies on
companies listed in the PRC and in other major industry sectors.

SALES AND MARKETING

The Guarantor Group’s sales and marketing strategy focuses on the promotion of its corporate name and
brand awareness of its products and services. As part of its branding efforts, the Guarantor Group
regularly launches advertising campaigns in Hong Kong, conducts and hosts road- shows and public
relations events and issues publications to generate publicity. Prospective customers can obtain detailed
information on the Guarantor Group’s products and services from its official website and request
additional information. The Guarantor Group has also established a customer service team to handle
client enquiries, account opening procedures and provide after sales services and technical support.

The Guarantor has established marketing teams in Beijing, Shanghai, Shenzhen and Jinan which are
directly connected with its operation teams in Hong Kong. The marketing teams in these cities consist
primarily of sales personnel, who are familiar with the local market as well as the business and products
of the Guarantor Group. The Guarantor believes that its local marketing teams help to provide timely
post-sales services, maintain client relationships and enhance the Guarantor Group’s brand awareness in
general.

The Guarantor Group’s clients consist of institutional and retail clients. As at 31 December 2019, the
Guarantor Group had approximately 7,343 securities trading accounts (normal status) in total. The
Guarantor Group’s corporate finance clients consist mainly of listed companies in Hong Kong and
private corporations in the PRC.

REGULATORY REQUIREMENTS

Pursuant to the licensing regime of the SFC, in order to engage in the core businesses of the Guarantor
Group, such as providing securities and futures brokerage, asset management and corporate finance
services, the relevant subsidiaries of the Guarantor Group and its responsible personnel are required to
obtain and hold the relevant licences and to be in compliance with the relevant regulatory requirements
from time to time.
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Set forth below is a summary of the relevant licences currently held by the relevant licensed subsidiaries
of the Guarantor Group as at the date of this Offering Circular:

Name of licensed subsidiary

Type 1
(Dealing in
securities)

Type 2
(Dealing in

future
contracts)

Type 4
(Advising on
securities)

Type 6
(Advising on
corporate
finance)

Type 9 (Asset
management)

Zhongtai Securities . . . . . . . . . . . . . . . Yes Yes
Zhongtai Futures . . . . . . . . . . . . . . . . Yes
Zhongtai Asset Management . . . . . . . . Yes Yes
Zhongtai Capital . . . . . . . . . . . . . . . . Yes Yes
Zhongtai Financial Products . . . . . . . . . Yes

Apart from the SFO, the operation of the securities market is also governed by the subsidiary
legislations and regulations, administrative procedures and guidelines developed by the SFC, as well as
by the rules and regulations introduced and administered by the Hong Kong Stock Exchange and the
Hong Kong Futures Exchange Limited (‘‘Futures Exchange’’). Any broker-dealer that operates a
brokerage business for products available on Hong Kong Exchanges and Clearing Limited, using the
trading facilities of the Hong Kong Stock Exchange and/or Futures Exchange, must be admitted and
registered as an Exchange Participant (as defined in the SFO) of the Hong Kong Stock Exchange and/or
Futures Exchange. Zhongtai Securities is an Exchange Participant of the Hong Kong Stock Exchange,
and is entitled to deal in securities products including, amongst others, equity securities and warrants,
while Zhongtai Futures is an Exchange Participant of Futures Exchange, and is entitled to deal in all
futures and options, other than stock options.

RISK MANAGEMENT

The Guarantor Group’s activities expose it to credit risk, market risk (which includes interest rate risk,
price risk and liquidity risk) and operational risk. The Guarantor Group’s overall risk management
programme focuses on the reporting, analysis, evaluation, acceptance and monitoring of such risks
which are an inevitable consequence of being in the businesses. The Guarantor Group’s aim is therefore
to achieve an appropriate balance between risk and return and minimise potential adverse effect on the
Guarantor Group’s financial performance. The Guarantor Group has established an effective and
comprehensive risk management and internal control system to identify, evaluate and manage the risks
in its business operations.

The Guarantor Group’s risk management policies are approved by the management of the Guarantor and
aim to identify and analyse the relevant risks, to set appropriate risk limits and controls and to monitor
the risks and adherence to limits by means of reliable and up-to-date information. The Risk Management
Department is responsible for providing written principles for overall risk management and execution of
monitoring controls and regularly reviews its risk management policies to reflect any change in markets
and clients.

Credit Risk

Credit exposures arise principally from the Guarantor Group’s loans and interest receivable which
comprises margin loans receivable, secured loans receivable and unsecured loans receivable.

The Risk Management Department is responsible for approving credit limits and margin limits of each
client, arranging and administrating settlement calls when the trades of margin clients exceed their
respective limits, and approval of stock acceptable for margin lending at a specified ratio. The approved
stock list is revised by the Risk Management Department as and when deemed necessary. The Risk
Management Department will prescribe from time to time lending limits on individual stock or on any
individual client based on regular analysis of the borrower’s repayment ability. The Guarantor Group
currently employs a range of policies and practices to mitigate excessive credit risk. For example,
maximum margin limit will be set on individual margin client in order to avoid building up excessive
margin exposure from individual margin client; and for securities margin financing, margin calls will be
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executed if the total outstanding amount of a margin client exceeds either of the credit line granted by
the Risk Management Department or the acceptable value of margin stocks, whichever is lower. Force-
sell action will be taken if the clients fail to settle the outstanding amount. For clients having open
positions in futures contracts, margin calls will be executed if the client’s net equity with the Guarantor
Group falls below the maintenance margin amount of their open positions. For other financing, margin
calls will be executed if the ratio of the collateral value to the aggregate amount of loans to a client falls
to a certain level, set by the Risk Management Department and approved by the credit committee. The
Guarantor Group provides other financing services in the form of secured and unsecured term loan
facilities and convertible securities to third party borrowers. These other financing services are also
subject to credit risks.

For secured lending, the Guarantor Group mitigates credit risk exposure mainly by requiring the
outstanding loan amounts to be fully collateralised by listed and unlisted equities securities provided by
the borrowers at all times. For unsecured lending the Guarantor Group manages credit risk exposure
mainly by performing detailed due diligence procedures on the borrowers’ repayment ability, limiting
the tenure of the loans, requesting financially-sound parties to act as guarantors of the loans, requiring
upfront payments of interest expenses. The above monitoring controls are performed by the Risk
Management Department.

Market Risk

The Guarantor Group takes on exposure to market risks, which is the risk that the fair value or future
cash flows of a financial instrument will fluctuate because of changes in market prices. The Guarantor
Group’s main market risks include cash flow interest rate risk and liquidity risk as described below. The
Guarantor Group has established policies and procedures for monitoring and controlling these risks
arising from its operations.

Interest rate risk

The Guarantor Group’s exposure to the risk of changes in market interest rates relates primarily to the
Guarantor Group’s loans and advances to clients, client trust bank balances, and bank balances. The
Guarantor Group’s loans and advances to clients at floating/variable rates (such as margin loans) expose
it to interest rate risk. The Guarantor Group mitigates its interest rate risk related to its bank balances by
depositing money with banks on a short term basis.

Liquidity risk

Due to the dynamic nature of the underlying business, the Guarantor Group’s finance department
maintains flexibility in funding and exercises prudent liquidity risk management by maintaining
sufficient cash reserves, adequate amounts of committed credit facilities and the ability to close out
market positions

Sources of liquidity are carefully examined by the finance department on a daily basis to ensure the
availability of sufficient liquid funds to meet the Guarantor Group’s funding obligations. Management
monitors rolling forecasts of the Guarantor Group’s liquidity reserve (which comprises undrawn
borrowing facilities) and cash and cash equivalents on the basis of expected cash flow. This is mainly
done on a daily basis to ensure the subsidiaries of the Guarantor which are licensed corporations in
Hong Kong have sufficient liquid funds to meet all obligations and comply with the Hong Kong
Securities and Futures (Financial Resources) Rules. To address this risk, the Guarantor Group’s finance
and accounting department works closely with the settlement department on monitoring the liquidity
gap. To better manage the Guarantor Group’s overall liquidity position, daily reports are prepared to
monitor cash deposits on hand and the level of bank facilities utilisation. For contingency purposes,
unutilised loan facilities are obtained as additional precautions.
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Foreign currency risk

Foreign currency risk refers to the risk that movement in foreign currency exchange rate which will
affect the Guarantor Group’s financial results and its cash flows. The Guarantor Group’s main exposure
to currency risk is in respect of the net assets in Renminbi. Foreign exchange risk, if any, arising from
broking in foreign shares and commodities, is closely monitored by the Guarantor Group’s finance
department.

Operational Risk

The Guarantor Group’s management regularly reviews the Guarantor Group’s operations to ensure that
the risk of losses, whether financial or otherwise, resulting from fraud, errors, omissions and other
operational and compliance matters, are adequately managed.

COMPETITION

The financial services sector in Hong Kong is highly competitive due to the vast number of market
players in providing securities and futures brokerage services, financing services, corporate finance
services and asset management services. The Guarantor believes that its main competitors are other
securities houses based in Hong Kong established by PRC corporations.

To compete effectively, the Guarantor Group strives to keep abreast of market trends and information on
its clients’ demands and its competitors. The Guarantor Group continues to maximise opportunities by
meeting new clients and delivering competitive products and services. The Guarantor Group also
recruits, trains and retains suitable professionals and management personnel to improve its corporate
control, IT infrastructure and marketing strategies to cater dynamics in market conditions.

LEGAL PROCEEDINGS

For the 12 months preceding the date of this Offering Circular, there was no pending or outstanding
litigation, arbitration or claims of significance against the Guarantor Group or any of its senior
management team members that could have a material adverse effect on the Guarantor Group’s business,
financial condition and results of operations.

EMPLOYEES

As at 31 December 2019, the Guarantor Group had approximately 324 employees in Hong Kong and the
PRC , among which 176 employees possessed the requisite licenses to provide relevant financial
services to the Guarantor Group’s clients. The Guarantor Group has maintained good working
relationships with its employees and does not foresee any difficulties in the recruitment and retention of
experienced staff. As at the date of this Offering Circular, there has not been any material interruption to
the Guarantor Group’s operations as a result of labour disputes.
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DESCRIPTION OF THE COMPANY GROUP

The information included in this Offering Circular regarding the Company Group (other than the
Guarantor Group) is for information purposes only and is based on, or derived or extracted from,
among other sources, publicly available information. The Issuer and the Guarantor have taken
reasonable care in the compilation and reproduction of the information. None of the Joint Lead
Managers, the Trustee, the Agents or any of their affiliates, employees or professional advisers has
independently verified such information. No representation or warranty, express or implied, is made or
given by the Joint Lead Managers, the Trustee, the Agents or any of their affiliates, employees or
professional advisers as to the accuracy, completeness or sufficiency of such information. Accordingly,
such information should not be unduly relied upon. In addition, the Company’s financial statements
have not been included or incorporated by reference in this Offering Circular and the Terms and
Conditions of the Bonds do not require or oblige the Company to provide or deliver to the Trustee or
holders of the Bonds any information, whether financial or otherwise, at all. In making an investment
decision, investors must rely upon their own examination of the Terms and Conditions of the Bonds, the
terms of the offering, the credit strength of the Guarantor Group and not unduly rely upon the Keepwell
Deed and/or the credit strength of, or information contained in this Offering Circular related to, the
Company Group.

OVERVIEW

Headquartered in Shandong Province and established in 2001, the Company Group is one of the leading
financial service providers in China. The shares of the Company were listed on the Shanghai Stock
Exchange in June 2020 (stock code: 600918). The Company Group offers a wide range of securities
financial services to its clients, including securities and futures brokerage, underwriting, financial
advisory, private equity, listing sponsorship and asset management. Anchored by the Company, a
prominent state-owned enterprise that is indirectly majority-owned by and under the control of
Shandong SASAC, the Company Group has an extensive business network in China, comprising 41
branch companies and approximately 284 securities operations offices in China as at 31 December 2019.
In 2011, the Company Group extended its footprint to Hong Kong by establishing the Guarantor as its
principal overseas platform with a view to capture the growing cross-border business opportunities in
the international financial markets.

According to the Business Performance and Ranking of Securities Companies in 2019（2019年度證券公

司經營業績排名情況）published by the Securities Association of China（中國證券業協會）, the
Company was ranked 16th in terms of total operating revenue, 17th in terms of total assets, 15th in
terms of net assets and 15th in terms of net profit attributable to owners of the parent company in the
PRC for the year. In addition, according to the 2019 Specialised Statistics regarding Bond Underwriting
Business of Securities Companies（2019年證券公司債券承銷業務專項統計）published by the Securities
Association of China, the Company was ranked ninth in terms of aggregate number of green bonds
transactions (including asset-back securities) and third in terms of aggregate deal volume of green bonds
issued (including asset-back securities) in the PRC for the year.

The Company Group’s businesses and financial services primarily include:

• Securities brokerage – The securities brokerage business of the Company Group accounted for the
largest portion of its total revenue for the past three years. As at 31 December 2019, the Company
Group provided securities brokerage services to approximately 5.1 million customers. For the years
ended 31 December 2017, 2018 and 2019, revenue from the Company Group’s securities brokerage
business amounted to RMB2,601.2 million, RMB1,913.5 million and RMB2,466.8 million,
respectively, representing 31.8 per cent., 27.2 per cent. and 25.4 per cent. of its total revenue, for
the same periods.
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• Investment banking – The Company Group engages in equity and debt securities underwriting and
placing, sponsors initial public offerings on the Main Board and Growth Enterprises Markets of the
Shanghai Stock Exchange and Shenzhen Stock Exchange and on the National Equities Exchange
and Quotations (the ‘‘NEEQ’’), and provides financial advisory services to mergers and
acquisitions. The Company Group is committed to offering its clients high quality corporate
finance services and exploring cross-selling opportunities across multiple business segments
through its integrated investment banking platform. For the years ended 31 December 2017, 2018
and 2019, the Company Group’s revenue from investment banking amounted to RMB833.0
million, RMB590.0 million and RMB969.3 million, respectively, representing, 10.2 per cent., 8.4
per cent. and 10.0 per cent. of its total revenue, for the same periods.

• Asset management – The Company Group has engaged in asset management services since 2010.
Currently, its asset management business is mainly conducted through its subsidiary, Zhongtai
Securities (Shanghai) Asset Management Co., Ltd.（中泰証券（上海）資產管理有限公司）. As at 31
December 2019, total assets under management (‘‘AUM’’) of the Company Group’s asset
management business amounted to approximately RMB121.1 billion.

For the years ended 31 December 2017, 2018 and 2019, the Company Group’s revenue from its
asset management business amounted to RMB832.7 million, RMB499.8 million and RMB480.0
million, respectively, representing 10.2 per cent., 7.1 per cent. and 4.9 per cent. of its total
revenue, for the same periods.

• Portfolio investment – The Company Group engages in portfolio investment in equity, fixed-
income and derivative securities. For the years ended 31 December 2017, 2018 and 2019, the
Company Group’s revenue from its portfolio investment business amounted to RMB160.2 million,
RMB405.2 million and RMB893.5 million, respectively, representing 2.0 per cent., 5.8 per cent.
and 9.2 per cent. of its total revenue for the same periods.

• Credit – The Company Group engages in margin financing and securities lending, margin and
securities refinancing, agreed repurchase type securities trading business, stock pledged repo
business and other credit business. For the years ended 31 December 2017, 2018 and 2019,
revenue from the Company Group’s credit business amounted to RMB1,045.4 million, RMB919.0
million and RMB1,119.5 million, respectively, representing 12.8 per cent., 13.1 per cent. and 11.5
per cent. of its total revenue, for the same periods.

• Futures brokerage – The Company Group engages in futures brokerage, commodity trading and
related-risk management mainly through LUZHENG FUTURES Company Limited（魯証期貨股份

有限公司）(‘‘Luzheng Futures’’). For the years ended 31 December 2017, 2018 and 2019, revenue
from the Company Group’s futures brokerage business amounted to RMB1,502.7 million,
RMB1,140.6 million and RMB1,838.9 million, respectively, representing 18.4 per cent., 16.2 per
cent. and 19.0 per cent. of its total revenue, for the same periods.

• Offshore business – The Company Group conducts its offshore business mainly through the
Guarantor and its overseas subsidiaries. The Guarantor Group mainly engages in securities and
futures brokerage, investment banking, asset management, FICC, insurance brokerage, finance
lease and investment in Hong Kong. For the years ended 31 December 2017, 2018 and 2019,
revenue from its offshore business amounted to RMB435.4 million, RMB492.9 million and
RMB543.2 million, respectively, representing 5.3 per cent., 7.0 per cent. and 5.6 per cent. of its
total revenue, for the same periods. See ‘‘Description of the Guarantor Group’’.

• Others – The Company Group engaged in research, alternative investment and private equity fund
management. For the years ended 31 December 2017, 2018 and 2019, revenue from its other
business amounted to RMB758.3 million, RMB1,064.2 million and RMB1,397.8 million,
respectively, representing 9.3 per cent., 15.2 per cent. and 14.4 per cent. of its total revenue, for
the same periods.
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For the years ended 31 December 2017, 2018 and 2019, revenue of the Company Group was
RMB8,168.9 million, RMB7,025.2 million and RMB9,709.0 million, respectively, and its net
profit was RMB1,895.9 million, RMB1,070.1 million and RMB2,294.0 million, for the same
periods. As at 31 December 2017, 2018 and 2019, the Company Group had total assets of
RMB132.2 billion, RMB136.1 billion and RMB146.6 billion, respectively. As at 31 December
2017, 2018 and 2019, the Company Group had total net assets of RMB34.1 billion, RMB32.9
billion and RMB35.0 billion, respectively.

CORPORATE CHART

The following chart shows a simplified structure of the Company and its shareholders as at the date of
this Offering Circular:
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(山東省魯信投資
控股集團有限公司)

(PRC)

Other 
shareholders

Jigang Group 
Co. Ltd.

(濟鋼集團有限公司)
(PRC)

Zhongtai Capital
Equity Investment

Management
(Shenzhen) Co., Ltd.
(中泰資本股權

  投資管理（深圳）
有限公司)

MILESTONES OF THE COMPANY GROUP

The following highlights the key milestone events of the Company Group:

Year Key Milestones

2001 . . . . . . . . . . . . . . . In May, the Company was founded under the name ‘‘Shandong Qilu
Securities & Brokerage Co., Ltd.’’ with an initial registered capital of
RMB512 million.

The CSRC approved the merger of six OTC Trading agencies (namely,
Dongying Joint-stock System Development Service Centre, Liaocheng
Enterprise Property Rights Transaction Service Centre, Zaozhuang
Enterprise Property Rights Transaction Department, Rizhao Property
Rights Exchange, Binzhou Joint-stock System Development Service
Centre and Laiwu Equity Certificate Trusteeship Centre) into the
Company Group.
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Year Key Milestones

2004 . . . . . . . . . . . . . . . The Company increased its registered capital to RMB812 million and
became a comprehensive securities company upon obtaining approval
from the CSRC. The Company’s name was changed to ‘‘Qilu Securities
Co., Ltd.’’

2006 . . . . . . . . . . . . . . . The Company’s registered capital was increased to RMB2,212 million.

In May, the Company obtained approval from the CSRC for its sponsor
institution status to, among other things, act as a sponsor in initial public
offerings and listings.

In June, the Company acquired a majority equity interest in Luzheng
Futures

2007 . . . . . . . . . . . . . . . In May, the Company acquired a majority equity interest in Wanjia Fund
Management Co., Ltd.（萬家基金管理有限公司）.

In June, the Company was designated by the CSRC as one of the pilot
securities companies to implement compliance management of securities
companies as promulgated by the CSRC.

In August, the Company was appraised as an innovative pilot securities
company by the Securities Association of China.

In November, the Company obtained approval from the National Equities
Exchange and Quotations System Co., Ltd. to engage in the businesses
relating to securities transfer agency services and securities quotation
transfers.

2008 . . . . . . . . . . . . . . . The Company’s registered capital was increased to RMB5,212 million and
received ‘‘A’’ rating in Category A from the CSRC.

The Company obtained the asset management qualification from the
CSRC.

2010 . . . . . . . . . . . . . . . In April, the Company received the qualifications for trial services of
portfolio investment and margin financing and securities lending from the
CSRC.

Luzheng Venture Capital Investment Co., Ltd., a wholly-owned subsidiary
of the Company, and its asset management branch in Beijing began
operation.

2011 . . . . . . . . . . . . . . . In June, Qilu International Holdings Limited was incorporated in Hong
Kong.

The Company Group had five branches in Shandong Province by
December.

98



Year Key Milestones

2012 . . . . . . . . . . . . . . . The Company obtained the qualification from China Insurance Regulatory
Commission to provide comprehensive services to insurance institutional
investors, the qualification from Securities Association of China to engage
in small and medium enterprises private bond underwriting business in
July, the qualification from Shanghai Stock Exchange to engage in stock
repo trading business and the qualification from the CSRC to engage in
stock pledge financing business.

2013 . . . . . . . . . . . . . . . The Company obtained the qualification for proxy sales of financial
products from the CSRC Shandong Branch and the qualification for OTC
trading from Securities Association of China.

The Company obtained the qualification for interest rate swap from the
CSRC Shandong Branch, the qualification for stock pledged repo from
Shanghai Stock Exchange and Shenzhen Stock Exchange.

The Company received ‘‘A’’ rating, the top rating, in Category A for its
mergers and acquisitions business from the CSRC and has received ‘‘A’’
rating, the top rating, in Category A securities firm or higher rating since
2008.

The Guarantor and other overseas subsidiaries of the Company in Hong
Kong obtained necessary licenses to engage in various types of financial
services in Hong Kong by July, including securities and futures
brokerage, investment banking, asset management, FICC, insurance
brokerage, finance lease and investment.

The Company Group achieved a leading position as lead underwriter in
debt securities offerings and was a top tier lead underwriter in the debt
underwriting market in the PRC.

2014 . . . . . . . . . . . . . . . The Company began engaging in equity return swap transactions.

In 2013 and 2014, the Company received securities firm ratings of ‘‘AA’’
and ‘‘A’’, respectively, from the CSRC.

In April, Qilu Securities (Shanghai) Asset Management Co., Ltd. (now
known as Zhongtai Securities (Shanghai) Asset Management Co., Ltd.)
was incorporated to commence and operate the asset management business
of the Company Group.

In June, the Company Group obtained the market maker qualification
approval by the NEEQ.

In November, the Company Group was one of the pioneer securities
brokers in the market of Shanghai-HK Stock Connect and its ranking for
securities brokerage moved up in the PRC securities brokerage industry in
terms of revenue derived from brokerage fees.

2015 . . . . . . . . . . . . . . . In July, the Company’s shareholders passed the resolutions to transform
the Company from a limited liability into a joint stock company.

In September, the registered capital of the Company was increased to
RMB6.3 billion.
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Year Key Milestones

In September, the Company’s name was changed to ‘‘Zhongtai Securities
Co., Ltd.’’. The Company received securities firm ratings of ‘‘A’’ from the
CSRC.

In July, the shares of Luzheng Futures were listed on the Main Board of
the Hong Kong Stock Exchange (stock code: 01461).

The Company Group entered into strategic cooperation agreements with
local governments within and outside Shandong Province and private
entities for provision of services in relation to, among other things, initial
public offerings, financial advisory and stock listing on the NEEQ.

2016 . . . . . . . . . . . . . . . In October, Shandong Trading Market Clearing House Co., Ltd（山東交易

市場清算所有限公司）was incorporated as a subsidiary of Luzheng
Futures.

2017 . . . . . . . . . . . . . . . The Company received securities firm rating of ‘‘A’’ from the CSRC.

The Company’s research team was ranked first in the category of ‘‘Most
Improved Research Team’’ by New Fortune Magazine.

Luzheng Futures achieved a leading position in the PRC in terms of
options trading volume.

Zhongtai Securities (Shanghai) Asset Management Co., Ltd. received
approval from the CSRC to engage in management of publicly offered
securities investment funds.

2018 . . . . . . . . . . . . . . . According to the Business Performance and Ranking of Securities
Companies in 2017（2017年度證券公司經營業績排名情況）published by
the Securities Association of China（中國證券業協會）, the Company was
ranked 16th in terms of total operating revenue, 16th in terms of total
assets, 15th in terms of net assets and 16th in terms of net profit
attributable to owners of the parent company in the PRC for the year.

In November, Zhongtai Securities (Shanghai) Asset Management Co., Ltd.
successfully launched its first publicly offered securities investment fund
and the initial fund size was substantially larger than similar fund
products in the PRC.

By December, the Company achieved a record high since its
establishment in terms of the aggregate number and deal size of debt
securities underwritten by it. Furthermore, some of its financial products
had amassed a leading market position in the PRC.

2019 . . . . . . . . . . . . . . . In April, the Company submitted the application for its IPO to the CSRC.

In December, the Company successfully passed the CSRC’s regulatory
review of its IPO application.

2020 . . . . . . . . . . . . . . . In April, the Company received the CSRC’s approval for its IPO
application.

In June, the Company completed its IPO and raised funds totaling
RMB3,052 million.
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HONOURS AND AWARDS

The Company Group has received a number of awards from governmental authorities and industry
associations and agencies as recognition of its market position, strong capabilities and innovation, and
set forth below is a summary of the key honours and awards the Company Group received in recent
years:

• ‘‘Best Information Services Securities Broker of Hong Kong Stock Connect’’（港股通傑出信息服

務商）by the Hong Kong Stock Exchange in 2019;

• ‘‘Emerging Investment Bank in China’’, ‘‘Investment Bank for Exchange Bonds in China’’,
‘‘Investment Bank for Assets Securitisation in China’’ and ‘‘Retail Broker of Securities in China’’
in Jun Ding Awards（君鼎獎）by Securities Times（證券時報）in 2019;

• ‘‘Charity Award for Securities Brokers’’（券商公益獎）in the China Financial Influential Annual
List awarded by Hexun.com in 2019;

• The Company received ‘‘A’’ rating, the top rating, in Category A securities firms from the CSRC
in 2019;

• ‘‘The Asset Management Company of the Year’’ in Finance Value Award granted by First
Financials（2018年度第一財經金融價值榜年度資管公司）; the Company was the only securities
and asset management company to receive this award in 2018;

• ‘‘Outstanding Financial Products Award’’（優秀金融產品獎）of ‘‘Shandong Province –

Replacement of Old Economic Growth Drivers with New Ones（山東省新舊動能轉換）’’ jointly
awarded by the People’s Bank of China, Shandong Provincial Department of Finance and
Shandong Provincial Finance Office in 2018;

• ‘‘Research Team with Most Potentials’’（最具潛力研究團隊）awarded by Securities Times in 2017;

• ‘‘2016 Best Investment Bank in the PRC Capital Market’’ (2016中國資本市場最佳投行）in the
third session of the Future Value of the Listed Company Ranking in 2016（2016 第三屆上市公司

未來價值排行榜）hosted by China Reform Daily（中國改革報）;

• ‘‘First Prize in the First Securities Industry Case Study Competition’’（第一屆證券行業案例大賽）
held by the CSRC awarded to the ‘‘Tianfeng-Zhonghang Hongxing Aegean Commercial Property
Trust Benefit Right Asset Support Special Plan’’（天風 – 中航紅星愛琴海商業物業信託受益權資

產支持專項計劃）of the Company in 2016;

• ‘‘Best NEEQ Recommendation Team in China in 2016’’（2016中國區最佳股轉系統挂牌推薦團隊）
awarded by Securities Times; and

• ‘‘Most Influential Underwriter’’（新三板最具影響力挂牌券商）in Huaxin Award（華新獎）granted
by First Financials（第一財經）in 2016.

DESCRIPTION OF THE COMPANY GROUP’S BUSINESS

The Company manages its business mainly in eight segments, namely securities brokerage, investment
banking, asset management, portfolio investment, credit, futures brokerage, offshore business and others.
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The following table sets forth a breakdown of the Company Group’s total revenue by business segments
for the periods indicated:

Year ended 31 December

2017 2018 2019

Revenue
Percentage of

Total Revenue
Percentage of

Total Revenue
Percentage of

Total

(RMB in
millions)

(RMB in
millions)

(RMB in
millions)

Business Segments
Securities brokerage . . . . . . . . . . . . . . . . . . 2,601.2 31.8 1,913.5 27.2 2,466.8 25.4
Investment banking . . . . . . . . . . . . . . . . . . . 833.0 10.2 590.0 8.4 969.3 10.0
Asset management . . . . . . . . . . . . . . . . . . . 832.7 10.2 499.8 7.1 480.0 4.9
Portfolio investment . . . . . . . . . . . . . . . . . . 160.2 2.0 405.2 5.8 893.5 9.2
Credit . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,045.4 12.8 919.0 13.1 1,119.5 11.5
Futures brokerage . . . . . . . . . . . . . . . . . . . . 1,502.7 18.4 1,140.6 16.2 1,838.9 19.0
Offshore business . . . . . . . . . . . . . . . . . . . . 435.4 5.3 492.9 7.0 543.2 5.6
Others . . . . . . . . . . . . . . . . . . . . . . . . . . . 758.3 9.3 1,064.2 15.2 1,397.8 14.4

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,168.9 100.0 7,025.2 100.0 9,709.0 100.0

Securities Brokerage

The Company Group engages in the securities brokerage business, including securities trading
brokerage, leasing of trading booths and proxy sale of financial products. The securities brokerage
business of the Company Group accounted for the largest portion of its total revenue for the past three
years. As at 31 December 2019, the Company Group provided securities brokerage services to
approximately 5.1 million customers through its 41 branch offices and approximately 284 securities
brokerage offices in China. The Company Group also provides overseas customers with securities
brokerage services outside the PRC through the Guarantor Group and revenue from this operation is
recorded as revenue from offshore business.

In recent years, the Company Group received the following major awards to recognise the growth and
market position of its securities brokerage business:

• ‘‘Top 10 Securities Trading Applications of the Year’’ awarded by Sina Finance in 2019;

• ‘‘Top 10 Securities Trading Applications approved by Investors’’ awarded by Securities Times in
2019;

• ‘‘Top 10 Securities Trading Applications of the Year’’ awarded by Sina Finance in 2018;

• ‘‘2017 Outstanding Securities Company According to the Investors’ Survey’’ awarded by China
Securities Investor Protection Fund Co., Ltd. in 2018;

• ‘‘Best China Customer Contact Centre’’, ‘‘Best Service Experience’’ and ‘‘Best Employee
Management’’ for 2017 and 2018 awarded by the Customer Relationship Management Special
Committee of China Federation of IT Promotion and the Customer Contact Centre Standard
Committee in 2018;

• ‘‘Securities Information Service Development Progress Award’’ awarded by Shanghai Stock
Exchange Information Network Company and Shenzhen Securities Information Co., Ltd. in 2017;

• ‘‘Top 10 Securities Trading Applications of the Year’’ awarded by Sina Finance in 2017;

• ‘‘Best China Customer Contact Centre’’, ‘‘Best Smart Service Application’’ and ‘‘Best Management
Innovation’’ for 2016 and 2017 awarded by the Customer Relationship Management Special
Committee of China Federation of IT Promotion and the Customer Contact Centre Standard
Committee in 2017;
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• ‘‘Top 10 Securities Trading Applications of the Year’’ awarded by Sina Finance in March 2016;

• ‘‘2014-2015 Best China Customer Contact Centre’’ awarded by the Customer Relationship
Management Special Committee of China Federation of IT Promotion and the Customer Contact
Center Standard Committee in July 2015;

• ‘‘Outstanding Securities Company for the Year of 2014’’ awarded by China Securities Investor
Protection Fund Corporation in June 2015;

• ‘‘Investment Bank with Strongest Investment Consultancy Capability’’ at the third National
Investment Advisors Competition awarded by Sina Finance in January 2015;

• ‘‘Outstanding Securities Company for the Year of 2013’’ awarded by China Securities Investor
Protection Fund Corporation in June 2014;

• ‘‘Best China Call Centre for the Years of 2013-2014’’ awarded by the Customer Relationship
Management Special Committee of China Federation of IT Promotion and the Customer Contact
Center Standard Committee in April 2014; and

• ‘‘Outstanding Member’’, ‘‘Outstanding Compliance Management Member’’ and ‘‘Outstanding
Investor Education Member’’ for 2013 awarded by Shanghai Stock Exchange and Shenzhen Stock
Exchange in January 2014.

Investment Banking

The Company Group engages in equity and debt securities underwriting and placing, sponsors initial
public offerings on the Main Board and Growth Enterprises Markets of the Shanghai Stock Exchange
and Shenzhen Stock Exchange and on the NEEQ, and provides financial advisory services to mergers
and acquisitions. The Company Group is committed to offering its clients high quality corporate finance
services and exploring cross-selling opportunities across multiple business segments through its
integrated investment banking platform.

The Company Group’s investment banking division has more than 500 employees (not including
employees of NEEQ subdivision), many of whom have acquired the qualification of sponsor
representatives and the certification of chartered financial analysts (CFA), certified international
investment analysts (CIIA) and certified public accountants (CPA).

In recent years, the Company Group has received the following awards for its investment banking
business:

• ‘‘2019 Emerging Investment Bank in China’’ in Jun Ding Awards hosted by Securities Times;

• ‘‘2017 Best Growth Investment Bank’’ in the ‘‘Reverse Growth, New Blue Chip – 2017 Best
Listed Company and Best Investment Bank Award’’ jointly hosted by Value Line and China
Economic Net;

• ‘‘Best Investment Bank in the PRC Capital Market for the Year of 2016’’ in the Third Listed
Company’s Future Value Ranking;

• ‘‘Best Refinancing Project’’ for ‘‘Meinian Healthcare’’ Project in the Ninth New Wealth Chinese
Best Investment Bank in 2016;

• ‘‘Top 10 China Investment Banks for the Year of 2015’’ in the ‘‘2015 Most Valuable Chinese A-
share Listed Companies Competition’’ hosted by Value Line;
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• ‘‘Best Re-financing Deal’’ for the private placement of Cangzhou Mingzhu in the ‘‘The Eighth
New Fortune Best Investment Bank Ceremony’’ in 2015; and

• ‘‘Best China SME Board and Growth Enterprise Market Sponsor’’ in the ‘‘First Most Valuable
Chinese Listed Company Ranking’’ hosted by Value Line in 2014.

Equity Underwriting

Equity underwriting is the core strength of the investment banking business of the Company Group in
the PRC. The Company Group sponsors and underwrites initial public offerings and secondary offerings
on the A share market. For the years ended 31 December 2017, 2018 and 2019, the Company completed
in aggregate 31 projects acting as sponsor and/or lead underwriter with aggregate funds raised of
RMB25.6 billion.

Debt Underwriting

The Company Group underwrites and places enterprise bonds, corporate bonds, financial bonds and
asset-backed securities in China. For the years ended 31 December 2017, 2018 and 2019, the Company
completed in aggregate 330 projects acting as lead underwriter.

The Company believes that its marketing and innovation capabilities provides a competitive advantage
to its debt underwriting business. The Company Group has established a nationwide distribution network
for fixed income products that covers investors such as large commercial banks, insurance companies,
fund management companies and rural credit cooperation associations.

Financial Advisory Services

The Company Group provides financial advisory services on merger and acquisition. The Company
Group identifies and understands customers’ needs through its branch network nationwide and provides
customised financial advisory services. For the years ended 31 December 2017, 2018 and 2019, the
Company advised on three merger and acquisition projects in aggregate.

NEEQ

The Company Group provides a variety of financial services for companies who seek to list their stocks
on the NEEQ and whose stocks have been listed on the NEEQ, such as listing referral and ongoing
supervision, market making, securities placement and advisory and consulting. The Company Group has
been active in this business line since it acquired the sponsor qualification in March 2013 and the
market maker qualification in June 2014, both upon approval by the NEEQ. The Company has a
dedicated NEEQ team with experienced staff with relevant qualifications. In recent years, the Company
Group has received ‘‘Top 10 China Outstanding NEEQ Market Makers for the Year of 2015’’ awarded
by China Internet News Centre in 2016, ‘‘Best NEEQ Recommendation Team in China in 2016’’
awarded by Securities Times in 2016, ‘‘Most Influential Underwriter’’ in Huaxin Award granted by First
Financials in 2016, ‘‘Jun Ding Award for Sponsoring Broker for NEEQ in China for the Year of 2017’’
awarded by Securities Times in 2017 and ‘‘Outstanding Market Maker of the Year’’, ‘‘Outstanding
Market Maker in Terms of Market Size of the Year’’ and ‘‘Outstanding Market Maker in Terms of
Liquidity Support of the Year’’ awarded by the NEEQ in 2019, in recognition of its achievements in its
NEEQ business.

On 1 September 2016, the Company received a notice from the CSRC that the CSRC decided to initiate
an investigation against the Company relating to a NEEQ listing transaction in which the Company
acted as market maker. On 22 December 2017, the CSRC notified the Company in writing that it had
concluded the investigation and determined that the Company’s actions constituted market-making with
a penalty of RMB1 million consequently levied on the Company.
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Asset Management

The Company Group has engaged in providing asset management services since 2009. As at 31
December 2019, total AUM of the Company Group’s asset management business amounted to
approximately RMB121.1 billion. Currently, the Company Group’s asset management business is mainly
conducted by Zhongtai Securities (Shanghai) Asset Management Co., Ltd.（中泰証券（上海）資產管理

有限公司）and comprises the management of collective asset management products, targeted asset
management products and specialised asset management products.

Zhongtai Securities (Shanghai) Asset Management Co., Ltd.’s collective asset management products
primarily include equity, hedge quantisation and fixed incomes products. Since 2014, Zhongtai
Securities (Shanghai) Asset Management Co., Ltd. has launched series of products by its specialised
investment management team, covering, among other things, bonds, equity, futures other types of
products and collective asset management products. Its clients include both institutional clients and retail
clients.

In addition to traditional collective asset management products, Zhongtai Securities (Shanghai) Asset
Management Co., Ltd. provides specialised asset management products and customised services,
covering bonds, asset securitisation, equity, and hedge funds based on the asset allocation requirements
of different customers. Zhongtai Securities (Shanghai) Asset Management Co., Ltd.’s targeted asset
management business has grown steadily and its comprehensive financial service solution capability has
improved continuously.

In recent years, the Company Group received the following major awards for its asset management
business:

• ‘‘China Tripod – Most Influential Asset Management Securities Company’’ and ‘‘China Tripod –

Best Equity Products’’ by Daily Economic News in 2019;

• ‘‘Yinghua Award – Best Asset Management Securities Company in Equity Category in China’’ and
‘‘Yinghua Award – Best Asset Management Securities Company in Quant Category in China’’ by
China Funds News in 2019;

• Ranked ninth in terms of asset management revenue in the 2017 Business Performance and
Ranking of Securities Companies published by Securities Association of China in 2018;

• ‘‘2016 Outstanding Asset Management Leading Person with Great Contribution’’ awarded to Zhang
Biao;

• ‘‘2016 Outstanding Asset Management Leading Person’’ awarded to Zhang Biao;

• ‘‘China Tripod – Top Asset Management Securities Company’’ in 2016;

• ‘‘China Porter Feller Award – Top Brand Building Securities and Asset Management Company’’ in
2016;

• ‘‘Top Asset Management Company in China’’ in 2016;

• ‘‘Top Asset Management Leading Person in China’’ awarded to Zhang Biao in 2015 and in 2016;

• ‘‘2015 Golden Bulls Award for Collective Asset Management Person’’ awarded to Ye Zhan;

• ‘‘2015 Golden Bulls Award for Collective Asset Management Scheme’’;

• ‘‘Top Award’’ in the equity product category by the 2015 China private equity fund annual
meeting;
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• ‘‘2015 Shanghai Leading Person’’ awarded to Huang Wenqin;

• ‘‘2015 Top Alternative Investment Team’’; and

• ‘‘2015 Top Underwriter Asset Management Team’’.

Portfolio Investment

The Company Group engages in portfolio investment in equity, fixed-income and derivative securities.

Equity Securities Investment

The Company Group derived investment income from its equity securities investment by making use of
its advantage in investment research. Its securities investment department is responsible for carrying out
equity securities investment, covering equity, equity funds, collective financial management products
and other equity securities products approved by CSRC.

Fixed-income Securities Investment

The fixed-income securities investment of the Company Group has developed steadily in recent years.
The Company Group is a trading and clearing member of the National Inter-bank Bond Market（全國銀

行間債券市場）and is licensed to carry out interest rate swaps and government bond futures business.
The Company Group is also a dealer of the Integrated Electronic Platform of Fixed-income Securities of
Shanghai Stock Exchange（上海証券交易所固定收益証券綜合電子平台) and is able to carry out
business on the National Inter-bank Bond Market, Shanghai Stock Exchange and Shenzhen Stock
Exchange. The Company Group has a full range of investment products in its fixed-income securities
investment, enabling it to hedge against various risks and to maintain steady income.

The fixed-income department is responsible for carrying out fixed-income securities investment,
covering government bonds, corporate bonds and bond funds.

Derivative Securities Investment

The Company Group has been developing the low-risk arbitrage business in its derivative securities
investment business. Since the establishment of its derivative department in 2014, the Company Group
commenced carrying out futures procedural trading, option proprietary trading and structured funds
under stringent risk management control. The Company Group became one of the first market makers
for the 50 ETF and acquired the qualification for carrying out OTC option business in 2014.

The derivative product department is responsible for exploring investment opportunities with advantages
in risk-return characteristics in the financial market and by hedging against the investment risks of
equity products with derivatives, covering options, stock index futures and other derivative securities.

Credit

The Company Group engages in margin financing and securities lending, margin and securities
refinancing, agreed repurchase type securities trading business, stock pledged repo business and
employee stock options financing. The Company Group has established decision-making and
authorisation system for its credit business. There are clear separation of responsibilities among relevant
teams and branches involving in the credit business and among front, middle and back offices, ensuring
continuous and healthy development of credit business of the Company Group.

Margin Financing and Securities Lending

The Company Group received the licence to carry out margin financing and securities lending in
November 2010. The Company Group carries out margin trading by lending money to customers to
trade in securities, who shall repay the Company Group the principal and interests when the debt is due.
The Company Group carries out short selling by lending the securities to customers to sell to others,
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who shall transfer the same category and quantity of securities to the Company Group and repay
interests when the deadline is due. For the years ended 31 December 2017, 2018 and 2019, the
Company Group had an outstanding margin financing and securities lending amount of RMB27.4
billion, RMB19.3 billion and RMB22.6 billion, respectively.

Margin and Securities Refinancing

The Company Group received the licence to carry out margin refinancing in November 2012 and to
carry out securities refinancing in September 2013. The Company Group engages in margin and
securities refinancing by way of borrowing monies or securities from other securities companies and
then on-lending those monies or transferring the securities to customers to conduct margin financing and
securities lending.

Agreed Repurchase Type Securities Trading Business

The Company Group received the licence to carry out agreed securities repurchase trading business on
the Shanghai Stock Exchange in September 2012 and on the Shenzhen Stock Exchange in February
2013.

Stock Pledged Repo Business

The Company Group received the licence to carry out stock pledged repo business in June 2013. As at
31 December 2019, the transaction amount of securities-backed business to be repurchased by the
Company Group amounted to RMB12.9 billion.

Futures Brokerage

The Company Group engages in futures brokerage, commodity trading and related-risk management
mainly through Luzheng Futures. The Company Group provides customers with products and services
relating to futures and derivatives, mainly including futures brokerages, futures, asset management and
commodity trading and risk management. As at 31 December 2019, the Company Group had a total of
27 branches, of which ten were located in Shandong Province and the remaining were situated in other
cities and provinces, including Shanghai, Wuhan, Jinan, Nanjing, Beijing, Tianjin, Zhejiang and
Guangdong.

The shares of Luzheng Futures were listed on the Main Board of the Hong Kong Stock Exchange (Stock
Code: 01461) on 7 July 2015. Luzheng Futures has three wholly-owned subsidiaries, namely Luzheng
Trading Co., Ltd.（魯證經貿有限公司）(‘‘Luzheng Trading’’), Luzheng Information Technology Co.,
Ltd.（魯證資訊技術有限公司）(‘‘Luzheng Information’’) and Luzheng International Holding Co.,
Ltd.（魯證國際控股有限公司）(‘‘Luzheng International’’). Luzheng Trading was incorporated on 24
April 2013 and its scope of business includes the sale and wholesale of agricultural products, metal
products, mining products, chemical products and edible oil, import and export activities, investment
consultancy and technology consultancy. Luzheng Information was incorporated on 15 February 2015
and its scope of business includes the provision of software development, system integration, sale of
electronic products and equipment, and information technology consultancy services. Luzheng
International was incorporated on 16 April 2018 and its scope of business is investment holding.

In recent years, the Company Group has received the following awards for its futures brokerage
business, including:

• ‘‘Best Futures Firm in China’’ and 16 other awards presented by Futures Daily and Securities
Times in 2019;

• ‘‘Best Futures Firm in China’’, ‘‘Futures Companies with Gold Management Team in China’’,
‘‘Best Futures IT System’’, ‘‘Best Brand Building Promotion’’, ‘‘Best Capital Operation and
Development’’ and ‘‘Best Asset Management’’ awarded by Futures Daily and Securities Times in
2016 and 2017;
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• ‘‘Futures Industry Brand Award’’ awarded by Hexun.com in 2016;

• ‘‘Gold Medal in Futures Firm IT Services’’ awarded by Hexun.com in 2014, 2015 and 2016;

• ‘‘Best Futures Firm in China’’, ‘‘Futures Companies with Gold Management Team in China’’,
‘‘Best Futures IT System’’, ‘‘Best Financial Futures Service’’, ‘‘Best Capital Operation and
Development’’, ‘‘Best Risk Management Subsidiary Service’’ and ‘‘Best Asset Management’’
awarded by Futures Daily and Securities Times in 2015; and

• ‘‘Best Futures Firm in China’’, ‘‘Best Financial Innovation Award’’ and ‘‘Best Risk Management
Subsidiary Service Award’’ awarded by Futures Daily and Securities Times in 2014.

Futures Brokerage

Luzheng Futures is a member of Shanghai Futures Exchange, Zhengzhou Commodity Exchange, Dalian
Commodity Exchange, China Financial Futures Exchange and Shanghai International Energy Exchange
Co., Ltd., and is capable of providing various brokerage services for different futures products in China,
including commodity futures and options and financial futures and options.

Futures Asset Management

Luzheng Futures commenced its futures asset management business in January 2013, and is one of the
futures firms in China licensed to carry out futures asset management business. Asset management plans
launched by Luzheng Futures include directional asset management plans and collective asset
management plans.

Commodity Trading and Risk Management

Luzheng Futures commenced its commodity trading and risk management business in 2013, which
includes commodity trading and OTC derivatives trading. In commodity trading, Luzheng Futures
principally engaged in the physical trading and futures trading of commodities to meet the risk
management needs of its clients while it takes advantage of hedging and arbitrage opportunities to
manage its risks and realise gains. Luzheng Futures also performs trading in other derivatives, primarily
options on commodity futures, with its counterparty clients over the counter to provide them with
customised commodity risk management solutions.

Offshore Business

The Company Group conducts its offshore business mainly through the Guarantor and its overseas
subsidiaries. The Guarantor was established pursuant to the Approval regarding the Establishment of
Qilu International Holdings Limited by Qilu Securities Co., Ltd. in Hong Kong Special Administrative
Region of China (Zheng Jian Approve [2012] No.271（關於核准齊魯證券有限公司在香港特別行政區

設立齊魯國際控股有限公司的批復）（證件許可[2012]271號）issued by the CSRC in February 2012.
The Guarantor Group has seven core business segments, namely securities and futures brokerage,
investment banking, asset management, FICC, insurance brokerage, finance lease and investment. For
details of the Guarantor Group’s business, see ‘‘Description of the Guarantor Group’’.

Others

The Company Group engages in research, alternative investment and private equity fund management.

Research

The Company Group has an in-house research team in PRC which supports its main business segments.
The Company Group’s research department provides research reports and opinions on listed companies
in Hong Kong and the PRC, covering a wide range of industries, such as agriculture, forestry, fishing,
non-ferrous metals, banking, iron and steel and pharmaceuticals.
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Over the years, the Company Group’s research team has received various awards in the industry. In
2014, the Company’s research team ranked fourth in the ‘‘Most Improved Research Team’’ by New
Fortune Magazine. In 2015, the Company’s research team was named the ‘‘Best Research Team’’ in the
agriculture, forestry and fishing, new energy, NEEQ and iron and steel sectors and ranked second
overall by New Fortune Magazine. In 2019, the Company’s research team was named ‘‘Best Analyst’’
and ranked second in the banking sector, third in the new energy and power equipment sectors, third in
the metal and new materials sectors, fourth in the resources mining sector, third among ‘‘Institutions
with the Most Potentials’’ and fifth and eighth, respectively, in the financial sector and the energy and
materials sectors, and was named the ‘‘Best Industrial Research Team’’ by New Fortune Magazine. In
2019, the Company’s research team was also named as ‘‘Crystal Ball of Seller Analysts’’ in the coal,
power equipment and new energy sectors and ranked second in the iron and steel and banking sectors by
Securities Market Weekly.

Alternative Investment

The Company Group engages in alternative investment through its wholly-owned subsidiary Zhongtai
Venture Capital Investment (Shenzhen) Co., Ltd.（中泰創業投資（深圳）有限公司）(‘‘Zhongtai Venture
Capital’’). Zhongtai Venture Capital was listed as a subsidiary on the Public Notice of Subsidiary of
Securities Company Investment Fund and Alternative Investment (Seventh Batch) 《證券公司私募投資

基金子公司及另類投資子公司會員公示（第七批）》published by the Securities Association of China on
18 January 2018. Zhongtai Venture Capital primarily invests in unlisted companies by way of equity
investment. As at 31 December 2019, Zhongtai Venture Capital invested in a total of 15 projects with an
aggregate investment amount of RMB315 million.

Private Equity Fund Management

The Company Group engages in private equity fund management through its wholly-owned subsidiary,
Zhongtai Capital Equity Investment Management (Shenzhen) Co., Ltd.（中泰資本股權投資管理（深圳）
有限公司）(‘‘Zhongtai Capital’’), and its majority-owned subsidiary, Qilu Zhongtai Capital Management
Co., Ltd.（齊魯中泰資本管理有限公司）(‘‘Qilu Zhongtai’’). Both Zhongtai Capital and Qilu Zhongtai
are members of the Asset Management Association of China（中國證券投資基金業協會）(the
‘‘AMAC’’) and completed the requisite registration with the AMAC’s comprehensive management
platform under the asset management division. As at 31 December 2019, Zhongtai Capital managed a
total of 14 funds with aggregate fund contributions of RMB1,974 million. As at the same date, these
funds invested in 44 projects.

MAJOR CLIENTS

The Company Group has a diversified portfolio of individual and institutional clients. The Company
Group’s clients are primarily located in the PRC, including enterprises, financial institutions,
government and individuals. Institutional clients include commercial banks, fund managers, insurance
companies, trust companies and other domestic or foreign financial institutions, as well as qualified
foreign institutional investors in China. The Company believes that such client base serves as a strong
support for its future development to become a full service securities firm in China.

COMPETITION

Competition in the securities industry in the PRC has been and is likely to remain intense. According to
the Business Performance and Ranking of Securities Companies in 2019（2019年度證券公司經營業績排

名情況）published by the Securities Association of China（中國證券業協會）, there were 133 registered
securities companies in the PRC as at 31 December 2019. Competition is based on a number of factors,
including price, products and services, innovativeness of the financial products, transaction execution
capability, reputation, experience and knowledge of sales personnel, employee compensation and
geographic scope. The gradual deregulation of the PRC securities industry and the tendency towards
mixed business operations in the PRC’s financial industry may also cause new competitors to enter into
the securities industry, or allow the Company Group’s current competitors to expand the scope of their
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business into new business segments. The deregulation of the PRC securities industry could also induce
foreign financial institutions to enter into the PRC market, which are currently subject to PRC regulatory
limitations and restrictions on their business activities. In addition, other innovative products and
services may emerge in the PRC securities market as the PRC securities industry is gradually evolving.

Some of the Company Group’s competitors may have certain competitive advantages over the Company
Group, such as wider geographic coverage, greater financial resources, broader range of products and
services offerings, stronger brand recognition and more advanced IT systems. The Company Group may
also compete with specialised or regional competitors. While these competitors may not offer as broad a
range of products and services or as wide a geographic coverage as the Company Group’s other
competitors do, they may have more extensive experience, stronger brand recognition and other
competitive advantages in their specialised business segments or geographical regions.

RISK MANAGEMENT

The Company Group’s business activities expose it to various risks, including market risk, credit risk,
liquidity risk and operational risk. Market risk includes the risk of price volatility, foreign exchange risk
and interest rate risk, and is associated with the possibility of loss or reduction in income due to partial
or overall changes in the securities market. Credit risk occurs when a borrower or financing counterparty
fails to perform its duties. Liquidity risk relates to whether in the foreseeable future the Company
Group’s assets would be able to meet its liabilities without any loss of value. Operational risk includes
risks involving errors, omissions, imperfect internal processes, incomplete information systems and
transaction failure and fraud, all of which can occur in the Company Group’s businesses.

In compliance with the Securities Companies Comprehensive Risk Management Guidelines（證券公司全

面風險管理規範）issued by the CSRC and the CSRC’s special requirements, the Company has
established a multi-level comprehensive risk management system. It comprises all-encompassing
procedures in respect of risk identification, risk assessment, risk control and monitoring, risk response
and risk reporting, with more than 50 work processes addressing all aspects ranging from risk
information reporting, design and allocation of annual risk limit, stress testing, valuation of financial
instruments and review of risk measurement models, daily monitoring of risk control index, coordination
of risk events response, risk assessment of new products or businesses and risk management
performance review. The Company has also set up a risk indicator monitoring system based on its net
capital and liquidity levels. In addition, the Company has put in place the Emergency Response Plan for
the Company’s Unexpected Events（公司突發事件維穩工作應急預案）, which sets out the problem-
solving principles, reporting systems and measures to be taken when an emergency event incurs. The
Company has formulated an extensive set of internal risk management policies, guidelines and measures,
such as the ‘‘Company Comprehensive Risk Management Basic Rules 《公司全面風險管理基本制

度》’’ which specifies the objectives, principles, organisational structure, responsibilities and duties and
other fundamental procedures.

EMPLOYEES

The Company Group currently has over 7700 employees. The Company considers its employees
important assets and provides them with continuing education and on-the-job training and encourages
them to pursue various financial and accounting qualifications. The Company believes it has maintained
a good relationship with its employees and to date, it has not experienced any significant labour disputes
which have had or are likely to have a material and adverse effect on its business operations.
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DIRECTORS AND MANAGEMENT OF THE GUARANTOR

BOARD OF DIRECTORS

The Guarantor’s board of directors is constituted by three members, including a chairman and two
directors appointed by the shareholders.

The following table sets forth the members of the Guarantor’s board of directors as at the date of this
Offering Circular:

Name Age Position

Yuan Xicun（袁西存） . . . . . . . . 51 Director
Hu Zengyong（胡增永）. . . . . . . 48 Director
Gao Feng（高峰）. . . . . . . . . . . . . 51 Chairman, director and chief executive officer

Mr. Yuan Xicun, aged 51, is a director of the Guarantor. He currently also serves as the chief financial
officer and the general manager of the planning and finance department of the Company and the director
of Wanjia Asset Management Co., Ltd.（萬家基金管理有限公司）. Mr. Yuan previously served as the
deputy section chief and section chief of the finance section of Laiwu Steel Group Ltd.（萊蕪鋼鐵集團

有限公司）and the general manager of the capital and operations management department of the
Company. He also holds the position of deputy director of the second Finance Committee of Shandong
Securities Association（山東省證券業協會）. Mr. Yuan has a master’s degree and is a senior accountant.

Mr. Hu Zengyong, aged 48, is a director of the Guarantor. He currently also serves as the assistant
general manager of the Company and the general manager of the human resources department of the
Company. Mr. Hu previously served as the assistant manager of the personnel management department
of Shandong Securities Co., Ltd.（山東證券有限責任公司）, the deputy general manager of the human
resources department and the deputy general manager of Tiantong Securities Co., Ltd.（天同證券有限責
任公司）and the general manager of the Liaocheng branch of Tiantong Securities Co., Ltd.（天同證券有

限責任公司）. He obtained his bachelor’s degree from Xi’an College of Statistics（西安統計學院）and
an executive MBA from Shandong University.

Mr. Gao Feng, aged 51, is the chairman, a director and the chief executive officer of the Guarantor and
the general manager of the international business department of the Company. He has more than 20
years of extensive experience in the financial services and securities market. Mr. Gao previously served
as the head of the president’s office of Shandong Securities Co., Ltd.（山東證券股份有限責任公司）,
deputy general manager of the general office of Shandong Zibo Securities Co., Ltd.（山東淄博證券有限
公司）, deputy director of the research institute of Tiantong Securities Co., Ltd.（天同證券有限責任公

司）, general manager of the Shanghai branch of the Company and held other leadership positions in the
financial services and securities market. He has a bachelor’s degree from the Chinese People’s Public
Security University（中國人民公安大學）and an executive MBA from Fudan University.

SENIOR MANAGEMENT

The following table sets forth the senior management of the Guarantor as at the date of this Offering
Circular:

Name Age Position

Gao Feng（高峰）. . . . . . . . . . . . . 51 Director, chief executive officer
Lyu Taojiang（呂濤江）. . . . . . . . 48 Deputy chief executive officer
Zhang Yanfeng（張延峰）. . . . . . . 51 Chief financial officer
Ren Yanqing（任艷青）. . . . . . . . . 47 Chief operations officer
Han Dong（韓冬）. . . . . . . . . . . . 48 Director of investment and financing
Geng Bofeng（耿伯峰） . . . . . . . . 36 Chief risk officer
Wang Leping（王樂平） . . . . . . . 47 Chief investment officer
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For detailed information about Mr. Gao Feng, see ‘‘– Board of Directors’’.

Mr. Lyu Taojiang, aged 48, is the deputy chief executive officer of the Guarantor. Mr. Lyu joined the
Company Group in 2008. Mr. Lyu graduated with an undergraduate degree from Xian College of
Statistics（西安統計學院）in 1995. Before joining the Company Group, Mr. Lyu held positions as
deputy manager of the Harbin securities department at China Galaxy Securities Co., Ltd（中國銀河證

券）, head of the sales department at Shanghai Rui Jin Yi Road branch of Asian Securities Limited（亞

洲證券）and manager of the sales department at Gan He Road branch of the Company（齊魯證券上海甘

河路）.

Mr. Zhang Yanfeng, aged 51, is the chief financial officer of the Guarantor. He has more than 20 years
of experience in accounting in the financial securities industry. Mr. Zhang was the former manager of
the accounting department in the Liaoning, Nanjing, Hangzhou and Shanghai offices of the Company.
Mr. Zhang graduated from Hangzhou University of Science and Technology（華中科技大學）and is a
certified public accountant of China.

Mr. Ren Yanqing, aged 47, is the chief operations officer of the Guarantor. He has approximately 20
years of experience in the financial services industry, especially in the information technology area. Mr.
Ren graduated with a bachelor’s degree from Peking University. He previously served as the head of
online transactions of the information technology department of the Company and Tiantong Securities
Co., Ltd.（天同證券有限責任公司）, respectively.

Mr. Han Dong, aged 48, is a director of investment and financing of the Guarantor. Mr. Han joined the
Group in 2007. Before joining the Company Group, Mr. Han held positions as business manager of the
Laiwu branch of China Construction Bank（中國建設銀行萊蕪市分行）, general manager of the
Shandong branch of Dagong Global Credit Rating Co., Ltd.（大公國際資信評級有限公司）, and
managing director of the Investment Department of and a member of the Investment Banking
Committee of the Company. He graduated with a master’s degree in economics from Shandong
University（山東大學）.

Mr. Geng Bofeng, aged 36, is the chief risk officer of the Guarantor. Mr. Geng graduated from
Shandong University of Finance and Economics（山東財經大學）in 2009. He has over eight years of
relevant industry experience in China and overseas capital markets, in particular, in the areas of
corporate finance, corporate restructuring and listing, NEEQ public listing and cross-border financing.
Mr. Geng is a certified public accountant and an intermediate accountant.

Dr. Wang Leping, aged 47, is the chief investment officer of the Guarantor. He has approximately 20
years of finance-related experience. Before joining the Company Group, Dr. Wang worked at various
financial institutions, including Barclays Capital, Citigroup and Standard Chartered Bank. He also
previously held a faculty position in finance at the Singapore Management University. Dr. Wang
graduated with a bachelor’s degree in applied mathematics from Fudan University（復旦大學）, and also
obtained a masters degree in statistics from University of Maryland and a doctorate degree in finance
from the Wharton School at the University of Pennsylvania.
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PRC REGULATIONS

THE PRC LEGAL SYSTEM

The PRC’s legal system covers laws that fall under seven categories and three different levels. The
seven categories are: Constitution and Constitution-related, civil and commercial, administrative,
economic, social, and criminal laws and the law on lawsuit and non-lawsuit procedures. The three
different levels are state laws, administrative regulations and local statutes. In general, court judgments
do not constitute binding precedents. However, certain court judgments 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 rules and regulations.

Under the PRC Constitution and the Law of Organisation of the People’s Courts, the PRC Judicial
System is made up of the Supreme People’s Court, the local courts, military courts and other special
court. The local courts are comprised of the basic courts, the intermediate courts and the higher courts.
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The basic courts are organised into civil, criminal and other divisions. The intermediate courts are
organised into divisions similar to those of the basic courts, and are further organised into other special
divisions, such as the intellectual property division. The higher level courts supervise 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
Supreme People’s Court has established circuit courts to accept relevant cases within the regions under
their circuit jurisdictions. Circuit courts are hearing organs dispatched by the Supreme People’s Court.
The judgments, rulings and decisions rendered by circuit courts are judgments, rulings and decisions by
the Supreme People’s Court.

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 order s 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 as amended on 28
October 2007, 31 August 2012 and 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 is domiciled. 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, the place of the object of the contract or otherwise connected with the contract or its
performance.

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 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 PRC 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 judgment or ruling made by a
foreign court may also be recognised and enforced by a PRC court in accordance with 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. If the 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, or damage its sovereignty or security, or is not in the interests of the society and
public at large, the PRC court will not recognise and enforce the judgement made by such foreign court.
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INTRA-GROUP LENDING

Prior to 1 September 2015, lending and borrowing, overt or in a disguised form, among non-financial
institutions was prohibited, according to Article 61 of the General Principals of Loans（貸款通則）
promulgated by the PBOC in 1996. There was a risk that intra-group lending may be deemed not in
compliance with the General Principals of Loans, and the PBOC could cancel the certain intra-group
loans and impose a fine equal to one to five times of its income accrued from such loans.

On 6 August 2015, the Supreme People’s Court issued the Regulations on Application of Laws to
Certain Issues For Hearing of Private Lending Cases（最高人民法院關於審理民間借貸案件適用法律若

干問題的規定）(‘‘Regulations’’), which became effective on 1 September 2015. Pursuant to the
Regulations, subject to certain exceptions, an intra-group lending entered into for production or
operating purposes is valid and recognised by the PRC courts. However, the validity of such lending
may still be challenged if the lender (not being a financial institution) regularly conducts lending
business or its lending activities become its primary business, as such loans would no longer be made
for production or business operation purposes.

EXTERNAL SECURITY REGIME

Cross-Border Guarantee Laws

On 12 May 2014, SAFE promulgated the Foreign Exchange of Cross-border Guarantee Measures. The
Foreign Exchange of Cross-border Guarantee Measures, which came into force on 1 June 2014, replaced
previous regulations regarding cross-border security and introduced a number of significant changes,
including: (i) abolishing prior SAFE approval and quota requirements for cross-border security; (ii)
requiring SAFE registration for two specific types of cross-border security; (iii) removing eligibility
requirements for providers of cross-border security; (iv) providing that the validity of any cross-border
security agreements no longer subject to SAFE approval, registration, filing, and any other SAFE
administrative requirements; and (v) removing SAFE verification requirement for performance of cross-
border security. A cross-border guarantee is a form of security under the Foreign Exchange of Cross-
border Guarantee Measures. The Foreign Exchange of Cross-border Guarantee Measures classify cross-
border security into three types:

• Nei Bao Wai Dai (NBWD, 內保外貸): security/guarantee provided by an onshore security provider
for a debt owing by an offshore debtor to an offshore creditor.

• Wai Bao Nei Dai (WBND, 外保內貸): security/guarantee provided by an offshore security
provider for a debt owing by an onshore debtor to an onshore creditor.

• Other Types of Cross-border Security（其他形式跨境擔保）: any cross-border security/guarantee
other than Nei Bao Wai Dai and Wai Bao Nei Dai.

Under SAFE Regulations, the local SAFE will go through a procedural review (as opposed to a
substantive approval process) of the application for registration. Upon completion of the review, the
local SAFE will issue a registration notice or record to the Company as the Guarantor to confirm the
completion of the registration.
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NDRC Registration

On 14 September 2015, the NDRC issued the NDRC Circular, which became effective on the same day.
In order to encourage the use of low-cost capital in the international capital markets in promoting
investment and steady growth and to facilitate cross-border financing, the NDRC Circular abolishes the
case-by-case quota review and approval system for the issuance of foreign debts by PRC enterprises. It
sets forth the following measures to promote the administrative reform of the issuance of foreign debts
by PRC enterprises or overseas enterprises and branches controlled by PRC enterprises:

• steadily promote the administrative reform of the filing and registration system for the issuance of
foreign debts by enterprises;

• increase the size of foreign debts issued by enterprises, and support the transformation and
upgrading of key sectors and industries;

• simplify the filing and registration of the issuance of foreign debts by enterprises; and

• strengthen the supervision during and after the process to prevent risks.

For the purposes of the NDRC Circular, ‘‘foreign debts’’ means RMB-denominated or foreign currency-
denominated debt instruments with a maturity over one year which are issued offshore by PRC
enterprises and their controlled offshore enterprises or branches and for which the principal and interest
are repaid as agreed, including offshore bonds and long-term and medium-term international commercial
loans. According to this definition, offshore bonds issued by both PRC enterprises and their controlled
offshore enterprises or branches shall be regulated by the NDRC Circular.

Pursuant to the NDRC Circular, an enterprise shall: (i) apply to the NDRC for the filing and registration
procedures prior to the issuance of the bonds; and (ii) shall report the information on the issuance of the
bonds to the NDRC within ten working days after the completion of each issuance.

As the NDRC Circular is newly published, certain detailed aspects of its interpretation and application
remain subject to further clarification.

The Issuer (failing whom, the Guarantor) undertakes to file or cause to be filed with the NDRC the
requisite information and documents pursuant to Condition 4(c) of the Terms and Conditions of the
Bonds.

CSRC FILING

On 25 September 2018, the CSRC issued the Measures for the Administration of the Formation,
Acquisition and Purchase of Non-Controlling Shares of Overseas Business Institutions by Securities
Companies and Securities Investment Fund Management Companies（證券公司和證券投資基金管理公

司境外設立、收購、參股經營機構管理辦法）(the ‘‘CSRC Circular’’), which became effective on the
same day. Pursuant to the CSRC Circular, a securities fund business institution that increases capital
contribution to an overseas subsidiary or provides financing, guarantee and other similar credit
enhancement measures to an overseas subsidiary in accordance with the law shall perform internal
decision-making procedures and file with the CSRC within five working days from the date when the
resolution is made. If the securities fund business institution issues a comfort letter or any other similar
document without any substantive guarantee obligation to an overseas subsidiary in accordance with the
law, it shall file with the CSRC within the first five working days of the month immediately before the
month when such document is issued.
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The Company made its filing with the CSRC in relation to the Keepwell Deed , the receipt of which had
been acknowledged by the CSRC via its reply to the Company on 17 June 2020, which indicated that it
had no objection to the Company in respect of its execution of the Keepwell Deed. Please also see ‘‘Risk
Factors – Risks relating to the Keepwell Deed’’.

117



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 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 advisers concerning the
possible tax consequences of buying, holding or selling any Bonds under the laws of their country of
citizenship, residence or domicile.

BRITISH VIRGIN ISLANDS

The Issuer is exempt from all provisions of the Income Tax Ordinance of the British Virgin Islands.
Payments of principal, premium or interest in respect of the Bonds to persons who are not resident in
the British Virgin Islands are not subject to British Virgin Island tax or withholding tax.

Capital gains realised with respect to the Bonds by persons who are not persons resident in the British
Virgin Islands are also exempt from all provisions of the Income Tax Ordinance of the British Virgin
Islands.

No estate, inheritance, succession or gift tax, rate, duty, levy or other charge is payable by persons who
are not persons resident in the British Virgin Islands with respect to the Bonds.

All instruments relating to transactions in respect of the Bonds are exempt from payment of stamp duty
in the British Virgin Islands. This assumes that the Issuer does not hold an interest in real estate in the
British Virgin Islands.

There are currently no government or other exchange controls in the British Virgin Islands.

HONG KONG

Withholding Tax

No withholding tax is payable in Hong Kong in respect of payments of principal or interest on the
Bonds or in respect of any capital gains arising from the sale of the Bonds.

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:

(i) 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;

(ii) 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;
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(iii) 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

(iv) 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 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 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.

Sums derived from the sale, disposal or redemption of 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.

In certain circumstances, Hong Kong profits tax exemptions (such as concessionary tax rates) may be
available. Investors are advised to consult their own tax advisors to ascertain the applicability of any
exemptions to their individual position.

Stamp Duty

No Hong Kong stamp duty will be chargeable upon the issue or transfer of a Bond.

PRC

The following summary accurately describes the principal PRC tax consequences of ownership of the
Bonds by beneficial owners who, or which, are not residents of Mainland 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 advisers 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.

EIT

Pursuant to the EIT Law which took effect on 1 January 2008 and was amended on 24 February 2017
and 29 December 2018, and the Individual Income Tax Law of the PRC which took effect on 10
September 1980 and was lastly amended on 31 August 2018, and their implementation regulations, an
income tax is imposed on payment of interest by way of withholding in respect of debt securities, issued
by PRC resident enterprises to non-PRC Bondholders, including non-PRC resident enterprises and non-
PRC resident individuals. The current rates of such income tax are 20 per cent. for non-PRC resident
individuals and 10 per cent. for non-PRC resident enterprises. However, the tax so charged on interests
paid on the Bonds to non-PRC Bondholders who, or which are residents of Hong Kong (including
enterprise holders and individual holders) will be 7 per cent. of the gross amount of the interest pursuant
to the arrangement between the PRC and Hong Kong for avoidance of double-taxation and relevant
interpretation of the arrangement formulated by the SAT. The Issuer or, as the case may be, the
Guarantor 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 Condition 8 of the Terms
and Conditions of the Bonds.
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Under the EIT Law and its Implementation Regulation, 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 EIT if
such gains are regarded as incomes 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
incomes derived from sources within the PRC. There remains uncertainty as to whether the gains
realised from the transfer of the Bonds would be treated as incomes derived from sources within the
PRC and be subject to PRC enterprise income tax. This will depend on how the PRC tax authorities
interpret, apply or enforce the EIT Law and its Implementation Regulation. 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 an arrangement between the PRC and Hong Kong for avoidance of double-
taxation, 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.

Stamp Duty

No PRC stamp duty will be imposed on non-resident holders either upon issuance of the Bonds or upon
a subsequent transfer of Bonds to the extent that the register of holders of the Bonds is maintained
outside the PRC and the issue, sale, transfer, registration or any other activities in relation to the Bonds
takes place outside the PRC.

VAT

According to the Circular of Full Implementation of Replacing Business Tax with Value-Added Tax
Reform (Caishui [2016] No. 36) (‘‘Circular 36’’), the entities or individuals providing financial services
within PRC are subject to VAT. The services are treated as being sold within the PRC where either the
service provider or the service recipient is located in the PRC. Financial services potentially subject to
VAT include the provision of the loans. It is further clarified under Circular 36 that the ‘‘loans’’ refers
to the activity of lending capital for another’s use and receiving the interest income thereon. Based on
the definition of ‘‘loans’’ under Circular 36, the issuance of Bonds is likely to be treated as the
Bondholders providing the loans to the Issuer, which thus shall be regarded as the financial services for
VAT purposes. If the Issuer is deemed to be a PRC resident enterprise in the PRC by the PRC tax
authorities, the Bondholders may be regarded as providing the financial services within the PRC and
consequently, the amount of interest payable by the Issuer to any non-resident Bondholders may subject
to withholding VAT at the rate of 6 per cent. In addition, if the holders of the Bonds shall also be
subject to the local levies at approximately 12 per cent. of the VAT payment.

Circular 36 and laws and regulations pertaining to VAT are relatively new, the interpretation and
enforcement of which involve uncertainties, and the above statement may be subject to further change
upon the issuance of further clarification rules and/or different interpretation by the competent tax
authority. There is uncertainty as to the application of Circular 36.
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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 the British Virgin Islands) 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 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 o
ran 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 date on which final regulations defining foreign passthru
payments are published in the U.S. Federal Register. Holders should consult their own tax advisers
regarding how these rules may apply to their investment in the Bonds. In the event any withholding
would be required pursuant to FATCA or an IGA with respect to payments on the Bonds, no person will
be required to pay additional amounts as a result of the withholding.
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EXCHANGE RATE INFORMATION

PRC

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. 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, 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 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, PBOC further widened the floating
band against the U.S. dollar to 2.0 per cent.

Following an announcement by the PBOC on 11 August 2015 that authorised market-makers to provide
central parity quotations to the China Foreign Exchange Trading Centre daily before the opening of the
interbank foreign exchange market, the Renminbi depreciated significantly against the U.S. dollar
through the remainder of 2015 and 2016 before rebounding in 2017. 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. On 5 August 2019, the PBOC set the Renminbi’s
daily reference rate to above RMB7 per U.S. dollar for the first time in over a decade amidst an
uncertain trade and global economic climate. The PRC government may from time to time make further
adjustments to the exchange rate system 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

(RMB per US$1.00)
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . 6.4778 6.2869 6.4896 6.1870
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9430 6.6549 6.9580 6.4480
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . 6.5063 6.7569 6.9575 6.4773
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8755 6.6292 6.9737 6.2649
2019 . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9618 6.9014 7.1786 6.6822
2020

January . . . . . . . . . . . . . . . . . . . . . . . 6.9161 6.9184 6.9749 6.8589
February . . . . . . . . . . . . . . . . . . . . . . 6.9906 6.9967 7.0286 6.9650
March . . . . . . . . . . . . . . . . . . . . . . . . 7.0808 7.0205 7.1099 6.9244
April . . . . . . . . . . . . . . . . . . . . . . . . . 7.0622 7.0708 7.0989 7.0341
May . . . . . . . . . . . . . . . . . . . . . . . . . 7.1348 7.1016 7.1681 7.0622
June . . . . . . . . . . . . . . . . . . . . . . . . . 7.0651 7.0816 7.1263 7.0575
July (through 24 July) . . . . . . . . . . . . . 7.0168 7.0069 7.0703 6.9800
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Notes:

(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 Federal Reserve Board.

(2) 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.

Hong Kong

The Hong Kong dollar is freely convertible into other currencies, including the U.S. dollar. Since 17
October 1983, the Hong Kong dollar has been pegged to the U.S. dollar at the rate of HK$7.80 to
US$1.00. The central element in the arrangements which gave effect to the peg is that, by agreement
between the Hong Kong Special Administrative Region government and the three Hong Kong banknote
issuing banks (i.e., The Hongkong and Shanghai Banking Corporation Limited, Standard Chartered Bank
and the Bank of China Limited), certificates of indebtedness, which are issued by the Hong Kong
Government Exchange Fund to the banknote issuing banks to be held as cover for their banknote issues,
are issued and redeemed only against payment in U.S. dollars at the fixed exchange rate of HK$7.80 to
US$1.00. When the banknotes are withdrawn from circulation, the banknote issuing banks surrender the
certificates of indebtedness to the Hong Kong Government Exchange Fund and are paid the equivalent
U.S. dollars at the fixed rate.

The market exchange rate of the Hong Kong dollar against the U.S. dollar continues to be determined by
the forces of supply and demand in the foreign exchange market. However, against the background of
the fixed rate which applies to the issue of the Hong Kong currency in the form of banknotes, as
described above, the market exchange rate has not deviated materially from the level of HK$7.80 to
US$1.00 since the peg was first established. However, in May 2005, the Hong Kong Monetary
Authority broadened the 22-year old trading band from the original rate of HK$7.80 per US$1.00 to a
rate range of HK$7.75 to HK$7.85 per US$1.00. The Hong Kong Special Administrative Region
government has stated its intention to maintain the link at that rate and it, acting through the Hong Kong
Monetary Authority, has a number of means by which it may act to maintain exchange rate stability.
Under the Basic Law, the Hong Kong dollar will continue to circulate and remain freely convertible.
The Hong Kong Special Administrative Region government has also stated that it has no intention of
imposing exchange controls in Hong Kong and that the Hong Kong dollar will remain freely convertible
into other currencies, including the U.S. dollar. However, no assurance can be given that the Hong Kong
Special Administrative Region government will maintain the link at HK$7.75 to HK$7.85 per US$1.00,
or at all.
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The following table sets forth the exchange rate as set forth in the H.10 statistical release of the Federal
Reserve Board for the periods indicated:

Hong Kong Dollar per U.S. Dollar
Noon Buying Rate(1)

Period End Average(2) High Low

(HK$ per US$1.00)
2015 . . . . . . . . . . . . . . . . . . . . . . . . . . 7.7507 7.7524 7.7686 7.7495
2016 . . . . . . . . . . . . . . . . . . . . . . . . . . 7.7534 7.7620 7.8270 7.7505
2017 . . . . . . . . . . . . . . . . . . . . . . . . . . 7.8128 7.7926 7.8267 7.7540
2018 . . . . . . . . . . . . . . . . . . . . . . . . . . 7.8305 7.8376 7.8499 7.8043
2019 . . . . . . . . . . . . . . . . . . . . . . . . . . 7.7894 7.8335 7.8499 7.7850
2020

January . . . . . . . . . . . . . . . . . . . . . . . 7.7665 7.7725 7.7889 7.7661
February . . . . . . . . . . . . . . . . . . . . . . 7.7927 7.7757 7.7951 7.7630
March . . . . . . . . . . . . . . . . . . . . . . . . 7.7513 7.7651 7.7863 7.7511
April . . . . . . . . . . . . . . . . . . . . . . . . . 7.7514 7.7512 7.7530 7.7498
May . . . . . . . . . . . . . . . . . . . . . . . . . 7.7513 7.7519 7.7561 7.7517
June . . . . . . . . . . . . . . . . . . . . . . . . . 7.7501 7.7501 7.7514 7.7498
July (through 24 July) . . . . . . . . . . . . . 7.7516 7.7511 7.7538 7.7499

Notes:

(1) Exchange rates between Hong Kong dollars and U.S. dollar represent the noon buying rates as set forth in the H.10
statistical release of the Federal Reserve Board.

(2) 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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SUBSCRIPTION AND SALE

The Issuer and the Guarantor have entered into a subscription agreement with the Joint Lead Managers
dated 5 August 2020 (the ‘‘Subscription Agreement’’) pursuant to which and subject to certain
conditions contained in the Subscription Agreement, the Issuer has agreed to sell to the Joint Lead
Managers, and the Joint Lead Managers have agreed to subscribe and pay for or procure subscribers to
subscribe and pay for the aggregate principal amount of the Bonds.

The Subscription Agreement provides that the Issuer and the Guarantor will jointly and severally
indemnify the Joint Lead Managers against certain liabilities in connection with the offer and sale of the
Bonds. The Subscription Agreement provides that the obligations of the Joint Lead Managers are subject
to certain conditions precedent and entitle the Joint Lead Managers to terminate it in certain
circumstances prior to payment being made to the Issuer.

The Joint Lead Managers and their 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 Joint Lead Managers and their affiliates have, from time to time,
performed, and may in the future perform, various Banking Services or Transactions for the Issuer, the
Guarantor and the Company, for which they received or will receive customary fees and expenses.

The Joint Lead Managers and their respective affiliates may purchase the Bonds and allocate the Bonds
for asset management and/or proprietary purposes but not with a view to distribution. 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, the Guarantor or the Company, and therefore, they may offer or sell
the Bonds or other securities otherwise than in connection with the offering of the Bonds. Accordingly,
references herein to the Bonds being ‘‘offered’’ should be read as including any offering of the Bonds to
the Joint Lead Managers and/or their respective affiliates, or affiliates of the Issuer, the Guarantor or the
Company 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 and the Guarantee – A trading market for the Bonds may
not develop’’). The Issuer, the Guarantor, the Company and the Joint Lead Managers are under no
obligation to disclose the extent of the distribution of the Bonds amongst individual investors. Zhongtai
International Securities Limited is a member of the Guarantor Group.

In the ordinary course of their various business activities, the Joint Lead 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 and instruments of the
Issuer, the Guarantor and/or the Company, including the Bonds and could adversely affect the trading
prices of the Bonds. Certain of the Joint Lead Managers or their respective affiliates that have a lending
relationship with the Issuer, the Guarantor and/or the Company routinely hedge their credit exposure to
the Issuer, the Guarantor and/or the Company consistent with their customary risk management policies.
Typically, the Joint Lead Managers and their respective affiliates would hedge such exposure by
entering into transactions which consist of either the purchase of credit default swaps or the creation of
short positions in the Issuer’s, the Guarantor’s and/or the Company’s securities, including potentially the
Bonds offered hereby. Any such short positions could adversely affect future trading prices of the Bonds
offered hereby. The Joint Lead 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, the Guarantor or the Company, and may
recommend to their clients that they acquire long and/or short positions in the Bonds or other financial
instruments.
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General

None of the Issuer, the Guarantor, the Company nor the Joint Lead Managers makes any representation
that any action has been or will be taken in any jurisdiction by the Joint Lead Managers or the Issuer or
the Guarantor or the Company that would permit a public offering of the Bonds, or possession or
distribution of the Offering Circular (in preliminary proof or final form) or any other offering or
publicity material relating to the Bonds (including roadshow materials and investor presentations), in
any country or jurisdiction where action for that purpose is required. Each of the Joint Lead Managers
will comply to the best of its knowledge and belief in all material respects with all applicable laws and
regulations in each jurisdiction in which it acquires, offers, sells or delivers Bonds or has in its
possession or distribute the Offering Circular (in preliminary proof or final form) or any such other
material, in all cases at its own expense. The Issuer, the Guarantor, the Company and the Joint Lead
Managers will have no responsibility for, and the Joint Lead Managers will obtain any consent, approval
or permission required by it for, the acquisition, offer, sale or delivery by it of Bonds under the laws
and regulations in force in any jurisdiction to which it is subject or in or from which it makes any
acquisition, offer, sale or delivery of the Bonds. If a jurisdiction requires that the offering be made by a
licensed broker or dealer and any of the Joint Lead Managers or their respective affiliates is a licensed
broker or dealer in that jurisdiction, the offering shall be deemed to be made by such Joint Lead
Manager or such affiliate on behalf of the Issuer in such jurisdiction. The Joint Lead Managers are not
authorised to make any representation or use any information in connection with the issue, subscription
and sale of the Bonds other than as contained in, or which is consistent with, the Offering Circular or
any amendment or supplement to it.

United States

The Bonds and the Guarantee have not been and will not be registered under the Securities Act and 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. Each Joint Lead Manager has
represented that it has not offered or sold, and agrees that it will not offer or sell, any Bonds and the
Guarantee constituting part of its allotment within the United States except in accordance with Rule 903
of Regulation S under the Securities Act. Accordingly, neither it, its affiliates nor any persons acting on
its or their behalf have engaged or will engage in any directed selling efforts with respect to the Bonds
and the Guarantee. Terms used in this paragraph have the meanings given to them by Regulation S
under the Securities Act.

United Kingdom

Each Joint Lead Manager 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 or the Guarantor; 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.

Singapore

Each Joint Lead Manager has acknowledged that the Offering Circular has not been and will not be
registered as a prospectus with the Monetary Authority of Singapore. Accordingly, each Joint Lead
Manager 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, the Offering Circular or any other
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document or material in connection with the offer or sale, or invitation for subscription or purchase, and
has not circulated or distributed, nor will it circulate or distribute, the 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 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 (each term as defined in Section 2(1) of the SFA) of that corporation or the beneficiaries’
rights and interest (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:

(i) 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;

(ii) where no consideration is or will be given for the transfer;

(iii) where the transfer is by operation of law;

(iv) as specified in Section 276(7) of the SFA; or

(v) as specified in Regulation 37A of the Securities and Futures (Offers of Investments) (Securities
and Securities-based Derivatives Contracts) Regulations 2018.

Singapore SFA Product Classification: In connection with Section 309B of the SFA and 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) and Excluded Investment Products (as defined in MAS Notice SFA 04-N12:
Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice on Recommendations on
Investment Products).

Hong Kong

Each Joint Lead Manager has represented, warranted and agreed that (a) it has not offered or sold and
will not offer or sell in Hong Kong, by means of any document, any Bonds other than (i) to
‘‘professional investors’’ as defined in the SFO and any rules made under the SFO; or (ii) in other
circumstances which do not result in the document being a ‘‘prospectus’’ as defined in the Companies
(Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32) of Hong Kong) (‘‘C(WUMP)O’’) or
which do not constitute an offer to the public within the meaning of C(WUMP)O; and (b) 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 likely to be accessed or read by,
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the public of Hong Kong (except if permitted to do so under the securities laws of Hong Kong) other
than with respect to 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 under the SFO.

PRC

Each Joint Lead Manager 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.

Taiwan

Unless the Bonds have been registered or filed with, or approved by, the Financial Supervisory
Commission of Taiwan and/or other regulatory authority of Taiwan, the Bonds may not be sold, issued
or offered within Taiwan through a public offering or in circumstances which constitutes an offer within
the meaning of the Securities and Exchange Act of Taiwan or relevant laws and regulations that requires
a registration, filing o approval of the Financial Supervisory Commission of Taiwan and/or other
regulatory authority of Taiwan.

British Virgin Islands

Each Joint Lead Manager has represented, warranted and agreed that no invitation has been or will be
made, directly or indirectly, to the public in the British Virgin Islands or a natural person who is a
British Virgin Islands resident or citizen to subscribe for the Bonds and the Bonds are not being offered
or sold and may not be offered or sold, directly or indirectly, in the British Virgin Islands, except as
otherwise permitted by British Virgin Islands law.

This Offering Circular does not constitute, and there will not be, an offering of the Bonds to any person
in the British Virgin Islands.
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GENERAL INFORMATION

1. Clearing Systems: The Bonds will be lodged and cleared through Euroclear and Clearstream. The
ISIN and Common Code for the Bonds are XS2203111120 and 220311112, respectively.

2. Authorisations: The Issuer has obtained all necessary consents, approvals and authorisations in
connection with the execution, issue and performance of its obligations under the Bonds, the Trust
Deed, the Agency Agreement and the Keepwell Deed. The issue of the Bonds was authorised by
written resolutions of the board of directors of the Issuer on 26 June 2020. The Guarantor has
obtained all necessary consents, approvals and authorisations in connection with the giving and
performance of the Guarantee, the execution of the Trust Deed, the Agency Agreement and the
Keepwell Deed, which were authorised by written resolutions of the sole member and the board of
directors of the Guarantor on 13 July and 13 July, respectively. The Company has obtained all
necessary consents, approvals and authorisations in connection with the issue of the Bonds and the
entry into the Keepwell Deed which were authorised by the resolutions of the board of directors of
the Company dated 19 February 2020 and by the resolutions of the shareholders of the Company
dated 5 March 2020.

3. No Material Adverse Change: Save as disclosed in this Offering Circular, there has been no
material adverse change in the financial or trading position or prospects of the Guarantor, the
Company and the Company Group since 31 December 2019. Save as disclosed in this Offering
Circular, there has been no material adverse change in the financial or trading position or prospects
of the Issuer since its date of incorporation.

4. Litigation: Save as disclosed in this Offering Circular, none of the Issuer, the Guarantor, the
Company and any other member of the Company Group is involved in any litigation or arbitration
proceedings that the Issuer, the Guarantor or the Company, as the case may be, believes are
material in the context of the Bonds, nor is any of the Issuer, the Guarantor or the Company aware
that any such proceedings are pending or threatened.

5. Available Documents: Copies of the following documents will be available for inspection from
the Issue Date at the Guarantor’s office at 19/F, Li Po Chun Chambers, 189 Des Voeux Road
Central, Hong Kong during normal business hours, so long as any of the Bonds is outstanding:

(a) the Guarantor Audited Financial Statements;

(b) the Trust Deed;

(c) the Agency Agreement;

(d) the Keepwell Deed;

(e) the Memorandum and Articles of Association of the Issuer;

(f) the Articles of Association of the Guarantor; and

(g) the Articles of Association of the Company.

6. Financial Information: The Guarantor Audited Financial Statements, which are included
elsewhere in this Offering Circular, have been audited by SHINEWING (HK) CPA Limited, the
Guarantor’s independent auditor.
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7. Auditor’s Consent: SHINEWING (HK) CPA Limited has given and not withdrawn its written
consent to the reproduction in this Offering Circular of its accountants’ report of the Guarantor for
the three years ended 31 December 2019, and with references to its name in the form and context
in which they appear.

8. Listing of the Bonds: 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 13 August 2020.

130



INDEX TO THE FINANCIAL INFORMATION

Pages

ACCOUNTANTS’ REPORT OF THE GUARANTOR FOR THE THREE YEARS ENDED 31
DECEMBER 2019

Accountants’ Report on Historical Financial Information
to the Directors of Zhongtai Financial International Limited . . . . . . . . . . . . . . . . . . . . . . . . . . . . F-2

Consolidated Statement of Profit or Loss and Other Comprehensive Income . . . . . . . . . . . . . . . . F-4

Consolidated Statement of Financial Position . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . F-6

Consolidated Statement of Changes in Equity . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . F-8

Consolidated Statement of Cash Flows . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . F-11

Notes to the Historical Financial Statements . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . F-14

F-1



F-2



F-3



F-4



F-5



F-6



F-7



F-8



F-9



F-10



F-11



F-12



F-13



F-14



F-15



F-16



F-17



F-18



F-19



F-20



F-21



F-22



F-23



F-24



F-25



F-26



F-27



F-28



F-29



F-30



F-31



F-32



F-33



F-34



F-35



F-36



F-37



F-38



F-39



F-40



F-41



F-42



F-43



F-44



F-45



F-46



F-47



F-48



F-49



F-50



F-51



F-52



F-53



F-54



F-55



F-56



F-57



F-58



F-59



F-60



F-61



F-62



F-63



F-64



F-65



F-66



F-67



F-68



F-69



F-70



F-71



F-72



F-73



F-74



F-75



F-76



F-77



F-78



F-79



F-80



F-81



F-82



F-83



F-84



F-85



F-86



F-87



F-88



F-89



F-90



F-91



F-92



F-93



F-94



F-95



F-96



F-97



F-98



F-99



F-100



F-101



F-102



F-103



F-104



F-105



F-106



F-107



F-108



F-109



F-110



F-111



F-112



F-113



F-114



F-115



F-116



F-117



F-118



F-119



F-120



F-121



F-122



F-123



F-124



F-125



F-126



F-127



F-128



F-129



F-130



F-131



F-132



F-133



F-134



F-135



ISSUER GUARANTOR

Zhongtai International Finance (BVI)
Company Limited

（中泰國際財務（英屬維爾京群島）有限公司）
Commerce House
Wickhams Cay 1
P.O. Box 3140

Road Town, Tortola
VG1110

British Virgin Islands

Zhongtai Financial International Limited
（中泰金融國際有限公司）

19/F, Li Po Chun Chambers
189 Des Voeux Road Central

Hong Kong

TRUSTEE PRINCIPAL PAYING
AGENT

REGISTRAR AND
TRANSFER AGENT

The Bank of
New York Mellon,
London Branch

One Canada Square
London E14 5AL
United Kingdom

The Bank of
New York Mellon,
London Branch

One Canada Square
London E14 5AL
United Kingdom

The Bank of
New York Mellon SA/NV,

Luxembourg Branch
Vertigo Building – Polaris
2-4, rue Eugène Ruppert
L-2453 Luxembourg

LEGAL ADVISERS

To the Issuer as to
English and Hong Kong law

To the Issuer as to
British Virgin Islands law

King & Wood Mallesons
13th Floor Gloucester Tower, The Landmark

15 Queen’s Road Central
Hong Kong

Ogier
11th Floor, Central Tower
28 Queen’s Road Central

Central
Hong Kong

To the Issuer as to PRC law To the Joint Lead Managers as to
English law

Grandall Law Firm (Jinan)
19th-20th Floor, Block C
Yinfeng Fortune Plaza

No.1 Long’ao West Road
Jinan, Shandong

PRC

Linklaters
17th Floor, Alexandra House

Chater Road, Central
Hong Kong

To the Joint Lead Managers as to PRC law To the Trustee as to English law

Jiayuan Law Offices
F408, Ocean Plaza

158 Fuxing Men Nei Street
Xicheng District, Beijing

PRC

Linklaters
17th Floor, Alexandra House

Chater Road, Central
Hong Kong

AUDITOR OF THE GUARANTOR

SHINEWING (HK) CPA Limited
43/F, Lee Garden One
33 Hysan Avenue
Causeway Bay
Hong Kong



A.Plus International
FINANCIAL PRESS LIMITED
200780369



<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles true
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (Japan Color 2001 Coated)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /LeaveColorUnchanged
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize false
  /OPM 1
  /ParseDSCComments true
  /ParseDSCCommentsForDocInfo true
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo true
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments true
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<

    /BGR <>
    /CHS <FEFF4f7f75288fd94e9b8bbe5b9a521b5efa7684002000410064006f006200650020005000440046002065876863900275284e8e9ad88d2891cf76845370524d53705237300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c676562535f00521b5efa768400200050004400460020658768633002>
    /CHT <FEFF4f7f752890194e9b8a2d7f6e5efa7acb7684002000410064006f006200650020005000440046002065874ef69069752865bc9ad854c18cea76845370524d5370523786557406300260a853ef4ee54f7f75280020004100630072006f0062006100740020548c002000410064006f00620065002000520065006100640065007200200035002e003000204ee553ca66f49ad87248672c4f86958b555f5df25efa7acb76840020005000440046002065874ef63002>
    /CZE <>
    /DAN <>
    /DEU <>
    /ENU (Use these settings to create Adobe PDF documents best suited for high-quality prepress printing.  Created PDF documents can be opened with Acrobat and Adobe Reader 5.0 and later.)
    /ESP <>
    /ETI <>
    /FRA <>
    /GRE <>

    /HRV (Za stvaranje Adobe PDF dokumenata najpogodnijih za visokokvalitetni ispis prije tiskanja koristite ove postavke.  Stvoreni PDF dokumenti mogu se otvoriti Acrobat i Adobe Reader 5.0 i kasnijim verzijama.)
    /HUN <>
    /ITA <>
    /JPN <FEFF9ad854c18cea306a30d730ea30d730ec30b951fa529b7528002000410064006f0062006500200050004400460020658766f8306e4f5c6210306b4f7f75283057307e305930023053306e8a2d5b9a30674f5c62103055308c305f0020005000440046002030d530a130a430eb306f3001004100630072006f0062006100740020304a30883073002000410064006f00620065002000520065006100640065007200200035002e003000204ee5964d3067958b304f30533068304c3067304d307e305930023053306e8a2d5b9a306b306f30d530a930f330c8306e57cb30818fbc307f304c5fc59808306730593002>
    /KOR <FEFFc7740020c124c815c7440020c0acc6a9d558c5ec0020ace0d488c9c80020c2dcd5d80020c778c1c4c5d00020ac00c7a50020c801d569d55c002000410064006f0062006500200050004400460020bb38c11cb97c0020c791c131d569b2c8b2e4002e0020c774b807ac8c0020c791c131b41c00200050004400460020bb38c11cb2940020004100630072006f0062006100740020bc0f002000410064006f00620065002000520065006100640065007200200035002e00300020c774c0c1c5d0c11c0020c5f40020c2180020c788c2b5b2c8b2e4002e>
    /LTH <>
    /LVI <>
    /NLD (Gebruik deze instellingen om Adobe PDF-documenten te maken die zijn geoptimaliseerd voor prepress-afdrukken van hoge kwaliteit. De gemaakte PDF-documenten kunnen worden geopend met Acrobat en Adobe Reader 5.0 en hoger.)
    /NOR <>
    /POL <>
    /PTB <>
    /RUM <>
    /RUS <>
    /SKY <>
    /SLV <>
    /SUO <>
    /SVE <>
    /TUR <>
    /UKR <>
  >>
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting true
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks false
      /AddColorBars false
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks false
      /BleedOffset [
        8.503940
        8.503940
        8.503940
        8.503940
      ]
      /ConvertColors /NoConversion
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /LeaveUntagged
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed true
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice




