Hong Kong Exchanges and Clearing Limited and The Stock Exchange of Hong Kong Limited take no
responsibility for the contents of this announcement, 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 announcement.

This announcement is for information purposes only and does not constitute an invitation or offer to acquire,
purchase or subscribe for securities. This announcement does not constitute or form a part of any offer or
solicitation to purchase or subscribe for securities in the United States. The securities have not been and will
not be registered under the U.S. Securities Act of 1933, as amended (the “Securities Act”), or the securities
laws of any state of the United States or any other jurisdiction, 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. Accordingly, the Bonds are being offered and sold only outside the United States in offshore
transactions in compliance with Regulation S under the Securities Act. This announcement and the information
contained herein are not for distribution, directly or indirectly, in or into the United States. No public offer of
the securities referred to herein is being or will be made in the United States.

This announcement and the listing document referred to herein have been published for information
purposes only as required by the Rules Governing the Listing of Securities on The Stock Exchange of Hong
Kong Limited (“Listing Rules”) and do not constitute an offer to sell nor a solicitation of an offer to buy
any securities. Neither this announcement nor anything referred to herein (including the listing document)
forms the basis for any contract or commitment whatsoever. For the avoidance of doubt, the publication of this
announcement and the listing document referred to herein shall not be deemed to be an offer of securities made
pursuant to a prospectus issued by or on behalf of Shuifa International Holdings (BVI) Co., Ltd (the “Issuer”)
for the purposes of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32) of Hong
Kong nor shall it constitute an advertisement, invitation or document containing an invitation to the public to
enter into or offer to enter into an agreement to acquire, dispose of, subscribe for or underwrite securities for the
purposes of the Securities and Futures Ordinance (Cap. 571) of Hong Kong.

Notice to Hong Kong investors: The Issuer and Shuifa Group Co., Ltd. (KB EBHFR L ) (the “Guarantor”)
confirm that the Bonds (as defined below) are intended for purchase by professional investors (as defined in
Chapter 37 of the Listing Rules) only and have been listed on The Stock Exchange of Hong Kong Limited on that
basis. Accordingly, the Issuer and the Guarantor confirm that the Bonds are not appropriate as an investment for
retail investors in Hong Kong. Investors should carefully consider the risks involved.
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This announcement is issued pursuant to Rule 37.39A of the Listing Rules.

Reference is made to the notice of listing of the Bonds on The Stock Exchange of Hong Kong
Limited dated 24 March 2021 published by the Issuer.

The offering circular dated 17 March 2021 in relation to the Bonds is appended to this
announcement.

Hong Kong, 25 March 2021

As at the date of this announcement, the sole director of Shuifa International Holdings (BVI)
Co., Ltd VKX [R5 (BVI) B RS F] ) is Mr. Feng Jianzhong; and the board of directors of
Shuifa Group Co., Ltd. (KL E G RN A]) comprises Mr. Wang Zhengin, Mr. Liu Xiaojun,
Mr. Zhang Chunsheng, Mr. Kong Xiangquan, Mr. Zhang Huanping and Mr. Yan Fangjie.



IMPORTANT NOTICE
NOT FOR DISTRIBUTION DIRECTLY OR INDIRECTLY INTO THE UNITED STATES

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

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

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

Confirmation of Your Representation: In order to be eligible to view the Offering Circular or make an investment decision with
respect to the securities described herein, investors must be purchasing the securities outside the United States in an offshore transaction in
reliance on Regulation S under the Securities Act. By accepting the e-mail and accessing the attached Offering Circular, you shall be deemed
to have represented to the Issuer, the Guarantor and the Joint Lead Managers (each as defined herein) that: (1) you and any customers you
represent are not, and that the electronic mail address that you gave the Issuer and/or the Guarantor and to which this e-mail has been
delivered is not, located in the United States, its territories or possessions, (2) you consent to delivery of the attached Offering Circular and
any amendments or supplements thereto by electronic transmission, and (3) to the extent you purchase the securities described herein, you
will be doing so in an offshore transaction as defined in regulations under the Securities Act in compliance with Regulation S thereunder.

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

Nothing in this electronic transmission constitutes, and may not be used in connection with, an offer or an invitation by or on behalf
of any of the Issuer, the Guarantor or the Joint Lead Managers to subscribe or purchase any of the securities described herein, in any place
where offers or solicitations are not permitted by law 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 Joint Lead Manager or any affiliate of any Joint Lead Manager 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 and the Guarantor in such jurisdiction. Any
securities to be issued in respect thereof will not be registered under the Securities Act and may not be offered or sold in the United States
unless pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. If you have gained
access to this transmission contrary to the foregoing restrictions, you will be unable to purchase any of the securities described herein. The
Offering Circular has been sent to you in an electronic form. You are reminded that documents transmitted via this medium may be altered or
changed during the process of electronic transmission and consequently none of the Issuer, the Guarantor, the Joint Lead Managers nor any
of their respective affiliates, directors, officers, employees, representatives, agents and each person who controls any of them accepts any
liability or responsibility whatsoever in respect of any such alteration or change to the Offering Circular distributed to you in electronic
format or any difference between the Offering Circular distributed to you in electronic format and the hard copy version available to you on
request from the Issuer, the Guarantor or the Joint Lead Managers.

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

PRIIPs REGULATION/PROHIBITION OF SALES TO EEA RETAIL INVESTORS — The securities are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made available to any retail investor in the European
Economic Area (“EEA”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client as defined in point
(11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID II”); or (ii) a customer within the meaning of Directive (EU) 2016/97 (the
“Insurance Distribution Directive”), where that customer would not qualify as a professional client as defined in point (10) of Article 4(1)
of MIiFID II. Consequently no key information document required by Regulation (EU) No 1286/2014 (as amended, the “PRIIPs
Regulation”) for offering or selling the securities or otherwise making them available to retail investors in the EEA has been prepared and
therefore offering or selling the securities or otherwise making them available to any retail investor in the EEA may be unlawful under the
PRIIPs Regulation.

PRIIPs REGULATION/PROHIBITION OF SALES TO UK RETAIL INVESTORS — The securities are not intended to be
offered, sold or otherwise made available to and should not be offered, sold or otherwise made available to any retail investor in the United
Kingdom (“UK?”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail client, as defined in point (8) of
Article 2 of Regulation (EU) No 2017/565 as it forms part of domestic law by virtue of the European Union (Withdrawal) Act 2018
(“EUWA™); or (ii) a customer within the meaning of the provisions of the FSMA and any rules or regulations made under the FSMA to
implement Directive (EU) 2016/97, where that customer would not qualify as a professional client, as defined in point (8) of Article 2(1) of
Regulation (EU) No 600/2014 as it forms part of domestic law by virtue of the EUWA. Consequently no key information document required
by Regulation (EU) No 1286/2014 as it forms part of domestic law by virtue of the EUWA (the “UK PRIIPs Regulation”) for offering or
selling the securities or otherwise making them available to retail investors in the UK has been prepared and therefore offering or selling the
securities or otherwise making them available to any retail investor in the UK may be unlawful under the UK PRIIPs Regulation.

The Offering Circular is in preliminary form and is being furnished in connection with an offering in offshore transactions outside the
United States in compliance with Regulation S under the Securities Act solely for the purpose of enabling a prospective investor to consider
the purchase of the securities described in the Offering Circular. You are reminded that the information in the attached Offering Circular is
not complete and may be changed.

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.



Shuifa International Holdings (BVI) Co., Ltd
(K K B B 2 B (BVI) A BR 2 )

(incorporated with limited liability in the British Virgin Islands)

U.S.$200,000,000 4.00 per cent. Guaranteed Bonds due 2024
unconditionally and irrevocably guaranteed by

A

SHUIFA

Shuifa Group Co., Ltd.
Ok EE A R 6]

(incorporated with limited liability in the People’s Republic of China)
Issue Price: 100.00 per cent. plus accrued interest, if any

The 4.00 per cent. guaranteed bonds in the aggregate principal amount of U.S.$200,000,000 due 2024 (the “Bonds™) will be issued by Shuifa International Holdings (BVI) Co., Ltd (7K & [F 5
BV A P2 H]) (the “Issuer”) and will be unconditionally and irrevocably guaranteed (the “Guarantee”) by Shuifa Group Co., Ltd. (/K #4547 fR A #]) (the “Guarantor” or the “Company”), a
company incorporated under the laws of the People’s Republic of China (the “PRC”). The payment obligations of the Guarantor in respect of the Guarantee will be contained in a deed of guarantee (as
amended or supplemented from time to time, the “Deed of Guarantee”) entered into between the Issuer, the Guarantor and The Bank of New York Mellon, London Branch (the “Trustee”) on or around
24 March 2021.

The Bonds will bear interest on their outstanding principal amount from and including 24 March 2021 (the “Issue Date”) at the rate of 4.00 per cent. per annum and such interest will be payable
semi-annually annually in arrear on 24 March and 24 September in each year (each an “Interest Payment Date”), commencing on 24 September 2021. The Bonds will constitute direct, unsubordinated,
unconditional and (subject to Condition 4(a) of the Terms and Conditions of the Bonds (the “Conditions”)) unsecured obligations of the Issuer and shall at all times rank pari passu and without any
preference or priority among themselves. The payment obligations of the Issuer under the Bonds shall, save for such exceptions as may be provided by applicable laws and regulations, at all times rank
at least equally with all the Issuer’s other present and future unsecured and unsubordinated obligations.

The Guarantor will be required to file or cause to be filed with the State Administration of Foreign Exchange of the PRC or its local branch (the “SAFE”) the Guarantee within 15 PRC Business
Days after the execution of the Guarantee in accordance with the Provisions on the Foreign Exchange Administration of Cross-Border Guarantees (#4557 4ff {4 45 H A 72 (ME£[2014129%%) ) and the
Guidelines for Implementing the Provisions on the Administration of Foreign Exchange of Cross-border Guarantees (#5 5t f§ {41 FE 45 FE 5 /48 51 ) promulgated by SAFE on 12 May 2014 which came into
effect on 1 June 2014 (the “Cross-Border Security Registration”) and any implementation rules as issued by SAFE from time to time. The Guarantor shall complete the Cross-Border Security
Registration and obtain a registration certificate from SAFE (or any other document evidencing the completion of registration issued by SAFE) on or before the Registration Deadline (being 90 PRC
Business Days after the Issue Date).

Pursuant to the Circular on Promoting the Reform of the Administrative System on the Issuance by Enterprises of Foreign Debt Filings and Registrations (5 5 #§ i i 4 25 B 1 e af s 388 4741
AR 26 w0 A B A 3 0 (88 S 51201512044 5%) ) (the “NDRC Circular”) issued by the National Development and Reform Commission of the PRC (the “NDRC”) on 14 September 2015 which
came into effect on the same day, the Guarantor has registered the issuance of the Bonds with the NDRC and obtained a certificate from the NDRC on 2 December 2020 evidencing such registration and
has undertaken to file or cause to be filed the requisite information and documents on the issuance of the Bonds to the NDRC within 10 PRC Business Days after the Issue Date.

Unless previously redeemed, or purchased and cancelled, the Issuer will redeem each Bond at its principal amount on 24 March 2024 (the “Maturity Date”). At any time, on giving not less than
30 nor more than 60 days’ notice to the Bondholders (as defined in the Conditions) (which notice shall be irrevocable), the Issuer may redeem the Bonds in whole, but not in part, at their principal amount,
together with any interest accrued to (but excluding) the date fixed for redemption, if the Issuer and/or the Guarantor (as the case may be) satisfies the Trustee immediately prior to giving such notice that
the Issuer (or, if the Guarantee were called, the Guarantor) has or will become obliged to pay Additional Tax Amounts (as defined in the Conditions) as a result of any change in, or amendment to, the laws
or regulations of the British Virgin Islands or the PRC, or, in each case, any political subdivision or any authority thereof or therein having power to tax, 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 17 March 2021, and
such obligation cannot be avoided by the Issuer (or the Guarantor, as the case may be) taking reasonable measures available to it. Following the occurrence of a Relevant Event (as defined in the
Conditions), each Bondholder will have the right, at such Bondholder’s option, to require the Issuer to redeem all, but not some only, of that Bondholder’s Bonds on the Put Settlement Date (as defined
in the Conditions) at 101 per cent. (in the case of a redemption for a Change of Control (as defined in the Conditions)) or 100 per cent. (in the case of a redemption for a No-Registration Event (as defined
in the Conditions)) of their principal amount, together in each case with accrued interest up to (but excluding) the Put Settlement Date. See “Terms and Conditions of the Bonds — Redemption and
Purchase™.

The Bonds are being issued as “Green Bonds” under the Green Bond Framework. See “Green Bond Framework” beginning on page 87.

The Bonds will be issued in denominations of U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof. For a more detailed description of the Bonds, see “Terms and Conditions of
the Bonds™ beginning on page 62.

Application has been made to The Stock Exchange of Hong Kong Limited (the “SEHK?”) for the listing of, and permission to deal in, 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 Stock Exchange of Hong Kong Limited) (“Professional Investors™) only. This Offering Circular is for distribution to
Professional Investors only.

Notice to Hong Kong investors: The Issuer confirms that the Bonds are intended for purchase by Professional Investors only and will be listed on SEHK on that basis. Accordingly, the Issuer
confirms that the Bonds are not appropriate as an investment for retail investors in Hong Kong. Investors should carefully consider the risks involved.

The SEHK has not reviewed the contents of this Offering Circular, other than to ensure that the prescribed form and responsibility st: and a st limiting
distribution of this Offering Circular to Professional Investors only have been reproduced in this Offering Circular. Listing of the Bonds on the SEHK is not to be taken as an indication of the
commercial merits or credit quality of the Bonds, the Issuer, the Guarantor, the Group (as defined herein) or the quality of disclosure in this Offering Circular. Hong Kong Exchanges and
Clearing Limited and the SEHK 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.

Investing in the Bonds involves risks. See “Risk Factors” beginning on page 16 for a discussion of certain factors to be considered in connection with an investment in the Bonds.

The Bonds are expected to be assigned a rating of “Baal” by Moody’s Investor Service, Inc. (“Moody’s”). The Guarantor has been assigned a corporate credit rating of “Baal” with stable outlook
by Moody’s. A rating is not a recommendation to buy, sell or hold securities and may be subject to revision, qualification, suspension, reduction or withdrawal at any time by the assigning rating agency.

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””) 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. The Bonds and the Guarantee are being
offered in offshore transactions outside the United States in reliance on Regulation S under the Securities Act. For a description of these and certain further restrictions on offers and sales of
the Bonds and the Guarantee and the distribution of this Offering Circular, see “Subscription and Sale”.

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

Joint Global Coordinators
China International Guotai Junan Huatai
Capital Corporation International International

Joint Lead Managers and Joint Bookrunners

China International Guotai Junan Huatai Bank of Haitong Bank CMB Wing Lung
Capital Corporation International International China Bank Limited
CNCB Capital Haitong SPDB CEB GF China Industrial
International International International Securities Securities International

Offering Circular dated 17 March 2021



IMPORTANT NOTICES

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 OR ANY OF
THEIR RESPECTIVE SUBSIDIARIES OR THAT THE INFORMATION SET FORTH IN THIS
OFFERING CIRCULAR IS CORRECT AS OF ANY DATE SUBSEQUENT TO THE DATE
HEREOF.

PRIIPs REGULATION/PROHIBITION OF SALES TO EEA RETAIL INVESTORS —
The securities are not intended to be offered, sold or otherwise made available to and should not be
offered, sold or otherwise made available to any retail investor in the European Economic Area
(“EEA”). For these purposes, a retail investor means a person who is one (or more) of: (i) a retail
client as defined in point (11) of Article 4(1) of Directive 2014/65/EU (as amended, “MiFID II”);
or (ii) a customer within the meaning of Directive (EU) 2016/97 (the “Insurance Distribution
Directive”), where that customer would not qualify as a professional client as defined in point (10)
of Article 4(1) of MiFID II. Consequently no key information document required by Regulation
(EU) No 1286/2014 (as amended, the “PRIIPs Regulation”) for offering or selling the securities
or otherwise making them available to retail investors in the EEA has been prepared and therefore
offering or selling the securities or otherwise making them available to any retail investor in the
EEA may be unlawful under the PRIIPs Regulation.

PRIIPs REGULATION/PROHIBITION OF SALES TO UK RETAIL INVESTORS —
The securities are not intended to be offered, sold or otherwise made available to and should not be
offered, sold or otherwise made available to any retail investor in the United Kingdom (“UK”). For
these purposes, a retail investor means a person who is one (or more) of: (i) a retail client, as
defined in point (8) of Article 2 of Regulation (EU) No 2017/565 as it forms part of domestic law
by virtue of the European Union (Withdrawal) Act 2018 (“EUWA™); or (ii) a customer within the
meaning of the provisions of the FSMA and any rules or regulations made under the FSMA to
implement Directive (EU) 2016/97, where that customer would not qualify as a professional client,
as defined in point (8) of Article 2(1) of Regulation (EU) No 600/2014 as it forms part of domestic
law by virtue of the EUWA. Consequently no key information document required by Regulation
(EU) No 1286/2014 as it forms part of domestic law by virtue of the EUWA (the “UK PRIIPs
Regulation™) for offering or selling the securities or otherwise making them available to retail
investors in the UK has been prepared and therefore offering or selling the securities or otherwise
making them available to any retail investor in the UK may be unlawful under the UK PRIIPs
Regulation.

MiFID II product governance/Professional investors and ECPs only target market —
Solely for the purposes of the manufacturer’s product approval process, the target market
assessment in respect of the Bonds has led to the conclusion that: (i) the target market for the
Bonds is eligible counterparties and professional clients only, each as defined in Directive
2014/65/EU (as amended, “MiFID II”); and (ii) all channels for distribution of the Bonds to
eligible counterparties and professional clients are appropriate. Any person subsequently offering,
selling or recommending the Bonds (a “distributor”) should take into consideration the
manufacturer’s target market assessment; however, a distributor subject to MiFID II is responsible
for undertaking its own target market assessment in respect of the Bonds (by either adopting or
refining the manufacturer’s target market assessment) and determining appropriate distribution
channels.

This Offering Circular includes particulars given in compliance with the Rules Governing the
Listing of Securities on the SEHK for the purposes of giving information with regard to the Issuer,
the Guarantor and the Group. Each of the Issuer and the Guarantor accepts full responsibility for
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.



Each of the Issuer and the Guarantor accepts full responsibility for the accuracy of the
information contained in this Offering Circular and confirms, having made all reasonable inquiries
that to the best of its knowledge and belief (i) this Offering Circular contains all information with
respect to the Issuer, the Guarantor and its subsidiaries, taken as a whole (collectively, the
“Group’’), the Guarantee and the Bonds which is material in the context of the issue and offering
of the Bonds (including all information is required by applicable laws and information which,
according to the particular nature of the Issuer, the Guarantor, the Bonds and the Guarantee, is
necessary to enable investors and their investment advisors to make an informed assessment of the
assets and liabilities, financial position, profits and losses and prospects of the Issuer, the
Guarantor and the Group and of the rights attaching to the Bonds and the Guarantee), (ii) the
statements contained in this Offering Circular as at the date hereof relating to the Issuer, the
Guarantor, the Group and the Bonds, are in every material respects true and accurate and not
misleading, (iii) the opinions and intentions expressed in this Offering Circular as at the date
hereof with regard to the Issuer, the Guarantor and the Group, are honestly and reasonably held,
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 Group, the Bonds or the
Guarantee, the omission of which would, in the context of the issue and offering of the Bonds,
make any statement in this Offering Circular as at the date hereof, misleading in any material
respect, (v) all reasonable enquiries have been made by the Issuer and the Guarantor to ascertain
such facts and to verify the accuracy of all such information and statements relating to the Issuer,
the Guarantor, the Group, the Guarantee and the Bonds in this Offering Circular and (vi) the
statistical, industry, and market-related data and forward-looking statements in this Offering
Circular, are based on or derived or extracted from sources which each of the Issuer and the
Guarantor believes to be accurate and reliable in all material respects.

This Offering Circular has been prepared by the Issuer and the Guarantor solely for use in
connection with the proposed offering of the Bonds described in this Offering Circular. This
Offering Circular does not constitute an offer of, or an invitation by or on behalf of China
International Capital Corporation Hong Kong Securities Limited, Guotai Junan Securities (Hong
Kong) Limited and Huatai Financial Holdings (Hong Kong) Limited (together the “Joint Global
Coordinators”), Bank of China Limited, Haitong Bank, S.A., CMB Wing Lung Bank Limited,
CNCB (Hong Kong) Capital Limited, Haitong International Securities Company Limited, SPDB
International Capital Limited, CEB International Capital Corporation Limited, GF Securities
(Hong Kong) Brokerage Limited and China Industrial Securities International Brokerage Limited
(together with the Joint Global Coordinators, the “Joint Lead Managers” and “Joint
Bookrunners”) to subscribe for or purchase any Bonds. The distribution of this Offering Circular,
the offering of the Bonds and the giving of the Guarantee in certain jurisdictions may be restricted
by law. Persons into whose possession this Offering Circular comes are required by the Issuer, the
Guarantor, the Joint Lead Managers, the Trustee and the Agents (as defined in the Conditions) to
inform themselves about and to observe any such restrictions. No action is being taken to permit a
public offering of the Bonds and the giving of the Guarantee or the possession or distribution of
this Offering Circular or any offering or publicity material relating to the Bonds in any jurisdiction
where action would be required for such purposes. There are restrictions on the offer and sale of
the Bonds and the giving of the Guarantee and the circulation of documents relating thereto, in
certain jurisdictions and to persons connected therewith. For a description of certain further
restrictions on offers, sales and resales of the Bonds and the distribution of this Offering Circular,
see “Subscription and Sale”. By purchasing the Bonds, investors represent and agree to all of those
provisions contained in that section of this Offering Circular.
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No person has been or is authorised in connection with the issue, offer or sale of the Bonds to
give any information or to make any representation concerning the Issuer, the Guarantor, the
Group, the Bonds or the Guarantee, other than as contained herein and, if given or made, such
information or representation must not be relied upon as having been authorised by the Issuer, the
Guarantor, the Group, any Joint Lead Manager, the Trustee or the Agents or any person who
controls any of them or any of their respective directors, officers, employees, representatives,
agents, advisers or affiliates or any person who controls any of them. Neither the delivery of this
Offering Circular nor any offering, sale or delivery made in connection herewith shall, under any
circumstances, constitute a representation that there has been no change or development
reasonably likely to involve a change in the affairs of the Issuer, the Guarantor or the Group or any
of them since the date hereof or create any implication that there has been no change in the affairs
of the Issuer or the Guarantor since the date hereof or the date upon which this Offering Circular
has been most recently supplemented or that there has been no adverse change in the financial
position of the Issuer or the Guarantor since the date hereof or the date upon which this Offering
Circular has been most recently supplemented or that any other information supplied in connection
with the Bonds is correct as of any time subsequent to the date on which it is supplied or, if
different, the date indicated in the document containing the same.

This Offering Circular is being furnished by the Issuer and the Guarantor in connection with
the offering of the Bonds solely for the purpose of enabling a prospective investor to consider
purchasing the Bonds. Investors must not use this Offering Circular for any other purpose, make
copies of any part of this Offering Circular or give a copy of it to any other person, or disclose any
information in this Offering Circular to any other person. The information contained in this
Offering Circular has been provided by the Issuer, the Guarantor and other sources identified in
this Offering Circular. Any reproduction or distribution of this Offering Circular, in whole or in
part, and any disclosure of its contents or use of any information herein for any purpose other than
considering an investment in the Bonds is prohibited. Each offeree of the Bonds, by accepting
delivery of this Offering Circular, agrees to the foregoing.

No representation or warranty, express or implied, is made or given by the Joint Lead
Managers, the Trustee or the Agents or any of their respective directors, officers, employees,
representatives, agents, advisers or affiliates or any person who controls any of them as to the
accuracy, completeness or sufficiency of the information contained in this Offering Circular or any
other information supplied in connection with the Bonds or the Guarantee 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 or the Agents or any of their respective directors, officers,
employees, representatives, agents, advisers or affiliates or any person who controls any of them.
The Joint Lead Managers, the Trustee and the Agents and their respective directors, officers,
employees, representatives, agents, advisers, affiliates and any person who controls any of them
have not independently verified any of the information contained in this Offering Circular and can
give no assurance that this information is accurate, truthful or complete. 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 directors, officers, employees, representatives,
agents, advisers or affiliates or any person who controls any of them in connection with its
investigation of the accuracy of such information or its investment decision, and each such person
must rely on its own examination of the Issuer and the Guarantor and the merit and risks involved
in investing in the Bonds. See “Risk Factors” for a discussion of certain factors to be considered in
connection with an investment in the Bonds.
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To the fullest extent permitted by law, none of the Joint Lead Managers, the Trustee, the
Agents or any of their respective directors, officers, employees, representatives, agents, advisers or
affiliates or any person who controls any of them accepts any responsibility for the contents of this
Offering Circular or any statement made or purported to be made by any such person or on its
behalf in connection with the Issuer, the Guarantor, the Group, the issue and offering of the Bonds
or the giving of the Guarantee. Each of the Joint Lead Managers, the Trustee, the Agents and their
respective directors, officers, employees, representatives, agents, advisers or affiliates 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
directors, officers, employees, representatives, agents, advisers or affiliates or affiliates or any
person who controls any of them undertakes to review the financial condition or affairs of the
Issuer, the Guarantor or the 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 their respective directors, officers, employees,
representatives, agents, advisers or affiliates or affiliates or any person who controls any of them.
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 the Issuer, the Guarantor, the Joint Lead
Managers, the Trustee or the Agents or any of their respective directors, officers, employees,
representatives, agents, advisers or affiliates or any person who controls any of them that any
recipient of this Offering Circular should purchase any 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.

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

Prospective investors should have regard to the factors described under the section headed
“Risk Factors” in this Offering Circular. This Offering Circular identifies in general terms certain
information that a prospective investor should consider prior to making an investment in the
Bonds. However, a prospective investor should conduct its own thorough analysis (including its
own accounting, legal and tax analysis) prior to deciding whether to invest in any Bonds as any
evaluation of the suitability for an investor of an investment in the Bonds depends upon a
prospective investor’s particular financial and other circumstances, as well as on the specific terms
of the Bonds and, if it does not have experience in financial, business and investment matters
sufficient to permit it to make such a determination, it should consult its financial, legal or other
professional adviser prior to deciding to make an investment on the suitability of the Bonds.

Singapore Securities and Futures Act 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 Market Products) Regulations 2018 of Singapore (the “CMP Regulations
2018”), the Issuer has determined, and hereby notifies all relevant persons (as defined in 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).
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IN CONNECTION WITH THE ISSUE OF THE BONDS, ANY JOINT LEAD
MANAGER APPOINTED AND ACTING IN ITS CAPACITY AS A STABILISING
MANAGER (THE “STABILISING MANAGER”) (OR ANY PERSON ACTING ON BEHALF
OF THE STABILISING MANAGER) MAY, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS AND DIRECTIVES, OVER-ALLOT AND EFFECT TRANSACTIONS
WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE BONDS AT A LEVEL
HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL, BUT IN DOING SO THE
STABILISING MANAGER SHALL ACT AS PRINCIPAL AND NOT AS AGENT OF THE
ISSUER AND/OR THE GUARANTOR. HOWEVER, THERE IS NO ASSURANCE THAT
THE STABILISING MANAGER OR ANY PERSON ACTING ON BEHALF OF THE
STABILISING MANAGER WILL UNDERTAKE STABILISATION ACTION. ANY LOSS
OR PROFIT SUSTAINED AS A CONSEQUENCE OF ANY SUCH OVER-ALLOTMENT OR
STABILISATION SHALL BE FOR THE ACCOUNT OF THE JOINT LEAD MANAGERS IN
THE MANNER AGREED BY THEM. ANY STABILISATION ACTION MAY BEGIN ON OR
AFTER THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF
THE OFFER OF THE BONDS IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME,
BUT IT MUST END NO LATER THAN THE EARLIER OF 30 DAYS AFTER THE ISSUE
DATE OF THE BONDS AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT OF THE
BONDS.

The contents of this Offering Circular have not been reviewed by any regulatory authority of
any jurisdiction. You are advised to exercise caution in relation to the offering of the Bonds. If you
are in any doubt about any of the contents of this Offering Circular, you should obtain independent
professional advice.

INDUSTRY AND MARKET DATA

Market data, certain industry forecasts and statistics used throughout this Offering Circular
have been obtained from both public and private sources, including market research, publicly
available information and industry publications. Although the Issuer and the Guarantor believe this
information to be reliable, this information has not been independently verified by the Issuer, the
Guarantor, the Joint Lead Managers, the Trustee or the Agents or any of their respective directors,
officers, employees, representatives, agents, advisers or affiliates or any person who controls any
of them and none of the Issuer, the Guarantor, the Joint Lead Managers, the Trustee or the Agents
or their respective directors, officers, employees, representatives, agents, advisers or affiliates or
any person who controls any of them makes any representation as to the accuracy or completeness
of that information. In addition, third party information providers may have obtained information
from market participants and such information may not have been independently verified. 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. Such
information may not be consistent with other information compiled within or outside the PRC.



PRESENTATION OF FINANCIAL INFORMATION

This Offering Circular contains the audited consolidated financial information of the Group
as at and for the years ended 31 December 2017, 2018 and 2019 which has been extracted from the
audited consolidated financial statements of the Group as at and for the years ended 31 December
2018 and 2019 and reviewed consolidated financial information of the Group as at and for the six
months ended 30 June 2019 and 2020 which has been extracted from the reviewed consolidated
financial statements of the Group as at and for the six months ended 30 June 2020.

The consolidated financial information of the Group as at and for the year ended 31 December
2017, which have been audited by Zhonghui Certified Public Accountants LLP (4 [ & 51 fifi 35 %5
Jr (453K W A %) ) (“Zhonghui”), the Group’s auditor in 2017, and relied upon by Asia Pacific
(Group) Certified Public Accountants (Special General Partnership) (58 K (% [H) & 51 Hili S5 %5 or
(FFpk ¥ 3E 49 )) (“Asia Pacific”), the Group’s auditor in 2018, in Asia Pacific’s audit of the
consolidated financial information of the Group as at and for the year ended 31 December 2018,
has been extracted from the audited consolidated financial statements of the Group as at and for the
year ended 31 December 2018 (the “2018 Audited Financial Statements™”). The consolidated
financial information of the Group as at and for the years ended 31 December 2018 and 2019 has
been extracted from the audited consolidated financial statements of the Group as at and for the
year ended 31 December 2019 (the “2019 Audited Financial Statements”, together with the 2018
Audited Financial Statements, the “Audited Financial Statements”), which have been audited by
Da Hua Certified Public Accountants (Special General Partnership) (“Da Hua”), the Group’s
current auditor. The consolidated financial information of the Group as at and for the six months
ended 30 June 2019 and 2020 has been extracted from the unaudited but reviewed consolidated
financial statements of the Group as at and for the six months ended 30 June 2020 (the “Reviewed
Financial Statements”), which have been reviewed by Da Hua. The Audited Financial Statements
and the Reviewed Financial Statements were prepared and presented in accordance with the
Accounting Standards for Business Enterprises in China (““PRC GAAP”’). For a discussion of
certain differences between PRC GAAP and IFRS, see “Summary of Certain Differences Between
PRC GAAP and IFRS”.

The Audited Financial Statements and the Reviewed Financial Statements have been prepared
in Chinese only (the “Chinese Financial Statements”) and the Chinese version of the Audited
Financial Statements is available at the following website: https://www.shclearing.com/. An
English translation of the Chinese Financial Statements has been prepared and included elsewhere
in this Offering Circular for reference only (the “Financial Statements Translation”). Should
there be any inconsistency between the Chinese Financial Statements and the Financial Statements
Translation, the Chinese Financial Statements shall prevail. The Financial Statements Translation
does not itself constitute audited financial statements and/or unaudited but reviewed financial
statements, and is qualified in its entirety by, and is subject to the financial information set out or
referred to in, the Chinese Financial Statements. None of the Joint Lead Managers, the Trustee or
the Agents or any of their respective directors, officers, employees, representatives, agents,
advisers or affiliates or any person who controls any of them has independently verified or checked
the accuracy of the Financial Statements Translation and gives no assurance that the information
contained in the Financial Statements Translation is accurate, truthful or complete. Potential
investors must exercise caution when they use such financial information to evaluate the Group’s
financial condition and results of operations.
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CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

In this Offering Circular, unless otherwise specified or the context otherwise requires, all
references to the “PRC”, “China” and “mainland China” are to the People’s Republic of China
(excluding Hong Kong, the Macau Special Administrative Region of the People’s Republic of
China and Taiwan), all references to the “United States” and “U.S.” are to the United States of
America, and all references to “Hong Kong” are to the Hong Kong Special Administrative Region
of the People’s Republic of China; all references to “Renminbi”, “RMB” and “CNY” are to the
lawful currency of the PRC; all references to “HKD”, “HK$” and “HK dollars” are to the lawful
currency of Hong Kong, and all references to “USD”, “U.S.$” and “U.S. dollars” are to the lawful
currency of the United States of America.

This Offering Circular contains translation of certain Renminbi amounts into U.S. dollars at
specified rates solely for the convenience of the reader. Unless otherwise specified, where
financial information in Renminbi has been translated into U.S. dollars, it has been so translated,
for convenience only, at the rate of RMB7.0651 to U.S.$1.00 (being the noon buying rate in New
York City on 30 June 2020 as set forth in the weekly H.10 statistical release of the Federal Reserve
Board of the Federal Reserve Bank of New York (the “Noon Buying Rate”)). All such translations
in this Offering Circular are provided solely for investors’ convenience and no representation is
made that the amounts referred to herein have been, could have been or could be converted into
U.S. dollars or Renminbi, or vice versa, at any particular rate or at all. Further information
regarding exchange rate is set forth in “Exchange Rate Information” in this Offering Circular. In
this Offering Circular, where information has been presented in thousands or millions of units,
amounts may have been rounded up or down. Accordingly, totals of columns or rows of numbers in
tables may not be equal to the apparent total of the individual items and actual numbers may differ
from those contained herein due to rounding. References to information in billions of units are to
the equivalent of a thousand million units.

The English names of the PRC nationals, entities, departments, facilities, laws, regulations,
certificates titles and the like are translations of their Chinese names and are included for

identification purposes only.

In this Offering Circular, unless otherwise indicated or the context otherwise requires,
references to:

o “CAGR?” refers to compound annual growth rate;
° “CBRC?” refers to the China Banking Regulatory Commission of the PRC;

° “CBIRC” refers to the China Banking and Insurance Regulatory Commission of the
PRC, CBRC’s successor;

° “CPC” refers to the Central Committee of the Communist Party of China;
° “GDP” refers to gross domestic product;
° “GFA” refers to gross floor area;

° “MOC” refers to the Ministry of Commerce of the PRC;

° “MOF” refers to the Ministry of Finance of the PRC;

° “MOFCOM” refers to the Ministry of Commerce of the PRC;
° “MOT” refers to the Ministry of Railways of the PRC;

° “MOT?” refers to the Ministry of Transport of the PRC;
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“MOHURD?” refers to the Ministry of Housing and Urban-Rural Development of the
PRC;

“NHC” refers to the National Health Commission of the PRC;

“PBOC” refers to the People’s Bank of China, the central bank of the PRC;

“PRC government” refers to the central government of the PRC and its political
subdivisions, including provincial, municipal and other regional or local government
entities, and instrumentalities thereof, or where the context requires, any of them;

“SAT?” refers to the State Administration of Taxation of the PRC;

“SCNPC” refers to the Standing Committee of the National People’s Congress of the
PRC;

“Shandong Provincial Government” refers the People’s Government of Shandong
Province of the PRC;

“Shandong SASAC” refers to the Shandong Provincial State-owned Assets Supervision
and Administration Commission of the PRC (I & B4 & & BB S HE 5 €);

“State Council” refers to the State Council of the PRC;
“sq.m.” refers to square metre(s); and

“VAT” refers to value-added tax.
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FORWARD-LOOKING STATEMENTS

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

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

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

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

o various business opportunities that the Group may pursue;

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

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

o the Group’s access and cost of capital and financing;

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

° any changes in the laws, rules and regulations of the PRC government (including the
Shandong Provincial Government and Shandong SASAC) and the rules, regulations and

policies of the relevant governmental authorities relating to the Group’s business;

° general political and economic conditions, including those related to the PRC or
Jiangxi;

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

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

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

° natural disasters, industrial action, terrorist attacks and other events beyond the Group’s
control;
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° changes in global economic conditions; and
° other factors, including those discussed in “Risk Factors”.
Neither the Issuer nor the Guarantor undertakes any obligation to update or revise publicly

any of the opinions or forward-looking statements expressed in this Offering Circular as a result of
any new information, future events or otherwise.
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SUMMARY

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

OVERVIEW

The Group is a leading state-owned conglomerate that focuses on the provision of
comprehensive water-related services and solutions, ranging from hydraulic engineering
construction, water supply, wastewater treatment to clean energy. In particular, it has taken on
a key role in the implementation of the Shandong Provincial Government’s blueprint for the
province with respect to the reform and development of water resources. Since its
establishment in 2009, the Group has successfully developed into a well-known water
enterprise with sizeable assets and on such solid foundation, it has increasingly expanded its
business portfolio to cover various other businesses, such as modern agriculture, cultural
tourism, medical and health care and real estate development. This has led to the
diversification of the Group’s earnings base and enabled it to increase its profitability through
new revenue streams. For the years ended 31 December 2017, 2018 and 2019, the Group’s
operating revenue was approximately RMBS5,782.1 million, RMB11,067.7 million and
RMB21,337.8 million, respectively, growing at a CAGR of approximately 92.1% from 2017 to
2019. For the six months ended 30 June 2019 and 2020, the Group’s operating revenue was
approximately RMB7,094.6 million and RMB12,125.3 million, respectively. Over the years,
the Group has received various honours and awards in recognition of its business
achievements, such as “Enterprise of AAA Credit” by China Water Engineering Association in
2016, “2016 Shandong Lushui Cup Excellent Hydraulic Engineering Project of the Year (2016
AERE L R B IK MR KR TF2)” by the Shandong Provincial Department of Water
Resources, “Dayu Hydraulic Science and Technology Award (First Class Award) (K & 7K F| #}
Byl 4% (—%542) )" by Dayu Hydraulic Science and Technology Awards Committee and
“Shandong Science and Technology Progress Award (Second Class Award) (LI 5 & FFHE 5 1l
#EA A% (45 4%) )” by the Shandong Provincial Government in 2018.

The Group’s core water business has seen rapid growth with current domestic geographic
coverage spanning 26 provinces in the PRC and in particular, 16 cities and regions across
Shandong Province. In addition, the Group successfully established operations in overseas
markets, including the People’s Republic of Bangladesh, Myanmar and Nepal. Giving
consideration to certain relevant policies of Shandong SASAC, its main shareholder, the Group
recently reclassified its businesses into three principal segments, namely (i) water business,
(ii) modern agriculture, and (iii) cultural tourism:

° Water business

—  Hydraulic engineering construction. The Group is one of the principal investment
and financing platforms carrying out hydraulic engineering construction on behalf
of the Shandong Provincial Government. As at 30 June 2020, approximately over
66.0% of the Group’s hydraulic construction projects were located in Shandong
Province, with the remaining situated in other regions of the PRC and overseas
markets. For the six months ended 30 June 2020, the Group had contracted a total of
167 hydraulic construction projects with an aggregate contractual amount of
RMB3.4 billion, of which 46 had been completed.




—  Water supply. The Group’s water supply business primarily comprises the provision
of water to both industrial and residential users in Shandong Province, covering
cities and towns such as Weifang, Taian, Dezhou, Rizhao, Jining, Heze and
Liaocheng, and being the largest water supplier in these areas in terms of volume. As
at 30 June 2020, the Group had 129 raw water pump stations and 48 water supply
plants, with an aggregate designed daily supply capacity of approximately 4.1
million cubic metres.

—  Wastewater treatment. Part of the Group’s initiative to align its development with
the province’s overall direction of building an ecological civilisation, its wastewater
treatment business primarily comprises the treatment of (i) municipal and industrial
wastewater and (ii) landfill leachate, before discharge into surface and ground
waters in accordance with relevant national and local standards. As at 30 June 2020,
the Group had a total of over 24 wastewater treatment plants in operation across
Shandong Province, Fujian Province, Jilin Province, Shanxi Province and Anhui
Province.

—  Clean energy. The Group’s clean energy business is a recent addition in active
response to the national call for energy savings and emission reduction and includes
photovoltaic power generation, hydropower generation, biomass power generation,
central heating, urban gas services and natural gas. With increasing focus placed on
this segment, the Group had undertaken various acquisitions to grow its operations,
including the equity acquisition of Dalian Energas Gas-System Co., Ltd. (K% )k &
KRR A A B/~ 7)) at the end of 2018 so as to expand into liquefied natural gas
and natural gas operations, as well as a proposed equity acquisition of China Shuifa
Singyes Energy Holdings Limited ([ /K %% 82558 UF 4E B A R A F]) (formerly
known as China Singyes Solar Technologies Holdings Limited (4 [ B 3 K B i 3 fil
eI A PR 7)) in May 2019 to further enhance its business scale.

Modern agriculture. The Group’s modern agriculture business primarily entails the
provision of a broad assortment of innovative modern agricultural products and services
utilising advanced technologies, ranging from construction of planting bases, agricultural
and ancillary product processing, agriculture-related financial services, agriculture
information technology services, to agriculture advisory and branding. As at 30 June
2020, the Group held equity interests in more than 50 agricultural professional
cooperatives in the PRC.

Cultural tourism

—  Medical and health care. The Group’s medical and health care offerings include
medical and elderly care, Chinese medication and maternal and child care. It
generates revenue for this sub-segment primarily through medical services provided
at its hospital facilities and from the supply of pharmaceuticals and medicines.

—  Real estate development. The Group engages in the development and sales of
residential properties in the PRC and provides property management services for
such properties. As at 30 June 2020, the Group had 24 property development
projects with a total GFA of approximately 4.7 million sq.m. in the PRC, including
three completed properties and 21 projects under construction.

—  Cultural tourism. The Group’s cultural tourism business primarily comprises
traditional tourism services such as travel agency services for national parks and
natural scenic attractions, cultural industry related operations including publishing,




filming and advertising media, investment management relating to the cultural
industry and other integrated tourism services relating to health care and education.

° Other businesses. The Group also engages in other ancillary business activities,
including (i) equity investment, (ii) purchases and sales of goods, and (iii) the provision
of services relating to hydraulic consultation, hydraulic design, supervision of hydraulic
works and heating and power supply pipeline connection.

Staying true to its fundamental “Benefiting People, Green, Intelligence” development
strategy, the Group has become a water mega-enterprise with the largest asset scale, most
integrated industry chain and strongest comprehensive business strength in Shandong
Province. It also enjoys a leading position among the country’s provincial-level hydraulic
investment and financing platforms. As at 31 December 2017, 2018 and 2019 and 30 June
2020, the Group had total assets of approximately RMB47,454.6 million, RMB75,989.4
million, RMB107,135.3 million and RMB119,475.9 million, respectively, and net assets of
approximately RMB9,579.0 million, RMB19,304.2 million, RMB26,306.5 million and
RMB30,489.1 million, respectively.

COMPETITIVE STRENGTHS

The Group believes that the following strengths are key to its consistent growth and
enable the Group to compete successfully within the industries in which it operates:

. Strong support from the Shandong Provincial Government

. Principal government investment and financing platform for hydraulic engineering
construction in Shandong Province

. Comprehensive business portfolio spanning the entire water industry chain

. Diversified earnings base with multiple, stable and recurring revenue streams

. Active expansion in the clean energy business has led to increasing profit

. Prudent financing structure and diversified funding channels

. Sound corporate governance with experienced senior management team
BUSINESS STRATEGIES

The Group plans to implement the following business strategies in order to continue its
evolvement into a leading modern water conglomerate in the PRC with an international
presence:

. Continue to enhance the breadth and depth of the Group’s business portfolio

. Further expand the Group’s geographic footprint and market position both
domestically and internationally

. Enhance the Group’s technical competitiveness through innovative research and
development initiatives

. Continue to diversify financing channels and adhere to prudent financial
management and instil a cluster management system for better efficiencies

RECENT DEVELOPMENTS

Please see the section headed “Description of the Group — Recent Developments” for
details.




SUMMARY CONSOLIDATED FINANCIAL INFORMATION OF THE GROUP

The following tables set forth the summary consolidated financial information of the
Group as at and for the periods indicated. The consolidated financial information of the Group
as at and for the year ended 31 December 2017, which have been audited by Zhonghui and
relied upon by Asia Pacific, the Group’s auditor in 2018, in Asia Pacific’s audit of the
consolidated financial information of the Group as at and for the year ended 31 December
2018, has been extracted from the 2018 Audited Financial Statements. The consolidated
financial information of the Group as at and for the years ended 31 December 2018 and 2019
has been extracted from the 2019 Audited Financial Statements, which have been audited by
Da Hua, the Group’s current auditor. The consolidated financial information of the Group as
at and for the six months ended 30 June 2019 and 2020 has been extracted from the Reviewed
Financial Statements, which have been reviewed by Da Hua. Information contained in or
derived from these financial statements may have been different if an audit had been
conducted. The Audited Financial Statements and the Reviewed Financial Statements were
prepared and presented in accordance with PRC GAAP. PRC GAAP differs in certain respects
from IFRS. For a discussion of certain differences between PRC GAAP and IFRS, see
“Summary of Certain Differences Between PRC GAAP and IFRS’’.

The Audited Financial Statements and the Reviewed Financial Statements have been
prepared in Chinese only and the Financial Statements Translation has been prepared and
included elsewhere in this Offering Circular for reference only. Should there be any
inconsistency between the Chinese Financial Statements and the Financial Statements
Translation, the Chinese Financial Statements shall prevail. The Financial Statements
Translation does not itself constitute audited financial statements and/or unaudited but
reviewed financial statements, and is qualified in its entirety by, and is subject to the financial
information set out or referred to in, the Chinese Financial Statements. None of the Joint Lead
Managers, the Trustee or the Agents or any of their respective directors, officers, employees,
representatives, agents, advisers or affiliates or any person who controls any of them has
independently verified or checked the accuracy of the Financial Statements Translation and
gives no assurance that the information contained in the Financial Statements Translation is
accurate, truthful or complete. Potential investors must exercise caution when they use such
financial information to evaluate the Group’s financial condition and results of operations.

The information set out below should be read in conjunction with, and is qualified in its
entirety by reference to, the relevant consolidated financial statements of the Group, including
the notes thereto, included elsewhere in this Offering Circular.




Summary Consolidated Income Statement Data

For the year ended 31 December For the six months ended 30 June
2017 2018 2019 2019 2020
(Audited) (Audited) (Audited) (Unaudited) (Unaudited)
(RMB in *000) (RMB in *000) (RMB in "000) (RMB in "000) (RMB in *000)
Total operating revenue ............ 5,782,117 11,067,712 21,337,826 7,094,578 12,125,343
Less: Operating cost .. ............. 4,425,039 8,132,203 17,620,328 5,558,292 9,815,218
Taxes and surcharges . .......... 68,760 210,682 243,851 91,387 130,434
Selling and distribution expenses . . . 58,038 150,972 285,243 98,196 203,472
Research and development expenses . - - 75,207 14,560 44,020
General and administrative expenses . 739,854 1,193,964 1,566,658 640,264 969,554
Finance expenses . ............ 586,032 1,012,991 1,510,992 539,987 1,056,018
Net loss of exchange. . . ......... 5,449 65,913 151,541 (25,576) 26,542
Add: Other income . ............... 39,917 79,223 352,847 37,844 139,792
Investment income . . ........... 16,469 58,015 56,711 11,544 240,475
Fair value change income ........ - - - - 16
Asset disposal income . ......... 59 2,203 4,616 (122) 16,757
Operating profit/(loss) ............. (44,609) 440,428 298,180 175,582 330,209
Add: Non-operating income . ......... 173,572 138,509 630,982 133,590 66,320
Less: Non-operating expenses .. ....... 30,009 21,334 65,990 8,421 23,585
Total profit . . ................... 98,954 551,602 863,172 300,751 372,944
Less: Income tax expenses ........... (8,698) 200,393 255,190 91,380 119,304
Net profit/(loss) . ................. 107,652 351,210 607,981 209,371 253,640
Profit/loss attributable to minority
shareholders .. ................. 93,099 245,497 125,545 151,986 189,591
Net profit attributable to parent company . . 14,553 105,712 482,437 57,385 64,049
Other comprehensive income after tax . . . . - 895 (4,477) (1,034) (7,294)
Total comprehensive income . ........ 107,652 352,104 603,504 208,337 246,346
Total comprehensive income attributable to
parent Company . ................ 14,553 106,607 478,122 56,351 56,755
Total comprehensive income attributable to
minority shareholders . ... ......... 93,099 245,497 125,382 151,986 189,591




Summary Consolidated Balance Sheet Data

Current assets
Cash and cash equivalents ...........
Financial assets at fair value through
profitorloss ............ .. ... ...
Notes receivable” .................
Accounts receivable” . ... ... ...
Receivables financing ..............
Prepayments ......................
Other receivables™™ . ...............
Inventories .......................
Held-for-sale assets ................
Other current assets ................

Total current assets .................

Non-current assets
Available-for-sale financial assets . .. ..
Long-term receivables ..............
Long-term equity investments ........
Investment properties ...............

Fixed assets'" .. ... ... ... ...,

Construction in progress” ... ........
Biological assets ..................
Intangible assets . .. ................
Capitalised development expenditures . .
Goodwill .......... ... ... .. ..
Long-term prepaid expenses .........
Deferred tax assets . ................

Other non-current assets ............

Total non-current assets .............
Total assets™®. . . ....................

Current liabilities

Short-term loans . .................
Notes payables™ ..................
Accounts payable*”’ ...... ... .. .. ...
Advances from customers ...........
Employee benefits payable .. .........
Taxes payable . ....................
Other payables'™ ..................
Held-for-sale liabilities .............
Current portion of

non-current liabilities . ............
Other current liabilities .............

Total current liabilities ..............

As at 31 December As at 30 June
2017 2018 2019 2020
(Audited) (Audited) (Audited) (Unaudited)

(RMB in *000)

(RMB in *000)

(RMB in *000)

(RMB in *000)

4,708,355 6,727,026 10,735,369 13,576,897
- 10,000 315,000 100

187,773 225,286 307,955 401,931
2444777 4,083,552 8,457,564 8,550,797
- - 7,929 4,100
1,470,403 4,543,629 2,635,280 3,089,444
3,669,484 3,794,500 1224426 3,756,435
5,011,016 8,459,547 17,223,104 18,810,384
- - 13,429 12,285

574,914 984,142 2,093,692 2,151,928
18,066,721 28,827,683 43,013,748 50,354,301
129,924 295,964 553,094 465,896
2,216,402 2,537,484 2,528,550 1,896,985
585,692 547,961 682,287 976,529
1,380,753 1,855,864 1,829,579 1,864,992
7,429436 12,785,353 21,132,389 24,358,770
12,295,182 16,801,563 20,864,796 21,385,492
7,701 5,693 4,253 22,754
3,454,198 9,910,339 11,337,113 12,496,658
- 4,706 13,459 21,854

290,902 930,065 2,718,857 3,019,207
196,417 272,765 518,461 690,692
365,540 416,303 459,811 496,202
1,035,707 797,693 1,478,859 1,425,555
29,387,853 47,161,755 64,121,507 69,121,585
47,454,574 75,989,438 107,135,255 119,475,886
1,727,721 5,108,461  8.876,203 9,350,203
193,818 1,017,122 3,089,737 4,206,515
2,971,100 4,333,650 5,322,869 3,541,855
1,059,060 3,213,214 3,667,792 3,888,331
73,735 139,312 219,812 188,066
313,760 575,430 774,098 464,188
5,980,048 5,404,549 4,564,194 4,186,195
- - 3,308 2,766
3,515,327 4,483,552 5346250 8,014,484
6,156 13,831 141,241 120,657
15,840,725 24,289,122 32,005,503 33,963,260




Long-term liabilities

As at 31 December As at 30 June
2017 2018 2019 2020
(Audited) (Audited) (Audited) (Unaudited)

(RMB in ’000)

(RMB in ’000)

(RMB in ’000)

(RMB in ’000)

Long-term loans ................... 12,571,430 18,202,327 22,902,299 24,545,422
Bonds payable ............... .. ... 5,751,186 6,762,322 15,504,789 17,305,356
Long-term payable" . .............. 3,065,776 6,334,821 8,884,851 11,564,178
Provisions .............. ... .. .... 10,255 46,160 9,050 9,050
Deferred income .................. 231,999 356,393 742,484 821,006
Deferred tax liabilities .............. 397,436 620,101 779,748 778,499
Other non-current liabilities . ......... 6,753 73,980 - -
Total long-term liabilities ............ 22,034,834 32,396,104 48,823,221 55,023,512
Total liabilities . .................... 37,875,559 56,685,226 80,828,724 88,986,772
Equity
Paid-in capital .................... 4,302,416 5,205,776 5,205,776 5,205,776
Other equity instruments. . ........... - - 2,271,997 2,793,748
Additional paid-in capital . .. ......... 210,165 5,623,262 5,671,738 5,717,984
Other comprehensive income ......... - 895 (3,420) (10,714)
Special reserve . .......... ... ... 45,409 46,762 20,152 27,259
Surplus reserve ............... ... 987 987 987 987
Retained earnings . . ................ 271,949 368,946 747,650 805,579
Equity attributable to parent company . . . . 4,830,927 11,246,628 13,914,881 14,540,620
Minority interest .................... 4,748,089 8,057,585 12,391,650 15,948,494
Total equity ....................... 9,579,015 19,304,213 26,306,531 30,489,114
Total liabilities and equity ........... 47,454,574 75,989,438 107,135,255 119,475,886
Notes:
(1)  Pursuant to the “Notice on Amending the Format of General Enterprise Financial Statements for the Year of

(2)

2018 (Caikuai [2018] No.15)” issued by MOF on 15 June 2018, the Group had adjusted the presentation of its
financial statements and had made corresponding retrospective adjustments to certain line items in the 2018
Audited Financial Statements in accordance with the new reporting requirements on financial statements. For
details of such adjustments, see Note 4.33 of the 2018 Audited Financial Statements which are included
elsewhere in this Offering Circular. The summary audited consolidated financial information of the Group as at
and for the periods indicated above is presented in accordance with such new accounting standard.

As at 31 December 2018, approximately 1.8% of the total assets of the Group constituted “public assets” within
the scope of the Circular of the National Development and Reform Commission and the Ministry of Finance on
Improvement of Market Regulatory Regime and Strict Prevention of Foreign Debt Risks and Local Government
Indebtedness Risks (Fa Gai Wai Zi [2018] No. 706) (15 %< 5% Jé plg 25 2 B [ 1 52 35 1l 3 49 SO A e v 9 o
A JEL g 0 1 T RS SRR 1) 28 0 (B R A (20181706 %%). Such assets comprised the Group’s hospital facilities
operated under its medical and health care business sub-segment.

In December 2019, the Group had disposed of these hospital facilities and consequently, they were not
consolidated into the Group’s financials as at and for the year ended 31 December 2019.




Other Financial Data

As at and for the six months
As at and for the year ended 31 December ended 30 June

2017 2018 2019 2019 2020
(Unaudited) (Unaudited) (Unaudited) (Unaudited) (Unaudited)

EBITDAY (RMB in *000) ........ 1,302,482 2,470,281 4,118,501 1,640,367 2,883,525
EBITDA margin(z) .............. 22.5% 22.3% 19.3% 23.1% 23.8%
Gross profitm ................. 1,357,078 2,935,510 3,717,498 1,536,286 2,310,126
Gross profit margin® ... ... ... 23.5% 26.5% 17.4% 21.7% 19.1%
Total indebtedness (RMB in *000) .. 26,457,695 40,641,763 61,514,392 80,828,724 88,986,772
Gearing ratio (total indebtedness/

total assets) ................. 55.8% 53.5% 57.4% 75.5% 74.5%
Short-term indebtedness/total

indebtedness . ................ 19.8% 23.5% 23.1% 39.6% 38.2%
Notes:
(1)  EBITDA for any period is calculated as profit before tax adjusted for depreciation of fixed assets, amortisation

(2)
(3)

of intangible assets, amortization of long-term prepayments and the portion of finance expenses after the
deduction of capitalised interest. 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 Group’s operating performance, liquidity,
profitability or cash flows generated by operating, investing or financing activities. In evaluating EBITDA, the
Group believes that investors should consider, among other things, the components of EBITDA, such as
operating revenue and operating expenses and the amount by which EBITDA exceeds capital expenditures and
other charges. The Group has included EBITDA because the Group believes that it is a useful supplement to the
cash flow data as a measure of the Group’s performance and the Group’s ability to generate cash flow from
operations to cover debt service and taxes. EBITDA presented herein may not be comparable to similarly titled
measures presented by other companies. Investors should not compare the Group’s EBITDA to EBITDA
presented by other companies because not all companies use the same definitions.

The following table reconciles the Group’s EBITDA to the Group’s profit before tax for the periods indicated:
For the six months ended
For the year ended 31 December 30 June
2017 2018 2019 2019 2020
(Audited) (Audited) (Audited) (Unaudited) (Unaudited)
(RMB in (RMB in (RMB in (RMB in (RMB in

’000) ’000) ’000) ’000) ’000)

Total profit . ......... ... ... ... ..... 98,954 551,602 863,172 300,751 372,944
Add:

Depreciation of fixed assets . . .. ............. 382,045 460,376 963,154 523,941 1,122,765

Amortisation of intangible assets . .. ... .. ... ... 108,399 171,179 421,381 104,474 161,163

Amortisation of long-term prepayments . . ... ... .. 34,397 11,642 188,465 121,604 134,139

Finance expenses (excluding capitalised interest) . . . . . 678,687 1,275,481 1,682,329 589,597 1,092,514
EBITDA .. ... ... .. .. .. . . ... . ... . ... .. 1,302,482 2,470,281 4,118,501 1,640,367 2,883,525

EBITDA margin is calculated as EBITDA divided by operating revenue.

Gross profit is calculated as operating revenue minus operating costs and gross profit margin is calculated as
gross profit divided by operating revenue.




THE OFFERING

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

Issuer ................... Shuifa International Holdings (BVI) Co., Ltd (7K & [ 5
JB(BVI)A R A

Issuer’ s LEI . ............. 3003000MA1WZPQADIRG61

Guarantor ............... Shuifa Group Co., Ltd. (/K EE4E H A R/ )

TheBonds ............... U.S.$200,000,000 4.00 per cent. Guaranteed Bonds due
2024.

Guarantee ............... The Guarantor has in the Deed of Guarantee

unconditionally and irrevocably guaranteed the due
payment of all sums expressed to be payable by the Issuer
under the Trust Deed and the Bonds. Its payment
obligations in that respect (the “Guarantee”) are contained
in the Deed of Guarantee.

Issue Price ... ............ The Bonds will be issued at 100.00 per cent. of their
principal amount.

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

Interest . ................ The Bonds will bear interest on their outstanding principal
amount from and including 24 March 2021 at the rate of
4.00 per cent. per annum, payable semi-annually in arrear
in equal instalments of US$20.00 per Calculation Amount
(as defined in the Conditions) on 24 March and 24
September in each year, commencing 24 September 2021.

Issue Date ............... 24 March 2021.

Maturity Date . ........... 24 March 2024.




Status of the Bonds ........

Status of the Guarantee . . . ..

Negative Pledge ...........

Undertakings relating to the
Guarantee .............

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

The obligations of the Guarantor under the Guarantee
shall, save for such exceptions as may be provided by
applicable laws and regulations and subject to Condition
4(a) (Negative Pledge) of the Conditions, at all times rank
at least equally with all its other present and future
unsecured and unsubordinated obligations.

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

The Guarantor will undertake (i) to report or cause to be
reported with the National Development and Reform
Commission of the PRC (the “NDRC”) the requisite
information and documents, within 10 PRC Business Days
after the issue date of the Bonds and in accordance with the
Notice on Promoting the Reform of the Filing and
Registration System for Issuance of Foreign Debt by
Corporates (|3 5855 J& U Z B A HEHED SE AT AME R B
RO B Y AN) promulgated by the NDRC on 14
September 2015 which came into effect immediately and
any implementation rules as issued by the NDRC from time
to time (the “NDRC Post-issue Filing”); and (ii) to
register or cause to be registered with the State
Administration of Foreign Exchange or its local branch
(“SAFE”) the Deed of Guarantee within 15 PRC Business
Days after the execution of the Deed of Guarantee in
accordance with the Provisions on the Foreign Exchange
Administration of Cross-Border Guarantees (#5554 %4k
[ & #H B € ) promulgated by SAFE on 12 May 2014 which
came into effect on 1 June 2014 (the “Cross-Border
Security Registration”) and any implementation rules as
issued by SAFE from time to time. The Guarantor shall use
its best endeavours to complete the Cross-Border Security
Registration and obtain a registration certificate from
SAFE (or any other document evidencing the completion
of registration issued by SAFE) on or before the
Registration Deadline (being 90 PRC Business Days after
the Issue Date) and comply with all applicable PRC laws
and regulations in relation to the Bonds and the Deed of
Guarantee.
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Taxation

The Guarantor shall on or before the Registration Deadline
after the later of the submission of the NDRC Post-issue
Filing and receipt of the registration record from SAFE (or
any other document evidencing the completion of
registration issued by SAFE), provide the Trustee with (i) a
certificate in English substantially in the form set out in the
Trust Deed signed by an Authorised Signatory (as defined
in the Trust Deed) of the Guarantor confirming the
completion of the NDRC Post-issue Filing and the
Cross-Border Security Registration; and (ii) copies of the
relevant documents evidencing the NDRC Post-issue
Filing (if any) and the Cross-Border Security Registration
or any other document evidencing the completion of
registration issued by SAFE and the particulars of such
registration, each certified in English by an Authorised
Signatory of the Guarantor, as being a true and complete
copy of the original (the items specified in (i) and (ii)
together, the “Registration Documents”).

In addition, the Guarantor shall procure that, within 10
PRC Business Days after the Registration Documents are
delivered to the Trustee, the Issuer shall give notice to the
Bondholders (in accordance with Condition 16 (Notices) of
the Conditions) confirming the completion of the NDRC
Post-issue Filing and the Cross-Border Security
Registration.

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 of the Bonds shall be made
free and clear of, and without withholding or deduction for,
any taxes, duties, assessments or governmental charges of
whatever nature imposed, levied, collected, withheld or
assessed by or within the British Virgin Islands or the PRC
or any political subdivision or authority therein or thereof
having power to tax, unless such withholding or deduction
is required by law. Where withholding or deduction is
made by the Issuer or, as the case may be, the Guarantor for
or on account of any taxes, duties, assessments or
governmental charges of whatever nature imposed, levied,
collected withheld or assessed by or within the PRC at a
rate up to and including the aggregate rate applicable on 17
March 2021 (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 received by them had no such withholding or
deduction been required. See “Terms and Conditions of the
Bonds — Taxation”.
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Final Redemption .........

Redemption for Taxation

Reasons

Redemption for Relevant

Events

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

The Bonds may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not less than
30 nor more than 60 days’ notice to the Bondholders
(which notice shall be irrevocable), at their principal
amount, together with any interest accrued to but excluding
the date fixed for redemption, if, immediately prior to
giving such notice, the Issuer and/or the Guarantor (as the
case may be) satisfies the Trustee that the Issuer (or if the
Guarantee were called, the Guarantor) has or will become
obliged to pay Additional Tax Amounts (as defined in the
Conditions) as a result of any change in, or amendment to,
the laws or regulations of the British Virgin Islands or the
PRC or, in each case, any political subdivision or any
authority thereof or therein having power to tax, 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 17
March 2021, and such obligation cannot be avoided by the
Issuer (or the Guarantor, as the case may be) taking
reasonable measures available to it, as further described in
“Terms and Conditions of the Bonds — Redemption and
Purchase — Redemption for Taxation Reasons”.

At any time following the occurrence of a Relevant Event, a
Bondholder will have the right, at such Bondholder’s
option, to require the Issuer to redeem all, but not some
only, of such Bondholder’s Bonds on the Put Settlement
Date (as defined in Condition 6(c) (Redemption for
Relevant Events) of the Conditions) at 101 per cent. (in the
case of a redemption for a Change of Control) or 100 per
cent. (in the case of a redemption for a No-Registration
Event) of their principal amount, together, in each case,
with any accrued interest up to but excluding the Put
Settlement Date.

A “Change of Control” occurs when:

(i) Shandong SASAC and/or any other Person directly or
indirectly Controlled by Shandong Provincial
Government, collectively cease to, directly or
indirectly, hold or own 100 per cent. of the issued
share capital of the Guarantor; or

(ii) the Guarantor ceases to directly or indirectly hold or
own 100 per cent. of the issued share capital of the
Issuer; or
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Events of Default . .........

Cross-Default . . ... ... .....

Further Issues ............

Trustee

Principal Paying Agent ... ..

Registrar and Transfer

Agent

(iii) the Guarantor consolidates with or merges into or
sells or transfers all or substantially all of the
Guarantor’s assets to any other person(s), unless such
person(s) is/are Controlled by Shandong SASAC
and/or any other Person directly or indirectly
Controlled by Shandong Provincial Government.

A “No Registration Event” occurs when the Registration
Documents relating to the Cross-Border Security
Registration are not delivered to the Trustee in accordance
with Condition 4(d) (Notification of Completion of the
NDRC Post-issue Filing and the Cross-Border Security
Registration) of the Conditions on or before the
Registration Deadline (being 90 PRC Business Days after
the Issue Date).

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

The Bonds are subject to a cross-default provision in
respect of any present or future indebtedness of the Issuer
or the Guarantor or any of their respective Subsidiaries for
or in respect of moneys borrowed or raised, in aggregate
equals or exceeds U.S.$30,000,000 or its equivalent in any
other currency. See Condition 9(c) (Cross-Default) of the
Conditions.

The Issuer may from time to time, without the consent of
the Bondholders, create and issue further securities having
the same terms and conditions as the Bonds in all respects
(or in all respects except for the issue date and first
payment of interest on them, the timing for compliance
with requirements set out in the Conditions in relation to
the NDRC Post-issue Filing and the Cross Border Security
Registration, and such other terms as the Issuer may
determine at the time of issue as necessary for purposes of
consummating the further issue) and so that such further
issue shall be consolidated and form a single series with the
outstanding Bonds as further described in Condition 15
(Further Issues) of the Conditions.

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

The Bank of New York Mellon SA/NV, Luxembourg
Branch.
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Clearing Systems . .........

Notices and Payment .. ... ..

Governing Law

Listing . ... ...

Selling Restrictions ........

Ratings . ... ..

Green Bond Certificate. . . . . .

Use of Proceeds

The Bonds will be represented initially by beneficial
interests in the Global Certificate, which will be registered
in the name of a nominee of, and deposited on the Issue
Date with, a common depositary for Euroclear and
Clearstream. Beneficial interests in the Global Certificate
will be shown on, and transfers thereof will be effected
only through, records maintained by Euroclear and
Clearstream. Except as described in this Offering Circular,
certificates for the Bonds will not be issued in exchange for
beneficial interests in the Global Certificate.

So long as the Bonds are represented by the Global
Certificate and the Global Certificate is held on behalf of
Euroclear and Clearstream and/or an Alternative Clearing
System, any notice to the holders of the Bonds shall be
validly given by the delivery of the relevant notice to
Euroclear and Clearstream and/or the Alternative Clearing
System, as applicable, 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.

English law.

Application has been made to the SEHK for the listing of,
and permission to deal in, the Bonds on the SEHK by way
of debt issues to Professional Investors only and it is
expected that dealing in, and listing of, the Bonds on the
SEHK will commence 25 March 2021.

The Bonds will not be registered under the Securities Act
or under any state securities laws of the United States and
will be subject to customary restrictions on transfer and
resale. See “Subscription and Sale”.

The Bonds are expected to be assigned a rating of “Baal”
by Moody’s upon issuance. Additionally, the Guarantor has
been assigned a corporate credit rating of “Baal” with
stable outlook by Moody’s. A rating is not a
recommendation to buy, sell or hold securities and may be
subject to suspension, reduction or withdrawal at any time
by the assigning rating agency.

Hong Kong Quality Assurance Agency (“HKQAA”) has
issued an independent certification confirming that the
Bonds are in compliance with the requirements of the
HKQAA Green Finance Certification Scheme: 2018.

See “Use of Proceeds” and “Green Bond Framework”.
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RISK FACTORS

An investment in the Bonds is subject to a number of risks. Investors should carefully consider
all of the information in this Offering Circular and, in particular, the risks described below, before
deciding to invest in the Bonds. The following describes some of the significant risks relating to the
Group, its business, the markets in which the Group operates and the Bonds. Some risks may be
unknown to the Issuer and the Guarantor and other risks, currently believed to be immaterial,
could in fact be material. Any of these could materially and adversely affect the business, financial
condition, results of operations or prospects of the Group or the value of the Bonds. Each of the
Issuer and the Guarantor believes that the risk factors described below represent the principal
risks inherent in investing in the Bonds or, as the case may be, the Guarantee, but the ability of the
Issuer and the Guarantor to pay interest, principal or other amounts on or in connection with any
Bonds may be affected by some factors that may not be considered as significant risks by the Issuer
and the Guarantor based on information currently available to them or which they are currently
unable to anticipate. All of these factors are contingencies which may or may not occur and none
of the Issuer or the Guarantor is in a position to express a view on the likelihood of any such
contingency occurring. This Offering Circular also contains forward-looking statements that
involve risks and uncertainties. The actual results of the Group could differ materially from those
anticipated in these forward-looking statements as a result of certain factors, including the risks
described below and elsewhere in this Offering Circular.

None of the Issuer and the Guarantor represents that the statements below regarding the risk
factors are exhaustive. Prospective investors should also read the detailed information set out
elsewhere in this Offering Circular and reach their own views prior to making any investment
decision.

RISKS RELATING TO THE GROUP’S GENERAL OPERATIONS

The Group’s business is heavily dependent on the level of economic development in Shandong
Province and the PRC.

The Group operates its business primarily in Shandong Province. Therefore, the Group’s
business, financial condition, results of operations and prospects have been and will continue to be
heavily dependent on the level of economic development in Shandong Province and the PRC.

While the PRC economy has demonstrated rapid growth in the past 40 years, a slowdown in
the growth of China’s GDP in recent years has raised a concern that the historic rapid growth of the
PRC economy may not be sustainable. According to the National Bureau of Statistics of the PRC,
the annual growth rate of China’s GDP in 2017 and 2018 was 6.9% and 6.6%, respectively, which
were the third lowest and lowest growth rates in the last 26 years. The national economic condition
of the PRC has a material effect on the performance of regional economies in the PRC. According
to the Shandong Provincial Bureau of Statistics, Shandong’s GDP increased from approximately
RMB6,016.5 billion in 2014 to approximately RMB7,310.0 billion in 2020, which ranked it third
in the country. These changes were generally in line with the change in the PRC’s GDP growth rate
during the same period. However, in line with and as a result of the deterioration of China’s
macroeconomic conditions, the annual growth rate in fixed asset investment of Shandong
decreased significantly from 15.8% in 2014 to 4.1% in 2018. The future prospects of the economy
of the PRC and Shandong Province depend on many different factors, most of which are beyond the
Group’s control. There is no assurance that the level of economic development in Shandong
Province will continue to be maintained at historical growth rates, if at all, and it is unclear how the
economic development in Shandong Province will be affected by a perceivable slowdown in the
growth of the PRC economy. Any continued slowdown in the economic growth of Shandong
Province may affect the fiscal income and financial condition of the local municipal governments
as well as their plans and budgets for urban construction and development. This may in turn
decrease demand for the Group’s business and adversely affect the Group’s business, financial
condition, results of operations and prospects.
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The Group’s business operations are capital intensive with long payback periods and any
failure of the Group to obtain sufficient capital resources on acceptable terms or in a timely
manner may adversely affect its business and prospects.

The Group’s business operations require substantial capital resources. The Group has in the
past met its capital requirements through (i) the cash flow generated from its operating activities,
(i1) government subsidies, (iii) proceeds from bank and other borrowings and (iv) issuance of
bonds and commercial paper in the PRC capital markets. The Group believes that substantial
capital resources will continue be required to support its business operations and expansion. For
example, for the six months ended 30 June 2020, the Group had contracted a total of 167 hydraulic
construction projects with an aggregate contractual amount of RMB3.4 billion.

The ability of the Group to generate sufficient operating cash flow is affected by a number of
factors, such as the Group’s ability to carry on its business activities in an efficient manner, the
budget and spending of local municipal governments on infrastructure development and fixed asset
investments, due performance of the Group’s contractors, changes in the general market conditions
and regulatory environment and competition in certain sectors in which the Group operates. Any
adverse change in any of these factors may create a capital shortfall. There is no assurance that the
Group’s operating activities will generate sufficient cash to satisfy its cash needs at all times. For
the years ended 31 December 2017 and 2018 and the six months ended 30 June 2019, the Group
had net operating cash outflows of approximately RMB3,317.1 million, RMB2,998.5 million and
RMB957.8 million, respectively. See “— The Group has historically experienced net operating
cash outflows” below.

A portion of the cash requirements of the Group is funded by government subsidies. For the
years ended 31 December 2017, 2018 and 2019 and the six months ended 30 June 2019 and 2020,
the Group received government subsidies of approximately RMB132.2 million, RMB247.5
million, RMB495.6 million, RMB119.8 million and RMB190.6 million, respectively, from various
government authorities in relation to its business development and operations. There is no
assurance that the Group will continue to receive such government subsidies. See “— A reduction
or loss in governmental capital contribution and government subsidies could reduce the Group’s
profits” below.

Insufficient cash flow generated from the Group’s operating activities will increase the
Group’s reliance on external financing. As at 30 June 2020, the Group’s total indebtedness
(comprising short-term loans, non-current liabilities due within one year, long-term loans, bonds
payable and long-term payables) was approximately RMB70.8 billion. As at 30 June 2020, the
Group had total credit facilities of approximately RMB79.9 billion, of which approximately
RMB34.3 billion had not been utilised. The 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;

e the Group’s business achievements and investors’ confidence in the Group;

o the Group’s ability to obtain the relevant governmental approvals required for domestic
or international financing;

o provisions of tax and securities laws that may be applicable to the Group’s efforts to
raise capital; and

° political and economic conditions in the rest of the PRC generally.
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There is no assurance that additional financing, either on a short-term or a long-term basis,
will be available, or that such financing will be obtained on terms favourable to the Group. If the
Group is unable to obtain financing on a timely basis and at a reasonable cost, it may not be able to
undertake new projects. This would restrict the Group’s ability to grow and, over time, may reduce
the quality and reliability of the products and service the Group provides and adversely affects the
Group’s business, financial condition, results of operations and prospects. In addition, substantial
indebtedness may in turn increase the pressure on the Group’s liquidity and cause additional
operational risks. See “— Substantial indebtedness may restrict the Group’s business activities
and increase the Group’s exposure to various operational risks” below.

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

The Group relies on bank loans and proceeds from bond issuances to satisfy a portion of its
capital requirements, and consequently, the Group has had a significant amount of outstanding
indebtedness. As at 30 June 2020, the Group’s total indebtedness (comprising short-term loans,
non-current liabilities due within one year, long-term loans, bonds payable and long-term
payables) was approximately RMB70.8 billion, of which approximately RMB17.4 billion would
become due within 12 months. As at 31 December 2017, 2018 and 2019 and 30 June 2020, the
gearing ratio of the Group (representing the ratio of total indebtedness over total assets) was
approximately 55.8%, 53.5%, 57.4% and 74.5%, respectively.

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

° requiring the Group to divert its operating cash flow to satisfy its indebtedness;
° increasing the Group’s finance costs, thus affecting the overall profits of the Group;

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

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

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

As the Group’s business scale continues to grow, its capital requirement and its reliance on
external financing are likely to further increase. The 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 Group’s debt could result in
the imposition of penalties, including increases in rates of interest that the Group pays, legal
actions against the Group by its creditors, or bankruptcy.

Restrictive covenants contained in financing contracts may limit the 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 members of the Group contain operational and
financial restrictions on the Group or, as the case may be, the relevant subsidiary’s business, that
(1) prohibit the borrower from incurring additional indebtedness unless it is able to satisfy certain
financial ratios, (ii) restrict the borrower from creating security or granting guarantees or (iii)
prohibit the borrower from changing its business and corporate structure, without the lender’s prior
consent. The ability of the Guarantor or any of its relevant subsidiaries (as borrower) to satisfy any
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stipulated financial ratios may be affected by events beyond its control. Such restrictions may also
negatively affect the Group’s ability to respond to changes in market conditions, take advantage of
business opportunities the Group believes to be desirable, obtain future financing, fund capital
expenditures, or withstand a continuing or future downturn in its business. Any of these factors
could materially and adversely affect the Group’s ability to satisfy its obligations under the Bonds
and other debts.

If the Guarantor or any of its relevant subsidiaries is unable to comply with the restrictions
(including restrictions on future investments) and covenants in its current or future debt
obligations and other agreements, a default under the terms of such agreements may occur. In the
event of a default under such agreements, the holders of the debt could terminate their
commitments to the Guarantor or its subsidiaries, accelerate the debt and declare all amounts
borrowed due and payable and/or terminate the agreements. Some of the financing contracts
entered into by the Guarantor and its subsidiaries may contain cross-acceleration or cross-default
provisions. As a result, a default by the Guarantor or any of its subsidiaries under any of such
agreements may cause the acceleration of repayment of not only such debt but also other debt,
including the Bonds, or result in a default under other debt agreements. If any of these events
occur, there is no assurance that the Guarantor or its subsidiaries will be able to obtain the lenders’
waivers in a timely manner or that the assets and cash flow of the Guarantor or its subsidiaries
would be sufficient to repay in full all of their respective debts as they become due, or that the
Guarantor or its subsidiaries would be able to find alternative financing. Even if the Guarantor and
its subsidiaries could obtain alternative financing, there can be no assurance that it would be on
terms that are favourable or acceptable to the Guarantor or, as the case may be, its subsidiaries. See
“—— Risks relating to the Bonds and the Guarantee — If any of the Guarantor or its subsidiaries,
including the Issuer, is unable to comply with the restrictions and covenants in their 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”.

Third-party security rights may also limit the Group’s use of the underlying collateral assets
and adversely affect its operation efficiency. As at 30 June 2020, the Group’s restricted assets
amounted to RMB10,567.2 million, representing 8.8% of the Group’s total assets. If the Guarantor
and its subsidiaries are unable to service and repay their debts under such loan facilities on a timely
basis, the assets provided as security for such bank loans may be subject to foreclosure, which may
adversely affect the Group’s business, prospects and financial condition.

The Guarantor’s controlling shareholder can exert influence on the Group that may not be in
the Group’s best interest.

As at the date of this Offering Circular, the Guarantor is 70.0%, 20.0% and 10.0% owned by
Shandong SASAC, Shandong Guohui Investment Co., Ltd. (IR & HLELEALR/AA) and
Shandong Provincial Council for Social Security Fund (Ll &4t & (R &I a),
respectively. Shandong SASAC, being the Guarantor’s controlling shareholder, has the power to
appoint or nominate, and has appointed and/or nominated, the Guarantor’s directors and senior
management. As such, Shandong SASAC is able to significantly influence the Group’s major
business decisions and strategies, including the scope of its activities, investment decisions and
dividend policy. Shandong SASAC may take actions that are not in the Group’s best interests or
that may not maximise the Group’s profits. For example, Shandong SASAC could use its ability to
influence the Group’s business and strategy in a manner beneficial to Shandong Province as a
whole, but which may not necessarily be in the Group’s best interests. Shandong SASAC could
also change its policies, plans, preferences, views, expectations, projections, forecasts and
opinions as a result of changes in the PRC’s economic, political and social environment and growth
projections, and any such changes may have a material effect on the Group’s business and
prospects. In addition, any amendments, modifications or repeals of the existing policies of
Shandong SASAC, if adverse to the Group, could have a material adverse effect on the Group’s
business, financial condition, results of operations and prospects.
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Moreover, the Group has historically benefited from its relationship with Shandong SASAC
and the Shandong Provincial Government, such as the receipt of government subsidies and cash
capital injections. The Group does not control the timing or value of any such capital injections and
government subsidies. The Group cannot assure prospective investors that Shandong SASAC or
the Shandong Provincial Government will continue to inject assets into the Group’s business or in
a manner that is beneficial to the Group. See “— A reduction or loss in governmental capital
contribution and government subsidies could reduce the Group’s profits” below.

The Group is exposed to risks associated with entering into contracts with public bodies.

The Group’s customers include agencies or entities owned or otherwise controlled by the
PRC government. To the extent that the Group’s projects are funded by the PRC government, they
may be subject to delays or changes as a result of the changes in the PRC government’s budgets or
for other policy considerations. The PRC government’s spending on infrastructure development
and fixed asset investments has historically been, and will continue to be, cyclical in nature and
vulnerable to fluctuations in the PRC’s economic conditions and changes in the PRC government’s
policies. As such, the Group has exposure to the risks associated with contracting with PRC
governmental entities and other public organisations.

In addition, any disputes with PRC governmental entities and other public organisations
could potentially lead to contract termination if unresolved or may take a considerably longer
period of time to resolve as compared to disputes with counterparties in the private sector, and
payments due to the Group from these entities and organisations may be delayed as a result. In
some circumstances, PRC governmental entities and public organisations may require the Group to
change its construction methods, equipment or other performance terms, direct the Group to
reconfigure its designs or purchase specific equipment for the relevant project or undertake
additional obligations or change other contractual terms, resulting in increased costs in the
corresponding project. Resolution of any disagreement with PRC governmental entities and public
organisations with respect to such changes may be time-consuming and may also cause the Group
to incur additional costs. Changes in governmental budgets and policies relating to the Group’s
projects could also result in delays in project commencement or completion, adverse changes to
such projects or a withholding of, or delay in, payment to the Group. If a governmental entity or
other public organisation terminates a contract with the Group, the Group’s order book could be
reduced and the Group’s business plans may be materially and adversely affected. Any such
adverse consequences associated with contracting with PRC governmental entities and other
public organisations could materially and adversely affect the Group’s business, financial
condition, results of operations and prospects.

The Group’s operations are subject to extensive regulatory requirements in the PRC,
including, among others, environmental, safety and health regulations, and any failure to
comply with such regulatory requirements may result in penalties, fines, governmental
sanctions or suspension or revocation of its licences, permits or certificates.

The Group’s operations are subject to extensive national and local laws, regulations, rules and
policies in the PRC, including, among others, environmental, safety and health regulations. Given
the volume and complexity of these applicable laws, regulations, rules or policies, compliance may
be difficult or involve significant financial and other resources to ensure holistic and real time
compliance. There is no assurance that the Group will be able to comply with all applicable laws,
regulations, rules or policies or obtain the required licences, permits and certificates on a timely
basis, if at all. Failure to comply with any such laws, regulations, rules or policies may result in
penalties or fines, government sanctions, restrictions on the Group’s business activities or, in the
extreme cases, suspension or revocation of the Group’s licences, permits or certificates,
termination of government contracts or suspension of the Group’s operations. Such events could
materially and adversely affect the Group’s business, financial condition, results of operations and
reputation.
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In addition, PRC laws and regulations are constantly evolving. The applicable laws,
regulations, rules and policies relating to the Group’s business may be subject to further changes or
amendments, or uncertainties regarding their interpretation and application. The compliance costs,
liabilities and requirements associated with any existing and future laws, regulations, rules and
policies can have significant impacts on the Group’s business, results of operations and financial
condition. The Group is expected to incur continuous compliance costs, implement operational
changes so as to fulfil regulatory requirements, develop and maintain internal policies, procedures
and training programmes and purchase necessary insurance to ensure its compliance with any
existing and future regulatory requirements. Moreover, as part of the national policy in promoting
environmental protection, the Group is expected to comply with more and more stringent
environmental laws and regulations. There can be no assurance that the PRC government will not
impose additional or stricter laws or regulations, particularly relating to environment protection,
which may increase the compliance costs of the Group.

The Group may fail to obtain or renew required governmental approvals, licences, permits
and certificates for its operations.

The Group needs to obtain certain approvals, licences, permits and certificates from different
government authorities and to comply with extensive procedural requirements in order to carry on
its business activities under PRC laws and regulations. For example, the Group is required to
maintain a health permit and (depending on the days of extraction from the water resources) maybe
required to maintain a water intake permit for its water supply operations. Similarly, the Group is
required to maintain a wastewater discharge permit for its wastewater treatment operations. In
relation to its real property development operations, the Group is required to obtain a project
approval and environmental assessment approval before it is permitted to commence construction
of a property development project. As a property development project progresses, the Group needs
to receive a land use right certificate (T Hu{H FIHERE) or land use approval (HLHLTE), the
construction land planning permit (& & Fi # B #| 57 7] 7 ), the construction works planning permit
(B E% TR B #1157 7] #5) and the construction engineering commencement permit (2 4E T2 T #F
AJ#). For more details regarding the major certificates, licences and permits required for the
primary business operations of the Group, see “PRC Regulations”. Governmental authorities in the
PRC have broad discretion in implementing and enforcing applicable laws and regulations and in
determining the grant of approvals, licences, permits and certificates necessary for the Group to
conduct its business. The Group’s ability to carry on its various business segments is therefore
subject to its ability to obtain, and the PRC government’s decision to issue, renew and not revoke,
such requisite approvals, licences, permits and certificates.

There is no assurance that the Group will not encounter material delays or other impediments
in fulfilling the conditions precedent to the approvals, or that the Group will be able to adapt to new
laws, regulations or policies that may come into effect from time to time with respect to the
industries in which its business operates or the particular processes with respect to regulatory
approvals. There may also be delays on the part of the regulatory bodies in reviewing the Group’s
applications and granting the relevant approvals. There is no assurance that the Group will be able
to obtain or renew its existing approvals, licences, permits and certificates on commercially
reasonable terms in a timely manner, or at all, or that such approvals, licences, permits and
certificates will not be revoked by the relevant authorities. For example, as at the date of this
Offering Circular, (i) Litang County Heyuan Hydropower Development Co., Ltd. (3 3827 Ji 7K
B A B/ F]) has not obtained relevant project filing, environmental approval, construction
land planning permit, construction works planning permit and construction engineering
commencement permit for the Chama Ridong Power Station (#/§ H 3 %) and Shulu Yaza
Power Station (#7552 7E V), and has not obtained electricity power business permit and water
intake permit for the Cuowa Power Station (#47E # J%); (ii) Shuangcheng National Heating Power
Co., Ltd. (B3R EH#EMEARE(L/AF) has not obtained construction engineering
commencement permit and environmental completion and check document for the Shuangcheng
National Heating and Heating Cogeneration Project (Bl #5247 JH H ); (iii) Heze Zhongxing
Peony Water Environment Co., Ltd. (7 {# A% B4 K BR 55 A BR/A A]) has not obtained relevant
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land use rights certificate, property ownership rights certificates, construction land planning
permit, construction works planning permit and construction engineering commencement permit
for the construction of Heze City Peony District Wastewater Treatment Plant (i 15 i 41 JF [ 75 7K
& HRE T#2); (iv) Heze Zhongxing Water Environment Co., Ltd. (7 % A2 BL /K BR 354 B /A A]) has
not obtained relevant land use rights certificate, construction land planning permit, construction
works planning permit and construction engineering commencement permit for Phase I
Distribution Room for Self-use (HH —MEI®E H); (v) Lijin Xinhe Natural Gas Technology
Service Co., Ltd. (i 1] KSR S i Il B5 A FR 2 7)) has not obtained property ownership rights
certificates for self-use office premises; (vi) Caoxian Donghe New Energy Co., Ltd. (B 5% 5# &8
fie ¥ A PR 22 7)) has not obtained property ownership rights certificates for self-use office premises
and relevant land use right certificate, construction works planning permit, construction land
planning permit and construction engineering commencement permit for Emergency Peak
Regulation Reserve Station Project (MEZkifUgfi#545IH H); (vii) Shandong Xingye Furnace
Charge Co., Ltd. (1l 5B 38 %1 A B/ 7)) has not obtained property ownership rights certificates
for its production office building; (viii) Hunan Highway Design Co., Ltd. (¥ ¥ & /A 8 55T A PR A
7)) has not obtained property ownership rights certificates for its commercial housing; (ix)
Chengwu Shuihua Development Real Estate Co., Ltd. (B{at/K#E%$ R B EA ML/ F) has not
obtained property ownership rights certificates for Shuifa Yangguanglvcheng (7K #§ o 565k Ik);
and (x) Rongcheng Haoyang Thermal Power Co., Ltd. (R EMBHREIL/AF) has not
obtained property ownership rights certificates and the environmental completion and check
document for Cogeneration PPP Project (41 7 PPPJH H ) or the heating business licence for its
heating supply business. If the Group fails to obtain or encounters material delays in obtaining the
requisite governmental approvals, licences, permits or certificates, the Group’s business
operations could be materially and adversely affected.

In addition, the Group could be subject to fines or penalties imposed by the relevant
government authorities, or be required to cease the construction of a project or certain of the
Group’s operations due to non-compliance with the terms of the government approvals, licences,
permits or certificates. Any such fines, penalties or orders for the cessation of construction or
operation could materially and adversely affect the Group’s business, financial condition and
results of operations.

Furthermore, the registered capital of certain members of the Group is not fully paid-in
within the prescribed time frame pursuant to their respective articles of association, which
includes Shandong Shuifa Health Development Co., Ltd. (1L H /K % FEFE 88 )& A BR/A A]) (formerly
known as Shandong Hehui Medical Co., Ltd. (LR A B E#H AR F])). As confirmed by the
Company, the registered capital of certain other members of the Group, including Shuifa Anhe
Group Co., Ltd. (7K % % 14 [ A B2\ 7), has been fully paid-in through debt-to-equity swaps or
equity injections, however, the Company may not be able to provide sufficient documents
evidencing the procedures for such paid-ins. If the registered capital of such members of the Group
is not fully paid-in pursuant to the requirements under their respective articles of association, it
may constitute a breach of the constitutional documents of the relevant member of the Group and
applicable PRC laws and regulations and thus could materially and adversely affect such members’
business, financial condition and results of operations and potentially that of the Group as a whole.

The lessors of some of the Group’s leased properties did not provide valid title certificate or
relevant authorisation documents evidencing their rights to lease the property to the Group. As a
result, there are risks that the Group may not be able to continue to use such properties.

PRC regulations on the administration of local government debts will continue to impact the
Group’s financing model and business model.

The PRC government has in recent years issued multiple regulations intended to restrict the
ability of local governments to use state-owned enterprises to incur debt that should be directly
incurred by government bodies. These regulations include: the Opinion on Enhancing the
Administration of Fiscal Debts of Local Governments (Guo Fa [2014] No. 43) (B 7 0 i s 7 BURF
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PR RS A B & A (8] 85 [20141435%) ) (“Circular 43”) in September 2014 released by the State
Council, the Circular on Further Regulating the Debt Financing Behaviours of Local Government
(Cai Yu [2017] No. 50) (Bl A4 — 25 K b 77 BOM SR RLE 47 2 1@ A (B F[2017]50%58) )
(“Circular 50”) jointly issued by MOF, the NDRC, the Ministry of Justice, PBOC, CBRC and the
China Securities Regulatory Commission in April 2017, the Circular on Firmly Curbing Local
Governments’ Illegal Financing Activities in the Name of Government Procurement of Services
(Cai Yu [2017] No. 87) (A E2 Pk il 1k Hb 75 LABUR W e PS4 28 38 5 4 ML Rl re i R (B 78
[2017]87%%) ) (“Circular 87”) issued by MOF in May 2017, the Notice of the Ministry of Finance
on the Financing Activities Conducted by Financial Institutions for Local Governments and
State-owned Enterprises (Cai Jin [2018] No. 23) (5 B0 B i 57 i 4 i 4 35 355 b J7 BUM F A 4
SEBLRVEAT A B B RE R0 8 A0 (B4 42(2018]23%%) ) (“Cireular 23”) in March 2018, the Circular of
the National Development and Reform Commission and the Ministry of Finance on Improvement
of Market Regulatory Regime and Strict Prevention of Foreign Debt Risks and Local Government
Indebtedness Risks (Fa Gai Wai Zi [2018] No. 706) (I 5 5% Ji Ui ¥ 2= B B B A 58 5 T35 40 b
Tl e A 1917 6 75 L o R e,y RS L B 1 2 N (8 B A [20181706%%) ) (“Cireular 706”) jointly
issued by the NDRC and MOF in May 2018, the Guiding Opinion on Strengthening the Asset and
Liability Constraints of State-Owned Enterprises (47t Je /0 B8 ~ B 55 Be HF 2 8 R A o o 2
HAEEEREABLRMNIEERZ L)) jointly issued by the General Office of the CPC and the State
Council in September 2018 (the “Joint Opinion”) and the Notice of the General Office of the
National Development and Reform Commission on Relevant Requirements for Record-filing and
Registration of Issuance of Foreign Debts by Local State-owned Enterprises (Fa Gai Ban Wai Zi
[2019] No. 666) (5 5% i Bt 2 22 i /% WG ) Jr 368 b 07 B0 A7 4 36 3847 AT HR i il 52 6 e AT BR 225K
) 48 0 (3% 2R RSN & [2019] 6669%) ) issued by the General Office of the NDRC in June 2019
(“Circular 666”) (Circular 43, Circular 50, Circular 87, Circular 23, Circular 706, the Joint
Opinion and Circular 666, together, the “Debt Control Circulars”). Please refer to “PRC
Regulations — Regulation on Fiscal Debts of Local Governments” for more details about the Debt
Control Circulars.

In September 2014, the State Council of the PRC released Circular 43. According to Circular
43, local governments should finance the development of public interest projects by issuing
government bonds, and financing vehicles are prohibited from functioning as the financing arm of
the local government, may not incur new government debts and should carry on their operations
and financing in accordance with market-oriented principles. Public interest projects that are profit
earning, such as construction of non-toll free highways, may be developed either by private
investors independently or by a special purpose company jointly set up by the local government
and private investors. Private investors and such special purpose companies shall invest in
accordance with market-oriented principles and may finance projects with bank loans, corporate
bonds and asset-backed securitisation. Further, local governments shall not be liable for any of the
debts of private investors or special purpose companies. Circular 50 reaffirms the Circular 43
position that local government debts shall only be incurred through the issuance of local
government bonds within the quota approved by the State Council, and the local governments and
their departments are not permitted to use any other means for debt financing. The local
governments and their departments are prohibited from requesting or ordering enterprises to issue
debts for or on behalf of the local governments.

Further, Circular 87 requires local governments and their departments not to take advantage
of or make up a contract for the government procurement of services in such a manner that
conceals an underlying objective of raising funds for any construction project, or finance from
financial institutions or non-financial institutions through government procurement of services,
and shall not make up a contract for accounts payable (receivable) by any means or enter into such
a contract beyond their respective authority in an attempt to help financing platforms and other
types of enterprises raise funds.

Circular 23 and Circular 706 establish further regulations for foreign debt issuance including

the prohibition from including public assets as the enterprise’s assets and restrictions on disclosing
information in the offering circulars of bonds issuances that could give rise to the government’s
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endorsement of such issuance or an association with the government’s credit. According to
Circular 706, any enterprise that intends to incur medium and long-term foreign debt is prohibited
from including in its assets public schools, public hospitals, public cultural facilities, parks, public
squares, office buildings of government departments and public institutions, municipal roads,
non-toll roads, non-operating water conservancy facilities, pipe network facilities, other public
assets and the land use rights of reserve land. As at 31 December 2018, certain assets of the Group
were considered “public assets” within the scope of Circular 706. Such assets comprised the
Group’s hospital facilities operated under its medical and health care business sub-segment:
Chengwu County People’s Hospital (X5 A R #Br), Leling People’s Hospital (40 i AR5
Bt), Leling Hospital of Traditional Chinese Medicine (44F% i # % Bt) and Leling Maternal and
Child Care Centre (44F%Tila 4R 1EFE). In light of Circular 706, these assets should not be
included in the Group’s corporate assets, but, in accordance with applicable accounting standards
and principles, had been included in, and represented in aggregate approximately 1.8% of, the
Group’s total assets of RMB75,989.4 million as at 31 December 2018. See “Summary
Consolidated Financial Information of the Group — Summary Consolidated Balance Sheet Data”
for details of the respective asset amounts of these public assets and their corresponding
percentage contribution to the Group’s total assets as at 31 December 2018. In December 2019, the
Group had disposed of these hospital facilities and consequently, they were not consolidated into
the Group’s financials as at and for the year ended 31 December 2019. Although there is no clear
definition of “public assets” set out in Circular 706 and there remains uncertainty as to the Group’s
interpretation, potential investors should exercise caution in using such historical financial
information to evaluate the Group’s financial condition and results of operations. Circular 706 also
reaffirms that the offering circulars of bonds issuances shall not disclose information that can
implicitly or explicitly indicate the government’s endorsement of capital raising or conduct
misleading publicity that implies an association with the government’s credit. In addition, the
liability of the local government as the shareholder shall be limited to its agreed obligation to
contribute to the registered capital of such enterprises, and the relevant foreign debts should be
solely repaid by such enterprises as independent legal persons. The Joint Opinion, consistent with
Circular 43 and Circular 50, bans local governments from engaging in “disguised” borrowing by
using state-owned enterprises to issue corporate debt on their behalf.

More recently on 6 June 2019, the General Office of the NDRC issued the Circular of the
General Office of the NDRC on the Relevant Requirements for Filing and Registration of Foreign
Debts Issuance by Local State-owned Enterprises (8558 Ji ot 55 23 Hif /0 g B i 34 b o7 B0 A7 £ 2E
BATAMEH S RS FCA B R A (“Circular 666”), which aims to strengthen the
management of local government debts and prevent the risks of medium and long-term foreign
debts and implicit debts of local government. Circular 666 expressly limits that use of proceeds
derived from the issuance of foreign debts by local state-owned enterprises that undertake local
government financing functions is limited to the repayment of medium and long-term foreign debts
due within one year. Circular 666 also strengthens the position that local governments and their
departments are prohibited from directly repaying or undertaking to repay the foreign debts of
local state-owned enterprises with fiscal funds, or providing guarantees for the issuance of foreign
debts by local state-owned enterprises, under which the relevant foreign debts should be solely
repaid by such enterprises as independent legal persons. It further reaffirms the disclosure
requirements under Circular 706 that offering circulars of bonds issuances are prohibited from
including such misleading marketing information which may imply an association with the
government’s credit.

The Group believes that the PRC government will continue to implement the Debt Control
Circulars and other relevant regulations and opinions to control local government debts.
Accordingly, the Group should rely on the cash flow generated from its operations and external
borrowings to satisfy its cash needs for servicing its outstanding indebtedness and for financing its
operating activities. For the removal of doubt, the PRC government (including each of Shandong
SASAC and the Shandong Provincial Government) has no obligation to repay any amount under
the Bonds. An investment in the Bonds is relying solely on the credit risk of the Issuer, the
Guarantor and the Group. If the Issuer and the Guarantor do not fulfil their respective obligations
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under the Bonds and the Guarantee, investors will only have recourse against the Group, and not
the PRC government.

PRC regulations on the administration of the financing platforms of local governments may
have a material impact on the Group’s business and sources of financing.

Various PRC governmental entities maintain and enforce regulations related to local
government financing vehicles (“LGFV”). See “PRC Regulations — Regulation on Fiscal Debts of
Local Governments”. As at the date of this Offering Circular, the Guarantor is not on the list of
LGFV maintained by CBRC or its successor, CBIRC. However, other governmental entities,
including MOF, may from time to time interpret relevant laws and regulations differently based on
their own interpretation of the specific activities engaged in by enterprises such as us. The Group
therefore cannot be certain that certain regulations intended to apply to LGFV do not or will not
apply to the Group or that such regulations will not be retrospectively applied to the Group, any of
which could have a material impact on the Group’s business, financial condition, results of
operations and prospects.

A reduction or loss in governmental capital contribution and government subsidies could
reduce the Group’s profits.

The Group had, in the past, received certain support from the PRC government in various
forms, including government subsidies and registered capital injections for its business operations
and development. For the years ended 31 December 2017, 2018 and 2019 and the six months ended
30 June 2019 and 2020, the Group received government subsidies of approximately RMB132.2
million, RMB247.5 million, RMB495.6 million, RMB119.8 million and RMB190.6 million,
respectively, from various government authorities for its business development and operations. As
at 30 June 2020, the Group had received an aggregate amount of approximately RMBS5,381.8
million as registered capital injections from the Shandong Provincial Department of Water
Resources pursuant to the approval of the Shandong Provincial Government. See “Description of
the Group — History and Development”. However, there is no assurance that the Group will
continue to receive such support or in the forms in which it had received past support, since
relevant government policies may change from time to time. Any loss or reduction in government
subsidies or other form of government support could have a material and adverse effect on the
Group’s business, financial condition, results of operations and prospects.

The Group has historically experienced net operating cash outflows.

For the years ended 31 December 2017 and 2018 and the six months ended 30 June 2019, the
Group had net operating cash outflows of approximately RMB3,317.1 million, RMB2,998.5
million and RMB957.8 million, respectively. The Group’s net operating cash outflows were largely
attributable to the substantial capital requirements at the commencement of its relevant
construction projects which involved the incurrence of higher cash outflows. If the Group’s
operating activities fail to generate sufficient cash to satisfy its cash requirements, the Group has to
increase its reliance on external financing to satisfy its working capital and capital expenditure,
thus increasing its financial vulnerability and adversely affecting its financial condition and results
of operations.

The Group has historically experienced significant fluctuation in its operating profit and any
significant fluctuation in the future may have a material adverse impact on its business,
financial condition and results of operations.

The Group has historically experienced significant fluctuation in its operating profit. For the
year ended 31 December 2017, the Group had operating loss of RMB44.6 million, as compared to
its operating profit of RMB440.4 million and RMB298.2 million for the years ended 31 December
2018 and 2019, respectively. The Group’s operating profit may experience significant fluctuations
from period to period due to a number of factors, including, among others, the lengthy
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development periods before revenue and profit from the development projects are realised and
recognised, the ability of the Group to raise funds through external financing, construction
schedules and any volatility in costs or expenses. The Group’s future results of operations will also
continue to be affected by and depend upon a number of factors, including social, political,
economic, legal and other factors, most of which are beyond the Group’s control. There is no
assurance that the Group will not continue to experience such negative trends of, or fluctuations in,
operating profit in the future. If the Group continues to experience significant fluctuation in its
operating profit, or have an operating loss, the Group’s business, financial conditions and results of
operations may be materially and adversely affected.

Significant amount of accounts receivables and other receivables may affect the Group’s
liquidity and restrict the Group’s business activities.

As at 31 December 2017, 2018 and 2019 and 30 June 2020, the Group’s accounts receivables
amounted to RMB2,444.8 million, RMB4,083.6 million, RMBS§,457.6 million and RMB&,550.8
million, respectively, representing 13.5%, 14.2%, 19.7% and 17.0% of the Group’s current assets
and 5.2%, 5.4%, 7.9% and 7.2% of the Group’s total assets as at the corresponding dates. The
Group’s accounts receivables primarily comprise receivables from third-party customers deriving
from the increase in sales of its hydraulic engineering construction, water supply and wastewater
treatment businesses. As at 31 December 2017, 2018 and 2019 and 30 June 2020, the Group’s other
receivables amounted to RMB3,669.5 million, RMB3,794.5 million, RMB1,224.4 million and
RMB3,756.4 million, respectively, representing 20.3%, 13.2%, 2.8% and 7.5% of the Group’s
current assets and 7.7%, 5.0%, 1.1% and 3.1% of the Group’s total assets as at the corresponding
dates. The Group’s other receivables primarily comprise guarantee payments in relation to its
newly acquired projects, rental payments, intercourse funds and reserve funds with third-parties or
among its subsidiaries. There are inherent risks associated with the ability of the Group’s
third-party customers, which include local municipal governments and other government
authorities, and the Group’s contractors to make timely payments under such receivables and
failure to make timely payments by these entities could materially and adversely affect the Group’s
liquidity and in turn affect its business, financial condition or results of operations. See “— The
Group is exposed to risks associated with entering into contracts with public bodies”.

The Group is exposed to risks relating to related party transactions.

The Group has historically engaged in a broad range of transactions with its related parties.
These transactions primarily include provision and receipt of services and loans and advances. The
details of the Group’s related party transactions have been disclosed in the respective Note 9.5 to
the 2018 Audited Financial Statements, Note XI.4 to the 2019 Audited Financial Statements and
Note XI.2 to the Reviewed Financial Statements, which are included elsewhere in this Offering
Circular. There are inherent risks associated with the ability of the Group’s related parties and the
Group’s business partners to make timely payments and any failure to make timely payments by
these entities could materially and adversely affect the Group’s liquidity and in turn affect its
business, financial condition, results of operations and prospects. In addition, while all related
party transactions entered into by the Guarantor and its subsidiaries thus far are on market price
terms, related party transactions entered into on a non-arm’s-length basis in the future may erode
the Group’s competitiveness as a whole and damage its reputation.

The Group’s financial condition and results of operations may be affected by material
fluctuations of interest rates.

Most of the Group’s bank loans bear interest that accrues at rates linked to the benchmark
lending rates published by the PBOC. A material fluctuation in the benchmark lending rate may
have a material impact on the Group’s interest expenses and payables under its bank loans and in
turn negatively affect its financing costs and results of operations. The PBOC from time to time
adjusts interest rates as implementation of its economic and monetary policies. Since the outbreak
of the global financial crisis in 2008, the PBOC started to lower the benchmark lending rates with
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an aim to encourage lending, increase liquidity in the market and promote the recovery of China’s
economy. Since 2008, the PBOC the benchmark one-year lending rate five times, from 7.47% to
5.31% in December 2008, which remained unchanged until September 2010. Since then, the
one-year lending rate was gradually increased to 6.56% on 7 July 2011 and onwards. In recent
years, a perceivable slowdown in the growth of the economy of the PRC again caused the PRC
government to adopt more liberal monetary policies with the aim to stimulate the PRC’s economic
development. Since 2012, the PBOC for a number of times reduced the benchmark one-year
lending rate to 4.35% as at 24 October 2015 and onwards. Although the Group’s financial
condition and results of operations may benefit from a low-interest environment, there is no
assurance that this environment will continue. Any increase in the benchmark lending rate by the
PBOC in the future will increase the Group’s financing costs and adversely affect its profitability,
financial condition and results of operations.

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

The Group has historically diversified its business portfolio by investing in other companies
and may continue to do so in the future. Although the Group conducts due diligence on target
companies, the due diligence results may not reveal all facts that are necessary or material in
evaluating the target company and the acquisition. Any failure to discover material risks and
liabilities relating to the target company before the acquisition could increase the Group’s
exposure to financial and legal risks and liabilities. When determining the price for any
acquisition, the Group needs to consider various factors, including the quality of the target
business, estimated costs associated with the acquisition and the management of the target
business, prevailing market conditions and intensity of competition. The Group needs to address
different issues arising from the acquisition after the relevant transaction is completed, such as
business, operation and management integration. There is no assurance that the Group is able to
address these issues effectively at all times. In addition, any major acquisition or transaction of
similar nature may consume substantial management attention and financial resources of the
Group or even cause the Group to incur significant indebtedness. Any material decrease in its
financial resources may limit the Group’s ordinary operating activities and increase pressure on its
liquidity, and in turn could adversely affect its business, financial condition and results of
operations.

The Group is subject to joint venture risks.

The Group develops a number of projects through joint venture arrangements with
independent third parties. Co-operation and agreement among the Group’s joint venture partners
on its existing or any future projects are important factors for the smooth operation and financial
success of such projects. The Group’s joint venture partners may (i) have economic or business
interests or goals that are inconsistent with those of the Group; (ii) be unable or unwilling to fulfil
their obligations under the relevant joint venture or other agreements; or (iii) experience financial
or other difficulties. Further, the Group may not be able to control the decision-making process of
the joint ventures as, in some cases, it does not have majority control of the joint venture. The
Group does, however, through contractual provisions or representatives appointed by it, typically
have the ability to influence certain material decisions. Although the Group has not experienced
any significant problems with its joint venture partners to date, there is no assurance that disputes
among its joint venture partners will not arise in the future that could adversely affect such
projects.

Any failure of the Group to maintain an effective quality control system could have an
adverse effect on the Group’s business and operations.

The Group relies on its quality control system to ensure the safety and quality of its projects.
The effectiveness of the Group’s quality control system may be affected by a number of factors,
such as the timely update of the quality control system to address changing business needs and the
Group’s and its contractors’ willingness and ability to adhere to its quality control policies and
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guidelines. There is no assurance that the quality of the projects developed by the Group will not be
undermined by the underperformance of the Group’s contractors. Any failure or deterioration of
the Group’s quality control system could result in defects in its projects, which in turn may subject
the Group to contractual, product liability and other claims. Any such claims, regardless of
whether they are ultimately successful, could cause the Group to incur significant costs, harm its
business reputation and result in significant disruption to its operations. If any of such claims were
ultimately successful, the Group could be required to pay substantial monetary damages or
penalties.

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

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

° mechanical production interruptions, electricity outages and equipment failure;

° operating limitations imposed by environmental or other regulatory requirements;

° work-related personal injuries;

° on-site occupational accidents;

° credit risks relating to the performance of customers or other contractual third-parties;
o disruption in the global capital markets and the economy in general;

° loss on investments;

° environmental or industrial accidents; and

° catastrophic events, such as fires, earthquakes, explosions, floods or other natural
disasters.

The Group maintains insurance policies that provide different types of risk coverage, which
the Group believes to be consistent with applicable law and industry and business practice in the
PRC. However, claims under the insurance policies may not be honoured fully or on time, or the
insurance coverage may not be sufficient to cover costs associated with accidents incurred in the
Group’s operations due to the above-mentioned operational risks. Certain types of losses (such as
from wars, acts of terrorism or acts of God, business interruption, property risks and third-party
(public) liability) are not insured in the PRC because they are either uninsurable or not
economically insurable. To the extent that the Group suffers loss or damage that is not covered by
insurance or that exceeds the limit of its insurance coverage, its business, financial condition,
results of operations and cash flow may be materially and adversely affected.

Labour shortages, labour disputes or increases in labour costs could have a material adverse
effect on the Group’s business, financial condition and results of operations

In recent years, work stoppages, employee suicide and other similar events in certain cities in
the PRC have caused the PRC government to amend labour laws to enhance protection of
employees’ rights. Increasing awareness of labour protection as well as increasing minimum
wages is likely to increase the labour costs afforded by PRC enterprises in general, including the
Group or the contractors participating in the Group’s projects. The Group believes that it has good
working relationship with its employees across its various business segments and has not
experienced any material work stoppages, strikes or other labour problems in the past. However,
there is no assurance that any of such events will not arise in the future. If the Group’s employees
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were to engage in a strike or other work stoppage, the Group could experience significant
disruption in its operations and/or higher on-going labour costs, which may have a material
adverse effect on the Group’s business, financial condition and results of operations. Similarly, any
labour shortages, labour disputes or increases in labour costs of the Group’s third-party contractors
could cause an extension of the construction progress and an increase in the Group’s fees payable
to the contractors, which could in turn materially and adversely affect the Group’s business and
results of operations.

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

The Group is required to comply with applicable anti-money laundering, anti-terrorism laws
and other regulations in the PRC and other relevant jurisdictions. The PRC’s anti-money
laundering law requires financial institutions to establish sound internal control policies and
procedures with respect to anti-money laundering monitoring and reporting activities. Such
policies and procedures require the Group to, among other things, establish a customer
identification system in accordance with the relevant rules, record the details of customer activities
and report suspicious transactions to the relevant authorities. As at the date of this Offering
Circular, the Group has not adopted policies and procedures aimed at detecting and preventing the
use of its business vehicles to facilitate money laundering activities and terrorist acts. In the event
that the Group fails to detect money laundering or other illegal or improper activities or fails to
fully comply with applicable laws and regulations, the relevant government agencies may freeze its
assets or impose fines or other penalties on it. Any of these may materially and adversely affect its
business reputation, financial condition and results of operations.

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

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

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

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

° improperly using or disclosing confidential information;

° recommending products, services or transactions that are not suitable for the Group’s
customers;

° misappropriation of funds;
° conducting transactions that exceed authorised limits;

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

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

o making or accepting bribes;
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° conducting any inside dealing; or

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

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

The Group is exposed to litigation risks.

The Group may from time to time be involved in disputes with governmental entities,
indigenous residents, contractors, suppliers, employees and other third-party service providers
during the course of its daily operations. Claims may be brought against members of the Group
based on a number of causes, such as defective or incomplete work, personal injuries, property
damages, breach of warranty or delay in completion and delivery projects. In addition, the Group
may bring up claims against project contractors for additional costs incurred as a result of the
contractors’ underperformance or non-performance, project defects or default by the contractors.
If the disputes or claims are not resolved or settled through negotiation or mediation, the Group
may be involved in lengthy and costly litigation or arbitration proceedings, which may distract the
Group’s financial and managerial resources. In the event that the Group prevails in those legal
proceedings, there is no assurance that the judgement or awards will be effectively enforced. If a
judgment or award is rendered against the Group, the amounts payable by the Group may not be
fully covered by the Group’s insurance, and the amounts could differ from the provisions made by
the Group based on its estimates. Any material charges associated with claims brought against the
Group and material write downs associated with the Group’s claims could have a material adverse
impact on its financial condition, results of operations and cash flow. As at the date of this Offering
Circular, there are no known litigation, arbitration or administrative proceedings against the Group
or any of its directors that could have a material adverse effect on the Group’s business, results of
operations or financial condition.

The Group may be subject to claims of infringement of third-party intellectual property
rights.

In the process of implementing new technologies and processes, the Group may not be aware
of third-party intellectual property rights and, accordingly, may be unable to assess the scope and
validity of such rights in relation to its products and operations. In addition, research and
development of new construction processes is inherently uncertain in a rapidly evolving
technology environment as there may be numerous patent applications pending, many of which are
confidential when filed and relate to similar technologies.

Accordingly, the Group may become subject to lawsuits for infringement on third party
intellectual property rights. Intellectual property litigation could adversely affect the development
or sale of the challenged product or technology and require the Group to pay substantial damages
or royalties to licence proprietary rights from third parties. Such licences may not be available to
the Group on acceptable terms, if at all. Given the rapid technological change that characterises the
Group’s industries, there is no assurance that its current measures are adequate and that it will not
be subject to claims of infringement by third parties. Any intellectual property litigation could
cause the Group reputational damage and to incur significant expenses or divert its personnel’s
attention and efforts, any of which could have a material adverse effect on its business, financial
condition or results of operations.
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The preferential tax treatment that the Group currently enjoys and prevailing tax regulations
in the PRC may be unfavourably changed or discontinued.

The Group’s results of operations and profitability are affected by changes in tax rates and the
relevant preferential tax treatment in the PRC. A number of the Group’s subsidiaries currently
enjoy income tax exemptions and reductions, in accordance with the relevant PRC tax rules and
regulations, by reasons that these companies are (i) energy conservation service enterprises
implementing contract-based energy management projects, (ii) classified as a “High and New
Technology Enterprise” by the PRC government, (iii) providing wastewater treatment services as
listed under the Circular on Issuing the Catalogue of Preferential Value-added Tax Policies for
Products and Labor Services Generated from the Comprehensive Utilization of Resources (Caishui
(2015) Circular 78) (& Az A FI T2 i A 255 1 (BB 8 2 ) Bk (4 BE[2015]78%%) ) (“Circular
78) issued by SAT on 1 July 2015, (iv) are operating projects relating to environmental protection,
energy saving and water saving, (v) are in operations of agricultural planting, (vi) a non-profit
medical organisation or among others. For details, see “Taxation — PRC”.

In addition to income tax, the VAT applicable to the Group’s business may also fluctuate.
Pursuant to Circular 78, the previous exemption of the Group’s wastewater treatment, sludge and
reusable water treatment revenue has been reduced to a 70.0% VAT refund and the reusable water
treatment revenue has been reduced to a 50.0% VAT refund. For the years ended 31 December
2017, 2018 and 2019 and the six months ended 30 June 2019 and 2020, the VAT refund that the
Group recognised amounted to RMB11.5 million, RMBS5.5 million, RMB62.8 million, RMB2.4
million and RMB10.8 million, respectively. For details, see Note 6.45 to the 2018 Audited
Financial Statements, Note VIII.51 to the 2019 Audited Financial Statements and Note VIII.50 to
the Reviewed Financial Statements, which are included elsewhere in this Offering Circular.
However, there is no assurance that the Group will continue to receive such tax refund in the future.

For the years ended 31 December 2017, 2018 and 2019 and the six months ended 30 June
2019 and 2020, the Group’s effective tax rates, calculated as income tax expense divided by profit
before income tax, were -8.8%, 36.3%, 29.6%, 30.4% and 32.0%, respectively. The Group’s
effective tax rates may change from year to year due to changes in or discontinuation of any
preferential tax treatment. There is no assurance that the PRC policies with respect to the
preferential tax treatment that the Group currently enjoys will not be unfavourably changed or
discontinued, or that the approval for such preferential tax treatment will be granted to the Group
in a timely manner, or at all. The termination or expiration of such preferential tax treatment or the
imposition of additional taxes on the Group may lead to an increase in its expenses and may have
a material adverse effect on the Group’s business, financial condition, results of operations and
prospects.

The Guarantor does not have the minimum number of supervisors as required under its
articles of association and applicable PRC laws, and the lack of a valid board of supervisors
may also expose the Guarantor to corporate governance risks.

The Company Law of the PRC and the Guarantor’s articles of association provide that the
Guarantor shall establish and have in place a board of supervisors of not less than five members, of
which all non-employee supervisors are to be nominated and appointed by Shandong SASAC as
the controlling shareholder of the Guarantor. However, as at the date of this Offering Circular,
three members of its board of supervisors, namely Mr. Zhao Ronghao, Mr. Tian Yi and Mr. Fu Tao,
have stepped down from their positions with immediate effect pursuant to and in compliance with
the Implementing Opinion of the People’s Government of Shandong Province on the Reform of
Provincial Institutions in Shandong Province €115 & A R BUR B LU 53 & SO0 20 00 B it
& L) (the “Implementing Opinion”) issued by the Shandong Provincial Government on 6
November 2018. According to the Implementing Opinion, the duties and responsibilities of the
board of supervisors of provincial-level state-owned enterprises under the direct supervision of
Shandong SASAC will be assumed by the Shandong Provincial Audit Office and such enterprises
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will cease to have individual board of supervisors thereafter. Consequently, Shandong SASAC will
no longer nominate and appoint supervisors of the Guarantor. The two remaining employee
supervisors of the Guarantor, Ms. Zhang Jin and Mr. Wang Zhonghua, are currently suspended
from their duties, given that the requisite minimum number of members to form a functionable
board of supervisors is not met. Although there are no prescribed legal consequences or penalties
for the Guarantor’s lack of a functioning board of supervisors with at least five members, the
Guarantor is, strictly speaking, in contravention of its articles of association and the Company Law
of the PRC.

Further, Article 37 of the Regulations of the PRC on the Administration of Company
Registration (“Company Registration Regulations”) requires that changes in directors and
supervisors should be filed with relevant authorities, and if the articles of association need to be
amended, Article 35 of the Company Registration Regulations require such amendment to be
registered with relevant authorities as well. However, as at the date of the Offering Circular, there
remains some uncertainty regarding the administrative and procedural actions to be taken by the
Guarantor with respect to the change in supervisors and the Guarantor is waiting on further
instructions from Shandong SASAC, so accordingly no such filings or registrations had been
made. Although there are no prescribed legal consequences or penalties for the lack of such filing
and registration by the Guarantor, the Guarantor is, strictly speaking, in contravention of the
Company Registration Regulations.

In addition, there is lack of clarity as to how the functions previously performed by the board
of supervisors will be carried out going forward, and there is no assurance that the Guarantor will
not be exposed to corporate governance risks as a result of this change, which could in turn have an
adverse effect on its business, financial condition and results of operations.

The Group’s business may be adversely affected if it is unable to retain and hire qualified
employees.

The success of the 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 investment, as well as
the industries in which the Group invests or operates. These key personnel include members of the
Group’s senior management, experienced investment managers and finance professionals, project
development and management personnel, legal professionals, risk management personnel,
information technology and other operation personnel. Competition for attracting and retaining
these individuals is intensive. Such competition may require the Group to offer higher
compensation and other benefits in order to attract and retain qualified professionals, which could
materially and adversely affect the Group’s financial condition and results of operations. As a
result, the Group may be unable to attract or retain these personnel to achieve its business
objectives and the failure to do so could severely disrupt its business and prospects. For example,
the Group may not be able to hire enough qualified personnel to support its new investment
projects or business expansion. As the Group expands its business or hires new employees, the
employees may take time to get accustomed to any new standard procedures and consequently may
not comply with the standard procedures of any new business in an accurate and timely manner.
The occurrence of any of the events discussed above could lead to unexpected loss to the Group
and adversely affect its financial condition and results of operations.
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The Group relies heavily on information technology systems for its business and any
information technology system limitations or failures could adversely affect its business,
financial condition and results of operations.

The Group’s business depends on the integrity and performance of the business, accounting
and other data processing systems at the holding company and at its subsidiaries. If the Group’s
systems may not be able to effectively address the issues arising from an increased business or may
otherwise fail to perform, the Group could experience unanticipated disruptions in business,
slower response times and limitation on its ability to monitor and manage data and risk exposures,
control financial and operation conditions, and keep accurate records. These consequences could
result in operating outages, poor operating performance, financial losses, and intervention of
regulatory authorities. Although the Group’s systems have not experienced major systems failures
and delays in the past, there is no assurance that the Group’s systems would not experience future
systems failures and delays, or the measures taken by the Group to reduce the risk of system
disruptions are adequate. If internet traffic and communication volume increase unexpectedly or
other unanticipated events occur, the Group may need to expand and upgrade the Group’s
technology, systems and network infrastructure. There is no assurance that the Group will be able
to accurately project the rate, timing or cost of any increases, or expand and upgrade the Group’s
systems and infrastructure to accommodate any increases in a timely manner.

RISKS RELATING TO THE GROUP’S BUSINESS
The Group may not successfully implement its growth strategy.

The Group has historically been focused on its water business, including hydraulic
engineering construction, water supply, wastewater treatment and clean energy. Over the years, it
has diversified its business into other areas, such as medical and health care, real estate
development, tourism, modern agriculture, equity investment and other ancillary businesses
including hydraulic consultation, hydraulic design, supervision of hydraulic works and heating
and power supply pipeline connection services. As part of its business strategies, the Group
continues to develop other new business while maintaining sustainable growth of its existing
business. Whether the Group could successfully implement this strategy depends to a certain
extent on the Group’s ability to identify attractive projects, obtain required approvals from relevant
regulatory authorities, obtain sufficient capital on acceptable terms in a timely manner and
maintain close working relationships with various government authorities and agencies. The
success of negotiations with respect to any particular project cannot be assured. There is no
assurance that the Group will be able to successfully implement this strategy, manage or integrate
newly acquired operations with its existing operations. Failure to implement the Group’s growth
strategy could have a material adverse impact on its business, financial condition and results of
operations.

The Group operates in multiple businesses and this business structure exposes the Group to
challenges not faced by companies with a single or small number of businesses.

The Group operates through a large number of subsidiaries in multiple industries. Due to the
diverse characteristics of its subsidiaries and business segments, the Group faces challenges not
found in companies with a single or a small number of business lines.

In particular:

° the Group is exposed to business, market and regulatory risks relating to different
industries, markets and geographic areas, and may from time to time expand its
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businesses to new industries, markets and geographic area in which it has limited
operating experience. Success in such businesses requires the Group to devote
substantial resources to monitor changes in these different operating environments; and

° successful operation of the Group’s subsidiaries and associated companies requires an
effective management system. As the Group continues to grow its businesses in an
increasing number of different industries, the Group’s operations may become more
complex, which would increase the difficulty of implementing its management system.

As at 30 June 2020, the Group had 580 subsidiaries. The Group strives to implement its
corporate governance and operational and safety standards across its subsidiaries in the PRC in a
uniform manner. Implementing and monitoring these standards in each of its subsidiaries may be
difficult and failure to do so may result in violations of local regulations or the Group’s internal
policies. There is no assurance that it can effectively monitor each subsidiary and prevent all
non-compliance. Any violation or non-compliance could affect the Group’s reputation and
business prospects in or outside the PRC, which could materially and adversely affect its financial
condition and results of operations.

The Guarantor provides direct funding, guarantees and other support to certain of its
subsidiaries and associated companies. For instance, the Guarantor provides shareholder loans to,
or acts as a guarantor for the borrowings of, certain subsidiaries and associated companies. If a
subsidiary or associated company defaults on any borrowings lent or guaranteed by the Guarantor,
the Guarantor will not receive the repayment as planned or the relevant lender may exercise its
right under the guarantee to demand repayment from the Guarantor. The occurrence of either of
these types of events may result in a funding shortage at the Guarantor level and may materially
and adversely affect the Guarantor’s ability to provide financial support to its other portfolio
companies. If the Guarantor’s financial or non-financial support ceases or diminishes for any
reason, the operations of the relevant portfolio companies may be materially and adversely
affected, which in turn may have a material and adverse impact on the Group’s business, financial
condition and results of operations.

The Group’s profit margin is sensitive to fluctuations in the cost of construction materials
and other raw materials.

The cost of construction materials, such as steel and cement, which constitutes a significant
portion of the Group’s operating cost, may fluctuate. Any increase in the cost of construction
materials may adversely impact the Group’s overall cost budgeting. Furthermore, contracting fees
may be affected by volatile price movements of construction materials. The Group seeks to reduce
its exposure to short-term price fluctuations of construction materials and limit project cost
overruns by centralising its procurement to lower purchase costs. The Group also manages the cost
of outsourced construction work through a tender process which, among other things, considers
procurement of principal construction materials at fixed prices. Nonetheless, the Group’s profit
margin is sensitive to changes in market prices for construction materials and its profitability may
be materially and adversely affected if it is unable to adjust its selling prices and pass on
significant cost increases to its customers.

The cost of raw water and raw materials, electricity, labour and other costs incurred in the
Group’s production processes and operations may also experience price fluctuations. In the event
that the Group’s cost saving measures fail to mitigate the effect of rising prices, its results of
operation and financial condition may be materially and adversely affected.
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The Group may not be able to adjust the tariff or unit price charged for its water supply and
wastewater treatment services in a timely manner.

The tariffs or unit prices for the Group’s wastewater treatment services are negotiated
separately with the local government authorities with which it enters into the relevant cooperation
agreements. The cooperation agreements generally contain provisions setting out the
circumstances under which the Group can propose adjustments to the tariffs or unit prices it
charges. These circumstances include, among other things, inflation, changes to benchmark
utilities charges, and changes in relevant regulations with regard to incoming wastewater and
sludge to be treated and the quality standards for treated wastewater and sludge. However, any
price adjustment is subject to the approval of the relevant local governmental authority. As such,
the Group does not have absolute control over pricing. The cooperation agreements typically
provide for periodic assessments by the contracting government authorities of the tariffs or unit
prices based on specific adjustment formulas. However, there is no assurance that the such
assessments will be carried out as scheduled and the tariffs or unit prices will be consequently
increased in a timely manner, or that the increased tariffs or unit prices will sufficiently
compensate the Group for any increased costs.

There is also no assurance that the local governments will have sufficient funds to
accommodate increased tariffs or unit prices or that they will not demand reduced tariffs or unit
prices for purposes of public welfare or in instances when the relevant benchmark prices or key
cost indices have decreased. For details, see “PRC Regulations — Regulations Relating to the
Water Industry — Pricing”. Furthermore, the actual expenditures of the Group may exceed the
expected tariff amount due to reasons beyond its control. If the Group incurs significantly greater
operating costs without a corresponding increase in its tariffs or unit prices charged or if it was
compelled to reduce its tariffs or unit prices at the insistence of the government authorities, the
Group may be unable to sustain its profitability and its financial condition and results of operations
may be materially and adversely affected.

In addition, according to PRC pricing laws, the PRC government may direct, guide or fix the
prices of public utilities that are important to public welfare. The NDRC sets the guidelines for
water supply prices and makes adjustments from time to time. The unit procurement price for raw
water is also determined by relevant local government authorities. For details, see “PRC
Regulations — Regulations Relating to the Water Industry — Pricing”. The Group’s water supply
business is directly affected by the price of reusable water, water supply prices, as well as the unit
procurement price for raw water, all of which are beyond the Group’s control. Any negative
changes in such prices may have a material and adverse impact on its business, and in turn, its
results of operations and financial condition.

Pollution may adversely affect the Group’s water supply business.

Water is the principal resource for any water-related business and the quality of raw water has
a significant impact on water production. As indicated by government authorities in the Fifth
Session of the Standing Committee of the Thirteenth National People’s Congress of Shandong
Province when passing the Water Pollution Prevention and Control Regulations of Shandong
Province (IUH & KI5 4B IA %)), which became effective from 1 December 2018, water
pollution in Shandong Province remains a major concern. The causes of pollution include the
discharge of untreated sewage directly to surface water, disordered industrial development and low
awareness of environmental protection. When raw water is contaminated by pollutants, the Group
is required to undertake additional technical procedures to treat and process the raw water into
clean drinking water, which increases its operating costs and requires it to invest significantly in
treatment technologies. If the Group’s treatment of polluted raw water is not sufficiently effective,
it will not be able to provide its water supply services in accordance with the required legal or
contractual standards, which could have a material adverse effect on its water supply business as
well as its reputation in the water industry. This in turn will negatively impact its prospects.
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The Group’s products may not be able to meet certain new and more stringent standards as
defined by evolving regulations.

The Group’s products must meet certain standards as defined by the relevant PRC authorities.
For example, the Group’s wastewater effluent meets the National Wastewater Standards
(GB18918-2002) before discharging and the Group is required to ensure that the quality of the tap
water it supplies meets the National Drink Water Standard (GB5749-2006). These standards may
evolve and become more stringent. The Group’s products may not be able to meet the new standard
immediately, or at all. If the Group’s products fail to meet any new standards, it may be required to
stop the production and marketing of these products, which may disrupt the Group’s growth and
have a material adverse effect on it business, results of operations and financial position.

Water shortages and restrictions on the use or supply of water could adversely affect the
Group’s business.

In the event of water shortages, additional costs may be incurred in order to provide
emergency reinforcement to supplies in areas of shortage which may adversely affect the Group’s
business, financial condition and results of operations. In addition, government restrictions on the
use or supply of water may adversely affect the Group’s turnover and, in very extreme
circumstances, may lead to significant compensation becoming due to customers as a result of the
supply interruptions, both of which could adversely affect the Group’s business, financial
condition and results of operations.

The Group’s operations may be adversely affected if there is any significant downtime at its
facilities for repair and maintenance.

The Group’s plants and facilities are subject to normal wear and tear in the course of
operation. As a result, its plants and facilities may require extended downtime for repairs and
maintenance as and when it is necessary during their life cycles. However, if the time and cost
required for such repairs and maintenance exceed the Group’s expectations, depending on factors
including whether any required repair can be done on-site, the extent of damage, the availability of
replacement components and the capacity of its third-party repair and maintenance services
providers, the Group’s operations, particularly water supply, wastewater treatment and clean
energy, may be affected for a period longer than anticipated and its revenue from the relevant
project may be less than originally estimated. In addition, if any extraordinary or extensive repairs
to the Group’s plants or equipment are required due to any significant or catastrophic event,
substantial damage, other unexpected event or component failure or otherwise, its plants or
facilities could require significant downtime during which they would not be able to treat
wastewater, sludge or treated water from wastewater plants or supply quality water as required
under its cooperation arrangements. Any significant downtime of the Group’s plants and facilities
could reduce the total output and utilisation of these plants and facilities, lead to breach of
agreements with customers or have serious consequences for the surrounding communities and
industries, which in turn could cause its customers to terminate their agreements with the Group or
subject the Group to claims for compensation and damages. Thus, any such extraordinary or
extensive repairs and maintenance, the termination of agreements with customers or any resulting
claims or disputes could materially and adversely affect the Group’s business, financial condition
and results of operation.

Any interruption, shortage of utilities or fluctuation in utility prices may adversely affect
operations of the Group.

Operations of the Group’s water supply plants and wastewater treatment plants as well as
other production facilities require consistent supply of utilities, especially electricity, gas and
water. As a result, the operations of these plants and production facilities may be interrupted if
there is an insufficient supply of utilities or a suspension of such supply. Any shortage of supply
may, therefore, adversely affect the Group’s production and prevents the Group from satisfying
demands or obligations under the relevant agreements with its customers during the affected
period.
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The Group is subject to project development risks and cost overruns, and delays may
adversely affect the Group’s results of operations.

There are certain construction, financing, operating and other risks associated with the
Group’s project developments. Construction projects undertaken by the Group typically require
substantial capital expenditures during the construction phase and usually require a number of
years before they become operational and generate revenue. The time taken and the costs involved
in completing construction can be adversely affected by many factors, including shortages of
materials, equipment and labour, adverse weather conditions, natural disasters, labour disputes,
disputes with subcontractors, accidents, changes in governmental priorities and other unforeseen
circumstances. Any of these could give rise to delays in the completion of construction and/or cost
overruns. Construction delays or failure to complete the construction of a project according to its
planned specifications, schedules or budgets can result in loss of revenues, liabilities and
reputational damage. There is no assurance that the Group will not experience such delays in
delivery of its projects in the future or that they will not be subject to any liabilities for any such
delays.

The Group’s customers may make claims against it and/or terminate its services in whole or
in part prematurely should the Group breach the terms of agreements with such customers or
fail to implement projects which fully satisfy contractual requirements and customer
expectations.

The Group enters into agreements with its customers for the construction projects, products
and services it provides relating to its various business segments, such as hydraulic engineering
construction, water supply, wastewater treatment and real estate development. There is no
assurance that projects relating to the Group’s business operations will not experience delayed in
delivery or that these projects will be completed to the requirements and expectations of the
Group’s customers. Failure to complete projects on time or fully in compliance with the
contractual requirements and expectations of the Group’s customers, or the delivery by the Group
of defective systems or products, may lead to claims being brought against the Group by its
customers and/or termination of its services in whole or in part by the Group’s customers
prematurely. Unsatisfactory design or workmanship, staff turnover, human error, failure to deliver
services on time, default or breach of contract by the Group’s subcontractors or misinterpretation
of or failure to adhere to regulations and procedures could result in delays or failures in the
delivery of projects. As a result, the Group could experience delays in the recognition of its
revenue from such projects and the Group may not receive payments from the relevant customers,
which could adversely affect the Group’s cash flow. This in turn could have a material adverse
effect on the Group’s business, financial condition and results of operations. In addition, the
Group’s reputation may be negatively affected which in turn affect the Group’s ability to obtain
new projects.

The Group may be exposed to claims in relation to the unsatisfactory performance of
third-party contractors and subcontractors, and disputes with business partners may also
adversely affect its businesses.

The Group has arrangements with third-party contractors and subcontractors that are
essential to certain of its business operations. For example, the Group depends on qualified design
institutes and independent subcontractors for the design works of its hydraulic engineering
construction projects. The Group also relies on independent third-party contractors for the
construction of its property development projects. The Group generally selects third-party
contractors and subcontractors through public tendering process. The Group endeavours to employ
companies with good reputations, strong track records, reliable performance and adequate
financial resources. The Group also implements quality control procedures and closely monitors
the progress of construction or the provision of services undertaken by such third-party contractors
and subcontractors. However, there is no assurance that the Group’s third-party contractors and
subcontractors will always provide services of the quality required by the Group. If the
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performance of any third-party contractor or subcontractor fails to meet the requirements of the
Group, the Group may need to replace such contractor or subcontractor or take other remedial
actions, which could adversely affect the cost and development schedule of its projects. Moreover,
the Group’s contractors and subcontractors may undertake projects for other enterprises operating
similar business, engage in risky undertakings or otherwise encounter financial or other
difficulties, which may adversely affect their ability to complete the Group’s projects on time,
within budget or at all. All of these third-party related factors may have a material adverse impact
on the quality of services provided by the Group’s contractors and subcontractors and the Group’s
reputation, credibility, financial position and business operations.

The Group has in the past formed, and will in the future continue to form, joint ventures,
consortiums or other cooperative relationships with other parties, including in some cases, foreign
governmental entities or foreign companies, to jointly engage in certain business activities. The
Group may have disputes with these business partners in the course of cooperation, such as
performance of each party’s obligations, scope of each party’s responsibilities, product quality and
logistics services. If such disputes cannot be settled in a timely manner or at all, the relevant
operations of the Group will be affected, which in turn may have an adverse effect on the Group’s
business and results of operations.

The Group is subject to risks associated with technological changes and changing market
trends.

The Group’s future business success will depend on its ability to achieve continual
technology innovation and meet changing market trends and evolving client demand. Accordingly,
the Group has to predict and adapt to changing market trends, develop or adopt competitive
technologies and equipment and apply technological innovations to the development of its
products and services in a timely manner. There is no assurance that the Group’s efforts in this
regard will succeed.

There are rapid changes in the regulations or standards for the technology and equipment to
be adopted in the Group’s business operations, particularly relating to water supply, wastewater
treatment, clean energy and hydraulic or agricultural related information and automation
technology and products development. If the Group fails to develop or adopt new technologies in a
timely manner to meet the changing industry trends, or if its clients or competitors have developed
or adopted advanced technologies or equipment which are more effective or more commercially
attractive, its business, financial condition, results of operations and future development may be
adversely and materially affected. The Group strives to enhance its existing products and services
through its research and development efforts. For the years ended 31 December 2017, 2018 and
2019 and the six months ended 30 June 2019 and 2020, research and development expenses of the
Group amounted to approximately RMB26.5 million, RMB35.7 million, RMB75.2 million,
RMB14.6 million and RMB44.0 million, respectively. However, the Group faces risks related to its
research and development efforts, including delays, cost overruns and unanticipated technical
difficulties. There is no assurance that its investment in research and development will yield any
positive results as it expects, in which case, its business and financial condition may be adversely
affected.

Performance of the Group’s modern agriculture business depends upon the market for
agricultural products.

The market for agricultural products in the PRC has historically been cyclical. Thus, prices
and demand for the Group’s agricultural products and services are subject to a number of factors,
including, among others, the market for agricultural products, the availability of farm lands and the
increase of industrial areas, crop prices and other crop input costs, changes in farming practice, as
well as governmental regulations and environmental protection measures.

Changes in any of these factors could materially and adversely affect the performance of the

Group’s modern agriculture business, which in turn could adversely affect its business, financial
condition and results of operation as a whole.
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Malpractice, misconduct or sub-standard medical services and products provided by the
Group may expose the Group to the possibility of litigation, complaints, or government
investigations, which may result in penalties, reputational harm, or otherwise adverse
consequences for its business.

The Group is exposed to the risk of legal claims and regulatory actions arising out of the
services and products it provides under its medical and healthcare business.

With the advent of new technologies and modalities of treatment, the amount of medical
malpractice litigation brought by patients has increased across the industry. Moreover, if the
Group’s medical service providers were to offer novel healthcare services that involve the
treatment of more complex medical conditions which do not have guaranteed positive outcomes,
their exposure to medical malpractice litigation may increase. Such medical malpractice litigation
is typically brought against the patient’s medical professional, who may also seek to include as a
defendant the medical facility at which treatment was given. While the Group seeks to ensure that
its medical professionals have appropriate medical malpractice insurance and that clinical
insurance is maintained in line with industry custom for its medical services providers, there is no
assurance that such insurance coverage will be sufficient to cover all potential liabilities and risks
that they may face. See “— The insurance coverage of the Group may not adequately protect it
against all operational risks”. In addition, the Group’s medical personnel may be subject to
disciplinary actions from the respective governing professional bodies and they may be fined
and/or have their licences suspended or revoked. If its arrangements for insurance or
indemnification are not adequate to cover potential claims, including in the case of claims
exceeding policy aggregate limitations or exceeding the resources of the indemnifying party, the
Group may be required to make substantial payments, which may have a material adverse effect on
its business, financial condition, results of operations, cash flows and prospects.

Additionally, if there are any investigations, disciplinary actions or legal claims, or any other
major lapses in the service quality of the Group’s medical professionals and service staff, whether
actual or perceived, or if there are other circumstances beyond the Group’s control that result in
adverse publicity to its medical services providers, the Group could suffer reputational harm as a
whole which in turn could adversely affect its business, financial condition and results of
operation.

The Group’s medical and health care business is subject to challenges that affect the medical
industry generally, including seasonal variation in patient volumes.

The Group’s medical and health care business is subject to challenges currently facing the
medical industry in the PRC. The Group believes that the key ongoing industry-wide challenges
are providing high-quality patient care in a competitive environment while managing costs. The
Group’s medical and health care business is affected by seasonal factors, such as patient volume,
seasonal cycles of illness and climate and weather conditions. Any failure by the Group to
effectively manage these challenges could result in a material adverse effect on its medical and
health care business.

The PRC government may adopt measures aimed at slowing down growth in the real estate
sector, which in turn may affect the land development industry.

Since 2005, the PRC government has from time to time introduced various measures to curtail
property speculation in response to concerns over, among other things, the increases in property
investments and property prices and the overheating of the property market. For example,
according to the Notice of the State Council on Issues Relating to Further Well Managing the
Central Control of the Real Estate Market (575 e 2 8 B8 it 48 — 25 0 s s 7 T 35 45 TAE A
B R RGN issued by the General Office of the State Council on 26 January 2011 and the
Notice of the State Council on Continuity to Well Manage the Central Control Work of the Real
Estate Market (755 B H¥ 2> 55 B 7 48 48 A 4 175 b e i 35 A 458 TAE B9 28 40) promulgated by the
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General Office of the State Council on 26 February 2013, the government will firmly restrain
speculative demands and strengthen market supervision to better control the overheating of the
PRC real estate market. Such measures may limit property developers’ access to capital resources,
reduce market demand for their properties and increase their operating costs in complying with
these measures, which in turn could have an adverse impact on the demand for land developed by
the Group. There is no assurance that the PRC government will not adopt additional and more
stringent measures to further dampen the growth of the property sector, which could slow down
property development in the PRC. This may have a material adverse effect on the Group’s business,
financial condition and results of operations.

The PRC government may impose fines or penalties on the Group or revoke the land use
rights with respect to certain land held by the Group.

Under applicable PRC laws and regulations, the PRC government may impose an idle land fee
equal to 20.0% of the land premium or allocation fees if (i) the Group does not commence
development on the land held by the Group within one year after the date specified in the relevant
land use rights grant contract, (ii) the Group commences development on an area which is less than
one-third of the area granted, or (iii) the capital invested in the development is less than one-fourth
of the total investment approved for the development, and the development is suspended for more
than one year without governmental approval. The PRC government may revoke the land use rights
certificate without compensation if the Group does not commence development for more than two
years after the date specified in the relevant land use rights grant contract without a compelling
cause. The State Council issued the Notice on Promoting the Saving and Intensification of Use of
Land (%5 B B 7 2 4 6 49 5 40 I Hi 9 48 1) which states, among other things, that the Ministry
of Land and Resources and other authorities are required to research and commence the drafting of
implementation rules concerning the levy of land appreciation fees on idle land. Furthermore, the
Ministry of Land and Resources issued in August 2009 the Notice on Restricting the
Administration of Construction Land and Promoting the Use of Approved Land ([ i fig 4% & %
b AE I A b S ) R 89 28 1) which reiterates its policy on idle land.

As at 30 June 2020, the Group had land with a total site area of approximately 1.8 million
sq.m. on which the Group had not commenced development within the time stipulated in the
relevant land use rights grant contracts. This land has been approved by the government for
commercial and/or residential developments and is expected to be used for such development
purposes. As at the date of this Offering Circular, the Group has not received any fine or penalty or
notice of fine or penalty from the relevant government authorities relating to its idle land.
However, there is no assurance that the government authorities will not penalise the Group in the
future. The imposition of fines and penalties could have a material and adverse effect on the
Group’s business, financial condition and results of operations.

The Group’s real estate development business may be materially and adversely affected if
mortgage financing becomes more costly, less attractive or less available for purchasers.

Most of the purchasers of the residential properties the Group develops and sells rely on
mortgages provided by PRC commercial banks to fund their purchase. Mortgage financing relating
to property purchase has been heavily regulated in the PRC. In the past few years, different levels
of the PRC government introduced a number of policies and measures to control the rapidly
increasing property prices and to curtail the overheating property market in the PRC, including:

° limiting the monthly mortgage payment to 50.0% of an individual borrower’s monthly

income and limiting all monthly debt service payments of an individual borrower to
55.0% of his or her monthly income;
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° requiring all first-time homeowners to make a down-payment of no less than 30.0% of
the purchase price of the underlying property;

° requiring any second-time home buyers to make a down-payment of no less than 60.0%
of the purchase price of the underlying property and to pay a mortgage loan interest rate
of no less than 110.0% of the relevant PBOC benchmark one-year bank lending interest
rate;

o for a commercial property buyer, (i) requiring banks not to finance any purchase of
pre-sold properties, (ii) increasing the minimum amount of down-payment to 50.0% of
the purchase price of the underlying property, (iii) increasing the minimum mortgage
loan interest rate to 110.0% of the relevant PBOC benchmark one-year bank lending
interest rate, and (iv) limiting the terms of such bank borrowings to no more than ten
years, while allowing commercial banks allowed flexibility based on their risk
assessment;

o for a buyer of commercial/residential dual-purpose properties, increasing the minimum
amount of down-payment to 45.0% of the purchase price of the underlying property,
with the other terms similar to those of commercial properties; and

° in areas where the prices of residential housing have risen to an overly high level or too
fast, or housing is in short supply, commercial banks may suspend the granting of
housing loans for a buyer’s third purchase and ensuing housing units according to the
buyer’s risk status; commercial banks may also suspend the granting of housing loans to
non-residents who cannot provide local tax payment proof or proof of social insurance
payment for a period of one year or longer.

The PRC government also sought to control the development of the PRC property market by
adjusting the benchmark lending interest rate. See “— The Group’s financial condition and results
of operations may be affected by material fluctuations of interest rates”. A material increase in the
interest rate may significantly increase the cost of mortgage financing and may affect the
affordability of the Group’s properties. All of these policies and measures have had a material
impact on the property sales and prices of property in the PRC, including Shandong Province.
Continued controls over mortgage financing for property purchase will reduce the availability and
attractiveness of mortgage financing and many of the prospective customers may not be able to
purchase the properties the Group develops. Accordingly, the Group’s real estate development
business and its related financial condition and results of operations may be materially and
adversely affected.

The real estate development business is subject to claims under statutory quality warranties.

Under the Regulations on Administration of Development and Operation of Urban Real
Estate (Y& i1 5 /2 Hb 7 B 4% 4845 45 B ) enacted by the State Council, and Regulations for the
Administration of Sale of Commodity Building (P i 75 8 8 & B H1%), all property developers in
the PRC must provide certain quality warranties for the properties they develop or sell. The Group
is required to provide these warranties to the purchasers of the properties it develops and sells.
Generally, the Group receives quality warranties from its third-party contractors with respect to its
property projects. If a significant number of claims were brought against the Group under its
warranties and if the Group was unable to obtain compensation for such claims from third-party
contractors in a timely manner or at all, the Group could incur significant expenses to resolve such
claims or face delays in remedying the related defects, which could in turn harm its reputation, and
materially adversely affect its real estate development business and related financial condition and
results of operations.
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The PRC property market is cyclical, and the Group’s real estate development activities are
susceptible to significant fluctuations.

Starting from the second half of 2009, the number and price of residential property
development projects have increased in major cities as a result of an increase in demand driven by
domestic economic growth. In order to prevent the overheating of the property market and the
possible formation of a speculative bubble, the PRC government introduced a series of regulatory
measures in an effort to stabilize the real estate market and facilitate its sustainable development,
including raising the down payment ratio and residential mortgage loan interest rate, limiting the
number of houses that a single household may purchase, increasing the supply of affordable
housing to low- and middle-income families, increasing the supply of public housing to targeted
populations, restricting foreign investments in properties in the PRC, abolishing the preferential
business tax treatment on transfer of ordinary housing within five years and launching new
property tax schemes in certain cities. In previous years, the property market in the PRC has
witnessed signs of a slowdown, with some developers reported to have lowered prices in order to
stimulate sales and some local governments reported to have relaxed property purchase restrictions
previously imposed as cooling measures to help boost demand. In the event of actual or perceived
oversupply, together with the effect of the PRC government policies to curtail the overheating of
the property market, property prices may fall significantly, and property sales of the Group could
be adversely affected. The growth of the property market in the PRC has become relatively flat in
the last twelve months. It is uncertain what the effect of the lifting of the various government
regulations on the property market will be as property prices are ultimately driven by demand and
supply. There is no assurance that the problems of oversupply and falling property prices will not
recur in the PRC property market. To the extent that supply in the overall property market
significantly exceeds demand, the Group may be affected by significant market downturns, and its
sales of real properties, financial condition and results of operations could be materially and
adversely affected.

In addition, the results of operations of the Group’s real estate development business are
subject to seasonality and may fluctuate from time to time. The number of properties that the
Group can develop or complete during any particular period is subject to a number of factors
including but not limited to the availability of land, construction schedules, permit approvals and
lengthy development periods before revenue and profit from developments are realised and
recognised (in particular for projects that are developed in multiple phases over the course of
several years). Therefore, the cyclical property market in the PRC affects the timing for the
Group’s sale of completed properties. This cyclicality, combined with the lead time required for
the completion of projects and the sale of properties, means that the results of operations of the
Group relating to real estate development activities may be susceptible to significant fluctuations
from year to year.

The Group may have limited control over the companies in which it invests.

The Group may have limited control over certain companies in which it invests. The Group
may not be able to influence the business, financial or management decisions of the companies in
which it invests, which could result in the Group not being able to achieve the expected investment
return. As the Group does not participate in the daily management of the majority of these
companies, it may not be aware of issues arising from their daily operations and legal compliance.
Even if the Group is aware of such issues, it may not be able to cause such companies to resolve the
issues due to its limited influence on them. Therefore, certain issues arising from the daily
operations and legal compliance of these companies may materially and adversely affect the
Group’s business, financial condition and results of operations.
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Certain of the Group’s business operations are with a limited operating history and their
historical results of operations and financial performance are not indicative of future
performance.

Certain of the Group’s business operations have relatively short operating history. For
example, the Group expanded its business operations into wastewater treatment and medical and
health care in 2014. The Group also commenced its business operations of real estate development
and equity investment in 2016. Consequently, the past profitability of these business that are with
limited operating history may not be indicative of their future profitability, which may be subject
to many factors beyond the Group’s control, such as the receptiveness of its customers and
performance of third parties. In addition, as the Group develops its business in response to
competition and changes in the industry and regulatory environment, the Group may continue to
introduce new business operations or products, improve its existing products or adjust and
optimize its business model. There is no assurance that the Group may achieve the expected results
for any such business developments, and its financial condition and results of operations may be
materially and adversely affected as a result.

The Group faces competition with existing and new market participants in the markets it
operates.

The Group faces competition in the markets in which it operates. For example, the Group
competes with other state-owned enterprises in the PRC with regard to its water business. The real
estate development industry in the PRC is also intensively competitive. The Group’s competitors
include large PRC state-owned enterprises, privately-owned domestic companies and leading
international companies. As a result of the PRC’s accession to the World Trade Organisation, the
PRC government has opened up domestic markets to foreign competition, and foreign invested
companies are now allowed to participate in various types of infrastructure projects. The Group
also competes with both local and international companies in capturing new business opportunities
in the PRC. Some of these companies have significant financial resources, marketing and other
capabilities. In the PRC, some of the local companies have extensive local knowledge and business
relationships and a longer operational track record in the relevant local markets than the Group.
The international companies are able to capitalize on their overseas experience to compete in the
PRC markets. The Group’s market position depends on its ability to anticipate and respond to
various competitive factors, including pricing strategies adopted by competitors, changes in
customer preferences, availability of capital and financing resources and the introduction of new or
improved products and services.

There is no assurance that the Group’s current or potential competitors will not offer services
or products comparable or superior to those that the Group offers and at the same or lower prices or
adapt more quickly than the Group to evolving industry trends or changing market conditions. The
Group may lose its customers to its competitors if, among other things, it fails to keep up with
competitive pricing or to sustain and upgrade its capacity and technology. Increased competition
may result in price reductions, reduced profit margins and loss of market share.
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RISKS RELATING TO THE GROUP’S FINANCIAL STATEMENTS AND THIS OFFERING
CIRCULAR

The Company published and may continue to publish periodical financial information in the
PRC pursuant to applicable PRC regulatory rules. Prospective investors should be cautious
and not place any reliance on financial information other than that disclosed in this Offering
Circular.

The Guarantor from time to time issues corporate bonds, private placement bonds and
medium-term notes in the domestic capital markets in the PRC. According to applicable PRC
securities regulations on debt capital markets, the Guarantor needs to publish its semi-annual and
annual financial information to satisfy its continuing disclosure obligations relating to its
corporate bonds, private placement bonds and medium-term notes. After the Bonds are issued, the
Guarantor is obliged by the terms of the Bonds, among others, to provide holders of the Bonds with
its audited financial statements and certain unaudited but reviewed periodical financial statements.
The semi-annual financial information published by the Group in the PRC is normally derived
from the Group’s management accounts which have not been audited or reviewed by independent
auditors. Further, certain historical financial information of the Group published in its prior annual
reports in the PRC had been adjusted and restated to correct certain errors due to miscalculations
and address subsequent changes in accounting standards and the Group’s accounting policies. For
example, the Group’s financial information as at and for the year ended 31 December 2018 had
been adjusted and restated in the 2019 Audited Financial Statements. Such adjustments and
restatements may cause discrepancies between the historical financial information of the Group as
published in its semi-annual and annual reports in the PRC and the audited consolidated financial
information disclosed elsewhere in this Offering Circular. As such, unless specifically
incorporated by reference herein, financial information published by the Group in the PRC should
not be referred to or relied upon by potential purchasers to provide the same quality of information
associated with any audited information included elsewhere in this Offering Circular. The Group is
not responsible to holders of the Bonds for the financial information (whether audited, unaudited
but reviewed or unaudited and unreviewed) from time to time published in the PRC if not disclosed
in this Offering Circular and therefore prospective investors should not place any reliance on any
such financial information.

The Group’s accounts were audited or reviewed in accordance with PRC GAAP which may be
different from IFRS.

The Audited Financial Statements and the Reviewed Financial Statements were prepared in
accordance with the PRC GAAP. Although PRC GAAP are substantively in line with IFRS, PRC
GAAP are, to a certain extent, different from IFRS. See “Summary of Certain Differences between
PRC GAAP and IFRS”. There is no guarantee that the PRC GAAP will fully converge with IFRS or
there will be no additional differences between the two accounting standards in the future.
Prospective investors should consult their own professional advisers for an understanding of any
differences that may exist between PRC GAAP and IFRS, and how those differences might affect
the financial information included in this Offering Circular.

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

The historical financial information of the Group included in this Offering Circular is not
indicative of its future financial results. This financial information is not intended to represent or
predict the results of operations of any future periods. The Group’s future results of operations may
change materially if its future growth does not follow the historical trends for various reasons,
including factors beyond its control, such as changes in economic environment, PRC
environmental rules and regulations and the domestic and international competitive landscape of
the industries in which the Group operates its business.
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The Group’s historical financial information may not be directly comparable with its future
financial information.

The historical financial information of the Group is sometimes adjusted or restated to address
subsequent changes in accounting standards, the Group’s accounting policies and/or applicable
laws and regulations with retrospective impact on the Group’s financial reporting, correction of an
error recorded in the previous period or to reflect the comments provided by the Group’s
independent auditors during the course of their audit or review in subsequent financial periods.
Such adjustment or restatement may cause discrepancies between the financial information with
respect to a particular period or date contained in the Group’s historical financial statements and
that contained in its future financial statements. For example, pursuant to the “Notice on Amending
the Format of General Enterprise Financial Statements for the Year of 2018 (Caikuai [2018]
No.15)” issued by the MOF on 15 June 2018, the Group had adjusted the presentation of its
financial statements and had made corresponding retrospective adjustments to certain line items in
the 2018 Audited Financial Statements in accordance with the new reporting requirements on
financial statements. As such, the Group’s financial information contained in the 2018 Audited
Financial Statements may not be directly comparable with its historical financial information. For
details of such adjustments, see Note 4.33 of the 2018 Audited Financial Statements which are
included elsewhere in this Offering Circular.

The Group’s auditor has no affiliation with any international accounting authority and
limited international capital markets experience.

The Group’s current independent auditor, Da Hua, is a registered member of The Chinese
Institute of Certified Public Accountants and although it has significant audit experience in the
PRC, it has limited international capital markets experience. Prospective investors should consider
this prior to making any investment decision.

The Group’s auditors have received adverse regulatory investigations and/or warnings issued
by relevant PRC authorities in recent years.

Da Hua, the independent auditor of the Group for the year ended 31 December 2019 and the
six months ended 30 June 2020, is a registered accounting firm in the PRC supervised by relevant
PRC regulatory agencies, including MOF and China Securities Regulatory Commission (the
“CSRC”). It has been subject to investigations as well as penalties imposed by regulatory
authorities in the past, and is currently under investigation initiated by CSRC in respect of the audit
work performed by Da Hua in relation to the annual financial statements of two publicly listed
companies. Such CSRC investigation is still ongoing and have yet to be finalised, there is no
certainty as to how long such CSRC investigation may last, or what sanctions, if any, may be
imposed on Da Hua. As at the date of this Offering Circular, Da Hua has not been subject to any
fines or penalties in relation to such CSRC investigation. However, there is no assurance that
CSRC will not impose any fines or penalties in relation to such CSRC investigation or any CSRC
investigation in the future or that the abovementioned investigation would not subject Da Hua or
any of its management, officers or employees to further regulatory actions imposed by other PRC
authorities. In addition, Da Hua was administratively penalised by CSRC for certain deficiencies
in its audit work performed for certain companies (other than the Group). Such deficiencies
include insufficient diligence when performing its audit, inaccurate disclosures in the financial
statements and inadequate procedures when performing its audit. Da Hua had been fined and
issued warning letters in respect of such administrative penalties.

As confirmed by Da Hua, all previous or ongoing penalties, investigations, administrative
penalties, fines and litigation do not (i) disqualify the Da Hua team from participating in this
offering as the Group’s auditor and its ability in providing the corresponding comfort letters, (ii)
have any impact on Da Hua’s unqualified audit opinions for the 2019 Audited Financial
Statements, (iii) have any impact on Da Hua in continuing to provide audit services to the Group,
or (iv) have any impact on Da Hua’s ability to provide services to the Group in relation to any

_45 —



future bond issuance by the Group. However, there is no assurance that these regulatory actions
would not subject Da Hua or any of its management, officers or employees to further sanctions
imposed by other PRC authorities or suspension of business operations by MOF and/or the CSRC.
Such further sanctions, revocations and suspensions may restrict Da Hua from providing audit
services or other services to the Group. In that case, the Group may have to discontinue its current
engagement with Da Hua.

Asia Pacific, the independent auditor of the Group for the year ended 31 December 2018, is a
registered accounting firm in the PRC supervised by relevant PRC regulatory agencies. Various
branches of the CSRC issued warning notices to Asia Pacific and its relevant accounting personnel
since 2016, the most recent ones dated 6 December and 23 December 2019, all relating to either
Asia Pacific’s negligence in performing its audit services for PRC companies or deficiencies
identified in its internal controls. The Chinese Institute of Certified Public Accountants
(“CICPA”) also imposed disciplines in December 2018 on the accounting personnel of Asia
Pacific regarding certain irregularities in their auditing services provided for the relevant PRC
companies. Furthermore, Asia Pacific had been subject to regulatory investigations initiated by the
CSRC in December 2016, which led to subsequent regulatory measures as imposed by the CSRC.
The partner-in-charge as well as other quality control personnel of the corresponding matter had
been called for a regulatory conversation with the provincial bureau of the CSRC.

As confirmed by Asia Pacific, the CSRC warning notices are not related to the Asia Pacific
team serving as the Group’s auditor for the year ended 31 December 2018 and the six months ended
30 June 2019. The CSRC warning notices and industrial disciplines imposed by CICPA do not (i)
disqualify the Asia Pacific team from participating in this offering as the Group’s auditor and its
ability in providing the corresponding comfort letters, (ii) have any impact on Asia Pacific’s
unqualified audit opinions for the 2018 Audited Financial Statements, (iii) have any impact on Asia
Pacific in continuing to provide audit services to the Group, if any, or (iv) have any impact on Asia
Pacific’s ability to provide services to the Group in relation to any future bond issuance by the
Group.

There is no assurance that the abovementioned regulatory actions would not subject Da Hua
or Asia Pacific or any of their respective management, officers or employees to further sanctions
imposed by other PRC authorities or suspension of business operations by MOF and/or the CSRC.
Such further sanctions, revocations and suspensions may restrict Da Hua or Asia Pacific from
providing audit services, if any, or other services to the Group.

RISKS RELATING TO THE PRC

China has experienced a slowdown in its economic development and the future performance
of China’s economy is uncertain.

Substantially all of the Group’s revenue is derived from its operations in the PRC. The
economy of the PRC experienced rapid growth in the past 40 years. There has been a slowdown in
the growth of the PRC’s 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 Bureau of Statistics of the PRC, the annual growth rate of China’s GDP decreased from
7.3 per cent. in 2014 to 6.1 per. cent in 2019. China’s economy has experienced a significant
slowdown since the outbreak of COVID-19 in 2020 and China recorded a GDP of 2.3 per cent for
the year. In May 2017, Moody’s changed China’s long-term sovereign credit rating and foreign
currency issuer ratings to Al from Aa3. In September 2017, S&P Global Ratings also downgraded
China’s long-term sovereign credit rating to A+ from AA-, citing increasing economic and
financial risks from a prolonged period of strong credit growth. Further indication of the slowdown
in the growth of China’s economy is evidenced by press reports of a recent increase in bond
defaults by PRC corporate issuers.
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The future performance of China’s economy is not only affected by the economic and
monetary policies of the PRC government, but it is also exposed to material changes in global
economic and political environments as well as the performance of certain major developed
economies in the world, such as the United States and the European Union. 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
industries the Group operates in remain uncertain. Furthermore, in the wake of the United
Kingdom’s exit from the European Union on 31 January 2020 (“Brexit”) with the transition period
ended on 31 December 2020 and the United Kingdom officially ceased to be a member of the
European Union, there remains uncertainty about the future relationship between the United
Kingdom and the European Union. Although a new trade and cooperation agreement between the
United Kingdom and the European Union, which was agreed upon on 24 December 2020, will
apply on a provisional basis until 30 April 2021, it is unclear how this would affect the fiscal,
monetary and regulatory landscape within the United Kingdom, the European Union and globally.
These could include further falls in stock exchange indices, a fall in the values of currencies, an
increase in exchange rates and/or greater volatility of markets in general due to the increased
uncertainty. Therefore, there exists continued uncertainty for the overall prospects for the global
and the PRC economies this year and beyond.

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

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

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

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

Uncertainty with respect to the PRC legal system could affect the Group.
As substantially all of the Group’s business are conducted, and substantially all of the
Group’s assets are located, in the PRC, the Group’s operations are governed principally by PRC

laws and regulations. The PRC legal system is based on written statutes while prior court decisions
can only be cited as reference. Since 1979, the PRC government has promulgated laws and

—47 —



regulations in relation to economic matters, such as foreign investment, corporate organisation and
governance, commerce, taxation, foreign exchange and trade, with a view to developing a
comprehensive system of commercial law. However, China has not developed a fully integrated
legal system and recently enacted laws and regulations that may not sufficiently cover all aspects
of economic activities in the PRC. In particular, because these laws and regulations are relatively
new, and because of the limited volume of published decisions and their non-binding nature, the
interpretation and enforcement of these laws and regulations involve uncertainties. In addition, the
PRC legal system is based, in part, on government policies and internal rules (some of which are
not published on a timely basis or at all) that may have a retroactive effect. As a result, the Group
may not be aware of the Group’s violation of these policies and rules until sometime after the
violation. In addition, any litigation in the PRC may be protracted and result in substantial costs
and diversion of resources and management’s attention and it may be difficult to obtain a swift and
equitable enforcement of laws in the PRC, or the enforcement of judgements by a court of another
jurisdiction. These uncertainties relating to the interpretation and implementation of PRC laws and
regulations may adversely affect the legal protections and remedies that are available to the Group
in its operations and to the holders of the Bonds.

Government control of currency conversion may adversely affect the value of investors’
investments.

Most of the Group’s operating income is denominated in Renminbi, which is also the
reporting currency. Renminbi is not a freely convertible currency. A portion of the Group’s cash
may be required to be converted into other currencies in order to meet the Group’s foreign currency
needs, including cash payments on declared dividends, if any, on the Bonds. However, the PRC
government may restrict future access to foreign currencies for current account transactions at its
discretion. If this were to occur, the Group might not be able to pay dividends to the holders of the
Bonds in foreign currencies. On the other hand, foreign exchange transactions under capital
account in the PRC continue to be not freely convertible and require the approval of the SAFE.
These limitations could affect the Group’s ability to obtain foreign currencies through equity
financing, or to obtain foreign currencies for capital expenditures.

Any occurrence of force majeure events, natural disasters or outbreaks of contagious diseases
may have a material adverse effect on the 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 coronavirus (COVID-19), avian influenza, severe acute respiratory
syndrome, swine influenza caused by the HINI virus or HIN1 influenza, may materially and
adversely affect the Group’s business and results of operations. 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 Group’s business. In early
2020, COVID-19 has spread globally throughout Asia, Europe, North America and other regions.
COVID-19 is highly infectious and has resulted in numerous deaths around the world. The World
Health Organization announced in March 2020 that COVID-19 has developed into a pandemic. In
an effort to contain the spread of COVID-19, the PRC government has taken a number of measures,
including, among other steps, extending the Chinese New Year holidays, and imposing travel,
quarantine and other work-related restrictions. The extent to which COVID-19 impacts the
Group’s results, the level of economic activity and the pace of any economic recovery will depend
on future developments, which are highly uncertain and cannot be predicted, particularly in light
of the recent resurgence of reported infections, including in Europe, Canada and to a lesser extent,
the PRC, as well as the emergence and rapid spread of new variants of the COVID-19 virus in
Europe, and new information which may emerge. 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 Group’s business. The 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
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government or other countries in response to such contagious diseases, will not seriously disrupt
the Group’s operations or those of the Group’s customers, which may have a material and adverse
effect on the Group’s business and results of operations.

The implementation of PRC employment regulations may increase labour costs in the PRC
generally.

The PRC Labour Contract Law (4 #¢ A\ R I A1 E] 45 8 5 [F] 7% ) became effective on 1 January
2008 in the PRC and was amended on 28 December 2012. It imposes more stringent requirements
on employers in relation to entry into fixed-term employment contracts and dismissal of
employees. Pursuant to the PRC Labour Contract Law, the employer is required to make
compensation payment to a fixed-term contract employee when the term of their employment
contract expires, unless the employee does not agree to renew the contract even though the
conditions offered by the employer for renewal are the same as or better than those stipulated in the
current employment contract. In general, the amount of compensation payment is equal to the
monthly wage of the employee multiplied by the number of full years that the employee has
worked for the employer. A minimum wage requirement has also been incorporated into the PRC
Labour Contract Law. In addition, unless otherwise prohibited by the PRC Labour Contract Law or
objected to by the employees themselves, the employer is also required to enter into
non-fixed-term employment contracts with employees who have previously entered into
fixed-term employment contracts for two consecutive terms.

In addition, under the Regulations on Paid Annual Leave for Employees (¥ .71 7 - B ¢
fil), which became effective on 1 January 2008, employees who have worked continuously for
more than one year are entitled to paid annual leave ranging from 5 to 15 days, depending on the
length of the employees’ work time. Employees who consent to waive such vacation at the request
of employers shall be compensated an amount equal to three times their normal daily salaries for
each vacation day being waived. Under the National Leisure and Tourism Outline 2013-2020 ([ X
Jife 4% UK P A #£2013-2020) which became effective on 2 February 2013, all workers must receive
paid annual leave by 2020. As a result of the PRC Labour Contract Law, the Regulations on Paid
Annual Leave for Employees and the National Leisure and Tourism Outline 2013-2020, the
Group’s labour costs (inclusive of those incurred by contractors) may increase. Further, under the
PRC Labour Contract Law, when an employer terminates its PRC employees’ employment, the
employer may be required to compensate them for such amount which is determined based on their
length of service with the employer, and the employer may not be able to efficiently terminate
non-fixed-term employment contracts under the PRC Labour Contract Law without cause. In the
event the Group decides to significantly change or decrease its workforce, the PRC Labour
Contract Law could adversely affect its ability to effect these changes in a cost-effective manner or
in the manner that the Group desires, which could result in an adverse impact on the Group’s
business, financial condition and results of operations.

Further, in the event that there is a labour shortage or a significant increase to labour costs,
the Group’s business operation costs is likely to increase. In such circumstances, the profit margin
may decrease and the financial results may be adversely affected. In addition, inflation in the PRC
has increased in recent years. Inflation in the PRC increases the costs of raw materials required by
the Group for conducting its business and the costs of labour as well. Rising labour costs may
increase the Group’s operating costs and partially erode the cost advantage of the Group’s
operations and therefore negatively impact the Group’s profitability.
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There can be no assurance of the accuracy or comparability of facts and statistics contained
in this Offering Circular with respect to the PRC, its economy or the relevant industry.

Facts and other statistics in this Offering Circular relating to the PRC, its economy or the
relevant industry in which the Group operates have been directly or indirectly derived from official
government publications and certain other public industry sources and although the Group believes
such facts and statistics are accurate and reliable, it cannot guarantee the quality or the reliability
of such source materials. They have not been prepared or independently verified by the Issuer, the
Trustee, the Agents or any of its or their respective affiliates, employees, directors, agents,
advisors or representatives, and, therefore, the Issuer, the Trustee, the Agents or any of its or their
respective affiliates, employees, directors, agents, advisors or representatives makes no
representation as to the completeness, accuracy or fairness of such facts or other statistics, which
may not be consistent with other information compiled within or outside the PRC. Due to possibly
flawed or ineffective collection methods or discrepancies between published information and
market practice and other problems, the statistics herein may be incomplete, inaccurate or unfair or
may not be comparable to statistics produced for other economies or the same or similar industries
in other countries and should not be unduly relied upon. Furthermore, there is no assurance that
they are stated or compiled on the same basis or with the same degree of accuracy as may be the
case elsewhere. In all cases, prospective investors should give consideration as to how much
weight or importance they should attach to or place on such facts or other statistics.

RISKS RELATING TO THE BONDS AND THE GUARANTEE

The Issuer is currently a special purpose finance vehicle and payments with respect to the
Bonds are dependent upon cash flow from other members of the Group.

As at the date of this Offering Circular, the Issuer is a special purpose finance vehicle with no
material operations. The Group conducts its operations primarily through its subsidiaries in the
PRC which will not provide guarantees for the Bonds. The Issuer’s primary assets will be
intergroup loans to non-PRC subsidiaries. Some of such non-PRC subsidiaries may not have
material operations or assets. Accordingly, the Issuer’s ability to pay principal and interest on the
Bonds will depend upon its receipt of principal and interest payments on the intergroup loans from
such borrowing subsidiaries and the ability of the Guarantor to honour its obligations under the
Guarantee of the Bonds. The borrowing subsidiaries and the Guarantor may not have material
operations or assets, and therefore depend upon the receipt of sufficient funds from their
subsidiaries or other members in the Group to meet their obligations.

The Issuer may undertake operating activities in the future that diminishes its ability to meet
payment obligations under the Bonds.

The Issuer currently does not have any operating activities. However, the Issuer may
undertake operating activities in the future. Engaging in operating activities may cause the Issuer
to incur additional debt or other liabilities, including but not limited to accounts payables with
trade creditors, wage payables and taxes payables. Such debt or liability will rank at least pari
passu with the Bonds. As a result, the payment obligations under the Bonds may be adversely
affected in the situations described in “Risk Factors — Risks Relating to the Bonds and the
Guarantee — The Bonds and the Guarantee are unsecured obligations”. In addition, operating
activities may involve operating expenses and operating losses, some of which are unforeseen.
Expenses and losses could affect the Issuer’s financial position. If the Issuer experiences negative
cash flow from operations over a prolonged period of time, or if the Issuer suffers unexpected cash
outflows, the Issuer’s liquidity and ability to fulfil the payment obligations under the Bonds may
be adversely affected.
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The Guarantor has its own operations and assets but also relies on dividend payments from
its subsidiaries other than the Issuer. The Guarantor's ability to satisfy its obligation under
the Guarantee may be impacted because certain subsidiaries of the Guarantor are subject to
restrictions on the payment of dividends.

The Guarantor has its own operations and assets which generate income. However, its ability
to make payments in respect of the Guarantee also depends to a large extent upon the receipt of
dividends, distributions, interest or advances from its subsidiaries other than the Issuer, associated
companies and jointly controlled entities. The ability of such subsidiaries, associated companies
and jointly controlled entities to pay dividends and other amounts to the Guarantor may be subject
to their profitability and to applicable laws and restrictions on the payment of dividends and other
amounts contained in financing or other agreements. For example, PRC laws require that dividends
be paid only out of the net profit calculated according to PRC accounting principles, which differ
in many aspects from generally accepted accounting principles in other jurisdictions, including the
IFRS. PRC laws also require enterprises to set aside part of their net profit as statutory reserves.
These statutory reserves are not available for distribution as cash dividends. In addition, restrictive
covenants in bank credit facilities or other agreements that the Guarantor or its subsidiaries may
enter into in the future may also restrict the ability of the subsidiaries to provide capital or declare
dividends to the Guarantor and its ability to receive distributions. As at the date of this Offering
Circular, Shandong Shuifa Holding Group Co., Ltd. (IIH/K#EELEREE AR /AR, Heze
Zhongxing Water Environment Co., Ltd. (7] 5 52 BUK B2 55 A A7), Shandong Shuifa Huangshui
East Transfer Engineering Co., Ltd. (LU I/KZEHF K TR A R A A), Shandong Shuifa
Tianyuan Water Group Co., Ltd. (LLHZK#E R IF/KH 4L H A R ), Shuifa Zhongxing Group
Co., Ltd. (/K% A BLAE [E 45 fl1/A A]), Shandong Huaihai Hydraulic Engineering Co., Ltd. (1L 5 ifE ¥
KA LA PR/ A]), Lukong Water Group Co., Ltd. (4# /K5 4E B A R/~ 7)), Shandong Water
Conservancy Construction Group Co., Ltd. (LLH/KF| & s4E H A BR/AF]), Shandong Water
Development Group Co., Ltd. (L AR R 88 e 42 B A FR /A 7)), Shuifa Environmental Protection
Group Co., Ltd. (K ZIR{REE E 47 BR /A ), Hunan Highway Design Co., Ltd. (il f & A B s 514
FR/Z> 7)), Shuifa Planning and Design Co., Ltd. (K#H#IF% AR/ A]) and Shandong Dachi
Chixiang Electric Co., Ltd. (L5255 ¥ 76 5 A FR A ) are subject to restrictions on the
payment of dividends in relation to certain financing agreements that the respective subsidiary
entered with their creditor(s). Certain financing agreements prescribe restrictions such as (i)
dividends are not to be distributed in any form until the principal, interest and other payables under
such bank financings are paid or (ii) without prior consent, dividends may only be distributed
under prescribed limit or (iii) other limits on the amount of distributed dividends. These
restrictions would potentially reduce the amounts that the Guarantor receives from its subsidiaries.
Therefore, the Guarantor’s ability to satisfy its obligations under the Guarantee may be impacted.

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 (see “Terms and Conditions of the Bonds — Further Issues”) or otherwise
raise additional capital through such means and in such manner as it may consider necessary. There
can be no assurance that such future issuance or capital raising activity will not adversely affect the
market price of the Bonds.

The Bonds do not contain restrictive operating covenants.

The Trust Deed will contain various covenants intended to benefit the Bondholders that limit
the ability of the Issuer or the Guarantor to, among other things, incur liens on Relevant
Indebtedness (as defined in the Conditions). In addition, the Trust Deed does not contain any other
covenants or provisions designed to afford the Bondholders protection in the event of a highly
leveraged transaction involving the Issuer or the Guarantor that could adversely affect such
holders. Subject to the terms of the existing debt and credit facilities of the Issuer and the
Guarantor, the Issuer and the Guarantor may incur substantial additional indebtedness in the
future.
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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 obligations under the Bonds and the Guarantee may be adversely
affected if:

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

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

° there is an acceleration of any of the Issuer’s or the Guarantor’s indebtedness.

If any of these events were to occur, the Issuer’s or the Guarantor’s assets may not be
sufficient to pay amounts due on the Bonds.

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

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

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

° have sufficient knowledge and experience to make a meaningful evaluation of the
Bonds, the merits and risks of investing in the Bonds and the information contained in
this Offering Circular;

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

° have sufficient financial resources and liquidity to bear all of the risks of an investment
in the Bonds, including where the currency for principal or interest payments is different
from the potential investor’s home currency;

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

o be able to evaluate (either alone or with the help of a financial advisor) possible
scenarios for economic, interest rate and other factors that may affect its investment and
its ability to bear the applicable risks.

The Bonds are complex financial instruments. Sophisticated institutional investors generally
do not purchase complex financial instruments as stand-alone investments. They purchase complex
financial instruments as a way to reduce risk or enhance yield with an understood, measured,
appropriate addition of risk to their overall portfolios. A potential investor should not invest in the
Bonds unless it has the expertise (either alone or with a financial advisor) to evaluate how the
Bonds will perform under changing conditions, the resulting effects on the value of the Bonds and
the impact this investment will have on the potential investor’s overall investment portfolio.

Additionally, 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 (i) the Bonds are legal
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investments for it, (ii) the Bonds can be used as collateral for various types of borrowing and (iii)
other restrictions apply to its purchase or pledge of any Bonds. Financial institutions should
consult their legal advisers or the appropriate regulators to determine the appropriate treatment of
the Bonds under any applicable risk-based capital or similar rules.

The Bonds being issued as green bonds may not be a suitable investment for all investors
seeking exposure to green assets.

In connection with the issue of the Bonds, the Company has requested the Hong Kong Quality
Assurance Agency (the “HKQAA™) to issue an independent certification (a “HKQAA
Pre-issuance Stage Certificate”) confirming that the Bonds are in compliance with the
requirements of the Green Finance Certification Scheme operated by the HKQAA (the “HKQAA
Green Finance Certification Scheme”). The HKQAA Green Finance Certification Scheme is a
set of voluntary guidelines that aim to facilitate the development of green finance and the green
industry. On 16 October 2020, the HKQAA issued the HKQAA Pre-issuance Stage Certificate to
the Company. See “The HKQAA Green Finance Certification Scheme” for more details.

There is currently no market consensus on what precise attributes are required for a particular
project to be defined as “green” and therefore, no assurance can be provided to potential investors
that the relevant eligible green projects as further detailed in the Green Bond Framework (as
defined in “Green Bond Framework™) will continue to meet the relevant eligibility criteria.
Although applicable green projects are expected to be selected in accordance with the categories
recognised by the HKQAA Green Finance Certification Scheme and are expected to develop in
accordance with applicable legislation and standards, there can be no guarantee that adverse
environmental and/or social impacts will not occur during the design, construction, commissioning
and/or operation of any such green projects. Where any negative impacts are insufficiently
mitigated, green projects may become controversial and/or may be criticised by activist groups or
other stakeholders.

Potential investors should be aware that each of the HKQAA Pre-issuance Stage Certificate
and the Green Bond Rating will not be incorporated into, and will not form part of, the Offering
Circular. The HKQAA Pre-issuance Stage Certificate and the Green Bond Rating may not reflect
the potential impact of all risks related to the Bonds, their marketability, trading price or liquidity
or any other factors that may affect the price or value of the Bonds. Neither the HKQAA
Pre-issuance Stage Certificate nor the Green Bond Rating is a recommendation to buy, sell or hold
securities and is only valid as of its date of issue. Further, although the Issuer will use the net
proceeds as described in “Use of Proceeds” herein, it would not be an event of default under the
Conditions if (i) the Issuer were to fail to comply with such obligations and/or (ii) the HKQAA
Pre-issuance Stage Certificate or the Green Bond Rating were to be withdrawn. Any failure to use
the net proceeds of the Bonds in connection with green projects, and/or any failure to meet, or to
continue to meet, the investment requirements of certain environmentally focused investors with
respect to the Bonds may affect the value and/or trading price of the Bonds, and/or may have
consequences for certain investors with portfolio mandates to invest in green assets.

None of the Issuer, the Guarantor, the Trustee, the Agents and the Joint Lead Managers make
any representation as to the suitability for any purpose of the HKQAA Pre-issuance Stage
Certificate or the Green Bond Rating or whether the Bonds fulfil the relevant environmental
criteria. Each potential purchaser of the Bonds should determine for itself the relevance of the
information contained in the Offering Circular regarding the use of proceeds and its purchase of
the Bonds should be based upon such investigation as it deems necessary.
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The obligations of the Guarantor under the Guarantee are structurally subordinated to the
liabilities and obligations of its subsidiaries.

The Guarantor’s ability to perform its obligations under the Guarantee is effectively
dependent on the cash flow of its subsidiaries. Any claim by the Trustee against the Guarantor in
relation to the Guarantee will be effectively subordinated to all existing and future obligations of
the Guarantor’s subsidiaries (which have not provided the Guarantee), and all claims by creditors
of such subsidiaries will have priority to the assets of such entities over the claims of the Trustee
under the Guarantee.

Credit ratings may not reflect all risks.

The Bonds are expected to be assigned a rating of “Baal” by Moody’s upon issuance.
Additionally, the Guarantor has been assigned a corporate credit rating of “Baal” with stable
outlook by Moody’s. The ratings represent opinions of the rating agencies and their assessment of
the ability of the Issuer and the Guarantor to perform their respective obligations under the Bonds
and the Guarantee and credit risks in determining the likelihood that payments will be made when
due under the Bonds. The ratings may not reflect the potential impact of all risks related to
structure, market, additional factors discussed above, and other factors that may affect the value of
the Bonds. A credit rating is not a recommendation to buy, sell or hold securities and may be
revised or withdrawn by the rating agency at any time. The 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.
None of the Issuer, the Guarantor, the Trustee or the Agents has any obligation to inform holders of
the Bonds of any such revision, downgrade or withdrawal. Each rating should be evaluated
independently of the other rating. A suspension reduction or withdrawal of the ratings may
adversely affect the market price of the Bonds and the Issuer’s or the Guarantors’ ability to obtain
financing or to access the capital markets.

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

Following the occurrence of a Change of Control (as defined in the Conditions), the holder of
any Bond will have the right, at such holder’s option, to require the Issuer to redeem all of such
holder’s Bonds at 101 per cent. of their principal amount, together with accrued and unpaid interest
on the amount of Bonds being repurchased to but excluding the date of redemption. In addition,
following the occurrence of a Non-Registration Event (as defined in the Conditions), the holder of
any Bond will have the right, at such holder’s option, to require the Issuer to redeem all of such
holder’s Bonds at their principal amount, together with accrued interest to but excluding the date of
redemption. 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 repurchase or redeem the Bonds in time, or on acceptable terms,
or at all. There is also no assurance that the Guarantor would have sufficient liquidity at such time
to make the required repurchase or redemption of the Bonds. The ability to repurchase or redeem
the Bonds in such event may also be limited by the terms of other debt instruments. The Issuer’s
and the Guarantor’s failure to repay, repurchase or redeem tendered Bonds could constitute an
event of default under the Bonds, which may also constitute a default under the terms of the
Issuer’s, the Guarantor’s or the Group’s other indebtedness.

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

The Issuer may redeem the Bonds at its option, in whole but not in part, at a redemption price
equal to their principal amount, together with interest accrued to the date fixed for redemption if,
subject to certain conditions, as a result of a change in tax law (including a change in interpretation
or a statement of an official position), the Issuer (or, if the Guarantee were called, the Guarantor)
has or will become obliged to pay Additional Tax Amounts (as defined in the Conditions), as
further described in Condition 6(b) (Redemption for Tax Reasons). If the Issuer redeems the Bonds

_54 —



prior to their maturity date, investors may not receive the same economic benefits they would have
received had they held the Bonds to maturity, and they may not be able to reinvest the proceeds
they receive on redemption in similar securities. In addition, the Issuer’s ability to redeem the
Bonds may reduce the market price of the Bonds.

If the Guarantor fails to complete the Cross-Border Security Registration in connection with
the Guarantee within the time period prescribed by SAFE, there may be logistical hurdles for
cross-border payment under the Guarantee.

Pursuant to the Deed of Guarantee, the Guarantor will unconditionally and irrevocably
guarantee the due payment of all sums expressed to be payable by the Issuer under the Bonds and
the Trust Deed. The Guarantor is required to file with SAFE the Guarantee within 15 PRC Business
Days (as defined in the Conditions) after the execution of Guarantee in accordance with the
Provisions on the Foreign Exchange Administration of Cross-Border Guarantees (#5531 {4 &
HHLE ) promulgated by SAFE on 12 May 2014 which came into effect on 1 June 2014 (“Foreign
Exchange Cross-Border Guarantee Rules”), the Operational Guidelines on Foreign Exchange
Administration of Cross-border Guarantee (#5534 ff /MR ##4EF55]) promulgated by SAFE
on 12 May 2014 (the “SAFE Guidelines”), and any implementation rules as issued by SAFE from
time to time.

There is no assurance that the Guarantor will be able to complete the registration of the
Guarantee with SAFE within the prescribed timeframe or at all. Under the Conditions,
Bondholders may require the Issuer to redeem their Bonds in the event that the Guarantee is not
registered within a specified timeframe. Bondholders who do not exercise such redemption option
should note that before requisite registrations of the Guarantee given by the Guarantor are
completed, it is uncertain whether the Guarantee given by the Guarantor can be enforced in
practice.

Although the failure to register does not render the Guarantee ineffective or invalid under
PRC laws, SAFE may impose penalties on the Guarantor if the Guarantor fails to complete the
Cross-Border Security Registration. Further, there may be hurdles at the time of remittance of
funds (if any cross-border payment is to be made by the Guarantor under the Guarantee) as
domestic banks may require evidence of SAFE registration in connection with the Guarantee in
order to effect such remittance. Prior to the performance or discharge of its obligations under the
Guarantee, the Guarantor is also required to complete a verification process with banks for each
remittance under the Guarantee.

The interpretation of the Foreign Exchange Cross-Border Guarantee Rules and the SAFE
Guidelines may involve significant uncertainty, and may adversely affect the practical
enforceability of the Guarantee given by the Guarantor in the PRC. In addition, the administration
of the Foreign Exchange Cross-Border Guarantee Rules and SAFE Guidelines may be subject to a
certain degree of executive and policy discretion by the SAFE.

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

The NDRC issued the NDRC Circular on 14 September 2015, which came into effect on the
same day. According to the NDRC Circular, domestic enterprises and their overseas controlled
entities shall procure the registration of any debt securities issued outside the PRC with a maturity
not less than one year with the NDRC prior to the issue of the securities. Furthermore, relevant
issuers are required to notify the NDRC the particulars of the relevant issues within 10 working
days after the completion of the issue of the securities. The NDRC Circular is silent on the legal
consequences of non-compliance with the post-issue notification requirement under the NDRC
Circular. In the worst-case scenario, such non-compliance with the post-issue notification
requirement under the NDRC Circular may result in it being unlawful for the Issuer and/or the
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Guarantor to perform or comply with any of their respective obligations under the Bonds and the
Guarantee, and the Bonds might be subject to enforcement as provided in Condition 9 (Events of
Default) of the Conditions. Potential investors of the Bonds are advised to exercise due caution
when making their investment decisions. The Guarantor has undertaken to notify the NDRC of the
particulars of the issue of the Bonds within 10 PRC Business Days after the Issue Date.

The PRC government has no payment or other obligations under the Bonds and/or the
Guarantee.

The PRC government (including Shandong SASAC and the Shandong Provincial
Government) is not an obligor and shall under no circumstances have any obligation arising out of
or in connection with the Bonds, the Guarantee or the transaction documents relating to the Bonds
and the Guarantee in lieu of the Issuer or the Guarantor. This position has been reinforced by
Circular 23, Circular 706 and Circular 666. See “— Risks relating to the Group’s General
Operations — PRC regulations on the administration of local government debts will continue to
impact the Group’s financing model and business model” above.

The PRC government as the ultimate shareholder of the Issuer and the Guarantor only has
limited liability in the form of its equity contribution in the Issuer and the Guarantor. As such, the
PRC government does not have any payment or other obligations under the Bonds, the Guarantee
or the transaction documents relating to the Bonds. The Bonds are solely to be repaid by the Issuer
and/or the Guarantor (as the case may be) as an obligor and the obligations of the Issuer and/or the
Guarantor (as the case may be) under the Bonds or the Guarantee shall solely be fulfilled by the
Issuer and/or the Guarantor (as the case may be) as an independent legal person. Therefore,
investors should base their investment decision only on the financial condition of the Issuer, the
Guarantor and the Group and base any perceived credit risk associated with an investment in the
Bonds only on the Group’s own financial information reflected in its audited consolidated financial
statements. In the event the Issuer and/or the Guarantor (as the case may be) does not fulfil its
obligations under the Bonds, investors will only be able to claim as an unsecured creditor against
the the Group and its assets, and not any other person including the PRC government (including
Shandong SASAC and the Shandong Provincial Government) or any other local or municipal
government. As Circular 23, Circular 706 and Circular 666 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.

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

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

The Issuer will follow the applicable corporate disclosure standards for debt securities listed
on the SEHK, which may be different from those applicable to companies in other countries.

The Issuer will be subject to reporting obligations in respect of the Bonds to be listed on the
SEHK. The disclosure standards imposed by the SEHK may be different from those imposed by
securities exchanges in other countries or regions. As a result, the level of information that is
available may not correspond to what investors in the Bonds are accustomed to.

Investors may experience difficulties in effecting service of legal process and enforcing
judgments against the Issuer and the Guarantor and their management.

The Guarantor is incorporated in the PRC and a substantial majority of the Group’s assets are
located in the PRC. In addition, the Issuer and the Guarantor’s directors and senior management
reside within the PRC and the assets of the Group’s directors and officers may be located within the
PRC. As a result, it may not be possible to effect service of process outside the PRC upon such
directors and senior management, including for matters arising under applicable securities laws.
The Issuer and the Guarantor have irrevocably submitted to the exclusive jurisdiction of the Hong
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Kong courts in the transaction documents relating to the Bonds. On 14 July 2006, Hong Kong and
the PRC entered into the Arrangement on Reciprocal Recognition and Enforcement of Judgments
in Civil and Commercial Matters by the Courts of the Mainland and of the Hong Kong Special
Administrative Region Pursuant to Choice of Court Agreements Between Parties Concerned (/72
TA) i B 7 s R 1) AT BB I 32 (2 AR R W] AN AT S AT R A R SR R AR R L PR (the
“Choice of Court Arrangement”), pursuant to which a party with a final court judgment rendered
by a Hong Kong court requiring payment of money in a civil and commercial case according to a
“choice of court” agreement in writing may apply for recognition and enforcement of the judgment
in the PRC. On 18 January 2019, Hong Kong and the PRC entered into the Arrangement on
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters between
the Courts of the Mainland and of the Hong Kong Special Administrative Region (B A ith Bl 75 5
I AT BB e A B ER T RN AT R P S R IR HE) (the “2019 Arrangement”), which
seeks to establish a bilateral legal mechanism with greater clarity and certainty for recognition and
enforcement of judgments in a wider range of civil and commercial matters between the courts of
Hong Kong and the PRC. The 2019 Arrangement will be implemented by local legislation in Hong
Kong and will take effect after both Hong Kong and the PRC have completed the necessary
procedures to enable implementation and shall apply to judgments made by the courts of Hong
Kong and the PRC on or after the date of the commencement of the 2019 Arrangement. Upon
commencement of the 2019 Arrangement, the Choice of Court Arrangement shall be terminated,
except for “choice of court” agreements in writing made between parties before the
commencement of the 2019 Arrangement, in which case the Choice of Court Arrangement shall
continue to apply. However, the recognition and enforcement of judgments rendered by a Hong
Kong court in the PRC are subject to the provisions, limits, procedures and other terms and
requirements of the 2019 Arrangement. Therefore, it may be uncertain for Bondholders to enforce
any judgments obtained from such foreign courts against the Guarantor, or any of its directors or
senior management in the PRC.

The insolvency laws of the British Virgin Islands, the PRC and other local insolvency laws
may differ from the laws of jurisdictions with which holders of the Bonds are familiar.

As the Issuer is incorporated under the laws of the British Virgin Islands and the Guarantor is
a state-owned enterprise incorporated under the laws of the PRC, any insolvency proceeding
relating to the Issuer and/or the Guarantor would likely involve the insolvency laws of the British
Virgin Islands or the PRC, as applicable, 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. Potential investors should analyse the risks and uncertainties
carefully before investing in the Bonds.

A trading market for the Bonds may not develop, and there are restrictions on resales of the
Bonds.

The Bonds are a new issue of securities for which there is currently no trading market. 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 Group’s
operations and the market for similar securities. Although an application has been made for the
listing of the Bonds on the SEHK, no assurance can be given as to the liquidity of, or trading
marked for, the Bonds. None of the Joint Lead Managers is obligated to make a market in the
Bonds, and if the Joint Lead Managers do so they 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. It is the
investors’ obligation to ensure that offers and sales of the Bonds within the United States and other
countries comply with applicable securities laws. Please see “Subscription and Sale”. None of the
Issuer or the Guarantor can predict whether an active trading market for the Bonds will develop or
be sustained.
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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 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 of
the Group 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 the Bonds is, to varying degrees,
influenced by economic and market conditions in other markets, especially those in Asia. Although
economic conditions are different in each country, investors’ reactions to developments in one
country can affect the securities markets and the securities of issuers in other countries, including
China. Since the subprime mortgage crisis in 2008, the international financial markets have
experienced significant volatility. If similar developments occur in the international financial
markets in the future, the market price of the Bonds could be adversely affected.

Exchange rate risks, exchange controls and interest rate risks may result in a Bondholder
receiving less on the Bonds than expected.

The Issuer will pay principal, premium (if any) and interest on the Bonds in U.S. Dollars. This
presents certain risks relating to currency conversions if a Bondholder’s financial activities are
denominated principally in a currency or currency unit (the “Investor’s Currency”) other than
U.S. Dollars. These include the risk that exchange rates may significantly change (including
changes due to devaluation of the U.S. Dollars or revaluation of the Investor’s Currency) and the
risk that authorities with jurisdiction over the Investor’s Currency may impose or modify exchange
controls. An appreciation in the value of the Investor’s Currency relative to the U.S. Dollars would
decrease (i) the Investor’s Currency equivalent yield on the Bonds; (ii) the Investor’s Currency
equivalent value of the principal payable on the Bonds; and (iii) the Investor’s Currency equivalent
market value of the Bonds.

Governments and monetary authorities may impose (as some have done in the past) exchange
controls that could adversely affect an applicable exchange rate. As a result, a Bondholder may
receive less interest or principal than expected, or no interest or principal.

The Bonds will carry a fixed interest rate. Consequently, the trading price of the Bonds will
vary with fluctuations in interest rates. If a Bondholder tries to sell any Bonds before their
maturity, the Bondholder may receive an offer that is less than the amount invested.

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.

The 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 certificates. The relevant Clearing
System will maintain records of the beneficial interests in the Global Certificate. While the Bonds
are represented by the Global Certificate, investors will be able to trade their beneficial interests
only through the Clearing Systems.

While the Bonds are represented by the Global Certificate, the Issuer will discharge its
payment obligations under the Bonds by making payments to the relevant Clearing System for
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distribution to its 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. The
Issuer has no 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.

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

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

Decisions that may be made on behalf of all holders of the Bonds may be adverse to the
interests of individual holders of the Bonds.

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

As a privately held company, public information about the Group is very limited.

Unlike publicly listed companies that have sufficient public disclosure for investors to fully
understand their business, operation, prospects and risks, the Guarantor is a privately held
company with very limited public information. As a result, potential investors of the Bonds could
only rely on this Offering Circular to understand the Group’s business, operation, prospects and
risks, which may not present a comprehensive picture of the Group.

If any of the Guarantor or its subsidiaries, including the Issuer, is unable to comply with the
restrictions and covenants in their 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.

Certain debt agreements entered into by members of the Group contain operational and
financial restrictions that prohibit such member of the Group from incurring additional
indebtedness, restrict such member of the Group from creating security or granting guarantees or
prohibit such member of the Group from changing its business and corporate structure, or
amending its articles of association, in each case without the lender’s prior consent.
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If the Issuer or the Guarantor is unable to comply with the restrictions and covenants in the
Bonds, or if any of the Guarantor or its subsidiaries, including the Issuer, 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 Issuer, the Guarantor or the relevant subsidiary,
accelerate repayment of the debt and declare all outstanding amounts due and payable or terminate
the agreements, as the case may be. Furthermore, some of the Issuer’s or the Guarantor’s debt
agreements, including the Bonds, contain (or may in the future contain) cross-acceleration or
cross-default provisions. As a result, the default by the Issuer or the Guarantor under one debt
agreement may cause the acceleration of repayment of debt, including the Bonds, or result in a
default under its other debt agreements, including the Bonds. If any of these events occur, the
Issuer and the Guarantor cannot assure holders that their respective assets and cash flows would be
sufficient to repay in full all of their respective indebtedness, or that the Issuer and the Guarantor
would be able to find alternative financing. Even if they could obtain alternative financing, they
cannot assure holders that it would be on terms that are favourable or acceptable to them.

Modifications and waivers may be made in respect of the Conditions, the Trust Deed and/or
the Agency Agreement by the Trustee or less than all of the holders of the Bonds.

The Conditions provide that the Trustee may, without the consent of Bondholders, agree to
any modification of the Trust Deed, the Conditions and/or the Agency Agreement which in the
opinion of the Trustee will not be materially prejudicial to the interests of Bondholders and to any
modification of the Trust Deed, the Conditions or the Agency Agreement which in the opinion of
the Trustee is of a formal, minor or technical nature or is to correct a manifest error or to comply
with any mandatory provision of applicable law.

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

The Issuer may be treated as a PRC resident enterprise for PRC tax purposes and certain
withholding taxes may be applicable.

Under the PRC Enterprise Income Tax Law (* 3 A\ RILFIE B FEEHIE) (the “EIT
Law”) which both took effect on 1 January 2008 and was amended respectively on 24 February
2017 and 29 December 2018 and the implementation rules which both took effect on 1 January
2008, enterprises established outside the PRC whose “de facto management bodies” are located in
China are considered “resident enterprises” for PRC tax purposes.

29

The implementation rules define the term “de facto management body” as a management
body that exercises full and substantial control and management over the business, personnel,
accounts and properties of an enterprise. In April 2009, the State Administration of Taxation
specified certain criteria for the determination of the “de facto management bodies” for foreign
enterprises that are controlled by PRC enterprises.

All of the Group’s directors and senior management are currently based inside China and it
may keep its books of account inside China. The above elements may be relevant for the tax
authorities to determine whether the Issuer is a PRC resident enterprise for tax purposes. However,
there is no clear standard published by the tax authorities for making such a determination.
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Although it is unclear under PRC tax law whether the Issuer has a “de facto management
body” located in China for PRC tax purposes, the Group takes the position that the Issuer is not a
PRC resident enterprise for tax purposes. There is no assurance that the tax authorities will agree
with its position. If the Issuer is deemed to be a PRC resident enterprise for EIT purposes, the
Issuer would be subject to the PRC enterprise income tax at the rate of 25.0%. on its worldwide
taxable income. Furthermore, if the Issuer is deemed to be a PRC resident enterprise, the Issuer
may be under an obligation to withhold PRC income tax on payments of interest or redemption
premium (if any) at a rate of 10%. for non-PRC resident enterprises, or at a rate of 20%. for
non-PRC resident individuals. In addition, any gain realised by such investors from the transfer of
the Bonds may be regarded as being derived from sources within the PRC and may be subject to a
10.0%. PRC income tax for non-PRC resident enterprises and a 20.0%. PRC income tax for
non-PRC resident individuals. Furthermore, as the Guarantor is a PRC tax resident, the Guarantor
will be required to withhold PRC tax on payments under the Guarantee with respect to interest or
any redemption premium at the above rates regardless of whether the Issuer is treated as a PRC tax
resident. The PRC tax liability may be reduced under applicable tax treaties, such as the
Arrangement between the Mainland of China and the Hong Kong Special Administrative Region
for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with Respect to Taxes
on Income (€ AT Hb N 5 45 Bl A7 IR I [ 7 3 T 745 4k 4 B B 080 A0 Bl LE A e BEAY 22 HE ) ). However,
it is unclear whether in practice non-resident Bondholders would be able to obtain the benefit of
income tax treaties entered into between the PRC and their countries. Subject to certain
exceptions, the Issuer and Guarantor will be required to pay additional amounts with respect to any
such PRC withholding taxes. The request to pay additional amounts will increase the cost in
issuing the Bonds and may adversely impact the cash flows of the Issuer and Guarantor.
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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 and referred to in the global certificate evidencing the Bonds:

The issue of the US$200,000,000 in aggregate principal amount of 4.00 per cent. guaranteed
bonds due 2024 (the “Bonds”, which expression includes any further bonds issued pursuant to
Condition 15 and to be consolidated and forming a single series therewith) was authorised by a
resolution of the board of directors of Shuifa International Holdings (BVI) Co., Ltd (/K& [l PRz i
BV A PR/ F]) (the “Issuer”) passed on 30 September 2020 and the guarantee of the Bonds was
authorised by a resolution of the board of directors of Shuifa Group Co., Ltd. (7K #4E B 47 FR A A]) (the
“Guarantor”) passed on 28 September 2020. The Bonds are constituted by a trust deed (as amended or
supplemented from time to time, the “Trust Deed”) dated on or about 24 March 2021 (the “Issue Date’)
among the Issuer, the Guarantor and The Bank of New York Mellon, London Branch (the “Trustee”,
which expression shall include all persons for the time being as the trustee or trustees under the Trust
Deed, and shall include its successors or assigns) as trustee for the holders of the Bonds. The Bonds have
the benefit of a deed of guarantee (as amended or supplemented from time to time, the “Deed of
Guarantee”) dated on or about 24 March 2021 entered into by the Guarantor and the Trustee relating to
the Bonds. These terms and conditions (these “Conditions”) include summaries of, and are subject to, the
detailed provisions of the Trust Deed, which includes the form of the certificates evidencing the Bonds.
An agency agreement (as amended or supplemented from time to time, the “Agency Agreement”) dated
on or about the Issue Date relating to the Bonds has been entered into among the Issuer, the Guarantor, the
Trustee, The Bank of New York Mellon, London Branch as the principal paying agent (in that capacity, the
“Principal Paying Agent”, which expression shall include any successor thereof), The Bank of New York
Mellon SA/NV, Luxembourg Branch as registrar (in that capacity, the “Registrar”, which expression
shall include any successor thereof) and as transfer agent (in that capacity, the “Transfer Agent”, which
expression shall include any successor or additional transfer agent appointed from time to time) and any
other agents appointed thereunder with respect to the Bonds. Copies of the Trust Deed, the Agency
Agreement and the Deed of Guarantee are available for inspection during usual business hours following
prior written request and satisfactory proof of holding at the principal office of the Trustee (presently at
One Canada Square, London E14 5AL, United Kingdom) and at the specified office of the Principal
Paying Agent. “Agents” means the Principal Paying Agent, the Registrar, the Transfer Agent and any
other agent or agents appointed from time to time with respect to the Bonds. The Bondholders are entitled
to the benefit of, are bound by, and are deemed to have notice of, all the provisions of the Trust Deed, the
Agency Agreement and the Deed of Guarantee applicable to them.

All capitalised terms that are not defined in 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 (each a “Specified Denomination”).

The Bonds are evidenced by registered certificates (the “Certificates”) and, save as provided
in Condition 2(a), each Certificate shall represent the entire holding of 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 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 (other than the endorsed form of transfer) evidencing it or the
destruction, theft or loss of such Certificate and no person shall be liable for so treating the holder.

In these Conditions, “Bondholder” and “holder” mean the person in whose name a Bond is
registered.
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Upon issue, the Bonds will be initially 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 (“Euroclear”) and Clearstream Banking S.A. (“Clearstream”). The
Conditions are modified by certain provisions contained in the Global Certificate while any of the
Bonds are evidenced by 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
the Bonds evidenced by the Global Certificate will not be entitled to receive definitive Certificates
in respect of their individual holdings of the Bonds. The Bonds are not issuable in bearer form.

2 Transfers of Bonds and Delivery of New Certificates

(a)

(b)

()

Transfer: A holding of Bonds may, subject to Conditions 2(d) and 2(e), be transferred in
whole or in part (but in any case in a Specified Denomination) upon the surrender (at the
specified office of the Registrar or any Transfer Agent) of the Certificate(s) representing
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. 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 (which shall be in a Specified Denomination) shall be issued
to the transferor. In the case of a transfer of the Bonds to a person who is already a
holder of the Bonds, a new Certificate evidencing the enlarged holding shall only be
issued against surrender of the Certificate evidencing the existing holding. No transfer
of title to a Bond will be valid unless and until entered on the Register.

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

Delivery of New Certificates: Each new Certificate to be issued upon transfer of Bonds
pursuant to Condition 2(a) shall be made available for delivery within five business days
(as defined below) of receipt of a duly completed form of transfer, surrender of the
existing Certificate(s) and provision of such evidence as the Registrar or the relevant
Transfer Agent may require. 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 and Certificate shall have been made or, at
the option of the holder making such delivery or surrender as aforesaid and as specified
in the relevant form of transfer or otherwise in writing, be mailed by uninsured post at
the risk of the holder entitled to the new Certificate to such address as may be so
specified, unless such holder requests otherwise and pays in advance to the relevant
Transfer Agent or the Registrar (as the case may be) the costs of such other method of
delivery and/or such insurance as it may specify. In this Condition 2(b), “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).

Transfer or Exercise Free of Charge: Certificates, on transfer, shall be issued and
registered without charge to the relevant Bondholder by or on behalf of the Issuer, the
Registrar or any Transfer Agent, but upon payment by the relevant Bondholder of any
tax or other governmental charges that may be imposed in relation to them (or the giving
of such indemnity and/or security and/or pre-funding as the Registrar or the relevant
Transfer Agent may require in respect thereof).
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(d)

(e)

Closed Periods: No Bondholder may require the transfer of a Bond to be registered (i)
during the period of 15 days ending on (and including) the due date for any payment of
principal (or premium) in respect of that Bond, (ii) after a Put Exercise Notice has been
deposited 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) during the period of 15 days prior to (and including) any date on which Bonds may
be called for redemption by the Issuer pursuant to Condition 6(b).

Regulations: All transfers of Bonds and entries on the Register will be made subject to
the detailed regulations concerning transfer and registration of Bonds, the initial form of
which is scheduled to the Agency Agreement (the “Regulations”). Each of the Issuer
and the Registrar may change the Regulations from time to time, with the prior written
approval of the Trustee and (in the case of any regulation proposed by the Issuer) the
Registrar. A copy of the current Regulations will be made available for inspection by the
Registrar to any Bondholder upon prior written request and satisfactory proof of
holding.

Guarantee and Status

(a)

(b)

Guarantee: The Guarantor has in the Deed of Guarantee unconditionally and
irrevocably guaranteed the due payment of all sums expressed to be payable by the
Issuer under the Trust Deed and the Bonds. Its payment obligations in that respect (the
“Guarantee”) are contained in the Deed of 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), at all times rank at least equally with all its other
present and future unsecured and unsubordinated obligations.

Status: The Bonds constitute direct, unsubordinated, unconditional and (subject to
Condition 4(a)) unsecured obligations of the Issuer and shall at all times rank pari passu
and without any preference or priority 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
the Issuer’s other present and future unsecured and unsubordinated obligations.

Negative Pledge; Undertakings relating to the Guarantee

(a)

Negative Pledge: So long as any Bond remains outstanding (as defined in the Trust
Deed), neither the Issuer nor the Guarantor will, and each of the Issuer and the
Guarantor will ensure that none of its Subsidiaries will, create, or have outstanding, any
mortgage, charge, lien, pledge or other security interest, upon the whole or any part of
its present or future undertaking, assets or revenues (including any uncalled capital) to
secure any Relevant Indebtedness, or to secure any guarantee or indemnity in respect of
any Relevant Indebtedness, without at the same time or prior thereto according to the
Bonds (i) the same security as is created or subsisting to secure any such Relevant
Indebtedness, guarantee or indemnity or (ii) such other security as either (A) the Trustee
may in its absolute discretion deem not materially less beneficial to the interest of the
Bondholders or (B) shall be approved by an Extraordinary Resolution (as defined in the
Trust Deed) of the Bondholders.
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(b)

()

(d)

Undertakings relating to the Guarantee: The Guarantor undertakes to file or cause to
be filed with SAFE, the Deed of Guarantee within 15 PRC Business Days after the
execution of the Deed of Guarantee in accordance with the Provisions on the Foreign
Exchange Administration of Cross-Border Guarantees (% 354 {51 b & H AL ©)
promulgated by SAFE on 12 May 2014 which came into effect on 1 June 2014 (the
“Cross-Border Security Registration”) and any implementation rules as issued by
SAFE from time to time. The Guarantor shall use its best endeavours to complete the
Cross-border Security Registration and obtain a registration certificate from SAFE (or
any other document evidencing the completion of registration issued by SAFE) on or
before the Registration Deadline and comply with all applicable PRC laws and
regulations in relation to the issue of the Bonds and the Deed of Guarantee.

Undertakings relating to NDRC: The Guarantor undertakes to report or cause to be
reported with the National Development and Reform Commission of the PRC (the
“NDRC?”) the requisite information and documents within 10 PRC Business Days after
the Issue Date (as defined in Condition 4(h)) in accordance with the Circular on
Promoting the Reform of the Filing and Registration System on the Issuance by
Enterprises of Foreign Debt ([ 58 % Ji ol 9 Z2 B i #i 4 A SE AT /MM 52 6wl i 8 2
OB RN (B PR A E[2015]20445%) ) 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”).

Notification of Completion of the NDRC Post-issue Filing and the Cross-Border
Security Registration: The Guarantor shall on or before the Registration Deadline after
the later of the submission of the NDRC Post-issue Filing and receipt of the registration
record from SAFE (or any other document evidencing the completion of registration
issued by SAFE), provide the Trustee with (i) a certificate in English substantially in the
form set out in the Trust Deed signed by an Authorised Signatory (as defined in the Trust
Deed) of the Guarantor confirming the completion of the NDRC Post-issue Filing and
the Cross-Border Security Registration; and (ii) copies of the relevant documents
evidencing the NDRC Post-issue Filing (if any) and the Cross-Border Security
Registration or any other document evidencing the completion of registration issued by
SAFE and the particulars of such registration, each certified in English by an Authorised
Signatory of the Guarantor as being a true and complete copy of the original (the items
specified in (i) and (ii) together, the “Registration Documents”).

In addition, the Guarantor shall procure that, within 10 PRC Business Days after the
documents comprising the Registration Documents are delivered to the Trustee, the
Issuer gives notice to the Bondholders (in accordance with Condition 16) confirming the
completion of the NDRC Post-issue Filing and the Cross-Border Security Registration.

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

()

(g)

(h)

Issuer Activities: The Issuer shall not, and the Guarantor will procure that the Issuer
will not, carry on any business activity or any other activity whatsoever other than in
connection with the offering, sale or issue of the Bonds or any other debt instruments
and any other activities reasonably incidental thereto (such incidental activities shall,
for the avoidance of doubt, include the lending of the proceeds from the issue of the
Bonds or any other debt instruments to the Guarantor and any other Subsidiaries of the
Guarantor).

Financial Statements: So long as any Bond remains outstanding, the Guarantor shall
furnish the Trustee with (A) a Compliance Certificate of the Guarantor (on which the
Trustee may rely conclusively as to such compliance and shall not be liable to any
Bondholder or any other person for such reliance) and a copy of the relevant Guarantor
Audited Financial Reports within 180 calendar days of the end of each Relevant Period
prepared in accordance with PRC GAAP (audited by a nationally or internationally
recognised firm of independent accountants) of the Guarantor and if such statements
shall be in the Chinese language, together with an English language translation of the
same translated by (x) a nationally or internationally recognised firm of accountants or
(y) a professional translation service provider and checked by a nationally or
internationally recognised firm of accountants, together in each such case with a
certificate in English signed by an Authorised Signatory of the Guarantor certifying that
such translation is complete and accurate; and (B) a copy of the Guarantor Unaudited
Financial Reports within 90 calendar days of the end of each Relevant Period prepared
on a basis consistent with the Guarantor Audited Financial Reports and if such
statements shall be in the Chinese language, together with an English language
translation of the same and translated by (x) a nationally or internationally recognised
firm of accountants or (y) a professional translation service provider and checked and
confirmed by a nationally or internationally recognised firm of accountants, together in
each such case with a certificate in English signed by an Authorised Signatory of the
Guarantor certifying that such translation is complete and accurate.

The Trustee shall not be required to review the relevant Guarantor Audited Financial
Reports, Guarantor Unaudited Financial Reports or any other financial report furnished
or delivered to it as contemplated in this Condition 4(f) and, if the same shall not be in
the English language, shall not be required to request or obtain or arrange for an English
language translation of the same, and the Trustee shall not be liable to any Bondholder
or any other person for not doing so.

Ratings: So long as any Bond remains outstanding, save with the approval of an
Extraordinary Resolution of the Bondholders, the Issuer will maintain ratings on the
Bonds by at least one Rating Agency.

Definitions: In these Conditions:

“Compliance Certificate” means a certificate in English substantially in the form set
out in the Trust Deed of the Issuer or the Guarantor (as the case may be) signed by any
Authorised Signatory of the Issuer or, as the case may be, the Guarantor that, having
made all reasonable enquiries, to the best knowledge, information and belief of the
Issuer or, as the case may be, the Guarantor as at a date (the “Certification Date”) not
more than five days before the date of the certificate that:

(a) no Relevant Event (as defined in Condition 6(c)), Event of Default (as defined in
Condition 9) or Potential Event of Default (as defined in the Trust Deed) has
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
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(1)

(b) each of the Issuer and the Guarantor has complied with all its covenants and
obligations under the Trust Deed, the Deed of Guarantee and the Bonds or, if such
non-compliance occurred, giving details of it.

“Guarantor Audited Financial Reports” means, for a Relevant Period, the annual
audited consolidated profit and loss, balance sheet and cash flow statements of the
Guarantor together with any statements, reports (including any directors’ and auditors’
reports) and notes attached to or intended to be read with any of them, prepared in
accordance with PRC GAAP;

“Guarantor Unaudited Financial Reports” means, for a Relevant Period, the
semi-annual (or any other interim reporting period required by applicable law or
regulations) unaudited and reviewed or unreviewed consolidated profit and loss, balance
sheet and cash flow statements of the Guarantor, together with any statements, reports
(including any directors’ and auditors’ reports) and notes attached to or intended to be
read with any of them (if any), prepared on a basis consistent with the Guarantor Audited
Financial Reports;

“Issue Date” means 24 March 2021;

“Hong Kong” means the Hong Kong Special Administrative Region of the People’s
Republic of China;

“PRC” means the People’s Republic of China, and for the purpose of these Conditions
only, excluding Hong Kong, the Macau Special Administrative Region of the People’s
Republic of China 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, the PRC;

“PRC GAAP” means the Accounting Standards for Business Enterprises issued by the
Ministry of Finance of the PRC and all applicable guidance, bulletins and other relevant
accounting regulations issued thereafter, as amended from time to time;

“Rating Agency” means any one of (1) Fitch Ratings Ltd. and its successors; (2) S&P
Global Ratings and its successors; (3) Moody’s Investors Service, Inc., a subsidiary of
Moody’s Corporation, and its successors or (4) any other reputable credit rating agency
of international standing;

“Registration Deadline” means the day falling 90 PRC Business Days after the Issue
Date;

“Relevant Indebtedness” means any indebtedness issued outside the PRC which is in
the form of, or represented or evidenced by, bonds, notes, debentures, loan stock
certificates or other securities which for the time being are, or are intended to be or
capable of being, quoted, listed or dealt in or traded on any stock exchange or
over-the-counter market or other securities market (which for the avoidance of doubt,
does not include bilateral loans, syndicated loans or club deal loans);
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“Relevant Period” means, (i) in relation to the Guarantor 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, (ii) in relation to the Guarantor
Unaudited Financial Reports for a semi-annual report, 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 or any other interim reporting period required by applicable law or
regulations); and

“SAFE” means the State Administration of Foreign Exchange of the PRC or its local
branch;

“Subsidiary” means, with respect to any person, (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
laws, regulations or generally accepted accounting principles of the jurisdiction of
incorporation of such person from time to time, should have its accounts consolidated
with those of that person.

5 Interest

The Bonds bear interest on their outstanding principal amount from and including the Issue
Date at the rate of 4.00 per cent. per annum (the “Rate of Interest”), payable semi-annually in
arrear on 24 March and 24 September in each year (each an “Interest Payment Date”)
commencing on 24 September 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 such rate (both before and
after judgment) until whichever is the earlier of (a) the day on which all sums due in respect of such
Bond up to that day are received by or on behalf of the relevant 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 Bondholder under these Conditions).

Interest in respect of any Bond shall be calculated per Calculation Amount (as defined
below). The amount of interest payable on the first Interest Payment Date shall be US$20.00 per
Calculation Amount. The amount of interest payable per Calculation Amount for any other period
shall be equal to the product of the Rate of Interest, the Calculation Amount and the Day Count
Fraction, rounding the resulting figure to the nearest cent (half a cent being rounded upwards).

In this Condition 5:
“Calculation Amount” means US$1,000; and
“Day Count Fraction” means, in respect of any period, the number of days in the relevant

period divided by 360 (the number of days to be calculated on the basis of a year of 360 days with
12 months of 30 days each and, in the case of an incomplete month, the number of days elapsed).
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6

Redemption and Purchase

(a)

(b)

Final Redemption: Unless previously redeemed, or purchased and cancelled, the Bonds
will be redeemed at their principal amount on 24 March 2024 (the “Maturity Date”).
The Bonds may not be redeemed at the option of the Issuer other than in accordance with
this Condition 6.

Redemption for Taxation Reasons: The Bonds may be redeemed at the option of the
Issuer in whole, but not in part, at any time, on giving not less than 30 nor more than 60
days’ notice in accordance with Condition 16 to the Bondholders (which notice shall be
irrevocable), at their principal amount together with any interest accrued to but
excluding the date fixed for redemption, if (i) the Issuer and/or the Guarantor (as the
case may be) satisfies the Trustee immediately prior to the giving of such notice that the
Issuer (or, if the Guarantee were called, the Guarantor) has or will become obliged to
pay Additional Tax Amounts (as defined in Condition 8) as provided or referred to in
Condition 8 as a result of any change in, or amendment to, the laws or regulations of the
British Virgin Islands or the PRC, or, in each case, any political subdivision or any
authority thereof or therein having power to tax, or any change in the application or
official interpretation of, or the stating of an official position with respect to, such laws
or regulations (including but not limited to any decision by a court of competent
jurisdiction), which change or amendment becomes effective on or after 17 March 2021
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 by the Issuer 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:

(i) a certificate of the Issuer signed by an Authorised Signatory of the Issuer (or a
certificate of the Guarantor signed 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 may be) taking
reasonable measures available to it; and

(i) an opinion, addressed to and in form and substance satisfactory to the Trustee, of
independent tax or legal advisers of recognised standing to the effect that the Issuer
(or, if the Guarantee were called, the Guarantor) has or will become obliged to pay
such Additional Tax Amounts as a result of such change or amendment or
statement.

The Trustee shall be entitled (but not obliged) to accept and rely upon such certificate
and opinion as sufficient evidence of the satisfaction of the condition precedent set out
in (i1) above of this Condition 6(b), in which event the same shall be conclusive and
binding on the Bondholders and the Trustee shall be protected and shall have no liability
to any Bondholder or any person for so accepting and relying on such certificate or
opinion.

All Bonds in respect of which any notice of redemption is given under this Condition

6(b) shall be redeemed on the date specified in such notice in accordance with this
Condition 6(b).
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(c)

Redemption for Relevant Events: At any time following the occurrence of a Relevant
Event, a Bondholder will have the right, at such Bondholder’s option, to require the
Issuer to redeem all, but not some only, of such Bondholder’s Bonds on the Put
Settlement 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 Registration Event) of their principal
amount, together, in each case, with any accrued interest up to but excluding such Put
Settlement Date. In order to exercise such right, the holder of the relevant Bond must
deposit at the specified office of the Principal 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 (a “Put Exercise Notice”), together with
the Certificate evidencing the Bonds to be redeemed by not later than 30 days following
a Relevant Event, or, if later, 30 days following the date upon which notice thereof is
given to Bondholders by the Issuer in accordance with Condition 16.

The “Put Settlement Date” shall be the 14th day (in the case of a redemption for a
Change of Control) or the 5th day (in the case of a redemption for a No Registration
Event) after the expiry of such period of 30 days as referred to above. A Put Exercise
Notice, once delivered, shall be irrevocable and the Issuer shall redeem the Bonds the
subject of the Put Exercise Notices delivered as aforesaid on the Put Settlement Date.

The Issuer 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 14 days (in the case
of a redemption for a Change of Control) or five PRC Business Days (in the case of a
redemption for a No Registration Event) 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 the Agents shall have an obligation or a duty (i) to take any steps
to ascertain whether a Relevant Event or any event which could lead to the occurrence of
a Relevant Event has occurred or may occur, or (ii) to verify the accuracy, validity
and/or genuineness of any documents in relation to or connection with any Relevant
Event, and shall not be liable to Bondholders, the Issuer, the Guarantor or any other
person for not doing so.

In this Condition 6:
a “Change of Control” occurs when:

(i) Shandong SASAC and/or any other Person directly or indirectly Controlled by
Shandong Provincial Government, collectively cease to, directly or indirectly, hold
or own 100 per cent. of the issued share capital of the Guarantor; or

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

(iii) the Guarantor consolidates with or merges into or sells or transfers all or
substantially all of the Guarantor’s assets to any other person(s), unless such
person(s) is/are Controlled by Shandong SASAC and/or any other Person directly
or indirectly Controlled by Shandong Provincial Government.

“Control” means (i) the ownership or control of 50 per cent. of the voting rights of the
issued share capital of a person or (ii) the right to appoint and/or remove all or the
majority of the members of a person’s board of directors or other governing body, in
each case whether obtained directly or indirectly, and whether obtained by ownership of
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(d)

(e)

()

(2)

share capital, the possession of voting rights, contract or otherwise; the term
“Controlled” has meanings correlative to the foregoing;

a “No Registration Event” occurs when the Registration Conditions are not complied
with in accordance with Condition 4 (d);

“Registration Conditions” means the receipt by the Trustee of the Registration
Documents relating to the Cross-Border Security Registration in accordance with
Condition 4(d);

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

a “Relevant Event” means a Change of Control or a No Registration Event;

“Shandong Provincial Government” means the People’s Government of Shandong
Province of the PRC or its successor; and

“Shandong SASAC” means the State-owned Assets Supervision and Administration
Commission of the People’s Government of Shandong Province of the PRC or its
successor.

Notices 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 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.

Purchase: The Issuer, the Guarantor 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 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, among other things, the purposes of calculating quorums at meetings
of the Bondholders.

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

Calculations: Neither the Trustee nor any of the Agents shall be responsible for
calculating or verifying the calculations of any amount payable under any notice of
redemption, or have a duty to verify the accuracy, validity and/or genuineness of any
documents in relation to or in connection thereto, and shall not be liable to the
Bondholders or any other person for not doing so.
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7

Payments

(a)

(b)

(c)

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 Transfer Agent or of the
Registrar if no further payment falls to be made in respect of the Bonds represented
by such Certificates) in the manner provided in Condition 7(a)(ii) below.

(i1) Interest on each Bond shall be paid on the due date 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 U.S. 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 U.S. 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.

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

Payments subject to Fiscal Laws: Payments will be subject in all cases (i) to any
applicable fiscal or other laws and regulations applicable thereto in the place of
payment, but without prejudice to the provisions of Condition 8; and (ii) any
withholding or deduction required pursuant to an agreement described in Section
1471(b) of the U.S. Internal Revenue Code of 1986, 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 commission or expenses shall be charged to the Bondholders in respect of
such payments.

Payment Initiation: Payment instructions (for value on the due date or, if that is not a
day on which the bank where a registered account is maintained is open for receipt of
such transfers, for value the next following such 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 or premium (if any)
where the relevant Certificate has not been surrendered at the specified office of any
Transfer Agent, on a Payment Business Day on which the Principal Paying Agent is open
for business and on which the relevant Certificate is surrendered.
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(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 any Agent 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, (iii) a Transfer Agent, and (iv) such other agents
as may be required by the 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 shall promptly be given
by the Issuer to the Bondholders in accordance with Condition 16.

(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 wire 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, a Sunday or a public holiday) on which commercial banks and foreign
exchange markets are generally open for business and settlement of U.S. dollars
payments in New York City, the place in which the specified office of the Principal
Paying Agent is located and the place (if any) where payment is to be made by wire
transfer to an account maintained by a bank in U.S. dollars.

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 of the Bonds shall be made free and clear
of, and without withholding or deduction for, 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 or the PRC or any political subdivision or authority therein or
thereof having power to tax, unless such withholding or deduction is required by law.

Where such withholding or deduction is made by the Issuer or, as the case may be, the
Guarantor by or within the PRC at the rate of up to and including the aggregate rate applicable on
17 March 2021 (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 (i) the Issuer is required to make any deduction or withholding by or within the British
Virgin Islands, or (ii) the Issuer or, as the case may be, the Guarantor is required to make a
deduction or withholding by or within the PRC at a rate in excess of the Applicable Rate, then the
Issuer (or the Guarantor, as the case may be) shall pay such additional amounts (“Additional Tax
Amounts”) as will result in receipt by the Bondholders of such amounts as would have been
received by them had no such withholding or deduction been required, except that no Additional
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Tax Amounts or additional amounts payable under the preceding paragraph shall be payable in
respect of any Bond (or the Guarantee of the Bonds, as the case may be):

(a) Other Connection: to a holder who is liable to such taxes, duties, assessments or
governmental charges in respect of such Bond by reason of his (or the beneficial owner)
having any present or former connection with the British Virgin Islands (in the case of
payments made by the Issuer) or the PRC (in the case of payments made by the Issuer or
the Guarantor) other than the mere holding of the Bond;

(b) Failure to Provide Certification: where, following notice addressed to the holder, the
withholding or deduction could be avoided by the holder or beneficial owner making a
declaration of non-residence or other similar claim for exemption to the appropriate
authority;

(c) Surrender more than 30 days after the Relevant Date: in respect of which the
Certificate evidencing it is presented or surrendered (where presentation or surrender is
required) for payment more than 30 days after the Relevant Date except to the extent that
the holder of it would have been entitled to such Additional Tax Amounts on presenting
or surrendering (as the case may be) the Certificate evidencing such Bond for payment
on the last day of such period of 30 days (as if such last day were a Payment Business
Day);

(d) FATCA: any tax, assessment, withholding or deduction required by sections 1471
through 1474 of the Code (commonly referred to as “FATCA”’), any current or future
U.S. Treasury regulations or rulings promulgated thereunder, any intergovernmental
agreement between the United States and any other jurisdiction to implement FATCA,
any law, regulation or other official guidance enacted or published in any jurisdiction
implementing an intergovernmental agreement with respect to FATCA, or any
agreement with the U.S. Internal Revenue Service under FATCA; or

(e) Holder Other Than the Beneficial Owner: to a holder that is a fiduciary, partnership or
person other than the sole beneficial owner of any payment to the extent that such
payment would be required to be included in the income under the laws of the British
Virgin Islands (in the case of payments by the Issuer) or PRC (in the case of payments by
the Issuer or the Guarantor), for tax purposes, of a beneficiary or settlor with respect to
the fiduciary, or a member of that partnership or a beneficial owner who would not have
been entitled to such Additional Amounts had that beneficiary, settlor, partner or
beneficial owner been the holder thereof.

“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 falling seven days
after that on which notice is duly given to the Bondholders that, upon further presentation or
surrender (as the case may be) 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 presentation or surrender.

Neither the Trustee nor any Agent shall be responsible for paying any tax, duty, charges,
withholding or other payment referred to in this Condition 8 or for determining whether such
amounts are payable or the amount thereof, and none of them shall be responsible or liable for any
failure by the Issuer, the Guarantor, any Bondholder or any third party to pay such tax, duty,
charges, withholding or other payment in any jurisdiction or to provide any notice or information
to the Trustee or any Agent that would permit, enable or facilitate the payment of any principal,
premium (if any), interest or other amount under or in respect of the Bonds without deduction or
withholding for or on account of any tax, duty, charge, withholding or other payment imposed by
or in any jurisdiction.
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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 Bondholders of at least 25 per cent. in aggregate
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 been indemnified and/or secured and/or
pre-funded to its satisfaction), give written notice to the Issuer and the Guarantor that the Bonds
are, and they shall immediately become, due and payable at their principal amount together (if
applicable) with any accrued and unpaid interest:

(a)

(b)

()

(d)

(e)

Non-Payment: the Issuer or the Guarantor (i) fails to pay any amount of principal or
premium (if any) in respect of the Bonds or the Guarantee of the Bonds, as the case may
be, on the due date for payment thereof or (ii) fails to pay any amount of interest in
respect of the Bonds or the Guarantee of the Bonds, as the case may be, within seven
PRC Business Days after the due date for payment thereof; or

Breach of Other Obligations: the Issuer or the Guarantor does not perform or comply
with any one or more of their respective other obligations under the Bonds, the Trust
Deed and the Deed of Guarantee (other than where such default gives rise to a
redemption pursuant to Condition 6(c)), which default is incapable of remedy or, if such
default is capable of remedy, such default is not remedied within 30 days after notice of
such default shall have been given to the Issuer or the Guarantor (as the case may be) by
the Trustee; or

Cross-default of Issuer, Guarantor or Subsidiaries:

(i) any other present or future indebtedness of the Issuer or the Guarantor or any of
their respective Subsidiaries for or in respect of moneys borrowed or raised
becomes (or becomes capable of being declared) due and payable prior to its stated
maturity by reason of any actual or potential default, event of default or the like
(howsoever described), or

(i) any such indebtedness is not paid when due or, as the case may be, within any
originally applicable grace period, or

(iii) the Issuer or the Guarantor or any of their respective Subsidiaries fails to pay when
due any amount payable by it under any present or future guarantee for, or
indemnity in respect of, any moneys borrowed or raised, provided that the
aggregate amount of the relevant indebtedness, guarantees and indemnities in
respect of which one or more of the events mentioned above in this Condition 9(c)
have occurred equals or exceeds US$30,000,000 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

Enforcement Proceedings: a distress, attachment, execution or other legal process is
levied, enforced or sued out on or against the whole or any material part of the property,
assets or revenues of the Issuer or the Guarantor or any of their respective Principal
Subsidiaries and continue(s) unsatisfied and unstayed for a period of 45 days after the
date(s) thereof or, if later, the date therein specified for payment; or

Security Enforced: any mortgage, charge, pledge, lien or other encumbrance, present
or future, created or assumed by the Issuer or the Guarantor or any of their respective
Principal Subsidiaries on the whole or any material part of its assets becomes
enforceable and any step is taken to enforce it (including the taking of possession or the
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()

(2)

(h)

(1)

)

(k)

appointment of a receiver, manager or other similar person) and such action is not
discharged within 30 days after the date thereof; or

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

Winding-up: an order is made by a court of competent jurisdiction or an effective
resolution is passed for the winding-up or dissolution of the Issuer or the Guarantor or
any of their respective Principal Subsidiaries (except for the voluntary and solvent
winding up of any Principal Subsidiary), or the Issuer, the Guarantor or any of their
respective Principal Subsidiaries ceases or threatens to cease to carry on all or
substantially all of its business or operations, except for the purpose of and followed by
a reconstruction, dissolution, amalgamation, reorganisation, merger or consolidation (i)
on terms approved by an Extraordinary Resolution of the Bondholders, or (ii) in the case
of any Principal Subsidiary of the Issuer or the Guarantor, whereby the undertaking and
assets of such Principal Subsidiary are transferred to or otherwise vested in the Issuer or
the Guarantor (as the case may be) or another of their respective Subsidiaries or (iii) a
disposal of or by a Principal Subsidiary at Fair Market Value and the net proceeds from
such disposal shall be transferred to or otherwise vested in the Issuer, the Guarantor or
any of their respective Subsidiaries; or

Nationalisation: any step is taken by any person acting under the authority of any
national, regional or local government with a view to the seizure, compulsory
acquisition, expropriation or nationalisation of all or a material part of the undertaking,
assets and revenues of the Issuer, the Guarantor or any of their respective Principal
Subsidiaries; or

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

Illegality: it is or will become unlawful for the Issuer or the Guarantor to perform or
comply with any one or more of its obligations under any of the Bonds, the Trust Deed
and/or the Deed of Guarantee; or

Unenforceability of the Guarantee of the Bonds: the Guarantee of the Bonds becomes

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 Guarantor; or
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(I)  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) to 9(h)
(both inclusive).

In this Condition 9:

“Fair Market Value” means the price that would be paid in an arm’s-length transaction
between an informed and willing seller under no compulsion to sell and an informed and willing
buyer under no compulsion to buy, as determined in good faith by such seller.

“Principal Subsidiary” at any time shall mean one of the Guarantor’s Subsidiaries

(i) as to which one or more of the following conditions is/are satisfied:

(a)

(b)

(©)

its revenue or (in the case of one of the Guarantor’s Subsidiaries which has
one or more Subsidiaries) consolidated revenue is at least 3% of the
Guarantor’s consolidated revenue;

its net profit or (in the case of one of the Guarantor’s Subsidiaries which has
one or more Subsidiaries) consolidated net profit attributable to the Guarantor
(in each case before taxation and exceptional items) is at least 3% of the
Guarantor’s consolidated net profit (before taxation and exceptional items);
or

its total assets or (in the case of one of the Guarantor’s Subsidiaries which has
one or more Subsidiaries) consolidated net assets attributable to the
Guarantor (in each case after deducting minority interests in Subsidiaries) are
at least 3% of the Guarantor’s consolidated total assets (after deducting
minority interests in Subsidiaries);

all as calculated by reference to the then latest audited financial statements
(consolidated or, as the case may be, unconsolidated) of the Guarantor’s
Subsidiary and the Guarantor’s then latest consolidated financial statements,
provided that: (1) in the case of a Subsidiary of the Guarantor acquired after
the end of the financial period to which the then latest consolidated audited
financial statements of the Guarantor relate, the reference to the then latest
audited financial statements of the Guarantor and its Subsidiaries for the
purposes of the calculation above shall, until audited financial statements for
the financial period in which the acquisition is made are published, be
deemed to be a reference to the then latest audited financial statements of the
Guarantor and its Subsidiaries adjusted to consolidate the latest audited
financial statements (consolidated in the case of a Subsidiary which itself has
Subsidiaries) of such Subsidiary in such financial statements; (2) if, in the
case of a Subsidiary of the Guarantor which itself has one or more
Subsidiaries, no consolidated financial statements are prepared and audited,
its consolidated revenue, net assets and net profits shall be determined on the
basis of pro forma consolidated financial statements of the relevant
Subsidiary and its Subsidiaries prepared for this purpose and opined on by its
auditors; or (3) if the financial statements of a Subsidiary of the Guarantor
(not being a Subsidiary referred to in (1) 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 financial statements (consolidated, if
appropriate) with the consolidated financial statements of the Guarantor and
its Subsidiaries; or
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(i1) to which is transferred all or substantially all of the assets of the Guarantor’s
Subsidiary 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 paragraph (i) above) and the Guarantor’s Subsidiary to which the
assets are so transferred shall become a Principal Subsidiary. A certificate of the
Guarantor’s auditors as to whether or not the Guarantor’s Subsidiary is a Principal
Subsidiary shall be conclusive and binding on all parties in the absence of manifest
error.

10 Prescription

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

11 Replacement of Certificates

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject
to applicable laws, regulations or other relevant regulatory authority regulations, at the specified
office of the Registrar or such Transfer Agent as may from time to time be designated by the Issuer
for that purpose and notice of whose designation is given to Bondholders, in each case on payment
by the claimant of the fees and costs incurred in connection therewith and on such terms as to
evidence, security, indemnity and otherwise as the Issuer, the Registrar or the relevant Transfer
Agent may require. Mutilated or defaced Certificates must be surrendered before replacements
will be issued.

12 Meetings of Bondholders, Modification and Waiver

(a) Meetings of Bondholders: The Trust Deed contains provisions for convening meetings
of the Bondholders to consider matters affecting their interests, including the
sanctioning by Extraordinary Resolution of a modification of any of these Conditions or
any provisions of the Trust Deed, the Agency Agreement or the Deed of Guarantee. 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 aggregate principal amount of the Bonds for the time being
outstanding and subject to the Trustee being indemnified and/or secured and/or
pre-funded to its satisfaction. The quorum for any meeting convened to consider an
Extraordinary Resolution will be two or more persons holding or representing more than
50 per cent. in aggregate principal amount of the Bonds for the time being outstanding,
or at any adjourned meeting two or more persons being or representing Bondholders
whatever the principal amount of the Bonds held or represented, unless the business of
such meeting includes the modification or abrogation of certain of the provisions of
these Conditions and certain of the provisions of the Trust Deed, including
consideration of proposals, inter alia, (i) to modify the Maturity Date or the dates on
which interest is payable in respect of the Bonds, (ii) to reduce or cancel the principal
amount of, any premium payable on redemption of, or interest on, the Bonds, (iii) to
change the currency of payment of the Bonds, (iv) to modify the provisions concerning
the quorum required at any meeting of Bondholders or the majority required to pass an
Extraordinary Resolution, or (v) to modify or cancel any term of the Deed of Guarantee
(other than as provided in Condition 12(b)), in which case the necessary quorum will be
two or more persons holding or representing at least 75 per cent., or at any adjourned
meeting at least 25 per cent., in aggregate principal amount of the Bonds for the time
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being outstanding. Any Extraordinary Resolution duly passed shall be binding on
Bondholders (whether or not they were present or voted at the meeting at which such
resolution was passed).

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

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

(b) Modification and Waiver: The Trustee may (but shall not be 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, the Agency Agreement and the Deed of Guarantee
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 law, and (ii) any other
modification, and any waiver or authorisation of any breach or proposed breach, of any
of these Conditions or any of the provisions of the Trust Deed, the Agency Agreement
and/or the Deed of Guarantee 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 on the Bondholders and, unless the Trustee otherwise agrees,
any modification, authorisation or waiver shall be notified by the Issuer to the
Bondholders as soon as practicable.

(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 any Bondholder, nor shall any
Bondholder be entitled to claim, from the Issuer, the Guarantor or the Trustee any
indemnification or payment in respect of any tax consequence of any such exercise upon
individual Bondholders.

13 Enforcement

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

- 79 —



14 Indemnification of the Trustee

The Trust Deed contains provisions for the indemnification of the Trustee and for its relief
from responsibility including provisions relieving it from taking proceedings to enforce payment
or taking other actions unless first indemnified and/or secured and/or pre-funded to its satisfaction,
and to be paid its fees, costs and expenses in priority to the claims of the Bondholders. The Trustee
and its affiliates are entitled (i) to enter into business transactions with the Issuer, the Guarantor
and/or any related entity and to act as trustee for the holders of any other securities issued by, or
relating to, the Issuer, the Guarantor and any entity related to the Issuer and/or the Guarantor, (ii)
to exercise and enforce its rights, comply with its obligations and perform its duties under or in
relation to any such transactions or, as the case may be, any such trusteeship without regard to the
interests of, or consequences for, the Bondholders and (iii) to retain and not be liable to account for
any profit made or any other amount or benefit received thereby or in connection therewith.

The Trustee may rely without liability to Bondholders, the Issuer, the Guarantor or any other
person on any report, confirmation, certificate or information from or any advice or opinion of any
legal counsel, accountants, 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, certificate, information,
advice or opinion, in which event such report, confirmation, certificate, information, advice or
opinion shall be binding on the Issuer, the Guarantor and the Bondholders.

Whenever the Trustee is required or entitled by the terms of the Trust Deed, the Agency
Agreement, the Deed of Guarantee or these Conditions to exercise any discretion or power, take
any action, make any decision or give any direction, the Trustee is entitled, prior to exercising any
such discretion or power, taking any such action, making any such decision or giving any such
direction, to seek directions or clarification of directions from the Bondholders by way of an
Extraordinary Resolution, and the Trustee shall not be responsible for any loss or liability incurred
by the Issuer, the Guarantor, the Bondholders or any other person as a result of any delay in it
exercising such discretion or power, taking such action, making such decision or giving such
direction as a result of seeking such direction or clarification of directions from the Bondholders or
in the event that no such direction or clarification is given to the Trustee by the Bondholders.

None of the Trustee or any of the Agents shall be responsible for the performance by the
Issuer, the Guarantor 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 and, unless
it has written notice from the Issuer or the Guarantor to the contrary, the Trustee and each Agent
shall be entitled to assume that the same are being duly performed. None of the Trustee or any
Agent shall be liable to any Bondholder, the Issuer, the Guarantor 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. Neither the Trustee nor any of
the Agents shall be under any obligation to ascertain whether any Event of Default, Potential Event
of Default (as defined in the Trust Deed) or Relevant Event has occurred or monitor compliance by
the Issuer or the Guarantor with the provisions of the Trust Deed, the Agency Agreement, the Deed
of Guarantee or these Conditions.

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 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.
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15 Further Issues

The Issuer may from time to time, without the consent of the Bondholders, create and issue
further securities having the same terms and conditions as the Bonds in all respects (or in all
respects except for the issue date and the first payment of interest on them and the timing for
compliance with the requirements set out in these Conditions in relation to the NDRC Post-issue
Filing and the Cross-Border Security Registration, and such other terms as the Issuer may
determine at the time of issue as necessary for purposes of consummating the further issue) 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 securities issued pursuant to this Condition 15 and forming a single series with the Bonds.
Any further securities forming a single series with the outstanding Bonds may be constituted by a
deed supplemental to the Trust Deed. The Trust Deed contains provisions for convening a single
meeting of the Bondholders and the holders of securities of other series where the Trustee so
decides.

16 Notices

Notices to the holders of Bonds shall be mailed to them at their respective addresses in the
Register and deemed to have been given on the fourth weekday (being a day other than a Saturday
or a Sunday) after the date of mailing. The Issuer shall also ensure that notices are duly published
in a manner that complies with the rules and regulations of any stock exchange or other relevant
authority on which the Bonds are for the time being listed. Any 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 Bonds are evidenced by the Global Certificate and the Global Certificate is
held by or on behalf of Euroclear and Clearstream or an Alternative Clearing System, any notice to
the holders of the Bonds shall be validly given by the delivery of the relevant notice to Euroclear
and Clearstream or the Alternative Clearing System, as applicable, 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

No person shall have any right to enforce any term or condition of the Bonds under the
Contracts (Rights of Third Parties) Act 1999, except and to the extent (if any) that the Bonds
expressly provided for such Act to apply to any of their terms.

18 Governing Law and Jurisdiction

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

(b) Jurisdiction: The courts of Hong Kong are to have exclusive jurisdiction to settle any
disputes that may arise out of or in connection with the Bonds, the Trust Deed, the
Agency Agreement or the Deed of Guarantee and accordingly any legal action or
proceedings arising out of or in connection with any Bonds, the Trust Deed, the Agency
Agreement or the Deed of Guarantee (“Proceedings”) may be brought in such courts.
Each of the Issuer and the Guarantor has irrevocably submitted to the exclusive
jurisdiction of such courts.
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(c)

(d)

Agent for Service of Process: Each of the Issuer and the Guarantor has irrevocably
appointed in the Trust Deed an agent in Hong Kong to receive service of process in any
Proceedings in Hong Kong based on any of the Bonds, the Trust Deed, the Agency
Agreement or the Deed of Guarantee. If for any reason the Issuer and/or the Guarantor
ceases to have such an agent in Hong Kong, the Issuer and/or, as the case may be, the
Guarantor shall promptly appoint a new agent in Hong Kong to accept service of process
and deliver to the Trustee a copy of the agent’s acceptance of that appointment within 30
days of such cessation. Nothing herein shall affect the right to serve process in any other
manner permitted by law.

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

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

Terms defined in the “Terms and Conditions of the Bonds” set out in this Offering Circular
shall have the same meanings in the paragraphs below.

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

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

Owners of interests in the Bonds in respect of which the Global Certificate is issued will be
entitled to have title to the Bonds registered in their names and to receive individual definitive
Certificates if either Euroclear or Clearstream or any other clearing system (an “Alternative
Clearing System”) through which the Bonds are held 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.

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

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

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

PAYMENT

So long as the Bonds are represented by the Global Certificate, each payment in respect of the
Global Certificate will be made to, or to the order of, the person shown as the holder of the Bonds
in the Register at the close of business (of the relevant clearing system) on the Clearing System
Business Day immediately prior to the due date for such payments, where “Clearing System
Business Day” means Monday to Friday, inclusive, except 25 December and 1 January.
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CALCULATION OF INTEREST

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

NOTICES

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

MEETINGS

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

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

BONDHOLDER’S REDEMPTION

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

ISSUER’S REDEMPTION

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

TRANSFERS

Transfers of interests in the Bonds 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 or

its respective Subsidiaries will be effected by a reduction in the principal amount of the Bonds in
the register of Bondholders.
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TRUSTEE’S POWERS

In considering the interests of Bondholders while the Global Certificate is registered in the
name of a nominee for a clearing system, the Trustee may, to the extent it considers it appropriate
to do so in the circumstances, but without being obligated to do so, (a) have regard to any
information as may have been made available to it by or on behalf of the relevant clearing system
or its operator as to the identity 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 holders of the Bonds in respect of which the Global Certificate is issued.

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

The Issuer estimates that the net proceeds from the offering of the Bonds, consisting of the
gross proceeds less commissions and other estimated expenses payable by the Issuer in connection
with the offering of the Bonds, will be approximately U.S.$199.0 million. The net proceeds are
planned to be used for project construction and refinancing of the Group’s existing indebtedness.

The net proceeds the Group receives from the issue of the Bonds will be used in accordance
with the Green Bond Framework. See “Green Bond Framework” for more information.
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GREEN BOND FRAMEWORK

Overview of the Framework

The Company’s Green Bond Framework aims to demonstrate that the Group is developing a
green business and financing environmentally-friendly projects, so as to continue to promote the
Group’s sustainable corporate social responsibility strategy.

For each green bond issued by the Company, the Company is committed to follow the
International Capital Market Association (ICMA) Green Bond Principles, including:

(D
(2)
3)
(4)

Use of proceeds
Project evaluation and screening
Capital management

Report disclosure

Use of Proceeds

The proceeds of each green bond will be applied to the Group’s own operating projects in one
or more of the following categories:

Environmental Protection

Investment Project Type Typical Project Situation
1 Renewable energy ......... . Hydropower . Multiple hydropower
projects
. Recycling of biomass ¢ Multiple biomass
resources and other generation/cogeneration
new energy projects
application and
utilisation
. Solar photovoltaic . Multiple solar energy
power generation and related projects
solar thermal energy
application
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Environmental Protection

Investment Project Type Typical Project Situation

2 Pollution prevention, waste,  ® Waste management . Waste lead-acid

3

wasterwater prevention . . . ..

Sustainable water resources .

and prevention, and
recycling, processing
and utilisation of
renewable resources

Wastewater treatment,
and recycling,
processing and
utilisation of
renewable resources

Wastewater treatment

Sustainable
infrastructure for
clean or drinking
water, and sustainable
urban drainage system

battery disposal and
utilisation projects

Black odorous water
treatment, refuse
transfer station
construction projects

Sewage treatment
facility construction
projects

Government and
social capital
cooperation projects
for integrated water
supply construction

and engineering

. Sustainable .
infrastructure for inorganic hybrid
clean or drinking separation membrane
water projects

Organic and

Project Evaluation and Selection Process

° The Group will establish a stringent investment management mechanism and codify rules and
measures for outbound investments to enhance outbound investment efficiencies and reduce
investment risks.

° The Group’s outbound investments shall conform with national industrial policies and the
Group’s development plans. The industry or project of such investment should be closely
related to the Group’s operations with good prospects and economic benefits.

° Each outbound project investment must adhere to the following fundamental principles:

—  Comply with national laws, regulations and related industrial policies;

—  Align with the overall strategic blueprint and structural adjustment direction of the
province’s state-owned capital;

—  Conform with the Group’s development strategies and planning requirements;

—  Be conducive to distinguishing the Group’s core businesses and enhancing the Group’s
core competitiveness;

—  Non-core business investments should conform with adjustments and refinements in the
Group’s strategic direction, and shall not affect the development of core businesses;
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—  Investment scale should be compatible with the investment entity’s asset management
scale, asset liability level and actual operational capabilities; and

- Fully conduct scientific validation, focus on risks and ensure investment safety.

Project Evaluation Process

° In order to verify the project qualification, the Company and its subsidiaries and relevant
management departments collect information from various entities for review, including but
not limited to:

- Shuifa Group Co., Ltd.

- Shuifa Huaxia Group Co., Ltd.

- Shuifa Environmental Protection Group Co., Ltd.

- Shandong Water Conservancy Development Group Co., Ltd.
— Shuifa Public Utilities Group Co., Ltd.

—  China Water Development Industrial Energy Group Co., Ltd.
—  The Company’s other relevant management departments, etc.

° According to the development trend of the water conservancy industry, the Company’s
strategic planning, annual business goals and other factors, the Company shall systematically
and comprehensively formulate annual plans, and regularly conduct project management and
control and effectiveness review to maximize benefits.

Project Investment Management

° The Company has established, among others, a water business department, an agricultural
business department (marketing department), an energy business department and a cultural
tourism business department. Each project is reported through each department based on
project type. For new projects, the relevant business department is responsible for the
preliminary review, feasibility validation, risk analysis and preparation of relevant meeting
materials. After approval, the relevant business department is responsible for the specialised

investment, operation and management of the corresponding business segment.

(1) The feasibility analysis report will focus on the following:

accuracy of the project feasibility report’s conclusions;

- accuracy and control of, among other things, the project status, industry and
development prospects;

- authenticity, completeness and relevance of the document attachments to the
feasibility reports;

—  progressiveness, scientific validity and economic viability of technology
(processes) plans;
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- authenticity and accuracy of the feasibility report’s basis of preparation, testing
and computation methods and models and technical parameters, and
reasonableness and sufficiency of forecast data;

—  reasonableness of project investment amount or appraised value;
- feasibility and reasonableness of investment and financing plans;
- feasibility of the project organisation, management and operation mechanisms;

—  completeness, appropriateness and degree of compliance of disclosure, analysis
and handling of project risks and special issues; and

—  other review criteria.
(2) Project expert review

Reviewing experts for the project are required to complete the “Expert Review Opinion
on Shuifa Group Co., Ltd.’s Investment Project Feasibility Report (7K %% 4 [H A BR /A 7
PGB E AT RS )7 which will eventually form the review report of
the review committee and signed by all the committee members.

Impact on the environment

° The assessment of environmental benefits in the feasibility study of each qualified green
project requires an environmental impact assessment (EIA) in accordance with the local
requirements of the project. The assessment is carried out by a designated professional body
which prepares an EIA report. The results of the assessment include the identification and
analysis of the different environmental factors and their impacts on the environment
throughout the life cycle, as well as the description of measures needed to reduce the impact
on the environment. The unit responsible for the EIA report then submits the EIA report to the
local regulatory department, and the project is carried out after approval by the regulatory
department is secured.

Participation of stakeholders

° The main stakeholders in the life cycle of the project include the local regulatory department
of the project, employees, equipment suppliers, contractors, surrounding residents and
external legal counsel. The unit responsible for the project is responsible for the full
participation of the stakeholders through the inquiry and approval process, publicity, business
meetings, information sharing and other means.

Capital Management

° The board of directors approves the project leader and the business team for each project. The
relevant subsidiary will carry out the project implementation, set up the office, and
formulated the employee responsibility system, production and operation plan, enterprise
development strategy and specific operational measures. At the same time, such subsidiary
will conscientiously implement the Company’s regulations on investment management, paid
capital and contract management, and establish and improve the project financial
management system. The subordinate financial supervisor is then appointed by the
subsidiary, who acts for and on behalf of the subsidiary, and accepts the Group’s financial
inspection. In addition, every month’s operation status and details should be reported on a
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monthly basis to the Group’s headquarters. Any single fund amount exceeding the limit must
be reviewed by the Group’s capital management centre. The Company will ensure each of the
following is achieved:

—  Each investment project has a separate account, dedicated to special funds, and
regularly monitors cash flow, including the flow and delivery of funds.

—  The total expenditure of the green project and its accounts are updated frequently so that
the certification authority can assess the positive impact of each project on the
environment.

—  Unused project funds will be handled in accordance with the Group’s liquidity
management strategy. Unused project funds can be used as low-risk investments,
including time deposits, or for temporary working capital needs; but the ultimate goal of
the proceeds is to invest in green projects.

—  Maintaining a prudent financial management system. For more information, please refer
to “Shuifa Group Compilation of Rules and Measures — Shuifa Group Co., Ltd.’s
Centralised Capital Management Measures (7K % 52 [H] il B 52 4 — K LB AR A A E
<G B A BRI ).

° The Company also undertakes that the proceeds of green bonds shall not be utilised for the
following purposes:

- activities that violate national laws and regulations, international conventions and
agreements, or are subject to international bans and sanctions;

—  production or trade of weapons and ammunition;

—  production or trade of alcoholic beverages (except for beer and wine);

—  production or trade of tobacco;

—  enterprises engaged in gambling or casino operations or similar businesses;

—  production or trade of radioactive materials (excluding equipment which radioactive
source is considered insignificant and/or adequately shielded, for example, quality

control equipment); or

—  production or activities involving harmful or exploitative forced labour or harmful child
labour.

Progress Monitoring Internal Control and Information Disclosure

Internal Monitoring of Progress

Internal monitoring Content Frequency
1 The Company implements a centralised Details of funds used, Once a quarter
management system for fund management. etc.

This means the Group will have a cash
collection system. Any fund utilisation by a
subsidiary must be registered through the
system and subject to monitoring at the Group
level. If the amount of funds used is substantial,
approval of the relevant departments and
senior personnel is required. ..............
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Internal monitoring

Content Frequency

2 Subsidiaries review relevant project plans and
monitor the progress and effectiveness of the
project implementation ..................

3 The Group measures the progress of its
subsidiaries on a quarterly basis, reviews the
achievement of KPIs (project indicators),
monitors the progress of the projects, and
assesses whether there is any significant
environmental impact. .......... ... .. ....

4 Annual project review: Review the
implementation status and effectiveness of the
Group’s management system and develop an
optimization plan. ......................

Information Disclosure

Project progress, etc. Once a quarter

Sewage treatment
volume, solid waste
treatment volume, water
supply volume, power
generation volume, etc.

Once a quarter

Overall impact on the
environment and
assessment

Once a year

° Publish a green financing framework book through the Company’s official website, meetings,
etc., to showcase the Group’s investment in green projects, including but not limited to

information such as investment types.
° Project progress:

—  Projects under planning

—  Projects under construction

—  Completed projects

° Use of proceeds information:

—  The cumulative amount assigned to each eligible item

—  Balance of proceeds that have not yet been allocated

° The Company has created a website platform to maintain good communication with its
partners for existing and future sustainable financing activities and projects. The relevant

URL is http://www.sdsf.com.cn/.

External Review

The HKQAA has certified that the Bonds comply with the requirements of the HKQAA Green
Finance Certification Scheme. See “The HKQAA Green Finance Certification Scheme”.
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THE HKQAA GREEN FINANCE CERTIFICATION SCHEME

Information relating to the HKQAA in this Offering Circular have been obtained from public
sources, including the Green Finance Certification Scheme Handbook (as defined below) and
other publicly available information. Although this information is believed to be reliable, it has not
been independently verified by the Issuer, the Guarantor, the Joint Lead Managers, the Agents or
their respective directors, officers or advisers, and none of the Issuer, the Guarantor, the Joint
Lead Managers, the Agents and their respective directors and advisers makes any representation
as to the accuracy or completeness of that information.

THE HKQAA

The HKQAA is a non-profit distributing organisation by the Hong Kong Government and is
the only Hong Kong organisation accredited as a Designated Operational Entity by the Executive
Board of the Clean Development Mechanism (“CDM”) under the United Nations Framework
Convention on Climate Change to deliver CDM validation and verification services.

THE HKQAA GREEN FINANCE CERTIFICATION SCHEME

The HKQAA Green Finance Certification Scheme was developed with reference to, among
others, the CDM, the Green Bond Principles published by the International Capital Market
Association (the “ICMA Green Bond Principles”) and the Announcement of the People’s Bank of
China [2015] No. 39 (*FEI A RER1TA5[2015]15539%F) and the Catalogue of Projects Supported
by Green Bonds (#k (0 f& %5 & % % H #%) promulgated by the PBOC on 15 December 2015 (the
“PBOC Green Bond Categories”). The benefits of the HKQAA Green Finance Certification
Scheme include (i) an issuer being able to attract a larger and broader investor base that focuses on
making environmentally-friendly investments, (ii) recognising an issuer’s efforts in promoting
environmentally-friendly investment, (iii) providing confidence to investors on the ongoing green
performance of a particular debt instrument, (iv) encouraging the development of the green
economy and (v) promoting a common understanding of green finance.

Under the HKQAA Green Finance Certification Scheme, an applicant may apply for either (i)
a pre-issuance stage certificate or (ii) a post-issuance stage certificate.

An applicant may apply for a pre-issuance stage certificate ahead of an issuance of a Green
Finance financial instrument. A Green Finance financial instrument is defined in the handbook of
the HKQAA Green Finance Certification Scheme (the “Green Finance Certification Scheme
Handbook™) as a financial instrument for achieving economic growth while reducing pollution
and greenhouse gas emissions, minimising waste and improving efficiency in the use of natural
resources. A pre-issuance stage certificate is an “as-at” certificate and provides assurance that the
applicant’s past activities (up to the issuance date of the pre-issuance stage certificate) complies
with the HKQAA Green Finance Certification Scheme.

As part of the application for a pre-issuance stage certificate, an applicant is required to
complete the relevant application forms (including a self-declaration form) and provide an
Environmental Method Statement to the HKQAA which will assess and validate its adequacy in
producing a positive environmental effect. An Environmental Method Statement shall include:

(i) the intended secondary class of classification (“Green Category(ies)”) in Appendix A

of the Green Finance Certification Scheme Handbook and a description of the positive
environmental effect resulting from such Environmental Method Statement;
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(i1) aselection mechanism for projects proposed by the applicant to be funded by a specified
financial instrument for achieving economic growth while reducing pollution and
greenhouse gas emissions, minimising waste and improving efficiency in the use of
natural resources, that either fulfil the eligibility criteria set by the applicant for the
specific Green Category(ies) or have the capability to make a positive impact on the
environment (“Green Project(s)”’) and Green Project eligibility criteria of the specified
Green Category;

(iii) a Green Project evaluation mechanism;
(iv) a use and management of proceeds plan;
(v) an information disclosure plan;

(vi) an impact assessment plan; and

(vii) a plan to engage with the public, including individuals, groups or communities, affected,
or likely to be affected, by the proposed project activity, or actions leading to the
implementation of such an activity (a “Stakeholder Engagement” plan).

An annual surveillance assessment by the HKQAA to verify and examine the applicant’s
continual conformance and fulfilment of all the requirements under the HKQAA Green Finance
Certification Scheme is not required.

When the HKQAA has completed its assessment and validation of the Environmental Method
Statement and no non-conforming issues are outstanding, it will make a recommendation of
certification to the Certification Review Board which reviews and approves the recommendation.
Upon such approval, a pre-issuance stage certificate and a Certification Mark (a trademark
designed by the HKQAA indicating that the applicant’s Green Finance financial instrument is duly
certified under the HKQAA Green Finance Certification Scheme) are issued to the applicant.

Once a pre-issuance stage certificate has been issued, the applicant’s Environmental Method
Statement will be accessible via the HKQAA website. Such pre-issuance stage certificate will only
be valid if the applicant’s Environmental Method Statement for the time being corresponds to the
version of the applicant’s Environmental Method Statement accessible via the HKQAA website.

If an applicant makes any change to its Environmental Method Statement after the issuance of
a pre-issuance stage certificate, the corresponding pre-issuance stage certificate will be regarded
as invalid. An applicant shall inform the HKQAA in writing for any change in its Environmental
Method Statement within one month after the occurrence of any foreseeable or actual changes. An
applicant has to make a new application to the HKQAA for the certification of the revised
Environmental Method Statement.

On 16 October 2020, the HKQAA issued a pre-issuance stage certificate certifying that the
Bonds comply with the requirements of the HKQAA Green Finance Certification Scheme.

HKQAA CERTIFICATION DISCLAIMER

The issuance of the HKQAA Pre-issuance Stage Certificate relating to the Bonds by the
HKQAA is based solely on the Green Finance Certification Scheme Handbook and does not, and is
not intended to, make any representation or give any assurance with respect to any other matter
relating to the Bonds or any eligible green projects, including but not limited to this Offering
Circular, the transaction documents, the Company or the management of the Company.
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The issuance of the HKQAA Pre-issuance Stage Certificate relating to the Bonds by the
HKQAA was addressed solely to the Company and is not a recommendation to any person to
purchase, hold or sell the Bonds and such certification does not address the market price or
suitability of the Bonds for a particular investor. The certification also does not address the merits
of the decision by the Company, or any third party to participate in any eligible green projects and
does not express and should not be deemed to be an expression of an opinion as to the Company or
any aspect of any eligible green projects (including but not limited to the financial viability of any
eligible green projects) other than with respect to conformance with the Green Finance
Certification Scheme Handbook.

In issuing the HKQAA Pre-issuance Stage Certificate, HKQAA shall not be liable for any
loss or damage suffered by any person whatsoever or howsoever caused by, arising from and/or in
connection with, whether directly or indirectly, the certification of the Bonds. The HKQAA
Pre-issuance Stage Certificate does not and is not in any way intended to address the likelihood of
timely payment of interest when due on the Bonds and/or the payment of principal at maturity or
any other date.

The HKQAA Pre-issuance Stage Certificate may be withdrawn at any time in HKQAA'’s sole

and absolute discretion and there can be no assurance that the HKQAA Pre-issuance Stage
Certificate will not be withdrawn.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth the consolidated total indebtedness (both short-term and
long-term portions), total owner’s equity and total capitalisation of the Group as at 30 June 2020 (i)
on an actual basis, and (ii) on an adjusted basis to give effect to the issue of the Bonds before
deducting the commissions and other estimated expenses payable in connection with the offering
of the Bonds.

The summary consolidated financial information below should be read in conjunction with
the Audited Financial Statements and the Reviewed Financial Statements and the notes to those
financial statements included elsewhere in this Offering Circular.

As at 30 June 2020

Actual As adjusted
(U.S.$ in (U.S.$ in
(RMB in ’000) ’000)" (RMB in ’000) ’000)
Short-term indebtedness
Short-term loans ............. 9,350,203 1,323,435 9,350,203 1,323,435
Current portion of
non-current liabilities ....... 8,014,484 1,134,377 8,014,484 1,134,377
Total short-term indebtedness .. 17,364,687 2,457,812 17,364,687 2,457,812
Long-term indebtedness
Long-term loans .............. 24,545,422 3,474,179 24,545,422 3,474,179
Bonds payable ............... 17,305,356 2,449,414 17,305,356 2,449,414
Long-term payables ........... 11,564,178 1,636,803 11,564,178 1,636,803
Bonds to be issued® .......... - - 1,413,020 200,000
Total long-term indebtedness ... 53,414,956 7,560,396 54,827,976 7,760,396
Total indebtedness® ........... 70,779,643 10,018,208 72,192,663 10,218,208
Total equity ................... 30,489,114 4,315,454 30,489,114 4,315,454
Total capitalisation® ..... ... .. 101,268,757 14,333,662 102,681,777 14,533,662

Notes:

(1)  For convenience only, all translations from Renminbi into U.S. dollars are made at the rate of RMB7.0651 to
U.S.$1.00, based on the noon buying rate as set forth in the H.10 statistical release of on 30 June 2020.

(2)  This amount represents the aggregate principal amount of the Bonds to be issued, before deducting the commissions
and other estimated expenses payable by the Issuer in connection with the offering of the Bonds.

(3)  Total indebtedness equals the sum of short-term indebtedness and long-term indebtedness.

(4)  Total capitalisation equals the sum of total indebtedness and total equity.

Since 30 June 2020, the Group’s total indebtedness has increased mainly due to increases in
short-term loans, current portion of non-current liabilities and long-term loans. The increase in
short-term loans was attributable to new loan facilities obtained from banks to supplement the
Group’s working capital. The increase in current portion of non-current liabilities was mainly
attributable to increases in long-term loans and financial leasing amounts in 2020. The increase in
long-term loans was primarily due to the increase of long-term borrowings from banks and other
financial institutions to meet the capital requirements of the Group’s new projects. The increase in
the Group’s total indebtedness was partially offset by a decrease in bonds payable due to the
reclassification of certain amounts to current portion of non-current liabilities. In addition, the
Group’s total equity recorded an increase primarily as a result of increases in other comprehensive
income and special reserve.
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In May 2020, the Issuer issued bonds in an aggregate amount of U.S.$350,000,000 and a
coupon rate of 4.30% (the “May 2020 Bonds™). In August 2020, the Group issued additional May
2020 Bonds in an aggregate principal amount of U.S.$50,000,000, which were consolidated and
form a single class with the May 2020 Bonds issued in May 2020. The total aggregate outstanding
amount of the May 2020 Bonds as at the date of this Offering Circular is U.S.$400,000,000. In
September 2020, the Guarantor issued one-year private placement bonds in an aggregate principal
amount of RMB1.5 billion and a coupon rate of 4.12%. In the same month, the Guarantor also
issued two super short-term notes in aggregate principal amounts of RMB1.5 billion and RMB1.0
billion and coupon rates of 3.53% and 3.40%, respectively. In October 2020, the Guarantor issued
five-year medium-term notes in an aggregate principal amount of RMB1.0 billion and a coupon
rate of 4.28%. In January 2021, the Guarantor issued super short-term private placement notes in
an aggregate principal amount of RMBO.5 billion and a coupon rate of 4.58%. As at the date of this
Offering Circular, the entire principal amounts of the foregoing debt securities remain outstanding.

Except as otherwise disclosed above, there has been no material change in the consolidated
capitalisation and indebtedness of the Group since 30 June 2020.
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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 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 Renminbi appreciated by 2.0%. against 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 U.S. dollar from 0.3%. to 0.5%. around the central parity
rate. This allows Renminbi to fluctuate against U.S. dollar by up to 0.5%. above or below the
central parity rate published by PBOC. The floating band was further widened to 1.0%. on 16 April
2012. These changes in currency policy resulted in Renminbi appreciating against U.S. dollar by
approximately 26.9%. from 21 July 2005 to 31 December 2013. On 14 March 2014, PBOC further
widened the floating band against U.S. dollar to 2.0%. On 11 August 2015, PBOC announced to
improve the central parity quotations of Renminbi against U.S. dollar by authorising
market-makers to provide central parity quotations to the China Foreign Exchange Trading Centre
daily before the opening of the interbank foreign exchange market with reference to the interbank
foreign exchange market closing rate of the previous day, the supply and demand for foreign
exchange as well as changes in major international currency exchange rates. Following the
announcement by PBOC on 11 August 2015 and until the date of this Offering Circular, Renminbi
has both depreciated and fluctuated significantly against U.S. dollar. The PRC government may
adopt further reforms of its exchange rate system, including making Renminbi freely convertible in
the future.

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

Renminbi per U.S. dollar Noon Buying Rate”

Period End Average® High Low
(RMB per U.S.$1.00)

2015 oo 6.4778 6.2869 6.4896 6.1870
2016 ... 6.9430 6.6549 6.9580 6.4480
2017 oo 6.5063 6.7350 6.9575 6.4773
2018 6.8755 6.6292 6.9737 6.2649
2019 . 6.9618 6.9014 7.1786 6.6822
2020
September ................... 6.7896 6.8106 6.8474 6.7529
October...................... 6.6919 6.7254 6.7898 6.6503
November.................... 6.5760 6.6029 6.6899 6.5556
December.................... 6.5250 6.5393 6.5705 6.5208
2021
January .......... .. .. .o 6.4282 6.4672 6.4822 6.4282
February..................... 6.4730 6.4601 6.4869 6.4344
March (through 5 March) ...... 6.4960 6.4736 6.4960 6.4648
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 and semi-annual averages have been calculated from month-end rate. Monthly averages have been calculated
using the average of the daily rates during the relevant period.
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DESCRIPTION OF THE ISSUER
OVERVIEW

The Issuer is a limited liability company incorporated under the BVI Business Companies
Act, 2004. It was incorporated in the British Virgin Islands on 17 June 2019 with Shuifa
International Holdings Co., Limited (/KX [EFR#E A PR/ 7)) as its sole shareholder, which, in
turn, is wholly-owned by the Guarantor. Its registered office is at Ritter House, PO Box 3170, Road
Town, Tortola VG1110, British Virgin Islands.

BUSINESS ACTIVITY

The Issuer was established with full capacity to carry on or undertake any business or activity,
do any act or enter into any transaction and has full rights and powers for the above purposes set
out in its memorandum of association. The Issuer does not sell any products or provide any
services and it has undertaken no business activities since the date of its incorporation, other than
those incidental to its incorporation and establishment as an indirect wholly-owned subsidiary of
the Guarantor and those incidental to the issue of debt securities, including the Bonds.

FINANCIAL STATEMENTS

Under British Virgin Islands law, the Issuer is not required to publish interim or annual
financial statements. The Issuer has not published, and does not propose to publish, any financial
statements. The Issuer is, however, required to keep proper books of account as are necessary to
give a true and fair view of the state of the Issuer’s affairs and to explain its transactions.

DIRECTORS AND OFFICERS

The sole director of the Issuer is Jianzhong Feng and he does not hold any shares or options to
acquire shares of the Issuer. The Issuer does not have any employees and has no subsidiaries.

LEGAL PROCEEDINGS

As at the date of this Offering Circular, the Issuer is not involved in any litigation or
arbitration proceedings, and it is not aware of any pending or threatened action against it.
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DESCRIPTION OF THE GROUP
OVERVIEW

The Group is a leading state-owned conglomerate that focuses on the provision of
comprehensive water-related services and solutions, ranging from hydraulic engineering
construction, water supply, wastewater treatment to clean energy. In particular, it has taken on a
key role in the implementation of the Shandong Provincial Government’s blueprint for the
province with respect to the reform and development of water resources. Since its establishment in
2009, the Group has successfully developed into a well-known water enterprise with sizeable
assets and on such solid foundation, it has increasingly expanded its business portfolio to cover
various other businesses, such as modern agriculture, cultural tourism, medical and health care and
real estate development. This has led to the diversification of the Group’s earnings base and
enabled it to increase its profitability through new revenue streams. For the years ended 31
December 2017, 2018 and 2019, the Group’s operating revenue was approximately RMBS5,782.1
million, RMB11,067.7 million and RMB21,337.8 million, respectively, growing at a CAGR of
approximately 92.1% from 2017 to 2019. For the six months ended 30 June 2019 and 2020, the
Group’s operating revenue was approximately RMB7,094.6 million and RMB12,125.3 million,
respectively. Over the years, the Group has received various honours and awards in recognition of
its business achievements, such as “Enterprise of AAA Credit” by China Water Engineering
Association in 2016, “2016 Shandong Lushui Cup Excellent Hydraulic Engineering Project of the
Year (20164 B 11 A &Ik B 7K F| THE)” by the Shandong Provincial Department of Water
Resources, “Dayu Hydraulic Science and Technology Award (First Class Award) (K & 7K | B} 8 57
fif#% (—44%) )” by Dayu Hydraulic Science and Technology Awards Committee and “Shandong
Science and Technology Progress Award (Second Class Award) (111 3 & B3 1l 3EA 48 (55 48) ) by
the Shandong Provincial Government in 2018.

The Group’s core water business has seen rapid growth with current domestic geographic
coverage spanning 26 provinces in the PRC and in particular, 16 cities and regions across
Shandong Province. In addition, the Group successfully established operations in overseas
markets, including the People’s Republic of Bangladesh, Myanmar and Nepal. Giving
consideration to certain relevant policies of Shandong SASAC, its main shareholder, the Group
recently reclassified its businesses into three principal segments, namely (i) water business, (ii)
modern agriculture, and (iii) cultural tourism:

° Water business

—  Hydraulic engineering construction. The Group is one of the principal investment and
financing platforms carrying out hydraulic engineering construction on behalf of the
Shandong Provincial Government. As at 30 June 2020, approximately over 66.0% of the
Group’s hydraulic construction projects were located in Shandong Province, with the
remaining situated in other regions of the PRC and overseas markets. For the six months
ended 30 June 2020, the Group had contracted a total of 167 hydraulic construction
projects with an aggregate contractual amount of RMB3.4 billion, of which 46 had been
completed.

—  Water supply. The Group’s water supply business primarily comprises the provision of
water to both industrial and residential users in Shandong Province, covering cities and
towns such as Weifang, Taian, Dezhou, Rizhao, Jining, Heze and Liaocheng, and being
the largest water supplier in these areas in terms of volume. As at 30 June 2020, the
Group had 129 raw water pump stations and 48 water supply plants, with an aggregate
designed daily supply capacity of approximately 4.1 million cubic metres.

—  Wastewater treatment. Part of the Group’s initiative to align its development with the

province’s overall direction of building an ecological civilisation, its wastewater
treatment business primarily comprises the treatment of (i) municipal and industrial
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wastewater and (ii) landfill leachate, before discharge into surface and ground waters in
accordance with relevant national and local standards. As at 30 June 2020, the Group
had a total of over 24 wastewater treatment plants in operation across Shandong
Province, Fujian Province, Jilin Province, Shanxi Province and Anhui Province.

—  Clean energy. The Group’s clean energy business is a recent addition in active response
to the national call for energy savings and emission reduction and includes photovoltaic
power generation, hydropower generation, biomass power generation, central heating,
urban gas services and natural gas. With increasing focus placed on this segment, the
Group had undertaken various acquisitions to grow its operations, 1nclud1ng the e u1ty
acquisition of Dalian Energas Gas-System Co., Ltd. (j(é{j&/u BB A A R 2
at the end of 2018 so as to expand into 11quefled natural gas and natural gas operatlons
as well as the equity acquisition of China Shuifa Singyes Energy Holdings Limited ("
B 7K 3% B 2 /ﬁ%@ﬁﬁﬁ/\ 7)) (formerly known as China Slngyes Solar Technologles
Holdings Limited (B8 3% K P #E %mﬁﬂﬁﬁﬁﬁ/\ F])) (“Singyes Solar”) in

November 2019 to further enhance its busmess scale.

Modern agriculture. The Group’s modern agriculture business primarily entails the
provision of a broad assortment of innovative modern agricultural products and services
utilising advanced technologies, ranging from construction of planting bases, agricultural
and ancillary product processing, agriculture-related financial services, agriculture
information technology services, to agriculture advisory and branding. As at 30 June 2020,
the Group held equity interests in more than 50 agricultural professional cooperatives in the
PRC.

Cultural tourism

—  Medical and health care. The Group’s medical and health care offerings include
medical and elderly care, Chinese medication and maternal and child care. It generates
revenue for this sub-segment primarily through medical services provided at its hospital
facilities and from the supply of pharmaceuticals and medicines.

—  Real estate development. The Group engages in the development and sales of residential
properties in the PRC and provides property management services for such properties.
As at 30 June 2020, the Group had 24 property development projects with a total GFA of
approximately 4.7 million sq.m. in the PRC, including three completed properties and
21 projects under construction.

- Cultural tourism. The Group’s cultural tourism business primarily comprises
traditional tourism services such as travel agency services for national parks and natural
scenic attractions, cultural industry related operations including publishing, filming and
advertising media, investment management relating to the cultural industry and other
integrated tourism services relating to health care and education.

Other businesses. The Group also engages in other ancillary business activities, including (i)
equity investment, (ii) purchases and sales of goods, and (iii) the provision of services
relating to hydraulic consultation, hydraulic design, supervision of hydraulic works and
heating and power supply pipeline connection.

Staying true to its fundamental “Benefiting People, Green, Intelligence” development

strategy, the Group has become a water mega-enterprise with the largest asset scale, most
integrated industry chain and strongest comprehensive business strength in Shandong Province. It
also enjoys a leading position among the country’s provincial-level hydraulic investment and
financing platforms. As at 31 December 2017, 2018 and 2019 and 30 June 2020, the Group had
total assets of approximately RMB47,454.6 million, RMB75,989.4 million, RMB107,135.3
million and RMB119,475.9 million, respectively, and net assets of approximately RMB9,579.0
million, RMB19,304.2 million, RMB26,306.5 million and RMB30,489.1 million, respectively.

COMPETITIVE STRENGTHS

The Group believes that the following strengths are key to its consistent growth and enable

the Group to compete successfully within the industries in which it operates:
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Strong support from the Shandong Provincial Government

Given the Group’s role and function in the government’s plan to improve the state of water
resources in Shandong Province, it has also received strong financial support from the Shandong
Provincial Government for its business and operational development in the form of, among others,
capital injection, government capital contribution and government subsidies:

° Capital contributions. Since its incorporation, the Group has received substantial
capital injections from the Shandong Provincial Government on 28 occasions . As at 30
June 2020, the Shandong Provincial Department of Water Resources had made capital
injections that amounted in aggregate to approximately RMBS5,381.8 million pursuant to
the approval of the Shandong Provincial Government. See “— History and Development”
below for further information.

° Government subsidies. For the years ended 31 December 2017, 2018 and 2019 and the
six months ended 30 June 2019 and 2020, the Group received government subsidies of
approximately RMB132.2 million and RMB247.5 million, RMB495.6 million,
RMB119.8 million and RMB190.6 million, respectively, from various government
authorities in relation to its business development and operations. See Notes 6.32, 6.45,
6.48 and 6.55 to the 2018 Audited Financial Statements, Notes VIII.39 and VIII.51 to the
2019 Audited Financial Statements and Notes VIII.38 and VIII.50 to the Reviewed
Financial Statements included elsewhere in this Offering Circular for details of the
government subsidies received by the Group for the years ended 31 December 2017,
2018 and 2019 and the six months ended 30 June 2019 and 2020.

e  Equity transfers. In 2016, the Shandong Provincial Department of Water Resources
transferred the equity interests of 22 enterprises to the Group in accordance with Lu
Zheng Banfa [2016] No. 39 Document (4 BUHFE$[2016]39%F CF). In July 2018, the
Shandong Provincial Government approved the proposed gratuitous equity transfers of
Shandong Agricultural Industrial Group Corporation (LI % 22 E FEE A A),
Shandong Agricultural Financing Guarantee Co., Ltd. (LI & 2 ERUEVE R A BRA 7))
and certain other entities from the Shandong Provincial Department of Agriculture to
the Group as part of the reorganisation of those entities and to establish the Group as the
sole agricultural investment and financing platform in Shandong Province.

° Operational and management support: In addition, a substantial majority of the
Group’s directors are appointed by Shandong SASAC and reserved matters such as
director compensation are decided by the Group’s shareholders, including Shandong
SASAC and the Shandong Provincial Council for Social Security Fund. Further, given
that the Group’s major decisions concerning investment and financing of key hydraulic
projects and asset disposals are subject to review and approval at the Shandong
Provincial Water Conservancy Construction Investment and Financing Joint Conference
comprised of Shandong SASAC, the Shandong Provincial Department of Finance and
the Shandong Provincial Department of Water Resources and is generally convened by
the deputy governor of the provincial government in charge of hydraulic works, this
effectively means the relevant government authorities do pay particular attention to the
Group’s business development. All of the foregoing speaks volumes of the Group’s close
relationship with Shandong SASAC and the Shandong Provincial Government and the
operational support it can garner from them.

Such government support has enabled the Group to partake in more capital-intensive and
large-scale projects with time, thereby ensuring the constant upgrading of its construction
competencies and the expansion of its operational scale. This has been instrumental toward the
building of the Group’s leading market position in Shandong Province, and the Group believes that
it will continue to maintain such leadership in hydraulic engineering construction.
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Principal government investment and financing platform for hydraulic engineering
construction in Shandong Province

As one of the principal investment and financing platforms carrying out hydraulic
engineering construction on behalf of the Shandong Provincial Government, the Group is
well-positioned to benefit, and believes it will continue to benefit, from strong government support
for its continued growth and development. In particular, the alignment of the Group’s business
plans and strategies with the province’s hydraulic infrastructure related policies has greatly
contributed to its success. Notwithstanding the substantial financial expenditures that the
provincial government has always permitted to be incurred with respect to its agricultural, forestry
and water development activities, including hydraulic engineering construction projects and
works, investment in hydraulic engineering construction became a primary focus pursuant to the
Shandong Province Hydraulic Development 13th Five-Year Plan (111 3% /K F| 5% &+ = 8 8)
as part of renewed efforts to tackle serious issues relating to provincial water resources. The Group
has capitalised on the opportunities presented by such government policies and financial spending
to build a reputable track record in terms of taking on the main contractor role in major hydraulic

engineering construction projects, such as the Huangshui East Diversion Emergency Project (# 7K
HUHME 2 L) and the Plain Reservoir Project (°F-Ji/K BiIH H ).

The Group’s dominant role in Shandong’s water sector is also evident from various
governmental directions, such as the Notice of the Shandong Provincial State-owned Assets
Supervision and Administration Commission on Printing and Distributing the Establishment Plan
of Shandong Water Development Group Co., Ltd. (Lu Guo Asset Rights [2017] No. 8) (LI #
L 2 [ BT 1L RO RS % R A A PR R AL T AR ) (R HE Y (2017) 89%)) which
designated the Group as the responsible entity for the investment and financing, construction and
operation management of major provincial hydraulic projects in Shandong as entrusted by the
Shandong Provincial Department of Water Resources, the Minutes of the Meeting of the Shandong
Provincial Government ([2012] No. 8) (IR E AN RBUF & HALZ)( (2012) 2589%)) which
approved the government’s investment, through the Group, that will amount to 20.0% of total
investment of construction projects relating to a plain reservoir along the Yellow River, and the
Minutes of the Special Meeting of the Shandong Provincial Government on the Construction of
Key Flood Control and Disaster Reduction Projects ([2019] No. 5) (CLL R A N BB 5 BB 3
FTFREREE TS ESHRAZ)( (2019) 59%)) which set out the Shandong Provincial
Government’s decision to accelerate construction of phase 2 of the Huangshui East Diversion
Emergency Project and the proposal for funding needs of flood control and disaster mitigation
projects to be prioritised, including the potential issue of special bonds as a financing source.

Consequently, the Group has been able to undertake the construction of large-scale water
infrastructure within the province, which in turn bears testament to its importance in the
government’s objective to protect vital water resources and safeguard public water safety,
including as follows:

° Water resources: In conjunction with the Rural Drinking Water Safety Projects and the
Rainwater Utilisation Resources Projects, the Group was commissioned by the
provincial government to cooperate with local governments in the construction of plain
reservoirs and related water supply network.

° Cross-regional diversion water engineering: As a leading state-owned investment and

financing platform for hydraulic engineering construction, the Group is in charge of
construction of large scale cross-regional water diversion engineering projects.
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° Municipal water reserve: In accordance with urban drinking water safety requirements,
the Group was commissioned by local governments to construct a second water supply
source for respective cities, including the construction of water supply pipelines and
water plants, so as to ensure municipal water safety.

° Environmental protection: The Group is specifically authorised by the government to
carry out the construction of sewage treatment plants, garbage treatment plants and river
treatment engineering for urban or industrial parks.

Given the important role of the Group in safeguarding water sources in Shandong Province
and undertaking the construction of large-scale water supply facilities, there is, with respect to its
business, a public welfare angle stemming from the supply of water for the people's livelihood, a
resources angle as a result of ensuring economic and social development, and an infrastructure
angle from servicing the construction of urban parks. This unique combination has enabled the
Group to enjoy relative regional exclusivity and thereby achieve a near-monopolistic position in
the province’s water industry.

Comprehensive business portfolio spanning the entire water industry chain

The Group offers an ever-expanding integrated range of water related services and products
covering hydraulic engineering and construction, water supply, wastewater treatment to the newest
addition of clean energy. For example, the Group’s hydraulic engineering construction business
has evolved from the provision of traditional construction services to include financing,
consultation, planning and supervision, design, tendering agency services and sales of hydraulic
construction products. Alongside the expansion of its offerings, the Group has ensured that its
operating subsidiaries carrying out such activities possess proven expertise and qualifications,
such as Shandong Water Construction which holds a Level I qualification for general contracting
of hydraulic and hydropower construction works, as well as Level III qualifications for
environmental engineering, building construction works, steel structure works, metal structure
manufacturing and installation, municipal public works, highway works and bridge engineering
construction. As a testament to its capabilities, the Group has successfully expanded its hydraulic
engineering construction operations in recent years into certain overseas markets and undertaken
important projects in such countries, such as the Dredging of the Bangladeshi River Project (& /il
P 3E 5% T H ), the Bangladesh Dhaka Centre Prison Development Project (i Il % < H 0 B
FKEH%ETH H), the Nigeria Port and Industrial Park Construction Project (%% & F1| 5 {5 11 B T35 7] &
#IH H ), the Myanmar Gonghai Hydropower Station Project (Afifil # /K &E 455 HH) and the
Cambodian Shangding Waterworks Project (W3fiZ& & T /KRIH H).

As the largest raw water supplier in Shandong Province in terms of volume, the Group had 68
water supply projects as at 30 June 2020 with an aggregate daily supply capacity of 6.2 million
cubic metres, that can serve approximately 45.7 million urban users and 76 million rural users. As
at the same date, the Group had 129 raw water pump stations and the supply pipeline network of
the Group extends over 9,762 kilometres and includes both raw water pipes and end-user water
pipes. The scale of the Group’s wastewater treatment operations has also grown significantly since
its commencement in 2014, with more than 24 located in Shandong Province, Fujian Province,
Jilin Province, Shanxi Province and Anhui Province being operated by the Group at 30 June 2020.
In addition, the Group provides certain ancillary services, namely related to hydraulic
consultation, hydraulic design, supervision of hydraulic works and heating and power supply
pipeline connection services. Furthermore, the Group has not stopped its efforts to continue adding
to its water capabilities and ongoing research and development initiatives relate to hydraulic or
agricultural automation technologies and products, modern water resources management (such as
automated control of reservoirs, water gates, water plants or irrigation areas), rural drinking water
safety and efficient water-saving irrigation related informatics, as well as the construction of
hydraulic data centres at the provincial, urban and county-levels.
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Diversified earnings base with multiple, stable and recurring revenue streams

Leveraging the Group’s operating history and proven track record in its core water
businesses, it has expended significant efforts to add related businesses also centred on “clean
living” to its portfolio, such as medical and health care, modern agriculture and cultural tourism.
Consequently, the Group has achieved a diversified yet synergistic earnings base comprising
revenue from multiple stable sources. For example, the Group’s operating revenue generated from
its modern agriculture business segment increased from RMB269.0 million for the year ended 31
December 2017 to RMB5,449.4 million for the year ended 31 December 2019. Designated by the
Shandong Provincial Government to be the sole agricultural investment and financing platform in
Shandong Province, the Group provides a comprehensive offering of efficient and high-end
agricultural development and production services, including, among others, construction of
planting bases, agricultural and ancillary products processing, agriculture-related financial
services, agriculture information technology services, agriculture consulting services and brand
promotion. As at 30 June 2020, the Group had equity interests in more than 50 agricultural
professional cooperatives in the PRC.

The Group’s focus on growing its cultural tourism business, specifically the integrated
business development of its engagement in medical and health care, real estate and tourism, has
provided it with a new revenue source that is gaining momentum. The Group’s operating revenue
generated from its cultural tourism business segment increased from RMB1,471.1 million for the
year ended 31 December 2017 to RMB3,278.8 million for the year ended 31 December 2019. In
particular, the Group’s medical and health care segment has expanded its offerings since
commencement in 2014 to now cover medical and elderly care, Chinese medication and maternal
and child care, with income from medical services provided at its hospital facilities and from the
supply of pharmaceuticals and medicines. Another contributor to this new revenue source for the
Group is its cultural tourism sub-segment, which comprises traditional tourism services such as
travel agency services in respect of national parks, cultural industry related operations, investment
management relating to the cultural industry and other integrated tourism services relating to
health care and education. As at the date of this Offering Circular, the Group has been contracted to
carry out several representative tourism projects such as Fujian Yundingshan Project (& JH 11|
JH H) and Jiangxi China Dongdu Project (YI.P4 H [ i &R IE H ).

Active expansion in the clean energy business has led to increasing profit

The Group’s strategy to add clean energy as a new business line through mergers and
acquisitions primarily involving mature targets and thereby extend its water portfolio in an
efficient manner has gained momentum in recent years, and is proving to be an important revenue
growth driver. As at 30 June 2020, the Group’s completed projects include 26 photovoltaic power
generation projects with an aggregate installed capacity of approximately 570.5 megawatts, 23
hydropower generation projects with an aggregate installed capacity of approximately 361.0
megawatts, ten biomass power generation projects with an aggregate installed capacity of
approximately 259.0 megawatts, ten central heating projects with a coverage area of approximately
57.8 million square metres and eight urban natural gas projects with an aggregate daily supply
volume capacity of approximately 2.4 million cubic metres. For the years ended 31 December
2017, 2018 and 2019, the Group’s operating revenue generated from its clean energy business was
approximately RMB337.3 million, RMB1,694.4 million and RMB4,327.9 million, respectively,
representing a CAGR of approximately 258.2% from 2017 to 2019. For the six months ended 30
June 2019 and 2020, the Group’s operating revenue generated from its clean energy business was
approximately RMB1,386.8 million and RMB4,209.7 million, representing approximately 19.6%
and 34.7% of the Group’s operating revenue for the same period. The Group’s gross profit margin
of its clean energy business for the years ended 31 December 2017, 2018 and 2019 and the six
months ended 30 June 2019 and 2020 was approximately 24.0%, 31.2%, 18.9%, 23.0% and 19.0%,
respectively.
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The Group believes that the active expansion of its clean energy business not only enhances,
but enables it to fully realise, the synergies among its core water-related segments, share
competitive advantages across business lines, optimise resource allocation efficiency and
contribute to achieving its overall targets. As such, the Group has continued to pursue
opportunities to grow its offerings, as demonstrated by the further addition of liquefied natural gas,
natural gas operations and renewable energy to its operations through the equity acquisition of
Energas Shares, a listed company on the Shanghai Stock Exchange (stock code: 603318) at the end
of 2018 and the acquisition of Singyes Solar, a listed company on the main board of the SEHK
(stock code: 00750) in November 2019.

Prudent financing structure and diversified funding channels

The Group funds its project development through various financing channels, such as bank
loans, debt securities and financial leasing arrangements. Over the years, the Group has cultivated
relationships with a number of reputable commercial banks and financial institutions in the PRC,
including Industrial and Commercial Bank of China, China Development Bank, Agricultural
Development Bank of China, China Construction Bank, The Export-Import Bank of China, Bank
of China, Bank of Communications, China Everbright Bank, China Merchants Bank, Postal
Savings Bank of China, Agricultural Bank of China, China Citic Bank, Hua Xia Bank, Industrial
Bank Co., Ltd. and Ping An Bank, providing a solid foundation for the Group to access capital. As
at 30 June 2020, the Group had total credit facilities of approximately RMB79.9 billion, of which
approximately RMB34.3 billion had not been utilised. As at the same date, the Group’s
interest-bearing indebtedness amounted to approximately RMB70.6 billion, which is comprised as
to 53.0% by bank loans, 30.0% by debt securities, and 17.0% by financial leasing arrangements
and trusts. As at 30 June 2020, the Group had issued 15 outstanding domestic bonds with a total
principal amount of RMB15.7 billion, which is comprised of medium-term notes in the amount of
RMB2.4 billion, corporate bonds in the amount of RMB9.3 billion, private placement notes in the
amount of RMB1.5 billion and ultra short-term financing notes in the amount of RMB2.5 billion.
As at the same date, the Group had issued three outstanding offshore bonds with a total principal
amount of US$1 billion.

The Group also leverages its excellent financial performance and credibility to access direct
financing from capital markets through both public and private issuances of debt securities in the
PRC. In 2019, the Group has received a stable “AA+” rating from Golden Credit Rating
International Co., Ltd. (3R J5 &l B B (5 HI 5P A BR /A ¥) and a stable “AAA” Dagong Global
Credit Rating Co. Ltd. (K2 B B & (F 51454 BR A A), both credit rating agencies in the PRC. In
2020, the Group has received a stable “AAA” rating from another PRC credit rating agency United
Credit Ratings Co., Ltd. (¥t 515 F#F 8 A FR A H]). The Group carefully manages the duration of
its indebtedness to ensure its liquidity and sustainable funding. As at 30 June 2020, the Group’s
indebtedness due within one year (including short-term loans and non-current liabilities due within
one year) represented 19.5% of its total indebtedness. The Group believes that its financial
leverage is still at a manageable level to provide it with funding headroom and financing flexibility
and the diversity of its resources will provide it with sufficient capital for future support and
expansion.

Sound corporate governance with experienced senior management team

The Group has established a sound and effective corporate governance structure which covers
aspects from financial and capital management matters, risk management, production safety,
corporate personnel, information disclosure obligations, related party transactions, third-party
guarantees to emergency incidents. A comprehensive three-tier internal management structure
comprising the board of directors, the general manager and 13 departments is also in place to
ensure that daily operations comply with applicable laws and internal risk control mechanisms. For
more details, see “— Internal Control” and “Directors, Supervisors and Senior Management —
Corporate Governance”.

The Group recognises that its directors and senior management is the driving force in
fostering and solidifying its success and leadership in the industries and markets in which it
operates. With an average of over 20 years of experience gained from positions with government
authorities or state-owned enterprises, the Group’s directors and senior management possess
in-depth understanding and industrial knowledge essential to its sustainable development and
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growth. The combination of the Group’s corporate governance measures and controls and the
capabilities of its senior management has enabled it to capitalise on market opportunities,
formulate effective business strategies and maximise its profitability.

BUSINESS STRATEGIES

The Group plans to implement the following business strategies in order to continue its
evolvement into a leading modern water conglomerate in the PRC with an international presence:

Continue to enhance the breadth and depth of the Group’s business portfolio

Centred on its fundamental “Benefiting People, Green, Intelligence” development strategy,
the Group’s expansion efforts will focus on growing and cementing its leadership in its core
water-related, modern agriculture and cultural tourism businesses. With the goal of building a
leading enterprise, the Group will continue to push forward, maintain rapid momentum and strive
for the development and advancement of its operations, including water source construction, water
technologies, water conservancy design, renewable resources utilisation, hazardous waste disposal
and clean energy. Measures that the Group intends to take include the following:

° Water business. The Group intends to increase future investments in major hydraulic
projects involving, among others, the utilisation of rainwater as a water resource, urban
and rural water supply, river regulation and interbasin transfers. This is expected to
facilitate hydraulic technological advancement at the provincial level and also relieve
problems relating to insufficient funding channels for hydraulic investments. With
respect to its water supply business, the Group plans to further expand its geographic
coverage through the construction of new plants or additions of mature operational
plants through mergers and acquisitions. Other than expanding its supply capacities, the
Group will also continue to upgrade and improve its processing techniques to enhance
the quality of the water it supplies, carry out regular testing and inspection to ensure
optimal quality control, as well as explore measures to optimise its pipeline network in
accordance with municipal requirements. Such plans in terms of adding new plants and
facilities, refining technologies and processes utilised in its operations and overall
enhancement of its operations will be similarly implemented for the Group’s wastewater
treatment business. Further, the Group will continue elevating the operating capabilities
of its clean energy business (comprising photovoltaic power generation, hydropower
generation, biomass power generation, central heating, urban gas services and natural
gas) in line with its strategical expansion of this business segment during recent years.

° Modern agriculture. The Group’s fundamental strategy for this business is to keep
building on its industry reputation and market position. Keeping in mind the national
strategy plan for rural revitalisation, the Group will concentrate its development efforts
on green, eco-friendly, efficient and innovative modern agriculture. As such, it will
continue to allocate internal resources to its construction of large-scale quality planting
bases and also enhancement efforts in respect of its Internet of Things (IoT) database,
internet service platforms, planting equipment and agricultural technology services.
Furthermore, it will remain attentive to relevant government policies and sentiments
with respect to the agriculture industry and pursue opportunities strategically to grow its
operations.

° Cultural tourism. In line with the development of global cultural tourism, the Group
will continue to grow this business segment through a multi-pronged approach with the
ultimate objective of building a synergistic and integrated suite of offerings with shared
resources that span tourism, culture, health and wellness, real estate, education and
others. The Group will continue (1) developing plans for new medical and health care
facilities and services, (2) seeking investment opportunities so as to expand the Group’s
real estate development activities, and (3) selecting and undertaking prominent tourism
projects that will not only provide attractive returns but facilitate the enhancement of its
market reputation, and also broadening the range of its services to offer more options to
customers.
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Furthermore, the Group believes that the PRC government’s focus in recent years on
environmental protection and the building of an eco-friendly society has created a favourable
landscape for the Group to venture into new markets, new businesses and continue adding to its
water portfolio. Leveraging its deep roots in the water industry, the Group will take care to select
development projects with promising prospects that also support government industrial policies
and are in line with municipal development strategies. It will also explore potential collaboration
involving the utilisation of government resources, social capital investments and taking on the role
of the driving state-owned entity to realise sustainable diversified development and growth. Based
in Shandong Province but with a national focus, the key sectors on which the Group will focus its
efforts remain those relating to public welfare, civic concerns and environmental protection. In this
regard, it will continue to actively cooperate with the provincial and local governments to
accelerate the strategic deployment of water conservancy reform as well as the development of
agricultural, environmental and healthcare resources. The aim is to transform such resource
advantages into business advantages for the Group and also help support the growth of other
related industries. Through the strategic enhancement of its operations and offerings and
consequently, maintaining its core competitiveness, the Group will be well-poised to pursue and
capitalise on valuable opportunities to build on its success.

Further expand the Group’s geographic footprint and market position both domestically and
internationally

To develop into a nationwide leading water conglomerate, the Group has leveraged and, will
continue to leverage, its dominance in Shandong Province, particularly its role as one of the
Shandong Provincial Government’s principal investment and financing platforms in relation to the
water sector, to build on its overall domestic market position. This is evident from the geographic
reach of the Group’s water operations, which has expanded over the years to now cover not only 16
cities and regions across Shandong Province, but 26 provinces in the PRC, including Jilin,
Heilongjiang, Sichuan, Fujian, Guangxi, Guizhou, Yunnan, Liaoning, Tianjin, Inner Mongolia,
Xinjiang, Anhui, Hebei, Jiangxi, Gansu. Furthermore, the Group has embarked on its international
plans and successfully established a presence in overseas markets, such as the People’s Republic of
Bangladesh, Myanmar and Nepal. The Group intends to continue with its geographical expansion,
in particular, capture opportunities arising from the Belt and Road Initiative, to further enhance its
reputation and prospects. Through the extension of its business network both domestically and
internationally, the Group believes that it will be able to add to its existing competitive strengths
and capabilities, capitalise on growth potential in new markets to realise attractive returns and also
diversify revenue streams.

Enhance the Group’s technical competitiveness through innovative research and
development initiatives

Recognising that the Group’s technical competitiveness is critical to its growth, the constant
upgrading and optimisation of its research and development capabilities to ensure its access to and
deployment of modern advanced technologies and processes is a key strategy. The Group’s efforts
in this regard will continue to focus on technologies which enhance product innovation, production
efficiency, the effectiveness of control systems as well as the optimal operation of its businesses.
As at the date of this Offering Circular, the Group has set up six research platforms and 11
nationally recognised high-tech entities dedicated to research areas and topics ranging from
traditional hydraulic technology, water treatment technology, automation, cogeneration,
concentrated brine treatment to engineering operational management. Scientific and technological
innovation will continue to be of core importance to the Group and serve as strategic support to its
businesses. As such, the Group plans to accelerate the creation of a national-level research and
development platform, continue to increase research and development investment, vigorously
introduce and cultivate leading talents in science and technology, and actively improve per capita
labour efficiency. Other measures that the Group intends to implement include further
collaboration with educational and research institutions. In addition, the Group will closely
monitor industry trends and technological developments relating to the industries and markets in
which it operates so that it is kept abreast of the latest up-to-date technologies and equipment and
be able to invest in, develop or procure access in an efficient manner to ensure the quality of its
products and services and its overall competitiveness.
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Continue to diversify financing channels and adhere to prudent financial management and
instil a cluster management system for better efficiencies

The Group plans to continue to improve its capital structure by increasing its financial
leverage through diverse fundraising channels to lower its cost of capital and risk exposure yet
remain poised to capture strategic market opportunities as they arise. In particular, the Group shall
endeavour to develop and strengthen relationships with domestic and international financial
institutions to secure funding on favourable terms to better support its business growth. It will also
seek and contemplate alternative sources of funding, such as issuance of offshore debt securities,
to diversify its capital resources and maintain a balanced debt structure consisting of short-term,
medium-term and long-term credit facilities. To address interest rate risks, the Group may adjust
its composition of onshore and offshore debt as well as its direct and indirect financing structure in
accordance with credit policies and market changes. Asset diversification and securitisation is also
a key direction. The objective is to prudently manage its financials while fulfilling investment and
development needs to drive profitability. Therefore, the Group will continue its focuses on
financial risk control, company growth, value creation, implementation of budget management and
establishment of information platforms in order to encourage communications and interactions
between business operation and financial management, contribute to the sustainable and healthy
development of the Company and provide financial stability.

In addition, the Group is committed to building and instilling an innovative cluster
management system, which will be integrated in a systematic manner into its business operations
and become integral to its continuous growth. Such a system will be made possible through the
establishing of an observer mechanism, accelerating informatisation, and promoting downward
delegation of power and creation of a sharing process, thereby enhance the ability to empower at
the headquarters-level and further motivate development at the subsidiary-level. As the deepening
of operational reforms will continue to be of importance to the Group, it intends to proactively
pursue innovation with respect to its mechanism and processes, intensify mixed reform efforts and
also promote asset securitisation.

RECENT DEVELOPMENTS
Performance of the Group for the Nine Months Ended 30 September 2020

The Group has published its interim consolidated financial statements as at and for the nine
months ended 30 September 2020 on the website of Shanghai Clearing House, but such financial
statements have not been audited or reviewed by an independent auditor and may be subject to
further adjustments. Such unaudited and unreviewed assessment should not be taken as an
indication of the Group’s business, financial condition or results of operation expected for these
periods and potential investors should not rely on such interim financial information to evaluate
the Group’s financial condition and results of operation for these periods or the full year ended 31
December 2020. For the avoidance of doubt, the Guarantor’s interim consolidated financial
statements as at and for the nine months ended 30 September 2020 are not incorporated by
reference herein and do not constitute part of this Offering Circular.

For the nine months ended 30 September 2020, the Group’s operating revenue increased as
compared to the same period in 2019 primarily due to a larger number of consolidated entities and
significant increases in revenue generated from the Group's hydraulic engineering construction
and clean energy businesses. The Group also recorded increased revenue across all of its other
business segments as a result of projects that it had initially invested in being put into operation.
However, the Group’s operating cost increased in line with revenue, but at a greater margin,
particularly due to increases in selling and distribution expenses, general and administrative
expenses and financial expenses, as compared to the same period in 2019. Such increases primarily
resulted from the increased scope of consolidation and the enlarged financing scale of the Group.
Correspondingly, the Group’s operating profit recorded a slight decrease. Nonetheless, the Group’s
total profit and net profit both increased for the nine months ended 30 September 2020 as
compared to the same period in 2019.

As at 30 September 2020, the Group’s total assets increased as compared to the balance as at
31 December 2019, primarily due to increases in cash and cash equivalents, inventory, fixed assets,

- 109 -



construction in progress, intangible assets and goodwill, which are in line with the Group’s
business expansion and its increased scope of consolidation. The Group’s total liabilities as at the
same date also increased but by a lower margin. This was primarily attributable to an increase in
total non-current liabilities as the Group incurred more long-term loans and bonds payable to meet
its increased capital requirements and support its current rapid pace of business development and
expansion. The Group’s total current liabilities increased slightly primarily due to increases in
short-term loans and notes payable.

None of the Joint Lead Managers, the Trustee, the Agents, or any person who controls any of
them or any of their respective directors, officers, employees, representatives, agents, advisers or
affiliates or any person who controls any of them makes any representation, warranty or
undertaking, express or implied of, or accepts any responsibility or liability with respect to, the
Group or the Group’s business, financial condition or results of operation.

Change in the Supervisors of the Guarantor

As at the date of this Offering Circular, three members of the Guarantor’s board of supervisors,
namely Mr. Zhao Ronghao, Mr. Tian Yi and Mr. Fu Tao, have stepped down from their positions with
immediate effect pursuant to and in compliance with the Implementing Opinion of the People’s
Government of Shandong Province on the Reform of Provincial Institutions in Shandong Province
ClI A N RBUR B LR B SRR W E i L) (the “Implementing Opinion™) issued by
the Shandong Provincial Government on 6 November 2018. According to the Implementing Opinion,
the duties and responsibilities of the board of supervisors of provincial-level state-owned enterprises
under the direct supervision of Shandong SASAC will be assumed by the Shandong Provincial Audit
Office and such enterprises will cease to have individual board of supervisors thereafter.
Consequently, Shandong SASAC will no longer nominate and appoint supervisors of the Guarantor.
The two remaining employee supervisors of the Guarantor, Ms. Zhang Jin and Mr. Wang Zhonghua,
are currently suspended from their duties, given that the requisite minimum number of members to
form a functionable board of supervisors is not met. Please also see “Risk Factors The Guarantor does
not have the minimum number of supervisors as required under its articles of association and
applicable PRC laws, and the lack of a valid board of supervisors may also expose the Guarantor to
corporate governance risks”. However, as the change in supervisors was carried out in accordance
with applicable regulations, the Guarantor believes that this development will not result in a material
and adverse effect on its business and operations.

Undertaking of New Province-level Water Diversion Projects

On 8 July 2020, the Group set up a new wholly owned subsidiary, Shandong Water Diversion
Engineering Co., Ltd. (LUK LFEAR/AF) to be the primary operating entity for its
undertaking of certain major water diversion projects in Shandong Province. The preliminary list
of projects assigned to the Group by the provincial government include Guanlu Reservoir Project (
‘B % KJE L), Jiaodong Water Diversion Expansion Project (B #/K#ii## T#), Shandong
Coastal Water Diversion Project (Ll #{& i i 7K T#£), Shuifa Coastal Water Diversion Project (7K
BV 16 7K L#2) and Nanshui North Diversion Jiaodong Continuation Project (Fg 7Kt ## 2 5 4%
# T.#2). Total estimated investment amount of the foregoing projects is expected to exceed
RMB70 billion with construction anticipated to commence at various times within the next five
years. These projects are a part of the PRC government’s initiative to improve water resources and
conditions across the country, and the Group believes that it being entrusted with the lead
contractor role not only represents acknowledgement of its industry position, but is also a valuable
opportunity to showcase the strength of its core capabilities and further enhance its complementary
ancillary competencies.

Issuance of Additional May 2020 Bonds
On 19 August 2020, the Issuer further issued additional May 2020 Bonds in an aggregate
principal amount of U.S.$50,000,000, which were consolidated and form a single class with the

May 2020 Bonds issued on 8§ May 2020. The total aggregate outstanding amount of the May 2020
Bonds as at the date of this Offering Circular is U.S.$400,000,000.
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HISTORY AND DEVELOPMENT

The Company’s predecessor, Shandong Water Development Co., Ltd. (1Ll BK# %8 @ A R A
7)), was incorporated on 8 November 2009 pursuant to the approval of the Shandong Provincial
Government. Subsequently, a change of name to “Shandong Water Development Group Co., Ltd.
(L BROK B 48 Je 42 [ A PR A 7)) was effected in August 2015, followed by a further name change in
December 2016 to “Shuifa Group Co., Ltd. (KZFLEFE A FR/AH])”. As at the date of this Offering
Circular, the Company has a registered capital of RMBS5,381.8 million and is owned as to 70.0%,
20.0% and 10.0% by Shandong SASAC, the Shandong Guohui Investment Co., Ltd. (111 5 & [ &
& A i/~ F]) and the Shandong Provincial Council for Social Security Fund (L1 57 # & £ f& %
G HLE ), respectively. See “— Corporate Structure” below.

The table below sets forth selected key milestones in the Group’s history and development:

Year Events

2009 ... . On 9 April 2009, pursuant to the “Approval Relating to the Relevant
Matters of the Agreement on the Establishment Works of Shandong Water
Development Co., Ltd. (Lu Zheng Zi [2009] No. 62)” B[R 3 11 # K
B B AT PR Al AL TARA B S B RO HEARD CREY (20090 625%)), the
Shandong Provincial Government approved the incorporation of
Shandong Water Development Co., Ltd. (IIH /K& #EEA R/ A, the
Company’s predecessor.

+  On 8 November 2009, Shandong Water Development Co., Ltd. (LI H K%
FERA MR/AF]), the Company’s predecessor, was officially incorporated
with an initial registered capital of RMB1,350.0 million, which was
provided by its sole shareholder, the Shandong Provincial Department of
Water Resources in the form of various cash capital contributions
between November 2009 and 2011.

2010 .......... . In 2010, the Company invested in Shandong Water Investment Co., Ltd.
(I H KB E A B/ F), completely acquired Shuifa Zhongxing
(formerly known as Shandong Water Zhongxing Construction
Development Co., Ltd. (IR /KE A EZERARAA) and as
Shandong Shuifa Zhongxing Water Group Co., Ltd. (LI 5 /K% 5 B /K B
L EH AR F)) and became a controlling shareholder of Shandong
Shuifa Tianyuan Water Group Co., Ltd. (1115 /K% KU KHS 5 B A RA
7)), transforming itself from an investment and financing platform to an
entity with economic operations.

2011 .......... «  In April 2011, Shandong Shuifa Holding Group Co., Ltd. (111 B /K #HE ik
£ A /A7) was incorporated with an initial registered capital of
RMB1,706.19 million. Its business scope includes activities relating to
water resources management, renovations works of water supply and
drainage system, irrigation areas and water-savings system,
reinforcement works of reservoirs, river regulation works, wastewater
treatment works and the investment, construction, operation
management, design consultation and tendering agency services of
hydraulic related projects. The Company directly owns the 100.0% equity
interest in this subsidiary as at the date of this Offering Circular.
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Year

Events

In June 2011, Shandong Shuifa Environmental Protection Group Co., Ltd.
(AR R B A FR/A F]), one of the eight subsidiaries through
which the Group primarily operates its water supply business, was
incorporated with an initial registered capital of RMB20.0 million. The
Company indirectly owns the 100.0% equity interest in this subsidiary as
at the date of this Offering Circular.

In June and July 2011, Shuifa Civil Industry Investment Group Co., Ltd. (
K A R EE B A PR F]) (formerly known as Shandong Shuifa
Real Estate Group Co., Ltd. (IIHR/K#FEEEBARAF)) and
Shandong Herun Real Estate Co., Ltd. (IIHFEEFEARAA]), the
project companies through which the Group primarily operates its real
estate development business following its acquisition of these two entities
in 2016, were incorporated with an initial registered capital of RMB20.0
million and RMB20.0 million, respectively. See “— Real Estate
Developments” below for more details.

Shandong Water Conservancy Construction Group Co., Ltd. (1L # 7K ] &
KB AR/ T]) (formerly known as Shandong Water Conservancy
Dredging Engineering Office) has been the primary operating entity for
the Group’s hydraulic engineering construction business since 2012. This
subsidiary was incorporated in November 1991 with an initial registered
capital of RMB300.0 million. The Company directly owns the 100.0%
equity interest in this subsidiary as at the date of this Offering Circular.

The Group accelerated its market expansion and reached a new level in
terms of its operational scale and capabilities. This was made possible by
the “one-stop” strategy it adopted for the development of its water
business with a focus on the construction of plain reservoirs, thereby
capitalizing on opportunities presented by the implementation of rural
drinking water safety considerations.

In 2013, the Shandong Provincial Department of Water Resources made
two capital injections amounted to a total of approximately RMB150.0
million in cash into the Company, thereby increasing the latter’s
registered capital to RMB1,500.0 million. Total cumulative injections
from the Shandong Provincial Government amounted to RMB1,410
million.

In 2014, the Shandong Provincial Department of Water Resources made
capital injections in cash in respect of the Company on three occasions
which amounted to a total of approximately RMB539.086 million, further
increasing the latter’s registered capital to RMB2,039.086 million.

In March 2014, Lukong Water Group Co., Ltd. (& /K15 %5 i 45 |3 A R
/v 7l), one of the eight subsidiaries through which the Group primarily
operates its water supply business, was incorporated with an initial
registered capital of RMB480.34 million. The Company indirectly owns
the 100.0% equity interest in this subsidiary as at the date of this Offering
Circular.
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Year

Events

In 2014, the Group commenced its medical services business through the
establishment of Shandong Shuifa Health Development Co., Ltd. (11 # 7K
PERE R A PR/ A]) (formerly known as Shandong Hehui Medical Co.,
Ltd. (L3RG EH B A B/ ) and its acquisition of Chengwu County
People’s Hospital (% AR Pt). The Company indirectly owns a
48.57% equity interest in Shandong Shuifa Health Development Co., Ltd.
as at the date of this Offering Circular.

On 21 August 2015, the Company changed its name from “Shandong
Water Development Co., Ltd. (LI ZKB# A RA )" to “Shandong
Water Development Group Co., Ltd. (Ll KH 5 4L # A R Al)”
pursuant to the “Notice Regarding the Agreement to Change the Name
and Articles of Association of Shandong Water Development Co., Ltd.”
(CRBA A TR] 25 48 o 1L SRR B TR A PR Al 24 Bl S FEFR 41 )) issued by
the Shandong Provincial Department of Water Resources. This officially
signaled the Group’s intention to diversify and expand its business
footprint and market position both domestically and internationally.

In December 2015, the Group established Lu Medical Holdings Co., Ltd.
(B BPERARAE) with an initial registered capital of RMB50.0
million, and in cooperation with Leling Lehua Investment Development
Co., Ltd. (4F&T7 44 E 1 & 88 R A BR/A A]), the Group further set up Lu
Medical Holdings (Leling) Co., Ltd. (B8 1% (4 0%) A FR/AF]) as part
of its reorganisation of its medical services business operations. As at the
date of this Offering Circular, the Company directly owns the 100.0%
equity interest in Lu Medical Holdings Co., Ltd. and also indirectly owns
a 51.0% equity interest in Lu Medical Holdings (Leling) Co., Ltd.

In 2015, the Company’s registered capital was further increased to
RMB2,730.856 million following capital injections in the total amount of
approximately RMB691.77 million in cash by the Shandong Provincial
Department of Water Resources.

In 2015, the Group had built a business that covered the whole water
industry chain, and also commenced its investment in clean energy,
modern agriculture and cultural tourism, and successfully laid the
foundation for its strategic growth plan based on the principle of “Rooted
in Water Conservancy, Focused on Civic Welfare, Diversified
Development”.

In March 2016, the Company’s registered capital was increased yet again

to RMB2,990.856 million following another capital injection of
RMB260.0 million.
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Events

On 16 December 2016, the Company changed its name from “Shandong
Water Development Group Co., Ltd. (I /KF 2 REEARAF) to
“Shuifa Group Co., Ltd. (/KEEE B A /A w])” pursuant to the “Notice
Regarding the Agreement to Change the Name and Articles of Association
of Shandong Water Development Co., Ltd.” (B[R] 55 58 5 1) 5K B 88
JEARAF AR N ERMA)) issued by the Shandong Provincial
Department of Water Resources in November 2016 and the corresponding
approval of the Shandong Provincial Administration for Industry and
Commerce (I & LEFTEE B 5). This marked a milestone for the
Group’s development blueprint in terms of breaking through geographical
and industrial limitations and formally putting in place internationalised,
diversified and modernised business strategies.

In June 2017, Shuifa Design Group Co., Ltd. (/K #5871 4E B A FRA F),
one of the primary entities through which the Group operates its hydraulic
engineering construction business, was incorporated with an initial
registered capital of RMB201.0 million. The Company indirectly owns
the 100.0% equity interest in this subsidiary as at the date of this Offering
Circular.

In September 2017, the Shandong Provincial Department of Water
Resources transferred its entire equity interest in the Company to
Shandong SASAC pursuant to reform policies relating to centralised
supervision of state-owned assets by the Shandong Provincial
Government. Consequently, as a top-tier state-owned enterprise, the
Group gained access to a much bigger platform with greater brand value
and influence as well as an enhanced level of overall competitiveness.

In 2017, the Company’s registered capital was increased to
RMB4,222.856 million following the capital injections in the total
amount of RMB1,232.0 million in cash by the Shandong Provincial
Department of Water Resources. Total cumulative injections from the
Shandong Provincial Government amounted to RMB4,302 million.

In 2018, the Company’s registered capital was increased further to
RMB5,205.8 million following two capital injections which amounted to
a total of approximately RMB982.9 million in cash by the Shandong
Provincial Department of Water Resources.

In July 2018, the Shandong Provincial Government approved the
proposed gratuitous transfers of Shandong Agricultural Industrial Group
Corporation (IR EHEEHELME A7), Shandong Agricultural
Financing Guarantee Co., Ltd. (IIR&E EEMERERAARAA) and
certain other entities from the Shandong Provincial Department of
Agriculture to the Group to commence reorganisation of such entities and
to establish the sole agricultural investment and financing platform in
Shandong Province.
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Events

In October 2018, there was a change in the ownership structure of the
Company which resulted in Shandong SASAC, the Shandong Guohui
Investment Co., Ltd. (IR EHEEKLEHR/AA]) and the Shandong
Provincial Council for Social Security Fund (111 3 & # & ff b 3% 4 P =
) holding 70.0%, 20.0% and 10.0% of the equity interests in the
Company, respectively, in place of the Shandong Provincial Department
of Water Resources. See “— Corporate Structure” below.

On 10 December 2018, the Group’s wholly-owned subsidiary, Shuifa
Zhongxing, entered into a share transfer framework agreement with
Energas Shares for the acquisition of 29.99% equity interest in Energas
Shares with a purchase price of approximately RMB1,485.3 million. As at
the date of this Offering Circular, Shuifa Zhongxing owns a 30.08%
equity interest in Energas Shares following a cancellation in restricted
shareholding repurchase by other minority shareholders in June 2019
(which was made pursuant to a restricted stock incentive scheme).

In March 2019, there was a re-alignment in the Group’s core business
segmentation in view of relevant policies of Shandong SASAC, and
consequently, the Group’s core businesses was reclassified into three
principal segments: (i) water business, (ii) modern agriculture, and (iii)
cultural tourism. This marked the Group officially becoming a
provincial-level "water conservancy, agriculture and environment
protection" platform.

In May 2019, the Group entered into a strategic cooperation agreement
with the Shandong branch of the Agricultural Development Bank of
China pursuant to which the Agricultural Development Bank is expected
to provide support for the Group’s development.

In August 2019, the Guarantor was assigned a corporate credit rating of
“Baa3” with stable outlook by Moody’s.

In October 2019, the Group entered into a strategic cooperation
agreement with the Shandong branch of the Postal Savings Bank of China
pursuant to which the Postal Savings Bank of China is expected to
provide support for the Group’s development.

On 28 November 2019, the Group completed its acquisition of a 66.92%

equity interest in Singyes Solar, and Singyes Solar became an indirect
subsidiary of the Guarantor.
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Events

On 10 February 2020, pursuant to the “Notice on Issuing the List of
Provincial Major Projects for the Year of 2020 (Lu Zheng Zi [2020] No.
23)” ( CBAFY T 2E20204F & HOKIH H 2 BAYE R (B BT [2020] 2358))
issued by the Shandong Provincial Government, four projects of the
Group were included in the List of Provincial Major Projects for the Year
of 2020, namely Shuifa International Logistics Park (7K %[5 B4 i ),
Heze Juye Port District Wanfeng Operation Area Phase I Project (T {#E
WP [ B VR 2E [ — HA T #2), Heze Flower Dance World (T{52/E 2t 5
and Jining Port Jiaxiang Port District Xiangcheng North Operation Area
Tieshui Intermodal Logistics Park Project (3§ % 5% #£ i R 4£ kL 1E 3
I §5 7K 5 428 47 i [ 1. 35 H ), among which Shuifa International Logistics
Park is the only new province-level major project in Licheng District,
Jinan for 2020.

In February 2020, the Group received another stable “AAA” rating from
United Credit Ratings Co. Ltd. (& 15 HFERABRAF]) after its first
such rating from Dagong Global Credit Rating Co. Ltd. (72 B F& & 15 5
A IR F]) in 2019.

On 22 April 2020, the Group entered into a cooperation framework
agreement with Qilu Equity Exchange Centre (754 MHEC S F.0y),
which ushers in a new cooperation model that is mutually beneficial to
both provincial industry groups and financial enterprises.

On 1 May 2020, Singyes Solar Debt Restructuring Project was awarded
“Best Restructuring Transaction in Asia Pacific in 2020” by The Banker.

On 14 May 2020, the Group entered into a comprehensive cooperation
framework agreement with Huawei Technologies Co., Ltd. (¥ £ % i f5
FR /A F]). The parties will utilise Huawei’s core technological advantages
in the Internet of Things, cloud computing and big data to build Zhishui
International Research and Development Centre (5 7K [8 B2 %% 7 .(») and
Zhinong China Research and Development Centre and Witpark (£} /&2 #1 [
T3 O R o S N ).

On 3 June 2020, the Group entered into a strategic cooperation agreement
with Shandong Agricultural University to commence collaborative efforts
in various aspects, including talent exchange and industry-university
joint research.

In July 2020, the Guarantor was assigned a corporate credit rating of
“Baal” with stable outlook by Moody’s.
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AWARDS AND RECOGNITION

achievements, some of which are set forth below:

The Group has received various honours and awards in recognition of its business

Year Awards Awarding Body
2007 ... National Science and Technology State Council
Progress Award (Second Class Award)
(CEZEE S dliFiva
(—448))
National Key New Product Certificate =~ Ministry of Science and Technology of
(8 2 B 07 o R ) the PRC (rf 3 A B 3L B FF 52 59
%B), MOC, General Administration of
Quality Supervision, Inspection and
Quarantine of the PRC (*ﬁ/\%%*ﬂ
I [ B B A B AR AEUR) ) and
Ministry of Environmental Protection
of the PRC (18 Bz 55 R 7 48 J=y)
2012 ........ Recognised Enterprise Technology Economic and Information
Centre of Shandong Province Commission of Shandong Province
(L3R A RRE A SEHM i) (LR B RPFE ML ZR B &
2014 ........ Science and Technology Progress Shandong Provincial Government
Award of Shandong Province (Second
Class Award) (M%ﬁﬂ’@'ﬁm 2 A
(254%))
2014 Top 100 Most Advancing China Building Materials Enterprise
Building Materials Enterprises in Management Association (' £ 544
China (2014 B e LR M A3 B35 B &)
100%8)
2013 Excellent Hydraulic Engineering  Shandong Provincial Department of
“Lushui Cup” of Shandong Province Water Resources
(20134 J5 LI A& KA B KM T
)
2015 ........ 2014 Science and Technology Award People’s Government of Jiangsu

of Jiangsu Province (Second Class
Award) (2014 4F FETT#F & BHE B i 5%
TEEHE))

Dayu Hydraulic Science and
Technology Award (K & 7K FIRHEE £
il 5%)

National Excellent Water Conservancy
and Hydropower Engineering Survey
and Design Award (Silver Award) (&
B 75 7K M K B AR w5 (4R
HHE))
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Province (VL& & AR EUMN)

Dayu Hydraulic Science and
Technology Awards Committee

OR 3R 7P B2 4 1l 4% 4% JBh %% B &)

China Water Conservancy and
Hydropower Investigation and Design

Association (72 7K F| 7K & B I 5
fih€r)



Year Awards Awarding Body
Natural Science Award (First Class Ministry of Education of the PRC
Award) (FABHERHE (—2F4%)) (N R L FI B2 )
Second Class Award of 2015 Excellent Housing and Urban-Rural
Engineering Survey and Design of Construction Department of Shandong
Shandong Province (20154F LI A Province (1L & 11 5 13k 480 2 53 )
W7 TR St UR BT 45 48
Excellent Installation Project Award of Shandong Installation Association
Shandong Province (INREBE L4 (ILRALETE)
TFEE)
2016 ........ 2015 Construction Engineering Housing and Urban-Rural
Quality Taishan Cup Project of Construction Department of Shandong
Shandong Province (2015 EREINRA Province (11| WHEF bﬁ?ﬁﬂﬁéﬁﬁg)
R TR BRI TR
Dayu Hydraulic Science and Dayu Hydraulic Science and
Technology Award (Third Class Technology Awards Committee
Award) (K& KFBHEFAMTEE (=55 CRBEKHREL T 42 58 i % B )
42))
Hydraulic Science and Technology Shandong Provincial Water
Progress First Class Award of Conservancy Bureau Science and
Shandong Province (ILIRE/KAFHEE  Technology Committee (LI 7K A
T2 — 2 58 FERHE S Z B )
Brand-name Product of Shandong Shandong Provincial Bureau of
Province (LI & 4 W i) Quality and Technology Supervision
(LR B Bl BB =)
Enterprise of AAA Credit China Water Engineering Association
2017 ... 2016 Excellent Hydraulic Engineering Shandong Provincial Department of

“Lushui Cup” of Shandong Province
(20164 B 1L & “ /KA B BUK A T
)

2016 Top 10 PCCP Enterprises in
China (20164F & 2B PCCP1 5 1> )

Dayu Hydraulic Science and
Technology Award (Third Class
Award) (K & 7K Fl B2 45 fily 48 (=&
#))

Second Class Award of 2017 First
Beidou Time-Space Wisdom
Application Innovation Contest of
Shandong Province (20171 Ji& L1 &
Jb S} 0 2 78 5 8 AR R 9 45 )
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Water Resources

China Concrete & Cement-based
Products Association (Bl #¢ 1 B
K YRR 1 )

Dayu Hydraulic Science and
Technology Awards Committee

R B 7RI BB 45 il 4% 3% JBh 2% B &)

National Defense, Mechanics and

Electronics Trade Union of Shandong
Province (1153 # B b5 A E T L&)
and Shandong Institute of Electronics

(IR ETEE)



Year Awards Awarding Body
Outstanding Award of Second Smart National Defense, Mechanics and
Life Maker Design Contest of Electronics Trade Union of Shandong
Shandong Province (LI A (56 —J&)  Province (I H & BB #ME ¥ L)
B ERR R KBRS and Shandong Institute of Electronics
(IR FE T2 )
2018 ........ 2017 Smart Internet of Things Shandong Internet of Things

Technology Innovation Award (20174F
B T R B AR R A

Science and Technology Progress
Award of Shandong Province (Second
Class Award) (L1 3 & BFE2 4 fily 4 25 48
(—F4))

2018 China Building Materials Gold
Award (2018 B g 52 41 KL & 44 4%

2018 Agriculture, Animal Husbandry
and Fishery Harvest Award of
Shandong Province (20184F L1 R & 2
B e )

Dayu Hydraulic Science and
Technology Award (First Class Award)
OR B K A BHER 1l 88 (— 25 48))

Top Service Brand of Shandong
Province (1L # & MR 4 hi)

Jinan Specialised, Boutique, Unique
and New Small and Medium-sized
Enterprise (¥ i1 SO0 F8 /A
%)

Top Brand Product of Shandong
Province (11 H & 44 8 7 i)
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Association (1L 3 & ¥ B 48 5 &)

Shandong Provincial Government

China Building Material Brand ('
FE OB 4E) and China
Construction Industry Cooperation
Platform (¥ [ # 53 A3 54
F28)

Shandong Provincial Agriculture,
Animal Husbandry and Fishery
Harvest Awards Committee (LI & 2
B e S S4B )

Dayu Hydraulic Science and
Technology Awards Committee (K
IR ER 1 1l 88 48 i) 2% B &)

Shandong Provincial Bureau of
Quality and Technology Supervision

(LR B R0 5 )

Jinan Economic and Information
Technology Committee (IR 17 5% 77
g% 8 )

Shandong Provincial Bureau of
Quality and Technology Supervision

(LR AEE & H 0 R)



Awards

Awarding Body

2018 Science and Technology
Progress Award of Shandong Internet
of Things Association (2018 LLI 5 4 ¥
A i B AL 38

Specialised, Boutique, Unique and
New Small Giant Enterprise (“EA5%E
EAN=DNE e )

Shandong Major Energy Conservation
Achievement Award (Ll 3 & & K i fig
B BE)

Shandong technology innovation
demonstration enterprise (L1 3 & % fiif
AT R AR )

Shandong Taishan industry leading
talent (113 & 28 1L SHE A A)

Implementation Unit of “1000 Talents
Plan” of Shandong Province (LI 3K #
TN 8 BEA)

National Excellent Water Conservancy
and Hydropower Engineering Survey
and Design Award (2 Bl & 75 /K Fl K 7&
TR B R %)

2019 Agriculture, Animal Husbandry
and Fishery Harvest Award of
Shandong Province (20194F 11| 3 & J&
ueiES Y D)
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Shandong Internet of Things
Association (L H & )5 48 177 &)

Ministry of Industry and Information
Technology (X T2 F1{5 B AL &)

People’s Government of Shandong

Province (LI 5 & BUMN H#A BE)

Shandong Provincial Department of
Industry and Information Technology

(IR A LEAME AR

Shandong Provincial Party Committee
Organization Department (11 & ZE 4
4%#%8), Shandong Provincial
Development and Reform Commission
(L3R & ¥ 2 #:2%%), Shandong
Provincial Science and Technology
Department (111 # & BL47 5E),
Shandong Provincial Industry and
Information Technology Department
(LA TER{E BALHE) and
Shandong Provincial Human
Resources and Social Security
Department (LIS & A G A& 0k

B HE)

Shandong Overseas High-level Talents
Introduction Working Group

(WA GVEE SN E R AA TAE
/N

China Water Conservancy and
Hydropower Investigation and Design
Association (72 7K F| 7K & B I 5wt
1 &)

Shandong Provincial Agriculture,
Animal Husbandry and Fishery
Harvest Awards Committee (LR & &2
B D aE S % B )



Year

Awards

Awarding Body

Jinan Specialised, Boutique, Unique
and New Small and Medium-sized
Enterprise ([ 7 < 2R5 R0 /M
%)

2019 Outstanding Enterprise in
Shandong Province (20194F 11| & (&
7 43%)

Huangshui East Diversion Emergency
Project was awarded the honour of
“Major Event” (8 7K # &1 LA 11 3R
IR ) A R B 2 TELAC Sk o A 238 2
“HORHAE)

China Top 500 Service Enterprises

(20204F H [ i 5 4 2650098 (the
Group ranked 284th)

Shandong Province Top 100

Enterprises (20204 LI K& H #8 73)
(the Group ranked 87th)
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Jinan Economic and Information
Technology Committee (77§ Fg 17 5% 7%
Mgz Ee)

Shandong Provincial Party Committee
Organization Department (111 & ZE 41
4% ¥#6), Shandong Provincial Party
Committee Propaganda Department
(LA Z 54 ), Shandong
Provincial Party Committee United
Front Work Department (111 & Z& %t
BZ#K), Shandong Provincial
Department of Industry and
Information Technology (111 & T.2&
15 BALEE), Shandong Provincial
Human Resources and Social Security
Department (L& AT &AL &k
f% %), Shandong Provincial
Department of Commerce
(I 3K & P4 % BE), Shandong SASAC
and Shandong Provincial Local
Financial Supervisory Commission

(L3R M7 <l B B R )

Shandong SASAC

China Enterprise Confederation and
China Entrepreneurs Association

Shandong Provincial Department of
Industry and Information Technology



CORPORATE STRUCTURE

The chart below illustrates the simplified corporate structure of the Group as at the date of this Offering Circular

Shandong Water Development Group Co., Ltd. ( TR EHE#KECEUT)

Shuifa International Holding (BVI) Co., Ltd

(K B BRI BV AT BRZS 7])
(the Issuer)
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BUSINESS SEGMENTS

In view of relevant policies of Shandong SASAC, the Group recently reclassified its core
businesses into three principal segments, namely (i) water business, including hydraulic
engineering construction, water supply, wastewater treatment and clean energy, (ii) modern
agriculture, and (iii) cultural tourism, including medical and health care, real estate development
and cultural tourism. In addition, it also engages in other ancillary business activities, including
equity investment, purchases and sales of goods, and the provision of services relating to hydraulic
consultation, hydraulic design, supervision of hydraulic works and heating and power supply
pipeline connection.

The table below sets forth the Group’s operating revenue by business segment for the periods
indicated, with each item expressed as a percentage of the Group’s operating revenue:

For the year ended 31 December For the six months ended 30 June
2017 2018 2019 2019 2020
Amount % Amount % Amount % Amount % Amount %
(RMB in (RMB in (RMB in (RMB in (RMB in
millions) millions) millions) millions) millions)
Water business . . ... 2,769.5 479 17,216.3 65.2 12,310.2 57.7 5,907.8 83.3 9,358.3 71.2
Hydraulic
engineering
construction . ... 1,497.6 25.9 4,046.2 36.6 5,203.3 244 3258.6 459 3,484.5 28.7
Water supply . .. ... 665.5 115 1,121.8 10.1 1,396.4 6.5 939.0 13.2  730.5 6.0
Wastewater treatment  269.1 47 3539 3.2 5437 2.5 3234 4.6  365.7 3.0
Clean energy . . . ... 3373 5.8 1,694.4 15.3 4,327.9 20.3 1,386.8 19.6 4,209.7 34.7
Environmental
protection® . . . .. - - - - 8389 39 - - 5680 4.7
Modern agriculture . .. 269.0 4.7  605.0 5.5 5,4494 25.5  153.0 2.2 1,684.2 13.9
Cultural tourism . ... 1,471.1 254 2,994.4 27.1 3,278.8 154  886.6 125 819.8 6.8
Medical and health
care .......... 876.5 152 940.6 8.5 5989 2.8 269.6 3.8 1022 0.8
Real estate
development .... 594.6 10.3 1,733.5 15.7 1,791.6 8.4 3584 51 4572 3.8

Cultural tourism . . . - - 3203 29 8883 42 2586 36 2603 2.1
Otherbusinesses® @ .. 1,272.5 220 2521 23 2995 14 1471 21 2630 22

Total ............. 5,782.1  100.0 11,067.8  100.0 21,337.8  100.0 7,094.5 100.0 12,1253  100.0

(1)  Operating revenue generated from the Group’s other businesses primarily included revenue derived from purchases
and sales of goods and the provision of services relating to hydraulic consultation, hydraulic design, supervision of
hydraulic works and heating and power supply pipeline connection. For the years ended 31 December 2017, 2018 and
2019 and the six months ended 30 June 2020, operating revenue generated from purchases and sales of goods and the
provision of hydraulic related services (including hydraulic consultation, hydraulic design and supervision of
hydraulic works) was reclassified into the Group’s hydraulic engineering construction business.

(2) For the years ended 31 December 2017, 2018 and 2019 and the six months ended 30 June 2019 and 2020, revenue
generated from the Group’s equity investment sub-segment were derived under intercompany transactions which,
depending on the classification of investment category and the corresponding accounting treatments, were first
recorded under investment income and other comprehensive income and subsequently eliminated at the consolidated
level. Such revenue generated from the Group’s equity investment sub-segment were not recognised under operating
revenue of the Group for the corresponding periods. Please refer to Note 4.14 to the 2018 Audited Financial
Statements, Note IV.13 to the 2019 Audited Financial Statements and Note IV.13 to the Reviewed Financial
Statements for details about the accounting treatments relating to long-term equity investments.

(3)  Thisis anew sub-segment introduced in 2019 following the Group’s acquisition of Energas Gas and Singye Solar and
the subsequent integration of their businesses into its existing portfolio.
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Water Business

The Group’s water business primarily comprises four major sub-segments, including (i)
hydraulic engineering construction, (ii) water supply, (iii) wastewater treatment and (iv) clean
energy. For the years ended 31 December 2017, 2018 and 2019 and the six months ended 30 June
2019 and 2020, the Group’s operating revenue generated from its water business segment was
approximately RMB2,769.5 million, RMB7,216.3 million, RMB12,310.2 million, and
RMB5,907.8 million and RMB9,358.3 million, respectively, representing approximately 47.9%,
65.2%, 57.7%, 83.3% and 77.2% of the Group’s operating revenue for the same periods.

Hydraulic Engineering Construction

The Group’s hydraulic engineering construction operations have expanded from the provision
of traditional construction services, such as the construction of dams, power plant facilities and
water reservoirs, construction works relating to water diversion, drainage construction and
navigation, dredging and filling, bridge reinforcement works, hydropower construction and other
hydraulic ancillary infrastructure construction, to include financing, consultation, planning and
supervision, design, tendering agency services and sales of hydraulic construction products which
thus offers a comprehensive range of hydraulic-related services and products to its customers. The
Group operates this sub-segment primarily through its direct wholly-owned subsidiaries,
Shandong Water Conservancy Construction Group Co., Ltd. (1L 57K F| 7% 4 B A B2 7))
(“Shandong Water Construction”) and Shuifa Design Group Co., Ltd. (/K #5514 B A R A Al)
(“Shuifa Design Group”), with a geographical concentration along the Yellow River and coastal
areas in Shandong Province and southwest Shandong. As at 30 June 2020, approximately over
66.0% of the Group’s hydraulic construction projects were located in Shandong Province, with the
remaining situated in other regions of the PRC, such as Anhui Province, Jiangsu Province, Sichuan
Province and Jiangxi Province, and overseas markets including the People’s Republic of
Bangladesh, Myanmar, Nepal and others. For more details regarding the Group’s overseas
hydraulic engineering construction projects, see “— Overseas Projects” and “— Certain Projects
under Construction”.

The Group provides practical solutions to its customers through the provision of integrated
services from financing, consultation, planning and supervision, design, construction to project
management. Shandong Water Construction holds a Level I qualification for general contracting of
hydraulic and hydropower construction works, as well as Level III qualifications for environmental
engineering, building construction works, steel structure works, metal structure manufacturing and
installation, municipal public works, highway works and bridge engineering construction. It was
awarded “Enterprise of AAA Credit” by China Water Engineering Association in 2016, named
“First Class Entity in the Standardization for Safe Production” by the Ministry of Water Resources
in 2016 and granted Level “AA” credit by China International Contractors Association in 2017.
Shuifa Design Group also holds 32 top-grade qualifications, including for general contracting of
water conservancy and hydropower project construction, in relation to its business. The Group
believes that it is the only local leading enterprise in Shandong Province that has the ability to
construct dredging projects.

The table below sets forth a list of certain top-grade qualifications relating to the Group’s
hydraulic engineering construction business as at 30 June 2020:

Name of Certificate Grade of Qualification Licensee

General Contracting of Hydraulic and Level I Shandong Water Construction
Hydropower Construction Works

OKRFK TR TAURE) .o

GB/T19001-2008 Quality Management  Grade A Shandong Water Construction
System ...
GB/T24001-2004 Environment Grade A Shandong Water Construction
Management System ................
GB/T28001-2011 Occupational Health Grade A Shandong Water Construction

and Safety Management System . ......
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Licensee

Name of Certificate Grade of Qualification

Hydraulic Engineering Consultation Grade A Shuifa Design Group
ORFTRERERf) oo

Highway Construction Consultation Grade A Shuifa Design Group
(B TRERERR) oo

Highway Design Industry (Highway) Grade A Shuifa Design Group
Profession (A a7 2E (A H5)

BUEEY

Municipal Design Industry (Road Grade A Shuifa Design Group
Engineering) Profession (T B{# #1172

CEBE TR EE)

Architectural Design Industry Grade A Shuifa Design Group
(Architectural Engineering) (:2E5% 51

ITEEETR))

Hydraulic Design Industry (River Grade A Shuifa Design Group

Remediation and Urban Flooding

Control) Profession (/K Fll &% 51172 (7]

ARG W) #HEE)

Engineering Survey Professional Class ~ Grade A Shuifa Design Group
in (Engineering Measurement and

Geotechnical Engineering) (L& %5 &

ER(LAEWE - AL TR) ...

Hydraulic Design Industry Grade B Shuifa Design Group
OKFIBFHTE) ..

Agricultural and Forestry Industry Grade B Shuifa Design Group
(Agricultural Engineering)

CEMATERETLR) ...

Municipal Design Industry Grade B Shuifa Design Group
(BT oo

Landscape and Gardening Design Grade B Shuifa Design Group

Specialty (B EIMBFHEIH) ... ..

As part of its construction capabilities, the Group also ensures that it has advanced and
high-tech dredging construction equipment to support its projects, including, among others, six
120 cubic metres per hour cutter suction dredgers (designated for Yellow River located projects
only), two Beaver B1600 cutter suction dredgers, four 220 kilowatt multi-purpose water
construction work boats, two 80 cubic metre per hour dustpan suction dredgers, 2,800 metres of
supporting pipelines for ship construction and other comprehensive types of dredging engineering
equipment.

In terms of design capabilities, the Group has 25 Grade A qualifications and more than 50
industry qualifications. It not only won a number of Shandong Science and Technology Progress
Awards, the Dayu Science and Technology Progress Award by the Ministry of Water Resources, but
also had undertaken the comprehensive inspection and remediation of issues relating to the Nansi
Lake control engineering works and river chief system.
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Construction Projects

For the six months ended 30 June 2020, the Group had contracted a total of 167 hydraulic

construction projects, of which 46 had been completed, as shown in the table below:

Total contracted projects
Including: Total completed

projects
Projects under construction

Total contracted amounts

(RMB in billions)

Representative Projects

For the six months ended

For the year ended 31 December 30 June
2017 2018 2019 2019 2020
......... 37 70 177 58 167
......... 29 11 114 9 46
........ 8 59 63 49 121
......... 4.4 5.1 5.5 2.6 3.4

The table below sets forth details of certain of the Group’s representative projects as at 30

June 2020:
Total
Contract Amount
No. Project Name Investee Company / Repurchasing Party Date of Commencement Date of Completion Amount Invested
(RMB in (RMB in
millions) millions)
l. Source of the City Lake Zaozhuang Shuntong Water July 2017 October 2019 301.4 276.5
Lianging Hu Environmental  Co., Ltd. R il KB A
Pollution Control Project W)
(CRITREE S MR 15 o ih
BT
2. lingning County Urbanand ~ Jingning County Yintao October 2017 October 2021 2844 187.1
Rural Water Supply Tianbao ~ Water Supply Phase 1I
Project (FFEEREMAPMKHE  Ancillary Engineering
TI#) Construction Co., Ltd.
(FRERDIRE K HRET
BERARFLLH)
3 Shan County Dashahe Danshahe Reservoir Project ~ January 2018 June 2020 188.6 120.0
Reservoir Project (8 K1) Construction Management
WKL) Office of Shan County Water
Affairs Bureau (B8 K%
KUK LR o )
4, Tongren County Reservoir Tongren County Reservoir January 2018 June 2021 172.0 509
[rrigation Project Segment 2 Irrigation District
(FIEB%EKEERLE -  Construction Management
BE) Bureau (i {8 % Bk
e )
5. Hubei Province Huangshi Huangshi City Construction  October 2017 October 2019 150.0 1324

City Yujiashan Pumping
Station-Dingfeng Gate “Gate
and Station Conjugating”
Reconstruction Project (1
BERATHALRS-HEH
“Mihe—ERTE)

Investment Development Co.,
Ld, (R
FHRRALT)
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Total

Contract Amount
Project Name Investee Company / Repurchasing Party Date of Commencement Date of Completion Amount Invested

(RMB in (RMBin
millions) millions)

Yugan County’s 2017 People’s Government of the ~ November 2017 April 2019 1247 104.8

Coordinating and Integrating ~ Ruihong Town of Yugan

Fund Advancement on High ~ County (% #5 it 51

Standard Farmland AR

Construction Project

Construction Segment |

(Ruihong Section) (fkEREE

WIEREE L EIER

EERMERRAG T

(Bt FREL) )

Yuyao City Fourth Phase Ningbo Sunnong Group Co., ~ December 2018 May 2020 108.6 74.0

Surrounding Area Hubei L. (BH#RER

North Block Land Cultivation AR/ #])

and Improvement Integrated

Project (41 1 79 41l [ 414t

AR R g R —

BILER)

Hubei Province Honghu East ~ Hubei Province Honghu East ~ November 2018 November 2022 98.8 33.0

Sub-block Flood Storage Sub-block Flood Storage

Area Storage Project Area Construction

Embankment Construction Management Bureau (14

Segment [(WALHWHK S WHAFREIRERR)

WE RS LR DR

R LR

Liaoning Province Dandong City Water Business ~ December 2018 December 2020 713 42.8

China-North Korea Boundary ~ Center (FHR i K

River Flood Control and Tkl

Bank Protection Project

(Phase II), Mashi Flood

Control Project, Segment

Aihe West Branch Diversion

Weir Reconstruction Project

(EEBPET Wb tE R T

B (3 By TRA L

BB MR T

)

Liaoning Province Anshan Anshan City Housing and January 2020 January 2022 1”3 7.0

City Nansha River, Yunliang
River and Yangliuhe City
Ecological Environment
Comprehensive Management
Project (Phase 1) PPP Project
(EERHWTRDT - ER
I T 6 A AR RS
GARI IR (— ) ppp
HH)

Urban-Rural Development
Committee (¥ 1117 f 5 Ak
wERZAE)
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Selected Projects

° Plain Reservoir Project CF-JR/KEEIEH H)

This project was implemented to tackle water safety problems in the rural areas within
Shandong. Under the project plan, 30 plain reservoirs will be constructed with estimated total
investment of RMB9.97 billion. From 2012 to 2016, as commissioned by the Shandong
Provincial Government, the Group participated in the construction of 24 plain reservoirs with
a total amount invested of RMB7.31 billion, of which 20.0% (approximately RMB1,519
million in total) was funded by the Shandong Provincial Department of Finance.

e  Huangshui East Diversion Emergency Project (# 7K % i JE & T F2)

This project was implemented pursuant to approval of the Development and Reform
Committee of the Shandong Province (L& #EMKEZ B E) for the purposes of
remedying the tight water supply situation in Qingdao, Yantai, Weifang and Weihai and
ensuring a stable water supply in the Jiaodong area. It was the first large-scale hydraulic
engineering construction project in Shandong Province that represented the successful
integration of marketised operations for a municipal project. The Group was primarily
responsible for the investment, financing and construction of the project and the provincial
government had contributed approximately one-third of the project’s total investment.

This project contemplated the sourcing of water from Caodian and Mawan in Dongying,
which passes through the Guangnan Reservoir and enters the Weibei Second Reservoir
through pressurized pumping stations and water pipelines. The water route crosses five
districts and counties in Dongying and Weifang. This project commenced in December 2016
and was completed in May 2019, with a total investment of RMB6.9 billion. Given the entire
project completed within 850 days from the commencement date, the Group has effectively
built up a corporate brand that delivers quality and efficiency. The project has been in
operation since August 2019 and has a designed daily water supply capacity of 1.3 million
cubic metres, which effectively guarantees the stability of the water supply in the area.

Overseas Projects

In recent years, the Group has successfully expanded its geographic network into overseas
markets, such as the People’s Republic of Bangladesh, Myanmar and Nepal. As at the date of this
Offering Circular, the Group has undertaken several prominent hydraulic engineering construction
projects in such countries, including the Dredging of the Bangladeshi River Project
(Fx L 3E B ¥ 32 H ), the Bangladesh Dhaka Centre Prison Development Project (i Il i % R H
L EESRBHEEIH H ), the Nigeria Port and Industrial Park Construction Project (%% M Fl| 55 i [ B T. 2%
&l ##%JH H), the Myanmar Gonghai Hydropower Station Project (#fifa) % i /K TRV % JHH) and
the Cambodian Shangding Waterworks Project (3% I T /K& IH H). Through participating in
such major projects, the Group has been able to effectively promote its brand, increase industry
recognition of its capabilities and enhance its market share, all of which is geared toward its
objective to build a strong international presence.
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Construction and Development

The Group carries out its hydraulic construction projects either through in-house
construction, typically in respect of those projects with greater contract values, or, for smaller
projects, through outsourcing the works to local construction companies. As at the date of this
Offering Circular, the Group fully undertakes the construction of approximately 90.0% of its
projects. In that instance, the Group is responsible for the entire construction process (except for
design), but an independent third-party supervision unit is also engaged to provide additional
oversight. The Group usually funds its hydraulic engineering construction projects with internal
cash and external resources, such as bank loans or bond financing. See “— Competitive Strengths
— Prudent financing structure and diversified funding channels” for more details.

The Group secures its hydraulic engineering construction projects through public tenders. It
enters into a construction contract with the customer (the relevant project owner) to take on the
general contractor role. The construction contract typically specifies details such as the scope of
work, the construction schedule, investment budgets, fees and payment terms, termination and
warranties with respect to quality and on-schedule completion. The contract will stipulate that the
Group be paid actual project costs, including any labour and material costs, management costs,
finance costs, taxes and other project related expenses. The Group recognises revenue in
accordance with project construction progress, and payment is settled in stages upon reaching
certain milestones set out in the relevant contract based on the amount of work completed. Upon
project completion and final inspection and acceptance by the customer, any residual amount
payable under the construction contract will be paid to the Group except for the withholding of
typically 5.0% of the total contract value as retention monies for any defects in the quality of the
Group’s work for the length of a one-year warranty period post-completion.

Construction Management

The Group has implemented and maintains a comprehensive management and supervision
system to assist its management to exercise appropriate oversight and control over every stage of a
project’s lifecycle, including project implementation, labour management, raw materials
monitoring, quality control and compliance / certification. Work is carried out in accordance with
the agreed timeline and scope of work that are set out in the tender documents and contracts. Upon
commencement of a construction project, the Group will set up a dedicated construction project
team with a project manager to be responsible for project management and monitoring of
construction works, and to ensure the quality, safety and timely completion of the project. The
Safety Management Department of the Group will in turn supervise the construction project team
and conduct regular inspection of project progress. Selection of raw material suppliers and
procurement of equipment are also conducted based on project specifications and design, as well
as in compliance with relevant laws and regulations.

Third-party Subcontractors

The Group generally selects third-party subcontractors through public tender and bidding
based on certain criteria, such as reputation, track record in similar projects, financial strength and
creditworthiness, technical capabilities, proposed construction blueprint and pricing.
Subcontractors are typically responsible for the procurement of construction materials and
equipment but the Group may reserve the right to designate specific suppliers. The Group either
makes partial payments to the subcontractors according to construction progress or pays one fixed
lump sum for the contracted services upon completion of a project. The Group generally withholds
approximately 5.0% to 10.0% of the total contracting fees payable to a subcontractor for a period
of one year (depending on the type of contracted construction) as retention monies against any
issues with the subcontractor’s work.
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Water Supply

Leveraging the expertise and experience gained from its hydraulic engineering construction
business, the Group has actively expanded its operations downstream into water supply and
wastewater treatment. Since commencement of these operations, the Group’s water supply and
wastewater treatment businesses have grown to become two key sources of revenue.

The Group’s water supply business primarily comprises the provision of water to both
industrial and residential users in Shandong Province, covering 16 cities and towns such as
Weifang, Taian, Dezhou, Rizhao, Jining, Heze and Liaocheng. It is the largest raw water supplier in
these areas in terms of volume, with 115 urban and rural water supply projects and a daily water
supply capacity of 6.0 million cubic meters. The Group’s water supply projects in operation serve
nearly a total of 120 million people in urban and rural areas combined. The Group had signed
regional exclusive agreements ranging from 20 to 50 years with the local governments in respect of
these water supply projects. As at the same date, the Group had 129 raw water pump stations and 48
water supply plants, with an aggregate designed daily supply capacity of approximately 4.1 million
cubic metres. The supply pipeline network of the Group extends over 9,762 kilometres and
includes both raw water pipes and end-user water pipes.

The following table sets forth the annual water supply volume of the Group by user type for
the periods indicated:

For the year ended 31 December For the six months ended 30 June
2017 2018 2019 2019 2020

Annual Annual Annual Annual Annual

Volume % Volume % Volume % Volume % Volume %

(million (million (million (million (million

cubic cubic cubic cubic cubic

metres) metres) metres) metres) metres)
Residential users . . .. 16.7 4.9 31.0 6.6 106.9 19.1 35.1 14.2 64.4 20.2
Industrial users . . . . .. 323.7 95.1 4372 93.4  454.0 80.9 2125 85.8 2549 79.8
Total ............. 3404  100.0 468.2 100.0  560.9 100.0  247.6  100.0  319.3  100.0

The table below sets forth certain performance indicators of the Group’s water supply
operations for the periods indicated:

For the six months ended 30
For the year ended 31 December June

2017 2018 2019 2019 2020

Total designed daily water

supply capacity (in million

cubic metres) ............... 2.8 2.9 4.0 3.6 4.1
Actual water volume supplied

(million cubic metres per

VEAT) et 340.4 468.2 560.9 247.5 319.3
Average supply price
(RMB per cubic metre) ...... 1.95 2.40 2.49 2.57 2.3

Water Resources

The Group procures raw water primarily from its own or third-party reservoirs serving the
Yellow River and also water diverted from the Jiaodong area. To secure water resources, the Group
undertakes water reservoir projects either through the “Build-Own-Operate (BOO)” or the
“Build-Own-Operate-Transfer (BOOT)” business models. In particular, it adopts a commercial
arrangement with respect to such water reservoir projects which provides it with subsequent water
intake rights and regional supply rights. This effectively ensures the scale of its water supply
business and the resulting revenue generated from this sub-segment will increase as each relevant
water reservoir project completes construction. As at 30 June 2020, the Group had 29 water
reservoirs in operation across the province with a total designed storage capacity of approximately
505.3 million cubic metres and a total designed daily water intake volume of approximately 4.1
million cubic metres.

- 130 -



There are seven main operating subsidiaries for this business, namely Shandong Shuifa
Tianyuan Water Group Co., Ltd. (111 37K %% K I /K 5 4E B A PR/~ 7)), Shuifa Zhongxing (111 # /K %%
W BLAE [ FR /A w]), Shuifa Ecological Industry Group Co., Ltd. (ZK¥$4: 7 2E4E A R A
(formerly known as Qi Lu Shui Wu Group Co., Ltd. (R E KB EBEAGBRAF)), Shuifa
Environmental Technology Group Co., Ltd. KRR LB AR/ A) (formerly known as
Shuifa Shengbang Group Co., Ltd. (/K¥FEEFRLE A FR/A ), Shandong Water Development
Group Co., Ltd. (1L # 7K | %% f 4E B 45 B 22 7)), Shuifa Environmental Protection Group Co., Ltd.
(K EEBROR 4L B A F/A A) and Shuifa Huaxia Group Co., Ltd. (7K %5 % & 42 [H A R A ).

The table below sets forth certain details of these seven operating subsidiaries as at 30 June
2020:

Designed Daily
Supply Capacity

(’000 cubic metres)

Actual Daily

Supply Region(s) Supply Volume

Shandong Shuifa Tianyuan Water  Heze 722.9 471.3
Group Co., Ltd.
(L SRR S RV KBS 42 1
ARAFD) oo

Shuifa Zhongxing Weifang, Binzhou, 1,083.0 543.4
(LK 8 A BB A /A ). . Zhanggiu, Linyi,

Zouping, Laiwu, Taian

Shuifa Ecological Industry Xuecheng District, 176.0 79.5
Group Co., Ltd. Zaozhuang, Zhoucun
ORBELREEEEMARAF) . District, Zibo

Shuifa Environmental Technology Linyi 450.0 123.1
Group Co., Ltd.
OKBEBRER LA RAR)

Shandong Water Development Dezhou, Maanshan, 918.0 437.1
Group Co., Ltd. Wuhan
(LSRR 38 AR B A BR A D .

Shuifa Environmental Protection Weifang, Shouguang 686.0 324.1
Group Co., Ltd.
OKERRIERARAT . ... ..

Shuifa Huaxia Group Co., Ltd. Chengwu 37.5 37.2
OKEFERLEBMARAF) . ...

Total ......................... 4,073.4 2,015.7

Water Supply Agreements

In respect of water supply to industrial users, the Group enters into cooperation agreements
with local governments or commercial users for a term generally ranging from three years to 30
years and directly settles payments with its customers on a monthly basis based on the actual
volume of water supplied. The Group generally directly negotiates and sets the tariffs with the
corresponding industrial user on a case by case basis while making reference to the guidance prices
set by the government. This pricing mechanism is typically subject to periodic adjustment in
accordance with and as specified in the cooperation agreements. The typical terms of these
cooperation agreements include, among others, provision of unit prices, setting of mechanisms for
pricing adjustments and settlement of payments, compliance with quality specifications, and
granting of termination rights. In respect of water supply to residential users, the Group charges
water tariffs calculated based on the actual volume of usage as recorded from water meters and the
tariff rate as approved by the government.

Further, the Group’s cooperation agreements with local governments in Shandong Province
generally include exclusive supply rights such as those in concessionary agreements, i.e. the
supplier has an exclusive right to operate its business in the relevant geographical regions for the
specified term of the agreement. This is one of the key reasons contributing to the Group’s
dominant industry position in Shandong Province.
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Water Quality

In order to ensure the safety and quality of its water resources, the Group carries out regular
testing, inspection and maintenance with respect to its facilities, including water in-taking
facilities, purification facilities, pumping stations and pipeline network. For example, the Group
typically conducts extensive repairs and maintenance two to three times annually for its main
pipeline and three to five times monthly for its supporting pipelines. This is particularly important,
given that quality of the water supplied by the Group has to meet certain standards, such as the
National Drink Water Standard (GB5749-2006). See “PRC Regulations — Regulations Relating to
the Water Industry” for other regulations relating to the Group’s water supply business.

Ancillary services

The Group also provides construction services on an intercompany basis in relation to its
water supply business. Such construction works primarily involve the installation of pipelines for
water distribution, construction of reservoirs for water storage, as well as the construction of
supply plants. The Group’s subsidiaries will typically undertake all aspects of the construction
process, except for design-related work which is carried out by third-party subcontractors.
Revenue is recognised from these intercompany transactions, but elimination is then carried out at
the consolidated level.

Wastewater Treatment

The Group’s wastewater treatment business primarily comprises the treatment of (i)
municipal, industrial and high-concentration wastewater and (ii) landfill leachate, before
discharge into the natural ecosystem in accordance with relevant national and local standards.
Municipal wastewater, also known as sewage, is composed of domestic effluents and infiltrated
ground water, which contain organic pollutants and pathogens that are likely to cause odour and
transmit diseases. Industrial wastewater is produced by industries, particularly from chemical and
pharmaceutical manufacturing, as an undesirable by-product and a major pollution source.
Leachate is the liquid that drains or “leaches” from a waste landfill and contains various pollutants
such as high concentrations of organic matters and inorganic constituents, which may cause
extensive pollution in surface and ground water resources if not properly treated and discharged.

As at 30 June 2020, the Group had over 24 wastewater treatment plants in operation located in
Shandong Province, Fujian Province, Jilin Province, Shanxi Province and Anhui Province. The
Group’s wasterwater treatment capabilities cover the entire industry chain, and it believes that it
possesses the largest county-level wastewater treatment plant in Shandong Province and a landfill
leachate disposal project which is viewed as an industry benchmark.

The table below sets forth certain performance indicators of the Group’s wastewater
treatment operations for the periods indicated:

For the six months ended

For the year ended 31 December 30 June

2017 2018 2019 2019 2020
Daily treatment capacity
(million tonnes) .................. 0.7 0.9 1.0 1.0 1.1
Annual treatment capacity
(million tonnes) .................. 238.9 323.2 368.7 284.2 388.2
Actual annual treatment volume
(million tonnes) .................. 227.0 255.4 294.8 136.8 159.1

The Group conducts this business through seven main operating subsidiaries, namely
Shandong Shuifa Tianyuan Water Group Co., Ltd. (LLH /K% RIFEKEEBMARAF]), Shuifa
Zhongxing (111 H /K %% 52 Bl £E [#] 4 FR /A 7]), Shuifa Ecological Industry Group Co., Ltd. (7K #$2E f& 7
LB AH R F) (formerly known as Qi Lu Shui Wu Group Co., Ltd. (758 /K85 4 B A BRA F)),
Shuifa Environmental Technology Group Co., Ltd. (K # 5 R S B A FR /A F]) (formerly known
as Shuifa Shengbang Group Co., Ltd. (7K EI4E E A FR/A A])), Shuifa Environmental Protection
Group Co., Ltd. (7K§§‘f,%%%7ﬁf5ﬁ/&ﬁl), Shuifa Public Utilities Group Co., Ltd. (/K #/> F 24
%A R/~ 7l) and Lukong Water Group Co., Ltd. (8 /K5 5% e £ B A A A)).
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The table below sets forth certain details of these seven operating subsidiaries as at 30 June
2020:

Annual Average Daily
Treatment Treatment
Type Volume Volume

(’000 cubic metres)

Shandong Shuifa Tianyuan Water ~ Municipal wastewater 33,694.4 185.0
Group Co., Ltd.
(L SR 7K 388 TR 5 K 5 5 1 A R
/A1 I

Shuifa Zhongxing Municipal and industrial 27,628.7 151.8
(IR K EE R BLAEF A RA ) . wastewater

Shuifa Ecological Industry Group  Municipal wastewater 32,198.7 176.9
Co., Ltd.
OKEEERREEEBARAT) .

Lukong Water Group Co., Ltd. Municipal and industrial 20,438.3 112.4
(PR BEE REBARAT) . wastewater

Shuifa Environmental Protection Industrial wastewater 26,981.5 148.2
Group Co., Ltd.
OKEBRREBARAF). ... ..

Shuifa Public Utilities Municipal wastewater 12,498.1 68.6
Group Co., Ltd. and solid leachate
KA FEEEARAT). .

Shuifa Environmental Technology = Municipal wastewater 5,722.7 31.4
Group Co., Ltd.
OKEBRBREEE AR A H)

Total ............ .. ... ... ... 159,162.4 874.3

Wastewater Treatment Agreements

Similar to its water supply agreements, the Group enters into cooperation agreements with a
term generally ranging from three years to 30 years with local governments or community
management committees in the PRC in respect of wastewater treatment services. Pursuant to such
agreements, the Group charges the relevant local governments treatment fees based on the volume
of discharged wastewater and the agreed tariff for the contractual period. The agreements will
typically stipulate a fixed minimum volume of wastewater to be treated as well as a pre-set
minimum unit price, such that the Group is still entitled to receive payments based on such
minimum volume and unit price even when the actual wastewater volume treated or actual unit
price does not meet such specifications. However, if the actual volume and unit price exceed the
minimum set in the agreements, then the Group will receive payments calculated based on the
actual volume and/or unit price.

Similar to water supply tariff charged to industrial users, the Group directly negotiates tariffs
with the corresponding customer while making reference to the guidance prices set by the
government, subject to periodic adjustments in accordance with a set mechanism specified in the
cooperation agreement. Typical terms of these wastewater treatment cooperation agreements are
similar to those for its water supply services, including the granting of exclusive rights to operate
its wastewater treatment services in relevant regions covered by such agreements. The Group
settles payment with the local governments on a monthly or quarterly basis and has a termination
right if payments are not received within the agreed time period pursuant to such agreements.

After the wastewater treatment plant is approved for construction, the Group can apply for

and obtain exclusive operating rights, thereby deriving a monopolistic position. It will sign a
minimum water volume contract, which ensures that its profitability remains stable.
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Processes and Techniques

The Group customises and adopts a range of scientific and technologically-advanced
processes and techniques for the treatment of municipal and industrial wastewater and landfill
leachate, taking into account factors such as (i) waste composition, (ii) discharge standards, (iii)
volume to be treated and (iv) customer specifications.

Treatment of Wastewater

In general, the treatment of wastewater involves a series of physical, biological and chemical
processes. Wastewater is collected through the pipeline network and directed to the wastewater
treatment plants.

The flow chart below sets forth a general illustration of the treatment processes of municipal
and industrial wastewater:

Coagulant
Treatment

Incoming
‘Wastewater

oy

Reaction Tank

4

Pre-treatment

Mixture &
Coagulation

l

Sedimentation

l

uv
. . Disinfection Clean
Filtration Water —>»  Customers
Tank

° Coagulation treatment. Floating particles in the wastewater are removed using physical

treatment methods. Incoming wastewater is first pumped through a coarse screen and a
fine screen to filter out larger particles, after which it passes through a grit chamber
which removes fine suspended solids. The pre-treated wastewater then enters into a
biological reaction tank for coagulation treatment, which focuses on the application of
cultivated micro-organisms to remove colloid and soluble organic pollutants in the
wastewater.

Sedimentation. The biologically treated wastewater then enters the sedimentation tank
for sludge-water separation and the final sedimentation tank for disinfection.

UV disinfection. At this stage, suspended solids, total phosphorous, nitrogen and
organic matters, which are difficult to degrade in the water, are handled using a
combination of physical and chemical treatment methods. If necessary, further
treatment is carried out utilising biological treatment methods.

The deployment of advanced processes and techniques by the Group is necessary to ensure its
treated wastewater effluents meet requisite standards, such as the National Wastewater Standards
(GB18918-2002) before reuse or release to surface water in the environment. See “PRC
Regulations” for other regulations relating to the Group’s wastewater treatment business.
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Treatment of Landfill Leachate

The treatment process of landfill leachate is highly complex due to the high variable quantity
and quality of waste leachates. There are various technologies and methods that can be utilised, but
the Group’s process mainly involves the 2-stage distube reverse osmosis (DTRO) system. The
DTRO module system is designed to ensure molecular and ionic separation of the whole spectrum
of pollutants, including colloids, bacteria, viruses and organic matter.

The flow chart below sets forth a general illustration of the treatment process of landfill
leachate:

Incoming Sand Cartridge
»| Wastewater Filtration Filtration Concentrated
Tank Solution Concentrated
4 Solution Tank
2-stage >
Concentrated Solution
Lej‘mh{flte Sulphuric :
Adjusting Acid i 1-stage DTRO,
Tank Filtered Solution ! 60%-70% Designed Recycling Rate

Filtered
Solution | pegeration Ton Clean
B I Y T rower | > Exchange | o Water
Tank

2-stage DTRO,
Recycling Rate 90%
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Clean Energy

The Group has constantly sought to explore new business opportunities and develop
additional revenue sources. One such example is its clean energy business (which includes power
generation and heat generation) that it commenced through various mergers and acquisitions. The
Group’s offerings include photovoltaic power generation, hydropower generation, biomass power
generation, central heating and urban gas services. The primary operating entities for this segment
include, among others, Shuifa Energy Group Co., Ltd. (/KZFREVRSEE A R/ F]), Shuifa
Zhongxing, Shuifa Public Utilities Group Co., Ltd. (/K #§/\ il 55 264 B 47 FR/A A]), Shuifa Huaxia
Group Co., Ltd. (K #¥ % £ B4 PR /A7) and Shuifa Anhe Group Co., Ltd. (7K %% % F1 4 [H 4 BR A
A]). The Group believes that the scale of its biomass installed capacity is among the top three in the
PRC; the scale of its photovoltaic power operations ranks second in Shandong Province; the scale
of its wind power operations ranks first in Shandong Province among state-owned enterprises; and
its market shares for curtain walls and smart dimming film rank ninth and first in the PRC,
respectively.

As at 30 June 2020, the Group’s completed projects include 26 photovoltaic power generation
projects with an aggregate installed capacity of approximately 570.5 megawatts, 23 hydropower
generation projects with an aggregate installed capacity of approximately 361.0 megawatts, ten
biomass power generation projects with an aggregate installed capacity of approximately 259.0
megawatts, ten central heating projects with a coverage area of approximately 57.8 million square
metres and eight urban natural gas projects with an aggregate daily supply volume capacity of
approximately 2.4 million cubic metres. As at the date of this Offering Circular, the aggregate
installed capacity of the Group’s clean energy projects is 1,190.5 megawatts.

Further, the Group had 21 projects under construction as at 30 June 2020, comprising 12
hydropower generation projects and nine biomass power generation projects, as detailed in the
following table.

Estimated
Installed Estimated Amount
Project Capacity Investment Invested
(RMB in (RMB in
(MW) millions) millions)
Hydropower generation
Queruduo Hydropower Station (i U1 7K 78 3if) 151.0 2,552.0 1,982.0
La Suva Power Station (FI#RFLEYE) ....... .. 120.0 1,423.2 235.6
Cuowa Power Station (FEZE®RM) ............ 57.0 607.0 555.2
Dawanyaoshu Power Station (K& #4858 ul) .. 54.0 504.0 199.6
Bay East Power Station (3 R V) .......... 60.0 562.4 752.2
Nanmenguan Hydropower Station
(FAMBAKEI) o 40.0 600.0 496.2
Kuxirong Power Station (¥ PHARTES) ........ 24.0 240.0 118.3
Xining Power Station (PE ) ............ 13.0 148.8 103.1
Moziyan Power Station (J& F#H &) ........ 16.0 133.2 111.2
Shanshuping Power Station (2 PEFE ) ... .. 20.0 116.4 195.3
Luoshan River Power Station (£ LLIIE & k) ... 7.8 71.9 39.5
Liuzhong River Power Station (Jii ' #E &) .. 5.0 54.7 36.2
Sub-total. ............ .. ... .. ... ... ... .. 567.8 7,013.6 4,824.4
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Estimated

Installed Estimated Amount
Project Capacity Investment Invested
(RMB in (RMB in
(MW) millions) millions)
Biomass power generation
Heilongjiang Fuhua Jinhe
Environmental Energy Technology Co., Ltd.
Cogeneration Project (JRHEVL & 2 £ {0 BR e B
HARARBEBRERR) ... 60.0 450.0 241.8
Puyang County Biomass Thermal
Power Project (G SR AL RIBVETHH) ... .. 30.0 314.0 268.8

Liangshan Qianneng Biomass

Cogeneration Project (42111 Fif g 4= 1) & #4 76 Wi

FEYHH) 30.0 352.3 243.6
Fuyu City Shuntai Biomass Power

Generation Project (4K 8x T %8 2E V) B e 88

THH) o 30.0 275.0 305.6
Haiyang Yongneng Biomass Heat-Electricity

Cogeneration Project (¥ [5 7K BE A= 1) BT 24 T 1

BETEH) o 30.0 271.0 92.1
Shandong Feixian Bioenergy

Comprehensive Utilisation Project (111 5 % %

EYRERALAE A FMIEA) 30.0 354.8 325.5
Jiangsu Hongdong Biomass Heat-Electricity

Cogeneration Project (VL% s AE ¥ B GE 24 7E

BREETEH) 30.0 273.9 255.3
Shandong Mingke Energy-saving

Engineering Co., Ltd. 2# Unit Project (11| 5 A

RERTREIR I A IR A ml2# b AHIEE) ... 15.0 50.0 35.0
Xiangfen Biomass Power Generation 2#

Unit Project (B AV E 8 Bo#HAHIEH) ... 15.0 85.1 82.6
Sub-total ............ ... . ... . ... ... 270.0 2,426.1 1,850.3
Total ......... . ... . ... ... ... 9,439.6 6,674.7

Representative Project — Bagmati Hydropower Station ( E3 1% 55 & 7K 5 i)

As at the date of this Offering Circular, the Bagmati Hydropower Station, which is located at
the Bagmati River in the Mark Wanpur area of Nepal, has been connected to the grid and in
operation. The Bagmati Hydropower Station is one of the earliest investment projects by Chinese
state-owned enterprises in Nepal, representing a transnational investment project in alignment
with the Belt and Road Initiative promoted by the PRC government. The Group’s involvement in
this project has enhanced its brand and reputation in both the PRC and Nepal, particularly given
that this project is also viewed as part of Nepal’s plan to address the country’s power situation and
to promote its economic development.

As at 30 June 2020, the installed capacity of the hydropower station was 22.0 megawatts. For
the six months ended 30 June 2020, the power generation output of the hydropower station is
486,024.0 megawatts per hour and the average installed utilisation of the hydropower station is
1,262.4 hours.
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Modern Agriculture

In recent years, the Group has been continuously broadening the scale of its modern
agriculture business. In July 2018, the Shandong Provincial Government approved the proposed
gratuitous transfers of Shandong Agricultural Industrial Group Corporation (111 3 & 2 3 H £ £ H
/5 1l), Shandong Agricultural Financing Guarantee Co., Ltd. (11 & R & & - A FR/A F]) and
certain other entities from the Shandong Provincial Department of Agriculture to the Group to
commence reorganisation of such entities and to establish the sole agricultural investment and
financing platform in Shandong Province. The main operating entities for this business are Shuifa
Agriculture Investment Co., Ltd. (/K% 2 2 & 4 BR /2 F]) and Shandong Shuikong Development
Group Co., Ltd. (111 3Rk #2482 4 % A FR A 7). For the years ended 31 December 2017, 2018 and
2019 and the six months ended 30 June 2019 and 2020, the Group’s operating revenue generated
from its modern agriculture business segment was approximately RMB269.0 million, RMB605.0
million, RMB5,449.4 million, RMB153.0 million and RMB1,684.2 million, respectively,
representing approximately 4.7%, 5.5%, 25.5%, 2.2% and 13.9% of the Group’s operating revenue
for the same periods.

The Group provides a comprehensive offering of efficient and high-end agricultural
development and production services covering the construction of planting bases, agricultural and
ancillary products processing, agriculture-related finance, agriculture information technology,
agriculture advisory and brand promotion. In particular, the Group has been keen to promote the
integration of internet technology with its agricultural services. For example, the Group developed
a management platform for its agricultural supply chain services, “Nongbopin” (f#1H &h), which
utilises an “agent-to-customer (A2C)” model to facilitate internet-based information sharing,
modernised agricultural planting, systematic and precise ordering and scientific methods for
production management.

As at 30 June 2020, the Group had equity interests in more than 50 agricultural professional
cooperatives in the PRC. As at the same date, the Group also owned transferred land of
approximately 3,333.4 million sq.m. and cooperative land of approximately 853.3 million sq.m. in
Shandong, Xinjiang, Inner Mongolia and other regions of the PRC. The Group has the land use
rights for the transferred land and cooperative land while the transferors retain the land contract
rights.

The Group actively participates in the national rural revitalisation strategy, with the goal of
creating green, ecological, efficient and innovative modern agriculture, which is mainly classified
into four areas: institutional agriculture, facility agriculture, park agriculture, and field
agriculture. In this regard, the Group had carried out large-scale planting of cotton and sugar beet
on more than 4 million mu of land in Xinjiang, establishing one of the PRC’s long-staple cotton
planting bases, and also built a forest of 1 million acres in the Heze region in Shandong, including
the largest catalpa tree seedling base and the single largest oil peony seedling base in the PRC.

Cultural Tourism

Following the recent reorganisation of the Group’s business segmentation, the Group has
expended efforts on growing its cultural tourism business, specifically the integrated business
development of its engagement in medical and health care, real estate and tourism, which has
generated increased revenues for the Group. For the years ended 2017, 2018 and 2019 and the six
months ended 30 June 2019 and 2020, the Group’s operating revenue generated from its cultural
tourism business segment was approximately RMB1,471.1 million, RMB2,994.4 million,
RMB3,278.8 million, RMB886.6 million and RMB&19.8 million, respectively, representing
approximately 25.4%, 27.1%, 15.4%, 12.5% and 6.8% of the Group’s operating revenue for the
same periods. As at the date of this Offering Circular, the Group has two tourism projects in
operation with half-annual visitor volume of 38,000 as at 30 June 2020, whereas the development
of its new projects such as Flower Dance World ({t #1if %) and Central China Tribal Village (X
#B¥%) continues to see good progress.
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Medical and Health Care

The Group commenced its medical and health care business in 2014 following the
establishment of Shandong Shuifa Health Development Co., Ltd. (1l # /K ZF5EE 48 B A BRA A)
(formerly known as Shandong Hehui Medical Co., Ltd. (IR & EHBE AR/ H)), an indirect
majority-owned subsidiary. Subsequently, the Group started growing this segment through its
establishment of Lu Medical Holdings Co., Ltd. (£ % ¥ % B /A F]) (“Lu Medical Holdings”), a
direct wholly-owned subsidiary, which then set up Lu Medical Holdings (Leling) Co., Ltd. (BB
Ji (4&0%) A FR/A2 FD), as well as various acquisitions of hospital facilities.

In December 2019, the Group disposed of the four hospital facilities operated by it under this
sub-segment: Chengwu County People’s Hospital (i # A F& % ), Leling People’s Hospital (4%
Bzl AREEPBE), Leling Hospital of Traditional Chinese Medicine (44Fz1hi % F¢) and Leling
Maternal and Child Care Centre (44 Tt 2) fR £ BE), to the local government of Leling City in
exchange for certain land parcels and buildings which are permitted to be developed and used for
medical and health care purposes (the “Disposal”). The relevant real property rights in respect of
the land parcels and buildings had been transferred to and registered under Lu Medical Holdings
(Leling) Co., Ltd. (B #EMK (440%) ARR/AF]), an indirect subsidiary of the Company. Going
forward, the Group intends to refocus more on the research and development of pharmaceuticals
and medicines, as well as health rehabilitation and wellness facilities and services. In 2016, the
Group acquired the 100% equity interest in Shandong Wantong Pharmaceutical Co., Ltd. (1L 3 #
HEESEA BRA D).

Prior to the Disposal, the Group generated revenue for this sub-segment through medical
services provided at its hospital facilities and from the supply of pharmaceuticals and medicines,
as further detailed in the table below:

For the six months ended
For the year ended 31 December 30 June

2017 2018 2019 2019 2020
(RMB in millions)

Hospital medical care ............. 753.8 746.4 375.4 212.2 -
Supply of pharmaceuticals and
medicines ............. .