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IMPORTANT

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

Jilin Province Chuncheng Heating Company Limited”
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(A joint stock limited liability company incorporated in the People’s Republic of China)

GLOBAL OFFERING

Number of Offer Shares 116,700,000 H Shares (subject to the
under the Global Offering Over-allotment Option)
Number of International Offer Shares 105,030,000 H Shares (subject to
adjustment and the Over-allotment
Option)
Number of Hong Kong Public 11,670,000 H Shares (subject to
Offer Shares adjustment)

Maximum Offer Price : HK$2.50 per H Share, plus brokerage
fee of 1%, SFC transaction levy of
0.0027% and Hong Kong Stock
Exchange trading fee of 0.005%
(payable in full on application in Hong
Kong dollars and subject to refund on
final pricing)

Nominal value : RMB1.00 per H Share
Stock code 1853
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Sole Sponsor, Sole Global Coordinator, Sole Bookrunner and Sole Lead Manager

@ BOC INTERNATIONAL

Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility
for the contents of this prospectus, make no representation as to its accuracy or completeness and expressly disclaim any liability whatsoever for any loss howsoever
arising from or in reliance upon the whole or any part of the contents of this prospectus.

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

We are incorporated, and all of our businesses are located, in the PRC. Potential investors should be aware of the differences in the legal, economic and financial
systems between the PRC and Hong Kong, and the fact that there are different risks relating to investment in PRC incorporated companies. Potential investors should
also be aware that the regulatory framework in the PRC is different from the regulatory framework in Hong Kong, and should take into consideration the different
market nature of the H Shares. Such differences and risk factors are set out in the sections headed “Risk Factors”, “Appendix III — Taxation and Foreign Exchange”,
“Appendix IV — Summary of Principal PRC and Hong Kong Legal and Regulatory Provisions” and “Appendix V — Summary of Articles of Association” in this
prospectus.

The Offer Price is expected to be determined by agreement between our Company and the Sole Global Coordinator (for itself and on behalf of the Underwriters) on
the Price Determination Date. The Price Determination Date is expected to be on or around 17 October 2019 or such later time as may be agreed by our Company
and the Sole Global Coordinator (for itself and on behalf of the Underwriters), but in any event no later than 23 October 2019. The Offer Price will be not more than
HK$2.50 per Offer Share and is currently expected to be not less than HK$1.90 per Offer Share. Investors applying for Hong Kong Public Offer Shares must pay,
on application, the maximum Offer Price of HK$2.50 per Offer Share, unless otherwise announced, together with brokerage of 1.0%, SFC transaction levy of 0.0027%
and Hong Kong Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price is lower than the price per Offer Share payable on application.

The Sole Global Coordinator (for itself, and on behalf of the Sole Bookrunner and Underwriters) may, with our consent, reduce the number of Offer Shares and/or
the indicative Offer Price range below that stated in this prospectus (which is HK$1.90 to HK$2.50 per Offer Share) at any time prior to the morning of the last day
for lodging applications under the Hong Kong Public Offering. In such a case, notices of the reduction in the number of Offer Shares and/or the indicative Offer Price
range will be published in the South China Morning Post (in English) and the Wen Wei Po (in Chinese) not later than the morning of the last day for lodging
applications under the Hong Kong Public Offering. Such notice will also be available on the website of the Hong Kong Stock Exchange at www.hkexnews.hk and
our website at www.cc-tp.com.cn. Further details are set out in the sections headed “Structure of the Global Offering” and “How to Apply for Hong Kong Public
Offer Shares” in this prospectus.

The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement to subscribe for, and to procure subscribers for, the Hong Kong Public
Offer Shares, are subject to termination by the Sole Global Coordinator (for itself and on behalf of the Hong Kong Underwriters) if certain events shall occur prior
to 8:00 a.m. on the Listing Date. Such grounds are set out in the section headed “Underwriting” in this prospectus. It is important that you refer to that section for
further details.

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

* For identification purpose only.

27 September 2019



EXPECTED TIMETABLEY

If there is any change in the following expected timetable of the Hong Kong Public
Offering, we will issue an announcement in Hong Kong to be published in the South
China Morning Post (in English), and in the Wen Wei Po (in Chinese).

Hong Kong Public Offering commences and
WHITE and YELLOW Application Forms
available from .......... ... ... ... ... 9:00 a.m. on Friday, 27 September 2019

Latest time to complete electronic applications under
White Form eIPO service through the designated
website at www.eipo.com.hk™® . .. ... . ... ... 11:30 a.m. on Thursday, 17 October 2019

Application lists open™® . ... ... .. .. .. .. ... .. 11:45 a.m. on Thursday, 17 October 2019

Latest time to lodge WHITE and
YELLOW Application Forms . ............ 12:00 noon on Thursday, 17 October 2019

Latest time to give electronic application
instructions to HKSCC™ ... ... ... .. .... 12:00 noon on Thursday, 17 October 2019

Latest time to complete payment of
White Form eIPO applications by
effecting internet banking transfer(s) or

PPS payment transfer(s). .. ............... 12:00 noon on Thursday, 17 October 2019
Application lists close. . ................ ... 12:00 noon on Thursday, 17 October 2019
Expected Price Determination Date. . .. ................... Thursday, 17 October 2019
Announcement of the Offer Price ...................... Wednesday, 23 October 2019

Announcement of:
. the level of applications in the Hong Kong Public Offering;
o the level of indications of interest in the International Offering; and
. the basis of allocation of the Hong Kong Public Offer Shares,
to be published (a) in South China Morning Post (in English)

and Wen Wei Po (in Chinese); (b) on our website
at www.cc-tp.com.cn®® and the website of the

Hong Kong Stock Exchange at www.hkexnews.hk®
on or before. . . ... .. Wednesday, 23 October 2019




EXPECTED TIMETABLEY

Results of allocations in the Hong Kong Public Offering
(with successful applicants’ identification document
numbers where appropriate) to be available through a
variety of channels (see “How to Apply for Hong Kong
Public Offer Shares — Publication of Results”) from ...... Wednesday, 23 October 2019

Results of allocations in the Hong Kong Public Offering will
be available at www.iporesults.com.hk (alternatively:

English https://www.eipo.com.hk/en/Allotment;
Chinese https://www.eipo.com.hk/zh-hk/Allotment)
with a “search by ID” function ...................... Wednesday, 23 October 2019

H Share certificates in respect of wholly or partially
successful applications to be dispatched or
deposited into CCASS™” .. ... ... ... ... ... ... .. ... .. Wednesday, 23 October 2019

White Form e-Refund payment instructions/refund checks
in respect of wholly or partially unsuccessful applications
to be dispatched on or before”®® ... Wednesday, 23 October 2019

Dealings in H Shares on the Hong Kong Stock
Exchange expected to commence at . ......... 9:00 a.m. on Thursday, 24 October 2019

The application for the Hong Kong Public Offer Shares will commence on Friday, 27
September 2019 through Thursday, 17 October 2019, being longer than normal market
practice of four days. The application monies (including the brokerages, SFC transaction
levies and Hong Kong Stock Exchange trading fees) will be held by the receiving bank on
behalf of us and the refund monies, if any, will be returned to the applicants without
interest on Wednesday, 23 October 2019. Investors should be aware that the dealings in the
H Shares on the Hong Kong Stock Exchange are expected to commence on Thursday, 24
October 2019.

Notes:

1. All dates and times refer to Hong Kong local dates and times, except as otherwise stated. Details of the
arrangement for the Global Offering, including conditions of the Hong Kong Public Offering, are set out in
the section headed “Structure of the Global Offering” of this prospectus.

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

3. If there is/are a tropical cyclone warning signal number 8 above, a “black” rainstorm warning and/or Extreme
Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Thursday, 17 October
2019, the application lists will not open on that day. See “How to Apply for Hong Kong Public Offer Shares
— Effect of Bad Weather on the Opening of the Application Lists” of this prospectus.

4. Applicants who apply for the Hong Kong Public Offer Shares by giving electronic application instructions

to HKSCC should see the section headed “How to Apply for Hong Kong Public Offer Shares — Applying by
Giving Electronic Application Instructions to HKSCC via CCASS” of this prospectus.
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EXPECTED TIMETABLEY

5. None of the website or any of the information contained on the website forms part of this prospectus.

6. The announcement will be available for viewing on the Hong Kong Stock Exchange’s website at
www.hkexnews.hk.

7. Applicants who apply for 1,000,000 or more Hong Kong Public Offer Shares and have provided all information
required by their Application Forms, they may collect their refund check(s) (if applicable) and H Share
certificates (if applicable) in person from our H Share Registrar, Computershare Hong Kong Investor Services
Limited at Shops 1712-1716, 17th Floor, Hopewell Centre, 183 Queen’s Road East, Wanchai, Hong Kong from
9:00 a.m. to 1:00 p.m. on Wednesday, 23 October 2019. Applicants being individuals who are eligible for
personal collection must not authorize any other person to make collection on their behalf. Applicants being
corporations who are eligible for personal collection must attend by their authorized representatives each
bearing a letter of authorization from his corporation stamped with the corporation’s chop. Both individuals
and authorized representatives of corporations (if applicable) must produce, at the time of collection, evidence
of identity acceptable to our H Share Registrar. Uncollected refund checks and H Share certificates will be
dispatched promptly by ordinary post to the addresses as specified in the applicants’ Application Forms at the
applicants’ own risk. Details of the arrangements are set out in the section headed “How to Apply for Hong
Kong Public Offer Shares” in this prospectus.

8. Applicants who apply through the White Form eIPO service and paid their applications monies through single
bank accounts will have refund monies (if any) dispatched to their application payment bank account, in the
form of e-Refund payment instructions. Applicants who apply through the White Form eIPO service and paid
their application monies through multiple bank accounts will have refund monies (if any) dispatched to the
address as specified in their application instructions to the White Form eIPO Service Provider, in the form
of refund checks, by ordinary post at their own risk.

9. Refund checks will be issued in respect of wholly or partially unsuccessful applications and in respect of
successful applications if the Offer Price is less than the price payable on application.

The H Shares certificates will only become valid certificates of title provided that the
Global Offering has become unconditional in all respects and neither the Hong Kong
Underwriting Agreement nor the International Underwriting Agreement is terminated in
accordance with its respective terms prior to 8:00 a.m. on the Listing Date (which is expected
to be on or about Thursday, 24 October 2019). Investors who trade the H Shares on the basis
of publicly available allocation details prior to the receipt of H Share certificates or prior to the
H Shares certificates becoming valid certificates of title do so entirely at their own risk.

The above expected timetable is a summary only. See “Structure of the Global Offering”
and “How to Apply for Hong Kong Public Offer Shares” for details of the structure of the
Global Offering, including the conditions of the Global Offering, and the procedures for
application for the Hong Kong Public Offer Shares.
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SUMMARY

This summary aims to give you an overview of the information contained in this
prospectus. As this is a summary, it does not contain all the information that may be
important to you. You should read this prospectus, including the appendices, in its entirety

before you decide to invest in the Offer Shares.

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

OVERVIEW

We were the largest heat service provider in Jilin Province in terms of heat service area
in 2018, according to the Frost & Sullivan Report. Heat supply is our core business, which has
more than 20 years of operating history in Changchun. We have established a leading position
and extensive experience in the heat supply industry in Changchun and Jilin Province. We also
offer construction, maintenance and design services which include (i) engineering
construction, (ii) engineering maintenance, (iii) design services, and (iv) electrical and
instrument maintenance and repair. Our construction, maintenance and design services,
together with our heat supply, cover a wide spectrum of services of the industrial chain.

For the year ended 31 December For the three months ended 31 March
2016 017 2018 2018 019
(Unaudited)
% of % of % of % of % of

fotal fotal fotal fotal fotal
RMB'000  revenue RMB'000  revenue RMB'000  revenue RMB’000  revenue RMB'000  revenue

Revenue
Heat supply, of which: 82,013 92.2% 84801  TT1% 939522 65.0% 468719  946% 487489  88.8%
- Provision and

distribution of heat 4090 85.3% 792381 TLS% 875399 60.8% 447523 90.3% 469333 85.5%
- Pipeline connection fee 43,887 52% 48718 44% 5152 35% 12,756 26% 13,501 2.5%
- Heat transmission 14,035 17% 13,702 12% 12,601 09% 8440 17% 465 0.8%

Construction, maintenance and
design services'”, of which: 66418 78% 253572 209% 500637 8% 26673 54% 61405 11.2%
- Engineering construction 57,883 0.8% 208547  188% 310928  20.6% 18,617 3.8% 44,626 8.1%

- Engineering maintenance 1,989 02% 36942 33% 173,063 12.0% 5,928 129 15424 2.8%
- Design services 5,534 0.7% 7,351 0.7% 16,051 1.1% 2,105 0.4% 1,287 0.2%
- Others® 1,012 0.1% 732 0.1% 595 0.1% 3 0.0% 08 0.1%
Total 848,431 100.0% 1,108373  100.0% 1440,159  1000% 495,392  100.0% 548,894  100.0%
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Notes:

(1) During the Track Record Period, our electrical and instrument maintenance and repair services were
rendered on an intra-group basis and thus revenue generated from these services was eliminated on a
consolidated basis. We intend to provide our electrical and instrument maintenance and repair services
to third parties after the Listing.

(2)  Others included rental services and sales of goods.

Heat supply

Pursuant to relevant rules and regulations, we only supply heat during the heat supply
period which typically commences in October and ends in April of the following year. During
the Track Record Period, we provided heat supply to residential and non-residential end-users
in Changchun, Jilin Province. As at 31 December 2018, our heat service area was
approximately 38.5 million sq.m., accounted for approximately 6.3% and 15.4% of the total
heat service area in Jilin Province and Changchun, respectively.

The following table sets out a breakdown of revenue generated from provision and
distribution of heat by residential and non-residential end-users for the periods indicated.

For the year ended 31 December For the three months ended 31 March
2016 017 2018 2018 019
(Unaudited)
% of % of % of % of % of
revenite from reventie from revenile from reventie from revenile from
provision and provision and provision and provision and provision and
distribution distribution distribution distribution distribution

RMB'000 of heat - RMB’000 of heat - RMB’000 of heat - RMB’000 of heat - RMB 000 of heat

Revenue generated

from provision and

distribution of heat
Residential end-users 477,342 65.9% 525,057 66.3% 582,129 60.5% 295,924 60.1% 312,746 06.6%
Non-residential end-

users 246,749 1% 267,14 B3.7% 293,270 33.5% 151,599 33.9% 156,587 33.4%

Total 724,091 100.0% 792,381 100.0% 875,399 100.0% 447,523 100.0% 469,333 100.0%

During the Track Record Period, our heat was sourced through two channels, including
(i) heat procured from local cogeneration plants; and (ii) heat produced by coal-fired boilers.
For the years ended 31 December 2016, 2017 and 2018 and the three months ended 31 March
2019, in terms of volume, approximately 67.9%, 68.8%, 82.7% and 100% of our heat was
procured from local cogeneration plants, namely No. 2 Cogeneration Plant, No. 4 Cogeneration
Plant and No. 5 Cogeneration Plant, which are Independent Third Parties. These three
cogeneration plants represent three out of the five existing cogeneration plants in Changchun.

_2_
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For the same periods, in terms of volume, approximately 32.1%, 31.2%, 17.3% and none of our
heat was generated from the coal-fired boilers owned by our Controlling Shareholder which
were not transferred to our Group during the Reorganization. Commencing from the heat
supply period in October 2018, all of the heat demand is satisfied by heat procurement from
local cogeneration plants. During the Track Record Period, certain of heat procurement quota
we obtained from the local cogeneration plants was transferred to three other heat service
providers after we received consents of the cogeneration plants.

Within our heat service area, our heat distribution network primarily consists of our own
primary distribution pipelines. We own the proprietary rights of our primary distribution
pipelines and we are responsible for their maintenance. Our heat distribution network covers
the inner urban areas of Changchun, which includes Chaoyang district (¥iF5l#), Nanguan
district (B [&), Lvyuan district (#k[# ), Kuancheng district (RUIRIA), Jingyue district (7 H
[#) and Erdao district (% [&). As at 31 December 2016, 2017 and 2018 and 31 March 2019,
our heat service area was approximately 33.2 million sq.m., 35.8 million sq.m., 38.5 million
sq.m. and 38.5 million sq.m., respectively.

Pursuant to the relevant PRC laws and regulations, heat service area of a particular heat
service provider and the construction of primary distribution pipelines are subject to a
municipal planning by the local government. We believe that our revenue generation relating
to our existing heat service area will remain stable as we are as a matter of fact the sole heat
service provider within our existing heat service area. Other heat service providers are unlikely
to enter our existing heat service area due to the significant entry barriers. For more
information relating to the entry barriers of heat supply, please refer to the sections headed
“Industry Overview — Entry Barriers” and “Business — Our Competitive Strengths — We were
the largest heat service provider in Jilin Province in 2018 with leading market position and we
operate in the heat supply market where there are significant barriers to entry” in this

prospectus.
Construction, Maintenance and Design Services

During the Track Record Period, leveraging on our extensive experience and reputation
in the heat supply business, we have established our strong capabilities of offering
construction, maintenance and design services, enabling us to provide comprehensive heat
supply-related services in the industry. Our construction, maintenance and design services
include:

(i) engineering construction — our capabilities include heating facility construction,
pipeline installation, boiler installation, heat exchange station installation, heat
facility maintenance and construction management;

(ii) engineering maintenance — we offer engineering maintenance services such as
carrying out heating facility cleaning, installation, repair and maintenance as well as
replacement for other heat service providers and end-users;
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(iii) design services — we offer engineering design services for construction projects
mainly relating to the heat supply industry, such as designing and providing
consultancy and technical services for construction projects of distribution
networks, heat exchange stations, as well as boiler rooms; and

(iv) electrical and instrument maintenance and repair — since October 2017, we offer
services of testing, maintenance and repair of instruments such as gauges, meters
and variable-frequency drives.

OUR CUSTOMERS

Our top five customers accounted for approximately 7.1%, 17.5%, 29.1% and 11.1% of
our revenues for the years ended 31 December 2016, 2017 and 2018 and the three months
ended 31 March 2019, respectively.

Heat Supply

Our heat supply customers include residential and non-residential end-users located
within our heat service area. During the Track Record Period, we had maintained a broad
customer base within our heat service area in Changchun City. As at 31 December 2016, 2017
and 2018 and 31 March 2019, we had 258,098, 284,750, 306,966 and 306,966 customers,
respectively. The top ten customers of our heat supply business are generally universities,
hospitals, property developers and property management companies.

Construction, Maintenance and Design Services

During the Track Record Period, the customers of our construction, maintenance and
design services are located within and outside Jilin Province. The industry in which the
customers of our construction, maintenance and design services operate covers a broad range,
including among others, heat supply, property development and civil construction. For the
years ended 31 December 2016, 2017 and 2018 and the three months ended 31 March 2019,

we had 55, 52, 62 and 11 customers, respectively, of such services.

For the years ended 31 December 2017 and 2018 and the three months ended 31 March
2019, two of our main customers of our construction, maintenance and design services (which
were the main contractors of the Three Supplies and Property Management Operations in
connection with Shenyang Railway Bureau ({%[%#i#%/5) awarded by our Controlling
Shareholder through a tender process) contributed to approximately 35.3%, 54.0% and 28.1%,
respectively, of our total revenue in this business segment. Please refer to the section headed
“Relationship with our Controlling Shareholder — Independence from our Controlling
Shareholder” in this prospectus for details.
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PRICING
Heat Supply

According to the PRC Pricing Law, the PRC Government may direct, guide or adjust the
prices of public utilities. The heat rate we charge our heat supply end-users is governed by Jilin
Provincial Development and Reform Commission (¥ ##& #0(Z), which may be subject to
adjustment due to various reasons, such as fluctuation in coal price, inflation and other local
factors, after considering the opinions of different stakeholders including the heat supply
end-users and the heat supply enterprises like our Company. Effective from the heat supply
period of 2015-2016, heat rate in Changchun is RMB27 per sq.m. for residential properties,
RMB34 per sq.m. for commercial properties and RMB31 per sq.m. for other properties,
respectively. Heat rate for commercial properties reduced from RMB34 per sq.m. to RMB31
per sq.m. commencing from the heat supply period of 2016-2017. Meanwhile, our heat
procurement price with the cogeneration plants is subject to a benchmark price governed by
Changchun Municipal Development and Reform Commission (& H#§4 %), Changchun
Municipal Finance Bureau (&M M E(R) and Urban-Rural Development Committee of
Changchun (& TP E 2 H @), which may be adjusted after considering the cost (mainly
includes the coal, water, electricity consumption cost and environmental cost) and reasonable
profits of the cogeneration plants and the interests of the heat supply companies and the
end-users. According to a guiding opinion issued by the pricing bureau of Jilin Province in July
2018, when the local weighted average coal price fluctuates by more than 10%, the above price
adjustment mechanism may be triggered which may then lead to adjustment to the heat rate and

heat procurement price correspondingly.

We do not have control over the prices or their adjustments as such adjustments are
typically initiated by the relevant governing authorities and are subject to their final decision,
and there may potentially be a mismatch between adjustments made to the heat procurement
prices and the heat rates. We cannot assure you that we will be able to pass our increased costs
to our heat supply end-users. For more information, please refer to the sections headed “Risk
Factors — Risks relating to our Business — We do not have control over the pricing of heat
supply (both heat procurement price with cogeneration plants and heat rates charging
end-users) and construction, maintenance and design services which are both restricted by the
PRC Government and our profit may be materially and adversely affected if the price
adjustments are not proportionate to the increase of our cost”, “Business — Our Business
Segments — Heat Supply — Sale of Heat — Pricing” and “Business — Our Business Segments —
Heat Supply — Heat Procurement from Cogeneration Plants — Heat Procurement Price” in this
prospectus.

Construction, Maintenance and Design Services

For construction, maintenance and design services, our prices are typically state-
prescribed or state-recommended. Where there is no such guidance, we will make reference to
the regional market prices, taking into account the costs for labor, raw materials, machineries,
tools, as well as market prevailing rates.
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OUR SUPPLIERS

Our top five suppliers accounted for approximately 44.2%, 44.4%, 39.5% and 69.6% of
our total cost of sales for the years ended 31 December 2016, 2017 and 2018 and the three
months ended 31 March 2019, respectively.

Heat Supply

During the Track Record Period, the local cogeneration plants, namely No. 2
Cogeneration Plant, No. 4 Cogeneration Plant and No. 5 Cogeneration Plant were our suppliers
of our heat procurement. Commencing from the heat supply period in October 2018, all of the
heat demand is satisfied by heat procured from local cogeneration plants. For the years ended
31 December 2016, 2017 and 2018 and the three months ended 31 March 2019, the total heat
procurement cost was approximately RMB181.1 million, RMB199.0 million, RMB312.8
million and RMB228.1 million, representing approximately 24.9%, 21.6%, 25.7% and 61.1%
of our total cost of sales for the same periods, respectively.

We primarily procured coal, electricity and water for the heat produced by coal-fired
boilers. We procured electricity and water from the local public utility companies for heat
generation, heat distribution as well as our daily operation. For the years ended 31 December
2016, 2017 and 2018 and the three months ended 31 March 2019, we purchased coal for
approximately 306,219 tons, 350,703 tons, 234,285 tons and nil, respectively. For the same
periods, our coal cost was approximately RMB116.7 million, RMB160.0 million, RMB114.8
million and nil, respectively. The coal cost in 2018 substantially decreased compared to 2017
and 2016 and became nil for the three months ended 31 March 2019 since we completely
ceased the heat production by coal-fired boilers in April 2018 thus ceased our coal procurement
thereafter.

As aresult of our cessation of heat production by coal-fired boilers, we are able to reduce
staff requirement which was previously necessary in boiler operation and maintenance. We are
less affected by fluctuation in coal price as we do not need coal procurement for the purpose
of heat production by ourselves although the cogeneration plants remain fueled by coal. For the
years ended 31 December 2016, 2017 and 2018, our average procurement cost for heat
procured from cogeneration plants by heat service area was approximately in the range of
RMB9.0/sq.m. to RMB10.5/sq.m., while the average cost for our heat production by coal-fired
boilers by heat service area was approximately in the range of RMBS8.5/sq.m. to
RMB16.5/sq.m. Going forward, we will benefit from the effective cost structure reflected in
the full satisfaction of our heat demand from cogeneration plants. While heat procured from
cogeneration plants is more cost-effective, our reliance on the operations of the cogeneration
plants increases as heat procured from cogeneration plants becomes the sole heat source of our
heat supply. As such, our heat supply is more sensitive to the continuous operation of the
cogeneration plants, heat procurement quota available to us and the heat procurement price
applied to us. For further details, please refer to sections headed “Risk Factors — Risks Relating
to Our Business - Any shortage of, disruption or suspension to, the supply of heat to us from
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the cogeneration plants could materially and adversely affect our heat supply business”, “Risk
Factors — Risks Relating to Our Business — We did not enter into any long-term heat
procurement agreements with the cogeneration plants, and any failure to renew the existing
procurement agreement could materially and adversely affect our heat supply business”,
“Business — Our Competitive Strengths” and “Business — Heat Supply — Heat Source” in this
prospectus.

Construction, Maintenance and Design Services

Our suppliers for our construction, maintenance and design services are mainly the raw
material and equipment manufacturers and/or trading companies as well as the third-party labor
service providers. The key raw materials required for our construction, maintenance and design
services, other than our design services, include steel, insulation materials, pipelines, valves,
process equipment and electrical and instruments. During the Track Record Period, we sourced
these raw materials from suppliers located in the PRC.

Our Competitive Landscape

According to the Frost & Sullivan Report, the centralized municipal heating markets in
China, Northeast China and Jilin Province are fragmented while market concentration of
municipal heating market area in Jilin Province is relatively higher than that in Northeast China
and China. Most municipal heating enterprises in China are local companies. Major market
participants in the PRC municipal heating market are (i) specialized heat service providers, (ii)
subsidiaries of power generation groups, and (iii) property developers. In 2018, we are the
largest heat service provider in Jilin Province and Changchun by heat service area,
respectively. We believe that our leading market position, effective cost structure, smart
heating network system, comprehensive heat-related services and experienced management
team will continue to enable us to remain competitive in the future. Please see the section
headed “Industry Overview — Competitive Landscape of the Municipal Heating Industry in the
PRC” in this prospectus for further details on the markets in which we operate and for a
discussion of our competition.

Our Competitive Strengths

We believe that our historical growth is attributable to the following competitive
strengths:

. We were the largest heat service provider in Jilin Province in 2018 with leading
market position and we operate in the heat supply market where there are significant
barriers to entry;

. Our heat is currently fully sourced from the local cogeneration plants, which allows
us to benefit from the cost effectiveness of this heat source;
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. We have adopted a smart heating network system, which allows us to conduct our

heat supply business precisely and efficiently;

. Our heat supply business has a long history in Changchun with strong brand
recognition and we are a comprehensive heat supply-related service provider; and

. We have an experienced and committed management team.

Please refer to the section headed “Business — Our Competitive Strengths” in this

prospectus for further details.

Our Business Strategies

Leveraging on our experience and market reputation, we plan to implement the following
strategies to achieve our goals:

. Further enhance our smart heating network system and improve operational
efficiency;

. Continue to strengthen our construction, maintenance and design services

capabilities; and

. Proactively seek potential opportunities in heat supply industry and strategically
increase our market share within and outside Jilin Province.

Please refer to the section headed “Business — Our Business Strategies” in this prospectus
for further details.

SHAREHOLDING STRUCTURE AND RELATIONSHIP WITH OUR CONTROLLING
SHAREHOLDER

Our Controlling Shareholder, Changchun Heating Group is a state-owned company
established on 28 April 1998 in Changchun City, the PRC, and is wholly-owned by SASAC
Changchun. Immediately upon completion of the Global Offering, assuming that the
Over-allotment Option will not be exercised at all, our Controlling Shareholder will hold
approximately 69.75% of our issued share capital, and will remain as our Controlling
Shareholder.

Before the Reorganization, our Controlling Shareholder was principally engaged in the
business of heat production, provision of heating services, heating engineering designs, heating
facilities and pipelines construction and maintenance. During the Reorganization, Changchun
Heating Group injected its operating assets and liabilities relating to heat supply and heat
supply-related services into our Company. For more details about the Reorganization, please
refer to the section headed “History, Development and Reorganization — Reorganization” in
this prospectus.
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After the Reorganization, our Controlling Shareholder focuses on other business
operations, namely, property management, water supply, pipeline manufacturing, sale of
industrial steam and financial investments. However, our Controlling Shareholder retains
certain businesses relating to heat supply and heat services (i.e. Excluded Businesses). We have
also adopted adequate corporate governance measures to manage conflicts of interest arising
from potential competing business and to safeguard the interests of our Shareholders. Please
refer to the section headed “Relationship with Our Controlling Shareholder” in this prospectus
for more details.

We have also entered into certain continuing connected transactions with our Controlling
Shareholder including provision of construction, maintenance and design services and
purchase of pipes in the ordinary course of our business. Please refer to the section headed

“Connected Transactions” in this prospectus for details.

PRE-IPO INVESTMENTS

On 26 April 2018, we entered into a capital increase agreement, pursuant to which
Changchun SCIO Group, a state-owned company, agreed to inject RMB28,000,000 in our
Company and became our Pre-IPO investor. Following the completion of the Capital Injection,
Changchun SCIO Group became a shareholder of our Company, holding 7% equity interest in
our Company. Please refer to the section headed “History, Development and Reorganization —
Reorganization — 3. Introduction of new shareholder as a Pre-IPO investor and capital
injection” in this prospectus for further details.

SUMMARY OF MATERIAL RISK FACTORS

There are certain risks and uncertainties involved in our business operations and in
connection with the Global Offering, many of which are beyond our control. Some of the major
risks that could materially and adversely affect our business, financial condition and results of
operations include:

. any shortage of, disruption or suspension to, the supply of heat to us from the
cogeneration plants could materially and adversely affect our heat supply business;

. we completely ceased heat production by coal-fired boilers in April 2018. Hence,
our historical results of operation and financial position in our heat supply business
may not be indicative of our future performance;

. we are subject to potential adverse consequences due to users’ title defects
associated with certain heat exchange stations we use to install heating equipment,
which may materially and adversely affect our heat supply business;
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. we do not have control over the pricing of heat supply and construction,
maintenance and design services which are both restricted by the PRC Government
and our profit may be materially and adversely affected if the price adjustments are
not proportionate to the increase of our cost; and

. our results of operations could be adversely affected if we are no longer entitled to
the government grants currently or previously available to us.

You should read the entire section headed “Risk Factors” in this prospectus carefully
before deciding to invest in the Offer Shares.

SUMMARY OF KEY FINANCIAL INFORMATION

The following tables set out a summary of our consolidated financial information for the
periods indicated and have been derived from our consolidated financial statements as set out
in the Accountants’ Report included in Appendix I to this prospectus. The summary of our
consolidated financial information should be read together with the consolidated financial
statements in Appendix I to this prospectus, including the accompanying notes and the
information set out in the section headed “Financial Information” in this prospectus. Our
consolidated financial statements have been prepared in accordance with IFRS.

Selected Items of Consolidated Statements of Profit or Loss and Comprehensive Income

The following table shows selected items from our consolidated statements of profit or
loss and comprehensive income for the periods indicated:

For the year For the three months
ended 31 December ended 31 March
2016 2017 2018 2018 2019
RMB’000  RMB’000 RMB’000 RMB’000  RMB’000
(Unaudited)

Revenue 848,431 1,108,373 1,440,159 495,392 548,894

Cost of sales (727,557)  (920,365) (1,215,485) (368,985) (373,072)

Gross profit 120,874 188,008 224,674 126,407 175,822

Profit before tax 99,598 115,219 139,283 114,523 170,785
Profit for the

year/period 72,794 85,832 102,677 86,024 128,563

— 10 =
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The following table sets out our gross profit and gross profit margin by segment for the

periods indicated.

For the year ended 31 December For the three months ended 31 March
2016 2017 2018 2018 2019
(Unaudited)
Gross Gross Gross Gross Gross
profit profit profit profit profit

RMB’000  margin RMB’000  margin RMB’000  margin RMB’000  margin RMB’000  margin

Gross Profit

Heat supply 108,222 13.8% 143478  16.8% 150946  16.1% 121,999  26.0% 167,696  344%
Construction,

maintenance and

design services 12,652 19.0% 44,530 17.6% 73,728 14.7% 4,408 16.5% 8,126 13.2%

Total 120874 142% 188,008  17.0% 224,674  15.6% 126407  255% 175822  32.0%

The gross profit for our heat supply business increased by approximately RMB35.3
million, or 32.6%, from RMB108.2 million in 2016 to RMB143.5 million in 2017, and
remained relatively stable from 2017 to 2018. The gross profit margin for our heat supply
business also increased from 13.8% in 2016 to 16.8% in 2017, primarily due to a decrease in
the maintenance and repair cost for heat supply following completion of replacement of certain
aged primary distribution pipelines and other major maintenance and repair work in 2016, and
remained relatively stable from 2017 to 2018. The gross profit for heat supply business
increased by approximately RMB45.7 million, or 37.5%, from approximately RMB122.0
million for the three months ended 31 March 2018 to approximately RMB167.7 million for the
three months ended 31 March 2019, and the gross profit margin for heat supply business
increased from 26.0% for the three months ended 31 March 2018 to 34.4% for the three months
ended 31 March 2019, primarily due to the decrease in cost of sales of heat supply associated
with coal-fired boilers since we have fully ceased the heat production by coal-fired boilers
since April 2018. Due to seasonality and the heat supply period, the gross profit margin for
January to March is generally higher than that annually. For details about seasonality of our
financial conditions and business operation, please refer to the sections headed “Financial
Information — Key Factors Affecting our Results of Operations — Seasonality” and “Business
— Heat Supply — Seasonality” in this prospectus.

11 =
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The gross profit for our construction, maintenance and design services increased by
approximately RMB31.8 million, or 252.0%, from RMB12.7 million in 2016 to RMB44.5
million in 2017, and our gross profit increased by approximately RMB29.2 million, or 65.6%,
from RMB44.5 million in 2017 to RMB73.7 million in 2018. The gross profit margin for our
construction, maintenance and design services decreased from 2016 to 2017, primarily due to
lower profit margin recorded in certain engineering construction projects as we were in the
process of developing our operation. The gross profit margin for our construction, maintenance
and design services decreased from 2017 to 2018, primarily due to lower gross profit margin
recorded in certain projects we operated in connection with the Three Supplies and Property
Management Operations in 2018. Please refer to the section headed “Relationship with Our
Controlling Shareholder — The Excluded Businesses and Reasons for Exclusion — (1) Three
Supplies and Property Management Operations” in this prospectus for details. The gross profit
for our construction, maintenance and design services increased by approximately RMB3.7
million, or 84.3%, from approximately RMB4.4 million for the three months ended 31 March
2018 to approximately RMBS.1 million for the three months ended 31 March 2019. However,
our gross profit margin for construction, maintenance and design services decreased from
16.5% for the three months ended 31 March 2018 to 13.2% for the three months ended 31
March 2019, primarily due to lower gross profit margin recorded in certain engineering

construction projects in relation to municipal construction.
Selected Items of Consolidated Statements of Financial Position

The following table shows selected items from our consolidated statements of financial

position as at the dates indicated:

As at As at

As at 31 December 31 March 31 July

2016 2017 2018 2019 2019

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

(Unaudited)

Total non-current assets 1,250,231 1,366,909 1,028,460 1,010,109 969,908

Total current assets 1,245,839 1,290,190 1,187,799 693,167 482,415

Total current liabilities 1,386,105 1,649,596 1,178,551 551,034 339,265

Net current

(liabilities)/assets (140,266) (359,406) 9,248 142,133 143,150
Total non-current

liabilities 666,487 714,774 535,392 521,546 513,895

Net assets 443,478 292,729 502,316 630,696 599,163

— 12 =



SUMMARY

We recorded a net current liability position as at 31 December 2016 and 2017
respectively. This is primarily due to (i) capital expenditures incurred in the amount of
RMB326.1 million and RMB213.3 million in 2016 and 2017, respectively, for the acquisition
of property, plant and equipment which were mainly for the construction of primary
distribution pipelines connecting to No. 5 Cogeneration Plant and the construction of our
integrated heat distribution network connecting No. 2 Cogeneration Plant, No. 4 Cogeneration
Plan and No. 5 Cogeneration Plant to our primary distribution network; and (ii) acquisitions of
equity interest by our Group in certain associates and unlisted equity investments at fair value
through other comprehensive income with a total amount of approximately RMB239.8 million
by cash and cash equivalents in 2017 which were accounted for as deemed distributions as
described below. Please refer to the relevant risk disclosed in section headed “Risk