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 or an invitation to enter into any agreement to do any such things, nor is it calculated to
invite any offer to acquire, purchase or subscribe for any securities.

This announcement and the listing document referred to herein have been published for information purposes
only as required by the 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 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.

The material contained in this announcement is not for distribution or circulation, directly or indirectly, in or into the
United States. This announcement is solely for the purpose of reference and does not constitute an offer to sell or the
solicitation of an offer to buy, any securities in any jurisdiction to any person to whom it is unlawtul to make the offer
or solicitation in such jurisdiction. The securities referred to herein 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 in the United
States, except in certain transactions exempt from, or not subject to, the registration requirements of the Securities Act.
No public offer of securities is to be made in the United States, Hong Kong or in any other jurisdiction where such an
offering is restricted or prohibited. The Company does not intend to make any offering of securities described herein
in the United States.

Notice to Hong Kong investors: The Issuer and the Guarantor (each as defined below) confirm that the Securities
(as defined below) are intended for purchase by professional investors (as defined in Chapter 37 of the Rules
Governing the Listing of Securities on the Hong Kong Stock Exchange) only and have been listed on the Hong Kong
Stock Exchange (as defined below) on that basis. Accordingly, each of the Issuer and the Guarantor confirm that the
Securities are not appropriate as an investment for retail investors in Hong Kong. Investors should carefully consider
the risks involved.
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U.S.$500,000,000 Senior Guaranteed Perpetual Securities
(the “Securities”)
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POWERCHINA

(FTEENERKEBEBRLIA)
POWER CONSTRUCTION CORPORATION OF CHINA

(incorporated under the laws of the People’s Republic of China)
(the “Guarantor”)

This announcement is issued pursuant to Rule 37.39A of the Rules Governing the Listing of
Securities (the “Listing Rules”) on The Stock Exchange of Hong Kong Limited (the “Hong Kong
Stock Exchange”).

Please refer to the offering circular dated 25 March 2021 (the “Offering Circular”) appended
hereto in relation to the Securities. As disclosed in the Offering Circular, the Securities are
intended for purchase by professional investors (as defined in Chapter 37 of the Listing Rules)
only and have been listed on the Hong Kong Stock Exchange on that basis.

The Offering Circular does not constitute a prospectus, notice, circular, brochure or advertisement
offering to sell any securities to the public in any jurisdiction, nor is it an invitation to the public
to make offers to subscribe for or purchase any securities, nor is it circulated to invite offers by the
public to subscribe for or purchase any securities.

7 April 2021
As at the date of this announcement, the director of the Issuer is Yan Liang.
As at the date of this announcement, the members of the Standing Committee of Party of the

Guarantor are Yan Zhiyong, Ding Yanzhang, Wang Bin, Liu Yuan, Fu Yueyan, Yang Liang, Yao
Qiang and Li Yanming.



IMPORTANT NOTICE

NOT FOR DISTRIBUTION IN THE UNITED STATES.

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to the attached offering
circular (the “Offering Circular”), and you are therefore advised to read this disclaimer 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 from time to time, each time you receive any information as a result of such access. You acknowledge that the
access to the Offering Circular is intended for use by you only and you agree you will not forward or otherwise provide access to any other
person.

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 (EACH AS DESCRIBED HEREIN) HAVE NOT BEEN, AND WILL NOT BE,
REGISTERED UNDER THE UNITED STATES SECURITIES ACT OF 1933, AS AMENDED (THE “SECURITIES ACT”), OR THE
SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR OTHER JURISDICTION AND THE SECURITIES AND THE
GUARANTEE MAY NOT BE OFFERED OR SOLD IN 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 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 THIS DOCUMENT IN WHOLE OR IN PART IS
UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION OF THE SECURITIES ACT OR
THE APPLICABLE LAWS OF OTHER JURISDICTIONS. IF YOU HAVE GAINED ACCESS TO THIS TRANSMISSION CONTRARY TO
ANY OF THE FOREGOING RESTRICTIONS, YOU ARE NOT AUTHORISED AND WILL NOT BE ABLE TO PURCHASE ANY OF THE
SECURITIES DESCRIBED THEREIN.

Confirmation of Your Representation: You have accessed the attached document on the basis that you have confirmed to Powerchina
Roadbridge Group (British Virgin Islands) Limited (the “Issuer”), Power Construction Corporation of China (the “Guarantor”) and Standard
Chartered Bank, Bank of China Limited, BOCI Asia Limited, ABCI Capital Limited, BNP Paribas, BOCOM International Securities Limited,
CCB International Capital Limited, China Everbright Bank Co., Ltd., Hong Kong Branch, China International Capital Corporation Hong Kong
Securities Limited, China Securities (International) Corporate Finance Company Limited, CLSA Limited, CMBC Securities Company
Limited, DBS Bank Ltd. and ICBC International Securities Limited (together and acting in their various capacities, the “Joint Lead
Managers”) that: (1) you and any customer you represent are not located in the United States, (2) the electronic mail address that you gave
us and to which this electronic mail has been delivered is not located in the United States, its territories or possessions, and (3) you consent
to delivery of such Offering Circular and any amendments or supplements thereto by electronic transmission.

The attached document 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 herein.

You are reminded that this Offering Circular has been delivered to you on the basis that you are a person into whose possession this Offering
Circular may be lawfully delivered in accordance with the laws of the jurisdiction in which you are located and you may not, nor are you
authorised to, deliver this Offering Circular, electronically or otherwise, to any other person. If you have gained access to this transmission
contrary to the foregoing restrictions, you are not allowed to purchase any of the securities described in the attached.

The Offering Circular has been made available to you in electronic form. You are reminded that documents transmitted via this medium may
be altered or changed during the process of transmission and consequently neither the Issuer, the Guarantor, the Joint Lead Managers nor any
of their 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.

Restrictions: 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, the Joint Lead Managers, the Trustee (as defined herein) or the Agents (as defined herein) to
subscribe for or purchase any of the securities described therein, 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 a 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 will not be registered under the Securities Act and may not be offered or sold in the United States unless registered under the
Securities Act or pursuant to an exemption from such registration. Access has been limited so that it shall not constitute a general solicitation
in the United States or elsewhere. If you have gained access to this transmission contrary to the foregoing restrictions, you will be unable
to purchase any of the Securities described therein.

If you receive the Offering Circular by electronic mail, you should not reply by electronic mail to this Offering Circular, and you may not
purchase any securities by doing so. Any reply electronic mail communications, including those you generate by using the “Reply” function
on your electronic mail software, will be ignored or rejected.

You are responsible for protecting against viruses and other destructive items. If you receive this Offering Circular by electronic mail,
your use of this electronic 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.
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U.S.$500,000,000 3.08 per cent. Senior Guaranteed Perpetual Securities
Issue Price: 100.00 per cent.
unconditionally and irrevocably guaranteed by
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POWERCHINA
HEZREBEERAE
POWER CONSTRUCTION CORPORATION OF CHINA®

(incorporated under the laws of the People’s Republic of China)

The 3.08 per cent. senior guaranteed perpetual securities in the aggregate pnnule amount of U.5.§500.000,000 (the “Securities”) w111 bs issued by Powerchina Roadbridge Group (British Virgin Islands) Limited (the “Issuer”) and will be
unconditionally and irrevocably guaranteed (the “Guarantee”) by Power C of China (the “G o the “Company"™), a company incorporated under the laws of the People’s Republic of China (the “PRC™).
The Securities confer a right to receive distributions (each, a “Distribullon ) for the period from and including 1 April 2021 (the * Issue Date ) at the applicable rate described below (the “Distribution Rate”). Subject to the provisions of the
Securities relating to deferral of Distribution (see “Terms and Conditions of the Securities — Distribution — Distribution Deferral”), Distributions shall be payable semi-annually in arrear on I April and 1 October of each year (each, a “Distribution
Payment Date”) commencing on | October 2021

Unless previously redeemed in accordance with the terms of the Securities, Distributions (i) from, and including, the Issue Date to, but excluding, I April 2026 (the “First Call Date™) shall accrue on the outstanding principal amount of the Securities
at a rate of 3.08 per cent. per annum; and (ii) (A) from, and including, the First Call Date, to, but excluding, the Reset Date falling immediately after the First Call Date and (B) from, and including, each Reset Date falling after the First Call
Date, to, but excluding, the immediately following Reset Date, shall accrue on the outstanding principal amount of the Securities at the Relevant Reset Distribution Rate (except expressly provided to the otherwise, capitalised terms used herein
shall have the meaning ascribed thereto in “Terms and Conditions of the Securities”).

The Issuer may, at its sole discretion, elect to defer (in whole or in part) any Distribution (including any Arrears of Distribution and any Additional Distribution Amount) which is otherwise scheduled to be paid on a Distribution Payment Date
to the immediately following Distribution Payment Date unless a Compulsory Distribution Payment Event has occurred. Any Distribution so deferred shall remain outstanding in full and constitute Arrears of Distribution. Each amount of Arrears
of Distribution shall accrue distribution as if it constituted the principal of the Securities at the prevailing Distribution Rate and the amount of such distribution (“Ad !ionﬂl Distribution Amount™) with respect to Arrears of Distribution shall
be calculated by applying the applicable Distribution Rate to the amount of the Arrears of Distribution as described in “Terms and Conditions of the Securities — Distribution — Distribution Deferral — Cumulative Deferral”. The Tssuer may further
defer any Arrears of Distribution and Additional Distribution Amounts by complying with the specified notice requirements. The Issuer is not subject to any limits as to the number of times any Distributions and Arrears of Distribution may be
deferred. See “Terms and Conditions of the Securities — Distribution — Distribution Deferral — Cumulative Deferral”

Upon the occurrence of a Change of Control Event, a Breach of Covenant Event or a Relevant Indebtedness Default Event (each as defined in the Terms and Conditions of the Securities and each a “Step-Up Event”), unless (i) an irrevocable

written notice to redeem the Securities has been given to Holders, the Trustee and the Principal Paying Agent by the Issuer by the 30th day following the occurrence of a Step-Up Event; or (ii) such Step-Up Event is remedied by the 30th day

following the occurrence of a Step-Up Event, the Distribution Rate will be increased by 3.00 per cent. per annum with effect from (a) the next Distribution Payment Date immediately following the occurrence of such Step-Up Event or (b) if

the date on which such event occurs is prior to the most recent preceding I)lsmbuuon Pz\yn\cnl Date, such Distribution Payment Date, provided that the maximum aggregate increase in the Distribution Rate shall be 3.00 per cent per annum.

See “Terms and Conditions of the Securities — Di Increase in Di Rate following of certain events — Increase in Distribution Rate”. If following an increase in the Distribution Rate after a Step-Up Event, such

Step-Up Event is cured or no longer exists, upon written notice of such facts being given to the Holders, the Trustee and the Principal Paying Agent, the Distribution Rate shall be decreased by 3.00 per cent. per annum with effect from (and

including) the Distribution Paymem Date immediately following the date falling 30 dﬂys after the date on which the Trustee receives notice of the cure of such Step-Up Event, provided that the maximum aggregate decrease in the Distribution

Rate shall be 3.00 per cent. per annum, as further described in “Terms and Conditions of the Securities — Distribution — Increase in Distribution Rate following occurrence of certain events — Decrease in Distribution Rate”.

If on any Distribution Payment Date, payment of all Distributions scheduled to be made on such date is not made in full, the restrictions as described in “Terms and Conditions of the Securities — Di - Di: Deferral

in the case of Deferral” shall apply.

The Securities will constitute direct, general, unconditional, unsubordinated and (subject to Condition 3(a) of the Terms and Conditions of the Securities) unsecured obligations of the Issuer and shall at all times rank pari passu and without any
among . The payment of the Tssuer under the Securities shall, save for such exception as may be provided by applicable legislation and subject to Condition 3(a), at all times rank equally with all other unsecured

and i and monetary obli of the Tssuer, present and future.

The Guarantee (save for such exceptions as may be provided by ) itutes a direct, general, i and (subject to Condition 3(a) of the Terms and Conditions of the Securities) unsecured obligation
of the Guarantor which will at all times rank at least pari passu with all other present and future (subject to Condition 3(a)) unsecured and unsubordinated obligations of the Guarantor, save for such obligations as may be preferred by provisions
of law that are both mandatory and of general application.

Payments on the Securities will be made without withholding or deduction for taxes of the British Virgin Islands, the PRC, any jurisdiction in which the Issuer and the Guarantor respectively is incorporated, any jurisdiction of residence for tax
purposes of the Issuer and the Guarantor respectively or any political subdivision or any authority thereof or therein having power to tax (cach, a “Relevant Jurisdiction”) to the extent described in “Terms and Conditions of the Securities —
Taxation”.

The Securities are perpetual securities and have no fixed redemption date. The Issuer may redeem in whole, but not in part, the Securities on the First Call Date or any Distribution Payment Date after the First Call Date at their principal amount
(together with any Disiribution accrued to. but excluding, the date fixed for redemption (including any Arrears of D and any Additional Di Amount)). The Securities may also be redeemed at the option of the Issuer in whole,
but not in part, at the relevant prices specified in “Terms and Conditions of the Securities — Redemption and Purchase” upon the occurrence of (a) certain changes affecting taxes of any Relevant Jurisdiction, (b) any change or amendment to
the Relevant Accounting Standards such that the Securities must not or must no longer be recorded as “equity” of the Guarantor pursuant to the Relevant Accounting Standards, () a Breach of Covenant Event, (d) a Relevant Indebtedness Default
Event, (e) a Change of Control Event or (f) if at least 80 per cent. in principal amount of the Securities originally issued has already been redeemed or purchased and cancelled.

Pursuant to the Circular on Promoting the Reform of the Filing and Registration System on the Issuance of Foreign Debt by Enterprises of Foreign Debt (Fa Gai Wai Zi [2015] No. 2044) (B 5 S8 RECH: 2 B i S 9T SR 185 ) AT
TR 934 (S5 E12015120448) and any implementation rules, regulations, certificates, circulars or notices in connection therewith as issued by the NDRC from time (o time (the “NDRC Circular”) issued by the National Development
and Reform Commission of the PRC (“NDRC”) on 14 September 2015 which came into effect on the same day, the Guarantor has registered the issuance of the Securities with the NDRC and obtained a certificate from the NDRC dated 2 December
2020 evidencing such registration and which remains in full force and effect. The Guarantor will be required to file or cause to be filed with the NDRC the requisite information on the issuance of the Securities to the NDRC within ten PRC
Business Days after the Issue Date.

The Gudmn(or undertakes that it will (i) execute a Deed of Guarantee sub: (\nlm]ly in the form attached to the Trust Deed on the Issue Date; (ii) register or cause to be registered with the State Administration of Foreign Exchange of the PRC

(the “SAFIE) the Decd of Guarantee (the *Cross-border Security Registration”) in accordance with, and within the prescribed time period under, the Provisions on the Forcign Exchange Administration Rules on Cross-border Security (¥
b‘%ww TIUELSE)  promulgated by SAFE on 12 May 2014 and effective from 1 June 2014 and the Guidelines for ing the on the of Foreign Exchange of Cross-border Guarantee (ﬂ’*hﬂf‘{ N ;m
E4551) promulgated by SAFE on 12 May 2014 (collectively, the “SAFE Cross-border Security Registration™); (iii) use all to complete the SAFE Cross-border Security Registration and obtain a registration record from

SAFE on or before the Registration Deadline (being the day falling 90 PRC Business Days after the Issue Date); and (iv) ensure that the registration from SAFE in respect of the giving of the Guarantee remains in full force and effect for so
long as the Securities remain outstanding.

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.

UK 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 (the “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 Financial Services and Markets Act 2000 (“FSMA”) and any rules or regulations made under the FSMA to implement Directive
(EU) 2016/97, where that customer would not qualify professional client as defined in point (8) of Article 2(1) of Regulation (EU) No 600/2014 t 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

Notification under Section 309B(1)(c) of the Securities and Futures Act (Chapter 289) of Singapore (the “SFA”) - In connection with Section 309B of the SFA and the Securities and Futures (Capital Markets Products) Regulation 2018 of
Singapore (the “CMP Regulations 2018”), the Issuer has determined the classification of the Securities as prescribed capital market 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).

Investing in the Securities involves certain risks. See “Risk Factors” beginning on page 26 for a discussion of certain factors to be considered in connection with an investment in the Securities.
The Securities 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 exem| , or in a transaction not subject to, the registration requirements of the Securities Act. The Securities 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 Securities and the Guarantee and the distribution of this Offering Circular, see “Subscription and Sale”

Application will be made to The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) for listing of the Securities 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 document is for distribution to Professional Investors only.

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

The Hong Kong Stock Exchange has not reviewed the contents of this document, other than to ensure that the prescribed form disclaimer and and a limiting distribution of this document to
Professional Investors only have been reproduced in this document. Llslmg ol‘ the Securities on the Hong Kong Stock Exchange is not to be taken as an indication of the commercial merits or credit quality of the Securitics, the lssuer,
the Guarantor or the Group where or quality of in 0 Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility for the contents of this document, make no

representation as 1o its accuracy or completeness and expressly disclaim any lmbl]llv whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this document,
The Securities will be represented by beneficial interests in the 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 the Securities will not be issued in exchange for interests in the Global Certificate.

The Securities are expected to be rated “BBB” by Fitch Ratings Ltd. (“Fitch”). A
rating agency. The Guarantor is rated “Baal” by Moody’s Investors Service, Inc. (“Moody’s”), “BBB+" by Standard & Poor’s Ratings Services (

security 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
&P”) and “BBB+" by Fitch.

Joint Global Coordinators
Standard Chartered Bank Bank of China

Joint Bookrunners and Joint Lead Managers
Standard Bank of China ABC BNP BOCOM CCB

Chartered Bank International PARIBAS International International

China Everbright  China International  China Securities CLSA CMBC Capital DBS ICBC

Bank Hong Kong Capital Corporation International Bank Ltd. International
Branch

This Offering Circular is dated 25 March 2021

* for identification only



This Offering Circular includes particulars given in compliance with the Rules Governing the Listing
of Securities on The Stock Exchange of Hong Kong Limited (the “Listing Rules”) for the purpose
of giving information with regard to the Issuer, the Guarantor and the Guarantor’s subsidiaries taken
as a whole (collectively, the “Group”). 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 enquiries, that to the best of its knowledge and belief there are no other
facts the omission of which would make any statements herein misleading.

Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no
responsibility for the contents of this Offering Circular, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or
in reliance upon the whole or any part of the contents of this Offering Circular. The Issuer and the
Guarantor accept full responsibility for the accuracy of the information contained in this Offering
Circular and confirm, having made all reasonable enquiries, that to the best of their knowledge and
belief, there are no other facts the omission of which would make any statement herein misleading.

Investors are advised to read and understand the contents of the Offering Circular before investing.
If in doubt, investors should consult their advisers.

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 enquiries, that (i) this
Offering Circular contains all material information with respect to the Issuer, the Guarantor and the
Group and the Securities and the Guarantee (including all information which, according to the
particular nature of the Issuer, the Guarantor, the Group, the Securities and the Guarantee, is
necessary to enable investors 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 Securities and the Guarantee), (ii) this Offering Circular does not contain any untrue
statement of a material fact or omit to state any material fact necessary to make the statements herein,
in the light of the circumstances under which they were made, not misleading, (iii) the statements of
fact contained in this Offering Circular relating to the Issuer, the Guarantor, the Group, the Securities
and the Guarantee are in every material respect true and accurate and not misleading, (iv) the
statements of intention, opinion, belief or expectation contained in this Offering Circular are,
honestly and reasonably made or held and (v) all reasonable enquiries have been made to ascertain
such facts and to verify the accuracy of all such statements. This Offering Circular has been prepared
by the Issuer and the Guarantor solely for use in connection with the proposed offering of the
Securities and giving of the Guarantee described in this Offering Circular. The distribution of this
Offering Circular, the offering of the Securities 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, Standard Chartered Bank, Bank of China Limited, BOCI
Asia Limited, ABCI Capital Limited, BNP Paribas, BOCOM International Securities Limited, CCB
International Capital Limited, China Everbright Bank Co., Ltd., Hong Kong Branch, China
International Capital Corporation Hong Kong Securities Limited, China Securities (International)
Corporate Finance Company Limited, CLSA Limited, CMBC Securities Company Limited, DBS
Bank Ltd. and ICBC International Securities Limited (together and acting in their various capacities,
the “Joint Lead Managers”) to inform themselves about and to observe any such restrictions. No
action is being taken to permit a public offering of the Securities and giving of the Guarantee or the
distribution of this document in any jurisdiction where action would be required for such purposes.
There are restrictions on the offer and sale of the Securities and the Guarantor giving 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 Securities
and distribution of this Offering Circular, see “Subscription and Sale”.



No person has been authorised to give any information or to make any representation not contained
in or not consistent with this Offering Circular or any information supplied by the Issuer and the
Guarantor or such other information as is in the public domain and, if given or made, such
information or representation should not be relied upon as having been authorised by the Issuer, the
Guarantor or the Joint Lead Managers. Neither the delivery of this Offering Circular nor any offering,
sale or delivery made in connection with the issue of the Securities 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, the Group or any of them since the date hereof
or create any implication that the information contained herein is correct as at any date subsequent
to the date hereof.

None of the Joint Lead Managers, the Trustee (as defined herein) or the Agents (as defined herein)
has separately verified the information contained in this Offering Circular. None of the Joint Lead
Managers, the Trustee or the Agents, or any director, officer, employee, agent or affiliate of any such
person, makes any representation, warranty or undertaking, express or implied, or accepts any
responsibility or liability, with respect to the accuracy or completeness of any of the information
contained in this Offering Circular or any information supplied in connection with the Securities and
the Guarantee. Each person receiving this Offering Circular acknowledges that such person has not
relied on the Joint Lead Managers or the agents or any of their respective affiliates 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, the Guarantor, the Group and the merit and risks
involved in investing in the Securities. See “Risk Factors” for a discussion of certain factors to be
considered in connection with an investment in the Securities.

To the fullest extent permitted by law, none of the Joint Lead Managers, the Trustee nor the Agents,
nor any director, officer, employee, agent or affiliate of any such person, accepts any responsibility
for the contents of this Offering Circular or for any other statement made or purported to be made
by a Joint Lead Manager, the Trustee or an Agent, or any director, officer, employee, agent or affiliate
of any such person or on its behalf, in connection with the Issuer, the Guarantor, the Group, the issue
and offering of the Securities or the giving of the Guarantee. Each of the Joint Lead Managers, the
Trustee, the Agents and directors, officers, employees, agents and affiliates of such persons
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 or the Agents undertakes to review the financial condition or affairs of
the Issuer, the Guarantor or the Group during the life of the arrangements contemplated by this
Offering Circular nor to advise any investor or potential investor in the Securities of any information
coming to the attention of the Joint Lead Managers, the Trustee or the Agents. Neither the delivery
of this Offering Circular nor the offering, sale or delivery of any Securities shall, in any
circumstances, create any implication that the information contained in this Offering Circular is true
subsequent to the date hereof or that there has been no adverse change in the affairs of the Issuer, the
Guarantor or the Group since the date hereof or create any implication that the information contained
herein is correct as at any date subsequent to the date hereof.

This Offering Circular may not be used for the purpose of an offer or solicitation by anyone in any
jurisdiction in which such offer or solicitation is not authorised or to any person to whom it is
unlawful to make such an offer or solicitation. This Offering Circular does not constitute an offer or
an invitation to subscribe for or to purchase any Securities, is not intended to provide the basis of any
credit or other evaluation, and should not be considered as a recommendation by the Issuer, the
Guarantor, the Joint Lead Managers, the Trustee, the Agents or any of them that any recipient of this
Offering Circular should subscribe for or purchase any Securities. Each recipient of this Offering
Circular shall be taken to have made its own investigation and appraisal of the condition (financial
or otherwise) of the Issuer, the Guarantor and the Group with its own tax, legal and business advisers
as it deems necessary.
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Except as otherwise indicated in this Offering Circular, all non-Group specific statistics and data
relating to the industry or to the economic development of certain regions within the PRC have been
extracted or derived from publicly available information and industry publications. Such information
has not been independently verified by the Issuer, the Guarantor, the Joint Lead Managers, the Trustee
or the Agents or by their respective directors and advisers, and none of the Issuer, the Guarantor, the
Joint Lead Managers, the Trustee, the Agents nor their respective directors and advisers makes any
representation as to the correctness, accuracy or completeness of that information. In addition,
third-party information providers who contributed to the publicly available information and industry
publications may have obtained information from market participants and such information may not
have been independently verified.

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.

UK 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 (the “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 Financial Services and Markets Act 2000 (“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.

Notification under Section 309B(1)(c) of the SFA — In connection with Section 309B of the SFA
and the CMP Regulations 2018, the Issuer has determined the classification of the Securities as
prescribed capital market 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).

IN CONNECTION WITH THE ISSUE OF THE SECURITIES, ANY OF THE JOINT LEAD
MANAGERS APPOINTED AND ACTING IN ITS CAPACITY AS STABILISATION
MANAGER (THE “STABILISATION MANAGER”) (OR PERSON ACTING ON BEHALF OF
THE STABILISATION MANAGER) MAY OVER-ALLOT SECURITIES OR EFFECT
TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE
SECURITIES AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE PREVAIL.
HOWEVER, THERE IS NO ASSURANCE THAT THE STABILISATION MANAGER (OR
PERSONS ACTING ON BEHALF OF A STABILISATION MANAGER) WILL UNDERTAKE
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STABILISATION ACTION. ANY STABILISATION ACTION MAY BEGIN ON OR AFTER
THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF THE
OFFER OF THE SECURITIES 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 SECURITIES AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT OF
THE SECURITIES. ANY STABILISATION ACTION OR OVERALLOTMENT MUST BE
CONDUCTED BY THE STABILISATION MANAGER (OR PERSONS ACTING ON BEHALF
OF THE STABILISATION MANAGER) IN ACCORDANCE WITH ALL APPLICABLE LAWS
AND RULES.

This Offering Circular is provided solely for the purpose of enabling the recipient to consider
purchasing the Securities. The investors or prospective investors should read this Offering Circular
carefully before making a decision regarding whether or not to purchase the Securities. This Offering
Circular cannot be used for any other purpose and any information in this Offering Circular cannot
be disclosed to any other person. This Offering Circular is personal to each prospective investor and
does not constitute an offer to any other person or to the public generally to purchase or otherwise
acquire the Securities.

This Offering Circular summarises certain material documents and other information, and the Issuer,
the Guarantor, the Joint Lead Managers refer the recipient of this Offering Circular to them for a more
complete understanding of what is contained in this Offering Circular. In making an investment
decision, the prospective investor must rely on its own judgment and examination of the Issuer, the
Guarantor and the Group and the Terms and Conditions of the Securities, including the merits and
risks involved. See “Risk Factors” for a discussion of certain factors to be considered in connection
with an investment in the Securities. None of the Issuer, the Guarantor, the Joint Lead Managers, the
Trustee nor the Agents are making any representations regarding the legality of an investment in the
Securities under any law or regulation. The recipient of this Offering Circular should not consider any
information in this Offering Circular to be legal, business or tax advice. Any investor or prospective
investor should consult his/her/its own attorney, business adviser and tax adviser for legal, business
and tax advice regarding an investment in the Securities.

WARNING

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

PRESENTATION OF FINANCIAL INFORMATION

The audited consolidated financial statements of the Group as at and for the years ended 31 December
2017, 2018 and 2019 were prepared in accordance with the generally accepted accounting principles
in the PRC (the “PRC GAAP”). The Group has prepared English translations of its audited
consolidated financial statements as set out elsewhere in this Offering Circular.

Neither the Joint Lead Managers nor the Trustee have independently verified or checked the accuracy
of the English translations and can give any assurance that the information contained in the English
translations of the Group’s financial statements is accurate, truthful or complete.
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CERTAIN TERMS AND CONVENTIONS

This Offering Circular has been prepared using a number of conventions, which investors should
consider when reading the information contained herein. Unless indicated otherwise, in this Offering
Circular all references to (i) the “Issuer” are to Powerchina Roadbridge Group (British Virgin
Islands) Limited, (ii) the “Guarantor” or the “Company” are to Power Construction Corporation of
China and (iii) the “Group” are to the Guarantor and its direct and indirect subsidiaries, taken as a

whole.

Unless otherwise specified or the context otherwise requires, references to “Hong Kong” are to the
Hong Kong Special Administrative Region of the People’s Republic of China, to the “PRC” or
“China” are to the People’s Republic of China, for the purpose of this Offering Circular only,
excluding Hong Kong, the Macau Special Administrative Region of the PRC and Taiwan, to the
“U.S.” or “United States” are to the United States of America, to “CNY”, “Renminbi” or “RMB”
are to the lawful currency of the PRC, and, to “US$”, “U.S.$” or “U.S. dollars” are to the lawful
currency of the United States of America.

Unless otherwise stated in this Offering Circular, all translations from Renminbi into U.S. dollars
were made at the rate of CNY6.9618 to US$1.00, the noon buying rate in New York City for cable
transfers payable in Renminbi on 31 December 2019. 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. For further information relating to the exchange rates,

see “Exchange Rates”.

Any discrepancies in the tables included herein between the listed amounts and the totals thereof are

due to rounding.



FORWARD LOOKING STATEMENTS

This Offering Circular contains forward-looking statements. The forward-looking statements contain
information regarding, among other things, the Group’s future operations, performance, financial
condition, expansion plans and business strategy. These forward-looking statements are based on the
Group’s current expectations and projections about future events. Although the Group believes that
these expectations and projections are reasonable, such forward-looking statements are inherently
subject to risks, uncertainties and assumptions, including, among other things:

. implementation by the Group of its growth strategy and expansion plans;
. the supply and cost of raw materials;
. the continued availability of capital and financing including adequate external financing to the

Group to conduct its business and service its debt;

. interest rates and foreign exchange rates, taxes and duties;

. the ability of the Group to control its costs;

. general economic and business conditions and competitive environment in the PRC and
elsewhere;

. the ability of the Group to maintain its sales contracts with its major customers on terms

commercially acceptable to the Group or at all;

. the Group’s ability to finance and complete new projects on schedule and ability to manage its
product development;

. interruptions in product production and delivery, natural disasters, industrial action, terrorist
attacks and other events beyond the Group’s control; and

. other factors, including those discussed in “Risk Factors”.

LR RT3 LE TS

The words “believe”, “expect”,

LR N3 LR N3 EEENT3

anticipate”, “estimate”, “intend”, “plan”, “seek” and similar words
identify forward-looking statements. 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, 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. Although the
Group believes that the expectations reflected in the forward-looking statements are reasonable, the
Group can give no assurance that such expectations will prove correct. The Group undertakes no
obligation to publicly update or revise any forward-looking statements whether as a result of new
information, future events or otherwise. In light of the foregoing and the risks, uncertainties and
assumptions in “Risk Factors” and elsewhere in this Offering Circular, the forward-looking
statements in this Offering Circular are not and should not be construed as assurances of future
performance and the Issuer’s, the Guarantor’s and the Group’s actual results could differ materially
from those anticipated in those forward-looking statements.
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ENFORCEMENT OF CIVIL LIABILITIES

The Issuer is incorporated in the British Virgin Islands (“BVI”). Any final and conclusive monetary
judgment of a competent foreign court for a definite sum against a BVI company based upon the
Securities (other than a court of jurisdiction to which the Reciprocal Enforcement of Judgments Act
(1922) or the Foreign Judgments (Reciprocal Enforcement) Act (1964) applies, and neither Act
applies to the courts of Hong Kong) may be the subject of enforcement proceedings in the courts of
the BVI under the common law doctrine of obligation by action on the debt evidenced by the
judgment of such competent foreign court. On general principles, such final and conclusive monetary
judgment of a competent foreign court for a definite sum would be upheld by the BVI courts,

provided that:

(i) the foreign court had jurisdiction in the matter and the BVI company either submitted to such
jurisdiction or was resident or carrying on business within such jurisdiction and was duly served

with process;

(i1) the judgment given by the foreign court was not in respect of penalties, taxes, fines or similar
fiscal or revenue obligations;

(iii) the judgment was not obtained by fraud;

(iv) recognition or enforcement of the judgment would not be contrary to BVI public policy; and

(v) the proceedings pursuant to which judgment was obtained were not contrary to natural justice.
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SUMMARY

This summary does not contain all the information that may be important to you. You should read the
entire Offering Circular, including “Risk Factors” and the financial statements and related notes
thereto, before deciding to invest in the Securities.

OVERVIEW

The Group is a leading power construction company by revenue in the PRC, primarily engaged in the
provision of surveying, engineering, constructing and operating services for hydropower, thermal
power, new energy, power grid and other infrastructure projects in the PRC and overseas. In
particular, since the 1950s, the Group has participated in over 65 per cent. of the construction of
medium and large hydropower stations and water conservancy projects in the PRC; since the 1980s,
the Group has participated in over 80 per cent. of the preliminary engineering planning, survey and
design work for hydropower and water conservancy construction projects in the PRC. In addition, the
Group also provides its services overseas, covering over 120 countries and regions as at 31 December
2019. In 2020, the Group was ranked 157th on the Fortune Global 500 list.

The Group conducts its business principally through the following five main business segments:

. Construction contracting, engineering design and consultancy: Construction contracting is
one of the Group’s traditional and core business segments. The Group is capable of providing
customised and integrated contracting solutions and services to customers. The Group is a
leading construction contractor in the PRC by revenue with a primary focus on hydropower
projects. In addition to the Group’s expertise in the hydropower field, the Group is also engaged
in, and has developed expertise in, electricity generation using other forms of energy, including
thermal power and wind power, and has also sought to engage in the power grid and other
infrastructure construction businesses. The engineering design and consultancy business is also
one of the traditional and core business segments of the Group. The Group’s core expertise in
this field is the provision of surveying, design, consulting and quality assessment services for
projects in the fields of hydropower, thermal power and new energy.

. Energy project investment and operations: While developing the Group’s construction
contracting business, the Group has expanded into complementary businesses and developed
synergies for organic growth. In particular, the Group has expanded into the business of
investment and operation of hydropower, thermal power, wind power and other renewable
energy projects throughout the PRC, by leveraging its expertise and experience in its traditional
business segments.

. Equipment leasing and manufacturing: The Group’s equipment leasing and manufacturing
business focuses on the manufacture of power generation sets, port cargo and material
transportation equipment, power transmission and distribution equipment, pipes, special
vehicles and welding equipment and leasing such equipment to clients.

. Real estate development: The Group is an integrated real estate developer and operator
involved in land development, property development and property management for residential,
office, retail and hotel properties. The Group principally develops mid-end to high-end
residential properties as the segment’s primary business with commercial properties, pension
properties, hotels and industrial properties as the Group’s secondary business. The Group
implements a cross-regional development strategy across the PRC, focusing its real estate
development business primarily in Beijing while expanding to 20 other cities in China,
including Shanghai, Shenzhen, Nanjing, Wuhan, Changsha, Tianjin, Zhengzhou, Sanya and
Linzhi. The Group also actively participates in the development and construction of affordable
housing with local governments.




. Other business: The Group’s other business segment principally includes other businesses such
as project supervisory services and water environment treatment services.

The Group primarily focuses on its construction contracting, engineering design and consultancy
business, supported by its other four main business segments. In addition, the Group generated
revenue from businesses not included in its five main business segments, such as import and export
trading of goods and materials, logistics services and rental of fixed assets and properties. For the
years ended 31 December 2017, 2018 and 2019, the Group’s revenue from its five main business
segments amounted to approximately RMB360.8 billion, RMB402.4 billion and RMB462.9 billion,
respectively, and revenue from businesses not included in its five main business segments amounted
to approximately RMB2.1 billion, RMB2.1 billion and RMB2.0 billion, respectively. As at 31
December 2019, the Group had total assets of RMB968.8 billion.

The table below outlines details of revenue of each of the Group’s five main business segments:

For the year ended 31 December
2017 2018 2019

Amount Percentage Amount Percentage Amount Percentage

(RMB in billions, except for percentages)

Construction contracting,

engineering design and

consultancy ...........ccceen... 298.6 82.8% 332.5 82.6% 381.2 82.3%
Energy project investment

and operations.................. 10.7 3.0% 15.3 3.8% 18.0 3.9%
Equipment leasing and

manufacturing ................. 11.0 3.0% 10.2 2.5% 12.1 2.6%
Real estate development ...... 20.5 5.7% 21.2 5.3% 24.1 5.2%
Other business .................... 20.1 5.5% 23.1 5.7% 27.6 6.0%
Total ..........ooviiiiiiiiis 360.8 100.0% 402.4 100% 462.9 100%

For the years ended 31 December 2017, 2018 and 2019, the total value of new contracts entered into
by the Group’s main businesses amounted to RMB571.8 billion, RMB640.6 billion and RMB743.3
billion, respectively. As at 31 December 2017, 2018 and 2019, the backlog of the Group’s main
businesses amounted to RMB1,125.0 billion, RMBI1,176.9 billion and RMBI1,349.8 billion,

respectively.
COMPETITIVE STRENGTHS

The Group believes that it possesses the following competitive strengths:

. Favourable policies from the PRC government ensuring the Group’s continuous business
development;

. A dominant market position with a sound reputation and an established brand in the PRC;

. Established international network and market position further boosted by the PRC government’s
“Go Global” and “Belt and Road initiative”;
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. Integrated business model across various phases of infrastructure construction enhances
operating efficiency and improves flexibility to capture development opportunities;

. Rigorous expertise, innovation ability and relatively high barriers of entry;
. Strong liquidity position and prudent financial management; and
. Professional management team and sound corporate governance.

BUSINESS STRATEGIES

The Group continues to follow the principle of global operation, sustainable development and
efficiency in offering solutions to its PRC and foreign clients and contributing to the development of
clean energy and environmentally-friendly practices. The Group will also promote sustainable global
development and strive to become a world-leading construction company which is competitive and
efficient in the power, water, environmental protection and infrastructure sectors. The Group intends
to strengthen its dominant market position and enhance its future prospects through the following
business strategies:

. Continue expanding the Group’s international operations;
. Consolidate its leadership in the hydropower sector to improve profitability;

. Increase investment in research and development and innovation to maintain the leading market
position;

. Continue to invest in research and development and technology innovation; and

. Improve the Group’s risk control system and project management to safeguard work quality and
corporate reputation.

RECENT DEVELOPMENTS
The recent developments of the Group since 31 December 2019 are set forth below:
Impact of the COVID-19 outbreak

Since December 2019, the outbreak of COVID-19 has widely affected the global economy. Measures
for combating the outbreak, including quarantine of infected and suspect cases, lockdown of cities
with high risks of infection, cancellation of trains and flights and other restrictions on travel and
business operations, have resulted in disruptions in the Group’s supply chain, transportation chain
and shortage of staff, which adversely affected the Group’s operations during the first quarter of
2020. The Group’s business in China has picked up with full resumption of work and operation since
the first quarter of 2020. The Group’s operations overseas are, however, still affected. A number of
overseas projects have been postponed or even cancelled due to the impact of the COVID-19
outbreak.

With its sufficient liquidity, the Group will aim to achieve its financial targets for the 2020 financial
year despite the COVID-19 outbreak, and will continue to closely monitor the global development of
the epidemic and actively respond to its impact on the Group’s financial conditions and business
results.




Intra-group reorganisation

In June 2020, Wuhan Langold Real Estate Company Limited (7 B & 2% 3 FR /A ) (“Langold™),
the Company’s subsidiary listed on the Shenzhen Stock Exchange, announced that it will acquire and
merge with its majority shareholder, PowerChina Real Estate Group Ltd. (H [5 7 22 Hh = 45 [ A FR A
A]), which is also a subsidiary of the Company. The purpose of the reorganisation is to integrate the
two companies into one full-scale professional real estate listed company which operates in both
commercial and residential real estate sectors. The transaction is expected to create synergy through
sharing of the two companies’ markets, commercial channels, land reserves and other resources. It is
also expected that with the benefit of economies of scale, Langold will be able to enhance its brand
influence, reduce its financing costs, optimise its financial management and improve its asset quality
after the consolidation.

The exact transaction timeline is yet to be confirmed, subject to the final approval of the China
Securities Regulatory Commission.

In relation to the reorganisation, PowerChina Real Estate Group Ltd. and the Company, which is the
guarantor of the U.S.$300,000,000 4.50 per cent. guaranteed notes due 2021, gave holders of such
notes a notice of meeting dated 16 September 2020 in connection with the solicitation of consents by
an extraordinary resolution of the noteholders for approval of certain amendments to the terms and
conditions of such notes.

Issue of U.S.$300,000,000 3.45 per cent. senior guaranteed perpetual securities by DianJian
Haiyu Limited (BB A7) on 29 September 2020

On 29 September 2020, DianJian Haiyu Limited (FE#H# AR/ ) (“DianJian Haiyu”) issued
U.S.$300,000,000 3.45 per cent. senior guaranteed perpetual securities (the “DianJian Haiyu
Securities”), which are unconditionally and irrevocably guaranteed by the Company. The Company
indirectly owns 58.34 per cent. equity interest in DianJian Haiyu as at the date of this Offering
Circular.

Disposal of interest in Chongqing Expressway

In September 2020, PowerChina Limited, together with its subsidiary Powerchina Road Bridge
Group Co., Ltd. (P EEEELEBARRAF) (“Powerchina Road Bridge”), approved to dispose of
their 85 per cent. interest in Powerchina Road Bridge Group Chongqing Expressway Construction
Development  Co., Ltd. (TEEBBEBEESEAKERERARAR)  (“Chongqing
Expressway”). The consideration was RMB6,269.60 million. Following the completion of this
transaction, PowerChina Limited no longer has any direct interest in Chongqing Expressway, while
Powerchina Road Bridge continues to retain a 15% equity interest in Chonqing Expressway.
Chongqing Expressway is no longer consolidated in the consolidated financial statements of the
Group.

The third quarter report for the year 2020
The Group recently prepared its consolidated unreviewed third quarter financial statements for the

period ended 30 September 2020 (the “September 2020 Financial Information”). For the avoidance
of doubt, the September 2020 Financial Information is not and shall not be deemed to be incorporated
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by reference or otherwise included in this Offering Circular. Such information has not been subject
to an audit or review by any independent auditor and does not provide the same quality of information
associated with information that has been subject to an audit or review. The selected financial data
explained below were extracted from the management accounts of the Guarantor, and are not to be,
and should not be, taken as an indication of the expected financial condition or results of operations
of the Guarantor for the full financial year ending 31 December 2020. None of the Joint Lead
Managers or their respective affiliates, directors, employees and advisers has independently verified
or checked the September 2020 Financial Information and can give any assurance that such

information is accurate, truthful or complete.




In the September 2020 Financial Information, the Group recorded a significant decrease in
non-current assets due within one year as at 30 September 2020 as compared to 31 December 2019,
as a result of the expiration of quality deposits and receivables for BT projects. As at 30 September
2020, the Group’s inventories decreased as compared to 31 December 2019, mainly due to the change
of accounting principles. The Group’s accounts receivable financing decreased as at 30 September
2020 as compared to 31 December 2019, due to the expiration of factoring accounts receivable. As
at 30 September 2020, the Group’s short-term borrowings increased compared with 31 December
2019, mainly due to the increase in demand of funds in the short term. The Group’s other current
liabilities increased as at 30 September 2020 as compared to 31 December 2019, as a result of the
increase in short-term bonds payable. The Group’s other non-current liabilities increased as at 30
September 2020 as compared to 31 December 2019, due to the increase in bonds payable. As at 30
September 2020, the Group’s long-term borrowings increased as compared to 31 December 2019, as
a result of its increased debt financing need in connection with its investment growth. The Group’s
other payable increased as at 30 September 2020 as compared to 31 December 2019, which was in
line with the Group’s business growth. The Group’s notes payable increased as at 30 September 2020
as compared to 31 December 2019, due to the increase in bank acceptance bills. The Group’s
estimated liabilities increased as at 30 September 2020 as compared to 31 December 2019, as a result

of the increase in discard expenses and estimated contract execution amount.

For the nine months ended 30 September 2020, the Group’s operating costs and fee and commission
expenses increased as compared to the corresponding period in 2019, as a result of the expansion in
the Group’s business scale. The Group’s interest expense and financial expenses increased during the
nine months ended 30 September 2020 as compared to the same period in 2019, mainly due to the
expansion in the Group’s loan scale. For the nine months ended 30 September 2020, the Group’s
investment income and foreign exchange gains reduced as compared to the same period in 2019, as
a result of foreign currency translation. The Group’s credit impairment loss increased during the nine
months ended 30 September 2020 as compared to the same period in 2019, mainly due to the increase
in impairment loss of other receivables. During the same period, the Group’s asset impairment loss
increased as compared to the same period in 2019, mainly due to the increase in provision for
inventory impairment. The Group’s assets disposal income decreased during the nine months ended
30 September 2020 as compared to the same period in 2019, as a result of the decrease in gains from
disposal of non-current assets. The Group’s non-operating income decreased during the nine months
ended 30 September 2020 as compared to the same period in 2019, mainly due to the decrease in

government subsidies and decrease in gains from scrapping of non-current assets.

Construction of a hydroelectric dam on Yarlung Zangbo river

On 16 October 2020, the Guarantor signed a strategic cooperation agreement with the Tibet
Autonomous Region government on the construction of a hydroelectric dam on the Yarlung Zangbo

river to enhance hydropower development.




Establishment of Hebei Xiong’an Baiyangdian Ecological and Environmental Protection Fund
(Limited Partnership)

On 6 January 2021, PowerChina Limited announced the proposed establishment of Hebei Xiongan
Baiyangdian Ecological and Environmental Protection Fund (Limited Partnership) (L% ¥ I
ARBIRIRIE S (AR AE%)), in cooperation with other investors including Hebei Xiongan Industrial
Investment Guidance Fund (Limited Partnership) (JW/dUHE% mEERE I EE SR E%)), China
Communications Construction Company Limited (H'[EZ8#EZ M AR/ F]), Qihui Huaxing
Investment (Beijing) Company Limited (R B & (AL ) A BR/A ), China Life Insurance
Company Limited ("B AFF ORI A FRZA 7)), China Xiongan Group Fund Management Co., Ltd.
(H B 2 42 [ 4 A PR /A 7)), and China Life Industry Investment Management Co., Ltd. (H#%
EEREEHAFR/AF]). Hebei Xiong’an Baiyangdian Ecological and Environmental Protection
Fund (Limited Partnership) is expected to have a term of fifteen years from the date of its
establishment and to invest in ecological and environmental protection projects in Baiyangdian
watershed, covering water, solid waste treatment and other industries. The exact transaction timeline

is yet to be confirmed, subject to registration filings.
Establishment of PowerChina Northern Investment Co., Ltd.

In January 2021, the Guarantor established a wholly-owned subsidiary, PowerChina Northern
Investment Co., Ltd. ((FEIEEEHIL T HEFFRAA), with a registered capital of RMBS5 billion.
PowerChina Northern Investment Co., Ltd. will engage in regional investment coordination, high-end
marketing and major project supervision with the goal to enhance the Group’s overall

competitiveness in the regional market and core competitiveness of subsidiaries.




THE OFFERING

The following is a summary of the terms of the offering and is qualified in its entirety by the
remainder of this Offering Circular. Words and expressions defined in “Terms and Conditions of the
Securities” below shall have the same meanings in this summary. For a more complete description

of the Terms and Conditions of the Securities, please see “Terms and Conditions of the Securities”.

Isswer . ......... .. ... ... ... Powerchina Roadbridge Group (British Virgin Islands) Limited.

Guarantor. . . ............... Power Construction Corporation of China.

Securities Offered ........... U.S.$500,000,000 3.08 per cent. Senior Guaranteed Perpetual
Securities.

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

and irrevocably guaranteed the due and punctual payment in
full of all sums expressed to be from time to time payable by the
Issuer under the Trust Deed and in respect of the Securities.

Issue Price ................. 100.00 per cent.

Issue Date. . ................ 1 April 2021.

Maturity Date. . . ... ......... There is no maturity date.

Distribution . ............... Subject to Condition 4(d) of the Terms and Conditions of the

Securities, the Securities confer a right to receive distribution
(each a “Distribution”) from, and including, 1 April 2021 (the
“Issue Date”) at the Distribution Rate in accordance with
Condition 4 of the Terms and Conditions of the Securities.
Subject to Condition 4(d) of the Terms and Conditions of the
Securities, Distribution shall be payable on the Securities
semi-annually in arrear on 1 April and 1 October of each year
(each, a “Distribution Payment Date”), commencing on
1 October 2021.

Rate of Distribution....... ... (a) Subject to any increase pursuant to Condition 4(e) of the
Terms and Conditions of the Securities, the rate of
distribution (“Distribution Rate”) applicable to the
Securities shall be:

(i) in respect of each Distribution Payment Date, the
period from, and including, the Issue Date to, but
excluding, the First Call Date, the Initial Distribution
Rate; and




Distribution Deferral

(i) in respect of the period (A) from, and including the
First Call Date, to, but excluding, the Reset Date
falling immediately after the First Call Date, and (B)
from, and including, each Reset Date falling after the
First Call Date to, but excluding, the immediately
following Reset Date, the Relevant Reset
Distribution Rate.

Pursuant to Condition 4(e) of the Terms and Conditions of the
Securities, upon the occurrence of a Step-Up Event, unless (x)
an irrevocable notice in writing to redeem the Securities has
been given by the Issuer to Holders, the Trustee and the
Principal Paying Agent by the 30th day following the
occurrence of the relevant Step-Up Event or (y) the relevant
Step-Up Event is remedied by the 30th day following the
occurrence of such relevant Step-Up Event, the Distribution
Rate will increase by 3.00 per cent. per annum with effect from
(a) the next Distribution Payment Date immediately following
the occurrence of the relevant Step-Up Event or (b) if the date
on which the relevant Step-Up Event (as applicable) occurs is
prior to the most recent preceding Distribution Payment Date,
such Distribution Payment Date, provided that the maximum
aggregate increase in the Distribution Rate shall be 3.00 per
cent. per annum, as further described in “Terms and Conditions
of the Securities — Distribution — Increase in Distribution Rate

following occurrence of certain events”.

The Issuer may, at its sole discretion, elect to defer (in whole or
in part) any Distribution which is otherwise scheduled to be
paid on a Distribution Payment Date to the next Distribution
Payment Date by giving notice (an “Optional Deferral
Notice”) to the Holders, the Trustee and the Principal Paying
Agent in writing not more than 10 nor less than five business
days prior to the relevant Distribution Payment Date unless a
Compulsory Distribution Payment Event has occurred (a
“Optional Deferral Event”).




Compulsory Distribution The Issuer may not elect to defer (in whole or in part) any
Payment Event . . .. ... ... .. Distribution which is otherwise scheduled to be paid on a
Distribution Payment Date to the next Distribution Payment
Date if during the three-month period ending on the day before
the relevant Distribution Payment Date, either or both of the

following have occurred:

(a) a discretionary dividend, discretionary distribution or
other discretionary payment has been declared or paid by
the Issuer, the Guarantor or any of their respective
Subsidiaries on or in respect of any Parity Securities or
Junior Securities of the Issuer or the Guarantor (except (i)
in relation to the Parity Securities of the Issuer or the
Guarantor, as the case may be, on a pro-rata basis, or (ii)
in connection with any employee benefit plan or similar
arrangements with or for the benefit of employees,
officers, directors or consultants); or

(b) the Issuer, the Guarantor or any of their respective
Subsidiaries has at its discretion redeemed, reduced,
cancelled, bought back or otherwise acquired any Parity
Securities or Junior Securities of the Issuer or the
Guarantor (except (i) in relation to the Parity Securities of
the Issuer or the Guarantor, as the case may be, on a
pro-rata basis, (ii) in connection with any employee
benefit plan or similar arrangements with or for the benefit
of employees, officers, directors or consultants, or (iii) as
a result of the exchange or conversion of such Parity
Securities for its Junior Securities.

No obligation to pay. ......... The Issuer shall have no obligation to pay any Distribution
(including any Arrears of Distribution and any Additional
Distribution Amount) on any Distribution Payment Date if it
validly elects not to do so in accordance with Condition 4(d)(i)
of the Terms and Conditions of the Securities and
notwithstanding the provisions of the Terms and Conditions of
the Securities or the Trust Deed, the deferral of any Distribution
payment in accordance with Condition 4(d) of the Terms and
Conditions of the Securities shall not constitute a default for
any purpose (including, without limitation, pursuant to
Condition 8) on the part of the Issuer or the Guarantor under the
Guarantee or for any other purpose.
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Cumulative Deferral ......... Any Distribution deferred pursuant to Condition 4(d) of the
Terms and Conditions of the Securities shall constitute
“Arrears of Distribution”. The Issuer may, at its sole
discretion, elect (in the circumstances set out in Condition
4(d)(i) of the Terms and Conditions of the Securities) to further
defer (in whole or in part) any Arrears of Distribution by
complying with the notice requirement applicable to any
deferral of Distribution. The Issuer is not subject to any limit as
to the number of times Distributions and Arrears of Distribution
can be deferred except that Condition 4(d)(v) of the Terms and
Conditions of the Securities shall be complied with until all
outstanding Arrears of Distribution and Additional Distribution
Amount have been paid in full.

Each amount of Arrears of Distribution shall accrue
distributions as if it constituted the principal of the Securities at
the prevailing Distribution Rate and the amount of such
distribution (the “Additional Distribution Amount”) with
respect to Arrears of Distribution shall be calculated by
applying the applicable Distribution Rate to the amount of the
Arrears of Distribution and otherwise mutatis mutandis as
provided in Condition 4 of the Terms and Conditions of the
Securities. The Additional Distribution Amount accrued up to
any Distribution Payment Date shall be added (for the purpose
of calculating the Additional Distribution Amount accruing
thereafter) to the amount of Arrears of Distribution remaining
unpaid on such Distribution Payment Date so that it will itself
become Arrears of Distribution.

Restrictions in the case of If, on any Distribution Payment Date, payment of all
Deferral. ................. Distribution payments scheduled to be made on such date
(including any Distribution accrued but unpaid on the
Securities, any Arrears of Distribution and any Additional
Distribution Amount) is not made in full, neither the Issuer nor
the Guarantor shall and each shall procure that none of their

respective Subsidiaries shall:

(a) declare or pay any discretionary dividends or distributions
or make any other discretionary payment, and will procure
that no discretionary dividend, distribution or other
discretionary payment is made, on or in respect of any
Parity Securities or Junior Securities of the Issuer or the
Guarantor (except (i) in relation to the Parity Securities of
the Issuer or the Guarantor, as the case may be, on a
pro-rata basis, or (ii) in connection with any employee
benefit plan or similar arrangements with or for the benefit
of employees, officers, directors or consultants); or
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Status of the Securities and the

Guarantee . . .

Use of Proceeds

(b) at its discretion redeem, reduce, cancel, buy-back or
otherwise acquire for any consideration any Parity
Securities or Junior Securities of the Issuer or the
Guarantor (except (i) in relation to the Parity Securities of
the Issuer or the Guarantor, as the case may be, on a
pro-rata basis, (ii) in connection with any employee
benefit plan or similar arrangements with or for the benefit
of employees, officers, directors or consultants, or (iii) as
a result of the exchange or conversion of such Parity

Securities for its Junior Securities),

in each case, unless and until (x) the Issuer has satisfied in full
all outstanding Arrears of Distribution and Additional
Distribution Amount; or (y) the Issuer is permitted to do so by
an Extraordinary Resolution of the Holders.

The Securities constitute direct, general, unconditional,
unsubordinated and (subject to Condition 3(a) of the Terms and
Conditions of the Securities) unsecured obligations of the Issuer
which will at all times rank pari passu without any preference
among themselves. The payment obligations of the Issuer under
the Securities shall, save for such exceptions as may be
provided by applicable legislation and subject to Condition 3
(a) of the Terms and Conditions of the Securities, at all times
rank at least equally with all other unsecured and
unsubordinated indebtedness and monetary obligations of the

Issuer, present and future.

The Guarantee constitutes a direct, general, unconditional,
unsubordinated and (subject to Condition 3(a) of the Terms and
Conditions of the Securities) unsecured obligation of the
Guarantor which shall, at all times rank at least pari passu with
all other present and future (subject to Condition 3(a) of the
Terms and Conditions of the Securities) unsecured and
unsubordinated obligations of the Guarantor, save for such
obligations as may be preferred by provisions of law that are
both mandatory and of general application.

The Issuer intends to on-lend the proceeds from the issue of the
Securities to overseas members of the Group which will be used
(i) for the repayment of the Group’s existing onshore
indebtedness in the PRC; and (ii) as overseas working capital
and for overseas general corporate purposes of the Group.
Please see “Use of Proceeds”.
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Negative Pledge . ............

Covenant in relation to NDRC
Post-issue Information

Covenant in relation to SAFE
Cross-border Security

Registration

The Terms and Conditions of the Securities contain a negative
pledge provision with certain limitations on the ability of the
Issuer, the Guarantor and the Principal Subsidiaries (as defined
in Condition 19 of the Terms and Conditions of the Securities)
of the Guarantor to create or have outstanding any mortgage,
charge, lien, pledge or other security interest upon, or with
respect to, any of its present or future undertaking, assets or
revenues (including any uncalled capital) to secure certain types
of indebtedness, as set out in Condition 3(a) of the Terms and
Conditions of the Securities.

The Guarantor undertakes to (i) file or cause to be filed with the
NDRC the requisite information and documents within the
prescribed time period after the Issue Date in accordance with
the Circular on Promoting the Reform of the Filing and
Registration System for Issuance of Foreign Debt by
Enterprises (14 ¢ 8% e U Bl A R AE AR SE 854 T AMEU i 58 & me il 4
FE D )3 A (BT ANE[2015120445%)) issued by the NDRC
and which came into effect on 14 September 2015, as
supplemented by the relevant document issued by the NDRC in
relation to the annual foreign debt quota available to the
Guarantor (where applicable) and any implementation rules,
regulations, certificates, circulars or notices in connection
therewith as issued by the NDRC from time to time (the
“NDRC Post-issue Information Report”); and (ii) within 10
PRC Business Days after submission of such NDRC Post-issue
Information Report, provide the Trustee with a certificate
signed by any authorised signatory of the Guarantor confirming
the submission of the NDRC Post-issue Information Report,
together with any document(s) (if any) evidencing due filing
with the NDRC.

The Guarantor undertakes to register or cause to be registered
with SAFE the Deed of Guarantee (the “Cross-border Security
Registration”) in accordance with, and within the prescribed
time period under, the Provisions on the Foreign Exchange
Administration Rules on Cross-border Security (#5354 (x5 i
FHHE) promulgated by SAFE on 12 May 2014 and
effective from 1 June 2014 and the Guidelines for Implementing
the Provisions on the Administration of Foreign Exchange of
Cross-border ~ Guarantee (B EVE RIS PEERAETR 51D

promulgated by SAFE on 12 May 2014 (collectively, the
“SAFE Cross-border Security Registration”), use all
reasonable endeavours to complete the SAFE Cross-border
Security Registration and obtain a registration record from
SAFE on or before the Registration Deadline (being the day
falling 90 PRC Business Days after the Issue Date), and ensure
that the registration from SAFE in respect of the giving of the
Guarantee remains in full force and effect for so long as the
Securities remain outstanding.
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Taxation . .................. All payments of principal, premium (if any) and Distribution
(including any Arrears of Distribution and any Additional
Distribution Amount) in respect of the Securities, the Trust
Deed and under the Guarantee by or on behalf of the Issuer or
the Guarantor shall be made free and clear of, and without
withholding or deduction for or on account of, any present or
future taxes, duties, assessments or governmental charges of
whatever nature (“Taxes”) imposed, levied, collected, withheld
or assessed by or on behalf of the Relevant Jurisdiction or any
political subdivision or any authority therein or thereof having
power to tax, unless the withholding or deduction of the Taxes

is required by law.

Where such withholding or deduction is required by law and is
made by (i) the Issuer as a result of the Issuer being deemed to
be a PRC tax resident, or (ii) the Guarantor, by or on behalf of
the PRC or any political subdivision or authority therein or
thereof having power to tax at a rate of up to (and including) the
aggregate rate applicable on 25 March 2021 (the “Applicable
Rate”), the Issuer or, as the case may be, the Guarantor will pay
such additional amounts as will result in receipt by the Holders
of such amounts after such withholding or deduction as would
have been received by them had no such withholding or

deduction been required.

In the event the Issuer or the Guarantor is required to make a
deduction or withholding (i) by or on behalf of the PRC or any
political subdivision or authority therein or thereof having
power to tax in excess of the Applicable Rate; or (ii) by or
within any Relevant Jurisdiction or any political subdivision or
any authority thereof or therein or thereof having power to tax
except the PRC, the Issuer or the Guarantor, as the case may be,
shall pay such additional amounts (the “Additional Tax
Amount”) as may be necessary in order that the net amounts
received by the Holders after the withholding or deduction shall
equal the respective amounts which would have been receivable
in respect of the Securities in the absence of the withholding or
deduction, except that no Additional Tax Amounts referred to in
Condition 7 of the Terms and Conditions of the Securities shall
be payable in relation to any payment in respect of any
Securities in the limited circumstances as further described
therein.
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Redemption for Tax Reasons. . .

Redemption for Change of
Control ..................

Redemption at the Option of
the Issuer ................

The Issuer may redeem the Securities in whole, but not in part,
on giving not more than 60 nor less than 30 days’ irrevocable
notice to the Trustee, the Principal Paying Agent and the
Holders at their principal amount, together with any
Distribution accrued to (but excluding) the date fixed for
redemption (including any Arrears of Distribution and any
Additional Distribution Amount), in the event of certain
changes affecting the taxes of any Relevant Jurisdiction, as
further described in Condition 5(c) of the Terms and Conditions
of the Securities.

Following the occurrence of a Change of Control Event, the
Securities may be redeemed at the option of the Issuer in whole,
but not in part, on giving not more than 60 nor less than 30
days’ irrevocable notice to the Trustee, the Principal Paying
Agent and the Holders at (i) 101 per cent. of their principal
amount together with Distribution accrued to (but excluding)
the date fixed for redemption (including any Arrears of
Distribution and any Additional Distribution Amount), at any
time before the First Call Date or (ii) their principal amount,
together with Distribution accrued to (but excluding) the date
fixed for redemption (including any Arrears of Distribution and
any Additional Distribution Amount), at any time on or after the
First Call Date, as further described in Condition 5(e) of the
Terms and Conditions of the Securities.

The Securities may be redeemed at the option of the Issuer in
whole, but not in part, on giving not more than 60 nor less than
30 days’ irrevocable notice to the Trustee, the Principal Paying
Agent and the Holders at their principal amount (together with
any Distribution accrued to (but excluding) the date fixed for
redemption (including any Arrears of Distribution and any
Additional Distribution Amount)) on the First Call Date or on
any Distribution Payment Date after the First Call Date. On
expiry of any such notice as is referred to in Condition 5(b) of
the Terms and Conditions of the Securities, the Issuer shall be
bound to redeem the Securities on the relevant Call Date in
accordance with Condition 5(b) of the Terms and Conditions of
the Securities.
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Redemption for Accounting
Reasons..................

Redemption for a Breach of
Covenant Event . ....... ...

Redemption for a Relevant
Indebtedness Default Event . .

Redemption for minimum
outstanding amount . .. ... ..

The Securities may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on the Issuer giving not more
than 60 nor less than 30 days’ irrevocable notice to the Trustee,
the Holders and the Principal Paying Agent at their principal
amount, together with Distribution accrued to (but excluding)
the date fixed for redemption (including any Arrears of
Distribution and any Additional Distribution Amount), if,
immediately before giving such notice, the Issuer satisfies the
Trustee that as a result of any changes or amendments to the
Relevant Accounting Standards, or any change in the
application or interpretation of, the Relevant Accounting
Standards, the Securities must not or must no longer be
recorded as “equity” of the Guarantor pursuant to the Relevant
Accounting Standards.

The Securities may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not more than 60
nor less than 30 days’ irrevocable notice to the Trustee, the
Principal Paying Agent and the Holders at their principal
amount (together with any Distribution accrued to (but
excluding) the date fixed for redemption (including any Arrears
of Distribution and any Additional Distribution Amount)) upon

the occurrence of a Breach of Covenant Event.

The Securities may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not more than 60
nor less than 30 days’ irrevocable notice to the Trustee, the
Principal Paying Agent and the Holders at their principal
amount (together with any Distribution accrued to (but
excluding) the date fixed for redemption (including any Arrears
of Distribution and any Additional Distribution Amount)) upon
the occurrence of a Relevant Indebtedness Default Event.

The Securities may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not more than 60
nor less than 30 days’ irrevocable notice to the Trustee, the
Principal Paying Agent and the Holders at their principal
amount (together with any Distribution accrued to (but
excluding) the date fixed for redemption (including any Arrears
of Distribution and any Additional Distribution Amount)) if
prior to the date fixed for redemption at least 80 per cent. in
principal amount of the Securities originally issued has been
redeemed or purchased and cancelled.
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Limited Rights to institute No Holder shall be entitled to proceed directly against the

proceedings. .. ............ Issuer or the Guarantor or to institute proceedings for the

Winding-Up of the Issuer or the Guarantor or claim in the
liquidation of the Issuer or the Guarantor or to prove in such
Winding-Up unless the Trustee, having become so bound to
proceed or being able to prove in such Winding-Up or claim in
such liquidation, fails to do so within a reasonable period and
such failure shall be continuing, in which case the Holder shall
have only such rights against the Issuer or the Guarantor as
those which the Trustee is entitled to exercise as set out in
Condition 8 of the Terms and Conditions of the Securities.

Proceedings for Winding-up ... If (i) there is a Winding-Up of the Issuer or the Guarantor, or (ii)

the Issuer or the Guarantor shall not make payment in respect of
the Securities or the Guarantee, as the case may be, for a period
of fourteen days or more after the date on which such payment
is due, the Issuer and the Guarantor shall be deemed to be in
default under the Trust Deed, the Guarantee and the Securities
and the Trustee may, subject to the provisions of Condition 8(d)
of the Terms and Conditions of the Securities, institute
proceedings for the Winding-Up of the Issuer and/or the
Guarantor and/or prove in the Winding-Up of the Issuer and/or
the Guarantor and/or claim in the liquidation of the Issuer
and/or the Guarantor for such payment.

Further Issues .............. Subject to compliance with Conditions 3(b) and 3(c) of the

Terms and Conditions of the Securities, the Issuer may from
time to time, without the consent of the Holders and in
accordance with the Trust Deed, create and issue further
securities either having terms and conditions the same as those
of the Securities, or the same except for the date and amount of
the first payment of Distribution, the NDRC Post-issue
Information Report and the SAFE Cross-border Security
Registration, which may be consolidated and form a single
series with the outstanding Securities.

Trustee ... ................. China Construction Bank (Asia) Corporation Limited.
Principal Paying Agent . .... .. China Construction Bank (Asia) Corporation Limited.
Registrar. . . ................ China Construction Bank (Asia) Corporation Limited.
Calculation Agent. . .......... China Construction Bank (Asia) Corporation Limited.
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Form...................... The Securities will be represented by beneficial interests in the
Global Certificate, which will be registered in the name of a
nominee of, and deposited on the Issue Date with a common
depositary for, Euroclear and Clearstream. Beneficial interests
in the Global Certificate will be shown on and transfers thereof
will be effected only through records maintained by Euroclear
and Clearstream. Except as described herein, certificates for
Securities will not be issued in exchange for beneficial interests
in the Global Certificate.

Clearance and Settlement . . . .. The Securities are cleared through Euroclear and Clearstream
and are settled in U.S. dollars only. The Securities have been
accepted for clearance by Euroclear and Clearstream under the
following codes:

ISIN: XS2269194499

Common code: 226919449

Legal Entity Identifier..... ... 54930030HB6G7DYU0727

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

Governing Law. . ... ......... The Securities, the Deed of Guarantee and the Trust Deed and
any non-contractual obligations arising out of or in connection
with the Securities, the Deed of Guarantee and the Trust Deed
are governed by, and will be construed in accordance with,
English law.

Ratings . .. ................. The Securities are expected to be rated “BBB” by Fitch.
Security ratings are not recommendations to buy, sell or hold
the Securities. Ratings are subject to revision or withdrawal at

any time by the rating agencies.

Listing .................... Application will be made to the Hong Kong Stock Exchange for
the permission to deal in, and for listing of, the Securities by
way of debt issues to Professional Investors only and it is
expected that dealing in, and listing of, the Securities on the
Hong Kong Stock Exchange will commence on 7 April 2021.

Selling Restrictions .......... The Securities 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” section of this Offering Circular.
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SUMMARY FINANCIAL INFORMATION

The summary consolidated financial statements of the Company as at and for the years ended 31
December 2017 and 2018 as set forth below have been derived from its financial statements as at and
for the year ended 31 December 2018, which have been audited by Jonten Certified Public
Accountants, its independent auditors for the relevant years, and included elsewhere in this Offering
Circular. The summary consolidated financial statements of the Company as at and for the year ended
31 December 2019 as set forth below have been derived from its financial statements as at and for
the year ended 31 December 2019, which have been audited by Baker Tilly China Certified Public
Accountants, its independent auditors for the relevant year, and included elsewhere in this Offering
Circular. Historical results of the Group are not necessarily indicative of results that may be achieved

for any future period.

Each of the consolidated financial statements of the Group as at and for the years ended 31 December
2017, 2018 and 2019 have been prepared and presented in accordance with PRC GAAP. The summary
consolidated financial statements as set forth below should be read in conjunction with, and is
qualified in their entirety by reference to, the relevant consolidated financial statements of the Group

and the notes thereto included elsewhere in this Offering Circular.

The Group has prepared English translations of its audited consolidated financial statements as set

out elsewhere in this Offering Circular.

None of the Joint Lead Managers nor the Trustee have independently verified or checked the
accuracy of the English translations and can give any assurance that the information contained in

the English translations of the Group’s financial statements is accurate, truthful or complete.

As advised by Jonten Certified Public Accountants, there are no material differences between PRC
GAAP and the IFRS with respect to the determination of the Group’s financial position as at 31
December 2017 and 2018 and results of operations for the years ended 31 December 2017 and 2018.
As advised by Baker Tilly China Certified Public Accountants, there are no material differences
between PRC GAAP and the IFRS with respect to the determination of the Group’s financial position
as at 31 December 2019 and results of operations for the year ended 31 December 2019.
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SUMMARY CONSOLIDATED INCOME STATEMENT

Year ended 31 December

2017 2018 2019 2019
(US$ in
(RMB in millions) millions)®
Total operating income ....................coooeeiviiiiiiiiiniiiinnn, 363,492.4 404,977.8 465,430.3  66,854.9
OPerating iNCOME .....oevvvvuneriiiineeeiiieeeeri e ee et eeeeninees 362,923.5 404,532.2 464,922.4  66,781.9
Interest INCOME ....ovvviiiiiiiieii e 568.7 441.0 506.1 72.7
Premiums arned ...........ocoovveiiiiieiiiieii e - - - -
Fees and commission iNCOME ............cccoveivveiineiineiineinninnnns 0.1 4.7 1.8 0.3
Total operating costs .................ccooeiiiiiiiiiiiiiiiiiiiniis 353,579.0  392,887.1 448,182.8 64,377.4
OPETatiNg COSES ovvvvvneeriiiieeriiiieeeeiiieeeeeri e e e e e eeaainees 315,896.4  350,447.3 404,463.4  58,097.5
INEEIESt BXPENSES ..evvneiiineieineeiii et et e e e et e e 7.6 106.1 18.6 2.7
Fee and commission eXPENnSes ..........oeeevueveuneerinneriinaeeinnanns 0.3 4.9 5.0 0.7
Refund of insurance claims ...............coooviiiiiiiiiiiiiiiniinnin, - - - -
Net payments for insurance claims .............cooeeevvinieiiinnnnnne. - - - -
Net provision for inSurance CONracts ................ccoeveeervennnns. - - - -
Commissions on insurance Policies ............cocoeeevvereeiennnnnes. - - - -
Cession Charges ............ooovviiiiiiiiiiiiiiiiiiiiie e - - - -
Business taxes and I€VIES .........ccovivviiiiiiiniiiiiieieieieinns 3,072.8 3,013.6 2,994.0 430.1
Selling EXPENSES ...evvvneiineiiieeii et et e e e 1,696.3 1,655.3 1,880.9 270.2
AdminiStrative eXPensSes ........eeuueeeuneerineriineeiinneiiiaeiinaens 13,717.7 14,537.6 15,834.9 2,274.5
Research and development fee ...........cccoocoiviiiiiiiiiniiinnenn, 9,307.6 11,771.0 14,267.5 2,049.4
Financial @XPenses .........oeeuuuieiuieiiiieiiieiie e 8,278.3 7,471.8 8,718.5 1,252.3
Including: Interest eXPense ..........cc.oveeruuneiiinnerinneiiinaeninenns 8,430.6 11,111.7 11,882.2 1,706.8
INEErest INCOME ..ovnvninienie ettt e, 2,053.5 3,079.8 3,509.0 504.0
Exchange net losses (gains are indicated by “-”) ................... 1,298.1 (1,319.6) (382.2) (54.9)
(0101153 PPN - - - -
Add: Other INCOME ......evvviiieiiiiie e 64.3 119.0 565.8 81.3
Investment income (Losses are indicated by “-”) ................. 1,205.2 1,057.7 653.5 93.9
Including: Income from investments in associates and joint
VEIEUIES . vvetveeieeeine et et eeteeete et e et e et e et e et e st eraeeaneans 821.5 786.1 635.8 91.3
Income from derecognition of financial assets measured at
AMOTTIZEA COSE Lovivniiniitii e, - - (524.6) (75.3)
Foreign exchange gains (Losses are indicated by “-”) ............ 36.0 23 1.1 0.2
Net exposure hedging income (Losses are indicated by “-”) .... - - - -
Gains from changes in fair values (Losses are indicated
DY ) e 5.0 (7.7) 49.6 7.1
Credit impairment loss (Losses are indicated by “-”) ............. - - (2,573.8) (369.7)
Asset impairment loss (Losses are indicated by “-”) .............. (1,602.0)  (3,879.6)  (1,212.6) (174.2)
Assets disposal income (Losses are indicated by “-”) ............. 105.3 287.0 942.8 135.4
Operating profit (Losses are indicated by “-”) .................. 11,329.2 13,549.0  15,673.9 2,251.4
Add: Non-operating inCome ..............ceveervrinnieriiinnneeeininnnns. 657.4 674.1 554.4 79.6
Including: Government subsidies .............cccoeveervinieiiinnnnnee. 490.3 408.7 376.0 54.0
Less: Non-operating expenses ..................cocccoeveriineeiinnnnns 593.9 434.7 434.5 62.4
Total profit (Total Loss is indicated by “-”) ...................... 11,392.7  13,788.4  15,793.9 2,268.6
Less: Income tax eXPenses ..............cccceovvviveeeiiinneeeiinnnnnnn, 3,224.1 3,248.3 3,591.8 515.9
Net profit (Net loss is indicated by “-”’) ...................cooeen 8,168.6  10,540.1 12,202.0 1,752.7
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Year ended 31 December

2017 2018 2019 2019
(US$ in
(RMB in millions) millions) ™"
Total operating income ....................coooeiiiiiiiiiiiiiinniiinns 363,492.4 404,977.8 465,430.3  66,854.9
1. Classified by attribution of the ownership
Net profit attributable to the parent company ................. 5,155.8 5,317.2 5,338.9 766.9
Profit or loss attributable to minority interests ............... 3,012.8 5,222.9 6,863.2 985.8
2. Classified by operation continuity
Profit or loss of continuous operation ..................c.cco.e. 8,168.6 10,540.1 12,202.0 1,752.7
Profit or loss of discontinued operation ........................ - - - -
Net after-tax net of other comprehensive income ............... (501.3) (379.0) 422.4 60.7
Net after-tax net of other comprehensive income attributable to
owners of the parent company ..............coocoeveiiiiiiiinnnnnnn. (250.3) (703.3) 240.0 34.5
1. Other comprehensive income not to be reclassified into
PrOfit OF 10SS wovvneiiieiiiie e 424.5 (178.9) 284.5 40.9
(I)  Changes as a result of remeasurement of the net
defined benefit plan .............ccoooiiiiiiiiiiinii, 424.5 (178.9) 325.6 46.8
(2)  The shared portion of other comprehensive income
of investee under equity method which cannot be
reclassified into profit and loss in the future .......... - - - -
(3) Changes in fair value of other equity instrument
INVESEMENES ©.ovviieiiieiieie e - - (41.0) (5.9)
(4) Changes in fair value of the company’s own credit
TISK oo - - - -
(5)  Others .....oooviiriiiiiie e, - - - -
2. Other comprehensive income reclassified into the profit or
LOSS e (674.9) (524.4) (44.6) (6.4)

(1)  The shared portion of other comprehensive income

of investee under equity method which can be

reclassified into profit and loss in the future .......... (58.5) 40.6 7.2 1.0
(2)  Changes in fair value of other debt investments ..... - - - -
(3) Changes in fair value of Available for sale financial

ASSEES Luttite ittt (45.0) (889.7)
(4) The amount of financial assets reclassified into

other comprehensive income ................ccoeeevvnnnnn. - - - -
(5) Held-to-maturity investments are reclassified as

available-for-sale financial assets ......................... - - - -
(6) Provision for credit impairment of other debt

INVESLMENTS +.vvveeeiiiiieeiiii e - - - -
(7)  Effective portion of gain or loss from cash flow
REAZE ooeiiiiiiii 12.3 4.7 (6.9) (1.0)
(8) Foreign exchange financial statements translation
difference .........coovvvieiiiiiiiii (583.7) 320.0 (43.5) (6.3)
(9)  Others ......ovvviiiiiiieiiiiiiii e - - (1.3) 0.2)
Net after-tax other comprehensive income attributable to
minority shareholders .............co.oooiiiiiiiiiii (250.9) 324.3 182.5 26.2
Total comprehensive income ........................cooooiiviii, 7,667.3  10,161.1 12,624.5 1,813.4
Total comprehensive income attributable to owners of the
PATENE eeitiiiiiiiii ettt 4,905.4 4,613.9 5,578.8 801.4
Total comprehensive income attributable to minority
Shareholders ............coovviiiiiiiiiiiiii e 2,761.9 5,547.2 7,045.6 1,012.0

Earnings per share:
Basic earnings per share ..............ccooeeiiiiiiiiiiiiiiiiiiiniis - - - -
Diluted earnings per share ............cccoooviieiiiiiiiniiiinniinen, - - - -

(1)  The translation of Renminbi amounts into US dollar amounts has been made at the rate of CNY6.9618 to US$1.00,
the noon buying rate as set forth in the H.10 statistical release of the Federal Reserve Bank of New York on 31
December 2019.
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SUMMARY CONSOLIDATED BALANCE SHEET

Year ended 31 December

2017 2018 2019 2019
(US$ in
(RMB in millions) millions) ™™
Current Assets
Cash and bank balances .............cocoveiviiiiiiiiiiieein, 70,428.6 99,084.8 79,602.6 11,434.2
Balances with clearing agencies ..............ccoooeevveeinneennnn. - - - -
Removal of funds ...........coooiiiiiii - - - -
Tradable Financial assets .............coccoveiiviiniiiniiiniiineninnns - - 13.9 2.0
Financial asset measured by fair value through
Profit 01 10SS ..oevvvviniiiiii 7.0 4.1 - -
Derivative financial asSets ............coovviviiiviiiiiiiiiiieininns 4.7 1.8 3.7 0.5
Notes receivables ......o.ovviiniriiiii i 5,603.7 6,228.4 3,239.5 465.3
Accounts receivable ...........coviiiiiiiiiii, 04,399.4 67,899.0 81,564.9 11,716.1
Accounts receivable financing ...............cocceeeieiiiinnieninn. - - 3,298.2 473.8
Prepayments ...........oveevuuiniieiiiiinieeiii e 24,441.0 31,701.0 42,556.8 6,112.9
Premium receivables ..........coccoviiviiiiiiiiii e, - - - -
Accounts receivable reinSurance ...............ocoooeeiiiineininns - - - -
The receivable reinsSUrance reServe ............ocovevvevnevnevnnnnns - - - -
Other receivables ..........covevviiiiiiiiiiiiei e, 29,430.0 34,7154 48,535.9 6,971.7
Financial assets purchased under resale agreements ........... - - - -
INVENTOTIES ©ooivniieiie e 142,557.0  164,206.8  191,066.3 27,445.0
Including: raw materials .............coooiiiiiiiiiiniiiiieieenn, 10,388.9 9,395.1 12,403.0 1,781.6
Finished products ...........ccooviiiiiiiiiiiii e, 5,102.7 3,687.8 5,481.1 787.3
CONLTACE ASSELS ©vevviriririt et it eie et et e e e e ra e aaenes - - - -
Available for sale aSSets ..........cocvviiiiiiiiiiiiiiiiiiiiieiians - - - -
Non-current assets due within one year ........................... 14,622.2 13,429.2 14,588.8 2,095.6
Other CUITENT ASSELS ..vuvvirinieiiieei e 14,603.3 15,543.6 14,346.2 2,060.7
Total current assets ................c.cooeeviiiiiiiiiiiiiiiin, 366,097.0  432,814.4  478,816.9 68,777.7
Non-current Assets
Loans and advances to CUSTOMETS ..........cc.vevvevneineinernnnnns - - - -
Creditor’s INVeStMENt ...........oevvveiineiineiieiiieiieiieriennns, - - 71.5 10.3
Available-for-sale financial assets ..............cccocovvvviiiinnnss 4,592.9 11,709.1 - -
Other creditor’s iNVEStMENt ..........covevvivieiniineiiinaineinannns - - - -
Held-to-maturity investments .............cccoeeevvveiiineeinnnennnn. 71.4 70.9 - -
Long-term receivables ...........ccooooiiiiiiiiiiiniiii, 64,143.4 100,787.8 119,684.2 17,191.6
Long-term equity inVeStMENtS .............vveevvvuneeevvinneernnnnn 9,846.6 14,084.6 18,107.8 2,601.0
Other equity instrument inVeStment ................cecevvvneeennnn. - - 12,318.1 1,769.4
Other non-current financial assets .............ocovevviiiiniinnnn. - - 161.3 23.2
Investment Properties ..........oeeeueveeeueiiinieiiineiiiaeiinennnn. 2,753.8 2,816.7 3,173.4 455.8
FiXed aSSEtS ..vviivniiiniiiii e 112,878.1 114,571.7  120,332.1 17,284.6
Construction in PrOZIESS .......eevvvreeerrrenneerrrinneeerrrinieeeenns 12,358.2 16,288.6 14,448.4 2,075.4
Productive 1iving assets ...........covveiiviiieeiiiiinieiiiiineeenins 7.1 7.4 5.7 0.8
Oil and gas ASSELS ....veevvvinieiiiiiie et - - - -
Right-0f-use assets .........cccoveiiiiiiiiiiiiiiiiiie e, - - - -
Intangible aSSELS .........cevvvieriiiiiieeiiiii e 107,668.1  146,084.7  187,896.9 26,989.7
Development eXpenditure .............ccevvenreeririnneereiiinneeennns 39.8 53.9 62.1 8.9
GOOAWILL .oveiinii i 2,021.5 1,979.4 1,905.1 273.7
Long-term prepaid eXPenses ..........c..eevveerevienieeeerinneeennns 1,056.1 1,352.5 1,353.6 194.4
Deferred tax aSSets ........ccvivviriiiiiiiiiiiiieiiii e, 3,046.2 3,979.6 4,819.6 692.3
Other NON-CUITENt ASSELS ..vvrreiiinieeeeneerenerereeainenens 2,133.4 3,477.0 5,661.0 813.1
Including: physical assets reserve specifically authorized .... - - - -
Total non-current assets .................cocovevviiiiniiniineinnn., 322,616.6  417,263.8  490,000.7 70,384.2
Total assets ...........ocooviiiiiiiiiiiii 688,713.6  850,078.2  968,817.6  139,161.9
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Year ended 31 December

2017 2018 2019 2019
(US$ in
(RMB in millions) millions) ™"
Current Liabilities
Short-term borrowings .............uvvviiieeiiiiiiiiiiiinnieeeeeiinn, 46,209.6 75,016.0 35,466.6 5,094.5
Loans from the central bank ..............c...coooi. - - - -
Placements from banks and other financial institutions ....... - - - -
Tradable financial liabilities ..............ccooeeviieiiiiiiiinnnninn.. - - - -
Financial liabilities measured by fair value through
Profit OF 10SS ..vuiiiniiiiie i - - - -
Derivative financial liabilities ...............ccoooovviiiinnii. 9.3 2.8 18.7 2.7
NOtes payable ..........coeiiiiiiiiiiiniiieiii 11,540.7 17,963.4 22,688.2 3,258.9
Accounts payable .........coooiiiiiiiiii 125,271.9  143,667.4  154,653.3 22,214.6
Advance from clients ...........ccooiviiiiiiiiiiiie, 97,139.2  120,858.0  143,456.2 20,606.2
Contract Habilities ..........cc.oveiiiiiiiineiiiiieiieee e - - - -
Financial assets sold under repurchase agreements ............ - - - -
Deposits and deposits with the industry ...............c.......... 59.8 5.0 219.1 315
Customer brokerage deposits ............coeeevrvvuveeierineernnnn. - - - -
Securities underwriting brokerage deposits ...................... - - - -
Employee benefits payable ............cccoooviiiiiiiiiiiin, 3,159.4 3,146.3 3,128.0 4493
Including: wages payable ............ccooviiiiiiiiiiiiiiiiiie, 1,220.3 1,060.0 1,077.8 154.8
Benefits payable ........ccoociiiiiiiiii 4.6 4.1 4.1 0.6
Bonus and welfare funds .............ccocooviiiiiiiniiiiis - - - -
Taxes payable ..........ccoovviiiiiiiiiiiieii 3,546.9 4,036.6 3,721.5 534.6
Including: taxes payable ..............ccooooviiiiiiiiniiiiiiinniiiiin, - - 3,672.1 527.5
Other payable ..........coooiiiiiiiiiiiiieei e 28,321.7 31,384.2 47,339.2 6,799.8
Handling charges and commissions payable ..................... - - - -
Cession insurance premiums payable ...............ccccoeveerinn. - - - -
Available-for-sale financial liabilities ..............cc.c..ooeeon. - - - -
Non-current liabilities due within one year ...................... 22,073.8 26,085.7 26,314.2 3,779.8
Other current liabilities ..........ccoovveeeeiiiiiiiiiiiiiiieeeee 6,200.1 8,280.7 16,986.9 2,440.0
Total current liabilities .............................oonll 343,532.5  430,446.2  453,991.7 65,211.8
Non-current Liabilities
Provision for insurance contracts ............ccccooeeevvvvneernnnn. - - - -
Long-term bOTTOWINGS ....vvvneeeiriinieiiiiinneeeiiiineeeeiiieeeenans 150,360.4  190,359.3  234,568.3 33,693.6
Bonds payable ...........cooiiiiiiiii 17,920.5 18,1934 21,612.4 3,104.4
Including: preferred stock ............coovviiiiiiiiiiiiiniiinnennnn. - - - -
Perpetual capital Securities ...........c..oocooveeiiiiiiiiieeiinnennnn. - - - -
Lease liabilities ........cccoveiiviiiiiiiiini e, - - - -
Long-term payables ...........ccoviiiiiiiiiiiieeiiiiieecii e, 8,111.5 8,737.3 10,033.4 1,441.2
Long-term employee benefits payable .....................c..... 8,192.7 8,102.0 7,197.6 1,033.9
Estimated liabilities .............uvvviiiiiiiriiiiiiiiiiiieeeeeeeeie, 75.4 85.1 84.4 12.1
Deferred iNCOME ........ccovvrmiiuiniiieiiiiiiiiiiiie e 1,349.1 1,829.1 2,262.7 325.0
Deferred tax 1iabilities ............coovveiiiiinieiiiiiiieeiiieeee, 618.3 774.9 1,009.2 145.0
Other non-current Habilities ........covveirviniiiiiiiiiiieeneiens 8,599.5 10,020.3 6,481.9 931.1
Including: special reserve fund ............ccocooviiiiiiinininnn. - - - -
Total non-current liabilities ..................................0l 195,227.3  238,101.5  283,249.9 40,686.3
Total liabilities .................ccooooiiiiiiiii, 538,759.8  668,547.7  737,241.6  105,898.1
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Year ended 31 December

2017 2018 2019 2019
(US$ in
(RMB in millions) millions) ™"
Owner’s equity

Paid-in capital (share capital) ...........cccooeeiiiiiiiiiiiniinnn. 30,914.4 31,863.4 31,988.2 4,594.8
Government capital ..........ccooeiiiiiiiiiiii - - 31,988.2 4,594.8
State-owned capital ..........coooeiiiiiiiiii - - - -
Collective capital .............oevviviieeiiiiiiiiiiiiinieeeeeis - - - -
Private capital ...........ccooeiiiiiiiiiii e - - - -
Foreign capital ..........cooiiiiiiiiii e, - - - -
Deduct: capital redemption ...........cccooeevveeiinieiiineiiinnennnn. - - - -
Net paid-in capital .......cooovviiiiiniieiiiiiiiiii e 30,914.4 31,863.4 31,988.2 4,594.8
Other equity INSITUMENE ......veeiviineeiiiireeiiii e e 2,959.8 2,959.8 - -
Including: preferred share .............c.ooooviiiiiiiiiiiiinnninnn. - - - -
Perpetual bond ..........coooiiiiiii 2,959.8 2,959.8 - -
Capital TESEIVE ....vvveeeeiiiiiiiiii e 24,530.1 20,271.4 19,680.6 2,826.9
Deduct: treasury Shares .........c....coooveiiiveeiinneiiinieninnennnn. - - - -
Other comprehensive iNCOMe .............coovevvvvinieeiiiinnnernnnn. (376.5) (1,079.8) (921.5) (132.4)

Including: Translation difference arising on translation of
financial statements denominated in foreign currencies ... 42.1 362.0 321.1 46.1
SPecial TESEIVE ....evvuieiiiiiiiie e 51.7 45.3 38.9 5.6
SUIPIUS TESEIVE .vviiiieiiiiieiie e 756.9 971.7 1,078.8 155.0
Including: statutory surplus reServe .............cooeeeevvvreeeennnn 756.9 971.7 1,078.8 155.0
Optional sUrplus reServe ...........ooeeeeiiiiiiiiiiinnnneeeiiiiiiiinns - - - -
Reserve fund .........oooooiiiiiiiii - - - -
Enterprise development fund .............ccoocooiiiiiiiiinn. - - - -
Return investment by profit ..............ccoooeiiii. - - - -
General TiSK TESEIVE ....ceeivviiriiiiiiieeeeeeiiiiiiiee e 62.3 124.7 124.7 17.9
Unappropriated profit ..........cooooevieeiiiniiiiiiiinieiiiiinneeennns 20,589.8 24,013.1 26,529.3 3,810.7
Total owners’ equity attributable to the company .............. 79,488.5 79,169.7 78,519.1 11,278.6
MinOTity INTEIESS ...eeeeerriiiiiiiieeeeeeeeiiiiiii e eeeeeiiias 70,465.4  102,360.8  153,057.0 21,985.3
Total owners’ equity ...............cccoeeiiiiiiiiiiininiieiiiiiiinns 149,953.9  181,530.5  231,576.0 33,263.8
Total liabilities and owners’ equity .............................. 688,713.6  850,078.2  968,817.6  139,161.9

(1)  The translation of Renminbi amounts into US dollar amounts has been made at the rate of CNY6.9618 to US$1.00,
the noon buying rate as set forth in the H.10 statistical release of the Federal Reserve Bank of New York on 31
December 2019.

_24 —




Certain financial indicators

The following table includes certain figures relating EBITDA. EBITDA is not a standard measure
under PRC GAAP, but 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, investors should consider, among other things, the components of EBITDA such
as revenue and cost and the amount by which EBITDA exceeds capital expenditures and other
charges. EBITDA have been included because it is believed that each is a useful supplement to cash
flow data as a measure of the Group’s performance and its 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

definition.
As at 31 December
2017 2018 2019 2019
(USS$ in
(RMB in millions) millions)"
Total interest bearing borrowings ........... 238,701.2 311,550.3 328,445.1 47,178.2
Total capitaliSation .............ccceeeevvvvenenens 387,364.9 493,080.8 560,021.1 80,442.0
Year ended 31 December
2017 2018 2019 2019
(US$ in
(RMB in millions) millions)"
EBITDA® oo 28,999.4 34,075.5 37,689.8 5,413.8
Interest expense™ ...........ccceieiiiiennn, 8,430.6 11,111.7 11,882.2 1,706.8

Financial Ratios

Year ended 31 December

2017 2018 2019

Total interest bearing borrowings/
Total capitalisation ......................cccooeveiiiiini, 61.6% 63.2% 58.6%
EBITDA/INtErest €XPense ...c...uveeeerrunreeeeuruneeeeennnnnnn 3.4 3.1 3.2

(1)  The translation of Renminbi amounts into US dollar amounts has been made at the rate of CNY6.9618 to US$1.00,
the noon buying rate as set forth in the H.10 statistical release of the Federal Reserve Bank of New York on 31
December 2019.

(2) EBITDA is calculated as revenue less cost of operations, interest expenses, service charge and commission fee, taxes
and surcharges, operating expenses, general and administrative expenses, research and development expenses, and
adding depreciation, amortization of intangible assets, amortization of long-term prepaid expenses and other current
assets.

(3) Interest expenses included under financial expenses on the consolidated income statement.
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RISK FACTORS

Prior to making any investment decision, prospective investors should consider carefully all of the
information in this Offering Circular, including but not limited to the risks and uncertainties
described below. The following factors are contingencies which may or may not occur and the Group
is not in a position to express a view on the likelihood of any such contingency occurring. Any of the
risks or uncertainties described below, as well as additional risks or uncertainties, including those
which are not currently known to the Group or which the Group currently deems to be immaterial,
may affect the Group’s business, financial condition or results of operations or the Company’s ability
to fulfil its obligations under the Securities.

RISKS RELATING TO THE GROUP’S BUSINESS

The Group’s businesses and expansion plans require substantial capital investment, and its
prospects, financial condition and results of operations are subject to the availability of external
financing as well as fluctuations in the costs of external financing.

The Group’s business has been increasing steadily in recent years. Accordingly, the Group has an
increasing need for capital investment. In addition, the Group’s construction contracting business is
capital intensive. The Group is a leading construction contractor in the PRC’s hydropower, electricity
and infrastructure industries with a primary focus on hydropower projects. The Group’s construction
contracting business typically involves construction contracts with a large contract value, a long

construction period and substantial capital investment.

The Group requires external financing to support the growth and expansion of its business and is
sensitive to the cost of capital of such financing. However, the Group’s ability to obtain desirable
external financing in the future is subject to a variety of factors, including but not limited to (i)
obtaining the necessary PRC government approvals to raise capital for projects; (ii) its future
financial condition, operating results and cash flows; and (iii) the general condition of the global and
domestic financial markets and changes in monetary policy, bank interest rates and lending policies.
In the event that its current resources are not sufficient for its needs, the Group may have to seek
additional financing which may subject it to additional covenants or other restrictions. There can be
no assurance that the Group will be able to raise the necessary capital to finance its planned capital
expenditures on favourable or acceptable terms or at all. If it is unable to secure such financing, the
Group may have to reduce its planned capital expenditures and delay or abandon its expansion plans,
which in turn could materially and adversely affect its prospects, financial condition and results of
operations.

The Company and certain of its subsidiaries have incurred, and may in the future continue to
incur, substantial indebtedness.

The Company and certain of its subsidiaries have incurred, and may in the future continue to incur,
a substantial amount of indebtedness, which the Group believes is in line with the size of its
operations. Such indebtedness could have important consequences, including, but not limited to,
increasing the Group’s vulnerability to adverse general economic and industry conditions. In
addition, financial and other restrictive covenants contained in the debt agreements entered into by
the relevant member of the Group, may among other things, limit its ability to borrow additional
funds.
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Furthermore, if the Company or the relevant subsidiary is unable to comply with the restrictions and
covenants in its current or future debt and other agreements, there could be a default under the terms
of such agreements. In the event of a default under such agreements, the creditors could terminate
their commitments to lend to the Company or the relevant subsidiaries, accelerate the debt and
declare all amounts borrowed due and payable or terminate the agreements, as the case may be. Some
of the financing arrangements entered into by the Company may contain cross-acceleration or
cross-default provisions. As a result, a default under one debt agreement may cause the acceleration
of debt or result in a default under other debt agreements. If the Group incurs substantial additional
indebtedness in the future or if any of the above default events occurs, there is no assurance that the
Group’s assets and cash flow would be sufficient to repay in full all of such indebtedness, or that the
Group would be able to find alternative financing on terms that are favourable or acceptable to it, or
at all.

The Group may experience delays or defaults in realising accounts receivable and progress
payments, or delays in the releases of or enforcement of bid bonds, advance payment bonds,
performance bonds or retention bonds.

The Group generally tenders for a project through bidding. During the bidding, contracting,
construction and maintenance periods, the Group may be required to provide certain types of bonds
to guarantee its performance at different stages of a project, such as bid bonds at the bidding stage,
advance payment bonds to guarantee the Group’s refund of the advanced payment received from
proprietors if it does not complete the project as required, performance bonds to guarantee the
Group’s performance at the construction stage and retention bonds, which typically expire at the end
of the project maintenance period. The payment that the proprietors should make to the Group is
regarded as its accounts receivables.

The Group may have a significant amount of accounts receivables at any particular date. There can
be no assurance that the Group’s customers will perform their contractual obligations pursuant to the
terms and conditions of the contracts and make full and timely payments for its services rendered or
goods sold to them. In particular, general economic downturn or volatility may undermine the
financial condition of the Group’s customers and their ability to perform their contractual obligations,
and therefore may adversely affect the Group’s financial condition and results of operations.

Delays in accounts receivable, progress payments or the enforcement of various types of bonds by
the Group’s customers may significantly increase its working capital needs. If a customer defaults or
delays in making its payments or becomes insolvent or is otherwise unable or unwilling to settle its
outstanding payment in a timely manner or at all, it could also affect the Group’s liquidity and reduce
the capital resources that are otherwise available for other uses. The Group may file a claim for
compensation of the loss that it incurs pursuant to its contracts but settlement of disputes generally
takes up significant time as well as financial and other resources, and the outcome is often uncertain.
In general, the Group makes provisions for doubtful debts, including those associated with accounts
receivable, bills receivable, progress payments or non-releases of bid bonds, advance payment bonds,
performance bonds or retention bonds, based on factors and circumstances relating to specific
customers. There can be no assurance that the accounts receivable, bills receivable or progress
payments will be remitted, or that the bid bonds, advance payment bonds, performance bonds or
retention bonds will be released by the Group’s customers to the Group on a timely basis, or at all,
or that the Group will be able to efficiently manage the level of doubtful debts arising from such
payment practice or enforcement of bonds. In view of this, the Group’s liquidity may be constrained,
its level of bad debts may increase and its capital needs may be heightened, thereby adversely
affecting its prospects, financial condition and results of operations.
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If the Group is unable to accurately estimate and control its costs or the scope of work the
Group is required to perform, its profitability could be adversely affected.

Construction contracts entered into by the Group typically provide for a fixed-project or fixed-unit
price, though prices may be subject to adjustments due to specific terms. This will depend on the
context of each project, including the price adjustment estimated during the bidding stage, the
transfer of price adjustment risks to the suppliers, and the plans and management of cost increase. The
Group is typically responsible for all costs incurred under a construction contracting project, and its
ability to make a profit is largely dependent on its ability to effectively estimate and control these
costs. The amount of total costs the Group expects to incur on a project is influenced by a variety of
assumptions, including those about future economic conditions, cost and availability of
subcontractors, labour, equipment and raw materials, subcontractors’ performance and specifications,
construction and technical standards to be applied, as well as factors such as climate conditions and
changes in project scope and conditions, many of which are beyond the Group’s control. The Group
cannot guarantee that it will not encounter cost overruns or delays in its current and future
construction contracting projects. If such cost overruns or delays occur, its costs could exceed its
budget, especially to the extent the increases in costs were not anticipated or not factored into the
fixed prices under its contract. The Group may be required to pay liquidated damages in accordance
with its contractual obligations, which may in turn result in a consequential reduction in, or
elimination of, any profits from its construction contracting contracts or may even lead to losses,

which could materially adversely affect its business, financial condition and results of operations.

In addition, the scope of work which the Group is required to perform in relation to a construction
contracting contract is also subject to change as envisaged in the contractual provision for change
order. Proprietors may require the Group to perform extra work which is beyond the scope and price
of the work which has already been previously agreed upon pursuant to the change orders. While such
change orders can be profitable, they may also result in disputes over whether the work performed
is beyond the pre-agreed scope of work, or over the price to be paid for such extra work. Even when
a proprietor agrees to pay for the extra work, the Group may be required to fund the cost of such work
for a lengthy period of time until the change order is approved to be funded by the proprietor. There
can be no assurance that the Group will be able to recover its costs for additional work the Group
undertakes on its contracts, whether in full or at all, which may lead to business disputes or may

otherwise adversely affect its business, financial condition and results of operations.

Fluctuations in foreign currency exchange rates could adversely affect the Group’s business.

The Group’s functional currency is Renminbi, and a major portion of its cost of sales is denominated
in Renminbi. The Group conducts a certain part of its business overseas, and these business contracts
may be denominated in foreign currencies. The Group is therefore subject to risks associated with
foreign currency exchange rate fluctuations on its foreign currency-denominated business.
Furthermore, the Securities will be denominated in U.S. dollars and the Company, as the Guarantor,
is required to settle all payments of principal and distribution under the Guarantee in U.S. dollars.
Therefore, the devaluation of Renminbi against U.S. dollar may also adversely affect the Company’s
ability to perform its obligations under the Guarantee.
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The value of Renminbi is subject to changes in the PRC’s governmental policies and to international
economic and political developments. In recent years, the PRC government has relaxed its currency
policy and Renminbi is now permitted to fluctuate within a narrow and managed band against a
basket of certain foreign currencies, with the PRC government introducing further changes to the
exchange rate system in 2012 and 2014. On 11 August 2015, the PBOC announced to reform the
central parity quotations of Renminbi against the U.S. dollar by authorizing market-makers to provide
central parity quotations to the China Foreign Exchange Trading Center with reference to the
interbank foreign exchange market closing rate on the previous day, the supply and demand for
foreign exchange as well as changes in major international currency exchange rates. On the same day,
the central parity of Renminbi against the U.S. dollar depreciated by nearly 2% as compared to 10
August 2015. In January and February 2016, Renminbi experienced further fluctuations in value
against the U.S. dollar. In 2017, the Renminbi depreciated as against the U.S. dollar and continued
to fluctuate in 2018 and early 2019. Against the backdrop of uncertain trade and global economy, the
PBOC authorised the China Foreign Exchange Trade System and National Interbank Funding Centre
on 8 August 2019 to publish the central parity rate of the Renminbi as against the U.S. dollar in the
interbank exchange market, which was U.S.$1.00 to RMB7.0039. That was the first time the value
of the Renminbi as against the U.S. dollar fell below RMB7.00 per a U.S. dollar since 2008. With
the development of the foreign exchange market and progress towards interest rate liberalisation and
Renminbi internationalisation, the PRC government may in the future announce further changes to
the exchange rate system. Fluctuations in the value of Renminbi could adversely affect the value of
the Group’s foreign currency-denominated transactions along with the value of the cash flow
generated from its foreign currency-denominated operations, thereby adversely affecting its
profitability. This may also have an adverse effect on the Group’s plans to expand its international
operations.

The Group may seek to reduce its foreign exchange rate risk by entering into various hedging
arrangements, including foreign currency swaps and forward contracts. However, there can be no
assurance that the Group will be able to reduce its foreign currency risk exposure relating to its
foreign currency denominated assets and liabilities in an effective manner. In addition, there are
limited instruments available for the Group to reduce its foreign currency risk exposure at reasonable
costs.

The Group conducts a certain part of its business in foreign countries and regions that are
subject to foreign economic, regulatory, social and political uncertainties and sanctions.

As at 31 December 2019, the Group’s business covers over 120 countries and regions in the world,
including some developing countries. See “Description of the Group — Overseas Business” for details
of the Group’s overseas business. The Group conducts its business in some countries in Asia, Africa,
the Americas, Europe, and Australasia, where economic, regulatory, social and political conditions
are often subject to instability and uncertainties. Its business is therefore subject to constantly
changing international economic, regulatory, social and political conditions, as well as local
conditions in the jurisdictions in which the Group conducts business. Conducting business in the
international marketplaces also exposes the Group to a number of risks, including:

. political risks, including risks of loss due to civil unrest, acts of terrorism, acts of war, regional
and global political or military tensions, and strained or altered foreign relations related to the

PRC or other relevant countries;

. economic, financial and market instability and credit risks, including those relating to potential
deterioration of the credit markets and other economic conditions in other countries;
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changes in foreign government regulations or policies;
dependence on foreign governments or entities controlled by such foreign governments for
electricity, water, telecommunications, transportation, other utilities and/or infrastructural

needs;

unfamiliarity with local operating and market conditions, which could result in unfavourable
consequences such as inaccurate bidding prices for projects;

lack of understanding of local construction, taxation, labour, customs and other laws,
regulations, standards and other requirements;

risks and uncertainties associated with using foreign workers and subcontractors in connection

with the Group’s overseas operations, including adverse labour conditions or strikes;
preferential treatments or corruptive business practices;

tax increases or adverse tax policies;

trade protectionism, trade restrictions or embargoes;

sanctions (economic or otherwise) imposed by certain countries or self-regulated organisations
against the Group’s transactions with other countries, individuals or entities which may limit its
ability to conduct business with such countries, individuals or entities, or to obtain funding for
certain overseas projects;

stringent environmental protection laws;

expropriation and nationalisation of the Group’s assets in foreign countries;

lack of a well-developed or independent legal system in the foreign countries in which the
Group operates or conducts business, which may create difficulties in the enforcement of
contractual or legal rights;

foreign currency controls and fluctuations; and

natural disaster.

In addition, the Group (including certain employees, affiliates and persons acting on behalf of the

Company and other members of the Group) has in the past engaged in, and is currently engaged in,

power plant and infrastructure construction contracting projects and low-cost housing projects

located in, or involving counterparties organised under the laws of, operating or resident in, certain

countries that are or have been targeted by various economic sanctions imposed by the United States

and other governments and organisations, including but not limited to Iran, Iraq, Cuba, Venezuela,

Liberia, Belarus, Sudan, South Sudan, Democratic Republic of Congo, Zimbabwe, Burundi,

Myanmar, Russia and Ukraine. Although the Group’s overall operations and activities in these

countries in aggregate represent less than 3 per cent. of its consolidated total revenues as at and for

the year ended 31 December 2019, the Company cannot predict the interpretation or implementation
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of the sanctions by the relevant governments or organisations or any policy by any applicable
jurisdiction with respect to any current or future activities of the Group in these jurisdictions,

including the imposition of new sanctions.

Since December 2019, the outbreak of COVID-19 has widely affected China and other countries and
territories in the world. Severe quarantine and travel restriction policies have been implemented in
China and various other countries and regions across the world to combat the outbreak of COVID-19.
On 31 January 2020, the World Health Organisation declared the COVID-19 outbreak as a “Public
Health Emergency of International Concern”. On 11 March 2020, the World Health Organisation
declared COVID-19 as a “pandemic”. Fully effective vaccines have yet to be developed and there can
be no assurance that an effective vaccine can be discovered or commercially manufactured to protect
against a pandemic in time in light of the highly contagious nature of COVID-19. The outbreak of
COVID-19 has severely interrupted economic activities, both in China and around the world. Whilst
the Group has adopted certain preventive measures and contingency plans in light of the current
COVID-19 outbreak, there can be no assurance that these can be effective to combat or prevent the

current or any future epidemic outbreaks.

In some of the high-risk locations where the Group has employees, business or operations, it may
incur additional costs in safeguarding its personnel and assets, and its measures aimed at protecting
its personnel and assets overseas may not always be sufficient and effective. To the extent that its
overseas business or operations are affected by unexpected and adverse foreign economic, regulatory,
social and political conditions, it may experience project disruptions, losses of assets and personnel
and other indirect losses that could adversely affect its business, financial condition and results of

operations.

The Group may not be able to recover construction expenditures and financing costs from
proprietors under the BT and the EPC business models.

The Group adopts innovative business models such as the BT and the EPC business models. In a BT
business model, the contractor undertakes the financing of construction expenditures and transfers the
project back to the proprietor upon completion and inspection for acceptance and the proprietor will
pay the contractor for such construction expenditures, financing costs and return on project in
instalments pursuant to relevant agreements. Similarly, in an EPC business model, the contractor
undertakes the financing of engineering, procurement and contraction expenditures and the proprietor
normally pays the contractor for such expenditures, financing costs and return on project in
instalments pursuant to the relevant agreements. The BT and EPC business models involve large
amounts of capital expenditure and take years to complete. There can be no assurance that the Group
is able to receive such construction expenditures and financing costs on time, or at all, which may

adversely affect the business performance, financial condition and prospect of the Group.

In addition, laws in the PRC in respect of the BT and EPC business models are relatively new and
still evolving. The level of protection and means of enforcement of contractors’ rights in the PRC may
differ from those in other jurisdictions. Enforcement of the Group’s rights as contractor under the BT
and EPC business models could be costly. In circumstances where the Group is not paid for the
construction, expenditures and financing costs and the Group initiates legal actions against the
proprietor for the payments, the legal procedures can be lengthy and costly and the Group may not
be fully compensated, or at all.
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The Group relies on subcontractors to a certain extent to complete its construction contracting
projects and property development projects.

The Group subcontracts work to one or more subcontractors. Once the Group has been awarded a
construction contracting contract or initiates a property development project, it may engage
subcontractors to carry out different parts of such contract or project. Subcontracting allows the
Group to play to its strengths in specialisation and its turnkey capability, reduces the need to employ
a large workforce, including skilled labour in different specialised areas and semi-skilled labour, and
increases flexibility and cost effectiveness in executing contracts. The Group maintains a regularly
updated list of qualified and reliable subcontractors and enters into subcontracting agreements with

them which generally reflect the terms and conditions of its main contracts with the proprietors.

Nevertheless, the Group may not be able to monitor the performance or control the quality of these
subcontractors as directly and efficiently as with its own staff. In addition, qualified subcontractors
may not always be readily available when the Group’s subcontracting needs arise. If the Group is
unable to engage and retain qualified subcontractors, its ability to complete the engineering
contracting projects could be impaired. If a subcontractor fails to provide services as required under
a subcontracting contract for any reason, the Group may be required to source these services on a
delayed basis or elsewhere, or at a price higher than anticipated, which could adversely impact the
profitability of the Group’s construction contracting business. If a subcontractor’s performance does
not meet the Group’s standards, the quality of the project may be affected, which could harm the
reputation and business prospects of the Group, and potentially expose the Group to litigation and

damages claims.

The Group is subject to risks associated with volatility in the prices of construction equipment,
machinery and raw materials.

For the Group’s construction contracting business, the Group typically procures construction
equipment, machinery and supplies, such as cement, steel, logs and sands, from third-party suppliers
and subcontracts work to third-party subcontractors. The Group generally does not maintain
long-term contracts with its suppliers and subcontractors. It typically enters into contracts with its
suppliers and subcontractors on a project-by-project basis in view of the requirements and
specifications of individual projects. Increases in the prices of construction equipment, machinery
and supplies as well as fluctuations in the subcontracting costs may increase the cost of procuring
equipment and raw materials and engaging subcontractors and hence materially and adversely affect
the Group’s profitability and results of operations. If equipment and raw materials reach certain price
levels, the continued undertaking of certain projects may become less profitable or even unprofitable.
Some of the Group’s construction contracting contracts contain price adjustment clauses, which allow
the Group to reclaim additional costs incurred as a result of unexpected increases in equipment and
raw material costs. However, even with the price adjustment clauses, the significance and relative
impact of factors affecting the prices of equipment and raw materials and subcontracting costs are
difficult to predict or quantify, which may cause difficulty in the Group’s project budgeting and
eventually may have a material adverse impact on its business, financial condition and results of
operations. The Group may not be able to transfer the increase in costs of its procurement to the
proprietors. As such, the Group’s business, financial condition and results of operations may be

adversely affected.
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The construction of power plants is subject to certain risks beyond the Group’s control, which
may affect the timely completion of the construction projects.

The construction of power plants presents substantial development and construction risks. Power
plant construction projects are time-consuming, complicated and require significant capital
investment. The Group may be subject to significant construction delays and interruptions, or
construction cost increases as a result of a variety of factors including, but not limited to, delays by
sub-contractors, delivery failure or delays by suppliers, failure or shortage of equipment, materials
or labour, work stoppages, accidents and labour disputes, and unforeseen engineering, design,

environmental, regulatory or geological problems.

If the Group is unable to complete the projects as planned, the costs incurred in connection with such
projects may not be recoverable. Even if the Group completes these projects, as a result of project
delays, cost overruns, changes in market circumstances or other reasons, it may not be able to achieve
the intended economic benefits or demonstrate the commercial viability of these projects, which may

materially and adversely affect its results of operations, financial condition and growth prospects.

The Group may not be able to maintain proper inventory levels for its operations.

The Group considers a number of factors when it manages the inventory levels for its construction
contracting business (such as construction raw materials), including inventory holding costs, its
product portfolio, the preferences and purchasing trends of its customers, and prompt delivery and
sufficiency of its products in response to customers’ requests. If it is unable to efficiently sell its
products or fails to manage its odd-lot inventory, it may be subject to inventory write-downs,
expiration of products or increase in inventory holding costs. In addition, if the Group underestimates
consumer demand for its products or if its suppliers fail to provide products in a timely manner, it
may experience inventory shortages. Such inventory shortages might result in unfilled customer
orders and have a negative impact on customer relationships. There can be no assurance that the
Group will be able to maintain proper inventory levels and such failure may have an adverse effect
on its business, financial condition and results of operations.

The construction of hydropower, wind and solar power plants are dependent on natural
conditions.

The Group’s construction projects for hydropower, wind and solar power plants are subject to the
availability of locations with suitable weather conditions or appropriate terrain. Accordingly, the
number of feasible sites available may be limited, particularly as growth in the number of power
plants can restrict the number of sites available for additional plants. If these constraints on the
establishment of hydropower, wind and solar power plants were to intensify, or if the sites ultimately
chosen to develop do not perform as expected, this could have a material adverse effect on the
business of the Group’s clients and, in turn, on the Group’s business, financial performance and

further growth.
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The Group’s construction contracting contracts that are signed and pending to be effective may
encounter delays in becoming effective or may not become effective.

Construction contracting contracts that the Group enters into are usually subject to some conditions
precedent which are required to be fulfilled before these contracts can become effective, such as
advance payment of contract value and obtaining of financing or governmental approvals, and some
of these conditions precedent are beyond the Group’s control. Any delay of the effective dates of
these contracts could potentially expose the Group to significant risks associated with foreign
currency fluctuations and uncertainty in equipment and raw material costs once they become
effective, which may materially adversely impact the budget and profitability. Signed and pending to
be effective contract value is not a measure defined by generally accepted accounting principles, and
is not counted towards the Group’s revenue, completed projects, ongoing projects, backlog or newly
effective contract value. As such, the signed and pending to be effective contract value is not and
should not be deemed to be indicative of the Group’s future business performance. There is no
assurance that these contracts will not encounter delays in becoming effective or will become
effective at all, and, in the event that they do, these contracts may not be as profitable as the Group
originally expected and hence may have a material adverse effect on the business prospects, future
earnings and eventually the results of operations of the Group.

Backlog of the Group is subject to unexpected adjustments and cancellations and may,
therefore, not be indicative of the Group’s future results of operations.

Backlog is not a measure defined by generally accepted accounting principles and backlog may not
be indicative of future operating results. The Group’s methodology for determining backlog may not
be comparable to the methodologies used by other companies in determining their backlog. The
contract value of a project or other transaction represents the amount as at the relevant date the Group
expects to receive assuming its performance is in accordance with the terms of the contract. As at 31
December 2019, the aggregate value of construction contracting contracts in backlog of the Group
was approximately RMB1,349.8 billion. However, this figure is based on the assumption that the
relevant contracts will be performed in full in accordance with their terms. The Group’s construction
contracting contracts may be subject to project cancellations or change of order by proprietors or
other force majeure which may affect the project progress. Such cancellations or change of order of
any one or more sizeable contracts or a force majeure event may have a substantial and immediate
effect on the backlog of the Group, could reduce the amount of its backlog and the revenues and
profits that the Group can actually generate, and pose pressure on its working capital. In addition,
projects may also remain in the Group’s backlog for an extended period of time. There is no assurance
that the amount estimated in the Group’s backlog will be realised in a timely fashion, or at all, or that,
even if they are realised, will result in profits. As a result, investors should not unduly rely on the
Group’s backlog information presented in this Offering Circular as an indicator of the future earnings,
results of operations or prospects of the Group.

The Group’s business is vulnerable to downturns in the general economy and industries in
which the Group operates or serves.

Demand for the Group’s business depends on the general level of activity and growth in the industries
in which the Group operates and serves, especially the power sector for the construction contracting
business. Factors which may influence the performance and growth of these industries include, but
are not limited to, general economic conditions, interest rates, exchange rates, inflation, government
policies for the industries, demographic trends, political stability and consumer confidence.
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The Group’s business, results of operations and financial condition are materially affected by
economic conditions in China, which are in turn affected by the global economic conditions. While
some economies have resumed growth since the global financial crisis, the outlook for the world
economy and financial markets remains uncertain. For instance, several countries in Europe have
faced difficulties in refinancing sovereign debt, and the Chinese economy has experienced a
slowdown in overall economic growth, which has led to reduced economic activity. It is uncertain
whether various macroeconomic measures and monetary policies adopted by the Chinese government
will be effective in sustaining the growth rate of the Chinese economy.

The U.S.-China trade conflict and the United States’ increase in tariffs on Chinese exports has already
resulted in the instability of the market, which has weakened the markets and lowered the confidence
of consumers, as well as reduced economic growth expectations around the world. Although the
Group does not have substantial direct business connection with the United States, the Group cannot
guarantee that these tariffs and worsening trade relations between the United States and China will
not have a material adverse effect on their business.

In addition, United Kingdom’s withdrawal from the European Union may result in adverse effects on
global economic conditions and stability of global financial markets, and may significantly reduce
global market liquidity and restrict the ability of key market participants to fund their capital and
liquidity requirements and operate in certain financial markets. These factors could in turn have
adverse effects on the Group’s business, financial conditions and results of operations.

Furthermore, on 12 March 2020, the World Health Organisation declared COVID-19 as a global
pandemic. The COVID-19 pandemic has resulted in many countries, including China, Japan, the
United States, members of the European Union and the United Kingdom, declaring a state of
emergency and imposing extensive business and travel restrictions with a view to containing the
pandemic. Widespread reductions in consumption, industrial production and business activities
arising from the COVID-19 pandemic will significantly disrupt the global economy and global
markets and is likely to result in a global economic recession. In addition, COVID-19 has led to
significant volatility in the global markets across all asset classes, including stocks, bonds, oil and
other commodities and this volatility may persist for some time. As the COVID-19 pandemic
continues to adversely affect business activities globally, governments and central banks across the
world have introduced or are planning fiscal and monetary stimulus measures including direct
subsidies, tax cuts, interest rates cuts, quantitative easing program and suspension or relaxation of
prudential bank capital requirements. These measures aim to contain the economic impact of the
COVID-19 pandemic, stabilise the capital markets and provide liquidity easing to the markets.
addition, the PRC regulators have promulgated a series of measures to encourage PRC financial
institutions to increase financial support to business and consumers to combat the challenges arising
from the COVID-19 outbreak.

The growth of the Group’s businesses depends significantly upon the continuation of economic
development and growth in the PRC. The PRC has experienced rapid economic development in the
past decade, but there is no assurance that such growth will continue at such rates either in the PRC
generally or in the particular areas in which the Group’s operations and investments are located. A
sustained period of slower growth in the PRC could have a material adverse effect on the Group’s
financial condition, results of operations and prospects. In the past, the PRC government has
implemented administrative measures to restrain economic growth rates that were considered
unsustainably high and to calm inflation fears, such as restrained financing policies, reduced fiscal
expenditures or adjustment in tax policies. Such actions may result in an economic slowdown which
could have negative macro-economic effects in the PRC and PRC-related markets.
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The Group’s construction contracting business is largely dependent on the level of public
spending on infrastructure in the countries in which it currently or potentially undertakes
construction contracting contracts.

The Group’s construction contracting business is largely dependent on the level of public
infrastructure spending by the relevant government or governmental agencies (including entities
administered and financed by such agencies) of the countries in which it currently or potentially
operates. Its construction contracting business largely depends on continued spending by the relevant
government or governmental agencies to, among others, improve the living standards of its own
people and sustain local economic development. Various factors can affect the nature, scale, location
and timing of a government’s public investment plans in these infrastructure sectors. These factors
may include different governments’ policies and priorities regarding their economies, regulations,
and general conditions and prospects of their overall economies. Any significant reduction in the
relevant government’s public budgets and change in fiscal policies relating to infrastructure could
have a material adverse effect on the Group’s business, financial condition and results of operations.
The government’s fiscal and monetary policies which affect the availability of credit and funding for
projects, deregulation to encourage private sector participation in the transportation infrastructure
sector and the general condition and prospects of the overall economy can affect the nature, scale,

location and timing of the government’s public investment plans in these infrastructure sectors.

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

The quality of the services that the Group provides and the products that the Group trades is one of
the factors critical to its success. In order to sustain such success, the Group needs to continue to
maintain an effective quality control system for its business, particularly for its construction
contracting business. The effectiveness of its quality control system depends significantly on a
number of factors, including a timely update of the quality control system to suit the ever-changing
business needs, training programmes as well as its ability to ensure that the Group’s quality control
policies and guidelines are adhered to. Any failure or deterioration of its quality control system could
result in defects in the Group’s services, which in turn may jeopardise its reputation, reduce demands
for the Group’s services or even subject the Group to contractual or product liabilities and other
claims. Any such claims, regardless of whether they are ultimately successful, could cause the Group
to incur significant costs, harm its reputation and/or result in significant disruption to its operations.
Furthermore, if any of such claims were ultimately successful, the Group could be required to pay
substantial monetary damages or penalties, which could have a material adverse impact on its
business, financial condition and results of operations.

The Group may be subject to product liability exposure which could harm its reputation and
materially adversely affect the business, financial condition and results of operations of the
Group.

Potential product liability claims can be filed if equipment and machinery the Group employs for its
construction contracting projects fail to perform as expected, or are proven to be defective, or if their
use causes, results in, or is alleged to have caused or resulted in personal injuries, project delays or
damages or other adverse effects. Any product liability claim, whether relating to personal injuries
or project delays or damages, or related regulatory actions, could prove costly and time-consuming
to defend and could potentially harm the reputation of the Group. If successful, product liability
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claims may require the Group to pay substantial damages which may not be sufficiently covered by
the claims that the Group is entitled to against the manufacturers or suppliers. The Group may not
be fully compensated, or at all, for the damages arising from such product liability claims from the
insurance policies available to it.

Moreover, a material design, manufacturing or quality-related failure or defect in equipment and
machinery that the Group employs for its construction contracting projects, or other safety issues,
could each warrant a request for repair or replacement which may result in increased product liability
claims. If the local authorities decide that the equipment or machinery fails to conform to applicable
quality and safety requirements and standards, the Group could be subject to regulatory actions.
Violation of local laws and regulations relating to product quality and safety may subject the Group
to fines, penalties and prohibition to market or trade. In case of defects, the Group may be required
to repair or replace the defective products, equipment or machinery and effect any modification to
render them safe before they can be distributed again on the market or employed in a project, which
may also lead to significant expenses. Criminal liability can be triggered by violations of the general
obligation to offer safe products or can arise from significant damages caused to the users of any

defective products.

Any acquisitions or strategic investments the Group undertakes may not be successful or may
not achieve the Group’s anticipated economic results or commercial viability and may
negatively impact the results of operations and financial condition of the Group.

The Group has acquired, been in the process of acquiring and may in the future acquire other business
or companies whose assets, capabilities and strategies the Group believes are complementary to and
are likely to enhance or expand its business operations. Acquisitions and strategic investments
involve numerous risks, including those relating to market conditions, policies and regulations of the
PRC and other relevant jurisdictions, potential financing pressures, difficulties in retaining and
assimilating personnel and integrating the operations and corporate culture of the acquired business,
diversion of management’s attention and other resources, insufficient or lack of experience and
knowledge in the industry and market in which the acquired business operate and availability of

technology.

The Group may not be able to identify suitable targets for acquisition or strategic investment.
Extensive pre-feasibility studies on potential acquisition or strategic investment may require
significant capital outlays and may not ultimately be implemented or generate any profits. Even if the
Group does identify suitable targets for acquisition or strategic investment, it may not complete those
transactions on terms commercially acceptable to the Group or at all, or it may fail to obtain the
required governmental and other approvals for such acquisitions or strategic investments. Moreover,
actual costs for acquisition or strategic investment of the Group may exceed its original budgets due
to reasons such as delays in schedule, increases in funding costs and changes in original acquisition
or investment plan. Acquisitions or strategic investments may result in the incurrence and inheritance
of debts and other liabilities, assumption of potential legal liabilities in respect of the acquired
business or investments, and incurrence of impairment charges relating to goodwill and other
intangible assets, any of which could harm the financial condition and results of operations of the
Group. As a result, there can be no assurance that the Group will be able to achieve the objective of
any acquisition or strategic investment, the desired level of operational integration or its investment
return target.
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The Group may not be able to effectively manage and coordinate the operations of its numerous
subsidiaries.

As at 31 December 2019, the Company had over 480 direct and indirect subsidiaries located across
the PRC and other jurisdictions, whose financial results have been included in the Group’s
consolidated financial statements. The large scale and scope of its operations make central
coordination of the Group’s business activities a challenging task. The ability of the Company’s
management to manage and coordinate the Group’s business operations and implement its business
strategies, policies and internal control measures across the entire Group may be adversely affected
by various factors, including a large number of employees, geographical and jurisdictional
differences, costs, level of control over its subsidiaries and other factors. If the Group is not able to
manage and coordinate the Group’s business operations and implement its business strategies,
policies and internal control measures across the entire Group, its business, financial condition,
results of operations and prospects may be adversely affected.

The Group may encounter unforeseen or unforeseeable difficulties and uncertainties in its
expansion into potential new markets and sectors.

Construction contracts the Group enters into are usually considered key projects of the relevant
government in a country or region where these projects are located. These governments have different
ways of managing their economic and governmental policies. Hence the Group may encounter
unforeseen or unforeseeable difficulties and uncertainties in its expansion into potential new markets.
Expansion into new sectors and markets has inherent risks, including risks relating to insufficient
operating experience in such sectors and markets and changes in governmental policies and
regulations and other adverse developments affecting such sectors and markets. Expansion may also
significantly stretch the capital, personnel and management resources of the Group and, as a result,
it may fail to manage its growth effectively, which in turn could have a material adverse impact on
the business, financial condition, results of operations and prospects of the Group. In addition, there
may be many established incumbent players in these sectors and markets which already enjoy
significant market share, and it may be difficult for the Group to win market share from them.
Furthermore, some of the overseas markets that the Group is targeting may have a high barrier of
entry for foreign players. There can be no assurance that the expansion plans of the Group will
materialise or be successful and failure of which may adversely affect the business performance,

financial condition and prospect of the Group.

The Group faces significant competition in certain markets in which it operates, which could
adversely affect its business.

The Group faces significant competition in certain markets in which it operates. Its competition
comes from various sources, including large state-owned enterprises and leading international
companies, as well as potential new competitors.

The Group’s PRC competitors may have certain advantages over the Group in terms of design,
construction capability and management experience while being able to provide services which are
still competitively priced. The Group’s market position depends on its ability to anticipate and
respond to various competitive factors, including pricing strategies adopted by its competitors,
changes in customer preferences and its access to capital and financing resources. Its foreign
competitors may have greater financial, technical, management or other resources and may provide
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a wider range of services than it does, and could possibly form mergers or joint ventures with some
of its domestic competitors or other foreign competitors to its detriment. Suppliers or subcontractors
may merge with its competitors which may limit its choices of suppliers and subcontractors and hence
the flexibility of its overall project execution capabilities. In addition, as the Group’s business grows,
it needs to manage relationships with great number of customers, suppliers, contractors, service
providers, lenders and other third parties, which may not be as well managed as its competitors.

There can be no assurance that the Group’s current or potential competitors will not offer services
or products comparable with or superior to those that the Group offers at the same or lower prices
or adapt more quickly than it does to evolving customer preferences, industry trends or changing
market conditions. Increased competition may result in price reductions, reduced profit margins and
loss of market share.

The Group is subject to operational risks and occupational hazards in the course of its business
operations and could harm its reputation and cause it to incur substantial costs.

Due to the nature of construction work involved in the Group’s construction contracting business, its
projects may involve certain operational risks and occupational hazards, including operations on
aerial platforms, underground construction, use of heavy machinery, and working with flammable and
explosive materials. The Group ensures compliance with the requisite safety requirements and
standards. Despite that, it is subject to the inherent risks of these activities, such as geological
catastrophes, toxic gas, risk of equipment failure, industrial accidents, fire and explosion. These
dangerous activities may result in personal injury and loss of life, damage to or destruction of
properties and equipment, and environmental damage and pollution, any of which could result in the
delay in its construction contracting projects, suspension of its operations and imposition of civil or
criminal liabilities. The Group may also be subject to claims, resulting from the subsequent use of
facilities, infrastructure and other engineering works in which it has been involved, from proprietors

or other third parties.

The Group normally seeks to lower its exposure to potential claims associated with its construction
contracting business through contractual limitations of liabilities, indemnities from proprietors,
subcontractors and suppliers, and purchase of construction, installation and engineering all-risks
insurance, third-party liability insurance and enhancement of internal control. These measures,
however, may not always be effective due to various factors, many of which may be out of its control.
For example, in some of the jurisdictions in which the Group operates, including the PRC, the Group
assumes environmental and workers’ compensation liabilities as a matter of law and may not be
limited through contracts and insurance policies; proprietors may not have adequate financial
resources to satisfy their indemnity obligations to the Group; and losses may derive from risks not
covered in the Group’s indemnity agreements.

In addition, in the Group’s operation, the Company may not be able to detect or prevent employee
misconduct, including misconduct by senior management, which may harm the Group’s reputation
and business. The Company’s knowledge of the investigation is limited to the public information in
the PRC. The Group has reiterated the importance of establishing a corruption prevention and
penalisation system and issued an implementation measures in relation to such a plan in order to
strengthen its ability to prevent, detect and penalise similar and other misconduct. There is no
assurance that the Company is able to detect or prevent such misconduct in a timely fashion, or at
all.
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Furthermore, any harm caused by its operations could damage its reputation and relationship with the
governmental authorities, regulators and its clients, which may materially hinder its chance to obtain
new business and clients.

The Group’s insurance policies may not be sufficient.

Although the Group maintains insurance coverage in amounts that the Group believes are consistent
with its risk of loss and the customary practice in the relevant industry, there is no assurance that the
insurance taken on by the Group is sufficient. Insurance policies, in particular, have become
increasingly expensive and the Group may not be able to obtain insurance against some risks on
commercially reasonable terms, or at all. Moreover, there may be circumstances where the Group is
not fully covered or compensated, or at all, under insurance policies for environmental liability,
business interruption, loss of profit, or other liabilities or losses arising from disruptions of
operations, industrial accidents, demonstrations or other activities by its employees or third parties.
Typical insurance coverage obtained by the Group as contractors include insurance for employer
liability insurance, personal injury, business property and motorcar damage.

If the Group fails to adequately protect itself or third parties against these potential liabilities, it could
incur substantial costs for these potential liabilities which could have an adverse effect on its
business, financial condition and results of operations.

The Group may not be able to successfully develop or adopt new technologies in a timely
manner.

The markets for the Group’s contracting businesses may change rapidly because of changes in
customer requirements, technological innovations, new product instructions, prices, industry
standards and domestic and international economic factors. New products and technology may render
existing services or technology obsolete, excessively costly or otherwise unmarketable. If the Group
is unable to introduce and integrate new technologies into its contracting services in a timely and
cost-effective manner, its competitive position will suffer and its prospects for growth will be
impaired, which could have a material adverse effect on the Group’s business, financial condition and

results of operations.

Regulatory changes and the uncertainties associated with the reform of the PRC’s power
industry may adversely affect the Group’s energy project investment and operations business
and results of operations.

The Group’s power plants are subject to extensive regulations by the PRC government, and provincial
and local authorities and agencies, which regulate many aspects of the power operations, including
the connection and dispatch of electricity generation, the setting of on-grid and retail tariffs,
compliance with power grid control and dispatch directives, and environmental, safety and health
standards and emissions controls. The PRC’s power generation industry has undergone and will
continue to undergo regulatory reform. For example, the on-grid tariff is heavily regulated in the
PRC, the Group’s electricity power business has been and will continue to be subject to the
regulations, in particular those related to the on-grid tariff, that may be promulgated by the PRC
government from time to time. The compliance costs, liabilities and requirements associated with
these regulations can have a significant impact on the Group’s electricity power business and
accordingly the Group’s overall operating results. In addition, constructions projects for power plants
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may be affected or discontinued as a result of a change in environmental policy by the PRC
government. There can be no assurance that future regulatory reform in the PRC power sector will
not have a material adverse effect on the Group’s business, financial condition or results of

operations.

The PRC property market is cyclical, and the Group’s real estate development activities are
susceptible to significant fluctuations.

The PRC property market is, and is expected to continue to be, cyclical. In recent years, prices of
residential properties in major PRC cities have experienced rapid and significant growth. However,
there can be no assurance that oversupply and falling property prices will not recur in the PRC
property market, and the recurrence of such problems could adversely affect the Group’s real estate
development business and financial condition.

The cyclical property market in the PRC affects the timing for both the acquisition of sites and the
sale of completed development 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 relating to

real estate development activities may be susceptible to significant fluctuations from year to year.

To the extent that supply in the overall property market significantly exceeds demand, the Group’s
real estate development businesses may be subject to significant downturns and disruptions in the
market for a sustained period. Alternatively, if a serious downturn in regional or global market
conditions should occur, this may seriously affect and disrupt the property market in the PRC. If any
of these events were to occur, the financial condition and results of operations of the Group’s real
estate development business may be materially and adversely affected.

The Group’s real estate development business is subject to PRC government regulations and
policies on the acquisitions of sites for development, including restrictive measures to cool the
property market.

The Company is one of the 16 central enterprises whose real estate development business is one of
their respective main businesses as approved by SASAC. The Group is engaged in the development
of residential properties, and derives a certain amount of its revenue from the sale of residential
properties that it has developed in the PRC. Its revenue stream is dependent on its ability to complete
and sell its property developments. To maintain or grow its business in the future, it will be required
to replenish its land reserve with suitable sites for developments. Its ability to identify and acquire
a sufficient number of suitable sites is subject to a number of factors that are beyond its control.

The PRC government controls substantially all of the country’s land supply and adopts a number of
initiatives to regulate the means by which property developers obtain land sites for property
developments. As a result, the PRC government’s land supply policies affect the Group’s ability to
acquire land use rights for sites it identifies and the costs of any acquisition. Although these
regulations do not prevent privately held land use rights from being traded in the secondary market,
the PRC government’s policy to grant state-owned land use rights through a bidding system is likely
to increase the acquisition cost of land reserves generally in the PRC. If the Group fails to acquire
sufficient land reserves in a timely manner and at acceptable prices, or at all, its business prospects,
financial condition and results of operations may be materially and adversely affected.
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Furthermore, the PRC government has adopted other measures to control the growth of China’s
residential property sector and to promote the development of affordable housing. For instance, many
cities have promulgated measures to restrict the number of properties a household is allowed to
purchase and the cities where the Group’s property projects are located may promulgate similar
restrictive measures in the near future. Any such measures further intensify the competition in the
PRC among property developers and could have a material adverse effect on the Group’s property

business, financial condition or results of operations.

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

Some of the property development projects undertaken by the Group involved the relocation of local
residents and local businesses located on the land required for such projects. There can be no
assurance that the relocation of local residents or businesses will proceed smoothly or that they will
agree to the relocation compensation. In addition, the amount of compensation to be paid is subject
to PRC governmental regulation and can be changed at any time. If any local resident or business is
not satisfied with the relocation compensation and refuses to move, it may result in delays in the
Group’s development or construction schedules and/or increases in its development or construction
costs, any of which could have a material adverse effect on its business, financial condition and

results of operations.

The Group’s operations are subject to external risks such as natural disasters, contagious
diseases and accidents.

Natural disasters, catastrophes, outbreaks of contagious disease, epidemics or other events could
result in severe personal death or injury, property damage and environmental damage, and
disturbance of all levels of business in the areas where the Group operates, which may curtail the
Group’s operations, cause delays in estimated completion dates for projects, increase the costs
associated with the Group’s operations, reduce its ability to operate and materially and adversely
affect its cash flows and, accordingly, adversely affect its ability to service debt.

The Group’s operations and financial condition could also be materially and adversely affected by
any outbreak, epidemic and/or pandemic of (or the escalation and/or intensification of any outbreak,
epidemic and/or pandemic of) infectious or contagious diseases and/or other adverse public health
developments in the PRC or elsewhere. In particular, the recent outbreak of the novel coronavirus,
COVID-19, in the PRC, Hong Kong and other countries has led to business suspension, travel and
other restrictions, labour shortages and supply or delivery chain constraints in the PRC, Hong Kong
and globally. It is difficult to predict the level of impact of the outbreak of COVID-19 on the PRC
and global economies and there can be no assurance that it would not have a material adverse effect

on the Group’s business, results of operations, financial condition and prospects.

If any of the Group’s developments is damaged by severe weather or any other disaster, accident,
catastrophe, outbreaks of contagious diseases or other events, the Group’s operations may be
significantly interrupted and the Group’s financial condition and results of operation may be

materially and adversely affected.
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The Group’s projects are subject to risks of material adverse impact due to acts of terrorism.

A number of the Group’s projects are located in regions that are subject to political unrest and
heightened risks of terrorism or other politically motivated attacks. Any acts of terrorism in such
regions may have a materially adverse impact on the feasibility or continuity of such projects. There
is no assurance that acts of terrorism against the Group, or acts of terrorism materially affecting its
projects, will not take place in the future. Such acts, if sufficiently severe, could have a material
adverse effect on the Group’s business, financial condition, results of operations and prospects. The
Group’s insurance policies may not adequately cover for any loss suffered by the Group’s business
as a result of any acts of terrorism. See “Risk Factors — Risks Relating to the Group’s Business — The

Group’s insurance policies may not be sufficient”.

The Group’s continued success is dependent on it being able to hire and retain qualified
personnel.

The growth of the Group’s business operation is dependent upon the continued service of its senior
management team. The industry experience, expertise and contributions of its executive directors and
other members of its senior management are essential to its continuing success. The Group will
require an increasing number of experienced and competent executives in the future to implement its
business and growth plans. If the Group were to lose the services of any of the Group’s key
management members or were unable to train or recruit and retain personnel with equivalent
qualifications at any time, the management and growth of its business could be adversely affected.

The Group’s future success is dependent upon its ability to train, attract and retain high-quality
personnel, including executive officers, business development personnel and project managers and
key qualified personnel, who have the necessary and required experience and expertise to conduct its
business. Particularly, its success in the construction contracting business is largely attributable to the
qualified and experienced engineering designers, engineers and other business personnel that it has
been able to train, attract and retain in the past. The Group may periodically experience difficulties
in recruiting suitable personnel. It may lose these persons to its competitors who are able to offer
more competitive packages, or it may have to significantly increase its related staff costs.

Competition for competent personnel in general is intense in the PRC and other markets where the
Group operates its business. There can be no assurance that the Group will be able to maintain an
adequate skilled labour force necessary for it to execute its business or to perform other corporate
activities, nor can the Group guarantee that staff costs will not increase as a result of a shortage in
the supply of skilled personnel. If the Group fails to attract and retain personnel with suitable
managerial, technical or marketing expertise or maintain an adequate labour force on a continuous
basis, its business and operations could be adversely affected and its future growth and expansions
may be inhibited.

The Group may not be able to adequately protect its intellectual property rights, which could
reduce its competitiveness.

The Group relies on a combination of copyrights and patents to protect its intellectual properties.
There can be no assurance that the measures the Group have taken will be sufficient to prevent any
misappropriation of its intellectual properties. In the event that the measures taken by the Group or
the protection afforded by law do not adequately safeguard its intellectual property rights, it could
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suffer losses in revenues and profits due to competing sales of products and services that exploit its
intellectual properties. Furthermore, there can be no assurance that any of the intellectual property
rights of the Group will not be challenged by third parties. Adverse rulings in any litigation or
proceedings on intellectual property rights could result in the loss of the proprietary rights of the
Group and subject it to substantial liabilities, or even disrupt the business and operation of the Group.
Intellectual property laws in the PRC are still evolving and the level of protection and means of
enforcement of intellectual property rights in the PRC differ from those in other jurisdictions.
Enforcement of the Group’s intellectual property rights could be costly, and the Group may not be
able to immediately detect unauthorised use of its intellectual properties and take the necessary steps

to enforce its rights over such properties.

The Group’s businesses are required to comply with the environmental protection regimes.

The Group’s construction contracting business can have a significant environmental impact, and
consequently is subject to stringent environmental laws and regulations in the countries in which the
Group operates. For example, in the PRC, the PRC government has been increasing its environmental
protection standards and strengthening environmental law enforcement, in particular in respect of
coal-fired power plants. Failure to adhere to the terms of environmental licences and regulations may
also result in penalties or, in extreme cases, the inability to operate or termination of the relevant
operation. Licence terms or regulations may also be changed at short notice and it may be difficult
to comply with the amended terms in a timely fashion or without significant cost. The Group believes
that most of its subsidiaries’ business is in compliance with the requirements of existing
environmental protection laws and regulations. However, there can be no assurance that the
Company’s subsidiaries will not encounter problems in obtaining required licences and approvals for
the operation and development of its business or in fulfilling the conditions of such licences and
approvals from time to time. If any subsidiary of the Group fails to obtain approvals in respect of its
operations or fails to fulfil the conditions of those licences, approvals or permits, it may be subject
to fines or penalties or be required to halt construction or operations of some of its plants, and the
Group’s business strategies may not proceed on schedule and the business, financial condition and
results of operations of the Group may be adversely affected.

The Group’s operations require certain permits, licenses, qualifications and certificates inside
and outside the PRC, the loss of which can significantly hinder its business and operations, and
it is subject to periodic inspections, examinations, inquiries and audits by regulatory
authorities.

The Group is required to obtain and maintain valid permits, licenses and certificates from various
governmental authorities to conduct its business, including, among others, business license for an
enterprise as a legal person, tax registration certificates, organisation code certificates, construction
contracting certificates, import and export licenses and tender agency qualification certificates inside
and outside the PRC. The Group must comply with the restrictions and conditions imposed by various
levels of governmental agencies to maintain its permits, licenses, qualifications and certificates. If it
fails to comply with any of the regulations or satisfy any of the conditions required for the
maintenance of its permits, licenses, qualifications and certificates, its permits, licenses,
qualifications and certificates could be temporarily suspended or even revoked, or the renewal
thereof, upon expiry of their original terms, may be delayed or rejected, which could materially
adversely impact its business, financial condition and results of operations.
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In order to ensure the Group’s compliance with the restrictions and conditions required for
maintaining its permits, licenses, qualifications and certificates for its business and operations, the
governmental authorities at various levels conduct routine or special inspections, examinations,
inquiries and audits on it. The Group may be subject to suspension or revocation of the relevant
permits, licenses or certificates, fines or other penalties due to any non-compliance uncovered as a
result of such inspections, examinations, inquiries and audits. There can be no assurance that the
Group will be able to maintain or renew its existing permits, licenses, qualifications and certificates
or obtain future permits, licenses, qualifications and certificates required for its continued operations
on a timely basis or at all. In the event that it fails to comply with applicable laws and regulations
or fail to maintain, renew or obtain the necessary permits, licenses, qualifications or certificates, its

business and results of operations may be adversely affected.

The Group is subject to litigation risks.

In the ordinary course of the business of the Group, claims involving proprietors, clients, suppliers
and subcontractors may be brought against the Group or by the Group. Claims may be brought against
the Group for alleged defective or incomplete work, liabilities for defective products, personal
injuries and deaths, damage to or destruction of property, breaches of warranty, late completion of
projects, termination of contracts or delayed payments to its suppliers or subcontractors. The Group
may also bring claims against counterparties to preserve or enforce its contractual rights. The claims
and charges may involve actual damages and contractually-agreed-upon liquidated sums. If the Group
is found to be liable on any of the claims, it would have to incur a loss against earnings to the extent
a reserve had not been established for the matter in its financial statements, or to the extent the claims
were not sufficiently covered by the insurance coverage of the Group. Claims brought by the Group
against proprietors may include claims for additional costs incurred in excess of current contractual
provisions arising out of project delays and changes in the initial scope of work. Both claims brought
against the Group and by the Group, if not resolved through negotiation or mediation, are often
subject to lengthy and expensive litigation or arbitration proceedings. Amounts ultimately realised
from project or other claims by the Group could differ materially from the balances included in the
financial statements, resulting in a loss against earnings of the Group to the extent profit has already
been accrued on a project or other contract. Charges and write-downs associated with claims brought
against the Group have a material adverse impact on the financial condition, results of operations and
cash flow of the Group. Moreover, legal proceedings resulting in judgments or findings against the

Group may harm its reputation and damage its prospects for future contract awards and business.

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 litigation, financial losses and
sanctions imposed by governmental authorities, as well as affecting its reputation. In addition, the
Group’s employees, representatives, agents, customers or other third parties may be subject to

investigations by the PRC authorities, whose occurrence or outcome may be difficult to predict.
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Potential misconduct could include:

. hiding unauthorised or unsuccessful activities, resulting in unknown and unmanaged risks or
losses;
. intentionally concealing material facts, or failing to perform necessary due diligence procedures

designed to identify potential risks, which are material to the Group in deciding whether to make

investments or dispose of assets;
. improperly using or disclosing confidential information;
. engaging in improper activities such as receiving or offering bribes to counterparties;
. misappropriation of funds;
. conducting transactions that exceed authorised limits;
. engaging in misrepresentation or fraudulent, deceptive or otherwise improper activities;

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

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

In particular, according to an announcement issued by the National Audit Office of the PRC (the
“NAO”) on 23 June 2017 (the “June 2017 Announcement”), based on the NAO’s audit on the
Group’s financial results for the year ended 31 December 2015, the Group was exposed to various
defects including those relating to (1) financial reporting and bookkeeping, (2) the implementation
of major national policies of the PRC government, (3) the Group’s internal control systems and some
of its strategic decisions, and (4) the implementation of directives related to disciplinary matters
issued by the PRC government.

Specifically, PowerChina Limited ("% JJ @ sk WA R/ H]), a listed subsidiary of the Group,
was named by NAO for certain deficiencies in the areas at its internal control systems and some of
its strategic decisions, such as its investment in a coalfield.

As at the date of this Offering Circular, the Group has not received any further enquiries from the
PRC governmental authorities on its improvement measures and, to the best knowledge of the Group
and the Guarantor, none of the Guarantor’s or the Group’s directors or senior management has been
subject to litigation or investigation from the PRC governmental authorities as a result of the June
2017 Announcement. The NAO’s findings of various deficiencies identified in the June 2017
Announcement have drawn the senior management’s great attention and the management intends to,
and has also improved certain internal policies and measures to strictly follow the NAO’s
recommendations for rectification of those deficiencies to further improve the Group’s internal
control, corporate governance and risk management mechanisms. However, there can be no assurance
that there will not be prolonged or broadened investigations or on what the results or impact of such
investigations will be, nor that such investigations would not have a material and adverse effect on
the Group.
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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 can be 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, and could have a material and adverse effect on the Group’s businesses,

financial condition and results of operations.

The Guarantor’s auditors have breached, or are being investigated for alleged breaches of PRC
securities law.

Jonten Certified Public Accountants, the Guarantor’s previous independent auditor for the financial
years ended 2017 and 2018, is a registered accounting firm in the PRC supervised by relevant PRC
regulatory agencies, including the MOF and the CSRC. In August 2018, another PRC company,
Shenzhen Shenbao Industrial Co., Ltd. (EIITTERE FEBABR/AF) (“Shenzhen Shenbao”)
announced that it had received China Securities Regulatory Commission Investigation Notice
Notification No. 180133 ( (a5 75 B B Hi 22 B @ £ M) (g A58 7 180133%%)) (the
“Notice”) from Jonten Certified Public Accountants. Pursuant to such Notice, CSRC had commenced
investigations against Jonten Certified Public Accountants, which was also Shenzhen Shenbao’s
auditor, in connection with certain alleged breaches of PRC securities law by Jonten Certified Public
Accountants during the course of Jonten Certified Public Accountants’ audit of other companies (the
“Implicated Audits”).

Jonten Certified Public Accountants has confirmed that (a) none of the team members involved in the
Implicated Audits are involved in the current transaction, (b) as at the date of this Offering Circular,
the CSRC has not made any adverse decision or imposed any penalty on Jonten Certified Public
Accountants, and (c) it believes that the any such adverse decision or potential penalty would not,
individually or in aggregate, have a material adverse effect on Jonten Certified Public Accountants.

Notwithstanding, if Jonten Certified Public Accountants is found to be deficient in performing its
audit tasks, it may adversely affect investors’ confidence in companies and financial statements
audited by it. There can be no assurance that further negative news about Jonten Certified Public
Accountants would not have a material and adverse effect on the Group or the work performed by

it for the Group is not deficient.

Baker Tilly China Certified Public Accountants (“Baker Tilly”), the Guarantor’s existing
independent auditor, is a registered accounting firm in the PRC supervised by relevant PRC
regulatory agencies, including the MOF and the CSRC. In July 2017, Baker Tilly received the
Warning Decision regarding Baker Tilly China Certified Public Accountants (Special General
Partnership) No. [2017] 17 ( B3 I B & B2 265 T CRe ik 54 5 ) PRI R bR 4 it Y
) ([2017]1179%)) (the “Decision”) from CSRC Fujian branch, regarding its audit of the 2015 and
2016 financials of another PRC company, Kaiying Internet Co., Ltd. ('Tﬁﬁiﬁﬁl%ﬂifﬁ’ﬁ@é}ﬁj)
(“Kaiying Internet”). Pursuant to the Decision, CSRC Fujian branch issued a warning letter to Baker
Tilly, as Kaiying Internet’s auditor, in connection with certain of its breaches of PRC securities law
during the course of its audit of Kaiying Internet’s financial statements as at and for the years ended
31 December 2015 and 2016 (“Kaiying Internet’s Audit”).

—47 —



Baker Tilly has confirmed that (a) none of the team members involved in the Kaiying Internet’s Audit
are involved in the current transaction, (b) as at the date of this Offering Circular, Baker Tilly has
completed all the rectifications as requested by CSRC Fujian branch and has submitted a report in
respect thereof to CSRC Fujian branch, and the CSRC Fujian branch has not made any further adverse
decision or imposed any penalty on Baker Tilly, and (c) it believes that the Decision, or further
adverse decision or potential penalty, if any, would not, individually or in aggregate, have a material
adverse effect on Baker Tilly.

Notwithstanding, the above Decision may adversely affect investors’ confidence in companies and
financial statements audited by Baker Tilly. There can be no assurance that further negative news
about Baker Tilly would not have a material and adverse effect on the Group or the work performed

by it for the Group is not deficient.

Risks Relating to the PRC

Substantially most of the Group’s assets are located in the PRC and substantially most of the Group’s
revenue is sourced from the PRC. Accordingly, the Group’s results of operations, financial position
and prospects are subject, to a significant degree, to economic, political and legal developments in
the PRC.

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

Substantially most of the Group’s assets are located in the PRC, and substantially most of the Group’s
revenue is derived is sourced from the PRC. Accordingly, the Group’s results of operations, financial
position and prospects are significantly subject to the economic, political and legal developments of
the PRC.

On 13 November 2013, after the closure of the Third Plenum of the 18th Chinese Communist Party
Congress, the new government issued a comprehensive reform document detailing extensive new
social and economic policies with the primary aim of restructuring and rebalancing the economy to
a more sustainable model by focusing more on domestic consumption away from investment and
export fuelled growth. On 6 March 2015, at the National People’s Congress in Beijing, Premier Li
Keqiang in his annual policy report announced the lowering of the growth target for China in 2016
to 6.5 per cent. — 7.0 per cent. from 7.0 per cent. in 2015 acknowledging that the PRC had entered
a new stage of economic development as the country simultaneously deals with an economic
slowdown and reforms its economic growth model. Premier Li also advocated a proactive fiscal
policy and placed an emphasis on wide-ranging reforms in a continuation of the goals set out in the
November 2013 reform document.

In recent years, as a result of recurring liquidity tightening in the banking system, alternative lending
and borrowing outside of traditional banking practices, generally known as “shadow banking”, has
grown to become an integral and significant aspect of the PRC economy. Such alternative lending is
loosely regulated and has led to an increase in China’s debt levels leading to concern over rising bad
debts and financial problems. As some of the funds obtained from shadow banking are being used for
investments in speculative and risky products, should a widespread default on such investments
occur, this could harm the growth prospects of the PRC economy. There have been reports of a
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number of shadow banking defaults in the PRC resulting in increased scrutiny and oversight by
regulators who have proposed draft rules to control the industry. Even if the PRC government
increases regulation over such alternative lending and borrowing, there can be no assurance that such
regulations will be successful, or that they would not have an adverse impact on the overall loan
markets and liquidity in the PRC, which will negatively impact the PRC economy.

According to the statistics released by National Bureau of Statistics of the PRC, the PRC’s GDP
year-on-year growth rate was 6.7 per cent. in 2016. Although the PRC government has recently taken
several measures and actions with an aim to increase investors’ confidence in the PRC economy, there
can be no assurance that those measures will be effective.

On 2 March 2016, Moody’s Investors Service, Inc. (“Moody’s”) changed its outlook on China’s Aa3
government bond rating from stable to negative, citing uncertainty about the PRC government’s
capacity to implement reforms to address imbalances in the economy, given the scale of reform
challenges. On 31 March 2016, S&P Global Ratings (“Standard & Poor”) also changed its outlook
on China’s AA government bond rating from stable to negative, stating that China’s attempts to
overhaul its economy towards domestic-led economic growth were proceeding “more slowly than
Standard & Poor had expected”. On 24 May 2017, Moody’s downgraded China’s long-term local
currency and foreign currency issuer ratings from Aa3 to Al and changed the outlook from negative
to stable. As at the date of this Offering Circular, Fitch Rating Inc. is the only “Big Three” rating
agencies which maintains a stable outlook on China’s government bond rating of A+. In addition, on
4 March 2016, the PRC government announced a target annual growth rate of no less than 6.5 per
cent. for the next five years. As such, there can be no assurance that the PRC government will
continue to implement reforms which may conflict with such targeted growth. The Group’s business,
financial conditions and results of operations could be adversely affected by the PRC government’s

inability to effect timely economic reforms.

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

PRC economic, political and social conditions, as well as government policies, could affect the
Group’s business.

The economy of the PRC differs from the economies of most developed countries in many respects,

including, but not limited to:

political structure;

. level of government involvement;

o level of development;

o growth rate;
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. foreign exchange;

. control of foreign exchange; and

. allocation of resources.

While the PRC economy has grown significantly in the past 30 years, growth has been uneven, both
geographically and among the various sectors of the economy. The PRC government has implemented
various measures to encourage economic growth and guide the allocation of resources. Some of these
measures benefit the overall PRC economy, but may also negatively affect the Group’s operations.
For example, the Group’s financial condition and results of operations may be adversely affected by
the PRC government’s control over capital investments or any changes in tax regulations or foreign
exchange controls that are applicable to the Group. The PRC economy has been transitioning from
a planned economy to a market-oriented economy. For the past three decades, the PRC government
has implemented economic reform measures emphasising utilisation of market forces in the
development of the PRC economy. Although the Company believes these reforms will have a positive
effect on the Group’s overall and long-term development, it cannot predict whether changes in the
PRC’s political, economic and social conditions, laws, regulations and policies will have any adverse

effect on the Group’s current or future business, results of operations or financial condition.

The operations of the Group may be affected by inflation and deflation within the PRC.

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

have a material adverse effect on the Group’s business, financial condition or results of operations.

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

Uncertainty with respect to the PRC legal system could affect the Group.

As substantially all of the Group’s businesses 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 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, the PRC 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 (including the Circular of the Ministry of

—50 -



Finance on Issues relevant to the Regulation on the Financing Activities Conducted by Financial
Institutions for Local Governments and State-owned Enterprises (51 ECHS B i k5 4 4 Rl 0> 3 365 Hh Jy I8
JRER B0 AT A SE B A AT A A B T REL A 4 0, 1 4212018123 5%) (the “MOF Circular™) promulgated on
28 March 2018 and which took effect on the same day and the Circular of the National Development
and Reform Commission and the Ministry of Finance on Improvement of Market Regulatory Regime
and Strict Prevention of Foreign Debt Risks and Local Government Indebtedness Risks (4<% J& ik
o SIS B 7 7 3 T 35 A4 TROME Al e A 7y 5 & M JEL g A0 3t 77 (05 DL i 8 A0, B 2 1 20181706 5%
(the “Joint Circular”) promulgated on 11 May 2018 and which took effect on the same day) 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 some time 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.

It may be difficult to effect service of process or enforce any judgments obtained from non-PRC
courts against the Group or its directors and senior management who reside in the PRC.

Substantially all of the Group’s assets are located within the PRC. In addition, most of the Group’s
directors and senior management reside within the PRC, and assets of the directors and senior
management may also be located within the PRC. As a result, it may not be possible to effect service
of process outside the PRC upon most of the Group’s directors and senior management, including for
matters arising under applicable securities law. A judgment of a court of another jurisdiction may be
reciprocally recognised or enforced if the jurisdiction has a treaty with the PRC or if judgments of
the PRC courts have been recognised before in that jurisdiction, subject to the satisfaction of other
requirements. However, the PRC does not have treaties providing for the reciprocal recognition and
enforcement of judgments of courts with many countries, including Japan, the United States and the
United Kingdom. Therefore, it may be difficult for investors to enforce any judgments obtained from
non-PRC courts against the Group, the Company, any of their respective directors or senior
management in the PRC.

The PRC government has no obligations under the Securities.

The PRC government is not an obligor and Securityholders and/or Holders shall have no recourse to
the PRC government in respect of any obligation arising out of or in connection with the Securities
or the Guarantee in lieu of the Issuer or the Guarantor. This position has been reinforced by the MOF
Circular and the Joint Circular. Both Circulars are relatively new, and because of the limited volume
of published decisions, the interpretation and enforcement of these laws and regulations involve
uncertainties. The PRC government as the ultimate shareholder of the Guarantor only has limited
liability in the form of its equity contribution in the Guarantor. As such, the PRC government does
not have any payment obligations under the Securities or the Guarantee. The Securities are solely to
be repaid by the Issuer (and the Guarantee by the Guarantor) as independent legal persons. In
addition, any ownership or control by the PRC government does not necessarily correlate to, or
provide any assurance as to, any of the Issuer’s or the Guarantor’s financial condition. 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
Securities only on the Group’s own financial information reflected in its financial statements.
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The PRC Government’s control over foreign currency conversion may limit the Group’s foreign

exchange transactions.

Currently, RMB still cannot be freely converted into any foreign currency, and conversion and
remittance of foreign currencies are subject to PRC foreign exchange regulations. It cannot be
guaranteed that under a certain exchange rate, the Group will have sufficient foreign exchange to
meet its foreign exchange requirements. Under the current PRC foreign exchange control system,
foreign exchange transactions under the current account conducted by the Group do not require
advance approval from SAFE, but the Group is required to present documentary evidence of such
transactions and conduct such transactions at designated foreign exchange banks within the PRC that
have the requisite licences to carry out foreign exchange business. Foreign exchange transactions
under the capital account conducted by the Group, however, must be approved in advance by SAFE
or registered with SAFE upon approval of, or filing with, other competent authorities, including
NDRC and MOFCOM.

In addition, any insufficiency of foreign exchange may restrict the Group’s ability to obtain sufficient
foreign exchange to satisfy any other foreign exchange requirements. If the Group fails to obtain
approval from SAFE to convert RMB into any foreign exchange for any of the above purposes, its
capital expenditure plans, and even the business, operating results and financial condition of the

Group, may be materially adversely affected.

The Group’s labour costs may increase for reasons such as the implementation of the PRC Labour
Contract Law or inflation in the PRC.

The PRC Labour Contract Law (3£ A\ R ILFNEH 458 & [7]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 Employee (¥ L4537 & A E ), 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. As a result of the PRC Labour Contract Law and the Regulations on Paid Annual Leave

for Employees, the Group’s labour costs (inclusive of those incurred by contractors) may increase.
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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

businesses, financial condition and results of operations.

Further, if there is a shortage of labour or for any reason the labour cost in the PRC rises significantly,
the costs of production of the Group’s products is likely to increase. This may in turn affect the
selling prices of the products and services, which may then affect the demand of such products and
services and thereby adversely affect the Group’s sales and financial condition. Increase in costs of
raw materials and other components required for the Group’s business operation may cause similar
adverse effects, particularly if the Group is unable to identify and employ other appropriate means
to reduce the costs. 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 labour and the costs of raw materials the Group must purchase for production. Rising labour costs
may increase the Group’s operating costs and partially erode the cost advantage of the Group’s

PRC-based operations and therefore negatively impact the Group’s profitability.

RISKS RELATING TO THE ISSUER AND THE GUARANTOR

The Issuer is a special purpose vehicle with no business activities of its own and will be
dependent on funds from its affiliates to make payments under the Securities.

The Issuer is an indirect subsidiary of the Guarantor formed for the purposes of issuing the Securities.
The net proceeds of the Securities would be used for working capital and general corporate purposes
of the Group, including but not limited to the repayment of the Group’s existing indebtedness and the
working capital and for general corporate purposes of the Group. The Issuer does not and will not
have any net assets other than such on-lent loans and its ability to make payments under the Securities
depends on timely payments under such loans. In the event that the affiliates of the Issuer do not make
such payments due to limitation in such loans or other agreements, lack of available cash flow or

other factors, the Issuer’s ability to make payments under the Securities could be adversely affected.

Claims by the holders of the Securities seeking to enforce the Guarantee are
structurally/effectively subordinated to other debt.

Payments under the Guarantee are structurally or effectively subordinated to the debt and other
liabilities of the Guarantor’s subsidiary companies. The effect of this subordination is that, in the
event of a bankruptcy, liquidation, dissolution, reorganisation or similar proceeding involving the
Issuer, the assets of the affected entity could not be used to pay investors until after, if the affected
entity is the Guarantor’s subsidiary, all other claims against such subsidiary, including trade payables,
have been fully paid.
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The Securities and the Guarantee are unsecured obligations.

The Securities and the Guarantee are unsecured obligations of the Issuer and the Guarantor
respectively. The repayment of the Securities and payment under the Guarantee may be adversely
affected if:

. the Issuer or the Guarantor enters into bankruptcy, liquidation, reorganisation or other

winding-up proceedings;

. there is a default in payment under the Issuer’s or the Guarantor’s future secured indebtedness

or other unsecured indebtedness;

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

. there is not enough foreign currency from domestic commercial banks for the Guarantor to

purchase to fulfil its payment obligations under the Guarantee; or

. the foreign exchange authority adopts more stringent controls over cross-border foreign

exchange.

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 Securities.

Neither the Issuer nor the Guarantor is listed on a recognised stock exchange and therefore
there may be limited information on the Issuer and the Guarantor which is publicly available.

The Issuer and the Guarantor are private companies and they are not required under the BVI or PRC
laws and regulations to publish their financial statements or make periodic public announcements.
Therefore, there may be less publicly available information about the Issuer and the Guarantor than
is regularly made available by publicly listed companies in England, Hong Kong and other countries.
Corporate governance rules and internal control measures required of a listed company complying
with applicable listing rules are not mandatorily applied to the Issuer and the Guarantor. As such, in
making an investment decision, investors must rely upon their own examination of the Issuer and

Guarantor, the terms of the offering and the financial information in this Offering Circular.

The Issuer or the Guarantor may be unable to redeem the Securities.

On certain dates, including the occurrence of any of the events set out in “Terms and Conditions of
the Securities — Redemption and Purchase”. If such an event were to occur, the Issuer or, as the case
may be, the Guarantor may not have sufficient cash on hand and may not be able to arrange financing
to redeem the Securities in time, or on acceptable terms, or at all, which may also constitute a default

under the terms of other indebtedness of the Guarantor.
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RISKS RELATING TO THE MARKET GENERALLY

Set out below is a brief description of certain market risks, including liquidity risk, exchange rate

risk, interest rate risk and credit risk:

The Securities have no current active trading market and may trade at a discount to their initial
offering price and/or with limited liquidity.

The Securities will be new securities which may not be widely distributed and for which there is
currently no active trading market (unless, in the case of any particular tranche, such tranche is to be
consolidated with and form a single series with a tranche of Securities which is already issued). If
the Securities are traded after their initial issuance, they may trade at a discount to their initial
offering price, depending upon prevailing interest rates, the market for similar securities, general
economic conditions and the financial condition of the Issuer and the Guarantor. If the Securities are
trading at a discount, investors may not be able to receive a favourable price for their Securities, and
in some circumstances investors may not be able to sell their Securities at all or at their fair market
value. Although an application will be made for the Securities to be admitted to listing on the Hong
Kong Stock Exchange, there is no assurance that such application will be accepted, that any particular
tranche of Securities will be so admitted or that an active trading market will develop. In addition,
the market for investment grade and crossover grade debt has been subject to disruptions that have
caused volatility in prices of securities similar to the Securities. Accordingly, there is no assurance
as to the development or liquidity of any trading market, or that disruptions will not occur, for any

particular tranche of Securities.

Exchange rate risks and exchange controls may result in investors receiving less distributions
or principal than expected.

The Issuer will pay principal and distributions on the Securities in U.S. dollars (the “Specified
Currency”). This presents certain risks relating to currency conversions if an investor’s financial
activities are denominated principally in a currency or currency unit (the “Investor’s Currency”)
other than the Specified Currency. These include the risk that exchange rates may significantly
change (including changes due to devaluation of the Specified Currency 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 Specified Currency would decrease (1) the Investor’s Currency equivalent yield on the
Securities, (2) the Investor’s Currency equivalent value of the principal payable on the Securities and

(3) the Investor’s Currency equivalent market value of the Securities.

Government 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, investors may receive less
distributions or principal than expected, or no distribution or principal.

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

Investment in the Securities involves the risk that subsequent changes in market interest rates may
adversely affect the value of the Securities.
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The credit ratings assigned to the Securities may not reflect all risks.

The Securities are expected to be rated “BBB” by Fitch. The rating 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 Securities. 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.

RISKS RELATING TO THE SECURITIES AND THE GUARANTEE

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

The Securities are complex financial instruments and may be purchased 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 Securities unless it has the expertise (either alone or with
the help of a financial adviser) to evaluate how the Securities will perform under changing conditions,
the resulting effects on the value of such Securities and the impact this investment will have on the

potential investor’s overall investment portfolio.

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

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

(i) have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its
particular financial situation, an investment in the Securities and the impact such investment

will have on its overall investment portfolio;

(ii1) have sufficient financial resources and liquidity to bear all of the risks of an investment in the
Securities;

(iv) understand thoroughly the terms of the Securities and be familiar with the behaviour of any
relevant indices and financial markets; and

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

The Securities are perpetual securities and investors have no right to require redemption.

The Securities are perpetual and have no maturity date. The Issuer is under no obligation to redeem
the Securities at any time and the Securities can only be disposed of by sale. Holders who wish to
sell their Securities may be unable to do so at a price at or above the amount they have paid for them,
or at all, if insufficient liquidity exists in the market for the Securities. Therefore, Holders should be
aware that they may be required to bear the financial risks of an investment in the Securities for an
indefinite period of time.
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Holders may not receive Distribution payments if the Issuer elects to defer Distribution
payments under the Terms and Conditions of the Securities.

The Issuer may, at its sole discretion and subject to certain conditions, elect to defer any scheduled
Distribution on the Securities for any period of time. The Issuer is not subject to any limits as to the
number of times Distributions can be deferred pursuant to the Terms and Conditions of the Securities,
subject to compliance with certain restrictions and notwithstanding any increase in the Distribution
Rate which may be provided for under the Terms and Conditions of the Securities.

Although, following a deferral, Arrears of Distributions are cumulative, subject to the Terms and
Conditions of the Securities, the Issuer may defer their payment for an indefinite period of time by
delivering the relevant deferral notices to the Holders. Any such deferral of Distribution shall not
constitute a default for any purpose. Each of the Issuer and the Guarantor is subject to certain
restrictions in relation to the payment of discretionary dividends on its Junior Securities and its Parity
Securities, the discretionary redemption and repurchase of its Parity Securities or Junior Securities
until any outstanding Arrears of Distribution and Additional Distribution Amount are satisfied or save
in certain specified situations as further described in the Terms and Conditions of the Securities. Such
restrictions on discretionary payments act as the main deterrent against deferral of Distribution on the

Securities.

Any deferral of Distribution will likely have an adverse effect on the market price of the Securities.
In addition, as a result of the Distribution deferral provision of the Securities, the market price of the
Securities may be more volatile than the market prices of other debt securities on which original issue
discount or interest accrues that are not subject to such deferrals and may be more sensitive generally

to adverse changes in the Group’s financial condition.

The Securities may be redeemed at the Issuer’s option on the First Call Date and on each
Distribution Payment Date after the First Call Date or the occurrence of certain other events.

The Securities are redeemable at the option of the Issuer on the First Call Date and on each
Distribution Payment Date after the First Call Date at their principal amount together with any
Distribution accrued to the date fixed for redemption (including any Arrears of Distribution and any
Additional Distribution Amount).

In addition, the Issuer also has the right to redeem the Securities upon the occurrence of a Step-Up
Event. The Securities may also be redeemed at the option of the Issuer if at least 80 per cent. in
principal amount of the Securities originally issued has already been cancelled. The date on which
the Issuer elects to redeem the Securities may not accord with the preference of individual Holders.
This may be disadvantageous to the Holders in light of market conditions or the individual
circumstances of the Holders of the Securities. In addition, an investor may not be able to reinvest
the redemption proceeds in comparable securities at an effective distribution rate at the same level

as that of the Securities.
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There are limited remedies for non-payment under the Securities.

Any scheduled Distribution will not be due if the Issuer elects to defer that Distribution pursuant to
the Terms and Conditions of the Securities. Notwithstanding any of the provisions relating to
non-payment defaults, the right to institute winding-up proceedings is limited to circumstances where
payment has become due and the Issuer and the Guarantor fail to make the payment when due. The
only remedy against the Issuer and the Guarantor available to the Trustee or (where the Trustee has
failed to proceed against the Issuer and the Guarantor as provided in the Terms and Conditions of the
Securities) any Holder for recovery of amounts in respect of the Securities following the occurrence
of a payment default after any sum becomes due in respect of the Securities will be instituting
winding-up proceedings and/or proving and/or claiming in winding-up proceedings in respect of any

of the Issuer’s and the Guarantor’s payment obligations arising from the Securities and the Guarantee.

The Securities confer Holders with limited rights upon the occurrence of a Step-Up Event.

The Securities confer Holders with limited rights upon the occurrence of a Step-Up Event. The Issuer
may, at any time, on giving irrevocable notice to the Trustee, the Agents and Holders, redeem in
whole, but not in part of the Securities if any of such events occurs. The Issuer is, however, not
obliged to redeem the Securities upon the occurrence of any of such events under the Securities. If
the Issuer elects not to redeem the Securities upon the occurrence of such events, the Distribution
Rate will increase by a certain percentage per annum pursuant to Condition 4(e) of the Terms and

Conditions of the Securities.

The Issuer may raise other capital which affects the price of the Securities.

The Issuer may raise additional capital through the issue of other securities or other means. Other
than certain restrictions on issuing certain secured indebtedness or guaranteed indebtedness as set out
in Condition 3(a) of the Terms and Conditions of the Securities, there is no restriction, contractual
or otherwise, on the amount or type of securities or other liabilities which the Issuer may issue or
incur and which rank senior to, or pari passu with, the Securities. The issue of any such securities
or the incurrence of any such other liabilities may reduce the amount (if any) recoverable by Holders
on a winding-up of the Issuer or may increase the likelihood of a deferral of Distributions under the
Securities. The issue of any such securities or the incurrence of any such other liabilities might also
have an adverse impact on the trading price of the Securities and/or the ability of Holders to sell their

Securities.

Legal investment considerations may restrict certain investments.

The investment activities of certain investors are subject to legal investment laws and regulations, or
review or regulation by certain authorities. Each potential investor should consult its legal advisers
to determine whether and to what extent (i) the Securities are legal investments for it, (ii) the
Securities can be used as collateral for various types of borrowing and (iii) other restrictions apply
to its purchase or pledge of any Securities. Financial institutions should consult their legal advisers
or the appropriate regulators to determine the appropriate treatment of the Securities under any
applicable risk-based capital or similar rules.
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The Company’s payment obligations are structurally subordinated to liabilities, contingent
liabilities and obligations of the Company’s subsidiaries.

The Company owns assets and conducts its business operations through its subsidiaries. The
Securities will not be guaranteed by any current or future subsidiaries. The Company’s primary assets
are ownership interests in and its loans to its subsidiaries. Accordingly, the Company’s ability to
make payments pursuant to the Guarantee will depend upon the receipt of principal and interest
payments on the intercompany loans and distributions of dividends from the Company’s subsidiaries.

Creditors, including trade creditors of the Company’s subsidiaries and any holders of the preferred
shares in such entities, would have a claim on the Company’s subsidiaries’ assets that would be prior
to the claims of the holders of the Securities. As a result, the Company’s payment obligations under
the Guarantee will be effectively subordinated to all existing and future obligations of the Company’s
subsidiaries, and all claims of creditors of the Company’s subsidiaries will have priority as to the
assets of such entities over the Company’s claims and those of the Company’s creditors, including

holders of the Securities.

The Issuer’s ability to make payments under the Securities will depend on timely payments
under on lent loans of the proceeds from the issue of the Securities to the Guarantor and its
subsidiaries.

The Issuer is an indirect subsidiary of Power Construction Corporation of China, Ltd. ("7 Jj
A BRA ], SH: 601669, “PowerChina Limited”) formed for the principal purpose of issuing
the Securities and will on-lend the entire proceeds from the issue of the Securities to onshore or
overseas members of the Group. The Guarantor directly owns 58.34 per cent. equity interest in
PowerChina Limited. The Issuer does not and will not have any net assets other than such on lent
loans and its ability to make payments under the Securities depends on timely payments under such
loans. In the event that the Guarantor and its subsidiaries do not make such payments due to
limitation in such loans or other agreements, lack of available cash flow or other factors, the Issuer’s
ability to make payments under the Securities may be adversely affected.

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

In certain circumstances (including giving of notice to the Issuer and the taking of enforcement steps
pursuant to Condition 8(c) of the Terms and Conditions of the Securities), the Trustee may (at its sole
discretion) request Holders to provide an indemnity and/or security and/or prefunding to its
satisfaction before it takes actions on behalf of Holders. The Trustee will 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 and
in circumstances where there is uncertainty or dispute as to the applicable laws or regulations and,
to the extent permitted by the agreements and the applicable law, it will be for the Holders to take
such actions directly.
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If the Guarantor fails to complete the post-issuance report to the NDRC in connection with the
Securities, NDRC may impose penalties or other administrative procedures on the Guarantor.

On 14 September 2015, the NDRC promulgated the NDRC Circular pursuant to which if a PRC
enterprise or an offshore branch or enterprise controlled by a PRC enterprise wishes to issue bonds
outside of the PRC with a tenor of more than one year, such PRC enterprise must, in advance of
issuing such bonds, file certain prescribed documents with the NDRC and obtain the Enterprise
Foreign Debt Filing Certificate ({236#4TAMEM S EFC#W]) from the NDRC in respect of such
issue. According to the NDRC Circular, the NDRC will decide whether to accept a submission within
five working days upon receipt of the submission and is expected to issue a decision on the
submission within seven working days after it accepts the submission. The enterprise must also report
certain details of the bonds to the NDRC within ten business days upon the completion of the bond

issue.

The NDRC Circular is silent on the legal consequences of non-compliance with the pre-issue
registration requirement. In the worst case scenario, it might become unlawful for the Issuer to
perform or comply with any of their respective obligations under the Securities. Similarly, there is
no clarity on the legal consequences of non-compliance with the post-issue notification requirement
under the NDRC Circular.

On 18 December 2015, the NDRC issued the Guidelines on Overseas Corporate Bond Issuance (J/E
%ﬁﬁl‘%ﬁ’ﬁ%#*ggh (the “Guideline”), which further strengthened the compliance of registration
requirements under the NDRC Circular, and provides that companies, underwriters, law firms and
other intermediary institutions that fail to comply with registration requirements and commit to
maliciously report foreign debt percentage and provide fake information might be put on the blacklist
of dishonest persons and sanctioned by the PRC government. However, the Guideline does not
provide details as to how to implement such blacklist and measures of sanction that the government
will take.

Although the Guarantor has registered the issuance of the Securities with the NDRC and obtained a
certificate from the NDRC dated 2 December 2020 evidencing such registration and which remains
in full force and effect, since the NDRC Circular is new and without any detailed implementation
procedures, its interpretation may involve significant uncertainty, which may adversely affect the
enforceability and/or effective performance of the Securities. Furthermore, there is no assurance that
the NDRC will not issue further implementation rules or notices that may require additional steps in
terms of the registration or provide sanctions or other administrative procedures the NDRC may
impose if not in compliance with such pre-issuance registration or post-issuance report required by
the NDRC Circular. If the Guarantor does not report the post-issuance information with respect to the
Securities within the timeframe as provided under the NDRC Circular, the NDRC may impose
sanctions or other administrative procedures on the Guarantor that may have a material adverse

impact to its business, financial condition or results of operations.
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If the Guarantor fails to complete the SAFE registration in connection with the Guarantee,
there may be hurdles for cross-border payment under the Guarantee.

Under the Guarantee, the Guarantor will undertake to guarantee the due payment of all sums
expressed to be payable by the Issuer due under the Securities and the Trust Deed.

The Guarantor is required to register or cause to be registered with SAFE the Deed of Guarantee in
accordance with, and within the prescribed time period under, the Provisions on the Foreign
Exchange Administration Rules on Cross-border Security (#HEiERIMNEREHEHIE) promulgated by
SAFE on 12 May 2014 and effective from 1 June 2014 and the Guidelines for Implementing the
Provisions on the Administration of Foreign Exchange of Cross-border Guarantee (#5354 (R 41 &
FRHEAEFE5]) promulgated by SAFE on 12 May 2014 (together, the “Cross-border Guarantee
Rules”). Although the non-registration does not render the Guarantee ineffective or invalid under
PRC law, SAFE may impose penalties on the Guarantor if the Guarantor fails to complete the SAFE
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.
The Guarantor intends to register the Guarantee as soon as practicable and in any event before the
Registration Deadline (being 90 PRC Business Days after the Issue Date). If the registration is not
completed on or before the Registration Deadline, each holder of the Securities will have the right
to request the Issuer to redeem all of that holder’s Securities and will need to rely on the Issuer to
source sufficient funds to fully discharge its obligations under the Securities. 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 Cross-border Guarantee Rules may involve uncertainty, which may
adversely affect the enforceability of the Guarantee in the PRC. In addition, the administration of the
Cross-border Guarantee Rules may be subject to a certain degree of executive and policy discretion
by SAFE. There is no assurance that the registration of the Guarantee with SAFE can be completed
or that the registration with SAFE obtained by the Guarantor will not be revoked or amended in the
future or that future changes in PRC laws and regulations will not have a negative impact on the
validity and enforceability of the Guarantee in the PRC.

The Terms and Conditions of the Securities contain provisions which may permit their
modification without the consent of all investors.

The Terms and Conditions of the Securities contain provisions for calling meetings of Holders to
consider matters affecting their interests generally. These provisions permit defined majorities to bind
all Holders including Holders who did not attend and vote at the relevant meeting and Holders who

voted in a manner contrary to the majority.

The Terms and Conditions of the Securities also provide that the Trustee may, without the consent
of Holders, authorise or waive any proposed breach or breach of the Securities or of any of the
provisions of the Deed of Guarantee, the Trust Deed or the Agency Agreement (in each case, other
than a proposed breach or breach relating to the subject of a Reserved Matter (as defined in the Terms
and Conditions of the Securities)) if, in the opinion of the Trustee, the interests of the Holders will
not be materially prejudiced thereby.
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The Securities may be represented by a Global Certificate and holders of a beneficial interest
in the Global Certificate must rely on the procedures of the relevant Clearing System(s).

The Securities may be represented by a Global Certificate. Such Global Certificate will be lodged
with the Euroclear and Clearstream (the “Clearing Systems”). Except in the circumstances described
in the relevant Global Certificate, investors will not be entitled to receive definitive certificates. The
Clearing Systems will maintain records of the beneficial interests in the Global Certificate. While the
Securities are represented by a Global Certificate, investors will be able to trade their beneficial
interests only through the Clearing Systems. While the Securities are represented by a Global
Certificate, the Issuer will discharge its payment obligations under the Securities by making
payments to the relevant paying agent for distribution to their account holders. A holder of a
beneficial interest in a Global Certificate must rely on the procedures of the Clearing Systems to
receive payments under the Securities. 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
Securities. Instead, such holders will be permitted to act only to the extent that they are enabled by

the Clearing Systems to appoint appropriate proxies.

There is a lack of public market for the Securities.

The Securities are a new issue of securities for which there is currently no trading market. Although
application will be made to the Hong Kong Stock Exchange for permission to deal in, and for listing
of, the Securities by way of debt issues to Professional Investors only, there can be no assurance that
such listing will be maintained, or that, if listed, an active trading market will develop. If such a
market were to develop, the Securities could trade at prices that may be higher or lower than the
initial issue price depending on many factors, including prevailing interest rates, the operations of the
Issuer, the Guarantor and the rest of the Group and the market for similar securities. The Joint Lead
Managers are not obliged to make a market in the Securities and any such market making, if

commenced, may be discontinued at any time at the sole discretion of the Joint Lead Managers.

One or more initial investors may subscribe for a material proportion of the aggregate principal
amount of the Securities.

One or more initial investors may subscribe for a material proportion of the aggregate principal
amount of the Securities. If such an event occurs, any holder of a significant portion of or majority
of the aggregate principal amount of the Securities may be able to exercise certain rights and powers
on its own, which will be binding on all holders of the Securities and control the outcome of votes
on such matters. Any such holder of a significant percentage of the Securities, even if less than a
majority, will be able to exercise certain rights and powers and will have significant influence on
matters voted on by holders of Securities. Additionally, the existence of any such significant holder
of Securities may reduce the liquidity of the Securities in the secondary trading market. If any such
holder of Securities sells a material amount of the aggregate principal amount of the Securities at any

one time, it may materially and adversely affect the trading price of the Securities.
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The liquidity and price of the Securities following the offering may be volatile.

The price and trading volume of the Securities may be highly volatile. Factors such as variations in
each of the Group’s sales revenues, earnings and cash flows and proposals of new investments,
strategic alliances and/or acquisitions, interest rates and fluctuations in prices for comparable
companies could cause the price of the Securities to change. Any such developments may result in
large and sudden changes in the volume and price at which the Securities will trade. There is no
assurance that these developments will not occur in the future.

The reporting and disclosure standards applicable to the Company may differ significantly
from those applicable to companies with equity securities listed on a stock exchange and only
limited financial information of the Company will be made available to Holders.

Shares in the Company are not listed on any stock exchange. As a result, the Company is not bound
by any continuing obligations similar to those imposed on companies with equity securities listed on
the other stock exchanges.

Further, the Company is not bound by any continuing obligation as regards publication of non-public
price sensitive information, major transactions/very substantial transactions or connected
transactions, nor is it subject to any code as regards corporate governance. Although the Company
will be required to provide to the Trustee copies of the audited annual financial statements of the
Group, and if such statements shall be in the Chinese language, together with an English translation,
so long as any of the Securities remain outstanding, as set out in Condition 3(d) of the Terms and
Conditions of the Securities, the Company cannot provide any assurance that the level of publicly
available information in relation to the Issuer, the Company or the Group, or the information
disclosed by the Company on an ongoing basis, will be equivalent to that available or disclosed in

relation to companies with equity securities listed on any stock exchange.

The ratings of the Securities may be downgraded or withdrawn.

The Securities are expected to be rated “BBB” by Fitch. The ratings represent only the opinions of
the rating agencies and their assessment of the ability of the Issuer and the Guarantor to perform their
respective obligations under the Securities and the Trust Deed and credit risks in determining the
likelihood that payments will be made when due under the Securities. Ratings are not
recommendations to buy, sell or hold the Securities and may be subject to suspension, reduction or
withdrawn at any time. Neither the Issuer nor the Guarantor is obligated to inform holders of the
Securities if the ratings are lowered or withdrawn. Each rating should be evaluated independently of
the other rating. A downgrade or withdrawal of the ratings may materially and adversely affect the
market price of the Securities and the Issuer’s ability to access the debt capital markets.

Changes in accounting standards may impact the Group’s financial condition or the
characterisation of the Securities.

The Ministry of Finance of the PRC has issued and may in the future issue more new and revised
standards and interpretations. Such factors may require adoption of new accounting policies. There
can be no assurance that the adoption of new accounting policies or new PRC GAAP will not have
a significant impact on the Group’s financial condition and results of operations. In addition, any
change or amendment to, or any change or amendment to any interpretation of, PRC GAAP may
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result in the reclassification of the Securities such that the Securities must not or must no longer be
recorded as ‘“equity” of the Company, and will give the Issuer the right to elect to redeem the
Securities. See “Risk Factors — Risks Relating to the Securities and the Guarantee — The Securities
may be redeemed at the Issuer’s option on the First Call Date and on each Distribution Payment Date

after the First Call Date or the occurrence of certain other events”.

The insolvency laws of the BVI, the PRC, and other local insolvency laws may differ from those
of another jurisdiction with which the Holders are familiar.

As the Issuer and the Guarantor are incorporated under the laws of the BVI and the PRC, respectively,
any insolvency proceeding relating to the Issuer or the Guarantor would likely involve insolvency
laws of the BVI and the PRC, the procedural and substantive provisions of which may differ from
comparable provisions of the local insolvency laws of jurisdictions with which the Holders are
familiar.

Investment in the Securities is subject to exchange rate risks.

The value of the U.S. dollar against the Hong Kong dollar and other foreign currencies fluctuates and
is affected by changes in the United States and international political and economic conditions and
by many other factors. The Issuer will make all payments of distribution, principal and premium (if
any) with respect to the Securities in U.S. dollars. As a result, the value of these U.S. dollar payments
may vary with the prevailing exchange rates in the marketplace. If the value of the U.S. dollar
depreciates against the Hong Kong dollar, Renminbi or other applicable foreign currency between
them, the value of investors’ investment in Hong Kong dollar, Renminbi or other applicable foreign
currency terms will have declined.

Investment in the Securities is subject to interest rate risks.

Investment in the Securities, which carry a fixed rate of interest, involves the risk that subsequent
changes in market interest rates may adversely affect the value of the Securities. The Securities will
carry a fixed interest rate. Consequently, the trading price of the Securities will vary with the
fluctuations in the U.S. dollar interest rates.

The Securities are redeemable in the event of certain withholding taxes being applicable.

As of the date of this Offering Circular, payments of premium (if any) and interest on the Securities
by or on behalf of the Guarantor under the Guarantee may be subject to a 10 per cent. withholding
tax in the PRC, in respect of which the Guarantor will pay additional amounts so that, after deducting
or withholding such tax, Holders will receive the amounts of premium (if any) and interest which
would otherwise have been receivable in the absence of such deduction or withholding. The
Guarantor will account directly to the PRC authorities with respect to such taxes.

No assurances are made by the Issuer or the Guarantor as to whether or not payments on the
Securities may be made without withholding taxes or deductions applying from the Issue Date on
account of any taxes, duties, assessments or governmental charges of whatever nature imposed,
levied, collected, withheld or assessed by or on behalf of or within, inter alia, the Relevant
Jurisdiction. Although pursuant to the Terms and Conditions of the Securities, the Issuer or the
Guarantor, as the case may be, is required to gross up payments on account of any such withholding
taxes or deductions, the Issuer also has the right to redeem the Securities at any time in the event it
or the Guarantor has or will become obliged to pay additional amounts on account of any existing or
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future withholding or deduction in the BVI or in the PRC (only when such withholding or deduction
is in excess of Applicable Rate (as defined in the Terms and Conditions of the Securities) for any
taxes, duties, assessments or governmental charges of whatever nature imposed, levied, collected,
withheld or assessed by or within a Relevant Jurisdiction as a result of any change in, or amendment
to, the laws or regulations of such Relevant Jurisdiction, or any change in the application or official
interpretation of such laws or regulations (including but not limited to a decision by a court of
competent jurisdiction), which change or amendment becomes effective after 25 March 2021.

The Group may issue additional Securities in the future.

The Group may, from time to time, and without the consent of the Holders create and issue further
Securities (See “Terms and Conditions of the Securities — 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 Securities.

Certain facts and statistics and information relating to the Group are derived from publications
not independently verified by the Issuer, the Guarantor, the Joint Lead Managers, the Trustee
or their respective advisors.

Facts and statistics in this Offering Circular relating to the PRC’s economy and the industries in
which the Group operates and information relating to the Group are derived from publicly available
sources. While each of the Issuer and the Guarantor has taken reasonable care to ensure that the facts
and statistics or information relating to the Group presented is accurately extracted from such
sources, such facts, statistics and information has not been independently verified by the Issuer, the
Guarantor, the Joint Lead Managers, the Trustee or their respective advisors and, therefore, none of
them makes any representation as to the accuracy of such facts and statistics or information, which
may not be consistent with other information compiled within or outside the PRC. Due to ineffective
calculation and collection methods and other problems, the facts and statistics herein may be
inaccurate or may not be comparable with facts and statistics produced for other economies and
should not be unduly relied upon.

Gains on the transfer of the Securities may become subject to income taxes under PRC tax laws.

Under the PRC Enterprise Income Tax Law, the PRC Individual Income Tax Law and the relevant
implementing rules, as amended from time to time, any gain realised on the sale, transfer or
redemption of Securities by non-PRC resident enterprise or individual holders may be subject to PRC
enterprise income tax (“EIT”) or PRC individual income tax (“IIT”) if such gains are considered as
income derived from sources within the PRC. According to the arrangement between the PRC and
Hong Kong for the avoidance of double taxation, Holders who are residents of Hong Kong, including
enterprise and individual holders, may be exempted from EIT or IIT on capital gains derived from
a sale or exchange of the Securities if such capital gains are not connected with an office or
establishment that the Holders have in the PRC and all the other relevant conditions are satisfied.
However, uncertainty remains as to whether the gain realised from the transfer of the Securities by
non-PRC resident enterprise holders would be treated as income derived from sources within the PRC
and be subject to the EIT or IIT. This will depend on how the PRC tax authorities interpret, apply or
enforce the PRC Enterprise Income Tax Law, the PRC Individual Tax Law and its relevant
implementing rules.
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Therefore, if a non-PRC resident enterprise or individual holders are required to pay PRC income tax
on gains derived from the transfer of the Securities, such EIT is currently levied at the rate of 10 per
cent. of gains realised (provided that such non-resident enterprises do not establish offices or
premises in the PRC, or where there are offices and premises so established, there is no real
connection between the capital gains and such offices or premises established by the non-resident
enterprises) and such IIT is currently levied at the rate of 20 per cent. of gain realised (with deduction
of reasonable expenses), unless there is an applicable tax treaty between PRC and the jurisdiction in
which such non-PRC resident enterprise holders or individual holders of the Securities reside that
reduces or exempts the relevant EIT or IIT, the value of their investment in the Securities may be
materially and adversely affected.

The Guarantor’s subsidiaries, jointly controlled entities and associated companies are subject
to restrictions on the payment of dividends and the repayment of intercompany loans or
advances to the Guarantor, its jointly controlled entities and associated companies.

As a holding company, the Guarantor depends on the receipt of dividends and the interest and
principal payments on intercompany loans or advances from its subsidiaries, jointly controlled
entities and associated companies to satisfy its obligations, including its obligations under the
Securities and the Guarantee. The ability of the Guarantor’s subsidiaries, jointly controlled entities
and associated companies to pay dividends and make payments on intercompany loans or advances
to their shareholders is subject to, among other things, distributable earnings, cash flow conditions,
restrictions contained in the articles of association of these companies, applicable laws and
restrictions contained in the debt instruments of such companies. The Guarantor cannot assure that
its subsidiaries, jointly controlled entities and associated companies will have distributable earnings
or will be permitted to distribute their distributable earnings to it as it anticipates, or at all. In
addition, dividends payable to it by these companies are limited by the percentage of its equity
ownership in these companies. Some portfolio companies may conclude that it is in the best interest
of their shareholders to retain earnings, if any, for use in the operation and expansion of their
businesses. The shareholders or the board of directors of a portfolio company (as the case may be)
have the power to determine whether to pay dividends based on conditions then existing, including
such company’s earnings, financial condition and capital requirements, as well as economic and other
conditions the shareholders or the board may deem relevant. In particular, the Guarantor does not
maintain complete control over its jointly controlled entities or associates in which it might hold a
minority interest. Further, if any of these companies raises capital by issuing equity securities to third
parties, dividends declared and paid with respect to such shares would not be available to the
Guarantor to make payments on the Securities. These factors could reduce the payments that the
Guarantor receives from its subsidiaries, jointly controlled entities and associated companies, which
would restrict its ability to meet its payment obligations under the Securities and the Guarantee.

PRC laws and regulations permit payment of dividends only out of accumulated profits as determined
in accordance with PRC accounting standards and regulations. The PRC subsidiaries, jointly
controlled entities and associated companies of the Guarantor are also required to set aside a portion
of their post tax profits according to PRC accounting standards and regulations to fund certain
reserves that are not distributable as cash dividends. In addition, starting from 1 January 2008,
dividends paid by such PRC subsidiaries, jointly controlled entities and associated companies to their
non-PRC parent companies will be subject to a 10 per cent. withholding income tax, unless there is
a tax treaty between the PRC and the jurisdiction in which the overseas parent company is
incorporated which specifically exempts or reduces such withholding income tax. Pursuant to a
double tax avoidance arrangement between Hong Kong and the PRC together with related
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implementation rules, if a non-PRC parent company is a Hong Kong resident and directly holds a 25
per cent. or more interest in a PRC enterprise for at least 12 consecutive months immediately prior
to receiving the dividends, and subject to certain other requirements, this withholding income tax rate
may be lowered to 5 per cent. According to the Administrative Measures for Entitlement of
Non-resident Taxpayer to Agreement Treatment ( {IF/& RAFL N2 1€ FPE L) ), which
became effective on 1 January 2020, any eligible non-resident taxpayer meeting specified conditions
may be entitled to the favourable tax treatment when it files a tax return or makes a withholding
declaration through a withholding agent, subject to the follow-up administration by the relevant PRC
tax authority. During the follow-up administration, the PRC tax authorities shall verify if the
non-resident taxpayer is eligible for the favourable tax treatment, and if the non-resident taxpayer is
deemed not eligible for favourable tax treatment, the non-payment or underpayment of the tax shall
be required to be paid up by the non-resident taxpayer. The Guarantor cannot provide assurance that
the PRC tax authorities will grant approvals on the 5% withholding income tax rate on dividends
received by it or its subsidiaries, jointly controlled entities and associated companies in Hong Kong
from their respective PRC subsidiaries, jointly controlled entities and associated companies. As a
result of such factors, the Guarantor could face difficulties in making payments required by the Bonds

or satisfying obligations under the Guarantee.

Additional procedures may be required to be taken to hear English law governed matters in the
Hong Kong courts. There is also no assurance that the PRC courts will recognise and enforce
judgments of the Hong Kong courts in respect of English law matters.

The Terms and Conditions of the Securities and the transaction documents are governed by English
law, whereas parties to these documents have submitted to the exclusive jurisdiction of the Hong
Kong courts. In order to hear English law governed matters, Hong Kong courts may require certain
additional procedures to be taken. Under the ‘“Arrangement on Reciprocal Recognition and
Enforcement of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of
the Hong Kong Special Administrative Region Pursuant to Choice of Court Agreements between
Parties Concerned”, judgments of Hong Kong courts are likely to be recognised and enforced by the
PRC courts where the contracting parties to the transactions pertaining to such judgments have agreed
to submit to the exclusive jurisdiction of Hong Kong courts. However, recognition and enforcement
of a Hong Kong court judgment could be refused if the PRC courts consider that the enforcement of
such judgment is contrary to the social and public interest of the PRC. While it is expected that the
PRC courts will recognise and enforce a judgment given by Hong Kong courts governed by English
law, there can be no assurance that the PRC courts will do so for all such judgments as there is no
established practice in this area. As compared to other similar debt securities issuances in the
international capital market where the relevant securityholders would not typically be required to
submit to an exclusive jurisdiction, the Holders will be deemed to have submitted to the exclusive
jurisdiction of the Hong Kong courts, and thus the Holders’ ability to initiate a claim outside of Hong

Kong will be limited.
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TERMS AND CONDITIONS OF THE SECURITIES

The following, subject to amendment and save for the paragraphs in italics, are the Terms and
Conditions of the Securities, which will be endorsed on the definitive Certificates evidencing the

Securities.

The U.S.$500,000,000 3.08 per cent. senior guaranteed perpetual securities (the “Securities”, which
expression includes any further securities issued pursuant to Condition 14 (Further Issues) and
forming a single series therewith) of Powerchina Roadbridge Group (British Virgin Islands) Limited
(h R AE (LB AT RS A FRAF]) (the “Issuer”) was authorised by a resolution of the
Board of Directors of the Issuer passed on 19 March 2021. The Securities are guaranteed by Power
Construction Corporation of China ([ % /i #%4E B A FR/AF]) (the “Guarantor”) pursuant to a
deed of guarantee dated 1 April 2021 (the “Deed of Guarantee”). The giving of the Deed of
Guarantee was authorised by resolutions of the Party Committee Meeting (¥#Z3 %) of the Guarantor
passed on 29 May 2020 and the authorisation decisions made by the Chairman of the Guarantor on
25 November 2020. The Securities are constituted by, are subject to, and have the benefit of, a trust
deed dated 1 April 2021 (as amended or supplemented from time to time, the “Trust Deed”) between
the Issuer, the Guarantor and China Construction Bank (Asia) Corporation Limited (' [F & & #4758
WA A FR7ZS F) as trustee (the “Trustee”, which expression includes all persons for the time being
the trustee or trustees appointed under the Trust Deed) and are the subject of an agency agreement
dated 1 April 2021 (as amended or supplemented from time to time, the “Agency Agreement”)
between the Issuer, the Guarantor, China Construction Bank (Asia) Corporation Limited (B #%
SRATER I AR A FR /A F]) as registrar (the “Registrar”, which expression includes any successor
registrar appointed from time to time in connection with the Securities), China Construction Bank
(Asia) Corporation Limited (H'BIEMITEEI)RAARAT]) as principal paying agent (the
“Principal Paying Agent”, which expression includes any successor principal paying agent
appointed from time to time in connection with the Securities), the transfer agent named therein (the
“Transfer Agent”, which expression includes any successor or additional transfer agent appointed
from time to time in connection with the Securities), the other paying agent named therein (together
with the Principal Paying Agent, the “Paying Agents”, which expression includes any successor or
additional paying agents appointed from time to time in connection with the Securities) and the
Trustee. References herein to the “Agents” are to the Registrar, the Principal Paying Agent, the
Transfer Agents, the Paying Agents and the Calculation Agent and any reference to an “Agent” is to
any one of them. Certain provisions of these Conditions are summaries of the Deed of Guarantee, the
Trust Deed and the Agency Agreement and are subject to their detailed provisions. The Holders (as
defined below) are bound by, and are deemed to have notice of, all the provisions of the Deed of
Guarantee, the Trust Deed and the Agency Agreement applicable to them. Upon prior written notice
and satisfactory proof of holding, copies of the Deed of Guarantee, the Trust Deed and the Agency
Agreement are available for inspection by Holders during normal business hours (being 9.00 a.m. to
3.00 p.m.) at the registered office for the time being of the Trustee, being at the date hereof 20/F, CCB
Tower, 3 Connaught Road Central, Central, Hong Kong and at the specified offices of each of the
Agents, or available electronically via e-mail written request to cta_tm@asia.ccb.com, and

cta_cs@asia.ccb.com.

All capitalised terms not defined in these Conditions have the meanings ascribed to them in the Trust
Deed.
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1. FORM, DENOMINATION, STATUS, RANKING AND GUARANTEE

(a)

(b)

(c)

Form, Denomination and Title: The Securities are in registered form in the amounts of
U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof.

Status of the Securities: The Securities constitute direct, general, unconditional,
unsubordinated and (subject to Condition 3(a)) unsecured obligations of the Issuer and
shall at all times rank pari passu and without any preference among themselves. The
payment obligations of the Issuer under the Securities shall, save for such exceptions as
may be provided by applicable legislation and at all times rank at least equally with all
other unsubordinated and (subject to Condition 3(a)) unsecured indebtedness and monetary

obligations of the Issuer present and future.

Guarantee: The Guarantor will, pursuant to the Trust Deed and the Deed of Guarantee
unconditionally and irrevocably guarantee the due and punctual payment of all sums from
time to time payable by the Issuer in respect of the Securities and the Trust Deed. This
guarantee (the “Guarantee”) constitutes a direct, general, unconditional, unsubordinated
and (subject to Condition 3(a)) unsecured obligation of the Guarantor which will at all
times rank at least pari passu with all other present and future unsubordinated and (subject
to Condition 3(a)) unsecured obligations of the Guarantor, save for such obligations as
may be preferred by provisions of law that are both mandatory and of general application.

Upon issue, the Securities will be evidenced by a global Certificate (the “Global
Certificate”) substantially in the form scheduled to the Trust Deed. The Global Certificate
will be registered in the name of a nominee for, and deposited with, a common depositary
for Euroclear and Clearstream and will be exchangeable for definitive Certificates only in

the circumstances set out therein.

2. REGISTER, TITLE AND TRANSFERS

(a)

(b)

Register: The Registrar will maintain a register (the “Register”) outside of the United
Kingdom in respect of the Securities in accordance with the provisions of the Agency
Agreement. In these Conditions, the “Holder” of a Security means the person in whose
name such Security is for the time being registered in the Register (or, in the case of a joint
holding, the first named thereof) and “Holder” shall be construed accordingly. A
certificate (each, a “Certificate”) will be issued to each Holder in respect of its registered
holding. Each Certificate will be numbered serially with an identifying number which will

be recorded in the Register.

Title: The Holder of each Security shall (except as otherwise required by law) be treated
as the absolute owner of such Security for all purposes (whether or not it is overdue and
regardless of any notice of ownership, trust or any other interest therein, any writing on
the Certificate relating thereto (other than the endorsed form of transfer) or any notice of
any previous loss or theft of such Certificate) and no person shall be liable for so treating
such Holder.
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(c)

(d)

(e)

()

(2)

Transfers: Subject to Conditions 2(f) and 2(g) below, a Security may be transferred upon
surrender of the relevant Certificate, with the endorsed form of transfer duly completed,
at the specified office of the Registrar or any Transfer Agent, together with such evidence
as the Registrar or (as the case may be) such Transfer Agent may require to prove the title
of the transferor and the authority of the individuals who have executed the form of
transfer. Where not all the Securities represented by the surrendered Certificate are the
subject of the transfer, a new Certificate in respect of the balance of the Securities will be
issued to the transferor. No transfer of title to a Security will be valid unless and until

entered on the Register.

Transfers of interests in the Securities evidenced by the Global Certificate will be effected

in accordance with the rules of the relevant clearing systems.

Registration and delivery of Certificates: Within seven business days of the surrender of
a Certificate in accordance with Condition 2(c) above, the Registrar will register the
transfer in question and deliver a new Certificate of a like principal amount to the
Securities transferred to each relevant Holder at its specified office or (as the case may be)
the specified office of any Transfer Agent or (at the request and risk of any such relevant
Holder) by uninsured mail (airmail if overseas) to the address specified for the purpose by
such relevant Holder. In this Condition 2 (Register, Title and Transfers), “business day”
means a day on which commercial banks are open for general business (including dealings
in foreign currencies) in the city where the Registrar or (as the case may be) the relevant

Transfer Agent has its specified office.

No charge: The transfer of a Security will be effected without charge by or on behalf of
the Issuer, the Registrar or any Transfer Agent but against such indemnity as the Registrar
or (as the case may be) such Transfer Agent may require in respect of any tax or other duty
of whatsoever nature which may be levied or imposed in connection with such transfer.

Closed periods: No Holders may require the transfer of a Security to be registered:

(i) during the period of 15 days ending on (and including) the due date for any
redemption of that Securities; or

(i1) during the period of ten days ending on (and including) any Record Date (as defined
in Condition 6(a)).

Regulations concerning transfers and registration: All transfers of Securities and entries
on the Register are subject to the detailed regulations concerning the transfer of Securities
scheduled to the Trust Deed. The regulations may be changed by the Issuer with the prior
written approval of the Trustee and the Registrar. A copy of the current regulations will be
made available for inspection (free of charge) by the Registrar to any Holder who requests

in writing a copy of such regulations.
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3.

NEGATIVE PLEDGE AND OTHER COVENANTS

(a) Negative Pledge:

So long as any of the Securities remains outstanding:

(A)

(B)

the Issuer will not create or have outstanding any mortgage, charge, lien, pledge or
other security interest (each a “Security Interest”) upon, or with respect to, any of
its present or future undertaking, assets or revenues (including any uncalled capital)
to secure any of its Relevant Indebtedness, unless the Issuer, in the case of the
creation of a Security Interest, before or at the same time and, in any other case,
promptly, takes any and all action necessary to ensure that:

I.  all amounts payable by it under the Securities and the Trust Deed are secured
by the Security Interest equally and rateably with the Relevant Indebtedness to

the satisfaction of the Trustee; or

II.  such other Security Interest or other arrangement (whether or not it includes the
giving of a Security Interest) is provided either (A) as the Trustee in its absolute
discretion deems not materially less beneficial to the interests of the Holders or
(B) as is approved by an Extraordinary Resolution (which is defined in the Trust
Deed); and

the Guarantor will not, and the Guarantor will ensure that none of the Principal
Subsidiaries will, create or have outstanding any Security Interest upon, or with
respect to, any of its present or future undertaking, assets or revenues (including any
uncalled capital) to secure any of its Relevant Indebtedness, unless the Guarantor, in
the case of the creation of a Security Interest, before or at the same time and, in any

other case, promptly, take any and all action necessary to ensure that:

I.  all amounts payable by it under the Guarantee are secured by the Security
Interest equally and rateably with the Relevant Indebtedness to the satisfaction

of the Trustee; or

II.  such other Security Interest or other arrangement (whether or not it includes the
giving of a Security Interest) is provided either (A) as the Trustee in its absolute
discretion deems not materially less beneficial to the interests of the Holders or

(B) as is approved by an Extraordinary Resolution.

(b) Information Report to NDRC:

The Guarantor undertakes to:

L

file or cause to be filed with the NDRC the requisite information and documents
within the prescribed time period after the Issue Date in accordance with the NDRC
Circular (the “NDRC Post-issue Information Report”); and
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(d)

II.  within 10 PRC Business Days after submission of such NDRC Post-issue Information
Report set out in this Condition 3(b)(I), provide the Trustee with a certificate signed
by any authorised signatory of the Guarantor confirming the submission of the NDRC
Post-issue Information Report, together with any document(s) (if any) evidencing
due filing with the NDRC.

The Trustee shall have no obligation to monitor and ensure the completion of the
NDRC Post-issue Information Report on or before the deadline referred to above or
to verify the accuracy, validity and/or genuineness of any documents in relation to or
in connection with the NDRC Post-issue Information Report, and shall not be liable

to the Holders or any other person for not doing so.
Undertakings in relation to the Guarantee:

The Guarantor undertakes that it will (i) execute a Deed of Guarantee; (ii) register or cause
to be registered with SAFE (as defined below) the Deed of Guarantee (the “Cross-border
Security Registration™) in accordance with, and within the prescribed time period under,
the Provisions on the Foreign Exchange Administration Rules on Cross-border
Security (ESIEIEIRIMES R E) promulgated by SAFE on 12 May 2014 and effective
from 1 June 2014 and the Guidelines for Implementing the Provisions on the
Administration of Foreign Exchange of Cross-border Guarantee #5353 9& % 71 I 5 HE45AF
#8851 ) promulgated by SAFE on 12 May 2014 (collectively, the “SAFE Cross-border
Security Registration”); (iii) use all reasonable endeavours to complete the SAFE
Cross-border Security Registration and obtain a registration record from SAFE on or
before the Registration Deadline; and (iv) ensure that the registration from SAFE in
respect of the giving of the Guarantee remains in full force and effect for so long as the

Securities remain outstanding.

The Trustee shall have no obligation or duty to monitor or ensure the registration of the
Deed of Guarantee with SAFE 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 SAFE Cross-border Security Registration, and shall not be liable to any Holders or any

other person for not doing so.

Financial Statements: So long as any Security remains outstanding, the Guarantor shall
send to the Trustee as soon as they are available but in any event within 180 calendar days
after the end of each financial year, three copies of its consolidated financial statements
of the Group in respect of such financial year (including at least a consolidated income
statement, consolidated balance sheet, consolidated statement of changes in owners’ equity
and consolidated cash flow statement) (audited by a nationally recognised firm of
independent accountants designated by SASAC) prepared and presented in accordance
with PRC Accounting Standards, and if such statements shall be in the Chinese language,
together with an English translation of the same translated by (A) a nationally recognised
firm of independent accountants designated by SASAC or (B) a professional translation
service provider and checked by a nationally recognised firm of independent accountants
designated by SASAC, together with a certificate signed by a director of the Guarantor

certifying that such translation is complete and accurate.
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4.

DISTRIBUTION

(a)

(b)

(©)

Distribution: Subject to Condition 4(d), the Securities confer a right to receive distribution
(each a “Distribution”) from, and including, the Issue Date at the Distribution Rate in
accordance with this Condition 4 (Distribution). Subject to Condition 4(d), Distribution
shall be payable on the Securities semi-annually in arrear on 1 April and 1 October of each

year (each, a “Distribution Payment Date”), commencing on 1 October 2021.

Distributions in respect of any Security shall be calculated per U.S.$1,000 in principal
amount of the Securities (the “Calculation Amount”). The amount of Distribution payable
per Calculation Amount for any period shall be equal to the product of the applicable
Distribution Rate, the Calculation Amount and the day-count fraction for the relevant
period, rounding the resulting figure to the nearest cent (half a cent being rounded

upwards).

If any Distribution is required to be calculated in respect of a period of less than a full
half-year, it shall be calculated on the basis of a 360-day year consisting of 12 months of
30 days each.

Rate of Distribution: Subject to any increase pursuant to Condition 4(e), the rate of
distribution (“Distribution Rate”) applicable to the Securities shall be:

(i) in respect of each Distribution Payment Date, the period from, and including, the
Issue Date to, but excluding, 1 April 2026 (the “First Call Date”), the Initial
Distribution Rate; and

(i1) in respect of the period (A) from, and including the First Call Date, to, but excluding,
the Reset Date falling immediately after the First Call Date, and (B) from, and
including, each Reset Date falling after the First Call Date to, but excluding, the

immediately following Reset Date, the Relevant Reset Distribution Rate.

Distribution Accrual: Unless otherwise provided for in these Conditions, each Security
will cease to confer the right to receive any Distribution from and including the due date
for redemption unless, upon surrender of the relevant Definitive Certificate, payment of
principal is improperly withheld or refused or unless default is otherwise made in respect
of payment. In such event, Distribution shall continue to accrue as provided in the Trust
Deed. In such latter event, it will continue to bear Distribution at such rate (both before
and after judgment) until whichever is the earlier of (i) the date on which all sums due in
respect of such Security up to that day are received by or on behalf of the relevant Holder
and (ii) the day which is three business days after the Principal Paying Agent or the Trustee
has notified the Holders that it has received all sums due in respect of the Securities up to
such third business day (except to the extent that there is a failure in the subsequent

payment to the relevant Holders under these Conditions).
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(d) Distribution Deferral:

()

(i1)

(iii)

(iv)

Optional Deferral: The Issuer may, at its sole discretion, elect to defer (in whole or
in part) any Distribution which is otherwise scheduled to be paid on a Distribution
Payment Date to the next Distribution Payment Date by giving notice (an “Optional
Deferral Notice”) to the Holders (in accordance with Condition 15 (Notices)), the
Trustee and the Principal Paying Agent in writing not more than 10 nor less than five
business days prior to the relevant Distribution Payment Date unless a Compulsory
Distribution Payment Event has occurred (an “Optional Deferral Event”).

No obligation to pay: The Issuer shall have no obligation to pay any Distribution
(including any Arrears of Distribution and any Additional Distribution Amount) on
any Distribution Payment Date if it validly elects not to do so in accordance with
Condition 4(d)(1).

Requirements as to Notice: Each Optional Deferral Notice delivered to the Trustee
and the Principal Paying Agent shall be accompanied by a certificate substantially in
the form set out in the Trust Deed signed by any authorised signatory of the Issuer
confirming that no Compulsory Distribution Payment Event has occurred. The
Trustee and the Principal Paying Agent shall be entitled, without being liable to the
Holders or any other Person, to conclusively rely on such certificate without
investigation and to accept such certificate as sufficient evidence of the occurrence
of an Optional Deferral Event in which event it shall be conclusive and binding on
the Holders.

Cumulative Deferral: Any Distribution deferred pursuant to this Condition 4(d) shall
constitute “Arrears of Distribution”. The Issuer may, at its sole discretion, elect (in
the circumstances set out in Condition 4(d)(i)) to further defer (in whole or in part)
any Arrears of Distribution by complying with the foregoing notice requirement
applicable to any deferral of Distribution. The Issuer is not subject to any limit as to
the number of times Distribution and Arrears of Distribution can be deferred pursuant
to this Condition 4(d) except that Condition 4(d)(v) shall be complied with until all
outstanding Arrears of Distribution and Additional Distribution Amount have been

paid in full.

Each amount of Arrears of Distribution shall accrue distribution as if it constituted
the principal of the Securities at the prevailing Distribution Rate and the amount of
such distribution (the “Additional Distribution Amount”) with respect to Arrears of
Distribution shall be calculated by applying the applicable Distribution Rate to the
amount of the Arrears of Distribution and otherwise mutatis mutandis as provided in
the foregoing provisions of this Condition 4 (Distribution). The Additional
Distribution Amount accrued up to any Distribution Payment Date shall be added (for
the purpose of calculating the Additional Distribution Amount accruing thereafter) to
the amount of Arrears of Distribution remaining unpaid on such Distribution Payment

Date so that it will itself become Arrears of Distribution.
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(v)

(vi)

Restrictions in the case of Deferral: If, on any Distribution Payment Date, payment
of all Distribution payments scheduled to be made on such date (including any
Distribution accrued but unpaid on the Securities, any Arrears of Distribution and any
Additional Distribution Amount) is not made in full, neither the Issuer nor the
Guarantor shall and each shall procure that none of their respective Subsidiaries
shall:

I.  declare or pay any discretionary dividends or distributions or make any other
discretionary payment, and will procure that no discretionary dividend,
distribution or other discretionary payment is made, on or in respect of any
Parity Securities or Junior Securities of the Issuer or the Guarantor (except (i)
in relation to the Parity Securities of the Issuer or the Guarantor, as the case may
be, on a pro-rata basis, or (ii) in connection with any employee benefit plan or
similar arrangements with or for the benefit of employees, officers, directors or
consultants); or

II.  at its discretion redeem, reduce, cancel, buy-back or otherwise acquire for any
consideration any Parity Securities or Junior Securities of the Issuer or the
Guarantor (except (i) in relation to the Parity Securities of the Issuer or the
Guarantor, as the case may be, on a pro-rata basis, (ii) in connection with any
employee benefit plan or similar arrangements with or for the benefit of
employees, officers, directors or consultants, or (iii) as a result of the exchange
or conversion of such Parity Securities for its Junior Securities),

in each case, unless and until (x) the Issuer has satisfied in full all outstanding Arrears
of Distribution and Additional Distribution Amount; or (y) the Issuer is permitted to
do so by an Extraordinary Resolution of the Holders.

Satisfaction of Arrears of Distribution by payment:
The Issuer:

I.  may satisfy any Arrears of Distribution and Additional Distribution Amount (in
whole or in part) at any time by giving notice of such election to the Holders
(in accordance with Condition 15 (Notices)), the Trustee and the Principal
Paying Agent in writing not more than 10 nor less than five business days prior
to the proposed payment date specified in such notice (which notice shall be
irrevocable and shall oblige the Issuer to pay the relevant Arrears of
Distribution and Additional Distribution Amounts, on the payment date
specified in such notice); and

II.  in any event shall satisfy any outstanding Arrears of Distribution and Additional
Distribution Amount (in whole but not in part) on the earliest of:

(1) the date of redemption of the Securities in accordance with the redemption
events set out in Condition 5 (Redemption and Purchase);

(2) the next Distribution Payment Date following the occurrence of a breach

of Condition 4(d)(v) or the occurrence of a Compulsory Distribution
Payment Event; and
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(3) a Winding-Up of the Issuer or the Guarantor.

Any partial payment of outstanding Arrears of Distribution and any Additional
Distribution Amount by the Issuer shall be shared by the Holders of all outstanding

Securities on a pro-rata basis.

(vii) No default: Notwithstanding any other provision in these Conditions or in the Trust

Deed, the deferral of any Distribution payment in accordance with this Condition
4(d) shall not constitute a default for any purpose (including, without limitation,
pursuant to Condition 8 (Non-payment)) on the part of the Issuer or the Guarantor

under the Guarantee or for any other purpose.

(e) Increase in Distribution Rate following occurrence of certain events:

(1)

(i1)

Increase in Distribution Rate: Upon the occurrence of a Step-Up Event, unless (x) an
irrevocable notice in writing to redeem the Securities has been given by the Issuer to
Holders (in accordance with Condition 15 (Notices)), the Trustee and the Principal
Paying Agent pursuant to Condition 5 (Redemption and Purchase) by the 30th day
following the occurrence of the relevant Step-Up Event or (y) the relevant Step-Up
Event is remedied by the 30th day following the occurrence of such relevant Step-Up
Event, the Distribution Rate will increase by 3.00 per cent. per annum with effect
from (a) the next Distribution Payment Date immediately following the occurrence of
the relevant Step-Up Event or (b) if the date on which the relevant Step-Up Event (as
applicable) occurs is prior to the most recent preceding Distribution Payment Date,
such Distribution Payment Date, provided that the maximum aggregate increase in
the Distribution Rate pursuant to this Condition 4(e) shall be 3.00 per cent. per
annum. For the avoidance of doubt, any increase in the Distribution Rate pursuant to
this Condition 4(e) is separate from and in addition to any increase in the Distribution

Rate pursuant to Condition 4(b)(ii).

Any increase in the Distribution Rate pursuant to this Condition 4(e) shall be notified
by the Issuer to the Holders (in accordance with Condition 15 (Notices)), the Trustee
and the Agents in writing no later than the 30th day following the occurrence of the
relevant Step-Up Event.

Decrease in Distribution Rate: If following an increase in the Distribution Rate after
a Step-Up Event: such Step-Up Event is cured or no longer exists, upon written notice
of such facts being given to the Holders (in accordance with Condition 15 (Notices)),
the Trustee and the Principal Paying Agent, the Distribution Rate shall be decreased
by 3.00 per cent. per annum with effect from (and including) the Distribution
Payment Date immediately following the date falling 30 days after the date on which
the Trustee receives notice of the cure of such Step-Up Event provided that the
maximum aggregate decrease in the Distribution Rate pursuant to this Condition 4(e)

shall be 3.00 per cent. per annum.
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5.

REDEMPTION AND PURCHASE

(a)

(b)

(©

No fixed redemption: The Securities are perpetual securities in respect of which there is no
fixed redemption date and the Issuer shall (without prejudice to Condition 8§
(Non-payment)), only have the right to redeem or purchase them in accordance with the
following provisions of this Condition 5 (Redemption and Purchase).

Redemption at the option of the Issuer: The Securities may be redeemed at the option of
the Issuer in whole, but not in part, on giving not more than 60 nor less than 30 days’
irrevocable notice (in accordance with Condition 15 (Notices)) to the Trustee, the Principal
Paying Agent and the Holders at their principal amount (together with any Distribution
accrued to (but excluding) the date fixed for redemption (including any Arrears of
Distribution and any Additional Distribution Amount)) on the First Call Date or on any
Distribution Payment Date after the First Call Date (each, a “Call Date”). On expiry of any
such notice as is referred to in this Condition 5(b), the Issuer shall be bound to redeem the
Securities on the relevant Call Date in accordance with this Condition 5(b).

Redemption for tax reasons: The Securities may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not more than 60 nor less than 30 days’
irrevocable notice (in accordance with Condition 15 (Notices)) to the Holders to the
Trustee and the Principal Paying Agent at their principal amount (together with any
Distribution accrued to (but excluding) the date fixed for redemption (including any
Arrears of Distribution and any Additional Distribution Amount)) if, immediately before
giving such notice, the Issuer satisfies the Trustee that:

(i) the Issuer has or will become obliged to pay Additional Tax Amounts as provided or
referred to in Condition 7 (Taxation) as a result of any change in, or amendment to,
the laws or regulations of any Relevant Jurisdiction or 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 a holding by a court
of competent jurisdiction), which change or amendment becomes effective on or after
25 March 2021; and (B) such obligation cannot be avoided by the Issuer taking
reasonable measures available to it; or

(i1) the Guarantor has or (if a demand was made under the Guarantee) would become
obliged to pay Additional Tax Amounts as provided or referred to in Condition 7
(Taxation) or the Guarantee, as the case may be, as a result of any change in, or
amendment to, the laws or regulations of any Relevant Jurisdiction or 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 a
holding by a court of competent jurisdiction), which change or amendment becomes
effective on or after 25 March 2021 and (B) such obligation cannot be avoided by the
Guarantor taking reasonable measures available to it;

provided, however, that no such notice of redemption shall be given earlier than 90 days
prior to the earliest date on which the Issuer (or the Guarantor, as the case may be) would
be obliged to pay such Additional Tax Amounts if a payment in respect of the Securities
were then due or (as the case may be) a demand under the Guarantee were then made.
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(d)

Prior to the publication of any notice of redemption pursuant to this Condition 5(c), the

Issuer shall deliver or procure that there is delivered to the Trustee:

I.  a certificate signed by any authorised signatory of the Issuer stating that the
circumstances referred to in (i)(A) and (i)(B) above prevail and setting out the details
of such circumstances or (as the case may be) a certificate signed by any authorised
signatory of the Guarantor stating that the circumstances referred to in (ii)(A) and
(i1)(B) above prevail and setting out details of such circumstances; and

II. an opinion in form and substance satisfactory to the Trustee of independent legal
advisers or accounting firm of recognised standing to the effect that the Issuer or (as
the case may be) the Guarantor has or will become obliged to pay such Additional Tax

Amounts as a result of such change or amendment.

The Trustee and the Agents shall be entitled, without being liable to Holders or any other
Person, to conclusively rely on such certificate and opinion without investigation and to
accept such certificate and opinion as sufficient evidence of the satisfaction of the
circumstances set out in (i)(A) and (i)(B) or (as the case may be) (ii)(A) and (ii)(B) above,

in which event they shall be conclusive and binding on the Holders.

Upon the expiry of any such notice period as is referred to in this Condition 5(c), the Issuer

shall be bound to redeem the Securities in accordance with this Condition 5(c).

Redemption for accounting reasons: The Securities may be redeemed at the option of the
Issuer in whole, but not in part, at any time, on the Issuer giving not more than 60 nor less
than 30 days’ irrevocable notice (in accordance with Condition 15 (Notices)) to the
Trustee, the Holders and the Principal Paying Agent at their principal amount together with
Distribution accrued to (but excluding) the date fixed for redemption (including any
Arrears of Distribution and any Additional Distribution Amount) if, immediately before
giving such notice, the Issuer satisfies the Trustee that as a result of any changes or
amendments to PRC Generally Accepted Accounting Principles or any other generally
accepted accounting standards that may be adopted by the Guarantor for the purposes of
preparing its consolidated financial statements (the “Relevant Accounting Standards”),
or any change in the application or interpretation of, the Relevant Accounting Standards,
the Securities must not or must no longer be recorded as “equity” of the Guarantor

pursuant to the Relevant Accounting Standards (an “Accounting Event”).

Prior to the publication of any notice of redemption pursuant to this Condition 5(d), the

Issuer shall deliver or procure that there is delivered to the Trustee:

I.  a certificate, signed by any authorised signatory of the Guarantor, stating that the
Issuer is entitled to effect such redemption and setting forth a statement of facts
showing that the conditions precedent to the right of the Issuer to so redeem have
occurred and that such Accounting Event cannot be avoided by the Issuer (or, as the
case may be, the Guarantor) taking reasonable measures available to it; and
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(e)

II. an opinion, in form and substance satisfactory to the Trustee, of the Guarantor’s
independent auditors stating that the circumstances referred to above prevail and the
date on which the relevant change or amendment to the Relevant Accounting
Standards or any change in the application or interpretation of the Relevant
Accounting Standards, is due to take effect, provided, however that no notice of
redemption may be given under this Condition 5(d) earlier than 90 days prior to the
date on which the relevant change or amendment to the Relevant Accounting

Standards is due to take effect in relation to the Issuer and/or the Guarantor.

Upon the expiry of any such notice as is referred to in this Condition 5(d), the Issuer shall
be bound to redeem the Securities in accordance with this Condition 5(d) provided that
such date for redemption shall be no earlier than the last day before the date on which the
Securities must not or must no longer be so recorded as “equity” of the Guarantor pursuant
to the Relevant Accounting Standards.

The Trustee and the Agents shall be entitled, without being liable to the Holders or any
other Person, to conclusively rely on such certificate and opinion and to accept such
certificate and opinion as sufficient evidence of the satisfaction of the conditions precedent
set out in (A) and (B) of this Condition 5(d), in which event it shall be conclusive and

binding on the Holders.

Redemption for Change of Control: The Securities may be redeemed at the option of the
Issuer in whole, but not in part, on giving not more than 60 nor less than 30 days’
irrevocable notice (in accordance with Condition 15 (Notices)) to the Trustee, the Principal
Paying Agent and the Holders at:

(i) 101 per cent. of their principal amount together with Distribution accrued to (but
excluding) the date fixed for redemption (including any Arrears of Distribution and
any Additional Distribution Amount), at any time before the First Call Date; or

(ii) their principal amount, together with Distribution accrued to (but excluding) the date
fixed for redemption (including any Arrears of Distribution and any Additional
Distribution Amount), at any time on or after the First Call Date,

if a Change of Control Event occurs.

Prior to the publication of any notice of redemption pursuant to this Condition 5(e), the
Issuer shall deliver or procure that there is delivered to the Trustee a certificate, signed by
any authorised signatory of the Guarantor, stating that the circumstances referred to above

in this Condition 5(e) prevail and setting out the details of such circumstances.

The Trustee and the Agents shall be entitled to, without being liable to the Holders or any
other Person, to conclusively rely on such certificate without investigation and accept such
certificate as sufficient evidence of the satisfaction of the circumstances set out above, in
which event it shall be conclusive and binding on the Holders. Upon the expiry of any such
notice as is referred to in this Condition 5(e), the Issuer shall be bound to redeem the
Securities in accordance with this Condition 5(e).
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(2)

(h)

)

(k)

Redemption for a Breach of Covenant Event: The Securities may be redeemed at the option
of the Issuer in whole, but not in part, at any time, on giving not more than 60 nor less than
30 days’ irrevocable notice (in accordance with Condition 15 (Notices)) to the Trustee, the
Principal Paying Agent and the Holders at their principal amount (together with any
Distribution accrued to (but excluding) the date fixed for redemption (including any
Arrears of Distribution and any Additional Distribution Amount)) upon the occurrence of

a Breach of Covenant Event.

Upon the expiry of any such notice as is referred to in this Condition 5(f), the Issuer shall

be bound to redeem the Securities in accordance with this Condition 5(f).

Redemption for a Relevant Indebtedness Default Event: The Securities may be redeemed
at the option of the Issuer in whole, but not in part, at any time, on giving not more than
60 nor less than 30 days’ irrevocable notice (in accordance with Condition 15 (Notices))
to the Trustee, the Principal Paying Agent and the Holders at their principal amount
(together with any Distribution accrued to (but excluding) the date fixed for redemption
(including any Arrears of Distribution and any Additional Distribution Amount)) upon the

occurrence of a Relevant Indebtedness Default Event.

Upon the expiry of any such notice as is referred to in this Condition 5(g), the Issuer shall
be bound to redeem the Securities in accordance with this Condition 5(g).

Redemption for minimum outstanding amount: The Securities may be redeemed at the
option of the Issuer in whole, but not in part, at any time, on giving not more than 60 nor
less than 30 days’ irrevocable notice (in accordance with Condition 15 (Notices)) to the
Trustee, the Principal Paying Agent and the Holders at their principal amount (together
with any Distribution accrued to (but excluding) the date fixed for redemption (including
any Arrears of Distribution and any Additional Distribution Amount)) if prior to the date
fixed for redemption at least 80 per cent. in principal amount of the Securities originally
issued has been redeemed or purchased and cancelled.

Upon the expiry of any such notice as is referred to in this Condition 5(h), the Issuer shall

be bound to redeem the Securities in accordance with this Condition 5(h).

No other redemption: The Issuer shall not be entitled to redeem the Securities otherwise
than as provided in Conditions 5(a) to (h) above. The Securities so purchased, while held
by or on behalf of the Issuer, the Guarantor or any such Subsidiary, shall not entitle such
Holder to vote at any meetings of the Holders and shall not be deemed to be outstanding
for certain purposes, including without limitation for the purpose of calculating quorums
at meetings of the Holders or for the purposes of Condition 12.

Purchase: The Issuer, the Guarantor or any of their respective Subsidiaries may at any time
purchase the Securities in the open market or otherwise and at any price.

Cancellation: All Securities so redeemed or purchased by the Issuer, the Guarantor or any

of their respective Subsidiaries shall be cancelled and may not be reissued or resold.
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Calculations: Unless specified otherwise in these Conditions, the Trust Deed or the
Agency Agreement, neither the Trustee nor any Agents shall be responsible for calculating
or verifying the calculations of any amount payable under any notice of redemption or for
verifying the accuracy, validity and/or genuineness of any documents in relation thereto or
in connection thereto, and none of them shall be liable to the Holders or any other person
for not doing so.

6. PAYMENTS

(@)

(b)

(©

(d)

(e)

Method of payment: Payment of principal, premium (if any) and Distribution due on the
Securities will be made by transfer to the registered account of the Holder. Payment of
principal, premium (if any) and payments of Distribution due otherwise than on a
Distribution Payment Date will only be made against surrender of the relevant Definitive
Certificate at the specified office of any Agent. Distribution due on a Distribution Payment
Date will be paid on the due date for the payment of Distribution to the Holder shown on
the Register at the close of business on the fifth business day before the payment of
Distribution (the “Record Date”). Payment of all other amounts will be made as provided
in these Conditions.

If an amount which is due on the Securities is not paid in full, the Registrar will annotate
the Register with a record of the amount (if any) in fact paid.

Registered accounts: For the purposes of this Condition, a Holder’s “registered account”
means the U.S. dollar account maintained by a Holder with a bank which process payments
in U.S. dollars and identified as such in the Register.

Payment initiation: Where payment is to be made by transfer to a registered account,
payment instructions (for value on the due date or, if that is not a business day, for value
on the first following day which is a business day) will be initiated on the due date for
payment (or, if it is not a business day, the immediately following business day) or, in the
case of a payment of principal or premium (if any) or a payment of Distribution due
otherwise than on a Distribution Payment Date, if later, on the business day on which the
relevant Definitive Certificate is surrendered at the specified office of an Agent.

Payments subject to fiscal laws: All payments are subject in all cases to any applicable
fiscal or other laws, regulations and directives in the place of payment, but without
prejudice to (i) the provisions of Condition 7 and (ii) any withholding or deduction
required pursuant to an agreement described in Section 1471(b) of the U.S. Internal
Revenue Code of 1986 (the “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 7) any law
implementing an intergovernmental approach thereto. No commissions or expenses shall

be charged to the Holder in respect of such payments.

Delay in payment: Holders will not be entitled to any Distribution or other payment for any
delay after the due date in receiving the amount due if the due date is not a business day
or if the Holder is late in surrendering its Definitive Certificate (if required to do so).
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Whilst the Securities are evidenced by the Global Certificate, each payment in respect of
the Global Certificate will be made to the person shown as the holder in the Register at
the close of business (of the relevant clearing system) on the Clearing System Business Day
before the due date for such payment, where “Clearing System Business Day” means a
weekday (Monday to Friday, inclusive, except 25 December and 1 January).

TAXATION

All payments of principal, premium (if any) and Distribution (including any Arrears of
Distribution and any Additional Distribution Amount) in respect of the Securities, the Trust
Deed and under the Guarantee by or on behalf of the Issuer or the Guarantor shall be made free
and clear of, and without withholding or deduction for or on account of, any present or future
taxes, duties, assessments or governmental charges of whatever nature (“Taxes”) imposed,
levied, collected, withheld or assessed by or on behalf of the Relevant Jurisdiction or any
political subdivision or any authority therein or thereof having power to tax, unless the

withholding or deduction of the Taxes is required by law.

Where such withholding or deduction is required by law and is made by (i) the Issuer as a result
of the Issuer being deemed to be a PRC tax resident, or (ii) the Guarantor, by or on behalf of
the PRC or any political subdivision or authority therein or thereof having power to tax at a rate
of up to (and including) the aggregate rate applicable on 25 March 2021 (the “Applicable
Rate”), the Issuer or, as the case may be, the Guarantor will pay such additional amounts as will
result in receipt by the Holders of such amounts after such withholding or deduction as would

have been received by them had no such withholding or deduction been required.

In the event the Issuer or the Guarantor is required to make a deduction or withholding (i) by
or on behalf of the PRC or any political subdivision or authority therein or thereof having power
to tax in excess of the Applicable Rate; or (ii) by or within any Relevant Jurisdiction or any
political subdivision or any authority therein or thereof having power to tax except the PRC, the
Issuer or the Guarantor, as the case may be, shall pay such additional amounts (the “Additional
Tax Amounts”) as may be necessary in order that the net amounts received by the Holders after
the withholding or deduction shall equal the respective amounts which would have been
receivable in respect of the Securities in the absence of the withholding or deduction, except that
no Additional Tax Amounts shall be payable in relation to any payment in respect of any

Security:

(i) presented for payment by or on behalf of a Holder who is liable to the Taxes in respect of
such Security by reason of his having some connection with the British Virgin Islands or
the PRC other than the mere holding of the Security; or

(i) presented for payment more than 30 days after the Relevant Date (as defined below) except
to the extent that a Holder would have been entitled to such Additional Tax Amounts on
presenting the same for payment on the last day of the period of 30 days assuming that day
to have been a business day (as defined in paragraph (c) of the definition thereof in
Condition 19); or
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(iii) to, or to a third party on behalf of, a Holder who would not be otherwise liable for or
subject to such withholding or deduction by making a declaration of identity, non-
residence or other similar claim for exemption to the relevant tax authority if, after having
been duly requested to make such a declaration or claim, such Holders fails to do so within

any applicable period prescribed by such relevant tax authority.

In these Conditions, “Relevant Date” means whichever is the later of (1) the date on which such
payment first becomes due and (2) if the full amount payable has not been received by the
Principal Paying Agent in accordance with the terms of the Agency Agreement on or prior to
such due date, the date on which (the full amount having been so received) notice to that effect
has been given to the Holders.

Any reference in these Conditions to principal, premium (if any) or Distribution, Arrears of
Distribution or Additional Distribution Amount shall be deemed to include any Additional Tax
Amounts in respect of such principal, premium (if any) or Distribution, Arrears of Distribution
or Additional Distribution Amount (as the case may be) which may be payable under this
Condition 7 (Taxation) or any undertaking given in addition to or in substitution of this

Condition 7 (Taxation) pursuant to the Trust Deed.

Neither the Trustee nor any Agent shall be responsible for paying any tax, duty, assessment or
government charge referred to in this Condition 7 or in connection with the Securities or for
determining whether such amounts are payable or the amount thereof, and shall not be
responsible or liable for any failure by the Issuer, the Guarantor or the Holders or any other
person to pay such tax, duty, assessment or government charges or be responsible to provide any
notice or information in relation to the Securities in connection with payment of such tax, duty,

assessment or government charges imposed by or in any jurisdiction.

NON-PAYMENT

(a) Non-payment when due: Notwithstanding any of the provisions below in this Condition 8
(Non-payment), the right to institute proceedings for Winding-Up of the Issuer and/or the
Guarantor is limited to circumstances where payment has become due and is unpaid. In the
case of any Distribution, such Distribution will not be due if the Issuer has elected to defer
that Distribution in accordance with Condition 4(d).

(b) Proceedings for Winding-Up: If (i) there is a Winding-Up of the Issuer or the Guarantor,
or (ii) the Issuer or the Guarantor shall not make payment in respect of the Securities or
the Guarantee, as the case may be, for a period of 14 days or more after the date on which
such payment is due, the Issuer and the Guarantor shall be deemed to be in default under
the Trust Deed, the Guarantee and the Securities and the Trustee may, subject to the
provisions of Condition 8(d), institute proceedings for the Winding-Up of the Issuer and/or
the Guarantor and/or prove in the Winding-Up of the Issuer and/or the Guarantor and/or
claim in the liquidation of the Issuer and/or the Guarantor for such payment.

(c) Enforcement: Without prejudice to Condition 8(b) but subject to the provisions of
Condition 8(d), the Trustee may at its discretion and without notice to the Issuer or the
Guarantor institute such proceedings against the Issuer and/or the Guarantor as it may
think fit to enforce any term or condition binding on the Issuer and/or the Guarantor under

— 83 —



10.

the Trust Deed, the Guarantee or the Securities (other than any payment obligation of the
Issuer and/or the Guarantor under or arising from the Securities, the Guarantee or the Trust
Deed, including, without limitation, payment of any principal, premium (if any) or
Distribution (including any Arrears of Distribution and any Additional Distribution
Amount) in respect of the Securities, including any damages awarded for breach of any
obligations) and in no event shall the Issuer or the Guarantor, by virtue of the institution
of any such proceedings, be obliged to pay any sum or sums, in cash or otherwise, sooner
than the same would otherwise have been payable by it.

(d) Entitlement of Trustee: The Trustee shall not be obliged to take any of the actions referred
to in Condition 8(b) or Condition 8(c) above against the Issuer or the Guarantor to enforce
the terms of the Trust Deed, the Guarantee or the Securities unless (a) it shall have been
so requested by an Extraordinary Resolution or in writing by the Holders of at least 25 per
cent. in principal amount of the Securities then outstanding and (b) it shall have been
indemnified and/or secured and/or pre-funded to its satisfaction in accordance with the
Trust Deed.

(e) Right of Holders: No Holder shall be entitled to proceed directly against the Issuer or the
Guarantor or to institute proceedings for the Winding-Up of the Issuer or the Guarantor or
claim in the liquidation of the Issuer or the Guarantor or to prove in such Winding-Up
unless the Trustee, having become so bound to proceed or being able to prove in such
Winding-Up or claim in such liquidation, fails to do so within a reasonable period and such
failure shall be continuing, in which case the Holder shall have only such rights against the
Issuer or the Guarantor as those which the Trustee is entitled to exercise as set out in this
Condition 8 (Non-payment).

(f) Extent of Holders’ remedy: No remedy against the Issuer or the Guarantor, other than as
referred to in this Condition 8 (Non-payment), shall be available to the Trustee or the
Holders, whether for the recovery of amounts owing in respect of the Securities, the
Guarantee or under the Trust Deed or in respect of any breach by the Issuer or the
Guarantor of any of their respective other obligations under or in respect of the Securities,
the Guarantee or the Trust Deed.

PRESCRIPTION

Claims in respect of principal, premium (if any) and Distribution, Arrears of Distribution or
Additional Distribution Amount will become prescribed unless made within 10 years (in the
case of principal) and five years (in the case of Distribution) from the Relevant Date, as defined
in Condition 7.

REPLACEMENT OF CERTIFICATES

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced, subject to
applicable laws, regulations and requirements of stock exchange or other relevant authority, at
the specified office of the Registrar or such other Paying Agent or the Transfer Agent, as may
from time to time be designated by the Issuer for the purpose and notice of whose designation
is given to Holders, 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.
Mutilated or defaced Certificates must be surrendered before replacements will be issued.
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11.

TRUSTEE AND AGENTS

Under the Trust Deed, the Trustee is entitled to be indemnified and/or pre-funded and/or secured
to its satisfaction and relieved from responsibility in certain circumstances and to be paid its
fees, costs, expenses and indemnity payments in priority to the claims of the Holders. In
addition, the Trustee, its directors and officers are entitled to enter into business transactions
with the Issuer, the Guarantor and any entity relating to the Issuer or the Guarantor or any other
Person without being accountable for the same (including any profit therefrom) to the Holders
or any Person. The Trust Deed provides that, when determining whether an indemnity or any
security or pre-funding is satisfactory to it, the Trustee shall be entitled (i) to evaluate its risk
in any given circumstance by considering the worst-case scenario and (ii) to require that any
indemnity or security given to it by the Holders or any of them be given on a joint and several
basis and be supported by evidence satisfactory to it as to the financial standing and
creditworthiness of each counterparty and/or as to the value of the security and an opinion as
to the capacity, power and authority of each counterparty and/or the validity and effectiveness
of the security.

In the exercise of its powers and discretions under these Conditions, the Deed of Guarantee and
the Trust Deed, the Trustee will have regard to the interests of the Holders as a class and will
not be responsible for any consequence for individual Holders of Securities as a result of such
Holders being connected in any way with a particular territory or taxing jurisdiction or with
regard to such Holders’ particular circumstances.

The Trustee may act on the advice, opinion or report of or any information obtained from any
lawyer, valuer, accountant, auditor, surveyor, banker, broker, auctioneer, or other expert
(whether obtained by the Issuer, the Guarantor, the Trustee or otherwise, whether or not
addressed to the Trustee, and whether or not the advice, opinion, report or information, or any
engagement letter or other related document, contains a monetary or other limit on liability or
limits the scope and/or basis of such advice, opinion, report or information). The Trustee may
accept and shall be entitled to rely on any report, confirmation, certificate or advice and such
report, confirmation, opinion, certificate or advice shall be binding on the Issuer, the Guarantor
and the Holders, and the Trustee will not be responsible to anyone for any liability occasioned
by so acting.

In acting under the Agency Agreement and in connection with the Securities, the Agents act
solely as agents of the Issuer, the Guarantor and (to the extent provided therein) the Trustee and
do not assume any obligations or responsibilities towards or relationship of agency or trust for
or with any of the Holders or any third parties.

The initial Agents and their initial specified offices are listed below. The Issuer and the
Guarantor reserve the right (with the prior approval of the Trustee) at any time to vary or
terminate the appointment of any Agent and to appoint a successor registrar principal paying
agent and additional or successor paying agents and transfer agents; provided, however, that the
Issuer and the Guarantor shall at all times maintain (a) a principal paying agent and a registrar
and (b) a paying agent and a transfer agent.

Notice of any change in any of the Agents or in their specified offices shall promptly be given
to the Holders.

— 85 —



12.

Neither the Trustee nor the Agents shall be required to monitor or supervise compliance with the
provisions of the Trust Deed, the Guarantee, the Agency Agreement or these Conditions or to
take any steps to ascertain whether an Enforcement Event has occurred or to monitor the
occurrence of any Step-Up Event or of any event under Condition 5 that may trigger the option
or obligation of redemption, and shall not be liable to the Issuer, the Guarantor, the Holders or
any other Person for not doing so.

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

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

MEETINGS OF HOLDERS; MODIFICATION AND WAIVER

(a) Meetings of Holders: The Trust Deed contains provisions for convening meetings of
Holders to consider matters relating to the Securities, including the modification of any
provision of these Conditions, the Deed of Guarantee or the Trust Deed. Any such
modification may be made if sanctioned by an Extraordinary Resolution. Such a meeting
may be convened by the Issuer and the Guarantor (acting together) or by the Trustee and
shall be convened by the Trustee upon the request in writing of Holders holding not less
than 10 per cent. of the aggregate principal amount of the outstanding Securities subject
that the Trustee shall have been indemnified and/or pre-funded and/or secured to its
satisfaction. The quorum at any meeting for passing an Extraordinary Resolution will be
one or more persons holding or representing not less than 50 per cent. of the aggregate
principal amount of the outstanding Securities or, at any adjourned meeting, one or more
persons being or representing Holders whatever the principal amount of the Securities held
or represented; provided, however, that at any meeting the business of which includes the
modification of certain proposals (including any proposal to (i) modify the circumstances
in which the Securities may be redeemed or the circumstances in which Distribution
(including any Arrears of Distribution or Additional Distribution Amounts) are payable or
may be deferred or (ii) to reduce or cancel the principal amount of, or Distribution
(including any Arrears of Distribution or Additional Distribution Amounts) on or to vary
the method of calculating the Distribution Rate or to reduce the Distribution Rate in
respect of the Securities (other than as provided under these Conditions) or (iii) to change
the currency of payments under the Securities or (iv) to amend the terms of the Guarantee
or (v) to change the quorum requirements relating to meetings or the majority required to
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(b)

pass an Extraordinary Resolution (each, a “Reserved Matter”)), may only be sanctioned
by an Extraordinary Resolution passed at a meeting of Holders at which one or more
persons holding or representing not less than two-thirds or, at any adjourned meeting,
one-third of the aggregate principal amount of the outstanding Securities form a quorum.
Any Extraordinary Resolution duly passed at any such meeting shall be binding on all the
Holders, whether present or not.

The Trust Deed provides that (i) a resolution passed at a meeting duly convened and held
in accordance with the Trust Deed by a majority consisting of not less than three-fourths
of the votes cast on such resolution, (ii) a resolution in writing signed by or on behalf of
Holders holding not less than 90 per cent. of the aggregate principal amount of the
Securities outstanding, or (iii) 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 the
Holders of not less than 90 per cent. of the aggregate principal amount of Securities
outstanding, shall, in each case, be effective as an Extraordinary Resolution. An
Extraordinary Resolution passed by the Holders will be binding on all the Holders,
whether or not they are present at any meeting, and whether or not they voted on the
resolution.

Modification and waiver: The Trustee may, without the consent of the Holders, agree to
any modification of, or to the waiver or authorisation of any breach or proposed breach of,
any of the provisions of these Conditions, the Agency Agreement, the Deed of Guarantee
or the Trust Deed (in each case, other than in respect of a Reserved Matter) or determine,
without any such consent as aforesaid, that any Enforcement Event shall not be treated as
such, where, in any such case, it is not, in the opinion of the Trustee, materially prejudicial
to the interests of Holders so to do or may agree, without any such consent as aforesaid,
to any modification of these Conditions, the Securities, the Deed of Guarantee, the Trust
Deed or the Agency Agreement which is of a formal, minor or technical nature or to correct
a manifest error or an error which, in the opinion of the Trustee, is proven. Any such
modification shall be binding on the Holders and any such modification shall be notified
to the Holders in accordance with Condition 14 as soon as practicable thereafter.

In connection with the exercise by it of any of its trusts, powers, authorities and discretions
(including, without limitation, any modification, waiver, authorisation or determination),
the Trustee shall have regard to the general interests of the Holders as a class (but shall
not have regard to any interests arising from circumstances particular to individual Holders
whatever their number) and, in particular but without limitation, shall not have regard to
the consequence of any such exercise for individual Holders (whatever their number)
resulting from their being for any purpose domiciled or resident in, or otherwise connected
with, or subject to the jurisdiction of, any particular territory or any political sub-division
thereof and the Trustee shall not be entitled to require, nor shall any Holder be entitled to
claim, from the Issuer, the Guarantor, the Trustee or any other person any indemnification
or payment in respect of any tax consequences of any such exercise upon individual
Holders except to the extent already provided for in Condition 7 and/or any undertaking
or covenant given in addition to, or in the substitution for, Condition 7 pursuant to the
Trust Deed.

Unless the Trustee agrees otherwise, any such authorisation, waiver or modification shall
be notified to the Holders in accordance with Condition 15 as soon as practicable
thereafter.
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13.

14.

15.

ENFORCEMENT

The Trustee may at any time, at its discretion and without notice, institute such proceedings as
it thinks fit to enforce its rights under the Deed of Guarantee, the Trust Deed and the Agency
Agreement and in respect of the Securities, but it shall not be bound to do so unless:

(i) it has been so requested in writing by the Holders of at least 25 per cent. of the aggregate
principal amount of the outstanding Securities or has been so directed by an Extraordinary
Resolution; and

(i1) it has been indemnified and/or prefunded and/or provided with security to its satisfaction
against all action, proceedings, claims and demands to which it may be or become liable
and all costs, charges, damages, expenses (including legal expenses) and liabilities which
may be incurred by any person as a result of any delay in it exercising such discretion or
power, taking such action, making such decision, or giving such direction or certification

where the Trustee is seeking such directions.

No Holder may proceed directly against the Issuer or the Guarantor unless the Trustee,
having become bound to do so, fails to do so within a reasonable time and such failure is
continuing.

FURTHER ISSUES

Subject to compliance with Condition 3(b) (Information Report to NDRC) and Condition 3(c)
(Undertakings in relation to the Guarantee), the Issuer may from time to time, without the
consent of the Holders and in accordance with the Trust Deed, create and issue further securities
either having terms and conditions the same as those of the Securities, or the same except for
the date and amount of the first payment of Distribution, the NDRC Post-issue Information
Report and the SAFE Cross-border Security Registration, which may be consolidated and form
a single series with the outstanding Securities. The Issuer may from time to time, with the
consent of the Trustee (acting on an Extraordinary Resolution), create and issue other series of
Securities having the benefit of the Trust Deed.

NOTICES

Notices to Holders will be valid if (i) made in writing in English and mailed to them by
uninsured mail at their addresses in the Register maintained by the Registrar; or (ii) published
in a leading English language daily newspaper having general circulation in Asia (which is
expected to be the South China Morning Post). Any such notice will be deemed to have been
given on the date of such publication or, if published more than once, on the first date on which
publication is made.

So long as the Global Certificate is held on behalf of Euroclear and Clearstream any notice to
the holders of the Securities shall be validly given by the delivery of the relevant notice to
Euroclear and Clearstream, for communication by the relevant clearing system to entitled
accountholders in substitution for notification as required by the Conditions and shall be
deemed to have been given on the date of delivery to such clearing system.
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16.

17.

CURRENCY INDEMNITY

If any sum due from the Issuer or the Guarantor in respect of the Securities, the Guarantee, the
Trust Deed or any order or judgment given or made in relation thereto has to be converted from
the currency (the “first currency”) in which the same is payable under these Conditions or such
order or judgment into another currency (the “second currency”) for the purpose of (a) making
or filing a claim or proof against the Issuer or the Guarantor, (b) obtaining an order or judgment
in any court or other tribunal or (c) enforcing any order or judgment given or made in relation
to the Securities, the Guarantee or the Trust Deed, the Issuer and the Guarantor shall indemnify
the Trustee and each Holder, on the written demand of the Trustee or such Holder addressed to
the Issuer and the Guarantor and delivered to the Issuer and the Guarantor, against any loss
suffered as a result of any discrepancy between (i) the rate of exchange used for such purpose
to convert the sum in question from the first currency into the second currency and (ii) the rate
or rates of exchange at which the Trustee or such Holder may in the ordinary course of business
purchase the first currency with the second currency upon receipt of a sum paid to it in

satisfaction, in whole or in part, of any such order, judgment, claim or proof.

This indemnity constitutes a separate and independent obligation of each of the Issuer and the

Guarantor and shall give rise to a separate and independent cause of action.
GOVERNING LAW AND JURISDICTION

(a) Governing law: The Securities, the Deed of Guarantee, the Agency Agreement and the
Trust Deed and any non-contractual obligations arising out of or in connection with the
Securities, the Deed of Guarantee, the Agency Agreement and the Trust Deed are governed

by, and will 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 Securities, the Deed of Guarantee,
the Agency Agreement and the Trust Deed and accordingly any legal action or proceedings
arising out of or in connection with the Securities, the Deed of Guarantee, the Agency
Agreement and the Trust Deed (“Proceedings”) may be brought in such courts. Each of the
Issuer and the Guarantor irrevocably submits to the exclusive jurisdiction of the courts of
Hong Kong and waives any objection to Proceedings in such courts on the ground of venue

or on the ground that the Proceedings have been brought in an inconvenient forum.

(c) Service of Process: Each of the Issuer and the Guarantor hereby irrevocably appoints
Sinohydro (Hong Kong) Holding Limited (" E7K & (i) #E A BR A ) to accept service
of process in Hong Kong in respect of any Proceedings at Room 4010-12, 40/F,
Convention Plaza Office Tower, 1 Harbour Road, Wanchai, Hong Kong. Each of the Issuer
and the Guarantor undertakes that in the event of such agent ceasing so to act it will
appoint another person as its agent for that purpose. Nothing in this clause shall affect the
right to serve process in any other manner permitted by law.
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18.

19.

(d) Immunity: To the extent that each of the Issuer and the Guarantor may in any jurisdiction
claim for itself or its assets or revenues immunity from suit, execution, attachment
(whether in aid of execution, before judgment or otherwise) or other legal process and to
the extent that such immunity (whether or not claimed) may be attributed in any such
jurisdiction to the Issuer and the Guarantor, as the case may be, or their respective assets
or revenues, each of the Issuer and the Guarantor agrees not to claim and irrevocably waive
such immunity to the full extent permitted by the laws of such jurisdiction.

RIGHTS OF THIRD PARTIES

No rights are conferred on any person under the Contracts (Rights of Third Parties) Act 1999
to enforce any term of this Security, but this does not affect any right or remedy of any person
which exists or is available apart from that Act.

DEFINITIONS

In these Conditions:

“Accounting Event” has the meaning ascribed to it in Condition 5(d);

“Additional Distribution Amount” has the meaning ascribed to it in Condition 4(d)(iv);

“Additional Tax Amounts” has the meaning ascribed to it in Condition 7;

“Arrears of Distribution” has the meaning ascribed to it in Condition 4(d)(iv);

“Board of Directors” means the board of directors elected or appointed by the relevant
shareholders of the Issuer or Guarantor, as applicable, to manage the business of the Issuer or
Guarantor, or any committee of such board duly authorised to take the action purported to be

taken by such committee;

“Breach of Covenant Event” means the occurrence of a (a) Covenant Breach and (b) the
Trustee or the Holders holding at least 25 per cent. of the aggregate principal amount of the
outstanding Securities giving notice in writing to the Issuer that the Distribution Rate will be
adjusted in accordance with Condition 4(e)(i) (Increase in Distribution Rate) unless the
Securities are redeemed in accordance with Condition 5(f) (Redemption for a Breach of

Covenant Event);

“business day” means: (a) in respect of Condition 2 (Register, Title and Transfers), a day other
than a Saturday or Sunday on which banks are open for business in the city in which the
specified office of the Registrar or (as the case may be) such Transfer Agent with whom a
definitive Certificate is deposited in connection with a transfer or exchange, is located; (b) in
respect of Condition 4 (Distribution), any day, excluding a Saturday and a Sunday, on which
banks are open for general business (including dealings in foreign currencies) in Hong Kong,
the PRC and New York; and (c) in respect of Condition 6 (Payments) and Condition 7
(Taxation), a day (other than a Saturday or a Sunday) on which banks are open for general
business (including dealings in foreign currencies) in Hong Kong, the PRC and New York and
on which banks and foreign exchange markets are open for business in the place in which the
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specified office of the Registrar is located and, in the case of presentation of a Certificate, in
the place in which the Certificate is presented and where payment is to be made by transfer to
a registered account, on which foreign exchange transactions may be carried on in US dollars
in New York City;

“Calculation Agent” means China Construction Bank (Asia) Corporation Limited (772 %5 &R
(e I3 A BRZA \l), which expression includes any successor calculation agent appointed
from time to time selected by the Issuer or the Guarantor (at the expense of the Issuer, failing
which the Guarantor) and notified in writing to the Trustee;

“Call Date” has the meaning ascribed to it in Condition 5(b);

“Change of Control Event” means subject to Condition 4(e)(ii), the occurrence of Change of

Control (as defined below);

“Change of Control” means (i) the SASAC (as defined below) or any other agency as
designated by the State Council of the PRC or any Person directly or indirectly wholly owned
by the SASAC or such other agency together ceases to Control (as defined below), directly or
indirectly, the Guarantor or (ii) the Guarantor consolidates with or merges into or sells or
transfers all or substantially all of the Guarantor’s assets to any Other Person or Persons, acting
together, except where such Person(s) is/are Controlled (as defined below), directly or
indirectly, by the SASAC or any such agency;

“Comparable Treasury Issue” means the U.S. Treasury security selected by the Issuer as
having a maturity of 5 years that would be utilised, at the time of selection and in accordance
with customary financial practice, in pricing new issues of corporate debt securities with a
maturity of 5 years;

“Comparable Treasury Price” means:

(a) the average of the bid and asked prices for the Comparable Treasury Issue (expressed in
each case as a percentage of its principal amount) on the third New York business day
preceding the relevant Reset Date, as set forth in the daily statistical release (of any
successor release) published by the Federal Reserve Bank of New York and designated
“Composite 3:30 p.m.

Quotations for U.S. Government Securities”; or

(b) if such release (or any successor release) is not published or does not contain such prices
on such New York business day, (i) the average of the Reference Treasury Dealer
Quotations for the relevant Reset Date, after excluding the highest and lowest of such
Reference Treasury Dealer Quotations, or (ii) if fewer than three such Reference Treasury

Dealer Quotations are available, the average of all such quotations,

if the Comparable Treasury Price cannot be determined in accordance with the above provisions,
the Treasury Rate as at the last preceding Reset Date;
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“Compulsory Distribution Payment Event” means that, during the three-month period ending
on the day before the relevant Distribution Payment Date, either or both of the following have
occurred:

(a) a discretionary dividend, discretionary distribution or other discretionary payment has
been declared or paid by the Issuer, the Guarantor or any of their respective Subsidiaries
on or in respect of any Parity Securities or Junior Securities of the Issuer or the Guarantor
(except (i) in relation to the Parity Securities of the Issuer or the Guarantor, as the case
may be, on a pro-rata basis, or (ii) in connection with any employee benefit plan or similar
arrangements with or for the benefit of employees, officers, directors or consultants); or

(b) the Issuer, the Guarantor or any of their respective Subsidiaries has at its discretion
redeemed, reduced, cancelled, bought back or otherwise acquired any Parity Securities or
Junior Securities of the Issuer or the Guarantor (except (i) in relation to the Parity
Securities of the Issuer or the Guarantor, as the case may be, on a pro-rata basis, (ii) in
connection with any employee benefit plan or similar arrangements with or for the benefit
of employees, officers, directors or consultants, or (iii) as a result of the exchange or
conversion of such Parity Securities for its Junior Securities);

“Control” means (where applicable): (i) the ownership or control of more than 50 per cent. of
the Voting Rights of the issued share capital of a Person or (ii) the nomination or designation
of no less than 50 per cent. of the members then in office of a Person’s board of directors or
other governing body, whether obtained directly or indirectly, and whether obtained by
ownership of share capital, the possession of Voting Rights, contract or otherwise or (iii) the
possession, directly or indirectly, of the power to direct or cause the direction of the
management policies of a Person or (iv) where a Person is a Subsidiary (direct or indirect) of
the other Person. For the avoidance of doubt, a Person is deemed to Control another Person so
long as it fulfils one of the four foregoing requirements and the terms “Controlling” and
“Controlled” have meaning correlative to the foregoing;

“Covenant Breach” means a non-compliance and/or non-performance by the Issuer and/or the
Guarantor of any one or more of its obligations and covenants set out in Condition 3 (Negative
Pledge and Other Covenants));

“Distribution” has the meaning ascribed to it in Condition 4(a) and include Arrears of
Distribution and Additional Distribution Amount (if any) whether or not so specified in these
Conditions;

“Distribution Payment Date” has the meaning ascribed to it in Condition 4(a);

“Distribution Rate” has the meaning ascribed to it in Condition 4(b);

“Enforcement Event” means an event described in Condition 8(a), being payment becoming
due and unpaid, or Condition 8(b), being a Winding-Up of the Issuer or the Guarantor;

“First Call Date” has the meaning ascribed to it in Condition 4(b)(i);

“Group” means the Guarantor and its Subsidiaries, taken as a whole;
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“Guarantee” has the meaning ascribed to it in Condition 1(c);
“Holder” has the meaning ascribed to it in Condition 2(a);
“Hong Kong” means the Hong Kong Special Administrative Region;

“Independent Investment Bank” means an independent investment bank of international
repute (acting as an expert) selected and appointed by the Issuer or the Guarantor (at the expense
of the Issuer, failing which the Guarantor) and notified in writing to the Trustee and the
Calculation Agent);

“Initial Distribution Rate” means 3.08 per cent. per annum;
“Issue Date” means 1 April 2021;

“Junior Securities” means (a) in respect of the Issuer, any class of the Issuer’s share capital
(including without limitation any preference shares) and any Subordinated Indebtedness issued
or guaranteed by the Issuer; and (b) in respect of the Guarantor, any class of the Guarantor’s
share capital (including without limitation any preference shares) and any Subordinated
Indebtedness issued or guaranteed by the Guarantor;

“Macau” means the Macau Special Administrative Region;
“NDRC” means the National Development and Reform Commission of the PRC;

“NDRC Circular” means the Circular on Promoting the Reform of the Filing and Registration
System for Issuance of Foreign Debt by Enterprises (55 %% i i 23 BE A #f 4 b 25 884 1 A ME Mg
ZE RO O A A N (B I B [2015]120445F)) issued by the NDRC and which came into
effect on 14 September 2015, as supplemented by the relevant document issued by the NDRC
in relation to the annual foreign debt quota available to the Guarantor (where applicable) and
any implementation rules, regulations, certificates, circulars or notices in connection therewith
as issued by the NDRC from time to time;

“Optional Deferral Event” has the meaning ascribed to it in Condition 4(d);
“Optional Deferral Notice” has the meaning ascribed to it in Condition 4(d);

“Other Persons” means any Person who does not or do not have, and would not be deemed to
have, Control of the Guarantor on the Issue Date;

“Parity Securities” means (a) in respect of the Issuer, any instrument or security issued, entered
into or guaranteed by the Issuer, which ranks or is expressed to rank, by its terms or by operation
of law, pari passu with the Securities; and (b) in respect of the Guarantor, any instrument or
security issued, entered into or guaranteed by the Guarantor, which ranks or is expressed to
rank, by its terms or by operation of law, pari passu with the Guarantee;

“Person” means 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 Standing Committee of Party (#Z
#Z31) of the Guarantor or any other governing board;
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“PRC” means the People’s Republic of China, which, solely for the purposes of these

Conditions, excludes Hong Kong, Macau and Taiwan;

“PRC Accounting Standards” means the Accounting Standards for Business Enterprises issued
by the Ministry of Finance of the PRC on 15 February 2006, and the Application Guidance for
Accounting Standards for Business Enterprises, Interpretations of Accounting Standards for

Business Enterprises and other relevant regulations issued thereafter, as amended from time to

time;

“PRC Business Day” means a day (other than a Saturday, Sunday or a public holiday) on which

banks in Beijing, the PRC are not authorised or obliged by law or executive order to be closed;

“Principal Subsidiary” means any Subsidiary of the Guarantor:

(a)

(b)

(c)

(d)

whose revenues (consolidated in the case of a Subsidiary which has Subsidiaries)
attributable to the Guarantor, as shown by its latest audited income statement are at least
five per cent. of the consolidated revenues of the Guarantor and its consolidated
Subsidiaries as shown by the latest published audited income statement of the Guarantor
and its consolidated Subsidiaries; or

whose profits before tax (consolidated in the case of a Subsidiary which has Subsidiaries)
attributable to the Guarantor, as shown by its latest audited income statement are at least
five per cent. of the consolidated profits before tax of the Guarantor and its consolidated
Subsidiaries as shown by the latest published audited income statement of the Guarantor
and its consolidated Subsidiaries, including, for the avoidance of doubt, the Guarantor and
its consolidated Subsidiaries’ share of profits of Subsidiaries not consolidated and of

associated entities and after adjustment for minority interests; or

whose total assets (consolidated in the case of a Subsidiary which itself has Subsidiaries)
attributable to the Guarantor, as shown by its latest audited balance sheet, are at least five
per cent. of the consolidated total assets of the Guarantor and its consolidated Subsidiaries
as shown by the latest published audited consolidated balance sheet of the Guarantor and
its consolidated Subsidiaries, including the investment of the Guarantor and its
consolidated Subsidiaries in each Subsidiary whose accounts are not consolidated with the
consolidated audited accounts of the Guarantor and of associated companies and after

adjustment for minority interests; or

to which is transferred the whole or substantially the whole of the business, undertaking
and assets of a Subsidiary which immediately prior to such transfer was a Principal
Subsidiary, provided that (i) the Principal Subsidiary which so transfers its business,
undertaking and assets shall forthwith upon such transfer cease to be a Principal
Subsidiary and the Subsidiary to which the business, undertaking and assets are so
transferred shall forthwith become a Principal Subsidiary and (ii) on or after the date on
which the first published audited accounts (consolidated, if appropriate) of the Guarantor
prepared as of a date later than such transfer are issued, whether such transferor Subsidiary
or such transferee Subsidiary is or is not a Principal Subsidiary shall be determined on the
basis of such accounts by virtue of the provisions of paragraphs (a), (b) or (c) above of this
definition;
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provided that, in relation to paragraphs (a), (b) or (c) above:

(1)

(ii)

(iii)

(iv)

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

if at any relevant time in relation to the Guarantor or any Subsidiary which itself has
Subsidiaries no consolidated accounts are prepared and audited, revenue, profit before tax
or total assets of the Guarantor and/or any such Subsidiary shall be determined on the basis
of pro forma consolidated accounts prepared for this purpose by the Guarantor for the
purposes of preparing a certificate thereon to the Trustee;

if at any relevant time in relation to any Subsidiary, no accounts are audited, its revenue,
profit before tax or total assets (consolidated, if appropriate) shall be determined on the
basis of pro forma accounts (consolidated, if appropriate) of the relevant Subsidiary
prepared for this purpose by the Guarantor for the purposes of preparing a certificate
thereon to the Trustee; and;

if the accounts of any subsidiary (not being a Subsidiary referred to in proviso (i) above)
are not consolidated with those of the Guarantor, then the determination of whether or not
such subsidiary is a Principal Subsidiary shall be based on a pro forma consolidation of its
accounts (consolidated, if appropriate) with the consolidated accounts (determined on the

basis of the foregoing) of the Guarantor;

“Proceedings” has the meaning ascribed to it in Condition 17;

“Reference Treasury Dealer” means each of any three investment banks of recognised standing

that is a primary U.S. Government securities dealer in The City of New York, selected by the

Issuer or the Guarantor (at the expense of the Issuer, failing which the Guarantor);

“Reference Treasury Dealer Quotations” means, with respect to each Reference Treasury

Dealer and any Reset Date, the average as determined by an Independent Investment Bank, of

the bid and asked prices for the Comparable Treasury Issue (expressed in each case as a

percentage of its principal amount) quoted in writing to the Independent Investment Bank by

such Reference Treasury Dealer at 5:00 p.m. (New York time) on the third business day (as

defined in Condition 19 pursuant to Condition 4) preceding such Reset Date;

“Register” has the meaning ascribed to it in Condition 2(a);

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

“Relevant Accounting Standards” has the meaning ascribed to it in Condition 5(d);
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“Relevant Indebtedness” means (i) any present or future indebtedness (whether being
principal, premium, interest or other amounts) in the form of or represented by any notes, bonds,
debentures, debenture stock, loan stock, certificates of deposit or other similar securities which
for the time being are, or are intended to be or capable of being, quoted, listed or dealt in or
traded on any stock exchange or over-the-counter or other securities market issued outside the

PRC and (ii) any guarantee or indemnity of any such indebtedness;

“Relevant Indebtedness Default Event” means the occurrence of one or more of the following
events: (i) any Relevant Indebtedness of the Issuer, the Guarantor, any of the Guarantor’s
Principal Subsidiaries becomes due and repayable prematurely by reason of any default or an
event of default (howsoever described), or (ii) the Issuer, the Guarantor, any of the Guarantor’s
Principal Subsidiaries fails to make any payment in respect of any Relevant Indebtedness on the
due date for payment or, as the case may be, within any originally applicable grace period; (iii)
any security given by Issuer, the Guarantor, any of the Guarantor’s Principal Subsidiaries for
any Relevant Indebtedness becomes enforceable; or (iv) default is made by Issuer, the
Guarantor, any of the Guarantor’s Principal Subsidiaries in making any payment due under any
guarantee and/or indemnity given by it in relation to any Relevant Indebtedness of any other
person, provided that the aggregate amount of such Relevant Indebtedness, guarantees and
indemnities in respect of which one or more of the events mentioned above in this provision

have occurred equals or exceeds U.S.$50,000,000 or its equivalent in other currencies;

“Relevant Jurisdiction” means the British Virgin Islands, the PRC, any jurisdiction in which
the Issuer and the Guarantor respectively is incorporated, any jurisdiction of residence for tax
purposes of the Issuer and the Guarantor respectively or any political subdivision or any

authority thereof or therein having power to tax;

“Relevant Reset Distribution Rate” means a rate of distribution expressed as a percentage per
annum equal to the sum of (a) the initial spread of 2.256 per cent., (b) the Treasury Rate and

(c) a margin of 3.00 per cent. per annum,;

“Reset Date” means the First Call Date and each day falling every five calendar years after the
First Call Date;

“SAFE” means the State Administration of Foreign Exchange of the PRC;

“SASAC” means the State-owned Assets Supervision and Administration Commission of the

State Council of the PRC or its successor;

“Step-Up Event” means the occurrence of any of a Change of Control Event, a Breach of
Covenant Event and/or a Relevant Indebtedness Default Event;

“Subordinated Indebtedness” means all indebtedness for money borrowed or raised which, in
the event of the Winding-Up of the issuer thereof, ranks or is expressed to rank, by its terms or
by operation of law, in right of payment behind the claims of unsecured and unsubordinated
creditors of such issuer, and for this purpose indebtedness shall include all liabilities, whether

actual or contingent;
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“Subsidiary” means, in relation to any Person, means, any company (i) in 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 (ii) which at any time has its accounts
consolidated with those of that Person or which, under the law, regulations or generally accepted
accounting principles of the jurisdiction of incorporation of such Person from time to time,

should have its accounts consolidated with those of that Person;

“Treasury Rate” means the rate notified by the Calculation Agent to the Issuer and the Holders
(in accordance with Condition 15 (Notices)) in per cent. per annum equal to the yield, under the
heading that represents the average for the week ending two New York business days prior to
each Reset Date for calculating the Relevant Reset Distribution Rate under Condition 4(b)(ii),
appearing in the most recently published statistical release designated “H.15(519)” (weblink:
http://www.federalreserve.gov/releases/h15/) or any successor publication that is published
weekly by the Board of Governors of the Federal Reserve System and that establishes yields on
actively traded US Treasury securities adjusted to constant maturity under the caption
“Treasury constant maturities” for the maturity corresponding to the Comparable Treasury
Issue. If such release (or any successor release) is not published during the week preceding the
relevant date for calculation or does not contain such yields, “Treasury Rate” means the rate
in per cent. per annum equal to the semi-annual equivalent yield to maturity of the Comparable
Treasury Issue, calculated using a price for the Comparable Treasury Issue (expressed as a
percentage of its principal amount) equal to the Comparable Treasury Price for the applicable
Reset Date under Condition 4(b);

“Voting Rights” means the right generally to vote at a general meeting of shareholders of the
Guarantor (irrespective of whether or not, at the time, stock of any other class or classes shall
have, or might have, voting power by reason of the happening of any contingency, and any such

voting power shall therefore be excluded for the purpose of this definition); and

“Winding-Up” means a final and effective court order or effective resolution by a competent
authority in the respective jurisdiction of the Issuer or the Guarantor for the winding-up,

liquidation or similar proceedings in respect of the Issuer or the Guarantor (as applicable).
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SUMMARY OF PROVISIONS RELATING TO THE SECURITIES
IN GLOBAL FORM

The Global Certificate contains provisions which apply to the Securities while they are in global
form, some of which modify the effect of the Terms and Conditions of the Securities set out in this

Offering Circular. The following is a summary of those provisions.

1. ACCOUNTHOLDERS

For so long as all of the Securities or any part thereof are represented by the Global Certificate
and the Global Certificate is held on behalf of a clearing system, each person (other than another
clearing system) who is for the time being shown in the records of Euroclear or Clearstream (as
the case may be) as the holder of a particular aggregate principal amount of such Securities
(each an “Accountholder”) (in which regard any certificate or other document issued by
Euroclear or Clearstream (as the case may be) as to the aggregate principal amount of such
Securities standing to the account of any person shall, in the absence of manifest error, be
conclusive and binding for all purposes) shall be treated as the holder of such aggregate
principal amount of such Securities (and the expression “Holders” and references to “holding
of Securities” and to “holder of Securities” shall be construed accordingly) for all purposes
other than with respect to payments on such Securities, the right to which shall be vested, as
against the Issuer, the Guarantor and the Trustee, solely in the nominee for the relevant clearing
system (the “Relevant Nominee”) in accordance with and subject to the terms of the Global
Certificate. Each Accountholder must look solely to Euroclear or Clearstream, as the case may
be, for its share of each payment made to the Relevant Nominee.

2. CANCELLATION

Cancellation of any Securities following its redemption or purchase by the Issuer, the Guarantor
or any of their respective Subsidiaries will be effected by reduction in the aggregate principal
amount of the Securities in the register of Holders and by the annotation of the appropriate
schedule to the Global Certificate.

3. PAYMENTS

Payments of principal, premium (if any) and interest in respect of Securities represented by the
Global Certificate will be made if no further payment falls to be made in respect of the
Securities, against surrender of the Global Certificate to or to the order of the Registrar or such
other Agent as shall have been notified to the holder of the Global Certificate for such purpose.

Each payment will be made to or to the order of the person whose name is entered on the
Register at the close of business on the Clearing System Business Day immediately prior to the
date of payment, where “Clearing System Business Day” means a day on which Euroclear and
Clearstream are open for business.

Distributions of amounts with respect to book-entry interests in the Securities held through
Euroclear or Clearstream will be credited, to the extent received by the Registrar, to the cash
accounts of Euroclear or Clearstream participants in accordance with the relevant system’s rules
and procedures.
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A record of each payment made will be endorsed on the appropriate schedule to the Global
Certificate by or on behalf of the Registrar and shall be prima facie evidence that payment has

been made.

NOTICES

So long as all the Securities are represented by the Global Certificate and the Global Certificate
is held on behalf of a clearing system, notices to Holders may be given by delivery of the
relevant notice to that clearing system for communication by it to entitled Accountholders in
substitution for notification as required by the Conditions.

Whilst any of the Securities held by a Holder are represented by a Global Certificate, notices
to be given by such Holder may be given by such Holder (where applicable) through Euroclear
and/or Clearstream and otherwise in such manner as the Trustee and Euroclear and Clearstream

may approve for this purpose.

REGISTRATION OF TITLE

Registration of title to Securities in a name other than that of the Relevant Nominee will not be
permitted unless Euroclear or Clearstream, as appropriate, notifies the Issuer and the Guarantor
that it is unwilling or unable to continue as a clearing system in connection with the Global
Certificate, and in each case a successor clearing system approved by the Trustee is not
appointed by the Issuer and the Guarantor within 90 days after receiving such notice from
Euroclear or Clearstream. In these circumstances title to Securities may be transferred into the
names of holders notified by the Relevant Nominee in accordance with the Conditions, except
that Certificates in respect of Securities so transferred may not be available until 21 days after
the request for transfer is duly made.

The Registrar will not register title to the Securities in a name other than that of the Relevant
Nominee for a period of 15 calendar days preceding the due date for any payment of principal,
premium (if any) or interest in respect of the Securities.

TRANSFERS

Transfers of book-entry interests in the Securities will be effected through the records of
Euroclear, Clearstream and their respective participants in accordance with the rules and

procedures of Euroclear, Clearstream and their respective direct and indirect participants.
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THE GUARANTEE

The Securities will have the benefit of a Deed of Guarantee executed by the Guarantor. Pursuant to
the Deed of Guarantee, the Guarantor will unconditionally and irrevocably, as a joint and several
liability, guarantee the due payment of all sums expressed to be payable by the Issuer under the

Securities and the Trust Deed.

Pursuant to the Cross-border Guarantee Rules, all proceeds raised by the Issuer under the Securities
outside the PRC (and guaranteed by the Guarantor) may only be used for the relevant expenditures
within the normal scope of business of the Issuer, and may not be used to support the Issuer in
engaging in transactions beyond the normal scope of business, or conducting arbitrage activities
through fabricating trade backgrounds, or engaging in speculative trading in other forms. Such
proceeds may not be transferred back to the PRC for direct use or through a third party in the form
of borrowing, equity investment or securities investment. The Guarantor shall properly supervise the

Issuer’s use of the proceeds for the operation and business of the Issuer outside the PRC.

The Guarantor is required by the Cross-border Guarantee Rules to register the Deed of Guarantee
with SAFE within the prescribed time period under the Cross-border Guarantee Rules. Although the
non-registration does not render the Deed of Guarantee ineffective or invalid under PRC law, SAFE
may impose penalties on the Guarantor if the Guarantor fails to complete the SAFE 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 Deed of Guarantee) as domestic banks may require evidence of
SAFE registration in connection with the Deed of Guarantee in order to effect such remittance. The
Guarantor intends to register the Deed of Guarantee as soon as practicable and in any event before
the Registration Deadline (being 90 PRC Business Days after the Issue Date). In case of any change
in the major clauses of the Deed of Guarantee, the Guarantor shall apply for the amendment
registration. If the registration is not completed on or before the Registration Deadline, each holder
of the Securities will have the right to request the Issuer to redeem all of that holder’s Securities and
will need to rely on the Issuer to source sufficient funds to fully discharge its obligations under the
Securities. See “Risk Factors — If the Guarantor fails to complete the SAFE registration in connection
with the Guarantee, there may be hurdles for cross-border payment under the Guarantee”. 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 Deed of Guarantee.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth the Group’s consolidated capitalisation and indebtedness as at 31
December 2019 and as adjusted to give effect to the issue of the Securities offered hereby and the
DianJian Haiyu Securities. This table should be read in conjunction with the Group’s audited
consolidated financial statements and the accompanying notes, which is included elsewhere in this
Offering Circular.

As at 31 December 2019

As adjusted for the issue
of the Securities and the

Actual DianJian Haiyu Securities
(RMB in (US$ in (RMB in (US$ in
millions)  millions)® millions)  millions)®
Short-term interest-bearing

borrowings ..............c..ceiiieeiin. 72,264.4 10,380.1 72,264.4 10,380.1
Long-term interest-bearing

borrowings™ ... 256,180.7 36,798.1 256,180.7 36,798.1
Equity
Net paid-in capital ............cceeeeeen. 31,988.2 4,594.8 31,988.2 4,594.8
Other equity instrument ................. 0 0 0 0
Incl:

Perpetual bond® ......................... 0 0 2,088.5 300.0

Securities to be issued® ............. - - 3,480.9 500.0
Capital 1€Serve ......oeeevvvveeveinnneeennn. 19,680.6 2,826.9 19,680.6 2,826.9
Less:

Other comprehensive income ...... -921.5 -132.4 -921.5 -132.4
Special 1eServe ......coevevviiuiveeiiiinnne. 38.9 5.6 38.9 5.6
Surplus reserve ........cooevieiiiiiinieennn. 1,078.8 155.0 1,078.8 155.0
General risk reserve ............cco.ooo... 124.7 17.9 124.7 17.9
Unappropriated profit ..................... 26,529.3 3,810.7 26,529.3 3,810.7
Total owner’s equity attributable
to the company ............................. 78,519.1 11,278.6 84,088.4 12,078.5
Minority interests ..........ccoeeevueeeennnes 153,057.0 21,985.3 153,057.0 21,985.3
Total owners’ equity ..................... 231,576.0 33,263.8 237,145.4 34,063.8
Total capitalisation® .................. 560,021.1 80,442.0 565,590.5 81,242.0
(1)  Since 31 December 2019, the Group’s long-term interest-bearing borrowings have increased by approximately 10 per

(2)

3)

4)

(&)

cent. due to the incurrence of onshore indebtedness.

Refer to the aggregate principal amount of the DianJian Haiyu Securities before deducting the commissions and
estimated offering expenses.

Refer to the aggregate principal amount of the Securities before deducting the commissions and estimated offering
expenses.

Total capitalisation equals the sum of the short-term interest-bearing borrowings, the long-term interest-bearing
borrowings and the total owner’s equity.

The translation of Renminbi amounts into US dollar amounts has been made at the rate of RMB6.9618 to US$1.00,
the noon buying rate as set forth in the H.10 statistical release of the Federal Reserve Bank of New York on 31
December 2019.

Except as otherwise disclosed above, there has been no material changes to the capitalisation and

indebtedness of the Group since 31 December 2019.

- 101 -



USE OF PROCEEDS

The Issuer estimates that the net proceeds from this offering, after deducting the fees and
commissions and other estimated expenses payable in connection with this offering, will be
approximately US$498,600,000. The net proceeds will be used (i) for the repayment of the Group’s
existing onshore indebtedness in the PRC; and (ii) as overseas working capital and for overseas

general corporate purposes of the Group.
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DESCRIPTION OF THE ISSUER

FORMATION

The Issuer, in which the Guarantor indirectly owns 48.42% per cent. equity interest as at the date of
this Offering Circular, was incorporated as a business company with limited liability on 29 October
2020 in the British Virgin Islands under The BVI Business Companies Act. The Issuer’s registration
number is 2046862. Its registered office is located at Ritter House, Wickhams Cay II, PO Box 3170,
Road Town, Tortola VG1110, British Virgin Islands.

CORPORATE ACTIVITIES

As at the date of this Offering Circular, the Issuer has not engaged, since its incorporation, in any

material activities.

DIRECTORS

The director of the Issuer as at the date of this Offering Circular is Yan Liang.

SHARE CAPITAL

As at the date of this Offering Circular, the maximum number of shares the Issuer is authorised to
issue is 50,000 ordinary shares with no par value. One ordinary share has been issued for the Issuer.
None of the equity securities of the Issuer is listed or dealt on any stock exchange and no listing or
permission to deal in such securities is being or is proposed to be sought.

FINANCIAL INFORMATION OF THE ISSUER
As at the date of this Offering Circular, the Issuer has not published, and does not propose to publish,
any of its accounts since the Issuer is not required to do so under the laws of the British Virgin

Islands. However, the Issuer is required to keep such accounts and records as its directors consider

necessary or desirable in order to reflect the financial position of the Issuer with reasonable accuracy.
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DESCRIPTION OF THE GROUP

OVERVIEW

The Group is a leading power construction company by revenue in the PRC, primarily engaged in the
provision of surveying, engineering, constructing and operating services for hydropower, thermal
power, new energy, power grid and other infrastructure projects in the PRC and overseas. In
particular, since the 1950s, the Group has participated in over 65 per cent. of the construction of
medium and large hydropower stations and water conservancy projects in the PRC; since the 1980s,
the Group has participated in over 80 per cent. of the preliminary engineering planning, survey and
design work for hydropower and water conservancy construction projects in the PRC. In addition, the
Group also provides its services overseas, covering over 120 countries and regions as at 31 December
2019. In 2020, the Group was ranked 157th on the Fortune Global 500 list.

The Group conducts its business principally through the following five main business segments:

. Construction contracting, engineering design and consultancy: Construction contracting is
one of the Group’s traditional and core business segments. The Group is capable of providing
customised and integrated contracting solutions and services to customers. The Group is a
leading construction contractor in the PRC by revenue with a primary focus on hydropower
projects. In addition to the Group’s expertise in the hydropower field, the Group is also engaged
in, and has developed expertise in, electricity generation using other forms of energy, including
thermal power and wind power, and has also sought to engage in the power grid and other
infrastructure construction businesses. The engineering design and consultancy business is also
one of the traditional and core business segments of the Group. The Group’s core expertise in
this field is the provision of surveying, design, consulting and quality assessment services for
projects in the fields of hydropower, thermal power and new energy.

. Energy project investment and operations: While developing the Group’s construction
contracting business, the Group has expanded into complementary businesses and developed
synergies for organic growth. In particular, the Group has expanded into the business of
investment and operation of hydropower, thermal power, wind power and other renewable
energy projects throughout the PRC, by leveraging its expertise and experience in its traditional
business segments.

. Equipment leasing and manufacturing: The Group’s equipment leasing and manufacturing
business focuses on the manufacture of power generation sets, port cargo and material
transportation equipment, power transmission and distribution equipment, pipes, special
vehicles and welding equipment and leasing such equipment to clients.

. Real estate development: The Group is an integrated real estate developer and operator
involved in land development, property development and property management for residential,
office, retail and hotel properties. The Group principally develops mid-end to high-end
residential properties as the segment’s primary business with commercial properties, pension
properties, hotels and industrial properties as the Group’s secondary business. The Group
implements a cross-regional development strategy across the PRC, focusing its real estate
development business primarily in Beijing while expanding to 20 other cities in China,
including Shanghai, Shenzhen, Nanjing, Wuhan, Changsha, Tianjin, Zhengzhou, Sanya and
Linzhi. The Group also actively participates in the development and construction of affordable
housing with local governments.

. Other business: The Group’s other business segment principally includes other businesses such
as project supervisory services and water environment treatment services.
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The Group primarily focuses on its construction contracting, engineering design and consultancy
business, supported by its other four main business segments. In addition, the Group generated
revenue from businesses not included in its five main business segments, such as import and export
trading of goods and materials, logistics services and rental of fixed assets and properties. For the
years ended 31 December 2017, 2018 and 2019, the Group’s revenue from its five main business
segments amounted to approximately RMB360.8 billion, RMB402.4 billion and RMB462.9 billion,
respectively, and revenue from businesses not included in its five main business segments amounted
to approximately RMB2.1 billion, RMB2.1 billion and RMB2.0 billion, respectively. As at 31
December 2019, the Group had total assets of RMB968.8 billion.

The table below outlines details of revenue of each of the Group’s five main business segments:

For the year ended 31 December
2017 2018 2019

Amount Percentage Amount Percentage Amount Percentage

(RMB in billions, except for percentages)

Construction contracting,
engineering design and

consultancy...........ccooevvnne 298.6 82.8% 3325 82.6% 381.2 82.3%
Energy project investment

and operations.................. 10.7 3.0% 15.3 3.8% 18.0 3.9%
Equipment leasing and

manufacturing .................. 11.0 3.0% 10.2 2.5% 12.1 2.6%
Real estate development........ 20.5 5.7% 21.2 5.3% 24.1 5.2%
Other business .................... 20.1 5.5% 23.1 5.7% 27.6 6.0%
Total ... 360.8 100.0% 402.4 100% 462.9 100%

For the years ended 31 December 2017, 2018 and 2019, the total value of new contracts entered into
by the Group’s main businesses amounted to RMB571.8 billion, RMB640.6 billion and RMB743.3
billion, respectively. As at 31 December 2017, 2018 and 2019, the backlog of the Group’s main
businesses amounted to RMB1,125.0 billion, RMB1,176.9 billion and RMB1,349.8 billion,

respectively.
HISTORY, MAJOR MILESTONES AND KEY AWARDS

The Company was established on 29 September 2011 as a wholly state-owned company in the PRC,
and is under the direct supervision of SASAC. The Company’s formation was a result of a
restructuring and consolidation of Sinohydro Corporation (H B 7K F1|7K 7 & 5 5 B /A ), HydroChina
Corporation (H'[E7K 7 TF2 R M52 /2 7)), certain subsidiaries under the supervision of State Grid
Corporation of China (B]Z #4472 A]) and China Southern Power Grid Corporation Limited (F§ /7 &
#4472 7]) as approved by the State Council of the PRC. The subsidiaries formerly under the supervision
of State Grid Corporation of China and China Southern Power Grid Corporation Limited, which were
consolidated into the Company, provide surveying, designing, construction and equipment

manufacturing services for the power sector in numerous provinces and regions of the PRC.
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Both of Sinohydro Corporation and Hydrochina Corporation have a history dating back to the 1950s.
Sinohydro Corporation was established in 2003 after a reorganisation of its predecessor Hydropower
Construction Bureau, an entity primarily engaged in hydropower survey, design and construction and
other associated entities. Hydrochina Corporation was established in 2003 after a reorganisation of
its predecessor Hydropower Planning Bureau, a government authority responsible for hydropower
development and construction and other associated entities.

The following table sets out the key milestones and awards of the Group:
P O L The Group ranked 200th on the Fortune Global 500 list.
The Group ranked 43rd on the Top 500 Chinese Companies.
The Group ranked 6th on the Engineering News-Record 250 list.
2017 oo The Group ranked 190th on the Fortune Global 500 list.
The Group ranked 42nd on the Top 500 Chinese Companies.
The Group ranked 5th on the Engineering New-Record 250 list.
2018 e The Group ranked 182nd on the Fortune Global 500 list.
The Group ranked 41st on the Top 500 Chinese Companies.
The Group ranked 6th on the Engineering New-Record 250 list.
2019 . i The Group ranked 161st on the Fortune Global 500 list.
The Group ranked 42nd on the Top 500 Chinese Companies.
The Group ranked 5th on the Engineering New-Record 250 list.

2020 i, The Group ranked 157th on the Fortune Global 500 list.

RECENT DEVELOPMENT

Impact of the COVID-19 outbreak

Since December 2019, the outbreak of COVID-19 has widely affected the global economy. Measures
for combating the outbreak, including quarantine of infected and suspect cases, lockdown of cities
with high risks of infection, cancellation of trains and flights and other restrictions on travel and
business operations, have resulted in disruptions in the Group’s supply chain, transportation chain
and shortage of staff, which adversely affected the Group’s operations during the first quarter of
2020. The Group’s business in China has picked up with full resumption of work and operation since
the first quarter of 2020. The Group’s operations overseas are, however, still affected. A number of
overseas projects have been postponed or even cancelled due to the impact of the COVID-19
outbreak.
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With its sufficient liquidity, the Group will aim to achieve its financial targets for the 2020 financial
year despite the COVID-19 outbreak, and will continue to closely monitor the global development of
the epidemic and actively respond to its impact on the Group’s financial conditions and business

results.
Intra-group reorganisation

In June 2020, Wuhan Langold Real Estate Company Limited (74 B & 2% 5 A FR /A7) (“Langold™),
the Company’s subsidiary listed on the Shenzhen Stock Exchange, announced that it will acquire and
merge with its majority shareholder, PowerChina Real Estate Group Ltd. (" [5 7 & Hh 7 48 [ A FR &
F]), which is also a subsidiary of the Company. The purpose of the reorganisation is to integrate the
two companies into one full-scale professional real estate listed company which operates in both
commercial and residential real estate sectors. The transaction is expected to create synergy through
sharing of the two companies’ markets, commercial channels, land reserves and other resources. It is
also expected that with the benefit of economies of scale, Langold will be able to enhance its brand
influence, reduce its financing costs, optimise its financial management and improve its asset quality
after the consolidation.

The exact transaction timeline is yet to be confirmed, subject to the final approval of the China
Securities Regulatory Commission.

In relation to the reorganisation, PowerChina Real Estate Group Ltd. and the Company, which is the
guarantor of the U.S.$300,000,000 4.50 per cent. guaranteed notes due 2021, gave holders of such
notes a notice of meeting dated 16 September 2020 in connection with the solicitation of consents by
an extraordinary resolution of the noteholders for approval of certain amendments to the terms and
conditions of such notes.

Issue of U.S.$300,000,000 3.45 per cent. senior guaranteed perpetual securities by DianJian
Haiyu Limited (EZS# AR AT on 29 September 2020

On 29 September 2020, DianJian Haiyu Limited (B A R/AF]) (“DianJian Haiyu”) issued
U.S.$300,000,000 3.45 per cent. senior guaranteed perpetual securities (the “DianJian Haiyu
Securities”), which are unconditionally and irrevocably guaranteed by the Company. The Company
indirectly owns 58.34 per cent. equity interest in DianJian Haiyu as at the date of this Offering

Circular.
Disposal of interest in Chongqing Expressway

In September 2020, PowerChina Limited, together with its subsidiary Powerchina Road Bridge
Group Co., Ltd. (' EEEELE AR A) (“Powerchina Road Bridge”), approved to dispose of
their 85 per cent. interest in Powerchina Road Bridge Group Chongqing Expressway Construction
Development  Co., Ltd. (PEERGEEEESEAKEZERARAT)  (“Chongqing
Expressway”). The consideration was RMB6,269.60 million. Following the completion of this
transaction, PowerChina Limited no longer has any direct interest in Chongqing Expressway, while
Powerchina Road Bridge continues to retain a 15% equity interest in Chonqing Expressway.
Chongqing Expressway is no longer consolidated in the consolidated financial statements of the
Group.
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The third quarter report for the year 2020

The Group recently prepared its consolidated unreviewed third quarter financial statements for the
period ended 30 September 2020 (the “September 2020 Financial Information”). For the avoidance
of doubt, the September 2020 Financial Information is not and shall not be deemed to be incorporated
by reference or otherwise included in this Offering Circular. Such information has not been subject
to an audit or review by any independent auditor and does not provide the same quality of information
associated with information that has been subject to an audit or review. The selected financial data
explained below were extracted from the management accounts of the Guarantor, and are not to be,
and should not be, taken as an indication of the expected financial condition or results of operations
of the Guarantor for the full financial year ending 31 December 2020. None of the Joint Lead
Managers or their respective affiliates, directors, employees and advisers has independently verified
or checked the September 2020 Financial Information and can give no assurance that such
information is accurate, truthful or complete.

In the September 2020 Financial Information, the Group recorded a significant decrease in
non-current assets due within one year as at 30 September 2020 as compared to 31 December 2019,
as a result of the expiration of quality deposits and receivables for BT projects. As at 30 September
2020, the Group’s inventories decreased as compared to 31 December 2019, mainly due to the change
of accounting principles. The Group’s accounts receivable financing decreased as at 30 September
2020 as compared to 31 December 2019, due to the expiration of factoring accounts receivable. As
at 30 September 2020, the Group’s short-term borrowings increased compared with 31 December
2019, mainly due to the increase in demand of funds in the short term. The Group’s other current
liabilities increased as at 30 September 2020 as compared to 31 December 2019, as a result of the
increase in short-term bonds payable. The Group’s other non-current liabilities increased as at 30
September 2020 as compared to 31 December 2019, due to the increase in bonds payable. As at 30
September 2020, the Group’s long-term borrowings increased as compared to 31 December 2019, as
a result of its increased debt financing need in connection with its investment growth. The Group’s
other payable increased as at 30 September 2020 as compared to 31 December 2019, which was in
line with the Group’s business growth. The Group’s notes payable increased as at 30 September 2020
as compared to 31 December 2019, due to the increase in bank acceptance bills. The Group’s
estimated liabilities increased as at 30 September 2020 as compared to 31 December 2019, as a result
of the increase in discard expenses and estimated contract execution amount.

For the nine months ended 30 September 2020, the Group’s operating costs and fee and commission
expenses increased as compared to the corresponding period in 2019, as a result of the expansion in
the Group’s business scale. The Group’s interest expense and financial expenses increased during the
nine months ended 30 September 2020 as compared to the same period in 2019, mainly due to the
expansion in the Group’s loan scale. For the nine months ended 30 September 2020, the Group’s
investment income and foreign exchange gains reduced as compared to the same period in 2019, as
a result of foreign currency translation. The Group’s credit impairment loss increased during the nine
months ended 30 September 2020 as compared to the same period in 2019, mainly due to the increase
in impairment loss of other receivables. During the same period, the Group’s asset impairment loss
increased as compared to the same period in 2019, mainly due to the increase in provision for
inventory impairment. The Group’s assets disposal income decreased during the nine months ended
30 September 2020 as compared to the same period in 2019, as a result of the decrease in gains from
disposal of non-current assets. The Group’s non-operating income decreased during the nine months
ended 30 September 2020 as compared to the same period in 2019, mainly due to the decrease in
government subsidies and decrease in gains from scrapping of non-current assets.
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Construction of a hydroelectric dam on Yarlung Zangbo river

On 16 October 2020, the Guarantor signed a strategic cooperation agreement with the Tibet
Autonomous Region government on the construction of a hydroelectric dam on the Yarlung Zangbo
river to enhance hydropower development.

Establishment of Hebei Xiong’an Baiyangdian Ecological and Environmental Protection Fund
(Limited Partnership)

On 6 January 2021, PowerChina Limited announced the proposed establishment of Hebei Xiongan
Baiyangdian Ecological and Environmental Protection Fund (Limited Partnership) (-t /E%e (1

ARBIRIRIEE(APR S %)), in cooperation with other investors including Hebei Xiongan Industrial
Investment Guidance Fund (Limited Partnership) (W/dCE% £ &5 ERE S HRAH)), China
Communications Construction Company Limited (B3¢ &M ARA ), Qihui Huaxing
Investment (Beijing) Company Limited (RCFEZERLE L) ABR/AR]), China Life Insurance
Company Limited (* B A 7F 0B A0 FR/ZA ), China Xiongan Group Fund Management Co., Ltd.
(B 2 4 B 4 A PR /A 7)), and China Life Industry Investment Management Co., Ltd. (%
EEREE AR/, Hebei Xiong’an Baiyangdian Ecological and Environmental Protection
Fund (Limited Partnership) is expected to have a term of fifteen years from the date of its
establishment and to invest in ecological and environmental protection projects in Baiyangdian
watershed, covering water, solid waste treatment and other industries. The exact transaction timeline
is yet to be confirmed, subject to registration filings.

Establishment of PowerChina Northern Investment Co., Ltd.

In January 2021, the Guarantor established a wholly-owned subsidiary, PowerChina Northern
Investment Co., Ltd. ((F'EIE@EEE I HEHFFRAA), with a registered capital of RMBS5 billion.
PowerChina Northern Investment Co., Ltd. will engage in regional investment coordination, high-end
marketing and major project supervision with the goal to enhance the Group’s overall
competitiveness in the regional market and core competitiveness of subsidiaries.

GROUP STRUCTURE

The following simplified group structure chart indicates the shareholder structure of the Issuer, the
Company and its major subsidiaries as at the date of this Offering Circular:
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(1) PowerChina Limited has an effective shareholding of 83.00% in Powerchina Road Bridge Group Co., Ltd. through direct
shareholding and indirect shareholding through the shareholding of the subsidiaries of PowerChina Limited in
Powerchina Road Bridge Group Co., Ltd..

COMPETITIVE STRENGTHS
The Group believes that it possesses the following competitive strengths:

Favourable policies from the PRC government ensuring the Group’s continuous business
development

The Company is a state-owned enterprise under the direct supervision of SASAC, with an operating
history dating back to the 1950s. Out of the nine members of the senior management team of the
Company, eight were appointed by SASAC. The Company’s formation was a result of a restructuring
and consolidation of Sinohydro Corporation, HydroChina Corporation, certain subsidiaries under the
supervision of State Grid Corporation of China and China Southern Power Grid Corporation Limited
as approved by the State Council of the PRC. The subsidiaries formerly under the supervision of State
Grid Corporation of China and China Southern Power Grid Corporation Limited, which were
consolidated into the Company, provide surveying, designing, construction and equipment
manufacturing services for the power sector in numerous provinces and regions of the PRC. The
Company benefits from the efforts of consolidating the state’s resources in the power sector.

The Group maintains its strategic position in the PRC’s infrastructure construction industry. Since the
1950s, the Group has participated in over 65 per cent. of the construction of medium and large
hydropower stations and water conservancy projects in the PRC; since the 1980s, the Group has
participated in over 80 per cent. of the preliminary engineering planning, survey and design work for
hydropower and water conservancy construction projects in the PRC. As at 31 December 2019, the
Group has nine national research institutions, 90 provincial research institutions, nine post-doctoral
stations, 107 subsidiaries recognised as high-and-new technology centres at the provincial level, all
of which contribute to China’s technology innovation and development. In addition, the Group has
been engaged in the formulation and standardisation of technical standards and procedures for
hydropower and wind power industries in China. The Group is also one of the main parties
formulating the PRC railway project standards.

Capitalising on its long history with the PRC government and being a state-owned enterprise, the
Group is well positioned to leverage on the close sino-foreign cooperative relationships between the
PRC and other developing countries with governmental and regulatory assistance and benefits which
are favourable to the Group’s business. Over the years, the Group’s involvement in and undertaking
of a wide range of cross-border contracting projects have further strengthened such governmental
ties, which is advantageous to its business development. In China, the Group is also involved in
various significant construction projects, such as the Three Gorges Water Control Project, the
South-to-North Water Diversion Project and the Beijing-Shanghai High-Speed Railway. Further, the
Group completed survey and planning work for construction projects along the Yangtze River, Yellow
River, Huai River, Pearl River and other inland and border rivers.

The Group has benefited from the PRC government’s key policy initiatives, such as the “West-East
Electricity Transfer Project” and “South-to-North Water Diversion Project”, as part of the PRC
government’s “Great Western Development Strategy”, which brings various development
opportunities to the Group in Western China. The Thirteenth Five-year Plan (“ = 1. ##l) sets out
certain targets and plans benefiting the development of hydropower, wind power and energy in China,
including: (i) prioritising and actively developing the hydropower generation industry in compliance
with ecological protection policies, to improve the global influence and competitiveness of
hydropower generation in China; (ii) developing and utilising wind power effectively and
continuously increasing the percentage of wind power in the total energy consumption; and
(ii1) specifying the safeguard measurements for the achievement of goals in energy development.
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A dominant market position with a sound reputation and an established brand in the PRC

The Group is a dominant hydropower construction contractor and engineering designer in China.
Since 2009, the Group has maintained a level “A” grading for the comprehensive evaluation of results
of operation conducted by SASAC. The Group has won numerous awards and built up an established
reputation from its proven track record. In 2020, the Group ranked 157th on the Fortune Global 500
list. As at 31 December 2019, the Group has been awarded 112 state-level Science and Technology
Progress awards, and 2,722 provincial level Science and Technology Progress awards. The Group’s

strengths in its key business segments include:

. Construction contracting, engineering design and consultancy: Since the 1950s, the Group has
participated in over 65 per cent. of medium and large hydropower stations and water
conservancy construction projects in the PRC; the Group has also participated in approximately
60 per cent. of the new energy development projects and approximately 50 per cent. of the
thermal power station construction projects in the PRC. Since the 1980s, the Group has
participated in over 80 per cent. of the preliminary engineering planning, survey and design
work for hydropower and water conservancy construction projects in the PRC. The Group has
also participated in approximately 50 per cent. of the engineering and design projects for wind

power stations.

. Energy project investment and operations: The Group has made investments in this business
segment of over RMB14.3 billion in 2019, and maintains and controls power design and

construction units with a unit capacity exceeding 15,550MW.

. Equipment leasing and manufacturing: The Group’s equipment leasing and manufacturing
business involves over 2,000 sets of equipment. In addition, the Group was accredited with the
status of a qualified participant in the financial leasing pilot project led by the Ministry of
MOFCOM and the State Administration of Taxation, which allowed non-financial institutions

in the PRC to participate in the financial leasing business.

. Real estate development: The Group has established its real estate development business
presence in various first-tier cities, building up strong brand recognition in Shenzhen, Beijing,
Shanghai, Guangzhou, Tianjin, Guiyang, Wuhan, Nanjing, Chengdu, Zhengzhou, Kunming,
Sanya and Changsha by participating in various real estate development projects in these

regions.

. Other business: The Group’s other business segment principally includes other businesses such

as project supervisory services and water environment treatment services.

The Group also experienced strong growth in its non-core business segments. The Group won the bid
for Zhongshan — Kaiping Expressway and a number of major expressway, light rail traffic and other
infrastructure projects, and made a breakthrough in the urban water and environmental protection and

ecological management sector.
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Established international network and market position further boosted by the PRC
government’s “Go Global” and “Belt and Road initiative”

The Group is one of the largest contractors by revenue in the world. As at 31 December 2019, the
Group had a large business network spanning over 110 countries and regions worldwide. In 2019,
based on the Engineering New-Record’s top 150 world engineering design companies list and the
Engineering New-Record’s top 250 global contractors list in terms of total construction contracting
revenue in the previous calendar year regardless of where the projects were located, the Group ranked
2nd and 5th, respectively, which was a first globally in the energy sector. In 2019, based on the
Engineering New-Record’s top 225 global design firm list in terms of total design-specific revenue

regardless of where the projects were located, the Group ranked 16th.

The Group gained extensive experiences and risk control capabilities in international operations. In
2019, the Group’s international operations grew steadily with an operating income of RMB111.6
billion throughout the year, and a newly signed contract value of approximately RMB251.6 billion.
In light of the PRC government’s “Go Global” and “Belt and Road Initiative”, the Group accelerated
its international market developments by emphasising on high-end markets. The Group has been
appointed by the PRC Government and other overseas governments to implement national or regional
energy, power, water conservancy and hydropower, new energy and other development plans in more
than 22 countries. As at 31 December 2019, the Group is involved in 1,863 projects in 48 countries
covered by the “Belt and Road Initiative”. The Group is involved in the development of the
China-Pakistan Economic Corridor, the Asian Railway Interconnect, Southern Laos River Cascade
Hydropower Station, Indonesia Masakazu High Speed Rail, Venezuela kavre fuel gas station and
other major projects. The Group has also entered into agreements in relation to the Felou Power
Station in Mali, the Emergency Coal-fired Power Plant in Qasim Port, the China-Laos Railway, the
Jakarta-Bandung High-speed Railway and other major overseas projects. In 2019, the Group signed
new contracts for overseas projects amounting to RMB251.6 billion.

Integrated business model across various phases of infrastructure construction enhances
operating efficiency and improves flexibility to capture development opportunities

The Group has an integrated business model that offers comprehensive services across various phases
of infrastructure construction, covering planning and survey, design and consultancy, supervision,
construction and installation, procurement and manufacturing and operation and maintenance. The
Group believes that its integrated business model allows it to maximise its profit along the entire
project construction process, mitigate the risks associated with operating a single service line and
avoid the negative impact of a downturn in the economic cycle. The integrated business model also
allows the Group to have the flexibility to readily capture development opportunities and enhance its

operating efficiency and competitiveness.

Rigorous expertise, innovation ability and relatively high barriers of entry

With over 60 years of operation in the industry and involvement in various key power station design
and construction projects, both in China and overseas, the Group has accumulated extensive
experience and expertise, developed internationally advanced technologies and demonstrated strong
research and development ability in the design and construction of hydropower, thermal power and
power grid projects.
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The Group has an extensive presence in hydropower and water conservancy projects in China and
overseas. In addition, the Group has developed advanced technologies in hydropower and water
conservatory projects and other construction projects, and established itself as a leader in
technologies in earth excavation, electrical equipment manufacturing and installation, dam
construction technology and similar areas. The Group is also able to provide general contracting
services. In order to increase its technological reserve and enhance its core competitiveness, the
Group, through various projects including the Xiluodu Hydropower Station, the Xiangjia Dam
Hydropower Station, the Jinping Hydropower Station 1, the Ciha Gorge Hydropower Station, the
Waterfall Channel Hydropower Station, the Shuangjiangkou Hydropower Station, the South-to-North
Water Diversion Project Middle Route Shahe Flume Project and Middle Route Connection Project,
the Beijing-Shanghai High-speed Railway Project and the Shenzhen Metro Project, continued its key
technology research and developments in the hydropower, water, railway, highway, urban rail and
bridge sectors. Such technological advances include the high density concrete plate dam shock
resistant technology, extra deep complex layer drilling technology, super high side slope construction
technology, key diversion technologies (for South-to-North Water Diversion Project), key high-speed
railway construction technology, shield tunneling type selection and shield tunneling technologies
(for Line 7 of Shenzhen Metro Project), all of which further promote the technical level and
production efficiency of the Group in various business sectors.

By implementing the innovation-oriented strategy, the Group made great progress in its innovation
and technological transformation capability. In 2019, the Group won 3 state-level Science and
Technology Progress awards and 471 provincial level Science and Technology Progress awards, and
was granted 14,841 patents and 2,383 software copyrights, including 2,189 innovation patents. In the
power sector, the Group maintained its leading position and developed a number of core and
cutting-edge technologies. In the infrastructure sector, the Group has also established its leading
position in key highway construction and shield tunnelling control technologies.

As at 31 December 2019, the Group has nine national research institutions, 90 provincial research
institutions and nine post-doctoral stations. The Group believes that its advantages in terms of
experience and expertise, technology and project execution ability allow itself to be efficient and
effective, to increase its profits and to provide higher value-added services.

In addition, partially as a result of the high standards required in the business operation in terms of
qualification, machinery and equipment, advanced technologies, management and qualified
personnel, the barriers of entry to the construction contracting business are relatively high.
Enterprises with less experience or which are smaller in size are likely to find it difficult to enter this
market. This has enabled the Group to establish a dominant market presence in the power plant
construction contracting business, in particular in the hydropower construction contracting field.

Strong liquidity position and prudent financial management

The Group has a strong liquidity position supported by access to various sources of capital. The
Group principally obtains its funding through bank loans and bonds issuances, as well as from the
equity capital market in the PRC. The Group has entered into strategic cooperation agreements with
various PRC financial institutions, including Bank of China, Industry and Commercial Bank of
China, China Construction Bank, Bank of Communications of China, China CITIC Bank, The
Export-Import Bank of China, China Development Bank, Ping An Insurance (Group) Company of
China, Ltd., Agricultural Bank of China and China Minsheng Bank. As at 31 December 2019, the
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Group had obtained credit lines of around RMB1,050 billion in aggregate from more than ten
state-owned banks and other banks in China, out of which over RMB570 billion remained unutilised
as at the same date. The Group also actively participates in the international debt capital markets,
raising over US$2 billion since 2014.

In addition, the Group monitors and controls its indebtedness and relevant financial ratios to lower
its risks in relation to its indebtedness through well-managed term of financing and currencies. The
Group also implements central management of its cash to increase the efficiency of cash utilisation
and lower the financing costs.

Professional management team and sound corporate governance

The Group is managed by a team of experienced professionals. The Group has a strong commitment
to continue to build an experienced management team with an innovative and international
perspective. The senior management of the Company have more than 30 years’ experience on average
with proven track records in several business segments of the Group.

The Group has established prudent corporate governance and effective risk management systems to
reduce its exposure to various risks inherent in the industries and areas in which the Group operates.
The Standing Committee of Party (32 Z: ) is currently the decision-making body responsible for
making the key decisions of the Company. The Group has established a prudent and integrated risk
management system to ensure that it understands, measures, monitors and mitigates the various risks
arising from its operations. Policies and guidelines have been developed to identify, analyse, appraise
and monitor the changing risks that the Group faces. The Company has established a legal and risk
management department to supervise the overall risk management and internal control of the Group.

BUSINESS STRATEGIES

The Group continues to follow the principle of global operation, sustainable development and
efficiency in offering solutions to its PRC and foreign clients and contributing to the development of
clean energy and environmentally-friendly practices. The Group will also promote sustainable global
development and strive to become a world-leading construction company which is competitive and
efficient in the power, water, environmental protection and infrastructure sectors. The Group intends
to strengthen its dominant market position and enhance its future prospects through the following
business strategies:

Continue expanding the Group’s international operations

In response to the PRC government’s “Go Global” and “Belt and Road Initiative”, the Group intends
to further expand its presence in the overseas markets. The Group intends to further develop its
international operations through expanding its international business scope from traditional
contracting services to areas such as mining, integrated coal mining and coal-fired power generation,
as well as new energy resources development. The Group may consider acquisition if proper targets
are identified.

Meanwhile, the Group intends to solidify and strengthen its leading position in the international
contracting market. Leveraging its integrated business model, competitive cost structure, and strong
research and development capabilities, the Group believes that it is well positioned to benefit from
the growing demand for qualified contractors and to maintain a strong growth momentum in the
industry.
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Consolidate its leadership in the hydropower sector to improve profitability

The Group intends to further consolidate its leading position in the value chain of the hydropower
sector, by focusing on the sections with high value-added products/services, in order to improve the
Group’s profitability. The Group will seize the business opportunities arising from the development
of major hydropower, thermal power and new energy projects, strengthen its competitive advantages
and increase its market share by drawing on its extensive expertise in the relevant industries. In
addition, under the principle of energy-saving and environmental protection, the Group will increase
its expenses in innovation and development to improve the quality of its traditional products and
ensure sustainable development of its traditional businesses by utilizing new intelligent
interconnection technologies. The Group believes enhancing its services in this business segment
through increased investment in its comprehensive project planning, research and development, and

design will improve its profitability.

Increase investment in research and development and innovation to maintain the leading
market position

The Group believes that its use of advanced technologies and its continued upgrade of equipment are
vital to maintaining and further developing of its competitiveness. The Group intends to focus on
technologies and equipment that are critical to enhancing the Group’s ability in renewable energy
development, particularly in water resources development and management.

Continue to invest in research and development and technology innovation

The Group believes that utilisation of advanced technologies is vital to maintaining and further
developing of its competitiveness. The Group will continue to invest in its research and development
efforts and technology innovation, focusing on developing proprietary key technologies, particularly
in the area of development of renewable energy. The Group will closely monitor the industry trend
and communicate with its clients from time to time so that it can refine and adjust its investments in

research and development to maximise its return.

Improve the Group’s risk control system and project management to safeguard work quality
and corporate reputation

The Group has adopted a strategy of developing its position as a leader in the international renewable
energy development and construction industry, particularly in the hydropower sector, as a key player
in infrastructure construction in the international market, as a leader in the power sector and in water
resources development projects in China, and as an important enterprise in the PRC real estate
market. The Group will continue to reinforce its risk control system and project management by
overseeing various essential stages of the development process led by itself, its subsidiaries and
third-party contractors. The Group believes that its active involvement in the business processes helps
to ensure quality and punctual delivery of products to customers, which contributes to the continuous

maintenance and improvement of its corporate reputation.
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CONSTRUCTION CONTRACTING, ENGINEERING DESIGN AND CONSULTANCY

Construction contracting is one of the Group’s traditional and core business. The Group provides
customised and integrated contracting solutions and services to customers. The Group is a leading
construction contractor by revenue in the PRC, with a primary focus on hydropower projects. Beyond
its expertise in the hydropower field, the Group is also engaged in, and has developed expertise in,
electricity generation using other forms of energy, including thermal power and wind power, and has
also sought to engage in the infrastructure construction business. Since the 1950s, the Group has
participated in over 65 per cent. of the construction of medium and large hydropower stations and
water conservancy projects in the PRC. The Group was mandated for approximately 50 per cent. of
thermal power stations construction projects and 60 per cent. of new energy construction projects in
the PRC.

The Group’s core expertise in the engineering design and consultancy includes provision of
surveying, design, consulting, and quality assessment services for projects in the fields of
hydropower, thermal power and new energy, with a particular focus on and expertise in hydropower
projects. Since the 1980s, the Group has participated in over 80 per cent. of the preliminary
engineering planning, surveying and designing work for hydropower and water conservancy projects
in the PRC. The Group believes that it benefits, and will continue to benefit, from the PRC
government’s policy initiatives in strategically developing the central-western and north-eastern
regions of China and the increased urbanisation of such regions.

As a general contractor, the Group typically assumes responsibility for overall project management
and supervision, including design and quality control and the provision of technical services. The
Group employs its project management department, which includes engineers and specialised
technicians, to act as the project manager and to monitor the construction of each phase of a project.
This ensures that the work is carried out in conformity with technical specifications, the Group’s
quality and safety standards and the proposed construction schedule.

For the years ended 31 December 2017, 2018 and 2019, the revenue of the Group’s construction
contracting, engineering design and consultancy business amounted to RMB298.6 billion, RMB332.5
billion and RMB381.2 billion, respectively, representing approximately 82.8 per cent., 8§2.6 per cent.
and 82.3 per cent. of the Group’s total revenue from its main businesses for the same periods,
respectively. For the same periods, gross profit of the Group’s construction contracting business
amounted to RMB34.2 billion, RMB37.5 billion and RMB41.3 billion, respectively, representing
approximately 73.7 per cent., 70.2 per cent. and 69.1 per cent. of the Group’s total gross profit from
its main businesses for the same periods, respectively.

Hydropower construction contracting

The Group’s experience, expertise and know-how in the development of hydropower and water
conservancy projects in the PRC have established the Group as a leader in the PRC’s hydropower
industry and additionally contributed to China’s leading position in the hydropower industry in terms
of installed capacity in the world. Since the 1950s, the Group has participated in over 65 per cent.
of the construction of medium and large hydropower stations and water conservancy projects in
China, with a total installed capacity exceeding 200,000MW. Landmark projects of the Group include
the Three Gorges Water Control Project, Xiaolangdi Water Control Project, First Phase of
South-to-North Water Transfer Project and the hydropower stations at Longtan and Ertan. In 2015,
the Group entered into an EPC contract in relation to the Yangfanggou Hydropower Plant, the first
major hydropower plant under the EPC model in PRC.
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The Group has benefited from the PRC government’s key policy initiatives, such as the “West-East
Electricity Transfer Project” and “South-to-North Water Diversion Project”, as part of the PRC
government’s “Great Western Development Strategy”, which brings various attractive development
opportunities to the Group in Western China. The Thirteenth Five-year Plan (“+ =7 #1#() sets out
certain targets and plans benefiting the development of the hydropower, wind power and energy
sectors in China, including: (i) prioritising and actively developing the hydropower generation
industry in compliance with ecological protection policies to improve the global influence and
competitiveness of hydropower generation in China; (ii) developing and utilising wind power
effectively and continuously increasing the percentage of wind power in the total energy
consumption; and (iii) specifying the safeguard measurements for the achievement of goals in energy
development. The Group’s expertise and involvement in major policy initiatives have resulted in a

steady increase in revenue for its hydropower construction contracting business.

The table below sets out certain representative projects of the Group’s hydropower construction
contracting business as at 31 December 2019:

Project Name Brief Description

Middle Route Project of the South-to- This project was a large-scale water diversion project,

North Water Diversion channeling a portion of the Yangtze River to the Northern
(FEKAET AR AR o and Northwestern regions of China.

Xiangjiaba Hydropower Station This power station is powered by large 800MW
(T ZEIFEIKBEI) oo hydroelectric generating sets, and ranks among the largest

hydropower stations in the PRC and the world.

Three Gorges Water Control Project This project was a pivotal waterworks project with the
(K FIEAR TR oo integrated functions of flood control, power generation and
navigation. It has a total reservoir capacity of 39.3 billion
cubic metres. There are 26 combined flow generation units
on the ground level with an aggregate installed capacity of
18,200 MW, making this project the biggest hydropower
project in the world and the biggest construction project
ever undertaken in China. The Company contracted to build
the major dam, water transmission tunnels, canal locks,
facilities on both banks, underground facilities, mixer
system, artificial aggregate system, the coffer dam works,
metal structures and generation units. This project received
the National Award for Outstanding Welding Works and the
China Award for Power Technology in 2002. In 2009, it
received the Top 100 Classical and Masterpiece Works
Undertaken in the Sixty Years Since Establishment of the
PRC award.
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Project Name

Brief Description

Xiaolangdi Water Control Project

CUMNRJEAR R TAR).

Longtan Hydropower Station

(FEBEZK I

Ertan Hydropower Station

T 2 I

Shuibuya Hydropower Station
ORATBERIKBEIE) oo

Gongbo Gorge Hydropower Station
(BRI FEI) oo

Tai’an Pumped Storage Hydropower
Station (ZFLHIKEFERI) .ooveen

Zipingpu Pivotal Waterworks Project
CEPPSHAKRIMRA TAR). o

Hongjiadu Hydropower Station
(PEZRPERTEI) oo

This project has a total reservoir capacity of 12.65 billion
cubic metres and an installed capacity of 1,800 MW. In
2009, it received the Top 100 Classical and Masterpiece
Works Undertaken in the Sixty Years Since Establishment
of the PRC award, as well as the Award for Outstanding
Water Project presented by the China Water Engineering
Association.

This project was named as a Roller Compacted Concrete
Project International Milestone in 2007 and received the
gold medal in the Sichuan Province Tianfu Cup for
Construction Works in 2008.

This project received the grand prize in the 6th Assessment
for the Zhan Tianyou Civil Engineering Award in 2005.

This project was awarded the Hubei Province Premium
Grade Prize for Technological Advancement in 2007 and the
Zhan Tianyou Civil Engineering Award in 2009.

This project received the Luban Prize for Construction
Works in China and the China Award for Outstanding
Engineering Quality of Electricity Projects and the Zhan
Tianyou Civil Engineering Award in 2007 as well as the
gold prize in the China Award for Outstanding Engineering
Quality in 2009.

This project was awarded the Luban Prize for Construction
Works in China and the China Award for Outstanding
Engineering Quality of Electricity Projects in 2009.

This project was named an International Milestone Project
in 2009.

This project was awarded the Luban Prize for Construction
Works in China and also the grand prize in the 8th
Assessment for the Zhan Tianyou Civil Engineering Award
in 2008.

Thermal power and new energy construction contracting

In addition to the Group’s expertise in the hydropower field, the Group is also engaged in, and has
developed expertise in, power generation using other forms of energy, including thermal power, wind
power and photovoltaic energy. Most of the Group’s members conducting thermal power and new
energy construction contracting business are accredited with the qualification of Grade One Power
Projects General Contractor (&) T TAUK L —# & H). In particular, the Group has received
several awards such as the Luban Award, National Gold Prize in Quality (% #4842 4%), Excellent
Engineering Enterprise in Power Construction at the national level (2B Jj a8 i T2%),
Excellent Enterprise in Construction Project Quality Management at the national level (2B T.f2#
RUE B PEME 5 {2 3) and AAA Credit Enterprise in Construction Industry at the national level (%

B EAAARSE ).
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The table below set out certain representative projects of the Group’s thermal and new energy
construction contracting business as at 31 December 2019:

Project Name Brief Description

Jiangsu Rudong Offshore Wind Power This offshore wind power project had a total installed
Plant (VLARUNH AT )R B2 ERK)...... capacity of 150MW, coupled with a 100kV offshore booster
station.

Longyangxia Complementary 320MW This project involved the construction of a large
Photovoltaic-HydroPower Station complementary  photovoltaic-hydro  power  station,
(FEF /K6 H 320K FLYEAR B ) .. improving the development and utilization of renewable

energy resources through coordinated operation of
hydropower station and photovoltaic power station.

Kaiyuan Power Plant 2x300 MW This project was China’s first localised 300 MW circulating
Project (BA% FEM2x300JKFL T#2) ... fluidised bed boiler project recognised by the NDRC. The
project received the China Award for Outstanding
Engineering Quality of Electricity Projects and the Luban

Prize in 2007.

Ningxia Lingwu Power Plant Phase II The Group believes this was the world’s first project for an

- 2x1,000 MW Project ultra-supercritical air-cooling coal-fired generation unit of
(EH FEREM _M2x1,000JKFL T the 1,000 MW scale. The project has been nominated for the
FE) e Outstanding Engineering Quality Award of China.

Tianjin Beijiang 2x1,000 MW This project was among the first pilot cyclical economy
Generation Unit units of China and received the China Award for
(REACEE2x 1,000 8 FLAEA) ............. Outstanding Engineering Quality of Electricity Projects in

2011.

Sichuan Baima 1x600 MW Circulating This project was a demonstration project for 600 MW

Fluidised Bed Demonstration circulating fluidised beds in China.
Project (PUJ1| F 55 1x600JK FL A & Ji
AERIRBEE TR e

Pingdingshan Luyang Power Plant This project utilises what the Group believes to be the
Phase I 2x1,000 MW Project biggest “TI” boiler in China. It received the National Award
CPTELL &P FER—12x1,000JK L L. for Outstanding Welding Works and the Award for
) ot Outstanding Hoisting Assembly Works awarded by the

China Association of Engineering, Construction and
Welding in 2011 and the China Award for Outstanding
Engineering Quality of Electricity Projects in 2012.

Qinbei Power Plant Phase I Project The Group believes this was China’s first localisation
QLA TERE— B TAEIEE) o support project for 600 MW supercritical coal-fired
generation units. It received the China Award for
Outstanding Engineering Quality for Electricity Projects

and the Luban Prize in 2006.

Huaneng Gong Hexianphotovoltaic The Group believes these were China’s first 10 million
power generation projects................ kilowatts of photovoltaic power generation projects.
Zhejiang Jiangxia Power Plant ............ The Group believes this was China’s first tidal power plant.
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Infrastructure construction contracting

The Group is also engaged in the infrastructure construction contracting business. It provides

comprehensive services to its customers, including surveying, designing, manufacturing,

construction and logistics. The Group has been involved in a series of landmark projects across a
wide variety of infrastructural fields, including railways, roads and airports. The Group participated
in the construction of “Belt and Road Initiative” key projects including the Sino-Laos railway and the
Ya Wan high-speed railway.

The table below sets out certain representative projects of the Group’s infrastructure construction

contracting business as at 31 December 2019:

Project Name

Brief Description

Yushu Post-Earthquake Reconstruction

Projects (EA KR EEIHBERE) ..........

Shenzhen Metro Line No. 7 Project (¥
DIHLELT R oo

Quzhou-Changshan Railway in
Zhejiang Province

CHI LA W SRS AR

Beijing-Shanghai High-Speed Railway
CRUUE R ) oo

New Passenger Line of the
Nanjing-Hangzhou Railway
CHT 2 B A 2N B R AR TR

Terminal Concourse for the New
Guiyang-Guangzhou Railway

T2 35 0 22 o N B i AT TR L

Yanshan-Pingyuanjie Highway
(WL 2P R A B TR ..

This
construction projects to build over 1,000 housing units for

large-scale series of projects comprised 97

farmers and herdsmen affected by the earthquake.

This project was one of the key projects under the
Shenzhen Rail Transit Phase-III Program.

This railway has a total length of 42.613 km.

This is one of the longest high-speed railways under
construction in the world with the total construction
mileage exceeding 1,300 km.

This is a high-speed railway newly built by the then
Ministry of Railways and governments of Jiangsu Province
and Zhejiang Province to satisfy the fast growing demand
for an inter-city railroad network in the Yangtze River
Delta.

This is

southwest China and the coastal southern China area.

an important inter-regional railroad linking

This 67.13 km long highway was a major passage linking
Yunnan Province with the coastal region of Guangxi
Province. The project received the silver prize in the
China’s Award for Outstanding Engineering Quality in
2006.
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Project Name

Brief Description

Mianxian-Ningqiang Highway
(IR R SR A R TE) ..

Hanjiang River Bridge-Gate Project (J#

TIAGR LR e

He An Highway
(B LR BARE TR .

Hechi (Shuiren) to Nanning Hig
in Guangxi

(ETE (KA B = m L

Songming-Daibu Highway
(TR AR TR

hway

% T

Fu An Feeder Road to Fuding-Ningde

Highway

(R B o 2 AT TR TR L

Wuyishan-Shaowu Highway in Fujian

Province (ff 2 ECHE R LA B%)

This project was an important part of the National Trunk
Highway No. G040 linking Erlianhaote and Hekou, one of
the five south-north passages planned by the PRC
government. It was a priority transportation infrastructure
project under the Tenth Five-Year Plan of Shaanxi
Province. This project received the silver prize in the
China’s Award for Outstanding Engineering Quality in
2007.

The overall work volume of this project makes it the
second largest bridge-gate in the world and the biggest one
of its kind in China. It received the Luban Prize for
Construction Works in China in 2008. All of the works of
this project were undertaken by the Company.

He An Highway was a priority project under the Ninth
Five-Year Plan of the PRC.

This project was an important part of the “Two North-
South and Two East-West Trunk Highways” and “Three
Important Road Sections” planned by the PRC
government, and also a passage linking China to the
countries of the Association of Southeast Asian Nations. It
received Grade I Prize for Outstanding Surveying Works
and Grade II Prize for Outstanding Design for Highway
Building awarded by the Ministry of Communications of
China in 2007-2008.

This is an important highway linking Yunnan Province to
Southwest Asian countries and South Asian countries. It is
also an important section of the National Trunk Highway
No. GZ40 in Yunnan Province and of the Chongqing-
Kunming Highway (No. G85).

Fuding-Ningde Highway in Fujian Province forms an
important part of the coastal national trunk highway
extending from Tongjiang to Sanya. It is one of the
highway sections that involve complex highway
construction work in the PRC.

This 91.72 km long project is an important part of the
highway network (including three running in the north-
south direction and four in the east-west direction) in
Fujian Province and is also a feeder line to the planned
Beijing-Taipei Highway and the Fuzhou-Yinchuan
Highway. It was built by the Company under a turnkey
contract.
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Project Name

Brief Description

National Highway No. 318
Qionglai-Mingshan Highway
(3E 318 HR IR A 2 44 L R A B )

Guangzhou Metro No. 2 and

No. 3 Lines

(R L8 — SR = SRR TR ...

Tianjin Metro No. 2 Line
(R AR TAR)

Xi’an Fast Railroad
Phase I Project

No. 2 Line,

(P52 T 3R T PRI S — R AR — )

Pudong International Airport, Shanghai
(VAR RS TR

Jieyang Chaoshan Airport Project
BB RIS TAR) o

Kunming New Airport Project

(RRWIH i TAR)

This was the first BOT highway project in the Chengdu-
Chongqing Economic Zone approved to be set up by the
State Council of China. The Company undertook this
project on the basis of a BOT contract.

The Guangzhou Metro No. 2 Line project utilised a
number of sophisticated technologies used in China and
across the globe.

Tianjin Metro No. 2 Line is the east-west trunk line of the
fast railroad system of Tianjin Municipality.

Xian Metro No. 2 Line provides a major passenger passage
for Xi’an City running in the south-north direction.

Pudong International Airport in Shanghai is one of the
three largest international airports in the Greater China
region together with Beijing Capital International Airport
and Hong Kong International Airport. This project
received the gold cup in the National Demonstration
Municipal Projects Award in 2006, as well as the Top 100
Classical and Masterpiece Works Undertaken in the Sixty
Years Since Establishment of the PRC award and the silver
prize in the China Award for Outstanding Engineering
Quality in 2009.

Designed to be a medium-sized domestic airport, this was
a priority construction project under the Eleventh Five-

Year Plan of Guangdong Province.

This was the only large hub airport approved to be built
under the Eleventh Five-Year Plan of the PRC.
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Business models and processes
General contractor business model

As a general contractor, the Group is typically responsible for the entire construction process (apart
from design) in relation to each individual project. Apart from the Group’s infrastructure construction
contracting business, individual projects are typically obtained by submitting tenders for the
provision of services on a turnkey basis, and, according to the needs of each specific project, the
Group may engage subcontractors to engage in specific processes required for each individual

project.

The general business process of the Group’s construction contracting business is illustrated by the

diagram below:

Project origination and planning

N

Project evaluation

N

Submission of tender

N
Award of contract, negotiation and
finalisation of contract

N

Establishment of internal project team

A4

Project implementation

N

Logistics and installation

N

Completion and inspection

N

Transfer
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Project origination, planning and project evaluation

As part of its project origination process, the Group instructs its technical, business, financial and risk
management teams upon receiving details of a potential project. The teams then compile information
on factors such as the nature, size, and scope of the project, technical requirements, financing
requirements, payment terms, personnel allocation, economic and technical risks, and anticipated
length of construction, in order to arrive at a preliminary strategy and assessment.

Tender process and award of contract

The Group prepares for the submission of a tender either through itself or a subsidiary.
Pre-qualification proposals and technical and commercial specifications and requirements will be
prepared as part of the submission of tender documents. When tendering for a project, a bid bond (in
the form of a letter of guarantee) is usually required as a guarantee. The amount of the bid bond is
generally for a fixed amount, or a percentage of the bid price, which is variable according to the
requirement of the bid document.

After the submission of the Group’s tender documents, and the evaluation process, the Group may be
awarded the project and invited to negotiate the terms of the contract.

The tender process in the PRC typically takes two to three months and the tender process overseas
typically takes approximately six months.

Contracts entered into by the Group typically provide for a fixed-project or fixed-unit price, though
prices may be subject to adjustments depending on the specific terms of each contract. Price
adjustment provisions are also negotiated to avoid fluctuations and volatility in raw material prices.
Contracts entered into typically contain a complete timetable and govern the entire life cycle of a

contracting project.

For hydropower construction projects, the Group adopts the standard terms commonly used in the
industry. Such standard terms usually involve:

. Progress payments

Generally, a monthly payment will be made based on the project’s progress during the same
month.

. Retention money
A certain percentage of the progress payment will typically be retained, half of which will be
returned to the Group after the transfer of the project, and the other half of which will be
returned to the Group after the expiration of the warranty.

. Changes to the scope of project

Scope of work in a project may be increased, decreased or cancelled and the nature and standard
of work may be amended during the project construction.

. Project warranty

The warranty period normally commences from the project completion date specified in the
project transfer certificate for a period of one year.
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Project implementation

In order to carry out the work in accordance with the agreed timeline, price and scope of work as set
out in the tender documents and contracts, the Group utilises a comprehensive set of internal control
systems to manage and control each stage of a project, including project planning, project
implementation, financial management, labour management, monitoring of equipment and materials,
quality and cost control, safety measures and compliance, and certification. If proprietors request any
modification to the scope of work during the construction phase, the price and/or project timetable
are adjusted after further negotiations.

Project completion, inspection and transfer

Upon completion of the project in accordance with the terms of the contract, the Group typically
submits an application (containing a project completion report) for examination by the project
supervisory agency appointed by the proprietor. The proprietor would generally be invited to inspect
the project. Where the proprietor is satisfied, the Group is provided with a construction transfer
certificate, to be signed by the proprietor or a representative and such certificate demonstrates the
completion of the project.

Generally, the Group provides a contractual maintenance period of 12 months from the date the
construction transfer certificate is signed for the project. During this maintenance period, the Group
is generally liable in accordance with the terms of the contract for any defective work.

The duration for each step of the business process (except for the maintenance period, which
generally lasts for 12 months after project transfer) and the entire business process varies depending
on the nature of each project (e.g. the complexity and technical requirements of the project), as well
as circumstances beyond the Group’s control. It typically takes five to seven years for the Group to
complete a construction contracting project.

Project payment

During bidding, the Group is typically required to provide a bid bond, which will be released upon
winning the bid and signing the contract. After winning a bid, the Group typically requires the
proprietor to make an advance payment equal to a certain percentage of the total contract amount; in
return, the Group procures a bank to issue an advance payment bond in the proprietor’s favour to
guarantee the Group’s refund of the advance payment if it does not complete the project pursuant to
the contract terms. As the project progresses, the proprietor typically makes progress payments to the
Group with reference to the amount of work completed at specific milestone dates. From time to time,
the Group may be required to commit cash and other resources to the project prior to receiving full
payment from the proprietor to cover certain expenditures on the project as they are incurred. To
safeguard its performance of its obligations under the contract, the Group is generally required by the
proprietor to provide a performance bond. Such performance bond will typically expire around the
date of signing the provisional acceptance certificate (the “PAC”) for the relevant project and
delivery of the project to the proprietor. After the signing of the PAC, a retention bond is usually
retained by the proprietor and will generally expire at the end of the maintenance period, typically
12 months after a construction transfer certificate is issued. Where a project is financed by an export
sellers’ credit, the Group, as the contractor, typically will provide funding to a project principally
with loans and credit facilities provided by financial institutions and to a lesser extent with the
Group’s own financial resources, such that the proprietor will make payment to it on a deferred basis.
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BT business model and other business models

Besides the Group’s general contractor business model, the Group is further involved in business
models such as the BOT business model, BT business model, the EPC business model and, since
2016, the PPP business model, especially in relation to its infrastructure construction projects where
the Group collaborates with governments and proprietors (either in the PRC or overseas). Under the
BOT business model, a private entity receives a concession from the private or public sector to
finance, construct and operate a facility as provided in the concession contract. Under the BT
business model, the contractor undertakes the financing of construction expenditures and to transfer
the project back to the proprietor upon completion. Upon conducting its quality inspections, the
proprietor will pay the contractor for the contractor’s construction expenditures, financing costs and
returns in instalments, pursuant to relevant BT agreements. The terms of such BT agreements
typically provide the contractor with a sum equal to the total investment plus a return. Under the EPC
business model, the contractor designs the installation, procures the necessary materials and
constructs the project, either directly or through subcontracting part of the work. The proprietor is
generally responsible for the financing under the EPC model. Under the PPP business model, a
government agency and a private entity formed a cooperative arrangement to provide a public asset
or service, in which the private party bears significant risk and management responsibility. Both
entities are going to invest in the projects. For the projects which the Company is involved in, the
government agency usually has a 51% stake and the Company has a 49% stake.

BT projects undertaken by the Group can principally be divided into two stages, namely the project
development stage and the project repurchase stage. The Company acts as, or sets up, a project
management company to be responsible for the provision or procurement of investment and
financing, the carrying out of the construction works and the subsequent transfer of the completed
project. Meanwhile, the proprietor or promoter is responsible for securing the required approvals for
the project, general planning and other preliminary work, tender invitations, provision of design
documents and repurchasing the works from the project management company. The repurchase period

commences after project completion and quality checks.

In 2019, the Group constructed approximately 1,039.7 km of highway under the BOT business model,

of which 631.8 km are in operation and 407.9 km are under construction.

Under the EPC business model, the contractor designs the installation, procures the necessary
materials and constructs the project, either directly or through subcontracting part of the work. The

proprietor is generally responsible for the financing under the EPC model.

Procurement

Procurement for the Group’s construction contracting business includes the procurement of
construction equipment, machinery and supplies. Depending on the stipulations and requirements of
the contract, the Group’s procurement policy can generally be divided into (1) procurement by
proprietor and (2) procurement by contractor. The proprietor is typically responsible for the
procurement of major and specialised equipment and key construction materials in the Group’s
construction contracting projects, and the Group is principally responsible for the purchase of

supplies and other general construction equipment and machinery.
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Procurement by proprietor

The proprietor is typically responsible for the procurement of major and specialised equipment and
key construction materials in the Group’s construction contracting projects. A typical project will

adopt one of the following procurement methods:

By tender: the proprietor invites tenders and then enters into a procurement contract with the retained
supplier. Supplies are then allocated by the proprietor to the contractor on a compensatory basis with
payments deductible.

By list of approved suppliers: qualified suppliers are identified by the proprietor, which then submit
tenders that are conducted by the contractor. The chosen supplier will then proceed to enter into a
procurement contract with the contractor. Payments will be made by the contractor to such supplier
directly.

Procurement by contractor

Where procurement is to be undertaken by the contractor directly, the Group will seek to procure raw
materials independently. Costs incurred in procurement will form part of the project costs and the
proprietor will not separately pay for the procurement costs.

The Group centralises such procurement processes into a two-tier system. The Equipment and
Supplies Department of the Company represents the first tier, responsible for all procurement matters
within the Group which exceed a certain volume or scale. Projects of a smaller scale that require
lesser volumes of procurement will be transferred to the second tier of the Group’s procurement
process, where subsidiaries are in charge of procurement tenders for equipment and supplies
(provided that these are conducted within the parameters and terms of reference provided by the
Company).

Pricing policies

The Group usually participates in competitive bidding for its contracts. The Group also enters into
contracts through negotiation under which the price is generally determined by several factors
including prevailing local market economic conditions, specifications of the products or the services
it provides, the volume of the business and length of the contracts. When the Group’s actual
construction costs exceed the contract price, the Group, as the general contractor, typically bears the
losses if such losses are attributable to the general contractor under the contract terms; if they are
attributable to the proprietors or are due to unexpected reasons, the proprietors or the insurance
companies, as the case may be, generally bear the losses.

Engineering Design and Consultancy

The Group has established a leading reputation in the domestic market and has reached what it
believes to be an advanced level globally in certain fields, such as coal-fired plants, ultra-high-
voltage interchange of directing and alternating current and ultra-supercritical units. The Group has
an engineering design institute which is responsible for managing the technologies in hydropower,
wind power and solar power industries in China.
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Hydropower projects

The Group provides a broad range of technical services, ranging from surveying, design, consultancy,
testing and monitoring, to hydropower and water conservancy projects. Landmark projects include
the hydropower planning of the Yangtze River, Yellow River, Huai River and Pearl River, Guizhou
Beipanjiang Guangzhao Hydropower Station, Ankang Hydropower Station, Xiluodu Hydropower
Project and the Third Phase of the Huaneng — Shangan Power Station.

The Group’s scope of work is dependent on the specifications and requirements of each given project.
Examples of the scope of work include feasibility studies, topographic mapping of hydropower and
water resources, geological exploration and studies, collection and analysis of hydrological data,
design and installation of electrical equipment, environmental impact assessments and solutions,

resettlement programme planning, project cost estimates, construction drawings and drafting reports.

Thermal power projects

The Group provides planning, investigation, consulting, supervision, general contracting and design
services for thermal power generation and power transmission, and distribution projects. The Group
provides technical services covering thermal power project planning, investigation and design,
project safety appraisal and acceptance, construction cost account and analysis, environmental impact
assessment, environmental protection project design, labour safety and industrial hygiene appraisal,
project consultation and review, construction supervision, software development, and project bidding
agent service.

The Group has carried out planning and research work in the following areas: regional power
markets, power consumption, power supply and grid planning, energy planning, electricity
transmission from western areas to East China, trans-regional network connection, and structural
upgrading, and optimisation for the power sector. Since 1980, the Group has undertaken more than
10% of the thermal power plant preplanning, survey and design projects in PRC. The Group has
carried out planning, investigation, designing, and consultation on over 100 power projects in various

countries.

New energy projects

In addition to its capacities in hydropower and thermal power, the Group provides consultancy
expertise in an array of new energy projects, such as wind power, nuclear power, natural gas, waste
power, solar power and biomass power. In particular, the Group has developed its expertise in the
wind power sector. The Group has participated in the survey and design of over 50% of the country’s
wind power projects and has been engaged in the engineering design and construction of various
wind-power stations of 10,000-MW level. The Group was also engaged in the construction of the
solar photovoltaic project in Shanghai using advanced technology, which was put in trial operation
in 2007. The Group believes it was the first commercial megawatt-class solar photovoltaic power
plant in China.
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The following table sets out certain representative engineering design and consultancy business

projects of the Group as at 31 December 2019:

Project Name

Brief Description

Ethiopia Adama Wind Farm

(FRIHE PTG R ) oo

Jinsha River Xiluodu
Hydropower Station

CEVPTLEIE PRI oo

Jinsha River Xiangjia Dam
Hydropower Station

(BVTLIZFIGKEI) oo,

Yalong River Jinping Hydropower
Station II, Sichuan Province

(VU HETEYT 85 5 — ARK FE ) o

Langcang River Nuozhadu
Hydropower Station,
Yunnan Province

(ER RV R IE KB oo

Hongshui River Longtan Hydropower
Station, Guangxi Province

(R VALK T HEHE K BB oo

This was a pioneer overseas wind power project adopting
Chinese standards and technology. It has 136 wind turbines
installed and a total installed capacity of 204MW. The
Company has also undertaken wind and solar power
planning to aid Ethiopia.

Located at the main stream of the Jinsha River, which runs
through Leibo County of Sichuan Province and Yongshan
County of Yunnan Province. Total installed capacity:
12,600 MW. Average annual power generation: 57.12
billion KWh.

Located at the lower stream of the Jinsha River, which runs
through Shuifu County of Yunnan Province (on the right
bank) and Yibin County of Sichuan Province (on the left
bank). Total installed capacity: 6,400 MW. Average annual
power generation: 30.75 billion KWh. This project won the
PRC’s Top Engineering Consultancy Award in 2007.

Located between Yanyuan County and Muli County in

Sichuan Province, in the Liangshan Autonomous
Prefecture for the Yi ethnic minority group. It is one of the
world’s highest arch dams. Total installed capacity: 3,600
MW. Average annual power generation: 17.41 billion

KWh.

Located at the main stream of the Yalong River in Sichuan
Province, in the Liangshan Autonomous Prefecture for the
Yi ethnic minority group. Total installed capacity: 4,400
MW. Average annual power generation: 24.99 billion
KWh. Located in the middle to lower reach of the Lancang
River. Installed capacity: 5,850 MW.

Located in the Hydropower Base that lies across the
Nanpan River and the Hongshui River. Installed capacities
for the earlier and later stages are 4,200 MW and 6,300
MW, respectively, whilst the respective average annual
power generations are 15.67 KW and 18.71 billion KW.
This project won the second prize in the PRC’s Top
Engineering Consultancy Award in 2002 and the landmark
prize in the Fifth International Conference on Roller
Compacted Concrete Dams in 2007.
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Project Name

Brief Description

Waterfall Channel Hydropower

Station at Dadu River, Sichuan

Province (VU1 K JE R AR 7K E) ..

Beipan River Guangzhao Hydropower
Station, Guizhou Province

(BEMALBE T E K B

The Ming Tombs Pumped Storage
Power Station, Beijing

At =B KE BB ) oo

Tianhuangping Pumped Storage
Power Station, Zhejiang Province
(WL RS IR E REFR ) o

Tongbai Pumped Storage Power
Station, Zhejiang Province

(WA K RE RN oo

Hongping Pumped Storage Power
Station, Jiangxi Province

(P BB KE RER ) .o

Xianju Pumped Storage Power
Station, Zhejiang Province

(AL AL H K BERE ) o

Located at the Dadu River. Total installed capacity:
3,300 MW. Average annual power generation: 14.58 billion
KWh.

Located in the border area between Qinglong County and
Guanling County in Guizhou Province. Total installed
capacity: 1,040 MW. Average annual power generation:
2.75 billion KWh. This project won national prizes such as
the Top Design Achievement Award among the PRC’s
engineering and development projects in 2012 and the
the
Advancement Awards in 2010.

third prize in National Energy Technological

Installed capacity: 800 MW. Designed annual power
generation: 1.25 billion KWh. This project won the silver
prize in the Tenth National Distinguished Engineering
Design Awards in 2002 and the silver prize in the Ninth
National Distinguished Engineering Exploration Awards in
2004.

Located in Anji County, Zhejiang Province. Total installed
capacity: 1,800 MW. In 2005, this project won the gold
prize in the Eleventh National Distinguished Engineering
Design Awards and the gold prize in the Ninth National
Distinguished Engineering Exploration Awards.

Located in Tiantai County, Zhejiang Province. Installed
capacity: 1,200 MW. Average annual power generation:
2.118 billion KWh. In 2008, this project won the bronze
prize in the engineering exploration category in the
National Distinguished Engineering Exploration and
Design Awards, the silver prize in the engineering design
the National

Exploration and Design Awards, and the silver prize in

category in Distinguished Engineering

National Quality Engineering.

Located in Jingan County, Jiangxi Province. Total installed
capacity: 2,400 MW. This project won the PRC’s Top
Engineering Consultancy Achievement Award in 2010.

Located in Xianju County, Zhejiang Province. Total
installed capacity: 1.5 million KW, one of the largest
stand-alone pumped storage power stations in the PRC.
Design annual power generation: 2.5125 billion KWh.
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Project Name

Brief Description

Luyang No. 2 Power Plant,
Pingdingshan
CPTELLE 2R B ERD) ..o

Yuzhou Power Plant Phase II
(EMBERE ) e

Guodian’s Bulian Power Plant in
Inner Mongolia

(20 58 R 5 e A A B R ) .o

Xiangjiaba-Shanghai +800 kV High
Voltage DC Transmission
Line Project
(1) 35 - L7800 T R4 e JBE EL AL i+
ARBE TAE) o

Jiyuan 500 kV Transformer Substation
(FEIRS00 TAREEEI) .o,

Mengzi 110 kV Transformer
Substation, Shanghai

(FBFAHIOTIREE) oo

State Grid Corporation of China’s
Large-scale Wind-Solar Storage
and Transmission Integration
Hybrid Power Generation
Demonstration Project
(2 A 2 R R Y e ft ey — R AL B 5 5%
TN TTR) oo,

Plan for Wind Power Bases Producing
Tens of Thousands of KW
(T8 T AR BB ) ..

Installed capacity: 2 x 1,000 MW. This project won the
PRC’s Top Engineering Consultancy Achievement Award
in 2008 and the Power Industry’s Top Engineering Design
Award in 2011.

This project won the second prize in the Engineering
Design in the Power Industry Award in 2011.

Installed capacity: 2 x 660 MW.

One of the world’s highest voltage-range, highest
transmission-capacity, longest transmission-distance and
most technically advanced DC transmission facilities. This
project won the Power Industry’s Top Engineering Design
Award in 2010.

Received the award of one national patent for invention
and six patents for utility models. This project won the
Power Industry’s Top Engineering Design Award in 2011.

The Company believes that employing eight intelligent
technologies, this is the first operational intelligent
transformer substation in the nationwide power grid. This
project won the Power Industry’s Top Design Award in
20009.

The Company believes that this was the world’s first
project of its kind. Its power storage helps to optimise the
wind-solar hybrid power generation.

The nine wind power bases are located in Hebei Province,
East Mongolia, West Mongolia, Jilin Province, Gansu
Province, Shandong Province, Jiangsu Province, Xinjiang
Uygur Autonomous Region and Heilongjiang Province.
Planned total capacity of 134.34 KW for 2020.
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ENERGY PROJECT INVESTMENT AND OPERATIONS

While developing the Group’s construction contracting business, the Group has sought to expand into
complementary businesses and develop synergies for organic growth. In particular, the Group has
sought to expand into the business of investment and operation of hydropower, thermal power, wind
power and other renewable energy projects throughout the PRC by leveraging its expertise and
experience in its traditional business segments. Through investing in these selected industries
familiar to the Group, the Group receives investment returns while enhancing its capacity for

continuous development in these industries and its ability to absorb risks related to these industries.

In 2019, the Group’s energy project investment and operations business segment completed
investments (including investments in non-electricity-related projects and operations) of
approximately RMB14.3 billion. As at 31 December 2019, the Group had a total installed capacity
of approximately 1,570.3MW was in operation, including 1,314.5MW domestic capacity and
255.8MW overseas capacity.

For the years ended 31 December 2017, 2018 and 2019, revenue of the Group’s energy project
investment and operations business amounted to RMB10.7 billion, RMB15.3 billion and RMB18.0
billion, respectively, representing approximately 3.0 per cent., 3.8 per cent. and 3.9 per cent. of the
Group’s revenue from its main businesses for the same periods, respectively. For the same periods,
gross profit of the Group’s energy project investment and operations business amounted to RMB4.8
billion, RMB6.7 billion and RMB&.0 billion, respectively, representing approximately 10.3 per cent.,
12.5 per cent. and 13.4 per cent. of the Group’s total gross profit from its main businesses for the

same periods, respectively.

Hydropower business

The Group adopts an investment holding strategy in relation to its hydropower investment projects.
The Group’s growing portfolio of hydropower projects is currently represented by the acquisition or
development of small and medium hydropower station projects with an installed capacity ranging
from 100 to 200MW. The Group typically aims to be a controlling shareholder of the hydropower

business in which it invests.

The flowchart below provides an overview of the Group’s business processes in relation to its

investments in hydropower projects:

Establishment of SPV

Project selection and initiation q Preliminary investigations q .
as holding company
A
Commissioning, Project construction
Electricity sales < maintenance < (including interconnection
and operations agreements)
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Thermal power business

The flowchart below outlines the Group’s development process in relation to thermal projects:

Power production
Project selection N . . Procurement of in accordance with
A Project construction . . .
and initiation raw materials interconnection
agreements
y
Commissioning,
Electricity sales maintenance

and operations

Wind power business
In consideration of its satisfactory investment return to date, the Group believes that the wind power
business will become the focus of its engineering project investment and operations business

segment.

The flowchart below outlines the Group’s development process in relation to wind power projects:

Wind resource assessment,
obtaining development rights
and approvals and permissions

Wind prospecting and
site selection

A4

h 4

Project construction
(including interconnection
agreements)

Commissioning,
maintenance and operations

Electricity sales

Selected Investment Projects

The following table sets out certain representative investment projects of the Group as at 31
December 2019:

Project Name Brief Description

Pakistan Qasim 2x660MW Coal-Fired Located in Pakistan. A key energy cooperation project of the
Power Station (E2ZETHHELPT2x66 China-Pakistan Economic Corridor.
BT FUMABE ) o

Ghana Bouvet Hydropower Station Located in Ghana. Total installed capacity: 4x100MW.
AR AT AR BRI ) e

Sandy Bay Hydropower Station Located in Leshan City, Sichuan Province. Annual power
(PPEEIK I oo generation: 2,407 million KWh.
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Project Name

Brief Description

Ta Qia Hydropower Station
(BRI oo

Maoergai Hydropower Station

(BRI o

Daping Hydropower Station in Leshan

(BELLTRIEIK FE I e

Liuhong/Pingtou Hydropower Station
at Meigu River, Sichuan Province

(FE SRR AIEE ~ PREEUKTES)..........

Zhangbei Wind Farm Phases I & 11,
Hebei Province

(dtsRAL—# ~ RAL I EES) ...

Guazhou Wind Farm, Gansu Province

CH AR R ETE )

Chongxin Thermal Power Project,

Located in Jiulong County, Ganzi Prefecture, Sichuan
Province. Average annual power generation: 496 million
KWh.

Located in the river segment from Hongyan Village, at the
middle reach of the Heishui River, to Eshi Dam. Utilisation:
4,088 hours per year. Average annual power generation:
1,717 million KWh.

Located above the Moxi River, within the area of the Sandy
Bay Hydropower Station Reservoir in the Dadu River.
Utilisation: 7,680 hours per year. Average annual power
generation: 47.62 million KWh.

Liuhong is located in Meigu County, Yi Autonomous
Prefecture of Liangshan, Sichuan Province. As part of the
“one reservoir with five stations” programme under the
Meigu River Hydropower Planning, it is the fourth
hydropower station of the programme. Total installed
180 MW. Annual 845
million/911 million KWh (isolated/unified operation).

capacity: power generation:

Located in Zhangbei County, Hebei Province. Measuring
from the centre of the farm, it is about 60 km from
Zhangjiakou City and about 20 km from Zhangbei County.

Located in the barren sands of the Gobi Desert, about 18 km
northwest of Guazhou County in Jiuquan, the northwest city

of Gansu Province. Total installed capacity: 201 MW.

Located in Chongxin County, Gansu Province. Planned

Gansu Province

(HAZEEXEEH) e

installed capacity: 2 x 600 MW. Phase I of 2 x 600 MW is
now completed and in operation.

Equipment Leasing and Manufacturing

Equipment leasing and manufacturing is another important business segment of the Group. The
Group conducts its equipment leasing and manufacturing business through 16 equipment
manufacturing subsidiaries and one equipment leasing subsidiary.

The Group’s equipment leasing business utilises both operating leases and financial leases. Operating
leases refer to leases where substantially all of the rewards and risks of the assets remain with the
lessors. Rental payments applicable to such operating leases are charged to the income statement on
a straight-line basis over the term of such leases. The operating lease business re-allocates and leases
idle equipment within the Group, providing an attractive means for the Group to improve operating
efficiency. Operating leases mainly cater to internal specific construction equipment needs and the
equipment types include basic processing equipment, large lifting equipment and underground
tunnelling equipment. In terms of financial leases, the Group was accredited with the status of a
qualified participant in the financial leasing pilot project led by MOFCOM and the State
Administration of Taxation, which allowed non-financial institutions in the PRC to participate in the
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financial leasing business. The Group has actively engaged in developing its financial leasing
business for external demand and balancing the development of its social leasing, international
leasing and intra-group leasing businesses. For finance leases, substantially all of the risks and
rewards of ownership of the assets are transferred to the lessees.

The Group’s manufacturing business has had a development history of over 40 years for products
such as transmission and transformation equipment, power station equipment, port machinery, special
vehicles, pipelines and electrical products, with over 16 subsidiaries integrating research and
development and manufacturing services to produce solutions for power generation, municipal
works, petrochemical production, metallurgy, mining, port construction, new energy, sea water
desalination, environmental protection and special vehicles. In February 2014, the Group acquired
TLT-Turbo GmbH, a German manufacturer of technology-driven industrial fans and ventilation
systems, to directly sell its products to the developed markets such as Europe and the United States
which will enhance the Group’s capability, competitive strength, sales channel and reputation in its
equipment manufacturing business.

The Group believes it is ranked first in market share in the domestic PRC market for the production
of boiler feed pumps, fans machine, coal mill, valves, and other key auxiliary components for thermal
power generator. Relying on internal research and development, the Group developed models
AP1000, CAP1400, ACP1000 and all series of the “Hualong 1” third generation nuclear power
conventional island water pump unit. Moreover, several national and provincial ministries have
awarded scientific and technological progress awards to the Group’s self and co-developed water
conservancy and hydropower engineering metal structures, hoist gate, ship lifter and other special
equipment.

For the years ended 31 December 2017, 2018 and 2019, revenue from the equipment leasing and
manufacturing business segment was RMB11.0 billion, RMB10.2 billion and RMBI12.1 billion,
respectively, representing 3.0 per cent., 2.5 per cent. and 2.6 per cent. of the Group’s revenue from
its main businesses for the same periods, respectively. For the same periods, gross profit of the
Group’s equipment leasing and manufacturing business amounted to RMB1.8 billion, RMB1.9 billion
and RMB2.3 billion, respectively, representing approximately 3.9 per cent., 3.6 per cent. and 3.9 per
cent. of the Group’s total gross profit from its main businesses for the same periods, respectively.

REAL ESTATE DEVELOPMENT BUSINESS

The Company is accredited with the qualification of Grade One Property Development Enterprise (/5
Mz BHEE ¥ —#EE) and AAA creditability. The Company is one of the 16 central enterprises
approved by SASAC to carry out real estate development as one of its main businesses. The Group
principally develops residential properties, commercial properties, hotels and urban affordable
housing. The Group implements a cross-regional development strategy across the PRC, focusing its
real estate development business primarily in Beijing while expanding to 20 other cities in China,
including Shanghai, Shenzhen, Nanjing, Wuhan, Changsha, Tianjin, Zhengzhou, Sanya and Linzhi.
The Group has been putting its focus on residential development projects while also developing its
commercial real estate business steadily and actively exploring the concept of waterfront real estate
at the same time. The Group also actively participates in government development and construction
of affordable housing.

For the years ended 31 December 2017, 2018 and 2019, revenue of the Group’s real estate
development business segment was RMB20.5 billion, RMB21.2 billion and RMB24.1 billion,
respectively, representing 5.7 per cent., 5.3 per cent. and 5.2 per cent. of the Group’s revenue from
its main businesses for the same periods, respectively. For the same periods, gross profit of the
Group’s real estate development business segment amounted to RMB3.9 billion, RMB5.0 billion and
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RMBA4.8 billion, respectively, representing approximately 8.4 per cent., 9.4 per cent. and 8.0 per cent.

of the Group’s total gross profit from its main businesses for the same periods, respectively.

The Group principally obtained its land bank through public bidding and acquisition. In 2019, the

Group completed the development of approximately 8.3 million sq.m. in total GFA and the Group had

an increased GFA for the development of approximately 7.2 million sq.m.

The following table sets out certain representative real estate development projects of the Group as

at 31 December 2019:

Project Name

Brief Description

Changxing Sun City
(RIURBI) oo,

Guangming Sweet Olive Garden

OEMEEAER). ..o,

West Coast Mansion

(PERERER) oo,

Starry City Impression

CEIRMEZ) e

Capital Prefecture

CEAB) e

Meilifang (with social housing
development alongside)

(LT (BRI E ) e

North Prefecture Jiayuan (Dual
limitation project)

(RS TEE ) e

Total GFA: 390,000 sq.m. Located in Mianyang City,
Sichuan Province.

Total GFA: 66,000 sq.m. Located at No. 203, Baiyun
Boulevard, Guiyang City. Comprises of 10 blocks in total.

Total GFA: 329,000 sq.m. Located in Jinniu District,
Chengdu City, Sichuan Province.

Covers a land area of 70,000 sq.m., with total GFA of
180,000 sq.m., of which the residential built-up area is
about 160,000 sq.m. Located in Yuhua District, Changsha
City.

Covers a land area of 185,000 sq.m., with total GFA of
573,900 sq.m. Located in the western part of Tangshan City,
Hebei Province.

Covers a land area of 43,000 sq.m., with planned total GFA
of 163,000 sq.m., of which price-capped housing covers
5,000 sq.m., low-cost housing covers 5,000 sq.m. and ground
floor area covers 141,000 sq.m. Located at No. 6 Compound,
Beiyuan Road, Chaoyang District, Beijing City. Mainly
composed of land for residential, commercial/financial,
cultural/entertainment, education/scientific research
purposes.

Land area for construction: 50,000 sq.m. Ground floor area:
100,000 sq.m. Located in Nanshao Town, Changping
District, Beijing City. Composed of price-capped
commercial residential housing, as part of the government’s
social security housing policy.
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OTHER BUSINESS

The Group’s other business segment principally involves businesses associated with the Group’s key
businesses, such as project supervisory services and water environment treatment services. With the
advantages from the favourable policies of the PRC government, in particular its “Beautiful China”
policy, the Group has further developed its water environment treatment business. The Group has
extensive construction planning and execution experience in water resource utilisation, water
environment repair and treatment, water supply, shipping and other environment related projects.
Landmark projects which the Group participated in include Beijing Liuhai water treatment project (1t
HNIEKEIR I H), Qiantang River Basin sewage treatment ($8¥EVLILII5/KEIEIAH), East
Taihu River water treatment project (KK HiAFHIE H), Huangpu River water treatment project
(ECHITLKBSi6#EIH H ) and Shenzhen Maozhou River water treatment project (IS5 /KB I6
HH).

For the years ended 31 December 2017, 2018 and 2019, revenue of the Group’s other business
segment was RMB20.1 billion, RMB23.1 billion and RMB27.6 billion, respectively, representing 5.5
per cent., 5.7 per cent. and 6.0 per cent. of the Group’s revenue from its main businesses for the same
periods, respectively. For the same periods, gross profit of the Group’s other business segment
amounted to RMB1.7 billion, RMB2.3 billion and RMB3.4 billion, respectively, representing
approximately 3.7 per cent., 4.3 per cent. and 5.6 per cent. of the Group’s total gross profit from its
main businesses for the same periods, respectively.

OVERSEAS BUSINESS

Capitalising on its capacity to offer integrated services, the Group has successfully expanded its
construction contracting and engineering design and consultancy business segments overseas,
primarily through participating in overseas projects through public bidding or offering surveying
services to multinational companies operating in the regions. In recent years, the Group has been
making a concerted effort to explore opportunities in its overseas markets actively in line with the
PRC government’s “Go Global” and “Belt and Road Initiative”.

The Group operates a wide overseas network. As at 31 December 2019, the Group’s international
operations and investments covered over 120 countries and regions in Asia, Africa, the Americas,
Europe, and Australasia. The Group believes that its overseas business is developing rapidly as a
result of both the Group reinforcing the Company’s continued exposure and involvement in its
traditional markets, such as Asia and Africa, and increasing focus in developing markets such as the
Middle East, Latin America and Eastern Europe.

The Group’s overseas business focuses on the construction contracting business segment and
engineering design and consultancy business segment. In 2019, the Group’s overseas business
achieved a steady growth with operating income of RMB113.6 billion and signed new overseas
contracts of RMB251.6 billion.

The Group also invests overseas. In 2019, the Group has invested RMB6.8 billion overseas. As at 31
December 2019, the Group had 23 overseas investment projects, including six fixed-assets
investments projects and four equity investments projects. The Company actively promotes strategic
projects under the PRC government’s “Go Global” initiatives, including the China-Pakistan economic
corridor, the Bangladesh-China-India-Myanmar economic corridor, the ASEAN interconnection
project, the Sino-Arab energy cooperation project and the Greater Mekong Sub-regional economic
cooperation project.
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The following table sets out some of the representative overseas projects of the Group as at 31

December 2019:

Project Name

Brief Description

India Mundra Power Plant

(ENESEAERL R ..o

Indonesia Jatigede Dam

(BN JE PY B A A PRI o

The Coca Codo Sinclair Hydropower
Project in Ecuador (J&./RZRRL-RF}
ZE L EKEWIEB)

The Bui Hydropower Station in Ghana
CIAR AT HEZK TR ) oo

The Merowe Hydropower Project in

Sudan (BRFHEEIEAEKEUEA). ...

The Bakun Hydropower Station in
Malaysia (J52KPEEREL B K FEI).......

The Bata Power Grid Modification
and Expansion Project in Equatorial
Guinea (JR%E %A AE I8 FE A it A
PEARTEE) oo,

The KMPCL Coal-fired Power Plant
EPC Project in India (EJEKMPCL
PRI R L)

This project won first prize at the Indian National Energy
Conservation Awards.

This large scale water conservancy project with irrigation
area of 90,000 hectares was carried out with the cooperation
of the governments of China and Indonesia.

Contract value at US$1,979 million, for a construction
period of 66 months. Eight machinery units to be built, with
a total installed capacity of 1,500 MW. It has annual power
generation reaching 8,800 million KWh. It is one of
Ecuador’s most foreign investment-intensive projects.
According to the information from the official website of
MOFCOM, it was also the largest hydropower station
construction project ever undertaken by the PRC by 20009.

Contract value totaling about US$622 million, for a
construction period of 56.5 months, with a total installed
capacity of 400 MW. The project is located in the midwest
region of the Republic of Ghana.

Contract value at 603 million euros, for a construction
period of 59 months. Known as the “Three Gorges Project”
in Sudan, the dam of the hydropower station is 9.7 km long
and 65 metres high, with a total installed capacity of 1,250
MW and a storage capacity at 12.4 billion cubic metres. The
project has received the Luban Prize, a grand master prize
in the PRC for development projects.

An EPC project with a contract value initially at MYR1,788
million and later MYR2,496 million (RMB5,000 million)
after supplemental contract. Total installed capacity of
2,400 MW and storage capacity of 44 billion cubic metres.
The project won the first nationwide Gold Quality Award
for PRC Overseas Project.

Contract value at US$323 million. This project includes five
parts:  high-voltage, = medium-voltage, low-voltage,
municipal public lighting and automatic electricity dispatch
system. The project has a positive impact on improving the
industrial development and living standard of Bata, the
capital of Equatorial Guinea.

Located in India, it is an EPC project with a total installed
capacity of 4 x 600 MW. Construction period of 58 months
for six machinery units with a contract value of US$2,795
million.
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Project Name

Brief Description

The Talwandi

Thermal Power

Generation Project in India

(ENE LA T B K T 38 FEMIE H ...

India Jhajjar Power Plant
(ENEEBEAEBE TR oo

India Mundra

Power Plant

(ENBEETERLTRRD) oo

Saudi Arabia Rabigh Power Plant
(PFRFRLHAR BRI ) o

The Soyo Highway Project in Angola
(ZRHIRA A BEIAR )

The Qatar Road Race Infrastructure

Project (B EAEBERGIHA) ...

The Thakhek Cement Factory Project,
Khammuane Province, Laos

(investment) (CGZ 4l H 538 s /KB

HEIH))

Located in India, it is an EPC project with a total installed
capacity of 4 x 660 MW. Scope of the project: design,
procurement,  supplies, transportation, installation,
commissioning and performance testing. It has a contract
value of US$1,869 million.

This project locates at Jhajjar, Haryana, India, with a
consolidated installed capacity of 2x660 MW. The
construction commenced in July 2008. Scope of work
includes: design, procurement, supplies, transportation,
installation, commission and performance test. It has a
contract value of US$740 million. This project was awarded
the Outstanding Infrastructure Award and Golden Shield
Award in India and Luban Prize in China.

This project locates at Mundra, Gujarat, India, with a
consolidated installed capacity of 5x660 MW supercritical
oil-fired engine units. Scope of work includes: design,
procurement,  supplies, transportation, installation,
commission and performance test. It has a contract value of
US$2,460 million. It has commenced commercial operation.

The Group believes it is the first independent power plant
developed by Saudi Electricity Company (W77 1A H]) to
meet the increasing needs for electricity in Saudi Arabia. It
is a 2x660 MW subcritical oil-fired power plant, with a
contract value of US$1,370 million.

Contract value totalling US$605 million for a construction
period of 36 months and a warranty period of 24 months.
The project is aimed at restoring the highways in Northern
Angola which span 96 km and are 22 metres wide.

Initial contract price at US$642 million and later US$1,382
million after being adjusted for claims. Located in the
Arabian Gulf within Doha, the capital of Qatar, the project
is one of the country’s key infrastructure projects.

A PRC-Laos joint investment and development project, its
total investment amounts to US$68 million.
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Project Name Brief Description

The Kamchay Hydropower Project in Located in Cambodia, it is a BOT project with a total

Cambodia (investment) investment of approximately US$334.7 million. Total
CREZH F/KBWEE AEE))......... installed capacity: 194.1MW. Average annual power

generation: 498 million KWh. Concession period: 44 years
(4 years for construction and 40 years for operation). The
project is considered as the Group’s first real overseas BOT
hydropower investment project; it set a milestone precedent
for its overseas investment, which is included as a precedent
for case study by both The Export-Import Bank of China
and China Export & Credit Insurance Corporation.

Laos Nam Ngum 5 Hydropower This project is a BOT project with an investment of US$200
Station (Investment) million. It is located on Nam Ting River, 300 kilometres to
CEHRRE RS /K B HH () ... the north of Vientiane, the capital of Laos. It has an installed

capacity of 120 MW, and an annual power generation of 507
million KWh. It is the Group’s first hydropower station
under BOT business model in Laos. It has a concession
period of 29 years, of which four years are construction
period and 25 years are operation period.

CUSTOMERS, SALES AND MARKETING

The Group services both domestic and overseas customers, most of which are major proprietors of
hydropower stations, other power stations and other infrastructure. The Group believes that its track
record of timely and safe operation, its capacity to offer a broad range of services and its advanced
technology has helped the Group establish long-term relationships with its customers. Through years
of effort, the Group has established an extensive business network, primarily consisting of its branch
offices and subsidiaries, which covers China and overseas markets.

Based on function, business and geography, the Group has established a three-dimensional sales and
marketing system, at Group, regional headquarter and subsidiary levels respectively. The Group’s
subsidiaries generally prepare feasibility research reports, which need to be approved at different
levels and finally approved by the Joint Committee between the Party and the Government, the
highest authority of the Group.

CONTRACTORS

The Group engages third-party contractors in its business operation. The Group typically selects its
contractors through a bidding process every year, under the centralised supervision of the Group’s
bidding management centre. The Group adopts responsibility segregation in the review and selection
of contractors in the bidding process. Qualified contractors will be included in the panel of approved
contractors for future use.

QUALITY CONTROL

The Group has established a quality control system, principally to ensure the quality of its
construction projects. Quality control begins in the design and construction phases of the construction
projects. The Group’s quality control team makes regular inspection visits and conducts periodic tests
to ensure that the construction work meets its standards.

The Group also has strict quality control procedures for the sourcing of raw materials. Accordingly,

it only purchases from its internally approved list of qualified suppliers which have satisfied the
relevant national standards.
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The Group carries out regular maintenance and customer surveys to ensure and seek customer
feedback on the quality of its construction projects.

RESEARCH AND DEVELOPMENT

The Group is devoted to developing technologies through its in-house research and development
team. The Group believes that it has obtained a leading advantage in technological innovation in
hydropower, thermal power, power transmission and transformation, and new energy.

The Group actively engages academies and research institutes to solve significant technical problems.
As at 31 December 2019, the Group has established nine national research institutes, 90 provincial
research institutes and 26 corporation-level research institutes, 11 academician stations, nine
post-doctoral stations, 107 subsidiaries recognised as high-and-new technology centres at the
provincial level, all of which contribute to China’s technology innovation and development. From
2017 to 2019, the Group was engaged in 13 national natural science funds projects, 44 national
technology research projects, 89 provincial technologies research projects and 7,390 technology
research projects conducted by the Group. The researches were applied to some of the major
hydropower projects, demonstrating the Group’s leading research ability and technological
advantages.

In 2017, 2018 and 2019, the Group incurred research and development expenses of RMB9.3 billion,
RMBI11.8 billion and RMB14.3 billion, respectively.

INTELLECTUAL PROPERTY

As at 31 December 2019, the Group had obtained 14,841 patents (including 2,189 inventions) and
2,383 software copyrights in the PRC. The Group places great importance on the invention,
application, management and protection of its intellectual property rights. Through research and
development and in its ordinary course of business, the Group has obtained various intellectual
property rights which are valuable to its business. The Group protects and will continue to seek
protection of these intellectual property rights through copyrights, patents, trademarks and other
contractual rights.

COMPETITION

The Group principally competes with domestic and international construction companies, in
particular some state-owned construction companies. In recent years, the competition increased as the
market became open to more market participants, including both multinational companies and
government-sponsored enterprises. In the PRC market, the Group mainly competes with local
companies that specialise in a particular market segment or region, and multinational companies that
possess technological advantages over most local companies. In the international market, the Group
mainly competes with global construction companies with greater resources and operating
experience. The Group competes primarily on the basis of its technology, management ability,
equipment and machinery, financing ability, after-sale services and brand name.
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HEALTH AND SAFETY

The Group regards occupational health and safety as one of its important corporate and social
responsibilities. Some of the Group’s business operations involve significant risks and hazards that
could result in damage or destruction of property, death and personal injury, business interruption and
possible legal liabilities. Pursuant to the applicable laws and regulations of the PRC and other
countries or areas in which the Group operates, the Group has implemented a variety of internal rules
and operating procedures for work safety, accident handling and safety training. As at 31 December
2019, the Group has not experienced any material safety accidents.

ENVIRONMENTAL PROTECTION

The Group is subject to the environmental laws and regulations governing air pollution, noise
emissions, hazardous substances, water and waste discharge and other environmental matters of
national, provincial and municipal governments and authorities in the PRC and other countries or
areas in which the Group operates. The Group believes that its businesses are in compliance with
currently applicable environmental laws and regulations in both the PRC and other countries or areas
in which it operates in all material aspects. As at 31 December 2019, the Group is not aware of any
material penalties associated with the breach of any existing environmental law or regulation.

INSURANCE

As part of the protection against operating hazards, the Group maintains insurance coverage which
the Group believes is consistent with customary practice in the PRC and international practices in
which the Group operates. When the Group acts as a proprietor, it typically purchases employer
insurance, life and accident insurance, company assets insurance and automobile insurance. When the
Group acts as a contractor, it typically purchases construction insurance, erection risk insurance, third
party liability insurance, life accident insurance, company assets insurance and automobile insurance.
The Group usually selects its insurers through bidding, and the insurance expenses are determined
through bidding or negotiation.

The Group maintains insurance coverage in amounts that the Group believes are consistent with its
risk of loss and the customary practice in the relevant industry. However, the Group may not have
sufficient coverage for some of the risks it faces, either because insurance is not available or because
of the high premium costs. Losses and liabilities arising from uninsured or underinsured events could
have a material impact on the Group’s results of operations. See “Risk Factors — Risks Relating to
the Group’s Business — The Group’s insurance policies may not be sufficient.”

EMPLOYEES

As at 31 December 2019, the Group had approximately 178,000 employees in total.

The Group adheres to, and complies with, the relevant labour laws of the PRC and other countries
and areas in which the Group operates. The Group believes that its employees are critical to its
success, and is committed to investing in the development of its employees through continuous
education and training, and provision of career growth opportunities.

— 142 -



LEGAL PROCEEDINGS

The Group is from time to time involved in legal proceedings arising in the ordinary course of its
business, including as plaintiff or defendant in litigation or arbitration proceedings. There are no
current litigation or arbitration proceedings against the Company or any member of the Group that
could have a material adverse effect on its financial condition or results of operations or the ability
of the Company or the Issuer to perform its obligations under the Guarantee or the Securities.

REGULATORY COMPLIANCE

The NAQO’s findings of various deficiencies identified in the June 2017 Announcement have drawn
the senior management’s great attention and the management intends to strictly follow the NAO’s
recommendations for rectification of those deficiencies to further improve the Group’s internal
control, corporate governance and risk management mechanisms. The Group has implemented
several measures such as setting up the rectification work group, to supervise and carry out
rectification measures in respect of the Group’s audit work. The Group believes that the NAO’s
findings will not materially and adversely affect the business, financial condition and results of
operations of the Group.
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MANAGEMENT

Party Committee

The Party Committee is currently the decision-making body responsible for making the key decisions
of the Company.

Name Age Position

Yan Zhiyong ........... 62 Chairman and Party Secretary (#ZEE50)

Ding Yanzhang........ 56 General manager, director and deputy Party Secretary (% ZH|E7r)

Wang Bin................ 55 Deputy Party Secretary

Liu Yuan................. 56 Party Committee member (M ZH %)

Fu Yueyan............... 60 Secretary of the Commission for Discipline Inspection (40ZE5C)
and Party Committee member

Yang Liang.............. 52 Party Committee member

Yao Qiang............... 59 Party Committee member

Li Yanming ............. 56  Party Committee member

2E B (Yan Zhiyong), aged 62, graduated from China Institute of Water Resources and Hydropower
Research (4Bl /KF|/K ERHEAFFEBE). Mr. Yan is currently the chairman and Party Secretary of both
the Company and PowerChina Limited ('[El& JJ @ s AR A]). From July 1985 to October
1996, Mr. Yan served as the deputy commissioner, commissioner and then deputy dean of the power
industrial department of the Chengdu Engineering Corporation (SARENHIEEFHIF 7T BE). From October
1996 to September 2003, Mr. Yan served as the deputy general manager of the HydroChina
Engineering Consulting Co., Ltd. (FEI/KE#MAFRAT) and the deputy dean of the China
Renewable Energy Engineering Institute (7KFEZ/KFIBIHE|EFHLE). From September 2003 to
February 2007, Mr. Yan served as the deputy general manager and Party member (241 B) of the
HydroChina Corporation (17K 7 T[] 45 B 22 7)) and the deputy dean of the China Renewable
Energy Engineering Institute. Mr. Yan served as the dean of the China Renewable Energy Engineering
Institute from February 2007 to February 2014. Mr. Yan served as the vice chairman and Party
Secretary of the Company from August 2011 until February 2014 when he became the general
manager, a director and a Party Committee member of the Company and the Party Secretary and vice
chairman of PowerChina Limited. Between December 2014 and November 2016, Mr. Yan served as
the chairman, legal representative and deputy Party Secretary of both the Company and PowerChina

Limited. He also continued serving the Company as general manager until August 2016.

TAE (Ding Yanzhang), aged 56, obtained a bachelor’s degree in water construction machinery
from China Three Gorges University (I K%2) and is currently the general manager, director and
deputy Party Secretary of the Company.

F 38 (Wang Bin), aged 55, graduated from Chengdu University of Science and Technology (Jl#S#}
$2K#) and is currently a deputy Party Secretary of both the Company and PowerChina Limited, as
well as a director of PowerChina Limited. From February 2000 to May 2003, Mr. Wang served as the
director of planning and operations of HydroChina Engineering Consulting Co., Ltd. and the
commissioner of planning and operations of China Renewable Energy Engineering Institute. From
May 2003 to September 2003, Mr. Wang served as the vice mayor of Guizhou Province Liupanshui
City (M B /NEB/KTEIT ) as a temporary assignment. From September 2003 to November 2011,
Mr. Wang served as a deputy general manager and Party member of HydroChina Corporation and
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deputy dean of China Renewable Energy Engineering Institute. Mr. Wang has served as the
Company’s Party Committee member since August 2011. Mr. Wang has been serving as the general
manager, legal representative, and deputy Party Secretary of HydroChina Corporation from
November 2011 to February 2014 and has also been serving as a Party Committee member of the
Company, a deputy general manager and a Party Committee member of PowerChina Limited from
February 2014 to March 2018. From March 2018 to December 2018, Mr. Wang served as a deputy
Party Secretary, a deputy general manager and a director of PowerChina Limited. Since March 2018,
Mr. Wang has been serving as a deputy Party Secretary of the Company.

ZJ’R (Liu Yuan), aged 56, obtained a doctorate degree in economics from the Renmin University of
China (I AR KE). Mr. Liu is currently a Party Committee member of both the Company and
PowerChina Limited, as well as a deputy general manager of PowerChina Limited. From February
2009 to September 2017, Mr. Liu served as a deputy director of the Bureau of Comprehensive
Supervision of SASAC (BBl & Z %5 & /7). From September 2017 to September 2019, Mr. Liu
served as an inspector of the Bureau of Comprehensive Supervision of SASAC.

FF#E (Fu Yueyan), aged 60, obtained a diploma from the Wuhan Institute of Metallurgy (IVEIR
SHEFEHERIEL). Mr. Fu is currently a Party Committee member and the secretary of the
Commission for Discipline Inspection of the Company. From May 2002 to May 2006, Mr. Fu served
as the deputy general manager of the Pangang Group Chengdu Steel & Iron Co., Ltd. (ZE8H%E [H %
HRSM A BR B 1L /A ). Mr. Fu served as the deputy general manager and a Party Committee Member
of Panzhihua Iron & Steel (Group) Company Limited (ZEFEHIEREEE)ABR/ATR]) between May
2006 and October 2008. From October 2008 to January 2010, Mr. Fu served as an executive director,
general manager and deputy Party Secretary of the Sinosteel Corporation Limited (7[5 # % /A
FR/ZyF]) and a Party Committee Member of Sinosteel Corporation (H [ H i ££ [ /2 F]). From June
2011 to August 2011, he was the deputy Party Secretary and the secretary of the Commission for
Discipline Inspection of China Railway Materials Commercial Corp. ("1 # 4 & 48/2F]). From
August 2011 to December 2016, he was the deputy Party Secretary and the secretary of the
Commission for Discipline Inspection of both China Railway Materials Commercial Corp. and China
Railway Materials Company Limited ([ 8% & {3 A B2 7). Mr. Fu was also the chairman of
the Supervisory Board of China Railway Materials Company Limited from August 2011 to August
2014.

¥R (Yang Liang), aged 52, obtained a bachelor degree in accounting from Beijing Jiaotong
University (A6 53¢ KEE), and an Executive Master of Business Administration degree from the
Guanghua School of Management, Peking University (3650 REEIHEE BIELEE). Mr. Yang is a senior
account, and is currently a Party Committee member of both the Company and PowerChina Limited,
as well as the chief accountant of PowerChina Limited. He is also a consultant expert in management
accounting for the Ministry of Finance, a procurement evaluation expert for the central government,
a director of the “Finance and Accounting” ( {MAHEL &) ) magazine, a member of the editorial
board of the “International Business Accounting” ( (EIFEXPIHIAE) ) magazine, and the vice
chairman of the Construction Finance and Taxation Committee of China Association of Construction
Enterprise Management (7B jifi 11> 28 2 i & i 58 W Bl T/E 2 B ). From March 2014 to January
2020, Mr. Yang served as a Party Committee member, the director of finance and the chief financial
officer of China Railway Group Limited ([ s &5 A BR A 7). In addition, Mr. Yang also served
as a director and a supervisor in a number of subsidiaries of China Railway Group Limited. From
September 2017 to December 2017, Mr. Yang served as a Party Committee member, the chief
account, the head of the accounting division, the director of finance of the project headquarters, the
deputy director and the director of finance of China Railway Engineering Group Co., Ltd. (H[E#%
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#% TFEH/ F]). From December 2017 to January 2020, Mr. Yang served as a Party Committee
member of China Railway Engineering Corporation ([ T2 4 B4 B ).

k58 (Yao Qiang), aged 59, obtained a bachelor degree from Shandong Institute of Agricultural
Mechanization (LA & SEMMILZEBE) and is a professor-level senior engineer. Mr. Yao is currently
a Party Committee member of the Company, and a deputy general manager and Party Committee
member of PowerChina Limited. From July 1991 to March 1996, Mr. Yao served as the group deputy
secretary of the Shandong Province Electric Power Industry Bureau (LI % & /1 T.2£5) and deputy
general manager and Party Committee member of Sepco3 Electric Power Construction Corporation
(L3R E S a5 — T2/ ). From March 1996 to July 1999, Mr. Yao served as the deputy director
of the planning and development division of Shandong Province Electric Power Industry Bureau (Ll
WHE ) 13J7), the deputy general manager of Shandong International Electricity Development
Group Co. Ltd. (111 5[5 %5 75 I BA %% B F7 PR/ 7]) and the secretary’s assistant of Shandong Province
Electric Power Industry Bureau. From July 1999 to June 2003, Mr. Yao served as the general
manager’s assistant, deputy general manager and Party member of China Power Engineering
Consulting Co. Ltd. (B & ) TRERA R A PR E]). From June 2003 to August 2011, Mr. Yao served
as the deputy general manager and Party member of the China Power Engineering Consulting Group
Corporation (87 /] TFER 4B A F]). Mr. Yao served as the deputy general manager of the
Company from August 2011 to February 2014 and has since been serving as the Company’s Party
Committee member and PowerChina Limited’s deputy general manager and Party Committee

member.

Z=3#%& 89 (Li Yanming), aged 56, completed an undergraduate programme in hydraulic architecture and
obtained a bachelor’s degree in engineering, both from North China University of Water Resources
and Electric Power (FEJL/KF|KEELFE). Mr. Li also obtained an executive master in business
administration from University of Electronic Science and Technology of China (7&TFHZ KEE).
Mr. Li is currently a Party Committee member of both the Company and PowerChina Limited and a
deputy general manager of PowerChina Limited. From March 2012 to February 2014, Mr. Li served
as an assistant general manager and director of enterprise leadership management department and
human resources department of the Company. From February 2014 to March 2018, Mr. Li served as
an assistant general manager and director of enterprise leadership management department of
PowerChina Limited. From September 2014 to March 2018, Mr. Li served as a Party Committee
member of the Company.
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EXCHANGE RATES

The People’s Bank of China (the “PBOC”) sets and publishes daily a base exchange rate with
reference primarily to the supply and demand of Renminbi with reference to a basket of currencies
in the market during the prior day. The PBOC also takes into account other factors such as general
conditions existing in the international foreign exchange markets. Since 1994, the conversion of
Renminbi into foreign currencies, including Hong Kong dollars and U.S. dollars, has been based on
rates set by the PBOC, which are set daily based on the previous day’s interbank foreign exchange
market rates and current exchange rates in the world financial markets. From 1994 to July 2005, the
official exchange rate for the conversion of Renminbi to U.S. dollars was generally stable. Although
PRC Governmental policies were introduced in 1996 to reduce restrictions on the convertibility of
Renminbi into foreign currency for current account items, conversion of Renminbi into foreign
exchange for capital items, such as foreign direct investment, loans or securities, requires the
approval of the SAFE and other relevant authorities. On 21 July 2005, the PRC Government
introduced a managed floating exchange rate system to allow the value of the Renminbi to fluctuate
within a regulated band based on market supply and demand and by reference to a basket of
currencies. The PRC Government has since made and in the future may make further adjustments to
the exchange rate system. The PBOC authorised the China Foreign Exchange Trading Center,
effective since 4 January 2006, to announce the central parity exchange rate of certain foreign
currencies against the Renminbi at 9:15 am each business day. This rate is set as the central parity
for the trading against the Renminbi in the inter-bank foreign exchange spot market and the over the
counter exchange rate for that business day. On 18 May 2007, the PBOC enlarged, effective on 21
May 2007, the floating band for the trading prices in the inter-bank foreign exchange spot market of
Renminbi against the U.S. dollars from 0.3 per cent. to 0.5 per cent. around the central parity rate.
This allows the Renminbi to fluctuate against the U.S. dollar by up to 0.5 per cent. above or below
the central parity rate published by the PBOC. On 20 June 2010, the PBOC announced that it intended
to further reform the Renminbi exchange rate regime by allowing greater flexibility in the Renminbi
exchange rate and on 16 April 2012, the band was expanded to 1.0 per cent. Effective since 11 August
2015, market makers are required to quote their central parity rates for Renminbi against the U.S.
dollar to the China Foreign Exchange Trade System daily before the market opens by reference to the
closing rate of the PRC inter-bank foreign exchange market on the previous trading day in
conjunction with the demand and supply conditions in the foreign exchange markets and exchange
rate movements of major currencies. The PBOC has further authorised the China Foreign Exchange
Trade System to announce its central parity rate for Renminbi against the U.S. dollar through a
weighted averaging of the quotes from the market makers after removing the highest quote and the
lowest quote. The PBOC announces the closing price of a foreign currency traded against the
Renminbi in the inter-bank foreign exchange market after the closing of the market on each working
day, and makes it the central parity for trading against the Renminbi on the following working day.
The International Monetary Fund announced on 30 September 2016 that, effective on 1 October 2016,
the Renminbi was added to its Special Drawing Rights currency basket. On 5 August 2019, the PBOC
set the Renminbi’s daily reference rate above 7 per U.S. dollar for the first time in over a decade
amidst an uncertain trade and global economic climate. There remains significant international
pressure on the PRC government to adopt an even more flexible currency policy, which could result
in further and more significant depreciation of the Renminbi against the U.S. dollar. The PRC

government may from time to time make future adjustments to the exchange rate system in the future.
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The following table sets forth the exchange rate of the Renminbi against the US dollar. The exchange

rate refers to the Noon Buying Rate as set forth in the weekly H.10 statistical release of the US

Federal Reserve Board.

Noon Buying Rate

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

2014 e 6.2046 6.1704 6.2591 6.0402
2005 e 6.4778 6.2869 6.4896 6.1870
2016 i 6.9430 6.6400 6.9580 6.4480
2017 e 6.5063 6.7350 6.9575 6.4773
2018 e 6.8755 6.6292 6.9737 6.2649
2019 i 6.9618 6.9014 7.1786 6.6822
2020 i 6.5250 6.9042 7.1681 6.5208
2021

January ..., 6.4282 6.4672 6.4822 6.4282

February .....coooveviiiiiiiiiiiiiieeiiieeeeeeeen, 6.4730 6.4601 6.4869 6.4344

March (through 5 March) ................... 6.4960 6.4736 6.4960 6.4648

(1)  Average are calculated by averaging the rates on the last business day of each month during the relevant year. Monthly

averages are calculated by averaging the daily rates during the relevant monthly period.
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PRC REGULATIONS

This section summarises the principal PRC laws and regulations which are relevant to the Group’s
business and operations. As this is a summary, it does not contain a detailed analysis of the PRC laws
and regulations which are relevant to the Group’s business and operations.

THE PRC LEGAL SYSTEM

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

guidance.

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

The State Council is the highest organ of the State administration and has the power to enact
administrative rules and regulations. The ministries and commissions under the State Council are also
vested with the power to issue orders, directives and regulations within the jurisdiction of their
respective departments. All administrative rules, regulations, directives and orders promulgated by
the State Council and its ministries and commissions must be consistent with the PRC Constitution
and the national laws enacted by the NPC. In the event that a conflict arises, the Standing Committee
of the NPC has the power to annul such administrative rules, regulations, directives and orders.

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

rules and regulations promulgated by the State Council.

The State Council, provincial and municipal governments may also enact or issue rules, regulations
or directives in new areas of the law for experimental purposes or in order to enforce the law. After
gaining sufficient experience with experimental measures, the State Council may submit legislative
proposals to be considered by the NPC or the Standing Committee of the NPC for enactment at the
national level.

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

~ 149 -



THE PRC JUDICIAL SYSTEM

Under the PRC Constitution and the Law of Organization of the People’s Courts, the judicial system

is made up of the Supreme People’s Court, the local courts, military courts and other special courts.

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

justice by all other courts.

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

procedures.

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

case.

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

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

FOREIGN EXCHANGE CONTROLS

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

Current Account Items

Under the PRC foreign exchange control regulations, current account item payments include
payments for imports and exports of goods and services, payments of income and current transfers
into and outside the PRC. Prior to July 2009, all current account items were required to be settled in
foreign currencies. Since July 2009, the PRC has commenced a pilot scheme pursuant to which
Renminbi may be used for settlement of imports and exports of goods between approved pilot
enterprises in five designated cities in the PRC including Shanghai, Guangzhou, Dongguan, Shenzhen
and Zhuhai and enterprises in designated offshore jurisdictions including Hong Kong and Macau. In
June 2010, August 2011 and February 2012 respectively, the PRC government promulgated the
Circular on lIssues concerning the Expansion of the Scope of the Pilot Program of Renminbi
Settlement of Cross-Border Trades, the Circular on Expanding the Regions of Cross-border Trade
Renminbi Settlement and the Notice on Matters Relevant to the Administration of Enterprises
Engaged in Renminbi Settlement of Export Trade in Goods (together, the “Circulars”) with regard
to the expansion of designated cities and offshore jurisdictions implementing the pilot Renminbi
settlement scheme for cross-border trades. Pursuant to these Circulars, (i) Renminbi settlement of
imports and exports of goods and of services and other current account items became permissible, (ii)
the list of designated pilot districts were expanded to cover all provinces and cities in the PRC, (iii)
the restriction on designated offshore districts has been lifted and (iv) any enterprise qualified for the
export and import business is permitted to use Renminbi as settlement currency for exports of goods,
provided that the relevant provincial government has submitted to PBOC and five other PRC
authorities (the “Six Authorities”) a list of key enterprises subject to supervision and the Six
Authorities have verified and signed off such list (the “Supervision List”).

On 5 July 2013, the PBOC promulgated the Circular on Policies related to Simplifying and Improving
Cross-border Renminbi Business Procedures (the “2013 PBOC Circular”), which, in particular,
simplifies the procedures for cross-border Renminbi trade settlement under current account items.
For example, PRC banks may conduct settlement for PRC enterprises (excluding those on the
Supervision List) upon the PRC enterprises presenting the payment instruction. PRC banks may also
allow PRC enterprises to make/receive payments under current account items prior to the relevant
PRC bank’s verification of underlying transactions (noting that verification of underlying
transactions is usually a precondition for cross-border remittance).

The Circulars and the 2013 PBOC Circular will be subject to interpretation and application by the

relevant PRC authorities. Local authorities may adopt different practices in applying these circulars
and impose conditions for settlement of current account items.
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Capital Account Items

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

Until recently, settlement for capital account items were generally required to be made in foreign
currencies. For instance, foreign investors (including any Hong Kong investors) are required to make
any capital contribution to foreign invested enterprises in a foreign currency in accordance with the
terms set out in the relevant joint venture contracts and/or articles of association as approved by the
relevant authorities. Foreign invested enterprises or relevant PRC parties were also generally required
to make capital account payments including proceeds from liquidation, transfer of shares, reduction

of capital, interest and principal repayment to foreign investors in a foreign currency.

On 10 May 2013, SAFE promulgated the Provisions on the Foreign Exchange Administration of
Domestic Direct Investment by Foreign Investors (the “SAFE Provisions”), which became effective
on 13 May 2013. According to the SAFE Provisions, foreign investors can use cross-border Renminbi
(including Renminbi inside and outside the PRC held in the capital accounts of non-PRC residents)
to make a contribution to an onshore enterprise or make a payment for the transfer of an equity
interest of an onshore enterprise by a PRC resident within the total investment amount approved by
the competent authorities (for example, MOFCOM and/or its local counterparts as well as financial
regulators). Capital account transactions in Renminbi must generally follow the current foreign
exchange control regime applicable to foreign currencies.

On 3 December 2013, MOFCOM promulgated the Announcement on Issues in relation to
Cross-border Renminbi Foreign Direct Investment (the “MOFCOM Announcement”), which
became effective on 1 January 2014, to further facilitate foreign direct investment by simplifying and
streamlining the applicable regulatory framework. Pursuant to the MOFCOM Announcement, the
appropriate office of MOFCOM and/or its local counterparts will grant written approval for each
foreign direct investment and specify “Renminbi Foreign Direct Investment” and the amount of
capital contribution in the approval. The MOFCOM Announcement also removes the approval
requirement for foreign investors who intend to change the currency of its existing capital
contribution from a foreign currency to Renminbi. In addition, the MOFCOM Announcement
specifically prohibits the use of funds used for foreign direct investment for any investment in
securities and financial derivatives (except for investment in the PRC listed companies as strategic
investors) or for entrustment loans in the PRC.

On 9 June 2016, the SAFE promulgated the Notice on Reforming and Standardizing the
Administrative Provisions on Capital Account Foreign Exchange Settlement ([ {5 Fl R i 5 A8 I
H %5 e BB SR Y48 A1, the “SAFE Circular 16”) which took effect on the same day. According to
the SAFE Circular 16, enterprises registered in PRC could settle the external debts in foreign
currencies to Renminbi at their own discretion. The SAFE Circular 16 sets a uniform standard for
discretionary settlement of foreign currencies under capital accounts (including but not limited to
foreign currency capital, foreign debts and repatriated funds raised through overseas listing), which
is applicable to all enterprises registered in PRC. It reiterated that the Renminbi funds obtained from
the settlement of foreign currencies shall not be used directly or indirectly for purposes beyond the
company’s scope of business, and shall not be used for domestic securities investment or investments
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and wealth management products other than principal-protected products issued by banks, unless
otherwise expressly prescribed. Furthermore, such Renminbi funds shall not be used for disbursing
loans to non-affiliated enterprises, unless the scope of business expressly provides so; and shall not
be used to construct or purchase real estate not for self-use (except for real estate enterprises).

On 23 October 2019, SAFE issued Notice of the State Administration of Foreign Exchange on Further
Promoting the Facilitation of Cross-border Trade and Investment (“Circular 28”), according to
which, among other things, the pilot program (to facilitate foreign exchange receipts and payments
for trade in services and to facilitate payment with the income under capital account) is launched,
restrictions on the domestic equity investment by non-investment foreign-funded enterprises with
their capital funds is cancelled, the restriction on the use of foreign exchange settlement funds under
the capital account is relaxed, the administration of registration of foreign debts of enterprises is
reformed.

REGULATIONS REGARDING OVERSEAS INVESTMENT, ACQUISITION AND
FINANCING ACTIVITIES

NDRC Supervision

According to the “Administrative Measures for Outbound Investment by Enterprises” effective from
1 March 2018, the approval administration and filing administration shall be respectively applied to
different overseas investment projects. If the sensitive projects are carried out directly by PRC
enterprises or via the overseas enterprises under their control, these overseas investment projects
shall be subject to the verification and approval of NDRC. For non-sensitive projects that are directly
carried out by PRC enterprises, those overseas investment projects shall be subject to the
record-filling administration. Specifically, if the overseas investment projects are carried out by
enterprises under central management (including financial enterprises under central management and
enterprises directly managed by the State Council or institutions under the State Council) or carried
out by local enterprises in which the amount of Chinese investment reaches or exceeds US$300
million, such projects shall be subject to the record-filing by NDRC. If the overseas investment
projects are carried out by local enterprises in which the amount of Chinese investment is below
US$300 million, such projects shall be subject to the record-filing by the local NDRC branch office.

According to the “Administrative Measures for Outbound Investment by Enterprises”, the “Measures
for the Administration of Approval and Filing of Overseas Investment Projects” terminated.

Investment projects to be carried out in Hong Kong and/or the Macao Special Administrative Region
by investment entities shall also be governed by the “Administrative Measures for Outbound

Investment by Enterprises”.
MOFCOM Supervision

MOFCOM issued the Administration of Overseas Investment on 6 September 2014, effective from 6
October 2014 (the “Overseas Investment Rules”). Under the Overseas Investment Rules, a domestic
enterprise intending to carry out any overseas investment shall report to the competent department of
commerce for verification or filing and shall, with regard to an enterprise so verified or filed, issue
thereto an Enterprise Overseas Investment Certificate. If two or more enterprises make joint
investment to establish an overseas enterprise, the larger (or largest) shareholder shall be responsible
for the verification or filing procedure after soliciting written consent of other investing parties.
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An enterprise that intends to invest in a sensitive country or region or a sensitive industry shall apply
for the verification by MOFCOM. “Sensitive countries and regions” mean those countries without
a diplomatic relationship with the PRC, or subject to the UN sanctions or otherwise under the list of
verified countries and regions published by MOFCOM from time to time. “Sensitive industries”
mean those industries involving the products and technologies which are restricted from being
exported, or affecting the interests of more than one country (or region). In accordance with the
Overseas Investment Rules, a Central Enterprise shall apply to MOFCOM for verification and
MOFCOM shall, within 20 working days of accepting such application, decide whether or not the
verification is granted. For a local enterprise, it shall apply through the provincial department of
commerce to MOFCOM for such verification. The provincial department of commerce shall give a
preliminary opinion within 15 working days of accepting such local enterprise’s application and
report all application documents to MOFCOM, while MOFCOM shall decide whether or not the
verification is granted within 15 working days of receipt of such preliminary opinion from the
provincial department of commerce. Upon verification, the Enterprise Overseas Investment
Certificate shall be issued to the investing enterprise by MOFCOM.

Other than those overseas investments subject to MOFCOM verification as described above, all other
overseas investments are subject to a filing requirement. The investing enterprise shall fill and
complete the filing form through the Overseas Investment Management System, an online system
maintained by MOFCOM and print out a copy of such filing form for stamping with the company
chop, and then submit such stamped filing form together with a copy of its business licence, for filing
at MOFCOM (for a Central Enterprise) or the provincial department of commerce (for a local
enterprise) respectively. MOFCOM or the provincial department of commerce shall accept the filing
and issue the Enterprise Overseas Investment Certificate within 3 working days of receipt of such
filing form.

The investing enterprise must carry out the investment within 2 years of the date of the relevant
Enterprise Overseas Investment Certificate, otherwise such Certificate will automatically expire and
a new filing or verification application has to be made by the investing enterprise after such expiry.
In addition, if any item recorded in such Certificate is changed, the investing enterprise shall handle
an updating process at MOFCOM or the provincial department of commerce (as the case may be).

If an overseas invested company carries out a re-investment activity offshore, the investing enterprise
shall report such re-investment activity to MOFCOM or the provincial department of commerce (as
the case may be) after the investment is completed offshore. The investing enterprise shall fill in and
print out a copy of the Overseas Chinese-invested Enterprise Re-investment Report Form from the
Overseas Investment Management System and stamp and submit such Report Form to MOFCOM or
the provincial department of commerce.

The Overseas Investment Rules specifically provide that an overseas invested company cannot use
the words of “China” (“*'[” or “*H1#£”) in its name, unless otherwise approved.

On 18 January 2018, MOFCOM, PBOC, SASAC, China Banking and Insurance Regulatory
Commission (China Banking Regulatory Commission and China Insurance Regulatory Commission
were merged as China Banking and Insurance Regulatory Commission in April 2018), CSRC and
SAFE jointly issued the Interim Measures for the Record-filing (Verification and Approval) and the
Reporting of Outbound Investment Projects (the “Interim Measures”). Under the Interim Measures,
a domestic investor shall, before establishing an enterprise (including by merger, acquisition or any
other means) overseas, submit relevant information and materials to the competent departments. If
such domestic investor’s outbound investment meets the statutory requirements, relevant departments
will process record-filing or verification and approval procedure.
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State-owned Assets Supervision

The “Interim Measures for Administration of Overseas State-owned Property Rights of Central
Enterprises” and the “Measures for the Supervision and Administration of the Outbound Investment
by Central Enterprises” also apply to overseas investment projects. Where overseas enterprises
wholly-owned or controlled by Central Enterprises and their subsidiaries at all levels conduct
economic activities such as transferring or acquiring properties, making non-monetary contribution,
changing the state-owned shareholding in non-listed companies, consolidation, division, dissolution
or liquidation, they shall retain a professional agency with the corresponding qualifications,
professional experiences and good reputation to evaluate or valuate subject matters, and the

evaluation items or valuation results shall be submitted to SASAC for record-filing or approval.

If the domestic enterprise is a Central Enterprise, it shall establish and perform investment
decision-making procedures and management control system, shall establish and improve
administration systems and submitted to SASAC for record-filing, and shall establish annual
investment plan and submit it to SASAC and make a copy of the project approval documents to
SASAC.

Overseas enterprises which have completed overseas registration shall make state-owned assets
ownership registration with SASAC.

Foreign Exchange Administration

According to the Circular of the State Administration of Foreign Exchange on Promulgating the
Administrative Provisions on Foreign Exchange of the Outbound Direct Investments of Domestic
Institutions, which was promulgated on 13 July 2009, corporations, enterprises or other economic
organisations (domestic investors) that have been permitted to make outbound investment shall go
through the procedures of registration to the Foreign Exchange Bureau. The Foreign Exchange
Bureau shall issue the Foreign Exchange Registration Certificate for overseas direct investment to the
domestic institution. The domestic institution shall go through the formalities for outward remittance
of funds for overseas direct investment at a designated foreign exchange bank by presenting the
approval document issued by the department in charge of overseas direct investment and the Foreign
Exchange Registration Certificate for overseas direct investment. The scope of foreign exchange
funds for overseas direct investment of domestic institutions includes their own foreign exchange
funds, domestic loans in foreign currencies in compliance with relevant provisions, foreign exchange
purchased with Renminbi, material objects, intangible assets and other foreign exchange funds
approved by the Foreign Exchange Bureau for overseas direct investment. The profits gained from
overseas direct investment of domestic institutions may be deposited in overseas banks and used for

overseas direct investment.
NDRC Registration and Report in relation to Foreign Debts Management

Pursuant to the Circular on Promoting the Reform of Administrative System on the Issuance by
Enterprises of Foreign Debts Filings and Registrations ( (588 g ol 5 22 B & B A A £ 5817 4h
e BRI PR %A | the “NDRC Circular 2044”) (effective from 14 September 2015),
the quota review and approval for issuance of foreign debts by enterprises have been removed, the
management of foreign debts have been reformed, and the administration of record-filing and the
registration have been implemented. Pursuant to the NDRC Circular 2044, an enterprise shall: (i)
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apply to the NDRC for the filing and registration procedures prior to the issuance of the bonds; and
(ii) shall report the information on the issuance of the bonds to NDRC within 10 working days after
the completion of each issuance. Enterprises issuing foreign debts shall meet the requirements of
maintaining good credit records; no outstanding bonds or other debts in default; having good
corporate governance and foreign debt risk control mechanism, good credit standing, and strong
solvency. The issuer of foreign debts shall handle cash inflow and flow formalities of the foreign
debts with the filing certificate in accordance with regulations.

Pursuant to the NDRC Circular 2044, the NDRC shall control the overall size of foreign debts that
can be raised by PRC enterprises and their controlled overseas branches or enterprises. Based on
trends in the international capital markets, the needs of the PRC economic and social development
and the capacity to absorb foreign debts, the NDRC shall reasonably determine the overall size of
foreign debts and guide the funds towards key industries, key sectors, and key projects encouraged
by the State, and effectively support the development of the real economy. When the limit of the
overall size of foreign debts has been exceeded, the NDRC shall make a public announcement and
shall no longer accept applications for filing and registration. According to the NDRC Circular 2044,
the proceeds raised may be used onshore or offshore according to the actual needs of the enterprises,
but priority shall be given to supporting investment in major construction projects and key sectors,
such as “One Belt and One Road”, the coordinated development of Beijing, Tianjin, and Hebei
province, the Yangtze River Economic Belt, international cooperation on production capacity, and the
manufacturing of equipment. As the NDRC Circular 2044 is newly published, certain detailed aspects
of its interpretation and application remain subject to further clarification. The Guarantor undertakes

that it will comply with the requirements of the NDRC Circular 2044 in respect of the Securities.
Regulations regarding Provision of Cross-border Security

On 12 May 2014, SAFE promulgated the Notice concerning the Foreign Exchange Administration
Rules on Cross-Border Security and the relating implementation guidelines (collectively the “SAFE
Circular 29”). The SAFE Circular 29, which come into force on 1 June 2014, replace twelve other
regulations regarding cross-border security and introduce a number of significant changes, including:
(i) abolishing prior SAFE approval and quota requirements for cross-border security; (ii) requiring
SAFE registration for two specific types of cross-border security only; (iii) removing eligibility
requirements for providers of cross-border security; (iv) providing that the validity of any
cross-border security agreement is no longer subject to SAFE approval, registration, filing, or any
other SAFE administrative requirements; (v) removing SAFE verification requirement for
performance of cross-border security. A cross-border guarantee is a form of security under the SAFE

Circular 29. The SAFE Circular 29 classifies cross-border security into three types:

. Nei Bao Wai Dai (Nf&£4ME) (“NBWD”): security/guarantee provided by an onshore security

provider for a debt owing by an offshore debtor to an offshore creditor.

. Wai Bao Nei Dai (JMRINE) (“WBND”): security/guarantee provided by an offshore security
provider for a debt owing by an onshore debtor to an onshore creditor.

. Other Types of Cross-border Security (GBIEXFELIEIR): any relevant cross-border
security/guarantee other than NBWD and WBND.
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In respect of NBWD, in the case where the onshore security provider is a non-financial institution,
it shall conduct a registration of the relevant security/guarantee with SAFE within 15 working days
after its execution (or 15 working days after the date of any change to the security). The funds
borrowed offshore shall not be directly or indirectly repatriated to or used onshore by means of loans,
equity investments or securities investments without SAFE approval. The onshore security provider
can pay to the offshore creditor directly (by effecting remittance through an onshore bank) where the
NBWD has been registered with SAFE. In addition, if any onshore security provider under a NBWD
provides any security or guarantee for an offshore bond issuance, the offshore issuer’s equity shares
must be fully or partially held directly or indirectly by an onshore security provider. Moreover, the
proceeds from any such offshore bond issuance must be applied towards the offshore project(s),
where an onshore entity holds equity interest, and in respect of which the related approval,
registration, record, or confirmation have been obtained from or made with the competent authorities
subject to PRC Laws.

On 26 January 2017, SAFE issued the Circular on Further Promoting the Reform of Foreign
Exchange Administration and Improving the Genuineness and Compliance Review and Verification
Process (BRFNHE— - HEMESNHER BLRACHE 58 35 L S BUVE A 193 A) (“SAFE Circular 37), which
eases certain restrictions on the use of proceeds raised under a “NBWD” structure and generally
allows the proceeds raised under a “NBWD” structure to be repatriated onshore and used in the PRC
by way of loans and equity investments. The second series of the Policy Q&As in relation to the
SAFE Circular 3 ( B AMHE BEJR) B E — 0 SN HE A BRI 58 5 U S RS I n @ ) (B
FE[2017]359%) BUR 22 (35 1)) (“Policy Q&As in relation to the SAFE Circular 3”) published by
SAFE on its official website on 27 April 2017 further clarified that, for offshore bond issuance by
offshore entities which is secured by PRC onshore guarantees, the restrictions on the use of proceeds
for offshore bond issuance as mentioned in the SAFE Circular 29 above still apply despite of SAFE
Circular 3. However, in practice, application or exemption of such restrictions on the use of proceeds

to a large extent remains subject to SAFE’ discretion on a case by case basis.

The SAFE Circular 3 and Policy Q&As in relation to the SAFE Circular 3 will be subject to
interpretation and application by the relevant PRC authorities. Local authorities may adopt different
practices in applying the SAFE Circular 3 and Policy Q&As in relation to the SAFE Circular 3.

The Guarantor will unconditionally and irrevocably guarantee the due payment of all sums expressed
to be payable by the Issuer under the Securities and the Trust Deed. The Guarantor’s obligations in
respect of the Securities and the Trust Deed are contained in the Deed of Guarantee. The Deed of
Guarantee will be executed by the Guarantor on or before the Issue Date. Under the SAFE Circular
29, the Deed of Guarantee does not require any pre-approval by SAFE and is binding and effective

upon execution.

The Guarantor is required to submit the Deed of Guarantee to the local SAFE for registration within
15 working days after its execution. The SAFE registration is a post signing registration requirement,

which is not a condition to the effectiveness of the Guarantee.

Under the SAFE Circular 29, the local SAFE will review the Guarantor’s application for registration.
Upon completion of the review, the local SAFE will issue a registration certificate or record to the

Guarantor to confirm the completion of the registration.
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Under the SAFE Circular 29:

. non-registration does not render the Guarantee ineffective or invalid under PRC law although
SAFE may impose penalties on the Guarantor if registration is not carried out within the
stipulated time frame of 15 working days; and

. there may be logistical hurdles at the time of remittance (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 order to effect such remittance, although this does not affect the validity of the

Guarantee itself.

EIT LAW

Prior to 1 January 2008, under the then applicable PRC law and regulations, entities established in
the PRC were generally subject to a 33 per cent. EIT. However, entities that satisfied certain
conditions enjoyed preferential tax treatment. In accordance with the tax laws and regulations
effective until 31 December 2007, foreign invested manufacturing enterprises scheduled to operate
for a period no less than ten years were exempted from paying state income tax for two years starting
from its first profit making year and were allowed a 50 per cent. reduction in its tax rate in the third,
fourth and fifth years (“two-year exemption and three-year reduction by half”).

On 16 March 2007, the NPC enacted the EIT law, which, together with its related implementation
rules issued by the State Council on 6 December 2007, became effective on 1 January 2008 and was
amended on 24 February 2017 and 29 December 2018. The new EIT law imposes a single uniform
income tax rate of 25 per cent. on all Chinese enterprises, including foreign invested enterprises, and
eliminates or modifies most of the tax exemptions, reductions and preferential treatments available
under the previous tax laws and regulations. On 26 December 2007, the State Council issued a

“Notice on the Implementation of the Transitional Preferential Tax Policies”, or Circular 39.

Further, as at 1 January 2008, the enterprises that previously enjoyed “two-year exemption and
three-year reduction by half” of EIT and other preferential treatments in the form of tax deductions
and exemptions within specified periods may, after the implementation of the new EIT law, continue
to enjoy the relevant preferential treatments until the expiration of the time period. However, if such
an enterprise has not enjoyed the preferential treatments yet because of its failure to make profits, its

preferential time period shall be calculated from 2008.

After the implementation of the new EIT law, the preferential tax treatment for encouraged
enterprises located in western China and certain industry-oriented tax incentives are still available.
Pursuant to the “Announcement of the Ministry of Finance, the State Taxation Administration and the
National Development and Reform Commission on Continuation of the Enterprise Income Tax Policy
for Development of Western Region”, effective from 1 January 2021, the enterprises within the
state-encouraged industry established in western China are taxed at a preferential income tax rate of
15 per cent. for years from 1 January 2021 to 31 December 2030 after being approved by the

competent tax authority.
In addition, pursuant to the “Circular of the Ministry of Finance and State Administration of Taxation

on Issues Relevant to the Execution of the Catalogue of Public Infrastructure Projects Entitled for
Preferential Tax Treatment” promulgated on 23 September 2008 (“Circular 46”) and the “Circular
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of the State Administration of Taxation on the Issues of the Implementation of the Key Public
Infrastructure Projects Supported by the State and Entitled for Preferential Tax Treatment” with
effect from 1 January 2008 (“Circular 80”), an enterprise set up after 1 January 2008 and engaged
in public infrastructure projects is entitled to three-year full exemption followed by a three-year 50
per cent. exemption commencing from the first year it generates operating income. Accordingly, wind
power projects which have obtained government approval on or after 1 January 2008 are fully
exempted from EIT for three years starting from the year when operating income is first derived from
the sales of electricity, and is 50 per cent. exempted from EIT for three years thereafter.

VALUE-ADDED TAX

According to the Tentative Regulations on the Value-added Tax of the PRC which was promulgated
by the State Council on 10 November 2008 and came into effect on 1 January 2009, and the Detailed
Implementation Rules of the Tentative Regulations on the Value-added Tax of the PRC promulgated
by the MOF which came into effect on 1 January 2009 and was amended on 28 October 2011,
organisations or individuals who sell commodities, provide processing, repairing or replacement
services, or import commodities within the PRC’s territories are subject to value-added tax, and shall
pay the value-added tax accordingly. The rate of the value-added tax shall be 17 per cent. or 13 per
cent., depending on the commodities being sold. For taxpayers exporting commodities, the tax rate
shall be zero per cent.

With the reform of Value-added Tax since 2012, the MOF and the State Administration of Taxation
promulgated a series of regulations and commenced pilot from the transport industry and part of the
modern service industries which gradually expands to the scope of the pilot reform region and the
applicable industry scope, and ultimately under the Notice of the MOF and the State Administration
of Taxation on Overall Implementation of the Pilot Program of Replacing Business Tax with
Value-added Tax which was promulgated on 23 March 2016 and came into effect on 1 May 2016, the
pilot program of replacing business tax with value-added tax shall be implemented nationwide
effective since 1 May 2016 and all business tax payers in industries such as construction real estate,
finance and services, shall be included in the scope of the pilot program and pay value-added tax
instead of business tax.

The State Administration of Taxation and the MOF issued the Notice on the Adjustment to VAT Rates
on 4 April 2018 and the State Administration of Taxation, the MOF and the General Administration
of Customs issued the Announcement on Policies for Deepening the VAT Reform on 20 March 2019,
respectively, according to which, VAT rates have been adjusted accordingly.

ENVIRONMENTAL PROTECTION LAWS

The State Environmental Protection Administration is responsible for the overall supervision and
management of environmental protection in the PRC. All manufacturers in the PRC must comply with
environmental laws and regulations including the Environmental Protection Law of the PRC,
Prevention and Control of Water Pollution Law of the PRC, Prevention and Control of Air Pollution
Law of the PRC and Prevention and Control of Environmental Pollution by Solid Waste Law of the
PRC, and relevant environmental regulations such as provisions regarding the treatment and disposal
of pollutants and sewage, discharge of polluted fumes and the prevention of industrial pollution.
Depending on the circumstances and the seriousness of the violation of the environmental
regulations, the local authorities are authorised to impose various types of penalties on the persons
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or entities in violation of the environmental regulations. The penalties which could be imposed
include the issue of warning, suspension of operation or installation and use of preventive facilities
which are incomplete and fail to meet the prescribed standard, reinstallation of preventive facilities
which have been dismantled or left idle, administrative sanction against office-in-charge, suspension
of business operations or shut-down of the enterprise or institution. Fines could also be levied
together with these penalties. The relevant local authorities may apply to the court for compulsory
enforcement of environmental compliance. The persons or entities in violation of the applicable laws

and regulations may also be liable to pay damages to the victims and/or result in criminal liability.

Other environmental protection laws applicable to the Group include the “Regulations of
Environmental Management on Project’, the “Regulations of Environmental Protection Acceptance

Inspection on Projects Completion” and the Environmental Impact Evaluation Law of the PRC.
LABOUR LAWS
Employment Contracts

The Labour Contract Law (%585 []%), promulgated by the SCNPC on 29 June 2007, which became
effective on 1 January 2008 and was amended on 28 December 2012 and became effective on 1 July
2013, governs the relationship between employers and employees and provides for specific
provisions in relation to the terms and conditions of an employee contract. The Labour Contract Law
stipulates that employee contracts shall be in writing and signed. It imposes more stringent
requirements on employers in relation to entering into fixed-term employment contracts, hiring of
temporary employees and dismissal of employees. Pursuant to the Labour Contract Law, employment
contracts lawfully concluded prior to the implementation of the Labour Contract Law and continuing
as at the date of its implementation shall continue to be performed. Where an employment
relationship was established prior to the implementation of the Labour Contract Law, but no written
employment contract was concluded, a contract shall be concluded within one month after its

implementation.
Employee Funds

Under applicable PRC laws, regulations and rules, including the Social Insurance Law (& fRF),
promulgated by the SCNPC on 28 October 2010, which became effective on 1 July 2011 and was
amended on 29 December 2018, the Interim Regulations on the Collection and Payment of Social
Insurance Premiums (& R 53 2 S 170 #1), promulgated by the State Council on 22 January
1999, which became effective on 22 January 1999 and was amended on 24 March 2019, and
Administrative Regulations on the Housing Provident Fund (fEF AT &% HFEH]), promulgated by
the State Council on 3 April 1999, which became effective on 3 April 1999 and was amended on 24
March 2002 and 24 March 2019 respectively, employers are required to contribute, on behalf of their
employees, to a number of social security funds, including funds for basic pension insurance,
unemployment insurance, basic medical insurance, occupational injury insurance, maternity leave
insurance, and to housing provident funds. These payments are made to local administrative
authorities and any employer who fails to contribute may be fined and ordered to pay the outstanding

amount within a stipulated time period.
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TAXATION

The following summary of certain tax consequences of the purchase, ownership and disposition of the
Securities is based upon applicable laws, regulations, rulings and decisions in effect as of the date
of this Offering Circular, all of which are subject to change (possibly with retroactive effect). This
discussion does not purport to be a comprehensive description of all the tax considerations that may
be relevant to a decision to purchase, own or dispose of the Securities and does not purport to deal
with consequences applicable to all categories of investors, some of which may be subject to special
rules. Neither these statements nor any other statements in this Offering Circular are to be regarded
as advice on the tax position of any holder of the Securities or any persons acquiring, selling or
otherwise dealing in the Securities or on any tax implications arising from the acquisition, sale or
other dealings in respect of the Securities. Persons considering the purchase of the Securities should
consult their own tax advisers concerning the possible tax consequences of buying, holding or selling
any Securities under the laws of their country of citizenship, residence or domicile.

PRC

The following summary describes the principal PRC tax consequences of ownership of the Securities
by beneficial owners who, or which, are not residents of the PRC for PRC tax purposes. These
beneficial owners are referred to as non-PRC Holders in this “PRC” section. In considering whether
to invest in the Securities, investors should consult their individual tax advisors with regard to the
application of PRC tax laws to their particular situations as well as any tax consequences arising
under the laws of any other tax jurisdiction.

Pursuant to the Enterprise Income Tax Law of the PRC (FF#E A RILANE B 15FLL) (the “EIT
Law”) which took effect on 1 January 2008 and was amended on 24 February 2017 and 29 December
2018 and its implementation rules, enterprises that are established under laws of foreign countries and
regions (including Hong Kong, Macau and Taiwan) but whose “de facto management body” are
within the territory of China are treated as PRC tax resident enterprises for the purpose of the EIT
Law and must pay PRC enterprise income tax at the rate of 25% in respect of their taxable income.
If relevant PRC tax authorities decide, in accordance with applicable tax rules and regulations, that
the “de facto management body” of the Issuer is within the territory of PRC, the Issuer may be held
to be a PRC tax resident enterprise for the purpose of the EIT Law and be subject to PRC enterprise
income tax at the rate of 25 per cent. on its taxable income. At the date of this Offering Circular, the
Issuer has not been notified or informed by the PRC tax authorities that it is considered as a PRC tax
resident enterprise for the purpose of the EIT Tax Law.

However, there is no assurance that the Issuer will not be treated as a PRC tax resident enterprise
under the EIT Law and related implementation regulations in the future. Pursuant to the EIT Law and
its implementation regulations, any non-resident enterprise without an establishment within the PRC
or whose income has no connection to its establishment inside the PRC must pay enterprise income
tax on income sourced within the PRC, and such income tax must be withheld at source by the PRC
payer acting as a withholding agent, who must withhold the tax amount from each payment.
Accordingly, in the event the Issuer is deemed to be a PRC tax resident enterprise by the PRC tax
authorities in the future, the Issuer or the Guarantor may be required to withhold income tax from the
payments of interest in respect of the Securities to any non-PRC Holder, and gain from the disposition
of the Securities may be subject to PRC tax, if the income or gain is treated as PRC-source. The tax
rate is generally 10% for non-resident enterprise Holders and 20% in the case of non-resident
individuals. The Issuer and the Guarantor have agreed to pay additional amounts to Holders, subject
to certain exceptions, so that they would receive the full amount of the scheduled payment, as further
set out in the Terms and Conditions of the Securities.
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As the Guarantor is a PRC resident enterprise, if the Issuer is not able to make payments under the
Securities and the Guarantor fulfils the payment obligations of the Guarantee, the Guarantor might
need to withhold PRC income tax on payments with respect to the Securities to non-resident
enterprise Holders at the rate of 10 per cent. and to non-resident individual Holders at a rate of 20
per cent., in each case, subject to the application of any relevant income tax treaty that the PRC has
entered into, and capital gains on the transfer of the Securities of non-resident Holders may be
regarded as derived from sources within the PRC and therefore subject to PRC income tax.

Value-added Tax (“VAT”)

On 23 March 2016, MOF and State Administration of Taxation (the “SAT”) issued the Circular of
Full Implementation of Replacing Business Tax with Value-Added Tax Reform (Caishui [2016] No.
36) (BRI 4 TH HEAT 748 3P0 U0 (B R 5 B %8 HT) (“Circular 367), which confirms that business tax
will be completely replaced by VAT from 1 May 2016. Since then, the income derived from the
provision of financial services which attracted business tax will be entirely replaced by, and subject
to, VAT.

According to Circular 36, the entities and individuals providing the services within China shall be
subject to VAT. The services are treated as being provided within China where either the service
provider or the service recipient is located in China. The services subject to VAT include the provision
of financial services such as the provision of loans. It is further clarified under Circular 36 that the
“loans” refers to the activity of lending capital for another’s use and receiving the interest income
thereon. It is not clear from the interpretation of Circular 36, if the provision of loans to the Issuer
could be considered as services provided within the PRC, which thus could be regarded as the
provision of financial services that could be subject to VAT. Furthermore, there is no assurance that
the Issuer will not be treated as resident enterprises under the EIT Law. PRC tax authorities could
take the view that the Holders are providing loans within the PRC because the Issuer is treated as
PRC tax residents. In which case, the issuance of the Securities could be regarded as the provision
of financial services within the PRC that is subject to VAT.

Where a Holder who is an entity or individual located outside of the PRC resells the Securities to an
entity or individual located outside of the PRC and derives any gain, since neither the service
provider nor the service recipient is located in the PRC, theoretically Circular 36 does not apply and
the Issuer or the Guarantor does not have the obligation to withhold the VAT or the local levies.
However, there is uncertainty as to the applicability of VAT if either the seller or buyer of the
Securities is located inside the PRC.

Stamp Duty

No PRC stamp duty will be imposed on non-PRC Holders neither upon issuance of the Securities nor
upon a subsequent transfer of Securities to the extent that the issuance and the sale of the Securities
is made outside of the PRC.

British Virgin Islands

The Issuer is exempt from all provisions of the Income Tax Ordinance of the British Virgin Islands.

Payments of principal, premium or interest in respect of the Securities to persons who are not resident
in the British Virgin Islands are not subject to British Virgin Islands tax or withholding tax.

- 162 -



Capital gains realised with respect to the Securities by persons who are not persons resident in the
British Virgin Islands are also exempt from all provisions of the Income Tax Ordinance of the British
Virgin Islands.

No estate, inheritance, succession or gift tax, rate, duty, levy or other charge is payable by persons
who are not persons resident in the British Virgin Islands with respect to the Securities.

All instruments relating to transactions in respect of the Securities issued by the Issuer (being a
British Virgin Islands business company without holding any interest in real estate in the British
Virgin Islands) are exempt from payment of stamp duty in the British Virgin Islands.

Hong Kong

Withholding tax

No withholding tax is payable in Hong Kong in respect of payments of principal or distributions on
the Securities or in respect of any capital gains arising from the sale of the Securities.

Profits tax

Hong Kong profits tax is chargeable on every person carrying on a trade, profession or business in
Hong Kong in respect of profits arising in or derived from Hong Kong from such trade, profession
or business (excluding profits arising from the sale of capital assets).

Under the Inland Revenue Ordinance (Cap. 112) of Hong Kong (the “Inland Revenue Ordinance”)
as it is currently applied by the Inland Revenue Department, distribution on the Securities may be
deemed to be profits arising in or derived from Hong Kong from a trade, professional or business
carried on in Hong Kong in the following circumstances:

(a) distribution on the Securities is received by or accrues to a financial institution (as defined in
the Inland Revenue Ordinance) and arises through or from the carrying on by the financial
institution of its business in Hong Kong, notwithstanding that the moneys in respect of which
the distribution is received or accrues are made available outside of Hong Kong; or

(b) distribution on the Securities is derived from Hong Kong and is received by or accrues to a
company carrying on a trade, profession or business in Hong Kong; or

(c) distribution on the Securities is derived from Hong Kong and is received by or accrues to a
person other than a company (such as a partnership), carrying on a trade, profession or business
in Hong Kong and is in respect of the funds of the trade, profession or business.

Gains or profits derived from the sale, disposal or redemption of the Securities will be subject to
Hong Kong profits tax where received by or accrued to a person, other than a financial institution,
who carries on a trade, profession or business in Hong Kong and the sums are revenue in nature and
have a Hong Kong source. The source of such sums will generally be determined by having regard
to the manner in which the Securities are acquired and disposed of.

Sums received by or accrued to a financial institution by way of gains or profits arising through or

from the carrying on by the financial institution of its business in Hong Kong from the sale, disposal
or redemption of the Securities will be subject to profits tax.
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Stamp duty

No stamp duty is payable on the issue or transfer of the Securities.

The Proposed Financial Transactions Tax (“FTT”)

On 14 February 2013, the European Commission published a proposal (the “Commission’s
Proposal”) for a Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France,
Italy, Austria, Portugal, Slovenia and Slovakia (the “participating Member States”). However,

Estonia has since stated that it will not participate.

The Commission’s Proposal has very broad scope and could, if introduced in its current form, apply
to certain dealings in the Securities (including secondary market transactions) in certain
circumstances. The issuance and subscription of Securities should, however, be exempt. Under the
Commission’s Proposal, the FTT could apply in certain circumstances to persons both within and
outside of the participating Member States. Generally, it would apply to certain dealings in the
Securities where at least one party is a financial institution, and at least one party is established in
a participating Member State. A financial institution may be, or be deemed to be, “established” in a
participating Member State in a broad range of circumstances, including (a) by transacting with a
person established in a participating Member State or (b) where the financial instrument which is

subject to the dealings is issued in a participating Member State.
The FTT proposal remains subject to negotiation between the participating Member States. It may
therefore be altered prior to any implementation, the timing of which remains unclear. Additional EU

Member States may decide to participate.

Prospective holders of the Securities are advised to seek their own professional advice in relation to
the FTT.
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SUBSCRIPTION AND SALE

The Issuer and the Guarantor have entered into a subscription agreement with the Joint Lead
Managers dated 25 March 2021 (the “Subscription Agreement”), pursuant to which and subject to
certain conditions contained therein, the Issuer and the Guarantor have jointly and severally agreed
to sell to the Joint Lead Managers, and the Joint Lead Managers have agreed to severally, but not
jointly, subscribe and pay for, or to procure subscribers to subscribe and pay for, the principal amount
of the Securities as set forth opposite their names in the following table:

Principal
amount of
Securities to

Name of Joint Lead Manager be subscribed

(U.S.$)
Standard Chartered Bank . .....oooeiuiiiiiii s 140,000,000
Bank of China Limited........ooiuiiniiiiii e 70,000,000
BOCT Asia LIMITEd ..covvvunieiiiiiieiiiiioi et e e e e et e e e et e e e eaaaneeeeaaes 70,000,000
ABCI Capital LImited ......coouuiiiiiiiiiiiiiiii et e e e e eeae 20,000,000
BIN P ParibDas e 20,000,000
BOCOM International Securities Limited ..........cooviuiiiiniiiiniiiiii e 20,000,000
CCB International Capital Limited ..........cooeiiiiiiiiiiiiiiiiiiiiin e 20,000,000
China Everbright Bank Co., Ltd., Hong Kong Branch ..............cc...ccoo. 20,000,000
China International Capital Corporation Hong Kong Securities Limited .............. 20,000,000
China Securities (International) Corporate Finance Company Limited ................. 20,000,000
CLSA LIMILEA tttiiiiiiiieeiiee e e e et e e et e e e e et e e et e e eataeesaneeaanaeasenaeasnaeasenaeees 20,000,000
CMBC Securities Company Limited.........ccoooeiiiiiiiiiiiiiii e 20,000,000
DBS Bank Ltd........ooiiiiiiiiii e 20,000,000
ICBC International Securities LImited .......ccvininiininiiiiii e 20,000,000
1 0] - | PPN 500,000,000

The Subscription Agreement provides that the Issuer and the Guarantor will jointly and severally
indemnify the Joint Lead Managers against certain liabilities in connection with the offer and sale of
the Securities. The Subscription Agreement provides that the obligations of the Joint Lead Managers
are subject to certain conditions precedent, and entitles the Joint Lead Managers to terminate it in
certain circumstances prior to payment being made to the Issuer.

The Joint Lead Managers and certain of their subsidiaries and affiliates may have performed certain
investment banking and advisory services for the Issuer, the Guarantor and/or their affiliates from
time to time for which they have received customary fees and expenses and may, from time to time,
engage in transactions with and perform services for the Issuer, the Guarantor and/or their affiliates
in the ordinary course of their business.

The Joint Lead Managers and/or their respective affiliates are full service financial institutions
engaged in various activities, which may include securities trading, commercial and investment
banking, financial advisory, investment management, principal investment, hedging, financing and
brokerage activities (“Banking Services or Transactions”). The Joint Lead Managers and their
respective affiliates have, from time to time, performed, and may in the future perform, various
Banking Services and/or Transactions with the Issuer and the Guarantor, for which they have received
or will receive customary fees and expenses.
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The Joint Lead Managers and their respective affiliates may place order, purchase the Securities and
be allocated the Securities (and such order, purchase and allocation may be material) for asset
management and/or proprietary purposes but not with a view to distribution. Such entities may hold
or sell such Securities or purchase further Securities for their own account in the secondary market
or deal in any other securities of the Issuer or the Guarantor, and therefore, they may offer or sell the
Securities or other securities otherwise than in connection with the offering of the Securities.
Accordingly, references herein to the Securities being ‘offered’ should be read as including any
offering of the Securities to the Joint Lead Managers and/or their respective affiliates, for their own
account. Such entities are not expected to disclose such transactions or the extent of any such
investment, otherwise than in accordance with any legal or regulatory obligation to do so.
Furthermore, it is possible that only a limited number of investors may subscribe for a significant
proportion of the Securities. If this is the case, liquidity of trading in the Securities may be
constrained (see “Risk Factors — Risks Relating to the Securities and the Guarantee — One or more
initial investors may subscribe for a material proportion of the aggregate principal amount of the
Securities”). The Issuer, the Guarantor and the Joint Lead Managers are under no obligation to
disclose the extent of the distribution of the Securities amongst individual investors.

In the ordinary course of their various business activities, the Joint Lead Managers and their
respective affiliates make or hold a broad array of investments and actively trade debt and equity
securities (or related derivative securities) and financial instruments (including bank loans) for their
own account and for the accounts of their customers, and may at any time hold long and short
positions in such securities and instruments. Such investment and securities activities may involve
securities and instruments of the Issuer and/or the Guarantor, including the Securities. Certain of the
Joint Lead Managers or their affiliates that have a lending relationship with the Issuer and/or the
Guarantor routinely hedge their credit exposure to the Issuer and/or the Guarantor consistent with
their customary risk management policies. Typically, such Joint Lead Managers and their affiliates
would hedge such exposure by entering into transactions which consist of either the purchase of
credit default swaps or the creation of short positions in the Issuer’s and/or the Guarantor’s securities,
including potentially the Securities offered hereby. Any such short positions could adversely affect
future trading prices of the Securities offered hereby. The Joint Lead Managers and their affiliates
may make investment recommendations and/or publish or express independent research views
(positive or negative) in respect of the Securities or other financial instruments of the Issuer or the
Guarantor, and may recommend to their clients that they acquire long and/or short positions in the
Securities or other financial instruments.

In connection with the issue of the Securities, any of the Joint Lead Managers appointed and acting
in its capacity as stabilisation manager (such party, a “Stabilisation Manager”) or any person acting
on behalf of the Stabilisation Manager may, to the extent permitted by applicable laws and directives,
over-allot the Securities or effect transactions with a view to supporting the market price of the
Securities at a level higher than that which might otherwise prevail, but in so doing, the Stabilisation
Manager or any person acting on behalf of the Stabilisation Manager shall act as principal and not
as agent of the Issuer or the Guarantor. However, stabilisation may not necessarily occur. Any
stabilisation action may begin on or after the date on which adequate public disclosure of the offer
of the Securities is made and, if begun, may cease at any time, but it must end no later than the earlier
of 30 days after the issue date of the Securities and 60 days after the date of the allotment of the
Securities. Any stabilisation action or over-allotment must be conducted by the relevant Stabilisation
Manager(s) (or persons acting on behalf of any Stabilisation Manager(s)) in accordance with all
applicable laws and rules. Any loss or profit sustained as a consequence of any such over-allotment
or stabilisation shall be for the account of the Stabilisation Manager.
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If a jurisdiction requires that the offering be made by a licensed broker or dealer and any Joint Lead
Manager or any affiliate of a Joint Lead Manager is a licensed broker or dealer in that jurisdiction,
the offering shall be deemed to be made by that Joint Lead Manager or such affiliate on behalf of the
Issuer and the Guarantor in such jurisdiction.

General

The Securities are a new issue of securities with no established trading market. No assurance can be
given as to the liquidity of any trading market for the Securities.

The distribution of this Offering Circular or any offering material and the offering, sale or delivery
of the Securities is restricted by law in certain jurisdictions. Therefore, persons who may come into
possession of this Offering Circular or any offering material are advised to consult with their own
legal advisers as to what restrictions may be applicable to them and to observe such restrictions. This
Offering Circular may not be used for the purpose of an offer or invitation in any circumstances in
which such offer or invitation is not authorised.

No action has been taken or will be taken in any jurisdiction that would permit a public offering of
the Securities, or possession or distribution of this Offering Circular or any amendment or
supplement thereto or any other offering or publicity material relating to the Securities, in any
country or jurisdiction where action for that purpose is required.

United States

(i) Each Joint Lead Manager understands that the Securities and the Guarantee have not been and
will not be registered under the Securities Act or any state securities law and may not be offered,
sold or delivered within the United States except in accordance with Regulation S or pursuant
to any other exemption from, or in a transaction subject to, the registration requirements of the
Securities Act.

(i1) Each of the Joint Lead Managers has represented that it has not offered or sold or delivered, and
agreed that it will not offer or sell or deliver, any Securities and the Guarantee constituting part
of its allotment within the United States, except in accordance with Rule 903 of Regulation S
under the Securities Act. Accordingly, neither it, its affiliates nor any persons acting on its or
their behalf have engaged or will engage in any directed selling efforts with respect to the
Securities and the Guarantee. Terms used in this paragraph have the meaning given to them by
Regulation S under the Securities Act.

United Kingdom
Each Joint Lead Manager has represented and agreed that:

(1) it has not offered, sold or otherwise made available and will not offer, sell or otherwise make
available any Securities to any retail investor in the United Kingdom. For the purposes of this
provision the expression ‘“retail investor” means a person who is one (or more) of the
following:

(a) 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

(b) acustomer within the meaning of the provisions of the Financial Services and Markets Act
2000 (“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;
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(i1) it has only communicated or caused to be communicated and will only communicate or cause
to be communicated an invitation or inducement to engage in investment activity (within the
meaning of Section 21 of the FSMA) received by it in connection with the issue or sale of any
Securities in circumstances in which Section 21(1) of the FSMA does not apply to the Issuer and
the Guarantor; and

(iii) it has complied and will comply with all applicable provisions of the FSMA with respect to
anything done by it in relation to such Securities in, from or otherwise involving the United
Kingdom.

Prohibition of Sales to EEA Retail Investors

Each Joint Lead Manager has represented, warranted and agreed that it has not offered, sold or
otherwise made available and will not offer, sell or otherwise make available any Securities to any
retail investor in the European Economic Area. For the purposes of this provision the expression
“retail investor” means a person who is one (or more) of the following:

(a) a retail client as defined in point (11) of Article 4(1) of MiFID II; or

(b) a customer within the meaning of 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.

Hong Kong

Each of the Joint Lead Managers has represented and agreed that:

(i) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document,
any Securities other than (i) to “professional investors” as defined in the Securities and Futures
Ordinance (Cap. 571) of Hong Kong (the “SFQO”) and any rules made under the SFO; or (ii) in
other circumstances which do not result in the document being a “prospectus” as defined in the
Companies (Winding Up and Miscellaneous Provisions) Ordinance (Cap. 32) of Hong Kong (the
“C(WUMP)O”) or which do not constitute an offer to the public within the meaning of the
C(WUMP)O; and

(ii) it has not issued or had in its possession for the purposes of issue and will not issue or have in
its possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,
invitation or document relating to the Securities, which is directed at, or the contents of which
are likely to be accessed or read by, the public of Hong Kong (except if permitted to do so under
the securities laws of Hong Kong) other than with respect to the Securities which are or are
intended to be disposed of only to persons outside Hong Kong or only to “professional
investors” as defined in the SFO and any rules made under the SFO.

The PRC

Each of the Joint Lead Managers has represented and agreed that the Securities are not being offered
or sold and may not be offered or sold, directly or indirectly, by it or any of its affiliates in the PRC
(for such purposes, not including the Hong Kong and Macau Special Administrative Regions or
Taiwan) as part of the initial distribution of the Securities, except as permitted by the securities laws
of the PRC.
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Singapore

Each of the Joint Lead Managers has acknowledged that this Offering Circular has not been registered
as a prospectus with the Monetary Authority of Singapore. Accordingly, each of the Joint Lead
Managers has represented, warranted and agreed that it has not offered or sold any Securities or
caused the Securities to be made the subject of an invitation for subscription or purchase and will not
offer or sell any Securities or cause the Securities to be made the subject of an invitation for
subscription or purchase, and has not circulated or distributed, nor will it circulate or distribute, this
Offering Circular or any other document or material in connection with the offer or sale, or invitation
for subscription or purchase, of the Securities, whether directly or indirectly, to any person in
Singapore other than (i) to an institutional investor (as defined in Section 4A of the Securities and
Futures Act (Chapter 289) of Singapore, as modified or amended from time to time (the “SFA”))
pursuant to Section 274 of the SFA, (ii) to a relevant person (as defined in Section 275(2) of the SFA)
pursuant to Section 275(1) of the SFA, or any person pursuant to Section 275(1A) of the SFA, and
in accordance with the conditions specified in Section 275 of the SFA or (iii) otherwise pursuant to,
and in accordance with the conditions of, any other applicable provision of the SFA.

Where the Securities are subscribed or purchased under Section 275 of the SFA by a relevant person
which is:

(a) acorporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole
business of which is to hold investments and the entire share capital of which is owned by one
or more individuals, each of whom is an accredited investor; or

(b) a trust (where the trustee is not an accredited investor) whose sole purpose is to hold
investments and each beneficiary of the trust is an individual who is an accredited investor,

securities or securities-based derivatives contracts (each term as defined in Section 2(1) of the SFA)
of that corporation or the beneficiaries’ rights and interest (howsoever described) in that trust shall
not be transferred within six months after that corporation or that trust has acquired the Securities

pursuant to an offer made under Section 275 of the SFA except:

(i) to an institutional investor or to a relevant person, or to any person arising from an offer referred
to in Section 275(1A) or Section 276(4)(1)(B) of the SFA;

(i1)) where no consideration is or will be given for the transfer;

(iii)) where the transfer is by operation of law;

(iv) as specified in Section 276(7) of the SFA; or

(v) as specified in Regulation 37A of the Securities and Futures (Offers of Investments) (Securities
and Securities-based Derivatives Contracts) Regulations 2018.

Any reference to the SFA is a reference to the Securities and Futures Act, Chapter 289 of Singapore
and a reference to any term as defined in the SFA or any provision in the SFA is a reference to that
term as modified or amended from time to time including by such of its subsidiary legislation as may
be applicable at the relevant time.
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Japan

The Securities have not been and will not be registered under the Financial Instruments and Exchange
Act of Japan (Act No. 25 of 1948, as amended; the “Financial Instruments and Exchange Act”).
Accordingly, each Joint Lead Manager has represented and agreed that it has not, directly or
indirectly, offered or sold and will not, directly or indirectly, offer or sell any Securities in Japan or
to, or for the benefit of, any resident of Japan (as defined under Item 5, Paragraph 1, Article 6 of the
Foreign Exchange and Foreign Trade Act (Act No. 228 of 1949, as amended)), or to others for
re-offering or resale, directly or indirectly, in Japan or to, or for the benefit of, any resident of Japan
except pursuant to an exemption from the registration requirements of, and otherwise in compliance
with, the Financial Instruments and Exchange Act and other relevant laws, regulations and ministerial

guidelines of Japan.

British Virgin Islands

Each of the Joint Lead Managers has represented and agreed that no offer has been made directly or

indirectly to any person resident in the British Virgin Islands to subscribe for any of the Securities.
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GENERAL INFORMATION

Clearance of the Securities

The Securities have been accepted for clearance through Euroclear and Clearstream under Common
Code number 226919449 and the International Securities Identification Number (ISIN) for the
Securities is XS2269194499. The Legal Entity Identifier of the Issuer is 54930030HB6G7DYU0727.

Listing of the Securities

Application will be made to the Hong Kong Stock Exchange for permission to deal in, and for listing
of, the Securities by way of debt issues to Professional Investors only. It is expected that dealing in,
and listing of, the Securities on the Hong Kong Stock Exchange will commence on or about 7 April
2021.

Consents and Approvals

The Issuer has obtained all necessary consents, approvals and authorisations in connection with the
issue of and performance of its obligations under the Securities, the Trust Deed, the Deed of
Guarantee, and the Agency Agreement. The issue of the Securities was approved and authorised by
resolutions of the board of directors of the Issuer passed on 19 March 2021. The Guarantor has
obtained all necessary consents, approvals and authorisations in connection with the giving of the
Guarantee and the performance of its obligations under the Trust Deed and the Agency Agreement.
The giving of the Guarantee was authorised by resolutions of the Party Committee Meeting (%)
of the Guarantor passed on 29 May 2020 and the authorisation decisions made by the Chairman of
the Guarantor on 25 November 2020.

No Material Adverse Change or Pending Litigation

Save as disclosed in the Offering Circular, there has been no material adverse change, or any
development reasonably likely to involve a material adverse change, in the condition (financial or
otherwise), prospects or results of operations of the Issuer, the Company or the Group (taken as a
whole) since 31 December 2019.

The Group is from time to time involved in legal proceedings arising in the ordinary course of its
business, including as both plaintiff or defendant in litigation or arbitration proceedings. There are
no current litigation or arbitration proceedings against the Issuer, the Company or any other member
of the Group that could have a material adverse effect on its financial condition or results of
operations or the ability of the Issuer and the Company to perform their obligations under the

Securities and the Guarantee, respectively.
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Inspection of Accounts

For so long as any of the Securities is outstanding, copies of the following documents will be
available for inspection, at the specified office of the Guarantor at 22 Chegongzhuang West Road,
Haidian District, Beijing, the PRC, during normal business hours:

(a) this Offering Circular which contains the audited consolidated financial statements of the Group
as at and for the years ended 31 December 2017, 2018 and 2019;

(b) the Agency Agreement;

(¢) the Trust Deed;

(d) the Deed of Guarantee; and

(e) the constitutional documents of the Issuer and the Guarantor.

The audited consolidated financial statements of the Group as at and for the years ended 31 December
2017 and 2018 which are included in this Offering Circular, have been audited by Jonten Certified
Public Accountants, the independent auditor of the Group. The audited consolidated financial
statements of the Group as at and for the year ended 31 December 2019 which are included in this
Offering Circular have been audited by Baker Tilly China Certified Public Accountants, the
independent auditor of the Group. The Group has prepared English translations of its audited
consolidated financial statements as set out elsewhere in this Offering Circular.

Neither the Joint Lead Managers nor the Trustee have independently verified or checked the accuracy
of the English translations and can give assurance that the information contained in the English
translations of the Group’s financial statements is accurate, truthful or complete.

Jonten Certified Public Accountants has consented to the inclusion of their independent auditor’s
report dated 25 April 2019 on the audited consolidated financial statements of the Group as at and
for the two years ended 31 December 2017 and 2018 and with reference to Jonten Certified Public

Accountants in the form and content in which they appear.

Baker Tilly China Certified Public Accountants has consented to the inclusion of their independent
auditor’s report dated 30 April 2020 on the audited consolidated financial statements of the Group as
at and for the year ended 31 December 2019, and with reference to Baker Tilly China Certified Public
Accountants in the form and content in which they appear.
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AUDITOR'S REPORT
Baker Tilly China [2020) Mo.27640

To the shareholders of Power Construction Corporation of China:

I. Opinion

\We have audited the financia! stelements of Power Construction Corporafion of China (hereinafter referred
to as the *Company’), which comprise the consclidaled balance sheet as at 31 December 2078,
consolidated income statement, consolidated cash flow statement, consolidated stalement of changes in
owners' equity for the year then ended, and consofidated notes to the financial statemends.

in cur opinion, the consolidated financial stalements present faidy, in all malerial respecls, lhe
consolidated financial position of the Company s at 31 December 2019, and the result of operations and
the consolidated cash flows for the year then ended in accordance with Accounfing Standards for
Business Enterprises and Accounting System for Business Enterprises.

II. Basis of opinion

Wa have conducied the audit in accordance with the regulations of Audifing Standards for Chinese
Cerlified Public Accouniants. The part of “Auditor's respensibility” of the report further stated our
respansibilities under the standards.

Acconding 1o the code of professional ethics for the Chiness Certified Public Accountants, We are
independent of the Company and perform olner responsibilties in the field of prefessional ethics. We
believe that the audit evidenca we have obtained s sufficient and appropriale to provide & basis for our
audit opinion.

[, Management's responsibility for the financial statements

Management of the Company (hereinafter referred lo as the "Management’) s responsible for preparing
the financial statements in sccordance with Accounting Standards for Business Enterprises and
Accounting System for Business Enterprises to achieve fair presentation of lhe financial stalements;
designing, implementing and maintaining internel control which is necessary to enable that the financial
stalements are free from material missiatemnent, whether dus lo fraud or error.

When preparing financial stalements, management is responsible for assessing the sustainaoility of the
Company's abilty of continuous operation, disciosing matters related to contiruous operations (if
applicable), and applying the assumplion of conlinuous operafion unless management plans to dear the

1
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Baker Tilly China [2020] No.27610

company and terminate operating or has no other realiste choice.
Managemant is responsible for the supenvision of the Company's financial reparting process.

IV. Auditor's responsibility

Our goal s to oblain a reasonable assurance for material misstatement caused by fraud or emer in the
financial stalements as a whole and make an sudit repert containing opnons. Reasonable assurance s a
high-leval quarantee, but it does nol guaranies that every malerial missiatement can be found when we
camied out the audit in accordance with the audting standards. Misstalement may be caused by fraud or
error, If a single misstatement or colected misstalements are expected reasonadly lo affect the economic
decision made by a financial statement user based on the financial stalements, it is generally considered
significant.

In the procass of implementing audit according lo the auditng standards, we use professional judgment
and maintain professional suspicion. At the same time, we also carried out the following work:

{1) We identfied and evaluated the risk of material misstatement caused by fraud or emor, designed and
implemented audit procedures to cope with these risks and obtain sufficient and appropriate audit
avidence as the basis for issuing audit opiniens. Fraud may involve collusion, forgery, deliberate omission,
misrepresentation ar overriding internal conirol, accordingly, the risk of falling 1o find major missiatement
caused by fraud is higher than that of fafling to find the risk of major misstalement due to emars.

(2) We understood the intemal control refated 1o audit to design appropriate audit procedures, but the
purpesa was nol o comment on the eflectiveness of intenal control.

{3) We evaluated the appropriateness of the accounling pelicy and the reasonableness of accounting
esfimales and related disclosures.

{4) We drew condlusions on the appropriateness of the continuing operation hypothesis used by the
management level. Meanwhile, based on the audit evidence obtained, it is concluded that whether thesa is
significant uncertainty in matters or situstions that may cause significan! doubts about the sustainability of
the Company abilily of continuous operation. If we conclude that there is a major uncertainiy. the audting
standards require us to draw users' attention to relevant disclosures in the financial statements in the audit
report. If we do not disclose enough information, we should publish ungualfiec apinions. Qur conclusions
are based on the information available as of the dale of the audit report. However, fufure events or
circumsiances may lzad 1o the unsustaineble operation of the Company.

2
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(5) We evauated the overall presentalion, structure and content of the financial statements, and the
faimess of the financial stalements fo reflect the related transactions and matlers.

(6) We have obtzined sufficient and appropriate audit evidence on the financial information of the entity or
business acliviies in your company, and issue an audit opinion on consolidated financial statements. We
are responsible for directing, supenvising and performing audits, and take full responsibillty for the awdit
apinion.

We communicated with governance level abou? tha planned audit scope and schedule and significant
audit findings, including communicating the notable intemal control flaws we identified in the audit.

Chinese Cartified Public |5 A 14
Accountant:
1100874001 §9
Apr. 30, 2020
Chinese Certified Public

4 o
Fﬂ?lﬂl'ﬂ!ﬁ
= Accountant:

This auditor's report and the accomparying noles fo the financial statemens are English transiation cf the
Chinese audilor’s report. In case of doubt as to the presentalion of these documents, the Ghinese versian

shall preveil.
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Consolidated Income Statement
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Consolidated Cash Flow Statement
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Consclidated Cash Flow Statement{Continued)
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POWER CONSTRUCTION CORPORATION OF CHINA
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
FOR THE YEAR ENDED 31 DECEMBER 2019
(Amounts are denominated in CNY unless otherwise stated)
I. BASIC INFORMATION ABOUT THE COMPANY

In accordance wilh the reform of *Separaling host lines of business from home business for enferprises in
State Electic Fower Corporation’ and ‘Integration Resiniciure Project’ for electric power design and
construction enterprises, pemmilled by the Slale Council of the People's Republic of China, Power
Construction Corporation of China (hereinafter called as ‘the company’) was established in September 29,
2011, which is a stete-owned (SOE) large scale corporation. It consists of prospecting and designing
inslitules, Construclion Corporation and repairing and building enterprises, covering amost 14 provinzes in
China, These corporations were originated from the following groups: Sinchydro Comporation, Hydrochina
Corporation, State Grid Carporation of China and China Southem Power Grid,

In December 2013, in order to further accelerate the pace of the overall restructuring of China
Construction Group and relates assels into the work of listed companies to further opfimize the internal
organizational structure, and further standardize comporate governance, strangthen and optimize the quality
of listed companies o control quality and management efficiency, further optimize the intemal resource
allocation, and promole the process of industrial chain integration. The company launched a two-level
headquarters integration work, which is the company, China Resources Group, China Water Consenvancy
end Hydropower Construction Co., Lid, (hereingfter refermed to as "China Hydropower™), Water Consulting
Group is headquartered intagrated into China Electic Power Construstion Group headquarters and the
headquarters of its direct holding ir: a isted company.

On Septembar 28th, the company obtained the business license with No.100000000043994(10-1). The
legal representative of the company now s Mr. Yan Zhiyong and the registered business office is located in
Hzidian District, Beijing, China. The business address is Tower A, Haifu Internationa] Building, No.22,
Streat Chegongzhuang West, Haidian District, Bedjing; the totel paid-in capital is CNY 30 billion.

The company and its subsidiaries are mainly engaged in water conservancy and hydropower constiugtion,
ather eleciric power construction and municipal infrastructure project construction, and EPC of power
stations, lines and equipment instellation. Main business includes: 1) Watar conservancy, electricity, roads,
ralways, ports, channels, airports, buiidings, municipal engineering facifties, uban rall construction, design,
consultation and supenvision; 2) Related engineering and tachnical research, survey, design, service and
equipment manufacturing; 3) Electric power production, Bidding agent, Real estate develcpment and
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management, Industrial Investiment and managemant; 4) Imporl and export business, Personnel training,
and efc. The company current business plate mainly includes: engineering contracting, power investment
and operation, equipment manufacture and lzasing, real estate development and other business,

This financial report is approved by the party Joint committes on Aprl 30, 2020
[l. EASIS OF PREPARATION OF FINANCIAL STATEMENTS

The financial staterments of the Company have been prepared on going concem basis, in accordance with
Accounting Standards for Business Enterprises and supplementary regulations and the significant
accounting palicies and accounting estimates as follows.

1ll. STATEMENT OF COMPLIANCE WITH THE ASBE

The Company has adopted the Accounting Standards for Business Enterprises ("ASBE") issued by the
Ministry of Finance ("MOF). The financial statements present truly and completely the Company's financial
position, operation, cash flow and other information.

IV, THE COMPANY'S SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

1. Accounting period
The Company adapts the calendar year as its accounting year, i.e. from 1 January to 31 December.
2. Reporting currancy

Chinese Yuan (CNY) s the currency of the primary economis emvironment in which the Company operales.
Therefore, the Company chooses CHY as ils funclional currency.

3. Principle of measurement

The principles of measurement adopted by the Company include historical cost, replacement cost, net
redlizable value, present value and fair value.

4, Business Combination
4.1 The accounting method of business combination under the same cantrol

The assets and debt which are obtained during business combination are measured in accordance with
book value in consolidated financial statements belongs to final controlling party of cwner rights ard
interests of the party be combined on the combinalion day. The balance gained by the company between
the book value of net assets and paid complicated consideration book value or total amourt of issuing
shares' face value) was used o adjust capital accumulation; if capital accumulation is not enough fo
counteract, then the retained eamings should be adjusted.

12
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4.2 The accounting method of business combination under different contro!

The balance lies between combination cost and identifiable net assels' fair value obtained by the company
on the purchase day is certified as goodwill, if the combination cost ks less than identifiable net assets' fair
value gained in the combination. At first, identifiable net assets’ fair value, debt, or fair value with debt and
the measurament of combination cost shou'd be rechecked. |f combinalion cost is skill less than identifiable
net assets’ fair value, the balance should incluce in eurrent profil and loss.

E. The Compitation Method of Consolidated Financial Statement
5.1 Principles for determining the scope of consclidated financial statements

The scope of consolidation of the consolidated financlal slatements should be determined on the basis of
contral, including not only subsidiaries detemmined based on vefing rights {or similar rights) or in
combination with cther arrangements, bul a'so sfructured entifies based on one or more contractual
arrangements. Control means that the investor kas the power over the investee, enjoys vadable retums by
parficipating in the investee s related activities, and has the abifity to use the powsr over the investee to
influznce the amount of retums. The definition of control consists of three basic elements: one is that ths
investor has the power aver the nvestes, the second is that he enjoys variable retums due to participation
in the investee s related activities, and the third is the ability 1o use the power over the investee to influence
the amount of retum. When judging whether the investor ¢an control the investee, and only if the investor
has the ahove three elements, it can show that the Investor can control the investes.,

If the parent company is an investment entity and there are no subsidiaries that provide relaled services for
its investment activiies, the consolidaied financizl statements are not prepared. The parent company
meszsures its investment in all subsidiaries at fair value, and changes in fair value are included Current
proft and loss. IF the parent company is an investment entity, the parent company should onfy include
subsidiaries (if any) that provide related services for its investment activities into the scope of consolidation
and prepare consolidated fnancial stalements, other subsidiaries should not be consolidated, and the
parent company should The company's investment shall be measured at fair value and its changes shall be
included in te curent profit and loss. When the parent company is changed from a non-investment entity
Io an investment entity, other subsidiaries will not be included in the consolidated financial statements
except for the subsidiaries that provide related services for their investment activilies. The merger shall be
accounted for in accordance with the principle that the subsidiary shall be deemed to be disposed of on the
date of transition but the remaining equity shall be retzined. When the parent company is changed from an
investment entity to a non<nvestment entity, the subsidiaries that were not included in the consolidated
financial staiements should be included in the consolidated financial statements on the conversion date,
Fair value is regarded as the consideration of the purchase fransaction,

5.2 Method for preparing consolidated financial statements

The parent company shall prepare consolidated financial statements based on the financizl statemants of
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itzelf and its subsidiaries and based on other relevant information. When the parent company prepares
consolidated financial statements, it should treat the entire enterprise group as an accounting eniity, reflect
the overall financiz) position, aperating results and cash flow of the enterprise group In accordance with the
requirements for the confimmalion, measurement and presentation of relevant enterprise accounting
standards and in accordance with a unified accounting policy. If the accounting poficiss and accounting
periods adopted by the subsidiary are inconsistent with the parent company, the subsidiary 's financial
statements read to be adusted in accordance with the parent company's accounting pelicies and
accounting period; or the subsidiary is required fo follow the parent company’s accounting policies and
accounting period Saparately prepare financial statements.

(1) Merging the asssts, liabilities, owner's equily, income, expenses and cash flow of the perent company
and its subsidiaries;

() Offset the parent company's long-term equily investment in the subsidiary and the parent company's
shara of the subsidiary 's equity,

(3) To offset the influence of intema! transactions between the parent company and its subsidiaries, and
between subsidiares. If the internal transaction shows that the relevant asset has suffered an impairment
loss, the loss shall be fully confirmed;

(4) Adjust special transaction matters from the perspective of an enterprise group.

Minority shareholders ‘equity is listed as "minority shareholders ‘equity” under the owner 's equity item in
{he consolidated balance sheet. Minority shareholders 'gains and losses are listed under the item of
“minarity shareholders 'gains and losses” under the net profit item in the consolidated profit statement. In
the consolidated financial statements, if the current loss shared by the minorly shareholders of the
subsidiary exceeds the share of the minority sharehalders in the initial owner 's equity of the subsidiary, the
balance should stil be offset against the minority shareholders "aquity.

During the reporting period, the parent company's increased subsidiary and business due lo business
combination under the same control, when preparing the consolidated balance sheet, should adjust the
opening balance of the censolidated balence sheet, and at the same fime should adjust the relevant items
of the comparative statement, as if after the marger The reporting enfity has been in exislence zince lhe
fime when the ultimate controlling party began to control; when preparing the income statement, the income,
expenses and profits of the subsidiary and the business combination from the beginning of the current
period to the end of the reporting period should be included in the consolidated income statement. Relevant
items are adjusted as if the combined reporting enfity has been in existence since the time when the
ultimate controling party began to control, when preparing the cash flow statement, the cash flow of the
subsidiary and the business combination from the beginning of the cumrent period to the end of the reporting
period shoukd be included in the consolidated cash flow At the same time, the relevant items of the
comparison report should be adjusied as if the combined reporiing entity had been in existence since the
fime when the ultimate controlling party began to control,
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During the reporting period, tha parent company should not adjust the opening balance of the consolidated
balance sheet when preparing a consoldated balance sheet due to a business combinaton o other
increase in subsidiarizs and businesses that are not under the same contref during the reperting period;
And the income, expenses, and profits from the business purchase date o the end of the reporting periad
are included in the consolidated profit statement; when preparing the cash flow statement, the cash flow
from the subsidiary purchase date 1o the end of the reporting period should be included in the consalidatad
cash flow statement.

When the parent company disposes of subsidiaries and businesses during the reporting perod, when
preparing the consolidated balancs sheet, it should not adjust the opening ba'ance of the consolidated
balanoe sheet; when preparing the income statement, it should report the income and expenses of the
subsidiary and the business to the disposal date 1. Profit Is Included 'n the consolidated profit statement;
when preparing the cash flow statement, the cash flow from the subsidiary and the beginning of the
business to the disposal dale should be included in the consolidated cash flow statement.

5.3 Accounting treatment of losing contral of the original subsidiary due 1o the dispasal of part of the equity
investment or other reasons

If the company loses control of the original subsidiary due to the disposal of part of its equity investment or
other reasons, it shall distinguish between individuzl financial stalements and consofidated financial
statements for related accounting treatment:

(1) Accounting treatment of individual financial statements

The disposal of equity shall be accounted for in accordance with the provisions of "Accounting Standards
for Business Entarprises No. 2-Long-term Equity Investment’. After the disposal, 'f the remaining equity can
exercise joint control ar exert significant influence on the investee, it should be accounted for by the equity
method, and the remaining equity is treated as if it was adjusted by the equity method when it was acquired;
If joint contral ar significant influsnce canrot be imposed on the investes, the accounting treztment shall be
carizd out in accordance with the relevant provisions of "Accounfing Standards for Business Enlerprises
No. 22-Recognifion and Measurement of Financial instruments”. The difference is included in the current
profit and loss.

(2) Accounting treatment of consolidated financizl statemeants

1} Accounting method for realizing the disposal of the equity of the subsidiary to the loss of contrel in one
transacfion

Remaning equity should be remeasured according to its fair value on the dale of loss of control. The sum
of the consideration obtained from the disposal of the equity and the falr value of the remaining equity

minus the difference between the share of the original subsidiary 's net assets that should be continuously
calculated from the date of purchase based on the eriginal sharehaiding ratio is included in the current

period of loss of control Investment income. Other comprehensive income related to the equity invesiment
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of the original subsidiary shall be accounted for on the same basis as (he investes directly disposes of
related assels or liabiliies when it loses control, The enterprise shall discloze in the notes the fair value of
the remaining equity after cisposal on the date of loss of conlrol, and the amount of related gains or losses
remeasured at fair value.

2) Accounting method for siep-by-slep disposal of subsidiaries’ equity o loss of canlrol

A. Accounting treatment melhod for each transaction that is a step-by-step disposal of equity to a loss of
control, belonging to a "package deal’

In the case of a step-by-step dispesal of aquity in a "package deal” until lass of contral, each transaction
should be accounted for as a transaction to dispose of a subsidiary and lose conlrol. For each transaction
before the loss of control, the difference between the disposal price and the investment comesponding to
ihe disposal of the subsidiary ‘s net asset share Is recognized as other comprehensive income in the
consolidated statement; when control is lost, it is transferred o the current pedod of loss of contro! Profit
and loss. Remaining equity is re-meesured according to its fair value on the date of loss of control, and the
sum of the consideration obtained from the disposal of equity and the fair value of the remaining equiy,
minus the orginal shareholding ratio shall be celoulaled based on the original shareholding ratio. The
difierence between the calculated shares of net assels is included in the invesiment income for the period
when control is lost. Other comprehensive income related fo the equity investment of the original subsidiary
snall be accounted for on the same basis as the inveslee directly disposes of relaled assets or liabilities
whan it loses control,

B. Accounfing treatment method for each transaction that does not belong to a "package deal’ and
disposes the equity skep by step until it loses control

For each fransaction before the loss of control, the difference between the disposal price and the
investment coresponding to the disposal of the subsidiary's net asset shar is included in the capital
reserve (capital premium). If the capital premium s not encugh o offset, the relained eamings are adjusted.
Remaining equily is remeasured according to its fair value on the date of loss of contral, The sum of the
consideration obtained from the disposal of the equity and the fair value of the ramaining equily minus the
differenze between the share of the orginal subsidiary 's net assets that should be continuously calculated
from the dale of purchase based on the original sharshelding ratio Is included in the current period of loss
of control Investment income. Other comprehensive income related to the equity investment of the ariginal
subsidiary shall be accounted for on the same basis as the investee directly disposes of related assets or
liabilites after losing control,

6. Joint Arrangement
6.1 Determination and classification of joint arrangemant

Joint Amrangemeni indicates arrangement which is confrolled By two or more paricipants. Joint
arrangement includes the following features,
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6.1.1. Al parlicipants are constrained by the arrangement

B.1.2. Two or more paricipants apply common conlrol on the arrangement. Any single participant should
not control the arrangement individually, and any participant which has the ability to apply comman control
could prevent other participants from contraling the arrangement alane.

Common control indicates the control 1o some arrangement according to some engagement, and the
activities related to the arangement could not be decided unless the agreement of participants who share
the control right is obtained.

Joint Arrangement comprisas joint management and joint verture, Joint venture indicales joint anangement
which the parties have the right fo arrange relaled assels and debt. Joint venlure indicates joint
arrangement which the parties only have the rght to amange net assets.

6.2 The accounting methed of joint amangement

The participants of joint venture should certify the following items related to profit share and apply
accounling according to Enterprise Accounting Standards.

6.2.1. Confirm assets belongs to individual parlicipant and confirm assets possessed by two or more
participants in accordance with their share

6.2.2. Confirm debt belongs to individual paricipant and confirm debt possessed by two o more
participants in accordance with their share

6.2.3. Confirm revenus generated by thelr output share of joint management
6.2.4, Confirm the revenue generated by the sale of oulput in joint venturs
6.2.5. Confirm the cost generated individually and the cost generated during the joint vantura.

The joint pariicipants should apply accounting method according ‘o Enterprize Accounting Standard
No.2—Lang-tem Equity Invesiment.

7. Cash and cash equivalents

Cash comprises cash on hand and deposits that can be readily withdrawn on demand, Cash equivalents
are the Company's short-term (it wil expire in three months from the purchasing day generally), highly
liquid investments that are readly converfible to known amounts of cash and which are subject to an
insignificant risk of changes in value,

8. Foreign Currency Transaction and Foreign Currency Statement Translation
8.1. Foreign currency transaction

At initial recognition, foreign currency transaction convert spot rate on the transaclion day o CNY. On
balance sheet day, foreign cumency monetary projects adopt the spot rate on the date of balance sheet o
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convert. Current profit and loss should include balance of exchange produced by different exchange rate
except for the balance of exchange of foreign cumency specialized loan’s principal and interest related to
assets accord with capitalization conditions; Foreign currency non-monetary projects which are calculated
by histarical cost stil| adopt the spot rate on the transaction day to convert and does not change the amounk
of CNY; For foreign cumrency non-monetary projects which is calculated by fair value adopt the spot rale on
the date of fair valua confrmation o convert, and the ba'ance should be included in current profit and loss
or other comprehensive income.

8.2. Foreign currency statement conversion

The assels projects and the debi projects in the balance sheet adopt the spot rate on Lhe date of balance
shzet to convert; Except for "undistributed profit’, the owner's equily projects adopt the spot rate on the
transaction day to convert; Revenue and cost projects in income statement adopt the spo! rate on the
transaction day or the simar rate 1o convert. The foreign cumency financial stalement difference gensiated
by the above conversion should be presented in other comprehenszive income of the owner's equity on
balance shaet.

9. Financial instruments
9.1 Recognition and terminal recognition of financial instruments

The Company recognize financial assets or financial kabiliies when they become one party of financial
instruments contracts.

if financial assets are purchased or sold In a requlzr way, recognition and terminal recognition are
accomplished on trading day which means the Company promises the date to purchase or sell financial
assets. Regular way indicates purchasing or selling financial assets in the fime limit according to the
appointment of confracis, 'aws and convention. Transaction day refers to the date that the Compary
purchase or zell financial assets.

Terminal recognition of financial assets {or a part of financial asssts, or a part of similar financial assets)
could be finished which means it is sold from its account and balance shest if the following conditions are
saisfied.

9.1.1. The right to obtzin fnancial assets cash flows expires

9.1.2. The right fo cbtain financial assets cash flows is transferred, or the obligalion to obtain financial
assets cash flows and pay it fo the third party is taken within® pass-through” protocol. Maanwhile,

9.1.2.1. Almost all risk and reward of financial assels ownership is fransferred essentially,

§.1.2.2. Although risk and reward of financial assets ownership is not transfered or refained, the control of
financial assels is abandonad.

9.2 Ciassification and measurement of financial assels

i3
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Financial asse!s of the Company could be classified on Intial recognition according fo business model of
the Company's management and financial assels confract cash flows as financial assets which is
measured by fair value and its change is calculated into current profit and loss, financial assets which is
measured by amortized cost, and financial assets which is measured by fair value and ils change is
calculated info other comprehensive income,

For financial assets which is measured by fair valus and its changa is calculated into cument profit and foss,
related trade cost is include in curent profit and loss, For other financial assels, refated frade cost i
included in initial recognition.

Classification determines subsequent measurement of financizl assets.

0.2.1. Financial assats which is measured by amortized cost

If financizl asssts satisfied the following conditions, it is classified as financial assets which is measured by
amortized cost,

9.2.1.1. The Company's business mode aims at oblaining contract cash fows

9212, The confracl terms regulate that cash flow on specific dale indicates payment of principal and
interest which based on non-repayment amaunt. Actual rata of interest method is adopled for the sart of
financial assets. Subsequent measurement is conducted according o amortized cost, and the gairs and
loss during amortization and depreciation is included in current profit and loss.

9.2.2. Debt instrument investment which is measured by fair value and its change is calculated into other
comprehensive income.

I financial assels satisfied the following conditions, it is classified as financial assets which is measured by
fair value and its change is caloulated inko other comprehensive income.

8.2.2.1. The Company's business mode aims at obtaining contract cash flows and selling financial assals
9.2,2.2, The confract terms regulate that cash flow on specific date indicates payment of principal and
inferest which based on non-repayment amount. Fair value is adopled for the sort of financial assets'
calculation. ts discount and premium are amortized by actual rate of interest method, then it is confirmed
as interest income or cost. The change of fair value for the sort of financial assels is confirmed as other
comprehensive income except that the difference between impairment loss and foreign cumency financial
assels is confimed as current profit and foss. The gains and losses will not be transferred into current profit
and loss until the financial assets’ lerminal confirmation is finished. The interest income related 1o the sort
of financial assets is included in curment profit and loss,

9,2.3. Equity instrument investment which is measured by fair value and its change is calculated into other
comprehansive income.

The company choose to appoint pariial non-ransaction equity instrument as financial assels which is
measured by fair value and its change is calculated into other comprehensive ingome mevocably, and only
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includes related dividend into current profit and loss. The changes of fair value are confirmed as other
comprehensive income. Its cumulative gains or losses will be converied into relained eamings when it
comes to the terminal recognition.

8.2.4. Financial assels which is measured by fair value and lls change is calculated into current profit and
loss

Except for the financial assets which is measured by amorized cost and financial assels which is
measured by fair value and its change is calculated into other comprehensive income mentioned above,
other financial assels is classified as financial assets which are measured by fair value and their chenge is
calculated into current profit and loss. [t adopls fair velue to conduct subsequent measurement and &ll
changes of fair value are included in current profit and loss,

If and only if the Company changes its business mode on financial assels management, the financial
assels which is effecied will be reclassified,

9.3 Classification and measurement of financial liability

The Company classifies financial liability on initial recognition into financial fisbiliies measured by
amarfized cost and financial liabilites meastred by fair value and its change is included in current profit and
loss.

The Company confirms the financial liabilities' classificaion on initial recognition. For finarcial labililies
measured by fair value and its change is included in curment profit and loss, its trading cost reckens in
current profit and loss. For the others, its trading cost reckons in its initial recognition ameount.

The subsequent measurement of financial liabilites is determined by ils classification.

9.3.1. Financial liabiliies measured by amortized cost

It adaopts actual rate method and conducts subsequent measurement in accordance with amortized cost,
9.3.2. Financial liabilities measurad by fair value and its change is included in current profit and loss

It comprises fransaction financial liabiities (includes derivative instrumant belongs to financial isbiliies) and
financial liabiliies measured by falr value and its change is included in current profit and loss which is
appointed on initial recognition,

9.4 Financial Instrument cancellation

Financial assets and financial liabilities are reported in balance sheet by net amount after cancellation if the
following conditions are satisfied.

8.4.1, It has the legal right which is executable cusrently to cancel the amount that is confirmed,

9.4.2 It plans 1o seifle with net amount and complete the realization of financial assets and liquidate
financial liabilities.
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3.5 Depreciation of financial instrument
The company conducts depreciation and loss provisions confirmation on basis of predicted credit loss.

Credit loss refers fo the difference between cash flows which is discounted by real interest rate and cash
flows predicted to collect, that is present value of cash shortage. Among them, if financial assels are
purchased by the company or credit depraciation has occurmed, it should be discounted with real inferest
rale adjusted by credil.

9.6 Transfer of financial assets

When the Company has fransferred almest all risk and rewand of financial assets ownership to transferees,
recognition should be terminated. (f almost all risk and reward of financial assets ownership Is retained,
then recognition should nol be terminated.

Neither has the Company transferred, nor has it retained ownership of risk and reward. It shoud be dealt
as the following condidons.

9.6,1. The Company has abandened the confrol of financial assets, then recognition of financial assels
should be terminated, but assets and debt recognifion should be completed.

86.2. On the contrary, when the Company has not abandoned the control of financial assets, the
recognifion of related financial assels and debt showd be completed according o the extent of invalving
financial assets which has been transferred,

|f the Company keeps involving by providing the financial assels transferred with financial guarantee, then
the lower price between book value of financial assets and the amount of financial guarantes should be
selected 1o accomplish involving assel recoanition. The amount of financial guaraniee refers to the highest
amount amang consideration which has been received and will be paid,

10, Inventory
10,1 Classification of inventory

Invenlories inciude raw malerals, packaging materials, Low-value consumables, work In progress,
semi-finished products, construction been competed but unpaid, stock, real estate development costs,
other inventeries and soon.

10.2 Valuation method for obltaining and issuing inventory

Inventories are valued at aclusl cost when acquired, and inventory costs include procursment cosls,
processing costs, and other costs. When receiving and sending out, the project is priced according to the
planned price of materials, and other units are priced according fo the weighted average method. The
berrowing costs that shauld be included in the cost of inventories shall be handled in accordance with the
relevant provisions on bormowing costs.
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10.3 Amortization methed of low-value consumables and packaging

Low-velue consumables are amorlized by cne-time amortization method when they are used: packaging
materials are amortized by one-fme amertization method when they are used; revelving materials such as
steel formwork are amortized according to the number of tumovers,

10.4 According fo the relevant provisions of “Accounting Standards for Enterprises No. 15-Construsfion
Contract’, the construction cost of the project is calculated at actual costs, including direct material costs,
direct labor costs, construction machinery costs, other direct costs, and indrect consiruction cos's that
should be allocated. The corlent of the completed and unsettled accounting is the difference between the
cumuraltive construction cost and the confirmed gross profit greater than the cumulative setlled contract
price is refiectad in the invenlory. The cumulative construction cost and the confirmed gross profit are Jess
than the cumulative seflled settlement The difierence n the cortract price is reflected in the accounts
received in advance and not reflected in this item.

10.5 The inventary system is a perpetual inventary system.
10.6 Confirmation standard and accrual method of inventory falling price reserve

The company's inventory Is measured at the lower of cost and net realizable valus. Net realizable valug
refers to the amount of the estimated selling price of inventories minus the estimated costs to be incurred at
the time of completion, estimated sales expenses and related taxes in daily activities. Among them: the net
realizable value of the commodity inventory is the estimated selling price minus the estimated sales
expenses and related taxes; the net realizable value of the material inventory is the estimated selling price
of the finished product minus the estimated cost to be incurred until completion, the estimate The amount of
sales expenses and relaled taxes and fees,

The Company determines the net realizable value of inventory based on the solid evidence obtained, and
considers the purpose of holding the inventory, the impact of evants after the balance sheet date and ctier
factors. For materta's held for production, if the net realizable value of the finished product produced by it is
higher than the cost, the material is still measured &t cost; a decraase In the price of the material indicates
thet the net realizable value of the finished product is lower than the cost. Net reafzable value
measurement.

At the end of the period, the company conducts an impairment test on the construction project in progress.
If the estimated fotal cost of the construction contract exceeds the total conlract revenue, an estimated
contract logs is formed, and the difference is calculated according to the percentage of completion of the
loss, and is recognized &s the cument expense. During the construction period, with the progress of
construction, the extracted lesses are prepared to offset confract costs.

If the cest of inventory is higher than its net realizable value, the provision for inventory price decline shall
be made and included In the cument proft and loss. The company accrues the inventory depreciation
reserves according 1o the individual inventory items,

2
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The company determines the net reafizable value of invenlories on the balance sheet date. If the
influencing factors of the inventory write-dewn have disappeared before, the amount of the write-down shall
be restored, and it shall be reversed within the original invenlary depreciation reserve, and the reversed
amount shall be included in the currant profit end loss.

10.7 inventories of rez! estate enterprises
(1) Inventory classification of real estate enterprises

The invertory of real estate development enterprises mainly includes inventory malerials, real estals
development costs, development products, installment collection development products, and low-value
consumables. Among them, the real estate devefopment costs mainly include: lard acquisition and
demalifon compensation fees, preliminary enginesring fees, infrastructure fees, construchion and
installation engineering fees, ancillary facilities fees, and development indirect fees; the first five items are
directly atfribuled lo the relevant products developed Collection, development overheads are allocated
according fo the value of various types of development producis, and their distribution is recorded in the
cost of each development produst.

{2) Real estale davelopment cost valuztion method

For unfinished development products of real estate developmert enterprises, all expenses incurred during
the development process are calculated through real estate development, and the actual costs are used
when they occur; after the product Is completed and the Income s checked, the development cosls are
carmied forward to Product development. The cost is carred forward on an individual bas's when selling,

{3) Accounting method for development land

The land use right scquired by a real estale enterprise is used to buikd houses and buildings for sale to the
outside world, and the related land use right is included in the cost of real estate deveiopment. The various
expenses incurred in the process of obtaining land use rights are included in "real estate development
costs-tand development costs”. During the overall development of the project, all of them will be transferred
to *real estate development costs-housing development costs”; when the project is developed in phases,
part of the development land will be transferred to "real estate development costs-housing develapment
costs”, and the undeveloped land wil' remain in Real estate development costland development cost ™,

{4) Accounting method for public supporting facilities

Public supporting facilifies that cannat be transferred for compensation. the cos! is borne by the commercial
housing served by the public supporting facilities, and is allocated to the cost of the commercial housing in
proportion fo the area; if the construction of public supporting faciitizs lags behind the construction of the
commercial housing, when the commercial housing is completed, the public The construstion cost of
supporting faclifies shall be withheld,

Public supporting facilifies that can be transferred with payment: each supporting facility projact is taken as

3
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an independent cost accounting object, and the costs incurred are collected,
{5) Recegnition standards and accrual methods for real estate enterprises’ inventary falling price reserves

The inventory of the company's real estale enferprises is measured at the lower of cost and net realizable
value. [f the cost of inventory is higher than its net realizable valus, the provision for inveniory price decline
shell be made and included in the current profit and loss. The company accrues the inventory depreciation
reserves according 1o the individua! inventory items. The company determines the net realizadle value of
inventories on the balance sheet date. If the influencing factors of the inventory write-down have
disappeared before, the amount of the wiile-down shall bz restored, and it shall be reversed within the
original inventory depreciation reserve, and the reversed amount shall be included in the cument profit and
loss.

11, Available for sale

The perts of the company (or iliquid assels) that satisfy the following conditions at the same time can be
clazsifisd as available for zale,

11.1 Accorcing to the similar deals to sell such zssets, the paris of the company under the current
conditions can be sold immediately.

11.2 The sale is likely to occur, a decision 'o sale or a purchase commitment has been made, 2nd the sale
Is expected to be complatad within 2 year. The approval of the relevant authority or regulatory authority hes
been obiained.

The expected net salvage value of the aval'abls for sale assats is adjustad to the net value of the differance
between the fair value and the costs of sale (bul it could not exceed the original book value of the available
for sale). If the original book value is higher than the difference between the expected net salvage values
after adjustment, the difference is recorded in the cument profits and losses, and the assefs impairment
provision is recognized at the same time. Assets impairment losses that recognized by the disposal of
group should be deducted from the book value of the goodwil, and then offset the book value eccording to
the proportion of the non-curent assels which applies to the measurement regulation in the standards.

On the subsequent period of balance sheet day, if the net amount of %' value of non-current available for
sale assets exclude costs of sale increases, the previous write-down amount shall be recovered. And the
recovered amount should be included in the cument profits and losses. The impalrment losses of assats
identified prior to the aveilable for sale category shall not be recovered. On subsequent balance sheet day,
the netincrease of the fair value minus the sale cost of write-down amount shal be reinstated, and included
in the cumrent profits and losses. The book valuz of goodwill that has been deductsd and the non-curent
assets that are applicable 1o the measurement of this code shall not be reversed to the asset impairment
losses identified prior to available for sale categary.

When the company oses control to its subsidiary due to sale of the investment to the subsidiary, the

24

- F-26 -



L |

investment should be classTied as available for sale, and all assels and lfabilities of the subsidiary should
be classified a5 available for sale in the consolidation financial stafement, whether the company retain part
of ils equity after sale.

12, Long-term equity Investment
12,1 Determinaiion of Invesiment cost

12.1.1. For a business combination involving enterprises under commean control, the initial investment cost
of the long-lerm equity investment shall be carrying value of the absorbing party's share of the owners'
equity of the party being absorbed at the date of combination. The difference between initial investment
cost of long-term equity invesiment and the book value of paying combination consideration or the total
amount of the face value of the issued shares is used for adjusting capital reserve. If capital reserve is not
enough to counteract, then retzined eamings will be adjusted,

12.1.2. For a business combination not involving enterprise under common control, the combination cost
including the sum of fair value, at the acquisition date, of the assets given, liabilites incurred or assumed,
and equity securilies issued by the acquirer. The infermediary expenses incurred by the acquirer in respect
of gudiling, legal senvices, valuation and consullancy senvices etc. and other associated administrative
expenses altributable 1o the business combination are recognized in profit or loss when they are incurred.

The transaction cost for the equity securilies or ability sacurities issued by the acquirer in the business
combinafion shall be recognized as inttial amount of equity security or ahility.

121.3. The equily investments olher than the long-term equily through combination shall be initially
measured by cost. The cost shall be recognized to the difference in the way of acquisifon of long-term
equity investment. Theses ways include the cash purchase price the Company actually paid, the fair valus
of equity security issued by the Company, value spacified in the investment coniract or agreement, the fair
value or carmying value of the assat out in the transaction of non-monetary asset exchanges, and the fair
value of the lang-lemm equity investment.

Expenses, laxes and olher necessary expenditures directly attrbutable to the acquisition of long-term
equity investment are taken into investment cost,

12.2 Subsequent Measurement

Cost method shall b adopted in a long-term equity invesiment where the investing entarprise does not
have comman control or significant influence over the Investee, the investment is not quoted in an active
miarket and its fair value cannot be measured reliably.

Where an investing enterprise can exercise common contral or significant influsnce over the investee, a
Inng-term investment shall be accounted for using the equity methed.

When an investing enterprise can no longer exercise joint control or comman contral nor significant
influence over the invesles and its fair value cannot be measured reliably, a long-term investment shall be

5
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counted as financial asset ready-for trade,

A long-term equity investment where cost method is adopted in the Company's financial staiements can
exercise canfrals over the investes.

12.2.1 Cost method of accounting for long-term equity investments

Linder the cost mathod, a long-lerm equity invesiment is measured at inftial investment cost. Except for
cash dividends or profits declared but not yet paid that are included in the price or consideration actuglly
paid upon acquisition of the long-term eguity investment, investment incoma is recognized in the peried in
accordance with the atributable share of cash dividends or profit distibutions declared by the investze.

12.2.2 Equity method of accounting for long-term equity investmenls

Where the initial invesiment cost of a long-term equily investment exceeds the investing enferprise’s
interast in the fair values of the invesiee's idantifiable net assals at the time of acquisition, no adjustment
shall be mada to the initial investment cost.

Where the initial investmeni cost of a long-lerm equily inveslment is less than the investing enterprise’s
interest in the fair values of investee's identifiable net assets at the time of acquisition, the difference shall
be charged ta profit or loss for the current period, and the cost of the long-term equity investment shall be
adjustad accordingly.

Under the equity method, the Company recognizes its share of the net profit or loss of the investee for the
period as invesiment income or loss for the period. The Company recognizes & share of the investee's net
profit or loss based on the fair value of the investee’s individual separately identifiable assets, etc, at the
acquisition dale after making appropriate adjustments to confirm with the Company’s accounting policies
and accounting period. Unrealized profils or losses resulting from the Company's transactions with its
assocates and joint ventures are recognized as investment income or loss to the extent that those
atiributable to the Company's equily interest are eliminated. However, untealized losses resulting from the
Company's transactions wilh ils investees on the fransfered assets, in accordance with "Accounting
Standards for Entesprises No. 8 - Impaiment of Assels™ are not eliminated. Changes in owners' equity of
the investee other than net profit or loss are comespondingly adjusted to the carrying amount of the
long-term equity investment, and recognized as other compressive income which is included in the capital
reserve,

When the investes is recognized net losses, reduce the carrying value of long-term equity investments and
long-lerm equity of net investment (in substance) in investes to zero. In addition, the Company has the
obligations on additional losses, then the expected obligation a5 estimated liabilities and included in the
current investment losses, Where the net profit from invesles unils, restoration confirm the amcunt of
revenue sharing affer offset the amount of unrecognized loes shading.
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12.2.3 Acquisition of minorily interest

The difference bebween newly increased equily investmant dus 1o acquisition of minority interests and
partion of net asset cumulatively calculated from the acquisition dale is adjusted as capital reserve, If the
capilal reserve is not sufficlent to absorb the difference, the excess is adjusted against retumed eamings.

12.2.4 Disposal of kang-lemn equity investmant

Where the parent company disposes long-term investment in 2 subsidiary withoul a change in control, the
difference in the net asset between the amount of disposed leng-term investment and the amount of the
consideration paid or recelved is adjusted to the owner's equity.

On disposal of a long-term equily investment, the difference between the proceeds actually received and
receivable and camrying amount s recognized in profit or loss for the period. For a long-term equity
investment accounted for using the equity method, the amount included in the gwner's equity atlibute to
the percentage interest disposed is transfemed to profit or loss for the period.

For any retained interest, it shall be subsequenlly measured according to the related accounting policies in
regard of long-term equity investments or financial assets as described above i ils camying amaunt is
recognized as fong-term equity investments or other related financial assels. Retroactive adjustment is
made on the basis of relavant policies if the refained interests are satfied from cost method to Bquity
method.

12.3 Recognition of investee under common control or significant influence

Conlrol is the power to govem the financial and operating policies of an entarprise 5o as to obltain bensfits
from its operaling activities.

Common confrol 5 the confractually agreed sharing of confrol over an economic aclivity, and exists only
when the strategic financizl and operating decisions relating to the achivity require the unanimous consent
of the parfies sharing control,

Significant influence is the power to participate in the financial and operating policy decisions of the
investea but is not control or joint control over those policies.

When detenmining whether an investing enterprise is able to exercise confrol or significant influence over
an investee, the effect of potential voling rights of the Investee held be the investing enterprise or other
parties that are currently exercisable or convertible shall be considered,

12.4 Impairment tesfing methods and recognition of impaiment provisian

The Company assesses the long-term equity investment at the balance sheet date whether there is any
indication of impalrment. If any indication exists that an asset may be impaired, the enterprisa shall
estimale its recoverable value of the asset. if the recoverable value of the asset is less than Iis camying
amoun, a provision for impaiment loss of the asset is recognized accordingly,
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Once an impairment loss is recognized, it shall not be reversed in a subsequent periad.
13, Investment Property
The company's invesiment real estate includes Yeased land use rights and leased buildings.

The company uses the cost model for subsequent measurement of investment real estate. For investment
real estate that uses the cost mode! for subsequent measurement, its depreciation palicy and amortizalion
method are consisten! with (hose of the same or similar fixed assefs and intangible assets. For the basis
and method of impairment provision, see "Note IV, {20) Long-term Asse! Impairment”,

14, Fixed assets
4.1 Recognized Standard of Fixed Assels

The term "fied assets” refers to the tangible assets that simultaneously possess the features as follows:
they are held for the sake of producing commodities, renderng labor senice, renting or businzss
managament; and their useful lif2 is in excess of one fiscal year, No fixed asset may be recognized unlass
it simultaneously mests the conditions as folows:

[1) The economic benefits pertinent to the fixed asset are likely to fow into the enterprise;
[2) The cost of the fixed assets can be measured reliably,
14.2 Classification and depreciaticn methods

Fram the follewing month of state of intended use, depreciation method o the straight-Fna method or unit of
production method s used for different categories of fived assets to lake depreciation. The estimated
residual value rale, us2ful life and annual depreciation rate of each category of fixed assets ars as follows:

Residual value Annual depreciation
Calegary Useful ife(year)
rate (%) rate (%)

Buildings and construciions -5 505 1.73-20.100
Ofice equipenent 15 34 11.88-33.00
Transporiation lacilltias 13 LR 1213-24.75
Machinery equipman 15 4-25 3B0-24.75
Electricel equipment 15 312 T.82-3300
Instrument and test equipment 0-5 4-10 8.50-25.00
Specific equipment for power industry (-5 635 2711667
Exploraion, erining, mineral processing and augmentalion

) 15 4-10 9.50-24.75
equipment
Ciher equipment 05 410 9502500
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For a fixed asset which the provision for depreciation has been made, the amount of deducting its expected
net salvage value, the accumulative amount of the provision and the accumulative amount of depreciation
from the: originzl price of the fxed asseds to be depraciated during the remaining useful life,

The fixed assets that have reached the expected usable status but have not yet gone through the final
accounts have been delermined according to the estimated value and depreciated. Afler the final accounts
are completed, the original estimated value is adjusted according o the actual cost, but no adjustment is
needed for depreciation provided.

The Company al least reviews useful life, estimated net salvage value and depreciation method of fixed
assets at least af the end of each year, and adjusts if necessary.

14.3 Impairment test method and the ascruzl of impaiment provision method of fixed assets

On balance sheet day, if there is indication shows that the fived assels depreciate, impairmenl provision is
accrued on basis of the difierence between book value and recoverable amount.

14.4, Affirmation basis and valuation method of fixed assels under financing lease
itis affirmad as finance lease when it salisfies one or mors standards,
14.4.1. At the expiration of leasehold, the ownership of leased assels is transferred to tenants.,

14.4.2. Tenants have the option of purchasing leased assals. Purchasing price concluded is predicted to be
much lower than fair value of lzased assels when exercising their option. Consequently, it could be affinmed
reasonably that tenants will exercise the option on the incaption of lease.

14.4.3. Atthough the ownership of assets does not fransfer, l2asehold occupies majority of senvice life of
leased assets [nenerally occupies 75 percent (including 75 percent) of service life of leased assets),

14.4.4. Present value of minimum lzase payment on the inception of lease is equivalent to fair value [ more
than 80 percent (including 90 percent)] on the inceplion of lzase.

1445, Leased assels possess special properfies so that it coud be used by tenants only without large
transformation,

Fixed assels under fnancing lease are chamged to an account with the lower ane between fair value of
leased assets on the inception of lease and present value of minimum lease payment, and it is calculated
and distilled depreciation cn basis of depreciation policies of self-owned fived assels,

15, Construction in process

Construction in progress is staled according to actual expendifure. The cost includes all expenditure
incurred for construction projects, capitalised borrowing costs incurred ¢n a specific borawing for the
construction of fixed assets incurred before it has reached the expected usable condition for its intznded
use, and other related expenses,
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When ecnstruction in process reaches serviceablz condition, it s transkerred Into fixed assets according to
actual cost of construction. The conslruction in process which has a'ready reached sanviceable condilion
but has not conducted final account at completion shall be transfarred into fixed assets initially, and
provisional estimated value is adjusted by actual cost when final account at completion is finished.

18, Loan Cost
16.1 The recognilion principles of capitalizing loan cost

Among the Company's loan cost, the part which direclly belongs to construction and production that
conform to the condiions of capitalization should be capitslized, and the cther pari is confimed as cost and
included in current profit and loss.

16.2 Capitalization psriod of loan cost

16.2.1 When loan cost satisfies the following conditions, the capitalization starls.
16.2.1.1 Expenditure to assels has already happened

16.2.1.2 Loan cost has ready happened

16.2.1.3 Necessary conslruction and production activities to make assels reach the siste that could be
used and sold has already begun

16.2.2 If abnonmal interruption happens during the construction and production of assets that sccords with
capitalization condifions, and the interrupfion term is more than 3 months consistently, then the
capitalization of loan cost pauses. Loan cost during the interruption term is confirmed as cost in pressnt
period until the construction and production activities of assets restart,

16.2.3 When the assefs that is constructed or accords with capitalization reaches the state that could be
used and sold, loan cost stops capitalization,

16.3 The amount of loan cost capitalization

When the enterprise borrows specific bormowings fo conslruct or product assels that conforms to
capitalization conditions, the actual inferest cost of the present period dusing which the specific bormowings
happen (including the discount and premium amorfization according to practical interest rate) subtracts the
interest revenue which is gained by saving the borrowings in banks or the amount obtained by conducting
temporary investment, than the amount of interest whizh should be capitalized is recognized. When the
enlerprise ocoupies general borrowings to construct or product assets thal conforms to capitaization
conditions, the interest amount of general borrowings which should be capitalized is caloulated and
recognized according to the product of weighted average of cumulative assets expendilure excezds
specific borrowings and capitalization rate which occupies general borowings,
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17. Biological assets

17.1 Productive biological assels refer to biologlcal assets held for the purpese of producing agricultural
products, providing labor services or leasing, and mainly include cows and economic forests. Productive
binlogical assets are initially measured at cosk The cost of a productive biological asset crealed or
propagaled by itsall & the necessary expenditure directly atiributable to the asset before the asset reaches
its intended production and operation objectives, including borrowing costs that meet the capitalization
conditions.,

17.2 After reaching the intended production and operalion purpese, the productive biological assets shall
be depreciated within the service life using the average method of years.

17.3 At least at the end of the year, review the useful Kfe, estimated net residual value and depreciation
method of the productive binlagical assets. If there is & changa, it will be trealed as a change in accounting
eslimatss.

17.4 The difference between lhe dispoza’ Income of productive biclogical assels sale, invenlory loss, death
or damage sfizr deducting ils book value and related taves is included in the cument profit and loss,

If a productive biological asset changes its use, as a consumable biclogical asset, the cost after the change
of use is determined according to the bock value at the time of change of use.

If the influencing faclors of the depletion of expendable biclogica' assets have disappeared, the write-down
amount will be restored, and it will be reversed within the ariginal provision for the price decline.

Onee the provision for impaiment of productive blological assets s accrued, it shall not be transfemed

"

back.
18, Intangible assets

18.1 Intangible assets comprise software, patent right, nen-patent technology, trademarks, copyright, land
use right, and concessionary right of administration ete, and conduct iniial maasurement In accordance
with cost.

18.2 Intangible assets with limited sarvice lif2 is amortized on basis of expected realization mode related to
economic interests during service life systematically and reasonably. If expected realization mode could not
be recognized relizbly, it is amortized with straigh®-line method,

18.3 For intangible assets with determined senvice life, re'aled impairmant provision is acerued on basis of
the cifierence between book velue and recoverable amount if there are indications that show it is
decreasing in value. Annual impaiment fest should be conducted for intangible assets which have
uncertain ife and have net reached senviceable condition regardless of whether decreasing indications
exist or not.

18.4 The research expenditures of intemnal research and development projects is acered inlo profit and

Eal
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Vass in current period. The research expenditures of inlerral research and development projects is
recognized as intangible assets when it satisfies the following conditions simultanecusly.

18.4.1 it is technologically feasible for the intangible asssts to be used or sold after complation.
18.4.2 The intension to complete the intangible assets and use or sell does exist.

18.4.3 The way the intangible assets produce economic interests includas the product produced with the
intangible asset owns its market or the intangible asset liselfl owns market, Intangible assets will be used
internally and prove its usefulness.

18.4.4 There is sufficient technology, financial resources, and other resources to support the completion of
development and the ability o use or sell the intangible assets.

18.4.5 Expenditures belongs to development stage of the intangible asssts could be measured religbly,
19 Internal research and deveiopment expenditure accounting pelicy

The company’s internal research and development expenditures distinguish between research phase
sxpenditures and development phase expenditures. Research phase expendiiure refers 1o the
expendilures incurred by the comoany in order to acquire and understand new seientific or lechnical
knowledge through original and planned investigations, Expenditures for the research phase of infernal
research and development projects of the company are included in the cument profit and loss when
incurred.

Expenditure in the development stage refers to the expenditure incurmed in applying research resulls or
other knowledge to a plan or design to produce new or substantially improved materials, devices, products,
glc. before commercial production or use. Expenditure at the development stage can only be capitatized if
the following conditions are met at the same time, namaly:

(1} Itis tachnically feasibla to complete the intangible asset so that it can be used or sold;
{2) Have the intention to complete the iMangible asset and use or sell it

(3) The ways in which intangible assels generate econcmic benefits include the abllity to prove that the
products produced by the intangible assets exist in the markel or Ihe intangible assets themselves existin
the market, and the intangible assets will be used intemally to prove their usefulness,

(4) There are sufficient technical, financial and other resources to support the development of the intangible
assel, and the abilty to use or sell the intangible asset;

() The expenditure attibutabls to the development stage of this intangible asset can be measured reliably.

Development expenditures that do not meet the above conditions are included in the current profit and loss
when incurrad.

3

~F-34 -



L T

r—

%

20. Long-term asset impairment
20.1 Ecope of application

The asset impairment menfioned in this note mainly includes long-term equity investment, investment real
estate (excluding investment real eslate measured by fair value model), fised assets, construction in
progress, engineering materials, 2nd intangible assels (including capitalized development expenditure) ,
Asset group and asset group combination, gocdwill, etc.

20.2 ldeniification of possible impaired assets

On the balance sheet daie, the company judges whether there is any sign of possible impairment of assetz,
The goodwill and intangible assets with uncertain senvice life formed by the business combination are
tested for impairment every year regardiess of whether there is any sign of impaimment. The following signs
indicate that the asset may be impaired:

(1) The market price of assets has falien sharply in the current period, and the decline is significantly higher
than the expected decling due to the passage of ime or normal use;

(2) The economic, technological or legal environment in which the company operates and the market In
which the assets are located will undergo major changes in the curent period or in the near fulvre, thereby
adversely affecting the company;

(3) The marke! inferest rate or the rate of refurn on investment in other markets has increased in the current
period, which affects the company ‘s discount rate for calculating the present value of the asset 's expected
future cash fliow, resulting in 2 substantial reduction in the amounl of assels recoverable;

{4) There is evidence that the asset is obsolete orits entily has been damaged;
(5) Assets have bzen or will be idle, terminated or planned for early disposal;

(B) The evidence in the intemal report of the company indicates that the economic perdformance of the asset
has been lower than or will be lower than expacted, such as the net cash flow created by the asset or the
realized operaling profit (or loss) is far lower (or higher) than expected Amount el ;

(7} Cther signs that assels may have been impaired.
20.3 Measurement of asset recoverable amount

If there are signs of asset impairment, the recoversble amount is estimaled. The recoverable amount is
determined based on the higher of the net value of the asset's fair value minus d'sposal costs and the
present valuz of the assef's expected future cash flow.

20.4 Determination of assatimpaiment losses

The measurement result of the recovereble zmount shows that if the recoverable amount of the asset is
lower than its book value, the boox value of the asse! is wriften down to the recoverable amount. The
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reduced amount Is recognized as an assel impalment loss and is included in the current profit and loss
Frovide corresponding asset impairment provision, After the asse! impaiment loss is recognized, the
depreciation or amartization expense of the impaired asset will be adjusted accordingly in the future period,
50 that the asset will systematically allocate the adjusted asset book value {deducting the estimated net
residual valus) within the remaining useful lif2. Once an assel impaiment loss is recognized, it will not be
reversed in a subsequent accounting period.

205 |dentification and impairment treatment of asset group

If there are signs that an asset may be Impaired, the company estimales its recoverable amount on the
basis of a single asset. If it is difficult for the company to estimate the recoverable amount of an individual
asset, the recoverable amount of the asset group is determined based on the asset group to which the
asset belongs. The Identification of an asset group Is based on whether the main cash inflow generated by
the asset group is independznt of the cash inflow of other assets ar assat groups. At the same time, when
determining the asset group, the company also considers the way the company's management manages
production and operation aclivities and the decislon-making method for the continued use or disposal of
assels,

If the recoverable amount of an asset group or asset group combination is lower than its book value (if the
headquarters assets and goodwill are allocated to an asset group or asset group combination, the book
value of the asset group or asset group combination shall inciude the relevant headguarters assets and
business Reputation), confirm the comesponding impairment loss. The amount of the impairment loss is
offset against the book value of the goodwili allocated to the assat group or asset group combination, and
then proportionally based on the proportion of the book value of other assets in the assel group or asset
group combination other than goodwill. Offset the book value of olher assets.

206 Impairment of goodwill

The goodwill formed by the company due to business combination shall be lested for impairment at least at
the end of each year. The book vakie of goodwill resulting from the merger is alocated to the relevant asset
group in a reasonable manner from the date of purchase; if it Is difficult to allceate to the relevant asset
group, it is allocated to the relevant asset group combination. The relevant asset group or esset group
combination is an asset group or assel group combinalion that can benefit from the synergies of the
business combination and is not greater than the reporting segment determined by the company. When
performing an impaiment test on & related asset group or asset group combinztion that includes goodwill, if
there are signs of impairment in the asset group or asset group combination related to goodwill, the asset
group or asset group that does not contain goodwill should be The combination performs an impaiment
test, calculates the recoverable amount, and compares it with the relevant book wvalue to confirn the
comesponding impaimment loss. Then conduct an impairment test on the asset group or esset group
combination that includes goodwill, and compare the book value of these related asset groups or asset
group combinations {including the portion of the bock value of the goodwill alocated) and s recoverable
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amount, such as the relevant asset group Or, if the recoverable amount of the asset group combination is
lowes than its book value, the impairment loss of goodwil 's recognized and dealt with in accordance with
fhe asset group impairment provisions described in this note. The estimate of the recoverable amount of an
asset group or combination of asset groups is determined based an the higher of the net value of its fair
value minus disposal costs and the present value of the expected future net cash Now.

21. Long-term deferred expenses

Expenses incured during the start-up period of an enterprise (exchuding those incumed in connection with
the construction of fived assets) are as long-term prepaymenis first and then charged in lump sum as
income or losses of the first month in which the enterprise commences operation.

Cther long-term deferred expenses ere amorfised on & straight-ing basis over the expected beneficial
pariods.

22, Employee benefit
22.1 Contents

Employee benefits refer to all forms of consideration or comprehension given by the Company in exchange
for sarvice rendered by employees or fer the termination of employment relationship. Employment benefits
inciude short-term employment benefits, post-employment benefits, termination benefits and other
long-term emplayment benefits. Benefits provided to an employes's spouse, children, dependents, Family
members of deceased employees or other bensficiades are alse employee banefits.

(1) Short-term employee benefits are smployees' benefits (other than compensstion for termination of
employment relationship) that are expected to be settied wholly within twelve months afler the end of the
annuzl reperiing period in which the employees render the senvice. Short-term employee benefils include;
employes wages or salafes, bonus, allowance and subsidies, staff welfare, social insurance chames,
housing funds, union unning costs and employee educalion costs, short-ferm paid ebsence, short-term
profit-sharing benefits and other short-term benefils,

(2) Postemployment benefits are any remuneration and benefits (other than shor-tarm employse benefits
end terminafion benefifs) in exchange for service rendered by employees that are payable after the
refirement of the employee or the termination of the employment relationship. Based cn the risks and
ohiigalions that the Company is intendzd to undertake, post-employment benefits could be classified as
either defined confributicn plans or defined benefit plans. Defined coniribution plans are post -employment
benefits under which the Company shall not have obligation to pay further coniribution after it pays fived
contributions intc a separste fund. Defined contribuion plans include: basic pension insurance,
unemployment insurance, corporate pension contribution. Defined benefit plans are postemployment
benefit plans other than defined contribution plans,

{3) Termination benefiis are compensation provided when the Company decides to terminate ihe
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employment refationship with employees before the end of the employment contracts, or compensation
provided as an offer 1o encourage employzses to accept voluntary redundancy before the end of the
employment contracls.

(4) Other long-term employee benefits are all emplovee benefits except short-lerm employes benefits,
post-emplayment berefits and termination benefts. Other long-term employment benefits include long-term
paid absence, long-term disability benefits, and long-term profit-sharing plan.

222 Determination principle and measurement method
{1) Short-term employee benefits

Short-term employee benefits incurmead in the Company generaliy shall be recorded into either profits or
losses of current pericd or relative assets cost according o unit that take the benefils, If non-monetary
welfare is provided to employees, the short-term employee benefits shall be measured at fair value,

In accordance with the nature of the paid absence and the right employees enjoy, paid absences are
classified into accumulating paid absence and non-accumulating paid absence and are accounted
comesponding'y and respectively.

The Company shall recognize the related employes benefits payable and record it into the current profils
and losses under a profil-sharing plan when all of following conditions are satisfied:

1) The Company has a present lzgel or constnuctive obligation to make such payments as a result of past
event; and

2) A raligble estimate of the amount of employes benefits obligation arising from profit-sharing plan can be
made.

{2) Pest-employment benefiis

For defined contribution plans, on the balance sheet date, the contribution deposited fo a separale entty in
exchange for the service rendered by employees during the accounting period shall be recogrized as
employee benefits payable and be recorded either into current profits and losses or as asset costs.

For defined berefit plan, definad benefit plan obligations shall be discounted on the rale detsmined by
reference to market yield at the balance sheet date on government bonds or on high quaity corporats
bonds in an active market, of which the term and currency are consistent with the term and currency of the
defined benefit oblgation so as to determine the current value of obligation of defined benefil plan and
service cosls of current perod. When a defined benefit plan has assets, the Company shall recognize the
deficit or surpus by deducting the fair value of defined benefit plan assats from the present value of the
defined benefit plan obligetion a3 2 net defined benefit plan liabiliies or net defined bensfit assels.

At the end of reperiing period, the Company shall recognize the following components of employze benefit
cosls recordad info profits and losses of currant period arising from defined benefit plan: (1) service cost; (2
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net interest on the net defined benefit plan liabilities {assets): (3) changes as a result of remeasurement of
the net defined benefit liabilitizs (assets) shall be recorded into other comprehensive income and shall not
be reclassified to profits or losses in subsequent pericd. However the Corrpany may transfer those
amounts recognized in other comprehensiva income within equity.

{3) Termination benefits

The Company which provides termination berefits to employees shall recognize an employee benefit
liabilities for termination benefits, with a comesponding charge to the profits or losses of the current period,
st the eadier of the following dates:

1) When the Company cannot unitaterally withdraw the offer of termingtion benefils because of an
employment terminafion plan or curtailment proposal.

2) When the Company recognizes costs or expanses related to reslructuring that involves the payment of
termination benefitz,

(4) Other long-lerm employee benefils

At the end of reporting period, the Company shall recognize the components of cost of employee benafil
arizing from other long-term employes benefits as follows:

1) Senvice cost
2) Net interest on the net lizbilities or net assets of other long-lerm employee benefils,

3) Changes as a result of remeasurement of the net kzbililies or net assels of olher long-term emplayes
benafits.

The net total of the aforesaid amounts shall be recognized in profits or losses of cument period or included
in the cost of & relevant asset

23, Share-based Payment and Equity Instrument

23,1 Classification of share-based payment

It comprises equity-setlled share-based payment and cash-settled share-based payment.
23.7 Recognition method of fair value of equity instrument

23.2.1 1 active market exists, it is recognized by quoted price in aclive market.

23.2.2 I active merket does nol exst, it is recognized by valuation techniques, including refering to the
price used by all parties who are familiar with 2ll the circumstances and are wiling to trade in the market,
cuerent fair value of other financid instruments which is the same with equity instrument in essence,
discount cash flow methed, options pricing model etc.

23.3 Recognition of basis on optimal estimation of feasible right equity instrument
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It is estimated by subsequent information such as the changes of feasible right's staff iotal number obtzined
lately.

23.4 Relevant accounting treatment of implement, modification, termination of share-based payment.
23.4.1 Equity-setiied share-based payment

Equity-setlied share-based payment which gains feasible right immediately after granting and exchanges
for employes service is counted into related cost or expenses according fo the fair value of equity
instrument on grant day, and coresponding adjustment in capital reserve should be made. On every
balance sheel day in walling period, service that finishes waiing period or equity-setled share-based
payment that reaches conditions of achievements in regulations include service that Is cbtained in curment
period inlo ralated cost or expenses and make comesponding adjusiment in capital reserve on bas's of
optimal estimation of equily nstrument’s quantity and fair value of equity instruments cn grant day.

Ii far value of other parties could be measured reliably, the equity-setied share-based payment which
exchanges servica from cther parties is measured by fair value on achieving day. If fair value of other
parties couid not be measured reliably but fair value of equity instrument could be measured religbly, the
equity-settled share-based payment is measured by fair valus on service achiaving day, and it is acerued in
related cost or expenses. Corresponding owner's equity should be increased as well,

23.4.2 Cash-setfled share-based payment

Cash-settied share-based payment which gains feasible ight immediately after grant and exchangas for
employee senvice, it is counted into related cost or expenses according to the fair value of debt on grant
day, and make comesponding adjustment in debt. On every balance sheet day in wailing period, service
that finishes waiting period or cash-settled share-based payment that reaches conditions of achievements
in regulations includes service that is obtained in current period into related cost or expenses and adjusts
comesponding debt on basis of optimal estimalion of feasible right's condition and fair value of debt,

23.4.3 Modification and termination of share-based payment

If modification Increases fair valua of grantsd aquity instrument, the Company recognizes the increasa in
service in accordance with the increase mentionad above. If modification increases the amount of granied
equity instrument, the Company recognizes the increase of fair valug in equity instrument as the increase in
service. When dealing with feasible right's condition, the Company takes the modified feasible right's
condilion into consideration if the Company maodifies it in the way that is beneficial to staff,

IF the modification decreases the fair value of granted equity instrument, the Company will ignere decrease
of equily instrument's fair value and recognizes the amount of service on basis of fair value of equity
instrument on granted day continuously. If the modification decreases the amount of granted equity
instrument, the Company will regard the decreasing part as cancellaion of granted equily Instrument.
When dealing with feasibe right's condition, the Company will not take the modified feasible right's
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condition into consideration if the Company modifies it in the way that is not beneficial to staff,

If the Company cancels or seflles granted equity instrument (excluding the instruments that could not
satisfy the feasible right's condition), the cancellation or ssttlement is dealt as accelerating feesible right,
and iha Company recognize the amount in remaining waitling period immadiately.

24. Estimated Lizbilities
24.1 Estimated liabilifies recognition

The obligation perinent to contingencies such as guarantee for outsiders, pend'ng lifgalions or arbitrations,
products quality assurance, staff redundancy plan, anarous contracts, restruciuring obligation, and disposal
of fixed assels obligaiion are recognized as an estimated liability when meet 2l the following conditions:

24.1.1 That obligation is a present obligation of the Company.

24.1.2 |t is probable that an oulflow of economic benefits from the Company will be required to sellle the
obfgation.

24.1.3 A reliable estimate can be made of the amount of the obligation.
24.2 Estimated §zbilities measurement

The estimated liabilties initially recognized should be the best estimate of the expenditure required to setle
the present cbligation. On balance sheet day, book value of estimated liabilities sheuld be rechecked.

If thera is a sequent range for the necessary expenditure and all the outcomes within this range are equally
likely to occur, the best estimale shzll be the m'ddle number within the range. In other cases, the best
esfimate shall be conducted in accordanca with the following methed:

24.2.1. Contingencies for a single ilem are measured al the most likely amount,
24.2.2, Provisions for large populations of events are measured at a probability-weighted expectsd value.

Where some or 2l of the expenditure required to settle a provision is expected ta be reimbursed by another
party, the reimbursemen’ shall be recognized when and only when, it is vifually cerlain that reimbursement
will be received if the Company settles the obligation. Tha relmbursement shall be freated as a separate
asset. The amount recognizad for the reimbursement shall not exceed the amount of the provision.

25, Preferred shares and perpetual bonds
25.1 Basic principles of accounting for other financial instruments

The financia! instrumants issued by the company are inifially recognized and measured in accordance with
the Financial Instrumenis Reporting Standards and the “Division of Financial Liabilties and Equity
Instruments and Related Accounting Treatment Rules” promulgated by the Ministry of Finance; thereafier,
interest or accrued on each balance sheet date Dividends are distdbuted according to the relevant specific
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enlerprise accounting standards, That is, based on the classification of financial instruments issued, the
accounting ireatment of interest payments or dividend distibution of the instrument is determined.

For financial instruments c'assified as equily instruments, regardless of whether the name includes "debt”,
their interest expenditure or dividend distribution should be used as the prafit distribution of the issuing
enterpise, and thelr repurchase and cancellation should be treatzd as changes In equity; For financia
instruments that are financial liabilities, regardless of whether their names include “shares”, their interest
expenses or dividend disiribution are in principle treated as bomowing costs, and the gains or losses
resulting from fheir repurchase or redemption are included in the current profit and loss.

The transaclion fees, commissions and other transaction cosls incurred by the comoany when issuing
financial instruments are included in the inifial measurement amount of the issusd instruments if they are
classified as debt instruments and measured at amortized cost; if they are clzssified as equily instrumenis,
they are deducted from equily.

25.2 Accounting for reclassification

When the conditions or matiers stipulated in the original contract terms of the ‘ssued financial instremants
change with the passage of time or the economic environment changes, resulling in the reclassification of
issued financial instruments, the following methods shall be followed:

(1) Financial instruments that were criginally classified as equity instruments should be reclassified as
financial fabilifies from the date when they are no longer classified as equity instruments. They are
measured at the fair value of the Insirument on the date of reclassificaticn. The difference between the
baok valus and the fair value of the financial liability is recognized as equity,

(2) Financial instruments originally classified as financial lizbiliies shall be reclassified as equity
instruments from the date when they are no longer classified as financial liabilities, and shall be measured
at the bock value of the financial liabilities on the date of reclassfication.

26. Revenue

26.1 Selling producis

The income of seling products shall be recognized if the following conditions are satisfied simultaneously:
26.1.1 Main risk and reward of goods property will ba transferred o the purchase party

26.1.2 The Company will not retain continuous administrative authonty which is refated o ownarship, and
will not implement effective control to the sold products.

26.1.3 Tha amount of income could be measured reliably
26.1.4 Related economic benefits is ikely fo flow in

26.1.5 Related cost incurred or is o Incur could be measurad reliably

a0

_F42 -



TN nn

|

=

=

101N

o

—

76.2 Rendering service

If the result of rendering service transaction on balance sheet day could be estimaled reliably, (and it
satisfies the following conditions at the same time: the amount of income could be measured refisbly,
related economic benefits is likely o flow in, completion progress of transaction cowd be determined
reliably, related cost incurred or is to incur could be measured reliably), the income of rendering service is
recognized by completion percentage method, and the completion progress of rendering semvice
fransaction is determined by measurement of completed workithe ratio of senice which have besn
rendered in service which should be rendered! the ratio of cost which has incurred in the tolal estimated
cost. If the result of rendering service transaction on balance sheet day could not be estimated refiably and
th incurrad senvice cost is estimatad to be compensated, tha income of rendering service is recognized by
the amount of incurred semvice cost, and the service cost is carred forward according to the same amount;
Ii the incurred service cost is estimated not to be compensated, the incurred sarvice cost shal be accrued
into current profit and loss, and service income is not to be recognized.

26.3 Delivering right to use assets

If delivering right to use assets salisfies the following conditions: refaled economic benefits is lisely to flow
in, the amaunt of income could be measured refiably, the income of delivering right to use assels is
recognized. Interest income is calculated and determined according to the time and actual interest rate of
using the cash and cash equivalerts of the Company by the others; royalty revenue is calculated and
recognized in accordance with chargeable ime and method appointed by related confract and protocal.

27, Construction Contract

27.1 If the result of construction contract on balance sheet day could be esiimated refisbly, the confract
income and conlract expense are recognized with completion percentage method. If the result of
ceonstruction conlract on balance shest day could not ba estimated reliably, for recoverable contract cost,
contract income is racognized by recoverable contract cost. For unrecoverable cost, i is recognized as
contract expense immediately when it happens and contract income is not recognized.

27.2 The result of fixed cost contract could be estimated reliably if the following conditions could be
satisfied simultaneously: The total income of contract could be measured refiably. 1t is likely that economic
interest related o contract will flow in. The coniract cost actually occurred could be distinguish clearly and
measured cleady. The contract completion progress and the cost which wil need to occur for contract
completion could be measured refiably. If cost plus contract salisfies the following conditions
simultansously, it indicales that its result could be measured reliably: It is likely that economic interest
related to confract will flow in. The confract cost actually ocourred could be distinguish clearly and
measured clearly.

27.3 The method to recagrize contract completion progress is the proportion of accumulative fotal contract
cost aclually occurred in total estimated contract costhe proporfien of completed contract worklead in
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contract estimated fotal workloadicompletion progress which is measured actually.

274 On balance sheet day, if contraci estimated tolal cost exceeds contract total income, anficipated loss
Is recognized as perod charges. For execufory construction contract, nventory falling price reserve s
accrued by its differsnce; For deficient contract, estimated liabilifies is recognized by its difference,

28. Government Subsidies

28.1 Govemnment subsidies are transfer of monelary assels and non-monelary assels from the govemment
to the Company at no consideration, excluding the capital invested by the govemmant a3 equity owner.

28.2 Govemment subsidies can be classified as subsidies related to the assels and subsidies related to the
incoma,

If government subsidies are in the form of a transfer of a monetary asset, it is measured at the amount
received or receivable. If government subsidies are in the form of a non-monetary asset, it is measured at
fair valus. IF the fair value cannot be refiably determined, i 's measured at a nominal amount. A govermment
subsidies measured at a nominal amount is recognized immedialely in profil or loss for the period.

28.3 Govemment subsidies are measured by gross method.

A government subsidies related 1o an asset is recognized as deferred income, and amortized ‘o profits and
losses with reasonable and systematic methods. If the relevant assels are sold, transfermed, scrapped or
damaged before the end of service life, the relevant deferred income balance shall be transferred to the
current profit and loss.

For a government subsidies related to income, if the subsidies ane compensation for related expenses or
losses to be Incumed in subsequent period, the subsidizs are recognized as deferred income, and
recognized in profit o loss over the perods in which the related costs are recognized. If the subsidies ars
compensation for related expenses or losses already incurred, the subsidies are recognized immediately in
profit or loss for the period,

28.4 Government subsidies are measured by net method,
Government subsidies related to assels should offset against the book value of the related assels,

Govemment subsidies related fo income used to compensate for the relatad expenses or logses incurrad in
the subseguent pericd shall be recognized as deferred income, Curing the perod of recognition of the

relavant expenses, the relevant cosis shall be reduced. Compensation for the relaled costs or losses
should direcily reduce the related cosis.

28.5 Far the government subsidies that includes related assets and related income, accounting treatment
should be separaed. Indislinguishable subsidies should be classifed as income related govemment
subsidias.

28.6 The company will include the government subsidiss into other income or offset related costs accomding
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to ils business activities. Govemment subsidies that are not related to the daily activilies of the company
should be recognized as non-operating income.

28.7 The company has two different accounting freatments for the interest discount from the govemment
palicy.

28.7.1 The financial interest ciscount should be allocated to the loan bank, and the loan bank should
provide the laan to the company with the pelicy concessionary interest rate.

The book value of the loan is the actual amount of the loan, and the related borrowing costs are calcu'ated
according to the principal of the Inan and the preferential interest rate of the policy.

The book value of the loan is the fair value. The bomowing expense Is calculaled according to the real
interest rate method. The difierence between the actual amount received and the fair value of the loan is
recognized as deferrad income, The deferred income should be amortized by the real inferest rate methed
in the period of borrowing, and the related borrowing costs should B2 raduced accardingly.

26.7.2 The financial interast will be alloceted directly to the company, and the company will reduce the
relevant bomowing costs.

29. Deferred Income Tax Assats and Deferred Income Tax Liabilities

241 According to the difference between the book value of assets, debt and their base for taxafion (The
projects which have not been recogrized as assets or debts but could determine their base for laxation.
The cifference exists between the base for taxation and their book value) Deferred income tax sssels and
deferred income tax liabiliies could be recognized and calculated on besis of applicable tax rate during the
period which assets could be withdrawn and debtcould be Bquidated as expecied.

29.2 Recognition of deferred income tax assets is within the limit of taxable income which is probably used
to ceduct deductible temporary differences. On balance sheet day, there is unambiguous evidence that
sufficent taxable income is available for deduction of deduclible temporary differences, the defamed
income tax assets which is not recognized in the past period should be recognized.

29.3 On balance sheet day, the enterprise will recheck the book value of deferred income tax assefs. If
taxable Income is not enough to deduct the interest of deferred income fax assets in the future, the book
valug of deferred income tax assels shall be decreased. The time when sufficient taxable income is
obtained, the amount that has been dacreased should refum back to the accounting.

29 4 Income 1ax and deferred income tax of the Company in current period should be inchided in current
profit and loss as income lax expense, excluding income Lax in the following siluations:

29.4.1 Business combination

20.4.2 Trades and items recognized in owner's equily directly,
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30, Leases

A finance lease is a lease that transfers in substance all the risks and rewards incident to ownership of an
asset. Title may or may not eventually be transferrad. An operating lease is a lease cther than a finance
leasa,

30.1 Operaling |zase
30.1.1 The Company as lessee under operating lease

Lease payments under an operating lease are recognized by a lessee on a straight-line basis over the
lezse term, and either included in the cost of the related asset cr charged fo profit or loss for the current
period. The contingent rents shall be recorded in the profit or loss of the period in which they actually arse.

30.1.2 The Company as leaser under operating lzase

Lease income from cperaling leases shell be recognized by the leaser in profit or loss on a straight-line
basis over the lease term. Initial direct cost of significance in amount shall be capitalized when incurmed, If
another basis is more systematic and rational, that basis may be used. Contingent rents are credited to
profit or loss in the period in which they actually arise.

30.2 Financing lease
30.2.1 The Company as lesse= under financing leass

For an asset that is held under a finance lease, at the lzase commencament, the leased asset is recordad
at the lower of its fair value al the lease commencement and the present value of the minimum lease
payments, and the minimum leasa payment is recorded as the carying amount of the long-term payables;
the difference between the recorded amount of the leasad asset and the recorded amount of the payable is
accounted for as unrecognized finance charge, Inifial direct costs ncurred by the lessee during the process
of negotiating and securing the lease agreement shall be added to the amourt recognized for the leased
assel. The net amounl of minimum lease payment deducted by the unrecognized finance shall be
separated into long-term liabilities and long-term liability within one year for presentation. Unrecognized
finance charge shall be computed by the effective interest methed during the lease term. Contingent rent
shall b2 booked into profit or loss when aciually incurred.

30.2.2 The Company as leassr under financing lease

For an asset that is leased out under a finance lease, the aggregate of the minimum lease receipts at the
inception of the lease and the initial direct costs is recorded as a finance lease receivable, and
unguaranteed residual value is recorded at the same time; the difference between the aggregate of the
minimum lease receipt, initial direct costs, and unguaranteed residuzl valus, and the aggregate of their
present values, is recognized as uneamed finance income, which is amortized using fhe effzctive inferest
rate method over each period during the lease tam,
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Finance lease recelvable less uneamed finance ‘ncome shall be separated Into long-term llabilites and
long-term liabilty within cns year for presentation,

Uneamed finance income shall be computed by the effective interest method during the lease term,
Contingent rent shall be credited into profit or loss in which actually incurred.

31. Fair value measurement

Fair value refers lo lhe price thal market pariicipants can receive or lransfer a liabifty in the orderdy
transaction that occurs on the measurement date, The company measures relaled assels or liabiliies at fair
value, assuming that the orderly transaction of selling assets or transferring liabililies is conducted in the
main market of related assels or liabilities; if there is no main market, the company assumes that the
transaction is in the most faverable position of the related assels or liabiliies Market. The main market (or
the most favorable market) is the trading market that the company can enter an the measurement date.
The company uses the assumptions used by market participants to maximize their economic benefits when
pricing the asset or liability, When measuring non-financial assets at fair value, consider the ability of
merket participants fo use the asset for optimal use 1o generate economic benefits, or sell the asset to cther
market parficipants that can be used for optmal use to genarale economic benefits.

The company determines whether the fair value at initial recognition is equal to its transaction price based
on the nature of the transacfion and the characteristics of the relevant aseels or liabilities. The fair value of
the relevant asset ar liability at inifial recognition is ususlly equal o its transaction price, but the two may
not be equal in the follwing cases: the transaction occurs bebween related parties, but the company has
evidence that the relaled parly transaction is under market condifions Excepl for conducting; the
transaction Is forced; the unit of measurement represented by the transaction price Is different from the unit
of measurement identified in Arlicle 7 of Accounting Standards for Business Enterprises 35-Fair Valus
Measurement; the transaction market is not the main market for related assets or lizbiliies (or the most
favorable market). If other relevant accounting standards require or allow an enterprise to initially measure
related assets or Nabiliies at fair value, and the transaction price is not equal to the fair value, relevant
gains or losses should be included in the cument profit and loss, but ather relevant accounting standards
provide otherwise Except.

The company uses valuation techniques that are applicable in the current sifuation and have sufficient
available data and other information to support it. To measure related assets or liabilities ot fair value, the
valuation techniques used mainly include market method, income method and cost method. The company
uses a method consistent with one or more of these valuation techriguss to measure fair value, Whers
multiple valuation techniques are used to measure fair value, the rationality of each valuation result is
considered, and the amount that bast represents the fair value under the current circumstances is selected
25 lhe fair value. In the application of valuation techniques, the relevant observable input values are
preferentially used, and the unobservable input values can be used only when the relevant observable
input values are unavailable or not feasiola, If the transaction price is used as the fair value at the initial
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confimation, and the valuation lechnique involving unobservable input value is used in the subsequent
measurement of the fair value, the company shall comect the valuation technigue in the valuztion process
to make the valuation technique determined The initial confirmation result is equal to the transaction price,

For assets and liabilties measured or disclosed at fair value In the financial statements, the fair value
hierarchy to which they belong is determined based on the lowest level input value that is important to the
fair value measurement as a whole: the first level input value can be obtained on the measurement date
The unadjusted quotation of the same asset or liability in an active market: the second level input valug,
except for the first level input value, the direct or indirect observable input value of the relevant esset or
lability; the third level inpul value, the relevant asset or Uncbservable input value of liablities.

On each balance shest date, the company reassessed the assels and liabilities continususly measured at
fair value confirmed in the financial statements to determine whether there is & conversion between the
levels of fair value measurament,

V. CHANGES IN SIGNIFICANT ACCOUNTING POLICIES AND ACCOUNTING ESTIMATES

1. Change of accounting policies

1.1. The Company adopted resevant provisions of Notification in Regard to Revise and lssue 2019 General
Enterprise Financial Statement Form issued by the Ministry of Finance. {Financial and Accounting [2019)
No.5} The influence caused by accounting policies is as follows.

Contents and reasons for the change of

The name and amaunt of the report ltem alfectad
accounting policies

fem and amound in odigingl reporling slalemsnt oo 3 Dec 2018
‘Mates recelvable and account rceivable” Is divided  acoounts recaivable and nols recelvable is 74,127 47T3.313.74,
it "Noles receivable” and “Accounts receivable”. ltem 2nd amount in new reporing siatemenl on 31 Dec 2043 the
reported amount of accounl receivatle Is 6,223,423,866.85, and noles
receivahie is 67,599,049 445,88,
lem 2nd arrount in ceiginal reporing statement on 31 Dec 2018: the
amounl af notes payable and accounls payable i 161,530 877 691,62,
ltem and amount in new reporfing slatement on 31 Dec 2018 the
amount of notes peyabie is 17,953,448.378.64, and the amounl of
gceounls payable is 143,667 423,312.58,
lem &nd amount in onginal reporting statemant on 31 Des 2013: the

Motes payable and accounls payable® is divided inla
* Motes pavable’ and * accounts payable”,

*Delered Incame” thal hzs only one year or iess than  amount of deferred income s 1,629,057 B33.09, and the ameunt of othar

tne year, or is expecled I be amodized witiin ene  cument liabiiies is 8,200,745,330.3,

year (including ene year), cannot be reclassiied in e and amount in new reparting stalament en 31 De¢ 2018: the

"Nar-current Rabiifes dsc vithin one vear' amount of defemed income is 2,480,153,604.00, and the ameunt of cther
cument liabilites is 7,618,651,159.75,
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Contents ard reasons for the change of

accaunting palicies

The name and amaunt of the report Hem affectad

fdjust "Less: assel impairment lsses” 1o "Add; asset
impairnant loeses (losses are indicatad by*.")

liem and amounl in original reporiing stalement on 31 Dec 2018 the
amcunt of assel impairmant losses Is 3 879 58583302,

lrerr and amount In new reporting statement on 31 Dec 20M8: the
amount of asset impairmen| keses (Losses are indicaled by ") s
-3,579,585, 883.02.

1.2. The Company adopted relevant provisions of Accounting [2017] No. 7. Accounting [2017] Ne. 8.

Accounting [2017] Mo. 9. Accounting [2017] No. 14 and adjusted the ameunt of retained eamings at the
beginning of the year and cther relevant items in the financial statements (not include the information of
comparable periods). The influence caused by accounting policies is as follows.

Categary 3 Dac 2018 1.Jan 2019 Adjusted amount
Tradzle financial assels 454477040 454477948
Financial assels measured by fair value through profi or koss 414543775 4 14543775
Motes recelvable 6,228,423,866.85 3,300 007 560,78 -2, 820 416,297 07
Arcounts recelveble 67,800,043,445.99 £8,757 211,225.06 B58,161,778.16
Accounts recelvable financing 2.759,768,314.42 2,753,766, 314.47
Other receivables 34,715,442,000.55 33.325,082,753.31 =1,360, 358,247 24
Won-cument assats due within ane year 13,429,183, 406,81 13,421,195,242.59 B,004,164.22
Creditors investmenl T2,081,121.85 T2 08112185
Awailable-for-gale financial aseals 11,703,148,249.82 -11,708,146,245.92
Held-to-maturity invesiments T0A75,168.10 =T0,675,168. 10
Leng-demn receivatles 100,787 838, B54.60 100,604,594,558.12 -283,243 056 57
Oiher equity Instrument investment +1,723,574,083.48 14,723,574983.45
Ciher non-corent financial assats 116,297 355,34 115,267 ,365.34
Defarred fax assets 3.979,550,426.37 A4,.223.371,855.24 24391242087
Other nan-curment assels 3,476,083,000.33 3,485,883,002.33 9,000,000.00
Shorderm bormowings 7501507253224 75054354 68150 38,202,148.25
Ciher payables 31,384, 165,204 56 30,742 430,337 68 H41,735866.65
ion-cument fabililes due within one year 26,085,724 534,30 76,633,715,500,85 547 800,806.45
Other current lizbililies 7619,651,159.75 T.675,004,070.71 95,352 910.55
Defered lax lisbillies T74,385451.07 844,958,643.06 75,064,331.93
Qlier comprenensive incoma 0797 IS ST «1,038.308,738.05 -18,932.765.28
Surplus reserve 911,715,827 57 271,716,464.35 235912
Undistributed profit 24,013,121,249.50 23,626,903,017.53 -384,196.231.97
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Category 3 Dec 2018 1 Jan 2018 Adjusted amount

Minarily interes’s 102,360,794 25011 102,178,511,565.33 -181,232,634.78

The amounts include the infusnce of business combination under the same control in this period.

1.3 The Company adopied relalive provisions in Accouniing Slandard for Business Enterprise
No.T—Mon-monetary Assets Exchange (Financial and Accounting [2019] No.8). The exchange of
non-menstary assets should be adjusted according to standards since June 10, 2019, The company do not
need to make refrospective adjustment to non-moanetary asset exchanges that cccurred before January 1
2018, This change in accounting policy will not affect the financial statement.

14 The company adopted relalive provisions in Accounting Standards for Business Enterprise
Ho.12—Debt Restructuring (Financial and Accounting [2019] No.9). Debt restructuring should be adjusted
in eccordance with the standards since June 17, 2019. The company do not need to make retroactive
adjusiments to debt restructuring that occurred before January 1, 2019. This change is accounting policy
will not affect the financial stelement,

2. Changes in accounting estimates

There are no changes in accounting estimates need to be disclosed,
3. Correction of prior period errors

There is no other correction of prior paricd errars need to be disclosed,

4. The first implementation of the new financial instruments standards, new income standards, new
lease standards, adjust the first implementation of the financial statements related to the beginning
of the year

Explanalion cf the adjustment:

Consalidated Balance Sheet

Category 31 Dec 2018 1.Jan 2048 Adjusted amount
Current Assets:
Gash and bank balances 090,084,832,795.34 £, 064 B32,795.34
& Balares wilh clearing agencies
aRemoval of funds
Tradable Financial assels 454477049 4 544,779.45
Financial assels measuned by far S M AS.T5 AMEASTS
value through paofit or loss
Derivative Finarcial assets 1.753.670.12 1,153,670.12

a8
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Category 31 Dec 2018 1 Jan 2019 AdJusted amount

Mates receivakles 6,228,423 086,85 3,359,007 568,78 -2.829. 016,207 07
Aczounls recelvable 67,800,049, 446 BY 68,757,211,225.05 B58,161,774,16
Accounts receivable Financing 2,759,768 314.42 2758,788 314,42
Prepaymenls _ 31,700,004, 778.24 31,701,004, 775,24
& Pramium receivables
ahecounls recalvable refasurarce
aThe receivabla reinsurance reserva
Other receivables 34,715,442,000.55 33,325,082, 753.01 -1.390,355,247.24

Ing: Irferest receivable 18,316,269.14 =16,316,269.14
Dividerd recelvatle 114,583,014 47 114,583,014.47
aFinarcial acsels punchased under
resale agreements
Inventories 164,206,845,733.72 164,206,845, 733,72
Caniract assets
Awzilabie for sale asets 15394.38 1530458
an-current assels due wilhin one year 13,429,190 405 81 13421,185, 24259 ,004,164.22
Cither curmant assels 15,543,643 652,30 15,543,643,652.30

Tolal current szsets 432,814,356,182.95 432,204,505,908,74 -500,450,274.21
Hon-current assets:
aboans and advatces 1o customars
Credilor's invesiment T2081,121.85 T2081,121.85
Available-lor-sale financizl assats 11,708,148, 249,92 -11,709,148,240.92
Other credilor’s invesimenl
Hedd-lo-madurity investmanis 70,875,169.10 -FOA75,168.10
Long-lerm receivables 100,787,838,854.69 100,504,584 938,12 -263,243 56 57
Long-lemn equity invesiments 14,084,622, 826.36 14,084 622 826,36
Other equity instrument invesiment 11,723,574 203.48 11,723,574,383.48
Other nen-curment asseds 115,267, 365.34 115,257,365.24
niveslment properiins 2816609,657.48 2,816,569 567 48
Fioed assels 114,571, 747,825 114,571,747 E25.71
Conslruction in prograss 16,208.600,277.85 15,288,600,277 88
Bearar biokogical assats 735660335 7,356 303.0¢6
Qil and gas asses
Rlght-i-use Assels
49
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Calegory 3 Dec 203 14Jan 2019 Adusted amaunt
Inmangltle assals 146,004,675, 830,65 146,084,675,830.65
Development expendiure 53,880,308 53 B60,336.0
Goodwil 1,079,354 8BE.07 1.878,354,886.07
Leng4em prepaki expenses 1,352 603,971.13 1,352 503,571.13
Defered lax 2ssels 3,979,550,426.37 4,223 374,856.24 24331242087
Cther non-cuirenl assels 3476,983,002.33 3.465,083,002.33 9,000,000.00
Total Mon-current Azsels 417,263, 816,067.94 417,354 315,502.89 100,498 624.95
Total Asaets BE0,074,173,150.80 849,569,221 501.63 -308,351 649.25
Current linbilities:
Shart-term bormowings T5,M5,572,532.24 76,054 364 BA1 50 38,302 14028
aloans from the cantral bank
£ Depasils and daposits wilh tha 5.028640.15 500654015
indusiry
&Placements from banks and ather
financia inslitutions
Tradabiz financial Fab%lies
Financial liabilities measured by far
walue lhreugh profil or loss
Derivative Financial liabilifes 2,763,Mm0.00 2,763,010.00
Miotes payable 17,263,448, 178.64 17,963,446, 375,64
Accounls payable 143,667,429, 112.98 143,667, 428,312.98
Advanca from cents 120,658,005,632.78 120,658,005,632.78
aFinancial assels sokd under
ropurchase agreemenls
aCustomar brokerage deposits
aSecuritias underwriting brokerage
daposits
Ermployee benefits payshie 3,145,342,504 40 146,342,584 40
Tavns payable 4 36,571 457 B2 4,036,571 457 &2
Othar payatle 31,384,165,204 56 30,742 420,337 88 41,735 85668
Tne: Interast payakls §56,373.910.81 656,378,910 51
Dividend payable 528,034,176.04 578,034, 176,64
aranding charges and commissions
payable
aCassion insurance pramiums
50
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Category 3 Dec 2018 1 Jan 2013 Adjusted amount
peyable
Contract liabiliies
Avalable-for-sale fnancial fizbiilies
i cumosl Gafios dus wiia e 26,085,724,634.39 25,823,715,500.85 547,690,808.46
year
Other cirrant Eabilfies 7 619,851,159.75 7,673,004 070,74 55,352,910.9¢
Tolal Current Liabilities 423.785,101,616.71 429,785,101 6671
Han-current Lisbilities: I
aProvision for insurance conlracts
Long-em borrowings 100,339,330,247.47 160,359,330,247.47
Honds payatie 18,103,441 58406 18,163 441,684.05
Ine: prefermed siock
Parpetual capilal securilies
Lease liabilifes
Long-lesn payasles 8,737,208 622 40 8,737 286,622.40
Longdlerm emplayee benefls payeble £.102,048,464.10 8102,048454.10
Esfimated liakiliies 85,123,407.19 85,123,407.19
Deferred Income 2,490,153,604.03 2490,153,604.03
Defarred tax liabllities 774,895,451.07 B4,935,643.05 76,064,391.9
Oiker non-current lisbiSies 10,020,299,853.28 10,020,239,851.28
Total Nen-current Liahilifies 238,762 581,533 5¢ 234,837 645,925.58 75,064,391.99
Total Liahilities £68,547 663,150.30 (60,622, 747,542.29 75,064,391.59
Cramers' equity:
Paidkin caplal 31,863,390,118.57 31,963,390,118.57
Other equity instrument 2,50,200,000.00 2,9609,600,000.00
Inc: Preference share
Pesetuzl bond 2,553,300,000.00 2,850,800,000.00
Captial reserve 20,571 43885141 20,371,438,851.41
Deduct: Treasury shaves
Other comprehensive income 407077507277 -1,098,308,738.05 -18,532,765.26
Special resere 4534015408 45,340,154.08
Surplus reserve 97171882757 871,715.468.35 -2.358.22
Aenerel sk raservn 124 552 522.14 124,662,502.14
2013,101.248.50 23526,923,17.53 -354,195,231 .97

Unapproprigied profits
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Caltegory

3 Dec 2018

1.Jan 2018

Adjusted amount

Tolal Qumors' Equity Atiributakle To

the Company
Minority interests

Total Owners' Equity
Tolal Liabilities and Owners' Equity

Category

79,169,585,750.48

102,360,184.250.11
161,530,420,000.59
£:30,078,173,150 89

TE,THE 962,394.01

102,179,511,565.33
180,946, 473,060,34
849,530,221 501 63

Balance sheet of parant group

31 Dec 2018

1.Jan 2019

A02,733,356.47

-181,282 584,78
S84.01E041.25
‘508,951,640.25

Adjusted amount

Current Aszets:
Cash and bank balances
&Banzes with clearing
agencies
aRemovzl of funds
Tradale Financial assels
Finenclal assels measured by
fair value hrough profif or
loss
Derivative Financial assels
Moles receivatles
Agcounts recedvable
Acoounls receivable
Financing
Prepayments
APremlum receivables
ahceounis recaivable
refnsuranca
aThe receivable relnsurance
FEsene
Oihes recelvables

Ire: Inferest receivabie

Dividend recedzable

aFinancl sssels-purchased
unded resale egreements
Inveniofes
Contract assels
Availeble for sele assels

4,246,948,908.9

1.000,000.00

19,611,383,800.72

2R16,442 904 57
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Category

31 Dec 2018

1.Jan 2019

Adjusted amount

Men-currant assels due wilhin
G year
Oiher cumenl essels

Tatal current assels
Non-cument assels:
aloans and advances 1o
cuslomers
Greditar's investment
Ayaiable-for-sale Fnancial
acsels
Orther crediiors ivestment
Hefd-to-malurity invesiments
Long-temn receivables
Long-emm equity invastmenls
Qther equily instrumsnt
invasiment
Cther non-curent assets
Investment properies
Fioed assels
Canstruztion In progress
Bearer biclogical assels
Cil and gas assels
Fight-ol-use Assels
Intengitle assats
Davelopmant expendilune
Coodwill
Long-lerm prepald expenses
Deferred tae assels
Qthet non-cument assels

Total Hon-current Assels
Total Assels

Current llabilites:
Shar-lerm berrowings
aloans from the cenirzl bank
2 Deposits end depesils with
the industry
&Pizcemants from banks and

45004272863

4555,915,729.81

304,000,000.00
51,802,555,251.43

384916,289.69
5,101,345.17
291,718,862

15,683,911.51

7,555,807 462.02
82,115,240,191.85

10,543,000,000.00

~F-55-

24,550,312,829.20

300,000,000,00
51,602,555,251.83

4,728,224,174.74

184,915,280.59
5,101,348.17
201,718, 36254

155899113

57,526,205 836.95
B2 187 525 466.15

10,543.000,000.00

«23,100.43

-4 655,915,799 41

4,728,524 174.74

TL306374.83
72,285,274.50
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Category

1 Dec 2013

1 Jan 2018

Adjusted amount

ather fnancla! instiutions
Tradable finencial liabilities
Financial liablilies measured
by fair valuz through profit or

loss

Derivative Financial liabilites

Males paysblp
Accounts payahbla
Advance fram dienls

aFinancial assets sold under
repurchase agreements
aCustorneyr brokerage

daposils

aSoeuritizs uncemwriting

brokerage dapasils

Employee benelits payaole

Tanes payable
Other payable

in: Interest payzble

Dividend payabla

aHandling charges and
corrmissions payabla

aCession insurance

premiums payabie
Conlract liatilies

Avallable-for-sale fnancizl

ighiifias

Non-current Haiiitizs due

within one year

Cher current liabilities
Total Current Liabllities
Non-gurrent Liabilities:

&Prowision for insurance

contiacls

Long-lerm bomowings

Bonds payabis
tng: prefemred slock

1,007 585,00

594384
22,703, 27058
5,065,770,268.04

15,597 080,637,32

2,500,000,000.00
5,880,221, 100.95

- F-56 -

11,007,685.00

534384
-22,703,27%.55
5,065,770,288.04

15,597,080,837.32

2,500,000,000.00
5.889,231,100.85
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Calegory 3 Dec 2018 1 Jan 2018 Adjusted amount
Perpedual caplial securilies
Lease liahilites
Long-tarm payables 3,065,200, 11865 3,065,208, 118.65
Long-tenn employes bencfis 10,058.80 10,058.80
paysblz
Estimatad Usbilities
Defered Income
Delerred tex Habiitiag
Other non-curren? liabilities
Total Non-current Liabilitiss 11,454,450,278.40 11,454.450,278.40
Tetal Liakfliies 27,051,530 91572 &7 061,530,815.72
Crwners' equify:
Paidin capital 31,863,390,118.57 31,863,350, 118.57
Other equity instrument
Inz: Preference share
Perpetual bond
Capita! rezerve 17,830,083,185.51 17,930,063, 185.51
Deduct: Treasury chares
Other camprehensive income -B15,304,440.36 -T2 556,065 43 72308,374.53
Special reserve
Surplus reserve 871,718,827 57 O71,716,466.35 23592
aGeneral risk resenie
Unappropriated profils 5,113,821,584 64 5,113,800,343 43 -20,741.21
Total Cwmers’ Equity 55.083,709,275.93 85,135,004 580 43 TE285 27450
Tolsl il e 82,116,240,191.65 82,187,525,486.15 72,265.274 50
Cwmers' Equity
V. TAXES
1. Major categories of taxes and tax rates
Category of tax Basis of tax computatfor, Tax rale
The fax payable of VAT shall be calorlzted on the basis of the .
Value-added lax balance of the 12xable sales volume mulfipiad by the applicable ta O 130 "
rabe deducting the slowabhe deducied inpul tax in the curment perigd Sl s
Clty mainienance and consiruction ax Turnower lay payanles T 5%, 1%
Entarprise income fax Taxable income ib%. 20%. 15%.
55
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Calegory of tax Basis of tax compuiation Tax rate
12.5%. 10%
Edusalion surplus Turrowe: 12x payvabiles ki 4
Local education surplus ' Turnowe: (e payables 7%, 1%
Property (ax Rent income; 30% deduction from orfginal valua of the house 12%., 1.7%

Notes: 1. Which the company and its domestic subsidiaries are identfied as general taxpayers, according
to "fhe Anncuncement of the General Administration of Taxation of the Minisiry of Finance on Deepening
the VAT Reform and Related Policies”, from April 1, 2019, the business activity tax rate that applies the 163
is adjusted to 13%; the business activity tax rate that applies the 10% is adjusted to 9%; From April 1, 2019
1o December 31, 2021, taxpayers in the production and living =envica industry are allowed to increase
deductible input tax for the cument perod by 10% and deduct the taxable amount (hereinafter referred to as
the additional tax deduction policy).

2. According to the “Provisicns on Matters Related to the Pilot Change of Business Tax lo VAT
issued by the Minislry of Finence and the State Adminisiration of Taxation in 2016, for general taxpayers 1o
provide construction services for old construction projects, company can choose to apply the simple tax
method in accordance wilh \he 3% levy rate; for the general taxpayer sales of self-developed real estate
projects, company can choose to apply simple tax method in accordance with the 5% levy rate.

3. In addition to the follawing fax incentives, enterprises within China are subject to the 25%
corporate income tax rate; overseas income fax is implemented at the corporate incoms tax rale of the
place of operation,

VIl. NOTES TO IMPORTANT ITEMS IN FINANCIAL STATEMENTS

1. Cash and bank balances

liems 41 Dec 2019 1.Jdan 2018
Cesh en hand 156,816,805.22 196,777 870,69
Cegh in bank 75,334, 508,418.03 B4,725,465,750.46
Other monedary funds 411,314,157 52 4,162 560,174.19
Joal 602 630,381.17 80.084,632.705.34
I Cash depssiled abroad 12856.369.702.78 11.357,505.455.74

Mote 1: The company has CHY10.046,885,048.31 on 31 Dec 2019 with restrictions on use due to
mortgages, pledges or freezes ele,
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Note 2: Atthe end of the period, the lotal amount of 2broad funds is CNY2,286,250,746 98,

2. Tradable Financial assets

J305038,088.78  65,176,301.82

acceplance bils
Toi 30589808878  B6.175.2182

3.238521,756.55 3,468 655,552.43

JIS1TE608  L4BREE5550.43

4.2 The company has no pledged notes receivable at the end of the period
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Items 3 Dec 2019 1.Jan 248
Classllied by financial assel at fair value through
13.915,331.54 4,544 779,40
aredit ar ioss
Inc: Dbt inslrumen! irvesiment
Equity msiument investmen! 5,15,331.54 454477045
Cthers &.200,000.00
Financial assels Ihat ane designaled to be measured
2l falr value thraugh profi or loss
Ing: Debd instrument nvestment
Hybiid Instumant investment
Others
Total 13215331 54 4,544.770.43
3. Derivative financlal assets
Hems 11 Dec 2019 1 Jan 2018
Forward salfemant and sae 3680,744.17 1,753,870.12
Toial S680.744.47 LI5367012
4. Notes Receivables
4.1 Classification of Notes Receivatle
31 Dec 2018 1.Jan W19
Ifams Bad-debt Bad-gebt
Carrying Amaunt Book Valuz Carrying Amount Book Yalue
provision provisien
Commasral

BO547 98265 3,300,007 £69.78

204799285 33000786978
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4.3 Endarsed or discounted nates reseivabls on the balance sheet date which hasn't expired yet

llems Derecognition amourt Recognition amount
Cammercial acceptance bills 281,098,002.85
Tota 261,058,032 85

4.4 Notes which converted to accounts receivable at the end of the pericd due to the failurz of the drawer to

perform

ftems

Amount that converied to Accounts receivable

Commercizl accentance bills 8,050,000.00
Toial BS0,000.00
5. Accounts Receivable
M Dec 2019 1 Jan 2019
Carrylng amaunt Bad debt provision Carrying amount Bad debt provision
Category
Ratio Rat'e Ratio Ratio
Amount Amount Amount Amaunt
(%) %) (%) (%)
A ivable with bad
FOVAIRS i 2,335,933, 216.42 266 441,404 16357 188 706,951, 728.93 L] AT9.879,465.93 57.88
debis provided individually
Accounts receivable with bad
detis provided in credt sk 85,353,757,877.51 97.34  5,682.505,558.27 666 7277536875138 9904 4,245,239.789,29 5.83
fealure comiaination
1. Aging analysis 8535375787751 67T 5EA25M55807  BBS TRATUSIGRETSIAE A 424503078033 583
2. Related parlies
dotal ELEBRAMIOEEAT 10000 612400079994 = I3462 33048037 10000 472571925532 -
5,1 Accounts receivable with bad debls provided in credit risk feature combination
Aging enalysis of accounts receivable:
3 Dec 2049 1 Jan 2019
Carrying amount Carrying amount
Category
Rafio  Bad debs provision Rafio  Bad debts provision
Amaunt Ameunt
[ 1)
Within 1 year 61,562 BOO.COB.OE 7213 1,2311,256/000.55 5953809306678  &1.81 1,190,717 856133
1-2 years 14,804,317 95945 1734 1,480439,628.63 657480012857  9.03 57 AB0.012.15
2.3 years 445564832067 507 BT4 347 248 57 208571687043 370 404357 530,56
5B
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3 Dec 219 1Jan 2019
Carrying amount Carrying amount
Category
Ratic  Bed debis provision Ratio  Bad debls provision
Amount Armount
(¥ (")
34 yaars 1,757 176573278 206 527 1531959 18370313876 25 551,379, 341.63
4.5 years 1382404 085,17 163 685,302 043,01 EFO6E0997.80 120 435,294,988.95
Over 5 years 1,341, 410,771.37 157 1,073,128,617.12 1,257437,55595 17 1,005,950,044,76

5.2 The amount of bad dabt provision recovered or transferred back in the current period is CNY

21,599,164.85.

5.3 The write-off accounts receivable in the reporling period

Kems Amaourt
Ancaunts receivabile witlen-alf 23,300,037.03
5.4 Top five accounts receivable according to the final balanca
Fropartion of accounts Bad debis
Debtor Carrying amount
recelvabile provision
Central Powar Purchasing 4 Gugrant
9 Agercy ¢ o 146443117285 167 2B RI3 45
Limited
Lo State Power Co, Lid 1,354,283.404.40 154 11B,555,75565
State Grd Sichuan Electic Power Company 1,095165972.27 117 45,919 51389
Dongguan  Urban ineering  Construction
e =g . 863,372 840.30 1.10 10,267 456 81
Adrninistration Buraaw
House Acquisilion Menagemant Cffice, Ciackou
722,410,000.00 0.82 T2,241,000.00
Diistsict, Wirhan
Toial £.554.114,080. 62 £30 28327234880
B. Accounts receivable Financing
Iterns M Deg 2018 1 Jan 2015
Hotes Receivables 3,288,232 387 97 2,758,768, 314,42
Accourts receivable
Total 80,232 387 81 LIE0.768 31442
58
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7. Prepayments

31 Dec 2018 1 Jan 2019
[tems Carrying amount Bad debls Carrylng amount Jad debts
Amount Ratlo [5) provision Amount Ralio (%) pravision
‘Within 1 year
fincluding 1 year) 34,485,482 351.42 2068 MTIE  BATDRIAATS 8255 G254, 470,08
1-2 years 4,802,148 847 68 1124 A0ADEEEENT 311273149319 478 12270000
23 years 173700484432 406 270000 1,M2296R5TIR 349 32,544 24T BB
Crr 3 years 1.714 638,802,585 4n MW B4355. 21 131086351330 LM 110,509.002.34

Tolel EFNEERLRZ T ]

8. Otherreceivables

M2ariaemdi ASNSNEEN 00 A0

[berrs 31 Doc 2019 { Jan 2019
Interes! receivable 167 243 55541
Dividends recelvable 30553800707 114,593,014.47
Othar receivables 48,032,887 152,44 33.210,489,738.84
Tolal 43,535,853 T4 52 23325082 753,31
8.1 Interest Recelvable
lkems 3 Dec 2019 1 Jan 2019
Time deposit
Entrusied Loan
Bond investrent
athars 197,243 565.41
Total 167,243 565 41
8.2 Dividends receivable
kems 31 Dec 2019 1.Jen 2013 Unrecovered reasons
Viilnin one year 280,373,974.15 72,120849.95 Unpaid
Oiver one year 25,285,022.82 42 AT2 064,52 Lnpaid
Tutg £0I5,638,987.07 114,593014.47
60

~F-62 -



alle

.

i
I 1

m M

M

1

L

—
o F

1

™

10

1

-

1
i

(17

i

T nno

1

*1

8.3 Other receivables
31 Dec 2019 1 Jan 2019
Carrying amount Bad debt proviston Carrying amount Bad debt provision
Category
Ralio Ratio Ratio
Amaunt . Amount Amount Amount
(i} (3} (%)
Oiher receivibie wilh bad
812,637,09555 156 77385064243 8504 574,041,18948 157 549.611,741.97 G580
debils provided individully
Oiher receiveble with bad
debls providsd i credit 51,331,807 53080 5844 JTAOTAILTE 650 35,893 5708554 G543 2707, 219,563 754
risk featura combination
Inc: 1 Agirg anaiysis 51,331,807,030.80 9844 37 A0TANTE 650 3580357985524 6843 LTOT10BE391 74
Tolgl SelMaR IS 10000 4lL3E0M42 - SG4RTEPI0MTY 10000 32STI3LM0688 -
8. Inventories
8.1 Classification of Inventories
1 Dec 215 1 Jan 2019
Calegory Inventory falllng Imveniosy falling
Carrying Amount BookValue  Camying Amount Book Value
price roserves price resenves -
Fiaw malerak 1249943076046 9641583787 1240302393150 040163570532 CESIGBR0.04 0395000825200
Firishad goods 535186006202 TOA1839226 548105088071 374054480309 6183037233 38T BI4.23078
Revelving materials 113158760 ASTTEET2R 101773350022 99082025106 24735501050 86645524055
Semi-finished goods 596450280682 36BAS0850B0 SS96052006.27 4A837BE3A1285 ICRAIBEIRAZ 443402453474
Consumplive biofogiczal
essels
Engineering
consinuction(complated 53,358, V64,086.51 1,125,236 66788 5751204710863 54,071,365,962.52 1,200,235 636.33 52,781,134,326.14
but unsetlled paymant)
Merchandise shipped 95034 31448 G554 81448 109808,777.38 109,808,777.36
Develcpmenl cost for
BATEDAG308400 33815648050 O7D2096751450 TTESGHG5054.55 7267453027 772641913253
real estate
Development  produsts
19,504 867 910,24 525785409023 1951240038055 142845321768 14 284,532, 217,69
for real eslale
Olhers 16 ET6 43200 32BAT.1I094 152622933067 1396432599 3264711014 1,363,785,205.65
ozl 193,734 660.562.04 266531183380 161.066 34872618 166483 573 110,45 2277 12737673 164.206,846.733.72

Bl
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Note: The company acquired CNY 578,617.41 square meters the right of Land-use in ihis accounting

period.

9.2 The book value of capitalized cost of borowing containg CNY 8,318,184,365.88 at the end of the year,

9.3 Inventory falling price reserves

Inereased amount Decreased amount
N ST Prawizian CHhers Write-off Cthers 1 Dec 2019
Raw malerals 96,535, 880.04 1,884,555.34 21542924 2340,026.79 96541583767
Finished goods 61,830,372 B.288,013 95 70,618,392.29
Revolving materials 2436501050 405,529.40 1,183,252.62 25T R
Semi-finished goods 388,838 828,12 6,099,136.33 36,087,074.85 368,850 809.60
Consumpilive biclogical
AS5ES
Enginesring
consfructian{compleled 1,260,235 636.34 T11,572,280.13 18023147 BEG.721,249.80 1,145,236 807 83
bul usetled paymend)
Marchandise shipped
Developmenl cost for
s I2FIASI2Y 46551193028 B38,189.469.50
z:j:; pralacks 92,576,54929 92,576,54929
Othars 32,547,110.14 32.547,110.14
Tda SAILIZIAN6TS  1267.140400.73 “B366048  495.501.604.08 2668.311.333.85
9.4 The ending situation of completed unsettled assets produced by the construction contract
ltems 31 Dec 2018
Acsumulalive cost 794,510,108,510.02
Actumylative recognilion of gioss proft 62,106,054, 105,95
Less: Expecled lass 1,145,235, 057 86
Amount that has been setiled 797,956,018,530.50
Completed unsellled assels produced by the canstnuclion contract 57,512,047 188,83
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10. Non-current assets due within ane year

ftems 31 Dec 2019

1 Jan 2018

Ceedilors ‘nvesimen: due wihin ong year

Oiher crecitor's investment due within one year

Long-lenn ooounts neceivabbe due wilhin one year 14,567 671,121.12 13421,199,242.59
Others 20,134 467 10
11. Cther current assets
[fems 31 Dec 2018 1 Jan 2019
Preoaid taves 13,307 360 866,45 10,873,211,886.22
Entrusted Inan within one year 1,109.380,623.71 4.557,501,522.71
Cihers 28,797 B15.27 284024337
Tolal 14,345.168.405.43 5543 64365200
12. Creditor's investment
12.1 Creditor's invesiment information
3 Dec 2043 { Jan 2019
Items Pravision for Pravision for
Carrylng Amount Book Value Carrying Amount Book Value
impairment Impairment
Hatinnal Bond 21 (07) 70,065,610.85 70,055 819.66 7064542925 T0,645.420.28
WS [vestment
1,429.874.54 1,420 874,64 1,435,602.57 1,435 652 57
Pensionsfonds
Tonal 71495.494.50 7145548450 1208112168 0B1.121.85
12.2 Impertant debt invesiment al the end of the period
Ibems Kominal valug Coupon rate Real interest rate Expiry date
Wational Bond 21 {07) 67,941,000.00 4.26 334 2021-7-3
gl f7.341.,000.00 == = =
B3
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14. Long-tarm equity investments

Increase o Decrease
Investment incoma Cther
L 1 .Jan 2019
Increasa Decreaze recognized under comprehensive
equity methed income adjustment
Jeinl venlure 1,175,775,524.56 589,806,656.00 2,T36,746.44 123,542 326.56
Joinl gwnership enerprises 12,810,530,103.48 4,236,408,054.19 133,459,584.52 520,678,264.86 15,274,124.8¢
Tual MO0XSER0  LEA2MINY  AASMIUG  GRIZIEOR  lame1Ag
(Continued)
Increase or Decrease Ending balance
Mams 3 Dec 2019 of provision far
Other equity Declare cash Provisian for - impairment
changes dividends or profits  impafrmant
Joini ventore 1,654,177.35 1,884,733 583.33
Joint ownership enfepises  -F26,731,650.47 567,942,763 35 -24,575,792.34 16,224,837 254.04 1,742,601.68
Tod J25731.66047 EiR.555.250.30 24008 TE3s \BMOSTISNAT 72280158
15. Other equity instrument investment
Items 31 Dec 2018 1Jan 2019
haon-trading equity instrument Investment 1231811637111 1,723,574 583,48
Iotal 23BN 1.283.575500.58
16. Other non-current financial assets
Hams 31 Dec 2019 1 Jan 2013
Nom-gurren! financial assels due more ihan one
year from the balance sheet date and expeced lo 161,308,672.67 115,297,336.34
b held for more than one year
Totzl 161, 306.672.87 115.297,355.34
17. Investment properties
ltems 1dan 2019 Increase Decrease # Dec 2019
Original cost
Inc; Buidings & construction 3,351,882 50232 547,793,254.15 35,832 53568 3.BE2B43.310.79

65
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[tems 1 Jan 2019 Increase Decrease 11 Dec 2019
Land-use righl 326,236,381 85 £3,637.76 326,146,754.09
Tatal 367411896417 HAT,783,254.15 217344 4,168.330,064.88
Accumulated depreciatlcn
Inc: Bulidings & consinsclion E06,965,410.78 156,54 1,892.66 8,247 DEIST 555,361, 219.89
Land-use right 44,865, 056.12 £,776,282.23 S5667.170.35
Total BS5,29850  18.420,174.91 B.247 0R3 57 i 80,24
Investment property-net
In: Buiidings & constuction 2,544 916,161.54 et = 2007 482,050.20
Land-use right 275,347, 50373 = . F0ATOETY
Total 2821263565.27 177961
Pravisian for impalrment
Ine: Buldings & construction 4,504,017.78 —_— = 4,574,7.79
Land-use right
Tolal 4,574 J17.79 457401778
Investment properties haok value
Ine: Buldings & congtruction 2,540,342 163.75 == = 2.802,908,073.11
Land-uze righl 276,347 503.73 — — 270.470,583.74
Il 41668366743 EATAR TR
18. Fixed assels
Hems M D 2019 1.Jan 2015
Fied assels 120,053,774, 796.73 T13639,461,387.70
Disposal of fivad assats 2782, 37357 932,285,738
Tl T8 065.470.50 L4STLI4LEET]
18.1 Detail Information
Hems 1.Jan 2019 increase Decrease 3 Dee 2019
Original cost
Land 142,321 B57.55 26,560 80944 115,751, 048,11
Buitdings & construction 62636 102, 144.59 6709618172 1 TESTTATAN  T4E6Z320623.20
Machinery equipmant G2048,856,84209 980413070085 35TEO40B0801  88.274,046,733.590
Transpertation B,983,237.624.91 924 279,611.91 585,092,982 8,321.018,663.74
Electromic equipment 1.900,318,616.85 5650785668  125,069.466.65 2/033,757,004.66
]
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ltems 1Jdan 2019 Increase Dacraase M Dec 2019
Office equizment 2,181 868,560.78 J23TANASA4 1ZIE6DASBIR 238104148833
Other equipment 301,467,136.55 110,258,038.65 77,800,758.85 830,944 416,35
Ioa 1 8332 1639170485563 626280229036 177525090147 59
Aceumulabed depreclatian
Land GE0,028 25 060,028 25

Buildngs & construstion
Machinery ecipment
Transportafion
Elactronic equipmant
Offica equipmant
Ciher aguipment

Tital
Provision for impalrment
Lard
Buiidings & consiruclion
Machinery equipment
Transpartation
Blecironic equipmant
Cffica equipment
Olher equipment

Tolal
Total Meed assets net value
Land
Buildings & eonstruclion
Machinery equipmant
Transportation
Electronic equipment
Qffice equipment
Other equipment

Totel

1046572600778  1,735,842,643.08
316BATEH18E1  5.456,976,665.19
526092083524  £49,746,713.88
117006446207  166,722,157.70
155367423036 272,747,704.99
5578578482 752335

SLEFET0847T1.00  B557,368,719.0

119,050,616.35 1852624 52
250,196,404.43 258327156
59,664,663.47 4232954973

3,008,249.10 50,990.89
1,607,885.49 2.830.67
469,699,715

LDONTTNE  BE9IES

15,101,010.86 —_
62,925,017 £45.06 —_
52,720,870,416.51 —
2,530,284, 815.30 —_
T45,795,296.86 —_—
669,332,126.09 —
267,273,377.05 .

120,053 774, 796,73
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385,369,113.59 816,299,737 27
1182 256,843.37 35,300, 215,641.43
470,528,048.51 f,640,139,489,61
71,784,152 85 1,274,802 467 81
115,423,362 57 1,710,953, 585.78
54,237 57864 Gaf, 181,338,595
283067959054 57.280.398,298.70

121,003,440.87
350, 750,675.99
107,%94,238.20
3,058,239.89
1610,758.35
489.693.75

450.917.051.16

= 141,651,829.30
—_— 59,053,325, 520,46
— 40,182,162,619.05
—_ 2,662 646,101.20
—_— TI7,345,504.78
—_— 626,537,460.23
— 275,71,651.28

113639 451.687.70



18.2The situaticn of temporarily idle fixed assels

e Original cost Hootmaiel Frovision fr Book value Heote
deprecialion impairment
Buildings & constnuction 126,903,689.63 £5,620,529.40 £1,233,160.43
Machinery equipment ZHIEINE0  171,78E4ENT 49,427,890 63
Transposization 233,047,386 TIATLEZ 15,875,560
Eleclmaic equipmart 3,050,220.00 1,125,520.20 1,954,699,60
Cifice equipmerd 2/015,557.26 1,828,656.55 185,910.71
Other equipmant 42,466,452.50 565,132.85 41,903,420.85
Total USR03 154784.56.83
18.3 Fixed assats leased through finance lease
S Original cost Accumulated Frovislon for Book valus
deprecialion impairment
Machinary aguipment 2,804,100 430.01 1,083,257,794.11 1,740,851 630,90
Transporizticon 7138280532 38,401,503.83 32,881,321 .49
Eleclronic eaulpment 14,383,405.56 5,808,181.93 9,185,313.63
Dfher equipment 10269277 14,679,081.58 16,423.631.19
184 Fived assets leased through oparaing lease
Hems Book value
Buildings & consinuction #34.550,857.02
Machinery equipment 87,142,361 44
Tranzparizfion 7,542 089.60
Hlecionic equipment 332057247
(Cifice equipment 2495,787.89
18.5 Disposal of fixed assels
Ttems 31 Dec 2019 1 Jan 2019 Reasons
Buildings & consiruction 141,360,510.53 56,167,300.73  Tobescrapped or disposad
Machinary equipment 2B.643,TE7.05 2948442445  Tobescrapped or dispased
Transportaticn 715608702 6,718,881.43  To bescrapoed or disposed
Elecironic equipment 174273875 129651833  Tobescrapped or disposed
(e equipment 979 535,67 919,23588  Tobescrapped o disposed
68
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ltems 3 Dec 2018 1Jan 2019 Reasons
Other equiprent 98,388,703.25 83569737349 Ta be scrapped of disposed
Tolal £18.291.373.8] H32.285, 738,01
19, Construction in progress
1 Dec 202 1 Jan 2018
lems
Carmying Amount Impairment Book Value Carrying Amount Impairment Book Value
Constuction in Progress 14,421,374.435.53 85,800,594.39 WERSTITAL 1628070300018 5556058360 15,225, 113416.59
Engineering materal 115,789,518.06 115,7E9. 518,06 63,486,661.27 63,406 861,27
1ol IAGT1A339359  BGB0068430  MA4R3E325020 1BBM4AROFAIMS 556058380 16.283.600.277.55

65
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18,2 Construction malesials

fterms 31 Dec 2018 1Jan 2019
Spacial malerigls 15,481,067.32 §,816.89
Specia equipment 03,652,104 .08 53,766,155.95
Instruments and applance for preduction 182,788.48 TEE14.95
Prepeld large equipment 1,482,758.18 9,637,271.48
Tatal 11576951808 62.485.261.2
20. Productive fiving assets
ltems 1 Jan 2018 Ingrease Decreass ¥ Dec 2019
Original cost
1.Flant incustry
Int; Immalure Froduciva living assals 1,300,502.30 8,000.00 1,027, 200.30 261,849.00
Mawre Productive living assels 1,719,752.19 1,027,250.30 2747248
2 Animal Incustry
he: Immature Produclve living assels 18,297.73 307, 400.73 30227064 2341882
Mature Preductiva living assels 2,152.020.00 678, 782.70 450,051.00 2,330,752.70
3 Foreslry
In¢: Immature Productive living sseels 3076823.50 B2655.00 313047850
Matura Productive Tiving assets 1.835,581.33 1,835581.33
Tolal 1040338494 208400973 _ 177950094 1040789083
Accumulated amartization
1 Plant industry
nc; Immature Productive living assets
Maiwe Produclive living essels 398.519,16 2,348,493.33 £,747, 1249
2 Animsal industry
'n: Immatyre Produciive living assels
Mzlure Productive Tidng assels T26,253.43 412,505.40 3?’4,3.10.15 763,948.58
3 Foresly
Ing: Immature Produclive liing assels
Meture Productive living assels 8954.273.15 183,558.12 1,177 63127
Totgl LU0.0564 204455585 43104 4,688,700 34
Prevision for impairment
1. Plant indugtry
7l
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llems 1Jzn 2018 Increase Decreasa 31 Dec 2%
In: Immature Productive livieg assets GET 4524 62T 645,24
Mature Froductive livng assels
2.Animal indusley
Ine: lmmature Producive living assels
Malure Productive living assals
. Foresiry
Ine: Tmmalre Produchive Tving assets
Malre Produclive Iidng assals
Total 521564521 62764524
et of intangitle assets
1.Flant indusiry
Ing: Immalure Producive Bving assels 673,264.06 == 281 840,00
Mature Productve living assets 1.31,233.03 =
ZAnimal indusiry
Inc: Imenature Produclive living assets 18,297.73 - 341882
Mature Productive livng assels 1.425,768.57 —_— 1,516,804.12
3. Foresiry
Ine: Immature Productive Bving assels 3078,623.59 = 313047859
Malure Productive ving assels 841,308.18 == 57, 75006
Takal Li56603.25 S.118,100.59
21, Intangible assets
Itams 1 dan 2018 [ncreasa Decreage 31 Dec 2018
Qriginal cost
Sobware 1,037,265,013.82 245,536,288 67 32,527 SE2.TS 1,250,354 535,54
Land use rights 11,578,457 816.27 £19853,700.94 148,573,800.60 11,648,737,996.71
Palent right 371,485,502.76 221428965 45,000.00 373,054,792 .41
Kor-patan] chnology 160,013, 168.33 1849560 4,342, 12201 155,795,541.11
Trademarks 12,996.416.70 5743215 48,62230 13,005,285 65
Copyright 24,505,793.91 2,262,000.00 27,787,703
Franchise 131,325,167,373.09 £0,145,725642.35 3,619,385, 15215 177,851,526, 863,20
Others 7,240,595,602.26 92,187 520,94 2,BE4, 265 845,74 £,468,897 677 48
Tatal 151,751,602 5934 50,908,058 430.59 6,859,608 505 75 195,790,450.517.50
72

_F-74 -



r

™

terms 1.Jan 2019 Increase Decrease 31 Dec #0119
Accumulated amortization
Soltware 24,266, 789.18 135, 356,722.69 8,938,164.35 751,725, 46.52
Lend yge fighls 1,473,747,207 93 272 326,708 24 43,427,023.28 1,70%,646,592.69
Palent right 155,245,002.54 32,706,243.08 645,000,00 187,307, 22563
Mon-patent tschnclogy (3,124 853.58 14,832, 21006 3,849,207 82 74,007,821 82
Trademarks 4.404,374.28 91541075 15.837.27 5,303.847.76
Capyright £.838,630.33 2078347 44 S816,586.77
Franchise 3,212,258,150.82 242304, 007 97 281,037 87244 4,073,595,024.35
Cthers 116,556, 16247 46,BE9.732.56 3589721 155,006,822.31
Tola! 5.656.482.314.13 2 11279 73,9584 , A5
Provision for impairmant
Saftaare 11,324.48 1152448
Land use rights
Patent right
Non-patenl lechnoiogy
Trademarks
Copyright
Franchise 8,214,907 45 15,022 314,97 23,837 22043
Others 518,207 44 518,207 44
Total 874443338 1602231457 23,7667
Net of intanglbla assets
Software 412,977 80016 —_ —_— 498,627 ,968.54
Lend wse rights 10,104,710,503.34 — _ 8,847,090,923.82
Patenl right 216,239,520.22 — — 145,747, 566.78
Mon-patent tachnology 0E,£93,260.75 — — 81,787, 710.29
Trademarks 850204242 — — 7,701,438.68
Copyright 18,667,154.58 e e 17.950,807.14
Franchise 128,104,714, 312.81 —_ — 172,854 694 82254
ihers T2 881 232 37 — — 4,303,282,547.73
Total 146,084,675 833 65 J37.556.883.504 70
73
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22, Development expenditure
Incraase Decrease
Hems 1.Jan 2019 Internal Recognized 25 Transfer to profit and 31 Dec 2018
development olners Intangible assets  lass i current perod Others
Preliminary survey fees and
other fees of Sinakydro £3,860.392.04 21,190,754.02 1,343,227 52 11,571,565.31 B2,134,349.20
Mining[Lao} Co. Lid
14,282, 77572770 £,650,505.37 14,265,925,122.33
23, Goodwill
23.1 General
Hame of Invesiee 1 Jan 2019 Increase Decrease 31 Dec 2019
Sichuan Sanlin River Basin Developmend Ca., Lid, 39,440,000.00 39,440,000,00
:,,T:;z:zﬁw B B 310,215,063 64
Henan Zhongidn Real Eslala Ca,, Lid, 450,002.66 450,002.65
LANGOLD REAL ESTATE CO., LTD, 748,217,742.88 THE,217,742.08
Grodala SPA 8,939,563.17 £5030,563.17
Wuhan Baauliful Qriental Sludge Treatimant
iy G 5,372,533.09 637253309
Energlya Semirechya LLP 5,748 828,56 5,746,628.50
Easiemn Inspiratonal Hew Energy Co,, Lid, 1 1.00
Shandang Mengzh? Tower Land Co,, Lid, 18,200,000.00 19,200,000.00
Cingyuan Lien Lake Golf Resert Club Ca,, Lid, 119,466,277.95 110.468,277.85
Qingdan Wance Real Estale Daveloprent Co., Lid. 41,044, 778,40 41,044, 778,40
Qingdan Zhongwang Real Estate Co,, Lid, 4374872 423.748.72
Yijie Hongtal Devednpment Group Co., Lid, 234,122 96516 234122 88515
CLP Eleciric Fuhai Solar Co., Lid. 27573348 275,713 43
Marehang Guangyuan Electic Applisnce Co., Lid 271,533 60 21151380
Germany TLT Co., Lid, 600,101,246.18 2431 pig62 5EV.5E9.426.34
z.‘-::T:Annlnghewman Hydropower Development e o
tSiaT Pawer Construction Tigfun Engineering MR NN



Hame of investee 1 Jan 2019 Inerease Decrease 31 Dec 2018

Tetal 116296505786 SI4BAZRSS 2208182248 246 632.064.74
23.2 Provision for impairment
Kame of investes 1Jan 2013 Inerease Decraase 31 Dec 2019
Sichuan ZhonglieNengyuan Wyigiao
Weticagy 44,941 893 64 44041 8O3 64
Hydropower Davelopment Cao., Lid,
LAMGOLD REAL ESTATE CO. LTD. 65,184, 53B.05 58,164, 538.05
Geodata SPA B,9%0 56317 8,930, 563,17
Shandorg Mengzhi Tower Land Co,
19,200,000.00 19,200,000.00
Lid.
(ngyuan Lion Lake Goll Resort Club
113,468,277.95 119,468,277 95
Co., Lig,
24, Long-term prepaid expenses
[erms 1 Jan 2018 Increase Amoriization Cther decrease 31 Des 2040
Improved sxpendilures on
fed  wswmls  leased in 157 9256,857.84 £6,136,241.51 36,758,056.72 217,264,140.63
eporating leases
Other expenses amorized
118457811359 f12,100,857.18 657,357 420,77 3,020,595 94 1,135,200 641.76
OVET ONE year
Tedal 135250387113 I08,246,208.69 Z04,165.408.49 L.020,538.84 L350,563,762.09

25, Deferred tax assets and deferred tax liabilities

25,1 Deferred tax assels and deferrad tax §abililies are not shown in nel amount after offsel

31 Dec 2018 1.Jan 2019
ltems Deferred income fax  Deduclibleftaxable  Deferred income tax  Deductiblefaxabla
assels! lablliles  tomporary difforence  assets! liabilities  temporary difference
Deferred tax assels 43195110838 2410250527552  AZIBIVIEE624  22B07EXSRATA
lenpairment of financial 2ssel 2,116,940,652.94 11,133,789,705.50 1,628,103,361.63 8,412,540, 750,81
1.Unrezzed peofit from insider rading 959,301,686.99 4 046,885,177 81 939,500,001.28 4,133,052, 408.32
2.Deductible Icsses 534,251,711.53 21B1.T17 834,17 498,484 707 52 2 (38,528,755, 62
3)Unpaid salary of employee benefiis EHATBATIET 120,152 862,80 18,883.802.12 17 307 585 60
75
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31 Dec 2018 1 Jan 2019
Itams Deferred income tax ~ Oeductibleltacable  Deferred incomefax  Deductibleftaxable
asselsl Babllities  femporary difference  assels! llablitfles  temporary difference
4 Expenses for three types of persannel BO7 518,052.24 3,7R8 47 014,95 G48,748,150.27 4351854 0352
5.0%ers S2120,7730 283277554028 435550.043.32 3574735, 326.85
Deferred taw Gabiftics 1,009.320953.78 4,180,301,741,63 $40050R4306  3,503.274,831.80
1.Apprecistion of assels g meigears of
eaterprises not under the same canrol
2.Changes in fair value of ather debl
invesiments
3.Ehange% it velae ofaer ey S0,BEE,104.74 200,243,378.80 01,901,672.34 4135268.751.36
irsirument investments
4 Changas in fair value of rading
i ssets 1sis) 3432025424 140,259,920.36 23,373,472.95 85,579,707.35
;:ﬁzj:;imr:‘ﬁe 14656380 566,255.20 143,678.28 574712.13
Gi.investment income from BT projects B14.359 8279 3,338,700, 861.05 6+6,018,555.79 21652,054, 754 68
7.0mers 10072621209 390,892,123.92 88.522,062.70 341,535,205,28
25.2 Details of unrecognized deferred income tax assels
lems 31 Dec 2010 1Jan 2019
Deductible termparary difference 8,342,138 550,14 8,406,080,012.31
Deductible loss 17,624,906, 792,36 15,722,575,068.38
etz £5,867,045,331.50 24,219454 07059

26.3 Dedustible loss of deferred corporale fax assals the group not confirmed will be due in the fofiowing year:

Year 31 Dec 2019 1 Jan 2019

2019 2,108574423.63
2020 1,968,886,912.43 2369,731,424.84
2021 3,201,137,564,51 3,506,713,135.97
2002 3,053 822,804.99 3203418922.89
2023 3816,760,220.85 4160.510,650.16
2024 521528222150 93,077 445,46
2025 147661873 1,504,048.00
202 2.245,506.29 2,252,167.25

75
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Year 3 Dec 218 1.Jan 1049
mey 2,290,181.28 259203482
2028 182,300,734.36 182 300,734 36
2028 141,328,200.07
Indefinile duralion 731382198
Tetg 17,624.205.752 36 13.J22.515,056. 38
26. Other non-current assats
ltems 3 Dec 2049 1.Jan 2018
Temporary buiiding 453,530,407 52 376,201,973.11
Enirust Inzns £,380,000,000,00 2,430,000,000.00
It t2x 10 be daducied 2608545 842 14 £45,916,444,38
Cihers AT A93,374.72 32,774,660.84
Toa SEUSTEINAMA 348508309233
27.  Short-term borrowings
kems # Dec 2018 1 Jan 2014
Plecige Iean §73.837,894.31 227,125,083.38
Morigage 128,569 956.01 231,784,031.38
Guaranteed loan 4434 343 874,79 5131, 278,695.91
Cradil ioan 30,728,789,621.37 B5,434,170,660.83
Inig 45,456 551 356,48 [5.054.364, 681,50
28. Derivative Financial liabilities
tems 31 Dec 2018 1 Jan 2019
Interes! rate swap 1873391578 1,155,332.30
Forward fareign exchange sattlement and sala 1,807 67770
Tatg 1873385375 &765.010.00
29. Notes payable
Category 3 Dec 2049 1 Jan 2018
Sank acceplance 2 525,200,085 4R 4,397,738 85811
Trade acceplance 20,162,954,594.12 13,565,708,490.53
Ttal L2EBE1B4 67060  179G3.44R37RE4
77
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30. Accounls payable

Aging 31 Dec 2015 1 Jan 2019
Wilhin 1 year 114,205,675,506.02 108,359,121 623,98
1-2 yeers 23,563,969, 372 B2 23,074, 460,850.78
Zdyears 0,67 630,539.07 7,065,196,584,66
Over 3 years 6,661,974,881.72 5,168,050,109.54
Toly 154,553,970,309.70 143,667.428.312.98
31. Advance from clients
Aging 3 Dec 2019 1 Jan 2019
Wiithin 1 year 120,913,338 070,58 03,127,909,116.26
Move than 1 yaar 22,542 B4B397.43 27,730,007 516.52
Ikl 143456 155 46801 120858005632 78
32, Employee benefits payable
32.1 General picture
ltems 1 Jan 2019 Increase Decraase 31 Dec 2018
Short-term pay 200026595363 SM0ET2SI0E0 35,199,083 265.57 2,261,816,508.56
A aane— 360,614 444.05 4,857 011,823.20 4,899,819, 480,85 345,505 55641
Defined contributien plans
Termination banedls 11,547 B1. 30,056,393.94 30,868,661.72 10,735,563.53
Oiher benafits within one yaar 5I5,163,355.40 £58,7T62,650.94 £75,255,926.30 508,560,087 01
Oihers
Told AM6PEA  O7A6T0REATES  ADR0SQXPA6S4  3A28MBBISHI
32.2 Short-term payable
Iltems 1Jan 2018 [ncrease Decrease 31 Dec 2019
1.Wages or salartes,
borssses, sliowsnces snd subekdes 106003804005 2393788117622 2392012850440 107778972087
2Wellare expznse 410200000 180329701019 189320701019 4,102,000.00
3.5ocial insurance: J23267 BOZ3T 27505908724 228198593060 305.881,750.01
1) Medical Insurance pramium 70,265, 244.09 1,550,761,822 65 1,558,190,164.64 B2A1T BT2AD
2) Employment injury insurance 23,773,981 52 154,961, 249.72 154,091,241.58 30653,259.65
3) Matemily insurance praal Lkl 1T AN TT0TT 139.827.271.09 10.504,335.59
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ltems 1.Jan 2018 Increasa Dacrease 3 Dec 2019
&) Mhars 205,327, 756.85 426,445,035.10 420 376,553.29 2,556,220 58
4 Housing fund 1BOAE0563 2001542007 2280962739487 178,977, 38378
5.Lebar union expendiura and
o ducelioniind 525, B22,303.64 G27,793 41088 864,370,138.85 589,245 515,67
6. Shod-lerm paid absences
7.Shoct-berm profit shadng plan
B.Labor dispatch cosls 19,733,644.33 2,770,265,452.08 2,74 481 506.02 15,507 590.39
8.0fher short-term compersation 92,238 455 81 1,203,020,554.97 1,204 B46.375.74 00,112,537 .84
Inid 002605363 524087201060 354C0(EIJGRET 226181650855
32 .3 Compensation for demission-defined contribution plan
[tems 1 Jan 2019 Increase Decrease 31 Dec 2013
Basic Pengion ingurance premium 16355061640 342675640241 3,491,062 042,78 90,353 478.02
Unemployment insurance premium 45074 180.52 157,247 152,07 157.479,180.82 S4.0H42.151.87
ANMUTY prEmium 180,530,972.40 1,235,234 26377 1,813,565,655.79 202,129,560.38
Cthers 067474 37,753,604 .85 37,722 60 .35 41087834
Lot SEREMAMOE  ABSLOTIENZ0 48091048080 S45.506,586.41
33. Tanes payable
ltams 1.Jan 2019 Current payable Paid at current period 3 Dec 2018
Ve added lax 212676223347 7.554,177,053.10 7.822,789,587 .06 2,158,149,744 51
Resource Lax 15,038,083.03 114,189, 890.41 98,302 205.76 29 925 BET B8
City mainbenance and construction 1ax £1,522,538.03 424.611,528.72 414,557,179,19 31,542 288 56
Property tax 24, 058,546.06 268,389 542 12 254)056.814.24 73,392 273.94
Income tax -58,093,324.1 0N A43.785.49 4,704,511,393.24 731,180,530 96
Incividual income fax A71,170,303.53 1,214 BE? 44710 1,200,782,340.85 3B5,275,4%0.78
land use ta 18,704,210.28 162,656 070.75 157,062,504.86 24,337 B8EAT
Educational surcharges 22,578,004.75 338,860,842 40 340,418,955.05 H A0 L8210
ikt 1,494,429,371.28 3,062,040 41278 2,782,850, 834.46 1,773,609 550,20
Jota] ARSTIASTEY  J7AG120671RDG 12,976,375, 804 71 L121.88221201

- F-81 -



34, Other payable

ltems 31 Des 2018 1 Jan 2018
[ntesests payable
Dividends payable 461,233.822.30 E28,032,176.54
Other payables 46,477,929.836.17 F0.214,355,161.24
Letal 47,330.163.656. 47 0,742,430, 357 B
34.1 Dividends payable
Iltems 31 Dec 2010 1.Jan 2019
Ondinary Slock Dividands
Prafarred stock divided inlo equity instuments! Perpetuzl deb! dividend
Oithers 851,233,82230 528,034,176.64
Tolal 81.233 872 30 B28034.176.64
34.2 Other payable
[tems 31 Dec 2019 1 Jan 2018
Withiheld and remil payments 26,826.038,520.08 17,501,091 236,16
Related funds 1,108.911,080.37 1,204,764,161.44
Depeasit, sacurity ceposit 11,005 427 405.02 7,062, 064,570 41
Others T 437 552T30.70 4.445,479,184.23
Iola) 46377929 B36 4T 214356 16124
35, Non-current liabilities due within one year
[tam 31 Dec 2019 1Jan 218
Long berm loans dus within one year 24,065,052 669.58 72,798 957 B19.60
Bonds payable due within one year 1,150,342,376.54 3.,290,270,775.04
Longterm payzble due wilhin one year 1,071,121,283. 67 495,017,007 .00
Other longenm liabilities due within one year 27.681,516.20 £8,470,0%5.24
Toial 2814 178,740 49 £6.553.715 500,83
36, Other current liabilities
Items 31 Dec 2018 1.Jan 2048
Ehor-term financing bill 11.582 453 487.04 2453 830,440.05
Ine: Short-tem fingacing bil 1013242 375,93
Ulira shar-tarm fnansing il 10,589,211, 114,81 245383041098
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thems 31 Dec 2049 1 Jan 2019
Ciners 5404 434 B14.27 5221171 650.75
Talzl 15,285,882.401.31 LEI5O04070.1
37, Long-term borrowings
ltems 3 Dec 2019 1 Jan 2013
Pledge lozn 46,504,846,239.04 20,673, 341,087 55
Marigags kean 63,004,436,771.67 58,583,161,484.35
Guaranized lean 40,121,506,685.29 39,161,615,055.81
Credil loan 84,937,408,298.20 63,041,191 619.35
ot 234.568.233,885.20 190,550,330,247.41
38. Bonds payable
ltems 31 Dec 2049 1Jan 2018
Zhongshuidian 2011 Cospueate bond 998,456,210.13 997,245,372.12
Zhengshuidian 2012 Corporale bond 02 2.992.436,380.05 2,909,507 588.03
17 Jiuleng MTHO0 295,750,000.00 204, 250,000.00
18 Jidlong MTROOH 2096,4425,000.00 206,025,000.00
16 Shuidianshis! MTHOO2 500,000,000.00 S00,000,000.00
17 Shuicenshisi MTNO01 S00,000,000.00
15 Shuidianshizi MTNO01 200,000,000.00
Dianjlan 2018 01 1,085,082,736.04 1982418, 71017
LIS Dollar Bond 2,045,767 863.47 2042,387 B55.34
Dianjian Bond 2118 99,208, 568.06
Dhanjian 201201 857,322,935.44
Dianjian Real Eslate 2019 MTHOD1 $04.9982,616.77
Langold Real Estate 2018 Corparete bond 685,020,760.00
Langold Feal Estate 2019 MTNOD1 597,506,230.33
Languld Feal Estate 2019 MTNO0Z EBE447 1250
Dianjian 2016 Corporale Bond 01 1,885,720,494.40 1,592,031, 274 .68
Ciatjizn Real Estale 2016 MTHOO 10407773 1,991,602 27479
Dianjian Eond 2017 095, 296,412.48 093,570,015.57
Seriler US Doller Bond 2,084 277 29911
CEDDATA 6,4% BOND 2014-2020 557232050 15,480,981.53
81
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Items 1 Dec 2019 1.Jan 310
2014 Zhongdiarilen Bond 1,998,827,620.22
Znongdianjian 2094 MTNOO! 800,000,000.00
Ludiansanjian 2018 PPNOG1 400,000,000.00 500,000,000.00
Totdl ALB12 39134 05 1819344168405
¥
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39.2 Account payable specia! funds
Items 1.Jan 2013 Increase Decrease 31 Dec 201%
Demcliicn compensalion 7,099,547 53 2680259 8E3,772.84 6,252,677.38
67,048,676 A5 ¥3,004,808.74 18,847 532 08 T1,572,85351
Jatal I8.118.324 46 2302861133 1851160452 ILE3S. 3352
40. Long-term employes benefits payable
40.1 General picure
Hems 2019 2018
Post-employment benefls-feined benafil plan net liabilities 7.050,616,093.38 7,941 485,520 24
Dismisszl benefits 7344 308.74 8,556 BE5.28
Qther lang-lerm benedits
Post-employment banefils-defined conlibulion pfan 139.434,434.53 161,504,226 48
#0.2 Changes in defned benefits plan
40.2.1 Present value of obligation of defined benefit plan
ltems 2019 2018
1.0pening balance 8,437 559,166.04 8.563,137.705.48
Cozt of defined benefit recorded Into profil 2nd loss of current
&cost el pn b " 262.784,162.40 197 A0 482 51
year
1) Intenast net amount 262,794,152.40 X7 400,862 54
3. Cost of defined benefit plan recorded inlo olber comprehansive
A51,542,357.00 205,700,351 00
Income
1) Actuarnial gain {loss are indicated by *—*) -AE8,872,357.00 200,619,351.00
) Actual refum gn plan assets -21,670,000.00 -3,910,00000
4.0¢har changes BT7,035 528,30 -T4B,657, 77286
1) Consideraticn paid when sellled -1,780,000,00 -3,030,000.00
) Paid weifare B75,25E5,008.30 T45547,77296
& Ending balanca 7.531,815,043.14 BA37 550, 165.04
40.2.2 Assels of defined benefits plan
[tems 2019 2018
1.Opening balance 337,647,810.40 542,450,000.00
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ltzms 2619 2018
2Cosl of defined benefit plan recarded inlo profil &nd loss of cument
< 10.513,656.80 1B,520,000.00
yea
1) Netinterast of curnent year 10,513,656.80 1B,520,000.00
3Cost of delined benzft plan recorded indo cther comprehenshe
income 9.530,000.00 -18,510,000.00
1) Planned retum on assels (nel interest except) -1,250,000.00 -440,000.00
2) Actuarial loss (gains are ixdcaled by *—) BER0,000,00 48,070 000,00
4.0iher changes A448,198,012.40 -154,512,189.60
1) Consideration paid al seiflamant
2) Peld wel‘are 448,455,0M2.40 154512 189 60
8. Ending balsnce 240,237 454 BD 367 54T BI040
40.2.3 Net Bability{asset) of defined benefits plan
ltems 2Ms 208
1.0pening balarce B,04%8,751,355.64 8,020,687 705.49
2.Cost of dafined banefit plan recorded into profit and Joss of curmant
252,$30,505.60 30856985251
yegr
3Cosl of defired benefi recorded inlo other ENSVE
plan compreh 481,612,357 00 314,218351.00
incame
4 Other changes 526,836, 515.90 -504,045 583,35
S Endng balanca 7,291,587 588.34 8,049,751 35564
41, Estimated liabilities
e ms 1.Jan 2019 Increase Decrease 3 Dec 2018
Dispesal costs B2.584 42302 3RIATT.24 &2 53790115
Pending loss conlracl 3538,083.07 111388301 142513035
Iotal <B5123407.18 25347724 Li3ge381 435304052
42, Deferred Income
lerns 1 Jan 2013 Increase Decrease 31 Dec 2019
Gowvemmenl grant 2,358,526 449.34 493,188, 283.59 G56.913,528.42 2,185,501 204.51
Sale ant lease back 130,627,154.69 17,667 5893.48 142054827 76,574,399.50
Totsl 480,153 50400 —=10,853.677.07 230 A766Y LZBLETS 0441
a7
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43. Other non-current lizbilitizs

Items 31 Dee 2010 1Jon 2019
Bond finance entruslad by bank 1,128,300,500.00 2,605,186,200.00
Mon-bank finarciad inslilulicn finangng 521,356,075 21 7,365,434, 060.00
The due dale exceeds | yearof taxes on wiite-cifs 81,273,442.72 23,660,573.24
Tatsl 648192956783 0,020,205 853,28
44, Paid-in capital
Openlng balance Ending balance
Hems Increasing Decreasing
Investment amount  Ratio (%) Investment amount  Ratio (%)
SASAC 31,853,380, 1857 100.00 124 820,000.00 31,868 220,118.57 100.00
Tatal 41663390, 118 57 1oo0g 124 B10.000.00 S1SE02A001A57 10000
45. Other equity instrument
Openlng balanca Increasing Decraasing Ending balance
ltems Carrying
Number Carrying value  Mumber Rumber Carrying value Humber
value valug
Perpebual bond I,000,00000  2959,B00,000.00 3000000000 2,95%,800,000.00
Freferred slock
Total 2000000000  2.859,800,000.00 0000000 2,859,800,000,00
46, Capital reserve
items 1 Jan 2048 Increase Decrease 31 Dec 2019
Capilal surplus 15,032,097 £42 55 B22.627,377 02 15,714 525,020.38
Olher capilal reserve 5,179,341,208.55 1,213,364 B52.64 3,965,576 549.21
Jutal 20271438 5% 41 B2SNATIER 121338455964 1968050155850

Mote 1: The capital resarve was increased by CMIY 622,527,.377.82 In the current pericd, which mainly for
the ten subsidiaries of SINOHYDRO BUREAU 1 CO, LTD. and other subsidiafes o cany out
market-oriented debt-to-equity swap to increase the capital resarve by CNY621,601,964.61,

Note 2: The capital reserve was reduced by CNY 4 +213,364,659.64 in the current period, which mainly die
1o the free transfer of claims of CNY 646,413,261.21.

~F-90 -
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48, Special reserve

ltems 1Jan 2019 Increase Decrease 31 Dec 2018
Secirly lunds 45,340,154.06  £,148.515,278.22  4,154,955,7T8.85  38,899,153.43
Others

49, Surplus reserve

ltems 1 Jan 2019 Increase Decreasa 31 Dee 2018
Stalutery surplus raserva o71,716,460.35 107,069,229.61 1,078,785,507 96
Arbileary Surplus Provident Fund
Resenve Fund
Business davelnprment &ind
Oihers

Tntal SIL716.458.35 107,069,223 61 L.078,785,657 86

80, Unappropriated profits

~ foms 2 s
Begirirg halanca 24,013,121, 24060 20,689, 763,859.41
Tetal unadjusted profit adjusiment al the beginning of the pericd -384,198,231.97
Beginning balance afier adjusiment 23 628 523017 53 20,509 783 BUg 41
Increase this year: 5401 587 71306 5,317, 113,104 57
Inc: Wet prodil for curren? year 5338 873740 14 5317 13,104 57

Ofher inzrease 3113081482
Decrease this year 2301 56529553 1.893,675,754 48
e swiplus resenve 107, 069.22961 214,783,985 67
Genergl sk preparation E2,378,194.74
Distriouled dividend 1,679,823,200.00 1,025, T65,700.00
Commen Stock dividends change to assets(or slock)
Other decrease 514572 26592 560,317 B70.07
Ending batarce 26,528345,455.06 24.013,121,248.50

The company has adopied “Accounting Standards for Business Enferprises No. 22-Recognition and
Measurement of Financial Instruments” (Caikwal [2017] No. 7) and "Accounting Standards for
Enlerprises Mo, 23-Financial Assel Transfer® (Caikuai [2017] MNo. 8), “Accounfing Standards for

91
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Business Enterprises No. 24-Hedging Accounting” (Caikuai [2017] No. 9) and "Accounting Stardards
for Enterprises Mo. 37-Presentation of Financial Instruments® (Caikvai [2017] No. 14) Relevart
regulations, retroactive adjustments affect the undistributed profit at the beginning of the period CNY

-364,198,231.97.

51, Operating income & Operating costs

51.1 Revenue from main operations and Revenue from other oparations

019 2018
ltzms
Ineame Cost Incema Cast
Inceme from main operations 452,925,158,173.78 400, 209,440,758.13 402,414,225 674,80 348,261,060,430.08
Income from other oparations 15897, 20733271 1,253.546,088.04 2,117,848, 437.54 1,486,267 801.03
Tl 6490236550549  AMARIIETTAENT  AMMEIATAINA 30447.32800011
51.2 Main business by industry
mnie 2018
Items
Income Cest Inceme Cost
Engineeiing contracting and survey design 281,188,807 61257 33092517 47478 332.456.53‘.31‘5.51 #34,569,281,058.58
Fowerinvestment and cparation 17,970,441, 531.01 9,968,333,064.22 15,339,550,278.54 B,B4T 402,124 48
Real eslale developmant 24,006,514,294.07 19,305,336 424.83 21,230,990,124.18 15,188,30G,578.58
Equipment manufacluring and leasing 121053,357,530.28 9,786,111 557.28 10,232,834, 196.50 3,336, B85,178.70
Olher I7T.618,037 s45.85 24,264 442067 02 23130,230,763.77 20.819,165,557.74
It 46292515817378  MAJOOMDTSRA}  ADRAMASETAB)  48.96108040808
52, Business taxes and levies
Items 2018 2018
Urban mairlenance and construcion tax 204,777, 308.51 269, 112,641.73
Educationzl surcharge 3251585714 309,565,405.45
Froperty tax 254,960,513.92 210,257,905.55
Stamp duty I76,364,552.72 264,660,680.57
Land value added fax 1224,012,638.54 1,871,273,652 69
Cilheer 508,266 267,95 £B5, 454,760,860
Toid 4.803.597,538.79 4013555025 63

92
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53, Selling expenses

Hams 014 2018
Employee benafil STTEI5611.10 539,005,181.78
:?:;g::. lzading &nd unloading, transpartalion, warshousing, 244,063,069.35 204,805917.21
Aadvertising fea, exhibilion fes, sales servica fee 408,200,830.03 242071.892.28
Olffice expensas, buginess spenses 113,490 837,08 82,104 594.07
Fapar g B.753482.32 723249360
Deprecialion, amartizadion, and repair costs 18.744.089.25 13,117 407.70
Olhers 5120654528 456 570 876.80

Toial LEBDA03 53441 LES3IT36354
54. Administrative expenses

items F. gk e
Employes benafit 9,914 306,287 .56 8,814,027 508,37
Party construction work funds 187 427 43268 164,111, 788.89
Depreciation, amorization and lease expanses 1,435 837 B39.63 1,360,782,307.50
Trawed, husiness and board expences 541,127,080.67 891,021 680.32
Insurance and repalr cotls 254 402,376 22 237 674,424,320
Olfice, proparty, watar, electicly and sewage charges 745,419,340.41 714,862, 105,00
Cansulling and inlermeadiary servics fess £84 S8R, 552 45 500.493,020.72
Clhers 1,771,749 280 82 1,815,287 872.05

Tola] 15,834 258,188 £7 14537 5504995
55. Research and development fes

Itome 2019 2018
Slaff costs 5.093,256,753.48 4,395790,182.31
Faw materials 6646 920,072.10 A742082,074.97
Culseuncing expendlure 1,808, 161,326.35 1,266,676,523.65
Cihers 18171585351 1,246 608,577.05

Tola| 14 267 406 BRTEY 1L270.957.757.38

a3
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58, Financial expenses
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Hems 2018 2018
Interest payments 11,882,178 520,94 1,111,709,081.58
Less: inberes] incami 3.500.041,175.51 3,079,809,450.79
Exchange income -382,162816.16 1,319,569 287 74
Exchengs losses
Fees of financial instifutions Ta7.571,932.84 T52,504,548.10
ot B.Z18.046, 20111 LATLEMTEZI
§7. Other Income
Items 201 2018
Government subsidy 524,070,376.50 80,263,249.85
Refund of persond income {ax fees 1,277 260.45 33,614,63288
Orhers 30,462,008.84 14548112
Total S85,808735.79 18,027, 37385
58. Investment income
Scurce of investment income 2013 2018
Long-temn equity Invesiment income calculated by equity meshod 635,827,769 82 783.134,559.93
Dispasal of investment income fram bang-term equity invesiment 387,303, 247.23 24,B58,814.75
Irvestment income of financizl assets measured af fair value and
whose changes are included in the cumant profil or loss duriag the £5,749565
halding period
Investment income of he'd-le-maturly ivestments during the
2,353,368.33
holding peried
[nvestment income chitained from available-for-sale financial
125,148,246 93
assels, ¢,
Imwestrart income from dizposal of availabla-for-sale financial
103,911,886.52
assels
. Investrend income obeined during the halding of trading financial
441,667.98
asgels
ividend income cbfzined during the halding of olher equity
168 513,744.66
instrument invesiments
Inberest incoma during the helding of debl invesiment 231447718
Imeesiment income from disposal of trading fingneizl assets 20047222



Source of investment income 2049 2018
Desecognized earnirgs of finarcial assals measured al amortized 5456123901
cosl
Others -46,019,514.80 15,228,105.23
Tatal B33,5:0,568.89 LEoT.681.779.3¢
99, Gains from changes in fair values
Sewrce of gains from changes 'n falr values 2019 Pt
Tragable Financial asseis 45,507 519,54 -2,851,602.30
Gairs from changes in fair valus arising from derivaive financial 3100 AN S 32172349
as5Els
Gains from changes in fair value arlsing fram derivative Fnancial
— 1,607 677.70 =1,607 67770
Intal #9.610,092.13 LETG.513.63
60. Creditimpairment loss
Hrivs 2019 2018
Bad debt -2.571.913,207.11
Bad dabl of credilor's invesimant
Bad debil of elher creditors investment
Bad debl of confract azce's
Others -1,821,869.05
i 2573,836,075.16
€1, Assetimpairment loss
lems ane M8
Frovizions-bed debt 246088822 -2 53R 3108220
Frovisionz-decing in value of inventory 1,050,358 048 45 -1,167 962 03521
Frovislonz-dacline in value of avaiable-for-sale fnancial assels -25,076,464.55
Provisions-decling in valva of fited assots -39.066,720.00 6,193 BO. 22
Provisfans-ecling in value of construction in progress 3321111079 -I6E 42212
Provisions-dacling in value of baarer bislgical aszals GI7 545.24
Prowlsicns-decline in vahse of Inlangible asset -14,759,245.44 161045871
Provisions-decfing in value of goadwil T 24,01.22 44,541,303 5l

35
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ltems 013 2018

Others 21,1811 445,554.70
Tolal LIZB3T156.9] L.E19.365.645.02

62, Asset disposalincome

items 203 2018
Gaing from disposal of Beed asseis 38,542,265 8% 160,224,312.22
Gains from disposal of intangible assels 296,539,790 26 125,684,205.25
Gains fom disposal of olher assels 7,789,020.70 1.085.901.95
Tutal £42.541,100.85 dBE.854 41343

63. Mon-operating income

The ameunt of non-recurring préﬁt

ltems 2013 2018
and loss In current year
Gains on dicposal of nancurrent assats BV 945213410 38,638,25186
Inz: Gairs on dposal of fixed assels 35,674,707 08 37,140,440.69 35,674,707 .08
Gaing on disposal of intangible
— 311.5i0.62 311,810.82
Gains on dispasal of ether assels 1,645,714, 16 2.341,691.41 1,646,714.18
Gains on debt restucturing 11,125,860.76
Gevemment subsidy378,013.433.06 375,033,433.06 408 BA6,73LED 378,033.433.06
Overage prafit 2,868,110.32 1,243.840.56 2,388,110.32
Daonation income 251531 5,301.00 25283
Defzult compensalion ncoma £0,390,300.84 6B,601,516.41 63,200, 300.54
Cthers 67 A75,020.85 145,058 (81.76 G7,475,020.84
Tata S44317120F EAM064018 §54.431.712.05

64. Non-operating expenses

The amount of
[tems 019 2018 non-regucring profit and

loss in current year

Loss on disposal of non-curent assels B3 519614.77 25,635,245.54 53, 3538,614.77
Incz Logs fram disposal of fixed assels §0,154.813.18 25,635,245.54 50,154,593.16
Logs from disposal of intangible assets 20041511 20041591

06 "
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The amaunt of
ltemg 0y 018 non-riurring profit and
loss In current yaar
Loss from dispasal of oiher assels 2604 306,48 2,564 395 48
Laiss from deb restracludng 1,023,542.00
Conation expendilures EF 40882687 72,789,068.29 67 408,826.67
Abnormal loss 82,354 126,06 700.658.22 B2,334,128.08
lovenlary loss 00 .78 18,055,786 &0r1.78
Tani defay charge and penalty 60,004,159.84 34,380,918, 60,054,150.04
Default compensation expandivres 55,235,967 B9 £3,848,876.02 #6.226,057.89
Cithers 114,892,703 53 236,277 Bre a2 114.992,793.53
Totd £34.476.562.84 43465529150 $24.475 562 84
65, Income tax expenses
Items 2019 2018
Current Income lax expanse 3,895,191 95164 3,070,782,250.23
Diefievred income lax adustments 403,354 BT9.75 731,438, 705,05
Iotal 439183727358 3248344 254 18
97
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JOTEN CERTIFIED PUBLIC ACCOUNTANIS LPP. (JONTEN CPAS)

AUDITORS 'REPORT
Jontenf2019] Auditing No.00523

To POWER CONSTRUCTION CORPORATION OF CHINA:

We have audited the attached financial statements of Power Construction Corporation
of China (the ‘Company’) and its subsidiaries (collectively referred to as the ‘Group”),
which comprise the consolidated balance sheets as at December 31st, 2018 and the
consolidated income statement, the consolidated cash flow statement and the
consolidated statement of changes in shareholder’s equity for the year ended, and

other explanatory notes to the financial statements as mentioned above.

In our opinion, the financial statements give a true and fair view of financial position
of Power Construction Corporation of China (the ‘Group’)as at 31 December 31st,
2018, and of its financial performance and its cash flows for the year ended in
accordance with the Chinese Accounting Standards for Business Enterprisc and the

Accounting System for Business Enterprises.

The Basis of Establishing Our Audit Opinion

We conducted our audit in accordance with the Chinese Certified Public Accountants
Auditing Standards. The section “CPA’s Responsibility for the Audit of Financial
Statements” of the audit report further elaborates our responsibilities under these
guidelines, In accordance with the Ethics of Chinese Certified Public Accountants, we
are independent of Power Construction Corporation of China and we perform other
professional ethics duties. We believe the evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

Key Audit Matters

The key audit matters are the most significant matters for auditing financial

statements this year according to our professional judgment. The response to these
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JOTEN CERTIFIED PUBLIC ACCOUNTANTS LPP. (JONTEN CPAS)

matters is based on the audit of the financial statements as a whole and the formation
of audit opinion. We will not make comment on these matters separately. We confirm
that the following matters are key audit matters, which need to be communicated in

the auditors' repoit.
1.the construction contract revenue confirmation
1.1 Description

As shown in the Note 4 (31) and Note 7 (57) of the financial statement, Power
Construction Corporation of China recognizes their major income from construction
contracting services, For the provided construction contracting services, when the
result of the construction contract can be reliably estimated, the revenue is recognized
according to the percentage of completion method. The management division needs to
make a reasonable estimation of the projected total revenue and total cost of the
construction contract 1o determine the progress of completion, and it should be
continuously evaluated and revised during the valid time of the coniract, relating to
significant accounting estimates of the management division, therefore, we identify it

as a key audit matter.
1.2 Audit Response

In response to the management’s estimation of the estimated total contract revenue,
the estimated total contract costs, and the calculation of the percentage of completion,

we have implemented the following audit procedures:

1.2.1 Understand, evaluate and test the internal control related to the budgeting of

construction of contract and revenue recognition;

1.2.2 Acquire the construction contract ledger, select the sample and compare with the

construction contract information summary form and the income statement account;
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1.2.3 For the contract in performance this year, select construction contract samples to

perform the test, which mainly includes:

a) Review the terms of the construction contract, examine the contractual amounts,
budget data, estimated changes in the contract, claims and awards, and other
supporting documents on which the estimated total contracted revenue and estimated
total cost will be based, and evaluate whether the management division’s estimates

are appropriate;

b) Test the project construction costs incurred during the year by checking supporting

documents;

¢) Recalculate the percentage of completion, confirmed revenue and cost this year,

and test the accuracy.

dy Analvtically review the pross profit of major construction contracts:

e) Select samples of the construction contract to conduct on-site inspection of the
progress of the project image and discuss with the project management department

about the completed degree engineering of the project.

Based on the above procedures, the evidence we obtained during the execution of our
work supports the management division’s major accounting estimates and judgments
for the construction contract revenue recognition of the contracting construction

mentioned above.

2. Recyelability of accounts receivable and long-term accounts receivables

2.1 Description

As shown in Note 4 (11) and Note 7 (5) and (15) of the financial statements, Power
Construction Corporation of China confirms the provision for bad debts based on the

judgment of the recoverability of accounts receivable and long-term accounts
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receivables. When assessing recyclability, management division needs to consider the
market conditions of the industry in which the debtor is located, the customer’s
financial status and credit status, the aging of accounts receivable, and historical
repayment records. We have identified the recyclability of account rcceivable and
long-term accounts receivable as the key audit matter as it involved significant

accounting estimates and judgments for the management division.

2.2 Audit Response

We conducted the following auditing procedures for the management division’s

recoverability of accounts receivable and long-term accounts receivables:

2.2.1 Understand, evaluate and test the management division’s internal controls
related to day-to-day management and recyclability assessment of accounts receivable

and long-term accounts receivables;

2.2.2 For accounts receivable and long-term accounts receivables that are assessed
based on individual amounts, select samples to review the management division’s
assessment of impairment based on the customer's financial status and credit status,
historical repayment records, etc. We verified the management division’s assessment
with other evidence we obtained during the audit process, including the customer’s

background information, past transaction records, and payment collection status;

2.2.3 For aecount receivable with bad debt provision according to the credit risk
characteristics combination, review the reasonableness of the age of the portfolio,
select samples to test the age of the receivables, and test the accuracy of the provision

for bad debts;

2.2.4 Select samples to examine the payment collection status after maturity;

2.2.5 Assess whether there is a situation that has significant negative effects on the

recovery of receivables and long-term accounts receivables;
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Based on the above procedures, the evidence we obtained during the execution of our
work supports the management division’s major accounting estimates and judgments

on the recoverability of accounts receivable and long-term accounts receivables.

Other information

The management of Power Construction Corporation of China is responsible for other
information. Other information includes the information, covered in the 2018 annual
report of Power Construction Corporation of China, excludes the financial statements

and our auditors' report.

Our opinions published in the financial statements do not cover other information and

we did not publish any form of authentication conclusion on other information.

In conjunction with our audit of the financial statements, owr responsibility is to read
other information. Tn the process. we eonsider whether there is significant
inconsistency or other misstatement between other information and the financial

statements or what we have learned during the audit process.

Based on the work we have performed, if we determine that there is any significant
misstatement of other information, we should report that fact. In this regard, we have

nothing to report,

Management and Governance’s Responsibility for Financial Statements

The management of Power Construction Corporation of China is responsible for
preparing financial statements in accordance with the requirements of the Enterprise
Accounting Standards, making it a fair reflection, and designing, implementing, and
maintaining necessary internal controls so that the financial statements are free from

material misstatements due to fraud or errors.

In the preparation of the financial statements, the management is responsible for

assessing the continuing operating capability of Power Construction Corporation of
5
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China, disclosing issues related to continuing operations (if applicable), and applying
the going-concern assumption unless the management plans to liquidate, terminate

Operation or no other realistic choice.

The governance is responsible for regulating the process of the financial repozt.

Auditor's responsibility for auditing financial statements

Our objective is to obtain reasonable assurance as to whether the entire financial
statements are free from material misstatement due o fraud or error and provide an
auditors' report containing opinions. Reasonable assurance is a high level of assurance,
but it does not guarantee that major misstatements can always be discovered under
our audit performance when a major misstatement exists. Misstatement may be
caused by fraud or mistakes, and if a single reasonable expectation of misstatement or
aggregated may affect the economic decision made by users of the financial
statements based on the tinancial statements. the misstatement is generally considered

to be significant.

In the process of conducting audit work in accordance with the audit standards, we
use professional judgment and maintain professional suspicion. At the same tinme, we

also perform the following tasks:

1.1 Identify and assess risks of significant misstatements of financial statements due
to fraud or errors, design and implement audit procedures to manage these risks, and
obtain adequate and appropriate audit evidence as a basis for issuing audit opinions.
Since fraud may involve collusion, falsification, intentional omission,
misrepresentation or override of internal control, the risk of failing to detect a
significant misstatement due to fraud is higher than the risk of failing to detect a

significant misstatement caused by error.

1.2 Understand the internal control related to audit to design appropriate audit

procedures.
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1.3 Evaluate the appropriateness of accounting policies adopted by the management

and the reasonableness of accounting estimates and related disclosures.

1.4 Conclusions are reached on the appropriateness of management's use of
continuing operations assumptions. At the same time, based on the audit cvidence
obtained, it ay lead to conclusions as to whether there are significant uncertainties in
matters or circumstances that have major doubts about the sustainable operation
capability of Power Construction Corporation of China. If we conclude that there
exist significant uncertainties, the auditing standards require us to request the users of
the report to pay attention to the relevant disclosures in the financial statements in the
audit report; if the disclosure is not sufficient, we should publish unqualified opinion.
Our conclusions are based on the information available as of the date of the audit
report. However, future matters or circumstances may lead to the inability of Power

Construction Corporation of China to continue its operations.

1.5 Evaluale the overall presentation, stiucture, and content {including disclosure) of
the financial statements and evaluate whether the financial statements fairly reflect the

relevant transactions and matters.

1.6 We communicate with the governance team on planned audit scope, timing, and
major audit findings, including conmmunication of the internal controi deficiencies that

we identitied during the audit.

We also provide a statement to the management on compliance with ethical
requirements related to independence and on all relationships and other matters that
may reasonably be considered to affect our independence, and related preventive

measures (if applicable).

From the matters that have been conveyed with the governance division, we
determine what is the most important matter to the audit of the financial statements
for the current year and thus constitute the key audit matters. We describe these

maiters in our audit report, unless laws and regulations prohibit the disclosure of these
7
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matters, or in rare cases, if it is reasonably expected that the negative consequences of

JOTEN CERTIFIED PUBLIC ACCOUNTANTS LPP. (JONTEN CPAS)

conveying something of the audit report will outweigh the benefits in the public

interest, we determine that the matters should not be conveyed in the auditor’ report.

Certified Public Ac nt of China I‘" o
2 |'|'M” Wil
j17e AL

[Name gHEHAR 430300120001

rl|1|:r]]'ul‘: |]||L
25 April 2019 [Name of CPA ,T] u O |
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POWER CONSTRUCTION CORPORATION OF CHINA

CONSOLIDATED BALANCE SHEET

{Monetary Unit: CNY)

Sub-todal of mon-carrend asses

Tatal assels

Asvely Hoe
Current Asweis
Monctary asscls 5.1
Finmeioh et o fair value through profit or foss 5.2
Drerivntive finamial mect 53
Mutrs sevetvable & Avcowils eceivebls Sl
Advance 10 spplicrs 55
Othet receivatibes 56
Irwensonics 37
Aseets elassified as held-fon-sale 58
Non-cnrment assets duse witlon one year 59
Ot i pe asets 500
Smb-tatal of curremt asieis
Monecutiont Asicls

Avaitable-for-sale financial ossets 51
1 bl te-mmalin ity amwe st ol 512
Lowg-term receivables 5.11
Lowrg-term ejumly imvestment 5.04
Imvestment Property 5.15
Nt fivod-ascts 5.16
Constrktion in progres 517
Productive liveng asects 518
Uil and gas pssts
Imangible awels S8
Development expendituee 5.20
Cioodwill 3.2]
Long-Lerm prepaid expenses 522
Deficrred incoine tax sxsls 5231
Cher pom-curren msets 5

3l-Prec-14 B-dun-18 31-Dex-17
09,0%4,£31 T95.14 T0.428,545,184.50 70,431,257 456,73
414543773 6997 040,03 6,997.040.05
1153670012 4,7300,1533.31 4,703.133.31
12747331374 TO,B0L 078,799 3% 70,150,100, 7197
30,701,004, T78.24 24,440,028 952 28 24,896,257 332 04
14,715 447,000 55 29430036 4341 30,009.513,505.80
164,206 845 733,72 142,557.003.969.15 143 BOE, P68 801,15

13,394.38 -

13,429,199 406,81 14,622,156 829 47 14.513,137.907.02
15543643 652 W 14,603,339, 701 41 14,582 950,000 27
431H14,356,152.95 365,007,000,074.49 J6B.399,685.917.358
11,700, 148 249,92 4,592 B8 1 090 93 4,305,169 063 80
X745, 169,10 THALTRI0AS AT E54AS
100,787 83 854 £ S 102695 H1033220,713 48
14,084,623 8706 M5 9846034 1T 62 9 K57 RH0,9149 20
1 816,655 667 48 2,753,734 73692 2035358085 48
114,571, 47.625.71 112,878,101 431,38 110,469.924,012 55
16,288 60027786 12,358,234 689.10 12,138,562, 365 31
1,356.,003.26 7,030,562.72 7,080,362.71
146,084,675 819,63 107,658,136, 963,64 104, 123,128 059 R4
53,850 35801 39,797.019.19 T8
1,979,354 BBAOT 202 ATIIET TS 2021 AT 5T 35
1.352,500.971.13 1.036,067473.98 1,075,306, 805 47
397955542637 346215 3450 3044531 07625
3ATERR1 052 33 2,033,382 124 92 2,135,536,992. 16
JT261516967H 122616,633.395 32 313,563,600 490.24
BE0,078,073,1 50,59 GHE,TILAIN 460 8] GEII63IRT, BTG
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POWER CONSTRUCTION CORPORATION OF CHINA

CONSOLIDATED BALANCE SHEET {Continued)

(Monetary Unit: CNY)

Liabilifes and owners' equity WNide Al-ne-18 1-Jan-18 N D=7
Current Liakilithes
Short-tenm loans 525 5015572532 A, M0 A 50 28 46,199 500,450 78
Finewcial Binbilitics a fair vl nogh poofit aod s
4 depusits and degosits willy the indusiry S005,610.0% $9.811 68012 SOEIREINANT
Derivalive financial Hshilitics 526 J63,010.00 9,380,725 13 0,380,725,13
Naves pryabled Accounts payable 5.27 11,600,807 091 43 136,812,600, 7125 136,404,138 899,74
Advence from clienis 528 120,B50,005,612.78 97,139,170, 17887 WT BRSNS
Panyvedl payable 329 3,146,142 50100 CREER LY N e IR TISEIRAL
Toues payable 5.30 4005371 A57.82 3,446,904,115 0o 1326,0%7,593.55
Oy pyalies 531 31380, 166,200 56 AN MESIEAL BANMLN2
Lanklinies classifed as beld-for-sale
Moacurrent labilitics dae withsn one year 532 16,085, TM690 9 103,770 400 £ 17 03145 400 65
Ot curpend ligkalilies 533 8280, 6 530.04 5,200,105, J02 60 6,108 05, 760,34
Suls-boial of curnest lishisnes wmmm: JAREILABTEILE0 M1 6L 5218
Nen-currest Liabilities
Lemg-beom lodms 534 190,359,000, 347,47 130,740,339, 6.2 150,350,380 048 42
Bamds payalibe 535 [ERLARTI NN ] 17,520,461, 74914 17 920,460,145 M
Inc
Prufemrad st
Perpetudl hond
Lo fevm payalbie 3.36 8,737,288 82240 E111439,59591 B 127,122,267, 10
Lomg-penn Paynoll payable 537 B 100,008 A6 10 E192,688.003.51 4,600 568,923.71
Extimated lidlaliies E5,1 2340719 TEITOAIS9 TEAVMAIE 3
Pleferred ingomne 38 1525057 21000 1,346,000, 102 30 1,504,293 63563
Dueferned income tax linhalitics 5232 TH B ASL07 GIE 325 HILET 577.360.850.08
Caber mom-cumrent KobiBties 5.39 10,000, 299,851 28 B0, 56, 007,78 1,509,1 56.007.78
Sub-taan] of noa-currest lahiBlies 138,101 455, 7108 195,117, 151,671.68 192,068,127,609.32
“Telal Niabliies GEALEST 652, 150,50 534,750,763, 696,81 535299, 550.200.13
e’ equity
Paldeim cagital 540 LB, 1NE AT 30004, 380.318.57 Uy 14 RED SIA 57
et equity insinemcol 541 104950000000 1,549 R00 000 10 1958 500 00000
Ine:
Poediomid shock
Perysetsd bond 29% S0 000.00 2,50 500000 00 2939.300.600.00
Cogitall sopplims 5.42 271 AIEES) AL 1530060877 1% 15,390,570, 143,26
Less
Treasary shares
Oher comprekengive income 543 0P TIAT T AU AT 1T 50 -I02.749,071 01
Appeopriative resene 544 A3 40,5408 AL MBE S4B 618
Surplus resene 545 971 TISELT 57 146,924 857 90 TH6.904,837 50
4 peweral sk e peeston 124 2 52210 6228132740 118102740
Lliliiributed paodit id6 HH3 120 200 50 TS TRN B A 28,140,657 855 80
Talal pquity altribatabile 1o the sharcholdors of pareni company M, 168 AR5, T50.1E T ARR 491 500,40 THIT4ASAEND AT
Minarity sharchalders' equity 102,358, T94,250.11 046547 7,565,900 TOABR09, 544,51
Total awers' equily 181,508 490, 000.59 149.955,569,7 7130 148,663,558, 176,43
Tobal Habilities and vween' equity BA0DTH, 175,150,869 GRS I 63346081 R 965,187 407,60
10
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POWER CONSTRUCTION CORPORATION OF CHINA

CONSOLIDATED INCOME STATEMENTS

(Monetary Unit: CNY)

Items Nole 2018 2017

. Revenue 5471 404,977,823,765.84 363,492,389,280.97

Ine: Revemue from main operations 402,414, 22567480 360,831,170,015.30

Revenue from other operations 2,117,948,437.54 2,092,370274.75

Anterest income 440,960,816.96 368,731,006.19

A Fees and commissions 4,088,836.54 117,924.53
Less:

Cost 5.47.2 392,887,089,748.19 353,579,007,214.19

Ince:Cipsd ot main operations 348,961,060,498.08 3t 414,379,584 52

Cost of other operations 1,486,267,801.03 1.482,004,394.66

ATnterest expense 106,046,778.17 7,600,948.18

A fee and conunission expenses 4,897 899.14 345,064.2%

Taxes arul sircharpe 548 3,013,355,026.03 3,072,797 438.17

Operating expenaes 549 LSS 317303 51 1,696,282 468 98

General ard adomnistralive expelses 5.50 14537503 449 2> 1371767745592

Research and Development expenses 551 11,770,857,757.18 9,307,626,951.37

Financial expenses 5.52 7.471,834,792.15 8,278,332, 748.87

Assats devaluation 5.53 3,879,585,883.02 1,601,960,159.23
Add:

‘The profit on the changes in fair value 5.54 -7,676,513.69 4 995 682 92
The profit on assels disposal 5.55 286,954,419.43 105,301,635.27

Investment income 5.56 1,057,681,779.34 1,205,223,386.70

AExchange gains 2,247,972.87 36,014.235.15
Other incomes 5.57 119,027.373.95 64,257,947.67
2. Operating profit 13,548,969,049.35 11,329,174,954.49
Add:

Non-operating revenue 5.58 674,143,649.18 637,412,530.86
Less:

Non-operating expenditure 5.59 434,685,291 90 593.931,758.60
3.Incame before tax 13,788,427,406.83 11,392,655,726.75
Less:

Income tax 5.60 3,248,344,254.18 3,224,058,250.10
J.Net income 10,540,083,152.65 8,168,597,476.65
Less:

iinority interest income 5,222,870,048.08 1,012.816,761.59
5.Net income attributable to oswners of the parent company 5,317,213,104.57 5,155,780,712.06

11
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POWER CONSTRUCTION CORPORATION OF CHINA

CONSOLIDATED CASH FLOW STATEMENTS

(Monetary Unit; CNY)

Itenus Note 1018 017
. Cash Mows from cperating activilies
Cash received from the sale of poods or rendering of senices 379.618.043 465.69 346,115,010479.07

A\ net increase in customer deposits and interbank deposits
/A Cash received for fees, fees and commissions

Refouds of taxes

Other cash receipts relating to operating octivities
Sub-total of cash inMows

Cash paid for poods and setvices

2 deposit the certral bank and interbank net increase

2y Cash paid for fees, fees and commissions

Cash paid to and on behalf of employees

Payment of all types of taxed

Other cash payments relating to oparaling adiities
Sub-total of cash outflows

Net cash Mows from opersting activities

. Cash Mowns Mrom investing aclivitics

Cash received from disposal of investments

Calypeaived fhom reton o investnsen
Cash teceived ffom disposal of subsidianics or olher business units

Net cash received from disposal of [ixed asscts,infanggble assets and other

long-term assets

Chher cash received relating to investing activities

Sub-total of cash infMlows

Cash paid to acquire fixed assets, intangibte assets and other Iong-tenm assets

Cash paid to acquire investments

Cash poid 1o acquisition of subsidianies or other  business units

Olier cash payments relating to investing activities

Sub-total of cash outfows

Net eash Mows from investing aclivitics
. Cash Mows from Maancial activities
Casl received from capital contribution
Cash reeeived from borrowing
Cash received from issuing bonds
Other cash received relating fo financial activifies

Sub-total of cash inflows

Cash repayments of amounts bonawed
Cashi payment for distiibution of dividends or profits and for interest expenses

Other cash payments relating to financial activities
Sub-total of cash outiTows

Net cash flows from financial activities

Effect of changes in forcign exchange rate on cash

Net increase in cash and cash equivaients

12
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-54,796,033.97
440.949,605.59

3182268312
572,122839.58

2.143.067.810.72 1,759.902,028.93
265 448.407.66 2793631345771
412,442,713,255.69 376,415,371,488.4

310,860,185.330.50
661.232,306.80
69.929,357.23
36,429,059.122 30
17.645.964.772.40

26,272.043,659.91

287,572,875.967.20
96,698.537.68

75,092,514,03
32,889,093,740.11
15,785,276,792. 1

30,701 343 66835

401,938, 414,545.14

376,120,381,220.31

10,504,298,706.55

291,990,268.10

3AH0R5.537.04

NIRRT LT}

RUBISNT S

(.336.131.60

7,298,570,002.77

320,012,644.42

RRYIEE LR RE A

17,059.997,174.71

301,419,109.87

2,958,776,251.05

20,185,247,137.31 21,508,350,702.00
59,837,851,188.43 75,504,616,621.72
7,703,002,550.45 515349237335
164,279,770.78 77.955,173.86
10,895,767,247.88 7,291,096,875.12
78,800,900,766,54 88,027,161,044,05

-58,615,653,629.23

-66,518,810,342.05

21,934,520,939.68 30,782,276,349.00
186,070,277 60774 145,686,553,744 .63
3,760,475,000.00 4,593 500,000.00
8,793,804,076.56 $,320,252,638.40
226,559,077,624.25 185,382,582,732.03
122,934,602,237.41 119.226,906,118.61
19,963,153,.998.97 15,618.867.054.61
8,302,652,693.78 7,946,135 09866
151,200,708,930.16 142,791,908,271.88

75,358,368,694.09 42,590,674,460.15
1,297,768 821.10 4181 43061945
28,544,782,592.51 -24,114,576,233.25




POWER CONSTRUCTION CORPORATION OF CHINA

CONSOLIDATED CASH FLOW STATEMENTS(Continued)

(Monetary Unit: CNY)

Tens Note 2018 2017

Supplenmentary Information:

I. Reconeiliation of net income to cash Mow from eperating
activities:

Net inconie 10,540,083,152.65 8,168,597,476.65
Add:
Provision for devaluation of assets 3,879,585,883.02 1.601,960,159.23
Depreciation of fixed assets 802524769313 7,509,226,878.68
Amortisation of intangible assats 1,810,997,105.65 1.028,732,617.69
Amorlisation of long-tenn prepayiments 797,105,009.58 667,810,831 34
oler Tangomm st o dedergainy 286954419:43 (105,001,637
Losses on scrappiing of lxed assets -13,846,888.56 36,345,464.96
Losses on changes in fair value 7.676,513.69 -1,095,682.92
Financial expenses 7.967,407,223.63 7.598,036,271.97
Bverti it doseesor deducd parnsg B IRYRIF IR ITIR D B RUTENARR IR IR
Decrease indeferred income tax asselsor deducl:increase) -909,665,103.23 -345,367.134.33
Increase in deferred income tax liabilities(or deduct: decrease) 178,226,398.18 155,760,840.06
Decrease ininventories{or deduct: increase) 22.080,446,869.10 7,669,171,767.40
Decrease in operating receivables{or deduct: increase) -16,673,165,896.35 -23,219,757,988.11
Increase in operating payables(or dedwet: decrease) -25,841,163,055.17 -9.260,006,212.55
Others
Net cash Mow from operating activitics 10,504,298,706.55 294,990,268.10
Conversion of debts into capital
Convertible bonds due within one year
Financial leased lixed assets 522,849,110.17 266,316,669.79
111, Net increase in cash and cash cquivalents
Cash at the cnd of the year 91,341,784,993.34 62,797,002,400.83
Less: Cash at the beginning of the year 62,797,002.400.83 86,911,578,634.08
Al Cash equivalents at the end of the year
less: Cash equivalenis ai the beginning of the year
Net inerease in cash and cash equivalents 28,544,782,592.51 -24,114,576,233.25
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POWER CONSTRUCTION CORPORATION OF CIIINA

CONSOLIDATED STATEMEN

(Manetary Unit: CNY)

Items Nole

31-Dec-18

1. Paid-In capital (or stock)
Erginning balsnce
Increase in current year
Inc: Capital contribuied by owners
Inira transfer from eapral resene
Inira (ransfer from vndistnbuted profit
Others

Ending balance

1. Other equily instrumeni
Beginning batance
Increase in current year

Inc: Preferred stock
Perpetval bond

Ending balance

M. Capital surplus
Beinning balancy
Add;
Change in accounting policy
Corcection of errors in previous years
Business combmation under the same cenlro!
Others
Adjusted beginning balance
Increase in current year
Inc. Capital contnbuted by owners
Capital surplus transferred in paid-in capital
Stock payment counted as Owner capital
Others

Ending balance

V. Appropriative reserve
Deginning balance
Add:
Change in accosmting policy
rhers
Adjusted beginning balance
Increase in currenl year
Ine Provision of Secunty funds
Decrease in current year
Ine Use of securny funds
Cihers

Ending balance

14
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30,914,381 518 57

919,008,600 00

949,008,600 00

1,363,390,118.57

2,959,800,000.00

2,9539,300,000.00

Thaon 400N 2od g

24,530,060,877 29
-1.258,622,025 88
27,530,000 00

-919,008,600.00

-3,337,143,42588

20,271,438,851.41

51,718,618 39

51,748,618.39
3,823,088.169.91
3,823,088,169.91
3,829,496,634.24

3,829,496,634 24

45,310,154.06

OF CHANGES IN OWNERS' EQUITY

31-Dec-17

30,914.381.518 57

30,514,381,518.57

2,939,800,000.00

2,959,800,000.00

ISR T DU )

3,867,822.53
11,793,757,950.32
12.736,302,926 97

97,300,000.00

12,639,002,926 97

24,530,060,877.29

76,347,550 89

76,347,550 89
13,952,383 853.66
3,952.383 853,66
3,976,982 786 16
3,967,919.267.50

9,063,518.66

51,748,618.39
Y=




POWER CONSTRUCTION CORPORATION OF CHINA

CONSOLIDATED STATEMENTS OF CHANGES IN OWNERS' EQUITY

Itens

{(Monetary Unit: CNY)

Note 31-Dec-18

V. Other comprehensive income
Beginning balance
Add:
Change in accounting policy
Corregiion of errors in previous years
Business combination under the same contrel
Others
Adjusted beginning balance
Inerease in curent year
Total amount of comprehensive income
Others

Ending balanee

VL Suplus reseive
Beginning haknee
Add:
Change in accounting policy
Business combination under the same control
Adjusted beginning balance
Incivase in ewrrent year
Ine: Statutory surplus reserve
Discrelionary surplus reserve

Ending balance

¥IIL.General risk preparation
Beginning balance
Increase in curent year
In¢:Others
General risk preparation (or Distributed profit

Ending balance

VII. Undistributed profit
Unulistvibuted profit at the beginning of year
Add
Correction of errors in previous years
Others
Adjusted undistributed prefit at the beginning of year

Add:

Net incone(or losses ) attributable 1o owners of the parent conpany

31-Dec-17

-376,492,175.56

-376,492,175.56
-703,283,797.21

-703,281.797 21

-31,149,009.14

-105,164,324.93
-136,313.334.07
-240,178,841.49
250,349,002 87

10,170,161,38

-1,079,775,972.77

-376,492,175.56

AL AR

756,924,837.90
214,793,989.67

214,793,989.67

602 6830 14

062,746,836,14
94,178,001.76

94,178,001.76

971,718,827.57

756,924,837.90

62,284,327.40

62,378,194.74

62,378,194.74

1.214,794.13
61,069,533.27
-117,913.93

61,187,447.20

124,662,522,14

62,284,327.10

20.589,783.899 41

20,589,783,899.41

5.317.213.104.57
15
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23,088,959, 1 10.43

-6.409.282 174,12

160,679,676,936 31

5,155,780,712.06




Capital contnbuted or decreased by owners
Less:
Profit appropriation
Inc: Statutory surplus reserve
Distribution to shar¢holders
Genenl risk preparation
Others
Undistributed profitilosses at end ol year
Tatal equity attributable to the shareholders of parent company
Minority shareholders' equily

Total owners' equily

15
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-1,893,875,754.48
-21+4,793,989.67
-1,025 785, 700.00
-62,378,194.74

-590,917.870.07

24,013,121,249,50

-1,245,673,748.96
-94,178,004.76
-1,090,308,300.00

-61,187.447.20

79,169,695,750.48

20,589,783,899.41

102,360,794.250.11

79,488,491,903.40

[81,530,490,00H159

70,465,377.869.90

149,953,86%,773.30




POWER CONSTRUCTION CORPORATION OF CHINA
Notes to the Financial Statements Monetary Unit: CNY

NOTES TO THE FINANCIAL STATEMENTS

Note 1General Information of the Company

In accordance with the reform of ‘Separating host lines of business from home
business for enterprises in State Electric Power Corporation’ and ‘Integration
Restructure Project’ for electric power design and construction enterprises, permitted
by the State Council of the People’s Republic of China, Power Construction
Corporation of China (hereinafter called as ‘the company’) was established in
September 29, 2011, which is a state-owned (SOE) large-scale corporation. It consists
of prospecting and designing institutes, Construction Corporation and repairing and
building cuterprises, covering almost 1+ provinees in China. These corporations were
originated from the following groups: Sinohydro Corporation, Hydrochina

Corporation, State Grid Corporation of China and China Southern Power Grid.

In December 2013, in order to finther accelerate the pace of the overall restructuring
of China Construction Group and related assets into the work of listed companies to
further optimize the internal organizational structure, and further standardize
corporate governance, strengthen and optimize the quality of listed companies to
control quality and management efficiency, further optimize the internal resource
allocation, and promote the process of industrial chain integration. The company
launched a two-level headquarters integration work, which is the company, China
Resources Group, China Water Conservancy and Hydropower Construction Co., Lid.
(hereinafter referred to as “China Hydropower™), Water Consulting Group is
headquartered integrated into China Electric Power Construction Group headquarters

and the headquarters of its direct holding in a listed company.
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POWER CONSTRUCTION CORPORATION OF CHINA
Notes to the Financial Statements Monetary Unit: CNY

On September 28" the company obtained the business license with No.
100000000043994(10-1). The legal representative of the company now is Mr. Yan
Zhiyong and the registered business office is located inWest, HaidianDistrict,
Beijing,China. The business address is Tower A, Haifu International Building, No.22,
Street Chegonpzhuang West, HaidianDistrict, Beijing;the total paid-in capital is RMB
30 billion.

The company and its subsidiaries are mainly engaged in water conservancy and
hydropower construction, other c¢lectric power construction and municipal
infrastructure project construction, and EPC of power stations, lines and equipment
installation. Main business includcs: 1)water conservancy, electricity, roads, railways,
ports, channels, airports, buildings, municipal engineering facilities, urban rail
construction, design, consultation and supcrvision, 2)Related engineering and
technical rescach, suvey, desipgn. service and cquipment manidfacturing: 3)Electric
power production, Bidding agent, Real estate development and management,
Industrial investment and manapement; 4)Import and export business, Personnel
training, and etc. The company current busincss plate mainly includes: engineering
contracting, power investment and operation, equipment manufacture and leasing, real

estate development and other business.

This financial report is approved by the party Joint committee on April 25, 2019.

Note2 Principle accounting policies

2.1 Accounting system and regulations

The financial statements are prepared on the basis of going-concern hypothesis and

17
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POWER CONSTRUCTION CORPORATION OF CHINA
Notes to the Financial Statements Monetary Unit: CNY

complied with the Chinese Accounting Standards for Business Enterprise, the
Application Guide and the Explanation to it, and other related regulations and rules

promulgated by the Ministry of Finance.

2.2 Fiscal year
The company has adopted solar calendar year as its accounting year, i.e. fiom January

1%to December 31,

2.3 Reporting currency

The reporting currency of the company is Renminbi(RMB). Oversees subsidiary of
which the incomes and expenses are mainly valued in a currency other than RMB
may choose the currency as its reporting currency. And the following factors shall be
taken into account when oversees subsidiary chooses the reporting currency:

b Whether or nol it is quite dependeni from the activities in which it s eagaged:

2. Whether or not the transaction with enterprises in overseas business operations
account for a relative large proportion in overseas business operations;

3. Whether or not the cash flow incurred in overseas business operations directly
affect the cash flow of the company and whether or not the cash can be remitted back
at any time;

4. Whether or not the cash flow incurred in overseas business operations is sufficient

to settle current liabilities and predictable liabilities.

2.4 Basis of accounting and principle of measurement

The accrual basis and the historical cost were adopted by the company in accounting
recognition and measurement. 1f the accounting elements are measured at replacement
cost, net realizable value, present value or fair value, the company shall make sure

such anount can be obtained and reliably measured.

2.5 Accounting treatment of foreign currency transactions

18
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POWER CONSTRUCTION CORPORATION CF CHINA
Notes to the Financial Statements Monetary Unit: CNY

Transactions denominated in foreign currency are translated into Renminbi (RMB) at
the average market rate prevailing at the beginning of the month in which the
transaction occured. The balances of all foreign currency accounts are restated into
RMB at the exchange rate prevailing at the end of an accounting period. The
difference between the amounts restated into RMB and the amount recorded in RMB
are accounted for as exchange gains or losses of the period. Exchange gains or losses
incurred on a special borrowing for the acquisition or construction of a fixed assets
are classified as part of the cost of the fixed asset; exchange gains or losses arising in
the pre-operating period are recorded as long-term deferred expenses; other exchange

gains or losses are recorded as financial expense.

2.6 Recognition of eash equivalents
Cash equivalents are short-term, highly liquid investment that are readily convertible

(o known cash amounts and which are subject to insignilicant tish of clange in value.

2.7 Financial Instruments

2.7.1 Classification of financial assets and financial liabilities

Based on business and risk management requirement of the company, financial assets
and financial liabilities shall be classified into the following categories when they are
initially recognized:

1) Financial assets or financial liabilities which are measured at their fair value and
the variation of which is recorded into the profits and losses of the current period;

2) The mvestments which shall be held to their maturity;

3) Loans and accounts receivable;

4) Financial assets available for sale; and

5) Other financial liabilities

2.7.2 Recognition and measurenment

When (he company becomes a party to a financial instrument, it shall recognize a

financial asset or a financial liability, The financial asset or the financial liability

12
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POWER CONSTRUCTION CORPORATION OF CHINA
Notes to the Financial Statements Monetary Unit: CNY

initially recognized by the company shall be measured at the fair value.For the
financial assets and liabilities measured at their fair values and the variation of which
is recorded into the profits and losses of the current period, the transaction expenses
thereof shall be directly recorded into the profits and losses of the current period; for
other categories of financial assets and financial liabilities, the transaction expenses
thereof shall be included into the initially recognized amount,

The major methods of subsequent measurcment for financial assets and financial
liabilities are as followed:

1For financial assets and liabilities measured at their fair values and the variation of
which is recorded into the profits and losses of the current period, fair value shall be
used for their subscquent measurement, and all profits and losses realized or
unrealized shall be recorded into profits and losses of the current period.

2)The investments held until their maturity and accounts receivable shall be measured
on the basis ol the post-amortization costs by adopting the actual interest rate inethod:
the gain or loss arising from stopping recognition, inpairment or amortization shall be
recorded into profits and losses of the current period.

3) For financial asscts available for sale, fair value shall be applied for their
subsequent tneasurement. Gain or loss arising from variation of their fair values shall
be recorded directly into owners’ equity except impairment loss or exchange gain or
loss from monetary financial assets in foreign currency. The above amount recorded
directly into owners’ equity shall be transferred into profits and losses of the current
period when the financial assets encounter stopping recognition.

4The equity instrument investments for which there is no quotation in the active
market and whose fair value cannot be measured reliably, and the derivative financial
assets which are comnected with the said equity instrument and must be settled by
delivering the said equity instrument shall be measured on the basis of their costs.

5) Other financial liabilities shall be measured subsequently at the post-amortization
cost with following exceptional conditions:

I. Derivative financial liabilities which are connected with cquity instruments for
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POWER CONSTRUCTION CORPORATION OF CHINA
Notes to the Financial Statements Monetary Unit: CNY

which there is no active quotation in the active market and whose fair value cannot be
measured reliably, and must be settled by delivering the said equity instrument shall
be measured on the basis of their costs.

2.For the financial guarantee contracts which are not designated as a financial liability
measured at its fair value and the variation thereof is recorded into the profits and
losses of the current period, and for the commitments to grant loans which are not
designated to be meastred at the fair value and of which the variation is recorded into
the profits and losses of the current period and which will enjoy an interest rate lower
than that of the market, a subsequent measurement shall be made afler they are
initially recognized according to the higher one of the following:

i. the amount as determined according to the Accounting Standards for Enterprises No.
13 - Contingencies; or

ii. The surplus after accumulative amortization as determined according to the
principles of the Accountivg Standards for Eiterprises No. I - Revenues s
subtracted from the initially recognized amount.

2.7.3 Conditions for stopping recognition of financial liabilities

When the current obligation of financial liabilities is partially or wholly removed, part
of or the financial liability shall be in the condition of stopping recognition.

2.7.4 Method for determination of fair value

In active market, fair value of financial assets or liabilities shall be determined based
on the quoted prices. While if there is no active market for financial assets or
liabilities, the company shall adopt value appraisal techniques to determine its fair
value.

The value appraisal techniques mainly include the prices adopted by the parties, who
are familiar with the condition, in the latest market transaction upon their own free
will, the current fair value obtained by referring to other financial instruments of the
same essential nature, the cash flow capitalization method, etc.

To determine the fair value of a financial asset by adopting value appraisal techniques,

one shall adopt, if possible, all the market parameters that are taken into account by
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market participants in pricing financial instruments and try its best to avoid adopting
those parameters that relate to the company.

2.7.5 Determination and measurement for transfer of financial assels

Where the company has transferred nearly all of the risks and rewards related to the
ownership of the financial asset to the transferee, it shall stop recognizing the
financial asset. Where the company has retained nearly all of the risks and rewards
related to the ownership of the financial assets, the transferred financial assets shall be
continued to be recognized by the company and the received consideration shall be
recognized as a financial liability, Where the company does not transfer or retain
nearly all of the risks and rewards related to the ownership of a financial asset, it shall
deal with it according to the circumstances as follows, respectively:

(1) If it gives up its control over the financial asset, it shall stop recognizing the
financial asset;

(2) 10 e does not give up it controb over the financial asset. it shall. according, to the
extent of its continuous involvement in the transferred financial asset, recognize the
related financial asset and recognize the relevant liability accordingly.

If the transfer of an entire financial asset satisfies the conditionsfor stopping
recognition, the difference between the amounts of the following 2 items shall be
recorded in the profits and losses of the current period:

(1) The book value of the transferred financial asset;

(2) The sum of consideration received from the transfer, and the accumulative amount
of the changes of the fair value originally recorded in the owner's equities

If the transfer of partial financial asset satisfies the conditions to stop the recognition,
the entire book value of the transferrcd financial asset shall, between the portion
whose recognition has been stopped and the portion whose recognition has not been
stopped, be apportioned according to their respective relative fairvalue, and the
difference between the amounts of the following 2 items shall be included into the
profits and losses of the current period:

(1) The book value of the portion whosc recognition has been stopped;
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(2) The sum of consideration of the portion whose recognition has been stopped, and
the portion of the accumulative amount of the changes in the fair value originally
recorded in the owner's equitics which is corresponding to the portion whose
recognition has been stopped

2.7.6 Methods of impairment testing and impairnient provision for financial assets

1) Impairment scope and impairment evidence of financial asset

The company shall carry out an inspection, on the balance sheet day, on the carrying
amount of the financial assets other than those measured at their fair values and of
which the variation is recorded into the profits and losses of the current period. Where
there is any objective evidence proving that such financial asset has been impaired, an
impairment provision shall be made. The expression "objective evidence proving that
the financial asset has been impaired" refers to the actually incurred events which,
afier the financial asset is initially recognized, have an impact on the predicted future
cash tlow of the said (ancial asset that can be reliably measured by the company.

2) Methods of testing impairment and providing impairment for financial asscts

1. Financial assets measured at post-amortization cost

If there is objective evidence showing the financial asset has been impaired, the
carrying amount of the said financial asset shall be written down to the current value
of the predicted future cash flow (excluding the loss of future credits not yet occurred),
and the amount as written down shall be recognized as loss of the impairment of the
asset and shall be recorded into the profits and losses of the current period. The
current value of the predicted future cash flow shall be determined according to the
capitalization of the original actual interest rate of the said financial asset, taking into
account the value of the relevant guarantee. An impairment test shall be made on the
financial assets with significant single amounts. If any objective evidence shows that
it has been impaired, the impairment-related losses shall be recognized and shall be
recorded into the profits and losses of the current period. With regard to the financial
asscts with insignificant single amounts, an independent impairment test may be

carried out, or they may be included in a combination of financial assets with similar
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credit risk features so as to carry out an impairment-related test.

Where, npon independent test, the financial asset (including those financial assets
with significant single amounts and those with insignificant amounts) has not been
impaired, it shall be included in a combination of financial assets with similar risk
features so as to conduct another impairment test. The financial assets which have
suffered from an impairment loss in any single amount shall not be included in any
combination of financial assets with similar risk features for any impairment test.
Where any financial asset measured on the basis of post-amortization costs is
recognized as having suffered from any impairment loss, if there is any objective
evidence proving that the value of the said financial asset has been restored, and it is
objectively related fo the events that occur afler such loss is recognized, the
impairment-related losscs as originally recognized shall be reversed and be recorded
into the profits and losses of the current period. However, the reversed carrying
arnount shall not be any more than e post-amottization costs ol the said Jinancial
asset on the day of reverse under the assumption that no provision is made for the
impairment.

2) Financial assets measured at costs

Where there is objective evidence proving the asset has been impaired, the gap
between the carrying amount of the financial asset and the current value of the
capitalized future cash flow according to returns ratio of the market of at the same
time for the similar financial assets shall be recognized as impairment-rclated losses
and be recorded into the profits and losses of the current period.

3)Financial assets available for sale

Where there is objective evidence proving the financial asset has been impaired, the
accumulative losses arising from the decrease of the fair value which was directly
included in capital surplus shall be transferred out and recorded into the profits and
losses of the cutrent period. The accumulative losses that are transterred out shall be
the balance obtained from the initially obtained costs of the financial asset available

for sale after deducting the principals as taken back, the amortized amount, the current
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fair value and the impairment-related losses as was recorded into the profits and
losses of the current period.

As for the sellable debt instruments whose impairment-related losses have been
recognized, if, within the accounting period thereafter, the fair value has risen and are
objectively related to the subsequent events that occur after the originally
impairment-related  losses were recognized, the originally recognized
impairment-related losses shall be reversed and be recorded into the profits and losses
of the current period.

The impairment-related losses incurred to a sellable equity instrument investment

shall not be reversed through profits and losses.

2.8 Receivables

Receivables include accounts receivable, other receivables and long-term accounts
receivable.

2.8.1 Criteria for recognition of bad debis

On balance sheet date, where there is objective evidence proving receivables has been
impaired, the balance between the carrying value and capitalized amount of predicted
future cash flow shall be recognized as profits and losses of current period. When
following evidence exists showing receivables has been impaired, bad debts shall be
made.

1) Debtor encountered with serious financial crisis;

2) Debtor offend contract terms (delay or default in paying principles or interest)

3) Debtor is possible bankruptcy or undertakes other financial recon structure;

4) Other evidences proving receivables have been impaired;

2.8.2 Provision methods

1) Receivables with single significant amount undertaken independent provision for
bad deht

On balance sheet date, receivables with balance amount of CNY50 million shall be

classified as receivables with single significant amount. For those receivables, if there

25

- F-132 -




POWER CONSTRUCTION CORPORATION OF CHINA
Notes to the Financial Statements Monetary Unit: CNY

is objective evidence proving those receivables cannot be totally received under the

original conditions, independent impairment test shall be made for them and the gap
between their book value and capilalized amount of predicted future cash flow shall
be made as bad debt.

2) Bad debt provided in combination

Criteria for combination

Combination name Criteria

Receivables with single insignificant  amount  and

receivables withSignal significant amount bui has not

Aging combination
impaired after independent test shall be combined

according o credit risk features

Combination of related  party
Based on credil risk Features

and quantity guarantee depasit
Provision method:

Combination name Provision method

Aging combination Aging analysis

Mo bad debt provided

Combination of related party

and quantity guarantee bond

Details in Aging analysis are as followed:

Provision Rate (36)
Age of Accounts e r = 5
Receivables account i Other receivable

; Within 1 year (including 1 ycm'}_ ) 5 5.

1-2 years (including 2 year) 5 ! 5

2-3 years (including 3 year) ! 10 10

34 ycars_{-imhldiug Sycar) 20 —F 20

4-5 years [in:lu_ding Syear) | 20 =l B 20

Cver 5 years : 1) 13 100

Receivables like tender bond, performance bond, and slalls’ cash float within contract
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period and those included in consolidation scope and those received from related
parties of the company shall not be provided with bad debt. If those receivables shall
not be received within contract period, bad debt shall be provided by their actual
aging or independent determination from the date the contract expires.

3)For receivables with single insignificant amount, management estimates there exists
bigger risk for the their receivable, bad debt shall be made according to the balance
between their book value and capitalized amount of estimated future cash flow.

For receivables transferred to bank without recourse right, the amount from trading
price after deducting the book value and corresponding tax expenses shall be recorded

into profits and losses of current period.

2.9 Inventories

2.9.1 Definition

lnventories are linished goods or merchandise held by the company for sale in the
ordinary course of business, or work in progress in the process of production lor such
sale, or in the form of materials or supplies to be consnmed in the production process
or in the rendering of services.

2.9.2 Measurement

I) Inventories are recorded at cost. The cost of inventories comprise all costs of
purchases, costs of conversion and other costs incurred in bringing the inventories to
their present location and condition.

2) In determining the cost of inventories transferred out or issued for use, the actual
costs are measurcd at specific identification method, while one-off amortization
methed shall be employed for revolving materials (including low-value consumables
and package).

3) Inventories are measured at the lower of cost and net realizable value at the end of
an accounting period.

When net realizable value is lower than the cost, the difference is recognized as a

provision lor inventories write-down, Provision for inventories write-down is made
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by comparing cost with net realizable value on an individual item basis. For materials
and products with the same model, Provision shall be made based on inventory item.

Net realizable value is the difference after deducting the estimaled costs for
completion and the estimated expenscs and related taxes necessary lo make the sale

from the estimated selling price in the ordinary course of business,

2.10Fixed assets

2.10.1 Definition

Fixed assels are tangible assets held for use in production or supply of goods or
services, for rental to others, or for administrative purposes; have useful life more
than one year; and have relatively high unit price.

2.10.2 Measurement

Fixed assels are initially recorded at cost.

2 0.3 Method for fixed asseis depreciarion

Depreciation is provided monthly using straight-line method. The estimated residual
value rate, useful life and annval depreciation rate of each category of fixed assets are

as follows:

Residual value e
Usefl life(year] |  Amnual depreciation roe (%)
Citegony (%a)
Lromestic | Oversen | Domestic | Oversea | Domestic Oversea
Buildings s constrmlions 05 [ 0-3 5-55 3-55 1.73-20 1.73 -33.33
Office equipnient 155 | 15 3-8 3-5 11.88-33 19-33
R S| | el ! :
Transportalion fcilitics 1-3 | I §-8 46 12.13-24.75 16.5 - 24,75
Machinery equipmant 1-5 I 425 4-15 1.80-24.75 6.6 - 24,75
Electrical equigment -5 | I iz 36 7.92-33 16.5- 33
Instrument and 15t equipments 05 | 0l 4-10 46 9.5-25 16.5-25
Epecific equipment for electric
b-5 0-1 6-35 6-35 L71-16.67 183 - 16,67
power indusiry
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Equipments for ore exploration

1-5 I 4-10 4-8 | 9.5:24.75 12,38 -24.75

mining. dressing and | !
agglomeration : ’
Other equipments 1-5 0 4-10 4-8 = 9.5-25 12.5-25

2.10.4 Provision for impairmen! of fixed assets

The company will examine value of fixed assets at the end of an accounting period. If
the rccoverable amount of a fixed asset is lower that it’s carrying value, impaiiment of
the fixed asset shall be provided at the amount equal to the difference between the
asset’s recoverable amount and its carrying amount. The impairment loss shall be
recognized in income statements for the current period.

At the end of cach year, the company at least shall review useful life, estimated
residual rate and depreciation method for its fixed assets, and if necessary, adjustment

shall be made.

2.11 Construetion in progress

Construction in progress is stated at actual expenditures. The cost includes all
expenditure incurred for construction projects, capitalized borrowing cost incurred in
a special borrowing for the construction of fixed assets before which reach expected
usable condition for its intended use, and other related expenses. Construction in
progress shall be transferred to fixed assets when they reach their expected usable
condition.

During the inspection of construction in progress at the end of an accounting period, if
there is any evidence indicating a decline in the value of construetion in progress, a

provision for impairment shall be made.

2.12 Intangible assets
1) Measurement
Intangible assets are recorded at the actual cost of acquisition.

2} Amortization of intangible assets
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Intangible assets are amortized using the straight-line method.

3) Provision for impairment of intangible assets

Intangible assets are stated at the lower of their book value and their recoverable
amounts. For an intangible asset, if the recoverable amount is lower that its book

value, the difference shall be made as provision for impairment of the intangible asset.

2.13 Long-term prepayments

Expenses incurred during the start-up period of an enterprise(excluding those incurred
in connection with the construction of fixed assets ) arc recorded as long-term
prepayments first and then charged in lump sum as income or losses of the first month
in which the enterprise commence operation.

Other long-term deferred expense is amortized on a straight-line basis over the

expected beneficial periods.

2.14 Impairment of assets

‘Impairment of assets’ referred fo the recoverable amount of an asset is lower than its
carrying amount.

2.14. 1 Recognition of assets with potential impairment

The company shall, on the batance sheet date, make a judgment on whether there is
any sign of possible assets impairment. There may be an impairment of assets when
one of the tollowing signs occurs:

1. The current market price of assets falls, and its decrease is obviously higher than
the expected drop over time or due to normal use;

2. The economic, technological or legal environment in which the enterprise operates,
or the markct where the assets is situated will have any significant change in the
current peried or in the near future , which will cause adverse impact on the
enterprise;

3.The market interest rate or other market investment return rate has risen in the

current period, and thus the discount rate of the enterprise for calculating the expected
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future cash flow of the asset shall be affected, which will result in great decline in the
recoverable amount of the asset.

4. Any evidence shows that the asset has become obsolete or has been damaged
substantially;

5. The asset has been or shall be left unused, or terminated for use, or disposed ahead
of schedule;

6.Any evidence in the internal report of the cowmpany shows that the economic
performance of the asset has been or will be lower than the expected performance, for
example, the net cash flow created by the asset or the operating profit(or loss )
realized is lower(or higher ) than the expected amount, etc.;

7. Other evidence indicates that the impairment of asset has probably occurred.

2. 14.2 Measurement of impairment of assets

When the measurement result of the rccoverable amount indicates that the asset’s
recoverable amount is lower than its carying value, ihe canying value of the assel
shall be recorded down to the recoverable amount, and the reduced amount shall be
recognized as impairment loss of the asset and recorded as profit or loss for the
current period. Simultaneously, a provision for the asset’s impairment shall be made
accordingly.

2.14.3 Treatment of goodwill impairment

Goodwill arisen from busincss merge shall be subject to an impairment test at least at

the end of each accounting period.

2.15 Long-term equity investment

2.15.1 hitial measurement

The initial cost of a long-term ¢quity investment obtained in cash shall be the amount
it actually paid. The initial cost consists of the expense dircctly relevant to the
obtainment of the long-term equity investment, taxes and other necessary expenses. If
the long-term equity investment is obtained by issuing equity securities, the initial

cost shall be measured at the amount of the fair value of the sccurities issued. For the
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long-term equity investment invested by investors, the cost shall be determined by
investment contracts or agreements except unfair value is stipulated in contracts or
agreements. The initial cost for long-term equity investment acquired by exchange of
non-monetary assets shall be ascertained in accordance with Accounting Standards for
Enterprise No.7- Exchange of non-monetary Assets while Accounting Standards for
Enterprise No.12- Debt restructuring shall be applied for asccrtaining the initial value
of Tong-term equity investment acquired by recombination of liabilities.

2.15.2 Subsequent measurement

Cost method and equity method shall be employed to account for subsequent
measurement.

Cost method shall be adopted when (1) the long-term equity investment of the
company which can exert control over the invested enterprise. (2) the long-term
equity investment of the company which cannot have jeint control or significant
intluence over the invested company and has no ofier in the active market and its lair
value cannot be reliably measured while equity method shall be employed when the
company could exert joint control or significant influence on the invested company.
For cost method, the company recognize the attributable share of cash dividends or
profit declared by the invested company as investment income except the cash
dividends or profit which have been included in consideration and been announced
but not yet been distributed.

When equity method is employed, after an investing enterprise obtains a long-term
equity investment, it shall, in accordance with itsattributable share of the net profits or
losses of the invested entity, recognize the investment profits or losses and adjust the

book value of the long-term equity investiment.

2.16 Non-current assets held for sale and discontinued operations
2.16.1 Recognition criteria
Only when the following conditions are met together, a non-current asset could be

recognized as non-current asset held for sale.
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1) The non-current asset could be sold immediately based on selling terms;

2) The company authority has made resolution about the asset disposal;

3) The company has signed irrevocable transferring agreement with transferee;

4) The asset transfer shall be finished within one year after the date of classification;
2.16.2 Accounting for non-current asset held for sale

For non-current asset held for sale, the estimated residual value of the fixed asset shall
be adjusted to reflect the amount after deducting disposal expenses from its fair value
but which could not exceed the book value of the fixed asset when it meet the
conditions for being recognized as a non-current asset held for sale. The positive
difference between the original book value and the adjusted estimated residual value
shall be recorded into profits and losses of current period as impairment loss. The
non-current assets shall not be depreciated and shall be measured at the higher value
of its book value and the net amount from deducting disposal expenses from its fair
value.

For other non-current assets held for sale, they could be performed according to the
methods applied for fixed assets. Non-current assets include single asset and disposal
group. Disposal group refer to a group of assets which shall be disposed wholly or in

other ways together.

2.17 Borrowing cost

Borrowing costs include interest incurred on borrowings, anortization of discount or
premiums, ancillary cost incurred in connection with the arrangement of borrowings,
and exchange differences arising from foreign currency borrowings.

Borrowing cost incurred on a specific borrowing for the acquisition of construction of
a fixed asset, are capitalized as the cost of the fixed assets if they are incurred before
the fixed asset reach the expected usable condition, if required conditions for
capitalization are met. Other borrowing cost is recognized as profits and losses in the

period in which the cost occurred.
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2.18 Employee benefit

2.18.1 Contents

Employee benefits refer to all forms of consideration or comprehension given by the
company in exchange for service rendered by employees or for the termination of
employment relationship. Employment benefits include short-term employment
benefit, post—employment benefits, termination benefits and other long-term
employment benefits. Benefits provided to an employee’s spouse, children,
dependants, family member of deceased employees or other beneficiaries are also
employee benefits.

1) Short-term employee benefits are employee benefits (other than compensation for
termination of employment relationship) that are expected to be settled wholly within
twelve months afler the end of the annual reporting period in which the employees
render the service. Short-term employee benefits include: employee wages or salaries,
honus, allowsance and subsidies, stall wellare, social sceurity contiibutions such as
premiums or contributions on medical insurance, work injury insurance and maternity
insurance, housing funds, union running costs and employee education costs,
short-term paid absence, shoit-term profit-sharing benefits and other short-term
benefits.

2)Post-employment benefits are any remwuneration and benefits (other than shori-term
employee benefits and termination benefits )in exchange for service rendered by
employees that are payable after the retirement of the employee or the termination of
the employment relationship. Based on the risks and obligations the company is
intended to undertake, post-employment benefits could be elassified as either defined
contribution plans or defined benefit plan. Defined contribution plans is post
-employment benefits under which the company shall not have obligation to pay
further contribution after it pays fixed contributions into a separate fund. Defined
contribution plans include: basic pension insurance, unemploymentinsurance,
corporate pension contribution. Defined benefit plan are post-employment benefit

plans other than defined contribution plans.
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3) Termination benefits are compensation provided when the company decides o
terminate the employment relationship with employces before the end of the
employment contracts, or compensation provided as an offer to encourage employees
to accept voluntary redundancy before the end of the employment contracts.

4) Other long-term employee benefits are all employee benefits except short-term
employee benefits, post-employment benefits and termination benefits, Other
long-term employment benefits include long-term paid absence, long-term disability
benefits, and long-term profit- sharing plan.

2.18.2 Determination principle and measurentent method

1) Short-term employee benefits

Short-term employce benefits incurred in the company generally shall be recorded
into either profits or losses of current period or relative assets cost according to unit
that take the benefits. If non-monetary welfare is provided to employees, the
short-term employee benefis shall be mcasured at Fair value.

It accordance with the nature of the paid absence and the right employees enjoy, paid
absences are classified into accumulating paid absence and non-accumulating paid
absence and are accounted for correspondingly respectively.

The company shall recognize the related employee benefits payable under a
profit-sharing plan when all of following conditions are satisfied:

1. The company has a present legal or constructive obligation to make such payments
as a result of past event; and

2. A reliable estimate of the amount of employee benefits obligation arising from
profit-sharing plan can be made

2) Post-employment benefits

For defined contribution plans, on the balance sheet date, the contribution deposited to
a separate entity in exchange for the service rendered by employees during the
accounting period shall be recognized as employee benefits payable and be recorded
either into profits and losses of current or as asset costs.

For delined benefit plan, defined benefit plan obligations shall be discounted on the
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rate determined by reference to market yield at the balance sheet date on government
bonds or on high quality corporate bonds in an active market, of which the term and
currency are consistent with the term and currency of the defined benefit obligation so
as to determine the current value of obligation ot defined benefit plan and service cost
of current period. When a defined benefit plan has assets, the company shall recognize
the deficit or surplus by deducting the fair value of defined benefit plan assets from
the present value of the defined benefit plan obligation as a net defined benefit plan
liability or net defined benefit asset.

At the end of reporting period, the company shall recognize the following components
of employee benefit cost recorded into profits and losscs of current period arising from
defined benefit plan: (1)service cost; (2)net interest on the net defined benefit plan
liability (asset);

(3)amount that need to be tecorded into other comprehensive income; changes as a
result of remeasurement of the net delined benelit liability (asset) shall be recorded
into other comprehensive income and shall not be reclassified to profit or loss in
subsequent period however the company may transfer those amounts recognized in
other comprehensive income within equity.

3) Termination benefits

The company which provides termination benefits to employees shall recognize an
employee benefit liability for termination benefits, with a corresponding charge to the
profit or loss of the current period, at the earlier of the following dates:

1. When the company cannot unilaterally withdraw the offer of termination bencfits
because of an employment termination plan or curtailment proposal.

2. When the company recognizes costs or expenses related to restructuring that
involves the payment of termination benefits.

4) Other long-term employee benefits

At the end of reporting period, the company shall recognize the components of cost of
employee benefit arising from other long-term employee benefits as follows:

1. Service cost
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2. Net jiterest on the net liability or net assets of other long-term employee benefits.

3. Changes as a result of remeasurement of the net liability or net assets of other
long-term employee benefits.

The net total of the aforesaid amounts shall be recognized in profit or loss of current

period or included in the cost of a relevant asset.

2.19 Security funds

According to ‘Administrative provisions on Extracting and using the enterprise safely
production costs’ (Ministry of Finance [2012] No.l6)ssued by the Ministry of
Finance and State Administration of Work Safety, the company should make
appropriation of security funds.

Provision of security funds is based on 1.5-2.5% of cost of the construction and
installation projects. If the balance of security funds of last year reaches 5% and 1.5%
ol revenue i Jast year for medivm and small enterprise and Jarge-scale ones
respectively, the company is allowed to suspend or provide less security funds for

current year after approved by local authorities above the country level.

2.20 RRevenue recoguition

2.20.1 Revenue from sale of goods

Revenue fiom sale of goods is recognized when the following conditions are meet
simultaneously:

(1) The significant risks and rewards of ownership of the goods have been transferred
to the buyer by the enterprise; (2) The enterprise retains neither continuous
management right that usually keeps relation with the ownership nor effective control
over the sold goods;(3) The relevant amount of revenue can be measured in a reliable
way;(4) The relevant economic benefits may flow into the enterprise; and (5) The
relevant costs incurred or to be incurred can be measured in a reliable way.

2.20.2 Revenue from rendering services

When the provision of service is started and completed within the same accounting
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period, revenue is recognized at the time of completion of services. When the
provision of service is started and completed in different accounting period and the
outcome of a transaction including rendering of services can be estimated reliably,
revenue shall be recognized at the balance sheet date by using the percentage of
completion method. Revenue is otherwise recognized to the extent of costs incurred
that are expected to be recoverable and is charge with an equivalent amount of cost to
profits and losses account. When the costs incurred are not expected to be recovered,
revenue is not recognized and the cost incurred is recognized as expense in the current

period.

2.21 Construction contracts

Contract revenue shall involve: the initial amount of revenue stipulated in the contract,
and revenue incurred by alteration in contract, claims for compensation and incentive
payments.

The contract costs shall consist of the direct and indirect costs incurred and related to
a contract during the period from the date of the contract signed to the date of the
contract completed.

It the outcome of a contract can be estimated in a reliable way, the contract revenue
and contract cost shall be recognized in light of percentage-of-completion method on
the date of balance sheet. The term ‘percentage-of-completion method’ means a way
by which a contractor recognizes revenue and costs on terms of schedule of the
contracted project.

The schedule of the contracted project: the proportion of accumulative actual contract
costs incurred to the expected total expected costs;

The current contract revenues in the current period shall, on the balance sheet date, be
recognized in accordance with the balance of the total contract revenue times the
schedule of completion then deducting the accumulated revenue recognized in
previous accounting periods. At the same time, the current contract expenses in the

current period shall be recognized in accordance with the balance of the expected total
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contract costs time the schedule of completion then deducting the accumulated costs

recognized in previous accounting periods.

If the outcome of a construction contract cannot be estimated in a reliable way, it shall

be treated in accordance with the circumstances as follows, respectively:

(1) 1f the contract costs can be recovered, the contract revenue shall be acknowledged
in accordance with contract costs that can he recovered and the contract costs shall
be acknowledged as contract expenses in the current period in which they are
occurtred,;

(2) If contract costs cannot be recovered, these costs shall be acknowledged as
contract expenses immediately when incwred and no contract revenue shall be
recognized.

If the total expected contract costs exceed the total expected contract revenue, the

expected contract loss shall be recognized as current expense.

2.22 Inconie tax

Income tax on the result for the year involves current and deferred income tax.
Income tax is recognized in income statement except to the extent that it relates to
items recognized directly in equity, in which case it is recognized in equity.

Current tax is the expected tax payable on the taxable income for the year, using tax
rates enacted or substantiaily enacted at the balance sheet date, and any adjustment to
the tax payable in respect of previous years.

Deferred income tax is provided using balance sheet approach, providing for
temporary differences between the carrying amount of assets and liabilities for
Tinancial reporting purposc and the amounts used for taxation purpose.

The amount of deferred tax provided is based on the temporary differences times’ tax
rate enacted or substantially enacted at the balance sheet date.

A deferred income tax is recognized to the extent that it is probable that future taxable
profit will be available against which the asset can be utilized. The deferred income

tax is reduced to the extent that it is no longer probable that the related tax benefit will
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be realized,

Note 3 Important changes in accounting policies and accounting

estimate and error correction

3.1 Accounting policies change

3.1.1 Change in government grant presentation

According to the *Notice on Revising the Format of the 2018 Annual General
Financial Statements of the General Enterprise” issued by the Ministry of Finance.
{Accounting [2018] No. 15)The Company's "receivable notes" and "Accounts
Receivable” in the balance sheet are combined to report "receivable notes and
accounts receivable” items, "Dividends Receivable", "Interest Receivable" and "Other
receivables” "Consolidated presentation of "other receivables" items, "Fixed assets"
and "fixed assets clean-up”" are combined to report "Fixed assets” projects,
"Construction in progress" and "engineering materials" are combined to report
"Constructioninprogress” projects, " "Notes payable” "Accounts payable" combines
the "Notes and accounts payable" item, "Dividends payable", "Iuterest Payable" and
"Other payables" are combined to report "Other Payables” items, "Long-term

Payables"" Special Payable “combined presentation of “Long-term Payables” items;
“Research and development expenses” are separately presented under the
“adninistrative expenses” item in the income statement, and the return of individual
tax handling fees is transferred to “Other income” items, and added “Asset Disposal
Income” project, this accounting policy change has no impact on the merger and the
company's net profit and shareholders' equity.

3.1.2 Termination of business reporting changes

According to the "Accounting Standards for Business Enterprises No. 28 -
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Accounting Policies, Changes in Accounting Estimates and Correction of Errors” and

other relevant regulations, this accounting policy change needs to be retrospeclively

adjusted in the comparable statement of 2018,

Impact of changes in accounting policies on comparable periods

Project

Motes Receivable
Accoums Receivable

Interest Receivable
Dividends Receivahle
Other Receivables
Fixed assel

—_—

Fixed assels CJE!‘&!I-_Iip

Consiruction in

Progress
Engineer material

Muotes Payable

Accounts Payable

Interest Payable
Eidmds Payable

Other Payables

I_.mlg-_lcrm Payables

Special Payable

Management Fee

Other Revenus
Other Operating
Income

Mon-aperating Income

Book Value before
policy change
2001 8-1-1
5,603,6498,057.01

£4,399,350,742.88

13,075,007.46
96,963,094.28 |
29,319,998,341.67 |
112,768,591,142.96
109,510,290.92
11,947,490,188.47

A10. 744,500 67
11,540,705,963 37
125,271,914,737.88
1,234,639,904.83
226,224,797.83 |
26,860,881,276.16 |
$,037,739,143.19 |
73,750,852.75

23,024,242,172.78
49,229,068.07 |

2,098,075,128.21

T10,975,957.76

| Research Fee

| Book Value afier policy

Project

Fﬁte& and |
Accounts
Receivable

|

Oiher Receivables

Fixed Asset

Construetion  in |
progress

Motes and
Accounts Payable

Other Payables

Long-term
J-"ayal:rill:s_
Management Fee

Other Revenue
Other Operaling
Incaome
Mon-pperating
Income

Assel Disposal

Income

_change
2018-1-1

70,003,078,799.89

29.430,036,443.41

112,878,101,433.88

12.358,234,689.10

136,812,620,701.25

28,321,745,978. 82

8,111,489.995.94

13,717,677,455.92
9,307,626,951.37
64,257,947.67

2,092,370,274.75

657,412,530.86

105,301.635.27

3.2 Accounting assumptions

3.2.1 Provision for bad debt

3.2.2 Estimated useful life and net residual value ol lixed assets
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3.2.3 Actuarial assessinent of costs of retiring benefits plans

3.2.4 Confirmation of deferred income tax assets

3.2.5 Construction contract

3.2.6 Amortization of franchise (franchise assets)

3.2.7 Contingencies

3.3 Accounting estimate change

There is no accounting estimate change in this accounting period.

3.3 Correction of errors in previous years

There is no Correction of errors in this accounting period.

3.4 Other matters adjustment

In 2018, due o Chengdu Tianyi Power Engineering Co., Tad, Chengdu Quanpai

Electric Power TFittings Co., Ltd., the enterprise confirmed the rights, the company

reduced the initial equity at the beginning of the total amount of RMRB 7,300,670.66 ,

including increasing the capital reserve by RMB 3,897,822.54, and reducing the

undistributed profit by RMB 12,135,380.27 . Increase the minority shareholders'

equity by RMB 936,887.07.

In 2017, due to the restructuring of 58 units of the Hebei Electric Power Survey and

Design Institute, the company increased its initial equity by RMB 1,297,472,267.48,

including increasing the capital reserve by RMB 8,935,592,309.49, and increasing

other comprehensive income by RMB 26,256,895.45, reducing undistributed profits.

RMB 7,639,778,576.18, reduced the number of shareholders' equity by RMB

24,598.361.28.

Project

Related-company

Capital Reserve

3,897.822,54

Surplus

Reserve

Undistributed
Profit

-12,135.380.27

Other
Comprehensive

[ncome

Minority
Sharcholders’
Lquity

936,887.07

Subtotalof
Beginning
Adjustment

-7,300.670.66
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Recagnition

Company

Restructuring

Total

' !
| |
| i
i £.915.592,309.49 |
| i
1

1|

8,939,490,132.08 |

1

-T.630,778,576.18

7,651.913,956.45

26.256.895.45 | -24.598.361.28 |

26,250,895.45 | -23,660,474.21

1.297472.267 43

1,290,171,596.42

4 Principal taxations

4.1 Value added tax

The company’s sale of products or scrvices is subject to Value Added Tax (VAT). The

applicable tax rate ranges from 3%, 6%, 13%, and 17% to 19%.

VAT payable is the positive balance of deduction of periodic input VAT from periodic

oulput VAT,

According tothe notice onVAT policy for comprehensive wrilization of resonrcesand

other products (Caishui [2008] no. 2008)and the notice onVAT policy for wind power

(Caishui [2015] no. 74) issued by State Administration of Taxation, Some subsidiaries

of the company , approved by the local tax bureau, enjoy sales wind lo produce

clectricity and sewage treatment business to value-added tax preferential policies,

such as free charge of VAT, 50% refunding upon payment of VAT, 100% refunding

upon payment of VAT, et

4.2 Business tax

VAT

Urban maintenance and |
: | Paymenl of lurnover lax
construction tax I

Income tax

Education surcharge

Iems .

Tax Basis

Taxable value added

! Taxable income

Payment of turnover tax

Tax Rate

10%. 11%. 6%-. 16%. 17%.
I%. 5%

1% 5%, 1%

| 25%. 20%. 15%. 12.5%. 10%

()
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Items Tax Basis Tax Rate

Local Education
Payment of turnover tax 2% 1%
surcharge

House rental income or original value of the
Property Tax 12%. 1.2%

property

Before May 2018, Business tax is levied at 5% based on sale of real estate sales
revenue. Construction and installation income for 3% of the business tax rate; May 1,
2018, according to the "Ministry of Finance, the State Administration of Taxation on
the full push of business tax on the pilot ">" (Finance [2016] No. 36) documents, the
full implementation of the "camp by", construction and installation, real estate
development general taxpayers apply 11% VAT rate; for the general taxpayer for the
old project. The provision of construction services, you can choose to apply the
simple tax method tax in accordance with the 3% levy rate for the general taxpayer
sales of self-developed real estatc projects, company can choosc to apply simple tax

mcthod in accordance with the 5% levy raie;

4.3 Income tax and ifs preference

According to china income tax law, the normal income tax rate is 25%. For
enterprises at various hierarchies in the company, many of them enjoy some kinds of
tax preference based on their location, line and somc other causes, such as free charge

of income tax, 50% lower than the normal level, 15% of taxable income, etc.

Note 5 Notes to major accounts in consolidated financial statements

5.1 Monetary asscts

Items Ending Bal. Beginning Bal.

Cash in hand 196,777,870.69 183,091,760.39
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Cash in bank 94,725,485,750.46 67.101,633,028.86
Other monetary funds 4,162,569,174,19 3,146,532,667.48

Tatal 99,084,832,795.34 70,431,257,456.73
Inc: Cash deposited abroad 11,357.505,455.74 5.991,532.876.58

Note 1: The limited monetary fund isCNY7, 743,047,802.00 on 31-Dec-18.

2: At the end of the period, the total amount of abroad funds is CNY 11, 357,505,455.74, which the

total amount of remitted funds was CNY?2, 121,186,705.02.

5.2 Financial asset at fair value through profit or loss

Items Euding Bal.

Beginning Bal,

Trading financial assets 4,145437.75
Inc:

Debt inshuments investiment

Equity instrament investment 4,145,437.75
Financial assets that are designated to be

measured at fair value and whose changes arc

recorded into the profits and losses of the

current financial assets

Inc:

Debt instruments investment

Equity instrument investment

Others

6,997,040.05

6.997.040.05

Tatal 4,145,437.75

6,997,040.05

5.3 Derivative financial asset

[tems Ending Bal.

Beginning Bal.
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Forward settlement and sale 1,753.470.12

4,703,153.31

Total 1,753,670.12

4,703,153.31

5.4 Notes receivable & Accounts receivable

Items

Ending Bal.

Beginning Bal.

Notes receivable

Accounts receivable

0,228.,423,860.85

67,899,049,446.89

5.603,698.057.01

64,399,380,742.88

Total 74,127,473,313.74 70,003,078,799.89
5.4.1 Notes receivables
Items Ending Bal. Beginning Bal.

Bank acceptance bills 2,759.768.314.42

Commercial acceptance bills 3.108.055,552.13

3.720,648.467.70

ERRIO-9,389.3]

Total 6,228,423,866.85

5,603,698,057.01

5.4.1.1Notes receivable that have been pledged at the end of the period

[tems Amount that have been pldeged

Bank acceptance bills

Commercial acceptance bills

21,292,000.00

Total

21,292,000.00

5.4.1.2 Endorsed or discount notes receivable on the balance sheet date which has not

- yet expired

[tems Derecognition amount

Recognition anount

Bank acceptance bills 4,269.318,872.96

Commercial acceptance bills 2.429.599,455.28

Total 6,698,918,328.24
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5.4.1.2 Notes which converted to accounts receivable at the end of the period due to

the failure of the drawer to perform

Items Amount that converted to Accaunts recebvabile
Bank acceptance bills 200,000,000
Commercial acceptance hills 5,767,080.18
Total 5.967,080.18
5.4 2Accounts receivable
5.4.2.1General category
Ending Bal.
. I - Value nn;mml‘ R Baid debi o
Culegory - il
| Praportion ~ | Proportion
Amount = Amount | i
(%] I [%)
Accoumnts recenvable with sipnilicant
single amount for which | | |
i
independent bad debt provision shall 117.104,961.29 016 106, 104,961,249 61
be mads !
Accounts receivable with bad debts = a -
provided in credit risk feature
com bination
I Aging analysis 6B 305,04 353,40 93.64 5,2001,502,307.94 7.56
2 Related parties 10,0840, 300,00 001
3 Quality guarantee deposit 4.057434,638.37 532
sulilodal 72,873,469 491.77 | 9917 3,200,502, 307,94 7.14
Accounts receivable with . ] : :
insignilicant amount for which |
hesicontent bt kbt pron b bail 1 491,756,027.31 ] 0.67 29567316025 | 56.06
made '
Tomal 73,482,330,480.37 | 10000 | 558328103348 | 7.60
Category Beginning Ral.

a7
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Value amount Bal delt
Proporti
Amoiint Pl Amouni o
%)
%)
Accounts receivable with significant |63 ;[T
single  amount for  which ]
independent bad debt provision shall '
be made
" Accounts receivable with bud debls | i
provided in combination E
1 Aging analvsis 48, 741.201,48823 | 7137 I 3.830.418.200.01 THG
2 Related parties | 143,509,648.30 I .21
3 Quality gumrantee deposit 19,338,132,969.03 : 2828 |
subtotal 6822281410556 | 9976 | 383041320001 | 561
Accounts receivable with . rP= !
insignificant amount for  which .
dependent bad debi provision shall be 16157296724 | 024 | 15462312091 | 95.70
mae .
Total 68.384,422,072.80 |  100.00 3,985,041,329.92 ! 583

5.4.2 2. Aging analysis of accounts receivable with bad debt provided in combination

Ending Bal.
o _ Prowision Tor bad
Ttems Anouni Rate (%) Book value
delits
Within one year 53,961.529,540.49 o 2,698 456 476.87 : 51.263.073,063.62
1-2 year 8,420,284,470.49 2.2 421.531,012.05 7.098,753,458.44
2.3 year 2,525,179.267.08 3.67 252.705.671.08 2.272.473,596,01
3-dyear 1.750.513,047.48 .54 85357317 140197547431
4-Syear 835.208,066.35 1.21 167.041.613.27 668.160,453.08
Over § vears 1.113.220,961,50 1.91 1.313,229.961.50 0.00
- Total . 68,805 944,353.40 - 10000 5,201,502,207.94 ﬁi,ﬁﬂl,-l:lz.ﬂ:s.;

Beginning Bal.
AR
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Provision for bad

Items Amount Rate (%) Book value
debts

Within one year 36,876.789.632.90 75.06 1.843,839.481.65 35.032.950.151.25
1-2 year 6,222.529.335.73 12.77 311,120.466.79 5.911.402.868.94
2-3 year 2,016,008,389.20 5.37 261,600,838.93 2.354.407,550.33
S-tyear 1.195.569,217.58 245 239.113,843.52 956,455.374.06
4-5year 819,459,168.30 168 163.891.833.60 655,567.334.64
Over 5 years 1.010.845,744.46 2.07 1,010,845,744.46 0.00

Total 48,741,201,488.23 100.00 3,830,418,209.01 44,910,783,279.22

5.4.2.3 Provision for bad debts of accounts receivable in other ways

Ending Bal.

Items

Amount

Proviston for bad dcbts

Reluted party

Quality guarantee deposit

10,090.300.00

4,057,434,638.37

Total 4,067,525,138.37
Beginning Bal,
Items Amount Pravision for bad debts
Related party 143,509.648.30

Quality guarantee deposit

19.338.132.969.03

Total

19,481,642,617.33

5.4.2.4 The write-off accounts receivable on Ending Bal.

Items

Amount

Reason

Accounts receivable written-off

17,599.397.40

dead account
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5.5 Advance to suppliers

Ending Bal.

Provision flor

Items Amaunt Rate (%) Book value
bad debts
Within onc year 26.370.814,014.75 82.65 62,544.470.08 26.308,269.544.67
12 year 3.112.731,493.19 9.75 122,700.00 3.112.608,793.19
2-3 year 1,112,296,867.19 349 32.544,847.86 1079.752,019.33
Over 3 years 1,310,983,513.39 4N 110,609,092.34 1,200.374.421.05
Total 31,906,825,888.52 100.00 205,821,110.28 31,701,004,778.24
Beginning Bal.
Provision for
Items Amount Rate (%) Book value
bad debts
Within one e 21L502.592.578.83 83,34 18.025.608.97 2(!,4:\'4_56(:})(:‘).?\’7
1-2 year 2,037.671,010.42 8.28 2,741.06 2,037,668,269.36
2-3 year 741.547,070.78 3.02 38,274,565.87 703.272,504.91
Over 3 years 1.319,787.219.73 5.36 104,266,010.98 1.215,521,208.75
Total 24,601,597,879.76 100.00 160,568,926.88 24,441,028,952.88
5.6 Other receivables
[tems Ending Bal. Beginning Bal.

Interest receivable
Dividend receivable

Other receivable

18.316,269.14
114,593,014.47

34.582,532,716.94

13,075,007.46
96.963,094.28

29.319,998,341.67

Total

34,715,442,000.55

29,430,036,443 .41

5.6.1 Interest rcecivable
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Items Ending Bal. Deginning Bal,

Time deposits - 1711031639 - I IEH:IS!.TI
Entrusted loans
Bond mvestment 1.205.952.75 1.205,952,75
Mhers

u Tatal 18,316,269, 14 13,075,007 46
5.6.2 Dividend receivable

Items I-Jan-18 Inerense Decrease 31-Dee-18

Within one year 48, 140,513,534

102.453,912.57 B3 35,362,318

T7.249.063.71

Ower one year 44,822 580,74 11.478,630.00 37,343,950 74
Total U6,963,094.18 112,453,412.57 94,823,992, 38 114,595,014.47
5.0.3 Other receivables
5.6.3.1 General category
Eniding Ral.
Value amount - Bad |hl:f‘l
Category . =
Proporiion Propartion
Arngunt Aot
(%) (%)
Accounts receivable with significant E
single amount  for which
i o 73.525.239.32 0.20 73.825.239.32 100,080
independent bad debt provision shall
be made
Accounts receivable with bad debts =
provided in credit risk feature |
]
combination [
1 Aging inalysis 15,377, 166,596.78 i JL14 1,516.485,743.57 .86
2 Redoredd parties GOLRAE, 1443 017
3 Saff revolving fund 461,181,091.47 1.26
4 Bad bond and performance bond 201750693, 184 37 35.34
subitofal 36,0074, 889,01 3.00 98495 1516485, 743.57 4.20

a1
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Ending Bal,
Category I Vialue amount : TEad deb
| Anmount Fm:i;r;iml | Aot Pm:?iw

Accounts receivahle with |= |
insignificant amount for which |
dhependent bad debt provision shall be 0647601 | 035 286.667.028.30 ! L
miade

|
|
!

provision shall be made [

Total

m.‘m;rzmrmj_ 100.00

Total | 36,459,510,728.33 1000 '; LAT6STEOILID | SIS
Beginning Bal,
7 * Value amount Bad debt
Category T P rnpﬁﬁ
Proportion
Amount %) Amount o
E %)
“Other receivables with  significant
single mmount for which independent | 843347492 0.03 243347492 | 10000
bawil clebt provision shall be e
Other receivables with bad debts
provided in combination
1 Aging analysis 11,335,293.301.18 6.E7 1.198,619,257.02 10057
2 Relaled pariics 61,607.329.95 020
3 St revolving fund S61,726,714.82 | 185
4 Bid bond and performance bond 18,524.312,362.81 | 6025
subtotal 30,488,950, 708.76 i 99.17 1, 198.619,257.02 393
Other receivables with insignificant {
ameunt for which dependent bad debt 247.310,733.65 0,50

21767284372 BR.01

1,424,725,575.66 f 4,63

5.6.3.2 Aging analysis of accounts reccivable with bad debt provided in combination

Ttems Amount

Ending Bal.
Provision for bad
Ttate (Vo) Rank value
debis
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Within one year 11.364,533.986.12 73.91 568,139,070.42 10,796,394,915.7
1-2 year 2.054.814,938.20 13.36 102,731.075.44 1,952,083,862.8
2-3 year 607.499.537.82 3.95 60,709,958.61 546.789,579.2
3-dyear 494.934,163.61 3.22 98.883.841.98 396.050,321.0
4-Syear 211453.129.76 1.37 42.090.955.85 169.362,173.9
Over 5 years 643.930.841.27 4.19 643,930.841.27 0.0

Total 15,377,166,596.78 100.00 1,516,485,743.57 13,860,680,853.2

Beginning Bal.
Provision for bad
Items Amount Rate (%) Book value
debts

Within one year 8.776.060,618.07 77.42 438,715,401.84 8.337.345.210.23
1-2 year 987,764,886.03 8.71 49.378,572.44 938,386,313.59
23 vear 032.039.830.69 358 03.163.987.93 3O8.8/2.842.70
3-dyear 247,639,212.49 2.18 49,424, 851.67 198.214,360.82
4-5year 117,315,368.46 1.04 23.463,057.70 93,852,310.76
Over § years 574,473,385.44 5.07 574,473,385.44 0.00

Total 11,335,293,301.18 100,00 1,198,619,257.02 10,136,674,044.16

5.6.3.3 Provision for bad debts of accounts receivable in other ways

Ending Bal.

Items

Amount Provision for bad debts

Related party
Staft revolving funds

Quality guarantee deposit

60,848,140.43

461,181.091.42

20,175.693,184.37

Total

20,697,722,416.22

Beginning Bal.
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[tems Amount Provision for bad debts
Related party 61.607,329.95
Staff revolving funds 567.726,714.82
Quality guarantee deposit 18,524,332,362.81

Total 19,153,666,407.58

5.6.3.4 The write-off other receivables on 31-Dec-13.

[tems Amount

Reason

Other receivable written-off 16,317.840.26

dead account

5.6.3.5 Other receivables classified by its nature

Items Ending Bal.

Beginning Bal.

Quality guarantee deposit 19,987,261,740.62

Receipts under custody and advance
10,238,451,940.02
money for another

18.801,029.268.11

4,985.864.027.10

Export rebates 112,482,731.72 201,827,235.14
Staff revolving fund 4606,210,769.27 577,199,738.81
Others 5,655,103,546.70 6,178,803,648.17

Total 36,459,510,728.33 30,744,723,917.33
5.7 Inventories

Ending Bal.
Provision for .
Items Amount Book value
devalued inventory
Materials 9,491,635,705.32 96,535,880.014 9,395,099,825.28
Unfinished goods 4,832,863,412 86 398,838,828 12 4,434,024, 58474
Finished goods 3.749,644,603.09 61,830,372.33 3,687.814.230 76
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Items

Anmount

Provision for

devalued inventory

Book value

Revolving materials
Merchandise shipped
Consumption-typed ecological
asset

Finished yet unsettled
engineering

Development cost for real estates

Development product for real

890,820.251.06

105,808.777.36

54,071,369,562.52

77,656,865,861.56

24,365.010.50

1,290,235636.38

172,674,535.22

866,455,240.50

109,808,777.36

52,781,134,326.14

77.284,191,325 34

estates 14,284.532,217.69 14.,284.532.217.69
Others 1,396,432,315.99 12,647.010.14 1,363,785,205.85

Total 166,483,973,110.45 2,277,427,376.73 164,206,815,733.72

Beginning Bal.
Provision for
Items Amount Book value
devalued inventory

Materials 10,500,138,621.97 111,263,898 36 10,338,874,723.61
Unfinished goods 4,491,959 807.06 367,676,815.73 4,124,282,991.33

Finished goods

Revolving materials

Merchandise shipped
Consumption-typed ecological
asset

Finished yet unsettled engincering
Development cost for real estates
Developiment product for real

estates

5.118,183,335.67
851,402,617.36

102,924.,620.32

47,120 .580,027 .82

58,923,000,645.34

16,232,636,009.44
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Provision for
Items Amount Book value
devalued inventory
Others 1,062,300,556.37 32,488,764.90 1,029,811,791.47
Total 144,403,526,241.35 1,846,512,272,20 142,557,013,969.15

Note:

1.The company acquired 511,780.29 square meters the right of Land-use in this accounting period.

2.The book value ond 1-Dec-18 contains CNY$,462,631,589.56capitalized cost of borrowing.

5.8 Assets classified as held-for-sale

Items Book value

Fair value

Fixed Assets classified as

held-for-sale 15:394.38
Intangible Assets classified as

lield-[oi-sale

Long-term equity investment held

for sale

Assets in the disposal group held

for sale

Others

15.394.38

Total 15,394.38

15,394.38

5.9 Non-current assets due within one year

Items Ending Bal.

Beginning Bal.

Long-term accounis receivable duc within
13,429,199,406.81
one year
Ine:
1.Accounts receivable ron financial lease

2.Accounts receivable from rendering

service on installment sale
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Long-term prepaid £xpenses

Others
Total 13,429,199,406.831 14,622,156,829.47

5.10 Other current assets

[tems Ending Bal. Beginning Bal.
Prepaid tax 10,973,211.886.22 8,328,336.019.49
Entrust loans 4,567.591,522.71 3.993.482.416.00
Others 2.840,243.37 2.281,521,265.94

Total 15,543,643,652.30 14,603,339,701.43

5.11 Financial assets available-toi-sale

5.11.1 General picture

Ending Bal.
[mpairment
Items Amount Book value
provision

Debt instrument available-for-sale
Equity instrument available-for-sale 11,874,.632.251.86 166,462,640.29 11,708,169.611.57
Inc:
1.Measured at fair value 4,149.141.233.42 4,149,141,233.42
2.Measured at cost 7,725,491,018.44 166,462,640.29 7.559,028,378.15
Others . 1.334,461.54 355,823.19 978,038.35

Taotal 11,875,966,713.40 166,818,463.48 11,709,148,249.92

Beginning Bal,
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Impairinent
Items Amount Book value
provision
Debt instrument available-for-sale
Equily instrument available-for-sale 4.728.294.240.27 140.386,175.73 4.587.908,064.54
Inc:
I.Measured at fair value 320,698.612.72 320,698.612.72
2.Measured at cost 4.407,595.627.55 140.386.175.73 4.267.209.451.82
Others 5,326,809.13 353,782.74 4,973,026.39
Tatal 4,733,621,049.40 140,739,958.47 4,592,881,090,93

5.11.2 Financial assets available for sale measured at fair value at the end of the

reporting period
Equity instrument Debt instrinment
Category Tatal
available for sale available for sale
Cost of equity instrument /
post-amortization cost of debt 4,814,193,392.20 4.814,193,392.20

instroment

Fair value 4,149,141.233.42
Accumulative changes in fair valuc

recorded into other comprehensive -065.052,158.78
income

Impairment provision amount

4.149,141,233.42

-665,052,158.78

5.12 Held-to-maturity investment

31-Dec-2018
Provision
Items Amount Book value
for badl debt
National bond 70.875,169.10 70,875.169.10
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Provision
Items Amount Book value
for bad debt
Total 70,875,169.10 70,875,169.10
31-Dec-2017
Provision
Items Amount Book value
for bad debt
National bond 71.427.854.45 71,427,854.45
Total 71,427,854.45 71,427,854.45
5.13 Long-term accounts receivable
31-Dec-2018
Provision for
Items Amount Book value

bad debt

Quality guarantee

Accounts receivable from financing
lease

Inc: unrealized financing income

Accounts receivable from goods by
installment sale

Accounts receivable from rendering

29,058,674,287.80

1.441,771,750.20

149,511.944.92

255,485,302.16

411,053,196.72

28,803,188,985.64

1,030,718.553.48

149,511,944.92

. . 0:4,818,477,342.67 78,555,475.31 64,739,921,867.36
service by installment sale
Others 6,261.352,006.17 47,342,557.96 6,214,009.448.21
Total 101,580,275,386.84 792,436,532.15 100,787,838,854.0%
31-Dec-2017
Provision for
1tems Amount Bool value
bad debt
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Items

Amount

Provision for

bad debt

Book value

Quality guarantee

Accounts receivable firom

financing lease

Ine: unrealized financing income

Accounts receivable from goods by

instalhment sale

Accounts receivable from

rendering service by installment

sale

Others

4,982,182,117.40

776.668,377.95

132,042,152.00

55,078,025,553.34

3,670,464,852.61

153,764,381.98

131,010,000.00

23,339.257.94

53,817,014.42

4,828,417,735.42

645.658,377.95

132.042,152.00

55,054.686,295 40

3.614,647,838.19

Tatal

64,507,340,901.30

363,930,654.34

64,143.410.246.96

5,04 Long-term equity investment

Items

1-Jan-18

Increase

Decrease

31-Dec-18

Investment inJoint-venture

Investment in associated

761.442,198.41

9.086,935,378.82

435,850,000.00

3,134,136 495.05

21.516,673.85

689,518.229.54

1,175,775,524.56

12,910,590,103 48

enterprise

Boolc value 9,548,377,5877.30 3,569,986,495.05 711,634,903.49 14,086,365,628.04
Provision for long-term
equity investment 1,742,801.68 1,742 801,68
impairment

Net value 9,846,634,775.62 3,569,986,495.05 711,034,903.49 14,084,622,826.36
5.15 Investment property

Itemss [-Jan-18 Increase Decrease 31-Dee-18
Original cost
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Ttems I-Jan-18 Increase Decrease 31-Dee-18
Building and Construction 3,1E0,137493.35 25523433279 3, 489213 .82 3,15] 882 592.32
Lagwd-use right 328.817,155.00 2.380.963.15 326,236,391.85
Total 1,508 954.848.35 1[5 2H.302.79 £6.070,196.97 B6TH 894407
Acenmulated depreciation
Building and Conatruction 705,935,833 96 1 29 892 016,04 28.861.439.22 B06.966.410.78
Laawd-use right 44,660,235 68 $.804.520.30 375.380.86 40,838 888.12
Total 750,596,071.64 135,090,545 34 20,457 52008 RBE6A55,108.90
Provision foe impairment
Ruilding and Construction 4501779 4.5M,017.79
Land-use right
Total 457400779 4.574017.79
Investment property- net
Building and Constistion 2 AGT 62T 641 60 2 500,342, 163,75
Land-use right 284.157.115.32 270,347,503.73
Total 1,753, T84, 756.92 E LRI66ED667.46
5.16 Fixed assets
Items Ending Bal. Beginning Bal.
Fixed nzscls - 113639401 887,70 112,768.591, 142.96
B il 932.285,738.01 109,510,290.92
Tolal 114,571,747,625.71 112,875,101,433.88
5.16.1 Detail Information
Items 1-Jan-18 Increase Decrease 31-Dec-18
Original cost
Land MISELIBA 55 m §03,593,900,00 142,321 85755
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Items

1-Jan-18

Increase

Decrease

31-Dec-18

Building and Construction

Machinery equipment

Transportation
Electrical equipment
Office equipment

Other equipment

68,010,575,250.59

76,873.319,349.73

8.921,324.895.90

1,922.492.949.10

2,023,838,783.46

751,584,112.47

2,602,711,611.86

7,564,656,574.53

860.567,649.37

179.254,861.13

278.959,327.99

105,652,928.51

975,184,757.86

2,389,119,082.17

798.660,924,36

201,429,193.38

120,928.550.67

55,749,904 43

69,638,102,144.59

82.048.856,842.09

8.983,231,624.91

1,900,318,616.85

2,181.869,560.78

801,487,136.55

Total

Accumulated depreciation

Land

Building and Construction

Machinery equipment

Transportation

Electrical equipment

Office equipment

Other equipment

159.448.999,580.47 11,591,854,515.72 5.344.,666,312.87 165.6%6,187,783.32
220,009.43 440.018.82 G60,028.25
LS DEIRTI AR K} ljas.orl i BLaRE s lany LR TR I PR

28,295,791,072.76

6,110,723,204 88

1,092,729,921 .23

1.381,594,013.30

500,484,724.82

5.189.816,583.53

888.556,516.55

175,114,011 486

279,183,646.58

69,770,982.83

1,849,130,837.68

738,358,886.19

87,879.469.74

107,103,426.52

44,969,922 83

31.636,476,818.61

6,260,920,835.24

1,179,964,462.97

1,553,674.233.36

525,285,784.82

Total

42,818,262,357.63

8,311,553,247.67

2,920,024.858.51

51,622,708,171.03

Provision for impairment
Land

Building and Construction
Machinery equipment
Transportation

Electrical equipment

113,364,517.72

269,304,135,89

62,811,987.69

372.049.53

62
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Items I1-Jan-18 Increase Decrease 31-Dec-18
Office equipment 1,432,346.74 175,519.75 1.607.866.49
Other equipment 1,043.618.07 19.412,467.30 1453.918.32 489.699.75

Total

449,228,655.64

19:412,467.30

34,623,398.35

434,017,724.59

Fixed assets- net

Land

Building and Construction

Machinery equipment

Transportation
Electrical equipment
Office equipment
Other equipment

‘Total

945.644,185.79

59.047,573.937 44

48,308,224,141.08

2.747,789.707.33

829.390,978.32

640,812,423 .42

249,155,769 58

12,768,591, 142.9%

141,661,829.30

59,053,325,320.46

50,162,183,619.05

2,662,646.101.20

717,345,904.78

626,587,460.93

273711.651 .98

11363461, 887.70

Note:

1. The original values of fixed assets that have been fully depreciated but still using are

CNY 14,966,506,940.360n 31-Dec-2018

2. Depreciation amount is CNY 8,176,007,604.95 in this accounting period.

5.17 Construction in progress

Items

Ending Bal.

Beginning Bal,

Construction in progress

Engincering material®

16,225,113.416.59

63,486.861.27

11,947,490,188.47

410,744,500.63

Total

16,288,600,277.86

12,358,234,689.10

5.17.1 Detail Information
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31-Dec-2018
Provision for
Items Amount Book value
impairment
XinpingyiSaigai Hydropower Station 1,109.938,109.61 1,109.938.109.61

Changjiu  (Shenshan) Limestone
Project

Barra Power Station

Zhengzhou  Zhongyuan  District
Thermal Power Two-piece

Comprehensive Development
Project

GonghePhotothermal Project

China Hydropower Tianjin Nangang
Offshore Wind Power Phase |
Project

Xiate Hydroelectric power station

Xunwuxiong MU Wind  power
project
FurongjiangdaoZhenguanzhuang
Hydroelectric power station

Cida Wind Farm

3.007.803.413.90

1.030.758.171.71

709.000,000.00

500,169.015.68

450,556,931.81

448,925.027.11

JOTSI3381 18

393,921,529.99

378.419,234.07

3.007.803,413.96

1.030.758.171.71

709,000.000.00

500,169.015.68

450.556.931.81

448.925.027.11

JU1.923.381.18

393,921,529.99

378,419,234.07

Others 7.849,288,185.07 55.589,583.60 7,793.098,601.47
Total 16,280,703,000.19 55,589,583.60 16,225,113,416.59
31-Dec-2017
Provision for
ltems Amount Boolt value

impairment

XinpingyiSaigai Hydropower
Station
Changjiu (Shenshan) Limestone
Project

Barra Power Station

ZhengzhouZhongyuan District

Thermal Power Two-piece

Comprehensive Development

1,102,904,276.82

989,494,685.06

917.286.564.99

64
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Items Anmount

Provision for
Book value
impairment

Project
GonghePhotothermal Project

China Hydropower Tianjin
Nangang Offshore Wind Power 407.487.196.21
Phase | Project
Xiate Hydroelectric power station 210.114.061.44
Xunwuxiang Mt. Wind power

578,186,134.60
project
FurongjiangdaoZhenguanzhuang

. 184.263,596.80
Hydroelectric power station

407.487,196.21

210.114.061.44

578,186.134.66

184.263,596.808

Cida Wind Farm 46.002.536.26 16,002.536.26
Others 7.596,734.772.36 85,043,636.13 7,511,691,136.23
Total 12,032,533,824.60 85,043,636.13 11,947,490,188.47
5,17.2 Construction materials
Items Ending Bal. Beginning Bal.
Special material 6,818,89 866,236.01
Special equipment 53,766,155.95 409,781,719.30
Insiruments and appliance for production 76,614.95 96,545.32
Others 9,637,271.48
Total 63,486,861.27 410,744,500.63
5.18 Productive living assets
Items 1-Jan-18 Inerease Decrease 31-Dec-18
Original cost
Planting industry
Ins:
mmature Productive iving assets 1.135.728.44 419.259.76 274,078.90 1,300,909.30
65
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Items 1-Jan-18 Increase Decrease 31-Dec-18

Mature Productive living assets

1,917,624.29 274,078.90 471,951.00 1,719,752.19
Animal industry
Ins:
Tminature Productive living assets 308,010.00
326,307.73 18,297.73
Mature Productive lving assets 1,803,160.00 737.860.00 1389,00.00 2,152,020.00
Forestry
Tns:
Immature Productive living assets
2,192,6%1.00 KBa,112.59 3.076.823.59
Mature Productive living assets
1,835,581.33 1,835,581.133
Taotal 8,884,785.06 2,661,638.98 1,443,039.96 10,103,384.14
Accumulated Depreciation
Planting industry
Ins:
Immature  Productive living assets
Mature  Productive living asscts 302,637.96 95,881.20 398.519.16
Animal industry
Ins:
Immature  Productive living assets
Matare  Productive living assets 690,869.35 348.123.98  312.740.00 726,253.33
Forestry
Ins:
Immature Prociucli\'c living assets
Mature Productive living assets 810.715.03 183,558.12 06427315
Total 1,804,222,34 627,563.30 312,740.00 2,119,045.64
Impairment loss
Planting industry
a6
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Liems 1-Jan-18 Increase Decrease 31-Dec-18
Ins:
Immature  Productive living assets 627.645.24 627.645.24
Mature  Productive living asscts
Animal industry
Ins:
Immature  Productive living assets
Mature  Productive living assets
Forestry
Ins:
Tmmature  Productive living assets
Mature  Productive living asscls
Total 627,645.24 627,645.24
Planting industey
Ins:
Immature  Productive living assets 673,264.06
1,135,728.44
Mature  Productive living assets
1,614,986.33 1,321,233.03
Animal industry
Ins:
Immature Productive living asscts
18,297.73
Mature  Productive living assets 1,112.290.65 1.425,766.67
Forestry
Inis:
Immature  Productive living asscts 2.192,691.00 3,076,823.59
Mature  Productive living assets 1.024,866.30 841.308.18
Taotal 7,080,562.72 7.356,693.26
67
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5.19 Intangible assets

Items

1-Jan-18

Increase

Decrease

31-Dec-18

Original cost

Software

Land-use
right

Patent

Non-patent
technology
Trade-mark
right
Comvright
Franchise

Others

891.060.364.54

11.414.976.352.43

370,342,963.15

152,051,771.94

12.927,611.70

25 442.157.55

91,848.724,290.80

0,856.234,890.44

168.865.732.49

387.235.731.90

2,962.539.61

7.966.396.39

68.805.00

63,636,306

40,108.088,902.27

385,030,469.97

22,670,183.21

223,754,468.06

1,820,000.00

631,625.813.98

2,269,758.13

1,037.255.913.82

11.578.457.816.27

371,485,502.76

160.018.168.33

12.996.416.70

25,505.793.91
131,325.187.379.0%

7.240,995,602.28

Total

111,573,760,602.55

41,060,282,213.99

882,140,223.38

151,751,902,593.16

Accumulated depreciation

Software
Land-use
right
Patent
Non-patent
technology
Trade-mark
right
Copyright
Franchise

Others

519,125,160.90

1,251,262,580.70

123,388,510.74

52,292.723.66

3,520,094.51

3,350.923.39
1,819,905,396.95

98,770,626.01

125,850,751.37

246.652,645.50

32,964,055.47

10.832.175.92

884.279.77

3.487,715.94
1.423.212,586.62

19.825.536.406
68
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Items 1-Jan-18 Increase Decrease 31-Dec-18
Total 3,871,616,016.86 1,863,709,747.05 76,843,449.78 5,658,382,314.13
Provision for impairment
Solftware 11,3248 11.324.48
Land-use
right
Patent
Non-patent
technology
Trade-mark
right
Copyright
Franchise 33.489.414.65 1.610.458.71 26,884.965.90 8.214.907.46
Otliers 518.207.44 518.207.44
Total 34,007,622.09 1,621,783.19 26,884,965.90 8,744,439.38
Intangible assets- net
Software 371,935,203.64
412,977,800.16
Land-use
10,163.713,971.73
right 10,104,710,508.34
Patent 246,954,452 41 216,239,520,22
Non-patent
99,759,048.28 96,893.268.75
technology
Trade-mark
9,407,517.149
right 8,592,042,42
Copyright 22,091.234.16
18.667,154.58
Franchise 89,995.329.479.20
128,104,714.312.81
Others 6.758.946.,056.99
7.121.881.232.37
&9
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Items 1-Jan-18 Increase Decrease 31-Dec-18
Total 107,668,136,963.60 146,084,675,839.65

Note: Franchise constitutes of accumulating investnient for BOT Projects.

5.20 Development expenditure

Items 1-Jan-18 Increase Decrease 31-Dec-18

l.aos Potash Minc Preliminary

Investigation Fees and Other 39.797,019.19 32,653.187.74 18,589,818.92 53,860,388.01
Projects
Others 11,767,203,155.79 11,767.203,155.79

Total 39,797,019.19 11,799,856,343.53 11,799,856,343.53 33,860,388.01

5.21 Goodwill

Ttems [-Jan-18 Increase Decrease 31-Dec-18

Sichuan
ZhongtieNengyuanWuyiqiaoHydrep 310,215,093.64 310.2 15,[)9]_(}4

ower development

Henan ZheagsinZhiye Co.. Ltd. 450,002.66 450,002.66
NangueZhiye Limited 748,217.742.96 748.217,742.90
Geoduta SRA 8.939,563.17 8,939.563.17
Wuhan MeilidonyfanpSludge
5,372,533.09 5,372,533.09
Treaiment Technelogy Co.. 1.4d.
Shandong Dream Tower Land
19,200,000.00 19,200,000.00
Co.Ltd
Sichuan Senglin River Basin
39,440,000.00 39,440,000.00
Dawelopment Co.
Qingyuan Shizihu Golf Resort Club
119.408,277.95 119,468,277.95
Co., Ltd
Qinpdan Wance Real Estate Co. 41,044,778.40 41 .044,778.40
Qingdae Zhongwang Land Co. 423.748.72 423.748.72
70
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lems I-Jan-18 Increase Decrease 31-Dec-18
Vijichnngrai Pievelopment Ca. 1:d 214,122,965, 16 234.122.965.16
Fhomglian Lleciric Fulsi Sol
e o 75,7338 275,733.48
Enery I
Sanchang i Elestt
s R 271,533.80 271,533.80
Appliance Ua
Gerrmay TLT Ca
50728242380 2,818,822 36 GO0, 100,246, 16
Nigang Amaing River Hydeopowey
1, 106G, 000,00 1,106 000.00
Dwlopnunt (o, L3
Shardong Dianjien Tijusiojod Co..
Ry L s 34.315,838.47 34315, 838.47
1
Total 2,160, 146,135, 30 2,818,522.36 2,162,065 057,66
Provision for impairment
Arising from acquisition 138,668,277.95 44,941 59864 183,610,171, 5
Total 138,668.277.95 A4 4T B9 064 18M610,171.59
5.22 Long-term prepaid expenses
Ttems I-Jan-18 Incrense Decrease 31-Dee-18
Improvement expenses for
fixed pssets by operating 130,808 391 .39 ABAI0I5E 16 11 512 59891 137,925 £57.84
lease
Chher expenses moontized
925.259.080.59 §24,273 626,69 614,954 591,59 1194,578,113.2%
H'I'I.'T{'II'K."}'EI'IT
Total LSG0ET, 472,58 232,900,584 45 616,467A487.70 104250397112

5.23 Deferved income (ax assels and deferred income tax liabilitics

5.23.1 Deferred income tax assels

3-Dee-2018

Events that cause deferved income tax Delerved income tax assels

Deduetilile temporar y

/1
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assets

Difference amonnt

1.Assets impairment provision

2. Unrealized profit from insider trading
3. Deductable losses

4. Unpaid salary of employee benefits
5.Expenses for three types of personnet

6.0thers

1,437.560.817.15
990.292,607.79
498.495.072.38
19,883,802.12
049.748,150.27

383,572,976.66

7,360,061,816.55
4,135.859.274.36
2.038,528,755.62

1172,307.995.90
4.331.654.335.22

1,643,518,096.52

Total

3,979,559,426.37

19,626,930,274.17

31-Dec-2017

Events that cause deferred income tax

assets

Deferved incanie tax assets

Deductible temporary

Difference amount

1. Asscts impairment provision

2 Uealized profit bom insider tading
3. Deductable losses

4. Unpaid salary of employee benefits

5.Expenscs for three types of personnel

1,032,724,307.90
YO9.013.789..20

203,098,935.98
22,030,882.17

5.556.625,483.34
IRNZ921L B30

1,067,011,930.31

131,024,160.05

660,039,697.54 4,359,544.324.62
6.Others 159,308,172.85 697,286,493.95
Total 3,046,215,845.70 15,630,813,836.63
5.23.2 Deferred income tax liabilities
31-Dee-2018

Events that canse deferred income fax

Deferred income tax

Taxable temporary

liabilities liabilitics Dilference amotint
L. Temporary differcnee from assets
Ine:
[.Changes in fair value of financial
371,479.91 1,485,919.62

assets(liability) which are measured at fire
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Monetary Unit: CNY

value and the changes of which is recorded
into profit or loss of current period

2.Changes in fair value of available-for-salc

37.306.959.70 151.514.714.18

financc asseis
3. Investinent income from BT projects 143.678.28 574,713.13
4.0thers 646,018,955.79 2,652,054,264.68
2. Temporary difference from liabilities 91,054.377.39 351.665,654.12
Total 774,895,451.07 3,157,295,265.73

31-Dee-2017

Events that cause deferred income tax

liabilities

Deferred income tax

liabilities

Taxable temporary

Dillerence amount

1. Temporary difference from assets

[ie:

1.Changes in fair valic of financial
assets(liability) which are measured at fire
value and the changes of which is recorded
into profii or loss of current periad
2.Changes in fair valuc of available-for-sale
financc asscls

3. Investmenl income from BT projects
4.0thers

2. Temporary difference from liabilities

1,175,788.33

58,961,648.68

530,829.37

449.575,763.99

108,079,711.50

4,703,153.31

247.460,817.52

3,164,991.91
1,820.252,211.6!

404,509,018.84

Total

618,323,741.87

2,480,090,1953.19

5.23.3 Compensable loss of deferred corporate tax assets the Group not confirmed:

[tems

Ending Bal,

Beginning Bal.

Deductable temporary difference

8.496,889.012.31

73
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Compensable loss 13.242.868.150.83

9,819.090,529.26

Total 21,739,757,163.14

17,853,826,527.09

5.23.4 Compensable loss of deferred corporate tax assets the Group not confirmed

will be due in the following year:

Beginning Bal.

129,252.985.80
1,029,373,987.07
1,853,774,248.37
3.460,208,633.19

3.346.480.,674.83

Ttems Ending Bal.
2018
2019 981,766,157.79
2020 1,504,650,434.64
2021 1,339.392,460.23
2022 3.097.732.901.92
2023 4.319.326,196.25
Total 13,242,868,150.83

9,819,090,529.26

5.24 Other non-current assets

Items Ending Bal. Beginning Bal.
Temporary building 376,291,978.11 367.174,548.48
Entrust loans 2,430,000,000.00 1,650,000,000.00
Others 670,691,114.22 116,208,1706.44

Total 3,476,983,092,33 2,133,382,724.92

Note: Amortization of temporary building amount for 2018 is CNY 265,589,131.47.

5.25 Short-term [oans

Items Ending Bal. Beginning Bal.
Pledge loan 226,856,000.00 147,500.000.00
261.500,000.00 237.000,000.00

Mortgage loan

Guaranteed loan 5.126,013,332.98
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Ttems Ending Bal. Begilminrg Bal.
Credit loan 69.401,603,199.26 43,592.120,568.78

Total 75,015,972,532.24 46,209,620,430.28
5.26 Derivative financial liabilities

ltems Ending Bal. Beginning Bal.
Interest rate swap 1.155.332.30 9,280.725.13
Forward FOREX settilement and sale 1,607.677.70

Total 2,763,010.00 9,280,725.13
5.27 Notes payable & Aeeounts payable

Items Ending Bal. Beginning Bal,

Notes priydble

Accounts payable

i/.903- 183 /8.01

143.667.429.312.93

Lok 003,87

125,271,914,737.88

Total

161,630,877,691.62

136,812,620,701.25

5.27.1 Notes payable

Items

Ending Bal.

Beginning Bal.

Bank acceptance bills

Commercial acceptance bills

13,565,709,490.53

4,397,738,888.11

9,845,260,211.93

1,695,445,75 1 .44

Total 17,963,448,378.64 11,540,705,963.37
5.27.2 Accounts payable
Ttems Ending Bal. Béginning Bal.

Within one year
1-2 year
2-3 year

Ovcer 3 years

108,359,721,623.98
23,074,460,890.78
7.065,196,688.68
5.168,050,109.54
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Total

143,6067,429,312.98

125,271,914,737.88

5.28 Advance from clients

Items

Ending Bal.

Beginning Bal.

Within | year
1-2 years
2-3 yeats

Over 3 years

98,127,998,116.26
18,883,116.980.64
2,532,017,882.68

1.314,872,653.20

86,425,008,222.18
§,322.932.410.47
1,649,325,071.99

T41,246,074.23

Total 120,858,005,632.78 97,139,171,778.87
5.29 Employec benefits
5.29.1 General picture

Items 1-Jan-18 Increase Decrease 31-Dec-18
[.Short-term  empluyce benefits 2,283,636 852,57 11,589.315,123.50 31,652,925,022.44 2,220,026 953,63
2-Post-employment 340,556,162 52 4,661,320,675.54 4,612,262,394,00 389,614,444.06

benefits-defined coniribution plan
3. Post-emiployment benefits-
defined benelits plan due within one

year

4. Termination benefits
5. Other benefits du within one

year

53518129354 738,629 834,82

52,575.41 31,171,399.56

T48.657,772.96 525,153,355.40

19.676.143.66 11,547,831.31

Total

3,159,426,884.04 37,020,437,033.42

37,033,521,333.00 3,146,342,584.40

5.29.2 Short-term employment benefits

ltems

1-Jan-18 Increase

Decrease 31-Dec-18

l.Employee Salaries and wages,

hpnus. allowance and subsidies

1,220,261,894.40

21.304,962,648.05
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Notes to the Financial Statements Monetary Unil: CNY
Items I-Jan-18 Inerease Decrease 31-Dee- 18
2. Siafl welfare expense 40635 297,70 1042 565 (50 96 1,6k2 B9E 938 b6 4,102, 00000
3. Socail sceurity contribution IREIEA M0 2,179 608 324.65 3,140 260 B66. 08 328,267,200 37
4. Housing fimd 153,873 554,09 2050 578,104,510 2,014,626 967.06 189,824,048 &3
5. Linion runaving costs and
1A 548 90 839.517,572.05 MIIMEITIT 525.832,300.64
employee education casts
6. 5hon-=tenm paid absence
7.5hon-term profit-sharing plan
8. Lahour delivery expense 46,747 57586 2,503,914.535.98 2,530.938 467,51 19.733,644.33
9. Chhers 9161903350 1058 JOBETT.0T 1,067,639 A52.06 9223245861
Total 1IR1,006 85257 31889305, 12550 31,652.028,02 244 L120.026,950,60
3.29 3 Defined contribution plan
ens I-dan-15 Tnvrense Decivaae M-Dec-18
1. Basic penslon fiaumnce 119,351,784 42 1,581,615 586,97 1,559,129, 755,99 163,839 416 40
2 Unemployment insurance 45352970 14 152,098 11084 152,906, Nk 46 45,074,180 52
1. Corporate anmity contribution 155,479,929 47 £RE,700 268 58 463,650 226,00 180,530,972 41
4.0thers 6M T4 36.305,706.15 16105 706 15 369674
Total 140.554,141.51 4661, M0ETESD 4.612,161 39LD0 IERAL 44400
5.30 Taxes payable
Ttems Beginning Bal, Ending Bal
Value added tax - 1346, 040,059.06 2,126,762,233.47
Resoaree Lux 1927 60405 15,038,083.03
City mainkenimee and consiruction ax 1689897176 21,522.939.03
Propeny tax 3LEM628.91 24.059,546.06
Income lax 461,750.640.03 -58,003.324.21
77

~F-184 -




POWER CONSTRUCTICN CORPORATION OF CHINA

Notes to the Financial Statements Monetary Unit: CNY
Inddivichual income Lo 403.979,592.25 371,170,393.53
Land use lax 23,961,772.91 18,704, 210,28
Education surcharges 17,024, 78493 297800475
Other tax 1,181,486,184. 16 1A 429,371, 78

Total 3.546,904,238.06 4.026,571,457.52
5.31 Other payable

Ttems Ending Bal. Beginning Bal,

Interest payable

656,378,910.81

1.234.639,H)4,83

Dividend payable 528034, 176,64 226.224,797.83
Oiher payable 30,199,753, 11711 26, 860.881,276.16

Total A1, 084,166,204,56 16,321,745,978.82
5.31.1 Interest payable

ltems Ending Bal, Beginning Bal,

I Interest of long-term loan of which the interest
paid on insallment and the principle repaid when it 89,615,364.22 130,041, 886,23
cxpines
L.lnterest of corparation bond AB5.431 TIE.85 61,287,597.01

JInterest of short-term loan 39,284,524, 26 483,185,584 16
+.(nhers 42,047,303.4% 19,124,837.43
Total 56,378,910.81 1,234,639, 04,83
5.31.2 Dividend payable
: Items Ending Bal. Beginning Bal.
Common stock dividends
Chliers 528.034,176.04 226.224,707.83
Taotal S28,034, 176,64 226,224,797.83

8
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5.31.3 Other payables

Items

Ending Bal.

Beginning Bal.

Within one year
1-2 year
2-3 year

Over 3 years

21,393,062,233.01

4,663.024.230.63

1,643.522,001.81

2.500,144,651.66

17.750.952,101.10
4.904.940.496.24
1,155,944,608.78

3,045,044,070.04

Total

30,199,753,117.11

26,860,881,276.16

5.32 Non-current liabilities due within one year

Ltems

Ending Bal.

Beginning Bal.

Long-term loans due within one year

Bond payable due within one year

22,709,342,255.38

2,873,691,967.12

17.845,665.741.15

3,571,088,895.53

Langstcrm pavable due with o yem 106.017.007.00 S90.9317.010.38
Other long-term liabilities due within one
6,673,464.89 62,078,534.63
year
Total 26,085,724,694.39 22,073,770,401.69
5.33 Other current liabilities
Item Ending Bal. Beginning Bal,

Short-term  financing bills
Ultra shorl-term financing bills
Deferred income due within one year

Others

2.398,477.500.00

2,398,477,500.00

661,095,770.94

5.221,173,659.75

2,800,000,000.00
2,000,000,000.00
472.770,880.33

2.927,334,322.27

Total

8,280,746,930.69

6,200,105,202.60
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5.34 Long-term loans

ltems Ending Bal. Beginning Bal,
Pledee lvan 28,873.341,087.96 19,436,853 1,643.00
Mortgage loan 58,383, 181,480 35 52.155,266,939.44
Guaranteed loan 39,161,616,055.51 i e
o 63.941,191,619.35 ki
T 190,359,330,24747 150,360,389,446.42
5.35 Bonds payable
5.35.1 Informaticn about bonds
i Bandl
Issuing Ohifeving
Item Par value | Perind
e price
. {vis) |
Zhengsniidian 2012 Corparate bond 02 1.0 billion 2012-10-29 ! 10 3.0 billion
Zhongshuidian 201 1 Corporate bond 1.0 hillion 2001-4-25 ! 10 1.0 illion
Zhongshuiidian 2012 Corporate boad 01 I.ﬂ-biillo-n 20012-10-29 E T 2.0 billion
. 2004 Zhongdiangion Rond - 1.0 billion 2014-4-23 1 _5 2.0 billion
LIS Diollar Baoncd . 1.0 billion 2;3; 3 L0a7 hillio-n_
Dianjian 2006 Corporae _ﬁm:ﬂ_l 1.0 hillion 2016-1-26 5 2.0 biltion o
Déiansjinn Real Estate 2016 MTNOOI 1.0 hillion 2016-4-25 5 2.; ﬁiun
Diamjian 2018 1.0 billion 20]8-8-22 5 20 hilllm_
_Dianji,u.n Bond 2017 1.0 billion 2017-9-25 5 .I.'I:IhiI.II.On
Fhongdionjian 2004 MTNI 1.0 billion 2000-11-27 5 0.9 hillion
Dianjinn 2016 02 ] 1.0 billion 201 6-6-8 3 107 billion
Ludiansanjian 2016 PINODI 1.0 billion 2006-11-16 5 a 0.5 billion
1 6Shuilishisihd TRO0Z o 1.8 illioms 200671 1 5 0.5 hillion
17 Shuilishisi M'I-"‘."}Ni 1.0 btz 2007-8-14 | 5 0.5 hillion -
B0
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1 i Bond l.
lssuing Offering
Tem Par value Periud
date | price
iyrs)
TENiulonghdTH001 1.0 hillion N8-6-7 5 1.3 hillion
17 Jiubong BATHO0 ] 1.0 hillion 2007-11-15 3 .3 killion
15 Shu;'::hini MTHOI 1.0 hillisn 2005129 . 3 . 0.2 billicn
GEODATA 6.4% BOND 2014-2020 1.4 billiem 2014-10-11 ! 1] | 0,54 béllion
i ;
15 Ludiansanjian FPNOOI 1.0 billion 2015-2-4 [ 5 \ 1.0 billioay
Tl i i 22,391,616,100.00
5.35.2 Ending balance of bonds payable
Items Endling Bal, Beginning Ral.
Zhongshuidion M]I_t.'wpurm: bwsned 112 2980507 388,03 2087 000,989,606
Ahosgshubdi 2001 Cerporate horid YO0 245.572,12
Fhongshuidian 2012 Corperate bond 01 1 995,:414,111.01

2014 Zhongdianjian Bond

115 Dodlar Bond

Dianjian 2016 Corporate Bond 01
Dinnjian Real Esate 20016 MTHOOI
[Nianjinn 2018 01

Dianjinn Bond 2017
Fhongdianian 2004 MTMN)
Dianjian 2016 02

Ludianzanfian 2006 PENODIE

16 Shuiliskis] MTHON2

|7 Shuilishisi MTNOGOI

| & Riuelesnphd THOOT

17 Jiulong MTNOOI

81

| 998,927,829.22
2,042,392,655.34
1.992,031,274.68
1,991,682, 274.79
198241871277

993,570,015.57

S00,000,000.00

SO0 D00, 000,00
S00,000,000.00
T 250,000.00
296,02.5,000.00

244,250,000,
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1988 180.533.86

1,988 480,533, 86

1 BRT 618308 16

FO1036.870.74
HI0,000.000.00
1065798 58188
SO0,000,000,00
SO0, 0000000
2072.750,000.00
250,02 5, 040,00

202,750,000.06
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Notes tothe Financial Statements Houstary Unit: GHY
Items Ending Bal, Deginning Bal.
15 Shuilishisi MTHOI lﬂﬂ.ﬂﬂllﬂm;m i :m.nnu.mnﬁ_
GEODATA 6.4% BOND 2014-2020 15,490,961 53 21.001,200.76
15 Ludinsanjian PFROG) 10000000000
Total IBI93AI68405 1792046474924
5.35.3 Changes in balance of bonds payable
Issuing in Provision for | Preminm/discount Current
Ttem Opening balance Ending balance
cHrrent year Interest at par Amortizalion repayiend
:.hmgthuiulinn 2013 Corporate bond ' a :
2,987 010,989.66 15, CHND, W00 00 2,096,594.37 2.989,307,588.0
2
“hongshuidian 2001 Corporate bomd 52,500, 000,00 hI-IE.IE-I.ﬂ»; - 997,245,372.1
“hongshuiidian 2012 Corporate i - -
L995. 14,11 1.00 104, 600,000.00 2.577.838.58 [ 1.997.991.949.5
ol ¥ | : 1
014 #hangdianian Bond 1994, 346.873.13 114.000,000.00 4 AB0 950,00 : 1,998 827,8209.2
JS Dollar Bond E‘M'm'm'i 2,042,392,655.3
Ninnjkan 2016 Corpormte Bond 01 1,988,180,.533.86 'i'-lllm,llﬂll.ﬂl}_ liﬂ.?dﬂ._ﬂ . I:J;I.DJ 1,274.6
Jinnjinn Real Estate 2016 MTRO01 1.987.6 IS.J-:SI.-]:’:- §2,000,000.00 4,063 87663 - I.'ﬂ.ﬂlﬂl.ﬂ-l.?
Yianjian 2018 01 1'“"'”‘””‘: 44,504, 109,59 1,2%6,637.37 1,982418,712.7
Nianjinn Bond 2007 91 S36.870.74 55, 500,000.00 1.633,14.83 993,570,015.5
;k_tmmiu;qjmn 2004 MTNI 1 _m.uumw u\mnm.nﬁ. m;amu.mm
]iunj;-n EI)I;ﬂQ - 1,065, 798,581 88 -I.S,E'HJ]!?{I : 2.982.630.85 EIU,DW.EW.; BSE.TE1.218.7
udiansanjian 2016 PPNO0T SO0, 00000000 21,750,000 00 'r B mwu.c?w.ﬁ
6 Shuilishisi MTNO02 S00,000,000.00 18,200,000, 0 : S0C,000,004.0
T Bhuilizhisi MTNOOL ﬁﬂﬂ.ﬂﬂl-l.l-lﬂﬂ,m 24,500,000.00 | Sﬂﬂ?ﬂﬂ-ﬁg}
Sulongh THO01 295, 500,000.00 12,698,630 14 J FES.W_EI.I]D -:._ iﬁkﬁ;im
7 liulong, MTRO0I 292,750,000.00 19,500,000, (0 | 1, 500.000.00 ' 294,250,040, 0
5 Shwilizhisi MTNE 200,000.00.00 7..';5&'&*.!'5" : . 200,000, 000. 0
a2
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Specinl acconnis payable

Total

T4.118.324,48

§,717,288,822.40

73.750.852.75

B, 101 480, 90504

5.36.1 Top five Long-term payable with the largest balance at the end of period.

lems

I, Oursicle-plan cxpenses for retired personnel
paid in the way of third panty payment

2. Anhui provinee Land and Resources

Ending Bal,

Beginning Bal.

2,999,764 46118

3,630,683,499.44

3,286,275,037.58 1.132.769.911.90
Developamem Cenire
3. Maotai Nianyin (51 i) Finanee Leasin
S mate) PRwAGE LEwsre 304,325.990.69 351.670.304.75
Co,, Lud.
. Morth Bank Financial Leasing Co., Lid, 248,301,901.40 307283, 442,93
5. Reijing Cultural Scienee & Techno
FRE Ry 180.424.700.40 202.900,739.80
Finamee Leasing Co,, Lid. )
Tatal T.000,0%6,691.25 7,625, 510,808 52
5.36.2 Special accounts payable
ltems Emling Bal, Beginning Bal.
Compensation for demaolithon 9647603 8.592.061.86

83
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|
! Issuing in Provision for | Premiunvdiscount Current
Ttem Opening balance I | Ending balance
curvent year inferest at par Amortization repayiient
IEODATA 6.4% BOND 2014-2020 | 20,00 1,202.76 2380 158.9% -5.520.241.23 15,490,561, 5
3 Ludianssnjian PPNGOT | 100,000,000, 00 63,000,000.00 1 C00 MY, (0. 00 .
‘vlal 179 0 A6, 740,24 | L30024730. 4 A373061076.85 TTEAGLNT L2I00n0me0 | RLLOS02N4ETLS
Mote: Zhongshui 2012 01, Dianjian 2016 02,will be due in 2016.
5.36 Long-term payahle
Tems Ending Bal. Beginuing Bal,
Lonp-term payable 2.663.1 7049792 £.037,739.143,19
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Others 67,018,670.85 65,158,790.89
Total 74,118,324.48 73,750,852.75
5.37 Long-term employee benefits
5.37.1 General picture
Items Ending Bal. Beginning Bal.

1.Past-employment benefits — net liability of
defincd benetits plan

2. Termination benetits

3.0ther long-term benefits
4.Post-employment benelfits- defired

contribution plan

7,941.485,520.24

8,658,095.38

151,904.248.48

8.050.996,368.75

7,182,776.86

134,509,778.10

Tutal

S 0,018, 164,10

4.192,688,97 374

5.37.2 Changes in defined benefits plan

1. Present value of obligation of defined benefit plan

Items 2018 2017
1.0pening balance 8.563,137,703.49 9.492,735,102.49
2.Cast of defined benefit plan recorded 327.409,882.51 289.570,000.00
into profit and loss of current year
1)Service cost of current ycar
2)Service cost of past year
3)Gain or loss in settlement

327,409.882.51 289,570,000.00

4) Interest net amount
3.Cost of defined benefit plan recorded
into other compreliensive incame

D) Actuarinl gain

84

295,709.351.00

299.619.351.00
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Notes to the Financial Statements Monetary Unit: CNY
Ttems 2018 2017
-3.910.000.00 -9,770,000.00

2)Actual return on plan assets
4.0ther changes
1)Consideration paid when settled

2) Paid welfare

-748,657.772.96

-748.657,772.96

-724,937,701.55

-724,937,701.55

5,.Ending balance

8,437,599,166.04

8,563,137,705.49

2. Assets of defined benefits plan

Items

2018

2017

1.Opening balance
2.Cost of defined henefit plan recorded into
profit and loss of current year

1)net interest of current year

3.Cost of defined benetit plan recorded into other

comprehensive income

1) Planned return on assets (netinterest except)
2) Asset ceiling effect (netinterest except)

3) Changes in the impact of asset caps
4.0ther changes

1YConsideration paid at settlement

542,450,000.00

18.520.000.00

18,520.000.00

BE R RIRI

-440.000.00

-18,070,000.00

-154,612,189.60

704.469,897.20

19.470.000.00

19.470,000.00

RIS BRI

-370,000.00

-19,070,000.00

-162,049.897.20

2) Paid welfare -154,612,189.60 -162,049,897.20
S5.Ending balance 387,847,810.40 542,:450,000.00
3. Net liability (asset) of defined benefits plan

Ifems 2018 2017
1.0pening balance 8,020,687,705.49 8,788,265,505.29

2.Cost of defined benelit plan rceorded

into profit and loss of current year

308.889.882.51

85
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3.Cost of dcfined benefit plan recorded
314.219.351.00
into other comprehensive income

-474,789,995.45

4.0ther changes -594,045,583.36 -56G2,887,804.35
S5.Ending balance 8,049,751,355.64 8,020,687,705,49
5.38 Deferred income

Items Ending Bal. Beginning Bal.
Government grant 1,740,884,453.25 1,251,698,923.14
Sale and Jease back §8.173,379.84 97,412,179.16

Total 1,829,057,8;.09 1,5_49,1 11,102.30
5.39 Other non-rurrent linhilities

Itenis Ending Bal. Beginning Bal.
Bond finance entrusted by bank 2,605,196.200.00 2,435,744,200.00
Others 7.415,103,653.28 6,163,711,897.78

Total 10,020,299,853.28 8,59%,456,097.78
5.40 Paid-in eapital

Items Ending Bal. Beginning Bal.
SASAC 31,863.390.118.57 30,914,381,518.57

30,914,381,518.57

Total 31,863,390,118.57

Note:

1.SASAC is the shortened form for State-owned Assets Supervision and Administration Cenmmission of

the State Council.

2.According to financial allocation notice to China Electric Power Construction Group Co., Ltd 2018

central state-owned capital operating bucger issued by the Ministry of finance and SASAC

86
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(CaiQi2018 No. 121), the company received CNY949,008,600.00as the compensation for the

expenditure of the state-owned economy structural adjustment.

5.41 Other equity instroment

Items Ending Bal. Beginning Bal,

Preferred stock 2.959,800,000.00 2.959,800,000.00

Perpetual bond

Total 2,959,800,000.00 2,959,800,000.00

5.42 Capital surplus

Items Ending Bal. Beginning Bal.
Capilal (stack) premium 15.092.097.612.56 19.350.7 1966811
Others 5,179.341,208.85 5.179,341,208.85

Total 20,271,438,851.41 24,510,060,877.29

Note:

1)China Electric Power Construction Co., Ltd. increased the capital reserve of CNY934,467,056.63,
including the new capital premium of CNY 765,256,234 69.

2) The stock premium is decreasedCNYS,193,089,082.51in current year, which was mainly caused hy

evaluation of value added on minority shareholders' equity during the acquisition.

5.43 Other comprehensive income

Item

Opcning Current year occurrence

Ending

87
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LOuker  compaehensive

inconee which shall mol be

veckassilied inlo prafit amd

loss

1 hanges as a r:y.l.l.l"&f 2
remeasurenient  of the

defined  benefit

liakility and asscts

1l

21The shared portion of |

other  comprehensive
income of  invesice
under equily  mthod

which  cannot  be

rechssitied into prolit |

rwd bass b the Mture

4} Others

halance

SS14A16.54832

-$14,406,548.32

L0 ther comprehensive
imcome which shall be
reclassified into profit
and loss in the Mture
1¥The sharedd partion of
ollier conprehensive
income of the invesice
under equity  method
which shall be
reclassified into profit or
Tnzs in the fsure

D hanges in e value
of  finmcial  sssels
mailable for sale
3)Gain  or

reclassifving

loss  lrom
held-to-maturity
investment into financial

assels available for sole

1AT83 3T Th

-57.940, 78879

185,415,079.56

Defore income

[E11

-314, 219,350 00

314,319,350 00

=1 M M5 755 4

B3 250.09

<B12 194 SR 41

Leaw

| rocurded lase sthey

vk i
prcviaut pereiid Bud
manafernd i pris |

wad by o Lmieend

r

Liss

EX[rmAr

=34, 279, 500 (K

214,279,500 05

Past-income tax
anrilated (o the

pareni conpany

-1 TE. 503 850,67

=178,905 B50.67

Past-income
LAy aliributed
o eninarily
sharehalders

=10) 034 00 53

=h00 N G 2

halanee

603, 122,198 99

691 322 VIR0

21721 425

=524 577 S 54

A5 353 616 K1

40,578,163 30

1558087 ™

=24, 72 A25.79

-BE9.651,075.13

223468 H

~1B6 453 3T TR

=17 365 62540

-M4,235.695.02

B
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tl.l‘l'l'l'l' MPET UETUTIETCE
L
ercirdad miw olhad
1nsl-Fc ope ’
s Crpeming il Less PPast-income Lin Ending
Tiefnre incame s ibirihaded
batance praeet ekl ot timcome tax | afivibsted o the balanee
[F1 o minority
trasifeerd it paold EXpIEmEC [Hlﬂ'il CoEpany
sharchalders
and s ol cmanrn
wead
J)EMective  postion  of
pain or loss from cash | -3062368000 PN LR 4,732, 57267 | 1,179,186 65 -16,391 057 44
Flow hedge i
i T
S)boreiyn exchange ;
linoascial i
p . A2 A2 10 719201331 57 JI9.064, 192,67 i 359,238, 830,%0 I620MEITT
Stotements  translation i
difference E E
5) Others !
o 1
Total STEATDITEEE | 434,965,106, i S6,000,01579 | STHL283,797.20 i IWINNGI6ST | LTS IILIT
5.44 Appropriative reserve
liems Ending Bal. Beginning Bal,
Production securily fund 45,340,154 .06 1L ME.618.39
Total 48,340, 154.06 51,748,618.39

Mote: In 2018, the company extracted Production security fund CNY 3,823,088,169.91; Production

security fund of the company’s shares led 1o a decrease of CNY 3,829,496,634.24.

5.45 Surplus reserve

Iems Ending Bal. Reginning Bal.
Statutory surplus reserve 971,718.827.57 75692483790
Discretionary surplus reserve

Tatal 971,T18,827.57 TS;EIMJT.N .

Mote: In 2018, the company extracted for statulory surplus reserve based on [0% of the current net

profit,

&9

—F-196 -




POWER CONSTRUCTION CORPORATION OF CHINA

Notes to the Financial Statements Monetary Unit: CNY
5.46 Undistributed profit

[tems Ending Bal. Beginning Bal.
Opening balance 20.589,783,899.41 23,088,959,110.43

Add:
Adjustment to opening balance
Adjusted opening balance 20.589,783,899.41
Add:
(1) Net income(or losses ) atiributable to
53317 213104.57

parent company for current year

(2) Other adjustment

-6.409.282,174.12

16.679,676,936.31

5,155.780.712.06

Less:
(1) Dristiibnted profit F1T01 980 67 Q1 178 001 76
Inc: Statutory surplus reserve
Provision of Security funds
Appropriation to owners
(2)Extract general risk prepiration 62.378,194.74 61.187,447.20
(3)Payable to commaon stock dividends 1,025.785,700.00 1,090.308,300.00
(4) Ordinary dividend transferred to capital(or
stock)
(5)Othcer adjustment 590,917,870.07
Ending balance 24,013,121,249.50 20,589,783,899.41
5.47 Operating revenue and operating cost
5.47.1 Operating revenue
[tems 2018 2017
90
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Notes to the Financial Statements

Monetary Unit: CNY

Revenue from main operation 402,414.225.674.80

Revenue from other operation 2.117.948,437.54

360.831.170,015.50

2.092,370.274.75

Total 404,532,174,112.34

362,923,540,290.25

5.47.2 Operating cost

Items 2018

2017

Cost [rom main operation 348.961,060,498.08

Cost [rom other operation 1.486,267.801.03

314.414,379,584.52

1.482,004,394.66

Total 350,447,328,299.11

315,896,383,979.18

5.47.3 Constitutien of main operating revenue

Items 2018

2017

I Fngineenng contiacting aperstiond Ssvey el
332.480,561.311.81
design operation

2. Power investnient and operation
3. Real estates development

4. Equipment manufacturing&leasing

15,339,559.278.54

21,230,990,124.18

10.232.834,196.50

298.604.333,404.94

10.660,236,631.82
20.482,465,736.306

11.029,094,991 .98

5.0thers 23,130.230,763.77 20,055,039,250.40
Total 402,414,225,674.80 360,831,170,015.50
5.47.4 Constitution of main operating costs
Ifems 2018 2017

1.Engineering contracting operation& Survey and
design operation

2. Power investment and operation

3. Real estates development

4. Equipment manutacturingé leasing

91

294.969,281.058.58

8,647.402,124.48

16,188.3006.578.58

8.336.885.178.70
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POWER CONSTRUCTION CORPORATION OF CHINA

Notes to the Financial Statements

Monatary Unit: CNY

[tems 2018 2017
5.0thers 20,819,185,557.74 18,377,880,968.30
Total 348,961,060,498.08 314,414,379,584.52

5.48 Taxes and surcharge

Items

2018

2017

I.Urban maintenance and
construction tax

2. Education surcharge

3.Increment tax on land value

4.Stamp Tax

S Properly lax

369.112,641.73

309,565,405.45

1,271,273,652.69

264.,880,660.57

210,257.905.59

345,603,968.860

279.178.112.05

827,471,994.11

169.978.773.34

195,061.315.71

5.Others 1,255,503.274.10
588,464,760.60
Total
3,013,555,026.63 3,072,797,438.17
5.49 Operating expenses
Items 2018 2017
|.Employee benefits 539.005.181.78 524,104,640.90

2.Package,unload,transportion,st
orage and leasing expense

3. Adervertising, display, service
expenses

4. Office expenses and operating

€xpenses

204,805,917.21

342,071,892.28

§2.104.594.07
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Notes to the Financial Statements

Monetary Unit: CNY

Items

2018

2017

5.Repairment expenses
6.Depreciation

7.0thers

7.232.493.60

13.117,407.70

466.979.876.90

Total

1,655,317,363.54

5.479,047.65
16,132,484.20
465,360.557.00

1,696,282,468.98

5.50 General and administrative expenses

Items

2018

2017

1.Employee benefits

2.R&D expenses

3.Depreciation, amortization and
leasing expenses

4. hiavelling, operating and baind
of directors expenses

5.0ffice, property, water and

8.814,027.588.37

164.111,789.89

1.389,782,307.59

591.921.680.32

7.945,936,752.34

13.331.172.78

2,082.326.043.86

837.397.907.99

237.974,424.30 228,125,734.22
electricity fee and garbage fee
6.insurance and repair expense 714,962,195.03 679,122,789.68
7. Consulting fee, agent service

509.498,090.79 397.775.632.13
fee.
8.Others 1,815.287.872.96 1,533,661,422.92

Total 14,537,565,949.25 13,717,677,455.92
5.51 R&D expenses
Items 2018 2017

Stall cost

Raw material

External expenditure

4.395,790,182.31

4,742,082,074.17

1.286.576,523.65
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Notes to the Financial Statements

Monetary Unit: CNY

Ttems 2018 2017
Others 1.346.508,977.05 916,325.879.20
Total 11,770,957,757.18 9,307,626,951.37

5.52 Financial expenses

Ttems

2018

2017

interest expense
Less :
interest income

Net loss of foreign exchange

11,111,709,081.58

3,079,809,450.79

1,319,569,387.74

8,430,639,911.57

2,053,537,788.06

1,298,123,780.18

Service charge 759,504,549.10 603,106,845.18
Total 7,471,834,792.15 8,278,332,748.87
5.53 Assets impairment loss
Items 2018 2017
|.Bad debt loss 2,632,310,622.01 970.002,437.67

2.Devalued inventories loss

3.Long-term equity investment impairment loss
4.Fixed assets impairment loss

5.Engineering materials

6.Construction in progress impairment loss
7.Intangibte assets impairment loss

8.Goodwill impairment loss

9.0ther loss

1,167,982,035.21
20,076.464.56
6,113,896.22
368.422.13
627.645.24
1.610.458.71
44,941,893.64

-445,554.70

283.997,197.79
25.518.768.68
249.642.354.51
40,839,026.02
1,203,287.40

27.744,896.40

3,012,190.76

Total

3,879,585,883.02

1,601,960,159.23
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Notes to the Financial Statements Monetary Unit: CNY
5.54 The profit on the changes in fair value
2018 2017

Sources of changes in fair value

| .Financial assct at fair value through profit or loss

Ins:

Profit in fair value from derivative financial instruments
2. Financial liabilities at fair value through profit and loss

3. Investment propertyat fair value

-2,851.602.30

-3.217,233.69

-1.607,677.70

292,529.61

4,703,153.31

4.Cthers

Total -7,676,513.69 4,995,682.92
5.55 The profit on assets disposal

Hems 2018 2017

1.Fixed asset disposal
2. Intangible asset disposal

3. Cther asset isposal

160.224,312.22
125,664,205.25

1.065,901.96

91.351,689.42
4,956,146.12

8.993,799.73

Total 286,954,419.43 105,301,635.27
5,56 Investment income
[tems 2018 2017

I.Investment income from long-term equity investment recorded
by cost method

2.Investment income from long-term cquity investment recorded
by equity method

3.Income from the disposal of long-term equity investment

4 Investment income from [inancial assets measured at fair value

95
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Monetary Unit: CNY

1tems

2018

2017

and variation of which is recorded into profit and loss when the ¥
arc held

3. Investment incomse from disposal of financial asscts measured at
fair value and variation of which is recorded into profit and loss
6.Investment income Irom invesiment held to maturity when they
arc held

7.Investment income from f{inancial assets available for sale when
they are held

8.Investment income from disposal of financial asscts available for
sale

9.Gain from remeasuring the lefl stock at fair value after losing
control

10.Others

Total

4,333,368.33

125,148,246.93

103,911,888.52

15,228,105.23

1,057,681,779.34

2,737,877.23

100,311,651.50

3,012, 471.30

4,957,126.68

1,205,223, 146.70

5.57 Other income

Items

2018

2017

|.Government subsidy

80,263,249.95

51,923,047.53

2.Surcharge refund of personal income tax 38,014,632.88 12.334,900.14
3. Others 149,491.12
Total 119,027,373.95 64,257,947.67

5.58 Non-operating revenue
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Notes to the Financial Statements

Monetary Unit: CNY

Non-operating

revenue
Ttems 2018 2017
accounted in
current period
L.Gain from non-current assets
39.482,134.10 13,767.360.96 39.482,134.10

disposal
Ins:
Gain from fixed assets disposal 37.140.440.69 12.636,145.94 37.140,440.69
Gain from intangible disposal
Gain from construction in progress
Others 234169341 1.131,215.02 2,341,693.41
2.Gain from debt restructure 11,125,850.76 5,211,622.08 11.125,850.76
3. Government subsidy 408,686,732.59 490,259,450.57 408,686,732.59
4. Overage profit 1.243.940.56 251.604.77 1.243.940.560
3. Donation inconie 3391400 1809.774.00 5.391.00
6.Default compensation income 08,501,518.41 25.4235,030.07 08,501,518.41
7.0thers 145,098,081.76 119,685.687.81 145,008,081.76

Total 674,143,649.18 657,412,530.86 674,143,649.18
Note:

"Others" mainly include: buy-out firms price adjustment, accelerated compensation, insurance

company claims and so on,

5.59 Non-operating expenditures

Items

2018

Non-gperating
2017 lost accounted in

eurrent period

1.Loss from non-current assets

25.635.245.54

97
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Notes to the Financial Statements

Monetary Unit: CNY

Items

2018

2017

Non-operating
lost accounted in

current period

disposal
Ins:

Loss from fixed assets disposal

Loss from fixed assets discarded

as useless

Loss from intangible disposal
Loss  from  construction
progressdisposal

Others

2.Loss from debt restructure
3. Donation expenditures

4, Abnormal loss

5.Inventory loss

6, Tax delay charge and penalty

6.Default compensation

in

25,635,2435.54

1,023,542.00
72.799.068.26
700,658.22
18.055.78

34,380.,919.16

50,002,083.08

66,436.00

44,306.84

1.474.878.97

26.741.106.61

33.690.783.19

870,196.57

39.545.601.64

25.635.245.54

1,023,542,00
72.799.068.26
700,658.22
18,055.78

34,380,919.16

03,849,926.02 36,414,696.65 63,849,926.02
expenditures
7.0thers 236,277,876.92 405,081.669.05 236.277,876.92
Total 434,685,291.90 593,931,758.60 434,685,291.90
5.60 Income tax
Items 2018 2017

Current period income tax expenses

Deferred income tax expenses

3.979,782,959.23

-731.438.705.05

3.413,664,544.37

-189,606,294.27

Total

3,248,344,254.18

3,224,058,250.10
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