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 and the listing document referred to herein have been published for
information purposes only as required by the Rules Governing the Listing of Securities on
The Stock Exchange of Hong Kong Limited (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.
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This announcement is issued pursuant to Rule 37.39A of the Listing Rules. Reference is
made to the notice of the listing of the Bonds on The Stock Exchange of Hong Kong Limited
dated 28 November 2022, the Bonds as described in the offering circular dated 21 November
2022 (the “Offering Circular”) (appended herewith) are issued 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.

Notice to Hong Kong Investors: Jinan Shuntong International Co. Limited 5 Fg % 4 B [
A PR F] (the “Issuer”) and Jinan Rail Transit Group Co., Ltd. (775 e LA 3 4 4 1B A R
v ]) (the “Guarantor”) confirm that the Bonds are intended for purchase by Professional
Investors only and have been listed on The Stock Exchange of Hong Kong Limited on that
basis. Accordingly, the Issuer and the Guarantor confirm that the Bonds are not appropriate as
an investment for retail investors in Hong Kong. Investors should carefully consider the risks
involved.

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.

The Offering Circular must not be regarded as an inducement to subscribe for or purchase any
securities of the Issuer and the Guarantor, and no such inducement is intended. No investment
decision should be made based on the information contained in the Offering Circular.

Hong Kong, 29 November 2022

As at the date of this announcement, the directors of Jinan Shuntong International Co. Limited
V2 R 5 78 1 B A FR 2 A are Mr. Sun Mingjian and Mr. Yu Lei.

As at the date of this announcement, the directors of Jinan Rail Transit Group Co., Ltd. (7
7 3 2E B f BR 2N F] ) are Mr. Chen Sibin, Mr. Wang Bozhi, Ms. Lv Jianxin, Mr. Yang
Chenglin, Mr. Zhou Youzhi, Mr. Wang Xiaojun, Mr. Li Liping, Mr. Hu Anhong and Mr. Yu
Lei.



IMPORTANT NOTICE
THIS OFFERING IS AVAILABLE ONLY TO INVESTORS WHO ARE ADDRESSEES
OUTSIDE THE UNITED STATES.

IMPORTANT: You must read the following disclaimer before continuing. The following disclaimer applies to
the attached offering circular (the “Offering Circular”). You are advised to read this disclaimer carefully before
accessing, reading or making any other use of the attached Offering Circular. In accessing the attached 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 from us as a result of such access.

Confirmation of Your Representation: This Offering Circular is being sent to you at your request and by
accepting the e-mail and accessing the attached Offering Circular, you shall be deemed to represent to Jinan
Shuntongﬁlnternational Co. Limited (7% ra %% 4 B B A1 FRZA A]) (the “Issuer”), Jinan Rail Transit Group Co., Ltd.
(75 7 2 20 W 42 A RS 7)) (the “Guarantor” or the “Company”), CCB International Capital Limited, Hua
Xia Bank Co., Limited Hong Kong Branch, China Everbright Bank Co., Ltd., Hong Kong Branch, CEB
International Capital Corporation Limited, Bank of Communications Co., Ltd. Hong Kong Branch, CNCB (Hong
Kong) Capital Limited, Luso International Banking Limited, Huatai Financial Holdings (Hong Kong) Limited,
Guolian Securities International Capital Co., Ltd, Shanghai Pudong Development Bank Co., Ltd., Hong Kong
Branch, Shenwan Hongyuan Securities (H.K.) Limited, China Galaxy International Securities (Hong Kong) Co.,
Limited, China International Capital Corporation Hong Kong Securities Limited, Guotai Junan Securities (Hong
Kong) Limited, Zhongtai International Securities Limited and Haitong International Securities Company Limited
(together, the “Managers”) that the e-mail address that you gave us and to which this e-mail has been delivered
is not located in the United States, its territories or possessions, and you consent to delivery of the attached
Offering Circular and any amendments or supplements thereto by electronic transmission.

The attached 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 none of the Issuer, the Guarantor, the Managers, the Trustee (as defined in the attached Offering
Circular) or the Agents (as defined in the Terms and Conditions of the Bonds) or any of their respective
affiliates, directors, officers, employees, representatives, advisers, agents and each person who controls the
Managers accepts any liability or responsibility whatsoever in respect of any discrepancies between the
document distributed to you in electronic format and the hard copy version. We will provide a hard copy version
to you upon request.

Restrictions: The attached Offering Circular is being furnished in connection with an offering exempt from
registration under the U.S. Securities Act of 1933, as amended (the “Securities Act”) solely for the purpose of
enabling a prospective investor to consider the purchase of securities described in the attached Offering Circular.
You are reminded that the information in the attached Offering Circular is not complete and may be changed.

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER TO SELL OR A
SOLICITATION OF AN OFFER TO BUY ANY SECURITIES IN ANY JURISDICTION WHERE IT IS
UNLAWFUL TO DO SO. THE SECURITIES REFERRED TO IN THE OFFERING CIRCULAR HAVE
NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE U.S. SECURITIES ACT OF 1933, AS
AMENDED (THE “SECURITIES ACT”) OR UNDER ANY SECURITIES LAWS OF ANY STATE OR
OTHER JURISDICTION OF THE UNITED STATES AND MAY NOT BE OFFERED, SOLD, RESOLD
TRANSFERRED OR DELIVERED DIRECTLY OR INDIRECTLY, WITHIN THE UNITED STATES.

Singapore SFA Product Classification — In connection with Section 309B of the Securities and Futures Act
(Chapter 289) of Singapore (the “ SFA “) and the Securities and Futures (Capital Markets Products) Regulations
2018 of Singapore (the “CMP Regulations 2018"), the Issuer has determined, and hereby notifies all relevant
persons (as defined in Section 309A(1) of the SFA), that the Bonds are ‘prescribed capital markets products’ (as
defined in the CMP Regulations 2018) and are 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).

You are reminded that you have accessed the attached Offering Circular 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 document,
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 Offering
Circular.

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

THE ATTACHED OFFERING CIRCULAR MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY
OTHER PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER. YOU ARE
NOT AUTHORISED TO AND YOU MAY NOT FORWARD OR DELIVER THE ATTACHED OFFERING
CIRCULAR, ELECTRONICALLY OR OTHERWISE, TO ANY OTHER PERSON OR REPRODUCE
SUCH OFFERING CIRCULAR IN ANY MANNER WHATSOEVER. ANY FORWARDING,
DISTRIBUTION OR REPRODUCTION OF THE ATTACHED OFFERING CIRCULAR IN WHOLE OR
IN PART IS UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A
VIOLATION OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS.

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



OFFERING CIRCULAR STRICTLY CONFIDENTIAL
Jinan Shuntong International Co. Limited

(V% e %7 2 I B A PR 2 ]

(incorporated in Hong Kong with limited liability)
US$200,000,000 6.75 per cent. Guaranteed Green Bonds due 2023

unconditionally and irrevocably guaranteed by

Jinan Rail Transit Group Co., Ltd.
(T P L2 22 2 AL A R 4 H))

(a company incorporated in the People’s Republic of China with limited liability)
Issue Price: 100.00 per cent.

The 6.75 per cent. Guaranteed Green Bonds due 2023 in the aggregate principal amount of US$200,000,000 (the “Bonds”) will be issued by Jinan Shuntong
International Co. Limited (i %7l [ [% 7 iR 2y 7]) (the “Issuer”) and will be unconditionally and irrevocably guaranteed (the “Guarantee”) by Jinan Rail
Transit Group Co., Ltd. (Vi g A7 R2A @) (the “Guarantor” or the “Company”). The Issuer is a direct wholly-owned subsidiary of the

Guarantor.

The Bonds will bear interest on their outstanding principal amount from and including 28 November 2022 (the “Issue Date”) at the rate of 6.75 per cent.
per annum, payable in arrear on 28 May 2023 and 27 November 2023. The Bonds will constitute direct, general, unconditional, unsubordinated and, subject
to Condition 3(a) of the Terms and Conditions of the Bonds, unsecured obligations of the Issuer and shall at all times rank pari passu among themselves
and at least pari passu with all other present and future unsecured obligations of the Issuer, save for such obligations as may be preferred by provisions of
law that are both mandatory and of general application.

The Guarantor will enter into a deed of guarantee (the “Deed of Guarantee”) with China Construction Bank (Asia) Corporation Limited ([ 2 s 4R 17 (i
MR ATFRAF]) (the “Trustee”) on 28 November 2022. The Guarantor undertakes that it will register or cause to be registered with the State
Administration of Foreign Exchange or its local counterparts (“SAFE") the Deed of Guarantee in accordance with, and within the time period prescribed by,
the Provisions on the Foreign Exchange Administration of Cross-border Guarantees (5 5% Jf ) 445 #1L1 7£) (“Cross-border Security Registration”), and
will use its best endeavours to complete the Cross-border Security Registration and obtain a registration record from SAFE on or before the SAFE
Registration Deadline (being 120 PRC Business Days (as defined in the Terms and Conditions of the Bonds) after the Issue Date) and comply with all
applicable PRC laws and regulations in relation to the Guarantee. The obligations of the Guarantor under the Guarantee shall, save for such obligations as
may be preferred by provisions of law that are both mandatory and of general application and subject to Condition 3(a) of the Terms and Conditions of the
Bonds, at all times rank at least pari passu with all other present and future unsecured obligations of the Guarantor.

The Bonds will mature on 27 November 2023 at their principal amount. The Bonds may be redeemed at the option of the Issuer in whole, but not in part, at
any time, on giving not less than 30 nor more than 60 days’ notice to the Bondholders (as defined in the Terms and Conditions of the Bonds) and in writing
to the Trustee and the Principal Paying Agent at their principal amount (together with any interest accrued to (but excluding) the date fixed for redemption)
in the event that immediately before giving such notice, the Issuer satisfies the Trustee that, the Issuer or the Guarantor, as the case may be, has or will
become obliged to pay Additional Amounts (as defined in the Terms and Conditions of the Bonds) as a result of any change in, or amendment to, the laws
or regulations of Hong Kong, the PRC, as the case may be, 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) and such obligation
cannot be avoided by the Issuer, or the Guarantor, as the case may be, taking reasonable measures available to it, as further described in Condition 5(b) of
the Terms and Conditions of the Bonds. The Bonds may also be redeemed at the option of the Bondholders at 101 per cent. of the principal amount,
together with accrued interest, upon the occurrence of a Change of Control (as defined in the Terms and Conditions of the Bonds) or at 100 per cent. of the
principal amount, together with accrued interest, upon the occurrence of a No Registration Event (as defined in the Terms and Conditions of the Bonds) as
further described under “Terms and Conditions of the Bonds”.

Investing in the Bonds involves certain risks. See “Risk Factors” beginning on page 12.

Application will be made to The Stock Exchange of Hong Kong Limited (the “Hong Kong Stock Exchange”) for the listing of the Bonds by way of debt
issues to professional investors (as defined in Chapter 37 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited
(“Professional Investors”) only. This Offering Circular is for distribution to Professional Investors only.

Notice to Hong Kong investors: Each of the Issuer and the Guarantor confirms that the Bonds are intended for purchase by Professional Investors only and
will be listed on the Hong Kong Stock Exchange on that basis. Accordingly, each of the Issuer and the Guarantor confirms that the Bonds 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 Offering Circular, other than to ensure that the prescribed form disclaimer
and responsibility statements, and a statement limiting distribution of this Offering Circular to Professional Investors only have been reproduced in
this Offering Circular. Listing of the Bonds on the Hong Kong Stock Exchange is not to be taken as an indication of the commercial merits or credit
quality of the Bonds, the Issuer, the Guarantor, the Group or the quality of disclosure in this Offering Circular. Hong Kong Exchanges and Clearing
Limited and the Hong Kong Stock Exchange take no responsibility for the contents of this Offering Circular, make no representation as to its accuracy or
completeness and expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents
of this Offering Circular.

The Bonds are expected to be rated “A-" by Fitch Ratings Inc. (“Fitch”). The Guarantor is rated “A-" by Fitch. Such ratings are not a recommendation to
buy, sell or hold the Bonds or any other securities of the Issuer and may be subject to suspension, reduction or withdrawal at any time by the assigning
rating agency. A suspension, reduction or withdrawal of the rating assigned to the Guarantor or the Bonds may adversely affect the market price of the
Bonds.

The Bonds and the Guarantee have not been and will not be registered under the U.S. Securities Act of 1933 (the “Securities Act”) and, subject to certain
exceptions, may not be offered or sold within the United States. The Bonds and the Guarantee are being offered and sold outside of the United States in
reliance on Regulation S under the Securities Act. For a description of certain further restrictions on offers and sales of the Bonds and the distribution of
this Offering Circular, see the section entitled “ Subscription and Sale” on page 144.

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

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

Sole Global Coordinator
CCB International
Joint Lead Managers and Joint Bookrunners

CCB International Hua Xia Bank Co., Limited China Everbright Bank Bank of CNCB Capital
Hong Kong Branch Communications
Luso Bank Ltd. Huatai International Guolian Securities Shanghai Pudong Shenwan Hongyuan (H.K.)
International Development Bank

Hong Kong Branch

China Galaxy International China International Capital Guotai Junan International Zhongtai International Haitong International
Corporation

Sole Green Structuring Advisor
CCB International

Offering Circular dated 21 November 2022



IMPORTANT NOTICE

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

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

Each of the Issuer and the Company, having made all reasonable enquiries, confirms that (i)
this Offering Circular contains all information with respect to the Issuer, the Company, and the
Company’s subsidiaries (collectively, the “Group”), the Bonds and the Guarantee, which is
material in the context of the issue and offering of the Bonds; (ii) the statements contained in
this Offering Circular relating to the Issuer, the Company and the Group are in every material
respect true and accurate and not misleading; (iii) the opinions and intentions expressed in this
Offering Circular with regard to the Issuer, the Company and the Group are honestly and
reasonably held, have been reached after considering all relevant circumstances and are based on
reasonable assumptions; (iv) there are no other facts in relation to the Issuer, the Company, the
Group, the Bonds or the Guarantee, the omission of which would, in the context of the issue and
offering of the Bonds, make any statement, opinion or intention expressed in this Offering
Circular misleading in any material respect; and (v) all reasonable enquiries have been made by
the Issuer and the Company to ascertain such facts and to verify the accuracy of all such
information and statements. In addition, each of the Issuer and the Company accepts full
responsibility for the accuracy of the information contained in this Offering Circular.

This Offering Circular has been prepared by the Issuer and the Company solely for use in
connection with the proposed offering of the Bonds described in this Offering Circular. The
distribution of this Offering Circular and the offering of the Bonds in certain jurisdictions may
be restricted by law. Persons into whose possession this Offering Circular comes are required by
the Issuer, the Company and the Managers to inform themselves about and to observe any such
restrictions. No action is being taken to permit a public offering of the Bonds or the distribution
of this Offering Circular in any jurisdiction where action would be required for such purposes.
There are restrictions on the offer and sale of the Bonds and the circulation of documents
relating thereto, in certain jurisdictions including the United States, the United Kingdom, the
People’s Republic of China, Hong Kong and Singapore to persons connected therewith. For a
description of certain further restrictions on offers, sales and resale of the Bonds and distribution
of this Offering Circular, see “Subscription and Sale”.



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

The Issuer has submitted this Offering Circular confidentially to a limited number of
institutional investors so that they can consider a purchase of the Bonds. Neither the Issuer nor
the Company has authorised its use for any other purpose. This Offering Circular may not be
copied or reproduced in whole or in part. It may be distributed only to and its contents may be
disclosed only to the prospective investors to whom it is provided. By accepting delivery of this
Offering Circular, each investor agrees to these restrictions.

Singapore SFA Product Classification — In connection with Section 309B of the Securities
and Futures Act (Chapter 289) of Singapore (the “SFA”) and the Securities and Futures
(Capital Markets Products) Regulations 2018 of Singapore (the “ CMP Regulations 2018"), the
Issuer has determined, and hereby notifies all relevant persons (as defined in Section 309A(1) of
the SFA), that the Bonds are ‘prescribed capital markets products’ (as defined in the CMP
Regulations 2018) and are 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 BONDS, ANY MANAGER (OR
PERSONS ACTING ON ITS BEHALF) APPOINTED AS THE STABILISATION
MANAGER (THE “STABILISATION MANAGERS') MAY OVER-ALLOT BONDS OR
EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF
THE BONDS AT A LEVEL HIGHER THAN THAT WHICH MIGHT OTHERWISE
PREVAIL. HOWEVER, STABILISATION MAY NOT NECESSARILY OCCUR. ANY
STABILISATION ACTION MAY BEGIN ON OR AFTER THE DATE ON WHICH
ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF THE OFFER OF THE
RELEVANT TRANCHE OF NOTES IS MADE AND, IF BEGUN, MAY CEASE AT ANY
TIME, BUT IT MUST END NO LATER THAN THE EARLIER OF 30 DAYSAFTER THE
ISSUE DATE AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT OF THE
RELEVANT BONDS. ANY STABILISATION ACTION OR OVER-ALLOTMENT MUST BE
CONDUCTED BY THE RELEVANT STABILISATION MANAGER(S) (OR PERSON(S)
ACTING ON BEHALF OF ANY STABILISATION MANAGER(S)) IN ACCORDANCE
WITH ALL APPLICABLE LAWS AND RULES.



In connection with the offering of the Bonds, the Managers and/or their respective
affiliates, or affiliates of the Issuer and/or the Company may act as investors and place orders,
receive allocations and trade the Bonds for their own account and such orders, allocations or
trading of the Bonds may be material. These entities may hold or sell such Bonds or purchase
further Bonds for their own account in the secondary market or deal in any other securities of
the Issuer and/or the Company, and therefore, they may offer or sell the Bonds or other
securities otherwise than in connection with the offering of the Bonds. Accordingly, references
herein to the offering of the Bonds should be read as including any offering of the Bonds to the
Managers and/or their respective affiliates, or affiliates of the Issuer and/or the Company as
investors 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 applicable legal or
regulatory requirements. If such transactions occur, the trading price and liquidity of the Bonds
may be impacted.

None of the Issuer, the Company and the Managers is making an offer to sell the Bonds in
any jurisdiction except where an offer or sale is permitted. The distribution of this Offering
Circular and the offering of the Bonds may in certain jurisdictions be restricted by law. None of
the Issuer, the Company and the Managers represents that this Offering Circular may be lawfully
distributed, or that the Bonds may be lawfully offered, in compliance with any applicable
registration or other requirements in any such jurisdiction, or pursuant to an exemption available
thereunder, or assume any responsibility for facilitating any such distribution or offering. In
particular, no action has been taken by the Issuer, the Company or the Managers which is
intended to permit a public offering of the Bonds or the distribution of this Offering Circular in
any jurisdiction where action for that purpose is required. Accordingly, no Bonds may be offered
or sold, directly or indirectly, and neither this Offering Circular nor any advertisement or other
offering material may be distributed or published in any jurisdiction, except under circumstances
that will result in compliance with any applicable laws and regulations. Persons into whose
possession this Offering Circular comes are required by the lssuer, the Company and the
Managers to inform themselves about and to observe any such restrictions. Each prospective
purchaser of the Bonds must comply with all applicable laws and regulations in force in any
jurisdiction in which it purchases, offers or sells the Bonds or possesses or distributes this
Offering Circular and must obtain any consent, approval or permission required under any
regulations in force in any jurisdiction to which it is subject or in which it makes such
purchases, offers or sales, and none of the Issuer, the Company and the Managers shall have any
responsibility therefor.

None of the Managers, the Trustee or the Agents or any of their respective affiliates,
directors or advisors undertakes to review the financial condition or affairs of the Issuer or the
Company during the life of the arrangements contemplated by this Offering Circular nor to
advise any investor or potential investor in the Bonds of any information coming to the attention
of the Managers, the Trustee or the Agents.

You are responsible for making your own examination of the Issuer and the Group and your
own assessment of the merits and risks of investing in the Bonds. The Bonds have not been
recommended by any federal or state securities commission or regulatory authority. Furthermore,
the foregoing authorities have not confirmed the accuracy or determined the adequacy of this
Offering Circular. Any representation to the contrary is a criminal offence. These securities are
subject to restrictions on transferability and resale and may not be transferred or resold except as
permitted under the Securities Act and applicable state securities laws or exemption therefrom.



You should be aware that you may be required to bear financial risks of this investment for an
indefinite period of time.

No representation or warranty, express or implied, is made or given by the Managers, the
Trustee or the Agents as to the accuracy, completeness or sufficiency of the information
contained in this Offering Circular, and nothing contained in this Offering Circular is, or shall
be relied upon as, a promise, representation or warranty by the Managers, the Trustee or the
Agents. None of the Managers, the Trustee and the Agents has independently verified any of the
information contained in this Offering Circular and can give any assurance that this information
is accurate, truthful or complete. Each person receiving this Offering Circular acknowledges that
such person has not relied on any of the Managers, the Trustee, the Agents or any of their
respective affiliates, directors, officers, employees, representatives, advisers, agents or any
person who controls any of them in connection with its investigation of the accuracy of such
information or its investment decision. To the fullest extent permitted by law, none of the
Managers, the Trustee and the Agents or any of their respective affiliates, directors, officers,
employees, representatives or any person who controls any of them accept any responsibility
whatsoever for the contents of this Offering Circular or for any other statement, made or
purported to be made by the Managers, the Trustee or the Agents or on its or their behalf in
connection with the Issuer, the Company, the Group, the issue and offering of the Bonds or the
Guarantee. Each of the Managers, the Trustee and the Agents and their respective affiliates,
directors, officers, employees, representatives, advisers, agents and each person who controls
any of them accordingly disclaims all and any liability whether arising in tort or contract or
otherwise which it might otherwise have in respect of this Offering Circular or any such
statement.

This Offering Circular is not intended to provide the basis of any credit or other evaluation
nor should it be considered as a recommendation by any of the lIssuer, the Company, the
Managers, the Trustee or the Agents that any recipient of this Offering Circular should purchase
the Bonds. Each potential purchaser of the Bonds should determine for itself the relevance of the
information contained in this Offering Circular and its purchase of the Bonds should be based
upon such investigations with its own tax, legal and business advisers as it deems necessary.

In making an investment decision, investors must rely on their own examination of the
Issuer, the Company, the Group and the terms of the offering, 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 Bonds.

Notice to capital market intermediaries and prospective investors pursuant to paragraph 21
of the Hong Kong SFC Code of Conduct — Important Notice to Prospective I nvestors

Prospective investors should be aware that certain intermediaries in the context of the
offering of the Bonds, including certain Joint Lead Managers, are “capital market
intermediaries” (together, the “CMI1s") subject to Paragraph 21 of the Code of Conduct for
Persons Licensed by or Registered with the Securities and Futures Commission (the “Code").
This notice to prospective investors is a summary of certain obligations the Code imposes on
such CMIs, which require the attention and cooperation of prospective investors. Certain CMIs
may also be acting as “overall coordinators” (together, the “OCs*) for the offering and are
subject to additional requirements under the Code.
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Prospective investors who are the directors, employees or major shareholders of the Issuer,
the Guarantor, a CMI or its group companies would be considered under the Code as having an
association (an “Association”) with the Issuer, the Guarantor, the CMI or the relevant group
company. Prospective investors associated with the Issuer, the Guarantor or any CMI (including
its group companies) should specifically disclose this when placing an order for the Bonds and
should disclose, at the same time, if such orders may negatively impact the price discovery
process in relation to the offering. Prospective investors who do not disclose their Associations
are hereby deemed not to be so associated. Where prospective investors disclose their
Associations but do not disclose that such order may negatively impact the price discovery
process in relation to the offering, such order is hereby deemed not to negatively impact the
price discovery process in relation to the offering.

Prospective investors should ensure, and by placing an order prospective investors are
deemed to confirm, that orders placed are bona fide, are not inflated and do not constitute
duplicated orders (i.e. two or more corresponding or identical orders placed via two or more
CMIs). If a prospective investor is an asset management arm affiliated with any Joint Lead
Manager, such prospective investor should indicate when placing an order if it is for a fund or
portfolio where the Joint Lead Manager or its group company has more than 50% interest, in
which case it will be classified as a “proprietary order” and subject to appropriate handling by
CMIs in accordance with the Code and should disclose, at the same time, if such “proprietary
order” may negatively impact the price discovery process in relation to the offering. Prospective
investors who do not indicate this information when placing an order are hereby deemed to
confirm that their order is not such a “proprietary order”. If a prospective investor is otherwise
affiliated with any Joint Lead Manager, such that its order may be considered to be a
“proprietary order” (pursuant to the Code), such prospective investor should indicate to the
relevant Joint Lead Manager when placing such order. Prospective investors who do not indicate
this information when placing an order are hereby deemed to confirm that their order is not such
a “proprietary order”. Where prospective investors disclose such information but do not disclose
that such “proprietary order” may negatively impact the price discovery process in relation to
the offering, such “proprietary order” is hereby deemed not to negatively impact the price
discovery process in relation to the offering.

Prospective investors should be aware that certain information may be disclosed by CMls
(including private banks) which is personal and/or confidential in nature to the prospective
investor. By placing an order, prospective investors are deemed to have understood and
consented to the collection, disclosure, use and transfer of such information by the Joint Lead
Managers and/or any other third parties as may be required by the Code, including to the Issuer,
the Guarantor, any OCs, relevant regulators and/or any other third parties as may be required by
the Code, it being understood and agreed that such information shall only be used for the
purpose of complying with the Code, during the bookbuilding process for the offering. Failure to
provide such information may result in that order being rejected.



CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

Unless otherwise indicated, all references in this Offering Circular to “China” or the
“PRC” are to the People’s Republic of China and, for the purpose of this Offering Circular only,
excluding Hong Kong, the Macau Special Administrative Region of the PRC and Taiwan, and all
references to “Hong Kong” and “Macau” are to, respectively the Hong Kong Special
Administrative Region and the Macao Special Administrative Region of China.

Unless otherwise specified or the context requires, all references in this Offering Circular
to “Renminbi” or “RMB” or “CNY” are to the lawful currency of the PRC and all references to
“US dollars” or “US$” or “USD” are to the lawful currency of the United States of America.

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

Market data and certain industry forecasts and statistics in this Offering Circular have been
obtained from both public and private sources, including market research, publicly available
information and industry publications. Although this information is believed to be reliable, it has
not been independently verified by the Issuer, the Company, the Managers, the Trustee, the
Agents or their respective directors and advisers, and none of the Issuer, the Company, the
Managers, the Trustee, the Agents nor their respective directors and advisors make any
representation as to the accuracy or completeness of that information. Such information may not
be consistent with other information compiled within or outside the PRC. In addition, third party
information providers may have obtained information from market participants and such
information may not have been independently verified.

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

The Group records and publishes financial statements in Renminbi. Unless otherwise stated
in this Offering Circular, all translations from Renminbi amounts to US dollars were made at the
rate of RMB6.3726 to US$1.00, the noon buying rate in New York City for cable transfers
payable in Renminbi as certified for customs purposes by the Federal Reserve Bank of New
York on 30 December 2021. All such translations in this Offering Circular are provided solely
for your convenience and no representation is made that the Renminbi amounts referred to
herein have been, could have been or could be converted into US dollars, or vice versa, at any
particular rate or at all. For further information relating to the exchange rates, see the section
entitled “Exchange Rate Information”.
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In this Offering Circular, unless otherwise indicated or the context otherwise requires,
references to:

. “COVID-19" refers to the novel coronavirus disease;

. “GDP” refers to gross domestic product;

. “GFA” refers to gross floor area;

. “IFRS" refers to the International Financial Reporting Standards;

. “Jinan City” or “Jinan” refers to Jinan, the capital city of Shandong Province in
Ching;

. “Jinan SASAC” refers to State-owned Assets Supervision and Administration
Commission of Jinan People’s Government (JrgTH A RBUNEIA & EESEHZER
);

. “Jinan Metro” refers to the rail transit system in Jinan City;

. “Jinan Municipal Government” refers to Jinan Municipal People’s Government (7%
A N REUR);

. “k.m.” refers to kilometres;

. “MLR” refers to the Ministry of Land and Resources of the People’s Republic of
Ching;

. “MOF” refers to Ministry of Finance of the People’s Republic of China;
. “MOFCOM?” refers to the Ministry of Commerce of the People’s Republic of Ching;

. “NDRC” are to the National Development and Reform Commission of the People’s
Republic of China or its local counterparts;

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

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

. “Qingdao Metro” refers to the rail transit system in Qingdao, a prefecture level city
in Shandong Province;

. “SAFE” are to the State Administration of Foreign Exchange of the People’s Republic
of China or its competent local counterparts;
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. “SAT” refers to the State Administration of Taxation of the People’s Republic of

Ching;
*  “sg.m.” refers to square metres;
. “sg.km.” refers to square kilometres;
. “State Council” refers to the State Council of the People’s Republic of China;
. “VAT” refers to value-added tax; and
. “Xuzhou Metro” refers to the rail transit system in Xuzhou, a prefecture level city in

Jiangsu Province.

The Group’s financial statements are prepared in accordance with PRC GAAP which differ
in certain respects from generally accepted accounting principles in certain other countries.

Unless the context otherwise requires, references to “2019”, “2020” and “2021” in this

Offering Circular are to the Group’s financial years ended 31 December 2019, 2020 and 2021,
respectively.
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PRESENTATION OF FINANCIAL INFORMATION

This Offering Circular contains consolidated financial information of the Company as at
and for the years ended 31 December 2019, 2020 and 2021, which has been extracted from the
audited consolidated financial statements of the Company as at and for the years ended 31
December 2020 (“2020 Consolidated Financial Statements’) and 2021 (“2021 Consolidated
Financial Statements”, together with the 2020 Consolidated Financial Statements, “Audited
Financial Statements’). The Audited Financial Statements were prepared and presented in
accordance with the Accounting Standards for Business Enterprises in the PRC (“PRC GAAP”)
as promulgated by MOF from time to time. The Audited Financial Statements have been audited
by Pan-China Certified Public Accountants (“PCCPA"), the Company’s independent auditors.

This Offering Circular includes figures relating to EBITDA. EBITDA is not a standard
measure under PRC GAAP. EBITDA is a widely used financial indicator of a company’s ability
to service and incur debt. EBITDA should not be considered in isolation or construed as an
alternative to cash flows, net income or any other measure of performance or as an indicator of
the Company’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 operating expenses and the amount by
which EBITDA exceeds capital expenditures and other charges. The Company has included
EBITDA because the Company believes that it is a useful supplement to cash flow data as a
measure of the Company’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
titlted measures presented by other companies. Investors should not compare the Company’s
EBITDA to EBITDA presented by other companies because not all companies use the same
definition.

PRC GAAP differs in certain respects from IFRS. See “Summary of Certain Differences
between PRC GAAP and IFRS".

As the financial statements of the Company are prepared in Chinese in accordance with
PRC GAAP, the Company has prepared English translations of such financial statements which
are included in this Offering Circular. None of the Managers, the Trustee or the Agents have
independently verified or checked the accuracy of the English translations and can give no
assurance that the information contained in the English translations of the financial statements of
the Company is accurate or complete.
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FORWARD-LOOKING STATEMENTS

The Issuer and the Company have made certain forward-looking statements in this Offering
Circular regarding, among other things, the Group’s financial condition, future expansion plans
and business strategy. These forward-looking statements are based on the Group’s current
expectations about future events. Although the Issuer and the Company believe that these
expectations and projections are reasonable, such forward-looking statements are inherently
subject to risks, uncertainties and assumptions, including, among other things:

. the Group’s strategies, plans, objectives and goals and its ability to implement such
strategies and achieve its plans, objectives and goals;

. future developments, trends and conditions in the industry and markets in which the
Group operates;

. the Group’s business prospects and capital expenditure plans;

. changes in raw material costs and other construction costs for the Group’s property
development and urban operations business;

. the actions and developments of the Group’s competitors;

. the Group’s financial condition and performance;

. the availability and cost of bank loans and other forms of financing;
. various business opportunities that the Group may pursue;

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

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

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

. macroeconomic measures taken by the PRC Government to manage economic growth;
and

. the Group’s ability to identify factors other than those discussed under “Risk Factors”
and elsewhere in this Offering Circular.

In some cases, you can identify forward-looking statements by such terminology as “may”,
“will”, “should”, “could”, “would”, “expect”, “intend”, “plan”, “anticipate”, “going forward”,
“ought to”, “seek”, “project”, “forecast”, “believe’, “estimate”, “predict”, “potential” or
“continue” or the negative of these terms or other comparable terminology. Such statements
reflect the current views of the Issuer or the Company with respect to future events, operations,
results, liquidity and capital resources and are not a guarantee of future performance, some of



which may not materialise or may change. Although the Issuer and the Company believe that the
expectations reflected in these forward-looking statements are reasonable, there is no assurance
that those expectations will prove to be correct, and investors are cautioned not to place undue
reliance on such statements. In light of these risks, uncertainties and assumptions, the
forward-looking events discussed in this Offering Circular might not occur and the Issuer’s and
the Company’s actual results could differ materially from those anticipated in these
forward-looking statements. All forward-looking statements contained in this Offering Circular
are qualified by reference to the cautionary statements set forth in this section.

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

The Group is a key state-owned entity for the construction and operation of rail transit
system in Jinan City, Shandong Province, the PRC. As at 31 December 2021, the Group had six
metro line projects, namely Line 1, Line 2 (Phase |), Line 3 (Phase |), Line 3 (Phase Il), Line 4
(Phase |) and Line 6 of the Jinan Metro, and one railway line project, namely the Jinan-Laiwu
High-speed Railway, under construction and/or trial operation with an aggregate length of
293.3 k.m. All the metro lines in Jinan City are to be operated by the Group upon completion.
The Group is also responsible for the integrated development of the resources along the rail
transit lines it operates, the development of resettlement housing and the construction and
operation of municipal infrastructures in Jinan City.

The Group conducts its business primarily within Jinan City, the capital city and the
political, economic, cultural and financial centre of Shandong Province. Along with the approval
of the Recent Plan on the Construction of Jinan’s Rail Transit (2015-2019) < (3% Fd T #L 48 28 # #T
1 73 58 #1(2015-2019)») by the NDRC in January 2015 endorsing the construction plans with
respect to Line 1, Line 2 (Phase 1), Line 3 (Phase I) of the Jinan Metro, the approval of the Plan
on the Construction of Jinan's Rail Transit (Phase I1) (2020-2025) < (% & 17 3k i #iLi8 sc 48 55 —
W% 58 #1(2020-2025) )) by the NDRC in October 2020 endorsing the construction plans with
respect to Line 3 (Phase Il), Line 4 (Phase 1), Line 6, Line 7 (Phase 1), Line 8 (Phase I) and
Line 9 (Phase I) of the Jinan Metro and the announcement of the construction plan with respect
to the Xinjian District-Jinan District (Pilot District) Tramline Project (3 % 555 [ (Jo /7 ) A
#FEH TF£) by the Jinan Natural Resources and Planning Bureau, Jinan City has been
undergoing rapid development and actively implementing its urban rail transit planning during
recent years.

As one of the primary government-designated platforms through which the Jinan Municipal
Government implements its blueprint for Jinan City’s rail transit development, the Group has
benefited from the rapid development of Jinan City’s rail transit infrastructure and has
maintained a strong growth momentum. For the years ended 31 December 2019, 2020 and 2021,
the total operating income from the Group’s business operation was RMB532.2 million,
RMB1,604.8 million, and RMB2,539.9 million, respectively. As at 31 December 2019, 2020 and
2021, the total asset of the Group was RMB74.9 billion, RMB108.4 billion and RMB152.8
billion, respectively. As at 31 December 2019, 2020 and 2021, the debt to asset ratio of the
Group was 74.5 per cent., 74.1 per cent. and 74.1 per cent., respectively. Overall, the Group has
maintained healthy leverage ratio in the sense that there has not occurred any material debt
default in the course of the Group’s operation. As at the date of this Offering Circular, the
Company has a registered capital of RMB15.0 billion and is wholly owned by the Jinan SASAC.

The Group’s business segments include (i) rail construction and operating business, (ii)
resettlement housing development business, (iii) infrastructure construction business, (iv)
engineering and consulting business, (v) property management business, (vi) concrete and
construction materials business, (vii) electrical and machinery equipment business, (viii)
advertising business and (ix) other business. The following sets out an overview of the Group’s
major business segments:




Rail construction and operation: The Group’s rail transit construction and operation
business primarily includes rail construction and its operation upon completion as well
as the development of resources along the rail transit lines. As at 31 December 2021,
the Group had six metro line projects and one railway line project under construction
and/or trial operation with an aggregate length of 293.3 k.m. and an estimated total
investment of approximately RMB161.9 billion. The Group finances its rail
construction business primarily with operating income derived from its resources
development business, which involves the integrated development of the resources
along the rail transit lines, particularly land development. The Group will also explore
new business opportunities, such as advertisements on metros, communication
services, commerce and development of property and other resources, once the metro
lines are put into operation.

Resettlement housing development: The Group has undertaken a number of
resettlement housing development projects in Jinan City. As at 31 December 2021, the
Group had nine resettlement housing projects under development with an estimated
total investment of approximately RMB22.9 billion and a total planned GFA of
approximately 2,962.6 thousand sqg.m.

Infrastructure construction: The Group’s infrastructure construction business includes
the investment, construction and operation of municipal infrastructures, including
urban infrastructure, municipal roads and transport facilities, in Jinan City according
to the municipal infrastructure construction plans and investment budget promulgated
by the Jinan Municipal Government. As at 31 December 2021, the Group had four
infrastructure construction projects under construction with an estimated total
investment of approximately RMB19.7 billion.

Engineering and consulting: The Group provides technical services related to survey
and design, consultation and research, testing and inspection and engineering
management to rail transit lines in Jinan City and is primarily involved in the design
and planning of the Jinan Metro. The Group, through its subsidiaries, derives
operating income primarily from engineering design and engineering survey services,
which includes commission fees as a joint designer or joint surveyor. As at 31
December 2021, the Group had served various phases of the three key metro lines of
the Jinan Metro, namely Line 1, Line 2 and Line 3, and had also provided site design
services for Line 4 of the Xuzhou Metro and Line 15 of the Qingdao Metro.

Property management: The Group began its property management business in 2021.
The Group provides property management services, including without limitation,
security, cleaning, equipment repair and maintenance and landscaping services,
primarily for the rail transit lines in Jinan City that it develops, as well as the
Jianandong Railway Station and its subsidiaries, including Shandong Aipel Electrical
Equipment Co., Ltd. (LL5# %% &5 s A R ).

Concrete and construction materials: The Group began its concrete and construction
materials business in 2018. The Group’'s concrete and construction materials business
primarily includes the production and sale of concrete and construction materials, such
as cables and segments.




. Electrical and machinery equipment: The Group’s electrical and machinery equipment
business consists of two sub-segments, namely electrical equipment business and
machinery equipment business. The Group began its electrical equipment business and
machinery equipment business in 2020 and 2021, respectively. The Group’s electrical
equipment business primarily includes the development, design, manufacturing and
sales of electrical equipment and relevant components, as well as the installation and
leasing of electrical facilities. The Group’s machinery equipment business primarily
involves sales and leasing of machinery equipment relating to electric power, mining
and tunnel excavation.

. Advertising: The Group began its advertising business in 2019. The Group’s
advertising business includes print advertisements and vehicle advertisements in rail
transit lines that the Group operates. The Group’s advertising business offers a variety
of advertising and presentation solutions, including without limitation, in-car light
box, creative display, super media, super large screen, vehicle body naming, creative
car chartering, brand channel, brand ocean and brand forest, to customers who seek
for displaying and building business image and promoting market projects. The Group
also undertakes the promotion of government administrative affairs.

COMPETITIVE STRENGTHS

The Group believes that the following strengths are important to its success and future
development:

. Strong and continuous governmental support
. Well-positioned in Jinan City with favourable development environment

. Leading position and unparalleled market share in Jinan City in the construction and
operation of rail transit

. Diversified business lines with synergy
. Diversified funding channels

. Experienced management team and sound corporate governance




THE ISSUE

The following contains summary information about the Bonds. Some of the terms described
below are subject to important limitations and exceptions. Words and expressions defined in
“Terms and Conditions of the Bonds” and “ Summary of Provisions Relating to the Bonds in
Global Form” shall have the same meanings in this summary. For a comprehensive description
of the terms of the Bonds, see the section entitled “ Terms and Conditions of the Bonds” of this
Offering Circular.

Issue Price. ..

Form and Denomination........

Interest......

Issue Date . ..

Maturity Date

Jinan Shuntong International Co. Limited (7% rd %% %8 B %
AR H).

Jinan Rail Transit Group Co., Ltd. (7/ #8304 |4
B2 7).

US$200,000,000 in aggregate principal amount of 6.75 per
cent. Guaranteed Green Bonds due 2023.

The Guarantor has unconditionally and irrevocably
guaranteed the due and punctual payment of all sums
expressed to be payable by the Issuer under the Bonds and
the Trust Deed, as further described in Condition 1(c) of
the Terms and Conditions of the Bonds.

The Guarantor undertakes that after execution of the Deed
of Guarantee, it will register or cause to be registered
with SAFE the Deed of Guarantee in accordance with, and
within the time period prescribed by, the Provisions on the
Foreign Exchange Administration of Cross-border
Guarantees  (BSIEIEPRANEA FEBIE)  (“Cross-border
Security Registration”), use its best endeavours to
complete the Cross-border Security Registration and
obtain a registration record from SAFE on or before the
SAFE Registration Deadline and comply with all
applicable PRC laws and regulations in relation to the
Guarantee.

100.00 per cent.

The Bonds are issued in registered form in denominations
of US$200,000 and integral multiples of US$1,000 in
excess thereof.

The Bonds will bear interest from and including 28
November 2022, at the rate of 6.75 per cent. per annum,
payable in arrear on 28 May 2023 and 27 November 2023.

28 November 2022.

27 November 2023.




Status of theBonds. . .......... The Bonds constitute direct, general, unconditional,
unsubordinated and (subject to Condition 3(a) of the
Terms and Conditions of the Bonds) unsecured obligations
of the Issuer and shall at all times rank pari passu among
themselves and at least pari passu with all other present
and future unsecured obligations of the Issuer, save for
such obligations as may be preferred by provisions of law
that are both mandatory and of general application.

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

Negative Pledge. . ... .......... The Bonds contain a negative pledge as further described
in Condition 3(a) of the Terms and Conditions of the
Bonds.

Events of Default. ............. The Bonds contain certain events of default provisions as

further described in Condition 8 of the Terms and
Conditions of the Bonds.

Taxation..................... All payments of principal, premium (if any) and interest
by or on behalf of the Issuer or the Guarantor in respect
of the Bonds shall be made free and clear of, without
set-off or counterclaim and without withholding or
deduction for, or an account of, any present or future
taxes, duties, assessments or governmental charges of
whatever nature imposed, levied, collected, withheld or
assessed by or on behalf of Hong Kong or the PRC or any
political subdivision thereof or any authority therein or
thereof having power to tax, unless such withholding or
deduction is required by law, as further described in
Condition 7. In such event, the Issuer shall, subject to the
limited exceptions specified in the Conditions, pay such
additional amounts as will result in receipt by the holders
of the Bonds of such amounts as would have been
received by them had no such withholding or deduction
been required.

Final Redemption ............. Unless previously redeemed or purchased and cancelled,
the Bonds will be redeemed at their principal amount on
27 November 2023.




Redemption for Taxation

Redemption for Change of
Control of a No Registration

Clearing Systems. .. ...........

The Bonds may be redeemed at the option of the Issuer in
whole, but not in part, at any time, on giving not less than
30 nor more than 60 days notice to the Bondholders
(which such notice shall be irrevocable) and in writing to
the Trustee and the Principal Paying Agent at their
principal amount (together with any interest accrued to
(but excluding) the date fixed for redemption), in the
event that immediately before giving such notice, the
Issuer satisfies the Trustee that, the Issuer or the
Guarantor, as the case may be, has or will become obliged
to pay Additional Amounts as a result of any change in, or
amendment to, the laws or regulations of Hong Kong, the
PRC, as the case may be, 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) and such obligation cannot be
avoided by the Issuer, or the Guarantor, as the case may
be, taking reasonable measures available to it, as further
described in Condition 5(b) of the Terms and Conditions
of the Bonds.

Following the occurrence of a Change of Control or a No
Registration Event, the Holder of any Bond will have the
right, at such Holder’'s option, to require the Issuer to
redeem all, but not some only, of such Holder’s Bonds at
101 per cent. (in the case of a redemption for a Change of
Control) or 100 per cent. (in the case of a redemption for
a No Registration Event) of their principal amount,
together in each case with accrued interest, as further
described in Condition 5(c) and Condition 5(d) of the
Terms and Conditions of the Bonds.

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




Principal Paying Agent,
Transfer Agent
and Registrar . ..............

Ratings......................

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

The Bonds have been accepted for clearance through
Euroclear and Clearstream with a Common Code
252554823 and an ISIN X S2525548231.

English law.

China Construction Bank (Asia) Corporation Limited (H
B ST (M) M 047 LA 7).

China Construction Bank (Asia) Corporation Limited (H
B ST (M) M 047 LA 7).

Application will be made to the Hong Kong Stock
Exchange for the listing of, and permission to deal in, the
Bonds by way of debt issues to Professional Investors
only.

The Bonds are expected to be rated “A-" by Fitch. The
Guarantor is rated “A-" by Fitch. Such ratings are not a
recommendation to buy, sell or hold securities and may be
subject to suspension, reduction or withdrawal at any time
by the assigning rating agency. A suspension, reduction or
withdrawal of the rating assigned to the Guarantor or the
Bonds may adversely affect the market price of the Bonds.

The Issuer is at liberty from time to time without the
consent of the Bondholders to create and issue further
securities having the same terms and conditions as the
Bonds in all respects (or in all respects save for the first
payment of interest on them and the timing of the
Cross-Border Security Registration) and so that the same
shall be consolidated and form a single series with the
outstanding Bonds, as further described in Condition 14 of
the Terms and Conditions of the Bonds.

See section entitled “Use of Proceeds”.

The Bonds will be issued under the Green Finance
Framework (as defined below). See “Green Finance
Framework”.

836800GQ2H5M 1TUH2414.




SELECTED FINANCIAL INFORMATION OF THE COMPANY

The selected financial information of the Company as at and for the years ended 31
December 2019, 2020 and 2021 set forth below is derived from and should be read in
conjunction with the Audited Financial Statements, including the notes thereto and the auditor’s
reports in respect of the years ended 31 December 2020 and 2021 which are included elsewhere
in this Offering Circular.

The Audited Financial Statements were prepared in accordance with PRC GAAP and have
been audited by PCCPA. PRC GAAP is substantially in line with IFRS, except for certain
modifications which reflect the PRC’s unique circumstances and environment. For a summary of
the material differences, see “ Risk Factors — Risks Relating to the Group’s Business — The
Company’s consolidated financial statements included in this Offering Circular have been
prepared and presented in accordance with the PRC GAAP, which are different from IFRS in
certain respects’ .

Summary Consolidated Balance Sheet Data

As at 31 December

2019 2020 2021
(RMB) (RMB) (RMB) (US$)
(in millions)

Current assets
Monetary fund .. ................ 8,811.4 7,109.3 9,787.8 1,535.9
Notes receivables . .............. 9.1 27.5 140.4 22.0
Accounts receivables . ............ 408.7 1,049.8 1,522.6 238.9
Receivables financing . ........... - - 124.0 19.5
Prepayment .................... 2,951.4 2,667.6 1,544.3 242.3
Other receivable ................ 3,931.0 5,050.4 6,350.5 996.5
Inventories . . ................... 183.0 1,039.8 4,263.4 669.0
Other current assets . . ............ 2,438.2 1,946.2 3,651.2 572.9
Total current assets ............. 18,732.9 18,890.5 27,384.1 4,297.2
Non-current assets
Held-for-sale financial assets ...... 399.9 623.5 - -
Long-term equity investment . ... ... 256.2 350.0 892.2 140.0
Other equity instrument investment . . - - 626.0 98.2
Other non-current financial assets . . . - - 26.0 4.1
Investment property .............. - - 102.7 16.1
Fixedassets . ................... 177.7 242.7 539.8 84.7
Construction in progress .......... 41,261.6 62,953.8 90,477.7 14,197.9
Manufactured biological assets . .... - - 0.3 0.1
Right of use assets .............. - - 1,118.2 175.5
Intangible assets ................ 0.3 131.4 155.1 24.3
Development expense ............ - - 2.6 0.4
Goodwill ...... ... ... ... - 75.3 77.9 12.2
Long-term deferred expense ....... 0.4 3.2 8.5 1.3
Deferred income tax assets ........ 1.8 11.0 14.8 2.3
Other non-current assets .......... 14,074.4 25,135.8 31,351.4 4,919.7
Total non-current assets ......... 56,172.2 89,526.6 125,393.3 19,676.9
Total assets . ................... 74,905.1 108,417.1 152,777.4 23,974.1




As at 31 December

2019 2020 2021
(RMB) (RMB) (RMB) (US$)
(in millions)

Liabilities and owners' equity
Current liabilities
Short-term borrowings . ........... 3,090.0 747.0 1,088.2 170.8
Notes payable .................. 576.1 378.4 2,670.4 419.0
Account payables ............... 734.2 1,687.1 4,858.4 762.4
Advances from customers ......... 2.1 44.2 21.7 3.4
Contract liabilities . .............. - - 191.9 30.1
Employee payroll . .............. 6.0 109.0 298.0 46.8
Taxes and surcharges payable . ..... 11.7 24.1 47.7 7.5
Other payables . ................ 1,738.7 1,071.6 502.3 78.8
Non-current liabilities due within

oneyear ............. ... 4,552.8 2,555.1 4,840.9 759.6
Other current liabilities ........... 3,572.8 4,080.5 4,435.0 696.0
Total current liabilities .......... 14,284.4 10,697.0 18,954.6 2,974.4
Non-current liabilities
Long-term borrowings ............ 25,273.4 37,196.3 54,646.1 8,575.2
Bonds payable .................. 6,768.9 11,754.0 18,665.6 2,929.0
Rental liabilities ................ - - 528.8 83.0
Long-term payable .............. 9,484.3 20,727.4 20,390.0 3,199.6
Deferred income ................ 7.5 10.5 27.3 4.3
Deferred income tax liability ...... 3.3 2.9 2.5 0.4
Total non-current liabilities ...... 41,537.3 69,691.1 94,260.2 14,791.5
Total liabilities ................. 55,821.7 80,388.0 113,214.7 17,765.9
Owners' equity
Paid-in capital .................. 9,500.0 15,000.0 15,000.0 2,353.8
Other equity instrument ... ........ 1,400.0 6,900.0 13,360.0 2,096.5
Capital reserves . ................ 5,047.5 2,708.4 5,648.3 886.3
Special reserves .. ............ ... - - 4.2 0.7
Surplusreserve ................. 7.0 7.0 7.0 11
Undistributed profits ............. 40.4 50.0 87.9 13.8
Total owners’ equity belongs to

parent company .............. 15,994.9 24,665.4 34,107.4 5,352.2
Minority interest ................ 3,088.5 3,363.6 5,455.3 856.1
Total owners equity ............ 19,083.4 28,029.0 39,562.7 6,208.3
Total liabilities and owners’

equity ... 74,905.1 108,417.1 152,777.4 23,974.1




Summary Consolidated Statement of Income Data

Total Operating income ..........
Total operating costs . ...........

Operating costs . ................
Taxes and surcharges . ............
Salesexpense ...
Administrative expenses ..........
R&D expenses . .................
Financial expenses ..............
Otherincome . ..................
Investment income ..............
Credit impairment loss . ..........
Asset impairment loss . ...........
Asset disposal income . ...........
Profit from operations ...........
Non-operating profit .............
Non-operating expenses . . .. .......
Profit beforetax ...............
Income tax expenses .............
Net profit .....................
Net profit belonging to parent
company . ...
Minority interest ................
Total comprehensive income . ... ..
Total comprehensive income
attributable to owners of
theparent ................. ...
Total comprehensive income
attributable to minority
shareholders . .................

For the year ended 31 December

Summary Consolidated Cash Flow Statement Data

Net cash flows from operating
activities . ...................
Net cash flows from investing
activities . ......... ... .. ...
Net cash flows from financing
activities . ...................
Effect of exchange rate changes on
cash and cash equivalents .......

2019 2020 2021
(RMB) (RMB) (RMB) (US$)
(in millions)

532.2 1,604.8 2,539.9 398.6
(464.1) (1,483.2) (2,477.6) (388.8)
(401.5) (1,270.0) (1,952.8) (306.4)

(3.5) (15.8) (23.4) (3.7)
(29.7) (57.7) (53.7) (8.4)
(25.8) (112.8) (203.0) (31.9)

(3.7) (24.8) (139.9) (22.0)

0.2 (2.2) (104.8) (16.5)
0.5 2.8 12.0 1.9
44.8 3.5 50.1 7.9
- - (25.5) (4.0)
(1.1) (13.2) - -
- 0.1 32.8 51
112.1 114.6 131.6 20.6
0 6.7 11 0.2

(0.6) (0.4) (2.0 (0.3)
111.6 120.9 130.7 20.5
(16.8) (34.9) (19.6) (3.1)

94.8 86.0 111.1 17.4

70.8 51.5 78.1 12.2

23.9 34.5 33.0 5.2

94.8 86.0 111.1 17.4

70.8 51.5 78.1 12.2

23.9 34.5 33.0 5.2

For the year ended 31 December
2019 2020 2021
(RMB) (RMB) (RMB) (US$)
(in millions)
(3,672.8) 1280.5 (3,325.9) (521.9)
(21,661.0)  (34,862.1)  (26,617.2) (4,176.8)
21,201.3 31,879.4 31,619.1 4,961.7
- - 1.6 0.2
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For the year ended 31 December

2019 2020 2021
(RMB) (RMB) (RMB) (US$)
(in millions)
Net increase in cash and cash
equivalents .................. (4,132.4) (1,832.1) 1,677.6 263.2
Opening balance of cash and cash
equivalents . .................. 12,933.8 8,741.6 6,909.5 1,084.2
Closing balance of cash and cash
equivalents .................. 8,801.4 6,909.5 8,587.0 1,347.5

Other Financial Data

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

for the periods indicated.

As at and for the year ended 31 December

2019 2020 2021
EBITDA® (RMB in millions) ......... 126.8 228.3 550.9
Asset-liability Ratio (per cent.) ......... 74.5 74.1 74.1
Current Ratio . ...................... 1.3 1.8 14
Note:
(1) EBITDA for any period is calculated as gross profit adjusted for taxes and surcharges, sales expense,

administrative expenses, R&D expenses, interest income, other income, depreciation and amortisation expenses,
net non-operating revenue and investment income, among which, the depreciation and amortisation expenses
includes depreciation of fixed assets, amortisation of intangible assets and amortisation of long-term deferred
amortisation expenses. Such depreciation and amortization expenses represents all depreciation and amortization
accrued by the Guarantor in the period indicated, which also includes those in relation to construction in
progress. EBITDA is not a standard measure under PRC GAAP or IFRS. EBITDA is a widely used financial
indicator of a company’s ability to service and incur debt, EBITDA should not be considered in isolation or
construed as an alternative to cash flows, net income or any other measure of performance or as an indicator of
the Group’s operating performance, liquidity, profitability or cash flows generated by operating, investing or
financing activities. In evaluating EBITDA, the Group believes that investors should consider, among other
things, the components of EBITDA such as sales and operating expenses under the amount by which EBITDA
exceeds capital expenditures and other charges. The Group has included EBITDA because it believes that it is a
useful supplement to the 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 definitions.
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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 neither the Issuer nor the Company is 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
Issuer or the Company or which the Issuer or the Company currently deems to be immaterial,
may affect the Group’s business, financial condition or results of operations or the Issuer’s
ability to fulfil its obligations under the Bonds.

RISKS RELATING TO THE GROUP AND ITS BUSINESS

The Group’s business, financial condition, results of operations and prospects are heavily
dependent on the urban rail transit industry and urban development of Jinan City and the
PRC, and are subject the level of economic development in Jinan City and the PRC.

The Group’s business operations are primarily focused on the urban rail transit industry in
Jinan City, which involves different types of rail transportation, including metro and high-speed
railway. Accordingly, the Group’s business, financial condition, results of operations and
prospects have been and will continue to be heavily dependent on the urban rail transit industry
and urban development of Jinan City and the PRC in general. The future growth of the urban rail
transit industry in China depends on the continued planning and construction of major urban rail
transit projects. As a key infrastructure component in urban development, urban rail transit
projects in China receive funding largely from municipal government budgets. Thus, the Group’s
business relies heavily on policies promulgated by the PRC Government and continuous urban
rail transit investment by such local governments, in particular the Jinan Municipal Government.
Infrastructure investment by the PRC Government is subject to, among others, periodic
variations due to national and regional economic policies and changes in the development of the
PRC economy. In addition, governmental policies relating to regional development planning,
economic development and social benefits, land resources, industry restructuring and
environmental protection may affect investment and development policies in the PRC urban rail
transit industry. If there is any adverse change in the government budgets, public expenses and
public policies in relation to the PRC urban rail transit industry, the Group’s business, financial
position, results of operations and prospects may be materially and adversely affected.

The Group is wholly owned and controlled by the Jinan SASAC, a government organ of the
Jinan Municipal Government and is one of the government-designated platforms through which
the Jinan Municipal Government implements it blueprints for Jinan City’s urban development.
Urban development projects, such as rail transit projects, land development projects,
resettlement housing development projects and infrastructure construction projects, often require
large capital investment and implementation of such plans may be limited by the capital
available for investment by local governments. Accordingly, the Group’s business and prospects
are affected by the budget and spending of the Jinan Municipal Government on such
development projects. For example, the business conducted by the Group is generally relating to
rail construction projects, land development projects, resettlement housing development projects
and infrastructure construction projects commissioned by the Jinan Municipal Government and
other government agencies in Jinan City, where construction services are provided according to
the agreements between the Group and the Jinan Municipal Government or the relevant
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government agencies, with the commissions being subject to the approval by the relevant
government agency. In addition, most transportation infrastructure projects, including the
Group’s rail transit projects, are funded by government agencies, these projects are sometimes
subject to changes or postponement arising from factors such as changes in government budget
or spending plan. There are many factors affecting the amount, timing and priority of the budget
and spending of the Jinan Municipal Government on such projects, such as national and regional
policies on the development of different industries as well as fiscal and monetary policies.
Government budget and spending are also affected by government revenue, which in turn is
affected by the general economic conditions. Any slowdown in the economic growth in the PRC
or, in particular, Jinan City may adversely affect the fiscal condition and revenue of the Jinan
Municipal Government, which may in turn cause the Jinan Municipal Government to reduce its
budget and spending on development projects. In such case, the Group’s business, financial
condition, results of operations and prospects may be materially and adversely affected.

The Group’s business and assets are highly concentrated in Jinan City, Shandong Province,
focusing mainly on rail construction and operation, resettlement housing development,
infrastructure construction, engineering and consulting, property management, sales of concrete
and construction materials, sales and leasing of electrical and machinery equipment and
advertising. Therefore, its business, financial condition, results of operations and prospects have
been and will continue to be heavily dependent on the level of economic development in and
around Jinan City and the PRC in general. The PRC’s economy has experienced rapid growth in
the past 40 years; however, there has been a slowdown in the growth rate since the second half
of 2013 to 2020. According to the National Statistics Bureau of the PRC, the annual growth rate
of the PRC’'s GDP slowed down from 7.8 per cent. in 2013 to 2.3 per cent. in 2020. During the
same period, the annual growth rate of GDP in Jinan City slowed down from 9.6 per cent. to 4.9
per cent. In particular, the outbreak of COVID-19 has adversely affected, and may continue to
adversely affect, the level of economic development in Jinan City and the PRC. See also “— The
Group's business may be affected by natural disasters, epidemics and other acts of God,
including the recent COVID-19 pandemic’. The PRC’s economy shows a sign of recovery in
2021. According to the National Bureau of Statistics of China, the annual growth rate of the
PRC’'s GDP has increased to 8.1 per cent. During the same period, the annual growth rate of
GDP in Jinan City increased to 8.3 per cent. However, considering the relatively low growth
rates of the preceding year and the growing uncertainties in global economic due to the ongoing
COVID-19 pandemic and international political environment, the growth rates of 2021 can be
unrepresentative. There is no assurance that the level of economic development in Jinan City
will continue to grow at the rates seen in previous years. Any further slowdown in the economic
development in Jinan City may affect their development plans, which may in turn decrease the
demand for the Group’s business and adversely affect the Group’s business, financial condition,
results of operations and prospects, given that the Group’s business and prospects depend, to a
large extent, upon the public spending on urban development and construction in Jinan City.

The growth of the Group’s rail construction and operation business depends, in part, on the
government approval of the Group’s new rail transit projects, the implementation of those
projects and other factors that the Group may not be able to control.

The growth of the Group’s rail construction and operation business depends, in part, on
whether the Group is able to obtain approval of its new rail transit projects from various
relevant PRC governmental authorities and whether it can implement such new rail transit
projects in a timely and cost-effective manner in order to expand capacity and thereby
accommodate more passengers and further facilitate the growth of the Group’s other businesses,
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such as resource development along rail transit lines, resettlement housing development,
infrastructure construction, engineering and consulting, property management and advertising.
The Group’s plans for new rail transit projects are subject to a number of uncertainties,
including:

. whether, and on what terms, including the location, length, funding plan and
construction time, new rail transit projects of the Group will be approved by the
relevant PRC governmental authorities and, in particular, whether such terms will
enable the Group to earn a commercial rate of return on its investment in new rail
transit projects;

. whether there will be sufficient population in the catchment area for a new rail transit
project and whether that catchment area is encouraged to use the mass transit rail
system as a result of government planning of highways and bus routes; and

. whether the Group will be able to obtain adequate financing on acceptable terms or
governmental funding to fund the required capital expenditure.

Although the Group is currently the key entity for the construction and operation of rail
transit system in Jinan City, there can be no assurance that new rail transit projects will be
awarded to the Group on commercially viable terms or at all. In addition, although the Group
has significant experience in the investment and construction of rail transit projects and a track
record in financing and completing projects, there can be no assurance that new rail transit
projects undertaken by the Group will be completed on time and/or within budget. Further, the
Group’s rail transit projects are generally funded by government agencies, these projects are
sometimes subject to changes or postponement arising from factors such as changes in
government budget or spending plan as well as changes in policy considerations. See also “— The
Group's business, financial condition, results of operations and prospects are heavily dependent
on the urban rail transit industry and urban development of Jinan City and the PRC, and are
subject the level of economic development in Jinan City and the PRC”. Increases in the
passenger flow will also be affected by macro-economic factors, such as population and
employment growth and distribution and changes in demographics and economic conditions. In
addition, increases in the passenger flow will be affected by the amount of road congestion and
any expansion of the bus network. Furthermore, because of certain inherent capacity limitations
and structural inflexibilities of mass transit railways, the Group may not be able to respond
quickly to increases in demand. For example, the Group may not be able to change its routes to
cater for new passenger demand in areas in which it does not operate. New routes are limited by
the planning of relevant PRC governmental authorities and such routes may not be built quickly
enough or cater to demand in newly developed areas. All these risks may have a material
adverse effect on the Group’s results of operations and financial position.

Jinan SASAC and the Jinan Municipal Government can exert significant influence over the
Group, and may not act in the best interests of the Group.

The Group is wholly owned and controlled by the Jinan SASAC, a government organ of the
Jinan Municipal Government. Jinan SASAC participates in and closely monitors the Group’s
decision-making process for key projects, review the Group’s development strategies and
investment plans, and appoint, and conduct annual appraisals on, the directors and supervisors of
the Guarantor. Because of the involvement of the Jinan SASAC in the affairs of the Group, the
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Group may not be able to make decisions, take actions or invest or operate its businesses in
manners that are always in its best interests or that aim to maximise its profits.

In addition, Jinan SASAC may also exert significant influence on the Group’s major
business decisions and strategies, including the scope of their operations, investment decisions
and dividend policies. There is no assurance that the Jinan SASAC would always make decisions
in the Group’s best interests or with the aim of maximising the Group’s profits. For example,
Jinan SASAC may influence the Group’s business and strategies in a manner beneficial to Jinan
City as a whole but not necessarily in the Group’s best interests. Jinan Municipal Government
could also change its policies, plans, preferences, views, expectations, projections, forecasts and
opinions, as a result of changes in the PRC’s economic, political and social environment and its
projections of population and employment growth. Any such change may have a material adverse
effect on the Group’s business, financial conditions, results of operations and prospects.

In addition, the ownership or controlling relationship between the Group and Jinan SASAC,
which is under the administration of Jinan Municipal Government, does not necessarily correlate
to, or provide any assurance as to the financial conditions of the Issuer, the Guarantor or the
Group. The repayment obligations under the Bonds remain the sole obligations of the Issuer and
the Guarantor.

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

As a state-owned enterprise controlled by the Jinan SASAC, the Group regularly receives
financial supports and preferential treatments from the Jinan SASAC and the Jinan Municipal
Government. These supports may come in various forms, such as favourable policies,
government grants and subsidies, asset transfers and capital injections. For the years ended 31
December 2019, 2020 and 2021, government subsides received by the Group amounted to
approximately RMB156.6 million, RMB464.2 million and RMB92.4 billion, respectively. As at
31 December 2021, the Group had received an aggregate amount of approximately RMB7,460.0
million special funds for the construction of Jinan rail transit system. There is no assurance that
the Jinan SASAC and the Jinan Municipal Government will continue to provide such supports
and preferential treatments to the Group or that the existing government supports will not be
adjusted or terminated, any of which may materially and adversely affect the Group’s business,
financial condition, results of operations and prospects.

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

The Group relies on bank loans and proceeds from bond issuances to satisfy a portion of its
capital requirements and the Group has a significant amount of outstanding indebtedness. As at
31 December 2021, the Group’s total indebtedness (comprising short-term borrowings,
non-current liabilities due within one year, other current liabilities, long-term borrowings, bonds
payable and long-term payable) amounted to RMB104.1 billion, representing 68.1 per cent. of
the Group’s total assets as at the same date, of which RMB10.4 billion would become due within
12 months. In addition, as at 31 December 2021, the total current liabilities of the Group
amounted to RMB19.0 billion, accounting for 16.7 per cent. of the Group’s total liabilities, and
the Group’s liability-to-asset ratio was 74.1 per cent.
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Significant indebtedness may pose negative effects on the liquidity and financial condition
of the Group in the long run. If the Group cannot obtain sufficient funding in commercially
acceptable terms in the future, it may encounter liquidity distress, which may negatively affect
the operations of the Group.

In addition, substantial indebtedness could impact the Group’s businesses in a humber of
ways, including:

. requiring the Group to dedicate part of its operating cash flow to the service of its

indebtedness;
. increasing the Group’s finance costs, thus affecting the overall profits of the Group;
. limiting the Group’s flexibility in planning for or responding to changes in the

Group’s business and the industries in which it operates;

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

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

As the Group relies on bank loans and proceeds from bond issuances to satisfy a portion of
its capital requirements, it is subject to relatively high financing cost and repayment pressure of
principal and interests. Such financing cost and repayment pressure may continue to increase in
the future. If the Group cannot make sufficient profits, such high financing costs and repayment
pressure may negatively affect the business, financial condition and results of operations of the
Group.

The Group’s borrowings may be secured. Third-party security rights may limit the Group’s
use of the underlying collateral assets and adversely affect its operational efficiency. If the
Guarantor and its subsidiaries are unable to service their secured debt on a timely basis, the
assets provided as security for such debt may be subject to foreclosure, which may adversely
affect the Group’s business, prospects and financial condition.

PRC regulations on the administration of local government debt may have a material
adver se effect on the Group’s financing and business models.

The PRC Government has in recent years issued multiple regulations intended to restrict
the ability of local governments to use state-owned enterprises to incur debt that should be
directly incurred by government bodies. These regulations include the Opinion of the State
Council on Enhancing the Administration of Fiscal Debts of Local Governments (Guo Fa [2014]
No. 43) (5 B BE 7 i o Hh 5 BOR PR A 2R & (1085 [2014]43%%))  (“Circular  43")
released on 21 September 2014, the Circular on Further Regulating the Debt Financing Activities
of Local Governments (Cai Yu [2017] No. 50) (B i — 5 K i b 7 BUR 8248 il & 17 4 1Y
(B 1E[2017]509%)) (“Circular 50”) jointly issued by the MOF, the NDRC, the Ministry of
Justice of the PRC, the PBOC, the China Banking Regulatory Commission (subsequently
reorganised into the China Banking and Insurance Regulatory Commission) and the China
Securities Regulatory Commission on 26 April 2017, the Circular on Firmly Curbing Local
Governments' Illegal Financing Activities in the Name of Government Procurement of Services
(Cai Yu [2017] No. 87) ( BByl 1k Hb 7 DL BORT B B RROBS 4% 3% 48 15 4 0 Il & 0 3 0 ( B v
[2017]87%%)) (“Circular 87") issued by the MOF on 28 May 2017, the Notice on the Investment
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and Financing Activities Conducted by Financial Institutions for Local Governments and
State-owned Enterprises (Cai Jin [2018] No. 23) ([ ki < Rl 10> 35 35 5 BUR A B A A SE 4 Rl
AT Fy A B TR RE Y 48 1 (B4 4 [ 2018] 23%%)) (“Circular 23”) issued by the MOF on 28 March
2018, the Circular of the National Development and Reform Commission and the Ministry of
Finance on the Improvement of Market Regulatory Regime and Strict Prevention of Risks
Relating to Foreign Debt and Local Government Indebtedness (Fa Gai Wai Zi [2018] No. 706)
(10 52 8% e ol 2 - B IBOHT B 52 5 T 45 40 TROHE T e A% 917 SR &1 A JRL gt 1 3t 5 L gk ) A (3
M 4h & [2018]706%%)) (“Circular 706”) jointly issued by the NDRC and the MOF on 11 May
2018, the Guiding Opinion on Strengthening the Asset and Liability Constraints of State-Owned
Enterprises ("3 rb s SOV E - BB B A2 R R o B A b SE A ALERAO R AE AR D))
(the “Joint Opinion”) jointly issued by the General Office of the Central Committee of the
Communist Party of China and the State Council on 13 September 2018, and the Circular on
Filing Requirements with respect to Application for Foreign Debt Issuance by Local State-owned
Enterprises (Fa Gai Ban Wai Zi [2019] No. 666) ([ 5 %5 J& ol 55 2 3 J8 B 1 36 b 7 B0 A A 26 5%
AT AME W A 52 8 R0 A B 5K 09 4 0 (5% O A B [ 2019]66648)) (“Circular 666”) issued by the
General Office of NDRC on 6 June 2019 (together with Circular 43, Circular 50, Circular 87,
Circular 23, Circular 706, the Joint Opinion and Circular 666, the “Debt Control Circulars”).

Circular 50 reaffirmed the Circular 43 policy that local governments are not permitted to
use any means other than local government bonds for debt financing and are prohibited from
requesting or ordering enterprises to issue debt on behalf of local governments. Circular 87
required that local governments and their departments shall not take advantage of, or fabricate
contracts for, government procurement of services in such a manner that conceals an underlying
objective of raising funds for construction projects. Circular 23 and Circular 706 established
policies for foreign debt issuance, including the prohibition against public assets being included
as enterprise assets and restrictions on making disclosure in offering circulars that imply
government endorsement on the relevant debt or any association of the enterprise issuer with the
government’s credit. The Joint Opinion, consistent with Circular 43 and Circular 50, bans local
governments from engaging in “disguised” borrowing by using state-owned enterprises to issue
corporate debt on their behalf.

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

The PRC Government may continue to release new policies or amend existing regulations
to control the incurrence of local governmental debt. There is no assurance that the Group’s
financing and business model and its indebtedness will not be materially affected by future
changes in the regulatory regime concerning the local state-owned enterprises in response to
such regulations.
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The Group’s business may be affected by natural disasters, epidemics and other acts of
God, including the recent COVID-19 pandemic.

The Group’s business is subject to general economic and social conditions in the PRC,
which may be adversely affected by natural disasters, epidemics, pandemics and other acts of
God which are beyond the Group’s control. The occurrences of pandemics and epidemics, such
as the recent outbreak of COVID-19 or the past occurrence of Middle East Respiratory
Syndrome (MERS), Severe Acute Respiratory Syndrome (SARS), H5N1 avian flu, human swine
flu (also known as Influenza A or HIN1) or H7N9 avian flu, depending on their scale, have
caused and may continue to cause different degrees of damage to the national and local
economies in the PRC.

In particular, the outbreak of COVID-19 caused delays in the resumption of local business
in the PRC after the 2020 Chinese New Year holiday and, as the outbreak extended, several
countries introduced new restrictions on travel to and from China. The COVID-19 has spread all
over the world and was declared a pandemic on 11 March 2020 by the World Health
Organisation. The global outbreak of COVID-19 may further create negative economic impact
and increase volatility in the PRC and global market, which can have a material adverse effect
on the Group.

In addition, the administrative actions taken by local governments in the PRC to control the
spread of COVID-19 may have caused adverse impacts on the businesses of the Group. For
example, the Group’s construction and development projects were temporarily suspended during
the pandemic. Moreover, supply of raw materials may be adversely affected due to the temporary
shut-down of the operations of the Group’s suppliers and the disrupted logistics operations. As a
result, the completion of the Group’s projects or delivery of goods may be delayed, which might
in turn result in substantial increases in the Group’s costs for constructing or developing its
projects and/or otherwise adversely affect profitability and cash flows of the Group.
Furthermore, the Group’s operations are highly focused in Jinan City, and any labour shortages,
or slowdown in the growth of domestic consumption in Jinan City or the PRC in general could
materially and adversely affect the business, results of operations, financial condition and
prospects of the Group.

As at the date of this Offering Circular, the business operations of the Group has resumed,
as the COVID-19 pandemic has been largely contained in China. However, given the high
uncertainties associated with the COVID-19 pandemic, regional resurgence of COVID-19 may
occur in the future, and it is difficult to predict the extent to which the Group may be affected.
For example, the emergence of new variants such as the Delta variant and the impact of renewed
lockdowns and other restrictive measures imposed by governments from different countries in
light of further waves of infections. Should the Group’s operations be disrupted again by any
resurgence of COVID-19 and such disruption becomes extended, it may materially and adversely
affect the Group’s results of operations and financial condition. In addition, any further
disruption to the Group’s business activities may negatively affect its liquidity and access to
capital.

Moreover, the PRC experienced natural disasters such as earthquakes, floods and droughts
in the past few years. For example, in May 2008 and April 2010, the PRC experienced
earthquakes in Sichuan Province and Qinghai Province, respectively, resulting in the death of
tens of thousands of people. In 2010, there were severe droughts in south-western China,
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resulting in significant economic losses in these areas. Any future occurrence of severe natural
disasters in the PRC may adversely affect its economy and in turn the Group’s business.

Failure to obtain sufficient capital on acceptable terms or in a timely manner may
adversely affect the Group’s business and growth prospects.

The Group’s business requires and will continue to require substantial capital expenditure.
For the years ended 31 December 2019, 2020 and 2021, the Group made capital expenditures of
RMB17.3 billion, RMB33.3 billion and RMB26.3 billion, respectively. The Group has
historically satisfied its capital requirements with cash flows generated from its operating
activities, bank loans and other borrowings and equity contributions from its shareholder.

The ability of the Group to generate sufficient operating cash flow is affected by a number
of factors, such as the Group’s ability to manage and implement its business development plans,
changes in general market conditions, the regulatory environment, governmental policies and the
competition in the industries in which the Group operates. Any material adverse change in these
factors may cause the Group to experience a capital shortage. For the years ended 31 December
2019 and 2021, the Group experienced net cash outflow from operating activities, and there is
no assurance whether the Group’s operations are or will be able to generate sufficient cash flow
to satisfy its cash need at all times, if at all. See “The Group has historically experienced net
cash outflow from operating activities” for further details of the Group’s net cash outflow from
operating activities.

Insufficient cash flow generated from the Group’s operating activities will increase the
Group’s reliance on external financing. As at 31 December 2021, the Group had credit facilities
of approximately RMB176.5 billion in aggregate, of which approximately RMB117.5 billion had
yet to be utilised. The Group’s ability to access and raise sufficient capital through different
sources depends upon a number of factors, such as the PRC’s economic condition, relationships
with key commercial banks, prevailing conditions in capital markets, regulatory requirements
and the Group’s financial condition. Some of these factors are beyond the Group’s control and
there is no assurance that the Group will be able to raise sufficient funds in a timely manner or
to obtain external financing on commercially acceptable terms, or at all. The Group may not be
able to fund the capital expenditure necessary to implement its business development plans and
strategies, which may in turn have a material and adverse effect on its business, financial
condition, results of operations and prospects.

A substantial part of the Group’s businesses are operated in a single geographical region.

A substantial part of the Group’s current and anticipated businesses are operated in Jinan
City. Any material region-wide adverse event may negatively impact the demand for projects
conducted or services provided by the Group in Jinan City, which would in turn affect the
revenue and profitability of the Group. Such adverse events include, but are not limited to,
changes in the economic conditions and regulatory environment, changes in the government’s
urban development plans and policies, any slowdown in the urban rail transit, infrastructure
construction and other related sectors, decrease in investor confidence within the region,
significant natural disasters and other incidents. Due to the limited geographical coverage of its
operations, the Group may not be able to effectively manage any potential losses arising from
these region-wide adverse events, which may materially and adversely affect the Group’s
business, financial condition, results of operations and prospects.
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The Group faces risks associated with contracting with public bodies.

As a key state-owned entity for the construction and operation of rail transit system in
Jinan City, a substantial part of the Group’s business activities are conducted with various
governmental authorities and their controlled entities in Jinan City. A large portion of the
Group’s cash flow is generated from payments by relevant governmental authorities. As such,
the Group is exposed to certain inherent risks relating to dealing with public bodies. The local
government’s ability to meet its payment obligations for the projects that the Group undertakes
largely depends on the fiscal revenue of local government, the policies and regulations
promulgated by higher level governments or authorities as well as many other factors which are
generally beyond the Group’s control.

Any failure by relevant governmental authorities to fulfil their contractual obligations or
any adverse change to their financial or fiscal conditions or policies may require the Group to
change its business plans and could materially affect the Group’s business, financial condition
and operating results. If there is any material disagreement between the Group and relevant
governmental authorities, there is no assurance that the Group will successfully resolve them in
a timely manner, or at all. Any dispute or legal proceeding with or against relevant governmental
authorities may last for a long period of time and cost considerable financial and managerial
resources, which could materially affect the Group’s business, financial condition and operating
results. Additionally, any of these may severely damage the relationships between the Group and
relevant governmental authorities and their controlled entities, which may in turn materially and
adversely affect the Group’s business and prospects.

The Group’s operating income and results of operations may fluctuate significantly from
period to period.

The Group’s operating income and results of operations have fluctuated and may continue
to fluctuate from period to period as a result of a number of factors, such as general economic
conditions, local market conditions and demand, government policies and incentive measures in
business areas where the Group operates, adjustment of the Group’s primary business activities,
the Group’s ability to develop and complete projects on time, as well as its accounting policies
for revenue recognition. As a result, the Group’s operating income and results of operations may
fluctuate significantly from period to period. For example, due to the long-term and
capital-intensive nature of the Group’s rail construction and operation business, resettlement
housing development business and infrastructure construction business and the revenue
recognition methods adopted by the Group, no operating income was recognised under these
business for the years ended 31 December 2019, 2020 and 2021. There is no assurance that the
Group’s operating income and results of operations will not fluctuate significantly in the future.
The Group’s operating income and results of operations for any period may not be directly
comparable with other periods and therefore the historical performance of the Group may not be
a useful indicator of its future performance.

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

Certain financing contracts entered into by members of the Group may contain operational
and financial covenants that prohibit the borrower from incurring additional indebtedness unless
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it is able to satisfy certain financial ratios, restrict the borrower from creating security over its
assets or granting guarantees, or prohibit the borrower from changing its business and corporate
structure, without the lenders’ prior consent. The ability of the Issuer, the Guarantor and its
subsidiaries (as borrower) to comply with such covenants may be affected by events beyond
their control. Such restrictive covenants may also adversely affect the Group’s ability to respond
to changes in market conditions, take advantage of business opportunities the Group believes to
be desirable, obtain future financing, fund capital expenditures, or withstand a continuing or
future downturn in its business. Any of these factors could materially and adversely affect the
Issuer’s ability to satisfy its obligations under the Bonds and other debt.

If the Issuer, the Guarantor or any of its relevant subsidiaries is unable to comply with the
restrictive covenants in its current or future debt, a default under such debt may occur. In such
event, the creditors may terminate their credit extended to the Issuer, the Guarantor or its
subsidiaries, accelerate the outstanding debt and declare all amounts borrowed due and payable
or terminate the agreements, as the case may be. Some of the financing contracts entered into by
the lIssuer, the Guarantor or its subsidiaries may contain cross-acceleration or cross-default
provisions. As a result, a default by the Issuer, the Guarantor or any of its subsidiaries under any
of other debt may cause the acceleration of not only the defaulted debt but also those debt
containing cross-acceleration or cross-default provisions, including the Bonds, or result in a
default under these debt. If any of these events occurs, there is no assurance that the Issuer, the
Guarantor or its subsidiaries will be able to obtain the lenders’ waiver in a timely manner or at
all, or that the assets and cash flow of the Issuer, the Guarantor or its subsidiaries would be
sufficient to repay all of their respective debts in full as they become due or accelerated, or that
the Issuer, the Guarantor or its subsidiaries would be able to secure alternative financing on
terms that are acceptable to the Issuer or its subsidiaries, or at all.

Furthermore, the Group’s borrowings may be secured. Security rights may limit the Group’s
use of the underlying collateral assets and adversely affect their operational efficiency. If the
Group is unable to service its secured debt on a timely basis, the assets provided as security for
such secured debt may be subject to foreclosure, which may adversely affect the Group’s
business, prospects and financial conditions.

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

The Guarantor has a number of subsidiaries operating in different industries. Through these
subsidiaries, the Group engages in rail construction and operation, resettlement housing
development, infrastructure construction, engineering and consulting, property management,
sales of concrete and construction materials, sales and leasing of electrical and machinery
equipment and advertising. As such, the Group is exposed to risks associated with conducting
multiple businesses and operating through a large number of subsidiaries.

For example, the Group is exposed to business, market and regulatory risks relating to
different industries and markets, and may from time to time expand its businesses to new
industries and markets in which it has limited operating experience. It needs to devote
substantial resources to become familiar with, and monitor changes in, different operating
environments so that it can succeed in its businesses. Furthermore, given the Guarantor’s
reliance on its subsidiaries, it is critical to ensure that the Guarantor’s subsidiaries have
sufficient working capital for their operations. The capital contributions by the Guarantor or
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other members of the Group to some major subsidiaries of the Guarantor may be made in
non-cash forms, such as land use rights, intellectual properties and equipment, the fair value of
which might not have been accurately assessed or were even overpriced at the time such capital
contribution was made. This may result in such subsidiaries receiving assets that worth less than
their registered capital, and as a result adversely and materially affect the ability of such
subsidiaries to carry out business operations or to meet their obligations under financing
agreements.

In addition, successful operation of the Guarantor’'s subsidiaries requires an effective
management system. As the Group continues to grow and expand into various industries, the
Group’s operations may become more complex, which would increase the difficulty of
implementing its management system.

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

The Group’s business operations are subject to extensive regulation at various levels of
government, and any failure to comply with applicable laws, rules and regulations,
including obtaining any necessary qualifications, permits or approvals for its operations
may adversely affect the Group.

Certain business activities of the Group, such as rail construction and operation,
resettlement housing development, infrastructure construction, engineering and consulting,
property management, sales of concrete and construction materials, sales and leasing of
electrical and machinery equipment and advertising, are extensively regulated in the PRC. The
operation of these business activities requires a number of approvals, licences and permits from
different governmental authorities. It may take considerable time and resources to obtain and
maintain all of these approvals and certificates. Governmental authorities in the PRC have broad
discretion in implementing and enforcing applicable laws and regulations and in granting the
approvals, licences, permits and certificates necessary for the Group to conduct its business.
Failure to obtain in a timely manner or maintain the necessary approvals, licences or permits
could result in delay or suspension of the Group’s business operations, and may subject the
relevant members of the Group to regulatory or administrative penalties.

In addition, the PRC governmental authorities may amend existing regulations or
promulgate new regulations from time to time. The Group may encounter problems in obtaining,
maintaining or renewing the permits, licences, certificates and government authorisations
necessary to conduct its business and may be unable to comply with new laws, regulations or
policies. In addition, to ensure the restrictions and conditions of relevant business permits,
licences and certificates are fulfilled, governmental authorities also conduct regular and special
inspections, investigations and inquiries. If any significant non-compliance is found by the
governmental authorities during such investigations or inquiries, the Group’s permits, licences
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and certificates may be suspended or revoked, and the Group may become subject to fines or
other forms of penalties, which could have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects.

The Group has historically experienced net cash outflow from operating activities.

For the years ended 31 December 2019 and 2021, the Group recorded net cash outflow
from operating activities with the amounts of approximately RMB3.7 billion and RMB3.3
billion, respectively. The Group’s net cash outflow from operating activities was largely
attributable to the increase of investment in construction projects and the mismatch in the
construction and development projects between the development timetable, which dictates the
Group’s expenditures, and the time when it receives funds for the relevant projects from the
relevant government agencies. There is no assurance whether the Group will not record net cash
outflows from operating activities again in the future, and any such cash outflows may have a
material and adverse effect on the Group’s liquidity, financial condition, results of operations
and prospects. See also “— Failure to obtain sufficient capital on acceptable terms or in a timely
manner may adversely affect the Group’s business and growth prospects”.

The Group is exposed to risks in relation to the inventories it maintains.

As at 31 December 2019, 2020 and 2021, the Group’s inventories amounted to RMB183.0
million, RMB1,039.8 million and RMB4,263.4 million, respectively, representing 0.2 per cent.,
1.0 per cent. and 2.8 per cent. of the Group’s total assets, respectively. The Group’s inventories
comprise primarily of developed projects at cost, finished goods, goods in transit, unfinished
goods and raw materials. Although the current level of inventories is relatively low, there is no
assurance such level will not increase in the future. Any decrease in the market demand and the
corresponding drop in the sales of properties and projects that the Group developed or the
services that the Group provided could cause the Group’'s inventories to accumulate and
depreciate in value, which may adversely affect the Group’s businesses, financial condition,
results of operations and prospects. In addition, costs for on-going rail transit projects,
infrastructure construction projects and resettlement housing development projects, which are
recognised as inventories on the Group’s consolidated balance sheet are illiquid assets and might
not be sold for cash in an efficient manner. This may limit the Group’s ability to respond to
changing economic, financial and investment conditions. The Group’s ability to sell these
inventories to a large extent relies on the market demand for the properties and projects it
develops. These factors may in turn be affected by the controlling measures of the PRC
Government on urban development investment and the PRC Government’s macroeconomic and
monetary policies, which are beyond the Group’s control. Any failure to effectively manage the
Group’s inventory level will have a material impact on the Group’s cash flow and adversely
affect its ability to carry on ordinary business activities and to serve its outstanding debt, such
as the Bonds, which in turn could materially and adversely affect the Group’s business, financial
condition, results of operations and prospects.

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

The Group has substantial indebtedness outstanding. As at 31 December 2021, the Group’s
total indebtedness (comprising short-term borrowings, non-current liabilities due within one
year, other current liabilities, long-term borrowings, bonds payable and long-term payable)
amounted to RMB104.1 billion, representing 68.1 per cent. of the Group’s total assets as at the
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same date, of which RMB10.4 billion would become due within 12 months. The PRC
Government has historically adjusted interest rates from time to time as implementation of the
PRC Government’s economic and monetary policies. Starting August 2019, the National
Interbank Funding Centre (%2 $£17 [#] 7] 3£ 4% {4 H.0>) is authorised by PBOC to publish the LPR
on a monthly basis based on the prime rate offered by a panel of commercial banks, and Chinese
banks are required to use the LPR as the reference rate for the pricing of its loans extended after
1 January 2020. As at the date of this Offering Circular, most of the Group’s bank borrowings
bear interest at floating interest rates linked to the LPR. Any material fluctuation in the LPR
may have a material impact on the Group’s interest expenses under its bank loans and debt
securities issued and in turn affect its results of operations. Although the Group’s business and
financial condition may benefit from the currently low prevailing interest rates in the market,
there is no assurance that this low-interest environment will continue.

The Group may not successfully expand its businesses and implement its growth strategies.

The Group may from time to time expand its businesses to new industries or markets in
which it has limited operating experience. Such expansion may require the Group to devote
substantial resources to become familiar with, and monitor changes in, different operating
environments so that it may succeed in such new business. The Group’s ability to successfully
grow its new business and implement its expansion strategy depends on a variety of factors,
including its ability to identify attractive projects, obtain required approvals from relevant
regulatory authorities, obtain sufficient capital on acceptable terms in a timely manner and
maintain working relationships with various governmental authorities and agencies, some of
which may be out of the Group’s control. There is no assurance that the Group will be able to
successfully grow its businesses, implement its expansion strategies, manage or integrate any
newly-acquired operations with the Group’s existing operations. Failure by the Group to grow
new businesses or implement its expansion strategies could have a material adverse effect on its
business, financial condition, results of operations and prospects.

The Group may be unable to continue to procure an adequate supply of raw materials at
acceptable prices and quality in a timely manner for its concrete and construction materials
business and electrical and machinery equipment business.

Successful operations of the Group depend on its ability to obtain from its suppliers
sufficient quantities of raw materials and other commodities at acceptable prices and quality in a
timely manner. The Group is exposed to the market risk of fluctuations in certain commodity
prices for raw materials such as sand, stone, clinker, slag power, fly ash, additive, rebar, copper
bar, breaker and other materials utilised in its concrete and construction materials business and
electrical and machinery equipment business. The price and availability of such raw materials
may vary significantly from year to year due to factors such as China's import restrictions,
consumer demand, producer capacity, market conditions and costs of materials. The Group may
also be affected by increases in energy prices, including electricity and fuel prices, for the
operation of its machinery and equipment.

There is no assurance that the Group will be able to continue to secure sufficient raw
materials from its existing suppliers or from alternative sources at prevailing or acceptable
prices, in a timely manner, or at all. There is no assurance that the Group will not encounter
difficulties in obtaining quality materials or shortages of raw materials, or that the Group will be
able to absorb any increase in raw material prices or pass them on to its customers.
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Any failure by the Group to maintain relationships with its major suppliers or customers
would have an adverse effect on the Group’s business.

The Group rely on some major suppliers and customers for the concrete and construction
materials business and electrical and machinery equipment business. There can be no assurance
that the Group will be able to maintain or improve its relationships with its major suppliers or
customers, or that it will be able to continue to purchase products from these suppliers for these
customers at current pricing and levels or at all. In addition, any decline in its major suppliers’
or customer’s businesses could lead to a decline in supply from these suppliers or a decline in
demand from these customers. If any of the Group’s major suppliers or major customers were to
substantially reduce the size or value of the supply or the size or value of the demand, as the
case may be, it provides or requests with the Group or terminate its business relationship with
the Group entirely, the Group may not be able to obtain supply from other suppliers to replace
any such lost supply on comparable terms or at all or obtain demand form other customers to
replace any such lost demand on comparable terms or at all. If any of these relationships were to
be so terminated and the Group were unable to obtain replacement, the business, financial
condition, results of operations and prospects of the Group may be materially and adversely
affected.

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

Potential product liability claims can be filed against the Group if products or materials
that the Group procured or manufactured 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 Group's reputation. If
successful, product liability claims may require the Group to pay substantial damages which may
not be sufficiently covered by the claims that the Group is entitled to file against the suppliers.
As at the date of this Offering Circular, the Group has not experienced any significant product
liability claims.

Moreover, a material design, manufacturing or quality related failure or defect in products
or materials that the Group procures or supplies, or other safety issues could each warrant a
request for repair or replacement which may result in increased product liability claims. As at
the date of this Offering Circular, the Group has not experienced any material request for repair
or replacement that adversely impacts the Group’s business, results of operation and financial
condition. In case of defects, the Group may be required to repair or replace the defective
products or materials or 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.

The development and utilisation of new technology may not always produce positive results.
The Group is often engaged to undertake large and complicated projects that require it to
design and develop new technologies and construction methods because of its strong research,

design and development capabilities. There can be no guarantee that the Group would always
successfully develop these new technologies and construction methods after substantial resources
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have been invested by the Group. The use of new technologies and construction methods could
also result in experimental failures, increased costs or unstable conditions, affecting the
profitability of some of the Group’s projects, which could materially and adversely affect the
business and results of operations of the Group.

Fluctuations in the price of construction materials could adversely affect the Group’s
business and financial performance.

The cost of construction materials, such as steel and cement, constitutes a significant
portion of the Group’'s costs for its rail construction and operation, resettlement housing
development and infrastructure construction business. Construction material costs have
fluctuated significantly, and may fluctuate significantly in the future. Any increase in the cost of
construction materials may result in an increase in the costs for the Group’s rail construction and
operation, resettlement housing development and infrastructure construction businesses, which
may pose an adverse effect on the financial performance of the Group.

Delays or defaults in payments to the Group may affect its working capital and cash flow.

The payments for the Group’s resettlement housing development projects are usually made
in instalments over a period of time after projects are completed. However, the Group incurs
costs, such as labour costs, from the beginning of the project and before achieving any
milestones warranting payment from its customers, and thus bears the risk of pre-paying costs
and expenditures for each project it constructs. As such, any delay or default in the payments to
the Group may increase the Group’s liquidity pressure, which will in turn increase its financial
vulnerability and adversely affect its financial condition and results of operations. There is no
assurance that all payments will continue to be made in a timely manner, or that no events of
default will occur in the future.

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

The Group engages third-party contractors in its business operations, such as rail
construction and operation, resettlement housing development, infrastructure construction and
engineering and consulting businesses. The Group generally selects independent contractors
through statutory tendering processes. However, there is no assurance that the services rendered
by any of the contractors selected by the Group or subcontractors selected by the Group’s
contractors will always be satisfactory or meet the Group’s quality and safety standards. If the
performance of any contractor or subcontractor is not satisfactory or does not meet the Group’s
quality and safety standards, the Group may need to replace such contractor or take other actions
to remedy the situation, which could adversely affect the cost and progress of its projects. In
addition, the Group may be requested on short notice to undertake additional construction or
development projects, and there may be a shortage of contractors that meet the Group’s quality
requirements under such short notices. Contractors may also undertake projects for other
companies and developers, engage in risky or unsound practises or encounter financial or other
difficulties, which may affect their ability to complete their work for the Group on time and
budget. Any of these factors could have a material adverse effect on the Group’s business,
financial condition, results of operations and prospects.
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The Group may face delays and cost overruns with the construction projects, which may
adversely affect its results of operations.

There are a number of risks associated with the Group’s rail construction and operation,
resettlement housing development and infrastructure construction projects with respect to their
construction, financing and/or operation. The Group’s construction projects typically require
substantial capital expenditures during the construction or development phase and can take a
substantial period of time to complete. The time taken and the costs involved in completing
these projects can be adversely affected by many factors, including shortages of materials,
equipment and labour costs, adverse weather conditions, natural disasters, terrorism, labour
disputes, disputes with sub-contractors, accidents, changes in governmental priorities and other
unforeseen circumstances, many of which are out of the Group’s control. Any of these could
give rise to delays in the completion of the Group’s projects. The Group’s cost to complete its
projects is also be affected by changes in the price of labour and raw materials, which is often
beyond the Group’s control. In addition, the Group may also be required to take extra
precautionary safety and health measures, such as those required by the PRC Government to
contain the COVID-19 outbreak, and thus incur additional cost for the construction and
development of its projects. Under such circumstances, the Group may be required to make
additional investment, incur additional expenditures, or experience liabilities, reduced efficiency
and lower financial returns, which may in turn materially and adversely affect the Group’s
business, financial condition, results of operations and prospects.

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

The Group relies on its quality control systems to ensure the safety and quality of its
projects. Therefore it needs to maintain an effective quality control system. The effectiveness of
the Group’s quality control system depends significantly on a number of factors, including a
timely update of the quality control system to suit the ever-changing business needs, the
availability of related training programmes as well as its ability to ensure that the Group’s and
the contractors’ employees adhere to its quality control policies and guidelines. There is no
assurance that the quality of the Group's projects will always meet the required standard. Any
failure or deterioration of the Group’s quality control systems could result in defects in its
projects, which in turn may subject the Group to contractual, product liability and other claims.
Any such claims, regardless of whether they have any merit, could cause the Group to incur
significant costs, harm its business reputation and result in significant disruption to its
operations. Furthermore, if any of such claims are ultimately successful, the Group could be
required to pay substantial monetary damages or penalties. Although the Group believes that its
quality control systems have functioned properly, there is no assurance that failures in its quality
control systems will not occur in the future, and any such failure could have an adverse effect
on the Group’s business and operations.

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

Under applicable PRC laws and regulations, if the Group does not commence development
for more than one year after the date specified in the relevant land use rights grant contract, or
the Group commences development on an area which is less than one-third of the area granted,
or the capital invested in the development is less than one-fourth of the total investment
approved for the development and the development is suspended for more than one year without
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governmental approval, the PRC Government may impose an idle land fee equal to 20 per cent.
of the land premium or allocation fees. The PRC Government may revoke the land use rights
certificate without compensation if the Group does not commence development for more than
two years after the date specified in the relevant land use rights grant contract without
compelling causes. The State Council issued the Notice on Promoting the Saving and
Intensification of Use of Land (1275 B B i I #E i 4 45 49 F #b (% %8 %) which states, among other
things, that the MLR and other authorities are required to research and commence the drafting of
implementation rules concerning the levy of land appreciation fees on idle land. Furthermore,
MLR issued the Notice on Restricting the Administration of Construction Land and Promoting
the Utilisation of Approved Land ([ - & U 5 B A i b g2 e FF b B A1 2 8t i >R st R 1Y
# %1 on 11 August 2009 which reiterates its policy on idle land. Idle Land Disposal Measures
(P B 1 bk B HFE) became effective on 28 April 1999 and was amended on 1 July 2012,
providing the procedures for disposal of idle land. Any fines or penalties imposed, or any
cancellation of land use rights with respect to idle lands may materially and adversely affect the
Group’s business, financial condition and results of operations. As at 31 December 2021, the
Group did not possess any land for which it had not commenced development within the time
stipulated in the relevant land use rights grant contracts. However, the Group may have idle land
issue in the future and the imposition of fines and penalties in relation to any idle land could
have a material and adverse effect on the Group’s business, financial condition, results of
operations and prospects.

The Group’s ability to raise fares to cover the Group’s operating costs could be limited.

The Group undertakes the financing, investment and construction of Jian rail transit system
in Jinan City and will operate the rail transit lines upon completion of the construction. See also
“Description of the Group — Description of the Group’s Business — Rail Construction and
Operation” for more details. The Group is currently at the stage of researching and determining
the appropriate range of ticket fares. Due to the public services nature of the Jinan rail transit
system, the Jinan Municipal Government strictly controls the ticket fares. Accordingly, the
Group relies on the Jinan Municipal Government to determine rail transit fares, by making a
proposal to adjust rail transit fares, subject to the Jinan Municipal Government’s approval.
Therefore, the Group’s ability to raise fares is subject to the Jinan Municipal Government’s
approval, which takes into consideration factors such as changes in market conditions, trends in
usage of public transportation and other factors to compensate for increases in operating,
financing and other costs which are limited by the Jinan Municipal Government’s policies on rail
transit fares, competitive dynamics in the mass transit industry and commuter preferences.

A decline in passenger volume may adversely affect the operating income of the Group’s
rail construction and operation business.

The rail construction and operation business is dependent on, among other things, the
number of passengers, competition from alternative transportations, natural disasters and the
continued fitness of the bus transits for bearing passenger volumes. Passenger volume is,
directly and indirectly, affected by a number of factors, including the availability, quality,
proximity and ticket rate differentials of alternative means of transportation.

The stability in transport capacity of roads and tunnels has been impacting the overall rail

transit transportation industry. Widening and expansion works of nearby expressways and local
roads, as well as openings of new roads, will also hinder traffic growth of metros and railways.
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To the extent that capacity shortages may reduce the volume of passengers, the Group’'s
business, results of operations and financial condition may be materially and/or adversely
affected.

Alternative modes of transportation may also affect the Group’s rail construction and
operation business. There is no assurance that new competing transportations will not be
operational to divert traffic and other existing competing modes of transportation will not
significantly improve their services and consequently will not materially adversely affect the
revenue, results of operations and financial condition of the Group.

Competition in Jinan City from other forms of public and private transportation may
adversely affect the Group.

As a developer and operator of the mass transit rail network in Jinan City, the Group
competes with other forms of public and private transportation available in the city, principally
buses, taxis and private vehicles. The speed, reliability and comfort offered by rail transit system
in Jinan City may be eroded by:

. the general improvement in bus services, including wider use of air-conditioning on
buses;

. the expanding bus network;

. the opening of new highways and expressways thus resulting in an overall
improvement in road traffic conditions; and

. the increased ownership and usage of private vehicles.

Private vehicles and other forms of public transportation may cover more routes throughout
Jinan City and its vicinities and provide commuters with alternative access or more comfortable
and convenient transportation services. There is no assurance that the Group will be able to
compete with existing and new forms of transportation in respect of each of these factors, or at
all. As a result, the Group expects increased competition from such public and private
transportation providers, which may adversely affect the Group.

The Group is exposed to risks in relation to work safety and occurrences of accidents.

There are inherent risks of work injuries or accidents occurring in the course of the Group’s
business operations due to the nature of the services being performed, particularly in the
provision of rail construction and operation business, resettlement housing development business
and infrastructure construction business, as the Group’s employees may be required to work in
dangerous environments. The Group’s employees may be required to undertake certain tasks
including, but not limited to the following: (i) working at height or on slippery surfaces or in the
dark; (ii) operation of electrical appliances in undertaking minor maintenance works; (iii) lifting
heavy objects; (iv) working in new and unfamiliar environments; (v) defending and protecting
individuals against aggressors; (vi) handling disputes amongst residents or tenants in the
properties and parking lots the Group manages and/or operates; and (vii) maintaining order in
crowded events.
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The Group’s involvement in major accidents or incidents in the course of its operations,
particularly if reported by the media, may adversely affect the Group’s reputation and its client’s
perception of the quality of its services. The Group cannot ensure that any incidents or
accidents, which could result in property damage, personal injury or even death to the third
parties including residents and aggressors, property owners or the Group’s employees, will not
occur again in the future. Accidents resulting in personal injury or loss or damage to property
may also arise if the Group’s employees fail to follow its work safety measures and procedures.
However, accidents may occur in the ordinary course of the Group’s business. The Group cannot
ensure that its employees will fully comply with the safety measures and plans it implements
during their execution of the above tasks or any other tasks. In such events, the Group may be
held liable for the losses or be subject to prosecution. The Group may also be exposed to claims
of negligent or reckless behaviour on the part of its employees. The Group may also experience
interruptions to its business operations and may be required by government authorities to change
the manner in which it operates following any incidents or accidents. Any of the foregoing could
materially and adversely affect the Group’s reputation, business, financial position and results of
operations.

The Group is subject to joint venture risks.

The Group has developed and is planning to develop certain projects or business operations
jointly with other entities through joint ventures, minority investment, or cooperation in other
forms as a result from the deepened reform of state-owned companies and the accompanying
restructuring or divestiture strategies and activities. The Group’s joint venture partners may:

. have economic or business interests or goals that are inconsistent with the Group’s;

. take actions contrary to the Group’s instructions or requests or contrary to its policies
or objectives;

. be unable or unwilling to fulfil their obligations under the relevant joint venture; or
. have financial difficulties.

Additionally, a disagreement with any of the Group’s joint venture partners in connection
with the negotiation and finalisation of the joint venture agreement, the scope or performance of
its respective obligations under the joint venture arrangement could affect the Group’s business
and operations. Further, the Group may not be able to control the decision-making process of the
joint ventures without reference to the relevant partners where the Group does not have majority
control of the joint venture. A serious dispute with the Group’s joint venture partners, the early
termination of the Group’s joint venture arrangements or the failure of planned joint venture
agreements to materialise could adversely affect the Group’s business, financial condition and
results of operations. In the event that the Group encounters any of the foregoing problems with
respect to its joint venture partners, the Group’s business, financial condition and results of
operations may be materially and adversely affected.
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Labour shortages, labour disputes or increases in labour costs of any third-party
contractors engaged for the Group’s projects as well as implementation of PRC
employment regulations could materially and adversely affect the Group’s business,
financial condition, results of operations and prospects.

Many of the Group’s businesses are labour intensive. The Group also relies on third-party
contractors to carry out rail construction and operation, resettlement housing development,
infrastructure construction, engineering and consulting, property management, sales of concrete
and construction materials, sales and leasing of electrical and machinery equipment, advertising
and other business operations. Increasing awareness of labour protection as well as increasing
minimum wages is likely to increase the labour costs of PRC enterprises in general, including
the Group or the contractors participating in the Group’s projects.

The PRC Labour Contract Law (% A RILFE %) 5 F %) (the “Labour Contract
Law”) became effective on 1 January 2008 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 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 average monthly wage of the employee 12 months before the termination
of the employment contract 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 Labour
Contract Law.

In addition, unless otherwise prohibited by the Labour Contract Law or objected to by the
employees themselves, the employer is also required to enter into non-fixed-term employment
contracts with employees who have previously entered into fixed-term employment contracts for
two consecutive terms. In addition, under the Regulations on Paid Annual Leave for Employees
(% 3% 3 AE (B % 1)), 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 five to
fifteen days, depending on the length of the employees working experience. 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.

Further, under the 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 Labour Contract
Law without cause. In the event the Group decides to significantly change or decrease the
Group’s workforce, the 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.

As such, labour shortages, labour disputes or increases in labour costs of the Group or
third-party contractors could directly or indirectly prevent or hinder the construction progress,
and, if not resolved in a timely manner, could lead to delays in completing the Group’s projects
which could materially and adversely affect the Group’s business, financial condition, results of
operations and prospects.
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The insurance coverage of the Group may not adequately protect it against all operational
risks or any potential liabilities or losses.

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

. operating limitations imposed by environmental or other regulatory requirements;
. defective quality of the properties it develops;

. work-related personal injuries;

. on-site production accidents;

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

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

. loss on investments;

. environmental or industrial accidents; and

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

The Group maintains limited insurance policies, but usually requires contractors for its
construction projects to maintain the insurance coverage for the projects, which the Group
believes to be consistent with the industry and business practise in the PRC. However, some of
the above-mentioned operational risks may not be covered by the insurance policies maintained
by the contractors of the Group, and, even if covered, claims under these insurance policies may
not be honoured fully or on time, or the insurance coverage may not be sufficient to cover the
costs incurred in the Group’s operations related to the above-mentioned operational risks. There
are also certain types of losses (such as from wars, acts of terrorism or acts of God, business
interruption, property risks and third party (public) liability) that generally are not insured
because they are either uninsurable by nature or not economically insurable. To the extent that
the Group suffers loss or damage that is not covered by insurance or exceeds the limit of the
insurance coverage, the Group’s results of operations and cash flow may be materially and
adversely affected.

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

The Group is required to comply with extensive environmental, safety and health
regulations in the PRC. Failure to comply with such regulations may result in fines or
suspension or revocation of the Group’s licences or permits to conduct its business. Given the
volume and complexity of these regulations, compliance may be difficult or involve significant
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financial and other resources to establish efficient compliance and monitoring systems. There is
no assurance that the Group will be able to comply with all applicable requirements or obtain
these approvals and permits on a timely basis, if at all. As at the date of this Offering Circular,
the Group has not experienced any significant non-compliance with applicable safety regulations
or requirements. In addition, PRC laws and regulations are constantly evolving. There is no
assurance that the PRC Government will not impose additional or stricter laws or regulations,
which may increase compliance costs of the Group. Any failure to comply with the current or
future environmental, safety and health regulations may materially and adversely affect the
Group’s business, financial condition and results of operations.

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

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

The Group’s success depends on the continuing service of its management team and
qualified employees and any failure to attract and retain competent personnel may
adversely affect the Group’s business.

The success of the Group’s business has been, and will continue to be, heavily dependent
upon the continuing service of the Guarantor’s directors and senior management. If the
Guarantor loses the services of any of its key executives and cannot replace them in a timely
manner, the Group’s business may be materially and adversely affected.

In addition, the Group’s success depends on its ability to attract and retain key personnel
who possess in-depth knowledge and understanding of the industries in which the Group invests
or operates. These key personnel include experienced finance professionals, project development
and management personnel, and other operation personnel. Competition for attracting and
retaining these individuals is intensive. Such competition may require the Group to offer higher
compensation and other benefits in order to attract and retain qualified professionals, which
could materially and adversely affect the Group’s financial condition, results of operations and
prospects. As a result, the Group may be unable to attract or retain these personnel to achieve its
business objectives and the failure to do so could severely disrupt its business and prospects. For
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example, the Group may not be able to hire enough qualified personnel to support its business
expansion. Furthermore, as the Group expands its business and hires new employees, such new
employees may take time to get accustomed to any new standard procedures and consequently
may not comply with the standard procedures of such new business in an accurate and timely
manner. The occurrence of any of these events could lead to unexpected losses to the Group and
adversely affect its revenue and financial condition.

The Group may not effectively implement risk management and internal control policies
and procedures to manage its financial risks.

Financial risks are inherent in the Group’s businesses. Although policies and procedures are
in place to identify and report on a timely basis the liquidity, interest rate and credit risks arising
from the activities of its businesses, there is no assurance that these systems and procedures will
prevent any loss that affects the Group’s financial conditions. In addition, many of the Group’s
current financial risk management systems have a significant manual component. There are
additional risks inherent in any manual risk management system, including human error. The
reliability of the Group’s risk management systems and the information generated therefrom
depends on, inter alia, the configuration and design of the systems, the built-in system control
features and the internal control measures surrounding them. Any failure of internal control
could have a material adverse effect on the Group’s businesses, results of operations and
financial conditions.

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

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

Such misconduct could include:

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

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

. improperly using or disclosing confidential information;

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

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

. engaging in misrepresentation or fraudulent, deceptive or otherwise improper activities
when marketing or selling products;
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. engaging in unauthorised or excessive transactions to the detriment of the Group’'s
customers;

. making or accepting bribery activities;
. conducting any inside dealing; or

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

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

The Group may be involved in disputes, litigation and other proceedings arising out of its
operations from time to time and may face significant liabilities as a result.

The Group may from time to time be involved in disputes with various parties involved in
its business, including contractors, tenants, suppliers and purchasers. Such disputes may lead to
litigation or other proceedings and they may damage the Group’s reputation, increase the
Group’s costs of operations and divert the Group’s management’s attention from daily business
operations. In addition, where regulatory bodies or governmental authorities disagree with the
Group’s conduct in respect of its operations, the Group may be subject to administrative
proceedings and unfavourable decrees that could result in liabilities and delays to its projects.
There is no assurance that the Group will not be so involved in any major litigation or other
proceedings in the future, which may subject the Group to significant liabilities and materially
and adversely affect the Group’s business, financial condition, results of operations and
prospects.

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

The historical financial information of the Group included in this Offering Circular is not
indicative of its future financial results. This financial information is not intended to represent or
predict the results of operations of any future periods. The Group’s future results of operations
may change materially if its future growth does not follow the historical trends for various
reasons, including factors beyond its control, such as changes in economic environment, PRC
environmental rules and regulations and the competitive landscape of the industries in which the
Group operates its business. Furthermore, the future results of operations of the Group may also
fluctuate or change materially due to changes in the Group’s business model and/or the
accounting treatments applied thereto. In addition, there is no assurance that the Group will not
record an operating loss in the future, which may have an adverse effect on the Issuer’s ability
to pay its debt, including the Bonds.
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Public corporate disclosure about the Guarantor and the Issuer may be limited.

As the Guarantor’s and the Issuer’s equity securities are not listed on any stock exchange,
there may be less information about it publicly available than is regularly made available by
listed companies.

PCCPA, the Group’s independent auditors for the years ended 31 December 2019, 2020 and
2021, has previously been and is now being investigated, censured or penalised by relevant
regulatory authorities.

PCCPA, the Group's independent auditors for the years ended 31 December 2019, 2020 and
2021, is a registered accounting firm in the PRC supervised by relevant PRC regulatory
agencies. PCCPA has previously been and is now being investigated, censured or penalised by
relevant regulatory authorities in the PRC on various occasions, including multiple
investigations undertaken by the CSRC in recent years. In connection with the investigations on
PCCPA’s certain negligence in performing its audit services for PRC companies, administrative
sanctions, including warnings and/or monetary penalties on PCCPA’s and/or warnings, monetary
penalties or restriction on market access on its specific accounting personnel involved in the
relevant audit work, were imposed by the relevant regulatory authorities. PCCPA has confirmed
that the auditors who participated in the audit of the Company’s historical financial statements
were not the subject of, or involved in the abovementioned investigation, censures, suspension
or administrative sanctions or any such other investigations, censures, suspension or
administrative sanctions and they are not subject to any investigation or penalty by any
regulatory body, competent authority or industry association, and the previous censures were in
respect of companies that are unrelated to the Group. PCCPA has further confirmed that their
audit and review work for the Group, including in respect of the financial statements included
elsewhere in this Offering Circular, its registration as an accounting firm, its ability to provide
comfort letters and the qualifications participating in this offering, are not affected by such
investigations, censures or suspensions. As at the date of this Offering Circular, each of the
Issuer, the Company and the Group is not aware of any fact or occurrence of development which
causes it to believe that individual auditors who participated in the audit or review of its
financial statements are or would become subject to any censure, investigation or other similar
proceedings.

However, the process time and the results of the abovementioned investigations and the
penalties PCCPA may face remain uncertain. There can be no assurance that such potential
penalties will not retrospectively affect the services provided by PCCPA to the Issuer, the
Company and the Group in relation to the offering of the Bonds, as well as other fundraising
activities in the PRC. Such further sanctions, revocations and suspensions may also restrict it
from providing audit services or other services in connection with our future financing
transactions. If any of these events were to happen, our reputation and the trading price of the
Bonds may be affected. Potential investors should consider these factors prior to making any
investment decision.

The Company’s consolidated financial statements included in this Offering Circular have
been prepared and presented in accordance with the PRC GAAP, which are different from

IFRS in certain respects.

The Company’s consolidated financial statements included in this Offering Circular have
been prepared and presented in accordance with PRC GAAP. PRC GAAP is substantially in line
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with IFRS, except for certain modifications. Please see “Summary of Certain Differences
between PRC GAAP and IFRS for details. In addition, the MOF may promulgate new
accounting standards or requirements in relation to financial statements which would affect the
PRC GAPP and the Company’s accounting policies, or that the Company and/or its subsidiaries
may change their accounting estimates in accordance with the applicable PRC GAPP from time
to time, each of which may affect the presentation and comparability of the Group’s financial
statements. Each investor should consult its own professional advisers for an understanding of
the differences between PRC GAAP and IFRS and/or between PRC GAAP and other generally
accepted accounting principles, and how those differences might affect the financial information
contained herein.

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

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

The Company from time to time issues corporate bonds in the domestic capital markets in
the PRC. According to applicable PRC securities regulations on debt capital markets, the
Company needs to publish its periodical financial information to satisfy its continuing disclosure
obligations relating to its corporate bonds and short-term commercial paper. After the Bonds are
issued, the Company is required under the Terms and Conditions of the Bonds, among others, to
provide holders of the Bonds with its audited financial statements and certain unaudited and
unreviewed interim financial statements. The periodical financial information published by the
Group in the PRC is normally derived from the Group’s management accounts which have not
been audited or reviewed by independent auditors. As such, this financial information published
in the PRC should not be referred to or relied upon by potential purchasers to provide the same
quality of information associated with any audited or reviewed information. The Company is not
responsible to holders of the Bonds for the unaudited and unreviewed financial information from
time to time published in the PRC and therefore potential investors should not place any reliance
on any such financial information.

RISKS RELATING TO THE PRC

There exist uncertainties with respect to the interpretation and enforcement of PRC laws
and regulations in relation to debt securities, and the PRC legal system could limit the legal
protection available to investors.

The PRC Government has promulgated laws and regulations dealing with economic matters
as the issuance and trading of securities, shareholder rights, foreign investment, corporate
organisation and governance, commerce, taxation and trade. However, many of these laws and
regulations continue to evolve, may be subject to different interpretation and may be
inconsistently enforced. These uncertainties relating to the interpretation of PRC laws and
regulations can affect the legal remedies and protection that are available to investors and can
adversely affect the value of an investment.
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Changes in PRC political and economic policies and conditions could adversely affect the
Group’s business and prospects.

The PRC has been, and will continue to be, a significant operating base for the Group’s
business. The economy of the PRC differs from the economies of most developed countries in
many respects, including:

. structure;

. level of government involvement;
. level of development;

. growth rate;

. control of foreign exchange; and
. allocation of resources.

The PRC Government has been pursuing economic reforms to transform its economy from
a planned economy to a market economy since 1978 emphasising utilisation of market forces in
the development of the PRC economy. However, a substantial part of the PRC economy is still
being operated under various controls of the PRC Government and it continues to play a
significant role in regulating industries by imposing industrial policies. By imposing industrial
policies and other economic measures, such as control of foreign exchange, taxation and foreign
investment, the PRC Government exerts considerable direct and indirect influence on the
development of the PRC economy. Many of the economic reforms carried out by the PRC
Government are unprecedented or experimental and are expected to be refined and improved
over time. Other political, economic and social factors may also lead to further adjustments of
the reform measures. This refining and adjustment process may not necessarily have a positive
effect on the Group’s operations and business development. For example, the PRC Government
has in the past implemented a number of measures intended to slow down certain segments of
the economy that the government believed to be overheating, such as raising benchmark interest
rates of commercial banks, reducing currency supply and placing additional limitations on the
ability of commercial banks to make loans by raising bank reserves against deposits. The
Group’s business, results of operations or financial condition may be adversely affected by
changes in the PRC political, economic and social conditions, laws, regulations and policies and
by changes in the rates or method of taxation and the imposition of additional restrictions on
currency conversion.

These limitations on the cash flow between the Company and its PRC subsidiaries could
restrict the Group’s ability to act in response to changing market conditions and transfer the
proceeds from the issue of the Bonds to its onshore subsidiaries and to make dividend payments
from its PRC subsidiaries, thus affecting the Group’s ability to pay the interest due and payable
under the Bonds on each interest payment date, or to pay the principal of the outstanding Bonds
on the maturity date.

Furthermore, the Group’s property development business is subject to extensive government

regulation and are highly susceptible to changes in the regulatory measures and policy initiatives
implemented by the PRC Government. Investments in the PRC property sector have increased
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significantly in the past decade. In response to concerns over the rapid increase in property
investments and property prices, the PRC Government introduced an array of policies and
measures intended to curtail the overheating of property development and discourage speculation
in the residential property market. These measures include the credit tightening measures. There
is no assurance that the PRC Government will not adopt more stringent industry policies,
regulations and measures in the future. Restrictive government policies and measures could
materially and adversely affect the prospects, financial condition and results of operations of the
Group’s property development business segment, such as by limiting the Group’s access to
capital, reducing consumer demand for its properties and increasing its operating costs. They
may also lead to changes in market conditions, including price instability and imbalance of
supply and demand in respect of office, residential, retail, entertainment and cultural properties,
which may in turn materially and adversely affect the prospects, financial condition and results
of operations of the Group’s property development business segment.

The possible slowdown of the PRC economy could have an adverse effect on the Group’s
business results of operations and financial condition.

The PRC experienced a slowdown in its economic growth in the second half of 2008, 2009
and in more recent years. A number of factors have contributed to this slowdown, including the
appreciation of the Renminbi and the tightening macroeconomic measures and monetary policies
adopted by the PRC Government aimed at preventing overheating of the PRC's economy and
controlling the PRC’s level of inflation, and stabilising the growth of specific sectors, including
the property market. Due in large part to such control measures, including home purchase
restrictions and credit tightening policies, property markets in certain cities had experienced
decreases in both trade volume and sale prices in recent periods. There is no assurance that
property sales will return to past levels or that we will be able to benefit from any future growth
in the property market in Guangdong Province or elsewhere in the PRC. Any further decline in
property sales or decrease in property prices in the PRC generally or in the regions where the
Group property developments could have a material adverse effect on financial condition and
results of operations of the Group’s property development business segment. The slowdown was
further exacerbated by the global crisis in the financial services and credit markets. Although the
PRC economy has continued to record economic growth, the rate of economic growth in 2021
and beyond is uncertain.

As at the date of this Offering Circular, substantially all of the Group’s business operations
are conducted in the PRC. Accordingly, the Group’s results of operations, financial condition
and prospects are subject to a significant degree to economic developments in the PRC. A
negative economic climate could impact the ability of the Group’s customers to make capital
expenditures, thereby affecting their ability to do business with the Group. The recurrence of
adverse macroeconomic conditions may have an adverse effect on the Group’s business, results
of operations and financial condition.

PRC laws and regulations involve many uncertainties and the current legal system in the
PRC could have a negative impact on the Group’s business and/or limit the legal
protections available to Bondholders.

Substantially, all of the Company’s business is conducted in the PRC and its relevant
operating subsidiaries are located in the PRC. As such, these PRC subsidiaries are subject to
PRC laws and regulations applicable to foreign investment in the PRC. The PRC legal system is
a civil law system based on written statutes. Unlike the common law system, prior cases have
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little precedent value in deciding subsequent cases in the civil law legal system. Additionally,
such PRC written statutes are often principle-oriented and require detailed interpretations by the
enforcement bodies to further apply and enforce such laws. When the PRC Government started
its economic reforms in 1978, it began to build a comprehensive system of laws and regulations
to regulate business practises and overall economic orders of the country. The PRC has made
significant progress in the promulgation of laws and regulations dealing with business and
commercial affairs of various participants of the economy, involving foreign investment,
corporate organisation and governance, commercial transactions, taxation and trade. However,
the promulgation of new laws, changes in existing laws and abrogation of local regulations by
national laws may have an adverse effect on the Group’s business, results of operations and
financial condition as well as its prospects. Additionally, given the involvement of different
enforcement bodies of the relevant rules and regulations and the non-binding nature of prior
court decisions and administrative rulings, the interpretation and enforcement of PRC laws and
regulations involve significant uncertainties under the current legal environment. In addition, the
enforcement of existing laws or contracts based on existing laws may be uncertain and sporadic,
and it may be difficult to obtain swift and equitable enforcement or to obtain enforcement of a
judgement by a court of another jurisdiction. All these uncertainties may limit the legal
protections available to Bondholders.

The Group’s operations may be affected by rising inflation rates within the PRC.

Inflation rates within the PRC have been on an uptrend in recent years. The PRC
Government has taken numerous monetary tightening measures, including raising interest rates
and reserve requirement ratios, and curbing bank lending, to slow down economic growth and
control price rises. Increasing inflationary rates are 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 governmental policy and regulations, and 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 costs of its business operations may become significantly
higher than the Group has anticipated for the future, and the Group may be unable to pass on
such higher costs to consumers in amounts that are sufficient to cover its increasing operating
costs. As a result, further inflationary pressures within the PRC may have an adverse effect on
the Group’s business, results of operations and financial condition, as well as its liquidity and
profitability.

The implementation of the Labour Contract Law of the PRC may significantly increase the
Group’s operating expenses and adversely affect its business and results of operations.

On 29 June 2007, the Standing Committee of the National People’s Congress of the PRC
promulgated a new labour law, the Labour Contract Law, which was amended on 28 December
2012 and took effect on 1 July 2013. The Labour Contract Law imposes greater liabilities on
employers and significantly increases the cost to an employer for workforce reduction. It
formalises workers' rights concerning layoffs, employment contracts and the role of trade unions
and provides for specific standards and procedures for the termination of an employment
contract. In addition, the Labour Contract Law requires a statutory severance payment upon the
termination of an employment contract in most cases, including in cases of the expiration of a
fixed-term employment contract. In the event that the Group decides to change or decrease its
workforce, the Labour Contract Law could adversely limit the Group’s ability to effect such
changes in a timely and cost-effective manner, and may adversely affect its business and results
of operations.
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Enforcement of judgements obtained from non-PRC courts may be difficult.

The Issuer is incorporated in Hong Kong. A substantial part of its assets and operations are
located however within the PRC and are subject to PRC regulations governing PRC companies.
These regulations contain certain provisions that are required to be included in the articles of
association and all other major operational agreements of these PRC companies and are intended
to regulate the internal affairs of these companies. These regulations in general, and the
provisions for protection of shareholders’ rights and access to information in particular, are less
developed than those applicable to companies incorporated in Hong Kong, the United States, the
United Kingdom and other developed countries or regions.

It may be difficult to effect service of process upon, or to enforce against, the Guarantor or
its directors or members of the Guarantor’s senior management who reside in the PRC in
connection with judgements obtained in non PRC courts. Substantially all of the Group’s assets
and the Group’s members are located in the PRC. In addition, substantially all of the assets of
the Guarantor’s directors and the members of its senior management may be located within the
PRC. Therefore, it may be difficult for investors to effect service of process upon the Guarantor
or its directors or members of its senior management inside the PRC. The PRC has not entered
into treaties or arrangements providing for the recognition of judgement made by courts of most
other jurisdictions. On 14 July 2006, Hong Kong and the PRC entered into the Arrangement on
Reciprocal Recognition and Enforcement of Judgements 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 (7 1A Hh B 7 35 5 1l 47 B 1 75 B AF B 58 ] s
178 3 N\ T sl A e 1 B e 5 AR IR 9 %2 BE) (the “Choice of Court Arrangement”), pursuant
to which a party with an enforceable final court judgement rendered by a Hong Kong court
requiring payment of money in a civil and commercial case according to a “choice of court”
agreement in writing may apply for recognition and enforcement of the judgement in the PRC.
Similarly, a party with an enforceable final court judgement rendered by a PRC court requiring
payment of money in a civil and commercial case pursuant to a “choice of court” agreement in
writing may apply for recognition and enforcement of such judgement in Hong Kong. A “choice
of court” agreement in writing is defined as any agreement in writing entered into between
parties after the effective date of the Choice of Court Arrangement in which a Hong Kong court
or a PRC court is expressly designated as the court having sole jurisdiction for the dispute.
Therefore, it is not possible to enforce a judgement rendered by a Hong Kong court in the PRC
if the parties in dispute do not enter into a “choice of court” agreement in writing. As a result, it
may be difficult or impossible for investors to effect service of process against the Guarantor or
the Guarantor’s directors or members of its senior management in the PRC and/or to seek
recognition and enforcement for foreign judgements in the PRC. On 18 January 2019, Hong
Kong and the PRC entered into the Arrangement on Reciprocal Recognition and Enforcement of
Judgements in Civil and Commercial Matters between the Courts of the Mainland and of the
Hong Kong Special Administrative Region (B A 1 B A v 5 5l A7 B 2 B AH 558 ] AT IR
P R AP BE) (the “2019 Arrangement”), which seeks to establish a bilateral legal
mechanism with greater clarity and certainty for recognition and enforcement of judgements in a
wider range of civil and commercial matters between the courts of Hong Kong and the PRC. The
2019 Arrangement will be implemented by local legislation in Hong Kong and will take effect
after both Hong Kong and the PRC have completed the necessary procedures to enable
implementation and shall apply to judgements made by the courts of Hong Kong and the PRC on
or after the date of the commencement of the 2019 Arrangement. Upon commencement of the
2019 Arrangement, the Choice of Court Arrangement shall be terminated, except for “choice of
court” agreements in writing made between parties before the commencement of the 2019
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Arrangement, in which case the Choice of Court Arrangement shall continue to apply. However,
the recognition and enforcement of judgements rendered by a Hong Kong court in the PRC are
subject to the provisions, limits, procedures and other terms and requirements of the 2019
Arrangement. There can be no assurance that investors can successfully effect service of process
against the Guarantor or the Guarantor’s directors or members of its senior management in the
PRC and/or to seek recognition and enforcement for judgements rendered by a Hong Kong court
in the PRC. Furthermore, the PRC does not have treaties or agreements providing for the
reciprocal recognition and enforcement of judgements awarded by courts of the United States,
United Kingdom, or some other European countries or Japan. Hence, the recognition and
enforcement in the PRC of judgement of a court in any of these jurisdictions in relation to any
matter not subject to a binding arbitration provision may be difficult or even impossible.

Facts and statistics in this Offering Circular relating to the PRC economy may be
inaccur ate.

Some of the facts and statistics in this Offering Circular relating to the PRC, the PRC
economy and related industry sectors are derived from various publications and obtained in
communications with various agencies that the Issuer believes to be reliable. However, the
Issuer cannot guarantee the quality or reliability of such source materials. Such facts and
statistics have not been independently verified by the Issuer or any of its affiliates or advisers
and, therefore, no assurance can be given by the Issuer as to the accuracy of such facts and
statistics, which may not be consistent with other information compiled within or outside the
PRC.

Due to potentially flawed or ineffective collection methods or discrepancies between
published information and market practise and other problems, the statistics in this Offering
Circular relating to the PRC economy and related industry sectors may be inaccurate or may not
be comparable to statistics produced for other economies and should not be unduly relied upon.
Further, there can be no assurance that they are stated or compiled on the same basis or with the
same degree of accuracy as may be the case in other countries. In all cases, investors should
give consideration as to how much weight or importance they should attach to or place on such
facts or statistics.

The PRC Government’s control of currency conversion may adversely affect the value of
investors' investments.

Most of the Group’s revenue is denominated in Renminbi, which is also the reporting
currency of the Group. Renminbi is not a freely convertible currency. A portion of the Group’s
cash may be required to be converted into other currencies in order to meet the Group’s foreign
currency needs. The PRC Government may restrict future access to foreign currencies for current
account transactions at its discretion. Foreign exchange transactions under capital account in the
PRC may continue to be not freely convertible and require the approval of the SAFE. These
limitations could affect the Group’s ability to obtain foreign currencies through equity financing,
or to obtain foreign currencies for capital expenditures. In addition, significant future cash flows
in Renminbi may limit the Group’s ability to purchase goods outside the PRC or fund business
activities outside the PRC.
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Future fluctuations in the value of the Renminbi could have a material adverse effect on
the Group’s financial condition and results of operations.

A portion of the Group’s revenue, expenses and bank borrowings is denominated in Hong
Kong dollars, US dollars and other foreign currencies, although the Group’s functional currency
is the Renminbi. As a result, fluctuations in exchange rates, particularly between the Renminbi,
the Hong Kong dollar or the US dollar, could affect the Group’s profitability and may result in
foreign currency exchange losses of the Group’s foreign currency-denominated assets and
liabilities.

The exchange rate of the Renminbi against the US dollar and other currencies fluctuates
and is affected by, among other things, changes in the PRC’'s and international political and
economic conditions and the PRC Government’s fiscal and currency policies. Since 1994, the
conversion of the Renminbi into foreign currencies, including the Hong Kong dollar and US
dollar, has been based on rates set daily by the PBOC based on the previous business day’s
inter-bank foreign exchange market rates and exchange rates in global financial markets. From
1994 to 20 July 2005, the official exchange rate for the conversion of the Renminbi to US
dollars was generally stable. On 21 July 2005, the PRC Government adopted a more flexible
managed floating exchange rate system to allow the value of the Renminbi to fluctuate within a
regulated band that is based on market supply and demand with reference to a basket of
currencies. From 21 July 2005 to 30 September 2011, the value of the Renminbi appreciated by
approximately 30.2 per cent. against the US dollar. On 19 June 2010, the PBOC announced that
the PRC Government would reform the Renminbi exchange rate regime and increase the
flexibility of the exchange rate. The floating band for the trading prices in the inter-bank foreign
exchange market of Renminbi against the US dollar was widened to 2 per cent. on 17 March
2014. On 21 July 2005, the PRC Government reformed the exchange rate regime by moving to a
managed floating exchange regime based on market supply and demand with reference to a
basket of currencies. As a result, the Renminbi appreciated against the Hong Kong and US
dollars by approximately 2 per cent. on the same date. Changes in currency policies resulted in
the Renminbi appreciating against the US dollar by approximately 33.5 per cent. from 21 July
2005 to 30 June 2015. Subsequently, the Renminbi depreciated 4.3 per cent. from 30 June 2015
to 31 December 2015. The exchange rate between the Renminbi and the US dollar experienced
further fluctuation between 1 January 2016 and the date of this Offering Circular. 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 appreciation of the Renminbi
against the US dollar. The Group cannot assure investors that the Renminbi will not experience
significant appreciation against the US dollar in the future.

The payment of dividends by the Guarantor’s operating subsidiaries in the PRC is subject
to restrictions under the PRC law.

The Guarantor operates most of its businesses through its operating subsidiaries in the
PRC. The PRC laws require that dividends be paid only out of net profit, calculated according to
the PRC accounting principles, which differ from generally accepted accounting principles in
other jurisdictions. In addition, the PRC law requires enterprises set aside part of their net profit
as statutory reserves before distributing the net profit for the current financial year. These
statutory reserves are not available for distribution as cash dividends. Since the availability of
funds to fund the Guarantor’s operations and to service its indebtedness depends upon dividends
received from these subsidiaries, any legal restrictions on the availability and usage of dividend
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payments from the Issuer’s subsidiaries may impact the Guarantor’s ability to fund its operations
and to service its indebtedness.

The Issuer may be treated as a PRC enterprise for PRC tax purposes, which may subject
the Issuer to the PRC income taxes on its worldwide income and interest payable by the
Issuer to foreign investors and gain on the sale of the Bonds may be subject to withholding
taxes under the PRC tax law.

Under the PRC Enterprise Income Tax Law (12 A\ RILFEZEFFEIEL) (the “EIT
Law”) which took effect on 1 January 2008 and was later amended on 24 February 2017 and 29
December 2018 and its implementation regulations which took effect on 1 January 2008 and was
later amended on 23 April 2019, enterprises established outside the PRC whose “de facto
management bodies’ are located in China are considered as “resident enterprises” for PRC tax
purposes. The implementation rules define the term “de facto management body” as a
management body that exercises full and substantial control and management over the business,
personnel, accounts and properties of an enterprise. A circular issued by the SAT on 22 April
2009, Circular of the State Administration of Taxation on Issues Concerning the Identification of
Chinese-Controlled Overseas Registered Enterprises as Resident Enterprises, in Accordance with
the Actual Standards of Organisation Management (<[5 ¢ B 15 48 Ja) B iR 55 7 5E i b 48 e s 26
R 0 B O A LA A M R i R 26 B R A %0)) (“Ciircular 827), provides that a foreign
enterprise controlled by a PRC enterprise or a PRC enterprise group will be treated as a
“resident enterprise” with a “de facto management body” located within China if all of the
following requirements are satisfied at the same time: (i) the senior management and core
management departments in charge of daily operations are located mainly within China; (ii)
financial and human resources decisions are subject to determination or approval by persons or
bodies in China; (iii) maor assets, accounting books, company seals and minutes and files of
board and shareholders’ meetings are located or kept within China; and (iv) at least half of the
enterprise’s directors with voting rights or senior management frequently reside within China.
On 27 July 2011, the SAT issued Administrative Measures for Income Tax on Chinese-controlled
Resident Enterprises Incorporated Overseas (Trial Implementation) (<35%40aE A & B s )R A
EPTERUE BHHELGUIT))) (“Circular 45”), to further prescribe the rules concerning the
recognition, administration and taxation of a foreign enterprise “controlled by a PRC enterprise
or PRC enterprise group”. Circular 45 provides two ways for a foreign enterprise “controlled by
a PRC enterprise or a PRC enterprise group” to be treated as a resident enterprise. First, the
foreign enterprise may decide on its own whether its de facto management body is located in
China based on the criteria set forth in Circular 82, and, if it makes such determination, it shall
apply to the competent tax bureau to be treated as a resident enterprise. Second, the tax
authority may determine that the foreign enterprise is a resident enterprise after its active
investigation.

As 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 Law. If the Issuer is deemed to be a PRC resident enterprise for EIT purposes, the Issuer
would be subject to the PRC enterprise income tax at the rate of 25 per cent. on its worldwide
taxable income. Furthermore, the Issuer may be obligated to withhold the PRC income tax of up
to 7 per cent. on payments of interest and certain other amounts on the Bonds to investors that
are Hong Kong resident enterprises or 10 per cent. on payments of interest and other amounts on
the Bonds to investors that are “non-resident enterprises’” as defined under the EIT Law or 20
per cent. for non-resident individuals, who are also not Hong Kong resident enterprises,
provided that there are no tax treaties between China and those countries which exempt or
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reduce such withholding tax, because the interest and other amounts may be regarded as being
derived from sources within the PRC. In addition, if the Issuer fails to do so, it may be subject
to fines and other penalties. Similarly, any gain realised by such non-resident enterprise
investors from the transfer of the Bonds may be regarded as being derived from sources within
the PRC and may accordingly be subject to a 10 per cent. PRC withholding tax provided that
there are no tax treaties between China and those countries which exempt or reduce such
withholding tax. Moreover, if the Issuer is deemed to be a PRC resident enterprise for EIT
purposes, the non-resident individual holders of the Bonds may be subject to the PRC
withholding tax applicable to payment of interest and other amounts on the Bonds and any gains
realised from transfer of the Bonds at the rate of 20 per cent. for non-resident individuals and 10
per cent. for non-resident enterprises.

If the Issuer is required under the EIT Law to withhold PRC income tax from interest
payments made to the Issuer’s foreign investors who are “non-resident enterprises’, the Issuer
will be required to pay such additional amounts as will result in receipt by a holder of the Bonds
of such amounts as would have been received by the holder had no such withholding been
required. The requirement to pay additional amounts will increase the cost of servicing interest
payments on the Bonds, and could have a material adverse effect on the ability of the Issuer to
pay interest on, and repay the principal amount of, the Bonds, as well as their profitability and
cash flow. In addition, if holders of Bonds are required to pay the PRC income tax on the
transfer of the Bonds, the value of investments in the Bonds may be materially and adversely
affected. It is unclear whether, if the Issuer is considered a PRC *“resident enterprise”, the
holders of the Bonds might be able to claim the benefit of income tax treaties or agreements
entered into between China and other countries or areas.

Under Circular Caishui [2016] 36, Circular on Comprehensively Promoting the Pilot
Programme of the Collection of Value-added Tax in Lieu of Business Tax (B 4 T ffi Bl 45 2
Tt A e (R il B P 0 ) (B[ 2016] 36%%) ) (“Circular 36”) which introduced a new VAT
from 1 May 2016 to replace business tax, VAT is applicable where the entities or individuals
provide services within the PRC. The revenues generated from the provision of taxable sale of
services by entities and individuals, such as financial services, shall be subject to PRC VAT if
the seller or buyer of the services is within PRC. In the event that foreign entities or individuals
do not have a business establishment in the PRC, the purchaser of services shall act as the
withholding agent. According to the Explanatory Notes to Sale of Services, Intangible Assets
and Real Property attached to Circular 36, financial services refer to the business activities of
financial and insurance operation, including loan processing services, financial services of direct
charges, insurance services and the transfer of financial instruments, and the VAT rate is 6 per
cent. Accordingly, the interest and other interest like earnings received by a non-PRC resident
Bondholder from the Guarantor will be subject to PRC VAT at the rate of 6 per cent. in the event
that the Guarantor is required to discharge its obligations under the Guarantee of the Bonds. The
Guarantor will be obligated to withhold VAT of 6 per cent. and certain surcharges on payments
of interest and certain other amounts on the Bonds paid by the Guarantor to Bondholders that
are non-resident enterprises or individuals.

Circular 36 and laws and regulations pertaining to VAT are relatively new, the
interpretation and enforcement of such laws and regulations involve uncertainties, and the above
statement may be subject to further change upon the issuance of further clarification rules and/or
different interpretation by the competent tax authority. There is uncertainty as to the application
of Circular 36.
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The Group is subject to restrictions on the remittance of Renminbi into and out of the PRC
and governmental controls on currency conversion, and may be affected by the risks
relating to fluctuations in exchange rates in the future.

The PRC Government imposes controls on the convertibility of Renminbi into foreign
currencies and the remittance of currency out of PRC. Substantially all of the Group’s revenue is
denominated in Renminbi, a portion of which may need to be converted into other currencies in
order to meet the Group’s foreign currency obligations, such as payments of principal and
interests under the Bonds or other foreign currency denominated debt, if any. Under the existing
PRC laws and regulations on foreign exchange, payments of current account items, including
profit distributions, interest payments and trade and service related foreign exchange
transactions, can be made in foreign currencies without prior approval from SAFE provided that
certain procedural requirements are complied with. Approval from or registration with competent
government authorities is required where Renminbi is to be converted into foreign currency and
remitted out of the PRC to pay capital expenses such as the repayment of loans denominated in
foreign currencies. The PRC Government may, at its discretion, take measures to restrict access
to foreign currencies for current account and capital account transactions under certain
circumstances. If the foreign exchange control system prevents the Group from obtaining
sufficient foreign currencies to satisfy the Group’s foreign currency demands, the Group may not
be able to pay interests and/or principal to Bondholders or other foreign currency denominated
debt, if any. In addition, there can be no assurance that new laws or regulations will not be
promulgated in the future that would have the effect of further restricting the remittance of
Renminbi into or out of the PRC. The proceeds from the offering of the Bonds will be received
in US dollars. As a result, any appreciation of Renminbi against the US dollar or any other
foreign currencies may result in the decrease in the value of the Group’s foreign
currency-denominated assets and the Group’s proceeds from the offering of the Bonds.
Conversely, any depreciation of Renminbi may adversely affect the Group’s ability to service the
Bonds.

The Guarantor is subject to audits and inspections by PRC governmental authorities from
time to time. The Group cannot predict the effect of the outcome of these audits and
inspections on its businesses and financial conditions or its reputation.

PRC governmental authorities from time to time carry out audits, inspections, inquiries or
similar actions on state-owned enterprises such as the Guarantor. The Group cannot predict the
outcome of such governmental audits and inspections. If the Guarantor is found to have material
misstatements or omissions in its financial reports or material noncompliance with laws or other
irregularities in its operations, it may be subject to fines and other disciplinary actions imposed
by such governmental authorities, and its reputation, business and financial condition may be
materially and adversely affected.

RISKS RELATING TO THE BONDS AND THE GUARANTEE
The Bonds and the Guarantee are unsecured obligations.

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

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

. 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 Bonds.

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

The Terms and Conditions and the other transaction documents are, or will be governed by
English law, whereas parties to these documents have submitted, or will submit 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. As compared to other similar debt
securities issuances in the international capital markets where the relevant holders of the debt
securities would not typically be required to submit to an exclusive jurisdiction, the Bondholders
will be deemed to have submitted to the exclusive jurisdiction of the Hong Kong courts, and
thus the Bondholders’ ability to initiate a claim outside of Hong Kong will be limited.

In relation to claims made against the Issuer or the Guarantor, under the Choice of Court
Arrangement, judgements 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 judgements have
agreed to submit to the exclusive jurisdiction of Hong Kong courts. However, recognition and
enforcement of a Hong Kong court judgement could be refused if the PRC courts consider that
the enforcement of such judgement is contrary to the social and public interest of the PRC.
While it is expected that the PRC courts will recognise and enforce a judgement given by Hong
Kong courts governed by English law, there can be no assurance that the PRC courts will do so
for all such judgements as there is no established practise in this area.

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

The Bonds are expected to be rated “A-" by Fitch. The Guarantor is rated “A-" by Fitch.
The ratings represent only the opinion of the rating agency and its assessment of the ability of
the Issuer and the Guarantor to perform their respective obligations under the Bonds, and credit
risks in determining the likelihood that payments will be made when due under the Bonds.
Ratings are not recommendations to buy, sell or hold the Bonds and may be subject to revision,
qualification, suspension, reduction or withdrawal at any time. There can be no assurance that a
rating will remain for any given period of time or that a rating will not be lowered or withdrawn
entirely by the relevant rating agency if in its judgment circumstances in the future so warrant.
Neither the Issuer nor the Guarantor is obliged to inform holders of the Bonds of any such
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revision, downgrade or withdrawal. Each rating should be evaluated independently of any other
rating of the Bonds or other securities of the Issuer or the Guarantor (if any). A revision,
qualification, suspension or withdrawal at any time of any rating assigned to the Bonds may
adversely affect the market price of the Bonds.

The Group may issue additional securities or raise additional capital in the future.

The Issuer may, from time to time, and without the consent of the Bondholders create and
issue further securities (see “Terms and Conditions of the Bonds — Further Issues’). The Group
may raise additional capital through such means and in such manner as the Group may consider
necessary. There can be no assurance that such future issuance or capital raising activity will not
adversely affect the market price of the Bonds.

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

Following the occurrence of a Change of Control or a No Registration Event, the |ssuer
may, at the option of any Bondholder, be required to redeem all, but not some only, of such
Bondholder’s Bonds at 101 per cent. (in the case of a redemption for a Change of Control) or
100 per cent. (in the case of a redemption for a No Registration Event) of their principal
amount, together in each case with accrued interest. If such an event were to occur, the Issuer
may not have sufficient cash in hand and may not be able to arrange financing to redeem the
Bonds in time, or on acceptable terms, or at all. There is also no assurance that the Guarantor
would have sufficient liquidity at such time to make the required redemption of the Bonds. The
ability to redeem the Bonds in such event may also be limited by the terms of other debt
instruments. The Issuer’'s and the Guarantor’s failure to repay, repurchase or redeem tendered
Bonds could constitute an event of default under the Bonds, which may also constitute a default
under the terms of the Issuer’s, the Guarantor’s or the Group’s other indebtedness.

If the Guarantor fails to complete the SAFE registration in connection with the Guarantee
within the time period prescribed by SAFE, there may be adverse consequences for the
Issuer, Guarantor and/or the investors of the Bonds.

Pursuant to the Deed of Guarantee executed by the Guarantor, the Guarantor will
unconditionally and irrevocably guarantee the due payment of all sums expressed to be payable
by the Issuer under the Bonds and the Trust Deed. The Guarantor is required to submit the Deed
of Guarantee to the local SAFE for registration in accordance with, and within the time period
prescribed by, the Provisions on the Foreign Exchange Administration of Cross-border
Guarantees. Although the non-registration does not render the Guarantee ineffective or invalid
under PRC law, SAFE may impose penalties on the Guarantor if registration is not carried out
within the stipulated time frame. The Guarantor intends to register the Guarantee as soon as
practicable and in any event within 120 PRC Business Days after the Issue Date. In addition, if
the Guarantor fails to complete the SAFE registration, there may be logistical 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
Deed of Guarantee in order to effect such remittance, although this does not affect the validity
of the Guarantee itself.
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Third parties, including holders of the Bonds, may be hindered or prevented from
enforcing their rights with respect to the assets of the Company because of the doctrine of
sovereign immunity or state secret privilege.

The Company is controlled by the PRC Government, directly and indirectly, through the
Jinan SASAC. All of the assets relating to the operation of the Company’s business are either
owned or controlled by the Company itself or by companies wholly or majority owned by the
Company. Where a third party brings a legal action against the Company, its subsidiaries or their
assets based on a contract dispute with them, the legal proceeding, particularly the enforcement
of judgements or any arbitral awards with respect to the assets of the Company and its
subsidiaries in China, may be subject to the law and legal systems and the jurisdiction of PRC
courts or tribunal. While the Company can be sued in its own capacity in a civil proceeding in a
court or tribunal, the assets of the Company could be immune from enforcement proceedings on
the grounds of sovereign immunity or state secret privilege. If such immunity or privilege is
invoked to dismiss judgements from the court or tribunal, it may be difficult for the third party
plaintiffs (such as holders of the Bonds) to enforce their contractual rights against the Company,
its subsidiaries or their assets in China.

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

The price and trading volume of the Bonds may be highly volatile. Factors such as
variations in the revenues, earnings and cash flows of the Group 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 Bonds to change. Any such developments
may result in large and sudden changes in the volume and price at which the Bonds will trade.
There can be no assurance that these developments will not occur in the future.

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

The market price of the Bonds may be adversely affected by declines in the international
financial markets and world economic conditions. The market for the Bonds is, to varying
degrees, influenced by economic and market conditions in other markets, including interest rates
globally. Although economic conditions are different in each country, investors reactions to
developments in one country can affect the securities markets and the securities of issuers in
other countries, including the PRC. While global economic conditions have improved and certain
markets have shown signs of recovery in 2011 due, in large part, to stimulus measures adopted
by various governments, there can be no assurance that these credit markets will continue to
recover or that the various governments will maintain their stimulus measures. The global
economy and financial markets have been affected by the ongoing sovereign debt crises in
several member countries of the European Union in late 2011 to the present, and more recently,
the tapering of the stimulative quantitative easing policy, and the potential interest rate increase,
by the US Federal Reserve, the economic slowdown of the PRC and the enhanced market
volatility stemming from the referendum passed on 23 June 2016 for the United Kingdom to
leave the European Union. On 29 March 2017, the United Kingdom notified the European
Council of its intention to withdraw from the European Union in accordance with Article 50(2)
of the Treaty on European Union. There is substantial uncertainty relating to the implementation
of the United Kingdom's exit or its impact on the economic conditions of other part of the
world, such as the PRC, including but not limited to further decreases in global stock exchange
indices, increased foreign exchange volatility (in particular a further weakening of the pound
sterling and euro against other leading currencies) and a possible economic recession involving
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more countries and areas. China’'s economic growth may also slow down due to weakened
exports as well as the United States starting in April 2018. As of the date of this offering
circular, an amicable resolution of such a trade war remains elusive, and the lasting impacts any
trade war may have on the PRC economy and the PRC real estate industry uncertain. Should the
trade war between the United States and the PRC begin to materially impact the PRC economy,
the purchasing power of the Group’s customers in the PRC would be negatively affected.

These and other issues resulting from the global economic slowdown and financial market
turmoil have adversely affected, and may continue adversely affecting, the Group’s business
operation. In addition, any further tightening of liquidity in the global financial markets may
negatively affect the Group’s liquidity. Therefore, if the global economic slowdown and turmoil
in the financial markets continue, the Group’s business, financial condition and results of
operations may be adversely affected.

A trading market for the Bonds may not develop.

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

Certain initial investors or a single initial investor may purchase a significant portion of
the Bonds and may potentially be able to exercise certain rights and powers on their own.

Certain initial investors or a single initial investor may purchase a significant portion of the
aggregate principal amount of the Bonds in this offering. Any holder of a majority of the
aggregate principal amount of the Bonds will be able to exercise certain rights and powers on its
own under the Conditions and Trust Deed, which will be binding on holders of the Bonds. For
example, holders of at least 75 per cent. (and at adjourned meetings 25 per cent.) of the
aggregate principal amount of the Bonds will be able to vote on reserved matters, including the
reduction or cancellation of the Bonds and the reduction or variation of interest rate of the
Bonds, which decision will be binding on all holders of the Bonds. In addition, any Event of
Default or non-compliance with any provision of the Conditions and the Trust Deed may be
waived with the consent of the holders of a majority of the aggregate principal amount of the
Bonds, in each case subject to certain exceptions in connection with the reserved matters set
forth in the Trust Deed. Accordingly, any holder of a significant portion of or majority of the
aggregate principal amount of the Bonds may be able to exercise such rights and powers on its
own, which will be binding on all holders of the Bonds and control the outcome of votes on
such matters. Any holder of a significant percentage of the Bonds, 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 Bondholders. For example, holders of at least 25 per cent. of the aggregate principal
amount of the Bonds may, subject to the provisions of the Trust Deed, direct the Trustee to
declare all the Bonds to be due and payable immediately if an Event of Default has occurred.
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Additionally, the existence of any such significant Bondholder may reduce the liquidity of the
Bonds in the secondary trading market.

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

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

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

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

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

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

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

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

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

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

The Issuer has limited assets, which affects its ability to make payments under the Bonds.

As at the date of this Offering Circular, the Issuer has no business operations or substantial
assets. The Issuer might not be able to meet its payment obligations under the Bonds due to the
limited amount of assets that it holds.

The Issuer may not be able to redeem the Bonds upon the due date for redemption thereof.
The Issuer, at maturity or at any time following the occurrence of a Change of Control or a Non
Registration Event (each defined in the Terms and Conditions of the Bonds), is or may be
required to redeem all but not some only of the Bonds. If such an event occurs, the Issuer may
not have sufficient cash in hand and may not be able to arrange financing to redeem the Bonds
in time, or on acceptable terms, or at all. The Issuer’s failure to repay, repurchase or redeem
tendered Bonds could constitute an event of default under the Bonds, which may also constitute
a default under the terms of the Group’s other indebtedness.

The Issuer may elect to redeem the Bonds if it is required to pay additional tax amounts in
respect of PRC withholding tax, and a Bondholder may not be able to reinvest the
redemption proceeds in comparable securities at the same rate of return of the Bonds.

As 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 Law. However, it is unclear whether the Issuer will be treated as a PRC tax resident
enterprise for the purposes of the EIT Law. If the Issuer is treated as a PRC tax resident
enterprise and is required to withhold tax from interest payments on the Bonds, the Issuer will,
subject to certain exceptions, be required to pay such additional amounts as will result in receipt
by the Bondholders of such amounts as would have been received by them had no such
withholding been required. As described under Condition 6(b) of the Terms and Conditions of
the Bonds, if the Issuer or the Guarantor is required to pay additional tax amounts as a result of
any change in or amendment to, or any change in the application or official interpretation of, the
laws or regulations of a relevant jurisdiction (including any change or amendment or change in
the interpretation that requires the Issuer to withhold tax as a result of it being treated as a PRC
tax resident enterprise), the Issuer may redeem the Bonds in whole, but not in part, at a
redemption price equal to 100 per cent. of the principal amount together with interest accrued to
the date fixed for redemption.

The date on which the Issuer may elect to redeem the Bonds may not accord with the

preference of particular Bondholders. In addition, a Bondholder may not be able to reinvest the
redemption proceeds in comparable securities at the same rate of return of the Bonds.
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If the Guarantor or any of its subsidiaries, including the Issuer, is unable to comply with
the restrictions and covenants in their respective debt agreements (if any), or the Bonds, as
applicable, there could be a default under the terms of these agreements, or the Bonds, as
applicable, which could cause repayment of the relevant debt to be accelerated.

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

Gains on the transfer of the Bonds may be subject to income tax under PRC tax laws.

Under the EIT Law and its implementation rules, any gains realised on the transfer of the
Bonds by holders who are deemed under the EIT Law as non-resident enterprises may be subject
to PRC enterprise income tax if such gains are regarded as incomes derived from sources within
the PRC. See “— Risk Factors Relating to the PRC — The Issuer may be treated as a PRC
enterprise for PRC tax purposes, which may subject the Issuer to PRC income tax on its
worldwide income and interest payable by the Issuer to foreign investors and gain on the sale of
the Bonds may be subject to withholding taxes under PRC tax law” .

Investment in the Bonds is subject to exchange rate risks.

The Bonds are denominated and payable in US dollars. If a Bondholder measures its
investment returns by reference to a currency other than US dollars, an investment in the Bonds
entails foreign exchange related risks, including changes in the value of US dollars relative to
the currency by reference to which an investor measures its investment returns. Depreciation of
the US dollars against such currency could cause a decrease in the effective yield of the Bonds
below their stated coupon rates and could result in a loss when the return on the Bonds is
translated into such currency. In addition, there may be tax consequences for Bondholders as a
result of any foreign currency gains resulting from any investment in the Bonds.

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

As the Issuer was incorporated under the laws of Hong Kong and the Guarantor was
incorporated under the laws of the PRC, any insolvency proceeding relating to the Issuer or, as
the case may be, the Guarantor would likely involve Hong Kong or PRC insolvency laws, the
procedural and substantive provisions of which may differ from comparable provisions of the
local insolvency laws of jurisdictions with which the holders of the Bonds are familiar.
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A change in English law which governs the Bonds may adversely affect Bondholders.

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

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

In certain circumstances, including without limitation giving of notice to the Issuer
pursuant to Condition 8 of the Terms and Conditions of the Bonds and taking enforcement steps
pursuant to Condition 12 of the Terms and Conditions of the Bonds, the Trustee may, at its sole
discretion, request holders of the Bonds to provide an indemnity and/or security and/or
prefunding to its satisfaction before it takes actions on behalf of holders of the Bonds. The
Trustee shall not be obliged to take any such actions if not indemnified and/or secured and/or
prefunded to its satisfaction. Negotiating and agreeing to an indemnity and/or security and/or
prefunding can be a lengthy process and may impact on when such actions can be taken. The
Trustee may not be able to take actions, notwithstanding the provision of an indemnity or
security or prefunding to it, in breach of the terms of the Trust Deed (as defined in the Terms
and Conditions of the Bonds) or the Terms and Conditions of the Bonds and in such
circumstances, or where there is uncertainty or dispute as to the applicable laws or regulations
and, to the extent permitted by the agreements and the applicable law, it will be for the holders
of the Bonds to take such actions directly.

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

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

Modifications and waivers may be made in respect of the Terms and Conditions of the
Bonds, the Trust Deed by the Trustee and the Agency Agreement.

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

In addition, the Trustee may, without the consent of the Bondholders, authorise or waive
any proposed breach or breach of the provisions of the Bonds, the Deed of Guarantee or the
Trust Deed (other than a proposed breach, or a breach relating to the subject of certain reserved
matters) if, in the opinion of the Trustee, the interests of the Bondholders will not be materially
prejudiced thereby.
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The Group will follow the applicable corporate disclosure standards for debt securities
listed on the Hong Kong Stock Exchange, which standards may be different from those
applicable to companies in certain other countries.

The Group will be subject to reporting obligations in respect of the Bonds to be listed on
the Hong Kong Stock Exchange. The disclosure standards imposed by the Hong Kong Stock
Exchange may be different than those imposed by securities exchanges in other countries or
regions such as the United States. As a result, the level of information that is available may not
correspond to what investors in the Bonds are accustomed to.

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

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

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

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

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

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

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

In connection with the issue of the Bonds, the Issuer has requested S& P Global Ratings to
deliver the second party opinion (the “Second Party Opinion”) confirming that the green
finance framework of the Group (the “Green Finance Framework” or the “Framework”) is
aligned with the Group’s green and sustainability strategy and performance, and aligned with the
four core components of the Green Bonds Principles 2021, and the Green Loan Principles 2021.

The Second Party Opinion is not incorporated into, nor does it form part of, the Offering
Circular. The Second Party Opinion (including the section headed the “Green Finance
Framework” in this Offering Circular) is not a recommendation to buy, sell or hold securities
and is only current as of the date of issue and are subject to certain disclaimers set out therein.
Furthermore, the Second Party Opinion is for information purposes only and none the Issuer or
S&P Global Ratings accepts any form of liability for the substance of the Second Party Opinion
and/or any liability for loss arising from the use of the Second Party Opinion and/or the
information provided in it.

Whilst the Issuer has agreed to certain obligations relating to reporting and use of proceeds
as described under the sections headed “Green Finance Framework” and “Use of Proceeds’, it
would not be an Event of Default under the Terms and Conditions if (i) the Issuer was to fail to
comply with such obligations or were to fail to use the proceeds of the issue of the Bonds, in the
manner specified in this Offering Circular and/or (ii) the Second Party Opinion issued in
connection with such Bonds was to be withdrawn. Any failure to use the net proceeds of the
issue of the Bonds in connection with green projects, and/or any failure to meet, or to continue
to meet, the investment requirements of certain investors with environmental concerns with
respect to such Bonds, may affect the value and/or trading price of the Bonds, and/or may have
consequences for certain investors with portfolio mandates to invest in green projects. In the
event that the Bonds are included in any dedicated “green”, “environmental” or other
equivalently-labelled index, no representation or assurance is given by the Issuer or any other
person that such listing or admission, or inclusion in such index, satisfies any present or future
investor expectations or requirements as regards to any investment criteria or guidelines with
which such investor or its investments are required to comply, whether by any present or future
applicable law or regulations or by its own constitutive documents or other governing rules or
investment portfolio mandates.

None of the Issuer, the Joint Lead Managers, the Trustee or the Agents or any of their
respective affiliates, directors, officers, employees, agents, representatives or advisers or any
person who controls any of them makes any representation as to the suitability for any purpose
of the Second Party Opinion or whether the Bonds will fulfil the relevant environmental criteria.
Each potential purchaser of the Bonds should have regard to the relevant projects and eligibility
criteria described under the section headed “ Green Finance Framework” and determine for itself
the relevance of the information contained in this Offering Circular regarding the use of
proceeds, and its purchase of any Bonds should be based upon such investigation as it deems
necessary. The Second Party Opinion was published on 7 September 2022.
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USE OF PROCEEDS

The gross proceeds from the offering of the Bonds, before deducting commissions to be
charged by the Managers and other estimated expenses payable in connection with the offering
of the Bonds, will be US$200 million. The Group intends to use such proceeds from this
offering for general corporate purposes in accordance with the Green Finance Framework.
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GREEN FINANCE FRAMEWORK

The Group has developed this Green Finance Framework (the “Green Finance
Framework” or the “Framework”) to demonstrate how it intends to issue green financing
instruments (*GFIs”), including green bonds and loans, from time to time. The Framework has
received a “second party opinion” by an independent consultant.

The Framework has been developed to demonstrate how the Group could, with GFIs,
finance projects that have a positive environmental impact and synergize the Group’s business
strategy and mission, thereby contributing to positive environmental impacts.

The proceeds from GFIs will be applied exclusively to Eligible Green Projects (as defined
in the Framework) that will deliver environmental benefits to support the Group’s business
strategy and green mission.

Bonds issued under the Framework will be aligned with voluntary guidelines in Green
Bond Principles (“GBP”) (2021) (with June 2022 Appendix 1) by the International Capital
Markets Association’'s (“ICMA"). Loans issued under the Framework will be aligned with
voluntary guidelines in Green Loan Principles (“GLP”) 2021 by the Loan Market Association
(“LMA™), Loan Syndications and Trading Association (“LSTA”) and Asia Pacific Loan Market
Association (“APLMA™).

For each GFI issued under the Framework, the Group is committed to align with the
following elements:

. Use of Proceeds

. Process for Project Evaluation and Selection

. Management of Proceeds

. Reporting

. External Review
USE OF PROCEEDS

The net proceeds from any GFI will be exclusively used to finance or refinance in whole or
in part, new or existing eligible green projects (“Eligible Green Projects’) that meet one or
more of the following eligible categories as recognised in the GBP/GLP. Refinancing of Eligible

Green Projects will have a look-back period of no longer than 24 months from the time of
issuance.
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The eligible green project categories (“Eligible Green Project Categories’) that may be
utilised under the Framework, together with associated selection criteria (“Eligibility Criteria”)

are set out below:

Category of
Eligible Green Projects

Examples of Eligible Green Projects

Clean Transportation

For SDG Target 11.2:
By 2030, provide
access to safe,
affordable, accessible
and sustainable
transport systems for
all, improving road
safety, notably by
expanding public
transport, with special
attention to the needs
of those in vulnerable
situations, women,
children, persons with
disabilities and older
persons

Favourable to fulfil the
objectives of
mitigations in climate
change, adaptions to
climate change

Technical Research and Preliminary Planning:

. Preliminary research expenditures, including but not limited to
surveys, planning programs and site selection

Electric Rail Infrastructure and Rolling Stock

. Development, construction and operation of electric mass transit
rail systems, as well as expansion, maintenance and upgrades of
these infrastructures that result in extended lifespan with
preserved carrying capacity. This includes:

° purchase and maintenance of electric rolling stock
(excluding projects or assets which involve the use or
generation of fossil fuels, diesel or nuclear energy)/carriages

° construction of relevant infrastructures in rail transit
systems driven by electricity including but not limited to
track and tunnel construction and the manufacture or
purchase of equipment used in the construction of such
infrastructure (including but not limited to the manufacture
or purchase of shield machines)

Electric Rail Transit Stations:

. Construction of station, including investments in interior modern
fit- out, ventilation, water, lighting, waste management, etc. The
chiller plant in the station to be invested shall fulfil the standards
of Level 1 of the China Energy Label or equivalent

. New or renovation of existing ticketing system to automate
service

. Replacement of escalators and safety gates for safety and energy
conservation

Associated Rail Infrastructure:

. Construction of infrastructure that supports low-carbon
transportation such as signaling equipment, network interfaces
including passenger access, facilities required for the safe, clean
and efficient operation of the network, utilities and other
enabling infrastructure
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Category of
Eligible Green Projects

Examples of Eligible Green Projects

Sustainable Water
Resour ces and
Wastewater

M anagement

For SDG Target 6.6:
By 2020, protect and
restore water-related
ecosystems, including
mountains, forests,
wetlands, rivers,
aquifers and lakes

Favourable to fulfil the
objectives of pollution
prevention

Pollution Prevention

For SDG Target 12.5:
By 2030, substantially
reduce waste
generation through
prevention, reduction,
recycling and reuse

Favourable to fulfil the
objectives of pollution
prevention

Protection of Underground Natural Spring Water:

. As the underground natural spring water in Jinan is flourishing,
protecting such underground natural spring water in the area is
essential where the metro lines pass through during the
construction process. Investments in this area include research
and development of technology to protect underground natural
spring water (Note 1), manufacture or purchase equipment,
construction of relevant infrastructure, etc.

(Note 1: Please refer to Attachment One for details on the protection technology of
natural spring water)

Technologies in Relation to:

. To improve the air quality, we will invest more in air circulation
and air cleanliness, for instance, in fresh air ventilation systems
in train compartments or rail stations, investments in air
sterilizing units within the train compartments, and rail stations,
etc.

. The technology of noise cancellation, e.g. acoustic panels(to
minimize the noise pollution caused by aboveground metro
sections to surrounding communities), modernizing the safety
shoulders and exits, shock-absorbing steel rails(to reduce the
noise pollution), screen doors (to reduce noise pollution from
metro operation inside the stations) etc.

. Upgrading and repair of ventilation and sewerage systems
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Category of

Eligible Green Projects Examples of Eligible Green Projects
Enhanced Energy Design, Manufacture or Installation of Systems, Products or
Efficiency Technologies related to Low-carbon Transportation:

For SDG Target 7.3:
By 2030, double the
global rate of
improvement in
energy efficiency

Favourable to fulfil the
objectives of
mitigations in

climate change

Renewable Energy .

For SDG Target 7.2:

By 2030, increase
substantially the share
of renewable energy in
the global energy mix

Favourable to fulfil the
objectives of
mitigations in

climate change

Use of facilities that enhance energy efficiency, such as modern
lighting systems (LED lighting system upgrades, etc.), the
lighting equipment to be invested shall meet the standard that the
energy efficiency of the whole lamp is not less than 85Im/w

Design, manufacture or installation of systems, products or
technologies related to renewable energy, such as solar panels on
transit stations, buildings, houses and related facilities

The following sectors and activities will be excluded from Eligible Green Projects:

. Production or trade in any product or activity deemed illegal under host country laws
or regulations or international conventions and agreements, or subject to international
bans, such as pharmaceuticals, pesticides/herbicides, ozone depleting substances,
PCB’s, wildlife or products regulated under CITES.

. Production or trade in weapons and munitions.

. Production or trade in alcoholic beverages (excluding beer and wine). Production or

trade in tobacco.

. Gambling, casinos and equivalent enterprises.

. Production or trade in radioactive materials. This does not apply to the purchase of
medical equipment, quality control (measurement) equipment and any equipment
where IFC considers the radioactive source to be trivial and/or adequately shielded.
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. Production or trade in unbonded asbestos fibers. This does not apply to purchase and
use of bonded asbestos cement sheeting where the asbestos content is less than 20%.

. Drift net fishing in the marine environment using nets in excess of 2.5 km. in length.
. Production or activities involving any forms of forced labor/harmful child labor.
. Commercial logging operations for use in primary tropical moist forest.

. Production or trade in wood or other forestry products other than from sustainably
managed forests.

PROJECT EVALUATION AND SELECTION PROCESS

The Group has a robust internal control and policy framework to ensure that the
environmental and social risks are mitigated in Jinan Metro’s operation. In addition, the Group
actively responds to the national standard and continues to improve its design in ecological
planning. The Eligible Categories will be aligned with the Group’s sustainable development
goals. All projects will undergo an environmental protection investigation to ensure that
effective pollution control and environmental protection measures are adequate. The
investigation covers aspects such as impacts on the surrounding atmosphere, surface, and ground
water, etc. All projects will be under assessment surveys in social risk to ensure that during the
construction period, projects would not cause noise pollution and water pollution to the
surrounding residential areas and head- water points as well so that the healthy life of residents
along the metro lines could be guaranteed. The survey includes monitoring the noise incurred in
the surroundings during construction and detecting water quality from the head-water point in
the same area.

The Group’s Green Finance Working Group (“GFWG”) is responsible for the management
of the Framework and the compliance of all financial instruments under the Framework. The
GFWG is formed by senior representatives of the following departments, including:

. Department of Financial Management (Centre for Fund Settlement) (Establishment and
Amendment of Green Finance Framework)

. Department of Engineering Management (ldentification and Control of Project Risks)
Department of Safety and Quality (Identification and Control of Project Risks)

. Department of Audit and Legal Affairs (Control of Project in Area of Audit,
Compliance and Legal Risks) Chief Engineer Office, Technology and Innovation
Center (Presentation of Project Planning)

The GFWG will:

. Meet at least once every 12 months to discuss and select Eligible Green Projects
according to the eligibility and exclusion criteria of this Framework. The GFWG
prefers to select projects that comply with Energy Saving Regulation of the People’'s
Republic of China, Design Standard for Energy Efficiency of Public Buildings, Code
for Green Construction of Building and other related policies enforcing sustainability
considerations. Then, the GFWG will measure each project by its feasibility report.
Short-listed projects will be presented to the Board of Directors for approval. After
receiving the Board’'s assessment and approval, the selected projects will become
Eligible Green Projects.
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Ensure that the selected Eligible Green Projects comply not only with the Use of
Proceeds section under the Framework but also the environmental guidelines
applicable to the Group as well as all applicable national and international
environmental standards and local laws and regulations. Projects will also be selected
with the United Nations Sustainable Development Goals in mind. In the design stage,
environmental impact assessments will be conducted in accordance with application
regulations to identify environmental and social impacts. Controls and mitigation
measures will be adopted to minimize the environmental impact. In the construction
stage, mitigation measures and controls are strictly implemented and monitored to
protect the eco-system.

During the whole funding period, the asset pool is monitored on a regular basis to
ensure that green and/or social projects are eligible as outlined above and satisfy the
criteria specified in the exclusion criteria. Meanwhile, any ineligible green and/or
social projects will be substituted by new eligible green and/or social projects.

Manage and update this Framework, including additional requirements about the use
of proceeds.

Conduct regular reports on any green, social, or persistent problems according to our
reporting regulations.

MANAGEMENT OF PROCEEDS

The Group will use the evaluation and selection criteria outlined above to select Eligible
Green Projects and use the proceeds to finance or refinance the projects over time.

The net proceeds of each GFI will be managed by the Group’s financial team, and the
proceeds will be deposited in general funding accounts and be earmarked for Eligible Green
Projects. The Group will maintain a register to keep track of the use of proceeds of each GFI. It
is the Group’s intention to utilize the proceeds of each green finance transaction for Eligible
Green Projects within 2 years.

The register will contain the following information:

(1)

(2)

Types of Funding Transaction:

. Including key information such as issuer/borrower entity, transaction date,
tranche(s) information (in the case of bonds, the ISIN number), principal amount
of proceeds, repayment or amortization profile, maturity date and interest or
coupon

Allocation of Use of Proceeds

. Name, description, and relevant green certificates (if any) to which the proceeds
of the GFI have been allocated in accordance with this Framework

. Amount and date of GFI proceeds allocated to each Eligible Green Project

. The remaining balance of unallocated proceeds yet to be earmarked to Eligible
Green Projects

. Other relevant information such as information of temporary investment of
unallocated proceeds (the investment amount and investment type)
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The Group will monitor the net proceeds of all outstanding green bond transactions, which
includes appropriately tracking the proceeds and adjusting the balance of net proceeds to match
allocations to Eligible Green Projects. Any balance of issuance proceeds which are not yet
allocated to Eligible Green Projects will be held for short term time deposits. The Group will
disclose to investors the types of temporary placement they use for unallocated proceeds. The
Group commits not to invest unallocated proceeds to any high pollution activities or any projects
that are in conflict with the eligibility criteria under the Framework.

During the life of the GFls issued, if the designated Eligible Green Projects cease to fulfil
the eligibility criteria, the net proceeds or an amount equal to these net proceeds will be
re-allocated to replacement Eligible Green Projects that comply with the eligibility criteria, as
soon as reasonably practicable. The Group strives to maintain an amount of Eligible Green
Projects at least equal of the total net proceeds of all GFls outstanding.

Additionally, if any critical controversies emerge in relation to a specific project, the Group
commits to substitute that project with an alternative Eligible Green Project.

REPORTING
The Group will annually provide information on the allocation of the net proceeds from
each GFI and on the environmental impact of the Eligible Green Projects publicly available on
the Group’s website, where the circumstances permit and there are available data. Such
information will be provided until all the net proceeds have been allocated and in the event of
any material changes until the relevant maturity date. The GFWG will review and approve the
allocation and impact reporting.
The disclosures will include but are not limited to the following details:
Allocation Reporting
The allocation report will include at least the following details:
. Share of financing vs. refinancing

. Details of each GFI that is outstanding

. Aggregate amount of proceeds from each GFI that has been allocated to Eligible
Green Projects and geographical distribution

. Total unallocated proceeds

In addition, the Group will ensure that the proceeds from green finance transactions
are utilized in compliance with the Framework.

Impact Reporting
The impact report will potentially include the following impact indicators, which

includes the actual qualitative and quantitative impacts of financing and refinancing
projects. In addition, calculation methodologies and key assumptions will be disclosed.
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Category of Eligible
Green Projects

Impact Indicators

Clean
Transportation

Sustainable Water
Resour ces and
Waste Water
M anagement

Pollution
Prevention and
Control

Energy Efficiency

Renewable Energy

Length of tracks built in kilometres
No. of passenger

Annual GHG emissions reduced or avoided in (in tonnes
of CO, equivalent p.a.)

Annual volume of pollution reduction from underground
natural spring water (in ten thousand cubic meters)

No. of noise barriers installed

Annual reduction in NOx, PM10 and PM2.5 emissions (in
tonnes)

Amount of energy saved (in MWh)

Percentage annual energy efficiency gain relative to an
established baseline

Installed renewable energy production capacity

Annual GHG emissions avoided in (in tonnes of CO,
equivalent p.a.)

Further to the above indicators, the Group will, to the extent where is appropriated,

consider to align impact indicators with the recommendations in ICMA’s Harmonized
Framework for Impact Reporting.

External Review
The Group has engaged S&P Global Ratings as external reviewer to evaluate the
appropriateness of the Framework, and alignment with the Green Bond Principles and

Green Loan Principles. The assessment result document(s) will be available on the Group's
website.
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EXCHANGE RATE INFORMATION
CHINA

The PBOC sets and publishes daily a base exchange rate with reference primarily to the
supply and demand of Renminbi against a basket of currencies in the market during the prior
day. PBOC also takes into account other factors, such as the general conditions existing in the
international foreign exchange markets. Since 1994, the conversion of Renminbi into foreign
currencies, including Hong Kong dollars and US dollars, has been based on rates set by PBOC,
which are set daily based on the previous day’s inter-bank foreign exchange market rates and
current exchange rates in the world financial markets. From 1994 to 20 July 2005, the official
exchange rate for the conversion of Renminbi to US dollars remained generally stable. Although
the PRC Government introduced policies in 1996 to reduce restrictions on the convertibility of
Renminbi into foreign currencies for current account items, conversion of Renminbi into foreign
currencies for capital items, such as foreign direct investment, loans or securities, still requires
the approval of 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. On the same day, the value of the Renminbi appreciated by approximately
2 per cent. against the US dollar. On 18 May 2007, PBOC enlarged the floating band for the
trading prices in the inter-bank foreign exchange market of the Renminbi against the US dollar
from 0.3 per cent. to 0.5 per cent. around the central parity rate, effective on 21 May 2007. This
allows the Renminbi to fluctuate against the US dollar by up to 0.5 per cent. above or below the
central parity rate published by PBOC. The floating band was further widened to 1 per cent. on
16 April 2012 and to 2 per cent. on 17 March 2014. From 21 July 2005 to 31 December 2014,
the value of the Renminbi appreciated by approximately 33 per cent. against the US dollar. On
11 August 2015, the PBOC announced plans to improve the central parity rate of the RMB
against the US dollar by authorising market-makers to provide parity to the China Foreign
Exchange Trading Centre operated by the PBOC with reference to the interbank foreign
exchange market closing rate of the previous day, the supply and demand for foreign currencies
as well as changes in exchange rates of major international currencies. Following the
announcement by the PBOC on 11 August 2015, Renminbi depreciated significantly against the
U.S. dollar. On 11 December 2015, the CFETS, a sub-institutional organisation of the PBOC,
published the CFETS Renminbi exchange rate index for the first time which weighs the
Renminbi based on 13 currencies, to guide the market in order to measure the Renminbi
exchange rate from a new perspective. The Renminbi continued to experience further fluctuation
in value against the U.S. dollar in 2019. On 5 August 2019, the PBOC set the Renminbi daily
reference rate above RMB7 per U.S. dollar for the first time in over a decade. The PRC
Government has since made and in the future may make further adjustments to the exchange rate
system. PBOC announces the central parity exchange rate of certain foreign currencies against
the Renminbi on 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 the business day.
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The following table sets forth the exchange rate of the Renminbi against the US dollar as
set forth in the H.10 statistical release of the Federal Reserve Board for and as of the period

ends indicated.

Renminbi per U.S. Dollar Noon Buying Rate®

Period End Average® High L ow
(RMB per U.S.$1.00)
2016 . ... ... 6.9430 6.6549 6.9580 6.4480
2017 .. 6.5063 6.7350 6.9575 6.4773
2018 ... 6.8755 6.6090 6.9737 6.2649
2019 ... 6.9618 6.9014 7.1786 6.6822
2020 ... 6.5250 6.8878 7.1348 6.5250
2021 ... 6.3726 6.4382 6.5716 6.3435
2022
January. . ............ ... ... 6.4282 6.4672 6.4822 6.4282
February ................... 6.4730 6.4601 6.4869 6.4344
March . .................... 6.5518 6.5109 6.5716 6.4648
April ... . 6.6080 6.4310 6.6243 6.3590
May ....... ... ... .. ... ..... 6.6715 6.6990 6.7880 6.6079
June. ... .. ... 6.6981 6.6952 6.7530 6.6534
duly ..o 6.7433 6.7352 6.7655 6.6945
August . .................... 6.8890 6.8007 6.9100 6.7674
September . ... .. ... ... 7.1135 7.0195 7.1990 6.8985
October .................... 7.3048 7.1902 7.3048 7.1103
November (through 21 November
2022) ... 7.1840 7.2576 7.3000 7.1840

Source: Federal Reserve H.10 Statistical Release

Note:

(1) Annual and monthly averages are calculated using the average of the daily rates during the relevant period.
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CAPITALISATION

The following table sets forth the consolidated total indebtedness (both current and
non-current portions), total equity and total capitalisation of the Group as at 31 December 2021
on an (i) actual basis and (ii) on an adjusted basis to give effect to the Bonds to be issued. The
summary consolidated financial information below should be read in conjunction with the
Group’s consolidated financial statements and the notes to those statements included elsewhere
in this Offering Circular.

Actual As adjusted
(RMB) (usp)® (RMB) (Us$)®
(in millions)

Current indebtedness:

Short-term borrowings .......... 1,088.2 170.8 1,088.2 170.8

Non-current liabilities due within

oneyear ................... 4,840.9 759.6 4,840.9 759.6

Other current liabilities ......... 4,435.0 696.0 4,435.0 696.0

Bonds to be issued® . .......... - - 1,274.5 200.0
Total current indebtedness ....... 10,364.1 1,626.4 11,638.6 1,826.4
Non-current indebtedness:

Long-term borrowings .......... 54,646.1 8,575.2 54,646.1 8,575.2

Long-term payable . ............ 20,390.0 3,199.6 20,390.0 3,199.6

Bonds payable ................ 18,665.6 2,929.0 18,665.6 2,929.0
Total non-current indebtedness . .. 93,701.7 14,703.8 93,701.7 14,703.8
Total indebtedness® ... ......... 104,065.8 16,330.2 105,340.3 16,530.2
Total owner’s equity ............ 39,562.7 6,208.3 39,562.7 6,208.3
Total capitalisation® ... ... ... ... 143,628.5 22,538.5 144,903.0 22,738.5
Notes:

(1)  For convenience only, all translation from Renminbi into US dollars was made at the rate of RMB6.3726 to
US$1.00, the exchange rate as at 31 December 2021 as set forth in the H.10 statistical release of the Board of
Governors of the Federal Reserve Bank System of the United States.

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

(3) Total indebtedness equals the sum of current indebtedness and non-current indebtedness.

(4) Total capitalisation represents the sum of total indebtedness and total owners’ equity.

The Group issued offshore bonds with an aggregate principle amount of U.S.$100,000,000
due 2022 in December 2021. The Group may incur additional debt from time to time in the
ordinary course of its business to finance its operations. Except as otherwise disclosed above,
there has been no material adverse change in the consolidated capitalisation and indebtedness of
the Group since 31 December 2021.
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TERMS AND CONDITIONS OF THE BONDS

The following is the text of the Terms and Conditions which (subject to modification and
except for the paragraphs in italics) will be endorsed on the Certificates issued in respect of the
Bonds (as defined below) and referred to in the Global Certificate.

The US$200,000,000 6.75 per cent. guaranteed green bonds due 2023 (the “Bonds”, which
expression includes any further bonds issued pursuant to Condition 14 (Further Issues) and
forming a single series therewith) of Jinan Shuntong International Co. Limited (3% %% 48 [5 B A
FRZvH]) (the “Issuer”) are constituted by, are subject to, and have the benefit of, a trust deed
dated on or about 28 November 2022 (as amended, restated, replaced or supplemented from time
to time, the “Trust Deed”) between the Issuer, Jinan Rail Transit Group Co., Ltd (¥ & #1385 48
£E 1A R A F]) as guarantor (the “Guarantor”) and China Construction Bank (Asia) Corporation
Limited (" EI&MIT(EEM) B FIRAF) as trustee (the “Trustee”, which expression
includes all persons for the time being trustee or trustees appointed under the Trust Deed) and
are the subject of (a) a deed of guarantee dated on or about 28 November 2022 (as amended,
restated, replaced or supplemented from time to time, the “Deed of Guarantee’) entered into
between the Guarantor and the Trustee and (b) an agency agreement dated on or about 28
November 2022 (as amended, restated, replaced or supplemented from time to time, the “Agency
Agreement”) between the Issuer, the Guarantor, China Construction Bank (Asia) Corporation
Limited (7B #s8R1T(EEM MDA R/ F]) as registrar (the “Registrar”, which expression
includes any successor registrar appointed from time to time in connection with the Bonds),
China Construction Bank (Asia) Corporation Limited ([ #8817 (58 )B4 R A 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 Bonds), the transfer
agents named therein (the “Transfer Agent”, which expression includes any successor or
additional transfer agents appointed from time to time in connection with the Bonds), the paying
agents 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 Bonds) and the Trustee. References herein to the “Agents’ are to the
Registrar, the Principal Paying Agent, the Transfer Agents and the Paying Agents and any
reference to an “Agent” is to any one of them. Certain provisions of these terms and conditions
(these “Conditions”) are summaries of the Deed of Guarantee, the Trust Deed and the Agency
Agreement and subject to their detailed provisions. The Bondholders (as defined below) are
bound by, and are deemed to have notice of, all the provisions of the Deed of Guarantee, the
Trust Deed and the Agency Agreement applicable to them. Copies of the Deed of Guarantee, the
Trust Deed and the Agency Agreement are available for inspection by Bondholders during
normal business hours 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 (as defined in the Agency Agreement) of each of the Paying Agents, following prior
written request and proof of holding and identity to the satisfaction of the Trustee.

All capitalised terms that are not defined in these Conditions will have the meanings given
to them in the Trust Deed.
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1. Form, Denomination, Status and Guarantee

(&) Form and denomination: The Bonds are issued in registered form in the denomination
of US$200,000 and in integral multiples of US$1,000 in excess thereof (each, an
“Authorised Denomination”).

(b) Status of the Bonds: The Bonds constitute direct, general, unsubordinated,
unconditional and (subject to Condition 3(a) (Negative Pledge)) unsecured obligations
of the Issuer which will at all times rank pari passu among themselves and at |east
pari passu with all other present and future unsecured obligations of the Issuer, save
for such obligations as may be preferred by provisions of law that are both mandatory
and of general application.

(c) Guarantee of the Bonds: The Guarantor has in the Deed of Guarantee unconditionally
and irrevocably guaranteed the due and punctual payment of all sums from time to
time payable by the Issuer in respect of the Bonds. This guarantee (the “Guarantee of
the Bonds”) constitutes direct, general, unsubordinated and unconditional obligations
of the Guarantor which will at all times rank at least pari passu with all other present
and future 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.

In these Conditions, “Bondholder” or, in respect of any Bond, “Holder” means the person
in whose name a Bond is registered in the Register (or in the case of a joint holding, the first
named thereof).

Upon issue, the Bonds will be evidenced by a global certificate (the “ Global Certificate”)
substantially in the form scheduled to the Trust Deed. The Global Certificate will be registered
in the name of a nominee of, and deposited with, a common depositary for Euroclear Bank
SA/NV (“ Euroclear™) and Clearstream Banking S.A. (“ Clearstream” ), and will be exchangeable
for individual Certificates (as defined below) only in the circumstances set out therein.

2.  Register, Title and Transfers

() Register: The Registrar will maintain a register (the “Register”) in respect of the
Bonds in accordance with the provisions of the Agency Agreement. In these
Conditions, the “Bondholder” means the person in whose name such Bond is for the
time being registered in the Register (or, in the case of a joint holding, the first named
thereof). A certificate (each, a “Certificate”) will be issued to each Bondholder in
respect of its registered holding. Each Certificate will be numbered serially with an
identifying number which will be recorded in the Register and each Certificate shall
represent the entire holding of Bonds by the same Bondholder.

(b) Title: The Bondholder of each Bond shall (except as otherwise required by law) be
treated as the absolute owner of such Bond 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 Bondholder.

— 70 -



(c)

Transfers: Subject to paragraphs (f) (Closed periods) and (g) (Regulations concerning
transfers and registration) below, a Bond 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 reasonably require to
prove the title of the transferor and the authority of the individuals who have executed
the form of transfer; provided, however, that a Bond may not be transferred unless the
principal amount of Bonds transferred and (where not all of the Bonds held by a
Bondholder are being transferred) the principal amount of the balance of Bonds not
transferred are Authorised Denominations. Where not all the Bonds represented by the
surrendered Certificate are the subject of the transfer, a new Certificate in respect of
the balance of the Bonds will be issued to the transferor. No transfer of title of a Bond
will be valid unless and until registered in the Register.

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

(d)

Registration and delivery of Certificates: Within five business days of the receipt of a
duly completed form of transfer and the surrender of a Certificate in accordance with
paragraph (c) (Transfers) above, the Registrar will register the transfer in question and
deliver a new Certificate of a like principal amount to the Bonds transferred to each
relevant Bondholder 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
Bondholder) by uninsured first class mail (airmail if overseas) to the address specified
for the purpose by such relevant Bondholder. In this paragraph, “business day” means
a day, other than a Saturday and Sunday or public holiday, 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.

Except in the limited circumstances described in the Global Certificate, owners of interests
in the Bonds will not be entitled to receive physical delivery of Certificates.

(e)

(f)

No charge: The transfer of a Bond will be effected without charge by or on behalf of
the Issuer, the Guarantor, the Registrar or any Transfer Agent but upon (i) payment by
the relevant Bondholder (or the giving of such indemnity and/or security and/or
pre-funding as the Registrar or the relevant Transfer Agent may require) of any tax,
duty or other governmental charges that may be imposed in relation to such transfer;
(if) the Registrar or the relevant Transfer Agent being satisfied in its absolute
discretion with the documents of title or identity of the person making the application;
and (iii) the relevant Agent being satisfied that the Regulations have been complied
with.

Closed periods: Bondholders may not require transfers to be registered (i) during the
period of 15 days ending on the due date for any payment of principal or interest in
respect of the Bonds; (ii) during the period of 15 days ending on (and including) any
date on which Bonds may be called for redemption by the Issuer at its option pursuant
to Condition 5(b) (Redemption for tax reasons); (iii) after a Change of Control Put
Exercise Notice (as defined in Condition 5(c) (Redemption for Change of Control))
has been delivered in respect of the relevant Bonds in accordance with Condition 5(c)
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(9)

(Redemption for Change of Control) or (iv) after a No Registration Put Exercise
Notice (as defined in Condition 5(d) (Redemption for No Registration Event)) has
been delivered in respect of the relevant Bonds in accordance with Condition 5(d)
(Redemption for No Registration Event).

Regulations concerning transfers and registration: All transfers of Bonds and entries
on the Register are subject to the detailed regulations concerning the transfer of Bonds
scheduled to the Agency Agreement. The regulations may be changed by the Issuer
and the Guarantor with the prior written approval of the Trustee and the Registrar or
changed by the Registrar with the prior written approval of the Trustee. A copy of the
current regulations will be available for inspection by any Bondholder at all
reasonable times during usual business hours (being between 9:00am and 3:00pm)
(Hong Kong time) from Monday to Friday (other than public holidays) following prior
written request and proof of holding and identity to the satisfaction of the Registrar.

3.  Covenants

(@)

(b)

Negative Pledge: So long as any Bond remains outstanding (as defined in the Trust
Deed), neither the Issuer nor the Guarantor shall, and the Issuer and the Guarantor
shall procure that none of their respective Subsidiaries will, create or permit to subsist
any Security Interest upon the whole or any part of its present or future undertaking,
assets or revenues (including uncalled capital) to secure any Relevant Indebtedness or
Guarantee of Relevant Indebtedness without at the same time or prior thereto (a)
securing the Bonds equally and ratably therewith to the satisfaction of the Trustee or
(b) providing such other security for the Bonds the Trustee may in its absolute
discretion consider to be not materially less beneficial to the interests of the
Bondholders or as may be approved by an Extraordinary Resolution (as defined in the
Trust Deed) of Bondholders.

SAFE Registration: The Guarantor undertakes that it will complete the cross-border
security registration and filing (“Cross-Border Security Registration”) and obtain a
registration record from SAFE (or any other document evidencing the completion of
registration issued by SAFE) within the prescribed timeframe in accordance with the
Provisions on the Foreign Exchange Administration of Cross-Border Guarantees (% 5%
I (R 51 FE A FELA %E ) promulgated by SAFE on 12 May 2014 which came into effect on
1 June 2014 and any implementation rules, reports, certificates, approvals or
guidelines as issued by SAFE from time to time.

Before the SAFE Registration Deadline and within five PRC Business Days after the
receipt of the registration certificate from SAFE (or any other document evidencing
the completion of registration issued by SAFE), the Guarantor shall provide the
Trustee and the Principal Paying Agent with:

(i) a certificate in English signed by any director or any Authorised Signatory (as
defined in the Trust Deed) of the Guarantor confirming (A) completion of the
Cross-Border Security Registration, (B) no Change of Control, Event of Default
or any event or circumstance which could, with the giving of notice, lapse of
time, the issuing of a certificate and/or fulfilment of any other requirement
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(c)

provided for in Condition 8 (Events of Default) become any Event of Default has
occurred; and (C) the copies of the Registration Documents (as defined below)
delivered are true and complete copies of the originals; and

(ii) copies of the relevant documents evidencing the Cross-Border Security
Registration (the items specified in (i) and (ii) together, the “Registration
Documents”).

Such a certificate shall contain a notice to Bondholders of the above matters
attached to such certificate and an instruction to the Principal Paying Agent to
give such notice to Bondholders in accordance with Condition 15 (Notices).

The Trustee and the Agents shall have no obligation or duty to monitor or ensure the
completion (or otherwise assist with) of the Cross-Border Security Registration on or
before the relevant deadline referred to above or to verify the accuracy, completeness,
content, validity and/or genuineness of any documents in relation to or in connection
with the Cross-Border Security Registration, and shall not be liable to Bondholders or
any other person for not doing so.

Financial Statements: So long as any Bond remains outstanding, each of the |ssuer
and the Guarantor shall provide to the Trustee:

(i) a Compliance Certificate (on which the Trustee may rely conclusively as to such
compliance and shall not be liable to any holder or any other person for such
compliance) within 14 days of a written request by the Trustee and at the time of
provision of the English translation of the Guarantor Audited Financial Reports;

(ii) a copy of the Guarantor Audited Financial Reports within 150 days of the end of
each Relevant Period prepared in accordance with PRC GAAP (audited by a
nationally recognised firm of independent accountants of good repute); and

(iii) a copy of the Guarantor Unaudited Financial Reports within 90 days of the end
of each Relevant Period prepared on a basis consistent with the Guarantor
Audited Financial Reports,

provided that, if at any time the capital stock of the Guarantor is listed for trading on
a recognised stock exchange, the Guarantor shall provide to the Trustee, as soon as
they are available but in any event not more than 14 days after any financial or other
reports of the Guarantor are filed with the exchange on which the Guarantor’s capital
stock is at such time listed for trading, true and correct copies of any financial or
other report filed with such exchange in lieu of the reports identified in this Condition
3(d).

Reports and accounts referred to in this Condition 3(d) which are not in the English
language shall be provided to the Trustee together with an English translation of the
same translated by (x) a nationally recognised firm of independent accountants of
good repute or (y) a professional translation service provider and checked by a
nationally recognised firm of independent accountants of good repute, together with a
certificate in English signed by any director or any Authorised Signatory of the
Guarantor certifying that such translation is complete and accurate. The Trustee may
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conclusively rely on such certificates, shall not be responsible for checking or
verifying any such translation and may rely conclusively on the same as being a
complete and accurate translation of the original, and shall not be liable to the Issuer,
any Bondholder, the Agents or any other person for doing so.

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

(e) Issuer Activities: The Issuer shall not, and the Guarantor will procure that the Issuer
will not, so long as any Bond remains outstanding, save with the approval of an
Extraordinary Resolution (as defined in the Trust Deed) of Holders, conduct any
business or any activities other than the issue of the Bonds and the lending of the
proceeds of the issue of the Bonds to any of the Guarantor’s Subsidiaries and affiliates
and any other activities reasonably incidental thereto. In these Conditions:

“Compliance Certificate” means a certificate in English of each of the Issuer and the
Guarantor signed by any of their directors or Authorised Signatories respectively certifying that,
having made due enquiries, to the best of the knowledge, information and belief of the Issuer or
(as the case may be) the Guarantor as at a date (the “Certification Date”) not more than five
days before the date of the certificate:

(&) no Event of Default, an event or circumstance which could, with the giving of notice,
lapse of time, the issuing of a certificate and/or fulfilment of any other requirement
provided for in Condition 8 (Events of Default), become an Event of Default had
occurred since the Certification Date of the last such certificate or (if none) the date
of the Trust Deed or, if such an event had occurred, giving details of it; and

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

“Guarantee” means, in relation to any indebtedness of any Person, any obligation of
another Person to pay such indebtedness including (without limitation):

(a) any obligation to purchase such indebtedness;
(b) any obligation to lend money, to purchase or subscribe shares or other securities or to
purchase assets or services in order to provide funds for the payment of such

indebtedness;

(c) any indemnity against the consequences of a default in the payment of such
indebtedness; and

(d) any other agreement to be responsible for such indebtedness;
“Guarantor Audited Financial Reports” means the annual audited consolidated balance
sheet, income statement, cashflow statement and statement of changes in shareholders’ equity of

the Guarantor together with any statements, reports (including any directors’ and auditors’
reports) and notes attached to or intended to be read with any of them;
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“Guarantor Unaudited Financial Reports” means the interim unaudited and unreviewed
consolidated balance sheet, income statement, cashflow statement and statement of changes in
shareholders’ equity of the Guarantor, together with any statements, reports and notes attached to
or intended to be read with any of them, if any;

“Hong Kong” means the Hong Kong Special Administrative Region of the PRC;
“Macau” means the Macau Special Administrative Region of the PRC;

“Person” means any individual, company, corporation, firm, partnership, joint venture,
association, organisation, state or agency of a state or other entity, whether or not having
separate legal personality;

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

“PRC Business Day” means a day, other than a Saturday, Sunday or public holiday on
which commercial banks are open for business in the PRC;

“PRC GAAP” means the Accounting Standards for Business Enterprises issued by the
Ministry of Finance of the PRC, as amended from time to time;

“Rating Agency” means (i) Fitch Ratings Ltd. and its successors; (ii) S&P Global Ratings,
a division of S&P Global, Inc., and its successors; (iii) Moody’s Investors Service, Inc., a
subsidiary of Moody’s Corporation, and its successors or (iv) any other reputable credit rating
agency of international standing;

“Relevant Indebtedness” means any indebtedness incurred outside the PRC which is in the
form of or represented by any bond, note, debenture, debenture stock, loan stock, certificate or
other instrument which is, or is capable of being, listed, quoted or traded on any stock exchange
or in any securities market (including, without limitation, any over-the-counter market) (which,
for the avoidance of doubt, does not include any bilateral loans, syndicated loans or club deal
loans);

“Relevant Period” means:

(@) in relation to each of the Guarantor Audited Financial Reports and the annual
Compliance Certificate of the Issuer and the Guarantor, each period of twelve months
ending on the last day of the financial year (being 31 December of that financial
year); and

(b) in relation to the Guarantor Unaudited Financial Reports, each period of six months
ending on the last day of the first half of the financial year (being 30 June of that

financial year);

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

“SAFE Registration Deadline” means the day falling 120 PRC Business Days after the
Issue Date;
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“Security Interest” means any mortgage, charge, pledge, lien or other security interest
including, without limitation, anything analogous to any of the foregoing under the laws of any
jurisdiction;

“Subsidiary” means, in relation to any Person (the “first Person”) at any particular time,
any other Person (the “second Person”):

(@) whose affairs and policies the first Person controls or has the power to control,
whether by ownership of share capital, contract, the power to appoint or remove
members of the governing body of the second Person or otherwise; or

(b) whose financial statements are, in accordance with applicable law and generally
accepted accounting principles, consolidated with those of the first Person;

4. I nterest

The Bonds bear interest on their outstanding principal amount from and including 28
November 2022 (the “lssue Date’) at the rate of 6.75 per cent. per annum, (the “Rate of
Interest”) payable in arrear on 28 May 2023 and 27 November 2023 (each, an “Interest
Payment Date”), subject as provided in Condition 6 (Payments).

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

The amount of interest payable on the first Interest Payment Date shall be US$33.75 in
respect of each US$1,000 (the “Calculation Amount”) principal amount of the Bonds. The
amount of interest payable on the second Interest Payment Date shall be US$33.56 in respect of
each US$1,000 principal amount of the Bonds. If interest is required to be paid in respect of a
Bond on any other date, it shall be calculated by applying the Rate of Interest to the Calculation
Amount, multiplying the product by the relevant day-count fraction, rounding the resulting
figure to the nearest cent (half a cent being rounded upwards).

If interest is required to be calculated for a period of less than a complete Interest Period
(as defined below), the relevant day-count fraction will be determined on the basis of a 360-day
year consisting of 12 months of 30 days each and, in the case of an incomplete month, the
number of days elapsed.

In these Conditions, the period beginning on and including the Issue Date and ending on
but excluding the first Interest Payment Date and each successive period beginning on and
including an Interest Payment Date and ending on but excluding the next succeeding Interest
Payment Date is called an “Interest Period”.
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5.

Redemption and Purchase

(a)

(b)

Scheduled redemption: Unless previously redeemed, or purchased and cancelled, the
Bonds will be redeemed at their principal amount on 27 November 2023 (the
“Maturity Date”), subject as provided in Condition 6 (Payments).

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

(i) (A) the Issuer has or will become obliged to pay Additional Amounts (as defined
in Condition 7 (Taxation)) as provided or referred to in Condition 7 (Taxation) as
a result of any change in, or amendment to, the laws or regulations of Hong
Kong 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 21 November 2022;
and (B) such obligation cannot be avoided by the Issuer taking reasonable
measures available to it; or

(ii) (A) the Guarantor has or (if a demand was made under the Guarantee of the
Bonds) would become obliged to pay Additional Amounts as provided or referred
to in Condition 7 (Taxation) or the Guarantee of the Bonds, as the case may be,
as a result of any change in, or amendment to, the laws or regulations of the PRC
or any political subdivision or any authority thereof or therein having power to
tax, or any change in the application or official interpretation of such laws or
regulations (including a holding by a court of competent jurisdiction), which
change or amendment becomes effective on or after 21 November 2022; 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 would be obliged to pay such Additional
Amounts if a payment in respect of the Bonds were then due or (as the case may be) a demand
under the Guarantee of the Bonds were then made.

Prior to the publication of any notice of redemption pursuant to this paragraph, the Issuer
or the Guarantor shall deliver or procure that there is delivered to the Trustee:

(A) a certificate in English signed by any director or Authorised Signatory of the Issuer

and the Guarantor stating that the circumstances referred to in (i) above of this
Condition 5(b) prevail and setting out the details of such circumstances or (as the case
may be) a certificate in English signed by any director or Authorised Signatory of the
Guarantor stating that that the circumstances referred to in (ii) above of this Condition
5(b) prevail and setting out the details of such circumstances; and

—77 -



(B) an opinion addressed to and in form and substance satisfactory to the Trustee of

independent legal or tax advisers of recognised standing to the effect that the
circumstances set out in (i) or (ii) above of this Condition 5(b) prevail as a result of
the change and/or amendment.

The Trustee shall be entitled (but shall not be obliged) to accept and rely upon such
certificate and opinion (without further investigation or enquiry) 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
(i1)(B) above, in which event they shall be conclusive and binding on the Bondholders.

Upon the date of redemption as specified in such notice(s) as is referred to in this
Condition 5(b), the Issuer shall be bound to redeem the Bonds in accordance with this Condition

5(b).

(c)

Redemption for Change of Control: At any time following the occurrence of a Change
of Control, each Bondholder will have the right, at such Bondholder’s option, to
require the Issuer to redeem all but not some only of that Bondholder’s Bonds on the
Change of Control Put Settlement Date at 101 per cent. of their principal amount,
together with accrued interest to (but excluding) such Change of Control Put
Settlement Date. To exercise such right, the Bondholder must deposit at the Specified
Office of the Principal Paying Agent or any other Paying Agent a duly completed and
signed notice of redemption, in the form for the time being current, obtainable from
the Specified Office of the Principal Paying Agent or any other Paying Agent (a
“Change of Control Put Exercise Notice”), together with the Certificates evidencing
the Bonds to be redeemed by not later than 30 days following a Change of Control, or,
if later, 30 days following the date upon which notice thereof is given to Bondholders
by the Issuer in accordance with Condition 15 (Notices). The “Change of Control Put
Settlement Date” referred to in this Condition 5(c) shall be the 14th day after the
expiry of such period of 30 days as referred to above.

The Issuer and the Guarantor shall give notice to Bondholders in accordance with
Condition 15 (Notices) and to the Trustee and the Principal Paying Agent in writing by
not later than 14 days following the first day on which either of them becomes aware
of the occurrence of a Change of Control, which notice shall specify the procedure for
exercise by Bondholders of their rights to require redemption of the Bonds pursuant to
this Condition 5(c).

In this Condition 5(c):
a “Change of Control” occurs when:

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

(b) (i) the Jinan SASAC and (ii) any other person directly or indirectly Controlled by
the People’s Government of Jinan or the People’s Government of Shandong
Province, together cease to, directly or indirectly, have Control of the Guarantor;

“Control” means with respect to a Person (where applicable) (i) the ownership, acquisition
or control of not less than 85 per cent. of the voting rights of the issued share capital of such
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Person, whether obtained directly or indirectly or (ii) the possession, directly or indirectly, of
the power to nominate or designate all members then in office of such 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. For the
avoidance of doubt, a Person is deemed to Control another Person so long as it fulfils one of the
two foregoing requirements and the terms “Controlling” and “Controlled” have meanings
correlative to the foregoing; and

“Jinan SASAC” means the State-owned Assets Supervision and Administration Committee
of Jinan City, Shandong Province.

(d) Redemption for No Registration Event: At any time following the occurrence of a No

(e)

()

Registration Event, each Bondholder will have the right, at such Bondholder’s option,
to require the Issuer to redeem all, but not some only, of that Bondholder’s Bonds on
the No Registration Put Settlement Date (as defined below for Condition 5(d)) at 100
per cent. of their principal amount, together with accrued interest up to (but
excluding) the No Registration Put Settlement Date. To exercise such right, the
Bondholder must deposit at the Specified Office of the Principal Paying Agent or any
other Paying Agent a duly completed and signed notice of redemption, in the form for
the time being current, obtainable from the Specified Office of the Principal Paying
Agent or any other Paying Agent (a “No Registration Put Exercise Notice”), together
with the Certificates evidencing the Bonds to be redeemed by not later than 30 days
following a No Registration Event, or, if later, 30 days following the date upon which
notice thereof is given to Bondholders by the Issuer in accordance with Condition 15
(Notices). The “No Registration Put Settlement Date” referred to in this Condition
5(d) shall be the fifth day after the expiry of such period of 30 days as referred to
above.

The Issuer and the Guarantor shall give notice to Bondholders in accordance with
Condition 15 (Notices) and the Trustee and the Principal Paying Agent in writing by
not later than ten days following the first day on which either of them becomes aware
of the occurrence of a No Registration Event, which notice shall specify the procedure
for exercise by Bondholders of their rights to require redemption of the Bonds
pursuant to this Condition 5(d).

In this Condition 5(d):

a “No Registration Event” occurs when the Registration Documents are not received
by the Trustee on or before the SAFE Registration Deadline.

A Change of Control Put Exercise Notice or a No Registration Put Exercise Notice
once delivered, shall be irrevocable and the Issuer shall redeem the Bonds subject to
the relevant Put Exercise Notices delivered as aforesaid.

No other redemption: The Issuer shall not be entitled to redeem the Bonds otherwise
than as provided in Condition 5(a) (Scheduled redemption) to Condition 5(d)

(Redemption for No Registration Event) above.

Purchase: The Issuer, the Guarantor or any of their respective Subsidiaries may at any
time purchase Bonds in the open market or otherwise and at any price.
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(9)

(h)

(i)

Cancellation: All Bonds 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.

No duty to monitor: The Trustee and each Agent shall not be obliged to take any steps
to ascertain whether a Change of Control, Potential Event of Default (as defined in the
Trust Deed) or Event of Default has occurred or to monitor the occurrence of any
Change of Control, Potential Event of Default or Event of Default, and shall not be
liable to the Bondholders or any other person for not doing so.

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

Payments

(@)

(b)

(c)

Method of Payment

(i) Payments of principal, premium (if any) and interest shall be made (subject to
surrender of the relevant Certificates at the specified office of any Transfer Agent
or of the Registrar if no further payment falls to be made in respect of the Bonds
represented by such Certificates) in the manner provided in Condition 6(a)(ii).

(ii) Upon application by the Holder to the specified office of the Registrar or any
Transfer Agent before the Record Date, or at the option of the relevant Agent,
such payment of interest shall be made by wire transfer to the registered account
of the Bondholder. For the purposes of this Condition 6(a)(ii), a Bondholder's
“registered account” means the U.S. dollar denominated account maintained by
or on behalf of it with a bank, details of which appear on the Register at the
close of business on the Record Date.

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

Principal and Interest: Payments of principal and interest shall be made by transfer to
a US dollar account maintained by the payee with, a bank and (in the case of
redemption) upon surrender (or, in the case of part payment only, endorsement) of the
relevant Certificates at the Specified Office of any Paying Agent.

Payments subject to fiscal laws: All payments in respect of the Bonds are subject in
all cases to (i) any applicable fiscal or other laws and regulations in the place of
payment, but without prejudice to the provisions of Condition 7 (Taxation) and (ii)
any withholding or deduction required pursuant to an agreement described in Section
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1471(b) of the US 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 (Taxation)) any law implementing an intergovernmental approach
thereto. No commissions or expenses shall be charged to the Bondholders in respect of
such payments.

(d) Payments on business days: Where payment is to be made by transfer to a US dollar
account, payment instructions (for value the due date, or, if the due date is not a
business day, for value the next succeeding business day) will be initiated on the due
date for payment. A Bondholder shall not be entitled to any interest or other payment
in respect of any delay in payment resulting from the due date for a payment not
being a business day. In this paragraph, “business day” means a day (other than a
Saturday, a Sunday or a public holiday) on which banks are open for general business
and settlement of U.S. dollar payments (including dealings in foreign currencies) in
New York City, London and Hong Kong and on which banks and foreign exchange
markets are open for business in the place in which the Specified Offices of each of
the Registrar and the Principal Paying Agent are located and, in the case of surrender
(or, in the case of part payment only, endorsement) of a Certificate, in the place in
which the Certificate is surrendered (or, as the case may be, endorsed).

(d) Partial payments: If a Paying Agent makes a partial payment in respect of any Bond,
the Issuer shall procure that the amount and date of such payment are noted on the
Register and, in the case of partial payment upon presentation of a Certificate, that a
statement indicating the amount and the date of such payment is endorsed on the
relevant Certificate.

(e) Record date: Each payment in respect of a Bond will be made to the person shown as
the Bondholder in the Register at the opening of business in the place of the
Registrar’s Specified Office on the fifteenth day before the due date for such payment
(the “Record Date”).

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

7. Taxation

All payments of principal, premium (if any) and interest in respect of the Bonds by or on
behalf of the Issuer or the Guarantor shall be made free and clear of, without set-off or
counterclaim and without withholding or deduction for or on account of, any present or future
taxes, duties, assessments or governmental charges of whatever nature imposed, levied,
collected, withheld or assessed by or on behalf of Hong Kong or the PRC or any political
subdivision thereof or any authority therein or thereof having power to tax, unless the
withholding or deduction of such taxes, duties, assessments or governmental charges is required
by law.
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Where such withholding or deduction is made by the Issuer or (as the case may be) the
Guarantor by or within the PRC up to the rate of withholding applicable on 21 November 2022
(the “Applicable Rate”), the Issuer or the Guarantor, as the case may be, will pay such
additional amounts as will result in receipt by the Bondholders 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 that the Issuer or (as the case may be) the Guarantor is required to make a
deduction or withholding (i) by or within the PRC in excess of the Applicable Rate or (ii) by or
within Hong Kong, the Issuer or the Guarantor, as the case may be, shall pay such additional
amounts (the “Additional Amounts”) as will result in receipt by the Bondholders of such
amounts after such withholding or deduction as would have been received by them had no such
withholding or deduction been required, except that no such Additional Amounts shall be
payable in respect of any Bond:

(&) held by a Bondholder (or to a third party on behalf of a Holder) which is liable to
such taxes, duties, assessments or governmental charges in respect of such Bond by
reason of its having some connection with the jurisdiction by which such taxes, duties,
assessments or charges have been imposed, levied, collected, withheld or assessed
other than the mere holding of the Bond; or

(b) where (in the case of a payment of principal or interest on redemption) the relevant
Certificate is surrendered for payment more than 30 days after the Relevant Date
except to the extent that the relevant Bondholder would have been entitled to such
Additional Amounts if it had surrendered the relevant Certificate on the last day of
such period of 30 days.

In these Conditions, “Relevant Date” means whichever is the later of (1) the date on which
the payment in question first becomes due and (2) if the full amount payable has not been
received by the Principal Paying Agent or the Trustee 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
Bondholders.

Any reference in these Conditions to principal, premium or interest shall be deemed to
include any Additional Amounts in respect of principal, premium or interest (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.

If the Issuer or the Guarantor becomes subject at any time to any taxing jurisdiction other
than Hong Kong or the PRC respectively, references in these Conditions to Hong Kong or the
PRC shall be construed as references to Hong Kong or (as the case may be) the PRC and/or such
other jurisdiction.

Neither the Trustee nor any Agent shall be responsible for paying any tax, duty, charges,
assessments, government charges, withholding or other payment referred to in this Condition 7
(Taxation) or otherwise in connection with the Bonds 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, the Bondholders or any other person to pay such tax, duty, charges,
assessments, government charges, withholding or other payment in any jurisdiction or be
responsible to provide any notice or information to the Trustee or any Agent in relation to the
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Bonds in connection with payment of such tax, duty, charges, assessments, government charges,
withholding or other payment imposed by or in any jurisdiction, including without limitation any
notice or information that would permit, enable or facilitate the payment of any principal,
premium (if any), interest or other amount under or in respect of the Bonds without deduction or
withholding for or on account of any tax, duty, charges, assessments, government charges,
withholding or other payment imposed by or in any jurisdiction.

8. Events of Default

If any of the following events (each, an “Event of Default”) occurs, then the Trustee at its
discretion may and, if so requested in writing by Bondholders of at least one quarter of the
aggregate principal amount of the outstanding Bonds or if so directed by an Extraordinary
Resolution, shall (subject to the Trustee having been indemnified and/or provided with security
and/or pre-funded to its satisfaction) give written notice to the Issuer and the Guarantor
declaring the Bonds to be immediately due and payable, whereupon they shall become
immediately due and payable at their principal amount together with accrued interest without
further action or formality:

(& Non-payment: the Issuer fails to pay any amount of principal in respect of the Bonds
on the due date for payment thereof or fails to pay any amount of interest in respect of
the Bonds within seven days of the due date for payment thereof;

(b) Breach of other obligations: the Issuer or the Guarantor defaults in the performance or
observance of any of their respective other obligations under or in respect of the
Bonds, the Deed of Guarantee or the Trust Deed (other than those referred to in
Condition 8(a) or where such default gives rise to a redemption pursuant to Condition
5(c) or Condition 5(d)) and such default (i) is incapable of remedy or (ii) being a
default which is capable of remedy remains unremedied for 30 days after the Trustee
has given written notice thereof to the Issuer and the Guarantor; or

(c) Cross-default of Issuer, Guarantor or Subsidiary:

(iv) any indebtedness of the Issuer, the Guarantor or any of their respective
Subsidiaries is not paid when due or (as the case may be) within any originally
applicable grace period;

(v) any such indebtedness becomes (or becomes capable of being declared) due and
payable prior to its stated maturity otherwise than at the option of the Issuer, the
Guarantor or (as the case may be) the relevant Subsidiary or (provided that no
event of default, howsoever described, has occurred) any person entitled to such
indebtedness; or

(vi) the Issuer, the Guarantor or any of their respective Subsidiaries fails to pay when
due any amount payable by it under any Guarantee of any indebtedness;

provided that the amount of indebtedness referred to in sub-paragraph (i) and/or sub-paragraph
(if) above and/or the amount payable under any Guarantee referred to in sub-paragraph (iii)
above, individually or in the aggregate, exceeds US$20,000,000 (or its equivalent in any other
currency or currencies); or
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(d)

(e)

(f)

(9)

(h)

Unsatisfied judgment: one or more judgment(s) or order(s) for the payment of any
amount in excess of US$20,000,000 (or its equivalent in any other currency or
currencies), whether individually or in the aggregate, is rendered against the Issuer,
the Guarantor or any of their respective Principal Subsidiaries and is not discharged or
stayed within 45 days; or

Security enforced: a secured party takes possession, or a receiver, manager or other
similar officer is appointed, of the whole or any material part of the undertaking,
assets and revenues of the Issuer, the Guarantor or any of their respective Principal
Subsidiaries and is not discharged or stayed within 45 days; or

Insolvency, etc.: (i) the Issuer, the Guarantor or any of their respective Principal
Subsidiaries becomes insolvent or is unable to pay its debts as they fall due, (ii) an
administrator or liquidator is appointed (or application for any such appointment is
made) in respect of the lIssuer, the Guarantor or any of their respective Principal
Subsidiaries or the whole or any material part of the undertaking, assets and revenues
of the Issuer, the Guarantor or any of their respective Principal Subsidiaries, or (iii)
the Issuer, the Guarantor or any of their respective Principal Subsidiaries takes any
action for a readjustment or deferment of all or a material part of its obligations or
makes a general assignment or an arrangement or composition with or for the benefit
of its creditors or declares a moratorium in respect of all or a material part of its
indebtedness or any Guarantee of any indebtedness given by it; or

Winding up, etc.: an order is made or an effective resolution is passed for the winding
up, liquidation or dissolution of the Issuer, the Guarantor or any of their respective
Principal Subsidiaries ceases or threatens to cease to carry on all or substantially all
of its business or operations, except for (i) the purpose of and followed by a
reconstruction, amalgamation, reorganisation, merger or consolidation (A) on terms
approved by an Extraordinary Resolution of the Bondholders or (B) in the case of a
Principal Subsidiary of the Issuer or the Guarantor, whereby the undertaking and
assets of such Principal Subsidiary are transferred to or otherwise vested in the |ssuer
or the Guarantor (as the case may by) or any of their respective Subsidiaries, (ii) a
solvent winding up of any Principal Subsidiary of the Issuer or the Guarantor, or (iii)
a disposal of a Principal Subsidiary or such Principal Subsidiary’s business and assets
on an arm’'s length basis where the proceeds, the assets or other considerations
(whether in cash or otherwise) resulting from such disposal are fully transferred or
vested in the Issuer or the Guarantor (as the case may be) or any of their respective
wholly-owned Subsidiaries; or

Analogous event: any event occurs which under the laws of Hong Kong or the PRC
has an analogous effect to any of the events referred to in paragraphs (d) (Unsatisfied
judgment) to (g) (Winding up, etc.) above; or

Failure to take action, etc.: any action, condition or thing at any time required to be
taken, fulfilled or done in order (i) to enable the Issuer and the Guarantor lawfully to
enter into, exercise their respective rights and perform and comply with their
respective obligations under and in respect of the Bonds, the Deed of Guarantee or the
Trust Deed, (ii) to ensure that those obligations are legal, valid, binding and
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(k)

(1

enforceable and (iii) to make the Certificates, the Deed of Guarantee, the Trust Deed
and the Agency Agreement admissible in evidence in the courts of Hong Kong and the
PRC is not taken, fulfilled or done; or

Unlawfulness: it is or will become unlawful for the Issuer or the Guarantor to perform
or comply with any of its obligations under or in respect of the Bonds, the Deed of
Guarantee, the Trust Deed or the Agency Agreement;

Guarantee not in force: the Guarantee of the Bonds or the Cross-Border Security
Registration is not (or is claimed by the Guarantor not to be) in full force and effect
or (in the case of the Cross-Border Security Registration) revoked; or

Government Intervention: (i) all or any material part of the undertaking, assets and
revenues of the Issuer, the Guarantor or any of their respective Principal Subsidiaries
is condemned, seized, compulsorily acquired, expropriated, nationalised or otherwise
appropriated by any person acting under the authority of any national, regional or
local government or (ii) the Issuer, the Guarantor or any of their respective Principal
Subsidiaries is prevented by any such person from exercising normal control over all
or any material part of its undertaking, assets and revenues.

In this Condition 8, “Principal Subsidiary”, with respect to the Issuer and the Guarantor,
means any Subsidiary of the Issuer or the Guarantor (as the case may be):

(i)

(ii)

(iii)

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

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

whose total assets or (in the case of a Subsidiary which itself has Subsidiaries)
consolidated total assets, as shown by its latest audited balance sheet are at least three
per cent. of the amount which equals the amount included in the consolidated total
assets of the Issuer or the Guarantor (as the case may be) and their respective
Subsidiaries as shown by the latest audited consolidated balance sheet of the Issuer or
the Guarantor (as the case may be) and their respective Subsidiaries as being
represented by the investment of the Issuer or the Guarantor (as the case may be) in
each relevant Subsidiary whose accounts are not consolidated with the consolidated
audited accounts of the Guarantor and after adjustment for minority interests; or
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(iv) to which the whole or substantially the whole of the assets of a Subsidiary which

immediately prior to such transfer was a Principal Subsidiary is transferred, provided
that the Principal Subsidiary which so transfers its assets shall forthwith upon such
transfer cease to be a Principal Subsidiary and the Subsidiary to which the assets are
so transferred shall forthwith become a Principal Subsidiary until the date on which
the first audited accounts (consolidated, if appropriate), of the Issuer or the Guarantor
(as the case may be) prepared as of a date later than such transfer are issued, unless
such Subsidiary would continue to be a Principal Subsidiary on the basis of such
accounts by virtue of the provisions of paragraphs (i), (ii) or (iii) above of this
definition;

provided that, in relation to paragraphs (i), (ii) or (iii) above of this definition:

(A)

(B)

(©)

(D)

in the case of a corporation or other business entity becoming a Subsidiary after the
end of the financial period to which the latest consolidated audited accounts of the
Issuer or the Guarantor (as the case may be) relate, the reference to the then latest
consolidated audited accounts of the Issuer or the Guarantor (as the case may be) for
the purposes of the calculation above shall, until consolidated audited accounts of the
Issuer or the Guarantor (as the case may be) for the financial period in which the
relevant corporation or other business entity becomes a Subsidiary are available be
deemed to be a reference to the then latest consolidated audited accounts of the Issuer
or the Guarantor (as the case may be) 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, the Issuer or any Subsidiary which
itself has Subsidiaries, no consolidated accounts are prepared and audited, revenue,
gross profit or gross assets of the Issuer, the Guarantor and/or any such Subsidiary
shall be determined on the basis of pro forma consolidated accounts prepared for this
purpose by the Issuer or the Guarantor (as the case may be);

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

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

A certificate prepared by a director or an Authorised Signatory of the Issuer or the

Guarantor (as the case may be) that in his or her opinion, a Subsidiary is or is not, or was or
was not, a Principal Subsidiary of the Issuer or the Guarantor (as the case may be) shall, in the
absence of manifest error, be conclusive and binding on the Bondholders and all parties. The
certificate shall, if there is a dispute as to whether any Subsidiary of the Issuer or the Guarantor
(as the case may be) is or is not a Principal Subsidiary, be accompanied by a report by an
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internationally recognised firm of accountants addressed to the Issuer or the Guarantor as to
proper extraction of the figures used by the Issuer or the Guarantor in determining the Principal
Subsidiaries of the Issuer or the Guarantor and mathematical accuracy of the calculation.

9. Prescription

Claims for principal and interest on redemption shall become void unless the relevant
Certificates are surrendered for payment within ten years of the appropriate Relevant Date.

10. Replacement of Certificates

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced at the
Specified Office of the Registrar or any Transfer Agent as may from time to time be designated
by the Issuer for that purpose notice of whose designation is given to Bondholders in accordance
with Condition 15, subject to all applicable laws, regulations or other regulatory authority
regulations, upon payment by the claimant of the fees and costs incurred in connection with such
replacement and on such terms as to evidence, security, indemnity pre-funding and otherwise as
the Issuer or the Registrar or the Transfer Agent may reasonably require. Mutilated or defaced
Certificates must be surrendered before replacements will be issued.

11. Trustee and Agents

Under the Trust Deed, the Trustee is entitled to be indemnified and/or provided with
security and/or pre-funded and relieved from responsibility in certain circumstances and to be
paid its costs and expenses in priority to the claims of the Bondholders. In addition, the Trustee,
the Agents and their respective directors and officers are entitled to enter into business
transactions with the Issuer or the Guarantor and any entity (directly or indirectly) relating to
the Issuer or the Guarantor without accounting for any profit.

In the exercise of its powers and discretions under these Conditions, the Deed of
Guarantee, the Trust Deed and the Agency Agreement, the Trustee will have regard to the
interests of the Bondholders as a class and will not be responsible for any consequence for
individual Bondholders and the Trustee shall not be entitled to require, nor shall any Bondholder
be entitled to claim, from the Issuer or the Guarantor or, in the case of a claim by any
Bondholder, the Trustee any indemnification or payment in respect of any tax consequence of
any such exercise upon individual Bondholders.

None of the Trustee or any of the Agents shall be responsible for the performance by the
Issuer, the Guarantor and any other person appointed by the Issuer or the Guarantor in relation
to the Bonds, of the duties and obligations on their part expressed in respect of the same and,
unless it has express notice in writing to the contrary, the Trustee and each Agent shall be
entitled to assume that the same are being duly performed.

Each Bondholder shall be solely responsible for making and continuing to make its own
independent appraisal of an investigation into the financial condition, creditworthiness,
condition, affairs, status and nature of the Issuer, the Guarantor and the respective Subsidiaries,
and the Trustee shall not at any time have any responsibility for the same and no Bondholder
shall rely on the Trustee in respect thereof.
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In acting under the Agency Agreement and in connection with the Bonds, 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 towards or relationship of agency or trust for or with any of the
Bondholders.

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 or 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 principal paying agent, a transfer agent and
a registrar.

Notice of any change in any of the Agents or in their Specified Offices shall promptly be
given by the Issuer to the Bondholders.

12. Meetings of Bondholders; Modification and Waiver

(@) Meetings of Bondholders: The Trust Deed contains provisions for convening meetings
of Bondholders to consider matters relating to the Bonds, including the modification
of any provision of these Conditions, the Deed of Guarantee and 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
Bondholders holding not less than one-tenth of the aggregate principal amount of the
outstanding Bonds and subject to the Trustee being indemnified and/or secured and/or
pre-funded to its satisfaction against all costs and expenses by such Bondholders. The
quorum at any meeting convened to vote on an Extraordinary Resolution will be two
or more persons holding or representing one more than half of the aggregate principal
amount of the outstanding Bonds or, at any adjourned meeting, two or more persons
being or representing Bondholders whatever the principal amount of the Bonds held or
represented; provided, however, that certain proposals (including any proposal to
change any date fixed for payment of principal, premium or interest in respect of the
Bonds, to reduce the amount of principal, premium or interest payable on any date in
respect of the Bonds, to alter the method of calculating the amount of any payment in
respect of the Bonds or the date for any such payment, to change the currency of
payments under the Bonds, to amend Condition 3 (Covenants), to amend the terms of
the Guarantee of the Bonds, or to change the quorum requirements relating to
meetings or the majority required to pass an Extraordinary Resolution (each, a
“Reserved Matter”)) may only be sanctioned by an Extraordinary Resolution passed
at a meeting of Bondholders at which two or more persons holding or representing not
less than three-quarters or, at any adjourned meeting, one quarter of the aggregate
principal amount of the outstanding Bonds form a quorum. Any Extraordinary
Resolution duly passed at any such meeting shall be binding on all the Bondholders,
whether present or not.

In addition, a resolution (A) passed by Electronic Consent (as defined in the Trust
Deed) or (B) in writing signed by or on behalf of Bondholders holding not less than
90 per cent. of the aggregate principal amount of the Bonds then outstanding who for
the time being are entitled to receive notice of a meeting of Bondholders under the
Trust Deed will take effect as if it were an Extraordinary Resolution passed at a
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meeting of Bondholders duly convened and held. Such a resolution in writing may be
contained in one document or several documents in the same form, each signed by or
on behalf of one or more Bondholders. A resolution passed in writing will be binding
on all Bondholders whether or not they participated in such written resolution.

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

(b) Modification and waiver: The Trustee may (but shall not be obliged to), without the

(c)

consent of the Bondholders, agree to any modification of these Conditions, the Deed
of Guarantee, the Trust Deed and the Agency Agreement (other than in respect of a
Reserved Matter) which is, in the opinion of the Trustee, proper to make if, in the
opinion of the Trustee, such modification will not be materially prejudicial to the
interests of Bondholders and to any modification of the Bonds, the Deed of Guarantee,
the Trust Deed or the Agency Agreement which is of a formal, minor or technical
nature or is to correct a manifest error. In addition, the Trustee may, without the
consent of the Bondholders, authorise or waive any proposed breach or breach of the
Bonds, the Deed of Guarantee, the Trust Deed or the Agency Agreement (other than a
proposed breach or breach relating to the subject of a Reserved Matter) if, in the
opinion of the Trustee, the interests of the Bondholders will not be materially
prejudiced thereby.

Any such authorisation, waiver or modification shall be binding on the Bondholders
and unless the Trustee agrees otherwise, any such authorisation, waiver or
modification shall be notified to the Bondholders by the Issuer as soon as practicable
thereafter in accordance with Condition 15. The Trustee may request and conclusively
rely upon certificate signed by an Authorised Signatory of the Issuer and/or an opinion
of counsel concerning the compliance with the above conditions in respect of any
modification and/or amendment.

Directions from Bondholders: Notwithstanding anything to the contrary, the Bonds, the
Deed of Guarantee, the Trust Deed and/or the Agency Agreement, whenever the
Trustee is required or entitled by the terms or conditions in the Bonds, the Deed of
Guarantee, the Trust Deed and/or the Agency Agreement 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 or
refraining from taking any such action, making any such decision, or giving any such
direction or certification, to seek directions from the Bondholders by way of an
Extraordinary Resolution or clarification of any directions and the Trustee shall be
entitled to rely on any such direction or clarification and shall have been indemnified
and/or provided with security and/or pre-funded to its satisfaction against all action,
proceedings, claims and demands to which it may be or become liable and all costs,
charges, damages, expenses (including legal expenses) and liabilities which may be
incurred by it in connection therewith, and the Trustee is not responsible for any |oss
or liability incurred by the Issuer, the Guarantor, the Bondholders or any person as a
result of any delay in it exercising such discretion or power, taking or refraining from
taking such action, making such decision, or giving such direction or certification
where the Trustee is seeking such directions or clarification of any directions from the
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Bondholders or in the event that the instructions sought are not provided by the
Bondholders. None of the Trustee or any Agent shall be liable to any Bondholder, the
Issuer, the Guarantor or any other person for any action taken by the Trustee in
accordance with the instructions or any direction or request of the Bondholders. The
Trustee shall be entitled to rely on any direction or instruction or request of
Bondholders (whether given by Extraordinary Resolution or otherwise as contemplated
or permitted by the Trust Deed and/or the Bonds).

(d) Certificates and Reports: The Trustee may conclusively, and may or refrain from
acting, in each case rely without liability to Bondholders, the Issuer the Guarantor or
any other person on a report, advice, opinion, confirmation or certificate from any
lawyers, valuers, accountants (including auditors and surveyors), financial advisers,
financial institution or any other expert, whether or not addressed to it and whether
their liability in relation thereto is limited (by its terms or by any engagement letter
relating thereto or in any other manner) by reference to a monetary cap, methodology
or otherwise. The Trustee may accept and shall be entitled to rely conclusively on any
such report, confirmation, opinion or certificate or advice and such report,
confirmation or certificate or advice shall be binding on the Issuer, the Guarantor and
the Bondholders.

13. Enforcement

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

(a) it has been so requested in writing by the Bondholders of at least one quarter of the
aggregate principal amount of the outstanding Bonds or has been so directed by an
Extraordinary Resolution; and

(b) it has been indemnified and/or provided with security and/or pre-funded to its
satisfaction.

No Bondholder 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.

14. Further Issues

Subject to compliance with Condition 3(b) (SAFE Registration), the Issuer may from time
to time, without the consent of the Bondholders and in accordance with the Trust Deed, create
and issue further bonds having the same terms and conditions as the Bonds in all respects (or in
all respects except for the first payment of interest and the timing of the Cross-Border Security
Registration) so as to form a single series with the Bonds.
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15. Notices

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

Until such time as any individual certificates are issued and so long as the Global
Certificate is held in its entirety on behalf of Euroclear and Clearstream any notice to the
Bondholders 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.

16. Currency Indemnity

If any sum due from the Issuer or the Guarantor in respect of the Bonds 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 Bonds, the
Issuer and the Guarantor shall indemnify the Trustee and each Bondholder, on the written
demand of the Trustee or such Bondholder 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 Bondholder 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.

17. Governing Law and Jurisdiction

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

(b) Jurisdiction: The courts of Hong Kong shall have exclusive jurisdiction to settle any
dispute arising out of or in connection with the Bonds, the Deed of Guarantee, the
Trust Deed and the Agency Agreement (including any non-contractual obligation
arising out of or in connection with the Bonds and such documents) and accordingly
any legal action or proceedings arising out of or in connection with the Bonds, the
Deed of Guarantee, the Trust Deed and the Agency Agreement (the “Proceedings’)
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may be brought in such courts. Each of the Issuer and the Guarantor has in the Deed
of Guarantee, the Trust Deed and the Agency Agreement irrevocably submitted to the
exclusive jurisdiction of such courts and waived any objection to the Proceedings in
any such courts whether on the ground of venue or on the ground that the Proceedings
have been brought in an inconvenient forum.

(c) Agent for service of process: The Guarantor has irrevocably appointed in the Trust
Deed and the Deed of Guarantee the Issuer as its authorised agent to receive for it and
on its behalf, service of process in Hong Kong. Such service shall be deemed
completed on delivery to such agent (whether or not it is forwarded to and received by
the Issuer and/or the Guarantor). If for any reason such agent ceases to be able to act
as such or no longer has an address in Hong Kong, each of the Issuer and the
Guarantor irrevocably agrees to forthwith appoint a substitute process agent in Hong
Kong and deliver to the Trustee a copy of the substitute process agent’s acceptance of
that appointment within 30 days of such cessation. Nothing in this paragraph shall
affect the right to serve process in any other manner permitted by law.

18. Contracts (Rights of Third Parties) Act 1999
No person shall have any right to enforce any term or condition of the Bonds, the Deed of

Guarantee or the Trust Deed under the Contracts (Rights of Third Parties) Act 1999 except to the
extent (if any) that the Bonds expressly provide for such Act to apply to any of their terms.
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SUMMARY OF PROVISIONS RELATING TO THE BONDS IN GLOBAL FORM

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

Terms defined in the terms and conditions of the Bonds (the “Conditions” or “Terms and
Conditions”) set out in this Offering Circular have the meaning in the paragraphs below.

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

Under the Global Certificate, the Issuer, for value received, will promise to pay such
principal sum to the registered holder of the Global Certificate (the “Holder”) on such date or
dates as the same may become payable in accordance with the Terms and Conditions.

Owners of interests in the Bonds in respect of which this Global Certificate is issued will
be entitled to have title to the Bonds registered in their names and to receive individual
definitive Certificates if Euroclear or Clearstream or any other clearing system (an Alternative
Clearing System) is closed for business for a continuous period of 14 days (other than by reason
of holidays, statutory or otherwise) or announces an intention permanently to cease business or
does in fact do so. In such circumstances, the Issuer will cause sufficient individual definitive
Certificates to be executed and delivered to the Registrar for completion, authentication and
despatch to the relevant holders of the Bonds. A person with an interest in the Bonds in respect
of which this Global Certificate is issued must provide the Registrar not less than 30 days’
notice at its specified office of such holder’s intention to effect such exchange and a written
order containing instructions and such other information as the Issuer and the Registrar may
require to complete, execute and deliver such individual definitive Certificates.

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

Notices

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

Transfers
Transfers of the interests in the Bonds represented by this Global Certificate will be
effected through the records of Euroclear or Clearstream, or any Alternative Clearing System

and their respective participants in accordance with the rules and operating procedures of
Euroclear or Clearstream or any Alternative Clearing System and their respective participants.
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Cancellation

Cancellation of any Bond represented by this Global Certificate which is required by the
Conditions to be cancelled will be effected by reduction in the principal amount of the Bonds in
the register of Bondholders and this Global Certificate on its presentation to or to the order of
the Principal Paying Agent for annotation (for information only).

M eetings

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

Bondholder’s redemption

The Bondholder’s redemption option in Condition 5(c) or Condition 5(d) may be exercised
by the holder of this Global Certificate giving notice to any Paying Agent in accordance with the
rules and procedures of Euroclear and Clearstream or any Alternative Clearing System, and
stating the principal amount of Bonds in respect of which the option is exercised within the time
limits specified in the Conditions.

I ssuer’s redemption

The option of the Issuer provided for in Condition 5(b) shall be exercised by the Issuer
giving notice to the Bondholders within the time limits set out in and containing the information
required by the Conditions.

Trustee's powers

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

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

This Global Certificate and any non-contractual obligations arising out of or in connection
with it shall be governed by and construed in accordance with English law.
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DESCRIPTION OF THE ISSUER
OVERVIEW

The Issuer is a limited liability company incorporated under the laws of Hong Kong on 6
October 2021. The Issuer is an indirect wholly-owned subsidiary of the Guarantor. The
registered office of the Issuer is at United B, 1/F., Lippo Leighton Tower, 103 Leighton Road,
Causeway Bay, Hong Kong.

BUSINESS ACTIVITIES

The Issuer was established with full capacity to carry on or undertake any business or
activity, do any act or enter into any transaction and has full rights, powers and privileges for
the above purposes pursuant to the objects and powers set out in its articles of association. As at
the date of this Offering Circular, the Issuer does not carry and has not carried on any business
other than entering into arrangements for the issue of the Bonds and the Issuer has no debt
outstanding and has no contingent liabilities. As at the date of this Offering Circular, the Issuer
has no subsidiaries and no material assets or liabilities.

DIRECTORS AND OFFICERS

As at the date of this Offering Circular, the directors of the Issuer are SUN Mingjian and
YU Lei. As at the date of this Offering Circular, the Issuer does not have any employees.

SHARE CAPITAL

As at the date of this Offering Circular, the authorised share capital of the Issuer is
US$100,000.00 divided into 100,000 ordinary shares, all of which have been issued. The register
of members of the Issuer is maintained at its registered office. None of the equity securities of
the Issuer are listed or dealt in any stock exchange and no listing or permission to deal in such
securities is being or is proposed to be sought as at the date of this Offering Circular.

FINANCIAL INFORMATION

As at the date of this Offering Circular, the Issuer has not published, and does not propose
to publish, any financial statements. The Issuer is, however, required to keep proper books of
account as are necessary and to file the audit report to the Companies Registry on an annual
basis.

LEGAL PROCEEDINGS

The Issuer is not involved in any litigation or arbitration proceedings, and it is not aware of
any pending or threatened action against it.
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DESCRIPTION OF THE GROUP
OVERVIEW

The Group is a key state-owned entity for the construction and operation of rail transit
system in Jinan City, Shandong Province, the PRC. As at 31 December 2021, the Group had six
metro line projects, namely Line 1, Line 2 (Phase |), Line 3 (Phase |), Line 3 (Phase Il), Line 4
(Phase |) and Line 6 of the Jinan Metro, and one railway line project, namely the Jinan-Laiwu
High-speed Railway, under construction and/or trial operation with an aggregate length of
293.3 k.m. All the metro lines in Jinan City are to be operated by the Group upon completion.
The Group is also responsible for the integrated development of the resources along the rail
transit lines it operates, the development of resettlement housing and the construction and
operation of municipal infrastructures in Jinan City.

The Group conducts its business primarily within Jinan City, the capital city and the
political, economic, cultural and financial centre of Shandong Province. Along with the approval
of the Recent Plan on the Construction of Jinan’s Rail Transit (2015-2019) <( 7% Fd T #1482 48
T 1) 1 5 #1(2015-2019))) by the NDRC in January 2015 endorsing the construction plans
with respect to Line 1, Line 2 (Phase 1), Line 3 (Phase ) of the Jinan Metro, the approval of the
Plan on the Construction of Jinan’s Rail Transit (Phase I1) (2020—-2025) <( 5 &g 7 3% 17 #1538 3¢ 48
55 R #1(2020-2025) ) ) by the NDRC in October 2020 endorsing the construction plans
with respect to Line 3 (Phase Il), Line 4 (Phase 1), Line 6, Line 7 (Phase 1), Line 8 (Phase I) and
Line 9 (Phase I) of the Jinan Metro and the announcement of the construction plan with respect
to the Xinjian District-Jinan District (Pilot District) Tramline Project (G % 555 [ (Jo /7 ) A
#FEH TF£) by the Jinan Natural Resources and Planning Bureau, Jinan City has been
undergoing rapid development and actively implementing its urban rail transit planning during
recent years.

As one of the primary government-designated platforms through which the Jinan Municipal
Government implements its blueprint for Jinan City’s rail transit development, the Group has
benefited from the rapid development of Jinan City’'s rail transit infrastructure and has
maintained a strong growth momentum. For the years ended 31 December 2019, 2020 and 2021,
the total operating income from the Group’s business operation was RMB532.2 million,
RMB1,604.8 million, and RMB2,539.9 million, respectively. As at 31 December 2019, 2020 and
2021, the total asset of the Group was RMB74.9 billion, RMB108.4 billion and RMB152.8
billion, respectively. As at 31 December 2019, 2020 and 2021, the debt to asset ratio of the
Group was 74.5 per cent., 74.1 per cent. and 74.1 per cent., respectively. Overall, the Group has
maintained healthy leverage ratio in the sense that there has not occurred any material debt
default in the course of the Group’s operation. As at the date of this Offering Circular, the
Company has a registered capital of RMB15.0 billion and is wholly owned by the Jinan SASAC.

The Group’s business segments include (i) rail construction and operating business, (ii)
resettlement housing development business, (iii) infrastructure construction business, (iv)
engineering and consulting business, (v) property management business, (vi) concrete and
construction materials business, (vii) electrical and machinery equipment business, (viii)
advertising business and (ix) other business. The following sets out an overview of the Group’s
major business segments:
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Rail construction and operation: The Group’s rail transit construction and operation
business primarily includes rail construction and its operation upon completion as well
as the development of resources along the rail transit lines. As at 31 December 2021,
the Group had six metro line projects and one railway line project under construction
and/or trial operation with an aggregate length of 293.3 k.m. and an estimated total
investment of approximately RMB161.9 billion. The Group finances its rail
construction business primarily with operating income derived from its resources
development business, which involves the integrated development of the resources
along the rail transit lines, particularly land development. The Group will also explore
new business opportunities, such as advertisements on metros, communication
services, commerce and development of property and other resources, once the metro
lines are put into operation.

Resettlement housing development: The Group has undertaken a number of
resettlement housing development projects in Jinan City. As at 31 December 2021, the
Group had nine resettlement housing projects under development with an estimated
total investment of approximately RMB22.9 billion and a total planned GFA of
approximately 2,962.6 thousand sqg.m.

Infrastructure construction: The Group’s infrastructure construction business includes
the investment, construction and operation of municipal infrastructures, including
urban infrastructure, municipal roads and transport facilities, in Jinan City according
to the municipal infrastructure construction plans and investment budget promulgated
by the Jinan Municipal Government. As at 31 December 2021, the Group had four
infrastructure construction projects under construction with an estimated total
investment of approximately RMB19.7 billion.

Engineering and consulting: The Group provides technical services related to survey
and design, consultation and research, testing and inspection and engineering
management to rail transit lines in Jinan City and is primarily involved in the design
and planning of the Jinan Metro. The Group, through its subsidiaries, derives
operating income primarily from engineering design and engineering survey services,
which includes commission fees as a joint designer or joint surveyor. As at 31
December 2021, the Group had served various phases of the three key metro lines of
the Jinan Metro, namely Line 1, Line 2 and Line 3, and had also provided site design
services for Line 4 of the Xuzhou Metro and Line 15 of the Qingdao Metro.

Property management: The Group began its property management business in 2021.
The Group provides property management services, including without limitation,
security, cleaning, equipment repair and maintenance and landscaping services,
primarily for the rail transit lines in Jinan City that it develops, as well as the
Jianandong Railway Station and its subsidiaries, including Shandong Aipel Electrical
Equipment Co., Ltd. (LL5# %% &5 s A R ).

Concrete and construction materials: The Group began its concrete and construction
materials business in 2018. The Group’'s concrete and construction materials business
primarily includes the production and sale of concrete and construction materials, such
as cables and segments.
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Electrical and machinery equipment: The Group’s electrical and machinery equipment
business consists of two sub-segments, namely electrical equipment business and
machinery equipment business. The Group began its electrical equipment business and
machinery equipment business in 2020 and 2021, respectively. The Group’s electrical
equipment business primarily includes the development, design, manufacturing and
sales of electrical equipment and relevant components, as well as the installation and
leasing of electrical facilities. The Group’s machinery equipment business primarily
involves sales and leasing of machinery equipment relating to electric power, mining
and tunnel excavation.

Advertising: The Group began its advertising business in 2019. The Group’s
advertising business includes print advertisements and vehicle advertisements in rail
transit lines that the Group operates. The Group’s advertising business offers a variety
of advertising and presentation solutions, including without limitation, in-car light
box, creative display, super media, super large screen, vehicle body naming, creative
car chartering, brand channel, brand ocean and brand forest, to customers who seek
for displaying and building business image and promoting market projects. The Group
also undertakes the promotion of government administrative affairs.

The following table sets forth a breakdown of the total operating income from each
business segment of the Group for the periods indicated:

For the year ended 31 December

2019 2020 2021
Amount Amount Amount
(RMB in per cent. of (RMBin per cent.of (RMBin per cent. of
millions) total millions) total millions) total
Rail construction and
operation ............ - - - - - -
Resettlement housing
development . ......... - - - - - -
Infrastructure
construction . ......... - - - - - -
Engineering and
consulting ........... 18.6 3.5 43.6 2.7 66.6 2.6
Property management - - - - 27.8 1.1
Concrete and Construction
Materials . ........... 497.2 93.4 735.8 45.9 613.3 24.2
Electrical and machinery
equipment ........... - - 790.4 49.3 1,780.5 70.1
Advertising . ........... 9.8 1.8 14.3 0.9 25.2 1.0
Other business . ......... 6.6 1.2 20.8 1.3 26.5 1.0
Total ................. 532.2 100.0 1,604.8 100.0 2,539.9 100.0
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COMPETITIVE STRENGTHS

The Group believes that the following strengths are important to its success and future
development:

Strong and continuous governmental support

Being directly and wholly owned by Jinan SASAC, the Group is the only rail transit
constructor and operator among the 22 local state-owned enterprises administrated at the
municipal level and one of the primary government-designated platforms through which the
Jinan Municipal Government implements its blueprint for Jinan City’s rail transit development.
The Group’s operations facilitate the implementation of the national and regional development
strategies and polices that are fundamental to the rail transit development in Jinan City. The
Group, as the key investment and construction platform for infrastructure construction in Jinan
City, also participates in the integrated deployment of the resources along the rail transit lines,
particularly land development, as well as the construction and development of infrastructure
facilities and resettlement housing in Jinan City.

In addition, Jinan SASAC, as a sole shareholder of the Guarantor, controls and supervises
the Group’s strategic planning, major investment and financing projects as well as major
corporate restructuring and asset disposals, directly appoints a majority of the Group’s executive
roles, evaluates the performance of the Group on a regular basis and determines remunerations
of the Group’s senior management, underpinning the financial stability, strong credit and
comprehensive competitiveness of the Group. With a strong government background and
unparalleled strategic significance in relation to Jinan City’s rail transit development, the Group
has established close ties with the Jinan Municipal Government and other local government
entities and agencies and enjoys continuous and stable financial support from the Jinan
Municipal Government through capital injections, government subsidies, asset injections and
other preferential treatments since its establishment in 2013.

In 2013, the Group received a RMB300.0 million capital injection from the Jinan Municipal
Finance Bureau. In 2016, the Group received RMB3.0 billion capital funds from the Jinan
Municipal Finance Bureau to fund the major municipal construction projects undertaken by the
Group from 2014 to 2016 and RMB351.0 million from the Jinan Municipal Finance Bureau for
land grant fees. In the same year, the Jinan Municipal Treasury Payment Bureau allocated
RMB2.0 billion capital funds for rail transit construction projects undertaken by the Group. In
2017, the Jinan Municipal Finance Bureau refunded land grant fee of RMB141.0 million to the
Group. In the same year, the Group received RMB84.0 million special subsidies from the PRC
central government and the Shandong Provincial Government (collectively, the “central and
provincial governments”). In 2018, the Jinan Municipal Finance Bureau refunded land grant fee
of approximately RMB13.1 billion to the Group. In the same year, the Group received
RMB254.4 million special subsidies from the central and provincial governments. In 2019, the
Jinan Municipal Finance Bureau allocated RMB3.9 billion funds to the Group. In the same year,
the Jinan Municipal Government injected approximately RMB45.8 million of assets from the
former Jinan Engineering Quality and Safety Production Supervision Station Inspection Centre
(W5 e T AR B A i BB AR L) into the Group. The Group also received
RMB152.1 million special subsidies from the central and provincial governments. In 2020, the
Jinan Municipal Finance Bureau allocated RMB3.2 billion funds to the Group, and the Group
received RMB457.4 million special subsidies from the central and provincial governments. In
2021, the Group received RMBO0.5 billion special subsidies from the central and provincial
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governments and approximately RMB3.2 billion funds from the Jinan Municipal Finance Bureau.
The strong and continuous support from the local government allows the Group to undertake
capital-intensive and large-scaled projects, which is expected to strengthen the Group’'s
competitiveness and contribute to its further business growth and prospects.

The Jinan Municipal Government has named rail transit development as the “No.1 Project”
(— %% L#) among the city’s major development projects, and has implemented a number of
policies to coordinate the city’s resources to facilitate rail transit development. For example,
according to the Opinion on the Implementation of Facilitating Rail Transit Construction and
Development (Jizhengbanfa [2018] No. 26) (B - i s 8 52 40 g 5 B 9% 8 17 B il 2
VL) (W5 B HE95[2018]26%%)) issued by the Jinan Municipal Government in 2018, the government
reiterated the backbone role of rail transit in public transportation, planning to increase capital
injection and arrange funding for rail transit construction projects, delineating the zoning
designation for the rail transit revenue balance area, and formulating the administrative measures
for the development and utilisation of resources in the rail transit revenue balance area and other
related policies. According to the Notice on Further Standardising the Management of Municipal
Government Administered State-Owned Land Reserves and Fund Receipts and Expenditures
(CBAA HE— 25 B T A A T b i S & U S B B 48 AN ) issued by the Jinan Municipal
Finance Bureau and the Jinan Natural Resources and Planning Bureau in 2020, the Jinan
Municipal Land Reserve Centre planned to seek to develop land reserves, and a certain
percentage of land grant revenue generated from such land-related projects would be used as
special funds for major infrastructure construction projects such as rail transit construction in
Jinan City.

In addition, the recent development plans promulgated by the local government of Jinan
City have also brought significant business opportunities for the Group. According to the Jinan
City Development Strategic Plan (2020-2050) <( 7w i %% Ji2 i & 51 #1 (2020-2050%F) ) ) issued
by the Jinan Natural Resources and Planning Bureau, the government aimed to, through the
construction of national high-speed railway lines, intercity railways, urban light rails, urban rail
transit, metro lines and tramlines, build a massive transportation network spanning across
adjacent areas including the cities of Changging, Zhanggiu, Jiyang, Shanghe and Pingyin, with
Jinan City as the core centre and Laiwu City as the supporting centre. Along with the approval
of the Recent Plan on the Construction of Jinan’s Rail Transit (2015-2019) {( #5417 #4822 %8
T W E R #1(2015-2019))) by the NDRC in January 2015 endorsing the construction plans
with respect to Line 1, Line 2 (Phase |), Line 3 (Phase |) of the Jinan Metro, the approval of the
Plan on the Construction of Jinan's Rail Transit (Phase I1) (2020—2025) <( 7% &g 7 3k i #iL%8 3¢ 48
55 W HE REHT #1(2020-2025) ) ) by the NDRC in October 2020 endorsing the construction plans
with respect to Line 3 (Phase Il), Line 4 (Phase I), Line 6, Line 7 (Phase I), Line 8 (Phase |) and
Line 9 (Phase I) of the Jinan Metro and the announcement of the construction plan with respect
to the Xinjian District — Jinan District (Pilot District) Tramline Project (G % %P7 & (o417
&) A #FEH T#) by the Jinan Natural Resources and Planning Bureau, Jinan City has been
undergoing rapid development and actively implementing its urban rail transit planning during
recent years. As the sole rail transit constructor and operator in Jinan City and one of the
government-designated municipal platforms in Jinan City through which the Jinan Municipal
Government implements its blueprint for Jinan City’s rail transit development, the Group has
benefited from the rapid development of Jinan City's rail transit infrastructure and has
maintained a strong growth momentum.

Furthermore, a number of favourable national and regional initiatives and policies on rail
transit development have been recently published or introduced, further brightening the
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prospects of the Group’s core business. For example, President Xi Jinping stressed that urban
rail transit is the future of transportation in metropolitan areas. In 2018, the State Council issued
the Opinion on Further Strengthening Urban Rail Transit Planning and Construction Management
(Guobanfa [2018] No. 52) (<B4 — 5 i i Ik i i 28 A2 %8 B ) A 58 B 09 3 L) (12 2 %
[2018]52%%)), affirming that urban rail transit is an important part of modern urban
transportation system and is the backbone of urban public transportation system. In 2019, the
Central Committee of the Communist Party of China and the State Council jointly issued the
Outline of the Construction of a Strong Transportation Country (<7 #H 5 B & 540 5 )),
promoting the integration and development of mainline railroads, intercity railroads, urban
(suburban) railroads and urban rail transit. In the same year, NDRC issued the Guidance on
Fostering and Developing Modernised City Clusters (<BHA5s & 88 BACAL #0181 45 28
F.)), proposing to build modernised city clusters with rail transit and promote the “integration
of four networks” consisting of mainline railroads, intercity railroads, urban (suburban) railroads
and urban rail transit. In 2020, the People’s Government of Shandong Province issued the
Guiding Opinions on Accelerating the Integrated Development of the Provincial Capital
Economic Rim (<1 E A RBUM BRI E e 585 8 — B L 25 R 35 5 72 L)), affirming the
construction of the Jinan-centred high-speed rail network to develop an economic rim leveraging
on efficient and convenient high-speed railroads reaching all cities in the economic rim within
one hour, promoting the planning and construction of the rail transit network in Jinan City to
form an integrated rail transit system and facilitating the “integration of four networks”. In
addition, the 14th Five-Year Plan of Shandong Province (11 #& + /WA i#]) reiterates the
importance of building a high quality high-speed rail transit network and promoting the planning
and construction of urban rail transit in Jinan City and Qingdao City, aiming to make Jinan City
a national hub connecting Beijing, Tianjin, Hebei, and Xiongan New Area and a pioneer in
high-quality development and ecological protection in the Yellow River Basin. These favourable
initiatives and policies have supported and will continue to support the Group’s business growth.

Well-positioned in Jinan City with favourable development environment

The Group conducts its business primarily within Jinan City, the capital city and the
political, economic, cultural and financial centre of Shandong Province. Leveraging its strong
foothold in Jinan City, the Group has benefited from the distinct geographic advantages and
economic development potentials in Jinan City.

Jinan City has long been in a leading position among all cities in the economy of Shandong
Province. For the year ended 31 December 2021, according to the Shandong Provincial Bureau
of Statistics and the Jinan Municipal Bureau of Statistics, its GDP amounted to approximately
RMB1,143.2 billion, with a nominal year-on-year growth rate of 7.2 per cent., ranking first in
the Shandong Province. Furthermore, in the same years, the GDP per capita of Jinan City in
2021 were approximately RMB124.2 thousand, ranking third in Shandong Province.

In addition, having served the Jinan Municipal Government as a strategic platform for the
implementation of its city blueprint, the Group also aligns its business development and
strategies with several national and regional development plans implemented in Jinan City, such
as the Recent Plan on the Construction of Jinan’s Rail Transit (2015-2019) and the Recent Plan
on the Construction of Jinan’s Rail Transit (2020-2025). See “— Strong and continuous
governmental support” for further details.

The favourable environment in Jinan City has laid a solid foundation for the Group’s
further development.
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Leading position and unparalleled market share in Jinan City in the construction and
operation of rail transit

As the sole rail transit constructor and operator in Jinan City, the Group enjoys
unparalleled market share for its rail construction and operation business. The Group provides
specialised and technical services related to planning and design, investment and financing,
construction and operation and property development and management of rail transit lines in
Jinan City. As at 31 December 2021, the Group had six metro line projects, namely Line 1, Line
2 (Phase 1), Line 3 (Phase 1), Line 3 (Phase I1), Line 4 (Phase 1) and Line 6 of the Jinan Metro,
and one railway line project, namely the Jinan-Laiwu High-speed Railway, under construction
and/or trial operation with an aggregate length of 293.3 k.m. and an estimated total investment
of approximately RMB161.9 billion. All the metro lines in Jinan City are to be operated by the
Group upon completion. See “— Description of the Group’s Business — Rail Construction and
Operation — Rail Construction — Rail Transit Lines under Construction” for further details. The
Group’s expertise and experience in the rail transit industry and the civil engineering industry
has been well recognised in China. The Group has received numerous notable accolades,
including, among others, the 18th Tian-yow Jeme Civil Engineering Prize Award (55 +/\Jg H#
TR THEE KMHi8%), the top Chinese award in civil engineering by the China Civil Engineering
Society and the Beijing Tien-yow Jeme Civil Engineering, Science, and Technology
Development Foundation, awarded to the Group’s Metro Line 1 project in September 2021; and
the “Advanced Enterprise Administered at the Municipal Level in terms of Comprehensive
Assessment of Economic and Social Development for the Year” (4F &84l &3 AL & B
HETH B 3E) awarded by the Jinan Municipal Committee of the Chinese Communist Party and
the Jinan Municipal Government for three consecutive years from 2018 to 2020.

In addition, in light of the government’s placing strategic importance on rail transit
development, Jinan City’s rail transit projects have been highly valued and supported by the
government, which is expected to enable the Group to maintain sustainable growth. For example,
a portion of the Group’s funding for the construction of the Jinan rail transit system has
consisted of subsidies from the Jinan Municipal Government since 2014. Such subsidies include
annual special funds in form of capital funds the Group regularly receives for major municipal
construction projects undertaken by the Group. As at 31 December 2021, the Group had received
an aggregate amount of approximately RMB7,460.0 million government subsidies for the
construction of the Jinan rail transit system. The Jinan Municipal Government has also released
relevant policies to establish and delineate the zoning designation for the rail transit revenue
balance area where the revenue generated from land-related business are used as special funds
for the construction and development of rail transit in Jinan City. See “— Strong and continuous
governmental support” for further details. In addition, the construction plans with respect to
Line 3 (Phase I1), Line 4 (Phase I), Line 6, Line 7 (Phase I), Line 8 (Phase I) and Line 9 (Phase
I) of the Jinan Metro approved by NDRC and the construction plan with respect to the Xinjian
District — Jinan District (Pilot District) Tramline Project (¥ % b5 [ (Jo47 [®) A #1175 5§ TF2)
announced by the Jinan Natural Resources and Planning Bureau have presented significant
business opportunities for the Group, which is expected to allow the Group to continue to play
an important role in the implementation of the Jinan Municipal Government’s blueprint and to
achieve further business growth.

Diversified business lines with synergy

The Group believes that diversified business lines with synergy provide diverse sources of
revenue and generate stable revenue for the Group. The Group’s current business consists
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primarily of eight segments, namely rail construction and operation, resettlement housing
development, infrastructure construction, engineering and consulting, property management,
concrete and construction materials, electrical and machinery equipment and advertising. In
addition, the Group also conducts certain other businesses, including station rental services, car
parking and tube seat rental services. Although the financial contribution of certain of these
businesses is insignificant at the current stage, the Group believes that the diversification of its
business is not only conducive to lifting its strategic position in Jinan City, but also will allow it
to capture commercial opportunities throughout the various stages of the development of Jinan
City, minimise the risk arising from a single business segment, and achieve more stable financial
returns in the long run.

Diversified funding channels

The Group funds its business through various financing channels, including, among others,
bank loans, issuance of debt securities, financial leasing arrangements and special loans from the
government. Over the years, the Group has established and maintained good working
relationship with a number of reputable commercial banks and financial institutions in the PRC,
including China Construction Bank, China Development Bank, the Export-Import Bank of China,
Bank of Communications, Industrial and Commercial Bank of China, Bank of China,
Agricultural Bank of China, Postal Savings Bank of China, China Merchants Bank, China
Minsheng Bank, Ping An Bank, China CITIC Bank, Industrial Bank, Laishang Bank, Qilu Bank,
Bank of Tianjin, Bank of Beijing, CCB International, SPDB Financial Leasing, Bank of
Qingdao, China Pacific Insurance and BOCOMM Leasing, providing the Group with solid access
to funding. As at 31 December 2021, the Group had credit facilities of approximately RMB176.5
billion in aggregate, of which approximately RMB117.5 billion had yet to be utilised. The Group
also leverages its financial strengths and creditworthiness to access capital markets through
issuing debt securities in the PRC. As at 31 December 2021, the Group had issued an aggregate
amount of more than RMB24.0 billion bonds in China. The Group also receives funding from
the Jinan Municipal Government. As at 31 December 2021, the Group had approximately
RMB23.5 billion government special loans outstanding. As at 31 December 2021, the Group had
received approximately RMB8.4 billion of funds from land special bonds with book balance of
RMB5.2 billion. These bonds generally take three to seven years to mature. The Group manages
the duration of its indebtedness prudently to ensure its liquidity and sustainable funding. As at
31 December 2021, indebtedness due within one year (including short-term borrowings,
non-current liabilities due within one year and other current liabilities) represented 6.8 per cent.
of the Group’s total indebtedness. The Group believes that it has adequate funding sources to
support its continued business operation and expansion in the future.

Experienced management team and sound corporate gover nance

The Group’s directors and senior management have extensive experience and expertise in
business operation, human resources, capital operation and financial management in the
industries in which the Group operates. Further, the Group’s directors and senior management
are experienced in collaborating with various government authorities in strategically important
projects. A number of directors and senior managers of the Group have previously served as
senior executives of various state-owned enterprises and/or senior officials of government
authorities. Under the leadership of its management team, the Group believes that it will
continue to benefit from the experience of its management team and their valuable industry
knowledge to capture market opportunities, formulate sound business strategies, assess and
manage risks, and achieve sustainable development. For more information on the experience and
expertise of the Group’s directors and senior management, see “Directors, Supervisors and
Senior Management”.
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The Group has established a sound corporate governance structure, including an internal
management framework to oversee different aspects of the Group’s daily operation. As the sole
shareholder of the Guarantor, the Jinan SASAC participates in and closely monitors the Group’s
decision-making process for major projects, reviews the Group’s development strategy and
investment plans, and appoints and conducts annual performance review on the Group’s senior
management personnel and directors. The Group’s senior management and the Jinan SASAC
have regular in-depth discussions regarding major investment projects, and essential evaluation
procedures are conducted before investment decisions are made. For more information on the
Group’s internal management framework, see “— Internal Control”.

With experienced management team and sound corporate governance, the Group believes
that it is able to achieve efficient management.

RECENT DEVELOPMENT
Interim Results as at and for the Six Months Ended 30 June 2022

As at 30 June 2022, as compared to the financial information as at 31 December 2021, the
Group’s notes receivables decreased, primarily due to the decreased receivables from
commercial acceptance bill. The Group’s other receivable decreased, primarily due to the
decreased deposit due from Jinan Public Resources Trading Centre. The Group’s other current
assets decreased, primarily due to the decreased deductible amount of input VAT. The Group’s
other non-current assets decreased, primarily due to the decreased advance payment of land
requisition compensation and resettlement amount and project construction fund. The Group’s
advances from customers increased, primarily due to the inclusion of advance payment from
construction under this line item. The Group’s other payables increased, primarily due to the
increased current account within the Group. The Group’s long-term borrowings increased,
primarily due to the increased syndicated loans and bank loans. The Group’s bonds payable
increased, primarily due to onshore corporate bonds issued by the Group in April 2022. The
Group’s rental liabilities increased, primarily due to the increased financing leasing and
government special bonds.

For the six months ended 30 June 2022, as compared to the same period in the preceding
year, the Group experienced increases in operating costs, primarily due to the increased labor
and manufacturing costs and other costs. The Group experienced increases in taxes and
surcharges, primarily due to the increased property taxes. The Group experienced increases in
administrative expenses, primarily due to the increased administrative expenses, such as staff
compensation, depreciation and amortization expenses, intermediary service fees and office,
water, power and property management expenses, incurred during the operation of the Group’s
business. The Group experienced increases in R&D expenses, primarily due to the increased
salary for research and development personnel and increased costs for research and development
materials. The Group experienced increases in financial expenses, primarily due to the increased
interest expenses. The Group experienced decreases in asset disposal income, primarily due to
the decreased fixed asset disposal income. The Group experienced increases in non-operating
expenses, primarily due to the increased losses from obsolescence and damage of non-current
assets.
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Potential investors should note, in particular, that the Group’s financial information as at
and for the six months ended 30 June 2022 is derived from the Company’s management accounts
and has not been audited or reviewed by independent auditors. As such, the Group’s financial
information as at and for the six months ended 30 June 2022 has not been set out in detail in
this Offering Circular and does not form part of this Offering Circular and potential investors
should not rely on such financial information in their evaluation of the financial condition of the
Group and in making their investment decisions. The aforementioned financial information as at
and for the six months ended 30 June 2022 are not necessarily indicative of the results that may
be expected for the year ending 31 December 2022 or any period thereafter. Consequently,
potential investors must exercise caution when using such data to evaluate the Group’s financial
condition and results of operations. See “Risk Factors — Risks Relating to the Group’s Business
—The Company published and may continue to publish periodical financial information in the
PRC pursuant to applicable PRC regulatory rules. Investors should be cautious and not place
any reliance on any financial information other than that disclosed in this Offering Circular”.
None of the Managers, the Trustee or the Agents nor any of their respective directors, officers,
employees, representatives, agents, advisers, affiliates and any person who controls any of them
makes any representation or warranty, express or implied, regarding the accuracy of the Group’s
financial information as at and for the six months ended 30 June 2022 or the sufficiency of such
financial information for an assessment of the Group’'s financial condition and results of
operation.
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GROUP STRUCTURE

The following chart presents a simplified corporate structure of the Group as at 31
December 2021:

96.16%| Jinan Rail Transit Group Resource Development
Co., Ltd.
(P L A 0 A P VR B B AT R )

76.36% Jinan Rail Transit Group Construction and
Investment Co., Ltd.

(R L S0 A P R A PR )

100.00% Jinan Rail Transit Group Asset Management
Co., Ltd.
(P LA A0 A A A R )

State-owned Assets Supervision and
Administration Commission of Jinan
People’s Government
(7 TN BB B A R E
(“Jinan SASAC™)

100.00% Jinan Transportation Development and
Investment Co., Ltd.

(VRSB R EATIR A 7l

100.00%
100.00% 8 i si
Jinan Rail Transit Group Co., Ltd. Jinan Rail Trz}mnl Group Real Estate Co., Ltd.
(% P LA S A A A PR ) (P P LA S 5 O 3 B D)
(the Guarantor or the Company) Jinan Shuntong International Co. Limited
100.00% P T I A PR ]
(Hong Kong)
(the Issuer)
100.00% Jinan Rail Transit Group Operation Co., Ltd.
(P P LA S S A A R )
100.00%

Jinan Rail Transit Group No.1 Operation Co., Ltd.
(TP P LA S 5 — FE AT PR )

Shandong Rail Transit Engineering and
Consulting Co., Ltd.

100.00% (IO 33 TRk AT IR )
(previously known as Jinan Rail Transit
Engineering Consulting Co., Ltd.

(PR BE SO B TR FE b AT IR 7))

70.00% Shandong Rail Transit Survey and Design
Institute Co., Ltd.
(U SR S B EEa e A7 R D)

60.00% Shandong Yingtong Development Co., Ltd.

UL A % Jre AT B )

100.00% Shandong Rail Transit Research Institute
Co., Ltd.
(UL AU ST 78 B AT FR 2 7

23.75%|  Jinan Heavy Industries Group Co., Ltd. 76.25%
(i o TR A B W)

A
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HISTORY AND DEVELOPMENT

In 2008, the Company’s predecessor, the Leading Group Office for the Planning and
Construction of Jinan Rail Transit System (7% 55 7 #L48 22 78 A 81 8 58 TAESE S/ N HEA =) was
established by the Jinan Municipal Government. Based on such set up, the Company was
established by the Jinan Municipal Government with the Jinan Municipal Finance Bureau (i
B4 J5)) as the sole shareholder. As at the date of this Offering Circular, the Company has a
registered capital of RMB15.0 billion and is wholly owned by the Jinan SASAC. The following
table sets out selected milestone events in the history of the Company:

Year Milestone Event

2008 . ... The Leading Group Office for the Planning and Construction of
Jinan Rail Transit System was established by the Jinan
Municipal Government to undertake the preliminary work for
the construction of Jinan rail transit system. Since its
establishment, the Leading Group Office for the Planning and
Construction of Jinan Rail Transit System had been focusing on
the planning of the Jinan rail transit system and had developed
relevant plans such as the Plan on the Jinan Urban Rail Transit
Network (<35 i 8 i il 20 m SR A K1) ), the Regulatory
Plan on the Site Area of the Jinan Urban Rail Transit
(O T T LA S b R PERE AR ) and the Plan
on the Construction of the Jinan Urban Rail Transit

(P P T S T LA S R R AL ) ).

2013 ... Based on the set up of the Leading Group Office for the
Planning and Construction of Jinan Rail Transit System, the
Company was established by the Jinan Municipal Government
with the Jinan Municipal Finance Bureau as the sole
shareholder.

Jinan Municipal Finance Bureau injected RMB100.0 million of
cash into the Company as capital. The registration of such
change of registered capital was completed in March 2018.

2017 ... The Jinan SASAC became the sole shareholder of the
Company.

The Company’s registered capital was increased to RMB5.3
billion as a result of the conversion of its capital reserve to
registered capital.

2018 ... The Company’s registered capital was increased to RMB9.5
million as a result of the conversion of its capital reserve to
registered capital.

2020 ... The Company’s registered capital was increased to RMB15.0
billion as a result of the conversion of its capital reserve to
registered capital.

- 107 —



In accordance with the Notice Regarding the Plan on Reform
and Reorganisation of State-owned Enterprises at Municipal
Level (Jitingzi [2021] No.9) (7 J& Bl A 4> 3 W 5 40 7 2y 4
(775 5 - [2021] 9%%)) published by the General Office of the
Jinan Committee of the Communist Party of China and the
Jinan Municipal Government, Jinan SASAC decided to transfer
100 per cent. equity interest in Jinan Huanghe Lugiao
Construction Group Co., Ltd. (3% 5 B A& @ 5L E A R A
A) and 100 per cent. equity interest in Laiwu Traffic
Development Group Co., Ltd. (3 %32 48 %% JE 4 [ A fR /A F) to
the Company.

AWARDS AND RECOGNITIONS

The Group received various awards and recognitions form various organisations listed

as follows:

Year Awar ds/Recognitions Event/Organiser/Media

2018 . ... “Advanced Enterprise Administered at the Jinan Municipal Committee of
Municipal Level in terms  of the Chinese Communist Party
Comprehensive Assessment of Economic and the Jinan Municipal
and Social Development for the Year” Government
(FF RE RGP AL & B IR AR 5 B A i A8 4
%)

2019 .... “Advanced Enterprise Administered at the Jinan Municipal Committee of
Municipal Level in terms  of the Chinese Communist Party
Comprehensive Assessment of Economic and the Jinan Municipal
and Social Development for the Year” Government
(FF BRI gt AR B B E T B
)

2020 . ... *“Advanced Enterprise Administered at the Jinan Municipal Committee of
Municipal Level in terms  of the Chinese Communist Party
Comprehensive Assessment of Economic and the Jinan Municipal
and Social Development for the Year” Government
(FFEEFL G RRAGERIETE R
=)

2021 .... Line 1 project was awarded the “18th China Civil Engineering Society

Tian-yow Jeme Civil Engineering Prize
Award” (55t /\JE ] R TR E KA

)
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RELATIONSHIP WITH THE JINAN SASAC AND THE JINAN MUNICIPAL
GOVERNMENT

The Guarantor is wholly and directly owned by the Jinan SASAC, which is a government
organ of the Jinan Municipal Government. As a key state-owned entity for the construction and
operation of rail transit system in Jinan City, the Group has extensive connections with other
entities directly or indirectly controlled by the Jinan Municipal Government. The Group has
been commissioned by the Jinan Municipal Government and other local government entities and
agencies to participate in the investment, construction and operation of the Jinan rail transit
system and the integrated development of resources along the rail transit lines it operates. The
Group has also received various asset and capital injections, subsidies, grants and tax incentives
from the Jinan SASAC, the Jinan Municipal Government and other local government entities. As
the sole shareholder of the Guarantor, the Jinan SASAC also appoints the senior management
personnel and a majority of the board of directors of the Guarantor and supervises the
performance of the Group and the Guarantor’s board of directors and senior management
personnel in such capacity through various means.

Notwithstanding the Group’s extensive relationships with the Jinan Municipal Government
and other entities controlled by it, the various social and community functions performed by the
Group and the financial support received by the Group, the Group is not part of any government.
It is operationally and financially separated from the Jinan SASAC and the Jinan Municipal
Government. Its functions and departments are separated from those of the government and do
not share any premises with the Jinan SASAC and the Jinan Municipal Government. The
directors and the senior management of the Guarantor are not government officers. The
Guarantor has its own budget and financial reporting system, and its assets and liabilities are
separated from those of the Jinan SASAC and the Jinan Municipal Government. The Jinan
SASAC, as the sole shareholder of the Guarantor, is only responsible for the liability of the
Group up to the limit of its equity contributions to the Guarantor. Neither the Jinan SASAC, the
Jinan Municipal Government nor any other PRC governmental entity has any payment or other
obligations under the Bonds, the Deed of Guarantee or the Trust Deed, and they will not provide
guarantee of any kind for the Bonds. The Bondholders do not have any recourse against the
Jinan SASAC, the Jinan Municipal Government or any other PRC governmental entities in
respect of any obligation arising out of or in connection with the Bonds, the Deed of Guarantee
or the Trust Deed. The Bonds are solely to be repaid by the Issuer and the Guarantor, and the
obligations of the Issuer and the Guarantor under the Bonds, the Deed of Guarantee and the
Trust Deed shall solely be fulfilled by the Issuer and the Guarantor as independent legal persons.
Investments in the Bonds are on the credit risk of the Issuer and the Guarantor, rather than that
of the Jinan SASAC, the Jinan Municipal Government or any other PRC governmental entity. In
the event that the Issuer or the Guarantor does not fulfil its obligations under the Bonds or the
Deed of Guarantee, investors will only be able to claim as an unsecured creditor against the
Issuer, the Guarantor and their assets, and not any other person, including the Jinan SASAC, the
Jinan Municipal Government nor any other PRC governmental entity.
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This position has been reinforced by Circular 23, Circular 706 and Circular 666. However,
neither of these Circulars prohibits the PRC Government from providing support (in various
forms including capital injection and subsidies, but excluding injecting any kinds of public
assets and land reserves as the Group’s assets) to the Group in its ordinary course of business in
compliance with PRC laws and regulations. The detailed description of the relationships between
the Issuer, the Guarantor and the Jinan SASAC, the Jinan Municipal Government in this
Offering Circular does not imply in any way any explicit or implicit credit support of the Jinan
SASAC or the Jinan Municipal Government in respect of the Bonds, the repayment of which
remains the sole responsibility of the Issuer and the Guarantor. See also the risk factors entitled
“Jinan SASAC and the Jinan Municipal Government can exert significant influence over the
Group, and may not act in the best interests of the Group.” and “A reduction or discontinuance
of government support could materially and adversely affect the Group’s business, financial
condition, results of operations and prospects.” in the section entitled “Risk Factors — Risks
Relating to the Group and its Business”.

DESCRIPTION OF THE GROUP’'S BUSINESS
Overview

The Group is a key state-owned entity for the construction and operation of rail transit
system in Jinan City. The Group’s business segments include (i) rail construction and operating
business, (ii) resettlement housing development business, (iii) infrastructure construction
business, (iv) engineering and consulting business, (v) property management business, (Vi)
concrete and construction materials business, (vii) electrical and machinery equipment business,
(viii) advertising business and (ix) other business.
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The following table sets forth a breakdown of the total operating income from each
business segment of the Group for the periods indicated:

For the year ended 31 December

2019 2020 2021
Amount Amount Amount
(RMB in per cent. of (RMBin per cent. of (RMBin per cent. of
millions) total millions) total millions) total
Rail construction and
operation ........ - - - - - -
Resettlement housing
development . . . ... - - - - - -
Infrastructure
construction ... ... - - - - - -
Engineering and
consulting ....... 18.6 3.5 43.6 2.7 66.6 2.6
Property
management . .. ... - - - - 27.8 1.1
Concrete and
Construction
Materials ........ 497.2 93.4 735.8 45.9 613.3 24.2
Electrical and
machinery
equipment ....... - - 790.4 49.3 1,780.5 70.1
Advertising ........ 9.8 1.8 14.3 0.9 25.2 1.0
Other business ... ... 6.6 1.2 20.8 1.3 26.5 1.0
Total ............. 532.2 100.0 1,604.8 100.0 2,539.9 100.0

For the years ended 31 December 2019, 2020 and 2021, the total operating income from the
Group’s business operation was RMB532.2 million, RMB1,604.8 million and RMB2,539.9
million, respectively. As at 31 December 2019, 2020 and 2021, the total asset of the Group was
RMB74.9 billion, RMB108.4 billion and RMB152.8 bhillion, respectively.
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Rail Construction and Operation
Overview

The Group’s rail transit construction and operation business primarily includes rail
construction and its operation upon completion as well as the development of resources along
the rail transit lines. The Group conducts its rail construction and operation business primarily
through its subsidiaries, including Jinan Rail Transit Group Construction and Investment Co.,
Ltd. (7% Rg#LaE 50 SE @ s i G A BR/A A]), Jinan Transit Development and Investment Co.,
Ltd. (3% rG 3¢ 48 38 R 5 & A PR /A 7)), Jinan Rail Transit Group Resource Development Co., Ltd.
(75 T L7 A0 9 42 [ & R B 98 A R A 7)) and Jinan Rail Transit Group No.1 Operation Co., Ltd.
(77 P L2 20 W S [ 2 — A5 RN W), The operating revenue generated from the Group’s rail
transit construction and operation business are mainly through tickets selling for the rail transit
lines, other activities related to the operation of rail transit lines and government subsidies. Due
to the long-term and capital-intensive nature of the Group’s rail transit construction and
operation business and the revenue recognition methods adopted by the Group, no operating
income was recognised under the Group’s rail construction and operation business for the years
ended 31 December 2019, 2020 and 2021.

Rail Construction

The Group undertakes the financing, investment and construction of Jinan rail transit
system in Jinan City as well as railways in Shandong Province pursuant to the rail transit
development plans implemented by the Jinan Municipal Government. As at 31 December 2021,
the Group had six metro line projects, namely Line 1, Line 2 (Phase ), Line 3 (Phase I), Line 3
(Phase I1), Line 4 (Phase I) and Line 6 of the Jinan Metro, and one railway line project, namely
the Jinan-Laiwu High-speed Railway, under construction and/or trial operation with an aggregate
length of 293.3 k.m. and an estimated total investment of approximately RMB161.9 billion. All
the metro lines in Jinan City are to be operated by the Group upon completion.

The Group finances its rail construction business primarily with operating income derived
from its resources development business. See also “— Resources Development” for more details.
The Group also raises funds through bank loans and debt financing. In addition, a portion of the
Group’s funding for the construction of the Jinan rail transit system consists of subsidies from
the Jinan Municipal Government. As at 31 December 2021, the Group had received an aggregate
amount of approximately RMB7,460.0 million special funds for the construction of Jinan rail
transit system.

The Group generally outsources the construction work to third-party contractors. The Group
is generally responsible for the financing of the construction of the metro and railway lines and
monitors the construction progress of the metro and railway lines by third-party contractors.
Such contractors may engage subcontractors for specific processes and manages the construction
progress and the subcontractors to ensure the completion of the construction project in a timely
and efficient manner as well as according to pre-agreed price and scope of work as set out in the
outsourcing contracts with the Group.

Rail Transit Lines under Construction

As at 31 December 2021, the Group had six metro line projects and one railway line
project under construction and/or under trial operation with an aggregate length of 293.3 k.m.
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and an estimated total investment of approximately RMB161.9 billion. The particulars of the
projects under construction are set forth as below:

Estimated total

Project Length investment® Invested amount
(k.m.) (RMB in millions)

Linel (1%E49)@ ... .. ... ..., 26.1 12,525 11,966

Line 2 (Phase 1)

UEH—ITE)® 36.4 28,987 19,717
Line 3 (Phase 1)

(BEHE—W TR . 21.6 14,295 14,100
Line 3 (Phase II)

BIRAR TR ... 12.9 7,984 1,030
Line 4 (Phase I)

(SR8 —WI TR ... 40.2 39,864 1,255
Line6 (B9EAR) .................. 40.1 40,554 793
Jinan-Laiwu High-speed Railway

(8 .. 116.0 17,669 11,756
Total ... 293.3 161,878 60,617
Notes:

(1) Represents the estimated total cost to be incurred for the project. The actual cost incurred upon completion
may differ from the estimation.

(2)  Under trial operation since April 2019 and will be put into operation upon trial operation and acceptance
by the Jinan Municipal Government.

(3)  Under trial operation since March 2021 and will be put into operation upon trial operation and acceptance
by the Jinan Municipal Government.

(4)  Under trial operation since December 2019 and will be put into operation upon trial operation and
acceptance by the Jinan Municipal Government.

« Line 1 (1#8#): Line 1, with a total investment of approximately RMB12.5 billion and
a total length of approximately 26.1 k.m., among which the total lengths for the
elevated section, the transition section and the underground section are approximately
16.2 k.m., 0.2 k.m. and 9.7 k.m., respectively, is the northwest express line of Jinan
City, connecting to landmarks such as the Jiananxi Railway Station and Jinan
Intangible Cultural Heritage Expo Park. Line 1 has eleven stations, seven of which are
elevated stations and four of which are underground stations, starting from
Gongyanyuan Station and ending at Fangte Station, one control centre as well as one
Model Village Vehicle Passing Base (#iffHiffi#17 5 H). Line 1 commenced
construction in July 2015 and was put into trial operation in April 2019.

+ Line 2 (Phase ) (2## —# T.#): Line 2 (Phase 1), with a total investment of
approximately RMB29.0 billion and a total length of approximately 36.4 k.m., has 19
stations, starts from Wangfuzhuang Station and ends at Pengjiazhuang Station. Line 2
(Phase 1) commenced construction in November 2016 and was put into trial operation
in March 2021.
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e Line 3 (Phase 1) (3%i4 M T.#): Line 3 (Phase 1), with a total investment of
approximately 14.3 billion and a total length of approximately 21.6 k.m., has 13
stations, starting from Longdong Station and ending at Tantou Station, two reserve
stations and one vehicle station in the middle section with a site area of approximately
330,000.0 sg.m. and one parking lot in the south section with a site area of
approximately 80,000.0 sg.m. Line 3 (Phase |) commenced construction in June 2016
and was put into trial operation in December 2019.

« Line 3 (Phase Il) (3%E# — M L #£): Line 3 (Phase Il), with a total investment of
approximately RMB8.0 billion and a total length of approximately 12.9 k.m., has six
stations with an average distance of approximately 2.15 k.m., starts from Tantou
Station and ends at Jinan Yaoqgiang International Airport Station. Line 3 (Phase II)
commenced construction in 2020 and is expected to be put into operation in December
2023.

« Line 4 (Phase |) (494 —H1T#): Line 4 (Phase 1), with a total investment of
approximately RMB39.9 billion and a total length of approximately 40.2 k.m., has 33
stations, starts from Xiaogaozhuang Station and ends at Pengjiazhuang Station. Line 4
(Phase 1) commenced construction in January 2021 and is expected to be fully
operated in July 2027.

« Line 6 (69£4K): Line 6, with a total investment of approximately RMB40.6 billion and
a total length of approximately 40.1 k.m., has 33 stations, starts from Lizhuang
Station and ends at Liangwangdong Station. Line 6 commenced construction in
September 2021. Construction is expected to be completed in July 2028.

. Jinan-Laiwu High-speed Railway (7% 5 #£): Jinan-Laiwu High-speed Railway, with a
total investment of approximately RMB17.7 billion, a total length of approximately
116.0 k.m. and a designed speed of approximately 350.0 k.m./hour, locates at the
centre of Shandong Province. Jinan-Laiwu High-speed Railway has six stations, starts
from Jinandong Railway Station and ends at Gangchengdong Railway Station.
Jinan-Laiwu High-speed Railway commenced construction in 2019 and is expected to
be put into operation by the end of 2022.

Rail Transit Lines under Planning

As at 31 December 2021, the Group had three metro line project under planning with an
aggregate length of approximately 67.2 k.m. and an estimated total investment of approximately
RMB48.6 billion and one tram line project with a total length of approximately 44.8 k.m. and an
estimated total investment of approximately RMB9.0 billion. The particulars of the project under
planning are set forth as below:

Expected date of Estimated total
Project commencement Planned length investment®
(k.m.) (RMB in billions)

Jinan Rail Transit Line 8 (Phase I)

(PR E S8R — I TAE) ... 2022 22.4 14.1
Jinan Urban Rail Transit Line 7

(Phase 1) (7% R 30 7 8148 2848 7558 4%

—WATR) L 2022 30.0 24.0
Jinan Urban Rail Transit Line 9

(Phase 1) (775 R 3 1 8L 28 40 9%k 4%

—WITAR) 2022 14.8 10.5
Xinjian District-Jinan District (Pilot

District) Tramline Project (#i & %

T80 [ (ST R A LR TR 2022 44.8 9.0
Total ......... .. .. ... 112.0 57.6
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Note:

(1)  Xinjian District-Jinan District (Pilot District) Tramline Project (i 5[} e (JotT 1) A 1 F 3 T ),
equipped with one vehicle station, one parking lot and one control centre, comprises of main lines, which
starts from Jinandong Railway Station and ends at Jiyang North Station, and branch lines, which starts
from Dagiao Station and connects to the main lines at Cuizhai. The planned construction period is 17
months, approximately RMB204 million has been invested in earlier stage.

Rail Operation

The Group will operate the Jinan Metro once the metro lines are put into operation. The
Group is currently at the stage of researching and determining the appropriate range of ticket
fares. Due to the public services nature of the Jinan rail transit system, the Jinan Municipal
Government strictly controls the ticket fares.

Resources Development

The resources development business of the Group includes the integrated development of
the resources along the rail transit lines, particularly land development. The Group will also
explore new business opportunities, such as advertisements on metros, communication services,
commerce and development of property and other resources, once the metro lines are put into
operation.

The operating income derived from land development is primarily used for the Group’s rail
construction business. See also “— Rail Construction” for more details. The Group’s land
development includes land acquisition, demolition, relocation and resettlement of residents, land
levelling and the construction of supporting facilities.

The Group conducts land development under two models:

. Model 1: The Group generally carries out land development work, such as demolition
and levelling of the land along the rail transit lines, in accordance with the plans
regarding land acquisition, reserve and disposal which have been approved by the
Jinan Municipal Government. Upon the completion of the land development work, the
Group will transfer the developed land to the Land Reserve Centre of the Jinan
Municipal Land and Resources Bureau (¥ /i i1 B + % I J5) for transfer through public
tenders, auctions or listings-for-sale. The land transfer fees, after deducting taxes and
other costs, will be paid to the Group as cash inflow from its land development work,
which will then be used for the construction and operation of Jinan rail transit system.

. Model 2: The Group also conducts land development through a tripartite cooperation
model, under which the local government, the Group and the investor will sign a land
development cooperation agreement. Under the agreement, the Jinan Municipal
Government is responsible for the mapping and survey and preliminary approval of
the land development work, the investor finances the land development work while the
Group is responsible for the construction of supporting facilities as well as carrying
out land acquisition, demolition, resettlement and relocation of residents thereby
transforming the land into a condition ready for secondary real property development.
Upon the completion of the land development work, the Group will transfer the
developed land to the Land Reserve Centre of the Jinan Municipal Land and
Resources Bureau for transfer through public tenders, auctions or listings-for-sale. The
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land transfer fees, after deducting the investor’s agreed investment return, taxes and
other costs, will be paid to the Group as cash inflow from its land development work,
which will then be used for the construction and operation of Jinan rail transit system.

Project Description

The Group undertakes the land development of several land subdivisions, including
Zhangma Subdivision (5% Fl&), Huashan North Subdivision (it &), Xindongzhan
Subdivision (Hr#ub A &) and Wangfu Subdivision (FJff F [i), aggregating a total area of
approximately 35.2 sg.km. For the year ended 2019, the Group completed the transfer of five
lots of land in Zhangma Subdivision Phase | and Il (a total area of approximately 210,740
sg.m.), generating a total revenue of RMB3.3 billion, and the Group was entitled to a total
return amount of RMB3.0 billion, in which, after deducting all taxes and costs, the remaining
RMB462 million were recognised by the Group as capital reserve. For the year ended 2021, the
Group completed the transfer of 14 lots of land (a total area of approximately 450,727 sg.m.)
and the Group was entitled to a total return amount of approximately RMB5.5 billion. As at 31
December 2021, the Group planned to transfer land subdivisions with a total area of
approximately 1.4 sq.km., 1.3 sq.km., 1.2 sgq.km., 0.9 sq.km. and 1.4 sg.km, respectively, for the
years from 2022 to 2026. The particulars of the land subdivisions developed by the Group as at
or for the year ended 31 December 2021 are set forth as below:

Estimated
Year of Expected year Transferable total Invested
Project commencement of completion Site area area investment® amount
(s9.km.) (sq.km.) (RMB in (RMB in
millions) millions)
Zhangma Subdivision
(RERE) ..., 2019 2028 4.3 2.3 11,541 1,477
Huashan North
Subdivision
GELdhE) . 2019 2024 4.5 16 17,800 7,457
Xindongzhan
Subdivision
C N R 2019 2030 21.3 3.2 60,800 13,443
Wangfu Subdivision
(BRI ..., 2019 2025 5.0 0.7 8,900 1,892
Total ............ 35.2 7.8 99,041 24,269
Note:

(1) Represents the estimated total cost to be incurred for the project. The actual cost incurred upon completion
may differ from the estimation.

The Group has also participated in the investment of an ongoing land development project
on behalf of the Jinan Municipal Government, namely Jinan-Qingdao High-speed Railway
Licheng District Land Requisition and Demolition Project (75 i 88 58 ik [ AiF i 7 B IE H ),
where the Group is only responsible for funding the project and does not involve in the specific
land demolition work. As at 31 December 2021, the Group has allocated RMB2.4 billion of
project demolition and compensation funds and RMB1.1 billion of project construction funds.
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Resettlement Housing Development
Overview

The Group has undertaken a number of resettlement housing development projects in Jinan
City primarily through the Company and its subsidiary, Jinan Rail Transit Group Resource
Development Co., Ltd. As at 31 December 2021, the Group had nine resettlement housing
projects under development with an estimated total investment of approximately RMB22.9
billion and a total planned GFA of approximately 2,962.6 thousand sqg.m. Due to the long-term
and capital-intensive nature of the Group’s resettlement housing development business and the
revenue recognition methods adopted by the Group, no operating income was recognised under
the Group’s resettlement housing development business for the years ended 31 December 2019,
2020 and 2021.

Business M odel

The Group generally carries out the construction work in accordance with a project
buy-back agreement with the relevant local competent authorities, such as Jinan Housing
Security and Housing Administration Bureau (Jinan Urban Renovation Bureau) (¥ i /5 14 &
A7 B (3% 9 T 8T 858 /<)) and the Jinan Municipal Finance Bureau. The Group is
responsible for financing, constructing and delivering projects to the relevant competent
authorities within an agreed timetable in accordance with prescribed specifications. Upon
completion, inspection and acceptance of the resettlement housing development project, the
Group will transfer the entire project to the relevant competent authorities. In return, the local
government or its relevant competent authorities will pay the Group a sum amount of the project
cost incurred plus a premium at a pre-fixed rate. Such amount will be paid to the Group in
instalments over a specified period of time, normally being 25 years.

The Group generally follows the following steps to develop its resettlement housing
projects:

. Single source procurement: The Group is generally selected by the local government
for the undertaking of the resettlement housing development project under the single
source procurement method.

. Construction: The Group generally outsources its project construction work to
independent construction companies, which are normally selected through a statutory
tender process. When selecting contractors, the Group considers construction
contractors' reputation, track records in similar projects, creditworthiness, technical
capabilities, proposed construction blueprint and price.

. Repurchase obligation: The local competent authority undertakes to repurchase the
completed resettlement housing project within agreed period after the completion,

inspection and acceptance of such projects.

. Fees: The Group is entitled to the consideration paid by the local competent authority
pursuant to the project buy-back agreement of the resettlement housing project.
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In addition, certain resettlement housing projects developed by the Group are funded by
special loans for redevelopment of shantytown areas, where costs of such projects will be paid
with proceeds from land transfer.

Project Description

As at 31 December 2021, the Group had nine resettlement housing projects under
development with an estimated total investment of approximately RMB22.9 billion and a total
planned GFA of approximately 2,962.6 thousand sg.m. The particulars of the projects under
development are set forth as below:

Year of Expected year Estimated total
Project commencement of completion Total GFA investment®  Invested amount
(thousand sg.m.) (RMB in millions)

Daxiao Fanan Resettlement

Area (K/DEI%ER)D . 2015 2017 107.7 656 878
Xindong Resettlement Area Il

ARG ZE=R)D . 2016 2018 677.8 3,071 3,325
Xindong Station Resettlement

Areal (% E—E)@ | 2017 2020 4473 2,976 3,108
Huashan Beian Resettlement

Areall (FE L% E 1)@ | 2020 2023 467.1 2,656 933
Huashan Beian Resettlement

Areal (EILZE—R) . .. 2018 2020 414.8 3,300 1,638
Xindong Station Resettlement

Area |l (Bt % & W)@ | 2018 2021 235.6 3,971 3,211
Xindong Station Resettlement

ArealV (Fi R L EE) . 2018 2022 246.5 3,981 2,156
Xindong Station Resettlement

Area |Il (Phase I) (37 %

EEECH) o 2020 2022 254.8 1,721 264
Wangfu Shuitun Resettlement

Housing (LK% ERE) . 2020 2022 111.0 599 522
Total ................ 2,962.6 2,931 16,035
Notes:

(1) Represents the estimated total cost to be incurred for the project. The actual cost incurred upon completion
may differ from the estimation.

(2)  Construction completed, pending inspection and acceptance by the relevant local competent authorities.
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Infrastructure Construction
Overview

The Group’s infrastructure construction business includes the investment, construction and
operation of municipal infrastructures, including urban infrastructure, municipal roads and
transport facilities, in Jinan City according to the municipal infrastructure construction plans and
investment budget promulgated by the Jinan Municipal Government. The Group conducts its
infrastructure construction business primarily through its subsidiary, Jinan Rail Transit Group
Construction and Investment Co., Ltd. The Group hold various professional qualifications for its
infrastructure construction business, including the Municipal Engineering Planning Qualification
(B A2 AL #) & 5), the Municipal Engineering Design Qualification (1B T.H#2#%#H&E) and
the Municipal Engineering Construction Qualification (T B T2t T.&’H). As at 31 December
2021, the Group had seven infrastructure construction projects under construction with an
estimated total investment of approximately RMB19.7 billion.

Due to the long-term and capital-intensive nature of the Group’s infrastructure construction
business and the revenue recognition methods adopted by the Group, no operating income was
recognised under the Group’s infrastructure construction business for the years ended 31
December 2019, 2020 and 2021.

Business M odel

The Group’s infrastructure construction projects are constructed under the direct operation
model. Under such business model, the Group finances, develops and manages its own
infrastructure construction projects. The source of funds for the project mainly comprises of
bank loans, debt financing and government subsidies. Upon completion, the Group will generate
operating income through operating the infrastructures and facilities it develops, such as leasing
out retail spaces and advertising space.
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Project Description

As at 31 December 2021, the Group had seven infrastructure construction projects under
construction with an estimated total investment of approximately RMB19.7 billion, among which
approximately RMB10.0 billion had been incurred. The particulars of the projects under
construction are set forth as below:

Estimated
Year of Expected year total I nvested
Proj ect commencement  of completion investment amount

(RMB in millions)

Jinandong Railway Station
Integrated Transport Hub
Project (5 rd T & vl 5 6 3¢
WA T

CBD Municipal Facilities
Project (CBD T E{ i & T.12)

Xindong Station Phase 11
Municipal Road Construction
OB SRl — 3T BUE B ER) L

Longji River and Lttile Hanyu
Gully River Regulation and
Landscape Upgrading Project
(BE T I B /) P 9 ] 78 BE 0
A& K5 N ) D

Jinan Shanghe General Airport
Construction Project (i i
ARG R LR)®

Fancun Vehicle Base Rental
Housing (i B & 1 FH 5
BB o

Pengjiazhuang Station Land
Parcel Rental Housing
(ZFAE A EERE) .. ..

Total ......... .. .. .. .. ....

Notes:

2016

2018

2018

2018

2020

2020

2020

2023

2022

2023

2023

2021

2023

2023

9,763

3,283

2,134

698

578

2,297

984

6,583

1,168

544

63

324

986

308

19,737

9,976

€

2

©)

Represents the estimated total cost to be incurred for the project. The actual cost incurred upon completion
may differ from the estimation.

Under trial operation since end of 2018 and will be put into operation upon trial operation and acceptance
by the Jinan Municipal Government.

Construction completed in October 2021 pending final audit and settlement of the total cost.

Jinandong Railway Station Integrated Transport Hub Project (77 1T & vk 47 &4 35 #8
fiid 4 T. 7). The Jinandong Railway Station Integrated Transport Hub, with a total GFA
of 247,704 sg.m. and a total investment of RMB9.8 billion, is one of the three main
railway stations among the Jinan railway hubs and one ancillary project of Jinan
Railway Station (High-speed Railway Station) (7% Fd 3 % o (=18 %4)), which involves
the construction of long-distance bus stations, bus/BRT stations, taxi storage and
dispatch areas, community parking garages, supporting roads and long-distance car
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storage and bus maintenance bases. Among the above, the South Square Ancillary Rail
Facilities has a total GFA of 120,163 sg.m. The North Square Ancillary Rail Facilities
has a total GFA of 94,030 sqg.m. The Taxi Parking Lot has a total GFA of 15,972 sgq.m.
The Long-distance Parking Lot and the Bus Maintenance Base have a total GFA of
17,539 sg.m. The Entrance and Exit Roads, equipped with one 1.7-k.m. dive-under
bridge, has a total length of 40.1 k.m.

«  CBD Municipal Facilities Project (CBD 7 Z{ il £ T.##). The CBD Municipal Facilities
Project, with a total site area of 861,100 sg.m. and a total GFA of 179,700 sg.m.,
among which the total underground floor area is 170,700 sq.m. and the total
above-ground floor area is 9,000 sg.m., involves the construction of six underground
space, including Xinjian Lixia Square Underground Space (G JEE N &5 b~ 22 [H]),
Silk Ribbon Park Underground Space (#75 /s [E M T 22 [#]), South Industrial Road
Underground Space (2454 #% H %2 [H]), Huayang Road Underground Space (FE[% #%
MR 72 ), Huayang Road — Silk Ribbon Park (R -4 /8 fE b F 22 [#]) and Silk
Ribbon Park — Ligeng Road Underground Space (#8775 Bl — 148 s T 22 ), and
two interconnecting channels, such as Lixia Square — Silk Ribbon Park
Interconnecting Channel (J& & #&¥; — 4R /0 [ E 8 ).

Engineering and Consulting
Overview

The Group provides technical services related to survey and design, consultation and
research, testing and inspection and engineering management to rail transit lines in Jinan City
and is primarily involved in the design and planning of the Jinan Metro. As at 31 December
2021, the Group had served various phases of the three key metro lines of the Jinan Metro,
namely Line 1, Line 2 and Line 3, and had also provided site design services for Line 4 of the
Xuzhou Metro and Line 15 of the Qingdao Metro.

The Group, through its subsidiaries, Shandong Rail Transit Survey and Design Institute
Co., Ltd. (1lsR#fE 2 M EEatsT b A /A7) and Shandong Rail Transit Engineering and
Consulting Co., Ltd. (LLIH#ECHE TG A), derives operating income primarily
from engineering design and engineering survey services, which includes commission fees as a
joint designer or joint surveyor. For the years ended 31 December 2019, 2020 and 2021,
operating income generated from the Group’s engineering and consulting business was RMB18.6
million, RMB43.6 million and RMB66.6 million respectively, representing 3.5 per cent., 2.7 per
cent. and 2.6 per cent., respectively, of the Group’s total operating income for the same periods.

Engineering Design

In a typical rail transit project undertaken by the Group, engineering design generally
involves three sides, namely the project owner, the general contractor and the lead designer(s),
where the Company as the project owner would appoint an experienced engineering consulting
enterprise as the general contractor for the overall management and planning of the project. The
lead designer is generally responsible for carrying out the engineering design work in
accordance with the design principles and requirements set out by the general contractor. The
lead designer may cooperate with other engineering consulting enterprises or subcontract part of
its work. Through its subsidiary, the Group generally serves as a joint designer.
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The following diagram shows the relationship among the Company, the general contractor
and the lead designer and the Company’s subsidiary:

The Company N
(Project Owner)

General Contractor

Instruct, supervise Set design principles
and inspect and requirements

4

Lead Designer(s)

Subcontract/cooperate

4

Subsidiary
(Joint Designer)

Pursuant to the cooperative design contracts entered into between the subsidiary and the
lead designers, the Group in its capacity as a joint designer is entitled to certain percentage of
the net commission fees (after deducting costs and expenses) for the engineering design whereas
the lead designer is entitled to the remaining. Such fees will be paid by the lead designer to the
subsidiary within a few days upon receipt of the gross commission fees from the project owner.

Main Customers
The following table sets forth certain information of the Group’s services to its main

customers, namely the lead designers, for its engineering design services in terms of total
contract value for the year ended 31 December 2021.:

Customer Project Contract value
(RMB in
thousands)
China Railway Siyuan Survey Jinan Rail Transit Line 3 (Phase I) 11,578
and Design Group Co., Ltd. Cooperative Design Contract (¥
(G TALE- ki R T S R3E — W A ERERH &
BRAR) oo [f]), Line M3 Civil Engineering

Standard Il, System Standard | and
System Standard V (M3%; 7 4%
C RHE—E - RHAAE) and Line 3
System Standard One and System
Standard Five (R3# £ 4 — 1% ~ &
AT
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Customer Project Contract value

(RMB in
thousands)
China Railway Engineering Jinan Rail Transit Line 2 (Phase I) 7,972
Design and Consulting Group Cooperative Design Contract
Co., Ltd. Jinan Design Supplementary Agreement (Civil
Institute (8 A2 s wl ka4 Construction V) (¥ & T #iL38 52 40
A BRA R st BE) ... R2#4% — W 5 VR R w3 Al 4 FE o e (L
2 )
Xuzhou Metro Group Co., Ltd. Xuzhou Urban Rail Transit Line 4 5,141
(RN EEARAR) .. .. Project (Phase |) Civil Construction
Site Design (Section 02) (% i1 ik
T E S A58 5% — W TR g T8
R HT (021 L))
Beijing Urban Construction Jinan Rail Transit Line 2 (Phase I) 3,353
Design & Development Group Cooperative Design Contract (/4
Co., Ltd. (Jbmtla s st 48 THLE S R24E — W S st &
EHBMARAT) ... L. [f]), Jinan Rail Transit Line M1
(Civil Construction Section 8-2)
Design Contract (7% T #iL78 3¢ 4
M 148 TR (+ 2 8-21) i A ),
Jinan Rail Transit Line 3 (Phase I)
Cooperative Design Contract (/4
#8523 R3%E — W& M st 5 [))
and Jinan Rail Transit Line 2
(Phase 1) Engineering System Site
Design (Section 5) Project Police
Station Special Subcontracting
Design Service Contract (% Fg 7 #ll
B AC I R2A — W LA R At LAk
FH(ILAR B TH B R B SHIE 7> (8
TR Hs S 1R
Shanghai Municipal Engineering Jinan Rail Transit Line M3 2,707
Design General Research Cooperative Design Contract (7% F4

Institute (Group) Co., Ltd. (& T E S EM 35S A 1E & sHA )
Vi TIT B0 AR B w5 A (4
ENABRAR) ...

Engineering Survey

In a typical rail transit project undertaken by the Group, engineering survey generally
involves two sides, namely the project owner and the lead surveyor, where the lead surveyor as a
third party is generally responsible for carrying out independent engineering survey work in
accordance with the instructions of the project owner. Through its subsidiary, the Group
generally serves as a joint surveyor which cooperates with the lead surveyor.
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Pursuant to the cooperative contracts entered into between the subsidiary and the lead
surveyor, the Group in its capacity as a joint surveyor is entitled to certain percentage of the net
commission fees (after deducting costs and expenses) for the engineering survey whereas the
lead surveyor is entitled to the remaining. Such fees will be paid by the lead surveyor to the
subsidiary within a few days upon receipt of the gross commission fees from the project owner.

Main Customers

The following table sets forth certain information of the Group’s services to its main
customers, namely the lead surveyor, for its engineering survey services in terms of total
contract value for the year ended 31 December 2021.:

Customer

Project

Contract value

Jinan Survey and Mapping
Research Institute (7755 i1 i
SUABETTBE) ..o

Shandong Zhengyuan
Construction Engineering Co.,
Ltd. Survey & Design
Research Institute (LI #1F 7T
s LA R AL A Al IR
RIWRTERE) ..

China Railway Sixth Survey and
Design Institute Group Co.,
Ltd. (858 N Bh 5 st b 5
BARAR) ..o

Line 2 Control Network Survey

Cooperation Agreement (R247 %
AW A VE ), Jinan Rail
Transit Line 2 Project (Phase I)
Third Party Survey (Section 2)
Cooperation Agreement (5 i T #lL
ARG — W LA = (—
B & AE 15 7€) and Jinan Rail
Transit Line 2 Project (Phase I)
Third Party Survey (Section 4)
Cooperation Agreement (7 &g i L
T A R2AR — ) TRE A = ) & (Y
FRE) & 1R i)

Line 3 Third Party Survey Standard

N (R3S = 7 B2 Il = 420)

Jinan Rail Transit Line 2 Project

(Phase 1) Third Party Survey
(Section 3) Cooperation Agreement
(5 e TH B S M R2AT — A LR 58 =
07 & (=R B & 1R ik
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(RMB in
thousands)
725

459

442



Customer Project Contract value

(RMB in
thousands)
China Hebei Construction & Jinan Rail Transit Line 1 Third Party 267

Geotechnical Investigation Survey Cooperation Survey

Group Ltd. ((hEEa M A Agreement (Standard 3) (7 Fg T #lL

B/ #]) (previously known as T AT B RLAR SR = 5 B T A A B T

Hebei Construction and =)

Geotechnical Investigation

and Research Institute Co.,

Ltd. (7 b # s Y41 7% b A7

BRAFDN) oo

Property Management
Overview

The Group began its property management business, through its subsidiary, Shunjie
(Shandong) Property Development Co., Ltd. (F£ 3 (1L )% 2% B A B2 Al), in 2021. The Group
provides property management services, including without limitation, security, cleaning,
equipment repair and maintenance and landscaping services, primarily for the rail transit lines in
Jinan City that it develops, as well as the Jianandong Railway Station and its subsidiaries,
including Shandong Aipel Electrical Equipment Co., Ltd. (1% % &5 &M A R 7). The
Group is entitled to management fees, which are generally based on an agreed fixed commission
rate per sg.m. per month. Such commission rate is usually determined with a reference to the
service scope provided by the Group and the type of properties it manages. Property
management fees are paid on an annual basis.

For the year ended 31 December 2021, operating income generated from the Group’s
property management business was RMB27.8 million, representing 1.1 per cent. of the Group’s
total operating income for the same periods.

Concrete and Construction Materials
Overview

The Group began its concrete and construction materials business in 2018. The Group’s
concrete and construction materials business primarily includes the production and sale of
concrete and construction materials, such as cables and segments. The Group conducts such
business primarily through its subsidiaries, including Jinan Dongtie Rail Transit Construction
Material Co., Ltd. (783 #8kHiE 3¢ @ A FR/ZA F]), Jinan Quantie Rail Transit Construction
Material Co., Ltd. (¥ Fg 5 88 223 8 A BR 22 7)), Shandong Kaiyue Rail Transit Cable Co.,
Ltd. (WLRSMHEELEESEARAA) and Jinan Rail Urban Construction Segment
Manufacturing Co., Ltd. (7 rd B8 2 & R34 A BRA 7).

For the years ended 31 December 2019, 2020 and 2021, the Group’s operating income
generated from its concrete and construction materials business was RMB497.2 million,
RMB735.8 million and RMB613.3 million, respectively, representing 93.4 per cent., 45.9 per
cent. and 24.2 per cent. of the Group’s total operating income for the same periods.
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Raw Materials and Major Products

The raw materials for the Group’s concrete and construction materials business are primary
sand, stone, clinker, slag powder, fly ash, additive and rebar. The major products of the Group’s
concrete and construction materials business primarily include concrete, cables, segments, partial
segments, additives and prefabricated components. The following table sets forth the
approximate price of the Group’s raw materials and major products as at 31 December 2021.:

As at 31 December 2021

(RMB/ton, except for cable and

segment)
Raw material
Sand . ... 125
StoNe ... 125
Clinker . ... . e 510
Slag powder . . ... ... 380
Fly ash ... 150
Additive . ... 2,500
Rebar . ... ... . . . e 5,100
Major product
Concrete (type A) .. 500
Concrete (type B) .. ... . 485
Cable (RMB/metre) . ......... ... . .. 80,000
Segment (type A) (RMBeach) ........................ 23,189.86
Segment (type B) (RMBeach) ........................ 24,025.64
Segment (type C) (RMBeach) ........................ 25,374.52
Segment (type D) (RMB each) ........................ 20,400.00
Partial segment (RMB each) ......................... 23,189.86

Business Model

The Group has adopted a demand-driven manufacturing approach to its concrete and
construction materials business, under which the production is based on actual customer orders
(demand) rather than a forecast, and therefore the Group is able to effectively minimise the
inventory levels and costs from its concrete and construction materials business. The Group
enters into contracts with customers through public bidding and tender or contract negotiation,
pursuant to which the Group is usually responsible for procurement of raw materials, production
and shipment. The purchase consideration is usually paid upon delivery or in accordance with an
agreed-upon payment schedule, and is generally settled by means of telegraphic transfer or bank
acceptable bills. The Group generally grants its customers one month credit period.

In terms of procurement, the Group generally pays a certain percentage of the total
consideration as a deposit to its upstream suppliers in advance, and the remaining amount in one
month after the raw materials are delivered. The Group generally arranges settlement with
suppliers through telegraphic transfer or bank acceptable bills. The Group recognises the cost
and revenue for its concrete and construction materials business on a monthly basis.
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Sales Volume

The following tables set forth the sales volume of major products sold by the Group for the
periods indicated:

For the year ended 31 December

2019 2020 2021
Concrete (in thousand
cubic metres) ................. 805 1,035 1,202
Cable (in kilometres) ............. 1,568 3,368 3,912
Segment (each) ................. 19,960 5,866 5,511

Suppliers and Customers

Over the years, the Group has established stable relationships with its key upstream
suppliers and downstream customers. The following table sets forth the Groups' top five
upstream suppliers in terms of procurement amount in its concrete and construction materials
business for the year ended 31 December 2021.:

Procurement Per cent. of total
Supplier amount procurement

(RMB in millions)

Shandong Kangshunda Construction Materials Co., Ltd.

(IUHREFFREEMARNT) ..o . 7.2 1.8
Sishui Huifeng Agricultural Development Engineering

Co., Ltd. (M/KEE R TRARAR) ... .. 7.2 1.8
Jiangsu Subot New Material Co., Ltd. (VL##5 1# 455

BB ARAT) o 6.8 1.7

Licheng District Anjia Construction Materials Sales
and Operation Centre (K 7 %2 5% #2214 8 5 584

L 5.5 1.4
Jinan Tiancheng Construction Materials Co., Ltd.

(TR REMARAR) o 5.4 14
Total ... 32.1 8.1

The following table sets forth the Group’s top five downstream customers in terms of sales
amount in its concrete and construction materials business for the year ended 31 December
2021:

Per cent. of total
Customer Sales amount sales

(RMB in millions)

China Construction Hongda Construction Co., Ltd.

(PEZEFEEARAF) ..o 34.3 7.7
Qingdao Bohai Construction Group Co., Ltd

(FEMEEEREIRARAF) ... 26.2 5.9
Yingzhijie Construction Engineering Co., Ltd.

(BEZBEERZTIRARAA) oo 19.2 4.3
Jinan Chengsheng Industrial Co., Ltd.

(BREMAETEEARAT) ... 18.1 4.1
China Railway 17th Bureau Group Co., Ltd.

(P LRERARARF) 16.4 3.7
Total .. ... 114.2 25.6
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Electrical and Machinery Equipment
Overview

The Group’s electrical and machinery equipment business consists of two sub-segments,
namely electrical equipment business and machinery equipment business. The Group began its
electrical equipment business, primarily through its subsidiary, Shandong Aipel Electrical
Equipment Co., Ltd., in 2020 and its machinery equipment business, primarily through its
subsidiary, Jinan Heavy Industries Group Co., Ltd. (¥rd 8 LAEBARATR), in 2021. The
Group’s electrical equipment business primarily includes the development, design,
manufacturing and sales of electrical equipment and relevant components, as well as the
installation and leasing of electrical facilities. The Group’s machinery equipment business
primarily involves sales and leasing of machinery equipment relating to electric power, mining
and tunnel excavation.

For the years ended 31 December 2020 and 2021, the Group’s operating income generated
from its electrical and machinery equipment business was RMB790.4 million and RMB1,780.5
million, respectively, representing 49.3 per cent. and 70.1 per cent. of the Group’'s total
operating income for the same periods.

Raw Materials and Major Products and Services

The raw materials for the Group’s electrical and machinery equipment business are
primarily copper bar, transformer, breaker, cable, steel bar, semi-gear, end cap and dashboard.
The major products and services of the Group’'s electrical and machinery equipment business
primary include switch cabinet, charging posts, ring cabinet, substation, transformer, distribution
box, shield machine, grinder, services for new-energy electric vehicles, power substitution and
equipment maintenance.

The following table sets forth certain information of the Group’s raw materials and major
products for its electrical equipment business as at 31 December 2021:

As at 31 December 2021

Raw material

Copper bar (RMB/KQ) . ... 76.8
Transformer SCB10-1000 (RMB each) ................. 97,000
Frame breaker (RMB each) .......................... 8,000
Plastic-shell breaker (RMB each) ...................... 1,200
35-milimetres cable (RMB/metre) ..................... 35
Major product
10kV Switch cabinet (RMB each) ..................... 60,000
10kV Ring cabinet (RMB each) ....................... 350,000
10kV Box-type substation (RMB each) ................. 150,000
10kV Transformer (RMB each) ....................... 100,000
0.4kV Switch cabinet (RMB each) ..................... 30,000
0.4kV Distribution box (RMB each) ................... 5,000
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The following table sets forth certain information of the Group’s raw materials and major
products and services for its machinery equipment business as at 31 December 2021:

As at 31 December 2021

Raw material

Steel bar (RMB/KG) . ... ... 5.8
Semi-gear (RMB/KG) . ... ... . 9.6
Feeding end cap (RMB/kg) ......... ... ... . ... ..... 8.9
Discharging end cap (RMB/kg) ....................... 9.0
Central dashboard (RMB/kg) ........... .. ............ 5.7
Major product and service

Operation and leasing of shield machine (RMB/metre) .. ... 7,500.0
JZE6410e Earth-pressure balance shield machine

(RMBinmillions) . ......... ... . ... . . . ... 41.0
JZE6650 Earth-pressure balance shield machine

(RMBinmillions) . ........ .. ... .. ... . ......... 39.0
CTE6650 Compound earth-pressure balance shield machine

(RMBinmillions) . ......... .. ... . . ... 38.0
JZE6680 Compound earth-pressure balance shield machine

(RMBinmillions) . ........ .. ... .. ... ... ....... 36.5
JZE6430FE Spoke-type earth-pressure balance shield

machine (RMB in millions) ........................ 35.0
JZE6410 Spoke-type earth-pressure balance shield machine

(RMBinmillions) . ........ ... ... .. ... ... ....... 34.0
Rotary calcining kiln ¢7.0*72m (RMB in millions) ........ 9.4
MQS38130 Coal-water slurry ball grinder (RMB in millions) 8.8
MBS4765 Rod grinder (RMB in millions) ............... 7.3
MQY 4585 Ball grinder (RMB in millions) ............... 7.2

Business Model

Same as the Group’s concrete and construction materials business, the Group has adopted a
demand-driven manufacturing approach to its electrical and machinery equipment business,
under which the production is based on actual customer orders (demand) rather than a forecast,
and therefore the Group is able to effectively minimise the inventory levels and costs from its
electrical and machinery equipment business. The Group enters into contracts with customers
through public bidding and tender or contract negotiation, pursuant to which the Group is
usually responsible for procurement of raw materials, production and shipment. The purchase
consideration is usually paid upon delivery or in accordance with an agreed-upon payment
schedule, and is generally settled by means of telegraphic transfer or bank acceptable bills. The
Group generally grants its customers one month credit period.

In terms of procurement, the Group generally pays the total consideration to its upstream
suppliers in one month after the raw materials are delivered. The Group generally arranges
settlement with suppliers through telegraphic transfer or bank acceptable bills. In terms of sales,
the Group generally directly sells products to customers and settles with customers by
telegraphic transfer or bank acceptable bills.
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Suppliers and Customers

Over the years, the Group has established stable relationships with its key upstream
suppliers and downstream customers. The following table sets forth the Groups' top five
upstream suppliers in terms of procurement amount in its electrical equipment business for the
year ended 31 December 2021.:

Procurement Per cent. of total
Supplier amount cost

(RMB in millions)
Shandong Hengruide Electrical Equipment Co., Ltd.

(sRAE R I MARATR) 108.6 12.7
Shandong Weilikang Electricity Co., Ltd.

(BB REERARAF) .o 44.0 5.2
Shandong Weisheng New Energy Development Co.,

Ltd. (LLSRARBOBBEIRBREE AR AR ... 40.5 4.8
Shandong Shunkai Electrical Equipment Co., Ltd.

(LR FESEABRMEABRAF) oo 36.1 4.2
Shandong Hongma Copper Industry Co., Ltd.

(WHRERSMEARAR) oo 35.5 4.2
Total ... 264.8 311

The following table sets forth the Group’s top five downstream customers in terms of sales
amount in its electrical equipment business for the year ended 31 December 2021.:

Per cent. of total
Customer Sales amount sales revenue

(RMB in millions)
State Grid E-Commerce Technology Co., Ltd.

(BHEBREREAERAR) oo 607.9 58.9
State Grid Shandong General Energy Service Co., Ltd.

(BB RS GRS ARAR) ... 23.6 2.3
Shandong Yongsheng Construction Group Co., Ltd

(WK ERERARAT) oo o 115 1.1
Wonka Technology Co., Ltd. (AFDRIHARAR]) .. .. 10.5 1.0
Jinan Rail Transit Group Construction and Investment

Co., Ltd. (Vi sc AL BB EARAA) ... 10.1 1.0
Total ... 663.6 64.3
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The following table sets forth the Groups top five upstream suppliers in terms of
procurement amount in its machinery equipment business for the year ended 31 December 2021:

Procurement Per cent. of total
Supplier amount cost

(RMB in millions)
Nanyang Hanye Special Steel Co., Ltd.

(FARFEIRFE I ARAR) oo 17.7 4.1
Huixian Tengfei Machinery Manufacturing Co., Ltd.

(FESRTT MM B BR AR oo 17.6 4.0
Anhui Tiandi Heavy Machinery Co., Ltd.

(ZRRWEEREWARAR) . 13.3 3.1
Shandong Luzheng Engineering Co., Ltd.

(LR EEETRARAF) ... . 8.8 2.0
Jiangsu Shoudun Wear Resistant Materials Co., Ltd.

(LEFE EEM B ARAR) oo 8.6 2.0
Total ... 66.0 15.2

The following table sets forth the Group’s top five downstream customers in terms of sales
amount in its machinery equipment business for the year ended 31 December 2021:

Per cent. of total
Customer Sales amount sales revenue

(RMB in millions)
Chongqing Yiyu Financial Leasing Co., Ltd.

(EESMmEMAERMARAR) ..o oL 110.0 18.3
Great Wall Financial Leasing Co., Ltd.

(BWEEREERETAR) ... .. 86.0 14.3
Jiangxi Finance Leasing Co., Ltd.

(LPEMHERBAERAR) oo 82.0 13.6
China Railway Construction Financial Leasing Co.,

Ltd. (FEEemMAEARAR) ... 72.0 12.0
China Railway Tunnel Co., Ltd.

(PEPRERMARAR) oo 58.5 9.7
Total . ... 408.5 68.0

Advertising

The Group began its advertising business, primarily through its subsidiary, Jinan Metro
Culture and Media Co., Ltd. (¥ SCAL A RS A]), in 2019. The Group’s advertising
business includes print advertisements and vehicle advertisements in rail transit lines that the
Group operates. The Group’s advertising business offers a variety of advertising and presentation
solutions, including without limitation, in-car light box, creative display, super media, super
large screen, vehicle body naming, creative car chartering, brand channel, brand ocean and brand
forest, to customers who seek for displaying and building business image and promoting market
projects. The Group also undertakes the promotion of government administrative affairs.
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For the years ended 31 December 2019, 2020 and 2021, the Group’s operating income
generated from its advertising business was RMB9.8 million, RMB14.3 million and RMB25.2
million, respectively, representing 1.8 per cent., 0.9 per cent. and 1.0 per cent. of the Group’s
total operating income for the same periods.

Other Business

The Group engages in other business, such as station rental service, car parking and tube
seat rental service. For the years ended 31 December 2019, 2020 and 2021, operating income
generated from the Group’s other business was RMB6.6 million, RMB20.8 million and RMB26.5
million, respectively, representing 1.2 per cent., 1.3 per cent. and 1.0 per cent., of the Group’s
total operating income for the same periods.

RELATED PARTY TRANSACTION

The Group may from time to time conducts its business with its related party, which are to
be disclosed in its consolidated financial statements in accordance with the PRC GAAP. The
Group has established a comprehensive system to oversee its related party transaction to ensure
its fairness. The Group normally enters into the written contract with the related party, especially
specifying the pricing term, which shall be determined in accordance with the norms set out
below:

. Refer to the government-guided price;
. Refer to an independent market price;
. Refer to an independent third party transaction price; and
. Cost-profit methodology.
INTERNAL CONTROL

As an integral part of overall risk management, the Group places great importance on
internal control. The Group has established a comprehensive system to oversee and manage its
financial matters, personnel, projects, financing and investments, operations and other matters of
its subsidiaries, third-party guarantees, production safety, related party transactions, information
disclosure obligations, emergency incidents and capital operations.

In order to maintain business integrity and operational efficiency, the Group has established
a three-tier management structure comprising the board of directors, the general manager and
thirteen departments. The Group has also established and implemented risk management
organisational structure to ensure its compliance with regulatory requirements and to implement
control measures to lower operational and investment risks, covering different aspects of the
Group’s operations, including budget management, invested projects finance management,
guarantee management, remuneration management, safety production, subsidiaries management,
investment and financing management, connected transaction, information disclosure and
incidents management.
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ENVIRONMENT MATTERS

The Group is subject to environmental laws and regulations governing air pollution, noise
emissions, hazardous substances, water and waste discharge and other environmental matters
issued by the governmental authorities in the PRC. The Group believes that it is in compliance
in all material respects with applicable environmental laws and regulations. As at the date of this
Offering Circular, the Group is not aware of any material environmental proceedings or
investigations to which it is or might become a party.

OCCUPATIONAL HEALTH AND SAFETY

The PRC Government imposes a number of regulatory requirements on transportation
infrastructure companies with regard to employee safety. The Group regards occupational health
and safety as one of its important social responsibilities, and has implemented safety measures
to ensure compliance with applicable regulatory requirements. The Group has established a
safety supervision department on each of its projects. These safety supervision departments
conduct periodic inspections of operating facilities to ensure that its transportation infrastructure
projects are in compliance with existing laws and regulations. The Group believes that safe
practises are the only means to ensure employee safety. Thus, its safety supervision departments
conduct regular training sessions for employees on accident prevention and management.

INSURANCE

The Group maintains insurance policies, which the Group believes to be consistent with the
relevant law and industry and business practise in the PRC. The Group maintains insurance
coverage in the types which it believes are commensurate with its risk of loss and industry
practise. Consistent with what the Group believes to be customary practise in the PRC, it does
not carry any business interruption insurance, key-man insurance or insurance covering potential
environmental damage claims. Such insurance is not mandatory under the laws and regulations
of the PRC, and such insurance is either unavailable in the PRC or requires substantial cost.

EMPLOYEES

As at 31 December 2021, the Company had approximately 9,422 full-time employees. In
accordance with the applicable regulations of local governments in regions where the Group has
business operations, the Group makes contributions to its employee’s social insurance, including
the statutory pension plan, medical insurance, unemployment insurance, maternity insurance and
workers' compensation insurance. The amount of contributions is based on the specified
percentages of employees’ aggregate salaries as required by relevant PRC authorities. The Group
also makes contributions to an employee housing fund according to applicable PRC regulations.
In addition to statutory contributions, the Group provides annual bonuses to employees. The
Group enters into an employment contract with each of its employees in accordance with
applicable PRC laws. Such contracts include provisions on wages, vacation, employee benefits,
training programmes, health and safety, confidentiality obligations and grounds for termination.
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GOVERNMENTAL REGULATIONS AND LICENCES

The Group’s operations are subject to a variety of laws and regulations promulgated by the
governments in which it operates. See the section headed “PRC Regulations”.

The Group believes that it is in compliance in all material respects with the applicable
governmental regulations, rules and executive orders in each jurisdiction in which it operates.
The Group is not aware of any governmental proceedings or investigations to which it might
become a party and which may have a material adverse effect on its properties and operations.

The Group maintains regular communication with local governments and regulatory
authorities through its management team or representatives, ensuring compliance with the
requirements and conditions for obtaining and maintaining the aforementioned licences,
concessions, permits, or certificates.

LEGAL PROCEEDINGS

From time to time, the Company, together with its subsidiaries, may be involved in legal
proceedings or other disputes in the ordinary course of its business. See also “Risk Factors —
Risks Relating to the Group and its Business — The Group may be involved in disputes, legal and
other proceedings arising out of its operations from time to time and may face significant
liabilities as a result”.

As at the date of this Offering Circular, the Group is not aware of any legal proceedings,

claims, disputes, penalties or liabilities currently pending or threatened against the Group that
may have a material adverse change on its business, financial condition or results of operations.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT
DIRECTORS

The board of directors of the Company (the “Board”) consists of nine directors. The Board
is primarily responsible for, among others, calling for and holding shareholder meeting and
making reports to the shareholder, implementing the resolutions and decisions adopted in the
shareholder meeting, determining the Company’s business plans and investment plans,
formulating the Company’s annual financial budget plans and accounting plans, annual profit
distribution plans and deficit covering plans, proposals in relation to the increase or decrease of
registered capital, formulating plans on mergers, spin-off, change of corporate form and
liquidation and dissolution in relation to the Company, determining the Company’s internal
management structure and appointment and removal of senior management and formulating the
basic management policies of the Company.

The following table sets forth certain information concerning the Company’s directors as at
the date of this Offering Circular:

Name Age Position/Title
Mr. CHEN Sibin (BRE®K) .......... 60 Chairman of the Board

Mr. WANG Bozhi (F1AZ) ......... 57 Director and general manger
Ms. LV Jianxin (B E&#)............ 53 Director

Mr. YANG Chenglin (#7&#k) ... .. .. 58 External director

Mr. ZHOU Youzhi (JAFE) ......... 58 External director

Mr. WANG Xiaojun (FBEE) . ... ... 56 External director

Mr. LI Liping (ZFFIF). ... ... 41 External director

Mr. HU Anhong (BHZ8E) ... ... ... .. 58 External director

Mr. YU Lel (T#) ................ 51 Employee director

Mr. CHEN Sibin (Bit 8 3X), aged 60, has been the chairman of the Board and the secretary
of the Party Committee of the Company since April 2017. Mr. Chen previously served as the
head of the Agricultural Tax Administration Division (J2 B IE # &), the head of the Primary
Financial Management Division (3JE B EUE #E) and subsequently the director of the General
Office of the Jinan Finance Bureau (¥irg A E/5), the head of Jinan Agricultural
Comprehensive Development Office (i i J& 345 & BHEEF 2 =), a Party Committee member
of the Jinan Finance Bureau, and the chairman of the Board and the secretary of the Party
Committee of Jinan Financial Investment Holding Group Co., Ltd. (777 4 4 % & 2 42 [ 4 R
45 dl) (currently known as Jinan Financial Holding Group Co, Ltd (77574 il 1% % 4 B A BR A
A)).

Mr. WANG Bozhi (E412), aged 57, has been a director and the general manager of the
Company since September 2018. Mr. Wang previously served as the chairman of the Board of
Jinan Heavy Industry Co., Ltd. (¥ rd#H LG A R/ A]), the chairman of the Board of China
Heavy Automobile Group Co., Ltd. ("FMEEEVAHELHGRAF), the chairman of the
Revolutionary Committee of the Chinese Kuomintang of Jinan City ([ B & # % iy % B & 7 5
% B ), the deputy chairman of the Revolutionary Committee of the Chinese Kuomintang of
Shandong Province (HEIE R FmZAEILREZE ), and the deputy chairman of the
Shandong Jinan Committee of the Chinese People’s Political Consultative Conference (12 A &
HUR T M ek LR S H T & A w).
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Ms. LV Jianxin (& ##), aged 53, has been a director, a deputy secretary of the Party
Committee and the head of the Labour Union of the Company since August 2022. Ms. Lv
previously served as an officer and an assistant engineer of Jinan Nanjiao Thermal Power Plant
(W E R AL 24 FE i) (currently known as Jinan Thermal Power Group Co., Ltd. (20 FE4E @A
FRZ> 7)), a senior staff member, the principal staff member, a deputy head and subsequently the
head of the Organisation and Personnel Division of the Jinan Cultural Bureau (¥ i 3Cfb ),
the head of the Organisation and Personnel Division and a Party Committee member of the Jinan
Press Bureau for Culture, Radio and Television (¥ & i 3C{b J& 587 [ i i =), and a deputy head
and a Party Committee member of the Jinan Cultural Market Comprehensive Administrative Law
Enforcement Bureau (7 1 SCAL T35 45 & 1T BUELIZ ™). Ms. Lv has obtained a master’s degree.

Mr. YANG Chenglin (Bi#&#k), aged 58, has been an external director of the Company
since August 2022. Mr. Yang previously served as the head (.1%) of the Fifth Division (F. &)
and a deputy head of the Foreign Engineering Division ([ 4} T#£J&) of Jinan Sijian Group (%
M4 ME), a deputy chairman of the board of directors, the general manager and a Party
Committee member of Shandong Sanjian Property Group Co., Ltd. (ILI# =% BEHEEAFRA
A]), the chairman of the board of directors and the general manager of Shandong Sanjian
Engineering Construction Co., Ltd. (ILH# =& @& LRERM AR F), and the chairman of the
board of directors, the general manager and the secretary of the Party Committee of Shandong
Sanjian Group Co., Ltd. (13 =i @ A R A). Mr. Yang has obtained a bachelor’s degree.

Mr. ZHOU Youzhi (&), aged 58, has been an external director of the Company since
August 2022. Mr. Zhou previously served as the head of the Office (J¥/AZE +1L) and
subsequently the manager of the Import and Export Company (# i [1/2 7]) of the China Jinan
Washing Machine Plant (4 B 7% g %t A< B i), the head and a deputy secretary of the General
Party Branch of the Jinan Household Appliance General Factory (i%rg % & 44Mg), the
chairman of the board of directors, the general manager and the secretary of the Party
Committee of Shandong Xiaoya Group (L5 /ME4EE), and a director, a deputy secretary of the
Party Committee and the head of the Labour Union of Jinan State-owned Assets Investment Co.,
Ltd. (77 1T A & & A PR Al). Mr. Zhou has obtained a bachelor’s degree.

Mr. WANG Xiaojun (EBEH), aged 56, has been an external director of the Company
since August 2022. Mr. Wang previously served as an assistant to the general manager, the
general economist and a deputy general manager of Jinan Yijichuang Group (¥ r —# K4 M), a
director, the general manager and a deputy secretary of the Party Committee of Jinan
Chengchuang Assets Operation Co., Ltd. (Frasal &=L EARAR]), and a director, the
general manager and a deputy secretary of the Party Committee of Jinan Guorun Assets
Operation and Management Co., Ltd. (7 2 ¥ & & 4 % 4 24 FR /A F). Mr. Wang has obtained
a bachelor’s degree.

Mr. LI Liping (Z#F), aged 41, has been an external director of the Company since
August 2022. Mr. Li previously served as a professor of the Shandong University (1115 kK £2),
and the executive vice-president (% % Bt ) of the School of Qilu Transportation (745 3¢ 45 £
ki) of the Shandong University. Mr. Li has obtained a doctorate degree.

Mr. HU Anhong (#1%8t), aged 58, has been an external director of the Company since
August 2022. Mr. Hu previously served as a teacher of the Shandong Banking School (111 5 R17
EL#7), and a professor, a vice-president of the Finance Vocational College (4 Rl 222 (%) and

i

subsequently a vice-president of the Continuing Education College (4 #5% 5 £-F%) of the Qilu
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University of Technology (Shandong Academy of Sciences) (7f % 1.3 K& 3 & BHEL[R)). Mr.
Hu has obtained a bachelor’s degree.

Mr. YU Lei (T°#), aged 51, has been an employee director and the head of the Financial
Management Department of the Company since February 2018. Mr. Yu concurrently also serves
as an executive director and the general manger of Jinan Rail Transit Group Asset Management
Company (5 Fa #1768 22 78 4 [ & 7 45 A PR A /). Mr. Yu previously served as an accountant of
Jinan Sijian Construction Group Co., Ltd. (¥ /H & (£ E) A R & E /A Fl), an accountant of the
Jinan Engineering Construction Trading Centre (i i1 & 5% L 3¢ % H1.L»), an accountant of the
Jinan Municipal Government Fund Settlement Centre (3% 17 BUR & 4 4% 8 #1.0»), the principal
staff member and an accountant and subsequently a deputy head of the Financial Division of the
Jinan West District Investment and Financing Management Centre (7% 5 7 75 [ 4% @il & & £ rp L),
the head of the Financial Division of Jinan Xicheng Investment and Development Group Co.,
Ltd. (%R VIR B EE 4L B A FR A 7)), and the head of the Investment Department of Jinan
Financial Investment Holding Group Co., Ltd.

SUPERVISORS

The board of supervisors of the Company (the “Supervisory Board”) consists of five
representative supervisors. The responsibilities of the Supervisory Board include, but not limited
to, overseeing the Company’s financial positions and implementing relevant laws, administrative
regulations and other rules and regulations and supervising the Board and senior management in
discharging their duties.

The following table sets forth certain information concerning the Company’s supervisors as
at the date of this Offering Circular:

Name Age Position/Title

Mr. LI Qinxin (ZF#587) ............ 49 Employee representative supervisor
Mr. WANG Liang (£5%) ........... 42 Employee representative supervisor
Ms. ZHANG Hui (5REE) ........... 44 Employee representative supervisor
Mr. WANG Bin (ExX) ............ 46 Employee representative supervisor
Ms. ZHAO Baixue (i F1Z) ........ 40 Employee representative supervisor

Mr. LI Qinxin (Z=¥h#1), aged 49, has been an employee representative supervisor and the
head of the Bidding Management Office (¥A1E4 H /A %) of the Company since April 2020.
Mr. Li has obtained a bachelor’s degree in mechanical design and manufacturing (H# % 51 B ¢
#) from Shanghai Railway University (L8578 K £2).

Mr. WANG Liang (F£3&), aged 42, has been an employee representative supervisor of the
Company since April 2022. Mr. Wang concurrently also serves as an executive director and the
general manager of Jinan Rail Transit Group Real Estate Co., Ltd. (755 #1452 40 4 4 5 24 R
v F]). Mr. Wang previously worked for Jinan Rail China Railway Segment Manufacturing Co.,
Ltd. (5 mg#uiE b8 i 33k 4 R/ 7)), Jinan Rail Urban Construction Segment Manufacturing
Co., Ltd. (WrE®E M EE H 1% A R/ 7)) and Jinan Rail Transit Group Real Estate Co., Ltd.
Mr. Wang has obtained a master’s degree.
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Ms. ZHANG Hui (#%%), aged 44, has been an employee representative supervisor of the
Company since April 2022. Ms. Zhang concurrently also serves as the head of the Audit and
Legal Department (7F#Hi%H#B) of the Company. Ms. Zhang previously worked for Jinan
Municipal Safety Production Supervision and Administration Bureau (¥ 55 i % 24 7 5 8 45
Ja7), Jinan Jinkong Group Co., Ltd. (¥4 Ml 4 B A B F]) (previously known as Jinan
Caijin Investment Holding Group Co., Ltd. (e EEKEFMAGRATR)) and the
Company. Ms. Zhang has obtained a master’s degree.

Mr. WANG Bin (E), aged 46, has been an employee representative supervisor of the
Company since September 2022. Mr. Wang concurrently also serves as the director of the Tender
Management Office (812 % # ##/N %) of the Company. Mr. Wang previously served as the head
and a deputy head of the Industry and Commerce Office (LFiff), a section head of the
Consumer Insurance Section (i £ %}), a deputy head of the Fair Trade Bureau (A V-3¢ %) %) and
a deputy head of the Jiyang Branch of Jinan Industry and Commerce Bureau (55 i L7 J7 %
/7 J8), a deputy secretary of the Party Committee of Huihe Town ([E7[$8) of Jiyang County (#%
%%5%), a senior staff of the Jiyang District Housing and Urban and Rural Construction
Management Committee (¥ i {1 [75 F1 4 480 1 5% %5 38 25 B ), the head and the secretary of the
Party Branch of the Jiyang District Municipal Parks and Public Utility Bureau (7 F & 7 B & Ak
s 32 ) and the head and the secretary of the Party Group of the Jiyang District Urban and
Rural Transport Bureau (37 [ I 3k 44 52 48 % ¥y J5). Mr. Wang has obtained a bachelor’s degree.

Ms. ZHAO Baixue (#H%), aged 40, has been an employee representative supervisor of
the Company since September 2022. Ms. Zhao previously served as a staff, a deputy office
director, the office director, a deputy section head and the section head of the General Section
(424 F}) of Jinan Engineering Quality and Work Safety Supervision Station (#5517 .72 i & B
G E BB UY), the head of the General Administration Department (%54 & ¥E#8) (Human
Resources Department (A JJ&i#E)) and a deputy general manager of a subsidiary of the
Company, a deputy director and the director of the Women’s Committee (I %% H ) of the
Company, the head of the Party and Mass Work Department (##t T /E#R) of the Company and a
deputy head of the Labor Union (L) of the Company. Ms. Zhao has obtained a bachelor’s
degree.

SENIOR MANAGEMENT

The following table sets forth certain information concerning the Company’s senior
management as at the date of this Offering Circular:

Name Age Position/Title
Mr. HA Yueting ("M 55) ... ... .. 56 Deputy general manager and secretary
of the Discipline Committee

Mr. LIU Fengzhou (2IBM) ........ 40 Deputy general manager

Mr. XU Qinwei (fREM&) ......... .. 55 Deputy general manager

Mr. PAN Jun (J&H) ............. .. 58 Deputy general manager

Mr. YANG Xiaodong (#BEs) ... ... 50 Deputy general manager

Mr. DING Qiang (J758) ........... 53 Deputy general manager
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Mr. HA Yueting (% H 5%), aged 56, has been a deputy general manager and the secretary of
the Discipline Committee and a Party Committee member of the Company since November
2014. Mr. Ha previously served as the principal staff member of the Party Building Research
Division (¥ & WF%)&) of the Jinan Committee Policy Research Office of the Communist Party
of China (" [ 3L & %5 B T ZEUR BT 91 %), the secretary of the General Branch of the Chinese
Communist Youth League ([ 42 3%) of the Power Engineering Department of Shandong Industrial
University (L3R T2 K88 TR FK) (currently known as Shandong University (13 k£2)),
the principal staff member, an assistant research member and subsequently a deputy head of the
Officer Department | (##B8—JE) of the Jinan Committee Organisation Department of the
Communist Party of China (/i 1 Z 4 4%%), and a research member and subsequently a deputy
head of the General Division and the head of the Courseware Resource Division (#f{f & i i) of
the Modern Distance Education Centre for Jinan Party Member Officer (355 7 3 B i i B A
FE%F #.0>). Mr. Ha has obtained a bachelor’s degree.

Mr. LIU Fengzhou (#IJE#), aged 40, has been a deputy general manager of the Company
since November 2019. Mr. Liu previously served as the head for design of the Chief Engineer
Office of Tianjin Subway Group Co., Ltd. (KT T #EEEEMARAR), and the head
engineer of the Pre-stage Planning Department, the project manager of the Rail Transit Line 3
(HLFE 2238 35 47 ) and subsequently the head of the Third Project Management Centre (55 —JH H
FHH.0) and the manager of the Line 3 Construction Project Department (3%% 4% & 5% JH H #68)
of the Company. Mr. Liu has obtained a master’s degree.

Mr. XU Qinwei (#*%if%#), aged 55, has been a deputy general manager of the Company
since April 2022. Mr. Xu previously served as an executive director and the general manager of
Shandong Yingtong Development Co., Ltd. (ILIHm#EIFEARAF) and a supervisor of
Shandong Xueye Lake Studio Co., Ltd. (L% E##H4LA LA ). Mr. Xu has obtained a
master’s degree.

Mr. PAN Jun (¥ %), aged 58, has been a deputy general manager of the Company since
November 2014. Mr. Pan previously served as a deputy director and subsequently the director of
the Municipal Engineering Planning and Design Office (7Bl LM #I5¢5=) of the Jinan
Planning and Design Institute (777 i 4 #15% 5t 5T B2), a vice president of the Jinan Planning
and Design Institute, and a deputy head of Jinan Urban and Rural Planning Research Centre (f§
T 1T 30k A0 AR 1 4 A 9T H L), Mr. Pan has obtained a master’s degree.

Mr. YANG Xiaodong (#5BE3K), aged 50, has been a deputy general manager of the
Company since November 2015. Mr. Yang previously served as an engineer of Jinan Weimin
Industrial General Company (¥ F % [ B 254820 7), a supervisor and subsequently a senior staff
member of the Jinan Engineering Construction Quality Supervision Station (7rd i 2 4E T2
&= ), a senior staff member of the Quality Safety Management Division (B & % 2 8 ¥ g)
of the Jinan Construction Commission (¥ 11 & 5% Z 8 &) (currently known as the Jinan Urban
and Rural Construction Commission (7 i k4 i #% 2 8 )), and the principal staff member
of the Division Il (=), a senior staff member of the Division IV (/4 Ji) and subsequently the
head of the General Management Division (%G &) and the head of the Bus Management
Division (~H A &) of the Jinan Municipal Government Organ Affair Administration Bureau
(PRI T AR B E B HL5) (currently known as the Jinan Government Organ Affair Service
Centre (7% B T # B 55 15 IR %5 7 00)). Mr. Yang has obtained a master’s degree.
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Mr. DING Qiang (T i), aged 53, has been a deputy general manager of the Company
since June 2016. Mr. Ding previously served as the head of the Business Department |1 (Z£%5 —
#B) of the Jinan Engineering Construction Financial Supervision and Management Centre (i
MR TR Mg a4 B d.0), a deputy head of the Jinan Financial Investment Assessment
Centre (5T B & 5EEE 1 0y), the head of the Jinan Financial Data and Information
Computing Centre (¥ 7 A BUE#E (5 S 515 7 .0), and the head of the General Office, the head
of the Regulation and Taxation Division (i%#IBLEUE) and subsequently the head of the Taxation
Division (Regulation Division) (FiBUE(%#LE)) of the Jinan Finance Bureau. Mr. Ding has
obtained a master’s degree.
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PRC REGULATIONS

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

THE PRC LEGAL SYSTEM

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

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

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

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

The State Council, provincial and municipal governments may also enact or issue rules,
regulations or directives in new areas of the law for experimental purposes or in order to enforce
the law. After gaining sufficient experience with experimental measures, the State Council may
submit legislative proposals to be considered by the NPC or the Standing Committee of the NPC
for enactment at the national level.

The PRC Constitution vests the power to interpret laws in the Standing Committee of the

NPC. The Supreme People's Court, in addition to its power to give general interpretation on the
application of laws in judicial proceedings, also has the power to interpret specific cases. The
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State Council and its ministries and commissions are also vested with the power to interpret
rules and regulations that they have promulgated. At the regiona level, the power to interpret
regional rules and regulations is vested in the regional legislative and administrative bodies
which promulgated such laws.

REMITTANCE OF RENMINBI INTO AND OUTSIDE THE PRC

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

CURRENT ACCOUNT ITEMS

Under PRC foreign exchange control regulations, current account item refers to any
transaction for international receipts and payments involving goods, services, earnings and other
frequent transfers. 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 the Macau Special Administrative Regions of China (“Macau”). On 17 June 2010, the PRC
Government promulgated the Circular on Issues concerning the Expansion of the Scope of the
Pilot Programme of Renminbi Settlement of Cross-Border Trades (B it I K #5558 5 N R4 H
Ak AT BH LAY 4 ) (the “Renminbi Settlement Circular”), pursuant to which (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 was expanded to cover 20 provinces
and cities and (iii) the restriction on designated offshore districts was lifted. Accordingly, any
enterprises in the designated pilot districts and offshore enterprises are entitled to use Renminbi
to settle imports and exports of goods and services and other current account items between
them. Renminbi remittance for exports of goods from the PRC may only be effected by approved
pilot enterprises in designated pilot districts in the PRC. On 22 August 2011, the PRC
Government further expanded Renminbi cross-border trade settlement nationwide and make
Renminbi trade and other current account item settlement in all countries worldwide. On 3
February 2012, the PRC Government promulgated the Circular on the Relevant Issues Pertaining
to Administration over Enterprises Engaging in RMB Settlement of Export of Goods (B i
BYE T N R & A 3555 1A B B 93 A1), pursuant to which any enterprises in China
which are qualified to engage in import and export trade are allowed to settle their goods export
trade in Renminbi.

On 5 July 2013, the PBOC issued the Circular on the Simplification of Renminbi
Cross-border Business Processes and the Improvement of Relevant Policies (i ffifb #5558 A R
W ST AR AN 5 5 A BBUR 3 A1) (the “2013 PBOC Circular”), pursuant to which on the
basis of three principles of “know your customer,” “know your business,” and “due diligence,”
PRC banks can directly handle the cross-border settlement upon the PRC enterprises presenting
the payment instruction (except for enterprises on the key regulatory list of regulating Renminbi
cross-border settlement in export goods trade). PRC banks may also allow PRC enterprises to
make/receive payments under current account items prior to the relevant PRC bank’s verification
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of underlying transactions (noting that verification of underlying transactions is usually a
precondition for cross-border remittance).

The Renminbi Settlement Circular and the 2013 PBOC Circular will be subject to
interpretation and application by the relevant PRC authorities. Local authorities may adopt
different practises in applying the Renminbi Settlement Circular and the 2013 PBOC Circular
and impose conditions for settlement of current account items. Further, if any new PRC
regulations are promulgated in the future which have the effect of permitting or restricting (as
the case may be) the use of Renminbi for payment of transactions categorised as current account
items, then such settlement will need to be made subject to the specific requirements or
restrictions set out in such regulations.

CAPITAL ACCOUNT ITEMS

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

Settlements for capital account items are 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 are
also generally required to make capital item payments including proceeds from liquidation,
transfer of shares, reduction of capital, interest and principal repayment to foreign investorsin a
foreign currency.

That said, the relevant PRC authorities may grant approval for a foreign entity to make a
capital contribution or a shareholder’s loan to a foreign invested enterprise with Renminbi
lawfully obtained by it outside the PRC and for the foreign invested enterprise to service interest
and principal repayment to its foreign investors outside the PRC in Renminbi on a trial basis.
The foreign invested enterprise may be required to complete a registration and verification
process with the relevant PRC authorities before such Renminbi remittances.

On 3 June 2011, the PBOC promulgated the Circular on Clarifying Issues concerning
Cross-border Renminbi  Settlement (FF 8 A SR AT BE 7 W e 2 1 A G M6 SE 065 4 B 1) AL 1) 348 60
(the “PBOC Circular”). The PBOC Circular provides instructions to local PBOC authorities on
procedures for the approval of settlement activities for non-financial Renminbi foreign direct
investment into the PRC. The PBOC Circular applies to all non-financial Renminbi foreign
direct investment into the PRC, and includes investment by way of establishing a new enterprise,
acquiring an onshore enterprise, transferring the shares, increasing the registered capital of an
existing enterprise, or providing loan facilities in Renminbi. The domestic settlement banks of
foreign investors or foreign invested enterprises in the PRC are required to submit written
applications to the PBOC which include, inter alia, requisite approval letters issued by the
relevant MOFCOM authorities. The PBOC Circular only applies to cases where the receiving
onshore enterprise is not a financial institution and the approval from PBOC has only been
granted on a trial basis.

On 13 October 2011, PBOC promulgated the PBOC FDI Measures, to commence the
PBOC's detailed RMB FDI administration system, which covers almost all aspects of RMB FDI,
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including capital injection, payment of purchase price in the acquisition of PRC domestic
enterprises, repatriation of dividends and distribution, as well as RMB denominated cross-border
loans. Pursuant to the PBOC FDI Measures, PBOC special approval for RMB FDI and
shareholder loans, which is required by an earlier circular of PBOC is no longer necessary and
the required enterprise registration is implemented on a regular, rather than trial, basis.

On 3 December 2013, the MOFCOM promulgated the “Circular on Issues in relation to
Cross-border Renminbi Foreign Direct Investment” (P47 &8 B 7% B5 5 A\ R B 4280 A B ME R
~45) (the “MOFCOM Circular”), which became effective on 1 January 2014, to further
facilitate FDI by simplifying and streamlining the applicable regulatory framework. Pursuant to
the MOFCOM Circular, the appropriate office of MOFCOM and/or its local counterparts will
grant written approval for each FDI and specify “Renminbi Foreign Direct Investment” and the
amount of capital contribution in the approval. Unlike previous MOFCOM regulations on FDI,
the MOFCOM Circular removes the approval requirement for foreign investors who intend to
change the currency of their existing capital contribution from a foreign currency to Renminbi.
In addition, the MOFCOM Circular also clearly prohibits the FDI funds from being used 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.

The PBOC Circular, the MOFCOM Circular and the PBOC FDI Measures will be subject to
interpretation and application by the relevant PRC authorities. Further, if any new PRC
regulations are promulgated in the future which have the effect of permitting or restricting (as
the case may be) the remittance of Renminbi for payment of transactions categorised as capital
account items, then such remittances will need to be made subject to the specific requirements
or restrictions set out in such rules.
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TAXATION

The following summary of certain Hong Kong, PRC and British Virgin Islands tax
consequences of the purchase, ownership and disposition of the Bonds is based upon applicable
laws, regulations, rulings and decisions in effect as at the date of this Offering Circular, all of
which are subject to change (possibly with retroactive effect). This discussion does not purport
to be a comprehensive description of all the tax considerations that may be relevant to a
decision to purchase, own or dispose of the Bonds and does not purport to deal with
consequences applicable to all categories of investors, some of which may be subject to special
rules. Neither these statements nor any other statements in this Offering Circular are to be
regarded as advice on the tax position of any holder of the Bonds or any persons acquiring,
selling or otherwise dealing in the Bonds or on any tax implications arising from the
acquisition, sale or other dealings in respect of the Bonds. Persons considering the purchase of
the Bonds should consult their own tax advisers concerning the possible tax consequences of
buying, holding or selling any Bonds under the laws of their country of citizenship, residence or
domicile.

HONG KONG
Withholding tax

No withholding tax is payable in Hong Kong in respect of payments of principal or interest
on the Bonds or in respect of any capital gains arising from the sale of the Bonds.

Stamp Duty
No Hong Kong stamp duty will be chargeable upon the issue or transfer of a Bond.
PRC

The following summary describes the principal PRC tax consequences of ownership of the
Bonds by beneficial owners who, or which, are not residents of mainland China for PRC tax
purposes. These beneficial owners are referred to as non-PR C Bondholders in this section. In
considering whether to invest in the Bonds, investors should consult their individual tax advisers
with regard to the application of PRC tax laws to their particular situations as well as any tax
consequences arising under the laws of any other tax jurisdiction. Reference is made to PRC
taxes from the taxable year beginning on or after 1 January 2008.

Pursuant to the EIT Law, enterprises that are established under laws of foreign countries
and regions (including Hong Kong, Macau and Taiwan) but whose “de facto management
organisation” are within the territory of the PRC shall be PRC tax resident enterprises for the
purpose of the EIT Law and they shall pay enterprise income tax at the rate of 25 per cent. in
respect of their income sourced from both within and outside the PRC. If the relevant PRC tax
authorities decide, in accordance with applicable tax rules and regulations, that the Issuer’s “de
facto management organisation” is within the territory of the PRC, it may be held to be a PRC
tax resident enterprise for the purpose of the EIT Law and be subject to enterprise income tax at
the rate of 25 per cent. for its income sourced from both within and outside the PRC. As at the
date of this Offering Circular, the Issuer confirms that it has not received notice or been
informed by the PRC tax authorities that it is considered as a PRC tax resident enterprise for the
purpose of the EIT Law. However, there is no assurance that the Issuer will not be treated as a
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PRC tax resident enterprise under the EIT Law in the future. Pursuant to the EIT Law, any
non-resident enterprise without an establishment within the PRC or whose income has no actual
connection to its establishment within the PRC, shall be required to pay an income tax at the
rate of 10 per cent. on the income sourced inside the PRC. Such income tax shall be withheld by
the PRC payer that is acting as the obligatory withholder and such PRC payer shall withhold the
tax amount from each payment or payment due.

Although as confirmed by the Issuer, as of the date of this Offering Circular, the Issuer has
not been notified informed by the PRC tax authorities that it is considered as a PRC tax resident
enterprise for the purpose of the EIT Law, in the event the Issuer is deemed to be a PRC tax
resident enterprise by the PRC tax authorities in the future, it will be required to withhold
income tax from the payments of interest in respect of the Bonds for any non-PRC Bondholder.
However, despite the potential withholding of the PRC tax by the Issuer, the Issuer has agreed to
pay additional amounts to holders of the Bonds so that holders of the Bonds would receive the
full amount of the scheduled payment, as further set out in the “Terms and Conditions of the
Bonds’.

Non-PRC Bondholders will not be subject to the PRC tax on any capital gains derived from
a sale or exchange of Bonds consummated outside the PRC between non-PRC Bondholders,
except however, if the Issuer is treated as a PRC tax resident enterprise under the EIT Law and
related implementation regulations in the future, any gain realised by the non-PRC Bondholders
from the transfer of the Bonds may be regarded as being derived from sources within the PRC
and accordingly would be subject to up to 10 per cent. of PRC withholding tax. No PRC stamp
duty will be imposed on non-PRC Bondholders either upon issuance of the Bonds or upon a
subsequent transfer of Bonds. No PRC stamp duty will be chargeable upon the issue or transfer
(for so long as the register of Bondholders is maintained outside the PRC) of a Bond.

If the Guarantor makes any payments in respect of interest on the Bonds under the Deed of
Guarantee, the Guarantor will be obliged to withhold PRC enterprise income tax at the rate of up
to 10 per cent. on such payments to non-PRC resident enterprise Bondholders as such payments
will be regarded as being derived from sources within the PRC. The Guarantor will pay
additional amounts to holders of the Bonds so that holders of the Bonds would receive the full
amount of the scheduled payments of interest, as further set out in the “ Terms and Conditions of
the Bonds”.

On 23 March 2016, the Ministry of Finance and the SAT issued Circular 36, which
confirmed that business tax has been 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 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,
whether the provision of loans to the Issuer could be considered as services provided within the
PRC, which in turn 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 PRC tax resident
enterprise under the EIT Law. PRC tax authorities could take the view that the holders of the
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Bonds are providing loans within the PRC because the Issuer is treated as PRC tax resident
enterprise. In which case, the issuance of the Bonds could be regarded as the provision of
financial services within the PRC and subject to VAT.

If the Issuer is treated as PRC tax resident enterprise and if PRC tax authorities take the
view that the holders of the Bonds are providing loans within the PRC, or if the interest
component of the amount payable by the Guarantor to the Bondholders under the Deed of
Guarantee is viewed as interest income arising within the territory of the PRC, the holders of the
Bonds shall be subject to VAT at the rate of 6 per cent. and certain surcharges (if any) when
receiving the interest payments under the Bonds. Given that the Issuer or the Guarantor pays
interest income to Bondholders who are located outside of the PRC, the Issuer or the Guarantor
will be obliged to withhold VAT and local levies from the payment of interest income and pay
additional amounts to Bondholders who are located outside of the PRC.
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SUBSCRIPTION AND SALE

The Issuer and the Guarantor have entered into a subscription agreement with the Managers
dated 21 November 2022 (the “Subscription Agreement”) pursuant to which and subject to
certain conditions contained in the Subscription Agreement, the Issuer has agreed to issue and
the Managers have severally and not jointly agreed to subscribe and pay for, or to procure
subscribers to subscribe and pay for, the principal amount of the Bonds as set forth opposite
their names in the following table.

Principal amount
of the Bonds to

Managers be subscribed
(US$)

CCB International Capital Limited .............................. 50,000,000
Hua Xia Bank Co., Limited Hong Kong Branch . ................... 10,000,000
China Everbright Bank Co., Ltd., Hong Kong Branch................ 10,000,000
CEB International Capital Corporation Limited. .. .................. 10,000,000
Bank of Communications Co., Ltd. Hong Kong Branch. . . ............ 10,000,000
CNCB (Hong Kong) Capital Limited . . ......... ... ... .......... 10,000,000
Luso International Banking Limited. . ............... ... .......... 10,000,000
Huatai Financial Holdings (Hong Kong) Limited. ................... 10,000,000
Guolian Securities International Capital Co., Ltd. . .................. 10,000,000
Shanghai Pudong Development Bank Co., Ltd., Hong Kong Branch.. . . .. 10,000,000
Shenwan Hongyuan Securities (H.K.) Limited. ... .................. 10,000,000
China Galaxy International Securities (Hong Kong) Co., Limited. . ... .. 10,000,000
China International Capital Corporation Hong Kong Securities Limited . . 10,000,000
Guotai Junan Securities (Hong Kong) Limited. . .................... 10,000,000
Zhongtai International Securities Limited . ........................ 10,000,000
Haitong International Securities Company Limited . ................. 10,000,000
Total. . o 200,000,000

The Managers are offering the Bonds in accordance with the terms of the Subscription
Agreement and subject to certain conditions contained in the Subscription Agreement, including,
inter alia, the receipt by the Managers of documentation related to the issuance and sale of the
Bonds and legal opinions. The Subscription Agreement may be terminated by the Managers in
certain circumstances at any time prior to payment of the subscription monies of the Bonds to
the Issuer. The Subscription Agreement provides that the Issuer and/or the Guarantor will
indemnify the Managers and their affiliates against certain liabilities in connection with the offer
and sale of the Bonds.

The Issuer and/or the Guarantor will pay the Managers' customary fees and commissions in
connection with the offering and will reimburse the Managers for certain fees and expenses
incurred in connection with the offering.

The Managers propose initially to offer the Bonds at the Issue Price set forth on the cover

page of this Offering Circular and for resale in transactions not requiring registration under the
Securities Act pursuant to Regulation S.

— 148 -



If ajurisdiction requires that the issue of the Bonds be made by a licenced broker or dealer
and the Managers or any affiliate of the Managers is a licenced broker or dealer in that
jurisdiction, the issue of the Bonds shall be deemed to be made by such Manager or such
affiliate on behalf of the Issuer and/or the Guarantor in such jurisdiction.

PRICE STABILISATION AND SHORT POSITIONS

In connection with the issue of the Bonds, the Stabilisation Manager(s) or any person
acting on behalf of the Stabilisation Manager(s) may, to the extent permitted by applicable laws
and directives, over-allot the Bonds or effect transactions with a view to supporting the price of
the Bonds at a level higher than that which might otherwise prevail, but in so doing, the
Stabilisation Manager(s) or any person acting on behalf of the Stabilisation Manager(s) shall act
as principal and not as agent of the Issuer and/or the Guarantor. However, there is no assurance
that the Stabilisation Manager(s) or any person acting on behalf of the Stabilisation Manager(s)
will undertake stabilisation action. Any loss or profit sustained as a consequence of any such
overallotment or stabilisation shall be for the account of the Managers.

Neither the Issuer, the Guarantor nor the Managers make any representation or prediction
as to the direction or magnitude of any effect that the transactions described above may have on
the price of the Bonds. In addition, neither the Issuer, the Guarantor nor the Managers make any
representation that any Manager or its agent will engage in such transactions or that such
transactions, once commenced, will not be discontinued without notice.

OTHER RELATIONSHIPS

Each of the Managers or its affiliates may place orders, receive allocations and purchase
the Bonds for its or its own account and enter into transactions, including, without limitation,
credit derivatives, including asset swaps, repackaging and credit default swaps relating to the
Bonds or the securities of the Guarantor and its subsidiaries or associates and the other members
of the Group at the same time as the offer and sale of the Bonds or in secondary market
transactions. Such transactions would be carried out as bilateral trades with selected
counterparties and separately from any existing sale or resale of the Bonds to which this
Offering Circular relates (notwithstanding that such selected counterparties may also be
purchaser of the Bonds). Each Manager and/or its affiliate(s) may purchase Bonds and be
allocated Bonds for asset management and/or proprietary purposes, acting as investor for their
own accounts and not with a view to distribution, and may in that capacity may retain, purchase
or sell for its own account such securities and any securities of the Issuer, the Guarantor or
related investments and may offer or sell such securities or other investments otherwise than in
connection with the offering of the Bonds. Accordingly, references herein to the Bonds being
“offered” should be read as including any offering of the Bonds to the Managers and/or their
respective affiliates acting in such capacity. Such persons do not intend to disclose the extent of
any such investment or transactions otherwise than in accordance with any legal or regulatory
obligation to do so. Furthermore, it is possible that only a limited number of investors may
subscribe for a significant proportion of the Bonds. If this is the case, liquidity of trading in the
Bonds may be constrained. The Issuer, the Guarantor and the Managers are under no obligation
to disclose the extent of the distribution of the Bonds amongst individual investors, otherwise
than in accordance with any applicable legal or regulatory requirements.
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In the ordinary course of their various business activities, the Managers and their respective
affiliates make or hold a broad array of investments and actively trade debt and equity securities
(or related derivative securities) and financial instruments (including bank loans) for their own
account and for the accounts of their customers, and may at any time hold long and short
positions in such securities and instruments. Such investment and securities activities may
involve securities and instruments of the Issuer and/or the Guarantor, including the Bonds and
could adversely affect the trading prices of the Bonds. The Managers and their affiliates may
make investment recommendations and/or publish or express independent research views
(positive or negative) in respect of the Bonds or other financial instruments of the Issuer and/or
the Guarantor, and may recommend to their clients that they acquire long and/or short positions
in the Bonds or other financial instruments.

The Managers and their affiliates are full service financial institutions engaged in various
activities which may include securities trading, commercial and investment banking, financial
advisory, investment management, principal investment, hedging, financing and brokerage
activities. The Managers and their affiliates have engaged in, and may in the future engage in,
investment banking and other commercial dealings in the ordinary course of business with the
Guarantor or its subsidiaries, jointly controlled entities or associates or other members of the
Group from time to time. They have received, and may in the future receive, customary fees and
commissions for these transactions. In addition to the transactions noted above, the Managers
and their affiliates may, from time to time, engage in other transactions with, and perform
services for, the Guarantor or its subsidiaries, jointly controlled entities or associates or other
members of the Group in the ordinary course of their business. In addition, the Managers and
certain of their respective subsidiaries and affiliates may hold shares or other securities in the
Issuer and/or the Guarantor as beneficial owners, on behalf of clients or in the capacity of
investment advisors.

SELLING RESTRICTIONS TO THE OFFERING
General

The distribution of this Offering Circular or any offering material and the offering, sale or
delivery of the Bonds is restricted by law in certain jurisdictions. Therefore, persons who may
come into possession of this Offering Circular or any offering material are advised to consult
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 or will be taken in any jurisdiction by the Issuer, the Guarantor or the
Managers that would permit a public offering, or any other offering under circumstances not
permitted by applicable law, of the Bonds, or possession or distribution of this Offering Circular,
any amendment or supplement thereto issued in connection with the proposed resale of the
Bonds or any other offering or publicity material relating to the Bonds, in any country or
jurisdiction where action for that purpose is required. Accordingly, the Bonds may not be offered
or sold, directly or indirectly, and neither this Offering Circular nor any other offering material
or advertisements in connection with the Bonds may be distributed or published, by the Issuer,
the Guarantor or the Managers, in or from any country or jurisdiction, except in circumstances
which will result in compliance with all applicable rules and regulations of any such country or
jurisdiction and will not impose any obligations on the Issuer, the Guarantor or the Managers.
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United States

The Bonds have not been and will not be registered under the Securities Act and, subject to
certain exceptions, may not be offered or sold within the United States. The Bonds are being
offered and sold outside of the United States in reliance on Regulation S.

The Bonds are being offered and sold outside of the United States in reliance on Regulation

In addition, until 40 days after the commencement of the offering of the Bonds, an offer or
sale of Bonds within the United States by any a dealer (whether or not participating in the
offering) may violate the registration requirements of the Securities Act.

United Kingdom
Each Manager has represented, warranted and agreed that:

(a) (i) it is a person whose ordinary activities involve it in acquiring, holding, managing
or disposing of investments (as principal or agent) for the purposes of its business and
(ii) it has not offered or sold and will not offer or sell the Bonds other than to persons
whose ordinary activities involve them in acquiring, holding, managing or disposing
of investments (as principal or as agent) for the purposes of their businesses or who it
is reasonable to expect will acquire, hold, manage or dispose of investments (as
principal or agent) for the purposes of their businesses where the issue of the Bonds
would otherwise constitute a contravention of Section 19 of the FSMA by the Issuer or
the Guarantor;

(b) 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 Financial Services and Markets Act
2000 (the “FSMA™)) received by it in connection with the issue or sale of the Bonds
in circumstances in which Section 21(1) of the FSMA does not apply to the Issuer or
the Guarantor; and

(c) it has complied and will comply with all applicable provisions of the FSMA with
respect to anything done by it in relation to the Bonds in, from or otherwise involving
the United Kingdom.

The PRC
Each Manager has represented and agreed that the Bonds are not being offered or sold and
may not be offered or sold, directly or indirectly, in the People’s Republic of China (for such

purposes, not including the Hong Kong and Macau Special Administrative Regions or Taiwan),
except as permitted by the securities laws of the People’s Republic of China.
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Hong Kong
Each Manager has represented, warranted and agreed that:

(@) it has not offered or sold and will not offer or sell in Hong Kong, by means of any
document, any Bonds other than (a) to “professional investors” as defined in the
Securities and Futures Ordinance (Cap. 571) of Hong Kong (the “SFO”) and any rules
made under the SFO; or (b) in other circumstances which do not result in the
document being a “prospectus’ as defined in the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Cap. 32) of Hong Kong (the “C(WUMP)QO”) or
which do not constitute an offer to the public within the meaning of the C(WUMP)O;
and

(b) it has not issued or had in its possession for the purposes of issue, and will not issue
or have in its possession for the purposes of issue, whether in Hong Kong or
elsewhere, any advertisement, invitation or document relating to the Bonds, which is
directed at, or the contents of which are likely to be accessed or read by, the public of
Hong Kong (except if permitted to do so under the securities laws of Hong Kong)
other than with respect to Bonds which are or are intended to be disposed of only to
persons outside Hong Kong or only to “professional investors” as defined in the SFO
and any rules made under the SFO.

Singapore

Each Manager has acknowledged that this Offering Circular has not been registered as a
prospectus with the Monetary Authority of Singapore. Accordingly, each Manager has
represented and agreed that it has not offered or sold any Bonds or caused the Bonds to be made
the subject of an invitation for subscription or purchase and will not offer or sell any Bonds or
cause the Bonds to be made the subject of an invitation for subscription or purchase, and has not
circulated or distributed, nor will it circulate or distribute, this Offering Circular or any other
document or material in connection with the offer or sale, or invitation for subscription or
purchase, of the Bonds, 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 Bonds are subscribed or purchased under Section 275 of the SFA by a relevant
person which is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the
SFA)) the sole business of which is to hold investments and the entire share capital of
which is owned by one or more individuals, each of whom is an accredited investor;
or
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(b) atrust (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 Bonds pursuant to an offer made under
Section 275 of the SFA except:

(i) to an institutional investor or to a relevant person, or to any person arising from an
offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(ii) where no consideration is or will be given for the transfer;
(ifii) where the transfer is by operation of law;
(iv) as specified in Section 276(7) of the SFA; or

(v) as specified in Regulation 37A of the Securities and Futures (Offers of Investments)
(Securities and Securities-based Derivatives Contracts) Regulations 2018.

Singapore SFA Product Classification: In connection with Section 309B of the SFA and the
Securities and Futures (Capital Markets Products) Regulations 2018 of Singapore (the “ CMP
Regulations 2018”), the Issuer has determined, and hereby notifies all relevant persons (as
defined in Section 309A(1) of the SFA), that the Bonds are ‘prescribed capital markets products’
(as defined in the CMP Regulations 2018) and Excluded Investment Products (as defined in MAS
Notice SFA 04-N12: Notice on the Sale of Investment Products and MAS Notice FAA-N16: Notice
on Recommendations on Investment Products).

Notice to capital market intermediaries and prospective investors pursuant to paragraph 21
of the Hong Kong SFC Code of Conduct — Important Notice to CMIs (including private
banks)

This notice to CMIs (including private banks) is a summary of certain obligations the Code
imposes on CMIs, which require the attention and cooperation of other CMIs (including private
banks). Certain CMIs may also be acting as OCs for the offering and are subject to additional
requirements under the Code.

Prospective investors who are the directors, employees or major shareholders of the Issuer,
the Guarantor, a CMI or its group companies would be considered under the Code as having an
Association with the Issuer, the Guarantor, the CMI or the relevant group company. CMIs should
specifically disclose whether their investor clients have any Association when submitting orders
for the Bonds. In addition, private banks should take all reasonable steps to identify whether
their investor clients may have any Associations with the Issuer, the Guarantor or any CMI
(including its group companies) and inform the Joint Lead Managers accordingly.

CMIs are informed that the marketing and investor targeting strategy for the offering
includes Professional Investors such as banks, securities firms, asset management companies,
mutual funds, hedge funds, sovereign wealth funds, pension funds, insurance companies, family
offices, high net worth individuals, private banks and other institutional investors, in each case,
subject to the selling restrictions set out elsewhere in this Offering Circular.
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CMIs should ensure that orders placed are bona fide, are not inflated and do not constitute
duplicated orders (i.e. two or more corresponding or identical orders placed via two or more
CMIs). CMlIs should enquire with their investor clients regarding any orders which appear
unusual or irregular. CMIs should disclose the identities of all investors when submitting orders
for the Bonds (except for omnibus orders where underlying investor information should be
provided to the OCs when submitting orders). Failure to provide underlying investor information
for omnibus orders, where required to do so, may result in that order being rejected. CMIs
should not place “X-orders” into the order book.

CMIs should segregate and clearly identify their own proprietary orders (and those of their
group companies, including private banks as the case may be) in the order book and book

messages.

CMIs (including private banks) should not offer any rebates to prospective investors or
pass on any rebates provided by the Issuer or the Guarantor. In addition, CMIs (including private
banks) should not enter into arrangements which may result in prospective investors paying
different prices for the Bonds.

The Code requires that a CMI disclose complete and accurate information in a timely
manner on the status of the order book and other relevant information it receives to targeted
investors for them to make an informed decision. In order to do this, those Joint Lead Managers
in control of the order book should consider disclosing order book updates to all CMIs.

When placing an order for the Bonds, private banks should disclose, at the same time, if
such order is placed other than on a “principal” basis (whereby it is deploying its own balance
sheet for onward selling to investors). Private banks who do not provide such disclosure are
hereby deemed to be placing their order on such a “principal” basis. Otherwise, such order may
be considered to be an omnibus order pursuant to the Code. Private banks should be aware that
placing an order on a “principal” basis may require the Joint Lead Managers to apply the
“proprietary orders” of the Code to such order and will require the Joint Lead Managers to apply
the “rebates” requirements of the Code (if applicable) to such order.

In relation to omnibus orders, when submitting such orders, CMIs (including private banks)
are requested to provide the following underlying investor information, preferably in Excel
Workbook format, in respect of each order constituting the relevant omnibus order (failure to
provide such information may result in that order being rejected). To the extent information
being disclosed by CMIs and investors is personal and/or confidential in nature, CMIs (including
private banks) agree and warrant: (A) to take appropriate steps to safeguard the transmission of
such information to the OCs; and (B) that they have obtained the necessary consents from the
underlying investors to disclose such information to the OCs. By submitting an order and
providing such information to the OCs, each CMI (including private banks) further warrants that
they and the underlying investors have understood and consented to the collection, disclosure,
use and transfer of such information by the OCs and/or any other third parties as may be
required by the Code, including to the Issuer, the Guarantor, relevant regulators and/or any other
third parties as may be required by the Code, for the purpose of complying with the Code,
during the bookbuilding process for the offering. CMIs that receive such underlying investor
information are reminded that such information should be used only for submitting orders in the
offering. The Joint Lead Managers may be asked to demonstrate compliance with their
obligations under the Code, and may request other CMIs (including private banks) to provide
evidence showing compliance with the obligations above (in particular, that the necessary
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consents have been obtained). In such event, other CMIs (including private banks) are required
to provide the relevant Joint Lead Manager with such evidence within the timeline requested.

Name of CMI submitting order . ..
Name of prospective investor . . . ..

Type of unique identification of
prospective investor ..........

Unique identification number of
prospective investor ..........

Order size (and any price limits) . .

project_connection2022@ccbintl.com

U.S.$200,000,000 6.75 per cent. Guaranteed Green Bonds
due 2023

21 November 2022

For individual investor clients, indicate one of the
following:

(i) HKID card; or
(i) national identification document; or
(ifi) passport.

For corporate investor clients, indicate one of the
following:

(i) legal entity identifier (LEI) registration; or
(if) company incorporation identifier; or

(iti) business registration identifier; or

(iv) other equivalent identity document identifier.

Indicate the unique identification number which
corresponds with the above “type” of unique
identification
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Other information:

— Associations . ...............

— Proprietary Orders ...........

— Duplicated Orders (i.e. two or
more corresponding or identical
orders placed via two or more
CMIS) ...

Contact Information of CMI
submitting the order .. ........

Identify any “ Associations* (as used in the Code) and, if
any Associations identified, provide sufficient information
to enable the OCs to assess whether such order may
negatively impact the price discovery process.

Identify if this order is a “ Proprietary Order* (as used in
the Code) and, if so, provide sufficient information to
enable the OCs to assess whether such order may
negatively impact the price discovery process.

If the prospective investor has placed an/any order(s) via
other CMIs in this offering, identify if this order is (i) a
separate/unique order or (ii) a duplicated order.

Provide 24-hour contact details (telephone and email) of
relevant individual (s) who may be contacted in relation to
this order.
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SUMMARY OF CERTAIN DIFFERENCES BETWEEN PRC GAAP AND IFRS

The analysis below is not meant to be an exhaustive description of all significant
differences between PRC GAAP and IFRS. In making an investment decision, investors must rely
upon their own examination of the Issuer, the Company, the Group, the terms of the offering and
the financial information included herein. Potential investors should consult their own
professional advisors for an understanding of any differences that may exist between PRC GAAP
and IFRS, and how those differences might affect the financial information included herein.

The consolidated financial statements of the Company included in this Offering Circular
have been prepared and presented in accordance with PRC GAAP. PRC GAAP is substantially in
line with IFRS, except for certain modifications which reflect China's unique circumstances and
environment. The following is a general summary of certain differences between PRC GAAP and
IFRS on recognition and presentation as applicable to the Company. The differences identified
below are limited to those significant differences that are appropriate to the Company’s
consolidated financial statements. The Company is responsible for preparing the summary below.
Since the summary is not meant to be exhaustive, there is no assurance regarding the
completeness of the summary. The Company has not prepared a complete reconciliation of the
consolidated financial information and related footnote disclosure between PRC GAAP and IFRS
and has not quantified such differences. Had any such quantification or reconciliation been
undertaken by the Company, other potentially significant accounting and disclosure differences
that are not identified below may have been required. Additionally, no attempt has been made to
identify possible future differences between PRC GAAP and IFRS as a result of prescribed
changes in accounting standards. Regulatory bodies that promulgate PRC GAAP and IFRS have
significant projects ongoing that could affect future comparisons such as this one. Finally, no
attempt has been made to identify future differences between PRC GAAP and IFRS that may
affect the financial information as a result of transactions or events that may occur in the future.
Accordingly, no assurance is provided that the following summary of differences between PRC
GAAP and IFRS is complete. In making an investment decision, Investors must rely upon your
own examination of the Company, the terms of the offering and other disclosure contained
herein. Investors should consult their own professional advisors for an understanding of the
differences between PRC GAAP and IFRS and/or between PRC GAAP and other generally
accepted accounting principles, and how those differences might affect the financial information
contained herein.

(1) Classification of difference between fair value and carrying amount of land on transfer
Under PRC GAAP, the difference between fair value and carrying amount of land on a
transfer date is recognised under capital surplus. However, under IFRS, the difference between
fair value and carrying amount of land on a transfer date is recognised under retained earnings.
(2) Classification of land value added tax
Under PRC GAAP, land value added tax is recognised under business taxes and surcharges

in the income statement. However, under |FRS, land value added tax is recognised under income
tax expenses in the income statement.
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GENERAL INFORMATION

Clearing Systems:. The Bonds have been accepted for clearance through Euroclear and
Clearstream under Common Code of 252554823 and the ISIN Code for the Bonds is
XS52525548231.

Authorisations: The Issuer and the Company have obtained all necessary consents,
approvals and authorisations in connection with the issue and performance of the Bonds
and the provision of the Guarantee of the Bonds (as the case may be). The issue of the
Bonds was authorised by resolutions of the directors of the Issuer passed on 5 August 2022.
The Guarantee of the Bonds was authorised by resolutions of the Board of Directors of the
Company passed on 9 May 2022.

No Material Adverse Change: Except as disclosed in this Offering Circular, there has been
no material adverse change in the financial or trading position or prospects of the Company
and the Group since 31 December 2021 and of the Issuer since its date of incorporation.

Litigation: None of the Issuer, the Company or any other member of the Group is involved
in any litigation or arbitration proceedings that the Issuer or the Company, as the case may
be, believes are material in the context of the Bonds, nor is either of the Issuer or the
Company aware that any such proceedings are pending or threatened.

Available Documents: Copies of the Company’s audited consolidated financial statements
for the years ended 31 December 2020 and 2021, opinions from legal advisers, the Trust
Deed, the Agency Agreement and the Deed of Guarantee will be available for inspection
from the Issue Date at the specified office of the Principal Paying Agent upon proof of
holding and with prior appointment, during normal business hours, so long as any of the
Bonds is outstanding.

Financial Statements: The Company’s 2020 Consolidated Financial Statements and 2021
Consolidated Financial Statements, which are included elsewhere in this Offering Circular,
have been audited by Pan-China Certified Public Accountants LLP, respectively, as stated
in its audit reports or review report appearing herein.

Listing of Bonds: Application will be made to the Hong Kong Stock Exchange for the
listing of, and permission to deal in, the Bonds by way of debt issues to Professional
Investors only. Such permission is expected to become effective on or about 29 November
2022.
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ARSI ITEFE S AL R Ar

Pan-China Certi fied Public Accountants Shandong Branch

Auditor’s Report

PCCPAAR SHANDONG [2022] No. 464

To the Shareholders of Jinan Rail Transit Group Co., Ltd.:

I. Audit Opinion

We have audited the accompanying fmancial statements of Jinan Rail Transit Group
Co., Ltd. (the “Company™), which comprise the consolidated and parent company
balance sheets as at December 31, 2021, the consolidated and parent company income
statements, the consolidated and parent company cash flow statements, and the
consolidated and parent company statements of changes in equity for the year then

ended, as well as notes to financial staiements.

In our opinion, the attached financial statements present fairly, m all material respects,
the financial position of the Company as at December 31, 2021, and of its financial
performance and its cash flows for the year then ended in accordance with China

Accounting Standards for Business Enterprises.

I1. Basis for Audit Opinion

We conducted our audit in accordance with China Standards on Auditing. Our
responsibilities under those standards are further described i the Certified Public
Accountant’s Responsibilities for the Audit of the Financial Statements section of our
report. We are independent of the Company in accordance with the China Code of
Ethics for Certified Public Accountants, and we have fulfilled other ethical
responsibilities. We believe that the audit evidence we have obtained is sufficient and

appropriate to provide a basis for our audit opinion.

111. Responsibilities of the Management and Those Charged with Governance for
the Financial Statements

The Company’s management (the “Management”) is responsible for preparing and
presentg fairly the financial statements in accordance with China Accounting
Standards for Business Enterprises, as well as designing, implementing and

maintaining internal control relevant to the preparation of financial statements that are
Heht: FRETRARMIREE - 1 ESFAERFLTE | 18R
Page 1 of 98 Add: 17th and 18th Floor, East Block, Jinyu Building,
No. 3-1 East Jiefang Read, Jinan, China.
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free from material misstatement, whether due to fraud or error.

In preparing the financial statements, the Management is responsible for assessing the
Company’s ability to continue as a going concern, disclosing, as applicable, matters
related to going concern and using the going concern basis of accounting unless the
Management either intends to liquidate the Company or to cease operations, or has no

realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Company’s

financial reporting process.

IV. Certified Public Accountant’s Responsibilities for the Audit of the Financial
Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinion. Reasonable assurance
is a high level of assurance, but is not a guarantee that an audit conducted in
accordance with China Standards on Auditing will always detect a material
misstatement when it exists. Misstatement can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users taken on the basis of these

financial statements.

We exercise professional judgment and maintain professional skepticism throughout

the audit performed in accordance with China Standards on Auditing. We also:

(I) Identify and assess the risks of material misstatement of the financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those
risks, and obtain audit evidence that is sufficient and appropriate to provide a basis for
our opinion. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery,

intentional omissions, misrepresentations, or the override of internal control.

(II) Obtain an understanding of internal control relevant to the audit in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of

expressing an opinion on the effectiveness of the Company’s internal control.

(I11) Evaluate the appropriateness of accounting policies used and the reasonableness

of accounting estimates and related disclosures made by the Management.

(IV) Conclude on the appropriateness of the Management’s use of the going concern
Page 2 of 98
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basis of accounting and, based on the audit evidence obtained, whether a material
uncertainty exists related to events or conditions that may cast significant doubt on the
Company’s ability to continue as a going concern. If we conclude that a material
uncertainty exists, we are required to draw attention in our auditor’s report to the
related disclosures in the financial statements or, if such disclosures are inadequate, to
modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the

Company to cease to continue as a going concern.

(V) Evaluate the overall presentation, structure and content of the financial statements,
and whether the financial statements represent the underlying transactions and events

in a manner that achieves fair presentation.

(VI) Obtain sufficient and appropriate audit evidence regarding the financial
information of the entities or business activities within the Company to express an
opinion on the financial statements. We are responsible for the direction, supervision
and performance of the group audit. We remain sole responsibility for our audit

opinion.

We communicate with those charged with governance regarding the planned audit
scope, time schedule and significant audit findings, including any deficiencies in

internal control of concern that we identify during our audit.

e I
Pan-Chin: LP  Chinese Certified Public Accountant | ;Vﬂ”’/
(Engagement Partner) '

Chinese Certified Public Acoomtan;% ib | P,%

Date of Report: March 7, 2022

The auditor’s report and (he accompanying financial statements are English transtations of the Chinese auditor’s
report and statutory [financial statements prepared under accounting principles and practices generally accepted in
the People’s Republic of China, These financial statements are not intended to present the financial position and
results of operations and cash flows in accordance with accounting principles and practices generally accepted in
other countries and jurisdictions. In case the English version does not conform to the Chinese version, the Chinese
version prevails.
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Consolidated Balance Sheet

31-Dec-21
Table 01
Prepared by: Jinan Rail Transit Group Co., Ltd. Unit: RMB
Assets I;::E Closing balance C]“s';;gs t":e':'r‘“ of Liabilities & Equity I:’;e Closing balance C"’s'l';itb;:::“ of
Current Assets: Current liabilities;
Cash and bank balances 1 9,787,848,362.42 7,109,251,879.26 | Short-term borrowings 24 1,088,160,330.14 747,039,236.09
Seitlement funds Central bank foans
Loans to other banks Loans from other banks
Held-lor-trading financial Helg-for-trading financial
assels lizbilities
Financial assets af fair value Financial liabilities at fair value
through profit or loss through profit er loss
Derivative financial assets Dernivative financial lizbilities
Notes receivable 2 140,383,837.34 27,526,521.00 | Notes payable 25 | 2,670,368,560.49 378,375,637.36
Accounts receivable 3 1,522,555,717.57 1,049,787.424.68 | Accounls payable 26 | 4,858,449,643.12 1,687,104.423.59
Receivables financing 4 123,982,267.03 Advances received 27 21,744,267.96 44,175,342.55
Advances paid 5 1,544,340,845.50 2,067,624,534.35 | Contract liabilities 28 £9t,912,058.29
Premiums receivable Financial liabilities under repo
Reinsurance accounts Absorbing deposil and
receivable interbank deposit
Recinsurance reserve Dreposit for agency security
receivable transaction
Olher receivables 6 | 635046569814 | 5050304721 32 | Deposit [oragency seourity
underwriting
. :p “;a“‘“al assets under reverse Empioyez bencfits payable 29 297,969,941.80 108,969,094.23
Inveniories 7 4,263,406,325 88 1,039,755,666.71 | Taxes and sucharges payable | 30 47,745,305.96 24,064,949.87
Contract asscls Other payables 31 502,280,466.08 1,071,649,406.34
Asscts hald for sale Handling fee and commission
payable
Non-current asseis due within Reinsurance accounts payable
one year
Other current assets 8 3,651,156,938.95 1,946,160,519.86 | Liabilities held for sale
Total current assets 27384139992 83 | 18,890,501, 267.18 | ou-curent liabilities duc 32| 4,810,893290.44 |  2,555.088.572.15
within one year
Other current liabilities 33 4,435,027,041,65 4.,080,521,944.44
Total current liabilities 18,954,550,905,93 10,696,988,606.62
Non-current liabilities:
Insurance contract reserve
Long-term borrowings 34 54,646,090,000.00 37,196,300,000.00
Bonds payable EX] 18,665,570,154.63 11,753,976,790.60
Inclnding: Preferred shares
Perpetual bonds
Lease liabilities 34 528,767,315.18
Non-current assets: Long-term payables 37 | 20,389,968,438.67 20,727,400,000.00
Loans and advances paid Long-term employee benefits
payable
Debt invesiments Estimated liabilities
a_;::’;ﬂ“ble‘f"r‘sal“ financial | o 623 ,470,000.00 | Deferred income 8 27,281,382.78 i0,456,126.38
Other debt investments Deferred tax liabilities 22 2,492,399 .20 2,921,043.12
Held-to-maturity investments Other non-current liabilities
Long-term receivable Total non-current liabilities 94,260,169,69¢.46 69,691,053,960.10
Long-term equily investments| 10 892,234 648.75 349,997.893.74 Total liabilities 113,214,720,596.39 80,388,042 566,72
Other equify instrument )
mveslme?“s‘y 1 625,986,390.00 Equity:
agfl’:‘ non-current financial | -, 26,000,000.00 Share capital/Paid-in capital | 39 | 15,000,000,000.00 |  15,000,000,000.00
Investment properly 13 102,733,611.03 Other equity instruments 40 | 13,360,000,000.00 6,900,000,000.00
Fixed assets 14 539,758,364.99 242.651,591.88 Including: Preferred shares
Construction in progress 15 90,477,673,261 61| 62,953,828,697.02 Perpetual bonds 8.,900,000,000.00 6,900,000,000.00
Productive biological assels 16 330,000.00 Capital reserve 41 5,048,281,035.66 2,708,408,082.33
Oil & gas assets Less: Treasury shares
Right-of-use assets 17 1,118,158,445.85 Other comprehensive income
Intangible assets 18 155,133,655.56 131,351,664.99 | Special reserve 42 4.193,187.09
Development expenditures 19 2,604,162.38 Surplus reserve 43 6,981,095.23 6.981.095.23
Goodwill 20 77,899,826.12 75,308,738.93 | General risk reserve
Leng-term prepayrnenls 21 8,533,817.92 3,207,515.38 | Undistributed profit 44 87,919,6331.60 50,035,044.79
Deferred tax assels 2 14,796,190,38 10,966,516.59 | [°1al equity atmibutable ta the 3410737495158 | 24.665424,222 35
parcatl compeny
Olher non-current assets 23 31,351,438,444.7% |  25,133,779.991.25 | Non-coutrolling inlerest 5,455,325,264.24

Total non-current assets

125,393 280,819.38

80,526,562,609.78

Total equity

39,562,700,215.82

1,363,597,087.89
28,029,021,310.24

Total assest

152,777,420,812.21

108,417,063,876.96

Taotal liabilities & eguity

152,777,420,812.21

10%8,417.063,876.96

Legal representative:

Officer in charge of accounting:
Page 4 o[98
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Parent Company Balance Sheet

31-Dec-21
Table 01
Prepared by: Jinan Rail Transit Group Co., Ltd. Unit: RMB
Assets ];;::f Closing balance Clusi::l[itb::::ce of Liabilities and Equity l\]::]t.e Closing balance Clnsi;gsth;:::cc of
Current Assefs: Current liabilities:
Cash and bank balances 2,608,000,351.50 | 1,550,801,638.36 | Short-term borrowings 300,358,875.00 100,000,000.00
Held-for-trading financial Held-for-trading financial
assets liabilities
Derivative financial assets Derivative financtal liabilities
Notes receivable Notes payable
Accounts receivable Accounts payable 8.947.60
Receivables financing Advances received
Advances paid Contract liahilities
Other receivables 59,494,353,855.20 | 42,494,565,511.53 | Employees benefits payable
Inventories Taxes and surcharges payable 10,850.71 5,200.00
Contract assets Other payables 3.,062,950.00 808,148,381 54
Assets held for sale Liabilities held for sale
w?;?::;e;;ssm due wr;ltz‘i’:‘:;e;:;“b”’““ due 2,910,982,857.03 | 1,108,100,000.00
Other current assets Other current liabilities 3,520,784,445.78 | 3,498,031,944.44
Total current assets 62,102,354,206.70 | 44,045,367,149 89 Total carrent liahilities 6,735,208.926.12 | 5,514.285,525 98
Non-current liabilities:
Long-term borrowings 5,176,150,000.00 | 2,262,900,000.00
Bonds payable 18.665,570,154 63 | 11,753,976,790.60
Including; Preferred shares
Perpetual bonds
Non-current asscts: Lease liabilitics
Debt investments Long-term payables 18,271,225,753.43 | 16,395,740,000.00
aSAS::asilable-for-sale financial 300,000.00 p;.;;izem empioyee benefits
Other deht investments Estimated liabilities
Long-term receivahle Deferred Income 14,243256.37 10,040,519.77
u:‘v:fﬂfzr'z equity 1 |20,984,681.056.59 | 16,467,681,056.59 | Deferred tax liabilities
isi:ﬂ::sity instrument 1,000,000.00 Other non-carrent liablities
ﬂgz‘sr non-current financial 26,000,000.00 Total non-current liabilities 42,127,189,164.43 | 30,422,657,310.37
Investmnent property Total liabilities 48,862,398.090.55 | 35,936,942,836.35
Fixed assels 164,634.51 32,437.12 |Equity:
Construction in progress Share capital/Paid-in capital 15,000,000,000.00 | 15,000,000,000.00
Productive biological assets Other equity instruments 13,360,000,000.00| 6,900,000000,00
Q1] & pas assets Including: Preferred shares
Right-of-use assets Perpetual bonds 8,900,000,000.00 | 6,900,000,000.00
Intangible assets Capital reserve 5,839,707,255.00 | 2,619,707,255.00

Development expenditures
Goodwill
Long-term prepayments

Deferred tax assets

Less: treasury shares
Other coinprehensive income
Special reserve

Surplus reserve

5,981,095.23

6,981,095.23

Other non-current assets Undistributed profit 45,113,457.02 49.749.457.02
Total non-current assefs 21,011,845,691.10 | 16,468,013,493.71 Total equity 34,251,801,807.25 | 24,576,437,807 25
Total assets 83,114,199,897.80 | 60,513,380,643.60 Total liabilities & equity 83,114,199,897.80 | 60,513,380,643.60

Legal representative:

Officer in charge of accounting:

Page 5
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Consolidated Income Statement

2021

Prepared by: Jinan Rail Transit Group Co., Lid.

Table 02
Unit: RMB

Items

Noie

Current period cumulative

Preceding period comparative

1. Total operating revenue
Including: Operating revenue
Interest income
Premium eamed
Revenuc from handling charges and commission
II. Total operating cost
Including: Operating cost
Interest expenses
Handling charpes and commission expenditures
Surrender value
Net payment of insurance claims
Net provision of insurance policy reserve
Expenditures dividend policy
Reinsurance expenses
Taxes and surcharges
Sellliog expenses
Administrative expenses
R&D expenses
Financial expenses
Including: Interest expenses
Tnterest income
Add: Other income
Investment income (or less: losses)
Including: Investment income from associates and joint ventures
Gains from derecognition of fipancial asscts at amortized cost
Gains on foreign exchange (or less: losses)
(Gains on net exposure o hedging risk (or less: losses)
(Gains on chanpes in fair value (or less: losses)
Credit impairment loss {or less: losses)
Assels impairment loss (or less: losses)
Gains on asset disposal (or less: losses)
1. Operating profit (or less: losses)
Add: Non-operating revenue
Less: Non-operating expenditures
IV. Profit hefore tax (or less: total loss)
Less: Income tax
¥. Net profit (or less: net loss)
(T) Categorized by the continuity of operations
1.Net profit from continuing operations {or less: net loss)
2. Net profit from discontinued operations (or tess; net loss)
(II) Categonized by the portion of equity ownetship
1. Net profit attributable to owners of parent company (or less: net loss)
2. Net profit attributzble to non-controlling shareholders {or less: net loss)
¥Y1. Other comprehensive income after tax
Ttems artributable to the owners of the parent company
(I) Not to be reclassified subsequently to profit or foss
1.Changes in remeasurement on the net defined benefit plan
2. Ttems under equity method that will not be reciassified 1o profit or loss
3. Changes in fair value of other equity instrument investments
4. Changes in fair value of own credit risk
5. Others
{I1) To be reclassified subsequently to profit or loss
1. Ttems under equity method that may be reclassified to profit or loss
2. Changes in fair value of other debt investments
3. Profit or loss from changes in fair value of available-for-sale financial
assels
4. Profit or loss from reclassification of financial assets into other
comprehensgive income
5 Profit or loss from reclassification of held-to-maturity investments as
available-for-sale financial assets
6. Provision for credit impairment of other debt investments
7. Cash flow hedging reserve
8. Balance arising from the translation of foreign curtency financial
statements
9. Others
Itemns attributable to non-controlling sharcholdess
VII. Total comprehensive income
ltems attributable to the owners of the parent company
Ttems attributahlc to non-controlling shareholders
VII. Earnings per share (EPS):
(1} Basic EPS (yuan per share)
() Diluted EPS (yuan per share)

[« SRV I N FUR S

10
i1

12
13

2,539.949.411.77
2,539,949,411.77

2,477,644,653.77
1.952,789,375.06

23.377,348.84
53,696,449.06
203,005,176.49
139.928,157.67
104,848,146.65
123,379,047.78
24,845 852 .84
11,963.114.06
50,054,608.59
50,054,608.59

25,542 068.04

32,774,406.82
131,554,819.43
1,120,124.53
2,003,249.40
130,671,694.56
19,584,221.86
111,087,472.70

111,087,472.70

78,063,922.14
33,023,550.56

111,087,472.70
78,063,922.14
13,023,550.56

1,604,831.408.96
1,604,831,408.96

1,483,219.232.13
1,269,979,204.94

15,750,830.46
57,652,066.06
112,796,896.63
24,825.999.06
2.214,234.98
3,404,631.22
2211,001.28
2,817,642.55
3,481,134.89
3,481,134.89

-13,236,167.99
-111,352.76
114,563,433.52
6,709,522.09
357,102.94
120,915 852.67
34,915,409.39
£6,000,443.28

16,000,443 .28

51,511,610.84
34,488 81244

6,000,443 28
51,511,610.84
34,488,832.44

Lepal representative:

Officer in charge of accounting:

Page 6 of 98
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Parent Company Income Statement

2021

Prepared by: Jinan Rail Transit Group Co., Lid.

Table 02
Unit: RMB

Items

Note
No.

Curreat period cumulative} Preceding period comparative

I. Operating revenue
Less: Operation cost
Taxes and surcahrpes
Selling expenses
Administrafive expenses
R&D expenses
Financial expenses
Including; Interest expenses
Interest income
Add: Other income
Investment income (or less: losses)
Including: Investment income from associates and joint ventures
Gains from derecognition of financial assets at amortized cost
Gains on net exposure to hedging risk {or less: losses)
(Gains on changes in fair value {or less: losses)
Credit impairment loss (or less: fosses)
Assels impairment loss (or less: losses)
Gains on asset disposal {or less: losses)
II, Operating profit (or less: losses)
Add: Non-operating revenue
Less: Non-operating expenditures
M. Profit before tax (or less: total loss)
Less: Income tax
IV. Net profit (or less: net loss)
(T) Net profit from continuing operations {or less: net loss)}
(11) Net profit from discontinued operations {or less: net loss)
V. Other comprehensive income after tax
(I) Not to be reclassified subsequently to profit or loss
1. Changes in remeasurement on the net defined benefit plan
2. Items under equity method that will not be reclassified to profit or loss
3. Changes in fair valuc of other equity instrument investmenis
4. Changes in fair value of own credit risk
5. Others
(I} To be reclassified subsequently to profit or loss
1. [tems under equity method that may be reclassified to profit or loss

2. Changes in fair value of other debt investments

3. Profit or loss from reclassification of financial assets into other
comprehensive income

4, Provision for credit impairment of other debt investments

5. Cash flow hedping reserve
6. Balance arising from the ranslation of foreign currency financial statements
7. Others
VI. Total comprehensive income
V1I. Earnings per share (EPS):
(I} Basic EPS (yuan per share)
(ID Dijuted EPS {yuan per share)

Legal representative: Officer in charge of accounting:

Page 7 of 98
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Consolidated Cash Flow Statement

2021
Table 03
Prepared by: Jinan Rail Transit Group Co., Lid. Unit: RMB
Items I:::e Current period cumulative | Preceding period comparative
I. Cash flows from operating activities:
Cash receipts from sale of goods or rendering of services 2.458,480,801.33 1,288,948,046.13
Net increase of client deposit and interbank deposit
Net increase of central bank loans
Net increase of leans from other financial institutions
Cash receipts from original insurance contract premium
Net cash receipis from reinsurance
Net increase of policy-holder deposit and investment
Cash receipts from interest, handling charges and commission
Net increase of loans from others
Net increase of repurchase
Net cash receipts from agency security fransaction
Receipts of tax refund 26,351,207.93 1,691,681,359.04
Other cash receipts related to operating activities 728,995,564.04 524,796,147.66
Subtotal of cash inflows from operafing activities 3,213,827,573.30 3,505,425,552.83
Cash payments for poods purchased and services received 4,552,259,335 81 1,699,752,164.19
Net increase of loans and advances to clients
Net increase of ceniral bank deposit and interbank deposit
Cash payments for insurance indemnities of original insurance contracts
Net increase of loans to others
Cash payments for interest, handling charges and commission
Cash payments for policy bonus
Cash paid to and on behalf of employees 344,036,452.44 140.786,160.02
Taxes and surcharges cash payments 100,046,519.74 71,391,523.15
Other cash payments rclated to operating activities 1,543,429,379.98 442,888,173.79
Subtotal of cash outflows from operating activities 6,539,771,687.97 2,354,818,021,15
WNet cash flows from operating activities -3,325,944.114.67 1,150,607,531.68
IL. Cash flows from investing activities:
Cash receipts from withdrawal of investments
Cash receipts from investment income 6,028,462.62 3,493,312.50
Net cash receipts from the disposal of fixed assets, intangible assetls and 32.965.649.89 209.903.03
other long-term assets
Net cash receipts from the disposal of subsidiaries & other business units
Other cash receipts related to investing activities 100,059,034.70 405,253,905 .81
Subtotal of cash inflows from investing activities 139,053,147.21 408,957,121.34
Cash payments for the acquisition of [ixed assets, intangible assets and 26.349.315.872.35 33.291,919.345.94
other long-term assels
Cash payments for investments 267,585,342.07 752,862,573.00
Net increasc of pledged borrowings
Net cash payments for the acquisition of subsidiaries & other business units [09,335,676.41 126,309,116.30
Other cash payments related to investing activities 30,000,000.00 1,100,000,000.00
Subtotal of cash outflows from investing activities 26,756,236,890.83 35,271,091,035.24
Net cash flows from investing activities -26,617,183,743.62 -34,862,133,913.90
III. Cash flows from financing activities:
Cash receipts from absorbimg investments 10,891,650,000.00 7,668,301,400.00
[nciludmg_ Cash received by subsidiaries from non-controlling shareholders 2.171.650,000.00 19.301,400.00
as investments
Cash receipts from borrowings 59,650,840,538.81 28,468.,414,236.09
Other cash receipts related to financing activities 5,265,392,247.47 16,332,025,600.00
Subtotal of cash inflows from financing activities 75,807.882,786.28 52,468,741,236.09
Cash payments for the repayment of borrowings 34,499,026,948.29 14,598,960,817.10
Cash payments for distributiou of dividends or profits and for interest 4,223 080,986 84 3.008,595.293.96
eXpenses
Including; Cash paid by subsidiaries to non-conirolling shareholders as
dividend or profit
Other cash payments related to financing activities 5,466,681,194.58 2.981,738,073.26
Subtotal of cash outflows from financing activities 44,188,789,129.71 20,589,294,184.32
Net cash flows from financing activities 31,619,093,656.57 31,879,447,051.77
1V. Effect of foreign exchange rate changes on cash & cash equivalents 1,591,928 .86
¥. Net increase in cash and cash equivalents 1,677,557,727.14 -1,832,079,330.45
Add: Opening balance of cash and cash equivalents 6,909,480,995 .44 8,741,560,325.89
VI. Clesing balance of cash and cash equivalents 8.587,038,722.58 6,909,480,995.44
Lepal representative: Officer in charge of accounting: Head of accounting department:
Page 8 of 98
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Parent Company Cash Flow Statement

2021
Table 03
Prepared by: Jinan Rail Transit Group Co., Ltd. Unit: RMB
Item 1;0:: Current period cumulative | Preceding period comparative

L. Cash flows from operating activities:
Cash receipts from sale of goods and rendering of services
Receipts of tax refund
Other cash receipts related to operating aclivities
Subtotal of cash inflows from operating activities
Cash payments for goods purchased and services received
Cash paid to and on behalf of employees
Taxes and surcharges cash payments
Other cash payments related to operating activities
Subtotal of cash outflows from operating activities
Net cash flows from operating activities
II. Cash flows from investing activities:
Cash receipts from withdrawal of investments

Cash receipts from investment income

Net cash receipts from the disposal of fixed assets, intangible
assets and other long-term assets

Net cash receipts from the disposal of subsidiaries & other
business units

Other cash receipts related to investing activities

Subtotal of cash inflows from investing activities

Cash payments for the acquisition of fixed assets, intangible
assets and other long-term assets

Cash payments for investments
Net cash payments for the acquisition of subsidiaries & other
busincss units

Other cash payments relating lo nvesting activities

Subtotal of cash outflows from investing activities
Net cash flows from investing activities
I11. Cash flows from financing activities:

Cash receipts from absorbing investments

Cash received from borrowings

Other cash receipts related to tinancing activities
Subtotal of cash inflows from financing activitics

Cash payments {or the repayment of borrowings
Cash payments for distribution of dividends or profiis and for
interest expenses
Other cash payments related to financing activities
Subtotal of cash outflows from financing activitics

Net cash flows from financing activities

IV. Effect of forcign exchange rate changes on cash and cash

equivalents
VY. Net increase in cash and cash equivalents

Add: Opening balance of cash and cash equivalents

V1. Closing balance of cash and cash equivalents

8,254,740.00
8,254,740.00

4,126,326.34
4,126,326.34
4,128,413.66

50,000,000.00
50,000,000.00

163,739.40

1,543,700,000.00

16,926,104,332.99
18,469,968.072.39
-18,419,968,072.39

8,720,000,000.00
22,643,125,000.00
6,330,000,000.00
37,693,125,000.00
12,928,650,000.00

1,685,588,541.39

3,605,960,000.00
18,220,198,541.39
19,472,926,458.61

1,057,086,799.88
1,540,801,638.36

2,597,888,438.24

5,618.33
6,423,187.80
6,428,806.13

886,704,853.71
886,704,853.71
-880,276,047.58

4,010,000,000.00

22,061,601,718.97
26,071,601,718.97
-26,071,601,718.97

7.649,000,000.00
12,869,375,000.00
12,330,000,000.00
32,848,375,000.00
5,319,000,000.00

856,431,873.08

1,570,607,154.99
7,746,039,028.07
25,102,335,971.935

-1,849,541,794.62
3,390,343,432.98

1,540,801,638.36

Legal representative: Officer in charge of accounting:

P 9ol 9%
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Head of accounting department:
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Jinan Rail Transit Group Co., Ltd.
Notes to Financial Statements

For the year ended December 31, 2021

Monetary unit; RMB Yuan

I. Company profile

Jinan Rail Transit Group Co., Ltd. (hereinafter called as “the Company™) was funded by State-owned Assets
Supervision and Administration Commission of Jinan People’s Government. The Company was registered at Jinan
Administration for Industry and Commerce on December 25, 2013 and headquartered in Jinan, Shandong. The
Company currently holds a business license with social credit code of 9137010008401939X0, with registered capital
of RMB15 billion yuan.

The Company’s business scope: Planning and design, financing, construction, management, operation and property
development of rail transit. (Without the approval of the financial supervision and regulation department, the
Company shall not be engaged in financial services such as deposit absorption, financing guarantee, and valet

financial management).

II. Preparation basis of the financial statements
(1) Preparation basis

The financial statements have been prepared on the basis of going concern.

(IT) Assessment of the ability to continue as a going concern
The Company has no events or conditions that may cast significant doubts upon the Company’s ability to continue as

a going concern within the 12 months after the balance sheet date.

IIL. Significant accounting policies and estimates

{I) Statement of compliance

The financial statements have been prepared in accordance with the requirements of China Accounting Standards for
Business Enterprises {CASBEs), and present truly and completely the financial position, results of operations and

cash flows of the Company.

(IT) Accounting period

The accounting year of the Company runs from January 1 to December 31 under the Gregorian calendar.

(II1) Operating cycle
Except for the real estate industry, the Company has a relatively short operating cycle for ifs business, an asset or a
liability is classified as current if it is expected to be realized or due within 12 months. The operating cycle for real

estate industry starts from the development of property and ends at sales, which normally extends over 12 months
Page 14 of 98
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and is subject to specific projects, therefore, an asset or a liability is classitied as current if it is expected to be

realized or due within such operating cycle.

(I'V) Functional currency

The Company’s functional currency is Renminbi (RMB) Yuan.

{V) Accounting treatments of business combination under and not under common control

1. Accounting treatment of business combination under common control

Assets and labilities arising from business combination are measured at carrying amount of the combined party
included in the consolidated financial statemnents of the ultimate controlling party at the combination date. Difference
between carrying amount of the equity of the combined party included in the consolidated financial statements of the
ultimate controlling party and that of the combination consideration or total par value of shares issued is adjusted to

capital reserve, if the balance of capitai reserve is insufficient to offset, any excess is adjusted to retained earnings.

2. Accounting treatment of business combination not under common control

When comnbination cost is in excess of the fair value of identifiable net assets obtained from the acquiree at the
acquisition date, the excess is recognized as goodwill; otherwise, the fair value of identifiable assets, liabilities and
contingent liabilities, and the measurement of the combination cost are reviewed, then the difference is recognized in

profit or loss.

(VD) Compilation method of consolidated financial statements
The parent company brings all its controlled subsidiaries mto its consolidation scope. The consolidated financial
statements are compiled by the parent company according to “CASBE 33 - Consolidated Financial Statements™,

based on relevant information and the financial statements of the parent company and its subsidiaries.

{VII) Classification of joint arrangements and accounting treatment of joint operations

1. Joint arrangements include joint operations and joint ventures.

2. When the Company is a joint operator of a joint operation, it recognizes the following items in relation to its
~ interest m a joint operation:

(1) its assets, including its share of any assets held jointly;

(2) its liabilities, including its share of any liabilities incurred jomtly;

(3) its revenue from the sale of its share of the output arising from the joint operation;

{4) its share of the revenue from the sales of the assets by the joint operation;

(5) its expenses, including its share of any expenses incurred jointly.

{ VIII) Recognition criteria of cash and cash equivalents
Cash as presented in cash flow statement refers to cash on hand and deposit on demand for payment. Cash
equivalents refer to short-term, highly liquid investments that can be readily converted to cash and that are subject to

an insignificant risk of changes in value.

(IX) Foreign currency translation
1. Translation of transactions denominated in foreign currency
Transactions denominated in foreign currency are translated into RMB yuan at the spot exchange rate at the

transaction date at initial recognition. At the balance sheet date, imonetary items denominated in foreign currency are
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translated at the spot exchange rate at the balance sheet date with difference, except for those arising from the
principal and interest of exclusive borrowings eligible for capitalization, included in profit or loss; non-cash items
carried at historical costs are translated at the spot exchange rate at the transaction date, with the RMB amounts
unchanged; non-cash items carried at fair value in foreign currency are translated at the spot exchange rate at the date

when the fair value was determined, with difference included in profit or loss or other comprehensive income.

2. Translation of financial statements measured in foreign currency

The assets and liabilities in the balance sheet are translated into RMB at the spot rate at the balance sheet date; the
equity items, other than undistributed profit, are translated at the spot rate at the transaction date; the revenues and
expenses in the income statement are translated imto RMB at the spot exchange rate at the transaction date. The

difference arising from the aforementioned foreign currency translation is included in other comprehensive incoine.

(¥X) Financial instruments

1. Classification of financial assets and financial liabilities

Financial assets are classified into the following three categories when initially recognized: (1) financial assets at
amortized cost; (2) financial assets at fair value through other comprehensive income; (3) financial assets at fair
value through profit or loss.

Financial liabilities are classified into the following four categories when initially recognized: (1) financial liabilities
at fair value through profit or loss; (2) financial liabilities that arise when a transfer of a financial asset does not
qualify for derecognition or when the continuing involvement approach applies; (3) financial guarantee contracts not
fall within the above categories (1} and (2), and commitments to provide a loan at a below-market interest rate,

which do not fall within the above category (1); {(4) financial Habilities at amortized cost.

2. Recognition criteria, measurement method and derecognition condition of financial assets and financial liabilities
(1) Recognition criteria and measurement method of financial assets and financial liabilities

When the Company becomes a party to a financial instrument, it is recognized as a fiancial asset or financial
liability. The financial assets and financial liabilities initially recognized by the Company are measured at fair value;
for the financial assets and liabilities at fair value through profit or loss, the transaction expenses thereof are directly
included in profit or loss; for other categories of financial assets and financial liabilities, the transaction expenses
thereof are included into the initially recognized amount. However, at initial recognition, for accounts receivable that
do not contain a significant financing component or in circumstances where the Company does not consider the
financing components in contracts within one year, the Company measures the transaction price in accordance with
“CASBE 14 — Revenues”.

(2) Subsequent measurement of financial assets

1) Financial assets measured at amortized cost

The Company ineasures its financial assets at the amortized costs using effective interest method. Gains or losses on
financial assets that are measured at amortized cost and are not part of hedging relationships shall be included into
profit or loss when the financial assets are derecognized, reclassified, amortized using effective interest method or
recognized with impairment loss.

2} Debt instrument investments at fair value through other comprehensive incoine

The Company measures its debt instrument investments at fair value. Interests, impairment gains or losses, and gains
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and losses on foreign exchange that calculated using effective interest method shall be included into prefit or loss,
while other gains or losses are included into other comprehensive income. Accumulated gains or losses that initially
recognized as other comprehensive incomne should be transferred out into profit or loss when the financial assets are
derecognized.

3) Equity instrument investments at fair value through other comprehensive income

The Company measures its equity instrument investments at fair value. Dividends obtained (other than those as part
of investment cost recovery) shall be included into profit or loss, while other gains or losses are included into other
comprehensive income. Accumulated gains or losses that initially recognized as other comprehensive income should
be transferred out into retained eamings when the financial assets are derecognized.

4) Financial assets at fair value through profit or loss

The Company measures its financial assets at fair value. Gains or losses arising from changes in fair value (including
mterests and dividends) shall be included into profit or loss, except for financial assets that are part of hedging
relationships.

(3) Subsequent measurement of financial liabilities

1) Financial liabilities at fair value through profit or loss

Financial liabilities at fair value through profit or loss include held-for-trading financial liabilities (including
derivatives that are liabilities} and financial liabilities designated as at fair value through profit or loss. The Company
measures such kind of liabilities at fair value. The amount of changes in the fair value of the financial liabilities that
are attributable to changes in the Company’s own credit risk shall be included into other comprehensive income,
unless such treatment would create or enlarge accounting mismatches in profit or loss. Other gains or losses on those
financial liabikities (including interests, changes in fair value that are atfributable to reasons other than changes in the
Company’s own credit risk) shall be included into profit or loss, except for financial liabilities that are part of
hedging relationships. Accumulated gains or losses that originally recognized as other comprehensive income should
be transferred out into retained earnings when the financial liabilities are derecognized.

2) Financial liabilities that arise when a transfer of a financial asset does not qualify for derecognition or when the
continuing involvement approach applies

The Company measures its financial liabilities in accordance with “CASBE 23 — Transfer of Financial Assets”.

3) Financial guarantee contracts not fall within the above categories 1) and 2), and commitments to provide a loan at
a below-market mterest rate, which do not fall within the above category 1)

The Company measures its financial liabilities at the higher of: a. the ainount of loss allowances in accordance with
impairment requirements of financial mstruments; b. the amount initially recognized less the amount of accunulated
amortization recognized in accordance with “CASBE 14 — Revenues”.

4) Financial liabilities at amortized cost

The Company measures its financial liabilities at amortized cost using effective interest method. Gains or losses on
financial liabilities that are measured at amortized cost and are not part of hedging relationships shali be included
into prefit or loss when the financial liabilities are derecognized and amortized using effective interest method.

{(4) Derecognition of financial assets and financial liabilities

1) Financial assets are derecognized when:

a. the contractual rights to the cash flows from the financial assets expire; or

b. the financial assets have been transferred and the transfer qualifies for derecognition in accordance with “CASBE
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23 — Transfer of Financial Assets”.
2) Only when the underlying present obligations of a financial liability are relieved totally or partly may the financial
liability be derecognized accordingly.

3. Recognition criteria and measurement method of financial assets transfer

Where the Company has transferred substantially all of the risks and rewards related to the ownership of the
financial asset, it derecognizes the financial asset, and any right or liability arising from such transfer is recognized
independently as an asset or a liability. If it retained substantially all of the risks and rewards related to the ownership
of the financial asset, it continues recognizing the financial asset. Where the Company does not transfer or retain
substantially all of the risks and rewards related to the ownership of a financial asset, it is dealt with according to the
circumstances as follows respectively: (1) if the Company does not retain its control over the financial asset, it
derecognizes the financial asset, and any right or liability arising from such transfer is recognized independently as
an asset or a liability; (2) if the Company retains its control over the financial asset, according to the extent of its
continuing involvement in the transferred financial asset, it recognizes the related financial asset and recognizes the
relevant liability accordingly.

If the transfer of an entire financial asset satisfies the conditions for derecognition, the difference between the
amounts of the following two items is included in profit or loss: (1) the camrying amount of the transferred financial
asset as of the date of derecognition; (2) the sum of consideration received from the transfer of the financial asset,
and the accumulative amount of the changes of the fair value originally included in other comprehensive income
proportionate to the transferred financial asset (financial assets transferred refer to debt instrument investments at fair
value through other comprehensive income). If the transfer of financial asset partially satisfies the conditions to
derecognition, the entire carrying amount of the transferred financial asset is, between the portion which is
derecognized and the portion which is not, apportioned according to their respective relative fair value, and the
difference between the amounts of the following two items is included into profit or loss: (1) the carrying amount of
the portion which is derecognized; (2) the sum of consideration of the portion which is derecognized, and the portion
of the accumulative amount of the changes in the fair value originally included in other comprehensive income
which is corresponding to the portion which is derecognized (financial assets transferred refer to debt instrument

investments at fair value through other comprehensive income).

4, Fair value determination inethod of financial assets and liabilities

The Company uses valuation techniques that are appropriate in the circumstances and for which sufficient data and
information are available to measure fair value. The inputs to valuation techniques used to measure fair value are
arranged in the following hierarchy and used accordingly:

(1) Level 1 inputs are unadjusted quoted prices in active markets for identical assets or liabilities that the Company
can access at the measurement date.

(2) Level 2 inputs are inputs other than quoted prices included within Level 1 that are observable for the asset or
liability, either directly or indirectly. Level 2 inputs include: quoted prices for similar assets or liabilities in active
markets; quoted prices for identical or similar assets or liabilities in markets that are not active; inputs other than
quoted prices that are observable for the asset or liability, for example, interest rates and yield curves observable at
commonly quoted intervals; market-commoborated inputs;

(3) Level 3 inputs are unobservable inputs for the asset or liability. Level 3 inputs include interest rate that is not
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observable and cannot be corroborated by observable market data at commonly quoted intervals, historical volatility,
future cash flows to be paid to fulfill the disposal obligation assumed in business combination, financial forecast

developed using the Company’s own data, etc.

5. Impairment of financial mstruments

(1) Measurement and accounting treatment

The Company, on the basis of expected credit loss, recognizes loss allowances of financial assets at amortized cost,
debt mstrument investments at fair value through other comprehensive income, contract assets, leases receivable,
loan commitments other than financial liabilities at fair value through profit or loss, financial guarantee contracts not
belong to financial liabilities at fair value through profit or loss or financial liabilities that arise when a transfer of a
financial asset does not qualify for derecognition or when the continuing involvement approach applies.

Expected credit losses refer to the weighted average of credit losses with the respective risks of a default occurring as
the weights. Credit loss refers to the difference between all contractual cash flows that are due to the Company in
accordance with the contract and all the cash flows that the Company expects to receive (i.e. all cash shortfalls),
discounted at the original effective interest rate. Among which, purchased or originated credit-impaired financial
assets are discounted at the credit-adjusted effective interest rate.

At the balance sheet date, the Company shall only recognize the cumulative changes in the lifetime expected credit
losses since initial recognition as a loss allowance for purchased or originated credit-impaired financial assets.

For leases receivable, and accounts receivable and contract assets resulting from transactions regulated in “CASBE
14 — Revenues”, the Company chooses simplified approach to measure the loss allowance at an amount equal to
lifetime expected credit losses.

For financial assets other than the above, on each balance sheet date, the Company shall assess whether the credit
risk on the financial instrument has increased significantly since initial recognition. The Company shall measure the
loss allowance for the financial instrument at an amount equal to the lifetime expected credit losses if the credit risk
on that financial instrument has increased significantly since initial recognition; otherwise, the Company shall
measure the loss allowance for that financial instrument at an amount equal to 12-month expected credit loss.
Considering reasonable and supportable forward-looking information, the Company compares the risk of a default
occurring on the financial instrnment as at the balance sheet date with the risk of a default occurring on the financial
instrument as at the date of imtial recognition, so as to assess whether the credit risk on the financial instrument has
increased significantly since initial recognition.

The Company may assume that the credit risk on a financial instrument has not increased significantly since initial
recognition if the financial instrument is determined to have relatively low credit risk at the balance sheet date.

The Company shall estimate expected credit risk and measure expected credit losses on an individual or a collective
basis. When the Comnpany adopts the collective basis, financial instruments are grouped with similar credit risk
features.

The Company shall remeasure expected credit loss on each balance sheet date, and increased or reversed amounts of
loss allowance arismg therefrom shall be included into profit or loss as impairment losses or gains. For a financial
asset measured at amortized cost, the loss allowance reduces the carrying amount of such financial asset presented in
the balance sheet; for a debt investment measured at fair value through other comprehensive income, the loss
allowance shall be recognized in other comprehensive income and shall not reduce the carrying amount of such

financial asset.
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(2) Fimancial instruments with expected credit risk assessed and expected credit losses measured on a collective basis

Items

Basis for determination of
portfolio

Method for measuring expected
credit loss

Other receivables — Portfolio grouped with
government funds receivable

Other receivables — Portfolio grouped with
security deposits receivable

Other receivables — Portfolio grouped with
associated transaction combination

Other receivables — Portfolio grouped with
extermal lending funds

Other receivables — Portfolio grouped with
reserve funds

Nature of receivables

Other receivables — Portfolio grouped with ages

Ages

Based on historical credit loss
experience, the current
situation and the forecast of
future economic conditions, the
Company calculates expected
credit loss through exposure at
default and 12-month or
lifetime expected credit loss
rate.

(3) Accounts receivable and contract assets with expected credit losses measured on a collective basis

1) Specific portfolios and method for measuring expected credit loss

Basis for determination of

Method for measuring expected

ftems portfolio credit foss
Based on historical credit loss
Accounts receivable — Portfolio grouped with experience, the current
ages of “Shield Tunneling Machine Company situation and the forecast of
Module™ future economic conditions, the
Ages Company prepares the

Accounts receivable — Portfolio grouped with
ages of other companies module

comparison table of ages and
lifetime expected credit loss
rate of accounts receivable, so
as to calculate expected credit
loss.

Bank acceptance receivable

Trade acceptance receivable

Type of notes

Accounts receivable —Portfolio of receivables
from subsidiaries of the State Grid

Accounts receivable — Portfolio of receivables
from customers who also provide services for
subway construction

Nature of receivables

Based on historical credit loss
experience, the current
situation and the forecast of
future economic conditions, the
Company calculates expected
credit loss through exposure at
default and lifetime expected
credit loss rate.

2) Accounts receivable — comparison table of ages and lifetime expected credit loss rate of portfolio grouped with

ages

Apges

Expected credit loss rate of

“Shield Tunneling Machine

Company Module” accounts
receivables (%)

Expected credit loss rate of
other companies module
accounts receivables (%)

Within 6 months (inclusive, the same
hereinafter)

1.00

0.00

6 months to 1 year

1.00

5.00
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Expected credit loss rate of .
“Shield Tunneling Machinc Expected credit loss rate of
Ages - other companies module
Company Module” accounts vables (%

receivables (%) accounts receivables (%)
1-2 years 2.00 10.00
2-3 years 3.00 30.00
3-4 years 5.00 50.00
4-5 years 10.00 80.00
Over 5 years 20.00 160.00

6. Offsetting financial assets and financial liabilities

Tinancial assets and financial liabilities are presented separately in the balance sheet and are not offset. However, the
Company offsets a financial asset and a financial liability and presents the net amount in the balance sheet when, and
only when, the Company: (1) currently has a legally enforceable right to set off the recognized amounts; and (2)
intends either to settle on a net basis, or to realize the asset and settle the liability simultaneously.

For a transfer of a financial asset that does not qualify for derecognition, the Company does not offset the transferred

asset and the associated Lability.

(XI) Inventories
1. Inventories include finished goods or goods held for sale in the ordinary course of business, work in process in the

process of production, and materials or suppliers etc. to be consumed in the production process or in the rendering of

services.
2. Inventories dispatched from storage are accounted for weighted average method.

3. At the balance sheet date, inventories are measured at the Jower of cost or net realizable value; provisions for

inventory write-down are made on the excess of its cost over the net realizable value.
4, Perpetual inventory method is adopted.
5. Revolving materials are amortized with one-off method.

(XIT) Contract costs

Assets related to contract costs including costs of obtaining a contract and costs to fulfil a contract.

The Company recognizes as an asset the incrementa) costs of obtaining a contract if those costs are expected to be
recovered. The costs of obtaining a contract shall be included into profit or loss when incurred if the amortization
period of the asset is one year ar less.

If the costs incurred in fulfilling a contract are not within the scope of standards related to inventories, fixed assets or
intangible assets, etc., the Company shall recognize the costs to tulfil a contract as an asset if all the following
criteria are satisfied:

1. The costs relate directly to a contract or to an anticipated contract, including direct labor, direct materials,
manufacturing overliead cost {or similar cost), cost that are explicitly chargeable to the customer under the contract,

and other costs that are only related to the contract;

2. The costs enhance resources of the Company that will be used in satisfying performance obligations in the future;
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and

3. The costs are expected to be recovered.

An asset related to confract costs shall be amortized on a systematic basis that is consistent with related goods or
services, with amortization included into profit or loss.

The Company shall make provision for impairment and recognize an impairment loss to the extent that the carrying
amount of an asset related to contract costs exceeds the remaining amount of consideration that the Company expects
to receive in exchange for the goods or services to which the asset relates less the costs expected to be incurred. The
Company shall recognize a reversal of an impairment Joss previously recognized in profit or loss when the
impairment conditions no longer exist or have improved. The carrying amount of the asset after the reversal shali not
exceed the amount that would have been determined on the reversal date if no provision for impairment had been

made previously.

(X1I1) Long-term equity investments

1. Judgment of joint confrol and significant influence

Joint control is the contractually agreed sharing of control of an arrangement, which exists only when decisions
about the relevant activities require the unanimous consent of the parties sharing control. Significant influence is the
power to participate in the financial and operating policy decisions of the investee but is not control or joint control

of these policies.

2. Determination of investment cost

(1) For business combination under common control, if the consideration of the combining party is that it makes
payment in cash, transfers non-cash assets, assumes its liabilities or issues equity securities, on the date of
combination, it repards the share of the carmrying amount of the equity of the combined party included the
consolidated financial statements of the ultimate controlling party as the initial cost of the investment. The difference
between the initial cost of the long-term equity investments and the carrying amount of the combination
consideration paid or the par value of shares issued offsets capital reserve; if the balance of capital reserve is
insufficient to offset, any excess is adjusted to retained earnmgs.

(2) For business combination mot under common control, investment cost is initially recognized at the
acquisition-date fair value of considerations paid.

(3) Long-term equity investnents obtained through ways other than business combination: the initial cost of a
long-term equity investment obtained by making payment in cash is the purchase cost which is actually paid; that
obtained on the basis of issuing equity securities is the fair value of the equity securities issued; that obtained through
debt restructuring is determined according to “CASBE12 - Debt Restructuring”™; and that obtained through non-cash

assets exchange is determined according to “CASBE7 - Non-cash Assets Exchange”.

3. Subsequent measurement and recognition method of gain or loss
For long-term equity investments with control relationship, it is accounted for with cost method; for long-term equity

investments with joint control or significant influence relationship, it is accounted for with equity method.

4. Impairment test and Provision for bad debts
At the balance sheet date, provisions for impairment loss are made at the difference between the carrying amount and

the recoverable amount when there is evidence indicating imnpairment loss.
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(XIV) Investment property
1. Investment property includes land use right of leased-out property and of property held for capital appreciation

and buildings that have been leased out.

2. The initial measurement of investment property is based on its cost, and subsequent measurement is made using
the cost model, the depreciation or amortization method is the same as that of fixed assets and intangible assets. At
the balance sheet date, provisions for impairment loss are made at the difference between the carrying amount and

the recoverable amount when there is evidence indicating impairment loss.

(XV) Fixed assels

1. Recognition principles of fixed assets

Fixed assets are tangible assets held for use in the production or supply of goods or services, for rental to others, or
for administrative purposes, and expected to be used during more than one accounting year. Fixed assets are
recognized if, and only if, it is probable that future economic benefits associated with the assets will flow to the

Company and the cost of the assets can be measured reliably.

2. Depreciation method of different categories of fixed assets

Categories Depreciation Useful life Estimated residual value | Annual depreciation rate
& method (years) proportion (%) (%)

Buildings and Straight-line method 20-50 5.00 1.90-4.75
constructions
Special equipment Straight-line method 3-10 5.00 9.50-31.67
Transportation . .
facilities Straight-line method 4 5.00 23.75
General equipment | g\ iobtline method 3-5 5.00 19.00-31.67
and others

3. Provisions for impairment are made at the excess of carrying amount over the recoverable amount if there is

objective evidence indicating impairment loss at the balance sheet date.

(XVI) Construction in progress
1. Construction in progress is recognized if, and only if, it is probable that future economic benefits associated with
the item will flow to the Company, and the cost of the item can be measured reliably. Construction in progress is

measured at the actual cost incurred to reach its designed usable conditions.

2. Construction in progress is transferred into fixed assets at its actual cost when it reaches its designed usable
conditions. When the construction completion cost reaches final estimating and auditing of the construction in
progress was not finished while it reaching the designed usable conditions, it is transferred to fixed assets using
estimated value first, and then adjusted accordingly when the actual cost is settled, but the accumulated depreciation

is not to be adjusted retrospectively.

3. At the balance sheet date, provisions for impairment loss are made at the difference between the carrying amount

and the recoverable amount when there is evidence indicating impairment loss.

(XVII} Borrowing costs

1. Recognition principle of borrowing costs capitalization
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Where the borrowing costs incurred to the Company can be directly attributable to the acquisition and construction
or production of assets eligible for capitalization, it is capitalized and included in the costs of relevant assets; other
borrowing costs are recognized as expenses on the basis of the actual amount incurred, and are included in profit or

loss.

2. Borrowing costs capitalization period

(1) The borrowing costs are not capitalized unless they following requircments are all met: 1) the asset
disbursements have already incurred; 2) the borrowing costs have already incurred; and 3) the acquisition and
construction or production activities which are necessary to prepare the asset for its intended use or sale have already
started.

(2) Suspension of capitalization: where the acquisition and construction or production of a qualified asset is
interrupted abnormally and the interruption period lasts for inore than 3 months, the capitalization of the borrowing
costs is suspended; the borrowing costs incurred during such period are recognized as expenses, and are included in
profit or loss, till the acquisition and construction or production of the asset restarts.

(3) Ceasing of capitalization: when the qualified asset under acquisition and construction or production is ready for

the intended use or sale, the capitalization of the borrowing costs is ceased.

3. Capitalized amount of borrowing costs

For borrowings exclusively for the acquisition and construction or production of assets eligible for capitalization, the
to-be-capitalized amount of interests is determined in light of the actual interest expenses incurred (including
amortization of premium or discount based on effective interest method) of the special borrowings at the present
period minus the income of interests earned on the unused borrowings as a deposit in the bank or as a temporary
investment; where a peneral borrowing is used for the acquisition and construction or production of assets eligible
for capitalization, the Company calculates and determines the to-be-capitalized amount of interests on the general
borrowing by multiplving the weighted average asset disbursement of the part of the accumulative asset

disbursements minus the general borrowing by the capitalization rate of the general borrowing used.

(XVIII) Intangible assets
1. Intangible asset includes land use right, patent right and non-patented technology etc. The initial measurement of

intangible asset is based its cost.

2. For intangible assets with finite useful lives, its amortization amount is amortized within its useful life
systematically and reasonably, if it is unable to determine the expected realization pattern reliably, intangible assets

are amortized by the straight-hne method with details as follows:

ITtems Amortization period (years)
Patent right 10
Software 10
Land use right 50

3. At the balance sheet date, provisions for impairment loss on intangible asseis with finite useful life are made at the
difference between the camrying amount and the recoverable amount when there is evidence indicating impairment
loss. Impairment tests are performed on intangible assets with indefinite useful life and intangible assets not yet
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reaching the usable conditions, on annual basis, no matter there is evidence indicating impairment loss or not.

4. Expenditures on the research phase of an internal project are recognized as profit or loss when it is incurred. An
intangible asset arising from the development phase of an internal project is recognized if the Company can
demonstrate all of the following: (1) the technical feasibility of completing the intangible asset so that it will be
available for use or sale; (2) its intention to complete the intangible asset and use or sell it; (3) how tbe infangible
asset will generate probable future economic benefits. Among other things, the Company can demonstrate the
existence of a market for the output of the intangible asset or the intangible asset itself or, if it is to be used internally,
the usefulness of the intangible asset; (4) the availability of adequate technical, financial and other resources to
complete the development and to use or sell tbe intangible asset; and (5) its ability to measure reliably the

expenditure attributable to the intangible asset during its development.

{XIX) Long-term Prepayments
Long-term Prepayments are recorded with actual cost, and evenly amortized within its beneficiary period or
stipulated period. If items of Long-term Prepayments fail to be beneficial to the following accounting periods,

residual values of such items are included in profit or loss.

(XX) Employee benefits
1. Employee benefits include shori-term employee benefits, post-employment benefits, termination benefits and

other long-term employee benefits.

2. Short-term employee benefits
The Company recognizes, in the accounting period in which an employee provides service, short-term employee

benefits actually incurred as liabilities, with a corresponding charge to profit or loss or the cost of a relevant asset.

3. Post-employment benefits

The Company classifies post-employment benefit plans as either defined contribution plans or defined benefit plans.
(1) The Company recognizes in the accounting period in which an employee provides service the contribution
payable to a defined contribution plan as a liability, with a corresponding charge to profit or loss or the cost of a
relevant asset.

(2) Accounting treatment by the Company for defined benefit plan usually invelves the following steps:

1) In accordance with the projected unit credit method, using unbiased and mutvally compatible actuarial
assumptions to estimate related demographic variables and financial variables, measure tbe obligations under the
defined benefit plan, and determine the periods to which the obligations are attributed. The Company discounts
obligations under the defined benefit plan using the discount rate to determine the present value of the defined
benefit plan obligations and the current service cost;

2) When a defined benefit plan has assets, the Company recognizes the deficit or surplus by deducting the present
value of the defined benefit plan obligation from the fair value of defined benefit plan assets as a net defined benefit
plan liability or net defined benefit plan asset. When a defined benefit plan has a surplus, the Company ineasures the
net defined benefit plan asset at the lower of the surplus in the defined benefit plan and the asset ceiling;

3) At the end of reportmg period, the Company recognizes the following components of employee benefits cost
arising from defined benefit plan: a. service cost; b. net interest on the net defined benefit plan liability (asset); and c.

Changes as a result of remeasurement of the net defined benefit lability (asset). Itemn a and item b are recognized in
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profit or loss or the cost of a relevant asset. Item c is recognized in other comprehensive income and is not to be
reclassified subsequently to profit or loss. [Towever, the Company may transfer those amounts recognized in other

comprehensive income within equity.

4. Termination benefits

Termination benefits provided to employees are recognized as an employee benefit liability for termination benefits,
with a comresponding charge to profit or loss at the earlier of the following dates: a. when the Company cannot
unilaterally withdraw the offer of termination benefits because of an employment termination plan or a curtailment
proposal; or b. when the Company recognizes cost or expenses related to a restructuring that involves the payment of

termination benefits.

5. Other long-term employee benefits

When other long-term employee benefits provided by the Company to the employees satisfied the conditions for
classifying as a defined contribution plan, those benefits are accounted for in accordance with the requirements
relating to defined contribution ptan. The Company recognizes and measures the net liability or net asset of other
long-term employee benefits in accordance with the requirements relation to defined benefit plan. At the end of the
reporting period, the Company recognizes the components of cost of employee benefits arising fromn other long-term
employee benefits as the followings: a. service cost; b. net interest on the net liability or net assets of other long-term
employee benefits; and c. changes as a result of remeasurement of the net liability or net assets of other long-term
employee benefits. As a practical expedient, the net total of the aforesaid amounts are recognized in profit or loss or

included in the cost of a relevant asset.

(XXI) Provisions
1. Provisions are recognized when fulfilling the present obligations arising from contingencies such as providing
guarantee for other parties, litigation, products quality guarantee, onerous contract, etc., may cause the outflow of the

economic benefit and such obligations can be reliably measured.

2. The initial measurement of provisions is based on the best estimated expenditures required in fulfilling the present

oblipations, and its carrying amount 1s reviewed at the balance sheet date.

(XXII) Other financial instrument such as preferred shares and perpetual bonds

Pursuant to CASBEs on financial instruments, “Regulations on Distinguishing Financial Liabilities and Equity
Instrument and Related Accounting Treatments” numbered Cai Kuai [2014] 13, and “Regulations on Accounting
Treatments of Perpetual Bonds™ numbered Cai Kuai [2019] 2 by Ministry of Finance, for financial instrument such
as perpetual bonds (for example, long-term rights-containing medium-term notes) etc., the Company classifies a
financial instrument or its components at initial recognition as a financial asset or liability or equity instrument,
based on contract terms and economic essence it reveals instead of its legal form, combining with the definitions of
financial asset, liability and equity instrument.

At the balance sheet date, for a financial instrument classified as an equity instrument, its interest expenditure or
dividend distribution is treated as profit distribution, and share repurchase and cancelation are treated as changes in
equity; for a financial instrument classified as a financial liability, its interest expenditure or dividend distribution is

treated as borrowing expense, and gain or loss on repurchase or redemption is included in profit or loss.
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(XXIII} Revenue

1. Revenue recognition principles

At contract inception, the Company shall assess the contracts and shall identify cach performance obligation in the
contracts, and determine whether the performance obligation should be satisfied over time or at a point in time.

The Company satisfies a performance obligation over time if one of the following criteria is met, otherwise, the
performance obligation is satisfied at a point in time: (1) the customer simultaneously receives and consumes the
economic benefits provided by the Company’s performance as the Company performs; (2) the customer can control
goods as they are created by the Company’s performance; (3) goods created during the Company’s performance have
irreplaceable uses and the Company has an enforceable right to the payments for performance completed to date
during the whole contract period.

For each performance obligation satisfied over time, the Company shall recognize revenue over time by measuring
the progress towards complete satisfaction of that performance obligation. In the circumnstance that the progress
cannot be measured reasonably, but the costs incurred in satisfying the performance obligation are expected to be
recovered, the Company shall recognize revenue only to the extent of the costs incurred until it can reasonably
measure the progress. For each perfonmance obligation satisfied at a point m time, the Company shall recogmize
revenue at the time point that the customer obtains control of relevant goods or services. To determine whether the
customer has obtained control of goods, the Company shall consider the following indications: (1) the Company has
a present right to payment for the goods, i.e., the customer is presently obliged to pay for the goods; (2) the Company
has transferred the lepal title of the goods to the customer, i.e., the customer has legal title to the goods; (3) the
Company has transferred physical possession of the goods to the customer, ie., the customer has physically
possessed the goods; {4) the Company has transferred significant risks and rewards of ownership of the goods to the
customer, i.e., the customer has obtained significant risks and rewards of ownership of the goods; (5) the customer

has accepted the goods; (6) other evidence indicating the customer has obtained control over the goods.

2. Revenue measurement principle

(1) Revenue is measured at the amount of the transaction price that is allocated to each performance obligation. The
transaction price is the amount of consideration to which the Company expects to be entitled in exchange for
transferring goods or services to a customer, excluding amounts collected on behalf of third parties and those
expected to be refunded to the customer.

(2) If the consideration promised in a contract mcludes a variable amount, the Company shall confirm the best
estimate of variable consideration at expected value or the most likely amount. However, the transaction price that
includes the amount of variable consideration only to the extent that it is high probable that a significant reversal in
the ammount of cumulative revenue recognized will not occur when the uncertainty associated with the variable
consideration is subsequently resolved.

(3) In the circumstance that the contract contains a significant financing component, the Company shall determine
the transaction price based on the price that a customer would have paid for if the customer had paid cash for
obtaining contrel over those goods or services. The difference between the transaction price and the amount of
promised consideration is amortized under effective interest method over contractual period. The effects of a
significant financing component shall not be considered if the Company expects, at the contract inception, that the
period between when the customer obtains control over goods or services and when the customer pays consideration

will be one year or less.
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{4) For contracts containing two or more performance obligations, the Company shall determine the stand-alone
selling price at contract inception of the distinct good underlying each performance obligation and allocate the

transaction price to each performance obligation on a relative stand-alone selling price basis.

(33{IV) Govemment subsidies

1. Government subsidies shall be recognized if, and only if, the following conditions are all met: (1} the Company
will comply with the conditions attaching to the grants; (2) the grants will be received. Monetary Government
subsidies are measured at the amount received or receivable. Non-monetary Government subsidies are measured at

fair value, and can be measured at nominal amount in the circumstance that fair value can’t be assessed.

2. Government subsidies related to assets

The amount of government subsidies used to purchase, construct, or form a long-term asset in other ways is regarded
as government subsidies related to an asset. If the government document is not clear, the judgment shall be based on
the basic conditions that must be met to obtain the subsidy, and the capital-related government subsidies shall be
regarded as the basic conditions for the formation of long-term assets through acquisition or construction or other
methods. A government subsidy related to an asset shall be recognized as deferred income and amortized to profit or
loss over the useful life of the related asset on a reasonable and systematic inanner. Government subsidies measured
in nominal amounts are directly included in current profits and losses. Where the relevant assets are sold, transferred,
scrapped or damaged before the end of their useful lives, the balance of the relevant deferred incoamne that has not

been allocated shall be transferred to the profit or loss of the asset disposal period.

3. Government subsidies related to income

Government subsidies related to income are Government subsidies other than those related to assets. For
Government subsidies that contain both parts related to assets and parts related to income, in which those two parts
are blurred and thus collectively classified as Government subsidies related to income. For Government subsidies
related to income used for compensating the related future cost, expenses or losses of the Company are recognized as
deferred income and are included in profit or loss or offset relevant cost during the period in which the relevant cost,
expenses or losses are recognized; for Government subsidies related to incomme used for compensating the related
cost, expenses or losses incurred to the Company, they are directly included in profit or loss or directly offset

relevant cost.

4. Govermnment subsidies related to the ordinary course of business shall be included into other income or offset
relevant cost based on business nature, while those not related to the ordinary course of business shall be included

into non-operating revenue or expenditures.

5. Policy interest subvention

{1) In the circumstance that govermment appropriates interest subvention to lending bank, who provides loans for the
Company with a policy subsidised interest rate, borrowings are carried at the amount received, with relevant
borrowings cost computed based on the principal and the policy subsidised interest rate.

(2) In the circumstance that government directly appropriates interest subvention to the Company, the subsidised

interest shall offset relevant borrowing cost.
(XX V) Contract assets, contract liabilities
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The Company presents contract assets or contract liabilities in the balance sheet based on the relationship between its
performance obligations and customers’ payments. Contract assets and contract liabilities under the same contract
shal offset each other and be presented on a net basis.

The Company presents an unconditional right to consideration (i.e., only the passage of time is required before the
consideration is due) as a receivable, and presents a right to consideration in exchange for goods that it has
transferred to a customer (which is conditional on something other than the passage of time) as a contract asset.

The Company presents an obligation to transfer goods to a customer for which the Company has received

consideration (or the amount is due) from the customer as a contract liability.

(XXVI) Deferred tax assets/Deferred tax liabilities

1. Deferred tax assets or deferred tax liabilities are calculated and recognized based on the difference between the
carrying amount and tax base of assets and liabilities (and the difference of the carrying amount and tax base of items
not recognized as assets and liabilities but with their tax base being able to be determined according to tax laws) and
in accordance with the tax rate applicable to the period during which the assets are expected to be recovered or the

liabilities are expected to be settled.

2. A deferred tax asset is recognized to the extent of the amount of the taxable income, which it is most likely to
obtain and which can be deducted from the deductible temporary difference. At the balance sheet date, if there is any
exact evidence that it is probable that future taxable profits will be available against which deductible temporary

differences can be utilized, the deferred tax assets unrecognized in prior periods are recognized.

3. At the balance sheet date, the carrying amount of deferred tax assets is reviewed. The carrying amount of a
deferred tax asset is reduced to the extent that it is no longer probable that sufficient taxable profits will be available
to allow the benefit of the deferred tax asset to be utilized. Such reduction is subsequently reversed to the extent that

it becomes probable that sufficient taxable income will be available.

4. The income tax and deferred tax for the period are treated as income tax expenses or income through profit or loss,
excluding those arising from the following circumstances: (a) business combination; and (b) the transactions or items

directly recognized in equity.

{XXVII) Leases

1. The Company as lessee

At the commencement date, the Company recognizes a lease that has a lease term of 12 months or less as a
short-term lease, which shall not contain a purchase option; the Company recognizes a lease as a lease of a low-value
asset if the underlying asset is of low value when it is new. If the Company subleases an asset, or expects to sublease
an asset, the head lease does not qualify as a lease of a low-value asset.

For all short-term leases and leases of low-value assets, lease payments are recognized as cost or profit or loss with
straight-line method over the lease term.

Apart from the above-mentioned short-term leases and leases of low-value assets with simplified approach, the
Company recognizes right-of-use assets and lease liabilities at the commencement date.

(1) Right-of-use assets

The right-of-use asset is measured at cost and the cost shall comprise: 1) the amount of the nitial measurewnent of

the lease liability; 2) any lease payments made at or before the commencement date, less any lease incentives
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received; 3) any initial direct costs incurred by the lessee; and 4) an estimate of costs to be incurred by the lessee in
dismantling and removing the underlying asset, restoring the site on which it is Jocated or restoring the underlying
asset to the condition required by the terms and conditions of the lease.

The Company depreciates the right-of-use asset using the straight-line method or unit-of-production method. Ifit is
reasonable to be certain that the ownership of the underlying asset can be acquired by the end of the lease term, the
Company depreciates the right-of-use asset from the commencement date to the end of the useful life of the
underlying asset. Otherwise, the Coinpany depreciates the right-of-use asset from the commencement date to the
earHer of the end of the useful life of the right-of-use asset or the end of the lease term.

At the balance sheet date, provisions for impairment loss are made at the difference between the carrying amount and
the recoverable amount when there is evidence indicating impairment loss.

{2) Lease liability

At the commencement date, the Company measures the lease liability at the present value of the lease payments that
are not paid at that date, discounted using the interest rate implicit in the lease. If that rate cannot be readily
determined, the Company’s incremental borrowing rate shall be used. Unrecognized financing expenses, calculated
at the difference between the lease payment and its present value, are recognized as interest expenses over the lease
term using the discount rate which has been used to determine the present value of lease payment and included in
profit or loss. Variable lease payments not included in the measurement of lease liabilities are included in profit or
loss in the periods in which they are incurred.

After the commencement date, if there is a change in the following items: (a) actual fixed payments; (b} amounts
expected to be payable under residual value guarantees; (c) an index or a rate used to determine lease payments; (d)
assessment result or exercise of purchase option, extension option or termination option., the Company remeasures
the lease Hability based on the present value of lease payments after changes, and adjusts the carrying amount of the
right-of-use asset accordingly. If the carrying amount of the right-of-use asset is reduced to zero but there shall be a

further reduction in the lease liability, the remaining amount shall be recognized into profit or loss.

2. The Company as lessor

At the commencement date, the Company classifies a lease as a finance lease if it transfers substantially ail the risks
and rewards incidental to ownership of an underlying asset. Otherwise, it is classified as an operating lease.

{1) Operating lease

Lease receipts are recognized as lease income with straight-line method over the lease term. Initial direct costs
incurred shall be capitalized, amortized on the same basis as the recognition of lease income, and included into profit
or loss by installments. Variable lease payments related to operating lease which are not included in the lease
payment are charged as profit or loss in the periods in which they are incurred.

(2) Finance lease

At the commencement date, the Company recognizes the finance lease payment receivable based on the net
investment in the lease (sum of the present value of unguaranteed residual value and lease receipts that are not
received at the commencement date, discounted by the interest rate implicit in the lease), and derecognizes assets
held under the fimance lease. The Company calculates and recognizes interest income using the interest rate implicit
in the lease over the lease term.

Variable lease payments not included in the measurement of the net investment in the lease are charged as profit or

loss in the periods in which they are incurred.
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3. Sale and leaseback

(1) The Company as the lessee

In accordance with the “CASBE 14 — Revenues”, the Company would assess and determine whether the transfer of
an asset in the sale and leaseback transaction is accounted for as a sale of that asset.

If the transfer of an asset is accounted for as a sale of the asset, the Company measures the right-of-use asset arising
from the leaseback at the proportion of the original carrying amount of the asset that relates to the right of use
retained by the Company. Accordingly, the Company recognizes only the amount of any gain or loss that relates to
the rights transferred to the lessor.

Otherwise, the Company continues the recognition of the transferred assets, and recognizes a financial liability equal
to the amount of transfer income in accordance with the “CASBE 22 — Financial Instruments: Recognition and
Measurement™ at the same time.

(2) The Company as the lessor

[n accordance with the “CASBE 14 - Revenues”, the Company would assess and determine whether the transfer of
an asset in the sale and leaseback transaction is accounted for as a sale of that asset.

If the transfer of an asset is accounted for as a sale of the asset, the Company accounts for the purchase of assets in
accordance with other applicable standards, and accounts for the lease of assets in accordance with the “CASBE 21 —
Leases”.

Otherwise, the Company does not recognize the transferred asset, but recognizes a financial asset equal to the
amount of transfer income in accordance with the “CASBE 22 — Financial Insiruments: Recognition and

Measurement™.

(XX V1) Work safety fund

The Company accrues work safety fund in accordance with the Circular on Management Measures on the Accrual
and Use of Work Safety Fund numbered Cai Qi [2012] 16 by Ministry of Finance and State Administration of Work
Safety. Standard work safety fund is included in the cost or current profit or loss, meanwhile accounted for under
“special reserve”. When work safety fund is used as an expense, it is to offset special reserve directly. When work
safety fund is qualified to be included in the cost of fixed assets, it is accounted for under “construction in progress”
and transferred to fixed assets when related safety projects reach the designed useful conditions; meanwhile, the cost
included in fixed assets is to offset “special reserve”, and accumulated depreciation shall be recognized at the same

amount. Such fixed assets shall not be depreciated in future periods.

(XXIX) Significant changes in accounting policies

Changes in accounting policies arising from changes in CASBEs

1. Since January 1, 2021, the Company has implemented the “CASBE 22-Recognition and Measurement of
Financial Instruments”, “CASBE 23-Transfer of Financial Assets”, “CASBE 24 — Hedging”, “CASBE 37 —
Presentation of Financial Instruments” (thereinafter refer to New Standards for Financial Instruments) revised by the
Ministry of Finance. According to the relevant provisions on the convergence of the old and new standards, the
information of the comparable period shall not be adjusted, and the difference between the new standards and the
original standards on the first execution date shall be retroactively adjusted to the retained eamings or other
comprehensive income at the beginning of the reporting period.

The New Standards for Financial Instruments change classification and measwrement of financial assets and
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determines three measurement categories: amortized costs; measuremnent at fair value through other comprehensive
income; and measurement at fair value through profits or loss. The Company considers its business model and the
contractual cash flow characteristics of financial assets to make the above classification. Equity investment should be
measured at fair value and the changes are recorded in the profits and losses, but non-trading equity investment can
be chosen to be initially recognized at fair value through other comprehensive income (gain or loss of disposal
cannot recover to profit and loss, but the dividend income is recognized in profits or loss), and the choice is
irrevocable.

The New Standards for Financia] Instruments require the impairment measurement of financial assets to be changed
from the "incurred loss model” to the "expected credit loss model”, which is applicable to the financial assets
measured at amortized cost, the financial assets measured at fair value through other comprehensive income, and
lease receivables.

(1) The main impact of the implementation of the New Standards for Financial Instruments en the Cempany’s

financial statements as of January 1, 2021, is as follows:

Balance Sheet

Items December 31, Impact of adjustments
on New Standards for January 1, 2021
2020 Financial Instruments

Notes receivable 27,526,521.00 -6,411,921.00 21,114,600.00

Receivables financing 6,411,921.00 6,411,921.00

Available-for-sale financial assets 623,470,000.00 -623,470,000.00

Other equity instrument investments 623,470,000.00 623,470,000.00
Short-term borrowings 747.039,236.09 874,938.88 747,914,174.97
Other payables 1,071,649.406.34 -972,389,950.15 99,259,456.19

Non-current liabilities due within one year

[Notel | 2,555,088,572.15 579,240,496.40 3,159,306,696.08
Other current liabilities [Note2] 4,080,521,944 .44 21,292,076.51 4,105,308,693.94
Long-term borrowings 37,196,300,000.00 37,196,300,000.00
Bonds payable 11,753,976,790.60 11,753,976,790.60
Long-term payables 20,727.,400,000.00 370,982,438.36 | 21,098,382,438.36

[Notel] Non-current liabilities due within one year were affected by the adjustment of the New Standards for
Financial Instruments by RMB579,240,496.40 yuan and the adjustment of the New Standards for Leases by
RMB24,977,627.53 yuan.

[Note2] Other current labilities were affected by the adjustment of the New Standards for Financial Instruments by
RMB21,292,076.51 yuan and the adjustment of the New Standards for Revenue by RMB3,494,672.99 yuan.

(2) On January 1, 2021, the classification and measurement results of the Company's financial assets and financial
liabilities in accordance with the New Standards for Financial Instruments and the Origimal Standards for Financial

Instruments are compared as follows:

Original Standards New Standards
Items ] ]
Measurement category | Carrying amount |Measurement category| Carrying amount
Cash and bank balances |AMOrtiZed costs (Loans| 5 49 55y g7096 | Amortized costs 7,109,251,879.26
and receivables)
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Items

Original Standards

New Standards

Measurement category

Carmrying arount

Measurement category

Carrying amount

Notes receivable

Amortized costs (Loans
and receivables)

27,526,521.00

Amortized costs

21,114,600.00

Fair value through
other comprehensive

6,411,92]1.00

mcome
Accounts receivable | >mortized costs (Loans | ) 040 27 494 68 | Amortized costs 1,049,787,424.68
and receivables)
Other receivables Amortized costs (Loans| - 5 454394 721 37 | Amortized costs 5,050,394,721.32
and receivables)
Available-for-sale 1::?)111;1‘{:\13111'1?3:11;{3: gnlllc?)tr}:lzr Fair value through
. P ) 623,470,000.00 | other comprehensive 623,470,000.00
financial assets (Assets available for .
sale) mncome
Short-term borrowings | /mortized costs (Other | .07 439 536 09 | Amortized costs 747.914,174.97
financial liabilifies)
Notes payable Amortized costs (Other | 350 375 63736 | Amortized costs 378,375,637.36
financial liabilities)
Accounts payable Amortized costs (Other | ) co- 154 193 50 | Amortized costs 1,687,104,423.59
fmancial liabilities)
Other payables Amortized costs (Other | ) 7y €16 40634 | Amortized costs 99,259,456.19
financial liabilities)
Other current liabilities | Amortized costs (Other | 00 551 944 44 | Amortized costs 4,105,308,693.94

[Note2]

financial liabilities)

Non-current liabilities
due within one year

[Notel]

Amortized costs (Other
financial liabilities)

2,555,088,572.15

Amortized costs

3.159,306,696.08

Amortized costs (Other

Long-term borrowings e qatess 37,196,300,000.00 Amortized costs 37,196,300,000.00
fmancial liabilities)
Bonds payable Amortized costs (Other | 1) 753 976 790 60 | Amortized costs | 11,753,976,790.60
financial liabilities)
Amortized costs (Other

Long-term payables

financial liabilities)

20,727,400,000.00

Amortized costs

21,098,382,438.36

[Notel] Non-current liabilities due within one year were affected by the adjustment of the New Standards for

Financial Instruments by RMB579,240,496.40 yuan and the adjustment of the New Standards for Leases by
RMB24,977.627.53 yuan.

[Note2] Other current liabilities were affected by the adjustment of the New Standards for Financial Instruments by
RMB21,292,076.51 yuan and the adjustment of the New Standards for Revenue by RMB3,494,672.99 yuan,

(3) On January 1, 2021, the adjustment statement of the carrying value of the Company's original financial assets and

financial liabilities to the carrying value of the new financial assets and financial liabilities classified and measured

in accordance with the New Standards for Financial Instruments is as follows:

Iterns

Carrying amount
under Original
Standards for

Fmancial Instruments
{December 31, 2020)

Reclassification

Remeasurement

Carrying amount under

New Standards for
Financial Instruments
(January 1, 2021)

1) Financial assets

a. Amortized costs

Cash and bank balances
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Carrying amount

Carrying amount under

under Original New Standards for
ltems Standards for Reclassification Remeasurement | .. .
. . Financial Instruments
Financial Instruments (January 1, 2021)
{December 31, 2020) !
The balance based on the
original CAS22 and based 7,109,251,879.26 7,109,251,879.26
on the new CAS22
Notes receivable 27,526,521.00
Less: Transfer out to be
measured at fair value
through other -6,411,921.00
comprehensive income—
equity instrument

investments (new CAS22)

The balance based on the
new CAS22

21,114,600.00

Accounts receivable

The balance based on the
original CAS22 and based
on the new CAS22

1,049,787,424.68

1,049,787.424.68

Other receivables

The balance based on the
origina! CAS22 and based
on the new CAS22

5,050,394,721.32

5,050,394,721.32

Total financial assets
measured at amortized costs

13,236,960,546.26

-6,411,921.00

13,230,548,625.26

b. Fair value through other comprehensive income

Receivables financing

The balance based on the
original CAS22

Add: Transfer from
amortized costs (origmal
CAS22)

6,411,921.00

The balance based on the
new CAS22

6,411,921.00

Available-for-sale financial
assets

The balance based on the
arigmal CAS22

623,470,000.00
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Carrying amount

Carrying amount under

under Original
Items Standards for Reclassification | Remeasurement New Standards for
- . Financial Instruments
Financial Instruments (ammaary 1, 2021)
(December 31, 2020) ry 1,

Less: Transfer out to be
measured at fair value
through other
comprehensive mcome—
equity instrument
investments (new CAS22)

-623,470,000.00

The balance based on the
new CAS22

Other equity instrument
investments

The balance based on the
original CAS22

Add: Transfer from
available-for-sale (origmal
CAS22) —specified as

623.,470,000.00

The balance based on the
new CAS22

623,470,000.00

Total financial assets
measures at fair value
through other
comprehensive income

623,470,000.00

6,411,921.00

629,881,921.00

2) Financial liabilities

Amortized costs

Short-term borrowings

The balance based on the
original CAS22

747,039,236.09

Add: Transfer from other
payables (interest payables)

874,938.88

The balance based on the
new CAS22

747,914,174.97

Notes payable

The balance based on the
original CAS22 and based
on the new CAS22

378,375,637.36

378,375,637.36

Accounts payable

The balance based on the
original CAS22 and based
on the new CAS22

1,687,104,423.59

1,687,104,423.59

Other payables
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Carrying amount
under Original

Carrying amount under
New Standards for

Items Standards for Reclassification Remeasurement | ... .
. ) Fmancial Instruments

Financial Instruments (January 1, 2021)
(December 31, 2020) Y5

The balance based on the

original CAS22 1,071,649,406.34

Less: Transfer to short-term

borrowings (interest -874,938.88

payables)

Less: Transfer to

non-current liabilities due 579,240,496 40

within one year (interest
payables)

Less: Transfer to other
current liabilities (interest
payables)

-21,292,076.51

Less: Transfer to long-term
payables {interest payables)

-370,982,438.36

The balance based on the
new CAS22

99,259,456.19

Non-current liabilities due
within one year

The balance based on the
original CAS22

2,555,088,572.15

Add: Transtfer from other
payables (interest payables)

579,240,496.40

Add: The amount affected
by the New Standards for
Leases

24,977,627.53

The balance based on the
new CAS22

3,159,306,696.08

Other current liabilities

The balance based on the
original CAS22

4,080,521,944.44

Add: Transfer from other
payables (interest payables)

21,292,076.51

Add: The amount affected
by the New Standards for
Revenue

3,494,672.99

The balance based on the
new CAS22

4,105,308,693.94

Long-term borrowings

The balance based on the
original CAS22 and based
on the new CAS22

37,196,300,000.00

37,196,300,000.00

Bonds payable
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Carrying amount Carrying amount under

under Original
. . New Standards for
Ttems Standards for Reclassification Remeasurement | _. .
) . Financial Instruments
Financial Instruments (Janu 1,2021)
(December 31, 2020) Y

The balance based on the
original CAS22 and based
on the new CA322

11,753,976,790.60 11,753,976,790.60

Long-term payables

The balance based on the

original CAS22 20,727,400,000.00

Add: Transfer from other

payables (interest payables) 370,982,438.36

The balance based on the

new CAS22 21,098,382,438.36

Total financial liabilities

mneasured at amortized costs 80,197.456,010.57

28,472,300.52 80,225,928,311.09

(4) On January 1, 2021, the adjustment statement of the closing balance of the Company's original financial assets
provision for impairment to the closing balance of the new financial assets provision for impairment classified and

measured in accordance with the New Standards for Fmancial Instruments is as follows:

Provision for loss under Provision for loss under
Items Original Standards for Reclassification | Remeasurement New Standards for
Financial Instruments ur Financial Instruments
{December 31,2020) {January 1,2021)
Accounts receivable 45,502,144.04 45,502,144.64
Other receivables 44,540.14 44,540.14

2. Since January 1, 2021, the Company has implemented the “CASBE 14-Revenue” (thereinafter refer to as New
Standards for Revenue) revised by the Ministry of Finance. According to the relevant provisions on the convergence
of the old and new standards, the information of the comparable period will not be adjusted, and the cumulative
impact of the new standards and the original standards implemented on the first execution date will be retroactively
adjusted for the initial retained eamnings and other relevant items in the financial statements of the reporting period.

The main impacts of the implementation of the New Standards for Revenue on the Company's financial statements

as of January 1, 2021, are as follows:

Balance Sheet

Items Tmpact of adjustments on

December 31, 2020

New Standards for Revenue

January 1, 2021

Advances received

44,175,342 .55

-32.314,351.80

11,860,990.75

Contract liabilities

28,819,678.81

28,819,678.81

Other current liabilities

4,080,521,944.44

3,494,672.99

4,105,308,693.94

[Note] Other current liabilities were affected by the adjustment of the New Standards for Financial Instruments by
RMB21,292,076.51 yuan and the adjustment of the New Standards for Revenue by RMB3,494,672.99 yuan.

3. Since January 1, 2021 (thereinafter refer to as the first execution date), the company has implemented the revised
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“CASBE 21-].eases” (thereinafter refer to as New Standards for Leases).

(1) For contracts that already existed before the first execution date, the company elects not to re-evaluate whether it
is a lease or an inclusive lease.

(2) For the lease contracts in which the company is the lessee, the company adjusts the amount of retained earnings
at the beginning of the reporting period and the amount of other relevant items in the financial statements based on
the cumulative impact of the implementation of New Standards for Leases and the Original Standards on the first
execution date, and no adjustment is made to the information in the comparable period. Details are as follows:

For the financial leases prior to the first execution date, the company separately mneasures the right-of-use assets and
lease liabilities based on the original carrying amount of the financial leased assets and the financial lease payables
on the first execution date.

For the operating leases prior to the first execution date, the company measures the lease liabilities based on the
present value of the remaining lease payments discounted at the company’s incremental borrowing interest rate on
the first execution date, and make necessary adjustments to the measuring right-of-use assets according to the
prepaid rent in an amount equal to the lease liabilities.

On the first execution date, the company conducts impairment test on right-of-use assets and conducts corresponding
accounting treatment in accordance with the provisions of Notes III (XX VII} to the financial statements.

1) The main impacts of the implementation of the New Standards for Leases on the Company's financial statements

as of January 1, 2021, are as follows:

Balance Sheet
Items Impact of adjustments on
December 31, 2020 New Standards for Leases January 1, 2021
Right-of-use assets 105,619,612.94 105,619,612.94
Non-current liabilities due within 2.555,088,572.15 24,977 ,627.53 3,159,306,696.08
one year [Note]
Lease liabilities 80,641,985.41 80,641,985.41

[Note] Non-current liabilities due within one year were affected by the adjustment of the New Standards for
Financial Instruments by RMB579,240,496.40 yuan and the adjustment of the New Standards for Leases by
RMB24,977,627.53 yuan.

2) The weighted average of the company's incremental borrowing rate for lease liabilities included in the balance
sheet on the first execution date is 4.68%.

3) For operating lease contracts that existed before the first execution date, the company adopts a simplified method.
a. For lease contracts completed within 12 months after the first execution date, the company adopts a siinplified
method and does not recognize right-of-use assets and lease liabilities.

b. Measurement of Right-of-use assets excludes initial direct costs.

¢. The company determines the lease term according to the actual exercise of the option to renew the lease or the
option to terminate the lease and other latest conditions before the first execution date.

d. As an alternative to the impairment test of the Right-of-use assets, the Company evaluates whether a contract
containing a lease is a loss contract prior to the first execution date in accordance with Accounting Standards for
Business Enterprises No.13-Contingencies and adjusts the Right-of-use assets based on the amount of loss provisions
recorded in the balance sheet date prior to the first execution date.

e. If lease change occurs before the first execution date, the company shall make accounting treatment according to
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the final arrangement of lease change.

The above simplified treatment has no significant impact on the company’s financial stateinents.

(3) For operating lease contracts for low-value assets that existed before the first execution date, the company adopts
a simplified method, does not recognize the right-of-use assets and lease liabilities, and conducts accounting
treatment in accordance with the New Standards for Leases from the first execution date.

{4) For the lease contract with the company as the lessor, the accounting treatment shall be carried out in accordance
with the New Standards for Leases since the first execution date.

(5) Treatment of sale-and-leaseback transactions that existed prior to the first execution date

For the sale-and-leaseback transactions existing before the first execution date, the company will not re-evaluate
whether the asset transfer complies with the “Accounting Standards for Business Enterprises No.14 -Revemue” as the
accounting treatment of sales on the first execution date.

For sale-and-leaseback transactions that are accounted for as sales and finance leases prior to the date of first
execution, the Coinpany, as seller (lessee), accounts for leasebacks in the same manner as for other finance leases
that exist on the date of first execution and continues to amortize the related deferred gains or losses over the lease
term.

For sale-and-leaseback transactions that are accounted for as sales and operating leases prior to the date of first
execution, the Company, as seller (lessee), accounts for leasebacks in the same manner as for other operating leases
that exist on the date of first execution and adjusts the Right-of-use assets according to the relevant deferred income

or loss recorded in the balance sheet before the first execution date.

4. The Company conducts the Interpretation of Accounting Standards for Enterprises No. 14 issued by the Ministry
of Finance in 2021 from January 26, 2021, and the changes of accounting policy have no impact on the company’s

financial statements.

5. The Company conducts the Interpretation of Accounting Standards for Enterprises No. 15 {Presentations Related
to Centralized Management of Funds) issued by the Ministry of Finance in 2021 from December 31, 2021, and the

changes of accounting policy have no impact on the company’s financial statements.

1V. Taxes and rates

(1) Main taxes and tax rates

Taxes Tax bases Tax rates

The output tax calculated based on the revenue from sales
of goods or rendering of services in accordance with the tax
Value-added 1ax (VAT) . ) . 3% 6%~ 9%-. 13%
law, net of the input tax that is allowed to be deducted in

the current period.

For housing property levied on the basis of price, housing
property tax is levied at the rate of 1.2% of the balance after
Housing property tax deducting 30% of the cost; for housing property levied on 1.2%. 12%
the basis of rent, housing property tax is levied at the rate of

12% of rent revenue.

Urban 1naintenance and

3 ver tax pai 9
construction tax Actual turnover tax paid 7%
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Taxes Tax bases Tax rates
Education surcharge Actual tumover tax paid 3%
Local education surcharge | Actual turnover tax paid 2%
Enterprise income tax Taxable income 15%. 20%. 25%

Different enterprise income tax rates applicable to different taxpayers:

Taxpayers Income tax rate
Shandong Rail Transit Engineering Consulting Co., Ltd. (hereinafter called as 20%
“Engineering Consulting Company™)

Jinan Metro Culture Media Co., Ltd. (hereinafter called as “Metro Media Company™) 20%
Universal Space Engineering Design Center Co., Ltd. (hereinafier called as “Universal 20%
Space Company™)

Jinan China Railway Track Green Development Co., Ltd. (hereinafter called as “Green 20%
Development Company”)

Jinan Rail Transit Industrial Park Investment Co., Ltd. (hereinafter called as “Industrial 20%
Park Investment Company™)

Shandong Rail Transit Research Institute Co., Ltd. (hereinafter called as “Rail Transit 20%
Research Institute™)

Shunjie (Shandong) Property Development Co., Ltd. (heremafter called as “Shunjie 0%
Property Company”™}

Jinan CREG Heavy Machinery and Rail Transit Equipment Co., Ltd. (hereinafter called 15%
as “CREG Heavy Machinery and Rail Transit Equipment Compaiy”)

Shandong Rail Transit Survey and Design Institute Co., Ltd. (hereinafter called as “Irack 15%
Survey and Design Company”)

Shandeng Aipu Electrical Equipment Co., Ltd. (hereinafter called as “Aipu Electric 15%
Company™)

Jinan Rail Urban Construction Pipe Manufacturing Co., Ltd. (hereinafter called as 15%
“Urban Construction Pipeline Company™)

Jinan Heavy Industry Co., Ltd. (hereinafter called as “Heavy Industry Company™) 15%
Taxpayers other than the above-mmentioned 25%

(I1) Tax preferential policies

1. According to Article | of the "Notice of the Ministry of Finance and the State Administration of Taxation on the
Relevant Tax Policies for the Reconstruction of Shanty Towns" (Caishui [2013]101): "First, the use tax of urban land
for the construction of the reconstruction and resettlement housing is exempted. "The company belongs to the
operation and management unit of the reconstruction and resettlement housing, and the land use tax and stamp tax

involved are exempted.

2. "Announcement of the State Admimistration of Taxation on Matters Conceming the Implementation of Preferential
Income Tax Policies Supporting the Development of Small and Low-profit Enterprises and Individual Industrial and
Commercial Households” State Administration of Taxation Announcement No.§ of 2021 stipulates: the portion of the
annual taxable income of small and low-profit enterprises not exceeding 1 million yuan shall be included in the
taxable income at a reduced rate of 12.5%, and the enterprise incoine tax shall be paid at a 20% tax rate. Engineering
Consulting Company, Metro Media Company, Universal Space Company, Green Development Company, Industrial

Park Investment Company, Rail Transit Research Institute and Shunjie Property Company meet the tax preferential
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conditions for small and low-profit enterprises.

3. According to Paragraph 2 of Article 28 of the "Enterprise Income Tax Law of the People's Republic of China", a
preferential tax rate of 15% shall be applied to the high-tech enterprises that need key support from the state. The
headquarters of Aipu Electric Company was recognized as a high-tech enterprise in 2008 and obtained the high-tech
enterprise certificate. It has been re-certified in 2020 and the qualification is vahd for 3 years; Track Survey and
Design Company was recognized as a high-tech enterprise in 2020 and obtained the high-tech enterprise certificate.
The qualification is valid for 3 years; Urban Construction Pipeline Company was recognized as a high-tech
enterprise in 2020 and obtained the high-tech enterprise certificate. The qualification is valid for 3 years; CREG
Heavy Machinery and Rail Transit Equipment Company was recognized as a high-tech enterprise in 2020 and
obtained the high-tech enterprise certificate. The qualification is valid for 3 years; Heavy Industry Company was
recognized as a high-tech enterprise in 2011 and obtained the high-tech enterprise certificate. It has been re-certified
in 2021 and the qualification is valid for 3 years. The headquarters of Aipu Electric Company, Track Survey and
Design Company, Urban Construction Pipeline Company, CREG Heavy Machinery and Rail Transit Equipment

Company and Heavy Industry Company meet the tax preferential policies and the imcome tax rate is 15%.

4. "Notice of the Ministry of Finance and the State Administration of Taxation on Continuing the Preferential
Policies for Reducing and Exempting Urban Land Use Taxes for Urban Bus Stations, Road Passenger Stations, and
Urban Rail Transit Systems" (Caishui [2019] No. 11) stipulates: Urban land use tax is exempted for urban bus
stations, road passenger stations and urban rail transit system operation land. The implementation peried is from

January 1, 2019 to December 31, 2021.

5. "Notice of the Ministry of Finance and the State Administration of Taxation on Extending the Implementation
Period of Certain Preferential Tax Policies" {Announcement of the Ministry of Finance and the State Administration
of Taxation [2021] No.6) exempts urban land use tax for the land used during the construction of public rental
housing and the land occupied after the completion of public rental housing. If the preferential tax policies stipulated

in this regulation have expired, the implementation period will be extended to December 31, 2023.

V. Business combination, consolidated financial statements, and interest in other entities

(D) Controlled secondary subsidiaries and significant tertiary subsidiaries

Registered capital
Subsidiaries level| Business natare | (in ten thousand Business scope
yuan)
1. Acquired through establishment
or investments
Jinan Rail Transit Group Resource Technology Development of urban rail transit
Development Co., Lid. (hereinafter| promotion and resources; Land consolidation and
" 2 _— . 458,000.00
called as “Resource Development application service development; Property management
Corporation™) industry etc.
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Registered capital

Subsidiaries level| Business nature | (in ten thousand Business scope
yuan)
Planning, design, and construction
of rail transit engineering, road and
Jinan Rail Transit Group bridge engineering, and municipal
Cons‘_cruction Investment Co., Ltd. Other financial engineering; Developmeflt, .
(hereinafter called as 2. d 1,070,000.00 | management, and operation of rail
“Construction Investment industry transit projects; External investment
Company”) with own assets; Real estate
development and operation;
Property management, etc.
Jinan Rail Transit Group Asset . Invest with own funds and conduct
Management Co., Ltd. (hereinafter Commercial .
called as “Asset Management 2 service industry 200,000.00 | asset ma nagetnent and mmvestment
L consulting for investment projects
Corporation™)
Jinan Transportation Development Use own funds to invest in
Investme{:t Co., Ltd. @ereinaﬂer Capital Market rail“ia?'s, airpor?s, rail fransit, and
called as “Iransportation 2 Services 600,000.00 | municipal road infrastructure and
Development Investment do investment consulting for
Corporation™) investment projects
Real estate developnent and
operation; Property management;
House leasing {excluding financial
leasing); Park management
services; General contracting of
Jinan Rail Transit Group Real Real estate construction projects, professional
Estate Co., Ltd. (hereinafter called | 2 | . d 100,000.00 | contracting of building decoration
as “Rail Real Estate Corporation™) ndustry projects {operating with
qualification certificates) and other
projects that are not prohibited or
do not require business licenses
according to laws, regulations and
decisions of The State Council
General projects: rail transit
construction machinery and parts
sales; Rail transit operation
management system development;
Rail transit special equipment, key
systems and components sales;
Housing rental; Non-residential real
Jinan Rail Transit Group Operation Road transport estate leasing, Mechanical
Co., Ltd. {(hereinafter called as 2 . d P 50,000.00 | equipment leasing; Conference
“Rail Operating Company”) Industry and Exhibition services; Property
management;, Technical services,
technology development,
technology consultation, technology
exchange, technology transfer, and
technology promotion. Licensed
projects: Urban public
transportation
Rail transit operation and
Jinan Rail Transit Group First tnégﬁigf:)nen;’esz;; tr;gilttan d
Operation Co., Ltd. (hereinafter 2 Road transport 10.000.00 technicalggerviCES'PLeasin of
called as “Rail First Operating industry e : &

Company™)

venues and facilities; Exhibition
display services; Equipment rental
and maintenance
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Subsidiaries

level

Business nature

Registered capital
{in ten thousand

yuan)

Business scope

Engineering Consulting Company

Commercial
service industry

2,000.00

General projects: Engineering
management services; Bidding
agency services; Planning and
design management; (Government
procurement agency services,
Enterprise management consultng;
Information technology consulting
services; Technology intermediary
services; Conference and exhibition
services; Information consulting
services (excluding licensing
information consulting services),
etc.

Track Survey and Design
Company

Commercial
service industry

16,000.00

Engineering and technical
consulting services; Engineering
design; Rail transit engineering;
Engineering investigation;
Engineering design; Planning and
desipn management; Project general
coniracting services; Construction
labor subcontracting; FEngineering
project management; Engineering
supervision; Engineering consulting
services, Engineering cost
consultation, Engineering
technical consultation; Surveying
and mapping services; Engineering
quality testing; Bidding agency
services; Development and sales of
building materials and other
projects that are not prohibited by
laws, regulations and decisions of
The State Council and do not
require business licenses

Rail Transit Research Institute

Research and
experimental
development

5,000.00

Licensed iteins: construction
engineering design; construction
engineering quality inspection.
General projects: engineering and
technology research and
experimental development;
engineering management services;
technical services, technology
developinent, technology
consulting, technology exchange,
technology transfer, technology
promotion; technology intermediary
services, etc.

Page 43 of 98

—F-47 -



Subsidiaries

level

Business nature

Registered capital
(in ten thousand
yuan)

Business scope

Shandong Yingtong Develepment
Co., Ltd. (hereinafter called as
“Yingtong Development
Company”™)

Commercial
service industry

100,000.00

Land consolidation services;
Investment activities with
self-owned funds; Advertising
design and agency; Advertising
production; Hotel management;
Property management; Various
engineering construction activities;
Real estate development and
operation; Construction labor
subcontracting

Jinan Shuntong International Co.,
Ltd. (hereinafter called as
“Shuntong International
Company™)}

Commercial
service industry

10.00 in ten
thousand
American
Dollars

Engaged in Rail transit planning,
Design, Financing and other
businesses

Jilai High Speed Railway Co., Ltd.
(hereinafter called as “Jilai High
Speed Rail Company™)

Commercial
service industry

100,000.00

Construction of ratlway
engineermg, road engineering,
municipal public works and
photovoltaic power generation
projects; Passenger transport;
Investment in railway and
municipal road infrastructure with
own funds and consultation on
investment projects (without the
approval of the financial regulatory
authorities, it is not allowed to
engage in financial services such as
deposit abserption, financing
guarantee and financing on behalf
of customers); Land consolidation
service; Real estate development
and sales; House lease; Mineral
products, building materials,
chemical products (excluding
dangerous chemicals) sales;
Railway technical consulting
services, Domestic advertising
design, production, agency, release;
Travel agency service; Property
management; Car park services;
Warehousing services (excluding
dangerous chemicals); Catering
services; Tourism services; New
energy development; Railway
transportation; Road transport of
goods and other items that are not
prohibited or do not require
business licenses in accordance
with laws, regulations and decisions
of The State Council
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Subsidiaries

level

Business nature

Registered capital
(in ten thousand

yuan)

Business scope

Jinan Dongtie Rail Transit
Building Materials Co., Ltd.
(hereinafter called as “Dongtie
Bujlding Materials Company™)

Non-metallic
mineral products
industry

5,000.00

Production and sales of rail transit
building materials, ready-nixed
concrete and admixtures,
prefabricated components, and
building materials (eperated by
environmental assessment); Storage
services (excluding dangerous
goods); dedicated cargo
transportation (operated by permit)

Jinan Quantie Rail Transit
Building Materials Co., Ltd.
(hereinafter called as “Quantie
Building Materials Company”™)

Non-metallic
mineral products
mdustry

5,000.00

Production and sales of rail transit
building materials, ready-mixed
concrete and admixtures,
prefabricated components, and
building materials (operated by
environmental assessment); Storage
services (excluding dangerous
goods); dedicated cargo
transportation (operated by permit)

Urban Construction Pipeline
Company

Non-metallic
mineral products
industry

1,000.00

Manufacture and sales of concrete
segments, concrete precast
components, and metal structural
parts; Recycling and processing of
construction waste; Sales of cement
products and commercial concrete

Jinan Rail Transit Group
Commercial Factoring Co., Ltd.
(hereinafter called as “Commercial
Factoring Company™)

Other financial

mdustry

30,000.00

Licensed project: Commercial
factoring business

2. Acquired through business
combination not under common
control

Aipu Electric Company

Electrical
machinery and
equipment
manufacturing

10,000.00

Installation (repair, trial) and
leasing of electric power facilities;
Developimnent, design, production
and sales of power equipment and
accessories, electronic equipment
and accessories, transmission and
transformation equipment,
transmission and distribution
equipment, electrical components;
Operation and maintenance of
electrical equipment; Iron products
processing; Economic information
consultation; Technical consulting
services for power supply and
consumption; Wholesale and
retail of hardware products;
Construction labor subcontracting;
Sell electricity; Research and
development, design,
manufacturing, sales, installation,
maintenance and leasing of electric
vehicle charging facilities; Electric
vehicle rental services, charging
and changig services, sales,
maintenance services, etc
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Subsidiaries

level

Business nature

Registered capital
(in ten thousand

yuan)

Business scope

Jinan Heavy Industries Group Co.,
Ltd. (hereinafter called as “Heavy
Industries Group Company™)

General
equipment
manufacturing

£0,000.00

Production, Processing and sales:
Shield machine, Tunnel beoring
machine, Environmental protection
desulfurization equipment, Electric
power equipment, Metallurgical
equipment, mining equipment,
Building materials equipment;
Mechanical parts, Metal material
processing; Mechanical equipment
installation and maintenance;
Mechanical equipment technology
Development and technical
services; Measurement and testing
services; Shield machine and
mechanical equipment leasimg;
House leasing; Site leasing; Road
cargo transportation, etc.

Jinan Wenquan City General
Aviation Co., Ltd. (hereinafter
called as “General Aviation
Company™)

Air transport
industry

15,000.00

Construction and management of
general aviation airports; Sales,
leasing, maintenance and repair of
general aircrafi; Sales of daily
provisions; Sightseeing tourism;
Transportation of goods; Crop pest
control; Medical aid

(Continued)
S Actual mvestment | , tual net investment Holding Voting right
Subsidiaries up to period-end (in balance in subsidiaries| proportion (%) | propertion (%)
ten thousand yuan)
1. Acquired through establishment
or investments
Resource Development Corporation 777,000.00 96.16 [Notel] 96.16
Construction Investment Company §17,000.00 76.36 [Notel ] 76.36
Asset Management Corporation 200,068.11 100.00 100.00
Transportation Deve!opment 100,000.00 100.00 100.00
Investment Corporation
Rail Real Estate Corporation 100,000.00 100.00 100.00
Rail Operating Company [Note2] 100.00 100.00
Rail First Operating Company 100.00 100.00
[Note2]
Engineering Consulting Company 500.00 100.00 100.00
Track Survey and Design Company 5,200.00 70.00 70.00
Rail Transit Research Institute 100.00 100.00
[Note2]
Yingtong Development Company 18,000.00 60.00 60.00
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Subsidiaries uAi?a{arHil;;-set:]I:ie?i; Actual net investment Holding Voting right
piop balance in subsidiaries| proportion (%) | proportion (%)
ten thousand yuan)
Shuntong International Company
[Note2] 100.00 100.00
Jilai High Speed Rail Company
[Note2] 100.00 100.00
Dongtie Building Materials 2.750.00 55.00 5500
Company
Quantie Building Materials
Company 2,750.00 55.00 55.00
Urban Construction Pipeline 6,095.40 51.00 51.00
Company
Commercial Factoring Company 30,000.00 100.00 100.00
2. Acquired through business
combination not under common
contro!
Aipu Electric Company 40,134.06 57.00 57.00
Heavy Industries Group Company 85,700.00 100.00 100.00
General Aviation Company 13,317.00 88.78 88.78

[Notel] The Company has increased the capital of its subsidiary Resource Dievelopment Corporation by RMB3.52
billion yuan, and has increased the capital of its subsidiary Construction Investment Company by RMB380.00 million
yuan, but has not changed two companies’ articles of association and registered for industry and commerce. As a
result, the actual shareholding ratios are inconsistent with the voting right ratios.

[Note2] As of December 31, 2021, the Company has not actually invested in the Rail Operating Company, the Rail
First Operating Company, the Rail Transit Research Institute, the Shuntong International Company and the Jilai High
Speed Rail Company etc.

(II) Remarks on unusual situations

Remarks on losing control over subsidiaries of which the parent company has more than half voting right

In November 2018, the company's subsidiary Asset Management Corporation and the joint venture Jinan Shengyue
Investment Management Co., Ltd. signed an agreement to jointly establish a Jinan Shengyue Rail Transit Industry
Investment Fund Partnership (Limited Partnership): the company as a limited partner subscribed to contribute
RMB250 million yuan, Jinan Shengyue Investment Management Co., Ltd. subscribed to capital of RMB10 million
yuan, a total of RMB260 million yuan as registered capital, of which Jinan Shengyue Investment Management Co.,
Ltd. is the executive partner. According to the agreement, the company does not participate in the actual operation,

so it faited to form control.

(I11) Remarks on changes in the consolidation scope during the reporting period

Subsidiaries newly brought into the consolidation scope

1. Remarks on subsidiaries acquired through direct establishment or investments

(1) The Company established Rail Transit Research Institute in the current period. On 18 March 2021, the Rail

Transit Research Institute was registered at administration for industry and commerce, and obtained a social credit
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code numbered 31370102MA3WEGI56A with registered capital of RMB50 million yuan, of which, RMB50 million
yuan is contributed by the Company, accounting for 100% of the registered capital, which indicates that the
Company holds substantial control over it. It is brought to the consolidation scope since foundation.

(2) The Company and Jinan Laiwu District Economic Development and Investment Company jointly established
Yingtong Development Company in the current period. On 28 May 2021, the Yingtong Development Company was
registered at admimistration for industry and commerce, and obtained a social credit code numbered
91370116MA946YLN4Ll with registered capital of RMB1 billion yuan, of which, RMB600 million yuan is
contributed by the Company, accounting for 60% of the registered capital, which indicates that the Company holds
substantial control over it. It is brought to the consolidation scope since foundation.

(3) The Company estabhshed Shuntong Intemational Company in the current period. On 6 October 2021, the
Shuntong International Company completed the company registration certificate procedures, and obtained company
registration statement No.3091133 with registered capital of 0.1 million American dollars, of which, 0.1 millien
American dollars are contributed by the Company, accounting for 100% of the registered capital, which indicates
that the Company holds substantial control over it. It is brought to the consolidation scope smce foundation.

{(4) The subsidiary Company Rail Real Estate Corporation and China Tiegong Investment & Construction Group Co.,
Ltd. jointly established Green Development Company in the current period. On 14 April 2021, the Green
Development Company was registered at administration for industry and commerce, and obtained a social credit
code numbered 91370112MA3WMO6W1() with registered capital of RMBI1 bilkon yuan, of which, RMB550
million yuan is contributed by the subsidiary Company Rail Real Estate Corporation, accounting for 55% of the
registered capital, which indicates that the Company holds substantial control over it. It is brought to the
consolidation scope since foundation.

(5) The subsidiary Company Transportation Development Investment Corporation, Jigang Defense Technology Co.,
Ltd. and Aerospace Information Research Institite, Chinese Academy of Sciences jointly established Times Low
Altitude (Shandong) Industrial Development Co., Ltd. in the current period. On 26 February 2021, the Times Low
Altitude (Shandong) Industrial Development Co., Ltd. was registered at administration for indusiry and cominerce,
and obtained a social credit code numbered $1370126MA3W930U41 with registered capital of RMB250 million
yuan, of which, RMB127.5 million yuan is confributed by the subsidiary Company Jinan Transportation
Development Investment Co., Ltd., accounting for 51% of the registered capital, which indicates that the Company
helds substantial control over it. It is brought to the consolidation scope since foundation.

(6) The subsidiary Company Transportation Development Investment Corporation and China Aviation Industry
General Aircraft Co., Litd. jointly established Jinan General Airport Management Co., Ltd. in the current period. On
23 September 2021, the Jinan General Airport Managenent Co., Ltd. was registered at administration for industry
and commerce, and obtained a social credit code numbered $1370126MA94YP6091 with registered capital of
RMBI10 million yuan, of which, RMB6 million yuan is contributed by the subsidiary Company Transportation
Development Investment Ceorporaticn, accounting for 60% of the registered capital, which indicates that the
Company holds substantial control over it. It is brought to the consolidation scope since foundation,

(7) The subsidiary Company Transportation Development Investment Corporation and Shanghe County Industrial
Investment Development Group Co., Ltd. jointly established Jman Shanghe General Aviation Industrial Park
Development Co., Ltd. in the current period. On 10 December 2021, the Jinan Shanghe General Aviation Industrial

Park Development Co., Ltd. was registered at administration for industry and commerce, and obtained a social credit
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code numbered 91370126MATEAUNS67 with registered capital of RMB200 million yuan, of which, RMB180
million yuan is contributed by the subsidiary Company Transportation Development Investment Corporation,
accounting for 90% of the registered capital, which indicates that the Company holds substantial control over it. It is
brought to the consolidation scope since foundation.

(8) The subsidiary Company Resource Development Corporation established Jinan Shunyue Construction
Development Co., Ltd. in the current period. On 25 May 2021, the Jinan Shunyue Construction Development Co.,
Ltd. was registered at administration for industry and commerce, and obtained a social credit code numbered
91370112MA9460EW06 with registered capital of RMB10 million yuan, of which, RMB10 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial contro} over it. It is brought to the consolidation scope
since foundation.

(9) The subsidiary Company Resource Development Corporation established Jinan Shunxing Real Estate Co., Ltd. in
the current period. On 25 May 2021, the Jinan Shunxing Real Estate Co., Ltd. was registered at administration for
industry and commerce, and obtained a social credit code numbered 91370104MA9466HM45 with registered capital
of RMB10 million yuan, of which, RMB10 million yuan is contributed by the subsidiary Company Resource
Development Corporation, accounting for 100% of the registered capital, which indicates that the Company holds
substantial control over it. It is brought to the consolidation scope since foundation.

(10} The subsidiary Company Resource Development Corporation established Jinan Shunyue Real Estate Co., Ltd.
in the current period. On 25 May 2021, the Jinan Shunyue Real Estate Co., Ltd. was registered at administration for
industry and commerce, and obtained a social credit code numbered 91370104MA9466J07E with registered capital
of RMBI10 million yuan, of which, RMB10 million yuan is contributed by the subsidiary Company Resource
Development Corporation, accounting for 100% of the registered capital, which indicates that the Company holds
substantial control over it. It is brought to the consolidation scope since foundation.

(11) The subsidiary Company Resource Development Corporation established Jinan Shunquan Construction
Development Co., Ltd. in the current period. On 17 September 2021, the Jinan Shunquan Construction Development
Co., Ltd. was registered at administration for industry and comnerce, and obtained a social credit code numbered
91370112MA94XYIRIP with registered capital of RMB100 million yuan, of which, RMB100 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(12) The subsidiary Company Resource Development Corporation established Jinan Shunmeng Construction
Development Co., Ltd. in the current period. On 15 December 2021, the Jinan Shunmeng Construction Development
Co., Ltd. was registered at administration for industry and commerce, and obtained a social credit code numbered
91370112MAT7EXEGS8A with registered capital of RMB350 million yuwan, of which, RMB50 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(13) The subsidiary Company Resource Development Corporation established Jinan Shunzhuang Construction
Development Co., Ltd. in the cumrent period. On 15 December 2021, the Jinan Shunzhuang Construction
Development Co., Ltd. was registered at administration for industry and commerce, and obtained a social credit code
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numbered 91370102MA7EIT136U with registered capital of RMB50 million yuan, of which, RMB50 million yuan
is contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the
registered capital, which indicates that the Company holds substantial control over it. It is brought to the
consolidation scope since foundation.

(14) The subsidiary Company Resource Development Corporation established Jinan Shunjing Construction
Development Co., Ltd. in the current period. On 15 December 2021, the Jinan Shunjing Construction Development
Co., Ltd. was registered at admmistration for industry and commerce, and obtained a social credit code numbered
913701 12ZMATEXESP78 with registered capital of RMBS50 million yuan, of which, RMBS50 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(15) The subsidiary Company Resource Development Corporation established Jinan Shunhan Construction
Development Co., Ltd. in the cuwrrent period. On 15 December 2021, the Jinan Shunhan Construction Development
Co., Ltd. was registered at administration for industry and commerce, and obtained a social credit code numbered
91370112MATDF4CT78B with registered capital of RMB50 million yuan, of which, RMB50 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(16) The subsidiary Company Resource Development Corporation established Jinan Shunyao Construction
Development Co., Ltd. in the current period. On 15 December 2021, the Jinan Shunyao Construction Development
Co., L.td. was registered at administration for industry and commerce, and obtained a social credit code numbered
91370112MA7E4TPJ8H with registered capital of RMBIQ million yuan, of which, RMB10 million yuvan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(17) The subsidiary Company Resource Development Corporation established Jinan Shunmi Construction
Development Co., Ltd. in the current period. On 15 December 2021, the Jinan Shunrui Construction Development
Co., Lid. was registered at administration for industry and commerce, and obtained a social credit code numbered
9137011ZMA7EATTGIK with registered capital of RMB10 millien yuan, of which, RMB10 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(18) The subsidiary Company Resource Development Corporation established Jinan Shunging Construction
Development Co., Ltd. in the current period. On 15 December 2021, the Jinan Shunging Construction Development
Co., Ltd. was registered at administration for industry and commerce, and obtained a social credit code numbered
913701 12MA7EIPB045 with registered capital of RMBI10 million yuan, of which, RMB10 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(19) The subsidiary Company Resource Development Corporation established Jinan Shunbo Construction
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Development Co., Ltd. in the current period. On 15 December 2021, the Jinan Shunbo Construction Development
Co., Ltd. was registered at administration for industry and commerce, and obtained a social credit code numbered
913701 12MA7EXES67D with registered capital of RMB10 million yuan, of which, RMBI10 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(20) The subsidiary Company Resource Development Corporation established Jinan Shunqun Construction
Development Co., Ltd. in the current period. On 15 December 2021, the Jinan Shunqun Construction Development
Co., Ltd. was registered at administration for industry and commerce, and obtained a social credit code numnbered
913701 12MATEXE2(Q65 with registered capital of RMB10 million yuan, of which, RMB10 milkon yuvan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(21) The subsidiary Company Resource Development Corporation established Jinan Shunce Construction
Development Co., Ltd. in the current period. On 15 December 2021, the Jinan Shunce Censtruction Development
Co., Ltd. was registered at administration for industry and commerce, and obtained a social credit code numbered
913701 12MA7DF4477T with registered capital of RMBI0 milkon yuan, of which, RMB10 million yuan is
contributed by the subsidiary Company Resource Development Corporation, accounting for 100% of the registered
capital, which indicates that the Company holds substantial control over it. It is brought to the consolidation scope
since foundation.

(22) The subsidiary Company Shunjie Property Company established Shun’ an (Shandong) Mechanical and
Electrical Engineering Co., Ltd. in the current period. On 5 November 2021, the Shun” an (Shandong) Mechanical
and Electrical Engineering Co., Ltd. was registered at administration for industry and commerce, and obtained a
social credit code numbered 91370112MA7C7R600G with registered capital of RMB3 million yuan, of which,
RMB3 million yuan is confributed by the subsidiary Company Shunjie Property Company, accounting for 100% of
the registered capital, which indicates that the Company holds substantial control over it. It is brought to the
consolidation scope since foundation.

(23) The subsidiary Company Track Survey and Design Company and Jinyun Data Technology Co., Ltd. jointly
established Shandong Rail Transit Information Co., Ltd. in the current period. On 18 August 2021, the Shandong
Rail Transit Information Co., Ltd. was registered at administration for industry and commerce, and obtained a social
credit code numbered $1370112MA9%4P8YG28 with registered capital of RMB10 million yuan, of which, RMB7.5
million yuan is contributed by the subsidiary Company Track Survey and Design Company, accounting for 75% of
the registered capital, which indicates that the Company holds substantial control over it. It is brought to the
consolidation scope since foundation.

(24) On December 6, 2021, the subsidiary Company Asset Management Corporation as the general partner and the
executive partner subscribed for RMB1 million yuan, accounting for 0.04%, Shenzhen Qianhailian Yirong
Commercial Factoring Co., [.td. as a Class A limited partner subscribed RMB2 billion yuan, accounting for 79.97%,
and the Company as a Class B limited partner subscribed RMBS500 1nillion yuan, accounting for 19.99%, jointly
established Jinan Shuntong Jiecheng Investmment Partnership (Limited Partnership) and signed the partnership
agreement of Jinan Shuntong Jiecheng Investment Partnership (Limited Partnership). The agreement stipulates that

Page 51 of 98

—-F-55-



the subsidiary Company Asset Management Corporation will act as the executive partner to execute partnership
matters, and establish an investment decision-making commiltee. The investment decision-making committee is
composed of three person appointed by each of the three shareholders and each has cone vote. Resolutions made by
the investment committee on related matters must be approved by half (Not included). The approval of the
commitiee members is considered as approval. Although the Company and the subsidiary Company Asset
Management Corporation collectively hold 20.03% of the shares, the subsidiary Company Asset Management
Corporation acts as the executive partner to manage the affairs of the parmership and two of the three members of
the investment decision-making committee belong to the Company, which indicated that major matters can be

decided. 1t is brought to the consolidation scope since foundation.

2. Remarks on subsidiaries acquired through business combination not under cormmon control

(1) The Office of the State-owned Assets Supervision and Administration Commission of the Jinan Municipal
People's Government issued the document "Approval for the Plan of Jinan Rail Transit Group Co., Ltd. to
Reorganize Jinan Heavy Industries Group Co., Ltd." (Jiguozi Income [2020] No.1), which agreed to 52.63% of the
state-owned equity of Heavy Industries Group Company was transferred to the Company free of charge. After the
transfer, the Heavy Industries Group Company became the Company's holding subsidiary Company. In February
2021, Jinan State-owned Assets Investment Co., Ltd., CCB Capital Management Co., Ltd. and the Company signed
the "Supplementary Agreement for Equity Acquisition” as follows: Before February 3 2021, the Company as the
first repo, completed the acquisition of CCB Capital Management Co., Ltd., through the asset management plan to
obtain the entire equity amount of Heavy Industries Group Company of 247 million yuan (including the registered
capital of 90 million yuan and the capital premium of 157 million yuan), and on April 14 2021, completed and
registered the equity. Heavy Industries Group Company became a wholly-owned subsidiary of the Company. In
December 2021, the subsidiary Company Jinan Shuntong International Co., Ltd. increased capital and shares of
Heavy Industries Group Company, subscribed for a registered capital of 610 million yuan, accounting for 76.25% of
the shares, and the Company accounted for 23.75% of the shares. The company officially took over the Heavy
Industries Group Company on January 12021, so it is brought te the consolidation scope since January 1, 2021.

{2) According to the "Equity Transfer Agreement” signed by the subsidiary Company Track Survey and Design
Company and the natural person Miao Xuejun in November 2021, the company acquired the 100.00% equity of
Universal Space Company held by Miao Xuejun at a price of RMB5.5 million yuan. The company has completed the
mdustrial and commercial change registration of Universal Space Company on December 3 2021, and has gone
through the comresponding property rights transfer procedures, so it is brought to the consoclidation scope since

Decemmber, 2021. As of December 31 2021, the equity transfer payment has not been paid.

(IV) Subsidiaries newly included into the consolidation scope

Entities Closing balance of net assets | Net profit of the current period
Rail Transit Research Institute 513,750.05 513,750.05
Yingiong Development Company {consolidation) 300,000,000.00
Shuntong International Company -1,030,099.50 -1,030,099.50
Heavy Industries Group Company (consolidation) 631,208,456.47 -32,963,665.14

Times Low Altitude (Shandong) Industrial

Development Co., Ltd.

44,584.611.69

-415,388.31
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Entities

Closing balance of net assets

Net profit of the current period

Jinan General Airport Management Co., Ltd.

Jinan Shanghe General Aviation Industrial Park
Development Co., Ltd.

Green Development Cownpany 30,213,633.35 213,633.35
Jinan Shungquan Construction Development Co.,
100,000,000.00
Ltd.
Jinan Shunmeng Construction Development Co.,
Ltd.
Jinan Shunzhuang Construction Development Co.,
Ltd.
Jinan Shunjing Construction Development Co.,
Ltd.
Jinan Shunhan Construction Development Co.,
Ltd.
Jinan Shunyao Construction Development Co.,
Ltd.
Jman Shunrui Construction Development Co., Ltd.
Jinan Shunging Construction Development Co.,
Ltd.
Jinan Shunbo Construction Development Co., Ltd.
Jiman Shunqun Construction Development Co.,
Ltd.
Jinan Shunce Construction Development Co., Ltd.
Jinan Shunyue Real Estate Co., Ltd. 10,000,000.00
Jinan Shunyue Construction Development Co.,
10,000,000.00
Ltd.
Jinan Shunxing Real Estate Co., Ltd. 10,000,000.00
Shandong Rail Transit Information Co., Lid. 1,166,716.16 166,716.16
Universal Space Company 2,785,275.76 -30,193.13
Jinan Shuntong Jiecheng Investment Partmership
_ . 2,501,000,050.00 50.00
(Limited Partnership)
(V) Main financial data of significant associates
Closing balance | Closing balance | Closing balance Total operating Net profit of the
Investees S revenue of the .
of total assets | of total liabilities | of total net assets . current period
current period
Jinan Railway Zhongtie
New Building Materials | 210,468,696.33 | 94,951,908.05 | 115,516,788.28 146,287,312.67 | 11,650,335.14
Co., Ltd.
Jinan Rail Zhongtie Pipe| 3¢ (13 71 33 | 110,272,560.77 | 126,341,110.56 | 96,159,974.08 | 15,699,462.47
Manufacturing Co., Ltd.
Shandong Hi-Speed
Engineering Inspection | 225,587,298.03 | 100,108,721.41 | 125,478,576.62 191,327,600.68 | 40,955,165.85

Co., Ltd.

[Note] The information of Jinan Rail Zhongtie Pipe Manufacturing Co., Ltd. and Shandong Hi-Speed Engineering

Inspection Co., Ltd. has not been audited.
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V1. Notes to items of consolidated financial statements

Remarks: “Opening balance™ refers to “closing balance of last year” after the adjustment of the New Standards for

Financial Instruments, the New Standards for Revenue and the New Standards for Leases balances as at January 1,

2021.

(I) Notes to items of the consolidated balance sheet

1. Cash and bank balances

(1) Details
ltems Closing balance Opening balance

Cash on hand 38.86

Cash in bank 8,584,605,961.63 0,924,495,726 .41

Other cash and cash equivalents 1,203,242,361.93 184,756,152.85
Total 9,787.848,362.42 7,109,251,879.26
Including: Deposited overseas 27,168,736.68

(2) Details of restricted monetary capital

Ttems Closing balance Opening balance
Bank acceptance margin 1,165,858,100.96 147,592,600.42
Construction labor wage deposit 10,111,913.26 10,000,000.00
Security deposits of Letter of Guarantee 13,291,300.69 26,966,023.20

Others

11,548,324.93

15,212,260.20

Subtotal

1,200,809,639.84

199.770,883.82

[Note] Others are mainly land reclamation deposits, etc.

(3) Cash and bank balances-Foreign Currency Monetary Funds

Closing balance
ITtems -
Original currency and amount Exchange rate Amount in RMB
Cash in bank USD4,261,294.71 6.3757 27,168,736.68
Subtotal UsSD4,261,294.71 -- 27,168,736.68

2. Notes receivable
(1) Details

1) Details on categories

Closing balance

. Book balance Provision for bad debts
Categories Carrvi .
fed arTying amoun
Amount % to fotal Amount va}smn e
proportion (%)
Receivables with provision for
bad debts made on a collective | 141,257,457.34 100.00 | 873,620.00 0.62 | 140,383,837.34
basis
Including: Bank acceptance
Trade acceptance 141,257,457.34 100.00 | 873,620.00 0.62 | 140,383,837.34
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Total 141,257,457.34 100.00 | 873,620.00 0.62 | 140,383,837.34
{Continued}
Opening balance [Note]
. Book balance Provision for bad debts
Categories Catrvi ;
- ing amoun
Amount % to total Amount Prov!smno AHYInE
proportion (%)
Receivables with provision
for bad debts made on a 21,114,600.00 100.00 21,114,600.00
collective basis
Including: Bank acceptance
Trade acceptance 21,114,600.00 100.00 21,114,600.00
Total 21,114,600.00 100.00 21,114,600.00

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note III{XXIX)1 to the financial statements.

2) Notes receivable with provision for bad debts made on a collective basis

Closing balance
Items Provision for bad | Provision proportion
Book balance debts %)
Trade acceptance portfolio 141,257,457.34 873,620.00 0.62
Subtotal 141,257,457.34 873,620.00 0.62
(2) Changes in provision for bad debts
Ttems Opening Increase Decrease Closing
balance Accrual Recovery | Others | Reversal | Write-off | Others balance
Receivables with
provision for bad
debts made on an
individual basis
Receivables with
provision for bad 873,620.00 873,620.00
debts made on a
collective basis
Total 873,620.00 873,620.00
(3) Pledged notes at the balance sheet date
Items Closing balance of pledged notes
Trade acceptance 48,521,866.40
Subtotal 48,521,866.40

(4) Endorsed or discounted but undue notes at the balance sheet date

Items

Closing balance derecognized

Closing balance not yet derecognized

Bank acceptance

148,553,160.49

Trade acceptance

75,545,091.19

Subtotal

148,553,160.49

75,545,091.19

Due to the fact that the acceptor of bank acceptance is commercial bank, which is of high credit level, there is very

little possibility of failure in recoverability when it 1s due. Based on this fact, the Company derecognized the
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endorsed or discounted bank acceptance. However, if any bank acceptance is not recoverable when it is due, the

Company still holds joint liability on such acceptance, according to the China Commercial Instrument Law.

(5) Notes receivable transferred to accounts receivable due to non-performance of issuer

Items Amount transferred
Trade acceptance 5,552,800.00
Subtotal 5,552,800.00

3. Accounts receivable
(1) Details

1) Details on categories

Closing balance
. Book balance Provision for bad debts
Categories Carrvi .
Provision for bad Provision armymng amourn
D,
Amount % to total debts proportion (%)
Receivables with
provision made on an 7,438,915.60 0.47 7,438,915.60 100.00
individual basis
Receivables with
provision made on a 1,586,936,279.70 99.53 64.,380,562.13 4.06 | 1,522,555,717.57
collective basis
Total 1,594,375,195.30 100.00 71,819,477.73 4,50 | 1,522,555,717.57
{Continued)
Opening balance
C . Book balance Provision for bad debts
ategories Carrvi ¢
o Provision for bad Provision arrylng armoun
Amount %o to total debts proportion (%)
Receivables with
provision made on an 7,068,915.60 0.65 7,068,915.60 100.C0
individual basis
Receivables with _
provision made on a 1,088,220,653.72 9935 38,433,229.04 3.53 | 1,049,787.424.68
collective basis
Total 1,095,289,569.32 100.00 45,502,144.64 4.15 | 1,049,787.424.68
2) Accounts receivable with provision made on an individual basis
Provision for bad Provision
Debtors Book balance debts proportion (%) Reasons
Shandone TTanl; After the court
1andong Hanim 2,784,000.00 2,784,000.00 100.00 | judgment, there is no
Biotechnology Co., Ltd.
property to enforce.
. . . After the court
Egal Electric (Zhuhai) Co., 3,636,915.60 3,636,915.60 100.00 | judgment, there is no
) property to enforce.
Jman Licheng District Dongjia The unit has been
Town Welfare Smelter 648,000.00 648,000.00 10000 derepistered.
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Provision for bad Provision

Debtors Book balance debts proportion (%) Reasons
Jinan Hydropower Engineering
Brajnch of Sh_andopg Jinan 370,000.00 370,000.00 100.00 The unit has been
Railway Engineering deregistered.
Construction Group Co., Ltd.

Subtotal 7,438,915.60 7.438,915.60 100.00 --
3) Accounts receivable with provision for bad debts made on a collective basis

Closing balance
Items Provision for bad | Provision proportion
Book balance debts (%)

Portfolio grouped with ages 906,740,937.72 64,380,562.13 7.10
Portfolio of receivables from subsidiaries of
the State Grid and related parties 367,717,639.99
Portfolio _of recelyables from customers w}}o 312.477.681.99
also provide services for subway construction

Subtotal 1,586,936,279.70 64,380,562.13 4.06

4) Accounts receivable with provision made on a collective basis using age analysis method

Closing balance

Ages Book balance Provision for bad debts | Provision proportion (%)
Within 1 year 558,463,503.29 5,857,472.99 1.05
1-2 years 191,150,445.12 14,058,460.45 7.35
2-3 years 66,775,561.63 11,070,804.30 16.58
3-4 years 34,634,198.04 8,298,645.07 23.96
4-5 years 3,833,900.80 1,063,720.64 27.75
Over 5 years 51,883,328.84 24,031,458.68 46.32

Subtotal 906,740,937.72 64,380,562.13 7.10
(2) Apge analysis

Ages Closing book balance
Within 1 year 923,750,815.50
1-2 years 408,872,192.78
2-3 years 143,260,797.53
3-4 years 51,069,262.55
4-5 years 7,637,202.50
Over 5 years 59,784,924 .44

Total 1,594,375,195.30
(3) Changes in provision for bad debts

lteuns Opening balance Accruallncre;tcovery Others Reversall)‘e;:t?sz Others Closing balance
Receivables with
provision made on 7,068 915.60 370,000.00 7,438,915.60
an individual basis

Page 57 of 98

—-F-61 -



Items

Opening balance

Increase

Decrease

Accrual

Recovery

(Others| Reversal | Write-offOthers

Closing balance

Receivables with
provision made on
a collective basis

38,433,229.04

25.947,333.09

64,380,562.13

Total

45,502,144.64

26,317,333.09

71,819,477.73

(4) Balance due from related parties

No related party accounts receivable at the end of the period.

(5) Details of the debtors with largest balances

o,
Name of Debtors Book balance Vo to tOta.l accounts
receivable

State Grid E-commerce Technology Co., Ltd. 239,299 95512 15.01
Chjrlxa Ralllway No.10 Engineering Group No.1 150,848,738.25 9.46
Engineering Co., Lid.
China Railway Tunnel Stock Co., Ltd. 59,990,590.70 3.76
Jinan Luyuan Electric Group Co., Ltd. 48.363.974.70 3.03
Ch.ma Rall_way NO.S Engmeenng Group Co., Ltd. Urban 42,463 591 35 266
Rail Transit Engineering Branch

Subtotal 540,966,850.12 33.92
4. Receivables financing
(1) Details

Closing balance Opening balance [Note]
Items Accumulated provision Accumulated provision

Carrying amount

for credit impairment

Carrying amount

for credit impairment

Bank acceptance

121,777,267.03

6,411,921.00

Accounts receivable

2,205,000.00

Total

123,982,267.03

6,411,921.00

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note ITI(XXIX)! to the financial statements.

(2) Pledged receivables financing at the balance sheet date

Items

Closing balance of pledged receivables financing

Bank acceptance

26,250,000.00

Subtotal

26,250,000.00

5. Advances paid
(1) Age analysis

1) Details
Closing balance
Ages — - -
Book balance % to total |Provision for impairment | Carrying amount
Within 1 year 487,143,282.49 31.54 487,143,282.49
1-2 years 423,531,800.70 27.42 423,531,800.70
2-3 years 159,664,397.66 10.34 159,664,397.66
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Ages

Closing balance

Book balance

% to total

Provision for impairment

Carrying amount

Over 3 years 474,001,364.65 30.70 474,001,364.65

Total 1,544,340,845.50 100.00 1,544,340,845.50
{Continued)

Opening balance
Ages
Book balance % to total | Provision for impairment Carrying amount

Within 1 year 1,414,590,284.86 53.03 1,414,590,284.86
1-2 years 421,176,948.26 15.79 421,176,948.26
2-3 years 753,728,752.87 28.25 753,728,752.87
Over 3 years 78,128,548.36 2.93 78,128,548.36

Total 2,667,624,534.35 100.00 2,667,624,534.35

2) Balance due from related parties

No prepayments for related party at the end of the period.

(2) Details of the debtors with largest balances

Proportton to the total balance

Debtors Book balance of advances paid (%)
China Railway 14th Burean Group Co., Ltd. 126,044 ,858.59 8.16
China Railway No.5 Engineering Group Co., Ltd. 125,805,272.28 8.15
China Tiesiju Civil Engimeering Group Co., Ltd. 117,262.430.44 7.59
Jinan Yellow River Road and Bridge Construction Group 85,027,496.18 551
CO., Lid. ?

i lﬁian Tianhong Yonghui Real Estate Development Co., 80,135.260.80 519

Subtotal 534,275,318.29 34.60

6. Other receivables

(1) Details
Items Closing balance Opening balance
Dividend receivable 10,102,938.55 4,739,500.00
Other receivables 6,340,362,759.59 5,045,655,221.32
Total 6,350,465,698.14 5,050,394,721.32

(2) Dividend receivable

Company Closing balance Opening balance
JElgz?piEﬁ% Ii:azgﬂ ‘Machinery and Rail Transit 4,739.500.00
Jinan Rail Zhongtie Pipe Manufacturing Co., Ltd. 4,500,000.00
Shandong Hi-Speed Engineering Inspection Co., Ltd. 5,602,938.55

Subtotal 10,102,938.55 4,739,500.00

(3) Other receivables
1) Details
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a. Details on categories

Closing balance
. Book balance Provision for bad debts
Categories Carryi .
Provision for bad Provision aIrymg amoun
D,
Amount 70 to total debts proportion (%o)

Receivables with
provision made on an 49,684,480.24 0.78 49.,684,480.24 100.00
individual basis
Receivables with
provision made on a 6,340,773,394.34 99.22 410,634.75 0.01 | 6,340,362,759.59
collective basis

Total 6,390,457,874.58 100.00 50,095,114.99 0.78 | 6,340,362,759.59
(Continued)

Opening balance
c . Book balance Provision for bad debts
ategories C . .
Provision for bad Provision arrying amour
Q
Amount % to total debts proportion (%)

Receivables with
provision made on an
individual basis
Receivables with
provision made on a 5,045,699,761.46 100.00 44,540.14 0.00 | 5,045,655,221.32
collective basis

Total 5,045,699,761 .46 100.00 44 540.14 0.00 | 5,045,655,221.32
b. Other receivables with provision made on an individual basis

Provision for bad| Provision
Debtors Book balance debts proportion (%) Reasons
. I The payment has not been
Shandong Tianmai Pipe 31,622,682.13 | 31,622,682.13 100.00 | paid for many years, and the
Industry Co., Ltd. P .
possibility of recovery is low.
. . The payment has not been
Jinan Heavy Machinery Group | g 61 708 11 | 18,061,798.11 100.00 | paid for many years, and the
Company o .
possibility of recovery is low.
Subtotal 49,684,480.24 | 49,684,480.24 100.00 -

c. Otlier receivables with provision made on a collective basis

Closing balance
Portfolios Provision for bad | Provision proportion
Book balance debits (%)

Port_foho grouped with government funds 130,055,787.83
receivable
Portfoho grouped with security deposits 1,454.457.792.27
receivable
Portfqho gl‘ouped with associated transaction 35.964,158.99
combination
Portfolio grouped with external lending funds 4,700,000,000.00
Portfolio grouped with reserve funds 9,856,820.31
Portfolio grouped with ages 10.438,834.94 410,634.75 393
Including: Within one year 7,106,388.68 28,860.01 041
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Closing balance

Portfolios Book balance Provisézgéor bad Provisior(l V}::;oportion
1-2 years 334,872.45 13,141.13 3.92
2-3 years 544,642 .38 16,339.27 3.00
3-4 years 138,260.87 6,913.04 5.00
4-5 years 1,175,528.16 117,552.82 10.00
Over 5 years 1,139,142.40 227,828.48 20.00
Subtotal 6,340,773,394.34 410,634.75 0.01
2} Age analysis
Ages Closing book balance
Within | year 1,604,250,516.49
1-2 years 1,142,985,348.50
2-3 years 3,630,008,228.03
3-4 years 4,259,036.22
4-5 years 5,378,774.61
Over 5 years 3,575.970.73
Total 6,390,457,874.58
3) Changes in provision for bad debts
Phase [ Phase 11 Phase III
Ttems 12-month expected Li.fetime expect.ed Life.time expectec! Total
credit losses credit llosses‘ (credit not crele loss'es {credit
impaired} impaired)
Opening balance 44,540.14 44,540.14
ggrei::g]g balance in the current _ » B 44.540.14
--Transferred to phase 11
--Transferred to phase III
--Reversed to phase 11
--Reversed to phase 1
lljg’i"o‘g‘"“ made in the current 50,050,574.85 | 50,050,574.85
Provision recovered in current
period
Provision reversed in current
period
Provision written off in current
period
Other changes
Closing balance 50,095,114.99 | 50,095,114.99

4) Other receivables categorized by nature

Nature of receivables Closing balance Opening balance
Security deposits 1,457,237,467.45 190,715,839 .91
Call loans 4,731,625,182.13 4,700,000,000.00

Temporary advanee payment receivable

35,068,536.37

10,816,735.17
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Nature of receivables

Closing balance

Opening balance

Payments and collections

90,990,625.90

101,007,789.31

Others

75,536,062.73

43,159,377.07

Subtotal

6,390,457,874.58

5,045,699,761.46

5) Balance due from related parties

Name of related parties

Closing balance

Shandeng Yuhan Industry Investment Development Co., Ltd.

1,500,000,000.00

Jinan Shengyue Rail Transit Industry Investment Fund Partnership (Limited Partnership) 32.864,158.99
Shandong Puhui Sharing Economy Technology Development Co., Ltd. 3,000,000.00
Shandong Hualing Cable Co., Ltd. 100,000.00

Subtotal 1,535,964,158.99

6) Details of the debtors with largest balances

Proportion to the . .
Debtors Nat_ure of Book balance Ages [total balance of other Provision for bad
receivables . debts
receivables (%)
Jmar{ Public Resources Land Bldtl:lmg 1,430,700,000.00 Within 1 2939
Trading Center Deposit year
Jinan Finance Bureau Lending funds | 1,000,000,000.00 | 2-3 years 15.65
Jinan Tiangiaoc Urban .
Development Co., Ltd. Lending funds | 1,000,000,000.00 | 1-2 years 15.65
Jinan Industrial
Development Investment | Lending funds | 1,000,000,000.00 | 2-3 years 15.65
Group Co., Ltd.
Jinan Public Traffic .
Group Co., Ltd. Lending funds 200,000,000.00 | 2-3 years 3.13
Subtotal -- 4,630,700,000.00 - 72.47

7. Inventories

Items

Closing balance

Book balance

Provision for write-down

Carrying amount

Materials in transit

13,035,465.61

13,035,465.61

Raw materials

140,085,143 .84

140,085,143 .84

Work in process

190,730,650.02

190,730,650.02

Development cost (Real Estate Industry)

2,813,557,076.60

2,813,557,076.60

Goods on hand

738.694,461.10

738,694,461.10

Goods dispatched

357,347,499.11

357,347,499.11

Materials on consignment for further

processing

3,718,458.22

3,718,458.22

Low-value consumables

2,203,244.55

2,263,244.55

Other revolving materials

3,974.326.83

3,974,326.83

Total

4,263,406,325.88

4,263,406,325.88

(Continued)
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Opening balance

Items

Book balance

Provision for write-down

Carrying amount

Materials in transit

Raw materials

106,092,305.64

106,092,305.64

Work in process

126,938,843.13

126,938,843.13

Development cost (Real Estate Industry)

543,192,295.56

543,192,295.56

Goods on hand

151,109,475.18

151,109,475.18

Goods dispatched 98,571,419.31 98,571,419.31
g:ﬁi‘j;:ﬁg‘m consignment for further 3,310,483 .25 3,310,483.25
l.ow-value consumables 475,524.69 475,524.69
Other revolving materials 10,065,319.95 10,065,319.95

Total 1,039,755,666.71 1,039,755,606.71

8. Other current assets

Closing balance

Opening balance

Ttems . igi
Bock balance ]’frows_lon for Carrying amount Book balance P_r(ms_mn for Carrying amount
unparrment unparrment

Pending deduct VAT | 3 (5 295 769,19 3,650,892,269.19 | 1,946,020,119.53 1,946,020,119.53
on purchase
Prepaid income tax 179,288.89 179,288.89 118,628.61 118,628.61
Others 85,380.87 85,380.87 21,771.712 21,771.72

Total 3,651,156,938.95 1.651,156.938.95 | 1,946,160,519.86 1,946,160,519.86

9. Available-for-sale financial assets

[tems

Closing balance

Opening balance [Note]

Available-for-sale equity instruments

Total

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note TII(XXIX)! to the financial statements.

10. Long-term equity investments

(1) Categories
Closing balance
[tems — - - -
Book balance Provision for impairment | Carrying ainount
Investments in joint ventures and associates 892.474,648.75 240,000.00 892,234,648.75
Total 892.,474,648.75 240,000.00 892,234,648.75
(Continued)
Opening balance
Items

Book balance

Provision for impairment

Carrying amount

Investments in joint ventures and associates

349,997,893.74

349.997.893.74
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Opening balance

Ttems — -
Book balance Provision for impairment | Carrying amount

Total 349,997,893.74 349,997.893.74

(2) Details
Increase/Decrease
Tnvestees Opening balance Investinents | Investments Investment income | Adjustment in other
increased decreased recognized under comprehensive
© equity method incoine

Shandong Puhui Sharing Economy
Technology Development Co., Ltd. 1,625,000.00 232,706.95
Jinan Railway Zhongtie New
Building Materials Co., Ltd. 40,936,099.98 4,776,63741
Jinan Rail Zhongtie Pipe
Manufacturing Co.. Ltd. 27,902,192 .68 3,509,221.94
Shandong Shengquan Rail Transit
Equipment Co., Ltd. 49,000,000.00
Shandong Decai Construction Co., 49.000.000.00 6.471.784.35
Ltd. AR o
Jinan CRRC Sifang Rail Transit
Equipment Co., Ltd. 24,500,000.00 1,103,160.52
in:a;m Metro TV Culture Media Co., 1,417,654.52 358,984.38
Jiman Sirui Rail Transit Equipment
Technology Co., Lid. 12,001,476.72 202,059.43
Shandong Traffic Control
Technology Co., Ltd. 20,000.,000.00
Shandong Rishun New Building
Materials Co., Ltd. 20,000,000.00 1,268,602.54
Shandong Traffic Engineering
Supervision & Consultation Co., Ltd. 119,260,342.07 6,112.919.54
Shandong SRCC Rail Transit
Technology Co., Litd. 3,036,352.16 -655,055.20
Jinan Rail Transit New Matertal Co., 8,035,738.44 1,521,216.69

Ltd

Shandong Hi-Speed Engineering
Inspection Co., Ltd.

108,507,452.12

10,767,487.61

Shandong Zhongankaijie Equity
Investment and Fund Management
Co., Ltd.

15,000,000.00

Shandong Yuhan Industry Investment
Development Co., Ltd.

13,924,382.32

-1,618,522.67

Shandong Miachui Intelligent

Technology Co., Lid. 9:293,721.31 1,882,132.32
Jinan Shengyue Investment

Managemnent Co., Ltd. 4,000,000.00

Jinan Jiayue Asset Management Co., 1,841,860.00

Lid.

Shandong Jiayuan Resources

Development Co., Ltd. 39.880,601.64 3,194,315.31
Jinan CREG Heavy Machinery and

Rail Transit Equipment Co., Ltd. 64,200,355.65

Shandong Urban Trailic Art Design 1,000,000.00 449632

Co., Ltd.
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Increase/Decrease

Investees Opening balance Investments | Investments Investment income | Adjustment in other
. d decreased recognized under comprehensive
1acrease cerease equity method income
Jinan Hongli Electric Control
Equipment Co., Ltd. 240,000.00
Shandong Hualing Cable Co., Ltd. 236,666,700.00
Jinan Jinkong Intemational Financial
Leasing Co., Ltd. 49,211,861.17
Zhongxin Measurement and Control
Technology (Jinan) Co., Ltd. 2,250,000.00
Total 349,997,893.74 | 572,753.903.24 33,923.207.42
(Continued)
Increase/Decrease Closing
B . halance of
Investees - |Cash dividend/Profit isi Closing balance - -
(ilt:anges m declared for lfrov;s‘mnefotr Others provision for
ORerequlty | gistribution | mPATmEN impairment

Shandong Puhui Sharing
Eeonomy Technology
Development Co., Lid.

1,392,293.05

Jinan Railway Zhonptie New
Building Materials Co., Ltd.

45,732,737.39

Tinan Rail Zhongtie Pipe
Mamufacturing Co., Ltd.

31,411,414.62

Shandong Shengquan Rail
Transit Equipment Co., Ltd.

49,000,000.00

Shandong Decai Construction
Co., Ltd.

55,471,784.35

Jinan CRRC Sifang Rail
Transit Equipinent Co., Ltd,

23,396.839.48

Jinan Metro TV Culture Media
Co., Ltd.

1.776,638.90

Jinan Sirui Rail Transit
Equipment Technology Co.,
Ltd.

12,203,536.15

Shandong Trallic Control
Technology Co., Ltd.

20,000,000.00

Shandong Rishun New
Building Matenals Co., Ltd.

18,731,397.46

Shandong Traffic Engineering
Supervision & Consultation
Co., Ltd.

125,373.261.61

Shandong SRCC Rail Transit

Technology Co., Lid. 2,381,296.96
Tinan Rail Transit New

Material Co., Lid 9,556,955.13
Shandong Hi-Speed

Engineering Inspection Co., 119,274,939.73

Lid.

Shandong Zhongankaijie
Equity Investment and Fund
Management Co., Ltd.

15,000,000.00

Shandong Yuhan Industry
Investment Development Co.,
Ltd.

12,305,859.65
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Investees

Increase/Decrease

Closing

Changes in
other equity

Cash dividend/Profit
declared for
distribution

Provision for
impairment

: balance of
Closing balance L.
Others provision for

impairment

Shandong Miachui Intelligent
Technology Co., Lid.

11,175,859 83

Jinan Shengyue Investment
Management Co., Ltd.

4.000,000.00

Jinan Jiayue Asset
Management Co., Lid.

1,841,860.00

Shandong Jiayuan Resources
Development Co., Ltd.

43,074.916.95

Jinan CREG Heavy Machinery
and Rail Transit Equipment
Co., Ltd.

-64,200,355.635

Shandong Urban Traffic Art
Design Co., Ltd.

1,004,496.32

Jinan Hongli Electric Control
Equipinent Co., Ltd.

240,000.00

240,000.00

Shandong Hualing Cable Co.,
Ltd.

236.666,700.00

Jinan Jinkong International
Financial Leasing Co., Ltd.

49,211,861.17

Zhongxin Measurement and
Contro! Technolopy (Jinan)
Co., Ltd.

2,250,000.00

Total

240,000.00

-64,200,355.65 | 892,234,648.75 | 240,000.00

i1. Other equity instrument investments

(1) Details

[tems

Closing balance

Opening balance
[Note]

Dividend
income

Accumulated amount of gains or losses
transferred from other comprehensive
income to retained eamnings

Amount Reasons

Shandong Jigang Security
Service Co., [td.

1,000,000.00

300,000.00

Jinan Shengyue Rail Transit
Industry Investment Fund
Partnership (Limited
Partnership)

50,000,000.00

50,000,000.00

Jmnan Jixin Industry
Developinent Investment
Partnership (Limited
Partnership)

500,000,000.00

500,000,000.00

Jinan new and old kinetic
€Nergy Conversion
investment promotion

L 73,170,000.00 | 73,170,000.00
merges and acquisitions
tund partnership (Limited
Partnership)
Jinan Urban Rail Transit 10,000.00

Association

QILU BANK Co., Ltd.

1,806,390.00
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Accumulated amount of gains or losses
) Opening balance (Dividend| transferred from other comprehensive
Items Closing balance . . . .
[Note] income income to retained earnings
Amount Reasons
Total 625,986,390.00 | 623,470,000.00

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),
please refer to the explanation of Note III{XXIX)1 to the financiaj statements.

(2) Reasons for equity instrument investments designated as at fair value through other comprehensive income

The Company has neither contro! nor significant influence on Shandong Jigang Security Service Co., Ltd., Jinan
Shengyue Rail Transit Industry Investment Fund Partnership (Limited Partmership), Jinan Jixin Industry
Development Investment Partnership (Limited Partnership), Jinan new and old kinetic energy conversion investment
promotion merges and acquisitions fund partnership (Linited Partnership), Jinan Urban Rail Transit Association and
QILU BANK Co., Lid. The Company holds the equity for non-trading purposes, and the Company designates the

investment as at fair value through other comprehensive income.

12. Other non-current financial assets

Items Closing balance Opening balance

Financial assets classified as at fair value through

profit or loss 26,000,000.00

Including: Debt instnument investments 26,000,000.00

Total 26,000,000.00

13. Investment property

Cost
Ttems Opening balance Increase Decrease Closing balance
Buildings and structures 102,849,929.38 102,849,929 38
Total 102,849,929.38 102,849,929.38

Accumulated depreciation & Accumulated amertization

[tems Opening balance Increase Decrease Closing balance
Buildings and structures 116,318.35 116,318.35

Total 116,318.35 116,318.35
Carrying amount

Items Opening balance Closing balance
Buildings and structures 102,733,611.03

Total 102,733,611.03

14. Fixed assets

(1} Details
Items Opening balance Closing balance
Fixed assets 532,979,113.47 242.651,591.88
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Items Opening balance Closing balance
Disposal of fixed assets 6,779,251.52

Total 539,758,364.99 242,651,591.88
(2) Fixed assets
1) Details
Cost

Items Opening balance Increase Decrease Closing balance
Buildings and structures 170,906,097.98 253,497,773.14 9,000.00 424.394,871.12
Special equipment 73,714,046.42 295,852,766.58 | 70,317,664.64 299,249,148.36
Transportation facilities 42.035,396.48 13,232,593.09 2,097.389.20 53,170,600.37
General equipment and others 56,684,614.97 40,721,032.21 2,879,779.62 94,525, 867.56

Subtotal 343,340,155.85 603,304,165.02 | 75,303,833.46 871,340,487.41
Accumulated depreciation

Items Opening balance Increase Decrease Closing balance
Buildings and structures 22,039,426.17 74,302,172.40 8,550.00 96,333,048.57
Special equipment 28,575,210.62 173,112,526.21 39,930,003.82 161,757,733.01
Transportation facilities 25,197,971.68 14,463,235.36 1,990,620.53 37,670,586.51
General equipment and others 24.875,955.50 20,298,263.46 2,574,213.11 42,600,005.85

Subtotal 100,688,563.97 | 282,176,197.43 | 44,503,387.46 338,361,373.94

Carrying amount

Items

Opening balance

Closing balance

Buildings and structures

148,866,671.81

328,061,822.55

Special equipment

45,138,835.80

137,491,415.35

Transportation facilities

16,837,424 .80

15,500,013.86

General equipment and others

31,808,659.47

51,925,861.71

Total

242,651,591.88

532,979,113.47

2) Fixed assets with certificate of titles being unsettied

Items Cost Accumflla}ted Closing balance | Reasons for unsettlement
depreciation

Commercial and subway transfer

g?:gg?;:fﬁﬁ;ﬁ'giﬂlﬁldmg’ 36,697247.71 | 3,123,088.69 | 33,574,159.02 | In process

Complex, Jinan West Railway
The right holders of the
land in the factory area
are Jinan Luyuan
Electric Group Co., Ltd.

The office buildings and and State Grid

workshops of Aipu Electric 26.361,215.79 15,828,665.34 10,532,550.45 | Shandong Electric

Company Power Company. Aipu
Electric Company uses
the land under the
authorization of the
above two companies.
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Accumulated

Items Cost _— Closing balance | Reasons for unsettlement
depreciation
The land occupied by
The office buildings and the buildings is
workshops of Quantie Building 51,501,392.70 4,892 632.26 46,608,760.44 | temporary land, which
Materials Company cannot be obtained
property right certificate
Subtotal 114,559,85620 | 23,844,386.29 | 90,715,469.91 --
(3) Disposal of fixed assets
Iteins Closing balance Opening balance

Disposal of fixed assets

6,779,251.52

Subtotal

6,779,251.52

15. Construction in progress
(1} Details

Items

Closing balance

Book balance

Provision for impairment

Carrying amount

Construction projects in progress

90,477,673,261.61

90,477,673,261.61

Total

50,477,673,261.61

90,477,673,261 .61

{Continued)

Items

Opening balance

Book balance

Provision for impairment

Carrying amount

Construction projects in progress

62,953,828,697.02

62,953,828,697.02

Total

62,953,828,697.02

62,953,828,697.02

(2) Changes of construction in progress

Transferred to

Projects Opening balance Increase fixed assets Other decrease Closing balance
The Jilai High-Speed Rail | 149 899 607 71 | 8,006,156,399.95 9,193,979,092.16
Project
Shanghe Airport Project 14224741408 | 100.875,756.65 243,123.170.73
Qianfo Mounfain North 2,665,509.56 2,665,509.56
Square

Pengjiazhuang Station
Rental Housing Project

258,098, 144.68

258.,098,144.68

Laiwu District Chinese
Enterprise Forum

174,493,097.73

174,493,097.73

Environmental

Improvement Project

IE; East Railway Swtion | 709974 003.14 | 621,407,779.67 2,351,381,782.81
Cheung Ma District 656,957.622.59 |  306.888,304.48 404.505,156.98 | 559.340.770.09
Huashan North Area 5.757,376,712.55 | 282.899.302.84 6,040,276,015.39

New East Railway Station

Resettlement District 43.676,868.45 144,503,752.56 188,180,621.01
3{Phase I}

New East Railway Station

Resettlement District 3,109,528,344.73 316,790,536.12 3,426,318,880.85
3(Phase T)
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Transferred to

Projects Opening balance Increase fixed assets Other decrease Closing balance
Metro R1 Line Integrated
Base and R3 Line Parking 26,240,014.44 1,679,972.17 27.919,986.61

Lot Projects

Huashan North
Resettlement Distriet 1

1,148,457,899.49

90,622,414.11

1,239,080,313.60

Huashan North
Resettlement District 2

837.073,103.38

44,759,671.73

881,832,775.11

New East Railway Station
Resettlement Disirict 1

2,655,610,120.67

212,321,893.68

2,867,932,014.35

Metro Building Project

429,907,723.33

12,600.00

429.920,323.33

New East Railway Station
Resettlement District 4

1,848,535,380.44

170,981,032.96

2,019,516,413 .40

New East Railway Station
Resettlement District 2

2,387,713,377.80

136,973,729.40

2,524,687.107.20

New East Railway Station
Resetflement District 3
Supporting Municipal
Road Project

56,425,846.44

762,422.68

1,982,641.52

53,203,627.60

Zhaoying District

2,531,440.40

2,868,615.50

5,400,055.90

Jinan Railway Station
North Square Underground
Passage Project

138,355,156.03

38,706.091.44

177.061,247.47

Headquarter City of
Provincial Enterprises
Project

470,038,836.32

309,759,493.94

779,798,330.26

‘Wangfu Shuitun Area

18,369,182.49

17,496,841.46

35,866,023.95

Wangfu Shuitun
Resettlement Area

4,585,254.84

486,723,851.19

491,309.106.03

Covered Property
Development of Line 2
‘Wangfu Rolling Stock
Depot

18,213,525.87

586,727.20

18,800,253.07

Covered Property
Development of Ling 2
Lashan Station

21,678,411.76

12,675,004.78

34,353,416.54

Covered Property
Developruent of Line 2
Jiangjiazhuang Station

5,018,445.15

2,528,700.96

7.547.146.11

East Railway Station North
and South Square

245,816.84

989,251.21

1,235,068.05

Yangjia Strect Road Project
in Jinan New East Railway
Station Zhangma District

3,275,692.25

3,275,692.25

Huashan North Area Phase
I B-1 Plot Rental Housing
Project

51,280,100.00

51,280,100.00

Huashan North Arca Phase
1 C-1 Plot Rental Housing
Project

53,040,100.00

53,040,100.00

Security Housing New East

Railway Station 10,000,000.00 10,000,000.00
Resettlement District 1

PA'::aC"‘ in Zhangmatun 155,349,894.00 355.349,894.00
Plot C-5 in Zhangmatun 43,382,432.40 43,382,432.40
Area

Metro Line R1 Project 9,105,039,046.79 | 2,521,986,979.53 11,627,026,026.32

Metro Line R2 Phase [

11,078,605.171.33

5,760,288,892.73

16,838,894,064.06
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Projects

Opening balance

Increasc

Transferred to
fixed assets

Other decrease

Closing balance

Metro Line R2 Phase I1

31,732,188.39

173,560.35

31,558,628.04

Metro Line R3 Phase [

11,588,831,959.47

1,978,213,158.88

13,567,045,118.35

Metro Line B3 Phase IT

165,433,846.95

571,314,084.83

736,747,931.78

Metro Line 6 19088421430 |  598.932,883.99 789.817,098.29
Metro Line 4 Phase I 93.048.768.67 | 957.060,025.50 1,050,108,794.17
Da Xiaofan Urban Village 768.540,617.31 13,002,984.52 781,543,601.83

Reconstruction Project

Municipal Supporting,
Projects

851,217,361.65

295.188.,075.88

1,146,405,437.53

East Station Traffic Hub

721,443,912.47

312,322,317.27

1,033,766,229.74

East Station Traffic Hub
Reserved Project

575,854,764.20

165,568,935.30

741 ,423,699.50

East Station Traffic Hub
North-South Square Project

1,438,749,810.63

128,339,783.28

1,567,089,593.91

Entry and Exit Road of
East Station Traffic Hub

1,764,041,345.94

235,611,550.95

1,999,652.900.89

Municipal Roads of East
Station Traffic Hub Phase
I

399,731,840.43

207.351,522.81

607,083,363.24

East Station Traffic Hub
Station South Road
Underground Project

83.417,797.45

3,601,818.06

87,019,615.51

Tianyuan Avenue and
Ganghua North Road
Comprehensive Pipe
Gallery

253,824,326.15

12,763,584.60

266,587,910.75

Road Power Pipe Trench in

FEast Railway Station Area 1,558,905.60 9,238,238.74 10,797,144.34
Phase |

Municipal Roads of

Huashan North Area 55,255,886.44 179,667,598.37 234,923,484.81
Guihua Xihuan Road

Construction Project in 5,555,529.56 72,459 985.26 78.015,514.82
Wangfu District

Inlet and Qutlet Water Pipe

Network of Sewage o
Treatment Plant in East 1,420,430.43 18,611.925.81 20,032,356.24
Station Area

Control Center 831.834,054.72 37,550,966.03 869,385,020.75
Longji River and Xiachan

Valley Ditch Project 62,703,670.83 10,180.810.52 72,884,481.35
Tram Line 1 1,448,838.27 59,643.37 1,389,194.90
Baiguan Water Plant 9.254,146.6%9 7,115,336.97 16,369,483.66
Metro Line M2 43,901,142.59 240,127.52 43,661,015.07
Zhaowang River (Huashan

North Section) 19.006,144.01 19,006,144.01
Comprchensive

Improvement Project

Two Bridges and One
Tunnel {Jiluo Tunnel

Agency Construction
Project)

1,105,238,830.66

1,105,238,830.66
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Projects

Opening balance

Increase

Transferred to
fixed asscts

Other decrease

Closing balance

Two Bridges and One
Tunncl (Qilu Bridge
Agency Construction
Project)

313,803,552.60

313,803,552.60

East Station Guanbao
Street (Bawang Road to
Longji River East Road)
Road Project

14,952,140.78

14,952,140.78

East Station Longji River
West Road (Wanghua
South Street to Guanbao
Street) Road Project

9,214,590.34

©9.,214,590.34

10KV Substation

1,415,427.12

139,451.86

139.491.86

1,415,427.12

Shandong Yonyou
Software Technelogy Co.,
Ltd. {(Software to be
Debugged)

636,792.44

636,792.44

Industrial Park Intelligent
Assembly Plant Project

2.987,698.12

2,987,698.12

Jiyang Tram Project

1,028.81

1,601,527.72

1,602,556.53

The Zhengji High-Speed
Rail Project

39.174,556.92

71,415,863.23

110,590,420.15

Huangtai Station Contact
Line Project (Jinan Hub
Jiaoji Railway to Jiging
High-Speed Railway
Connecting Line

10,320,488.05

13,709,396.38

24,029,884.63

Two Bridges and One
Tunnel (Phoenix Bndge
Agency Constniction
Project)

646,665,192.16

646,665,192.16

Others

66,741,031.05

176,928,735.25

5,474,354.49

238,195,411.81

Total

62.953,828,697.02

28,717,963,142.51

5,613,846.35

1,188,504,731.57

90,477,673,261.61

16. Productive biological assets

Items

Forestry

Total

Cost

Opening balance

Increase

330,000.00

330,000.00

Decrease

Closing balance

330,000.00

330,000.00

Accumulated depreciation

Opening balance

Increase

Decrease

Closing balance

Carrying amount

Closing balance

330,000.00

330,000.00

Opening balance
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17. Right-of-use assets
Cost

Items Opening balance Increase Decrease Closing balance
Buildings and structures 105,619,612.94 872,838.29 106,492,451 .23
Special equipment 1,337,057,279.73 113,055,265.49 1,224,002,014.24

Subtotal 105,619,612.94 1,337,930,118.02 113,055,265.49 1,330,494,465.47
Accumulated depreciation

Items Opening balance Increase Decrease Closing balance
Buildings and structures 25,601,562.11 25,601,562.11
Special equipment 228,283,504.73 41,549.047.22 186,734,457.51

Subtotal 253,885,066.84 41,549,047.22 212,336,019.62

Carrying amount

Items

Opening balance

Closing balance

Buildings and structures

105,619,612.94

80,850,889.12

Special equipment

1,037,267,556.73

Total

105,619,612.94

1,118,158,445.85

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020},

please refer to the explanation of Note ITI(23XIX)3 to the financial statements.

18. Intangible assets

Cost

[tems Opening balance Increase Decrease Closing balance
Patent right 13,000.00 13,000.00
Software 3.261,838.32 35,153,660.57 346,194.70 38,069,304.19
Land use right 131,043,922.60 3.430,656.33 134,474,578.93

Subtotal 134,305,760.92 38,597,316.90 346,194.70 172,556,883.12
Accumulated amortization

Items Opening balance Increase Decrease Closing balance
Patent right 974.97 974.97
Software 788,533.75 11,810,089.09 12,598,622.84
Land use right 2,165,562.18 2,658,067.57 4,823,629.75

Subtotal 2,954,095.93 14,469,131.63 17,423,227.56
Carrying amount

Items Opening balance Closimg balance
Patent right 12,025.03
Software 2,473,304.57 25,470,681.35
Land use right 128,878,360.42 129,650,949.18

Total 131,351,664.9% 155,133,655.56

19. Development expenditures
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. Increase Decrease R
It Opening - - Closing
ems balance | Internal development Others Recognizedas | Transferred to Others balance
expenditures intangible assets |  profit or loss
Low-altitude Test
Yerification 2,604,162.38 2,604,162.38
Project
Total 2,604,162.38 2,604,162.38
20, Goodwill
(1) Detatls
Investees or Closing balance Opening balance
events resulting Provision for| . Provision for, .
in goodwill Book balance impairment Carrying amount | Book balance impairment Carrying amount
é;ﬁpﬁif;mc 75,308,738.93 75,308,738.93 | 75,308,738.93 75,308,738.93
g:)”ﬂ‘l';;fyl Space | 5 591,087.19 2,591,087.19
Total 77,899,826.12 77.899,820.12 | 75,308,738.93 75,308,738.93
(2) Provision for impairment of goodwill
Investees Opening balance Formed by the merger of Decrease Closing balance
P g

enterprises in current period

Aipu Electric Company

Universal Space Company

Total

(3) Other remarks

1) According to the evaluation report CEA [2019] No. 3228 issued by China Enterprise Appraisals Co., Ltd., with
December 31, 2018 as the base date, the book value of net assets of Aipu Electric Company is RMB548.96 million
yuan (RMB in millions, the same below), and the total shareholder equity value assessed by the income method is
RMB636.08 million yuan. The asset-based method evaluates the net asset value of RMB604.05 million yuan, and
the final evaluation result of external transaction is income method, According to the income method, the appraised
value of 57% net asset of Aipu Electric Company is RMB362.57 million yuan. The company paid a total
consideration of RMB401.34 million yuan for the purchase of 57% equity of Aipu Electric Company. The 57% net
asset value of Aipu Electric Company on January 1, 2020 was RMB272.28 million yuan. Under the consolidated
financial statements, the value of assets was adjusted according to the fair value of identifiable assets of RMB53.75
million yuan, and the premium was RMB75.31 million yuan as goodwill. Compared with 2018, 2019 and 2020, the
operating condition of Aipu Electric Company in 2021 did not deteriorate, and there was no provision for
impairment of goodwill.

2) According to the evaluation report Zhongheng Lu [2021] No. 85 issued by Shandong Zhongpimg Hengxin Assets
Appraisal Co., Ltd., with May 31, 2021 as the base date, the book value of net assets of Universal Space Company is
RMB165.13 ten thousand yuan (RMB in ten thousands, the same below), and the total sharcholder equity value
assessed by the income method is RMB723.97 ten thousand yuan. The asset-based nethod evaluates the net asset

value of RMB174.48 ten thousand yuan, and the final evaluation result of extemnal transaction is income method.
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The company paid a total consideration of RMB550.00 ten thousand yuan for the purchase of 100% equity of

Universal Space Company. The net assets value of Universal Space Company on November 30, 2021 was

RMB281.55 ten thousand yuan. Under the consolidated financial statements, the value of assets was adjusted

according to the fair value of identifiable assets of RMB9.34 ten thousand yuan, and the premium was RMB259.11

ten thousand yuan as goodwill. The operating condition of Universal Space Company in 2021 did not deteriorate,

and there was no provision for impairment of goodwill.

21. Long-term prepayments

Items Opening balance Increase Amount ‘.Jf current Other Closing balance
amortization decrease
House decoration and 2.893,284.05 | 5.916,078.23 877,901.22 7,931,461.06
renovation expenses
Other prepayments 314,231.33 560,996.56 272,871.03 602,356.86
Total 3,207,515.38 | 6,477,074.79 1,150,772.25 8,533.817.92

22. Deferred tax assets and deferred tax liabilities

Closing balance Opening balance
Itemns Deferred tax Deductible/Taxable Deferred tax Deductible/Taxable
assets/liabilities | temporary difference | assets/liabilities |temporary difference
Deferred tax asseis 14,796,190.38 87,295,746.19 10,966,516.59 68,797.794.72
assl::‘”s“’“ for impairment of |, 569 900,93 60,580,66524 |  7,473,563.14 45 546,684.78
Deductible loss 4,107,777.14 25,960,24522 3,373,337.36 22,488,915.72
Party construction funds 118,512.31 754,835.73 119,616.09 762,194.22
Deferred tax liabilities 2,492.399.20 10,040,216.95 2,921,043.12 11,789.317.50
One-off pre-tax deduction 2,492,399.20 10,040,216.95 2,921,043.12 11,789,317.50
for fixed assets

23. Other non-current assets

Items

Closing balance

Opening balance

Purchase of long-term assets

1,959,995,796 .96

1,222,250,000.00

Prepayment of land expropriation compensation,
relocation fees and construction costs

29.391,442,647.83

23,913,529,991.25

Total

31,351,438,444.79

25,135,779,991.25

24, Short-term borrowings

[tems

Closing balance

Opening balance [Note]

Credit borrowings

382,349,833.33

147,208,341 .64

Guaranteed borrowings

705,810,496.81

600,705,833.33

Total

1,088,160,330.14

747,914,174.97

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note III{XXEX)1 to the financial statements.
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25. Notes payable

{1) Details
Items Closing balance Opening balance
Trade acceptance 2,391,623,286.29 147,592,600.42
Bank acceptance 278,745,274.20 230,783,036.94
Total 2,670,368,560.49 378,375,637.36
(2) Balance due from related parties
No related party notes payable at the end of the period.
26. Accounts payables
{1) Details
ltems Closing balance Opening balance
Payable for engineering equipment 1,787,227,005.21 398,052,287.09
Payable for materials and other goods 2,065,599,115.96 1,134,963,210.70
Payable for demolition compensation 525,828.540.28 137,017,830.95
Payable for equipment of Heavy Industries 299.159,049.93
Group Company
Supply Chain Finance Platform-Shuntong E 101,280,900.00
Letter
Others 79,355,031.74 17,071,094.85
Total 4,858,449,643.12 1,687,104,423.59

{2) Balance due from related parties

Name of related parties

Closing balance

Shandong Jiayuan Resources Development Co., Ltd.

107,065,953.82

Shandong Hualing Cable Co., Ltd.

19,120,938.62

Jinan Rail Transit New Materia! Co., Ltd

8,533,861.70

Subtotal

134,720,754.14

{3) Details of principal creditors

Name of Creditors

Closing balance

Licheng District Key Project Construction Headquarters

520,250,000.00

CRRC Qingdao Sifang Co., Ltd.

415,140,700.86

Traffic Control Technology Co., Ltd.

197,258,368.35

China Railway No.10 Enggineering Group Co., Ltd.

161,383,647.77

CRRC Qingdao Sifang Rolling Stock Research Institute Co., Ltd.

123,072,812.61

Subtotal

1,417,105,529.59

27. Advances received

(1) Details
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Iterns Closing balance

Opening balance [Note]

Advance receipts of leasing

21,744,267 .96

11,860,990.75

Total

21,744,267.96

11,860,990.75

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note III{XXIX)2 to the financial statements.

(2) Balance due from related parties
No related party advances received at the end of the period.

(3) Details of principal creditors

Name of Creditors

Closing balance

China Railway No.10 Engineering Group Urban Rail Transit Engineering Co., Ltd.

8,309,734.52

China Railway No.10 Engineering Group No.1 Engineering Co., Ltd.

4,234,905.52

China Railway 11th Bureau Group City Rail Engineering Co., Ltd. 2,654,867.26
Guangzhou Metro Design & Research Institute Co., Ltd. 885,585.84
China Railway Siyuan Survey and Design Group Co., Ltd. 705,682.60

Subtotal

16,791,175.74

28. Contract liabilities
(1) Details

Itemns Closing balance

Opening balance [Note]

Advances on sales

177,814,378.36

24,842,207.40

Advance receipts of design fee

9,555,504.86

Advance receipts of subway tickets

4,512,746.77

3.977.471.41

Advance receipts of advertising expense

29.028.30

Total

191,912,058.29

28,819,678.81

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note III{XXIX)2 to the financial statements.

(2) Balance due from related parties
No related party contract liabilities at the end of the period.

29. Employee benefits payable

(1} Details

Items Opening balance Increase Decrease Closing balance
Short-term employee benefits 108,969,094.23 1,180,761,983.87 591,785,747.10 297,945,331.00
Eg;:ﬂ:ﬁlcpézﬁ;ﬁ:ﬁﬁs 142,454,524.13 | 142,429,913 .33 24.610.80

Total 108,969,094.23 | 1,323,216,508.00 | 1,134,215,660.43 297,969,941.80
(2) Details of short-term employee benefits

Ttems Opening balance Increase Decrease Closing balance
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Itemns Opening balance Increase Decrease Closing balance
Xi‘)ﬁf&;"m’ allowance and 98,094367.89 | 93545740163 | 759,708,207.20 | 273,843,562.32
Employee welfare fund 68,533,478.97 68,303,478.97 230,000.00
Social insurance premium 43923 87 75,520,196.29 75,564,120.16
Inc.: Medicare premium 43923 87 49,630,714.21 49.674,638.08

3‘;‘;}‘&‘;20“31 injuries 4,15472921 4,154,72021
i;ﬂglif:mary medical 21,734,75287 | 21,734,752.87
Housing provident fund 132,574.80 70,267,023.55 70,399,598.35
zai‘izt‘i‘;i"f‘imﬁé“d and employee 10,698.227.67 | 3098388343 |  17.81034242 | 23.871768.68

Subtotal 108,969,094.23 | 1,180,761,983.87 991,785,747.10 | 297,945331.00
(3) Details of defined contribution plan

ltems Opening balance Increase Decrease Closing balance
Basic endowment insurance premium 99.188.820.07 99,187,209.27 1,610.80
Unemployment insurance premium 4,330,180.71 4,330,180.71
Company annuity payment 38,935,523.35 38,912,523.35 23,000.00

Subtotal 142,454,524.13 | 142,429,913.33 24,610.80
30. Taxes and surcharges payable

ltems Closing balance Opening balance
VAT 22,574,593.78 7,957,014.16
Enterprise mcome tax 16,412,905.51 11,493,426.85
Individual income tax withheld for tax authorities 2,073,023.52 555,259.40
Urban mamtenance and construction tax 1,247,738.31 645,322.11
Housing property tax 2,999,888.19 2,050,413.36
Land use tax 890,85542 791,692.00
Resources tax 218,145.32 37,063.50
Education surcharge 617,010.53 276,568.38
Local education surcharge 229,638.31 184,378.91
Local water conservancy construction fund 6,093.54 46,289.50
Others 475,413.53 27,521.70

Total 47,745,305.96 24,064,949.87

31. Other payables

(1) Details
[tems Closing balance Opening balance [Note]
Dividend payable 11,599,500.00
Other payables 490,680,966.08 99.259.456.19
Total 502,280,466.08 99,259.,456.19

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),
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please refer to the explanation of Note III(XXTX)! to the financial statements.

(2) Dividend payable
Items Closing balance Opening balance
Jinan Urban Construction Group Co., Ltd. 6,860,000.00
China Railway Engineering Equipment Group Co., Ltd. 4,739,500.00
Subtotal 11,599,500.00
(3) Other payables
1) Details
Items Closing balance Opening balance
Collection trusted 24.300,094.87 3,673,783.85
Security deposits 16,123,087.45 8,933,222.05
Call loans 30,600,000.00 20,600,000.00
Special funds for the railway from Jinan to Shijiazhuang 50,000,000.00 50,000,000.00
[nvestments payable 285,666,700.00
Others 83,991,083.76 16,052,450.29
Subtotal 490,680,966.08 99,259,456.19

2) Balance due to related parties

Name of related parties

Closing balance

Shandong Hualing Cable Co., Ltd. 186,666,700.00
Shandong Shengquan Rail Transit Equipment Co., Ltd. 49,000,000.00
Shandong Decai Construction Co., Ltd. 24,574,128.94

Shandong Traffic Control Technology Co., Lid.

20,000,000.00

Shandong Jiayuan Resources Development Co., Litd.

77,700.07

Jinan CRRC Sifang Rail Transit Equipment Co., Ltd.

73,621.16

Subtotal

280,392,150.17

3) Details of principal creditors

Name of Creditors

Closing balance

Jinan Licheng Shi-Ji Railway Passenger Dedicated Line Engineering

Construction Leading Group Office

50,000,000.00

Jinan Urban Construction Group Co., Ltd. Second Branch

30,000,000.00

Shandong Yingtai Cultural Tourism Group Co., Ltd.

18,990,638.52

Miao Xuejun

5,500,000.00

Zhang Jian

4,408,815.539

Subtotal

108,899,453.91

32. Non-current liabilities due within one year

Items Closing balance Opening balance [Note]
Principal of long-term borrowings due within 2,203,200,000.00 1,968,100,000.00
one year
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[tems

Closing balance

Opening balance [Note]

Interests of long-term borrowings due within
one year

100,567,682.18

72,176,844.56

Principal of long-term payable due within one
year

1,177,645,000.00

586,988,572.15

Interests of long-term payable due within one
year

615,889,730.40

319,716,110.86

Bonds payable due within one year

404,813,835.62

187,347,540.98

Lease liabilities due within one year

338,777,042.24

24,977,627.53

Total

4,840,893,290.44

3,159,306,696.08

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note IH{XXIX)1 to the financial statements.

33. Other current liabilities

(1) Details

Items Closing balance Opening balance [Note]
Short-term bonds payable 4,158,983,281.96 3,519,324,020.95
QOutput VAT to be recognized 22,513,825.48 3,494,672.99

Endorsement transfer unmatured Trade acceptance

75,545,091.19

Fund of supperting facihities for agent construction

177,984,843.02

582,490,000.00

Total

4,435,027,041.65

4,105,308,653.94

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note I[II{XXIX)1 to the financial statements.

(2) Current period movements

Bonds Par value Issuing date | Maturity | Amount outstanding | Opening balance
ggg‘gg Rai] transit 1,500,000,000.00 | 2020/9/1 | 270 days 1,500,000,000.00 | 1,515,465,095.63
é%g}gg; Railtransit | 5 060 000,000.00 | 2020/12/1 | 270 days | 2,000,000,000.00 | 2,003,858,925.32
21 Jinan Rail transit | 550 000.000.00 | 2021/1/22 | 270 days | 1,500,000,000.00
SCPOO1
21 Jinan Rail ransit | 464 460 000.00 | 2021/1/28 | 270days | 1,000,000,000.00
SCP002
21 Jinan Rail ransit | 046 000, 000.00 | 2021/8/13 | 270 days | 2,000,000,000.00
SCPO03
21 Jinan Rail transit
: o 2,500,000,000.00 | 2021/11/4 | 40days |  2,500,000,000.00
21 Jinan Rail transit | 546 660 000.00 | 2021/12/13 | 270 days | 1,500,000,000.00
SCP005

Subtotal 12,000,000,000.00 - - 12,000,000,000.00 | 3,519,324,020.95
[Igie“] VE 2 1222022 100,000,000.00 | 2021/12/14 | 364 days 100,000,000.00

(Continued)
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Current period Par value Premium/Discount Current period .
Bonds . . S Closing balance
1ssuance Interest amortization repayment

20 Jinan Rail
ansit SCPO02 20,522,176.06 629,166.67 | 1,536,616,438.36
20 Jinan Rail
transit SCP003 43,328,213.19 1,338,888.89 | 2,048,526,027.40
21 Jinan Rail
transit SCPOO1 1,500,000,000.00 | 34,286,301.37 1,534,286,301.37
21 Jinan Rail
transit SCPO02 1,000,000,000,00 | 22,857,534.25 1,022,857,534.25
21 Jinan Rail
omsit SCP003 | 2:000,000,000.00 | 20,568,767.12 -728,741.48 2,019,840,025.64
21 Jinan Rail
transit SCP004 2,500,000,000.00 6,904,109.59 2,506,904,109.59
21 Jiman Rail 1y 556 000 000.00 | 1,984,109.59 -1,039,689.45 1,500,944,420.14
transit SCPOOS | 77 77T A (G A

Subtotal 8,500,000,000.00 | 150,451,211.17 199.624.63 | 8,649,190,410.97 | 3,520,784,445.78
INRWVE 2 .
12/2022 [Note] 100,000,000.00 98,630.14 100,098,630.14

[Note] Bond JNRWVE 2 12/2022 listed in US dollars.

34. Long-term borrowings

(1) Details
Borrowing conditions Closing balance Opening balance
Credit borrowings 2,887,850,000.00 2,333,000,000.00

Guaranteed borrowings 26,622.,000,000.00 14,188,000,000.00

Pledged borrowings 27,339,440,000.00 22,643,400,000.00

Less: Long-term borrowings due within one year 2,203,200,000.00 1,968,100,000.00

Total

54,646,090,000.00 37,196,300,000.00

(2) Other remarks

1) The amount of pledged loan by Resource Development Corporation is RMB2,154.04 million yuan, and the
pledged objects are all the rights and benefits that the company enjoys as agreed in the "Govermment Procurement
Contract” signed by the company with Jinan Finance Bureau and Jinan Urban Renewal Bureau on August 26 2016;
all the rights and benefits that the company enjoys as agreed in the "Government Purchase Service Agreement”
signed by the Company with Jinan Finance Bureau and Jinan Housing Security and Real Estate Administration
{(Jinan Urban Renewal Bureau) on April 2018.

2) The amount of pledged loan by Resource Development Corporation is RMB25,185.40 million yuan, and the
pledged objects are the accounts receivable formed by the equity and profitability under the "Jinan Rail Transit Line
R1 Project Investment Construction and Operation Agreement” signed by the company and the Jinan Municipal
Government; accounts receivable arising from equity and profitability under the "Jinan Rail Transit Line R3 Project
Investment Construction and Operation Agreement” signed with Jinan Municipal Government; accounts receivable
arising from equity and profitability under the "Jinan Rail Transit Line R2 Project Investment Construction and
Operation Agreement” signed with Jinan Municipal Govermment; accounts receivable arismg from equity and

profitability under the "Jinan Rail Transit Line R4 Project Phase IV Investment Construction and Operation
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Agreement” signed with Jinan Municipal Government; all the rights and benefits that the company enjoys as agreed

in the "Government Procurement Contract for Changqing Dafan and Xiaofan Urban Viilage Reconstruction Village

Resettlement House Project " signed by the company with Jinan Finance Bureau and Jinan Urban Renewal Bureau

on August 26 2016.

35. Bonds payable

(1) Details
Items Closing balance Opening balance

18 Jinan Rail transit MTNOO1 832,198,788.00 1,407,640,183.83
18 Jigui 01 1,501,316,677.03 3,011,544,093.85
G19 Jigui 1 2,034,413,185.22 2,031,383,903.44
19 Lu Rail Transit ZR001 403,591,780.82 403,581,967.21
20 Jigui 01 2,058,792,466.91 2,056,837,963.93
20 Jigui 02 3,055,793,819.84 3,030,336,219.32

21 Jigui Green Corporate Bonds

3,111,180,346.68

21 Jinan Rail transit MTNOO1

2,046,558,744.11

21 Jinan Rail transit MTNO02

1,010,698,057.75

21 Jigui 01

3,015,840,123.89

Less: Bonds payable due within one year

404,813,835.62

187,347,540.98

Total

18,665,570,154.63

11,753,976,790.60

(2) Current period movements {not including other financial instruments such as preferred shares/perpetual bonds

classified as financial liabilities)

Bonds Par value Issuing date Maturity Amount outstanding Opening balance
18 Jinan Rail transit
MTNOO1 830,000,000.00 2018/10/17 3+2 830,000,000.00 1,407,640,183.83
18 Jigui 01 3,000,000,000.00 2018/11/13 3+2 3,000,000,000.00 3,011,544,093.85
G19 Jigui 1 2,000,000,000.00 2019/7/22 5 2,000,000,000.00 2,031,383,903.44
19 Lu Rail Transit ZR001 400,000,000.00 2019/10/24 1+1+1 400,000,000.00 403,581,967.21
20 Jigui 01 2,000,000,000.00 2020/3/18 5 2,000,000,000.00 2,056,837,963.93
20 Jigui 02 3,000,000,000.00 2020/6/18 5 3,000,000,000.00 3,030,336,219.32
21 Jigui Green Corporate 3,000,000,00000 | 2021/1/28 3343 3,000,000,000.00
21 Jinan Rail transit
MTNOD] 2,000,000,000.00 2021/4/26 5 2,000,000,000.00
21 Jinan Rail transit
MTNOD2 1,000,000,000.00 2021/7/27 5 1,000,000,000.00
21 Jigui 01 3,000,000,000.00 2021/10/12 3+2 3,000,000,000.00
LC.SS-Z Bonds payable due 187,347 540.98
within one year

Subtotal 20,230,000,000.00 - - 20,230,000,000.00 11,753,976,790.60
(Continued)

Bonds Cu1:1'ent period Par value interest Premlum{Dls.count Current period Closing balance

Issuance amortization repayment
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Bonds Cm.'rent period Par value interest Premlum{Dls.counl Current period Closing balance
issuance amortization repayment

18 Jinan Rail transit 5517272925 168587492 | 632,300,00000 |  832,198,788.00
MTN001
18 Jigui 01 137,052,898.66 2,719,684.52 | 1,650,000,000.00 | 1,501,316.677.03
G19 Fgui 1 95,920,963.37 2,913,108.41 95,804,790.00 | 2,034,413,185.22
19 Lu Rail Transit ZROO1 19,009,813.61 19,000.000.00 403,591,780.82
20 Jigui 01 83,110,061.17 1,848,591.81 $3,004,150.00 | 2,058,792,466.91
20 Jigui 02 146,581,197.06 2,782.598.46 123,906,195.00 |  3,055,793,819.84
éloi idgs“l Green Corporate 3,000,000,000.00 | 119,416,438.36 -8.236,091.68 3,111,180,346.68
21 Jinan Rail transit 2,000,000,000.00 55307,397.26 -8,748,653.15 2.046,558,744.11
M'INOOI y k] .l - » ’3 - bl T - - 3 > -
21 Jinan Rail transit =
MTNOD 1,000,000,000.00 15,300,821.92 -4,602,764.17 1,010,698,057.75
21 Jigui 01 3,000,000,000.00 |  24,479,178.08 -8,639,054.19 3,015,840,123.89
Lc':ss.: Bonds payable due 104,813.835.62
within one year

Subtotal 9.000.000,000.00 | 751.351,498.74 -18.276.705.07 | 2,604,015,135.00 | 18,665,570,154.63

36. Lease liabilities

Items Closing balance Opening balance [Note]
Lease of buildings and structures 71,654,371.35 80,641,98541
Lease of shield Tunneling Machine 457,112,943.83

Total 528,767,315.18 80,641,985.41

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note III{XXIX)3 to the financial statements.

37. Long-term payables

(1) Details
Items Closing balance Opening balance [Note]
Long-term payables 19,819,198,253.43 20,748,382,438.36
Special payables 570,770,185.24 350,000,000.00
Total 20,389,968,438.67 21,098,382,438.36

[Note] For the difference between the opening balance and the closing balance of last year (December 31 2020),

please refer to the explanation of Note III[{XXIX)] to the financial statements.

(2) Long-term payables

Items Closing balance Opening balance
Land reserve special debt funds 2,960,000,000.00 2,960,000,000.00
Government special bonds 10,520,000,000.00 10,280,000,000.00
Special bond for shantytown reconstruction 3,285,740,000.00 3,155,740,000.00

Finance lease (sale-leaseback)

4,105,617,500.00

4,568,648,572.15

Interest payable

125,485,753.43

370,982,438.36

Page 83 of 98

- F-87 -



Items Closing balance Opening balance

Less: Long-term payable due within one year 1,177,645,000.00 586,988,572.15

Subtotal 19,819,198,253.43 20,748,382,438.36
(3) Special payables
Items Opening balance Increase Decrease Closing balance Reasons for

balance

Speeial Incentive Funds for Rental
Housing Pilot Projects

250,000,000.00

243,170,814.76

6,829,185.24

Special Funds for
Government-Subsidized Housing
Projects from Rail Real Estate
Corporation

100,000,000.00

319.011,000.00

419,011,000.00

Investment in New East Railway
Station Resettlement District 4 within
the Central Budget

12.,900,000.00

12,900,000.00

Special Funds from the Central
Government for the Urban
Govemment-subsidized Housing
Project of New East Railway Station
Resettlement District 3 (Phase I)

31,000,000.00

31,000,000.00

Special Incentive Funds for Rental

Housing Pilot Projects (The eighth 64.260.000.00 64,260,000.00
batch)-Huashan North Area Phase 1

2021 The third Batch of Investment in

Special Funds for

Government-Subsidized Housing 80.,670,000.00 80,670,000.00

Projects-Covered Property
Development in Fan Village

Subtotal

350,000,000.00

507.841,000.00

287.070,814.76

570,770,185.24

38. Deferred income

Items

Opening balance

Increase

Decrease

Closing balance

Government grants

10,456,126.38

88,182,259.80

71,357,003 .40

27,281,382.78

Total

10,456,126.38

88,182,259.80

71,357,003.40

27,281,382.78

[Note] Please refer to section VI (1V) of notes to financial statements for details on grants offsetting relevant cost.

39. Paid-in capital

Investors

Opening balance

Increase

Decrease

Closing balance

State-owned Assets Supervision and
Administration Commission of Jinan

People’s Government

15,000,000,000.00

15,000,000,000.00

Total

15,000,000,000.00

15,000,000,000.00

40. Other equity instruments

(1) Basic information of other financial instruments such as preferred shares or perpetual bonds outstanding as of the

balance sheet date

Other equity instruments are perpetual medium-term notes with redeemable rights and corporate bonds with

renewable rights and issued by Jinan Rail Transit Group Co., Ltd., and project capital allocated by Jinan Municipal

Bureau of Finance for the Zhengji High-Speed Rail Project and the Huangtai Contact Line Project. As of December
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31, 2021, the Company's other equily instruments totaled RMB13.36 billion yuan, of which perpetual bonds were

RMBS3.9 billion yuan, and the others RMB4.46 billion yuan. The specific basic situation is as follows:

1) Perpetual bonds

Name of Perpetual bonds Par value Issuing date Maturity Amount outstanding
19 Jinan Rail transit MTNOO1 1,400,000,000.00 2019/8/7 54N (5) 1,400,000,000.00
20 Jinan Rail transit MTNOO1 1,000,000,000.00 2020/8/24 5+N (5) 1,000,000,000.00
20 Jinan Rail transit MTN002 2,000,000,000.00 2020/9/24 5N (5) 2,000,000,000.00
21 Jipui Yl 500,000,000.00 2021/7172 3+N (3) 500,000,000.00
21 Jigui Y2 600,000,000.00 2021/9/27 2+N(2) 600,000,000.00
21 Jigui Y3 400,000,000.00 2021/9/27 3+N (3) 400,000,000.00
21 Jigui Y5 1,000,000,000.00 2021/11/30 3+N (3) 1,000,000,000.00
21 Jigui Y6 1,500,000,000.00 2021/12/9 2+N (2) 1,500,000,000.00
21 Jigui Y7 500,000,000.00 2021/12/9 3+N (3} 500,000,000.00

Total $,900,000,000.00 -- -- 8,900,000,000.00
2} Others

Others are mainly the project capital allocated by Jinan Municipal Bureau of Finance for the Zhengji High-Speed

Rail Project and the Huangtai Contact Line Project, with a total balance of RMB4.46 billion yuan as at the end of

December 31, 2021.

{2) Current period movements of financial instruments such as preferred shares or perpetual honds outstanding at the

balance sheet date

Opening balance Increase
Ttems - - - -
Quantity Carrying amount Quantity Carrying amount
Perpetual bonds 6,900,000,000.00 4,500,000,000.00
Others 4.,460,000,000.00
Total 6,900.000,000.00 8,960,000,000.00
{Continued)
Decrease Closing balance
Items - - - -
Quantity Carrying amount Quantity Carrying amount
Perpetual bonds 2,500,000,000.00 §,900,000,000.00
Others 4,460,000,000.00
Total 2,500,000,000.00 13,360,000,000.00

(3) Other remarks

The current decrease is mainly due to the repayment of perpetual bonds of RMB2.5 billion yuan.

41. Capital reserve

(1) Details
Items Opening balance Increase Decrease Clesing balance
Other capital reserve 2,708,408,082.33 | 3,189,000,000.00 249,127,046.67 5,648,281,035.66
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Items Opening balance Increase Decrease Closing balance

Total 2,708,408,082.33 | 3,189,000,000.00 249,127,046.67 5,648,281,035.66

{2) Reasons and basis for movement in capital reserve

1) Details of increase in the current period

The company has received RMB3,169 million yuan of special financial funds for land expropriation and demolition
compensation from Jinan Finance Bureau as government capital investment funds.

The company has received RMB20 million yuan of state-owned enterprise capital from Jinan Finance Bureau as
government capital investment funds.

2) Details of decrease in the current period

Due to the business combination, the Company was transferred to the Heavy Industries Group Company without
compensation, reducing the capital reserve of RMB249,127,046.67 yuan.

42. Special reserve

(1) Details
Items Opening balance Increase Decrease Closing balance
Work safety fund 6,324,453.65 2,131,266.56 4,193,187.09
Total 0,324,453.65 2,131,266.56 4,193,187.09
(2) Other remarks

The mcrease of special reserve m this period is caused by the withdrawal of special reserve by the merged Heavy
Industries Group Company and the business combination of Heavy Industries Group Company. The withdrawal of
special reserve is based on the actual operating income of the previous year and in accordance with the general

withdrawal standard of machinery manufacturing enterprises. The decrease in current period is due to actual use.

43. Surplus reserve

Items Increase Decrease

Opening balance

Closing balance

Statutory surplus reserve

6,981,095.23

6,981,095.23

Total

6,981,095.23

6,981,09523

44. Undistributed profit

Preceding period

Items Current period cumulative .
comparative
Opening balance 50,035,044.79 40,448,000.61
Add: Net profit attributable to owners of the parent 78,063.922.14 51,511,610.84
company
Less: Turn over state capital gams 4,636,000.00 6,373,900.00
Less: Dividend payable on non-controlling shareholders 35,543,333.33 35,550,666.66
Closing balance 87.919.633.60 50,035,044.79

(IT) Notes to items of the consolidated income statement
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1. Operating revenue/Operating cost

Current period cumulative

Preceding period comparative

Items
Revenue Cost Revenue Cost
Main operations 2,478,731,691.77 | 1,934,149,731.33 1,594,323,522.70 1,269,063,831.48
Other operations 61,217,720.00 18,639,643.73 10,507,886.26 915,373.46

Total

2,539,949.411.77

1,952,789.375.06

1,604,831,408.96

1,269,979,204.94

2. Taxes and surcharges

Items Current period cumulative Preceding period comparative
Housing property tax 11,003,282.88 6,455,246.56
Urban maintenance and construction tax 4,077,700.50 2,709,211.99
Stamp duty 2,514,415.12 1,196,518.70
Land use tax 2,339,446.92 3,134,942.24
Education surcharpe 1,747,537.87 1,161,090.82
Local education surcharge 1,164,941.39 774,060.53
Resources tax 495,344.63 110,477.2
Vehicle and vessel use tax 26,670 81 15,572.52
Others 8,008.72
Local water conservancy construction fund 193,709.90

Total

23,377,348.84

15,750,830.46

3. Selling expenses

Items

Current period cumulative

Preceding period comparative

Employee compensation 29,183,387.87 10,711,284.72
Bidding service fees 8,217,517.06 3,911,279.22
Labor fees 5,396,242.50 3,921,635.22
Travel expenses 2,740,790.55 173,677.16
Service fees of Intermediaries 2,460,720.05 2,652,288.89
Advertising and business publicity expenses 1,670,286.44 539,157.18
Lease expenses 438,060.54 159,904.76
Depreciation and amortization expenses 370,310.75 305,206.55
Transportation costs 2,344.90 34,973,183.10
Others 3,216,788.40 304,449.26

Total 53,696,449.06 57,652,066.06

4. Administrative expenses

[temns

Current period cumulative

Preceding period comparative

Employee compensation 114,293,837.70 67,976,206.70
Depreciation and amortization expenses 26,734,268.16 9,866,807.06
Service fees of Intermediaries 11,992.218.94 7,060,768.74
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Items

Current period cumulative

Preceding period comparative

Office, water and electricity property expenses

10,804,967.96

7,835.471.98

Labor fees

7,017.966.81

3,203,004.66

Lease expenses

3,549,088.11

4,608,646.21

Vehicle transportation costs

2,089,075.00

2,270,949 47

Advertising and business publicity expenses

2,016,839.21

1,191,750.02

Others

24,506,914.60

8,783,291.79

Total

203,005,176.49

112,796,8596.63

5. R&D expenses

Items

Current period cumulative

Preceding period comparative

Employee compensation

61,858,968.32

9,737,081.50

Ré&D materials

67,934,641 45

13,335,060.66

Technical consulting fees and agency fees, etc 2,518.974.82 747,278.73
Depreciation expenses 1,088,171.34 639,059.37
Others 6,527,401.74 367,518.80

Total 139,928,157.67 24 .825,999.06

6. Financial expenses

Items

Current period cumulative

Preceding period comparative

Interest expenses

123,379,047.78

3,404,631.22

Less: Interest income

24,845,852.84

2,211,001.28

Exchange losses 417,071.14

Bank charges 5,678,239.57 55,250.72

Others 219,641.00 965,354.32
Total 104,848,146.65 2,214,234.98

7. Other income

Items Current period cumulative Preceding period comparative
Government grants related to income [Note] 11,532,360.37 2,670,620.06
ﬁzfi‘;?gu‘;{ l;ff:i‘;gtaf;es for withholding 44,5958 3191847
Others 386,158.41 115,104.02

Total 11,963,114.06 2,817,642.55

[Note] Please refer to section VI {(IV) of notes to financial statements for details on grants included into other

income.

8. Investment income

Items

Current period cumulative

Preceding period comparative
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Items

Current period cumulative

Preceding period comparative

Investment income from long-term equity
investments under equity method

50,024,608.59

3,481,134 89

Investment income from disposal of long-tern
equity investments

30,000.00

Total

50,054,608.59

3,481.134.89

9. Credit impairment loss

Items Current period cumulative Preceding period comparative
Bad debt loss -25,542,068.04
Total -25,542,068.04

10. Assets impairment loss

Items Current period cumulative Preceding period comparative
Bad debt loss -13,236,167.99
Total -13,236,167.99

11. Gains on asset disposal

Items Cuwment period cumulative Precedmg period comparative
Gains on disposal of fixed assets 32,774,406.82 -111,352.76
Total 32,774,406.82 -111,352.76

12. Non-operating revenue

Items Current period cumulative Preceding period comparative
Default fme revenue 661,516.39 25,948.93
Fund with no access to pay 325,330.26 6,672,570.01
Government grants [Note] 1,000.00
;35:1;: on damage or retirement of non-current 17,040.71
Others 116,237.17 10,003.15

Total 1,120,124.53 6,709,522.09

[Note] Please refer to section VI (IV) 3 of notes to financial statements for details on grants included into

non-operating revenue.

13. Non-operating expenditures

ltems

Current period cumulative

Preceding period comparative

Losses on damage or retirement of non-current

assets 718,644.80
Default fine expenditure 475,110.62 14,000.13
Donation expenditures 460,000.00 212,000.00
Litigation compensation 83,700.00
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Items Current period cumulative Preceding period comparative
Overdue fine 3,235.95 115,441.81
Others 262,558.03 15,661.00

Total 2,003,249.40 357,102.94
14. Income tax expenses

Items Current period cumulative Preceding period comparative
Current period income tax expenses 22,984,432.82 25,299.,199.27
Deferred income tax expenses -3,400,210.96 9,016,210.12

Total 19,584,221.86 34,915,409.39

(IIT) Notes to items of the consolidated cash flow statement

1. Supplement information to the cash flow statement

Supplement information Current pi?nod Preceding p < riod
cumulative comparative
(1) Reconciliation of net profit to cash flow fromn operating
activities:
Net profit 111,087,472.70 86,000,443.28
Add: Provision for assets impairment loss 25,542,068.04 13,236,167.99
Depreciation of fixed assets, oil and gas assets, productive 51,070,366.16 20.322,649.08

biological assets

Depreciation of right-of-use assets 93,316,152.33
Amortization of intangible assets 6,621,431.36 2,012.481.35
Amortization of long-term prepayments 1,150,772.25 1,016,809.13
igfc?ﬁr g;s'.tp:sssaelt;)t(' El;Zd ga:':ﬁs’ intangible assets and other 32,774 406.82 111,352.76
Fixed assets retirement loss (Less: gains) 701,604.09

Losses on changes in fair value (Less: gains)

Financial expenses (Less: gains)

123,756,118.92

3,404,631.22

Investments losses (l.ess: gains)

-50,054,608.59

-3,481,134.89

Decrease of deferred tax assets (Less; increase) -2,971,567.05 9.961,106.46
Increase of deferred tax liabilities (Less: decrease) -428,643.92 -344,896.34
Decrease in imventories (Less: increase) -2,447,918,955.60 -582,365,717.08

Decrease in operating receivables (Less: increase)

-2,941,411,993.93

-19,297,289,221.09

Increase of operating payables (Less: decrease)

1,638,460,201.32

20,882,700,371.85

Others

97,869,874.08

15,322,487.96

Net cash flow from operating activities

-3,325,944,114.67

1,150,607,551.68

(2) Significant investing and financing activities not related to
cash receipts and payments:

Conversion of debt into capital

Convertible bonds due within one year

Fixed assets leased in under finance leases

(3) Net changes in cash and cash equivalents:
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Supplement information Current pe‘:nod Preceding pgnocl
cumulative comparative
Cash at the end of the period 8,587,038,722.58 6,909,480,995 44
Less: Cash at the beginning of the period 6,909,480,995.44 8,741,560,325.89

Add: Cash equivalents at the end of the period

ILess: Cash equivalents at the beginning of the period

Net increase of cash and cash equivalents 1,677,557,727.14 -1,832,079,330.45
2. Acquisition or disposal of subsidiaries and other business units during the reporting period
Current period Preceding period
Items . ;
cumulative comparative

(1) Information about obtaining subsidiaries and other business
units

1) Price of obtaining subsidiaries and other business units

252,500,000.00

133,170,000.00

2) Cash and cash equivalents paid for obtaining subsidiaries
and other business units

247,000,000.00

133,170,000.00

Less: Cash and cash equivalents held by subsidiaries and other
business units

137,664,323.59

212,114,789.51

3) Net cash payment for acquisition of subsidiaries and other
business units

109,335,676.41

-78,944,789.51

3. Cash and cash equivalents

Ttems Closing balance Opening balance
(1) Cash 8,587,038,722.58 6,909,480,995.44
Including: Cash on hand 38.86
Cash in bank on demand for payment 8,5 84,605,961.63 6,909,283.466.21
Other cash and bank balances on demand for payment 2,432,722.09 197,529.23
(2) Cash equivalents
Including: Bond investments mataring within three months
{3) Cash and cash equivalents at the end of the peried 8,587,038,722.58 6,909,480,995.44

Including: Cash and cash equivalents of parent comnpany or
subsidiaries with use restrictions

Cash and bank balances that are not cash and cash equivalents:

The monetary funds held by the parent company or subsidiaries of the group that are not cash and cash equivalents

are mainly restricted bank acceptance margin, restricted construction labor wage deposit and restricted security

deposits of Letter of Guarantee, etc.

{IV) Govemment grants

1. Government grants related to assets

Net method
Opening balance Closing balance of| Closing balance of
[tems of accumulated Increase accumulated grants| accurnulated carrying
grants received received amount offset in assets
2021 Shandong Provincial Key
R&D Plan(Major Scientific and 4,300,000.00 4,300,000.00
Technological Innovation Project)
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Items

Opening balance
of accumulated
grants received

Increase

Closing balance of
accumulated grants
received

Closing balance of

accumnulated carrying
amount offset in assets

2021 National Vehicle Purchase
Tax Revenue Subsidizes Local

Funds

60,000,000.00

60,000,000.00

Subtotal

64,300,000.00

64,300,000.00

(Continued)

Items

Carrying amount
of grants offset
and presented
under

Carrying amount
of grants not yet
offset and
presented under

Effects of
grants on
current profit
before tax

Corresponding
depreciation and
amortization of assets
presented under

Remarks

2021 Shandong Provincial

Key R&D Plan{Major

Scientific and Technological

Innovation Project)

Deferred
income

2021 National Vehicle
Purchase Tax Revenue
Subsidizes Local Funds

Construction in
progress

Subtotal

2. Government grants related to income and used to compensate future relevant costs, expenses or losses

Ttems

Opening balance

of deferred
income

Increase

forward

Amounts carmied

Closing balance
of deferred
income

Amounts carried
forward presented
under

Remarks

Digital Twin City
Four-dimensional
Visualization Information
System and its Application
in Jinan Urban Area

463,598.74

1,120,000.00

646,981.35

936,617.39

R&IDD) expenses

2020 Jinan Science and
Technology Innovation
Development Fund

1,000.000.00

110,501.18

889.498.82

Ré&D expenses

Jicai Jiaozhi
(2020) No.69

R&D and Industrialization
of Complex Groundwater

Protection fechnology for
Spring Area Rail Transit

400,000.00

2,696.00

397,304.00

R&D expenses

Lugong Xinji
(2020) No.37

5150 Talent Muliiplication
Plan

1,078,456.68

238,313.25

840,143.43

RA&D expenses

Key Technology and
Equipment Industrialization
of Intelligent Integrated
Shield Tunneling Machine
for Super Large Section
Tunnel

1,079,708.15

1,260,000.00

1,016,278.04

1,323,430.11

R&D expenscs

Haiyou Talent Plan
High-level Innovation
Platform

500,000.00

500,000.00

Guiding Funds for
Financial Innovation and
Development in Shandong
Province

1,670,000.00

1,670,000.00

Natural Science Foundation
of Shandong Provinee

869,601.92

350,000.00

147,439.70

1,072,162.22

R&D expenses

Luke Zi (2020)
No.127, 128

R&D of Hob Cutter Ring
for Tunnel Boring Machine
and Key Technologics of
Intelligent Excavation

3,040,000.00

3,040,000.00

"Enterprise Cloud" Special
Fund

200,000.00

200,000.00

400,000,00
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Opening balance Amounts camicd Closing balance | Amounts carried

Ttems of deferred Increase i of deferred | forward presented Remarks
. forward .
imcome income under

Funds for the Construction
of the Underground

Engincering Robot 700,000.00 700,000.00

Coordination Center

Intelligent Integrated

Shield Tunnelng Machine 3.116,000.00 3,116,000.00

for Super Large Section

Tunnel

Innovative Team Projects 700,000.00 700,000.00

Industrialization of

Full-section Tunnel 2,976,000.00 2,576,000.00

Equipment

Others 526476089 | 835025080 | 9,194.793.88 | 4,420,226.81 [R%D expenses and

other income

Subtotal 10,456,126.38 | 23,882,259.80 | 11,357,003.40 | 22,981,382.78 -- -

3. Government grants related to income and used to compensate incurred relevant costs, expenses or losses

ltems Amounts Presented under Remarks
Steady post subsidies 512,827.96 Other income
Work-tor-training subsidies 677,500.00 Other income
Jinan Licheng District Science and
Technology Bureau Innovation Voucher 960,000.00 Other income
Funds
Licheng District 2020 Key Industry .
Talent Support Funds 600,000.00 Other income
Shandong Province Enterprise Research . .
and Development Financial Subsidies 709,600.00 Other income Luke Zi (2019) No.91
Subsidies for High-tech Enterprises 200,000.00 Other income
Others 572,432.41 Other income
Subtotal 4,232,360.37 -- -

4. In the current period, government grants included into profit or loss totaled RMB15,589,363.77 yuan.

VIL. Related party relationships and transactions
(I) Related party relationships

Related parties Relationships with the Company
Shandong Jiayuan Resources Development Co., Ltd. Associate
Jinan Rail Zhongtie Pipe Manufacturing Co., Ltd. Associate
Shandong Hi-Speed Engineering Inspection Co., Ltd. Associate
Shandong Yuhan Industry Investment Development Co., Ltd. Associate
Shandong Hualing Cable Co., Ltd. Associate
Shandong Shengquan Rail Transit Equipment Co., Ltd. Associate
Shandong Decai Construction Co., Lid. Associate
Shandong Traffic Control Technology Co., Ltd. Associate
Jinan CRRC Sifang Rail Transit Equipment Co., Ltd. Associate
Jinan Rail Transit New Material Co., Lid Associate
Jinan Jinkong International Financial Leasing Co., Ltd. Associate

Page 93 of 98

-F-97 -



Related parties Relationships with the Company
Shandong Puhui Sharing Economy Technology Development Co., Lid. Associate
g?izlii}ée;agﬁ:é{s;;ransﬂ Industry Investment Fond Partnership Established fund company
(II) Related party transactions
1. Purchase of goods

Name of related parties Amount

Jinan Rail Zhongtie Pipe Manufacturing Co., Ltd.

6,160,604 .81

Shandong Hualing Cable Co., Ltd.

31,554,982.777

Jinan Rail Transit New Material Co., Lid

6,272,090.00

Subtotal

43,987,677.58

2. Please refer to notes to items of financial statements for balances due from or to related parties.

3. Receiving of services

Name of related parties Amount
Shandong Jiayuan Resources Development Co., Ltd. 08,225,645.71
Shandong Hi-Speed Engineering Inspection Co., Ltd. 597,133.07
Subtotal 98,822,778.78
4. Rendering of services
Name of related parties Amount
Shandong Hayuan Resources Development Co., Ltd. 57,246.99
Jinan CRRC Sifang Rail Transit Equipment Co., Ltd. 18,652.36
Shandong Decai Construction Co., Ltd. 30,404.75
Subtotal 106,304.10

5. Related party leases
(1) The Company as the lessor

Lease income for the

Lease income for the

Lessees current period preceding period
Shandong Jiayuan Resowrces Development Co., Ltd. 356,422.34
Yinan CRRC Sifang Rail Transit Equipment Co., Ltd. 111,647.87
Shandong Decai Construction Co., Ltd. 184,967.37
Subtotal 653,037.58
{2) The Company as the lessee
Expenses for Lease expenses paid
short-term leases and | {excluding expenses for
leases of low-value short-term leases and Lease
Types of | assets with simplified |leases of low-value assets Risht-ofuse interests
Lessors assets | approach and variable | with simplified approach assetgs increased | EXPenses for
leased lease payments not and variable lease the current
included m the payinents not included in period
measurement of lease | the measurement of lease
liabilities liabilities)
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Expenses for Lease expenses paid
short-term leases and | (excluding expenses for
leases of low-value short-term leases and Lease
Types of | assets with simplified |leases of low-value assets . interests
. o Right-of-use
Lessors assets | approach and variable | with simplified approach . expenses for
. assets increased
leased lease payments not and variable lease the current
included in the payments not included in period
measurement of lease | the measurement of lease
liabilities liabilities)

Jian Jinkong Shicld

cernatonat Tunneling 11,786,124.30 | 224.656,030.37
Financial Leasing Machine
Co., Ltd.
6. Loan funds

Name of related parties Opening balance Lending out In Taking bacl.( m Closing balance

current period current period

Shandong Jiayuan Resources
Development Co., Ltd. 101,006,289.31 101,006,289.31
Shandong Yuhan Industry
Investment Development Co., Ltd, 1,500,000,000.00 1,500,000,000.00

Subtotal 1,601,006,289.31 101,006,289.31 | 1,500,000,000.00

VIIL Other significant events

(I) Contingencies

As of the balance sheet date, the company has no material contingencies to be disclosed.

(II) Commitments

As of the balance sheet date, the company has no material commitments to be disclosed.

(II1) Non-adjusting events after the balance sheet date

As of the reporting date of the financial statements, the company has issued RMB2.5 billion yuan of ultra-short
financing bonds. The basic conditions of the bonds are as follows:

1. On January 5 2022, the Company issued Jinan Rail Transit Group Co., Ltd.'s first phase of 2022 ultra-short
financing bonds, referred to as 22 Jinan Rail Transit SCP001, with an issue amount of RMB1.5 billion yuan, an issue
interest rate of 2.80%, and a maturity of 270 days.

2, On January 6 2022, the Company issued Jinan Rail Transit Group Co., Ltd.'s second phase of 2022 ultra-short
financing bonds, referred to as 22 Jinan Rail Transit SCP002, with an issue amount of RMB1 billion yuan, an issue
interest rate of 2.78%, and a maturity of 270 days.

(IV) Leases

1. The Company as lessee

(1) Please refer to section VI (I) 17 of notes to financial stateinents for details on right-of-use assets.

(2) Short-term leases and low-value asset leases

Please refer to section [II (XXVII) of notes to financial statements for details on the Company’s accounting policies
on short-term leases and leases for which the underlying asset is of low value. The amounts of short-term leases and

low-value asset leases included into profit or loss are as follows:

Items Current period cumulative

Expense relating to short-term leases 577,098.39
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Items Current period cumulative
Expense relating to leases of low-value assets (excluding 1,288.909.27
short-term leases)

Total 1,866,007.66
(3) Current period profit or loss and cash flows related to leases

ITtems Current period cumulative
Interest expenses on lease liabilities 12,871,283.74
Total cash outflows related to leases 308,395,858.07
(4) Maturity analysis of lease payments and related liquidity risk management
1) Maturity analysis of lease payments

Remaining years Contract amount not yet discounted
Within | year 364,829,502.18
1-2 years 349,379,894.61
2-3 years 187,292,369.68
3-4 years 19,514,065 .99
4-5 years 1,448,574.16

Total 922,464,406.62

2) Liquidity risk management

Liquidity risk is the risk that the Company may encounter deficiency of funds in meeting obligations associated with
cash or other financial assets settlement. Liquidity risk associated with lease liabilities arises from the company's
inability to repay due lease payments.

In order to control such risk, the Company comprehensively utilized financing tools such as notes settlement, bank
borrowings, etc. and adopts long-term and short-term financing methods to optimize financing structures, and finally
maintains a balance between financing sustainability and flexibility. The Company has obtained credit limit from
several commercial banks to meet working capital requirements and expenditures.

(5) Nature of leasing activities

Nature of underlying assets Quantity Lease term Whether‘ the lea‘se contains
extension option or not
Aipu Electric Company leases buildings and
structures 2 3 years No
Track Survey and Design Company leases buildings
and structures > 2-3 years Yes
Urban Counstruction Pipeline Company leases
buildings and structures 2 5 years Yes
Hea.vy Industries Group Company leases special 1 3 years No
equipment
Heavy Industries Group Company leases spectal 6 November-December No
equipment 2021
2. The Company as lessor
Operating lease
(1) Lease income
Items Current period cumulative
Lease income 156,127,146.64
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[tems

Current period cumulative

Including: Income relating to variable lease payments
not included in the measurement of the lease liability

(2) Assets leased out under operating leases

Ttems Closing balance
Right-of-use assets 1,037,267,556.73
Subtotal 1,037,267,556.73

Please refer to section VI (1) 17 of notes to financial statements for details on right-of-use assets leased out under

operating leases

(3) Undiscounted lease payments to be received arising from non-cancellable leases based on the lease contract

signed with lessee

Remaining years

Amount

Within 1 year 191,993,522.10
1-2 years 85,287.794.80
2-3 years 10,806,019.22
3-4 years 8,200,000.00
4-5 years 8,200,000.00
Over 5 years 8,200,000.00

Total

312,687,336.12

IX. Notes to items of parent company financial statements

(1) Notes to iteins of the parent company balance sheet

1. Long-term equity investments
(1) Detail

Items

Closing balance

Book balance

Provision for
impairment

Carrying amount

Investments in subsidiaries

20,984,681,056.59

20,984,681,056.59

Total 20,984,681,056.59 20,984,681,056.59
(2) Investments in subsidiaries

Investees Holding proportion (%) | Voting right proportion (%}| Closing balance
Jinan Rail Transit Group Resource
Development Co_, Ltd. [Notel] 96.16 96.16 | 7.,770,000,000.00
Jinan Rail Transit Group Construction
Tnvestment Co., Ltd. [Notel] 7636 76.36 8,170,000,000.00
Shandong Rail Transit Survey and
Design Institute Co., L, 70.00 70.00 52,000,000.00
Shandong Rail Transit Engineering
Consulting Co., Ltd. 100.00 100.00 5,000,000.00
Jinan Rail Transit Group Asset
Management Co., Ltd. 100.00 100.00 2,060,681,056.59
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Investees Holding proportion (%) | Voting right proportion (%)| Closing balance
Jinan Transportation Development
Investment Co., Ltd. 100.00 100.00 1,000,000,000.00
Jinan Raif Transit Group Real Estate 100.00 100.00 1,000,000,000.00
Co., Ltd.
Eltl(;mdong Yingtong Development Co., 60.00 60.00 180,000,000.00
i‘?da“ Heavy Industries Group Co., 100.00 100.00 247,000,000.00
Jinan Shuntong Jiecheng Investment
Partnership (Limited Partnership) 20.03 66.67 500,000,000.00
[Note2]
Jinan Rail Transit Group Operation 100.00 100.00
Co., Ltd.
Jinan Rail Transit Group First
Operation Co., Ltd. 100.00 100.00
Jinan Shuntong International Co., Ltd. 100.00 100.00
Shandong Rail Transit Research
Institute Co., Ltd. 100.00 100.00

Subtotal -- - 20,984,681,056.59

[Notel] The Company has increased the capital of its subsidiary Resource Development Corporation by RMB3.52
billion yuan, and has increased the capital of its subsidiary Construction Inyestment Company by RMB80.00 million
yuan, but has not changed two companies’ articles of association and registered for industry and commerce.

[Note2] The Company, the subsidiary Company Asset Management Corporation and Shenzhen Qianhailian Yirong
Commercial Factoring Co., Ltd. jointly established Jinan Shuntong Jiecheng Investment Partnership (Limited
Partnership). Each of the three shareholders has one vote.

Jinan Rail Transit Group Co., Ltd.

March 7, 2022
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Jinan Rail Transit Group Co., Ltd.

Auditor’ s Report for the year 2020
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ISSUER GUARANTOR

Jinan Shuntong International Co. Limited Jinan Rail Transit Group Co., Ltd.
(% v %% 0 R B A B 2 ) (5 P L 2 A2 2 4 T AR 4 )
Unit B, 1/F., Lippo Leighton Tower Jinan Rail Transit Building
103 Leighton Road 5 Jiefangdong Road
Causeway Bay, Hong Kong Lixia District
Jinan, China
TRUSTEE

China Construction Bank (Asia) Corporation Limited
(o o At e SR AT (M) M A A PR 2 WD)
28/F, CCB Tower
3 Connaught Road Central
Central, Hong Kong

PRINCIPAL PAYING AGENT
TRANSFER AGENT AND REGISTRAR

China Construction Bank (Asia) Corporation Limited
(o ol At e SR AT (M) M A A PR 2 WD)
28/F, CCB Tower
3 Connaught Road Central
Central, Hong Kong

LEGAL ADVISERS

To the Issuer and To the Issuer and
the Guarantor as to the Guarantor as to
Hong Kong and English law PRC law
Fangda Partners AllBright Law Offices
26/F, One Exchange Square 9, 11, 12/F Shanghai Tower No.501
8 Connaught Place Yincheng Middle Road
Central Pudong New Area
Hong Kong Shanghai, P.R. China
To the Managers and the Trustee To the Managers
as to Hong Kong and English law as to PRC law
Freshfields Bruckhaus Deringer Beijing DeHeng Law Offices
55th Floor, One Island East 12th Floor, Tower B
Taikoo Place Focus Place
Quarry Bay No. 19 Finance Street
Hong Kong Beijing, P.R. China

AUDITOR OF THE GUARANTOR

Pan-China Certified Public Accountants
17th and 18th Floor, East Block, Jinyu Building
No.3-1 East Jiefang Road
Jinan, Shandong, P.R. China
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