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 Listing Rules (as defined below) 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 (as defined
below) 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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PUBLICATION OF THE OFFERING CIRCULAR

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



Please refer to the offering circular dated 16 July 2021 (the “Offering Circular”) appended
herein in relation to the issuance of the Notes. As disclosed in the Offering Circular, the
Notes were intended for purchase by professional investors only (as defined in Chapter 37 of
the Listing Rules) (“Professional Investors”) and have been listed on the Hong Kong Stock

Exchange on that basis.

Notice to Hong Kong Investors: Huzhou Moganshan High-tech Group Co., Ltd. G# N & T
L& #r B2 [ A FR A A)) (the “Issuer”) confirms that the Notes are intended for purchase by
Professional Investors only and have been listed on the Hong Kong Stock Exchange on that
basis. Accordingly, the Issuer confirms that the Notes 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 no such inducement is intended. No investment decision should be

made based on the information contained in the Offering Circular.
Hong Kong, 26 July 2021
As at the date of this announcement, the directors of Huzhou Moganshan High-tech Group

Co., Ltd. are Mr. SHEN Zhigang, Ms. DING Man, Mr. JIN Weimin, Ms. TANG Yanhong and
Mr. YAO Huanliang.



IMPORTANT NOTICE

NOT FOR DISTRIBUTION TO ANY PERSON OR ADDRESS IN THE UNITED STATES. THIS OFFERING
IS AVAILABLE ONLY TO INVESTORS WHO ARE ADDRESSEES OUTSIDE OF 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: In order to be eligible to view this Offering Circular or make an investment
decision with respect to the Notes described herein, investors must not be located in the United States. 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 China International Capital Corporation Hong Kong Securities
Limited, Guotai Junan Securities (Hong Kong) Limited, BOSC International Company Limited, CEB International
Capital Corporation Limited, China Zheshang Bank Co., Ltd. (Hong Kong Branch), Hua Xia Bank Co., Limited
Hong Kong Branch, Soochow CSSD Capital Markets (Asia) Pte. Ltd., Soochow Securities International Brokerage
Limited and Haitong International Securities Company Limited (together and acting in their various capacities, the
“Joint Lead Managers”) that (1) you and any customers you represent are not located in the United States, (2) 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 (3) 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 neither
the Joint Lead Managers, the Trustee or the Agents (as defined in the attached Offering Circular) nor their affiliates,
directors, officers, employees, representatives, agents and each person who controls any of them or their respective
affiliates 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. A hard copy version will be provided to you upon
request.

Restrictions: The attached document is being furnished in connection with an offering in offshore transactions in
compliance with Regulation S 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 the securities described herein.

THE NOTES DESCRIBED HEREIN HAVE NOT BEEN, AND WILL NOT BE, REGISTERED UNDER THE
SECURITIES ACT, OR THE SECURITIES LAWS OF ANY STATE OF THE UNITED STATES OR
OTHER JURISDICTION AND THE NOTES MAY NOT BE OFFERED OR SOLD WITHIN THE UNITED
STATES, EXCEPT PURSUANT TO AN EXEMPTION FROM, OR IN A TRANSACTION NOT SUBJECT
TO, THE REGISTRATION REQUIREMENTS OF THE SECURITIES ACT AND APPLICABLE STATE OR
LOCAL SECURITIES LAWS. THIS OFFERING IS MADE SOLELY IN OFFSHORE TRANSACTIONS
PURSUANT TO REGULATION S UNDER THE SECURITIES ACT.

THIS OFFERING CIRCULAR MAY NOT BE FORWARDED OR DISTRIBUTED TO ANY OTHER
PERSON AND MAY NOT BE REPRODUCED IN ANY MANNER WHATSOEVER, AND IN PARTICULAR,
MAY NOT BE FORWARDED TO ANY PERSON OR ADDRESS IN THE UNITED STATES. ANY
FORWARDING, DISTRIBUTION OR REPRODUCTION OF THIS DOCUMENT IN WHOLE OR IN PART
IS UNAUTHORISED. FAILURE TO COMPLY WITH THIS DIRECTIVE MAY RESULT IN A VIOLATION
OF THE SECURITIES ACT OR THE APPLICABLE LAWS OF OTHER JURISDICTIONS.

Nothing in this electronic transmission constitutes an offer or an invitation by or on behalf of either the Issuer (as
defined in this Offering Circular) of the securities or the Joint Lead Managers to subscribe for or purchase any of
the securities described therein, and access has been limited so that it shall not constitute in the United States or
elsewhere a general solicitation or general advertising (as those terms are used in Regulation D under the Securities
Act) or directed selling efforts (within the meaning of Regulation S under the Securities Act). If a jurisdiction
requires that the offering be made by a licensed broker or dealer and the Joint Lead Managers or any affiliate of
them is a licensed broker or dealer in that jurisdiction, the offering shall be deemed to be made by the Joint Lead
Managers it or such affiliate on behalf of the Issuer in such jurisdiction.

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.

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

You are 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
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HIGH-TECH GROUP
Huzhou Moganshan High-tech Group Co., Ltd.

CAMEFLESHERARAR)

(incorporated with limited liability in the People’s Republic of China)

U.S.$210,000,000 3.50 per cent. Notes due 2024
Issue Price for the Notes: 100.0 per cent.

The 3.50 per cent. Notes due 2024 in the aggregate principal amount of U.S.$210,000,000 (the “Notes™) will be issued by Huzhou Moganshan High-tech Group Co., Ltd. (it
MNEEF L = H & B A FR/A F]) (the “Issuer” or the “Company”). The PRC government is not an obligor and Noteholders shall have no recourse to the PRC government in
respect of any obligation arising out of or in connection with the Notes in lieu of the Issuer. See “Risk Factors — Risks Relating to the Notes — The PRC government has no
obligations under the Notes.”

The Notes will bear interest on their outstanding principal amount from and including 23 July 2021 at the rate of 3.50 per cent. per annum, payable semi-annually in arrear in
equal instalments on 23 January and 23 July in each year. The Notes shall constitute direct, unconditional, unsubordinated and (subject to Condition 4.1 of the Terms and
Conditions of the Notes) unsecured obligations of the Issuer and (subject as stated above) rank and will rank pari passu, without any preference among themselves, with all
other outstanding unsecured and unsubordinated obligations of the Issuer, present and future, but, in the event of insolvency, only to the extent permitted by applicable laws
relating to creditors’ rights. All payments of principal, premium and interest in respect of the Notes by or on behalf of the Issuer shall be made free and clear of, and without
withholding or deduction for, or on account of, any present or future taxes, duties, assessments or governmental charges of whatever nature (“Taxes”) imposed, levied,
collected, withheld or assessed by or on behalf of any of the Relevant Jurisdictions (as defined in the Terms and Conditions of the Notes), unless the withholding or deduction
of the Taxes is required by law, as further described in “Terms and Conditions of the Notes — Taxation™.

The Issuer undertakes that it shall (a) within 15 PRC Business Days (as defined in the Terms and Conditions of the Notes) after the Issue Date, register or cause to be
registered with SAFE the Notes pursuant to the Administrative Measures for Foreign Debt Registration (JME#50

*SUEBEHHE) and its operating guidelines, effective as of 13
May 2013, and the Circular of the People’s Bank of China on Implementing Macro Prudential Management of Full-covered Cross-border Financing (HHEI A RSRAT B 2 118
5 358l 7 5 L PR B SEECAYZE ) (the “SAFE Registration”); (b) use its best endeavours to complete the SAFE Registration and obtain a registration record from
SAFE or its local counterpart on or before the Registration Deadline (as defined in the Terms and Conditions of the Notes); and (c) comply with all applicable PRC laws and
regulations in relation to registration of the Notes promulgated thereunder from time to time.

Pursuant to the Circular on Promoting the Reform of the Filing and Registration System on the Issuance by Enterprises of Foreign Debt (Fa Gai Wai Zi [2015] No. 2044)( [
TS R R B A 2 D S B AT M 08 5 B B A B O B (B UH E [2015]2044557) ) issued by the NDRC, which came into effect on 14 September 2015, and any
implementation rules, regulations, certificates, circulars or notices in connection therewith as issued by the NDRC from time to time (the “NDRC Circular”), the Issuer has
registered the issuance of the Notes with the NDRC and obtained a certificate from the NDRC dated 11 March 2021 evidencing such registration and which remains in full
force and effect. The Issuer undertakes to file or cause to be filed with the NDRC the requisite information and documents within ten PRC Business Days after the Issue Date
(the “NDRC Post-issue Filing”).

The Notes will mature on 23 July 2024 at their principal amount. The Notes are subject to redemption, in whole but not in part, at their principal amount, together with unpaid
interest accrued up to but excluding the date of redemption, at the option of the Issuer at any time on giving not less than 30 nor more than 60 days’ notice to the Noteholders
in accordance with Condition 13 of the Terms and Conditions of the Notes (which notice shall be irrevocable) in the event of certain changes affecting taxes of the Relevant
Jurisdiction. The Notes also contain a provision for redemption at the option of the holders of the Notes (the “Noteholders™) at 101 per cent. (in the case of a redemption for
a Change of Control (as defined in the Terms and Conditions of the Notes)) or 100 per cent. (in the case of a redemption for a No Registration Event (as defined in the Terms
and Conditions of the Notes)) of the principal amount of the Notes, together with accrued and unpaid interest up to but excluding the Put Settlement Date (as defined in the
Terms and Conditions of the Notes). See “Terms and Conditions of the Notes — Redemption and Purchase” .

Investing in the Notes involves certain risks. See “Risk Factors” beginning on page 11.

The Notes have not been and will not be registered under the United States Securities Act of 1933, as amended (the “Securities Act”), and may not be offered or sold
within the United States except pursuant to an exemption from, or in a transaction not subject to, the registration requirements of the Securities Act. Accordingly,
the Notes are being offered and sold only outside the United States in offshore transactions in compliance with Regulation S under the Securities Act (‘“Regulation
$”). For a description of these and certain further restrictions on offers and sales of the Notes and the distribution of this Offering Circular, see the section entitled
“Subscription and Sale” on page 104.

Singapore Securities and Futures Act Product Classification — Solely for the purposes of its obligations pursuant to sections 309B(1)(a) and 309B(1)(c) of the Securities
and Futures Act (Chapter 289 of Singapore), as modified or amended from time to time (the “SFA™), the Issuer has determined, and hereby notifies all relevant persons (as
defined in Section 309A of the SFA) that the Notes are “prescribed capital markets products™ (as defined in the Securities and Futures (Capital Markets Products) Regulations
2018).

The denomination of the Notes shall be U.S.$200,000 each and integral multiples of U.S.$1,000 in excess thereof.

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

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

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

Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

China International Capital Guotai Junan International
Corporation
Joint Bookrunners and Joint Lead Managers

BOSC CEB China Zheshang Hua Xia Bank Soochow CSSD Soochow Haitong
International International  Bank Co., Ltd. Co., Limited  Capital Markets Securities International
(Hong Kong Hong Kong (Asia) (International)
Branch) Branch

Offering Circular dated 16 July 2021



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

IN CONNECTION WITH THE ISSUE OF THE NOTES, ANY OF THE JOINT LEAD
MANAGERS APPOINTED AND ACTING IN ITS CAPACITY AS STABILISATION MANAGER
(SUCH PARTY, A “STABILISATION MANAGER”) (OR ANY PERSON ACTING ON BEHALF
OF THE STABILISATION MANAGER(S)) MAY OVER-ALLOT NOTES OR EFFECT
TRANSACTIONS WITH A VIEW TO SUPPORTING THE MARKET PRICE OF THE NOTES
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
OFFER OF THE NOTES IS MADE AND, IF BEGUN, MAY CEASE AT ANY TIME, BUT IT
MUST END NO LATER THAN THE EARLIER OF 30 DAYS AFTER THE ISSUE DATE OF
THE NOTES AND 60 DAYS AFTER THE DATE OF THE ALLOTMENT OF THE NOTES. ANY
STABILISATION ACTION OR OVER-ALLOTMENT MUST BE CONDUCTED BY THE
RELEVANT STABILISATION MANAGER(S) (OR PERSONS ACTING ON BEHALF OF ANY
STABILISATION MANAGER(S)) IN ACCORDANCE WITH ALL APPLICABLE LAWS AND
RULES.

Singapore Securities and Futures Act Product Classification — Solely for the purposes of its
obligations pursuant to sections 309B(1)(a) and 309B(1)(c) of the Securities and Futures Act (Chapter
289 of Singapore), as modified or amended from time to time (the “SFA”), the Issuer has determined,
and hereby notifies all relevant persons (as defined in Section 309A of the SFA) that the Securities are
“prescribed capital markets products” (as defined in the Securities and Futures (Capital Markets
Products) Regulations 2018).

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 and its subsidiaries (collectively the “Group”). The Issuer accepts full
responsibility for the accuracy of the information contained in this document and confirms, having
made all reasonable enquiries, that to the best knowledge and belief there are no other facts the omission
of which would make any statement herein misleading.

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

The Issuer, having made all reasonable inquiries, confirms that: (i) this Offering Circular contains all
information with respect to the Issuer and the Group and the Notes, which is material in the context of
the issue and offering of the Notes, including all information required by applicable laws and according
to the particular nature of the Issuer, the Group and the Notes, and is necessary to enable investors to
make an informed assessment of the assets and liabilities, financial position, profits and losses and
prospects of the Issuer and the Group and of the rights attaching to the Notes; (ii) the Offering Circular



does not contain any untrue statement of a material fact or omit to state any material fact necessary to
make the statements therein, in the light of the circumstances under which they were made, not
misleading; (iii) all statements of fact contained in the Offering Circular relating to the Issuer, the Group
and the Notes are in every material respect true and accurate and not misleading; (iv) all statements of
opinion, intention, belief or expectation contained in the Offering Circular are truly and honestly held
and were or have been made after due and careful consideration of all relevant circumstances and were
based on reasonable assumptions; (v) all reasonable enquiries have been made by the Issuer to ascertain
such facts and to verify the accuracy of all such statements; and (vi) the statistical, industry and market-
related data and forward-looking statements, each of which are based on or derived or extracted from
sources which the Issuer believes to be accurate and reliable and represent each of their good faith
estimates that are made on the basis of data so derived from such sources. The Issuer has taken
reasonable care in reproducing or extracting such data into the Offering Circular, to the extent required,
the Issuer has obtained the written consent to the use of such data from such sources.

Prospective investors in the Notes should rely only on the information contained in this Offering
Circular. None of China International Capital Corporation Hong Kong Securities Limited, Guotai Junan
Securities (Hong Kong) Limited, BOSC International Company Limited, CEB International Capital
Corporation Limited, China Zheshang Bank Co., Ltd. (Hong Kong Branch), Hua Xia Bank Co., Limited
Hong Kong Branch, Soochow CSSD Capital Markets (Asia) Pte. Ltd., Soochow Securities International
Brokerage Limited and Haitong International Securities Company Limited (together and acting in their
various capacities, the “Joint Lead Managers”), the Issuer, the Trustee or the Agents (each as defined
in the Terms and Conditions of the Notes) or any of their respective directors, officers, employees,
agents, advisers, representatives or affiliates has authorised the provision of information different from
that contained in this Offering Circular, to give any information or to make any representation not
contained in or not consistent with this Offering Circular or any other information supplied in
connection with the offering of the Notes and, if given or made, such information or representation must
not be relied upon as having been authorised by the Issuer, any of the Joint Lead Managers, the Trustee
or the Agents or any of their respective directors, officers, employees, agents, advisers, representatives
or affiliates. The information contained in this Offering Circular is accurate in all material respects only
as of the date of this Offering Circular, regardless of the time of delivery of this Offering Circular or of
any sale of the Notes. Neither the delivery of this Offering Circular nor any sale made hereunder shall
under any circumstances imply that there has not been a change in affairs of the Issuer, the Group or
any of them or that the information set forth herein is correct in all material respects as of any date
subsequent to the date hereof. None of the Joint Lead Managers, the Trustee or the Agents or any of
their respective directors, officers, employees, agents, advisers, representatives or affiliates undertakes to
review the financial condition and affairs of the Issuer following the date of this Offering Circular nor to
advise any investor or potential investor in the Notes of any information coming to the attention of the
Joint Lead Managers, the Trustee or the Agents or any of their respective directors, officers, employees,
agents, advisers, representatives or affiliates.

This Offering Circular is highly confidential and has been prepared by the Issuer solely for use in
connection with the proposed offering of the Notes described in this Offering Circular.

This Offering Circular is intended solely for use in connection with the proposed offering of the Notes,
and does not purport to summarise all of the terms, conditions, covenants and other provisions contained
in the Trust Deed or other transaction documents described herein. The information provided is not all-
inclusive.

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

Market data and certain industry forecast and statistics in this Offering Circular have been obtained from
both public and private sources, including market research, publicly available information and industry
publications. Although this information is believed to be reliable, it has not been independently verified
by the Issuer, the Joint Lead Managers, the Trustee, the Agents or their respective affiliates, advisers,
directors, employees, agents and representatives and neither the Issuer, the Joint Lead Managers, the
Trustee, the Agents nor their respective affiliates, advisers, directors, employees, agents and
representatives 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.

None of the Issuer and the Joint Lead Managers is making an offer to sell the Notes in any jurisdiction
except where an offer or sale is permitted. The distribution of this Offering Circular and the offering of
the Notes may in certain jurisdictions be restricted by law. None of the Issuer and the Joint Lead
Managers represents that this Offering Circular may be lawfully distributed, or that the Notes 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 or the
Joint Lead Managers which is intended to permit a public offering of the Notes or the distribution of
this Offering Circular in any jurisdiction where action for that purpose is required. Accordingly, no
Notes may be offered or sold, directly or indirectly, and neither this Offering Circular nor any
advertisement or other offering material may be distributed or published in any jurisdiction, except
under circumstances that will result in compliance with any applicable laws and regulations. Persons
into whose possession this Offering Circular comes are required by the Issuer and the Joint Lead
Managers to inform themselves about and to observe any such restrictions.

Each prospective purchaser of the Notes must comply with all applicable laws and regulations in force
in any jurisdiction in which it purchases, offers or sells the Notes 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 and the Joint Lead Managers shall have any responsibility therefor.

The Notes 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.
Investors should be aware that they 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 by the Joint Lead Managers, the Trustee or
the Agents or any of their respective affiliates, advisers, directors, officers, employees, agents or
representatives as to the accuracy or completeness of the information set forth herein and investors
should not rely on anything contained in this Offering Circular as a promise or representation by the
Joint Lead Managers, the Trustee or the Agents or any of their respective affiliates, advisers, directors,
officers, employees, agents or representatives. The Joint Lead Managers, the Trustee, the Agents and
their respective affiliates, advisers, directors, employees, agents and representatives have not
independently verified the information contained herein (financial, legal or otherwise) and, to the fullest
extent permitted by law, assume no responsibility for the contents, accuracy or completeness of any such
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information or for any other statement, made or purported to be made by the Joint Lead Managers or on
their behalf in connection with the Issuer or the issue and offering of the Notes. Each of the Joint Lead
Managers, the Trustee, the Agents and their respective affiliates, advisers, directors, employees, agents
and representatives accordingly disclaims all and any liability whether arising in tort or contract or
otherwise which they might otherwise have in respect of this information memorandum or any such
statement.

Each person receiving this Offering Circular acknowledges that: (a) such person has not relied on the
Joint Lead Managers, the Trustee or the Agents or any of their respective affiliates, advisers, directors,
officers, employees, agents or representatives in connection with any investigation of the accuracy or
completeness of such information or its investment decision; and (b) no person has been authorised to
give any information or to make any representation concerning the Issuer and its affiliates, the Group
and the Notes (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 Joint Lead
Managers, the Trustee or the Agents or any of their respective directors, officers, employees, agents,
advisers, representatives or affiliates.

Neither this Offering Circular nor any other information supplied in connection with the offering of the
Notes (a) is intended to provide the basis of any credit or other evaluation or (b) should be considered
as a recommendation by the Issuer, the Joint Lead Managers, the Trustee or the Agents that any
recipient of this Offering Circular, or any other information supplied in connection with the offering of
the Notes, should purchase the Notes. In making an investment decision, investors must rely on their
own independent examination of the Issuer, the Group and the terms of the offering, including the
merits and risks involved. Prospective investors should not construe anything in this Offering Circular as
legal, business or tax advice. Each prospective investor should determine for itself the relevance of the
information contained in this Offering Circular and consult its own legal, business and tax advisors as
needed to make its investment decision and determine whether it is legally able to purchase the Notes
under applicable laws or regulations, in making an investment decision, investors must rely on their own
examination of the Issuer and the terms of the offering, including the merits and risks involved.

None of the Issuer, the Joint Lead Managers, the Trustee, the Agents, or any of their respective
affiliates, advisers, directors, officers, employees, agents or representatives is or are making any
representation to investors regarding the legality of an investment in the Notes by them under any legal,
investment or similar laws or regulations. Investors should not consider any information in this Offering
Circular to be legal, business or tax advice. Investors should consult their own attorney, business adviser
and tax adviser for legal, business and tax advice regarding an investment in the Notes. See “Risk
Factors” for a discussion of certain factors to be considered in connection with an investment in the
Notes.

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

Prospective investors should not construe anything in this Offering Circular as legal, business or tax
advice. Each prospective investor should determine for itself the relevance of the information contained
in this Offering Circular and consult its own legal, business and tax advisers as needed to make its
investment decision and determine whether it is legally able to purchase the Notes under applicable laws
or regulations.
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The contents of this Offering Circular have not been reviewed by any regulatory authority in any
jurisdiction. You are advised to exercise caution in relation to the offering of the Notes. If you are in
any doubt about any of the contents of this Offering Circular, you should obtain independent
professional advice.



CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

This Offering Circular has been prepared using a number of conventions, which investors should
consider when reading the information contained herein. When using the terms the “Issuer”, the
“Company”’, the “Group” and words of similar import, Huzhou Moganshan High-tech Group Co.,
Ltd. GEINEEF LU & H £ B A BR /A F]) itself, is being referred to, or to Huzhou Moganshan High-tech
Group Co., Ltd. and its consolidated subsidiaries, as the context requires.

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

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

This Offering Circular contains translations of certain Renminbi amounts and Hong Kong dollars
amounts into U.S. dollars at specified rates solely for the convenience of the reader. Unless indicated
otherwise, all translations from Renminbi into U.S. dollars in this Offering Circular were made at the
rate of RMB6.5250 to U.S.$1.00, based on the noon buying rate as set forth in the H.10 statistical
release of the US Federal Reserve Board (the “Noon Buying Rate”) on 31 December 2020. No
representation is made that the U.S. dollars, HK dollars or Renminbi amounts referred to in this Offering
Circular could have been or could be converted into Renminbi, U.S. dollars or HK dollars, as the case
may be, at any particular rate or at all. For further information relating to exchange rates, see “Exchange
Rate Information” .

References to “PRC” and “China” are to the People’s Republic of China and, for the purposes of this
Offering Circular, except where the context otherwise requires, do not include Hong Kong, the Macau
Special Administrative Region of the PRC (“Macau”) or Taiwan. “PRC government” or the “State”
means the central government of the PRC, including all political subdivisions (including provincial,
municipal and other regional or local governmental entities) and instrumentalities thereof, or, where the
context requires, any of them.

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

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

. “CBIRC” are to China Banking and Insurance Regulatory Commission;

. “Deqing County Government” are to the People’s Government of Deqing County ({875 A R
JiF):

. “Deqing NRPB” are to Deqing County Natural Resources and Planning Bureau ({75 % H A& IR
F#H#EJF, formerly known as the Land and Resources Bureau of Deqing County (1% 4[5 + & I

f));
. “GDP” are to gross domestic product;

. “GFA” are to gross floor area;
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. “MHTZ” are to the Mogan Mountain of Huzhou Hi-tech Industry Development Zone ({#}H &+
LU SR B ity E R B A 1)

. “MHTZ Management Committee” are to the Mogan Mountain of Huzhou Hi-tech Industry
Development Zone Management Committee (N T L E#i i EEHBEEHEZES);

. “MOF” are to the Ministry of Finance of the PRC;
. “MOFCOM?” are to the Ministry of Commerce of the PRC or its competent local counterpart;
. “MOHURD” are to the Ministry of Housing and Urban-Rural Development of the PRC (formerly

Ministry of Construction of the PRC, the “MOC”);

. “mu” are to a standard unit of area for land in China. 1 mu=0.6666 hectares or 0.1647 acres;
. “NDRC” are to the National Development and Reform Commission of the PRC or its local
counterparts;

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

. “PRC government” are to the central government 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;

. “SAFE” are to the State Administration of Foreign Exchange of the PRC or its local counterparts;
o “SAT” are to the State Administration of Taxation of the PRC;

. “sq.km.” are to square kilometres;

. “sq.m.” are to square metres;

J “State Council” are to the State Council of the PRC; and

. “VAT” are to value-added tax.

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 purpose
only. In the event of any inconsistency, the Chinese name prevails.
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PRESENTATION OF FINANCIAL INFORMATION

This Offering Circular contains the Issuer’s consolidated financial information as at and for the years
ended 31 December 2018, 2019 and 2020. The Issuer’s consolidated financial information as at and for
the years ended 31 December 2018, 2019 and 2020 has been extracted from the Issuer’s audited
consolidated financial statements as at and for the years ended 31 December 2018, 2019 and 2020
(together, the “Audited Financial Statements) included elsewhere in this Offering Circular. RSM
China CPA LLP (A &AM EHAT (L E S5 )) (“RSM China”), the independent auditor of the
Group, has audited the Audited Financial Statements.

The Audited Financial Statements were prepared and presented in accordance with the Accounting
Standards for Business Enterprises in China (“PRC GAAP”). PRC GAAP differs in certain respects
from International Financial Reporting Standards (“IFRS”). See “Summary of Certain Differences
Between PRC GAAP and IFRS”.
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FORWARD-LOOKING STATEMENTS

The Issuer has made certain forward-looking statements in this Offering Circular regarding, among other
things, the Group’s financial conditions, future expansion plans and business strategy. These forward-
looking statements are based on the Group’s current expectations about future events. Although the
Issuer believes 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;

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

. the Group’s financial condition and performance;

. the availability and costs 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.

The words “aim”, ‘“anticipate”, “assume”, ‘“believe”, ‘“‘contemplate”, ‘“continue”, ‘“estimate”,
“expect”, “future”, ‘“goal”, “intend”, “may”’, ‘“objective”, ‘“plan”, “predict”, ‘‘positioned”,
“project”, “risk”, “seek to”, “shall”, “should”, “will likely result”, “will pursue” and similar

expressions are intended to identify a number of these forward-looking statements. In particular, the
statements under the headings “Risk Factors” and “Description of the Group” regarding the Group’s
financial condition and other future events or prospects are forward-looking statements. The Issuer
undertakes no obligation to update or revise any forward-looking statements whether as a result of new
information, future events or otherwise. In light of these risks, uncertainties and assumptions, the
forward-looking events discussed in this Offering Circular might not occur and the Issuer’s or the
Group’s actual results could differ materially from those anticipated in these forward- looking
statements. Accordingly, investors are cautioned not to place undue reliance on 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 as at the date of this Offering Circular. The Issuer
expressly disclaims any obligation or undertaking to release publicly any updates or revisions to any
forward-looking statement contained herein to reflect any change in their expectations with regard
thereto or any change of events, conditions or circumstances, on which any such statement was based.
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SUMMARY

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

OVERVIEW

The Group is the sole infrastructure construction and state-owned capital operation platform in the
MHTZ, which was established by the MHTZ Management Committee to integrate regional state-owned
resources as a regional investment and financing platform, and is a core platform designated by the
MHTZ Management Committee to implement its infrastructure construction and state-owned asset
management plans. Leveraging strong government support, the Group has played an important role in
furthering the social and economic development of MHTZ by undertaking and completing a number of
strategically important infrastructure projects in MHTZ. As at the date of this Offering Circular, the
Company is directly and wholly owned by the MHTZ Management Committee, which is a government
organ of the Huzhou Municipal People’s Government and share the same working staff and management
team with the Deqing County Government.

The Group primarily conducts its business within the MHTZ, a national-level high-tech industry
development zone with a total planned area of approximately 6.65 sq.km. in Deqing County. The
Deqing County is located in Huzhou City, Zhejiang Province. Located in the interior of the Yangtze
River Delta and abutting on Tai Lake (Ki#l), the Deging County is well connected to neighbouring
major cities such as Shanghai and Hangzhou, and thus serves as an important transportation hub of
Huzhou. The MHTZ, formerly known as Deqing Economic Development Zone (fEi5 487 B #5 (& ), was
established with the approval of Zhejiang Provincial Government (#7L& A REUF) in June 2010. With
a friendly environment for technology and innovation businesses, the MHTZ has attracted a large
number of enterprises to set up facilities, branches or offices. The Deqing County and the MHTZ have
achieved a rapid economic and societal growth in recent years, which has provided opportunities and
needs for the development of infrastructure and supporting facilities in MHTZ and in turn driven the
growth of the Group’s business.

The Group has a diversified business portfolio and is primarily engaged in land development,
infrastructure construction, industrial park development and materials trading businesses. The Group’s
primary businesses are as follows:

. Land Development. The Group is a key entity designated by the Deqing County Government and
the Deqing NRPB to undertake land development projects in MHTZ, which generally involves land
levelling and construction of supporting facilities. For the years ended 31 December 2018, 2019
and 2020, the Group had developed and transferred 917.9 mu, 731.8 mu and 811.0 mu of land,
respectively, with a total investment amount of approximately RMB295.6 million, RMB209.7
million and RMB284.7 million, respectively. As at 31 December 2020, the Group had
approximately 18,101.0 mu of developed land which had not been transferred. For the years ended
31 December 2018, 2019 and 2020, operating income generated from the Group’s land
development business was approximately RMB379.1 million, RMB273.4 million and RMB360.6
million, respectively, representing 38.1 per cent., 12.7 per cent. and 18.1 per cent., respectively, of
the Group’s total operating income for the same years.

. Infrastructure Construction. As a key municipal infrastructure construction and operation entity in
MHTZ designated by the MHTZ Management Committee and other local government agencies, the
Group has undertaken a number of infrastructure construction projects within Deqing County. For
the years ended 31 December 2018, 2019 and 2020, operating income generated from the Group’s




infrastructure construction business was nil, RMB40.6 million and RMB309.1 million,
respectively, representing nil, 1.9 per cent. and 15.5 per cent., respectively, of the Group’s total
operating income for the same years.

. Industrial Park Development. The Group develops and leases or sells commercial properties in
industrial parks in Deqing County. As at 31 December 2020, the Group had developed properties
with a total GFA of approximately 632,263.9 sq.m. For the years ended 2018, 2019 and 2020,
operating income generated from the Group’s industrial park development business was
approximately RMB46.4 million, RMB5.8 million and RMB139.2 million, respectively,
representing 4.7 per cent., 0.3 per cent. and 7.0 per cent., respectively of the Group’s total
operating income for the same years.

. Materials Trading. The Group’s materials trading business mainly involves the procurement and
sale of electrolytic copper, aluminium ingots, electronic parts, refined plastic pellets and raw coal.
For the years ended 31 December 2018, 2019 and 2020, operating income generated from the
Group’s materials trading business was approximately RMB527.0 million, RMB1,718.5 million and
RMB1,052.6 million, respectively, representing 52.9 per cent., 80.0 per cent. and 52.9 per cent.,
respectively, of the Group’s total operating income for the same years.

. Other Business. The Group also engages in other business, such as property leasing, property
management and affordable house development. For the years ended 31 December 2018, 2019 and
2020, operating income generated from the Group’s other business was approximately RMB43.1
million, RMB109.2 million and RMB128.7 million, respectively, representing 4.3 per cent., 5.1
per cent. and 6.5 per cent., of the Group’s total operating income for the same years.

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

For the years ended 31 December

2018 2019 2020

Amount Amount Amount

(RMB in (RMB in (RMB in

millions) % of total millions) % of total millions) % of total
Land development . . .. .................. 379.1 38.1 273.4 12.7 360.6 18.1
Infrastructure construction™ . . . ... ... ... .. .. - - 40.6 1.9 309.1 15.5
Industrial park development . .. ............. 46.4 4.7 5.8 0.3 139.2 7.0
Materials trading . . .. ......... . ......... 527.0 52.9 1,718.5 80.0 1,052.6 52.9
Other business . . ... ... ... ... 43.1 43 109.2 5.1 128.7 6.5
Total operating income . ................. 995.6 100.0 2,147.6 100.0 1,990.2 100.0

Notes:

(1) The Group did not recognise operating income from infrastructure construction business in 2018 as no infrastructure
construction project was transferred during the year of 2018.

(2) Primarily includes property leasing, property management and affordable house development and gains from disposal of
investment properties.

For the years ended 31 December 2018, 2019 and 2020, the total operating income from the Group’s
business operation was RMB995.6 million, RMB2,147.6 million and RMB1,990.2 million, respectively.
As at 31 December 2018, 2019 and 2020, the total assets of the Group were RMB36,457.7 million,
RMB47,341.6 million and RMB56,806.6 million, respectively.

COMPETITIVE STRENGTHS

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

. Strong growth potential benefiting from local economic growth;




. Leading municipal development entity serving local government development strategies;

. Strong support from local governments;
. Sufficient capital from diversified channels; and
. Sound corporate governance structure and experienced senior management team.

BUSINESS STRATEGIES
The Group intends to focus on the following business strategies:
. Continue to grow its core businesses; and

. Continue to enhance its corporate governance and internal control.




THE OFFERING

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

Issuer . . ............ Huzhou Moganshan High-tech Group Co., Ltd. G#WNE T L EHEEE
FRZAFD.

Issue............... U.S.$210,000,000 aggregate principal amount of 3.50 per cent. Notes due
2024.

Issue Price. . . ... ... .. 100.0 per cent.

Form and Denomination. The Notes will be issued in registered form in the denomination of
U.S.$200,000 each and integral multiples of U.S.$1,000 in excess thereof.

Interest and Interest The Notes will bear interest on their outstanding principal amount from
Payment Dates . . . . . . and including 23 July 2021 at the rate of 3.50 per cent. per annum,
payable semi-annually in arrear in equal instalments on 23 January and 23

July in each year.

Issue Date . . . .. ...... 23 July 2021.
Maturity Date . . . ... .. 23 July 2024.
Status of the Notes. . . .. The Notes shall constitute direct, unconditional, unsubordinated and

(subject to Condition 4.1 of the Terms and Conditions of the Notes)
unsecured obligations of the Issuer and (subject as stated above) rank and
will rank pari passu, without any preference among themselves, with all
other outstanding unsecured and unsubordinated obligations of the Issuer,
present and future, but, in the event of insolvency, only to the extent
permitted by applicable laws relating to creditors’ rights.

Negative Pledge . . . . . .. The Notes contain a negative pledge provision as further described in
Condition 4.1 of the Terms and Conditions of the Notes.

Events of Default. . . . .. The Notes contain certain events of default provisions as further described
in Condition 10 of the Terms and Conditions of the Notes.

Taxation . . ... ....... All payments of principal, premium (if any) and interest by or on behalf
of the Issuer shall be made free and clear of, and without withholding or
deduction for, or on account of, any present or future taxes, duties,
assessments or governmental charges of whatever nature (“Taxes”)
imposed, levied, collected, withheld or assessed by or on behalf of any of
the Relevant Jurisdictions (as defined in the Terms and Conditions of the
Notes), unless the withholding or deduction of the Taxes is required by
law, as further described in Condition 8 of the Terms and Conditions of
the Notes. In such event, the Issuer shall, subject to the limited exceptions
specified in the Terms and Conditions of the Notes, pay such additional
amounts as may be necessary in order that the net amounts received by
Noteholders after such withholding or deduction shall equal the respective
amounts which would have been receivable in respect of the Notes in the
absence of the withholding or deduction.




Final Redemption. . . . . .

Redemption for Taxation
Reasons . ... .......

Redemption for Change
of Control or No
Registration Event . . .

Further Issues . . . ... ..

Clearing Systems . . . . ..

Governing Law . . ... ..
Jurisdiction . . . .. ... ..
Trustee . .. ..........

Principal Paying Agent,
Registrar and Transfer

Unless previously redeemed or purchased and cancelled as provided for in
the Terms and Conditions of the Notes, the Notes will be redeemed at
their principal amount on the Maturity Date.

The Notes may be redeemed at the option of the Issuer in whole, but not
in part, at their principal amount together with unpaid interest accrued up
to but excluding the date of redemption, at any time on giving not less
than 30 nor more than 60 days’ notice to the Noteholders in accordance
with Condition 13 of the Terms and Conditions of the Notes (which
notice shall be irrevocable) in the event of certain changes affecting taxes
of a Relevant Jurisdiction (as defined in the Terms and Conditions of the
Notes), as further described in Condition 7.2 of the Terms and Conditions
of the Notes.

At any time following the occurrence of a Change of Control or No
Registration Event, the holder of each Note will have the right at such
holder’s option to require the Issuer to redeem all, but not some only, of
that holder’s Notes at 101 per cent. (in the case of a redemption of a
Change of Control) or 100 per cent. (in the case of a redemption for a No
Registration Event) of their principal amount together with accrued and
unpaid interest up to but excluding the Put Settlement Date, as further
described in Condition 7.3 of the Terms and Conditions of the Notes.

The Issuer is at liberty from time to time without the consent of the
Noteholders to create and issue further notes ranking pari passu in all
respects (or in all respects save for their issue date and the dates of the
first payment of interest thereon, the NDRC Post-issue Filing and the
SAFE Registration) and so that the same shall be consolidated and form a
single series with the Notes, as further described in Condition 16 of the
Terms and Conditions of the Notes.

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

English law.
Exclusive jurisdiction of the Hong Kong courts.
The Hongkong and Shanghai Banking Corporation Limited.

The Hongkong and Shanghai Banking Corporation Limited.




Listing . ............ Application will be made to the Hong Kong Stock Exchange for the
listing of, and permission to deal in, the Notes by way of debt issues to
Professional Investors only and such permission is expected to become
effective on or about 26 July 2021. A confirmation of the eligibility for
the listing of the Notes has been received from the Hong Kong Stock

Exchange.
Use of Proceeds . . . . . .. See the section entitled “Use of Proceeds™.
ISIN of the Notes. . . . .. XS2348679387.
Common Code of the
Notes............. 234867938.
Legal Entity Identifier of
the Issuer. ......... 655600UIE6ET2H22QE27.




SUMMARY FINANCIAL INFORMATION OF THE GROUP

The following tables set forth the summary consolidated financial information of the Issuer as at and for
the periods indicated.

The summary audited consolidated financial information of the Issuer as at and for the years ended 31
December 2018, 2019 and 2020 set forth below, is derived from the Group’s Audited Financial
Statements, which are included elsewhere in this Offering Circular.

None of the Joint Lead Managers, the Trustee or the Agents or any of their respective affiliates,
advisers, directors, officers, employees, agents or representatives makes any representation or warranty,
express or implied, regarding the accuracy, completeness or sufficiency of such audited consolidated
financial statements. None of the Joint Lead Managers, the Trustee or the Agents or any of their
respective affiliates, advisers, directors, officers, employees, agents or representatives has independently
verified any of the information contained therein nor can give assurance that such information is
accurate, truthful or complete.

The information set out below should be read in conjunction with, and is qualified in its entirety by
reference to, the Audited Financial Statements and the notes thereto included elsewhere in this Offering
Circular. Historical results of the Group are not necessarily indicative of results that may be achieved
for any future period. Potential investors must exercise caution when using such data to evaluate the
Group’s financial condition and results of operations.

The Issuer’s Audited Financial Statements were prepared in accordance with the PRC GAAP and have
been audited by RSM China, the independent auditor of the Group.

PRC GAAP differs in certain material respects from the IFRS. For a discussion of certain differences
between PRC GAAP and IFRS, please see the section entitled “Summary of Certain Differences between
PRC GAAP and IFRS”.




SUMMARY CONSOLIDATED BALANCE SHEET DATA

Items:

Current asset:

Cash and cash equivalents .. .................
Financial assets at fair value through profit or loss. . .
Notes receivable . .. ... ... ... ... .. ... . ...
Accounts receivable. . .. ... ... L L
Prepayments. ... ...... .. ... .. ... . . .
Other receivables. . . .. ........ ... .. ... . ...
Inventories . . . ...... .. ... ...
Other current assets . . . . . . ... oo v v i it

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

Non-current assets:

Available-for-sale financial assets . ... ..........
Long-term receivables . . ... .................
Long-term equity investments . . .. .............
Investment properties. . . . .. .................
Property, plant and equipment. . . .. ............
Construction in progress. . . . .. .. ..ovvu e ...
Intangible assets . ... ... ... . L.
Long-term deferred expenses. . . ... ............
Deferred tax assets . .......................

Total non-current assets. . . ... ..............

Total assets . . . . ... ... ... . ... . . ... . ...

Current liabilities:

Short-term borrowings . . .. ... ... ... . L.
Notes payable. . . .. ... ... ... .. .
Accounts payable .. ....... ... . L.
Advances from customers. ... ................
Employee benefits payable . . .. ...............
Taxes payable. . ... ... .. ... . ...
Other payables . . ......... .. ... ... .. ......
Non-current liabilities maturing within one year. . . . .
Other current liabilities. . . . ..................

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

Non-current liabilities:

Long-term borrowings . . ... .. ...............
Bonds payable .. ........ ... ... . L L.
Long-term payables . . ... ...................
Deferred tax liabilities . . .. ..................
Other non-current liabilities . .. ...............

Total non-current liabilities . ... .............
Total liabilities. . . . .. .....................

Owners’ equity

Paid-in capital. . . ... ... Lo Lo
Capital T€Serves. . . .. ..ot
Other comprehensive income. . . . ..............
Surplus reserves . .. ...
Retained earnings . .. ......................
Total owner’s equity attributable to parent company . .
Non-controlling interests . .. .................
Total owners’ equity . .....................

Total liabilities and owners’ equity . . . ... ... ...

As at 31 December

2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(unaudited)
(in millions)
2,331.2 2,669.3 4,024.4 616.8
0.3 - - -
0.1 0.2 - -
229.7 97.1 257.9 39.5
753.1 463.3 486.8 74.6
12,739.5 8,276.8 8,977.7 1,375.9
18,312.7 27,868.8 30,999.0 4,750.8
176.0 304.4 369.6 56.6
34,542.6 39,680.0 45,115.4 6,914.2
399.3 2,083.5 2,263.0 346.8
27.5 194.3 250.7 38.4
142.0 221.8 560.0 85.8
37.6 3,243.3 3,417.3 523.7
267.3 394.1 491.0 75.2
930.6 1,367.2 1,031.3 158.1
43.1 47.9 3,510.2 538.0
62.3 106.0 162.9 25.0
5.5 3.5 4.8 0.7
1,915.1 7,661.6 11,691.2 1,791.8
36,457.7 47,341.6 56,806.6 8,706.0
1,540.5 2,957.0 2,928.6 448.8
81.8 23.1 40.4 6.2
187.8 833.5 392.0 60.1
439.3 392.1 528.2 80.9
0.1 0.7 0.8 0.1
4.4 10.4 22.4 3.4
1,873.3 1,277.5 1,826.7 280.0
4,734.0 5,088.2 7,979.2 1,222.9
406.6 - - -
9,267.7 10,582.4 13,718.2 2,102.4
12,499.8 15,165.2 10,731.2 1,644.6
- 1,491.1 8,045.0 1,232.9
27.8 31.5 18.6 2.9
- 555.0 573.7 87.9
1,397.4 2,180.3 2,929.2 448.9
13,925.0 19,423.2 22,297.7 3,417.3
23,192.7 30,005.7 36,015.8 5,519.7
10,000.0 10,000.0 10,000.0 1,532.6
603.9 3,026.9 7,414.6 1,136.3
- 1,387.4 1,391.2 213.2
155.6 155.6 155.6 23.8
1,351.5 1,530.9 1,751.5 268.4
12,111.0 16,100.7 20,712.9 3,174.4
1,154.0 1,235.2 77.9 11.9
13,265.0 17,335.9 20,790.8 3,186.3
36,457.7 47,341.6 56,806.6 8,706.0




SUMMARY CONSOLIDATED INCOME STATEMENT DATA

For the year ended 31 December

2018 2019 2020
Items: (RMB) (RMB) (RMB) (US$)
(unaudited)
(in millions)
Revenue. . .. ... ... ... ... . ... ... 995.6 2,147.6 1,990.2 305.0
Costsof sales . . . ... . (925.3) (2,075.5) (1,893.5) (290.2)
Taxes and surcharges. . ... .................. 9.9) (19.1) (29.6) 4.5)
Selling and distribution expenses. . . .. .......... (25.1) (12.3) (9.8) (1.5)
General and administrative expenses . .. ......... (74.7) (115.2) (158.6) (24.3)
Finance costs . . ... ... ... ... ... ... ... (127.4) (177.6) (344.9) (52.9)
Otherincome . .......... ... ... ..., 388.3 433.8 414.8 63.6
Investment income/(losses) . . . ... ... ... 0.9 13.1 178.0 27.3
Gains/(losses) from changes in fair values. . .. ... .. - 0.1 69.7 10.7
Impairment loss of assets . .. ................. (6.4) 5.1 (1.0) 0.2)
Gains/(losses) from disposal of assets. . .. ........ — — — —
Profit/(loss) from operations . . . . ... .......... 216.0 200.0 215.2 33.0
Non-operating income . .. ................... 0.9 24.4 23.3 3.6
Non-operating expenses . . . . . . ... .......o.... (11.2) (2.4) — —
Profit/(loss) before tax . . ... ................ 205.8 222.0 238.5 36.6
Income tax expenses . ...................... 3.4 (1.9) (16.2) (2.5)
Net profit/(loss) for the year . . . . ... .......... 209.2 220.0 222.3 34.1
Attributable to owners of the parent. . ... ........ 213.8 182.4 224.0 34.3
Attributable to non-controlling interests . . ... ... .. (4.6) 37.6 (1.6) 0.2)
SUMMARY CASH FLOW STATEMENT DATA
For the year ended 31 December
2018 2019 2020
(RMB) (RMB) (RMB) (US$)
(unaudited)
(in millions)

Net cash flows from operating activities . . . .. ... .. (1,970.9) (3,383.7) (2,465.7) (377.9)
Net cash flows from investing activities . . . .. ... .. (583.6) (1,505.2) (1,675.2) (256.7)
Net cash flows from financing activities . . . .. ... .. 1,869.1 5,447.1 5,103.7 782.2
Effect of foreign exchange rate changes on cash and

cash equivalents . .. ......... ... .. ....... — — — —
Net increase/(decrease) in cash and

cash equivalents. . . . .................... (685.4) 558.2 962.8 147.5
Cash and cash equivalents at the beginning of the

period . . . ... 1,320.6 635.3 1,193.5 182.9
Cash and cash equivalents

at the end of the period . . ................ 635.3 1,193.5 2,156.2 330.5

OTHER FINANCIAL DATA

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

indicated.

EBITDA™ (RMB in millions). . . . o oo vt oo
Total debt® (RMB in millions). . « o v oot v et e
Total debt®/EBITDA . . ... ...t

As at and for the year ended 31 December

2018 2019 2020
455.7 513.2 1,285.0
20,578.3 26,881.9 32,613.1
45.15 52.38 25.38




Notes:

M

(@)

EBITDA for any period is calculated as net profit for the year plus income tax expenses, interest expenses under financial
expenses, accumulated amount of interest capitalisation, depreciation of property, plant and equipment, amortisation of
intangible assets and amortisation of long-term deferred expenses. 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
Company 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 Company 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.

Total debt consists of short-term borrowings, non-current liabilities maturing within one year, long-term borrowings, bonds
payable and other non-current liabilities.
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RISK FACTORS

An investment in the Notes is subject to a number of risks. Investors should carefully consider all of the
information in this Offering Circular and, in particular, the risks described below, before deciding to
invest in the Notes. The following describes some of the significant risks relating to the Group, the
Group’s business, the market in which the Group operates and the value of Notes. PRC laws and
regulations may differ from the laws and regulations in other countries. Some risks may be unknown to
the Issuer and other risks, currently believed to be immaterial, could in fact be material. Any of these
could materially and adversely affect the business, financial condition, results of operations or
prospects of the Issuer or the Group or the value of the Notes. The Issuer believes that the risk factors
described below represent the principal risks inherent in investing in the Notes, but the ability of the
Issuer to pay interest, principal or other amounts on or in connection with any Notes may be affected by
some factors that may not be considered as significant risks by the Issuer on information currently
available to them or which they are currently unable to anticipate. All of these factors are contingencies
which may or may not occur and the Issuer is not in a position to express a view on the likelihood of
any such contingency occurring. This Offering Circular also contains forward-looking statements that
involve risks and uncertainties. The actual results of the Group could differ materially from those
anticipated in these forward-looking statements as a result of certain factors, including the risks
described below and elsewhere in this Offering Circular.

The Issuer does not represent that the statements below regarding the risk factors of the Group and the
Notes are exhaustive. Prospective investors should also read the detailed information set out elsewhere
in this Offering Circular and reach their own views prior to making any investment decision.

RISKS RELATING TO THE GROUP’S BUSINESSES

The Group’s business, financial condition, results of operations and prospects are heavily dependent
on the level of economic development in Huzhou City, in particular Deqing County, and the PRC.

The Group’s business and assets are highly concentrated in MHTZ within Deqing County of Huzhou
City, Zhejiang Province, focusing mainly on land development, industrial park development, materials
trading, infrastructure construction, property leasing and property management business. 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 Huzhou City, in particular Deqing County,
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. 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
Huzhou City slowed down from 8.6 per cent. to 3.3 per cent. and the annual growth rate of GDP in
Deqing County slowed down from 9.6 per cent. to 2.6 per cent. In particular, the outbreak of the novel
coronavirus disease (“COVID-19”) has adversely affected, and may continue to adversely affect, the
level of economic development in Deqing County, Huzhou 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” .

There is no assurance that the level of economic development in Deqing County and Huzhou City will
continue to grow at the rates seen in previous years. Any further slowdown in the economic
development in Deqing County or Huzhou 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 Deqing County and
Huzhou City.
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The Company is a state-owned enterprise wholly owned by the MHTZ Management Committee, a
government organ of the Huzhou Municipal People’s Government and share the same working staff and
management team with the Deqing County Government. The Group is tasked to implement land
development and infrastructure construction plans of the MHTZ Management Committee and the Deqing
County Government. The Group’s business and prospects are affected by the budget and spending of the
Deqing County Government on such projects. For example, the infrastructure construction business
conducted by the Group is generally relating to infrastructure construction projects commissioned by the
MHTZ Management Committee and other government agencies in Deqing County, where construction
services are provided according to the agreements between the Group and the MHTZ Management
Committee or the relevant government agencies, with the commissions being subject to the approval by
the relevant government agency. There are many factors affecting the amount, timing and priority of the
budget and spending of the MHTZ Management Committee and the Deqing County Government on land
development and infrastructure construction 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, Huzhou City or Deqing
County may adversely affect the fiscal condition and revenue of the Deqing County Government, which
may in turn cause the Deqing County Government to reduce its budget and spending on land
development and infrastructure construction projects. In such case, the Group’s business, financial
condition, results of operations and prospects may be materially and adversely affected.

PRC regulations on the administration of local government debt may have a material adverse 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)([EI7%5 2R 73 058 i 77 B
I EERE E R AR R (E%2[2014]435%) ) (“Circular 43”) released on 21 September 2014, the Circular
on Further Regulating the Debt Financing Activities of Local Governments (Cai Yu [2017] No. 50)([#
TR HE— 20 FEL I T BURF PR E R 1T A 0928 H1 (W 7E[2017]150%%) ) (“*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) (BB PRIl k375 DUBURT i B AR 55 42 7 7 1278 A Al & 1 78 R (B 7 (2017187
%)) (““Circular 87”) issued by the MOF on 28 May 2017, the Notice on the Investment and Financing
Activities Conducted by Financial Institutions for Local Governments and State-owned Enterprises (Cai
Jin [2018] No. 23) (B2 K5 1 <6 il 1 3 350 1 757 BUR I R A (B SE PR AT 2 A BRI RE AV 28 H1 (I <8 [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) (|55 % i 2k 22 B BB B A 522 T 55 4 SR il B s [ &
AIME BB R A 7 {6 75 LB P 3 R (35 2 AR EE (2018170658 ) ) (“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 (30U iR/ EE « BIBSELHE A BE (RAMSREIA REEEA
BLHRIEEE R ))(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) (252 %5 & D55 22 Hi /N B8 BE A S 1 75 B A (B 26 3%
FTHME a5 S 2 B B0 A B B SR B A0 (B O A 1201916665 ) ) (“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”).
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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 Notes and as required by the Debt Control Circulars, neither the MHTZ Management
Committee, the Deqing County Government nor any other PRC governmental entity has any obligation
to repay any amount under the Notes and will not provide a guarantee of any kind for the Notes. The
Notes are solely to be repaid by the Issuer, and the obligations of the Issuer under the Notes or the Trust
Deed shall solely be fulfilled by the Issuer as an independent legal person. The liability of the MHTZ
Management Committee to the Issuer’s indebtedness is limited to its equity contribution to the Issuer. If
the Issuer does not fulfil its obligations under the Notes or the Trust Deed, the Noteholders will only
have recourse against the Issuer and not the MHTZ Management Committee, the Deqing County
Government 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.

MHTZ Management Committee and the Deqing County Government can exert significant influence
over the Group, and may not act in the best interests of the Group.

The Company is wholly owned and controlled by the MHTZ Management Committee, a government
organ of the Huzhou Municipal People’s Government and share the same working staff and management
team with the Deqing County Government. MHTZ Management Committee participates in and closely
monitors the Group’s decision-making process for key projects, reviews the Group’s development
strategies and investment plans, and appoints, and conducts annual appraisals on, the directors and
supervisors of the Company. Because of the involvement of the MHTZ Management Committee in the
affairs of the Group, the 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, MHTZ Management Committee and the Deqing County Government 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 MHTZ
Management Committee and the Deqing County Government would always make decisions in the
Group’s best interests or with the aim of maximising the Group’s profits. For example, MHTZ
Management Committee may influence the Group’s business and strategies in a manner beneficial to
MHTZ as a whole but not necessarily in the Group’s best interests. The Deqing County 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.
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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 wholly owned by the MHTZ Management Committee, the Group regularly
receives financial supports and preferential treatments from the MHTZ Management Committee and the
Deqing County 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
2018, 2019 and 2020, the government grant received by the Group amounted to RMB388.3 million,
RMB433.8 million and RMB414.8 million, respectively. There is no assurance that the MHTZ
Management Committee or the Deqing County 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. In addition, the controlling relationship between the MHTZ
Management Committee and the Group does not necessarily correlate to, or provide any assurance as to
the Group’s financial conditions. See also *
obligations under the Notes or the Trust Deed” .

‘— Risks Relating to the Notes — The PRC government has no

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
2020, the Group’s total indebtedness (comprising short-term borrowings, non-current liabilities due
within one year, long-term borrowings, bonds payable and other non-current liabilities) amounted to
RMB32,613.1 million, representing 57.4 per cent. of the Group’s total assets as at the same date, of
which RMB10,907.8 million would become due within 12 months. In addition, as at 31 December 2020,
the total current liabilities of the Group amounted to RMB13,718.2 million, accounting for 38.1
per cent. of the Group’s total liabilities, and the Group’s liability-to-asset ratio was 63.4 per cent.

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 number 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. For the years ended 31 December 2018, 2019 and 2020, the Group’s interest expense
amounted to RMB206.0 million, RMB223.5 million and RMB896.7 million, respectively. 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.
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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. As at 31 December 2020, the
Group’s restricted assets amounted to RMB8,034.4 million, representing 14.1 per cent. of its total assets.
If the Company 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.

The Company may face risks relating to its joint ventures.

The Company may conduct some of its business through joint ventures which it does not control or
shares control (in whole or in part) with its joint venture partners. Cooperation and agreement between
the Group and its joint venture partners is an important factor for the smooth operation and financial
success of such joint ventures. There is no assurance that the Group will always be able to reach
consensus with its joint venture partners regarding the operation of the relevant joint ventures. In
addition, the Group’s joint venture partners may (i) have economic or business interests or goals that are
inconsistent with those of the Group; (ii) be unable or unwilling to fulfil their obligations under the
relevant joint venture or other agreements; or (iii) experience financial or other difficulties. Furthermore,
the Group may not be able to control the decision-making process of its joint ventures, and may only
have the ability to influence certain material decisions through contractual provisions or representatives.
Also, some joint venture agreements between the Group and its joint venture partners contain
restrictions on its ability to transfer its interests to third parties without prior consent from the remaining
partners who may exercise pre-emptive rights, veto rights or other similar rights. In addition, there can
be no assurance that any of these joint venture partners will not terminate their relationships with the
Group in the future. Any of the factors above may adversely affect the business, financial condition,
results of operations and prospects of the Group.

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 recent 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. See also “— Risks Relating to the PRC —
China has experienced a slowdown in its economic development and the future performance of China’s
economy is uncertain.”

In addition, the administrative actions taken by local governments in the PRC to control the spread of
COVID-19 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 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 Deqing County of Huzhou City,
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and any labour shortages, or slowdown in the growth of domestic consumption in Deqing County,
Huzhou City or the PRC in general could materially and adversely affect the business, results of
operations, financial condition and prospects of the Group.

As of 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. 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, 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 2018, 2019 and 2020, the Group made capital expenditures of RMB523.7 million,
RMB485.5 million and RMB750.3 million, 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 2018, 2019 and 2020, the
Group experienced net cash outflow from operating activities, and there is no assurance whether this
will occur again in the future, and 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 also *
experienced net cash outflow from operating activities” .

— The Group has historically

Insufficient cash flow generated from the Group’s operating activities will increase the Group’s reliance
on external financing. As at 31 December 2020, the Group had total credit facilities of approximately
RMB21.2 billion, of which approximately RMBS5.2 billion had not been 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.
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The Group has historically experienced net cash outflow from operating activities.

For the years ended 31 December 2018, 2019 and 2020, the Group recorded net cash outflow from
operating activities with the amounts of approximately RMB1,970.9 million, RMB3,383.7 million and
RMB2,465.7 million, respectively. The Group’s net cash outflow from operating activities was largely
attributable to 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.

Most of the Group’s businesses are operated in a single geographical region.

Substantially all of the Group’s current and anticipated businesses are operated in Deqing County of
Huzhou City. Any material region-wide adverse event may negatively impact the demand for projects
conducted or services provided by the Group in Deqing County and Huzhou 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 infrastructure construction and real estate 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.

The Group faces risks associated with contracting with public bodies.

As an entity engaging in land development and infrastructure construction businesses in MHTZ, a
substantial part of the Group’s business activities are conducted with various governmental authorities
and their controlled entities in Deqing County. A large portion of the Group’s cash flow is generated
from payments by relevant governmental authorities, such as the Deqing County Government and the
MHTZ Management Committee. 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.

Significant other receivable may affect the Group’s liquidity and restrict the Group’s business
activities.

As at 31 December 2018, 2019 and 2020, the Group’s other receivables amounted to RMB12,739.5
million, RMB8,276.8 million and RMBS§,977.7 million, respectively, representing 34.9 per cent., 17.5
per cent. and 15.8 per cent., respectively, of the Group’s total assets. These other receivables are mainly
outstanding amounts owed to the Group by the MHTZ Management Committee and other enterprises. In
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accordance with the Group’s accounting policies, the Group makes provisions for overdue receivables as
a reserve against the future recognition of certain such receivable as bad debt. As at 31 December 2020,
the Group’s provisions for its other receivables amounted to RMB18.5 million.

There are inherent risks associated with ability and willingness of the Group’s counterparties with
respect to these other receivables to make timely payments, and their failure to make timely payments
could materially and adversely affect the Group’s liquidity and in turn affect its business, financial
condition or results of operations.

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

The Group’s operating revenue 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 revenue and results of operations may fluctuate significantly from period to period.
For example, operating revenue generated from the Group’s infrastructure construction business was
RMB309.1 million in 2020, representing a significant increase as compared to RMB40.6 million in 2019
and nil in 2018, and this was primarily due to increasing number of infrastructure construction projects
completed and transferred each year. In addition, operating income generated from the Group’s industrial
park development business decreased from RMB46.4 million in 2018 to RMB5.8 million in 2019 and
then increased to RMB139.2 million in 2020, primarily because certain of the developed properties are
sold subsequent to the land use certificates of which were gradually changed to property ownership
certificates during the second half of 2019 to the end of 2020. There is no assurance that the Group’s
operating revenue and results of operations will not fluctuate significantly in the future. The Group’s
operating revenue 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.

The Group’s business operations may be negatively affected by the guarantees it provides to third
parties.

The Group provides guarantees to third parties from time to time during its business operations. As at
31 December 2020, the Group’s outstanding guarantees to third-parties amounted to RMB4,909.5
million, which primarily consists of guarantees provided in favour of state-owned companies in Deqing
County. If any of these third-parties benefiting from the guarantees provided by the Group defaults on
the borrowings guaranteed by the Group, the lender may enforce such guarantees and demand payment
from the Group. In any such case, the Group’s business, financial condition and results of operations
may be materially and adversely affected.

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 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 Company 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 Company’s ability to satisfy its obligations under the Notes and other debt.
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If the Company 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 Company 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 Company or its subsidiaries may contain cross-acceleration or
cross-default provisions. As a result, a default by the Company 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 Notes, or result in a default under these
debt. If any of these events occurs, there is no assurance that the Company 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
Company or its subsidiaries would be sufficient to repay all of their respective debts in full as they
become due or accelerated, or that the Company or its subsidiaries would be able to secure alternative
financing on terms that are acceptable to the Company 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 is exposed to risks in relation to the inventories it maintains.

As at 31 December 2018, 2019 and 2020, the Group’s inventories amounted to RMBI18.3 billion,
RMB27.9 billion, and RMB31.0 billion, respectively, representing 50.2 per cent., 58.9 per cent. and
54.6 per cent. of the Group’s total assets, respectively. The Group’s inventories comprise primarily of
developed projects and land parcels recognised at cost. 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 infrastructure construction 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 and real property 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
Notes, which in turn could materially and adversely affect the Group’s business, financial condition,
results of operations and prospects.

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 Company has a number of subsidiaries operating in different industries. Through these subsidiaries,
the Group engages in land development, industrial park development, materials trading, infrastructure
construction, property leasing, property management and other business operations. 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 Company’s reliance on its subsidiaries, it is critical to ensure that the Company’s
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subsidiaries have sufficient working capital for their operations. The capital contributions by the
Company or other members of the Group to some major subsidiaries of the Company 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 Company’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 Company provides direct funding, guarantees and other support to certain of its subsidiaries. If the
Company’s subsidiary defaults on any borrowings lent or guaranteed by the Company, the Company will
not receive the repayment as planned or the relevant lender may exercise its right under the guarantee to
demand repayment from the Company. The occurrence of either of these events may result in a funding
shortage at the Company level and may materially and adversely affect the Company’s ability to provide
financial support to its other subsidiaries. If the Company’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 land development and infrastructure and property
construction, 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. As at the date of this Offering Circular, the Group has not obtained
certain of the permits, certificates, licences or approvals from government authorities for some of the
Group’s construction projects. 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 fulfiled, 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 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’s results of operations may be susceptible to material fluctuations of interest rates.

The Group has substantial indebtedness outstanding. As at 31 December 2020, the Group’s total
indebtedness (comprising short-term borrowings, non-current liabilities due within one year, long-term
borrowings, bonds payable and other non-current liabilities) amounted to RMB32,613.1 million,
representing 57.4 per cent. of the Group’s total assets as at the same date, of which RMB10,907.8
million would become due within 12 months. The PRC government has historically adjusted interest
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rates from time to time as implementation of the PRC government’s economic and monetary policies.
Starting August 2019, the National Interbank Funding Center ( 2 [E#R17 & [FZE 4R {8 HL)) is authorised
by PBOC to publish loan prime rates (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 of 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.

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 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 infrastructure construction business,
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 infrastructure construction 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. As at the date of this Offering Circular, the Group has not experienced any
significant delay in payments by local governments in accordance with the agreed payment terms in
relation to the infrastructure construction business. However, 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 operating activities, such as land development business,
industrial park development business and infrastructure construction business. The Group generally
selects independent contractors through public bidding and 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
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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 practices 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.

The Group’s industrial park development business may be dependent on the performance of the
property market.

The Group develops and leases or sells commercial properties in industrial parks in Deqing County. The
Group’s industrial park development business may be dependent on the performance of the property
market in the PRC, in Deqing County in particular. The property market in the PRC and in Deqing
County may be affected by local, regional, national and global factors, including economic and financial
condition, speculative activities in local markets, demand for and supply of properties, investor
confidence, availability of alternative investment choices for property buyers, inflation, government
policies, interest rates and availability of capital. In particular, the PRC property market has been
affected by the recent slowdown in China’s economic growth. There have been increasing concerns over
the sustainability of the real estate market growth in the PRC. Factors such as decrease in available
funds and investor confidence may influence demand for the properties the Group developed. Any
downturn in the property market in the PRC generally or in Deqing County may materially and
adversely affect the Group’s business, financial condition and results of operations.

The PRC government has in recent years promulgated various control measures aimed at cooling the
property sector and may adopt further measures to regulate this sector. See also “— The PRC
Government may adopt measures aimed at slowing down growth in the real estate sector”. There can be
no assurance that such measures will not have a negative impact on the Group’s business or that the
demand for new properties in regions where the Group has or will have operations will continue to grow
in the future or that there will not be over-development or market downturn in the PRC property sector.

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 infrastructure construction or industrial park
development 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.
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The PRC Government may adopt measures aimed at slowing down growth in the real estate sector.

Since 2005, the PRC Government has from time to time introduced various measures to curtail real
estate speculation in response to concerns over, among other things, the increases in property
investments and real estate price and the overheating of the real estate market. For example, according
to the Notice of the General Office of the State Council on Issues Relating to Further Improving the
Control of the Real Estate Market ([B75Fe i/ B BH A 2 — 25 U 5 3th 2 v 35 8 45 A A BRI B O 2
H1) dated 26 January 2011, the Notice of the General Office of the State Council on Further Improving
the Regulation and Control of the Real Estate Market ([B75 e 8/ 8 B 17 46 48 (4 s 4t 2 v 5 4% A
% H]1) dated 26 February 2013, the Notice on Improving the Regulation and Management of the Real
Estate Market and Further Improving the Prevention and Disposal of Illegal Fund-raising in the Real
Estate Area ([ X058 55 4t 22 35 B 58 2 — 20 iy D A R B s 3 2 SIS R TA SR 8 AR RYZE AT dated
28 March 2016 and the Notice of the Ministry of Housing and Urban-Rural Development on Issues
Relating to Further Improving the Regulation and Control over the Real Estate Market ({15 48 22 5% %
B A — 0 T s 2 T 5 aR 1 TAE A RARTE R A]) dated 19 May 2018, the PRC Government
firmly restrained speculative demands and strengthened market supervision to better control the
overheating of the PRC real estate development market. Such measures may limit property developers’
access to capital resources, reduce market demand for their properties and increase their operating costs
in complying with these measures. There is no assurance that the PRC Government will not adopt
additional and more stringent measures to further dampen the growth of the real estate sector, which
could slow down real estate development in the PRC. This may have a material adverse effect on the
Group’s business, financial condition, results of operations and prospects.

The Group’s industrial park development business is subject to claims under statutory quality
warranties.

Under the Regulations on Administration of Development and Operation of Urban Real Estate (3115
Hh7E B A A8 A BRI promulgated by the State Council on 20 July 1998 and further amended on 8
January 2011, 19 March 2018, 24 March 2019 and 27 March 2020, and Regulations for the
Administration of Sale of Commodity Building (7 /% 4% & F#1%) promulgated on 4 April 2001
and became effective on 1 June 2001, all real estate developers in the PRC must provide certain quality
warranties for the properties they sell. The Group is required to provide these warranties to the
purchasers of the properties it develops and sells. Generally, the Group receives quality warranties from
its third-party contractors with respect to its real estate projects. If a significant number of claims were
brought against the Group under its warranties and if the Group is unable to obtain compensation for
such claims from third-party contractors in a timely manner or at all, the Group could incur significant
expenses to resolve such claims or face delays in remedying the related defects, which could in turn
harm its reputation, and materially adversely affect its industrial park development business and related
financial condition and results of operations.

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
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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 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 (%5 B iR £ 6T 4V S 49 FH HL AU ZE K1) which states, among
other things, that the Ministry of Land and Resources of the PRC (“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 ([5]-1# Jf 58 B 7Y B A% 2 ik A #
BRI AR A LA AV A]D) on 11 August 2009 which reiterates its policy on idle land. Idle Land
Disposal Measures (P & 1+ #f1 8% B ##1% ) 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 2020, 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 is exposed to fluctuations in commodity prices.

Operating income generated from the Group’s materials trading business is affected by changes in
commodity prices, which are in turn affected by a number of factors beyond the Group’s control,
including the supply and demand for commodities, speculative activities by market participants, global
political and economic conditions, related industry cycles, and production costs in major producing
countries. Fluctuations in the price of materials traded by the Group could materially impact the
performance and profitability of the Group’s materials trading business.

In addition, a significant downturn in commodity prices could result in a devaluation or impairment of
the Group’s inventories. Although the impact of downturns in commodity prices on the Group’s
materials trading business has historically been very limited, as the Group determines its procurement
amount strictly based on actual purchase orders from its customers and therefore holds limited
inventories under its materials trading business, there is no assurance that the Group will not be
materially affected by fluctuations in commodity prices in the future. The Group has not historically
engaged in any hedging against fluctuations in commodity prices and, as a result, may be exposed to the
risk arising from fluctuations in commodity prices.

Any failure by the Group to maintain relationships with its key customers and suppliers would have
an adverse effect on the Group’s materials trading business.

The Group’s materials trading business relies on a relatively small number of key customers and
suppliers. For example, in 2018, 2019 and 2020, purchases made by the Group from its five largest
suppliers under its materials trading business in aggregate amounted to approximately RMB454.1
million, RMB1,165.6 million and RMB540.4 million, respectively, representing 86.3 per cent., 67.4

24



per cent. and 51.6 per cent., respectively, of the Group’s total purchases under its materials trading
business, and sales to the Group’s five largest customers under its materials trading business in
aggregate amounted to approximately RMB457.6 million, RMB954.5 million, and RMB589.0 million,
respectively, representing 86.8 per cent., 55.6 per cent. and 56.0 per cent., respectively, of the operating
income generated from the Group’s materials trading business.

The Group’s ability to retain and grow its trades with these and other suppliers and customers, and to
acquire new suppliers and customers, is important to the sustainability of its materials trading business.
However, the Group’s ability to further grow its business with key suppliers and customers may be
limited because the suppliers and customers typically allocate their supplies and orders to more than one
counterparty to minimise their own concentration risk. Furthermore, the loss of one or more of key
suppliers or customers due to the termination of product lines, shifting of their business to other
companies, financial difficulties or reduced supply or demand of relevant goods or otherwise, could
have a material adverse effect on the Group’s materials trading business.

The Group’s material trading business has historically recorded low gross profit margins.

For the years ended 31 December 2018, 2019 and 2020, the gross profit margin of the Group’s materials
trading business was 0.1 per cent., 0.2 per cent. and 0.5 per cent., respectively. The selling price and
purchase cost for each transaction vary according to a combination of factors including, but not limited
to, the Group’s bargaining power with its supplier and customer, the pricing method, demand and supply
in the market and the historical and expected trend for the market price. Some of these factors are
beyond control of the Group. There is no assurance that the profit margin for the Group’s materials
trading business will improve, if not worsen, in the future.

Property management service is highly labour intensive and the Group relies on a stable supply of
labour to provide its service; however, overestimation of the necessary manpower for new contracts
may also adversely affect the Group’s business, results of operations and financial condition.

The Group’s property management business operation is labour intensive and it relies heavily on human
resources for providing property management services. The Group cannot ensure that there will be a
stable supply of labour in the future. If there is a shortage of labour in the property management
services industry, particularly of personnel with specialised qualifications, the Group’s business
operations may be negatively affected. In addition, the Group’s property management services contracts
are mainly provided under fixed-term contracts. Therefore, if the Group is unable to retain existing
employees and/or recruit sufficient employees to meet the demands of its existing contracts at the
current wage level, the Group may have to pay a premium to attract employees. If the Group
experiences any labour shortage, it may be unable to deliver satisfactory services to its clients or
otherwise meet its contractual obligations, or it may face penalties for such shortage. Furthermore,
certain business conducted by the Group may require the employees with requisite qualifications or
experience, and if the Group cannot recruit such employees in a timely manner, it may be unable to
enter into new contracts with prospective or existing clients and/or deliver satisfactory services to them
due to insufficient manpower. In such cases, the Group’s business, financial condition and results of
operations may be adversely affected.

However, an overestimation of the necessary manpower for new contracts may also adversely affect the
Group’s business, results of operations and financial condition. The Group may not be able to estimate
the manpower necessary for new contracts accurately. If there is a significant overestimation, the Group
may have to incur substantial cost to terminate the employment with the redundant staff, which could
have a material adverse effect on the Group’s business, results of operations and financial condition.
Even if the Group terminates employment in accordance with the employment contracts and all relevant
laws and regulations, such termination may still expose the Group to negative media coverage, where, as
a result, the relationships with the Group’s clients may be adversely affected and it may fail to secure
future contracts. Any such negative media coverage may have a material adverse effect on the Group’s
reputation, business, financial position and results of operations.
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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
infrastructure construction services and property management services, 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.

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 illiquid nature and the lack of alternative uses of properties for lease could limit the Group’s
ability to respond to adverse changes in the performance of its properties

The Group currently holds several properties that it develops for rental purposes. Properties for lease are
relatively illiquid compared to other types of investments such as publicly traded equity securities. As a
result, the Group’s ability to promptly sell one or more of its properties for lease in response to
changing economic, financial and investment conditions is limited. The property market is affected by
many factors that are beyond the Group’s control, including general economic conditions, the
availability of mortgage financing and the level of interest rates, and the Group cannot accurately
determine the market price of its properties for lease nor is it able to predict whether it will be able to
sell any of its properties for lease at the price or on the terms set by it, or whether any price or other
terms offered by a prospective purchaser would be acceptable to the Group. In addition, properties for
lease may not be readily convertible for alternative uses without substantial capital expenditure if the
original function of such properties became unprofitable due to competition, age, decreased demand or
other factors.

Similarly, for certain properties for lease to be sold, substantial capital expenditure may be required to
correct defects or make improvements to the property due to factors, such as change in building
regulations or as a result of age, compounding the effort and time required. These factors and any others
that would impede the Group’s ability to respond to adverse changes in the performance of its properties
for lease could materially and adversely affect the Group’s business, financial condition and results of
operations.
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The Group may not be able to generate adequate returns on its properties held for lease and retain
quality tenants

Property leasing is subject to various degrees of risk. The lease returns available from property leasing
business depend, to a large extent, on the amount of capital appreciation generated, revenue earned from
the rental of the relevant properties as well as the expenses incurred. Maximising yields from properties
held for lease also depends to a large extent on active ongoing management and maintenance of the
properties. The ability to eventually dispose of properties for lease will also depend on market
conditions and levels of liquidity, which may be limited or subject to significant fluctuation in the case
of certain types of commercial properties. The operating revenue derived from property leasing may be
adversely affected by a number of factors, including but not limited to changes in market rates for
comparable rentals, the inability to collect rent due to bankruptcy or insolvency of tenants and the costs
resulting from periodic maintenance, repair and re-letting.

The Group’s commercial operation also competes for tenants with other properties based on, among
other things, location, quality, maintenance, property management, rent levels and other lease terms. The
Group cannot ensure that existing or prospective tenants will not choose other properties. Any future
increase in the supply of properties which competes with the Group’s would increase the competition for
tenants and as a result the Group may have to reduce rent or incur additional costs to make its properties
more attractive. If the Group is not able to retain its existing tenants or attract new tenants to replace
those that leave or to lease its new properties, the Group’s rental occupancy rates may decline and thus
materially and adversely affect its business, financial condition and results of operations.

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 land development, industrial park development, infrastructure construction 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 (F#E A\ RIELAIE 23 8 & [F7%) 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 PRC Labour
Contract Law, the employer is required to make compensation payment to a fixed-term contract
employee when the term of their employment contract expires, unless the employee does not agree to
renew the contract even though the conditions offered by the employer for renewal are the same as or
better than those stipulated in the current employment contract. In general, the amount of compensation
payment is equal to the 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 PRC Labour Contract Law.

In addition, unless otherwise prohibited by the PRC Labour Contract Law or objected to by the
employees themselves, the employer is also required to enter into non-fixed-term employment contracts
with employees who have previously entered into fixed-term employment contracts for two consecutive
terms. In addition, under the Regulations on Paid Annual Leave for Employees (H L7 #7 S IR BRI M),
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.
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Further, under the PRC Labour Contract Law, when an employer terminates its PRC employees’
employment, the employer may be required to compensate them for such amount which is determined
based on their length of service with the employer, and the employer may not be able to efficiently
terminate non-fixed-term employment contracts under the PRC Labour Contract Law without cause. In
the event the Group decides to significantly change or decrease the Group’s workforce, the PRC Labour
Contract Law could adversely affect its ability to effect these changes in a cost-effective manner or in
the manner that the Group desires.

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.

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;

o 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 practice 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.
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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 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 industrial park 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 Company’s directors and senior management. If the Company 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 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
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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;

o conducting transactions that exceed authorised limits;

. engaging in misrepresentation or fraudulent, deceptive or otherwise improper activities when

marketing or selling products;

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

30



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, legal 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 legal 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 legal 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
Company’s ability to pay its debt, including the Notes.

The Group’s consolidated financial statements have been prepared and presented in accordance with
PRC GAAP, which is different from IFRS in certain respects.

The Group’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 with IFRS, except for
certain modifications which reflect the PRC’s unique circumstances and environment. See also
“Summary of Certain Differences between PRC GAAP and IFRS” for details. 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, RSM China, 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 Group’s independent auditors have previously been subject to regulatory inspections and
penalties.

The Group’s independent auditors, RSM China, and its predecessor have previously been subject to
regulatory inspections by regulatory authorities, including MOF and its local offices. Certain defects,
such as inadequacy of relevant auditing procedures and auditing evidence, were identified during such
regulatory inspections, and RSM China and its predecessor were required to take, and have taken,
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remedial measures. In addition, RSM China, its predecessor and their auditing personnel have
historically been imposed certain penalties by, the China Securities Regulatory Commission (“CSRC”)
and its local office.

Although such regulatory inspections and penalties may restrict RSM China from providing auditing
services or other services in connection with financing transactions, RSM China has confirmed that, any
such inspections or penalties, whether concluded or ongoing as at the date of this Offering Circular, (a)
has not targeted and will not target the auditing personnel of RSM China who have audited the Group’s
financial statements or provided other services with respect to the issuance of the Notes; and (b) does
not affect the unqualified opinion in the auditors’ report included in Group’s Audited Financial
Statements.

There can be no assurance that RSM China and its auditing personnel will not be subject to further
regulatory inspections or penalties in the futures, or that any such future regulatory inspections or
penalties will not restrict RSM China from providing auditing services or other services in connection
with financing transactions. If RSM China or its auditing personnel becomes restricted from providing
such services, the Group may need to discontinue its engagement with RSM China. Prospective
investors should consider all the factors above prior to making any investment decision in the Notes.

Public corporate disclosure about the Company may be limited.

As the Company’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.

RISKS RELATING TO THE PRC

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

The economy of the PRC experienced rapid growth in the past 30 years. There has been a slowdown in
the growth of the PRC’s GDP since the second half of 2013 and this has raised market concerns that the
historic rapid growth of the economy of the PRC may not be sustainable. According to the National
Statistics Bureau of the PRC, the annual growth rate of China’s GDP in 2019 slowed down to 6.0 per
cent. on a year-on-year basis compared to 6.7 per cent. in 2018, and it further decreased to 2.3 per cent.
in 2020 on a year-on-year basis. In March 2016, Moody’s and S&P changed China’s credit rating
outlook to ‘“negative” from “stable”, which highlighted the country’s surging debt burden and
questioned the government’s ability to enact reforms. On 24 May 2017, Moody’s downgraded China’s
long-term local currency and foreign currency issuer ratings to Al from Aa3 and changed the outlook to
stable from negative. On 21 September 2017, S&P’s rating services downgraded China’s credit rating by
one notch from AA-to A+. Any slow-down in the PRC economy may create a credit-tightening
environment, increase the Group’s financing costs, or reduce government subsidies to the Group,
resulting in a material adverse effect on its business, results of operations and financial condition.

The future performance of the PRC’s economy is not only affected by the economic and monetary
policies of the PRC Government, but it is also exposed to material changes in global economic and
political environments as well as the performance of certain major developed economies in the world.
For example, the international trade environment and various governments’ trade and economic policies,
particularly the recent trade conflicts between the PRC and the United States, may cause uncertainties to
the PRC’s economy and financial, foreign exchange and capital markets. In addition, the United
Kingdom’s exit from the European Union took place on 31 January 2020, where the United Kingdom
legally revoked its membership in the European Union. There is substantial uncertainty relating to the
impact of the United Kingdom’s withdrawal from the European Union on the economic conditions of
other part of the world, such as the PRC’s, 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 more
countries and areas.
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On 11 March 2020, the World Health Organisation declared COVID-19 as a global pandemic. The
COVID-19 pandemic has resulted in a number of countries declaring a state of emergency and a number
of countries, including the PRC, Japan, the United States, members of the European Union and the
United Kingdom, imposing extensive business and travel restrictions with a view to containing the
pandemic. Widespread reductions in consumption, industrial production and business activities arising
from the COVID-19 pandemic will significantly disrupt the global economy and global markets and is
likely to result in a global economic recession. In addition, COVID-19 has led to significant volatility in
the global markets across all asset classes, including stocks, bonds, oil and other commodities and this
volatility may persist for some time.

As such, there continues to be uncertainty for the overall prospects for the global and the PRC
economies this year and beyond. Any material change in the financial markets, the PRC economy or
regional economies as a result of these events or developments may materially and adversely affect the
‘~ Risks Relating to the Group
and its Business — The Group’s business, financial condition, results of operations and prospects are

3

Group’s business, financial condition and results of operations. See also

heavily dependent on the level of economic development in Huzhou City, in particular Deqing County,
and the PRC.”

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

Substantially all of the Group’s assets are located in the PRC and most of the Group’s revenue is
sourced from the PRC. Accordingly, the Group’s business, financial condition, results of operations and
prospects are subject, to a significant degree, to economic, political and legal developments in the PRC.
The economy of the PRC differs from the economies of most developed countries in many respects,
including, with respect to government involvement, level of development, economic growth rate, foreign
exchange control and allocation of resources. The economy of the PRC has been transitioning from a
planned economy to a more market-oriented economy. In recent years, the PRC Government has
implemented a series of measures emphasising market forces for economic reform, the reduction of state
ownership of productive assets and the establishment of sound corporate governance in business
enterprises.

However, a large portion of productive assets in the PRC remain state-owned. The PRC Government
continues to play a significant role in regulating industrial development, the allocation of resources,
production, pricing and management and the economy in general through policy measures, and there can
be no assurance that the PRC Government will continue to pursue the existing economic reforms. In
addition, many of the economic reforms carried out by the PRC Government are unprecedented or
experimental and are expected to be refined and improved over time. Other political, economic and
social factors may also lead to further adjustments of the reform measures. This refining and adjustment
process may not necessarily have a positive effect on the Group’s operations and business development.

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

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

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

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

The Group’s core business is conducted in the PRC and substantially all of its operations are located in
the PRC, hence its business operations are regulated primarily by PRC laws and regulations. The PRC
legal system is a civil law system based on written statutes. Unlike the common law system, past court
judgments in the PRC have limited precedential value and may be cited only for reference. Furthermore,
PRC written statutes often require detailed interpretations by courts and enforcement bodies for their
application and enforcement. Since 1979, the PRC Government has been committed to developing and
refining its legal system and has achieved significant progress in the development of its laws and
regulations governing business and commercial matters, such as in foreign investment, company
organisation and management, commercial transactions, tax and trade. However, China has not
developed a fully integrated legal system and the recently enacted laws and regulations may not
sufficiently cover all aspects of economic activities in the PRC. In particular, as these laws and
regulations are still evolving, in view of how the PRC’s financial industry is still developing, and
because of the limited number and non-binding nature of published cases, there exist uncertainties about
their interpretation and enforcement, and such uncertainties may have a negative impact on the Group’s
business.

In addition, the PRC legal system is based, in part, on government policies and internal rules (some of
which are not published on a timely basis or at all) that may have a retroactive effect. As a result, the
Group may not be aware of the Group’s violation of these policies and rules until some time after the
violation. In addition, any litigation in China may be protracted and result in substantial costs and
diversion of resources and management’s attention.

Furthermore, the administration of PRC laws and regulations may be subject to a certain degree of
discretion by the executive authorities. This has resulted in the outcome of dispute resolutions not being
as consistent or predictable compared to other more developed jurisdictions. In addition, it may be
difficult to obtain a swift and equitable enforcement of laws in the PRC, or the enforcement of
judgments by a court of another jurisdiction. These uncertainties relating to the interpretation and
implementation of PRC laws and regulations may adversely affect the legal protections and remedies
that are available to the Group in its operations and to Noteholders.

As a result of these uncertainties with respect to the PRC legal system, lack of uniform interpretation
and effective enforcement, the Group may be subject to uncertainties in its operations. These
uncertainties can also affect the legal remedies and protections available to investors, and can adversely
affect the value of their investment.
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Certain PRC regulations governing PRC companies are less developed than those applicable to
companies incorporated in more developed countries and regions.

Substantially all members of the Group are established in 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 Company or its directors
or members of the Company’s senior management who reside in the PRC in connection with judgments
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 Company’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 Company 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 judgment
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 Judgments in Civil and Commercial
Matters by the Courts of the Mainland and of the Hong Kong Special Administrative Region Pursuant to
Choice of Court Agreements Between Parties Concerned (% A B2 #4554 T B 14 B2 A BLR8 n] A1
HITEF AN DR EENREEEEZMHERZEE) (the “Choice of Court Arrangement”), pursuant to
which a party with an enforceable final court judgment rendered by a Hong Kong court requiring
payment of money in a civil and commercial case according to a “choice of court” agreement in writing
may apply for recognition and enforcement of the judgment in the PRC. Similarly, a party with an
enforceable final court judgment 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 judgment 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 judgment 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 Company or the Company’s directors or members of its senior management in the PRC and/or to
seek recognition and enforcement for foreign judgments in the PRC. On 18 January 2019, Hong Kong
and the PRC entered into the Arrangement on Reciprocal Recognition and Enforcement of Judgments in
Civil and Commercial Matters between the Courts of the Mainland and of the Hong Kong Special
Administrative Region ([ 72 Al 817 47 1A T BUE 2 B AH ELaB T AT R B R AR AT Z28E) (the
“2019 Arrangement”), which seeks to establish a bilateral legal mechanism with greater clarity and
certainty for recognition and enforcement of judgments in a wider range of civil and commercial matters
between the courts of Hong Kong and the PRC. The 2019 Arrangement will be implemented by local
legislation in Hong Kong and will take effect after both Hong Kong and the PRC have completed the
necessary procedures to enable implementation and shall apply to judgments made by the courts of
Hong Kong and the PRC on or after the date of the commencement of the 2019 Arrangement. Upon
commencement of the 2019 Arrangement, the Choice of Court Arrangement shall be terminated, except
for “choice of court” agreements in writing made between parties before the commencement of the 2019
Arrangement, in which case the Choice of Court Arrangement shall continue to apply. However, the
recognition and enforcement of judgments rendered by a Hong Kong court in the PRC are subject to the
provisions, limits, procedures and other terms and requirements of the 2019 Arrangement. There can be
no assurance that investors can successfully effect service of process against the Company or the
Company’s directors or members of its senior management in the PRC and/or to seek recognition and
enforcement for judgments 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 judgments
awarded by courts of the United States, United Kingdom, or some other European countries or Japan.

35



Hence, the recognition and enforcement in the PRC of judgment 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.

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

The Group receives substantially all of its revenues in Renminbi, which currently is not a freely
convertible currency. A portion of these revenues must be converted into other currencies to allow it to
make payments on obligations denominated in currencies other than the Renminbi. However, the PRC
Government may restrict future access to foreign currencies for current account transactions at its
discretion. If this were to occur, the Group might not be able to pay dividends to the Noteholders in
foreign currencies. On the other hand, foreign exchange transactions under capital account in the PRC
continue to be not freely convertible and require the approval of the SAFE. These limitations could
affect the Group’s ability to obtain foreign currencies through equity financing, or to obtain foreign
currencies for capital expenditures.

The value of the Renminbi against the U.S. dollar and other currencies fluctuates and is affected by,
among other things, changes in China’s political and economic conditions. 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. Since then, the PRC Government has made, and may in the future make, further adjustments
to the exchange rate system. The PBOC announces in August 2015 the closing price of a foreign
currency traded against the Renminbi in the inter-bank foreign exchange market after the closing of the
market on each working day, and makes it the central parity for the trading against the Renminbi on the
following working day. Following such announcement of the PBOC, in August 2015, the Renminbi was
thrice devaluated, and its daily mid-point trading price was lowered significantly against the U.S. dollar.
Following the gradual appreciation of Renminbi in 2017, Renminbi experienced a depreciation in value
against U.S. dollar following a fluctuation in 2018 followed by a significant depreciation in the second
half of 2019, and may remain fluctuating given the trade tensions between China and the U.S. escalates.
For more details, see “Exchange Rate Information”. Renminbi may further appreciate or depreciate
significantly in value against the U.S. dollar or other foreign currencies in the long-term. Any significant
appreciation of the Renminbi against the U.S. dollar or other foreign currencies may result in the
decrease in the value of the Group’s foreign currency-denominated assets. Conversely, any significant
depreciation of the Renminbi against U.S. dollar or other foreign currencies may adversely affect the
Group’s ability to repay its foreign currency-denominated debt, including the Notes. In addition, there
are limited instruments available for the Company to reduce its foreign currency risk exposure at
reasonable costs. All of these factors could materially and adversely affect the Company’s businesses,
financial conditions and results of operations of the Group.

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

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 Company’s operations and to
service its indebtedness depends upon dividends received from these subsidiaries, any legal restrictions
on the availability and usage of dividend payments from the Company’s subsidiaries may impact the
Company’s ability to fund its operations and to service its indebtedness.
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There can be no assurance of the accuracy or comparability of facts and statistics contained in this
Offering Circular with respect to the PRC, its economy or the relevant industry.

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

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

The Company 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 Company. The Group cannot predict the outcome of such
governmental audits and inspections. If the Company is found to have material misstatements or
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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 NOTES

The Notes are unsecured obligations.

The Notes are unsecured obligations of the Issuer. The repayment of the Notes may be adversely
affected if:

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

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

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

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

The Issuer currently has minimal operating activities and revenue, and payments with respect to the
Notes are dependent upon the Issuer’s future business, financial condition and results of operations
and cash flow from other members of the Group.

The Issuer currently has minimal operating activities and revenue. The Issuer’s ability to pay principal
and interest on the Notes will depend upon its receipt of timely remittance of funds from other members
of the Group. In the event that other members of the Group do not provide such funds to the Issuer due
to lack of available cash flows or other factors, the Issuer’s ability to make payment under the Notes
may be adversely affected.

The Issuer depends on distributions from its subsidiaries to meet its payment obligations, and
provisions of applicable laws or contractual restrictions could limit the amount of such distributions.

The Issuer derives a substantial portion of its operating income from its subsidiaries. As a result, the
Issuer depends on cash flow from its subsidiaries in order to meet its payment obligations. In general,
these subsidiaries are separate and distinct legal entities and have no obligation to provide the Issuer
with funds for its payment obligations, whether by dividends, distributions, loans or otherwise. In
addition, provisions of applicable laws, such as those limiting the legal sources of dividends, limit the
ability of the Issuer’s subsidiaries to make payments or other distributions to it. See also “— Risks
Relating to the PRC — The payment of dividends by the Company’s operating subsidiaries in the PRC is
subject to restrictions under the PRC Law”. The Issuer and its subsidiaries may incur significant
additional secured or unsecured indebtedness in the future, and there can be no assurance that the Issuer
will have sufficient cash flows from its own operations and distributions by its subsidiaries and affiliates
to satisfy its obligations under the Notes. Although the Issuer believes that it will be able to meet its
obligations under the Notes, any shortfall would have to be made up from other sources of cash, such as
a sale of investments or any financing available to the Issuer.

The PRC government has no obligations under the Notes or the Trust Deed.

The Issuer is beneficially controlled and owned by the MHTZ Management Committee as the registered
shareholder of the Issuer. The MHTZ Management Committee as the ultimate beneficial owner of the
Issuer only has limited liability in the form of its equity contribution in the Issuer. However, the
controlling relationship between the Company and MHTZ Management Committee, which is under the
administration of the Deqing County Government, does not necessarily correlate to, or provide any
assurance as to the Group’s financial conditions. The repayment obligations under the Notes remain the
sole obligations of the Company. The MHTZ Management Committee, the Deqing County People’s
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Government or any other PRC governmental entity does not have any payment or other obligations
under the Notes or the Trust Deed. The Noteholders shall have no recourse to the MHTZ Management
Committee or any other PRC governmental entity in respect of any obligation arising out of or in
connection with the Notes or the Trust Deed. The Notes are solely to be repaid by the Issuer and the
obligations under the Notes or the Trust Deed shall solely be fulfilled by the Issuer, as the case may be,
as an independent legal person.

This position has been reinforced by the Circular 23 and the Circular 706. Both Circulars are relatively
new, and because of the limited volume of published decisions, the interpretation and enforcement of
these laws and regulations involve uncertainties.

Therefore, investors should base their investment decision only on the financial condition of the Issuer
and the Group and any perceived credit risk associated with an investment in the Notes based only on
the Group’s own financial information reflected in its financial statements.

The Issuer may not be able to meet its outstanding obligations under the Notes.

The Issuer will at maturity or may, in the case of the occurrence of a Change of Control or No
Registration Event, be required to redeem all of the Notes. If any of such events were to occur, the
Issuer may not have sufficient cash on hand and may not be able to arrange financing in time, or on
acceptable terms, or at all. The ability of the Issuer to redeem the Notes in such event may also be
limited by the terms of its other debt instruments. Failure to repay, repurchase or redeem the Notes by
the Issuer, may constitute an event of default under the Notes, which may also constitute a default under
the terms of the Issuer’s or its subsidiaries’ other indebtedness.

Any failure to complete the relevant registration with SAFE within the prescribed time frame
following the completion of the issuance of the Notes may have adverse consequences for the Issuer
and/or investors of the Notes.

The Issuer is required to submit the Notes to the local branch of the SAFE for registration in accordance
with the procedures and within the period prescribed by the Administrative Measures for Foreign Debt
Registration (YME S50 E L) (the “Foreign Debt Registration Measures™), the Notice of People’s
Bank of China on Matters Concerning Macro-prudential Management on All-round Cross-border
Financing (Yin Fa [2017] No. 9)(FEARIATHN & IEEERME ZBF HEHEARMEEREH)
and any applicable laws and the requirements of competent SAFE. Pursuant to article 27(5) of the
Foreign Debt Registration Measures, a failure to comply with registration requirements may result in a
warning and fine as set forth under article 48 of the Foreign Exchange Administrative Regulations
promulgated by the State Council in 2008.

The Issuer intends to submit the registration application of the Notes to the local branch of the SAFE
within the prescribed period. If the Issuer 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
Issuer as PRC domestic banks may require evidence of the SAFE registration in connection with the
Notes in order to effect such remittance. In addition, the Issuer may not be able to effect the remittance
of the net proceeds from the issue of the Notes into the PRC if the Issuer is not able to complete the
post-issue registration with the SAFE and obtain the registration record from SAFE. This may have a
negative impact on Issuer’s use of the proceeds from this offering and may in turn adversely affect the
Issuer’s business activities and the implementation of the Issuer’s business plans in the future.
Furthermore, in the unlikely event that having exercised the Issuer’s best endeavours, it is unable to
complete such registration within the abovementioned time period, a No Registration Event will be
triggered. See “Terms and Conditions — 7.3 Redemption upon Change of Control or No Registration
Event”.
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Any failure to complete the relevant filings with the NDRC Circular within the prescribed time frame
following the completion of the issuance of the Notes may have adverse consequences for the Issuer
and/or investors of the Notes.

The NDRC issued the NDRC Circular on 14 September 2015, which came into effect on the same day.
According to the NDRC Circular, domestic enterprises and their overseas controlled entities shall
procure the registration of any debt securities issued over one year outside the PRC with the NDRC
prior to the issue of the securities and notify the particulars of the relevant issues within 10 working
days after the completion of the issue of the securities.

The NDRC Circular is silent on the legal consequences of noncompliance with the pre-issue registration
requirement. The Issuer has obtained the NDRC Pre-issuance Registration Certificate on 11 March 2021.
Similarly, the legal consequences of non-compliance with the post-issue notification requirement under
the NDRC Circular are unclear. In the worst case scenario, such non-compliance with the post-issue
notification requirement under the NDRC Circular may result in it being unlawful for the Issuer to
perform or comply with any of its obligations under the Notes and the Notes might be subject to
enforcement as provided in Condition 11 of the Terms and Conditions of the Notes. Potential investors
of the Notes are advised to exercise due caution when making their investment decisions. The Issuer
will undertake to file or cause to be filed with the NDRC of the particulars of the issue of the Notes
within ten PRC Business Days after the date of issuance and shall comply with all applicable PRC laws
and regulations in connection with the NDRC Post-issue Filing.

The insolvency laws of the PRC and other local insolvency laws may differ from those of another
Jjurisdiction with which the holders of the Notes are familiar.

As the Issuer is a state-owned enterprise incorporated under the laws of the PRC, any insolvency
proceeding relating to the Issuer would likely involve insolvency laws of the PRC, the procedural and
substantive provisions of which may differ from comparable provisions of the local insolvency laws of
jurisdictions with which the holders of the Notes are familiar.

A trading market for the Notes may not develop.

The Notes are a new issue of securities for which there is currently no trading market. There can be no
assurance as to the liquidity of the Notes or that an active trading market will develop. If such a market
were to develop, the Notes could trade at prices that may be higher or lower than the initial issue price
depending on many factors, including prevailing interest rates, the Group’s operations and the market for
similar securities. Although application will be made for the listing of the Notes on the Hong Kong
Stock Exchange, no assurance can be given as to the liquidity of, or trading marked for, the Notes. None
of the Joint Lead Managers is obligated to make a market in the Notes, and if the Joint Lead Managers
do so they may discontinue such market-making activity at any time without notice. Further, the Notes
may be allocated to a limited number of investors, in which case liquidity may be limited. In addition,
the Notes are being offered pursuant to exemptions from registration under the Securities Act and, as a
result, the holders of the Notes will only be able to resell the Notes in transactions that have been
registered under the Securities Act or in transactions not subject to or exempt from registration under the
Securities Act. It is investors’ obligation to ensure that offers and sales of the Notes within the United
States and other countries comply with applicable securities laws. Please see “Subscription and Sale’.
The Issuer cannot predict whether an active trading market for the Notes will develop or be sustained.

Investors in the Notes may be subject to foreign exchange risks.

The Notes are denominated and payable in U.S. dollars. An investor who measures investment returns
by reference to a currency other than U.S. dollars would be subject to foreign exchange risks by virtue
of an investment in the Notes, due to, among other things, economic, political and other factors over
which the Issuer does not have any control. Depreciation of the U.S. dollars against such currency could
cause a decrease in the effective yield of the Notes below their stated coupon rates and could result in a
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loss when the return on the Notes is translated into such currency. In addition, there may be tax
consequences for investors as a result of any foreign currency gains resulting from any investment in the
Notes.

International financial markets and world economic conditions may adversely affect the market price
of the Notes.

The market price of the Notes may be adversely affected by declines in the international financial
markets and world economic conditions. The market for Chinese securities is, to varying degrees,
influenced by economic and market conditions in other markets, especially those in Asia. Although
economic conditions are different in each country, investors’ reactions to developments in one country
can affect the securities markets and the securities of issuers in other countries, including the PRC.
Since the sub-prime mortgage crisis in 2008, the international financial markets have experienced
significant volatility. In Europe, several countries continue to face difficulties surrounding sovereign
debt. In Asia and other emerging markets, some countries are expecting increasing inflationary pressure
as a consequence of liberal monetary policy or excessive foreign fund inflow, or both. In the Middle
East, Eastern Europe and Africa, political unrest in various countries has resulted in economic instability
and uncertainty. China’s economic growth may slow due to weakened exports as well as recent
developments surrounding the trade-war with the United States. Starting in April 2018, the United States
imposed tariffs on steel and aluminium imports from China, and later on 6 July 2018, the United States
imposed 25 per cent. tariffs on US$34 billion worth of Chinese goods as part of President Donald
Trump’s tariffs policy. In turn, the PRC responded with similarly sized tariffs on United States’
products. Significant further tariffs have been imposed by both countries since then. In December 2019,
China and the United States announced a “phase one” trade deal, to which among other things, included
a rollback by the United States of some existing tariffs. However, significant tariff remain and it is
unclear when a resolution will be reaches. If similar developments occur in the international financial
markets in the future, the market price of the Notes could be adversely affected. In addition, in March
2020, the World Health Organization declared COVID-19 as a global pandemic. The accelerated spread
of the virus globally has caused extreme volatility in the global financial market, including the repeated
triggering of stock market “circuit breakers” in the United States and many other countries. There is no
assurance that the continuing outbreak of COVID-19 will not have an adverse impact to the market price
of the Notes.

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

The Terms and Conditions of the Notes contain provisions for calling meetings of the holders of the
Notes to consider matters affecting their interests generally. These provisions permit defined majorities
to bind all holders of the Notes 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 Notes may be adverse to the interests of the individuals.

Obligations of the Issuer under the Notes are structurally subordinated to the current and future
liabilities and obligations of the Issuer’s subsidiaries.

The obligations of the Issuer under the Notes will be effectively subordinated to all existing and future
obligations of its existing or future subsidiaries, and all claims of creditors of its existing or future
subsidiaries and rights of holders of preferred shares of such subsidiaries (if any) will have priority as to
the assets of such subsidiaries over the claims of the Issuer and those of the Issuer’s creditors, including
the holders of the Notes. As a result, all of the existing and future liabilities of the Issuer’s subsidiaries,
including any claims of trade creditors and preferred stockholders, will be effectively senior to the
Notes. In addition, even if the Issuer was a creditor of any subsidiary, its rights as a creditor would be
subordinated to any security interest in the assets of such subsidiary and any indebtedness of the
subsidiary senior to that held by the Issuer.
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The liquidity and price of the Notes following the offering may be volatile.

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

The Issuer may issue additional Notes in the future.

The Issuer may, from time to time, and without prior consultation of the Noteholders create and issue
further securities in accordance with the Terms and Conditions of the Notes (see “Terms and Conditions
of the Notes — Further Issues’). There can be no assurance that such future issuance will not adversely
affect the market price of the Notes.

If any of the Issuer or its subsidiaries, is unable to comply with the restrictions and covenants in its
respective debt agreements, or the Notes, there could be a default under the terms of these agreements,
or the Notes, which could cause repayment of the relevant debt to be accelerated.

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

Modifications and waivers may be made in respect of the Terms and Conditions of the Notes and the
Trust Deed by the Trustee or less than all of the holders of the Notes.

The Terms and Conditions of the Notes contain provisions for calling meetings of the holders of the
Notes to consider matters affecting their interests generally. These provisions permit defined majorities
to bind all Noteholders including those Noteholders who did not attend and vote at the relevant meeting
and those Noteholders who voted in a manner contrary to the majority.

The Terms and Conditions of the Notes also provide that the Trustee may agree, without the consent of
the Noteholders, to any modification of, or to the waiver or authorisation of any breach or proposed
breach of, any of the Terms and Conditions of the Notes or any of the provisions of the Trust Deed, the
Agency Agreement or the Notes, or determine, without any such consent as aforesaid, that any Event of
Default or Potential Event of Default (as defined in the Terms and Conditions of the Notes) shall not be
treated as such (provided that, in any such case, it is not, in the opinion of the Trustee, materially
prejudicial to the interests of the Noteholders) or may agree, without any such consent as aforesaid, to
any modification which, in its opinion, is of a formal, minor or technical nature or to correct a manifest
error or an error which, in the opinion of the Trustee, is proven.
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The Trustee may request the holders of the Notes 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 13 of the Terms and Conditions of the Notes and taking action pursuant to Condition 11 of
the Terms and Conditions of the Notes), the Trustee may (at its sole discretion) request the holders of
the Notes to provide an indemnity and/or security and/or prefunding to its satisfaction before it takes
actions on behalf of the holders of the Notes. The Trustee shall not be obliged to take any such actions
if not first indemnified and/or secured and/or prefunded to its satisfaction. Negotiating and agreeing to
an indemnity and/or security and/or prefunding can be a lengthy process and may impact on when such
actions can be taken. The Trustee may not be able to take actions, notwithstanding the provision of an
indemnity or security or prefunding to it, in breach of the terms of the Trust Deed constituting the Notes
and in such circumstances, or where there is uncertainty or dispute as to the applicable laws or
regulations, to the extent permitted by the agreements and the applicable laws and regulations, it will be
for the holders of the Notes to take such actions directly.

Gains on the transfer of the Notes and interest payable by the Issuer to overseas holders of the Notes
may be subject to income tax and value-added tax under PRC tax laws.

Under the Enterprise Income Tax Law of the PRC (the “EIT Law’) which took effect on 1 January
2008, amended on 29 December 2018, and its implementation rules, any gains realised on the transfer of
the Notes 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.
Under the new EIT law, a “non- resident enterprise” means an enterprise established under the laws of a
jurisdiction other than the PRC and whose actual administrative organisation is not in the PRC, which
has established offices or premises in the PRC, or which has not established any offices or premises in
the PRC but has obtained incomes derived from sources within the PRC. There remains uncertainty as to
whether the gains realised from the transfer of the Notes would be treated as incomes derived from
sources within the PRC and be subject to PRC tax. This will depend on how the PRC tax authorities
interpret, apply or enforce the EIT Law and its implementation rules. In addition, there is uncertainty as
to whether gains realised on the transfer of the Notes by individual holders who are not PRC citizens or
residents will be subject to PRC individual income tax. If such gains are subject to PRC income tax, the
10 per cent. enterprise income tax rate and 20 per cent. individual income tax rate will apply
respectively unless there is an applicable tax treaty or arrangement that reduces or exempts such income
tax. The taxable income will be the balance of the total income obtained from the transfer of the Notes
minus all costs and expenses that are permitted under PRC tax laws to be deducted from the income.

Pursuant to the EIT Law, the PRC Individual Income Tax Law (the “IIT Law’) which took effect on 1
January 2019, and the implementation regulations in relation to both the EIT Law and IIT Law, PRC
income tax at a rate of 10 per cent. or 20 per cent. is normally applicable to PRC-source income derived
by non-resident enterprises or individuals respectively, subject to adjustment by applicable treaty. As the
Issuer is a PRC resident enterprise for tax purposes, interest paid to non-resident Noteholders shall be
regarded as PRC-sourced, and therefore be subject to PRC income tax at a rate of 10 per cent. For non-
resident enterprise Noteholders and at a rate of 20 per cent. for non-resident individual Noteholders (or a
lower treaty rate, if any).

On 23 March 2016, MOF and the State Administration of Taxation issued the Circular of Full
Implementation of Replacing Business Tax with Value-Added Tax Reform (FAECHER ~ BRI M 7% 48 = B iR
2 THHERH S AR A UM E R s BE A0 FE A (Caishui [2016] No. 36) (“Circular 36”), which introduced a
new value-added tax (“VAT”) from 1 May 2016. VAT is applicable where entities or individuals
provide services within the PRC. The services are treated as being provided within the PRC where either
the service provider or the service recipient is located in the PRC. 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. If the issuance of Notes is treated by the relevant tax authorities as the Noteholders

43



providing financing services within the PRC, the Issuer will be obligated to withhold VAT of 6 per cent.
and certain surcharges on VAT for payments of interest and certain other amounts on the Notes paid by
the Issuer to Noteholders that are non-resident enterprises or individuals. Pursuant to Interim Regulation
of the PRC on City Maintenance and Construction Tax (F1EE A B A1 B 7 4EE E i M B 1T 1%
(201 11EET) ), Interim Provisions on the Collection of Educational Surcharges (UK B & M hnaoEr
fTHIEQO111EET)) and the Notice of the Ministry of Finance on the Relevant Matters regarding
Unifying the Policies on Local Education Surcharges (fA BB 45— H75 808 My INECER A B [ RE A 28
A1), city maintenance and construction tax, educational surcharges and local educational surcharges will
be applicable when the entities and individuals are obliged to pay VAT. It is uncertain whether VAT is
applicable to any transfer of Notes between entities or individuals located outside of the PRC, but VAT
shall be applicable if either the seller or buyer of Notes is located inside the PRC. Circular 36 together
with other laws and regulations pertaining to VAT are relatively new, the interpretation and enforcement
of such laws and regulations involve uncertainties.

If a Noteholder, being a non-resident enterprise or non-resident individual, is required to pay any PRC
income tax on gains on the transfer of the Notes, the value of the relevant Noteholder’s investment in
the Notes may be materially and adversely affected.

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

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

. have sufficient knowledge and experience to make a meaningful evaluation of the relevant Notes,
the merits and risks of investing in the relevant Notes 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 relevant Notes and the impact such investment
will have on its overall investment portfolio;

. have sufficient financial resources and liquidity to bear all of the risks of an investment in the
relevant Notes;

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

. understand the tax consequence of the purchase, ownership and disposition of the Notes; and

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

A potential investor should not invest in Notes which are complex financial instruments unless it has the
expertise (either alone or with the help of a financial adviser) to evaluate how the Notes will perform
under changing conditions, the resulting effects on the value of such Notes and the impact this
investment will have on the potential investor’s overall investment portfolio.

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

44



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

The Terms and Conditions of the Notes are governed by English law. No assurance can be given as to
the impact of any possible judicial decision or change to English law or administrative practice after the
date of issue of the Notes and any such change could materially adversely impact the value of any Notes
affected by it.

Additional procedures may be required to be taken to bring English law governed matters or disputes
to the Hong Kong courts and the holders of the Notes would need to be subject to the exclusive
jurisdiction of the Hong Kong courts. There is also no assurance that the PRC courts will recognise
and enforce judgments of the Hong Kong courts in respect of English law governed matters or
disputes.

The Terms and Conditions of the Notes and the transaction documents are governed by English law,
whereas parties to these documents have submitted to the exclusive jurisdiction of the Hong Kong
courts. In order to hear English law governed matters or disputes, Hong Kong courts may require certain
additional procedures to be taken. Under the Arrangement on Reciprocal Recognition and Enforcement
of Judgments in Civil and Commercial Matters by the Courts of the Mainland and of the Hong Kong
Special Administrative Region Pursuant to Choice of Court Agreements between Parties Concerned ([
2P B  HERE BIAT B @ TR B M ELRE AT M HUT B F AR E B R F R A RAZ PE) (the
“Arrangement’), judgments of Hong Kong courts are likely to be recognised and enforced by the PRC
courts where the contracting parties to the transactions pertaining to such judgments have agreed to
submit to the exclusive jurisdiction of Hong Kong courts. However, recognition and enforcement of a
Hong Kong court judgment could be refused if the PRC courts consider that the enforcement of such
judgment is contrary to the social and public interest of the PRC or meets other circumstances specified
by the Arrangement. While it is expected that the PRC courts will recognise and enforce a judgment
given by Hong Kong courts in respect of a dispute governed by English law, there can be no assurance
that the PRC courts will do so for all such judgments as there is no established practice in this area.
Compared 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 holders of the Notes will be deemed to have submitted to the exclusive jurisdiction of
the Hong Kong courts, and thus the holder‘s ability to initiate a claim outside of Hong Kong will be
limited.

The Notes will initially be represented by the Global Certificate and holders of a beneficial interest in
the Global Certificate must rely on the procedures of the relevant Clearing System.

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

While the Notes are represented by the Global Certificate the Issuer will discharge its payment
obligations under the Notes by making payments to the common depositary for Euroclear and
Clearstream for distribution to their account holders. A holder of a beneficial interest in the Global
Certificate must rely on the procedures of the relevant Clearing System to receive payments under the
Notes. The Issuer has no responsibility or liability for the records relating to, or payments made in
respect of, beneficial interests in the Global Certificate.

Holders of beneficial interests in the Global Certificate will not have a direct right to vote in respect of

the Notes. Instead, such holders will be permitted to act only to the extent that they are enabled by the
relevant Clearing System to appoint appropriate proxies.
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TERMS AND CONDITIONS OF THE NOTES

The following is the text of the terms and conditions of the Notes which (subject to modification and
except for the paragraphs in italics) will be endorsed on the Certificates issued in respect of the Notes:

The U.S.$210,000,000 3.50 per cent. Notes due 2024 (the Notes, which expression shall in these
Conditions, unless the context otherwise requires, include any further notes issued pursuant to Condition
16 and forming a single series with the Notes) was authorised by resolutions of the board of directors of
Huzhou Moganshan High-tech Group Co., Ltd. (GBI EF LIS HEE AR /AF) (the Issuer) dated 18
January 2021 and by the sole shareholder’s resolutions dated 27 January 2021. The Notes are constituted
by a Trust Deed (the Trust Deed) to be dated on or about 23 July 2021 (the Issue Date) made between
the Issuer and The Hongkong and Shanghai Banking Corporation Limited (the Trustee, which
expression shall include its successor(s)) as trustee for the holders of the Notes (the Noteholders).

The statements in these terms and conditions (the Conditions) include summaries of, and are subject to,
the detailed provisions of and definitions in the Trust Deed. Copies of the Trust Deed and the agency
agreement to be dated on or about 23 July 2021 (the Agency Agreement) made between the Issuer, The
Hongkong and Shanghai Banking Corporation Limited as the registrar (the Registrar) and as transfer
agent (the Transfer Agent), The Hongkong and Shanghai Banking Corporation Limited as initial
principal paying agent (the Principal Paying Agent) and other agents (each named therein) and the
Trustee are, upon prior written request and proof of holding, available during normal business hours
(being between 9.00 a.m. and 3.00 p.m.) by the Noteholders at the specified office of the Principal
Paying Agent, being at the date of issue of the Notes at Level 24, HSBC Main Building, 1 Queen’s
Road Central, Hong Kong, or may be provided by email to such holder. References herein to Agents
means the Principal Paying Agent, the Registrar, the Transfer Agent and any other agent or agents
appointed from time to time pursuant to the Agency Agreement with respect to the Notes and shall
include their respective successors or assigns. The Noteholders are entitled to the benefit of, are bound
by, and are deemed to have notice of, all the provisions of the Trust Deed and the Agency Agreement
applicable to them.

1. FORM, DENOMINATION AND TITLE

1.1 Form and Denomination

The Notes are issued in registered form in amounts of U.S.$200,000 and integral multiples of
U.S.$1,000 in excess thereof (referred to as the principal amount of a Note). A note certificate (each a
Certificate) will be issued to each Noteholder in respect of its registered holding of Notes. Each
Certificate will be numbered serially with an identifying number which will be recorded on the relevant
Certificate and in the register of Noteholders which the Issuer will procure to be kept by the Registrar in
accordance with the provisions of the Agency Agreement (the Register).

1.2 Title

Title to the Notes passes only by registration in the Register. The holder of any Note will (except as
otherwise required by law) be treated as its absolute owner for all purposes (whether or not it is overdue
and regardless of any notice of ownership, trust or any interest or any writing on, or the theft or loss of,
the Certificate issued in respect of it) and no person will be liable for so treating the holder. In these
Conditions, Noteholder and (in relation to a Note) holder means the person in whose name a Note is
registered in the Register.

Upon issue, the Notes will be represented by a global certificate (the Global Certificate) registered in
the name of a nominee of, and deposited with, a common depositary for Euroclear Bank SA/NV
(Euroclear) and Clearstream Banking S.A. (Clearstream). The Conditions are modified by certain
provisions contained in the Global Certificate while any of the Notes are represented by the Global
Certificate. See “Summary of Provisions relating to the Notes While in Global Form’.
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Except in the limited circumstances described in the Global Certificate, owners of interests in Notes
represented by the Global Certificate will not be entitled to receive definitive Certificates in respect of
their individual holdings of Notes. The Notes are not issuable in bearer form.

2. TRANSFERS OF NOTES AND ISSUE OF CERTIFICATES

2.1 Transfers

A Note may, subject to the Agency Agreement and Conditions 2.4 and 2.5, be transferred by depositing
the Certificate issued in respect of that Note, with the form of transfer on the back duly completed and
signed, at the specified office of the Registrar or any of the other Agents.

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

2.2 Delivery of new Certificates

Each new Certificate to be issued upon transfer of Notes will, within five business days of receipt by the
Registrar or the relevant Agent of the duly completed form of transfer endorsed on the relevant
Certificate, be mailed by uninsured mail at the risk of the holder entitled to the Note to the address
specified in the form of transfer. For the purposes of this Condition 2.2, business day shall mean a day
on which commercial banks are open for business in the city in which the specified office of the Agent
with whom a Certificate is deposited in connection with a transfer is located.

Where some but not all of the Notes in respect of which a Certificate is issued are to be transferred, a
new Certificate in respect of the Notes not so transferred will, within five business days of receipt by
the Registrar or the relevant Agent of the original Certificate, be mailed by uninsured mail at the risk of
the holder of the Notes not so transferred to the address of such holder appearing on the Register or as
specified in the form of transfer.

2.3 Formalities free of charge

Registration of transfer of Notes will be effected without charge by or on behalf of the Issuer or any
Agent but upon payment (or the giving of such indemnity and/or security and/or prefunding as the
Issuer or any Agent may reasonably require) in respect of any tax or other governmental charges which
may be imposed in relation to such transfer.

2.4 Closed Periods

No Noteholder may require the transfer of a Note to be registered (i) during the period of 15 days
ending on (and including) the due date for any payment of principal, premium or interest on that Note,
(i1) during the period of 15 days prior to any date on which the Notes are being called for redemption by
the Issuer at its option pursuant to Condition 7.2; (iii) after a Put Exercise Notice (as defined in
Condition 7.3) has been deposited in respect of the Notes pursuant to Condition 7.3 or (iv) after any
such Note has been called for redemption.

2.5 Regulations

All transfers of Notes and entries on the Register will be made subject to the detailed regulations
concerning transfer of Notes scheduled to the Trust Deed. The regulations may be changed by the Issuer
with the prior written approval of the Registrar and the Trustee. A copy of the current regulations will
be mailed (free of charge) by the Registrar to any Noteholder who requests one.
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3. STATUS OF THE NOTES

The Notes are direct, unconditional, unsubordinated and (subject to the provisions of Condition 4.1)
unsecured obligations of the Issuer and (subject as stated above) rank and will rank pari passu, without
any preference among themselves, with all other outstanding unsecured and unsubordinated obligations
of the Issuer, present and future, but, in the event of insolvency, only to the extent permitted by
applicable laws relating to creditors’ rights.

4. COVENANTS

4.1 Negative Pledge

So long as any of the Notes remains outstanding (as defined in the Trust Deed), the Issuer will not, and
the Issuer will ensure that none of its Subsidiaries will, create or have outstanding any mortgage, charge,
lien, pledge or other security interest (each a Security Interest) upon, or with respect to, any of its
present or future undertaking, assets or revenues (including any uncalled capital) to secure any of its
Relevant Indebtedness, unless the Issuer, in the case of the creation of a Security Interest, before or at
the same time and, in any other case, promptly, takes any and all action necessary to ensure that:

(a) all amounts payable by it under the Notes and the Trust Deed are secured by the Security Interest
equally and rateably with the Relevant Indebtedness to the satisfaction of the Trustee; or

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

4.2 Provision of Information

(a) So long as any Note remains outstanding, the Issuer shall send to the Trustee (i) as soon as they
are available but in any event within 150 days after the end of each financial year, copies of its
consolidated financial statements of the Group in respect of such financial year (including at least
a consolidated income statement, consolidated balance sheet, consolidated statement of changes in
owners’ equity and consolidated cash flow statement) (audited by a nationally recognised firm of
independent accountants) prepared and presented in accordance with PRC Accounting Standards,
and if such statements shall be in the Chinese language, together with an English translation of the
same translated by (A) a nationally recognised firm of independent accountants or (B) a
professional translation service provider and checked by a nationally recognised firm of
independent accountants, in each case together with a certificate in English signed by an
Authorised Signatory of the Issuer certifying that such translation is complete and accurate; and
(i1) as soon as they are available but in any event within 90 days after the end of each semi-annual
period (other than the final period of a financial year), copies of its consolidated financial
statements in respect of such semi-annual period (including at least a consolidated statement of
income, consolidated balance sheet, consolidated statement of changes in equity and consolidated
statement of cash flows) prepared on a basis consistent with its audited consolidated financial
statements, and if such statements shall be in the Chinese language, together with an English
translation of the same translated by (A) a nationally recognised firm of independent accountants
or (B) a professional translation service provider and checked by a nationally recognised firm of
independent accountants, in each case together with a certificate in English signed by an
Authorised Signatory of the Issuer certifying that such translation is complete and accurate.

(b) For so long as any Note remains outstanding, the Issuer shall provide the Trustee with a
Compliance Certificate (on which the Trustee may rely as to such compliance) (i) within 14 days
of a written request by the Trustee and (ii) at the same time as the provision of the relevant
consolidated financial statements as referred to in Condition 4.2(a)(i) above.
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4.3 Notification to NDRC

The Issuer undertakes to file or cause to be filed with the National Development and Reform
Commission of the PRC or its local counterparts (the NDRC) the requisite information and documents
within ten PRC Business Days after the Issue Date (the NDRC Post-issue Filing) in accordance with the
Circular on Promoting the Reform of the Filing and Registration System on the Issuance by Enterprises
of Foreign Debt (55 %% fee i 5 22 B i R A 1 26 84T M i 26 8 o ) B8 B A 9 8 M (3% 2 B 5 (2015)
2044%5%)) issued by the NDRC and which came into effect on 14 September 2015, and any
implementation rules, regulations, certificates, circulars or notices in connection therewith as issued by
the NDRC from time to time (the NDRC Circular).

The Issuer shall within ten PRC Business Days after submission of such NDRC Post-issue Filing (a)
provide the Trustee with a certificate in English substantially in the form set out in the Trust Deed
signed by an Authorised Signatory of the Issuer confirming the submission of the NDRC Post-issue
Filing, together with any document(s) (if any) evidencing due filing with the NDRC, certified in English
by an Authorised Signatory of the Issuer as a true and complete copy of the original, and (b) give notice
to the Noteholders substantially in the form set out in the Trust Deed in accordance with Condition 13
of the same. The Trustee shall have no obligation to monitor and ensure the completion of the NDRC
Post-issue Filing on or before the deadline referred to above or to verify the accuracy, validity and/or
genuineness of any documents in relation to or in connection with the NDRC Post-issue Filing, and shall
not be liable to the Noteholders or any other person for not doing so.

4.4 Undertaking in relation to the SAFE Registration

The Issuer undertakes that it shall (a) within 15 PRC Business Days after the Issue Date, register or
cause to be registered with SAFE the Notes pursuant to the Administrative Measures for Foreign Debt
Registration (YMEE L E H L) and its operating guidelines, effective as of 13 May 2013, the Circular
of the People’s Bank of China on Implementing Macro Prudential Management of Full-covered Cross-
border Financing (FEARBITHN2OKEEMEZBEFHEEAMETNELN) (the SAFE
Registration); (b) use its best endeavours to complete the SAFE Registration and obtain a registration
record from SAFE or its local counterpart on or before the Registration Deadline; and (c) comply with
all applicable PRC laws and regulations in relation to registration of the Notes promulgated thereunder
from time to time.

The Issuer shall within ten PRC Business Days after the receipt of the registration form or filing
evidence from SAFE (or any other document evidencing the completion of registration issued by SAFE),
(a) provide the Trustee with (i) a certificate in English substantially in the form set out in the Trust
Deed signed by an Authorised Signatory of the Issuer confirming the completion of the SAFE
Registration and (ii) copies of the relevant documents evidencing the SAFE Registration, certified in
English by an Authorised Signatory of the Issuer as a true and complete copy of the original (the items
specified in (i) and (ii) together, the Registration Documents), and (b) give notice substantially in the
form set out in the Trust Deed to the Noteholders (in accordance with Condition 13) confirming the
completion of the SAFE Registration.

The Trustee shall have no obligation or duty to monitor or ensure the completion of the SAFE
Registration on or before the Registration Deadline or to verify the accuracy, validity and/or
genuineness of any documents in relation to or in connection with the SAFE Registration, or to give
notice to the Noteholders confirming the completion of the SAFE Registration, and shall not be liable to
the Noteholders or any other person for not doing so.
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4.5 Interpretation

For the purposes of these Conditions:

Authorised Signatory means any person who (a) is an authorised signatory of the Issuer designated by
the board of directors of the Issuer or (b) has been notified by the Issuer in writing to the Trustee as
being duly authorised to sign documents and to do other acts and things on behalf of the Issuer in
accordance with the Trust Deed;

Compliance Certificate means a certificate of the Issuer signed by any one of its authorised officers
that as at a date (the Certification Date) not more than five days before the date of the certificate:

(i) no Event of Default (as defined in Condition 10) or Potential Event of Default had occurred since
the Certification Date of the last such certificate or (if none) the date of the Trust Deed or, if such
an event had occurred, giving details of it; and

(i1) the Issuer has complied with all its obligations under the Trust Deed and the Notes, to which it is a
party or, if non-compliance has occurred, giving details of it;

Potential Event of Default means a continuing event or circumstance which could, with the giving of
notice, lapse of time, issue of a certificate and/or fulfilment of any other requirement provided for in
Condition 10 become an Event of Default;

PRC Accounting Standards means the Accounting Standards for Business Enterprises issued by the
Ministry of Finance of the PRC on 15 February 2006, and the Application Guidance for Accounting
Standards for Business Enterprises, Interpretations of Accounting Standards for Business Enterprises and
other relevant regulations issued thereafter, as amended from time to time;

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

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

Relevant Indebtedness means (i) any present or future indebtedness (whether being principal, premium,
interest or other amounts) issued outside the PRC in the form of or represented by any notes, bonds,
debentures, debenture stock, loan stock, certificates of deposit or other similar securities which for the
time being are, or are intended to be or capable of being, quoted, listed or dealt in or traded on any
stock exchange or over-the-counter or other securities market and (ii) any guarantee or indemnity of any
such indebtedness, which, in the case of (i) and (ii) above, does not include bilateral loans, syndicated
loans, club deal loans