
 

YINCHUAN TONGLIAN CAPITAL 
INVESTMENT OPERATION CO., LTD. 

（銀川通聯資本投資運營有限公司） 
(incorporated with limited liability in the PRC) 

 

U.S.$300,000,000 3.50 per cent. Bonds due 
2020 Issue Price of the Bonds: 99.471 per cent. 

 
On 18 July 2017, Yinchuan Tonglian Capital Investment Operation Co., Ltd. (the “Issuer” or the “Company”) 
published the offering circular attached hereto as Annex A (the “Offering Circular”) in connection with the issue 
of the U.S.$300,000,000 3.50 per cent. Bonds due 2020 (the “Bonds”). 
 
On 25 July 2017, The Stock Exchange of Hong Kong Limited (the “HKSE”) approved (conditional upon the 
delivery of certain documents) the listing on the HKSE of the Programme (effective on 28 July 2017) under the 
Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited during the 12-month 
period from the date of the Offering Circular. 

 
Application has been made: (i) to the Dubai Financial Services Authority (the “DFSA”) for Bonds to be admitted 
to the official list of securities maintained by the DFSA; and (ii) to NASDAQ Dubai for the Bonds to be admitted 
to trading on NASDAQ Dubai. The Offering Circular has been submitted pursuant to Rules 2.7.1 and approved by 
the DFSA under Rule 2.6 of the Markets Rules (MKT) module (version 10/08-17) of the DFSA (the “Markets 

Rules”) and constitutes an “Approved Prospectus” for the purposes of Article 14 of the Markets Law (DIFC Law 
No.1 of 2012) (the “Markets Law”). Information required to be contained in such Approved Prospectuses 
pursuant to the DFSA’s Markets Rule 2.5 but not included in the Offering Circular is set out in Annex B.  

 
The Offering Circular, as supplemented by Annex B (together, the “Offering Document”), complies with the 
requirements in Part 2 of the Markets Law and Chapter 2 of the Markets Rules. 
 

The Offering Document relates to an Exempt Offer in accordance with the Markets Rules. The Offering 

Document is intended for distribution only to persons of a type specified in the Markets Rules. It must not 

be delivered to, or relied on by, any other person. The DFSA does not accept any responsibility for the 

content of the information included in the Offering Document, including the accuracy or completeness of 

such information. The liability for the content of the Offering Document lies with the Company. The DFSA 

has also not assessed the suitability of the Bonds to which the Offering Document relates to any particular 

investor or type of investor. If you do not understand the contents of the Offering Document or are unsure 
whether the Bonds to which the Offering Document relate are suitable for your individual investment 

objectives and circumstances, you should consult an authorised financial adviser. 

 

The Company accepts responsibility for the information contained in the Offering Circular. To the best of 

the knowledge of the Company, having taken all reasonable care to ensure that such is the case, the 

information contained in the Offering Circular is in accordance with the facts and does not omit anything 

likely to affect the import of such information. 

 

To the fullest extent permitted by law, none of the Company, the Sole Global Coordinator, the Joint Lead 

Managers and Joint Book Runners or Agents (each as defined in the Terms and Conditions set out in the 

Offering Circular) accept any responsibility for the contents of this Offering Document or for any other 
statement, made or purported to be made by the Sole Global Coordinator, the Joint Lead Managers and 

Joint Book Runners or Agents or on its behalf in connection with the Company or the issue and offering of 

the Bonds.  The Sole Global Coordinator, the Joint Lead Managers and Joint Book Runners and the 

Agents each accordingly disclaim all and any liability whether arising in tort or contract or otherwise (save 

as referred to above) which it might otherwise have in respect of this Offering Document or any such 

statement. Neither this Offering Document nor any financial statements of the Company or the Group (as 

defined in the Offering Circular) are intended to provide the basis of any credit or other evaluation and 

should not be considered as a recommendation by any of the Company, the Sole Global Coordinator, the 

Joint Lead Managers and Joint Book Runners or Agents that any recipient of this Offering Document or 



any financial statements of the Company or the Group should purchase the Bonds. Each potential investor 

of Bonds should determine for itself the relevance of the information contained in this Offering Document 

and its purchase of Bonds should be based upon such investigation as it deems necessary. None of the Sole 

Global Coordinator, the Joint Lead Managers and Joint Book Runners or Agents undertakes to review the 

financial condition or affairs of the Company or the Group during the life of the arrangements 

contemplated by this Offering Document nor to advise any investor or potential investor in the Bonds of 

any information coming to the attention of any of the Sole Global Coordinator, the Joint Lead Managers 

and Joint Book Runners or Agents. 

 

The date of this document is 26 October 2017.  
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IMPORTANT NOTICE

NOT FOR DISTRIBUTION INTO THE UNITED STATES

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

NOTHING IN THIS ELECTRONIC TRANSMISSION CONSTITUTES AN OFFER OF SECURITIES FOR SALE IN THE
UNITED STATES OR ANY OTHER JURISDICTION WHERE IT IS UNLAWFUL TO DO SO.

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

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

Confirmation of your Representation:

In order to be eligible to view this Offering Circular or make an investment decision with respect to the securities,
investors must be purchasing the securities outside the United States in an offshore transaction in reliance on Regulation S
under the Securities Act. By accepting the e-mail and accessing the attached Offering Circular, you shall be deemed to
have represented to the Sole Global Coordinator and the Joint Lead Managers and Joint Bookrunners (as defined in the
Offering Circular) and the Issuer (as defined in the Offering Circular) (1) that you and any customers you represent are
not, and that the electronic mail address that you gave the Issuer and to which this e-mail has been delivered is not, located
in the United States and (2) that you consent to delivery of the attached Offering Circular and any amendments or
supplements thereto by electronic transmission.

You are reminded that the Offering Circular has been delivered to you on the basis that you are a person into whose
possession the Offering Circular may be lawfully delivered in accordance with the laws of jurisdiction in which you are
located and you may not, nor are you authorised to, deliver the Offering Circular to any other person. You should not reply
by e-mail to this notice, and you may not purchase any securities by doing so. Any e-mail communications, including those
you generate by using the ‘‘Reply’’ function on your e-mail software, will be ignored or rejected.

The materials relating to any offering of securities described in the Offering Circular do not constitute, and may not be
used in connection with, an offer or solicitation by or on behalf of any of the Issuer, the Sole Global Coordinator and the
Joint Lead Managers and Joint Bookrunners in any place where offers or solicitations are not permitted by law. If a
jurisdiction requires that the offering be made by a licenced broker or dealer and the Sole Global Coordinator and the Joint
Lead Managers and Joint Bookrunners or any affiliate of the Sole Global Coordinator or the Joint Lead Managers and Joint
Bookrunners are licenced brokers or dealers in that jurisdiction, the offering shall be deemed to be made by the Sole
Global Coordinator, the Joint Lead Managers and Joint Bookrunners or such affiliate on behalf of the Issuer in such
jurisdiction.

The Offering Circular has been sent to you in an electronic form. You are reminded that documents transmitted via this
medium may be altered or changed during the process of electronic transmission and consequently none of the Sole Global
Coordinator, the Joint Lead Managers and Joint Bookrunners and any person who controls the Sole Global Coordinator or
the Joint Lead Managers and Joint Bookrunners and any director, officer, employee, agent of the Sole Global Coordinator
and the Joint Lead Managers and Joint Bookrunners or affiliate of any such person accepts any liability or responsibility
whatsoever in respect of any difference between the Offering Circular distributed to you in electronic format and the hard
copy version available to you on request from the Sole Global Coordinator or the Joint Lead Managers and Joint
Bookrunners.

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

The Offering Circular is being furnished in connection with an offering in offshore transactions outside the United States
in compliance with Regulation S solely for the purpose of enabling a prospective investor to consider the purchase of the
securities described in the Offering Circular.

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



YINCHUAN TONGLIAN CAPITAL
INVESTMENT OPERATION CO., LTD.

（銀川通聯資本投資運營有限公司）
(incorporated with limited liability in the PRC)

U.S.$300,000,000 3.50 per cent. Bonds due 2020
Issue Price of the Bonds: 99.471 per cent.

The U.S.$300,000,000 3.50 per cent. Bonds due 2020 (the ‘‘Bonds’’) will be issued by Yinchuan Tonglian Capital Investment Operation Co., Ltd. (the ‘‘Issuer’’ or the ‘‘Company’’),

a company incorporated in the People’s Republic of China with limited liability. The Bonds will bear interest from 27 July 2017 at the rate of 3.50 per cent. per annum. Interest on

the Bonds is payable semi-annually in arrear on 27 January and 27 July in each year, commencing with the first Interest Payment Date (as defined in the terms and conditions of the

Bonds (the ‘‘Terms and Conditions’’), falling on 27 January 2018.

The Bonds will constitute direct, general and (subject to Condition 3(a) (Negative Pledge) of the Terms and Conditions) unsecured and unconditional obligations of the Issuer which

will at all times rank pari passu among themselves and at least pari passu with all other present and future unsecured obligations of the Issuer, save for such obligations as may be

preferred by provisions of law that are both mandatory and of general application. Payments in respect of the Bonds 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 imposed, levied, collected, withheld or assessed by or on

behalf of the PRC or any political subdivision thereof or any authority therein or thereof having power to tax.

Pursuant to the Circular on Promoting the Reform of the Administrative System on the Issuance by Enterprises of Foreign Debt Filings and Registrations（國家發展改革委關於推進

企業發行外債備案登記制管理改革的通知（發改外資[2015]2044號））(the ‘‘NDRC Circular’’) issued by the National Development and Reform Commission of the PRC (‘‘NDRC’’)

on 14 September 2015 which came into effect on the same day, the Issuer has registered the issuance of the Bonds with the NDRC and obtained a certificate from NDRC on 7

November 2016 evidencing such registration and intends to provide the requisite information on the issuance of the Bonds to the NDRC within 10 PRC Business Days (as defined in

the Terms and Conditions) after the Issue Date (as defined in the Terms and Conditions). Pursuant to the Administrative Measures for Foreign Debt Registration（外債登記管理辦

法）(the ‘‘SAFE Measures’’) issued by the State Administration of Foreign Exchange of the PRC (‘‘SAFE‘‘）on 13 May 2013 which came into effect on the same day, the Issuer is

obliged to submit an application to register the Bonds with SAFE within 15 PRC Business Days after the Issue Date. The Issuer undertakes to submit such an application within the

prescribed timeframe and complete the registration of the Bonds with SAFE within 90 PRC Business Days after the Issue Date.

Unless previously redeemed, or purchased and cancelled as provided herein, the Issuer will redeem each Bond at its principal amount on 27 July 2020 (the ‘‘Maturity Date’’). At any

time, on giving not less than 30 nor more than 60 days’ notice to the Bondholders (as defined below) (which notice shall be irrevocable), the Issuer may redeem the Bonds in whole,

but not in part, at their principal amount, together with unpaid interest accrued to (but not including) the date fixed for redemption, if, immediately before giving such notice, the

Issuer satisfies the Trustee that the Issuer has or will become obliged to pay Additional Amounts (as defined in the Terms and Conditions) as a result of any change in, or amendment

to, the laws or regulations of the PRC or any political subdivision or any authority thereof or therein having power to tax, or any change in the application or official interpretation of

such laws or regulations (including a holding by a court of competent jurisdiction), which change or amendment becomes effective on or after 18 July, and such obligation cannot be

avoided by the Issuer taking reasonable measures available to it. At any time following the occurrence of a Change of Control (as defined in the Terms and Conditions), each holder

of Bonds (each a ‘‘Bondholder’’) will have the right, at such Bondholder’s option, to require the Issuer to redeem all but not some only of that Bondholder’s Bonds on the Put

Settlement Date (as defined in the Terms and Conditions) at 101 per cent. of their principal amount, together with accrued interest to (but not including) such Put Settlement Date. At

any time following the occurrence of a No Registration Event (as defined in the Terms and Conditions), each Bondholder will have the right, at such Bondholder’s option, to require

the Issuer to redeem all, but not some only, of that Bondholder’s Bonds on the No Registration Put Settlement Date (as defined in the Terms and Conditions) at 100 per cent. of their

principal amount, together with accrued interest up to (but excluding) the No Registration Put Settlement Date. See ‘‘Terms and Conditions – Redemption and Purchase’’.

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

The Bonds are expected to be rated ‘‘Baa3’’ by Moody’s Investors Service, Inc. (‘‘Moody’s’’). A credit rating is not a recommendation to buy, sell or hold securities and may be

subject to suspension, reduction or withdrawal at any time by the assigning rating agency.

Investing in the Bonds involves risks. See ‘‘Risk Factors’’ beginning on page 12 for a discussion of certain factors to be considered in connection with an investment in the

Bonds.

The Bonds 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. For a description of these and

certain further restrictions on offers and sales of the Bonds and the distribution of this Offering Circular, see ‘‘Subscription and Sale’’.

The Offering Circular is for distribution to professional investors only.

Application has been made to The Stock Exchange of Hong Kong Limited (the ‘‘Hong Kong Stock Exchange’’) for the listing of the Bonds by way of debt issues to professional

investors (as defined in Chapter 37 of the Rules Governing the Listing of Securities on The Stock Exchange of Hong Kong Limited and in the Securities and Futures Ordinance (Cap.

571) of Hong Kong) (together, ‘‘Professional Investors’’）only. This document is for distribution to Professional Investors only. Investors should not purchase the Bonds in the

primary or secondary markets unless they are Professional Investors and understand the risks involved. The Bonds are only suitable for Professional Investors.

The Hong Kong Stock Exchange has not reviewed the contents of this document, other than to ensure that the prescribed form disclaimer and responsibility statements, and

a statement limiting distribution of this document to Professional Investors only have been reproduced in this document. Listing of the Bonds on the Hong Kong Stock

Exchange is not to be taken as an indication of the commercial merits or credit quality of the Bonds or the Issuer or quality of disclosure in this document. 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 however arising from or in reliance upon the whole or any part of the contents of this document.

Application will be made: (i) to the Dubai Financial Services Authority (the ‘‘DFSA’’) for the Bonds to be admitted to the official list of securities maintained by the DFSA; and (ii)

to NASDAQ Dubai for Bonds issued by the Issuer to be admitted to trading on NASDAQ Dubai. The Offering Circular has been approved by the DFSA under Rule 2.7.1 of the

Markets Rules (MKT) module (version 09/02-17) of the DFSA (the ‘‘Markets Rules’’) and constitutes an ‘‘Approved Prospectus’’ for the purposes of Article 14 of the Markets Law

(DIFC Law No.1 of 2012) (the ‘‘Markets Law’’).

The Offering Circular relates to an Exempt Offer in accordance with the Markets Rules. The Offering Circular is intended for distribution only to persons of a type

specified in the Markets Rules. It must not be delivered to, or relied on by any other person. The DFSA does not accept any responsibility for the content of the information

included in the Offering Circular, including the accuracy or completeness of such information. The liability for the content of the Offering Circular lies with the Issuer, the

Sole Global Coordinator and the Joint Lead Managers and Joint Bookrunners. The DFSA has also not assessed the suitability of the Bonds to which the Offering Circular

relate to any particular investor or type of investor. If you do not understand the contents of the Offering Circular or are unsure whether the Bonds to which the Offering

Circular relate are suitable for your individual investment objectives and circumstances, you should consult an authorised financial adviser.

The Bonds will be represented by beneficial interests in a global bond certificate (a ‘‘Global Bond Certificate’’) in registered form, which will be registered in the name of a nominee

for, and shall be deposited on or about 27 July 2017 (the ‘‘Closing Date’’) with a common depositary for Euroclear Bank S.A./N.V. (‘‘Euroclear’’) and Clearstream Banking S.A.

(‘‘Clearstream’’). Beneficial interests in the Global Bond Certificate will be shown on, and transfer thereof will be effected only through, records maintained by Euroclear and

Clearstream. Except as described herein, certificates for Bonds will not be issued in exchange for interests in the Global Bond Certificate.

Sole Global Coordinator

Bank of China

Joint Lead Managers and Joint Bookrunners

Bank of China Société Générale Corporate & Investment Banking

Offering Circular dated 18 July 2017



NOTICE TO INVESTORS

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.

Hong Kong Exchanges and Clearing Limited and the Hong Kong Stock Exchange take no responsibility

for the contents of this Offering Circular, make no representation as to its accuracy or completeness and

expressly disclaim any liability whatsoever for any loss howsoever arising from or in reliance upon the

whole or any part of the contents of this Offering Circular.

This document includes particulars given in compliance with the Rules Governing the Listing of

Securities on The Stock Exchange of Hong Kong Limited for the purpose of giving information with

regard to the Issuer. The Issuer accepts full responsibility for the accuracy of the information contained

in this document and confirm, having made all reasonable enquiries, that to the best of its knowledge

and belief there are no other facts the omission of which would make any statement herein misleading.

The Issuer, having made all reasonable enquiries, confirms that (i) this Offering Circular contains all

information with respect to the Issuer, its subsidiaries (together with the Issuer, the ‘‘Group’’) and the

Bonds which is material in the context of the issue, offering, sale or distribution of the Bonds (including

all information which is required by all applicable laws or, according to the particular nature of the

Issuer, the Group and of the Bonds, is necessary to enable investors to make an informed assessment of

the assets and liabilities, financial position, profits and losses and prospects of the Issuer, the Group, and

the rights attaching to the Bonds); (ii) this Offering Circular does not, contain any untrue statement of a

material fact or omit to state any material fact necessary to make the statements therein, in the light of

the circumstances under which they were made, not misleading; (iii) the statements of intention, opinion,

belief or expectation contained in this Offering Circular are honestly and reasonably made or held and

have been reached after considering all relevant circumstances and based on reasonable assumptions;

(iv) all reasonable enquiries have been and will be made by the Issuer to ascertain such facts and to

verify the accuracy of all such information and statements; and (v) all descriptions of contracts or other

material documents described in the Offering Circulars are accurate descriptions in all material respects

and fairly summarise the contents of such contracts or documents.

The Issuer has prepared this Offering Circular solely for use in connection with the proposed offering of

the Bonds described in this Offering Circular. This Offering Circular does not constitute an offer of, or

an invitation by or on behalf Bank of China Limited (the ‘‘Sole Global Coordinator’’), Société

Générale, (together with Bank of China Limited, the ‘‘Joint Lead Managers and Joint Bookrunners’’)

or the Issuer to subscribe for or purchase any of the Bonds. The distribution of this Offering Circular

and the offering of the Bonds in certain jurisdictions may be restricted by law. Persons into whose

possession this Offering Circular comes are required by the Issuer, the Sole Global Coordinator and the

Joint Lead Managers and Joint Bookrunners to inform themselves about and to observe any such

restrictions. No action is being taken to permit a public offering of the Bonds or the distribution of this

Offering Circular in any jurisdiction where action would be required for such purposes. There are

restrictions on the offer and sale of the Bonds, and the circulation of documents relating thereto, in

certain jurisdictions including the United States, the United Kingdom, Hong Kong, the PRC, Singapore

and Japan and to persons connected therewith. For a description of certain further restrictions on offers

and sales of the Bonds, and distribution of this Offering Circular, see ‘‘Subscription and Sale’’. By

purchasing the Bonds, investors represent and agree to all of those provisions contained in that section

of this Offering Circular. This Offering Circular is personal to each offeree and does not constitute an

offer to any other person or to the public generally to subscribe for, or otherwise acquire, Bonds.
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Distribution of this Offering Circular to any other person other than the prospective investor and any

person retained to advise such prospective investor with respect to its purchase is unauthorised. Each

prospective investor, by accepting delivery of this Offering Circular, agrees to the foregoing and to

make no photocopies of this Offering Circular or any documents referred to in this Offering Circular.

No person has been or is authorised to give any information or to make any representation concerning

the Issuer, the Group or the Bonds 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 Sole

Global Coordinator, the Joint Lead Managers and Joint Bookrunners, the Trustee or the Agents (as

defined in the Terms and Conditions) or their respective directors, officers, affiliates or advisers. Neither

the delivery of this Offering Circular nor any offering, sale or delivery made in connection with the

issue of the Bonds shall, under any circumstances, constitute a representation that there has been no

change or development reasonably likely to involve a change in the affairs of the Issuer or the Group

since the date hereof or create any implication that the information contained herein is correct as at any

date subsequent to the date hereof. This Offering Circular does not constitute an offer of, or an

invitation by or on behalf of the Issuer, the Sole Global Coordinator, the Joint Lead Managers and Joint

Bookrunners, the Trustee or the Agents or any of their respective affiliates to subscribe for or purchase

the Bonds and may not be used for the purpose of an offer to, or a solicitation by, anyone in any

jurisdiction or in any circumstances in which such offer or solicitation is not authorised or is unlawful.

None of the Sole Global Coordinator, the Joint Lead Managers and Joint Bookrunners, the Trustee or

the Agents or any of their respective affiliates, directors, officers or advisers has independently verified

the information contained in this Offering Circular. Accordingly, no representation, warranty or

undertaking, express or implied, is made or given and no responsibility or liability is accepted, by the

Sole Global Coordinator, the Joint Lead Managers and Joint Bookrunners, the Trustee or the Agents or

any of their respective affiliates, directors, officers or advisers, as to the accuracy, completeness or

sufficiency of the information contained in this Offering Circular or any other information supplied in

connection with the Bonds. Nothing contained in this Offering Circular is, or shall be relied upon as, a

promise, representation or warranty by the Sole Global Coordinator, the Joint Lead Managers and Joint

Bookrunners, the Trustee or the Agents or any of the respective affiliates, directors, officers or advisers.

This Offering Circular is not intended to provide the basis of any credit or other evaluation nor should it

be considered as a recommendation by any of the Issuer, the Sole Global Coordinator, the Joint Lead

Managers and Joint Bookrunners, the Trustee or the Agents or any of the respective affiliates, directors,

officers or advisers that any recipient of this Offering Circular should purchase the Bonds. Each person

receiving this Offering Circular acknowledges that such person has not relied on the Sole Global

Coordinator, the Joint Lead Managers and Joint Bookrunners, the Trustee, the Agents or on any person

affiliated with the Sole Global Coordinator, the Joint Lead Managers and Joint Bookrunners, the Trustee

or the Agents in connection with its investigation of the accuracy of such information or its investment

decision, and each such person must rely on its own examination of the Issuer and the merits and risks

involved in investing in the Bonds. See ‘‘Risk Factors’’ for a discussion of certain factors to be

considered in connection with an investment in the Bonds.

The Bonds are expected to be assigned a rating of ‘‘Baa3’’ by Moody’s. A rating is not a

recommendation to buy, sell or hold securities, does not address the likelihood or timing of prepayment

and may be subject to revision, qualification, suspension or withdrawal at any time by the assigning

rating organisation. A revision, qualification, suspension or withdrawal of any rating assigned to the

Bonds may adversely affect the market price of the Bonds.

To the fullest extent permitted by law, none of the Sole Global Coordinator, the Joint Lead Managers

and Joint Bookrunners, the Trustee or the Agents or any of their respective affiliates, directors, officers

or advisers accepts any responsibility for the contents of this Offering Circular and assume no

responsibility for the contents, accuracy, completeness or sufficiency of any such information or for any

other statement, made or purported to be made by the Sole Global Coordinator, the Joint Lead Managers

and Joint Bookrunners, the Trustee or the Agents or any of their respective affiliates, directors, officers
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or advisers or on their behalf in connection with the Issuer or the issue and offering of the Bonds. Each

of the Sole Global Coordinator, the Joint Lead Managers and Joint Bookrunners, the Trustee and the

Agents and their respective affiliates, directors, officers or advisers accordingly disclaims all and any

liability, whether arising in tort or contract or otherwise, which it might otherwise have in respect of this

Offering Circular or any such statement. None of the Sole Global Coordinator, the Joint Lead Managers

and Joint Bookrunners, the Trustee or the Agents or any of their respective affiliates, directors, officers

or advisers undertakes to review the results of operations, financial condition or affairs of the Issuer

during the life of the arrangements contemplated by this Offering Circular nor to advise any investor or

potential investor in the Bonds of any information coming to the attention of the Sole Global

Coordinator, the Joint Lead Managers and Joint Bookrunners, the Trustee or the Agents or their

respective affiliates, directors, officers or advisers.

IN CONNECTION WITH THIS OFFERING, BANK OF CHINA LIMITED AS STABILISING

MANAGER (THE ‘‘STABILISING MANAGER’’) OR ANY PERSON(S) ACTING ON BEHALF

OF THE STABILISING MANAGER MAY, SUBJECT TO ALL APPLICABLE LAWS, OVER-

ALLOT BONDS OR EFFECT TRANSACTIONS WITH A VIEW TO SUPPORTING THE

MARKET PRICE(S) OF THE BONDS AT A LEVEL ABOVE THAT WHICH MIGHT

OTHERWISE PREVAIL. HOWEVER, THERE IS NO ASSURANCE THAT THE STABILISING

MANAGER (OR PERSON(S) ACTING ON BEHALF OF THE STABILISING MANAGER) WILL

UNDERTAKE STABILISATION ACTION. ANY STABILISATION ACTION MAY BEGIN ON

OR AFTER THE DATE ON WHICH ADEQUATE PUBLIC DISCLOSURE OF THE TERMS OF

THE OFFER OF THE BONDS IS MADE AND, IF BEGUN, MAY BE ENDED AT ANY TIME

AND MUST BE BROUGHT TO AN END AFTER A LIMITED PERIOD.

The Sole Global Coordinator, the Joint Lead Managers and Joint Bookrunners and their respective

affiliates may purchase the Bonds for their own account and enter into transactions, including credit

derivatives, such as asset swaps, repackaging and credit default swaps relating to the Bonds and/or other

securities of the Issuer or its subsidiaries or associates at the same time as the offer and sale of the

Bonds or in secondary market transactions. Such transactions may be carried out as bilateral trades with

selected counterparties and separately from any existing sale or resale of the Bonds to which this

Offering Circular relates (notwithstanding that such selected counterparties may also be purchasers of

the Bonds). Furthermore, investors in the Bonds may include entities affiliated with the Group.

Prospective investors should 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 Bonds under applicable

laws or regulations.

Industry and Market Data

Market data and certain industry forecasts used throughout this Offering Circular have been obtained

based on internal surveys, market research, publicly available information and industry publications.

Industry publications generally state that the information that they contain has been obtained from

sources believed by the Issuer to be reliable and accurate but that the accuracy and completeness of that

information is not guaranteed. Similarly, internal surveys, industry forecasts and market research, while

believed to be reliable, have not been independently verified, and none of the Issuer, the Sole Global

Coordinator, the Joint Lead Managers and Joint Bookrunners or its respective affiliates, directors,

officers and advisers makes any representation as to the correctness, accuracy or completeness of that

information. In addition, third-party information providers may have obtained information from market

participants and such information may not have been independently verified.
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Presentation of Financial Information

The Issuer prepares its consolidated financial statements in accordance with Accounting Standards for

Business Enterprises (the ‘‘PRC GAAP’’). The Issuer’s consolidated financial information as of and for

the years ended 31 December 2015 and 2016 (the ‘‘Company’s Consolidated Financial Statements’’)

have been audited by Da Hua Certified Public Accountants (Special General Partnership) (（大華會計師

事務所（特殊普通合夥）) (‘‘Da Hua’’), the independent auditor of the Issuer. PRC GAAP are

substantially in line with IFRS, except for certain modifications which reflect the PRC’s unique

circumstances and environment. Based on the Company’s enterprise’s accounting policy, there are no

material differences between PRC GAAP and International Financial Reporting Standards (‘‘IFRS’’)

with respect to the determination of the Company’s consolidated financial position as at 2015 and 2016

and results of operations for the years ended 31 December 2015 and 2016. The Sole Global Coordinator

and the Joint Lead Managers and Joint Bookrunners can give no assurance that the information

contained in the Company’s Consolidated Financial Statements is accurate, truthful or complete. The

Issuer has not prepared any reconciliation of such consolidated financial information between PRC

GAAP and IFRS and has not quantified such differences. Prospective investors should seek advice from

their financial and tax advisors if they have any doubt about the differences.
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CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

All non-company specific statistics and data relating to the Issuer’s industry or the economies of

pertinent jurisdictions, such as the PRC, have been extracted or derived from publicly available

information and various government sources. The Issuer believes that the sources of this information are

appropriate for such information and the Issuer has taken reasonable care in extracting and reproducing

such information. The Issuer has no reason to believe that such information is false or misleading or that

any fact has been omitted that would render such information false or misleading. However, such

information has not been independently verified by the Issuer, the Sole Global Coordinator, the Joint

Lead Managers and Joint Bookrunners, the Trustee or the Agents or by their respective affiliates,

officers, employees, directors, advisors and agents and none of the Issuer, the Sole Global Coordinator,

the Joint Lead Managers and Joint Bookrunners, the Trustee or the Agents or their respective affiliates,

officers, employees, directors, advisors and agents makes any representation as to the correctness,

accuracy or completeness of such information. In addition, third party information providers may have

obtained information from market participants and such information may not have been independently

verified. Accordingly, such information should not be unduly relied upon.

This Offering Circular contains a translation of certain Renminbi amounts into U.S. dollars at specified

rates solely for the convenience of the reader. Unless otherwise specified, where financial information in

relation to the Issuer has been translated into U.S. dollars, it has been so translated, for convenience

only, at the rate of CNY6.9430 to U.S.$1.00 (the noon buying rate in New York City on 30 December

2016 as set forth in the weekly H.10 statistical release of the Federal Reserve Board of the Federal

Reserve Bank of New York). Further information regarding exchange rate is set forth in ‘‘Exchange

Rate’’ in this Offering Circular. No representation is made that the Renminbi amounts referred to in this

Offering Circular could have been or could be converted into U.S. dollars at any particular rate or at all.

In this Offering Circular, where information has been presented in thousands or millions of units,

amounts may have been rounded up or down. Accordingly, totals of columns or rows of numbers in

tables may not be equal to the apparent total of the individual items and actual numbers may differ from

those contained herein due to rounding. References to information in billions of units are to the

equivalent of a thousand million units.

In this Offering Circular, unless otherwise specified or the context otherwise requires, all references to

the ‘‘PRC’’, ‘‘China’’ and ‘‘mainland China’’ are to the People’s Republic of China (excluding Hong

Kong, the Macao Special Administrative Region of the People’s Republic of China and Taiwan), and all

references to the ‘‘United States’’ and ‘‘U.S.’’ are to the United States of America, all references to

‘‘Hong Kong’’ are to the Hong Kong Special Administrative Region of the People’s Republic of China;

all references to ‘‘Renminbi’’, ‘‘RMB’’ and ‘‘CNY’’ are to the lawful currency of the PRC, and all

references to ‘‘USD’’, ‘‘U.S.$’’ and ‘‘U.S. dollars’’ are to the lawful currency of the United States of

America. Historical amounts translated into Renminbi have been translated at historical rates of

exchange. Such translations should not be construed as representations that the amounts referred to

herein could have been or could be converted into Renminbi at those rates or any other rate at all.
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FORWARD-LOOKING STATEMENTS

The Issuer has made certain forward-looking statements in this Offering Circular. All statements other

than statements of historical facts contained in this Offering Circular constitute ‘‘forward‑looking

statements’’. Some of these statements can be identified by forward-looking terms, such as ‘‘anticipate’’,

‘‘target’’, ‘‘believe’’, ‘‘can’’, ‘‘would’’, ‘‘could’’, ‘‘estimate’’, ‘‘expect’’, ‘‘aim’’, ‘‘intend’’, ‘‘may’’,

‘‘plan’’, ‘‘will’’ or similar words. However, these words are not the exclusive means of identifying

forward‑looking statements. All statements regarding expected financial condition, results of operations,

business plans and prospects are forward-looking statements. These forward-looking statements include

but are not limited to statements as to the business strategy, revenue, profitability, planned projects and

other matters as they relate to the Issuer discussed in this Offering Circular regarding matters that are

not historical facts. These forward‑looking statements and any other projections contained in this

Offering Circular (whether made by the Issuer or by any third party) involve known and unknown risks,

including those disclosed under ‘‘Risk Factors’’, uncertainties and other factors that may cause the actual

results, performance or achievements of the Issuer to be materially different from any future results,

performance or achievements expressed or implied by such forward-looking statements or other

projections.

These forward-looking statements speak only as of 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 in this Offering Circular to reflect any change in the Issuer’s

expectations with regard thereto or any change of events, conditions or circumstances, on which any

such statement was based.

The factors that could cause the actual results, performances and achievements of the Issuer to be

materially different include, among others:

• ability to successfully implement business plans and strategies;

• future developments, trends and conditions in the PRC life insurance industry;

• business prospects;

• capital expenditure plans;

• the continued availability of capital and financing;

• the actions and developments of competitors;

• financial condition and performance;

• dividend policy;

• 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 Issuer’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 Issuer operates;

• various business opportunities that the Issuer may pursue;

• macroeconomic measures taken by the PRC government to manage economic growth;
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• changes in the global economic conditions and material changes in the global life insurance

industry; and

• other factors, including those discussed in ‘‘Risk Factors’’.

The Issuer does not undertake any obligation to update or revise publicly any of the opinions or

forward-looking statements expressed in this Offering Circular as a result of any new information, future

events or otherwise.
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SUMMARY

The summary below is only intended to provide a limited overview of information described in more

detail elsewhere in this Offering Circular. As it is a summary, it does not contain all of the information

that may be important to investors and terms defined elsewhere in this Offering Circular shall have the

same meanings when used in this Summary. Prospective investors should therefore read this Offering

Circular in its entirety.

The Group is the largest operation platform for stated-owned capital in the Yinchuan Municipality of the

Ningxia Hui Autonomous Region in terms of assets size as at 31 December 2016 and is wholly-owned

by the Yinchuan SASAC, the local counterpart of the State Administration of State-owned Assets

Commission of the PRC. Since its establishment in 2008, the Group has played an important role in

particular in implementing the Ningxia government’s blueprint for infrastructure planning and municipal

construction, and has received strong financial and operational supports from the Yinchuan Municipal

Government. Its operations and investments focus on infrastructure development and construction in the

Yinchuan Municipality of the Ningxia Hui Autonomous Region.

As at 31 December 2016, the Group operated its principal businesses primarily through 12 subsidiaries.

As at 31 December 2015 and 2016, the consolidated total assets of the Group were RMB45,358.0

million and RMB41,305.1 million, respectively. For the years ended 31 December 2015 and 2016, the

operating income of the Group was RMB2,152.8 million and RMB2,221.0 million, respectively. For the

years ended 31 December 2015 and 2016, gross profit of the Group was RMB476.7 million and

RMB488.6 million, respectively.

Over the years, the Group has diversified its business portfolio to include infrastructure construction,

water supply, public transportation, gas supply, bookstore operation and other businesses. Set forth

below is an overview of the principal business segments of the Group:

• Infrastructure Construction. The Group is the sole government authorised infrastructure

constructor in Yinchuan. It conducts its infrastructure construction business through Yinchuan

Municipal Construction Investment Holdings Ltd（銀川市城市建設投資控股有限公司）(the

‘‘Municipal Construction Company’’) in which the Group directly holds approximately 78.7 per

cent. of equity interest. The Group mainly undertakes infrastructure construction projects for the

Yinchuan Municipal Government, such as the construction of municipal roads, affordable housing

projects, water facilities and educational institutions. The Group also undertakes a small number of

self-invested infrastructure construction projects. As at 31 December 2016, some of the Group’s

completed infrastructure construction projects have not been fully paid. The total investment of

those infrastructure construction projects amounted to approximately RMB15,140.2 million. As at

31 December 2016, the Group had received payments for those infrastructure construction projects

totalling approximately RMB4,504.3 million, which represented approximately 20.0 per cent. of

the total amount receivable for those projects. As at 31 December 2016, the Group had

approximately 520 ongoing infrastructure construction projects with investment totalling

approximately RMB9,599.6 million. For the years ended 31 December 2015 and 2016, operating

income generated from the Group’s infrastructure construction business was RMB1,042.0 million

and RMB1,011.7 million, respectively, representing 48.4 per cent. and 45.6 per cent., respectively,

of the Group’s operating income. For the years ended 31 December 2015 and 2016, gross profit

generated from the Group’s infrastructure construction business was RMB431.6 million and

RMB401.3 million, respectively, representing 84.3 per cent. and 80.7 per cent., respectively, of the

Group’s total gross profits.

• Water Supply. The Group is the sole water supplier in Yinchuan. The Group’s water supply

business includes tap water supply, water facility construction and other related business. It

conducts its water supply business primarily through Yinchuan China Railway Water Group Co.,

Ltd.（銀川中鐵水務集團有限公司）(the ‘‘China Railway Water Company’’) in which the Group

directly holds 51.0 per cent. of equity interest, and through its wholly-owned direct subsidiary,
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Yinchuan West Water Supply Co., Ltd.（銀川市西部供水有限公司）(the ‘‘Water Supply

Company’’). China Railway Water Company is the sole supplier for tap water supply, water

facility construction and other related business in Yinchuan. Water Supply Company supplies tap

water for industrial use for the area around Yinchuan. As at 31 December 2016, the Group

supplied tap water in Yinchuan with the coverage extended to over 1.3 million residents in an area

of approximately 330 square kilometres in Yinchuan. As of 31 December 2016, the Group had

nine pieces of water supply land, 13 water supply plants, 272 deep wells, and 1,277 kilometres of

water pipeline networks (DN100mm or above) in operation. The Group’s water plants had a

combined design water processing capacity of 533,000 million tonnes per day as of 31 December

2016. For the years ended 31 December 2015 and 2016, the operating income derived from the

Group’s water supply business was RMB371.8 million and RMB430.9 million, respectively,

representing 17.3 per cent. and 19.4 per cent., respectively, of the Group’s operating income. For

the years ended 31 December 2015 and 2016, gross profit generated from the Group’s water supply

business was RMB109.4 million and RMB91.1 million, respectively, representing 21.4 per cent.

and 18.3 per cent., respectively, of the Group’s total gross profits.

• Public Transportation. The Group is the sole public transportation operator in Yinchuan. It

conducts its public transportation business primarily through Yinchuan City Public Transportation

Co., Ltd（銀川市公共交通有限公司）(the ‘‘Public Transportation Company’’) in which

Municipal Construction Company holds 100.0 per cent. The Group’s public transportation network

covers the downtown area of Yinchuan and nearby counties including Helan County（賀蘭縣）and

Yongning County（永寧縣）, representing approximately 60% of the urban public passenger

transportation (buses, vans and taxis) in Yinchuan. It also covers some neighbouring districts such

as Binhe New District（濱河新區）. As at 31 December 2016, the Group had 1,818 public vehicles

operating in 125 routes, with a total length of routes amounting to 2,229.8 km, a total travelled

distance of its public vehicles of 8,444.1 km and a total passenger traffic volume of 310.0 million

person-times. For the years ended 31 December 2015 and 2016, the operating income derived from

the Group’s public transportation business was RMB211.9 million and RMB203.5 million,

respectively, representing 9.8 per cent. and 9.2 per cent., respectively, of the Group’s operating

income. Due to the public services nature of the Yinchuan bus system, the Yinchuan Municipal

Government controls the ticket fares. The operating income generated from the Group’s public

transportation business covers part of its operating costs. For the years ended 31 December 2015

and 2016, the Group’s public transportation business initially recorded losses of RMB303.5 million

and RMB271.6 million, respectively. The Yinchuan Municipal Government subsidises the Group

for the bus operations due to its public services nature. For the years ended 31 December 2015 and

2016, the government subsidies received by the Group for its public transportation business

amounted to RMB225.2 million and RMB223.4 million, respectively.

• Gas Supply. The Group operates one of the primary liquefied gas providers in Yinchuan and offers

the most comprehensive set of gas supply services in Yinchuan. It conducts its gas supply business

primarily through Yinchuan Gas Heating Co., Ltd.（銀川市煤氣供熱有限公司）(the ‘‘Gas Heating

Company’’), a wholly-owned direct subsidiary of Municipal Construction Company. Gas Heating

Company is primarily engaged in the supply of bottled liquefied petroleum gas and compressed

natural gas for automobiles for approximately 90,000 residents and some of the urban catering

industry in Yinchuan. For the years ended 31 December 2015 and 2016, the operating income

derived from the Group’s gas supply business was RMB77.3 million and RMB60.7 million,

respectively, representing 3.6 per cent. and 2.7 per cent., respectively, of the Group’s operating

income. For the years ended 31 December 2015 and 2016, gross profit generated from the Group’s

gas supply business was RMB20.9 million and RMB13.6 million, respectively, representing 4.1

per cent. and 2.7 per cent., respectively, of the Group’s total gross profits.

• Bookstore Operation. The Group is the largest state-owned bookstore operator in Yinchuan with

60 years of operating experience and its sales volume of books accounted for over 80% of the total

sales volume of the region for the calendar year ended 31 December 2016. It conducts its
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bookstore business primarily through its wholly-owned direct subsidiary, Yinchuan Xinhua

Bookstore Co., Ltd.（銀川新華書店有限公司）(the ‘‘Bookstore Company’’). The Group’s

bookstore business includes the sales of books, audio-visual products and stationery. For the years

ended 31 December 2015 and 2016, the operating income derived from the Group’s bookstore

operation business was RMB104.3 million and RMB106.1 million, respectively, representing 4.8

per cent. and 4.8 per cent., respectively, of the Group’s operating income. For the years ended 31

December 2015 and 2016, gross profit generated from the Group’s bookstore operation business

was RMB35.0 million and RMB30.9 million, respectively, representing 6.8 per cent. and 6.2 per

cent., respectively, of the Group’s total gross profits.

• Other businesses. The Group is also engaged in other business operations including, among others,

secured transport service, real property, tourism, advertising, property leasing and management,

sewage treatment and financial services. For the years ended 31 December 2015 and 2016, the

operating income derived from the Group’s other businesses was RMB345.5 million and

RMB408.1 million, respectively, representing 16.0 per cent. and 18.4 per cent., respectively, of

the Group’s operating income. For the years ended 31 December 2015 and 2016, gross profit

generated from the Group’s other businesses was RMB218.6 million and RMB231.9 million,

respectively, representing 42.7 per cent. and 46.6 per cent., respectively, of the Group’s total gross

profits.

COMPETITIVE STRENGTHS

Excellent location with great social and economic development potential;

The largest investment platform for infrastructure development and construction wholly-owned by the

Yinchuan SASAC;

Diversified business portfolio and asset base to provide stable return to the Group;

Diversified sources of funding and strong credit position; and

Experienced management team with sound corporate governance.

BUSINESS STRATEGIES

Actively respond to the ‘‘One Belt, One Road’’ initiative of the PRC government and continue to focus

on municipal infrastructure development in Yinchuan;

Further enhance the Group’s core competitive advantages in its business industries with support from

local government;

Continue to diversify the Group’s businesses and to expand into industries that provide synergies with

the Group’s core businesses;

Continue to centralise the management of the Group’s capital;

Improve risk management system and adopt strict risk control measures; and

Attract, motivate and cultivate high-quality talent.

Recent Development

The Group’s total liabilities were RMB26.7 billion as at 31 May 2017. The Group’s other payables

increased by RMB6.2 billion from 31 December 2016 to 31 May 2017; correspondingly, the Group’s

currency funds increased by RMB2.1 billion and other current assets increased, mainly in the form of

financial products, by RMB3.8 billion for the same period.
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THE OFFERING

The following summary contains some basic information about the Bonds 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 the Terms and Conditions and the

‘‘Summary of Provisions Relating to the Bonds while in Global Form’’ shall have the same meanings in

this summary. For a complete description of the terms of the Bonds, see ‘‘Terms and Conditions of the

Bonds’’ in this Offering Circular.

The offering of the Bonds contemplated hereby will be made pursuant to the Subscription Agreement (as

defined in ‘‘Subscription and Sale’’).

Issuer . . . . . . . . . . . . . . Yinchuan Tonglian Capital Investment Operation Co., Ltd.（銀川通聯資

本投資運營有限公司）.

Bonds . . . . . . . . . . . . . . U.S.$300,000,000 3.50 per cent. Bonds due 2020

Issue Price . . . . . . . . . . . 99.471 per cent.

Form and Denomination . The Bonds will be issued in registered form in denominations of

U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof.

Interest . . . . . . . . . . . . . The Bonds will bear interest from 27 January 2018 at the rate of 3.50 per

cent. per annum, payable semi-annually in arrear on 27 January and 27

July in each year.

Issue Date . . . . . . . . . . . 27 July 2017.

Maturity Date . . . . . . . . 27 July 2020.

Status of the Bonds . . . . The Bonds will constitute direct, general, unconditional and (subject to

Condition 3(a) (Negative Pledge) of the Terms and Conditions) unsecured

obligations of the Issuer which will at all times rank pari passu among

themselves and at least pari passu with all other present and future

unsecured obligations of the Issuer, save for such obligations as may be

preferred by provisions of law that are both mandatory and of general

application.

Negative pledge . . . . . . . The Bonds will contain a negative pledge provision as further described

in Condition 3(a) (Negative Pledge) of the Terms and Conditions.

Redemption at Maturity . Unless previously redeemed, or purchased and cancelled, the Bonds will

be redeemed at their respective principal amounts on the Maturity Date.

Taxation . . . . . . . . . . . . All payments of principal, premium and interest in respect of the Bonds

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 imposed,

levied, collected, withheld or assessed by or on behalf of the PRC or any

political subdivision thereof or any authority therein or thereof having

power to tax, unless the withholding or deduction of such taxes, duties,

assessments or governmental charges is required by law.
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Where such withholding or deduction is made by the Issuer in the PRC at

the rate applicable on 18 July 2017 (the ‘‘Applicable Rate’’), the Issuer

will pay such additional amounts as will result in receipt by the

Bondholders of such amounts after such withholding or deduction as

would have been received by them had no such withholding or deduction

been required.

In the event that the Issuer is required to make a deduction or withholding

by or within the PRC in excess of the Applicable Rate, the Issuer shall

pay such additional amounts (the ‘‘Additional Amounts’’) as will result

in receipt by the Bondholders of such amounts after such withholding or

deduction as would have been received by them had no such withholding

or deduction been required, except that no such Additional Amounts shall

be payable in the circumstances set out in Condition 7 (Taxation) of the

Terms and Conditions.

If the Issuer becomes subject at any time to any taxing jurisdiction other

than the PRC, references in these Conditions to the PRC shall be

construed as references to the PRC and/or such other jurisdiction.

Redemption for Tax

Reasons . . . . . . . . . . . The Bonds may be redeemed at the option of the Issuer in whole, but not

in part, at any time, on giving not less than 30 nor more than 60 days’

notice to the Bondholders (which notice shall be irrevocable) at their

principal amount, together with unpaid interest accrued to the date fixed

for redemption, if, immediately before giving such notice, the Issuer

satisfies the Trustee that:

(A) the Issuer has or will become obliged to pay Additional Amounts as

a result of any change in, or amendment to, the laws or regulations

of the PRC or any political subdivision or any authority thereof or

therein having power to tax, or any change in the application or

official interpretation of such laws or regulations (including a

holding by a court of competent jurisdiction), which change or

amendment becomes effective on or after 18 July 2017; and

(B) such obligation cannot be avoided by the Issuer taking reasonable

measures available to it,

provided, however, that no such notice of redemption shall be given

earlier than 90 days prior to the earliest date on which the Issuer would be

obliged to pay such Additional Amounts if a payment in respect of the

Bonds were then due.

Redemption for Change

of Control . . . . . . . . . At any time following the occurrence of a Change of Control, each

Bondholder will have the right, at such Bondholder’s option, to require

the Issuer to redeem all but not some only of that Bondholder’s Bonds on

the Put Settlement Date at 101 per cent. of their principal amount,

together with accrued interest to such Put Settlement Date.

A ‘‘Change of Control’’ occurs when the Controlling Person ceases to

have Control of the Issuer or its successor entity;
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‘‘Control’’ means (where applicable) (i) the ownership, acquisition or

control of not less than 100 per cent. of the voting rights of the issued

share capital of the Issuer, whether obtained directly or indirectly or (ii)

the right to appoint and/or remove not less than 100 per cent. of the

members of the Issuer’s board of directors or other governing body,

whether obtained directly or indirectly, and whether obtained by

ownership of share capital, the possession of voting rights, contract or

otherwise; and

‘‘Controlling Person’’ means the State-owned Assets Supervision and

Administration Commission of the Yinchuan City（銀川市國有資產監督

管理委員會）.

Redemption for No

Registration Event . . . At any time following the occurrence of a No Registration Event, each

Bondholder will have the right, at such Bondholder’s option, to require

the Issuer to redeem all, but not some only, of that Bondholder’s Bonds

on the No Registration Put Settlement Date at 100 per cent. of their

principal amount, together with accrued interest up to (but excluding) the

No Registration Put Settlement Date.

‘‘No Registration Event’’ occurs when the Registration Documents are

not received by the Trustee on or before the Registration Deadline.

Events of Default . . . . . . Upon the occurrence of certain events as described in Condition 8 (Events

of Default) of the Terms and Conditions, the Trustee at its discretion may

and, if so requested in writing by holders of at least one quarter of the

aggregate principal amount of the outstanding Bonds and/or if so directed

by an Extraordinary Resolution of the Bondholders, shall (subject to the

Trustee having been indemnified and/or provided with security and/or pre-

funded to its satisfaction) give written notice to the Issuer declaring the

Bonds to be immediately due and payable, whereupon they shall become

immediately due and payable at their principal amount together with

accrued interest without further action or formality.

Cross-default . . . . . . . . . The Bonds will contain a cross-default provision as further described in

Condition 8(c) (Cross-default of Issuer or Subsidiary) of the Terms and

Conditions.

Clearing Systems . . . . . . The Bonds will be represented by beneficial interests in a Global Bond

Certificate in registered form, which will be registered in the name of a

nominee of, and shall be deposited with, a common depository for

Euroclear and Clearstream. Beneficial interests in the Global Bond

Certificate will be shown on and transfers thereof will be effected only

through records maintained by Euroclear and Clearstream. Except in the

limited circumstances described in the Global Bond Certificate, owners of

interests in Bonds represented by a Global Bond Certificate will not be

entitled to receive individual Bond Certificates in respect of their

individual holdings of Bonds. The Bonds are not issued in bearer form.
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Clearance and

Settlement . . . . . . . . . The Bonds have been accepted for clearance by Euroclear and

Clearstream under the following codes:

ISIN: XS1640820160.

Common Code: 164082016.

Governing Law . . . . . . . English law.

Trustee and Principal

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

Registrar and

Transfer Agent . . . . . . The Bank of New York Mellon SA/NV, Luxembourg Branch

Listing . . . . . . . . . . . . . Application has been made to the Hong Kong Stock Exchange for the

listing of, and permission to deal in, the Bonds on the Hong Kong Stock

Exchange by way of debt issues to professional investors (as defined in

the Securities and Futures Ordinance (Cap. 571) of Hong Kong) only.

Rating . . . . . . . . . . . . . . The Bonds are expected to be rated ‘‘Baa3’’ by Moody’s. A rating is not a

recommendation to buy, sell or hold the Bonds. A rating is subject to

revision or withdrawal at any time by the rating agency.

Further Issues . . . . . . . . The Issuer may from time to time, without the consent of the Bondholders

and in accordance with the Trust Deed, create and issue further bonds

having the same terms and conditions as the Bonds in all respects (or in

all respects except for the first payment of interest and the timing for

reporting to the NDRC) so as to form a single series with the Bonds, as

the case may be, as further described in Condition 14 (Further Issues) of

the Terms and Conditions.

Use of Proceeds . . . . . . . See ‘‘Use of Proceeds’’.

7



SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The summary consolidated financial information of the Group as at and for the years ended 31

December 2015 and 2016 set forth below has been extracted from the Company’s Consolidated Financial

Statements as at and for the years ended 31 December 2015 and 2016, which are included elsewhere in

this Offering Circular. The Company’s Consolidated Financial Statements as at and for the years ended

31 December 2015 and 2016 were prepared and presented in accordance with PRC GAAP and have

been audited by Da Hua in accordance with Auditing Standards for Certified Public Accountants in

China. PRC GAAP are substantially in line with IFRS, except for certain modifications which reflect the

PRC’s unique circumstances and environment. Based on the Company’s enterprise’s accounting policy,

there are no material differences between PRC GAAP and IFRS with respect to the determination of the

Company’s consolidated financial position as at 2015 and 2016 and results of operations for the years

ended 31 December 2015 and 2016. The Sole Global Coordinator and the Joint Lead Managers and Joint

Bookrunners can give no assurance that the information contained in the Company’s Consolidated

Financial Statements is accurate, truthful or complete. Prospective investors should seek advice from

their financial and tax advisors if they have any doubt about the differences.

The summary consolidated financial information as set forth below should be read in conjunction with,

and is qualified entirely by reference to, the relevant consolidated financial statements of the Group and

the notes thereto included elsewhere in this Offering Circular.

8



Summary Consolidated Income Statement of the Group

For the Year Ended

31 December

2015 2016

(Audited) (Audited)

(RMB in millions)

Total income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,152.8 2,221.0

Including: Operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,152.8 2,221.0

Including:

Income from main operation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,064.0 2,033.4

Income from other operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 88.8 187.6

Total operating costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,202.8 2,539.1

Including: Operating costs . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,640.8 1,723.9

Including:

Cost of main operation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,605.1 1,623.5

Cost of other operations . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 35.7 100.4

Business taxes and surcharges . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 57.4 27.7

Sales expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 158.2 177.1

Administrative expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 197.6 172.6

Financial expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 148.1 438.3

Including:

Interest expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 155.7 459.2

Interest income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11.4 24.4

Loss on impairment of assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.7 (0.6)

Others

Add:

Investment income/(loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (11.8) 18.8

Operating profit. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . (61.8) (299.3)

Add: Non-operating income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 555.7 793.3

Including:

Gain from disposal of non-current assets. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.0 1.4

Government grants . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 533.5 789.4

Less: Non-operating expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.2 5.4

Including:

Losses from disposal of non-current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 15.1 4.4

Profit before tax (or less: total loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 476.7 488.6

Less: Income tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 68.5 70.6

Net profit . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 408.2 418.0

Net profit attributable to owners of the parent company . . . . . . . . . . . . . . . . . . . . . . . 298.2 461.1

Profit or loss attributable to minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 110.0 (43.1)

Total comprehensive income/(loss) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 408.2 418.0

Total comprehensive income attributable to owners of the parent company . . . . . . . . . . 298.2 461.1

Total comprehensive income attributable to minority interests . . . . . . . . . . . . . . . . . . . 110.0 (43.1)
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Summary Consolidated Balance Sheet of the Group

As at 31 December

2015 2016

(Audited) (Audited)

(RMB in millions)
Current Assets:

Cash and cash equivalents . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,232.7 3,038.3

Notes receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.3 0.4

Accounts receivable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 283.9 83.3

Prepayments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,476.8 5,734.7

Interest receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.2 –

Dividend receivables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 3.9

Other receivables. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9,497.5 4,402.1

Inventories . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 754.5 812.1

Including:

Raw materials . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.8 38.0

Products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 38.9 41.9

Other current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 358.6 907.3

Total Current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25,604.5 14,982.2
Non-current Assets:

Financial assets available-for-sale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,353.8 8,385.0

Long-term equity investments . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 464.9 1,242.1

Investment properties . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 27.9 67.8

Cost of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,414.0 3,551.4
Less: Accumulated depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 974.1 1,163.5

Net carrying amount of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,439.9 2,387.9

Less: Provision for impairment of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.4 1.4

Net carrying value of fixed assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,438.5 2,386.4

Constructions in process . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,681.6 9,599.6

Intangible assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,760.6 4,620.6

Long-term deferred expenses . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 14.8 10.0

Deferred tax assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.5 1.3

Other non-current assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10.0 10.0

Total Non-current Assets . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,753.5 26,323.0
TOTAL ASSETS . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,358.0 41,305.1
Current Liabilities:

Short-term Loans. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,648.0 1,010.0

Notes Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30.0 50.0

Accounts Payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 262.5 291.5

Receipts in advance . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200.0 211.5

Employee benefits payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 23.5 28.9

Including: Salary payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 22.7 27.1
Taxes and fees payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 356.2 438.6

Including: Taxes payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 351.8 431.6

Interest payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300.1 307.3

Other payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,988.0 3,066.5

Non-current liabilities due within one year . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 920.5 2,349.0

Other current liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – 500.0

Total Current Liabilities. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,728.8 8,253.3
Non-current Liabilities:

Long-term borrowings . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 11,735.6 3,190.6

Bonds payable . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,598.8 7,623.1

Special payables . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 118.0 273.3

Deferred income . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 7.3 22.4

Deferred tax liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8.2 5.5

Other non-current liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 273.1 562.1

Total Non-current Liabilities . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 19,741.0 11,677.1
TOTAL LIABILITIES . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 26,469.8 19,930.4
Owners’ Equity:

Paid-up capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,055.6 12,705.6

Including: National capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,055.6 12,705.6
Net carrying amount of paid-up capital . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 10,055.6 12,705.6

Capital reserves. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,732.0 6,161.7

Special reserves. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1.7 2.8

Surplus reserves . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1 3.1

Including: statutory surplus reserve . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.1 3.1

Retained profits. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 298.1 755.6

Total equity attributable to owners of the parent company . . . . . . . . . . . . . . . . . . . . 17,087.4 19,628.8

Minority interests . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,800.8 1,745.9

TOTAL OWNERS’ EQUITY . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 18,888.2 21,374.7
TOTAL LIABILITIES AND OWNERS’ EQUITY . . . . . . . . . . . . . . . . . . . . . . . . . . . 45,358.0 41,305.1
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EBITDA Data of the Group

Year Ended 31 December

2015 2016

(RMB in millions,

except percentages)

EBITDA(1) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 902 1,306

EBITDA margin(2) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 41.90% 58.82%

EBITDA to total interest expense ratio. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5.79x 2.84x

Ratio of total debt to EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 25.72x 11.70x

(1) EBITDA for any period is calculated as profit before tax, adding back interest expenses, exchange loss, depreciation and

amortization. EBITDA is not a standard measure under PRC GAAP or IFRS. EBITDA is a widely used financial indicator

of a company’s ability to service and incur debt. EBITDA should not be considered in isolation or construed as an

alternative to cash flows, profit 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. EBITDA does

not account for taxes, interest expense or other non-operating cash expenses. In evaluating EBITDA, the Group believes that

investors should consider, among other things, the components of EBITDA such as selling and distribution costs and the

amount by which EBITDA exceeds capital expenditures and other charges. The Group has included EBITDA because the

Group believes it is a useful supplement to cash flow data as a measure of the Group’s performance and the Group’s ability

to generate cash flow from operations to service debt and pay taxes. EBITDA presented in this offering circular may not be

comparable to similarly titled measures presented by other companies. You should not compare the Group’s EBITDA to

EBITDA presented by other companies because not all companies use the same definition. The following table reconciles

the Group’s EBITDA to the Group’s operating profit, which is the most directly comparable IFRS measure:

For the Year Ended

31 December

2015 2016

(Audited) (Audited)

(RMB in millions)

Profit before tax . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 477 489

Adjustments:

Add:

Interest Expenses, Net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 156 459

Exchange Loss, Net . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0 0

Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 199 244

Amortization. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 70 114

EBITDA . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 902 1,306

(2) EBITDA margin is calculated by dividing EBITDA by total income.
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RISK FACTORS

An investment in the Bonds is subject to a number of risks. Investors should carefully consider all of the

information in this Offering Circular and, in particular, the risks described below, before deciding to

invest in the Bonds. The following describes some of the significant risks relating to the Group, its

business, the market in which the Group operates and the value of Bonds. 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 and the Group or the value of the Bonds. The Issuer believes that the risk factors

described below represent the principal risks inherent in investing in the Bonds, but the ability of the

Issuer to pay interest, principal or other amounts on or in connection with any Bonds may be affected

by some factors that may not be considered as significant risks by the Issuer 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 holding any Bonds

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

The Group’s performance is largely dependent on fiscal policies and public spending on

infrastructure by the Yinchuan Municipal Government.

The Group is the largest operation platform for state-owned capital in the Yinchuan Municipality of the

Ningxia Hui Autonomous Region in terms of assets size as at 31 December 2016. Since its

establishment in 2008, the Group has played an important role in implementing the Ningxia

government’s blueprint for urban planning and municipal construction, and has received strong financial

and operational supports from the Yinchuan Municipal Government. Its operations and investments

focus on the infrastructure development and construction in the Yinchuan Municipality of the Ningxia

Hui Autonomous Region. The Group focuses on infrastructure construction, water supply, public

transportation, gas supply and bookstore operation, especially on infrastructure construction, and a

majority of its customers are governmental agencies and state-owned enterprises. As a result, the

Group’s business and financial performance may be materially affected by changes in the Yinchuan

Municipal Government’s fiscal policies and public spending.

A number of factors can affect the nature, scale, location and timing of the Yinchuan Municipal

Government’s budgets for infrastructure development. These factors include policies and priorities of the

PRC and the Ningxia Hui Autonomous Regional Government of concerning the development of

different regions of China, the fiscal and monetary policies of the Yinchuan Municipal Government, and

public investment plans of the Yinchuan Municipal Government in infrastructure development. These

factors may be affected by changes in the economic conditions in the PRC and the Ningxia Hui

Autonomous Region generally, as well as in Yinchuan particularly. While the PRC economy has

witnessed rapid growth in the past 30 years, its development has been uneven since 2008 due to the

global financial crisis. The growth rate of China’s GDP has decreased in recent years and remained

relatively slow. Any sustained slowdown or material deterioration in China’s overall economic

conditions may increase the vulnerability of the economic conditions of Yinchuan and the fiscal

conditions of the Yinchuan Municipal Government, which could in turn materially and adversely affect

public investment plans of the Yinchuan Municipal Government in infrastructure development. If the

12



Yinchuan Municipal Government decreases or intends to decrease public spending on infrastructure

development, the Group’s business, financial condition, results of operations and prospects may be

materially and adversely affected.

Any adverse change in the economic development, social conditions, government policies or natural

conditions of Yinchuan could materially and adversely affect the Group’s business, financial

condition, results of operations and prospects.

The Group historically derived and will continue to derive substantial portion of its revenue from

Yinchuan. Due to the Group’s business concentration in Yinchuan, any economic slowdown in Yinchuan

could reduce the demand for the Group’s products and services. Furthermore, the Yinchuan Municipal

Government has adopted preferential policies in a number of industries where the Group operates and

has offered the Group various forms of governmental support. There is no assurance that the Yinchuan

Municipal Government will not change or terminate such preferential policies or governmental support.

Any adverse change in the economic development, social conditions or government policies in Yinchuan

could materially and adversely affect the Group’s business, financial conditions, results of operations

and prospects.

The Yinchuan Municipal Government exerts significant influence on the Group, and could cause the

Group to make decisions or modify the scope of its operations, or impose new obligations on the

Group, which may not be in the Group’s best interests or aim to maximise the Group’s profits.

The Group is wholly-owned by the Yinchuan SASAC and, accordingly, the Yinchuan Municipal

Government can exert significant influence on the Group’s major business decisions and strategies,

including the scope of its operations, investment decisions and dividend policy. There is no assurance

that the Yinchuan SASAC would always make decisions in the Group’s best interests or with the aim of

maximising the Group’s profits. For example, the Yinchuan SASAC may influence the Group’s business

and strategy in a manner beneficial to Yinchuan as a whole, which may not necessarily be in the

Group’s best interests. The Yinchuan Municipal Government could also change its policies, plans,

preferences, views, expectations, projections, forecasts and opinions, as a result of changes in the PRC’s

economic, political and social environment, its projections of population and employment growth. Any

such change may have a material adverse effect on the Group’s business, financial condition, results of

operations and prospects.

The Group faces risks associated with the collaboration with government authorities and state-owned

entities.

As the largest operation platform for stated-owned capital in the Yinchuan Municipality of the Ningxia

Hui Autonomous Region in terms of asset size as at 31 December 2016 wholly-owned by the Yinchuan

SASAC, the Group collaborates with a number of government authorities and state-owned entities in

Yinchuan and other regions in the PRC. Although the Group believes that it currently maintains close

and good relationships with these authorities and entities, there is no assurance that these relationships

will remain close and good in the future. These government authorities and state-owned entities may (i)

have economic or business interests or consideration that are inconsistent with the Group’s; (ii) take

actions contrary to the Group’s requests, policies or objectives; (iii) be unable or unwilling to fulfil their

obligations; (iv) have financial difficulties; or (v) have disputes with the Group as to the contractual

terms or other matters. In case disputes arise between the Group and any of these government authorities

or state-owned entities, there is no assurance that the Group is able to successfully resolve such disputes

in a timely manner. In addition, disputes with public bodies may last for a much longer time than those

with private parties, which may also delay payments of compensation. Any of these could materially and

adversely affect the relationships between the Group and government authorities and state-owned

entities, which may in turn materially and adversely affect the Group’s business, financial condition,

results of operations and prospects.
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Changes in government grants, subsidies or other incentives currently received by the Group may

adversely affect the Group’s business, results of operations and financial conditions.

For the years ended 31 December 2015 and 2016, the Group received government grants and subsidies

of RMB533.5 million and RMB789.4 million, respectively. There is no assurance that such government

grants or subsidies will not be reduced or revoked, or extended upon expiration of the current

preferential treatment periods. There also can be no assurance that the Group will be entitled to other

government grants or subsidies in future. As a result, the Group is subject to the risk of fluctuation in

operational income due to the unstable nature of governmental subsidies, as well as the fact that these

amounts are a significant proportion of the Group’s overall revenues. A reduction or discontinuance of

such government grants, subsidies and other incentives may materially and adversely affect the Group’s

financial condition and results of operations.

The Group’s business operations is subject to extensive regulation at various levels of government and

any failure to comply with applicable laws, rules and regulations, including obtaining any necessary

permits or approvals for the Group’s operations, may adversely affect the Group.

The Group’s business activities are extensively regulated by planning policies and other laws and

regulations of various levels of the PRC Government. The Group’s business requires approvals, licenses

or permits from the relevant governmental authorities, which takes time to obtain. Failures to obtain the

necessary approvals, licenses or permits in a timely manner could result in regulatory or administrative

penalties. As at 31 December 2016, the Group has obtained all the relevant material permits or licenses

required for its business. However, new laws, regulations or policies may come into effect from time to

time with respect to infrastructure construction, water supply, public transportation, gas supply,

bookstore operation and other industries relevant to our businesses in general, the development program

or the particular processes with respect to the granting of approvals, licenses or permits. Complying with

such laws, regulations or policies may require substantial expense and may delay the completion of the

Group’s projects. In case of any non-compliance, the Group may have to incur significant expense and

divert substantial management time to resolve any deficiencies.

The Group’s ability to maintain or increase its pipeline of various projects and to develop and manage

projects is contingent upon, among other things, its obtainment and maintenance of all required licenses,

permits and authorisations. As the date of the Offering Memorandum, the Group is in the process of

obtaining or renewing certain licenses or permits. There is no assurance that the Group will successfully

obtain, renew and fulfil the conditions precedent for all of the Group’s required material permits and

approvals in the future. Any failure to comply with applicable laws, rules and regulations, including

obtaining any necessary permits or approvals, may have a material adverse effect on the Group’s

business, financial condition and results of operations.

The Group is required to comply with extensive environmental, safety and health laws and regulations

and quality control standards. Any failure to comply with these regulations or standards may result in

suspension of operations, failure in evaluation, substantial penalties and fines, suspension or

revocation of licenses or permits, termination of government contracts, administrative proceedings or

litigation.

The Group is required to comply with extensive environmental, safety and health laws and regulations

promulgated by the PRC Government, as well as quality control standards. Given the magnitude and

complexity of these laws and regulations, compliance with them or the establishment of effective

monitoring systems may be onerous or require a significant amount of financial and other resources. If

the Group fails to comply with these laws, regulations and industry standards applicable to its

operations, the Group could be subject to suspension of operations, failure in evaluation when delivering

the project, substantial penalties, fines, suspension or revocation of licenses or permits, termination of

government contracts, administrative proceedings or litigation. The Group has been penalized for a

safety accident. Such events could have a material adverse effect on the Group’s business, results of
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operations, financial condition and reputation. As these laws and regulations continue to evolve, there is

no assurance that the PRC Government will not impose additional or more onerous laws or regulations,

compliance with which may cause the Group to incur significantly increased costs.

The Group depends on third-party subcontractors for its infrastructure development projects.

The Group often engages third-party subcontractors to provide construction services for large

infrastructure development projects. The Group maintains relationships with a number of qualified

subcontractors. While the Group has established a system with respect to the selection and control of

subcontractors, it may not be able to monitor the performance of these subcontractors as directly and

efficiently as it does with its own staff. As such, the engagement of subcontractors is subject to certain

risks, including difficulties in overseeing the performance of such subcontractors in a direct and

effective manner, failure to complete a project where the Group is unable to hire suitable subcontractors,

or losses as a result of unexpected subcontracting cost overrun. As subcontractors generally have no

direct contractual relationship with the Group’s clients, the Group is subject to risks associated with non-

performance, late performance or poor performance by its subcontractors. As a result, the Group may

experience deterioration in the quality of its projects, incur additional cost, or be exposed to liability in

relation to the performance of subcontractors under the relevant contracts, which may have an impact on

its profitability, financial condition and reputation, and may result in litigation or damages claims. In

addition, qualified subcontractors may not always be readily available when the need for additional

services or labour arises. If the Group is unable to hire qualified subcontractors or additional part-time

labours, the Group’s ability to take on additional projects or complete its current projects on time could

be impaired. Furthermore, if the Group needs to terminate the engagement of a contractor, the Group

may not be able to find a replacement contractor on suitable terms, if at all, and the timetable for

completing projects could be affected. Any such events could have a material adverse effect on the

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

The Group’s business operations are capital intensive and any failure of the Group to obtain

sufficient capital resources on acceptable terms or in a timely manner may adversely affect its

business and prospects.

A significant portion of the Group’s business are capital intensive. The Group operates its primary

businesses under a business model with high upfront capital requirements that are gradually offset by

earnings in the middle and later stages of the projects. The Group expects to incur significant initial

capital expenditures during the early stage of the construction period of its projects as it may be required

to pay for certain costs and expenditures prior to receiving payment from its customers. As a result, the

Group does not anticipate net operating cash inflow at the initial stages of a project in relation to its

primary business.

To the extent the Group does not have sufficient internal cash flows and financial resources to fund

capital commitments associated with its projects, the Group will need to obtain alternative funding from

third party sources. The Group’s ability to access such funding depends on a number of factors,

including its historical performance, financial condition, and the market’s perception of its current and

future earnings. In addition, certain PRC Government actions and policy initiatives may limit the

Group’s ability to use bank loans to finance its construction development projects and therefore it may

need to maintain a higher level of internally sourced cash for the expansion of business.

As at 31 December 2015 and 2016, the Group’s total borrowings were RMB22,932.9 million and

RMB14,222.7 million, respectively. Total borrowings include short term and long term loans, notes

payable, bonds payable and non-current liabilities maturing within one year. Any material adverse

change in the Group’s cash flows from operating activities may affect its ability to obtain any necessary

external financing or credit on terms acceptable to it, or at all. If the Group is unable to obtain sufficient

financing on a timely basis or at reasonable cost, the Group may not be able to undertake new projects,

which could have a material adverse effect on its business, financial condition and results of operations.
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There is no assurance that the Group’s internal resources and external borrowings will be sufficient to

finance all of its continued or planned capital expenditures going forward. If the Group fails to obtain

sufficient funding on commercially reasonable terms, its liquidity, business, financial condition, results

of operations and growth prospects may be materially and adversely affected.

Significant indebtedness may restrict the Group’s business activities and increase the Group’s

exposure to various operational risks.

The Group relies on external borrowings to satisfy a portion of its capital requirements and, therefore,

the Group has significant outstanding indebtedness. As at 31 December 2016, the Group had an

outstanding balance of debt financing instruments of RMB11.2 billion, comprising corporate debt of

RMB5.3 billion, medium term notes of RMB2.4 billion, short-term financing notes of RMB0.5 billion

and privately placed debt financing instruments of RMB3.0 billion. See ‘‘Capitalisation and

Indebtedness’’.

Substantial indebtedness could significantly impact the Group’s businesses, such as:

• dedicate part of the Group’s operating cash flow to service its indebtedness;

• increase the Group’s financing costs, thus affecting the Group’s overall profitability;

• limit the Group’s ability to adapt to changes in business operations and the market fluctuation;

• together with the financial and other restrictive covenants, among other things, limit the Group’s

ability to generate additional borrowings; and

• increase the Group’s vulnerability to adverse general economic and industrial conditions.

For the years ended 31 December 2015 and 2016, the Group’s finance expenses totalled RMB148.1

million and RMB438.3 million, respectively. Some of the Group’s indebtedness are secured by

encumbrances over its assets such as mortgages over buildings, and pledges over the Group’s

subsidiaries’ enterprise beneficial rights, designated accounts and/or account receivables. As at 31

December 2016, the Group’s total secured indebtedness totalled RMB4,684.7 million. These third-party

security rights may limit the Group’s rights over these assets and adversely affect its operational

efficiency. In the future, as the Group’s operations continue to expand and its capital requirements

continue to grow, the Group may from time to time incur substantial indebtedness, which may in turn

increase the Group’s pressure to control its borrowings. In the event that the Group fails to keep its

indebtedness under a certain level, the funds available for various other business purposes may be

limited, and its business, financial condition and results of operations may be materially and adversely

affected.

In addition, the Group guarantees for the benefit of its subsidiaries and third parties from time to time

and accordingly incurs contingent liabilities. As at 31 December 2016, the total guaranteed indebtedness

for the benefit of the Group’s subsidiaries and third parties amounted to RMB1,014.0 million and

RMB609.2 million, respectively. Such contingent liabilities may materially and adversely affect the

Group’s business, financial condition and results of operations in case the creditors request payment

from the Group. Furthermore, most of the guarantees do not explicitly prescribe grace period, during

which the Group may request primary obligors to repay relevant indebtedness before execution of

guarantees. As at 31 December 2016, the Group had not received any notice from creditors under these

guarantees claiming default or requesting the Group’s payments. However, there is no assurance that the

Group will not receive such claim or request in the future, which could materially and adversely affect

the Group’s business, financial condition and results of operations.
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Certain of the Group’s subsidiaries’ loan agreements contain restrictive covenants, which prevent these

subsidiaries from, among other things, incurring or guaranteeing additional indebtedness, declaring

dividends on capital stock, purchasing or redeeming capital stock or making investments. Failure to

comply with these restrictive covenants could lead to a default under these agreements. A default under

one loan agreement may cause acceleration of repayment or default of another. Certain of the Group’s

subsidiaries have deferred and may defer in the future their indebtedness with creditors, which may

contain additional and more stringent covenants or trigger cross-acceleration or cross-default provisions

under other agreements. In this event, the Group’s assets and cash flow may not be sufficient to repay in

full all of the indebtedness due and payable, or that it would be able to find alternative financing.

All of the Group’s infrastructure construction development projects are based in a single geographical

region.

All of the Group’s current and anticipated infrastructure construction development projects are located in

Yinchuan Municipal. Any material region-wide adverse events may negatively impact the demand for

infrastructure construction development in Yinchuan Municipal, which would in turn affect revenue and

profitability. Such adverse events include changes in economic conditions and the regulatory

environment, changes in the government’s development plans and policies in Yinchuan Municipal,

slowdown in the infrastructure construction sector, decrease in investor confidence within the region,

significant natural disasters and man-made 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

adverse events, which may materially and adversely affect the Group’s business, financial condition and

results of operations.

Price fluctuations and supply shortages of construction materials or utilities may cause a substantial

disruption to the Group’s business and results of operations.

Due to the Group’s large scale of operations, it requires large quantities of construction materials to

support its infrastructure construction development business and therefore it is important for the Group

to secure reliable supplies of raw materials in order to maintain a high level of construction materials

output with high quality standard. The Group sources these raw materials externally, and purchases

these raw materials based on prevailing market prices. Price volatility caused by external conditions are

beyond the Group’s control. These include market price fluctuations or changes in government policies.

There is no assurance that the Group’s key suppliers will continue to provide the Group with raw

materials at reasonable prices or at the level of quality required by the Group’s infrastructure

construction development business. If the prices of raw materials required by the Group’s for its

businesses increase significantly or the quality of the raw materials supplied to the Group are sub-

standard, or if there is any material disruption to the supply of raw materials to the Group this could

have a material adverse effect on the business, financial condition and results of operations of the

Group’s businesses.

The Group’s operates a number of diversified business segments and is exposed to business, market

and regulatory risks relating to different business segments.

The Issuer has a number of principal business segments of the Group including (i) infrastructure

construction development (ii) water supply (iii) public transportation (iv) gas supply (v) bookstore

operation and (vi) other businesses. The Issuer has a number of portfolio companies operating in

multiple industries and markets. As a result, 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, markets and geographic areas 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. In addition, due to the large number of the Group’s

portfolio companies, successful operation of the Group requires an effective management system. As the

Group continues to grow its businesses and expand into various industries, the Group’s operations may
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become more complex, which would increase the difficulty of implementing its management system.

The Issuer may provide direct funding, guarantees and other support to certain of its portfolio companies

from time to time. For example, the Issuer may provide shareholder loans to, or act as a guarantor for

the borrowings of, certain portfolio companies. If a portfolio company defaults on any borrowings lent

or guaranteed by the Issuer, the Issuer will not receive the repayment as planned or the relevant lender

may exercise its right under the guarantee to demand repayment from the Issuer. The occurrence of

either of these types of events may result in a funding shortage at the Issuer level and may materially

and adversely affect the Issuer’s ability to provide financial support to its other portfolio companies. If

the Issuer’s financial or non-financial support ceases or diminishes for any reason, the operations of the

relevant portfolio companies may be materially and adversely affected, which in turn may have a

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

The Group faces management risks due to its numerous business segments and subsidiaries.

The Group has multiple business segments and 37 subsidiaries under its control. Although the Group

conducts most of its business in Yinchuan, the diversification of its business and therefore its assets and

management may create difficulties for the Group to manage its assets and financials, to exchange

information internally and to coordinate among different businesses teams. The inherent management

risks of the Group could have a material adverse effect on the business, financial condition and results

of operations of the Group’s businesses.

The Group’s existing bank borrowings are, and future bank borrowings may be, subject to interest

rate fluctuations, which could affect the Group’s ability to fulfil its debt obligations.

The majority of the Group’s existing bank borrowings carry variable interest rates ranging from 100.0

per cent. to 120.0 per cent. of the benchmark rate for the relevant standard loans as published by the

PBOC. In recent years, the PRC Government from time to time adjusted interest rates to control the

level of market liquidity and the PRC economy. Any material fluctuation in the benchmark lending

interest rate could have a material impact on the Group’s interest payables under its bank loans and in

turn affect its results of operations. The Group’s future loan facilities will also carry interest rates based

on the PBOC benchmark lending rate and subject to market conditions. There is no assurance, as a

result of any increase in the PBOC benchmark rate or otherwise, the Group will be able to service its

existing bank borrowings as they become due or obtain sufficient additional bank borrowings going

forward on commercially acceptable terms, or at all, which could have a material adverse effect on the

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

Delays or defaults in progress payments by customers to the Group may affect its working capital and

cash flow.

Certain of the Group’s infrastructure development and some other projects last for long time before

completion. The contracts between the Group and its customers usually allow the latter to make

payments by instalments, in accordance with project milestones. However, the Group incurs costs

associated with projects, such as materials, equipment and labour costs, on an ongoing basis, and thus

bears expenditures itself before receipt of payments.

Delays in progress payments by customers may increase the Group’s working capital needs. Customers

of the Group’s construction projects are primarily local governments, some of which have been spending

and borrowing heavily over the recent years. Defaults in payments to the Group by its customers could

materially and adversely affect the Group’s financial condition and results of operations. The Group may

file a claim for compensation of losses, but settlement of disputes generally takes time and other

resources, and the outcome is often uncertain. As at 31 December 2016, there has been no delays or

defaults that has materially adversely affected the Group. However, there is no assurance that the Group

will continue to receive progress payments from its customers on a timely basis, or at all, which may

have a material and adverse effect on the Group’s business, financial conditions and results of

operations.
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The Group may be unable to accurately estimate or control its costs or the scope of work that it is

required to perform, which may change for reasons beyond its control.

The Group is required, under the relevant contracts, to complete a project for a fixed price which is

settled prior to commencement of the work. The Group’s cost estimates for project completion are

subject to a number of assumptions, including future economic conditions, actual cost and availability of

labour and raw materials and subcontractors’ performance. These assumptions may prove to be

substantially different from the original estimates. Fixed price contracts also involve other variables and

risks including delays caused by failures to fulfil construction conditions or site preparation as

scheduled, inclement weather, geological or maritime issues, technical issues and failure to obtain

requisite permits and approvals. Cost overruns can result in lower profits or a loss on a project, and

therefore may have a material adverse effect on the Group’s business, financial condition, results of

operations and prospects.

In addition, from time to time, the Group may need to perform extra work or work due to change of

design for non-technical reasons after the design plan is confirmed. This may result in disputes over

whether the work performed is beyond the scope of work in the original project specifications, or over

what price the customer should pay for the extra work. Even when the client agrees to pay for the work,

the Group may be required to advance the cost of such work for a lengthy period of time until the

design change is approved and funded by the project owner. In addition, any delay caused by the extra

work may impact the progress of the Group’s projects and its ability to meet specific project milestones.

The Group may also incur costs due to design changes not approved by the project owner or contract

disputes. There is no assurance that the Group will be able to recover the cost of the work in full or at

all, which may lead to business disputes, or may otherwise adversely affect the Group’s business,

financial condition, results of operations and prospects. Moreover, the performance of the work may

cause delays in the Group’s other project commitments and may have a negative impact on its ability to

meet the specified deadlines of other projects.

On the other hand, certain of the Group’s contracts may also include price adjustment clauses, which

permit the Group to negotiate with project owners or clients for compensation under certain

circumstances, such as a change in laws, regulations and policies that affect the contract price or price

adjustments announced by the authorities overseeing costs. However, even for contracts that contain

price adjustment clauses, the Group is generally required to bear a portion of the increased costs. There

is no assurance that the Group will be able to recover the costs arising from change in scope of work

caused by a project owner. This may lead to business disputes and may materially and adversely affect

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

The Group may not be able to successfully manage its growth.

The Group consists of a number of companies in various industries. As the Group continues to grow, its

operations will become more widespread and diversified. The Group, in order to improve operation

results and prevent non-compliance, may face increasing challenges to operate and monitor its different

business segments. The Group may need to continue to improve its managerial, technical, operational

and other abilities, and to implement an effective management and internal control system, which may

require additional sources. Moreover, the Group, may encounter capital constraints, construction delays,

operational difficulties and lack of enough skilled personnel during its expansion. Failure of the Group

to implement its expansion plans in a timely manner could adversely affect its ability to maintain and

increase its profitability, which could have a material adverse effect on its business, financial condition,

operating results and prospects.
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The Group’s failure to attract and retain key management members could adversely affect its ability to

manage business.

The Group depends on the experience and expertise of the key members of its management team. The

Group relies on its own ability to identify, hire and retain qualified personnel for its different business

segments. However, the Group faces intense competition for qualified personnel from large state-owned

enterprises, private local companies and international companies. While the Group attempts to provide

competitive compensation packages to attract and retain key management members, many of its

competitors may have greater resources and more experience than the Group, making it difficult for the

Group to compete successfully for personnel retention and new hires. The Group’s failure to attract and

retain key management members could materially adversely affect its results of operations and prospects.

Loss of key management members could materially and adversely affect the Group’s ability to manage

its business.

If the Group fails to maintain effective internal controls and sound corporate governance, its

business, financial condition, results of operations and reputation could be materially and adversely

affected.

The Group has implemented various measures to improve and optimise its internal controls and

corporate governance. The Company has a supervisory committee consisting of two members, one of

whom was appointed by the Yinchuan SASAC. The Group established an internal system to enhance

information confidentiality and employee training. However, the Group’s internal control system may

have deficiencies and there is no assurance that all such measures can be effective. The Group’s efforts

to improve and optimise its internal controls and corporate governance require increased costs and

significant management time and commitment. If the Group fails to maintain effective internal controls

and corporate governance, its business, financial condition, results of operations and reputation could be

materially and adversely affected.

The Group strives to implement its internal control measures, corporate governance and operational and

safety standards to its subsidiaries and affiliated companies in a uniform manner. However, given the

large number of the Group’s subsidiaries, it may be difficult to implement internal control measures,

corporate governance and operational and safety standards to its subsidiaries and affiliated companies.

There is no assurance that the Group can effectively monitor each subsidiary and affiliated company and

prevent non-compliance. Failure to do so may result in violations of local regulations, which may

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

The Group’s insurance coverage may not adequately protect it against all operating risks.

The Group faces various operational risks in connection with its business operations, including but not

limited to:

• potential losses, destruction or damage with respect to the Group’s infrastructure construction

projects before their delivery;

• operation interruptions due to regulatory measures, operational errors, electricity outages, raw

material shortages, equipment failure and others;

• tortious acts or work-related personal injuries;

• on-site production accidents;

• credit risks relating to the its customers and other contractual third parties;

• disruptions in the global capital markets and the economy;
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• loss in investments;

• environmental accidents; and

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

The Group maintains insurance policies in line with general practices of the relevant industries in the

PRC, with policy specifications and insured limits which the Group believes are adequate. There are,

however, certain types of losses (such as losses from wars, acts of terrorism or acts of God, business

interruption, property risks and third party (public) liability) generally not insured because they are

either uninsurable or not economically insurable. To the extent that the Group suffers loss or damage

that is not covered by insurance or that exceeds the limit of its insurance coverage, the Group’s results

of operations and cash flow may be materially and adversely affected. The Group cannot assure you that

the Group will not be sued or held liable for damages due to any tortious acts or other events for which

insurance is not generally available on commercially practical terms. Therefore, while the Group

believes that its practice is in line with the general practice in the PRC infrastructure construction

development industries, there may be instances when the Group will have to internalise losses, damage

and liabilities because of the Group’s lack of insurance coverage. If the Group suffer any losses,

damages or liabilities in the course of the Group’s business operations, the Group may not have

sufficient funds to cover such losses, damages or liabilities or to replace any property under

development that has been destroyed. Any such events could have a material adverse effect on the

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

Labour shortages, Labour disputes or increases of labour costs could materially and adversely affect

the Group’s business and results of operations.

The Group’s primary business, such as infrastructure construction, water supply, public transportation,

gas supply and bookstore operation, are labour intensive. The Group employs a lot of labours for its

projects. Industrial action or other labour unrest, which are beyond the Group’s foreseeability or control,

could directly or indirectly prevent or hinder normal operating activities, and, if not resolved in a timely

manner, could lead to delays in completion of the Group’s projects and affecting the Group’s business.

There is no assurance that labour unrest will not affect general labour market or result in changes to

labour laws. In recent years, work stoppages, employee suicide and other similar events in certain cities

in the PRC have caused the PRC Government to amend labour laws to enhance protection of employees’

rights. In addition, the increasing minimum wages and awareness of labour protection also increase

labour costs afforded by the PRC enterprises. There is no assurance that the Group will be able to pass

on such increases to its customers, as a majority of the Group’s customers are local governments. Failure

to do so may materially and adversely affect the Group’s business, financial condition and results of

operations.

The Group is subject to litigation risks and may face significant liabilities as a result.

The Group may from time to time involve in disputes with government authorities, incumbent residents,

contractors, suppliers, employees and other third party service providers during the course of its daily

operations. Claims may be brought against the Group for defective or incomplete work, personal

injuries, damage to or destruction of property, breaches of warranty, delay in delivery and late

completion of the project. If the Group were found liable for any of the project claims against it, its

business, financial condition and results of operations could be materially and adversely affected to the

extent the claims were not sufficiently covered by its insurance coverage.

Claims brought against the Group and by it, if not resolved through negotiation, may be subject to

lengthy and expensive litigation or arbitration proceedings. Amounts ultimately realised from claims by

the Group could differ materially from the balances included in its financial statements, resulting in a

charge against earnings to the extent profit has already been accrued on a project contract. Charges
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associated with claims brought against the Group and write downs associated with claims brought by the

Group could have a material adverse impact on its financial condition, results of operations and cash

flow.

The PRC regulatory framework governing the incurrence of financial obligations and indebtedness by

local governments and local government financing vehicles is undergoing significant change, and

may materially and adversely impact the ability of the Group to conduct its business as presently

conducted, significantly increase operating or compliance costs of the Group, or may otherwise

materially and adversely affect the business, prospects, financial condition and results of operations

of the Group.

There have been recent and major developments in laws and regulations promulgated by the PRC

government with respect to the incurrence of financial indebtedness by local governments and local

government financing vehicles, including the provision of security or guarantees by local governments

for the debt obligations of local government financing vehicles. The laws and regulations governing the

issuance of debt and guarantees by local governments, local government financing vehicles and other

state-owned or controlled enterprises is in a state of flux, are expected to continue to evolve in the near

to mid-term, and are likely to restrict or further define the circumstances in which local governments

and their controlled entities are able to issue public debt, or government-guaranteed debt.

In June 2010, the State Council of the PRC issued the Notice on Strengthening Management of

Financing Platform of Local Government（國務院關於加強地方政府融資平台公司管理有關問題的通

知）(‘‘Circular 19’’), which provides that local governments shall be required to settle the debts of their

respective financing platforms. In November 2010, the General Office of the NDRC issued the Notice

on Further Regulating Issuance of Notes by Local Government Financing Vehicles（國家發展改革委辦

公廳關於進一步規範地方政府投融資平台公司發行債券行為有關問題的通知）(‘‘Circular 2881’’),

which provides that the financing vehicles of a local government shall rely on its internal operating

cash flow to finance the payment of more than 70% of the cash requirement for repaying interest and

principal on notes issued in the PRC. Where revenues earned from the construction of public interest

projects by a local government financing vehicle represent more than 30% of its aggregate revenues,

such local government financing vehicle shall be required to submit as part of its application to the

relevant governmental authorities for the relevant approval to issue domestic notes, information on the

total amount of indebtedness incurred and/or payable by the relevant local government, as well as

information supporting the government’s ability to repay such indebtedness (including for such purposes,

indebtedness to be incurred pursuant to the proposed domestic notes issuance). In addition, Circular

2881 specifies additional requirements applicable to the provisions of Circular 19 restricting the granting

of security interests over state-owned assets by local governments to secure indebtedness incurred by its

local government financing vehicles.

In September 2014, the State Council of the PRC released the Opinion on Strengthening the

Administration of Local Government Indebtedness（關於加強地方政府性債務管理的意見）(‘‘Circular

43’’), which provides that local government financing vehicles such as the Group are no longer

permitted to function as the financing arm of the relevant local government, to incur indebtedness that

would be characterized as local government debt (being debt that is subject to any payment undertakings

or is otherwise guaranteed by the local government), and should operate and obtain financing on

commercial terms as corporate borrowers. As a result, the Group’s financing model, business model and

business scope may be impacted, which may in turn materially and adversely affect the Group’s results

of operations and financial condition. Circular 43 distinguishes between non-income generating

development projects and income generating development projects, and permits local governments to

issue government bonds in order to finance non-income generating development projects, such as the

construction of public roads and toll-free highways. Projects for the development of income-generating

assets should be developed using special purpose vehicles and financing should obtained through private

investment and indebtedness incurred for the purposes of financing such projects should not be

guaranteed by the local government. Since the release of Circular 43, certain debts of local government

22



financing vehicles have been classified as non-government debt. However, the classification of

indebtedness of local government financing vehicles as non-government debt is determined by the

relevant local government and accordingly, the interpretation and application of Circular 43 by the

various local governments may not be consistent.

Circular 43 also sets forth the general principles of dealing with existing debts of local financing

platforms. In 2014, the local counterparts of Ministry of Finance began an audit on the existing debts of

the financing vehicles of local governments whereby the existing debts of the financing vehicles

reported by the local governments were to be classified into four categories, namely (i) debts that shall

be repaid with funds of the local governments (the ‘‘First Type of Borrowings’’), (ii) debts that are

guaranteed by the local governments (the ‘‘Second Type of Borrowings’’), (iii) debts that may be

repaid by the local governments with public funds at its option when the borrowing financing vehicles

are not able to repay (the ‘‘Third Type of Borrowings’’); and (iv) debts that will not be repaid or

financed with the funds of the local governments (the ‘‘Fourth Type of Borrowings’’). For the Group’s

debts that are classified as the Third Type of Borrowings, the Group would be exposed to the risk of

non-performance by the Yinchuan Municipal Government to provide financing to the Group when the

Group is unable to repay its borrowings that have become due, which is beyond the Group’s control.

Failure by the Yinchuan Municipal Government to identify or approve all or any portion of such debts

to be repaid with local government public funds, or to honor its undertaking to provide sufficient

funding for the Group to fulfil its payment obligations may cause the Group to default under the

relevant indebtedness which in turn may have a material adverse effect on its overall financial condition,

debt-repayment ability and results of operations. For the avoidance of doubt, as confirmed by the Issuer,

Circular 43 is not applicable to the Bonds and the Yinchuan Municipal Government has no obligation to

repay any amount under the Bonds. Investment in the Bonds is relying solely on the credit risk of the

Issuer. In the event the Issuer does not fulfil its obligations under the Bonds, investors will only be able

to claim as an unsecured creditor against the Issuer, and not any other person including the Yinchuan

Municipal Government.

In April 2017, the MOF, the NDRC, the Ministry of Justice of the PRC, the PBOC and the CBRC and

the CSRC jointly promulgated Notice on Further Regulating Local Governments’ Loaning and Financing

Activities（關於進一步規範地方政府舉債融資行為的通知）(‘‘Circular 50’’), which preserves the

principal of Circular 43, and further makes clear the legality of governments’ financing activities. To

further optimize the information disclosure mechanism, when carrying out debt financing at home and

abroad, the local government financing vehicles shall voluntarily make a written declaration to the

creditor on their non-performing governmental financing function and clarify that their new debts

occurred since 1 January 2015 shall not belong to local governmental debts. Besides, Circular 50

provides that the MOF shall work with the NDRC, the PBOC, the CBRC and CSRC to construct Big

Data monitoring platforms to implement departmental information sharing and data verification of the

expenditure of the governments and financing activities of the local government financing vehicles, as

well as to jointly penalize the illegal financing activities.

The issuance of Circular 463 in December 2012 and the Decision in August 2016 has had, and is

expected to have, significant impact on the way in which the Group conducts its businesses and the

business models adopted by the Group in its business segments. Going forward, there may also be future

developments in PRC laws and regulations, or the interpretation of existing laws and regulations, that

may materially impact the way in which local government financing vehicles such as the Group carry on

their businesses and operations. Given the evolving nature of the regulatory developments in this area,

there is considerable legal uncertainty that the Group will be able to continue operating based on its

present business model, or will be able to secure financing for its operations and projects at rates

previously enjoyed, if at all. The ongoing nature of developments in this area has also resulted in there

being little precedent on the interpretation of such laws and regulations by the relevant authorities. Any

new laws and regulations, or changes in the interpretation of existing laws and regulations, may

materially and adversely affect the Group’s business, prospects, profitability, financial condition and

results of operations or may result in the Group incurring significant compliance costs.
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The Group’s businesses may be affected by an outbreak, or threatened outbreak, of any severe

contagious disease and occurrence of natural disasters which may in turn significantly reduce

demand for the Group’s services and have an adverse effect on its financial condition and results of

operations.

The Group’s business is subject to general economic and social conditions in the PRC. Natural disasters,

epidemics and other acts of God which are beyond the Group’s control may adversely affect the

economy, infrastructure and livelihood of the people in the PRC. Some regions in the PRC are under the

threat of earthquake, sandstorm, snowstorm, fire, drought, or epidemics such as Severe Acute

Respiratory Syndrome (SARS), H5N1 avian flu, human swine flu (also known as Influenza A (H1N1))

or H7N9. For instance, two serious earthquakes hit Sichuan Province in May 2008 and April 2013,

respectively and resulted in significant loss of lives and destruction of assets in the region. In addition,

past occurrences of epidemics, depending on their scale, have caused different degrees of damage to the

national and local economies in the PRC. A recurrence of SARS or an outbreak of any other epidemics

in the PRC, such as the H5N1 or the H7N9 avian flu, especially in the region where the Group has

operations, may result in material influence of the Group’s related business, which in turn may adversely

affect its financial condition and results of operations. Any period of sustained disruption to the Group’s

operation may have an adverse effect on the Group’s business, financial condition and results of

operations.

There can be no assurance of the accuracy or comparability of facts and statistics contained in this

Offering Circular with respect to the PRC, its economy or the relevant industry.

Facts and other statistics in this Offering Circular relating to the PRC, its economy or the relevant

industry in which the Group operates have been directly or indirectly derived from official government

publications and certain other public industry sources and although the Group believes such facts and

statistics are accurate and reliable, it cannot guarantee the quality or the reliability of such source

materials. They have not been prepared or independently verified by the Issuer, the Trustee, the Agents

or any of its or their respective affiliates, employees, directors, agents, advisors or representatives, and,

therefore, the Issuer, the Trustee, the Agents or any of its or their respective affiliates, employees,

directors, agents, advisors or representatives makes no representation as to the completeness, accuracy or

fairness of such facts or other statistics, which may not be consistent with other information compiled

within or outside the PRC. Due to possibly flawed or ineffective collection methods or discrepancies

between published information and market practice and other problems, the statistics herein may be

incomplete, inaccurate or unfair or may not be comparable to statistics produced for other economies or

the same or similar industries in other countries and should not be unduly relied upon. Furthermore,

there is no assurance that they are stated or compiled on the same basis or with the same degree of

accuracy as may be the case elsewhere. In all cases, 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’s business is sensitive to global economic conditions, for which a severe or prolonged

downturn would materially and adversely affect the Group.

Recent global market and economic conditions have been challenging in light of tight credit conditions

and economic stagnation or recession at various periods for many major economies. Since early 2008,

the global financial markets have been affected by a general slowdown in global economic growth,

substantial volatility in global securities markets, and volatility and tightening of liquidity in global

credit markets. In August 2011, S&P downgraded the rating for long-term United States debt to ‘‘AA+’’

from ‘‘AAA’’ for the first time in 70 years. In March 2012, the PRC government cut its forecast for

China’s GDP growth rate for 2012 to below 8% for the first time in the past eight years, which gave rise

to more worries about the health and sustainable growth of the PRC economy. In 2014, China’s GDP

growth slowed to 7.4%, on a year-on-year basis, which was the lowest in the past 15 years. In addition,

the PRC government has promulgated a series of policies and measures to control the overheating

property market and inflation of property prices in the PRC in recent years These and related events,
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coupled with the continued economic turmoil in Europe and other parts of the world, has slowed the

pace of the global economic recovery and could lead to another global economic downturn and financial

market crisis. Continued concerns about the systemic impact of potential long-term and widespread

recession, energy costs, geopolitical issues, the availability and cost of credit, and the global housing

and mortgage markets have contributed to increased market volatility and diminished expectations for

economic growth around the world. The outlook for the world economy and financial markets remains

uncertain. In Europe, several countries are facing difficulties in refinancing sovereign debt. In the United

States, the unemployment rate remains relatively high, and recovery in the housing market remains

subdued. In addition, the U.S. Federal Reserve has been implementing a quantitative easing program

whereby long-term interest rates have been kept low in order to stimulate the U.S. economy. The U.S.

Federal Reserve has been tapering such quantitative easing and no assurance can be given as to how

long such quantitative easing will continue. In December 2015, the U.S. Federal Reserve raised target

federal funds rates by 0.25 percentage points for the first time since 2006. 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. Furthermore, political unrest in Europe and

the Middle East has also contributed to economic instability and uncertainty in recent years.

The economic outlook has negatively affected business and consumer confidence and contributed to

significant levels of volatility. Global financial and economic uncertainty has affected and will continue

to affect the domestic economy in the PRC. Any recurrence of a global financial crisis, which could

potentially be sparked by the recent market volatility attributed to concerns over Greece and several

other European countries, may cause a further slowdown in the PRC economy. Moreover, continued

turbulence in the international markets and prolonged declines in consumer spending may continue to

adversely impact home owners and potential property purchasers. While the PRC government and

governments around the world have taken actions to address the global financial and economic crisis,

there can be no assurance that these actions will be effective on an ongoing basis. There can be no

assurance that the global financial and economic crisis will not reoccur, become more severe, or last

longer than anticipated, or that the securities and credit markets will not remain volatile. Any such event

could have a material adverse effect on the Group’s business, financial condition and results of

operations. The Group’s plans to expand its business lines may not be successful. The Group’s business

focus and main source of revenue has historically been infrastructure construction development. More

recently, the Group has expanded into other business segments to diversify its existing portfolio, namely

commercial real estate development, property operation and management, and overseas property. There

can be no assurance that the Group will be able to develop its newer business segments successfully and

profitably. If the Group is unable to grow its other business segments as planned, there could be a

material adverse effect on its business, financial condition and results of operations.

RISKS RELATING TO THE GROUP’S BUSINESSES

The relocation of incumbent residents and local businesses on the sites where the Group’s

infrastructure construction projects are located may result in delays in its development and/or

increase its development costs.

Some of the Group’s infrastructure construction projects involve relocation of incumbent residents and

local businesses, and the Group believes that similar situations may recur when it develops future

projects. If any incumbent resident or business is dissatisfied with the relocation compensation and

refuses to move, the relevant local government authorities may 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 timetable are compliant with the PRC law. The relevant land authority will then make

a decision as to the proper relocation compensation and timetable. There is no assurance that the
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relocation of incumbent residents or businesses will proceed smoothly or that the incumbent residents

will agree to the compensation package. 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 may not be able to complete projects that the Group is currently developing or plans to

develop according to schedule or on budget.

Infrastructure construction projects require substantial capital expenditures prior to and during the

construction period, and it may be several years before these projects generate positive cash flow. The

progress of, and costs for, a development project can be adversely affected by many factors, including:

• changes in market conditions, an economic downturn or a decline in consumer confidence;

• delays in obtaining necessary licences, permits or approvals from government agencies or

authorities;

• relocation of incumbent residents and demolition of existing structures;

• increases in the market prices of raw materials if the Group cannot pass on the increased costs to

customers;

• shortages of materials, equipment, contractors and skilled labour;

• latent soil or subsurface conditions and latent environmental damage requiring remediation;

• unforeseen engineering, design, environmental or geographical problems;

• labour disputes;

• construction accidents;

• natural disasters;

• adverse weather conditions;

• regulatory changes, inability to procure required government approvals or changes in industry

practice; and

• other unforeseen problems or circumstances.

The rising cost of construction in the PRC may have a material and adverse effect on the Group’s

business, results of operation and financial condition. There can be no assurance that the Group will not

experience construction delays or failure to complete an infrastructure construction project according to

its planned schedule or budget as a result of the above or any other factors, or that the Group will not be

subject to any liabilities for any such delays. Construction delays or failure to complete an infrastructure

project according to its planned specifications, schedule or budget may also materially and adversely

affect the Group’s reputation, business, results of operations and financial condition.
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Water shortages and restrictions on the use or supply of water could adversely affect the group’s

business.

In the event of water shortages, additional costs may be incurred in order to provide emergency

reinforcement to supplies in areas of shortage which may adversely affect the Group’s business, financial

condition and results of operations. In addition, restrictions on the use or supply of water may adversely

affect the Group’s turnover and, in very extreme circumstances, may lead to significant compensation

becoming due to customers because of interruptions to supply, both of which could adversely affect the

Group’s business, results of operations, profitability or financial condition.

Extensive regulations may adversely affect the Group’s water supply business.

Revenue from the Group’s water supply business consists primarily of tap water price payments.

Adjustments to the tap water price are generally subject to approvals by the relevant government

authorities in the PRC and applications for upward adjustments to the tap water price may usually be

made in the case of increases in key operation costs. There is no assurance that in the event that there

is any increase in such key operation costs, the relevant government authorities will approve the Group’s

applications for increasing the tap water price to reflect such increase in costs. Furthermore, even if the

relevant government authorities agree to increase the tap water price, there is no assurance that such

increase will fully reflect the increase in the Group’s actual costs. This will have an effect on the overall

profit margin of the Group and could have a material adverse effect on the business, financial condition

and results of operations of the Group’s businesses.

The Group has a relatively high ratio of loss in the public transportation business but the group’s

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

For the years ended 31 December 2015 and 2016, the Group recorded a loss in its public transportation

business approximately RMB114.4 million and RMB108.2 million respectively. The prices for the bus

tickets are determined by the Yinchuan Municipal Government. The Group adopted a flat rate system

with the current bus ticket of RMB1.0 per person per ride which reflects the characteristics of public

utilities. Even the operating costs increased recently primary due to increases in fuel prices and labour

costs, the ticket price has not been adjusted by the Yinchuan Municipal Government accordingly.

Despite the heavy passenger flow on the Group’s bus system every day, revenue from ticket sales is

historically unable to recover the operating costs due to the low ticket price. However, based on the

increased costs of the Group for its public transportation business, the Yinchuan Municipal Government

would provide the financial subsidies to the Group to support its operations. There also can be no

assurance that the Group will be entitled to such subsidies in future. The Group’s limited ability to raise

fares and a reduction or discontinuance of such subsidies may materially and adversely affect the

Group’s financial condition and results of operations.

Competition in Yinchuan from other forms of public and private transportation may adversely affect

the Group

As a bus transportation operator in Yinchuan, the Group competes with other forms of public and

private transportation available in the city, principally rail, taxis and private vehicles. The speed,

reliability and comfort offered by bus transportation system in Yinchuan may be eroded by:

• the general improvement in rail services;

• the expanding rail network; and

• the increased ownership and usage of private vehicles.
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Private vehicles and other forms of public transportation may cover more routes throughout Yinchuan

and its vicinities and provide commuters with alternative access or more comfortable and convenient

transportation services. There is no assurance that the Group will be able to compete with existing and

new forms of transportation in respect of each of these factors, or at all. As a result, the Group expects

increased competition from such public and private transportation providers, which may adversely affect

the Group.

The Group is facing increasing competition from other renewable energy companies and conventional

energy companies.

The PRC’s gas supply industry is highly competitive. The Group competes with other gas supplier and

also renewable energy companies and conventional energy companies for fuel, labour and capital

required to develop and operate its power plants and projects. Some of the Group’s competitors have

access to greater financial, infrastructure or other resources than the Group. The ability of the Group’s

competitors to access resources that the Group cannot access may prevent the Group from acquiring

additional land use rights or power plant projects in strategic locations or from increasing its generating

capacity, each of which may materially and adversely affect its business, financial condition and results

of operations.

Renewable and clean energy projects in the PRC, including wind, solar, hydro, biomass, geothermal and

ocean power, benefit from various governmental incentives such as on-grid tariff premiums and dispatch

priorities. If the PRC Government strengthens its support for other renewable energy projects,

competition with other renewable and clean energy companies may intensify and the results of

operations of the Group may be adversely affected if the Group fails to compete successfully.

The Group also competes with oil, coal and other conventional energy companies. Any technological

progress in the exploitation of other energy sources or discovery of large deposits of oil or coal,

resulting in a decline in the price of those fuels, could increase the competitiveness of power generated

from conventional sources. A reduction in demand for renewable energy could have a material adverse

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

The Group faces the risk of disruption of supplier relationships and/or supply chain.

The products that the Group sells originate from a wide variety of suppliers. For the years ended 31

December 2015 and 2016, purchases from our five largest suppliers accounted for 23.33% and 7.63%,

respectively of our total purchases of books and audio-visual products, with the largest supplier

accounting for approximately 5.0% and 2.8% respectively of the Group’s merchandise purchased for

bookstore operation. While we believe that our relationships with the Group’s suppliers are good,

suppliers may modify the terms of these relationships due to general economic conditions or otherwise.

The Group generally enters into one-year supply contracts with the Group’s suppliers and negotiate for

new contracts prior to expiration. If the Group’s current suppliers were to stop selling books and audio-

visual products to us on acceptable terms, including as a result of one or more supplier bankruptcies due

to poor economic conditions, the Group may be unable to procure the same books and audio-visual

products from other suppliers in a timely and efficient manner and on acceptable terms, or at all.

A significant disruption in this industry generally or a significant unfavourable change in the Group’s

relationships with key suppliers could adversely impact our business. In addition, any significant change

in the terms that the Group has with the Group’s key suppliers including, payment terms, return policies

or the discount or margin on books and audio-visual products, could adversely affect our financial

condition and liquidity. Furthermore, certain of the Group’s books and audio-visual products is sourced

indirectly from outside the PRC. Political or financial instability, merchandise quality issues, product

safety concerns, trade restrictions, work stoppages, tariffs, foreign currency exchange rates,

transportation capacity and costs, inflation, civil unrest, natural disasters, outbreaks of pandemics and

other factors relating to foreign trade are beyond the Group’s control and could disrupt the Group’s

supply of foreign sourced merchandise.
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The Group’s business materially depends on our ‘‘Xinhua’’ brand, and if the Group is not able to

maintain and enhance its brand to maintain its competitive advantages, its reputation, business and

operating results may be harmed.

The Group believes that market awareness of the Group’s brand ‘‘Xinhua’’ has contributed significantly

to the success of its business. The Group also believes that maintaining and enhancing the ‘‘Xinhua’’

brand is critical to maintaining the Group’s competitive advantages. As the Group continues to grow in

size, expand the Group’s products and extend its geographic reach, maintaining quality and consistency

may be more difficult to achieve.

The Group has developed its customer base primarily by word-of-mouth referrals and has incurred brand

promotion expenses over the years, but it can’t be assured that the Group’s marketing efforts will be

successful in further promoting the Group’s brand to remain competitive. If the Group is unable to

further enhance our brand recognition and increase awareness of our products, or if the Group’s incurs

excessive marketing and promotion expenses, the Group’s business and results of operations may be

materially and adversely affected.

The Group may not be able to maintain or improve our competitive position because of strong

competition in the security and surveillance industry.

The PRC security and surveillance industry is highly competitive. Though the Group is are the largest

secured transport service provider in Ningxia, covering approximately 60.0 per cents of the total market

share in secured transport service, the Group faces competition from domestic and international

competitors. Some of the Group’s competitors outside of Ningxia and our international competitors are

larger than us and possess greater name recognition, assets, personnel, sales and financial resources.

These entities may be able to respond more quickly to changing market conditions by developing new

products and services that meet customer requirements or are otherwise superior to ours and may be able

to more effectively market their services than the Group can because they have significantly greater

financial, technical and marketing resources than the Group does. They may also be able to devote

greater resources than the Group can to the promotion and sale of their service. Increased competition

could require us to reduce the Group’s prices, result in the Group receiving fewer customer orders, and

result in the Group’s loss of market share. The Group cannot make assurances that the Group will be

able to distinguish the Group in a competitive market. To the extent that the Group is unable to

successfully compete against existing and future competitors, the Group’s business, operating results and

financial condition could be materially adversely affected.

The Group’s real property business is dependent on the performance of the PRC property market.

The Group’s real property business is dependent on the performance of the PRC property market. Since

the late 1990s, private residential property prices and the number of residential property development

projects have gradually increased in major cities in the PRC as a result of an increase in demand driven

by domestic economic growth. In particular, prices of residential properties in certain major PRC cities

such as Beijing, Shanghai, Guangzhou and Shenzhen have experienced rapid and significant growth. In

recent years however, risk of real estate over-supply is increasing in parts of the PRC, where real estate

investment, trading and speculation have become overly active. In the event of actual or perceived real

estate over-supply in the PRC, together with the effect of government policies to dampen the real estate

market, real estate prices may fall significantly which would adversely affect the Group’s revenue and

results of operations.

General declines or disruptions in the travel industry may materially and adversely affect the Group’s

tourism business and results of operations.

The Group’s tourism business may be subject to cyclical fluctuations. The Group’s tourism business

typically experiences larger sales during festive and holiday seasons, including the Chinese New Year,

Labour Day, the Mid-Autumn festival and the National Day. As a result of seasonal fluctuations, the

results of operations of the Group’s tourism business during one period may not be comparable with that
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of any other period of the year. In addition, there is no assurance that the Group has sufficient resources

to capture business opportunities during peak seasons, or that the Group will be able to effectively

respond to a decline in market demand during the slow season. Failure to do so may materially and

adversely affect the Group’s business, financial condition and results of operations.

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 2015 slowed down to 6.9 per

cent. on a year-on-year basis compared to 7.3 per cent. in 2014, and it further decreased to 6.7 per cent.

in the first quarter of 2016 on a year-on-year basis. In March 2016, Moody’s Investors Service and

Standard & Poor’s Ratings Services 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.

The future performance of China’s economy is not only affected by the economic and monetary policies

of the PRC Government, but it is also exposed to material changes in global economic and political

environments as well as the performance of certain major developed economies in the world, such as the

United States and the European Union. For example, on 23 June 2016, the United Kingdom voted in a

national referendum to withdraw from the European Union. The result of the referendum does not

legally obligate the United Kingdom to exit the European Union, and it is unclear if or when the United

Kingdom will formally serve notice to the European Council of its desire to withdraw. There is

substantial uncertainty relating to the implementation of the United Kingdom’s exit or its impact on the

economic conditions of other part of the world, such as China’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. Therefore, there exists continued uncertainty for the

overall prospects for the global and the PRC economies this year and beyond.

Changes in the economic, political and social conditions in the PRC and government policies adopted

by the PRC Government could affect the Group’s business and prospects.

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

including with respect to government involvement, level of development, economic growth rate, control

of foreign exchange and allocation of resources. The economy of the PRC has been transitioning from a

planned economy to a more market-oriented economy. In recent years, the PRC Government has

implemented a series of measures emphasising market forces for economic reform, the reduction of state

ownership of productive assets and the establishment of sound corporate governance in business

enterprises.

However, a large portion of productive assets in the PRC remain owned by the PRC Government. The

PRC Government continues to play a significant role in regulating industrial development, the allocation

of resources, production, pricing and management, and there can be no assurance that the PRC

Government will continue to pursue the economic reforms or that any such reforms will not have an

adverse effect on the Group’s business.

The Group’s operations and financial results could also be affected by changes in political, economic

and social conditions or the relevant policies of the PRC Government, such as changes in laws and

regulations (or the interpretation thereof). In addition, the growth of development in the economic and

technology development zones and infrastructure construction demand in the PRC depends heavily on

economic growth. If the PRC’s economic growth slows down or if the economy of the PRC experiences
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a recession, the growth of development in PRC economic and technology development zones and

infrastructure construction demand may also slow down, and the Group’s business prospects may be

materially and adversely affected. The Group’s operations and financial results, as well as its ability to

satisfy its obligations under the Bonds, could also be materially and adversely affected by changes to or

introduction of measures to control changes in the rate or method of taxation and the imposition of

additional restrictions on currency conversion.

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

As substantially all of the Group’s business are conducted, and substantially all of the Group’s assets are

located, in the PRC, the Group’s operations are governed principally by PRC laws and regulations. The

PRC legal system is based on written statutes while prior court decisions can only be cited as reference.

Since 1979, the PRC Government has promulgated laws and regulations in relation to economic matters

such as foreign investment, corporate organisation and governance, commerce, taxation, foreign

exchange and trade, with a view to developing a comprehensive system of commercial law. However,

China has not developed a fully integrated legal system and recently enacted laws and regulations that

may not sufficiently cover all aspects of economic activities in the PRC. In particular, because these

laws and regulations are relatively new, and because of the limited volume of published decisions and

their non-binding nature, the interpretation and enforcement of these laws and regulations involve

uncertainties. In addition, the PRC legal system is based, in part, on government policies and internal

rules (some of which are not published on a timely basis or at all) that may have a retroactive effect. As

a result, the Group may not be aware of the Group’s violation of these policies and rules until sometime

after the violation. In addition, any litigation in the PRC may be protracted and result in substantial

costs and diversion of resources and management’s attention and it may be difficult to obtain a swift and

equitable enforcement of laws in the PRC, or the enforcement of judgements by a court of another

jurisdiction. These uncertainties relating to the interpretation and implementation of PRC laws and

regulations may adversely affect the legal protections and remedies that are available to the Group in its

operations and to the holders of the Bonds.

Investors may experience difficulties in effecting service of legal process and enforcing judgments

against the Group and the Group’s management.

The Issuer and a number of the Group’s subsidiaries are incorporated in the PRC. A substantial portion

of the Group’s assets are located in the PRC. In addition, most of the Issuer’s directors, supervisors and

executive officers reside within the PRC and the assets of the Group’s directors and officers may be

located within the PRC. As a result, it may not be possible to effect service of process outside the PRC

upon most of the Group’s directors, supervisors and senior management, including for matters arising

under applicable securities law. A judgment of a court of another jurisdiction may be reciprocally

recognised or enforced if the jurisdiction has a treaty with China or if judgments of the PRC courts have

been recognised before in that jurisdiction, subject to the satisfaction of other requirements. However,

China does not have treaties providing for the reciprocal recognition and enforcement of judgments of

courts with many countries, including Japan, the United States and the United Kingdom. Therefore, it

may be difficult for Investors to enforce any judgments obtained from foreign courts against the Group,

the Issuer, any of their respective directors, supervisors or senior management in the PRC.

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

Most of the Group’s revenue is denominated in Renminbi, which is also the reporting currency.

Renminbi is not a freely convertible currency. A portion of the Group’s cash may be required to be

converted into other currencies in order to meet the Group’s foreign currency needs, including cash

payments on declared dividends, if any, on the Bonds. However, the PRC Government may restrict

future access to foreign currencies for current account transactions at its discretion. If this were to occur,

the Group might not be able to pay dividends to the holders of the Bonds in foreign currencies. On the

other hand, foreign exchange transactions under capital account in the PRC continue to be not freely
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convertible and require the approval or registration 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.

Future fluctuations in foreign exchange rates may adversely affect our business, financial condition

and results of operations.

The exchange rate of the Renminbi against the U.S. dollar and other currencies fluctuates and is affected

by, among other things, changes in the political and economic conditions in China and globally and the

PRC government’s fiscal and currency policies. Since 1994, the conversion of the Renminbi into foreign

currencies, including the U.S. dollar, has been based on rates set daily by the PBOC, based on the

previous business day’s inter-bank foreign exchange market rates and exchange rates in global financial

markets. From 1994 to July 20, 2005, the official exchange rate for the conversion of the Renminbi to

U.S. dollar was generally stable. On July 21, 2005, the PRC government adopted a more flexible

managed floating exchange rate system to allow the value of the Renminbi to fluctuate within a

regulated band that is based on market supply and demand with reference to a basket of currencies. The

floating band was widened from 0.5% to 1.0% on April 16, 2012 and 2.0% on March 17, 2014, in order

to further improve the managed floating Renminbi exchange rate regime based on market supply and

demand with reference to a basket of currencies. Since August 11, 2015, PBOC requires market makers

to quote, on a daily basis, their central parity rates for Renminbi against the U.S. dollar to the China

Foreign Exchange Trade System before the market opens by reference to the closing rate of the PRC

inter-bank foreign exchange market on the previous trading day in conjunction with the demand and

supply conditions in the foreign exchange markets and exchange rate movements of major currencies.

The mid-point price of Renminbi to the U.S. dollar depreciated by approximately 4.71% from August

10, 2015 to August 27, 2015 and continued to depreciate with fluctuations since April 2016. In addition,

the PBOC has further authorised the China Foreign Exchange Trade System to announce its central

parity rate for Renminbi against the U.S. dollar through a weighted averaging of the quotes from the

market makers after removing the highest quote and the lowest quote. The International Monetary Fund

announced on September 30, 2016 that the Renminbi joins its Special Drawing Rights currency basket.

Such change and additional future changes may increase the volatility in the trading value of the

Renminbi against U.S. dollar. We cannot assure you that the Renminbi will not experience significant

fluctuation against the U.S. dollar in the future.

We conduct all of our business operations in the PRC and our revenue is denominated in Renminbi.

However, the payment of the principal and interests on the Bonds will be in U.S. dollar. As a result,

fluctuations in exchange rates, particularly between the Renminbi and the U.S. dollar, could affect our

profitability and may result in foreign currency exchange losses of our foreign currency-denominated

assets and liabilities. Any depreciation of Renminbi may adversely affect the value of our net assets and

earnings in foreign currency terms, as well as our ability to service our foreign currency obligations

including the payment of the principal and interests on the Bonds.

The payment of dividends by the Issuer’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 Issuer’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 Issuer’s subsidiaries may impact the Issuer’s

ability to fund its operations and to service its indebtedness.
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RISKS RELATING TO THE BONDS

The Bonds are unsecured obligations.

As the Bonds are unsecured obligations of the Group, the repayment of the Bonds may be compromised

if:

• the Group enters into bankruptcy, liquidation, reorganisation or other winding-up proceedings;

• there is a default in payment under the Group’s secured indebtedness or other unsecured

indebtedness; or

• there is an acceleration of any of the Group’s indebtedness.

If any of these events were to occur, the Group’s assets and any amounts received from the sale of such

assets may not be sufficient to pay amounts due on the Bonds.

The Bonds need to be registered with SAFE before they can be considered enforceable under PRC

law.

The Company is required to register the Bonds with the local branch of SAFE as a ‘‘foreign debt’’ in

accordance with the relevant provisions on the administration of foreign debt within 15 PRC Business

Days (as defined in the Terms and Conditions of the Bonds) after the Issue Date. Before the registration

of the Bonds is completed, it is uncertain whether the Bonds are enforceable as a matter of PRC law and

the Company may not be able to remit the proceeds of the offering into the PRC or make interest

payments outside the PRC. The Company intends to register the Bonds with the local branch of SAFE

and obtain a certificate of registration from SAFE as soon as practicable and in any event on or before

the Registration Deadline (being 90 PRC Business Days after the Issue Date). In principle, the

registration of the Bonds with SAFE would be a matter of procedure and timing as long as the Company

has obtained the NDRC Pre-Issuance Registration Certificate and the issue of the Bonds is consistent

with the terms of the Bonds previously submitted to the NDRC.

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

The Bonds are complex financial instruments and may be purchased as a way to reduce risk or enhance

yield with a measured appropriate addition of risk to the investor’s overall portfolios. A potential

investor should not invest in the Bonds unless they have the expertise (either alone or with the help of a

financial adviser) to evaluate how the Bonds will perform under changing conditions, the resulting

effects on the value of such Bonds and the impact this investment will have on the potential investor’s

overall investment portfolio.

Each potential investor in the Bonds must determine the suitability of that investment in light of its own

circumstances. In particular, each potential investor should:

• have sufficient knowledge and experience to make a meaningful evaluation of the Bonds, the

merits and risks of investing in the Bonds and the information contained or incorporated by

reference in this Offering Circular or any applicable supplement;

• have access to, and knowledge of, appropriate analytical tools to evaluate, in the context of its

particular financial situation, an investment in the Bonds and the impact such investment will have

on its overall investment portfolio;

• have sufficient financial resources and liquidity to bear all of the risks of an investment in the

Bonds;
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• understand thoroughly the terms of the Bonds and be familiar with the behaviour of any relevant

indices and financial markets; and

• be able to evaluate (either alone or with the help of a financial adviser) possible economic

scenarios, such as interest rate and other factors which may affect its investment and the ability to

bear the applicable risks.

An active trading market for the Bonds may not develop.

The Bonds are a new issue of securities for which there is currently no trading market. Although an

application will be made to the Hong Kong Stock Exchange for the listing of, and permission to deal in,

the Bonds on the Hong Kong Stock Exchange, no assurance can be given that such application will be

approved, or even if the Bonds become so listed, an active trading market for the Bonds will develop or

be sustained. No assurance can be given as to the ability of holders to sell their Bonds or the price at

which holders will be able to sell their Bonds or that a liquid market will develop. The liquidity of the

Bonds will be adversely affected if the Bonds are held or allocated to limited investors. The Sole Global

Coordinator and the Joint Lead Managers and Joint Bookrunners are not obligated to make a market in

the Bonds, and if the Sole Global Coordinator or the Joint Lead Managers and Joint Bookrunners do so,

they may discontinue such market making activity at any time at their sole discretion. In addition, the

Bonds are being offered pursuant to exemptions from registration under the Securities Act and, as a

result, holders will only be able to resell their Bonds in transactions that have been registered under the

Securities Act or in transactions not subject to or exempt from registration under the Securities Act.

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

The Bonds 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 Bonds, due to, among other things, economic, political and other factors over

which the Group has no control. Depreciation of the U.S. dollars against such currency could cause a

decrease in the effective yield of the Bonds below their stated coupon rates and could result in a loss

when the return on the Bonds is translated into such currency. In addition, there may be tax

consequences for investors as a result of any foreign currency gains resulting from any investment in the

Bonds.

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

The Bonds will carry fixed interest rates. Consequently, investment in the Bonds involves the risk that

subsequent changes in market interest rates may adversely affect the value of the Bonds. If Bondholders

sell the Bonds they hold before the maturity of such Bonds, they may receive an offer less than their

investment.

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

The price and trading volume of the Bonds may be highly volatile. Factors such as variations in the

Group’s turnover, earnings and cash flows, proposals for new investments, strategic alliances and/or

acquisitions, changes in interest rates, fluctuations in price for comparable companies, changes in

government regulations and changes in general economic conditions nationally or internationally could

cause the price of the Bonds to change. Any such developments may result in large and sudden changes

in the trading volume and price of the Bonds. There is no assurance that these developments will not

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

The market price of the Bonds may be adversely affected by declines in the international financial

markets and world economic conditions. The market for the Bonds is, to varying degrees, influenced by

economic and market conditions in other markets, 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 issues in other countries, including the PRC. Since the global

financial crisis in 2008 and 2009, the international financial markets have experienced significant

volatility. If similar developments occur in the international financial markets in the future, the market

price of the Bonds could be adversely affected.

The Group may be unable to redeem the Bonds.

On certain dates, including but not limited to the occurrence of a Change of Control and at maturity of

the Bonds, the Group may, and at maturity will, be required to redeem all of the Bonds. If such an event

were to occur, the Group may not have sufficient cash in hand and may not be able to arrange financing

to redeem the Bonds in time, or on acceptable terms, or at all. The ability to redeem the Bonds in such

event may also be limited by the terms of other debt instruments. Failure to redeem the Bonds by the

Group, in such circumstances, would constitute an Event of Default under the Bonds, which may also

constitute a default under the terms of other indebtedness of the Group or its subsidiaries.

The Bonds will be structurally subordinated to the existing and future indebtedness and other

liabilities of the Group’s existing and future subsidiaries and effectively subordinated to the Issuer’s

secured debt to the extent of the value of the collateral securing such indebtedness.

The Bonds will be structurally subordinated to any debt and other liabilities and commitments, including

trade payables and lease obligations, of the Issuer’s existing and future subsidiaries, whether or not

secured. The Bonds will not be guaranteed by any of the Issuer’s subsidiaries, and the Issuer may not

have direct access to the assets of such subsidiaries unless these assets are transferred by dividend or

otherwise to the Issuer. The ability of such subsidiaries to pay dividends or otherwise transfer assets to

the Issuer is subject to various restrictions under applicable laws. The Issuer’s subsidiaries are separate

legal entities that have no obligation to pay any amounts due under the Bonds or make any funds

available therefore, whether by dividends, loans or other payments. The Issuer’s right to receive assets

of any of the Issuer’s subsidiaries, respectively, upon that subsidiary’s liquidation or reorganisation will

be effectively subordinated to the claim of that subsidiary s creditors (except to the extent that the Issuer

is creditor of that subsidiary). Consequently, the Bonds will be effectively subordinated to all liabilities,

including trade payables and lease obligations, of any of the Issuer s subsidiaries, other than the Issuer,

and any subsidiaries that the Issuer may in the future acquire or establish.

The Bonds are the Issuer’s unsecured obligations and will (i) rank equally in right of payment with all

the Issuer’s other present and future unsubordinated and unsecured indebtedness; (ii) be effectively

subordinated to all of the Issuer’s present and future secured indebtedness to the extent of the value of

the collateral securing such obligations; and (iii) be senior to all of the Issuer’s present and future

subordinated obligations. As a result, claims of secured lenders, whether senior or junior, with respect to

assets securing their loans will be prior with respect to those assets. In the event of the Issuer’s

bankruptcy, insolvency, liquidation, reorganisation, dissolution or other winding up, or upon any

acceleration of the Bonds, these assets will be available to pay obligations on the Bonds only after all

other debt secured by these assets has been repaid in full. Any remaining assets will be available to the

Bondholders rateably with all of the Issuer’s other unsecured and unsubordinated creditors, including

trade creditors. If there are not sufficient assets remaining to pay all these creditors, then all or a portion

of the Bonds then outstanding would remain unpaid.
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The insolvency laws of the PRC may differ from those of another jurisdiction with which the holders

of the Bonds are familiar.

The Issuer is incorporated under the laws of the PRC. Any bankruptcy proceeding relating to the Issuer

would likely involve PRC bankruptcy laws, the procedural and substantive provisions of which may

differ from comparable provisions of the local insolvency laws of jurisdictions with which the holders of

the Bonds are familiar.

If the Issuer is unable to comply with the restrictions and covenants in its debt agreements (if any), or

the Bonds, there could be a default under the terms of these agreements, or the Bonds, which could

cause repayment of the Issuer’s debt to be accelerated.

If the Issuer is unable to comply with the restrictions and covenants in the Bonds, or current or future

debt obligations and other agreements (if any), 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, 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 debt

agreements of the Issuer, contain cross acceleration or cross default provisions. As a result, the default

by the Issuer under one debt agreement may cause the acceleration of repayment of debt, including the

Bonds, or result in a default under its other debt agreements, including the Bonds. If any of these events

occur, there can be no assurance that the Issuer’s assets and cash flows would be sufficient to repay in

full all of the Issuer s indebtedness, or that it would be able to find alternative financing. Even if the

Issuer could obtain alternative financing, there can be no assurance that it would be on terms that are

favourable or acceptable to the Issuer.

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

The Terms and Conditions are governed by English law. No assurance can be given as to the impact of

any possible judicial decision or change to English law or administrative practice after the date of issue

of the Bonds.

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 Bonds 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 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（關

於內地與香港特別行政區法院相互認可和執行當事人協議管轄的民商事案件判決的安排）, 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 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. 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
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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 Bonds 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.

Modifications and waivers may be made in respect of the Terms and Conditions and the Trust Deed

by the Trustee or less than all of the holders of the Bonds, and decisions may be made on behalf of

all holders of the Bonds that may be adverse to the interests of the individual holders of the Bonds.

The Terms and Conditions contain provisions for calling meetings of the holders of the Bonds to

consider matters affecting their interests generally. These provisions permit defined majorities to bind all

Bondholders including those Bondholders who did not attend and vote at the relevant meeting and those

Bondholders who voted in a manner contrary to the majority. There is a risk that the decision of the

majority of holders of the Bonds may be adverse to the interests of the individual holders of the Bonds.

The Terms and Conditions also provide that the Trustee may, without the consent of the holders of the

Bonds, agree to any modification of the Trust Deed, the Terms and Conditions and/or the Agency

Agreement (other than in respect of a reserved matter) which in the opinion of the Trustee will not be

materially prejudicial to the interests of the holders of the Bonds and to any modification of the Bonds,

the Trust Deed or the Agency Agreement which is of a formal, minor or technical nature or is to correct

a manifest error.

In addition, the Trustee may, without the consent of the holders of the Bonds, authorise or waive any

proposed breach or breach of the Bonds, the Trust Deed or the Agency Agreement (other than a

proposed breach, or a breach relating to the subject of certain reserved matters) if, in the opinion of the

Trustee, the interests of the holders of the Bonds will not be materially prejudiced thereby.

The Trustee may request holders of the Bonds to provide an indemnity and/or security and/or pre-

funding to its satisfaction.

Where the Trustee is under the provisions of the Trust Deed bound to act at the request or direction of

the Bondholders, the Trustee shall nevertheless not be so bound unless first indemnified and/or provided

with security and/or pre-funded to its satisfaction against all actions, proceedings, claims and demands

to which it may render itself liable and all costs, charges, damages, expenses and liabilities which it may

incur by so doing. Negotiating and agreeing to an indemnity and/or security and/or pre-funding 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 pre-funding, in breach of the terms

of the Trust Deed or the Terms and Conditions and in circumstances where there is uncertainty or

dispute as to the applicable laws or regulations and, to the extent permitted by the agreements and the

applicable law, it will be for the holders of the Bonds to take such actions directly.

The Bonds will initially be represented by a Global Bond Certificate and holders of a beneficial

interest in the Global Bond Certificate must rely on the procedures of the relevant Clearing System.

The Bonds will initially be represented by a Global Bond Certificate. Such Global Bond 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 Bond

Certificate, investors will not be entitled to receive definitive Bonds. The relevant Clearing System will

maintain records of the beneficial interests in the Global Bond Certificate. While the Bonds are

represented by the Global Bond Certificate, investors will be able to trade their beneficial interests only

through the Clearing Systems.

While the Bonds are represented by the Global Bond Certificate, the Issuer will discharge its payment

obligations under the Bonds by making payments to the common depositary for Euroclear and

Clearstream for distribution to their account holders. A holder of a beneficial interest in a Global Bond
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Certificate must rely on the procedures of the relevant Clearing System to receive payments under the

Bonds. The Issuer has no responsibility or liability for the records relating to, or payments made in

respect of, beneficial interests in the Global Bond Certificate.

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

of the Bonds. Instead, such holders will be permitted to act only to the extent that they are enabled by

the relevant Clearing System to appoint appropriate proxies.

Interest payable by the Issuer to overseas Bondholders and gains on the transfer of the Bonds may be

subject to income tax under PRC tax laws.

Under the Enterprise Income Tax Law of the PRC (the ‘‘EIT Law’’）which took effect on 1 January

2008 and its implementation rules, any gains realised on the transfer of the Bonds by holders who are

deemed under the EIT Law as non-resident enterprises may be subject to PRC enterprise income tax if

such gains are regarded as income derived from sources within the PRC. Under the 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

income derived from sources within the PRC. There remains uncertainty as to whether the gains realised

on the transfer of the Bonds by enterprise holders would be treated as incomes derived from sources

within the PRC and be subject to PRC enterprise income tax. In addition, there is uncertainty as to

whether gains realised on the transfer of the Bonds 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 Bonds

minus all costs and expenses that are permitted under PRC tax laws to be deducted from the income.

According to the Arrangement between the Mainland of China and the Hong Kong Special

Administrative Region for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with

Respect to Taxes on Income (the ‘‘Arrangement’’）which was promulgated on 21 August 2006,

Bondholders who are Hong Kong residents, including both enterprise holders and individual holders,

will be exempted from PRC income tax on capital gains derived from a sale or exchange of the Bonds if

such capital gains are not connected with an office or establishment that the Bondholders have in the

PRC and all the other relevant conditions are satisfied.

Pursuant to the EIT Law, the PRC Individual Income Tax Law (the ‘‘IIT Law’’) which took effect on

30 June 2011, 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 Bondholders may be

regarded as PRC-sourced, and therefore be subject to PRC income tax at a rate of 10 per cent. for non-

resident enterprise Bondholders and at a rate of 20 per cent. for nonresident individual Bondholders (or

a lower treaty rate, if any).

On 23 March 2016, the Ministry of Finance and the State Administration of Taxation issued the Circular

of Full Implementation of Business Tax to VAT Reform Caishui [2016] No. 36, which introduced a new

value-added tax (‘‘VAT’’）from 1 May 2016. VAT is applicable where the entities or individuals provide

services within the PRC. Pursuant to the Interim Regulation of the PRC on City Maintenance and

Construction Tax（中華人民共和國城市維護建設稅暫行條例（2011年修訂））, the Interim Provisions on

the Collection of Educational Surcharges（徵收教育費附加的暫行規定（2011年修訂）and the

Administrative Measures on the Collection and Utilisation of Local Educational Surcharges in Ningxia

Hui Autonomous Region（寧夏回族自治區地方教育費徵收使用管理辦法）, city maintenance and

construction tax, educational surcharges and local educational surcharges will be applicable when the

entities and individuals are obliged to pay VAT. The Issuer will be obligated to withhold VAT of 6%

and certain surcharges on VAT for payments of interest and certain other amounts on the Bonds paid by

the Issuer to Bondholders that are non-resident enterprises or individuals. VAT is unlikely to be
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applicable to any transfer of Bonds between entities or individuals located outside of the PRC and

therefore unlikely to be applicable to gains realised upon such transfers of Bonds, but there is

uncertainty as to the applicability of VAT if either the seller or buyer of Bonds is located inside the

PRC. Circular 36 and laws and regulations pertaining to VAT are relatively new, the interpretation and

enforcement of such laws and regulations involve uncertainties.

If a Bondholder, being a non-resident enterprise or non-resident individual, is required to pay any PRC

income tax on gains on the transfer of the Bonds, the value of the relevant Bondholder’s investment in

the Bonds may be materially and adversely affected.

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

Although pursuant to the Terms and Conditions, the Issuer is required to gross up payments on account

of any such withholding taxes or deductions (whether by way of enterprise income tax (‘‘EIT‘‘）,

business tax, VAT or otherwise), the Issuer also has the right to redeem the Bonds at any time in the

event it has or will become obliged to pay Additional Amounts (as defined in Terms and Conditions), as

further described in Condition 7 of the Terms and Conditions.

If the Issuer redeems the Bonds prior to their maturity dates, investors may not receive the same

economic benefits they would have received had they held the Bonds to maturity, and they may not be

able to reinvest the proceeds they receive in a redemption in similar securities. In addition, the Issuer’s

ability to redeem the Bonds may reduce the market price of the Bonds.

Certain of our subsidiaries are subject to restrictions on the payment of dividends and the

repayment of intercompany loans or advances to us and our subsidiaries.

As a holding company, we depend on the receipt of dividends and the interest and principal payments

on intercompany loans or advances from our subsidiaries, including our PRC subsidiaries, to satisfy our

obligations, including our obligations under the Bonds. The ability of our subsidiaries to pay dividends

and make payments on intercompany loans or advances to their shareholders is subject to, among other

things, distributable earnings, cash flow conditions, restrictions contained in the articles of association of

our subsidiaries, restrictions contained in the financing facilities entered into by our subsidiaries and

applicable laws. In addition, if any of our subsidiaries raises capital by issuing equity securities to third

parties, dividends declared and paid with respect to such shares would not be available to us to make

payments on the Bonds. These restrictions could reduce the amounts that we receive from our

subsidiaries, which would restrict our ability to meet our payment obligations under the Bonds.

The Group may issue additional Bonds in the future.

The Group may, from time to time, and without prior consultation of the Bondholders, create and issue

further Bonds (see ‘‘Terms and Conditions of the Bonds’’) or otherwise raise additional capital through

such means and in such manner as it may consider necessary. There can be no assurance that such future

issuance or capital raising activity will not adversely affect the market price of the Bonds.

Ratings of the Bonds may not reflect all risks and may be changed at any time, which may adversely

affect value of the Bonds.

The Bonds are expected to be assigned a rating of ‘‘Baa3’’ by Moody’s. One or more independent credit

rating agencies may assign credit ratings to an issue of the Bonds. The ratings represent the opinions of

the rating agencies and their assessment of the ability of the Issuer to perform their respective

obligations under the Bonds and the credit risks in determining the likelihood that payments will be

made when due under the Bonds. Such ratings may not reflect the potential impact of all risks related to

structure, market, additional factors discussed above and other factors that may affect the value of the

Bonds. A credit rating is not a recommendation to buy, sell or hold securities and may be revised or
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withdrawn by the rating agency at any time. There can be no assurance that the ratings assigned to any

Bonds will remain in effect for any given period or that the ratings will not be lowered, suspended or

withdrawn by the rating agencies in the future if, in their judgement, the circumstances so warrant. The

Issuer has no obligation to inform holders of the Bonds of any such suspension, revision, downgrade or

withdrawal. A suspension, downgrade or withdrawal of the ratings of any Bonds at any time may

adversely affect the market price of the Bonds.

Bonds which have a denomination that is not an integral multiple of the minimum specified

denomination may be illiquid and difficult to trade.

The denominations of the Bonds are U.S.$200,000 and integral multiples of U.S.$1,000 in excess

thereof. Therefore, it is possible that the Bonds may be traded in amounts in excess of U.S.$200,000

that are not integral multiples of U.S.$200,000. In such a case, a Bondholder who, as a result of trading

such amounts, holds a principal amount of less than U.S.$200,000 will not receive a definitive

certificate in respect of such holding of Bonds (should definitive certificates be printed) and would need

to purchase a principal amount of Bonds such that it holds an amount equal to one or more

denominations. If definitive certificates are issued, Bondholders should be aware that Bonds with

aggregate principal amounts that are not an integral multiple of U.S.$200,000 may be illiquid and

difficult to trade.
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USE OF PROCEEDS

The net proceeds of the issue of the Bonds, after deducting the fees and other expenses in connection

with the issue of the Bonds, will be approximately U.S.$292,413,000, which will be used for general

corporate purposes including the development of Yinchuan Binhe New Industrial Zone.
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EXCHANGE RATES

PBOC sets and publishes daily a base exchange rate with reference primarily to the supply and demand

of Renminbi against a basket of currencies in the market during the prior day. The PBOC also takes into

account other factors, such as the general conditions existing in the international foreign exchange

markets. On 21 July 2005, the PRC government introduced a managed floating exchange rate system to

allow the value of the Renminbi to fluctuate within a regulated band based on market supply and

demand and by reference to a basket of currencies. On the same day, the value of the Renminbi

appreciated by 2.0 per cent. against the U.S. dollar. The PRC government has since made and in the

future may make further adjustments to the exchange rate system. On 18 May 2007, the PBOC enlarged,

effective on 21 May 2007, the floating band for the trading prices in the inter-bank spot exchange

market of Renminbi against the U.S. dollar from 0.3 per cent. to 0.5 per cent. around the central parity

rate. This allows the Renminbi to fluctuate against the U.S. dollar by up to 0.5 per cent. above or below

the central parity rate published by the PBOC. The floating band was further widened to 1.0 per cent. on

16 April 2012. These changes in currency policy resulted in the Renminbi appreciating against the U.S.

dollar by approximately 26.9 per cent. from 21 July 2005 to 31 December 2013. On 14 March 2014, the

PBOC further widened the floating band against the U.S. dollar to 2.0 per cent. On 11 August 2015,

PBOC announced to improve the central parity quotations of Renminbi against the U.S. dollar by

authorizing market-makers to provide central parity quotations to the China Foreign Exchange Trading

Centre daily before the opening of the interbank foreign exchange market with reference to the interbank

foreign exchange market closing rate of the previous day, the supply and demand for foreign exchange

as well as changes in major international currency exchange rates. Following the announcement by the

PBOC on 11 August 2015, Renminbi depreciated significantly against the U.S. dollar. In January and

February 2016, Renminbi experienced further fluctuation in value against the U.S. dollar. The PRC

government may adopt further reforms of its exchange rate system, including making the Renminbi

freely convertible in the future.

The following table sets forth information concerning exchange rates between the Renminbi and the

U.S. dollar for the periods presented:

Renminbi per U.S. Dollar Noon Buying Rate(1)

Period End Average(2) High Low

(CNY per U.S.$1.00)

2009 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8259 6.8295 6.8470 6.8176

2010 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.6000 6.7603 6.8330 6.6000

2011 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.2939 6.4475 6.6364 6.2939

2012 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.2301 6.3088 6.3879 6.2221

2013 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.0537 6.1412 6.2438 6.0537

2014 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.2046 6.1704 6.2591 6.0402

2015 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.4778 6.2869 6.4896 6.1870

2016 . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9430 6.6549 6.9580 6.4480

September . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.6685 6.6702 6.6790 6.6600

October . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.7735 6.7303 6.7819 6.6685

November . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8837 6.8402 6.9195 6.7534

December . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9430 6.9198 6.9580 6.8771

2017

January . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8768 6.8907 6.9575 6.8360

February . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8665 6.8694 6.8821 6.8517

March . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8832 6.8940 6.9132 6.8687

April . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8900 6.8876 6.8988 6.8778

May . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.8098 6.8843 6.9060 6.8098

June . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.7793 6.8066 6.8382 6.7793

(1) Exchange rates between Renminbi and U.S. dollar represent the noon buying rates as set forth in the H.10 statistical release

of the Federal Reserve Board.

(2) Annual and semi-annual averages have been calculated from month-end rate. Monthly averages have been calculated using

the average of the daily rates during the relevant period.
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CAPITALISATION AND INDEBTEDNESS

The following table sets forth the Group’s capitalisation as at 31 December 2016 and as adjusted to give

effect to the aggregate principal amount of the Bonds and the receipt of the gross proceeds thereof.

Investors should read this table in conjunction with the Group’s consolidated financial statements and

related notes included elsewhere in this Offering Circular.

As at 31 December 2016

Actual As adjusted

(RMB in

millions)

(U.S.$ in

millions)(1)
(RMB in

millions)

(U.S.$ in

millions)(1)

(audited) (unaudited)

Short-term indebtedness

Short-term borrowings . . . . . . . . . . . . . . . . . . . . . . 1,010.0 145.5 1,010.0 145.5

Long-term borrowings due within one year . . . . . . . . 484.1 69.7 484.1 69.7

Bonds payable due within one year . . . . . . . . . . . . . 1,864.8 268.6 1,864.8 268.6

Short-term commercial paper. . . . . . . . . . . . . . . . . . 50.0 7.2 50.0 7.2

Total short-term indebtedness . . . . . . . . . . . . . . . . 3,408.9 491.0 3,408.9 491.0

Long-term indebtedness

Long-term loans . . . . . . . . . . . . . . . . . . . . . . . . . . 3,190.6 459.5 3,190.6 459.5

Bonds payable . . . . . . . . . . . . . . . . . . . . . . . . . . . 7,623.1 1,098.0 7,623.1 1,098.0

Bonds to be issued(2) . . . . . . . . . . . . . . . . . . . . . . . – – 2.082.9 300.0

Total long-term indebtedness . . . . . . . . . . . . . . . . 10,813.7 1,557.5 12,896.6 1,857.5

Total indebtedness(3) . . . . . . . . . . . . . . . . . . . . . . 14,222.6 2,048.5 16,305.5 2,348.5

Equity

Total owners’ equity attributable to parent company . . 19,628.8 2,827.1 19,628.8 2,827.1

Minority interest . . . . . . . . . . . . . . . . . . . . . . . . . . 1,745.9 251.5 1,745.9 251.5

Total owners’ equity . . . . . . . . . . . . . . . . . . . . . . 21,374.7 3,078.6 21,374.7 3,078.6

Total capitalisation(4) . . . . . . . . . . . . . . . . . . . . . . 35,597.3 5,127.1 37,680.2 5,427.1

(1) U.S. dollar translations are provided for indicative purposes only and are unaudited. These translations were calculated

based on an exchange rate of RMB6.9430 to US$1.00 on 30 December 2016 as set forth in the H.10 statistical release of the

Federal Reserve Board.

(2) This amount represents the aggregate principal amount of the Bonds to be issued, before deducting the underwriting fees

and commissions, offering discounts and other expenses payable by the Issuer in connection with the issuance of the Bonds.

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

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

There has been no material change in the capitalisation and indebtedness of the Issuer since 31

December 2016.
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TERMS AND CONDITIONS OF THE BONDS

The following is the text of the Terms and Conditions which (subject to modification and except for the

paragraphs in italics) will be endorsed on the Certificates issued in respect of the Bonds.

The U.S.$300,000,000 3.50 per cent. Bonds due 2020 (the ‘‘Bonds’’, which expression includes any

further bonds issued pursuant to Condition 14 (Further issues) and forming a single series therewith) of

Yinchuan Tonglian Capital Investment Operation Co., Ltd.（銀川通聯資本投資運營有限公司）(the

‘‘Issuer’’) are constituted by, are subject to, and have the benefit of, a trust deed dated on or about 27

July 2017 (as amended, restated, replaced or supplemented from time to time, the ‘‘Trust Deed’’)

between the Issuer and The Bank of New York Mellon, London Branch as trustee (the ‘‘Trustee’’,

which expression includes all persons for the time being acting as trustee or trustees under the Trust

Deed) and are subject to an agency agreement dated on or about 27 July 2017 (as amended, restated,

replaced or supplemented from time to time, the ‘‘Agency Agreement’’) between the Issuer, The Bank

of New York Mellon SA/NV, Luxembourg Branch as registrar (the ‘‘Registrar’’, which expression

includes any successor registrar appointed from time to time in connection with the Bonds), The Bank

of New York Mellon, London Branch as principal paying agent (the ‘‘Principal Paying Agent’’, which

expression includes any successor principal paying agent appointed from time to time in connection with

the Bonds), The Bank of New York Mellon SA/NV, Luxembourg Branch as transfer agent (the

‘‘Transfer Agent’’, which expression includes any successor or additional transfer agents appointed

from time to time in connection with the Bonds), the paying agents named therein (together with the

Principal Paying Agent, the ‘‘Paying Agents’’, which expression includes any successor or additional

paying agents appointed from time to time in connection with the Bonds) and the Trustee. References

herein to the ‘‘Agents’’ are to the Registrar, the Principal Paying Agent, the Transfer Agent and the

Paying Agents and any reference to an ‘‘Agent’’ is to any one of them. Certain provisions of these

Conditions are summaries of the Trust Deed and the Agency Agreement and subject to their detailed

provisions. The Bondholders (as defined below) are bound by, and are deemed to have notice of, all the

provisions of the Trust Deed and the Agency Agreement applicable to them. Unless otherwise defined,

terms used in these Conditions have the meaning specified in the Trust Deed. Copies of the Trust Deed

and the Agency Agreement are available for inspection by Bondholders during normal business hours at

the registered office for the time being of the Trustee, being at the date hereof Canada Square, London

E14 5AL, United Kingdom and at the Specified Office (as defined in the Agency Agreement) of the

Principal Paying Agent, the initial Specified Office of which is set out below.

1. Form, Denomination and Status

(a) Form and denomination: The Bonds are issued in registered form in the denomination of

U.S.$200,000 and integral multiples of U.S.$1,000 in excess thereof (each, an ‘‘Authorised

Denomination’’).

(b) Status of the Bonds: The Bonds constitute direct, general and (subject to Condition 3(a)

(Negative Pledge) unsecured and unconditional obligations of the Issuer which will at all

times rank pari passu among themselves and at least pari passu with all other present and

future unsecured obligations of the Issuer, save for such obligations as may be preferred by

provisions of law that are both mandatory and of general application.

Upon issue, the Bonds will be evidenced by a global certificate (the ‘‘Global Certificate’’)

substantially in the form scheduled to the Trust Deed. The Global Certificate will be registered in

the name of a nominee of, and deposited with, a common depositary for Euroclear Bank S.A./N.V.

(‘‘Euroclear’’) and Clearstream Banking S.A. (‘‘Clearstream’’), and will be exchangeable for

individual Certificates (as defined below) only in the circumstances set out therein.
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2. Register, Title and Transfers

(a) Register: The Registrar will maintain a register (the ‘‘Register’’) in respect of the Bonds in

accordance with the provisions of the Agency Agreement. In these Conditions, the ‘‘Holder’’

of a Bond means the person in whose name such Bond is for the time being registered in the

Register (or, in the case of a joint holding, the first named thereof) and ‘‘Bondholder’’ shall

be construed accordingly. A certificate (each, a ‘‘Certificate’’) will be issued to each

Bondholder in respect of its registered holding. Each Certificate will be numbered serially

with an identifying number which will be recorded in the Register and, save as provided in

Condition 2(c), each Certificate shall represent the entire holding of Bonds by the same

holder.

(b) Title: The Holder of each Bond shall (except as ordered by a court of competent jurisdiction

or otherwise required by law) be treated as the absolute owner of such Bond for all purposes

(whether or not it is overdue and regardless of any notice of ownership, trust or any other

interest therein, any writing on the Certificate relating thereto (other than the endorsed form

of transfer) or any notice of any previous loss or theft of such Certificate) and no person

shall be liable for so treating such Holder. No person shall have any right to enforce any term

or condition of the Bonds or the Trust Deed under the Contracts (Rights of Third Parties) Act

1999.

(c) Transfers: Subject to paragraphs (f) (Closed periods) and (g) (Regulations concerning

transfers and registration) below, a Bond may be transferred upon surrender of the relevant

Certificate, with the endorsed form of transfer duly completed and signed, at the Specified

Office of the Registrar or the Transfer Agent, together with such evidence as the Registrar or

(as the case may be) the Transfer Agent may require to prove the title of the transferor and

the authority of the individuals who have executed the form of transfer; provided, however,

that a Bond may not be transferred unless the principal amount of Bonds transferred and

(where not all of the Bonds held by a Holder are being transferred) the principal amount of

the balance of Bonds not transferred are Authorised Denominations. Where not all the Bonds

represented by the surrendered Certificate are the subject of the transfer, a new Certificate in

respect of the balance of the Bonds will be issued to the transferor. No transfer of title of a

Bond will be valid unless and until registered in the Register.

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

accordance with the rules of the relevant clearing system.

(d) Registration and delivery of Certificates: Within seven business days of the receipt of a duly

completed form of transfer and the surrender of a Certificate in accordance with paragraph (c)

(Transfers) above, the Registrar will register the transfer in question and deliver a new

Certificate of a like principal amount to the Bonds transferred to each relevant Holder at its

Specified Office or (as the case may be) the Specified Office of the Transfer Agent or (at the

request and risk of any such relevant Holder) by uninsured first class mail (airmail if

overseas) to the address specified for the purpose by such relevant Holder. In this paragraph,

‘‘business day’’ means a day on which commercial banks are open for general business

(including dealings in foreign currencies) in the city where the Registrar or (as the case may

be) the Transfer Agent has its Specified Office.

(e) No charge: The transfer of a Bond will be effected without charge by or on behalf of the

Issuer, the Registrar or the Transfer Agent but against such indemnity as the Registrar or (as

the case may be) the Transfer Agent may require in respect of any tax or other duty of

whatsoever nature which may be levied or imposed in connection with such transfer.
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(f) Closed periods: Bondholders may not require transfers to be registered (i) during the period

of seven days ending on (but excluding) the due date for any payment of principal or interest

in respect of the Bonds; (ii) during the period of seven days ending on (and including) any

date on which Bonds may be called for redemption by the Issuer at its option pursuant to

Condition 5(b) (Redemption for tax reasons); (iii) after a Change of Control Put Exercise

Notice (as defined in Condition 5(c) (Redemption for Change of Control)) has been delivered

in respect of the relevant Bonds in accordance with Condition 5(c) (Redemption for Change

of Control) or (iv) after a No Registration Put Exercise Notice (as defined in Condition 5(d)

(Redemption for No Registration Event)) has been delivered in respect of the relevant Bonds

in accordance with Condition 5(d) (Redemption for No Registration Event).

(g) Regulations concerning transfers and registration: All transfers of Bonds and entries on the

Register are subject to the detailed regulations concerning the transfer of Bonds scheduled to

the Agency Agreement (the ‘‘Regulations’’). The Regulations may be changed by the Issuer

with the prior written approval of the Trustee and the Registrar. A copy of the current

Regulations will be mailed (free of charge) by the Registrar to any Bondholder who requests

in writing a copy of such Regulations and provides proof of holding to the satisfaction of the

Registrar.

3. Covenants

(i) Negative Pledge: So long as any Bond remains outstanding (as defined in the Trust Deed),

the Issuer shall not, and the Issuer shall procure that none of its Subsidiaries will, create or

permit to subsist any Security Interest upon the whole or any part of its present or future

undertaking, assets or revenues (including uncalled capital) to secure any Relevant

Indebtedness or Guarantee of Relevant Indebtedness without at the same time or prior

thereto (a) securing the Bonds equally and rateably therewith to the satisfaction of the

Trustee or (b) providing such other security for the Bonds the Trustee may in its absolute

discretion consider to be not materially less beneficial to the interests of the Bondholders or

as may be approved by an Extraordinary Resolution (as defined in the Trust Deed) of

Bondholders.

(ii) Notification to NDRC: The Issuer undertakes to file or cause to be filed with the NDRC

(within 10 PRC Business Days after the Issue Date (as defined in Condition 4 (Interest)) the

requisite information and documents in accordance with the Circular on Promoting the

Reform of the Administrative System on the Issuance by Enterprises of Foreign Debt Filings

and Registrations（國家發展改革委關於推進企業發行外債備案登記制管理改革的通知（發改

外資[2015] 2044 號））issued by the NDRC and which came into effect on 14 September

2015, and any implementation rules, reports, certificates, approvals or guidelines as issued by

the NDRC from time to time (the ‘‘NDRC Post-issue Filing’’)). The Issuer shall complete

the NDRC Post-issue Filing and provide such document(s) evidencing due filing with the

NDRC within the prescribed timeframe and shall comply with all applicable PRC laws and

regulations in connection with the Bonds (including without limitation, not to issue any

further bond in accordance with Condition 14 (Further Issuance) outside the PRC in excess of

U.S.$300,00,000 pursuant to or in connection with the Enterprise Foreign Debt Pre-Issuance

Registration Certificate（企業發行外債備案登記證明）from NDRC dated 7 November 2016.

The Trustee shall have no duty to monitor or 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 or any translation or certification thereof or to give notice to the Bondholders

confirming the completion of the NDRC Post-issue Filing, and shall not be liable to any

Bondholders or any other persons for any of the foregoing and for not doing so.
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(c) SAFE Registration: The Issuer undertakes that it shall (i) within 15 PRC Business Days

after the Issue Date, register or cause to be registered with SAFE the Bonds in

accordance with, the Administrative Measures for Foreign Debt Registration and its

operating guidelines, effective as of 13 May 2013 (the ‘‘Foreign Debt Registration’’),

(ii) complete the Foreign Debt Registration and obtain a registration record from SAFE

on or before the Registration Deadline, and (iii) comply with all applicable PRC laws

and regulations in relation to the Bonds.

Before the Registration Deadline and within five PRC Business Days after submission

of the NDRC Post-issue Filing and receipt of the registration certificate from SAFE (or

any other document evidencing the completion of registration issued by SAFE), the

Issuer shall provide the Trustee and the Principal Paying Agent with:

(i) a certificate in English signed by a director who is also an authorised signatory of

the Issuer confirming (A) completion of the Foreign Debt Registration, (B) no

Change of Control, Event of Default or any event or circumstance which could,

with the giving of notice, lapse of time, the issuing of a certificate and/or

fulfillment of any other requirement provided for in Condition 8 (Events of

Default) become any Event of Default has occurred; and (C) the submission of the

NDRC Post-issue Filing; and

(ii) certified copies of the relevant documents evidencing the Foreign Debt

Registration (the items specified in (i) and (ii) together, the ‘‘Registration

Documents’’).

Such a certificate shall contain a notice to Bondholders of the above matters attached to

such certificate and an instruction to the Principal Paying Agent to give such notice to

Bondholders in accordance with Condition 15 (Notices).

(d) Financial Statements etc.: So long as any Bond remains outstanding, the Issuer shall

provide to the Trustee:

(i) a Compliance Certificate of the Issuer (on which the Trustee may rely as to such

compliance) within 14 days of a written request by the Trustee and at the time of

provision of the Audited Financial Reports;

(ii) a copy of the Audited Financial Reports within 120 days of the end of each

Relevant Period prepared in accordance with PRC GAAP (audited by a nationally

recognised firm of independent accountants); and

(iii) a copy of the Unaudited Financial Reports within 90 days of the end of each

Relevant Period prepared on a basis consistent with the Audited Financial Reports,

provided that, if at any time the capital stock of the Issuer is listed for trading on a

recognised stock exchange, the Issuer shall provide to the Trustee, as soon as they are

available but in any event not more than 14 days after any financial or other reports of

the Issuer are filed with the exchange on which the Issuer’s capital stock is at such time

listed for trading, true and correct copies of any financial or other report filed with such

exchange in lieu of the reports identified in this Condition 3(d).

Reports and accounts referred to in this Condition 3(d) which are not in the English

language shall be provided to the Trustee together with an English translation of the

same translated by (x) a nationally recognised firm of independent accountants or (y) a
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professional translation service provider and checked by a nationally recognised firm of

independent accountants, together with a certificate in English signed by one director of

the Issuer certifying that such translation is complete and accurate.

(e) Rating Maintenance: So long as any Bond remains outstanding, save with the approval

of an Extraordinary Resolution of Holders, the Issuer shall maintain ratings on the

Bonds by at least one Rating Agency (and notify the Trustee of any change in such

rating in accordance with the Trust Deed).

In these Conditions:

‘‘Audited Financial Reports’’ means the annual audited consolidated balance sheet,

consolidated income statement, consolidated cash flow statement, consolidated statement of

changes in owners’ equity of the Issuer and its Subsidiaries together with any statements,

reports (including any directors’ and auditors’ reports) and notes attached to or intended to be

read with any of them;

‘‘Compliance Certificate’’ means a certificate of the Issuer signed by one of its directors

certifying that, having made due enquiries, to the best of the knowledge, information and

belief of the Issuer as at a date (the ‘‘Certification Date’’) not more than five days before the

date of the certificate:

(a) no Event of Default, an event or circumstance which could, with the giving of notice,

lapse of time, the issuing of a certificate and/or fulfilment of any other requirement

provided for in Condition 8 (Events of Default), become an Event of Default had

occurred since the Certification Date of the last such certificate or (if none) the date of

the Trust Deed or, if such an event had occurred, giving details of it; and

(b) the Issuer has complied with all its obligations under the Bonds, the Trust Deed and the

Agency Agreement;

‘‘Guarantee’’ means, in relation to any indebtedness of any Person, any obligation of another

Person to pay such indebtedness including (without limitation):

(a) any obligation to purchase such indebtedness;

(b) any obligation to lend money, to purchase or subscribe shares or other securities or to

purchase assets or services in order to provide funds for the payment of such

indebtedness;

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

indebtedness; and

(d) any other agreement to be responsible for such indebtedness;

‘‘Hong Kong’’ means the Hong Kong Special Administrative Region of the PRC;

‘‘NDRC’’ means the National Development and Reform Commission of the PRC or its local

counterparts;

‘‘Person’’ means any individual, company, corporation, firm, partnership, joint venture,

association, organisation, state or agency of a state or other entity, whether or not having

separate legal personality;
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‘‘PRC’’ means the People’s Republic of China, which, for the purposes of these Conditions,

shall not include Hong Kong, the Macau Special Administrative Region of the PRC and

Taiwan;

‘‘PRC Business Day’’ means a day on which commercial banks are open for business in the

PRC;

‘‘PRC GAAP’’ means the Accounting Standards for Business Enterprises in the PRC;

‘‘Rating Agencies’’ means (a) Fitch Ratings Ltd. and its affiliates and successors (‘‘Fitch’’);

(b) Standard & Poor’s Rating Services, a division of the McGraw-Hill Companies Inc., and

its affiliates and successors (‘‘S&P’’); or (c) Moody’s Investors Service, Inc., a subsidiary of

Moody’s Corporation, and its affiliates and successors (‘‘Moody’s’’); and (d) if one or more

of S&P, Fitch or Moody’s shall not make a rating of the Bonds publicly available, any

internationally recognised securities rating agency or agencies, as the case may be, selected

by the Issuer, which shall be substituted for S&P, Fitch or Moody’s or any combination

thereof, as the case may be;

‘‘Registration Deadline’’ means the day falling 90 PRC Business Days after the Issue Date.

‘‘Relevant Indebtedness’’ means any indebtedness incurred outside the PRC which is in the

form of or represented or evidenced by any bond, note, debenture, debenture stock, loan

stock, certificate or other instrument which for the time being is, or is intended to be or

capable of being, listed, quoted or traded on any stock exchange or in any securities market

(including, without limitation, any over-the-counter market);

‘‘Relevant Period’’ means:

(a) in relation to each of the Audited Financial Reports and the annual Compliance

Certificate of the Issuer, each period of twelve months ending on the last day of the

financial year (being 31 December of that financial year); and

(b) in relation to the Unaudited Financial Reports, each period of six months ending on the

last day of the first half of the financial year (being 30 June of that financial year);

‘‘SAFE’’ means the State Administration of Foreign Exchange of the PRC or its local branch;

‘‘Security Interest’’ means any mortgage, charge, pledge, lien or other security interest

including, without limitation, anything analogous to any of the foregoing under the laws of

any jurisdiction;

‘‘Subsidiary’’ means, in relation to any Person (the ‘‘first Person’’) at any particular time,

any other Person (the ‘‘second Person’’):

(a) whose affairs and policies the first Person controls or has the power to control, whether

by ownership of share capital, contract, the power to appoint or remove members of the

governing body of the second Person or otherwise; or

(b) whose financial statements are, in accordance with applicable law and generally

accepted accounting principles, consolidated with those of the first Person;
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‘‘Unaudited Financial Reports’’ means the semi-annual unaudited but reviewed consolidated

balance sheet, income statement, statement of cash flows and statement of changes in

shareholders’ equity of the Issuer and its Subsidiaries together with any statements, reports

(including any directors’ and auditors’ reports) and notes attached to or intended to be read

with any of them;

4. Interest

The Bonds bear interest from and including 27 July 2017 (the ‘‘Issue Date’’) at the rate of 3.50

per cent. per annum, (the ‘‘Rate of Interest’’) payable semi-annually in arrear on 27 January and

27 July in each year (each, an ‘‘Interest Payment Date’’), subject as provided in Condition 6

(Payments).

Each Bond will cease to bear interest from the due date for redemption unless, upon surrender of

the Certificate representing such Bond, payment of principal or premium (if any) is improperly

withheld or refused, in which case it will continue to bear interest at such rate (both before and

after judgment) until whichever is the earlier of (a) the day on which all sums due in respect of

such Bond up to that day are received by or on behalf of the relevant Bondholder and (b) the day

which is seven days after the Principal Paying Agent or the Trustee has notified the Bondholders

that it has received all sums due in respect of the Bonds up to such seventh day (except to the

extent that there is any subsequent default in payment).

The amount of interest payable on each Interest Payment Date shall be U.S.$17.5 in respect of

each U.S.$1,000 (the ‘‘Calculation Amount’’) principal amount of the Bonds. If interest is required

to be paid in respect of a Bond on any other date, it shall be calculated by applying the Rate of

Interest to the Calculation Amount, multiplying the product by the relevant day-count fraction,

rounding the resulting figure to the nearest cent (half a cent being rounded upwards).

If interest is required to be calculated for a period of a less than complete Interest Period (as

defined below), the relevant day-count fraction will be determined on the basis of a 360-day year

consisting of 12 months of 30 days each and, in the case of an incomplete month, the number of

days elapsed.

In these Conditions, the period beginning on and including the Issue Date and ending on but

excluding the first Interest Payment Date and each successive period beginning on and including

an Interest Payment Date and ending on but excluding the next succeeding Interest Payment Date

is called an ‘‘Interest Period’’.

5. Redemption and Purchase

(a) Scheduled redemption: Unless previously redeemed, or purchased and cancelled, the Bonds

will be redeemed at their principal amount on 27 July 2020, subject as provided in Condition

6 (Payments).

(b) Redemption for tax reasons: The Bonds may be redeemed at the option of the Issuer in

whole, but not in part, at any time, on giving not less than 30 nor more than 60 days’ notice

to the Bondholders (which notice shall be irrevocable) at their principal amount, together

with interest accrued to the date fixed for redemption, if, immediately before giving such

notice, the Issuer satisfies the Trustee that:

(i) the Issuer has or will become obliged to pay Additional Amounts (as defined in

Condition 7 (Taxation)) as provided or referred to in Condition 7 (Taxation) as a result

of any change in, or amendment to, the laws or regulations of the PRC or any political

subdivision or any authority thereof or therein having power to tax, or any change in

the application or official interpretation of such laws or regulations (including a holding

by a court of competent jurisdiction), which change or amendment becomes effective on

or after 18 July 2017; and
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(ii) such obligation cannot be avoided by the Issuer taking reasonable measures available to

it;

provided, however, that no such notice of redemption shall be given earlier than 90 days

prior to the earliest date on which the Issuer would be obliged to pay such Additional

Amounts if a payment in respect of the Bonds were then due.

Prior to the giving of any notice of redemption pursuant to this paragraph, the Issuer shall

deliver or procure that there is delivered to the Trustee:

(A) a certificate in English signed by one director who is also an authorised signatory of the

Issuer stating that the Issuer is entitled to effect such redemption and setting forth a

statement of facts showing that the conditions precedent to the right of the Issuer so to

redeem have occurred; and

(B) an opinion in form and substance satisfactory to the Trustee of independent legal or tax

advisers of recognised standing to the effect that the Issuer has or will become obliged

to pay such additional amounts as a result of such change or amendment.

The Trustee shall be entitled to accept and rely upon such certificate and opinion (without

further investigation or enquiry) as sufficient evidence of the satisfaction of the circumstances

set out in (i) and (ii) above, in which event they shall be conclusive and binding on the

Bondholders.

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

bound to redeem the Bonds in accordance with this Condition 5(b).

(c) Redemption for Change of Control: At any time following the occurrence of a Change

of Control, each Bondholder will have the right, at such Bondholder’s option, to require

the Issuer to redeem all but not some only of that Bondholder’s Bonds on the Put

Settlement Date at 101 per cent. of their principal amount, together with accrued

interest to such Put Settlement Date. To exercise such right, the Bondholder must

deposit at the Specified Office of any Paying Agent a duly completed and signed notice

of redemption, in the form for the time being current, obtainable from the Specified

Office of any Paying Agent (a ‘‘Change of Control Put Exercise Notice’’), together

with the Certificates evidencing the Bonds to be redeemed by not later than 30 days

following a Change of Control, or, if later, 30 days following the date upon which

notice thereof is given to Bondholders by the Issuer in accordance with Condition 15

(Notices). The ‘‘Change of Control Put Settlement Date’’ referred to in this Condition

5(c) shall be the 14th day after the expiry of such period of 30 days as referred to

above.

The Issuer shall give notice to Bondholders and the Trustee in accordance with

Condition 15 (Notices) by not later than 14 days following the first day on which the

Issuer becomes aware of the occurrence of a Change of Control, which notice shall

specify the procedure for exercise by Holders of their rights to require redemption of

the Bonds pursuant to this Condition 5(d).

In this Condition 5(d):

a ‘‘Change of Control’’ occurs when the Controlling Person ceases to have Control of

the Issuer or its successor entity;
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‘‘Control’’ means (where applicable) (i) the ownership, acquisition or control of not

less than 100 per cent. of the voting rights of the issued share capital of the person

concerned, whether obtained directly or indirectly or (ii) the right to appoint and/or

remove not less than 100 per cent. of the members of the board of directors or other

governing body of the person concerned, whether obtained directly or indirectly, and

whether obtained by ownership of share capital, the possession of voting rights, contract

or otherwise; and

‘‘Controlling Person’’ means the State-owned Assets Supervision and Administration

Commission of the Yinchuan City（銀川巿國有資產監督管理委員會）.

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

Registration Event, each Bondholder will have the right, at such Bondholder’s option, to

require the Issuer to redeem all, but not some only, of that Bondholder’s Bonds on the

No Registration Put Settlement Date (as defined below for Condition 5(d)) at 100 per

cent. of their principal amount, together with accrued interest up to (but excluding) the

No Registration Put Settlement Date. To exercise such right, the Bondholder must

deposit at the Specified Office of any Paying Agent a duly completed and signed notice

of redemption, in the form for the time being current, obtainable from the Specified

Office of any Paying Agent (a ‘‘No Registration Put Exercise Notice’’), together with

the Certificates evidencing the Bonds to be redeemed by not later than 30 days

following a No Registration Event, or, if later, 30 days following the date upon which

notice thereof is given to Bondholders by the Issuer in accordance with Condition 15

(Notices). The ‘‘No Registration Put Settlement Date’’ referred to in this Condition

5(d) shall be the fifth day after the expiry of such period of 30 days as referred to

above.

The Issuer shall give notice to Bondholders and the Trustee in accordance with

Condition 15 (Notices) by not later than ten days following the first day on which the

Issuer becomes aware of the occurrence of a No Registration Event, which notice shall

specify the procedure for exercise by Holders of their rights to require redemption of

the Bonds pursuant to this Condition 5(c).

In this Condition 5(c):

a ‘‘No Registration Event’’ occurs when the Registration Documents are not received

by the Trustee on or before the Registration Deadline.

A Change of Control Put Exercise Notice or a No Registration Put Exercise Notice once

delivered, shall be irrevocable and the Issuer shall redeem the Bonds subject to the

relevant Put Exercise Notices delivered as aforesaid.

(e) No other redemption: The Issuer shall not be entitled to redeem the Bonds otherwise

than as provided in Condition 5(a) (Scheduled redemption) to Condition 5(d)

(Redemption for No Registration Event) above.

(f) Purchase: The Issuer or any of its Subsidiaries may at any time purchase Bonds in the

open market or otherwise and at any price.

(g) Cancellation: All Bonds so redeemed or purchased by the Issuer or any of its

Subsidiaries shall be cancelled and may not be reissued or resold.
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(h) No duty to monitor: Neither the Trustee nor any Agent shall be obliged to take any

steps to ascertain whether a No Registration Event, Change of Control, Potential Event

of Default (as defined in the Trust Deed) or Event of Default has occurred or to monitor

the occurrence of any Change of Control, Potential Event of Default or Event of

Default, and shall not be liable to the Bondholders or any other person for not doing so.

(i) Calculations: Neither the Trustee nor any of the Agents shall be responsible for

calculating or verifying the calculations of any amount payable under any notice of

redemption or have a duty to verify the accuracy, validity and/or genuineness of any

documents in relation to or in connection thereto and shall not be liable to the

Bondholders or any other person for not doing so.

6. Payments

(a) Principal: Payments of principal shall be made by U.S. dollar cheque drawn on, or, upon

application by a Holder of a Bond to the Specified Office of the Principal Paying Agent not

later than the fifteenth day before the due date for any such payment by transfer to a U.S.

dollar account maintained by the payee with, a bank in New York City and (in the case of

redemption) upon surrender (or, in the case of part payment only, endorsement) of the

relevant Certificates at the Specified Office of any Paying Agent.

(b) Interest: Payments of interest shall be made by U.S. dollar cheque drawn on, or upon

application by a Holder of a Bond to the Specified Office of the Principal Paying Agent not

later than the fifteenth day before the due date for any such payment, by transfer to a U.S.

dollar account maintained by the payee with, a bank in New York City and (in the case of

interest payable on redemption) upon surrender (or, in the case of part payment only,

endorsement) of the relevant Certificates at the Specified Office of any Paying Agent.

(c) Payments subject to fiscal laws: All payments in respect of the Bonds are subject in all cases

to (i) any applicable fiscal or other laws and regulations in the place of payment, but without

prejudice to the provisions of Condition 7 (Taxation) and (ii) any withholding or deduction

required pursuant to an agreement described in Section 1471(b) of the U.S. Internal Revenue

Code of 1986 (the ‘‘Code’’) or otherwise imposed pursuant to Sections 1471 through 1474 of

the Code, any regulations or agreements thereunder, any official interpretations thereof, or

(without prejudice to the provisions of Condition 7 (Taxation)) any law implementing an

intergovernmental approach thereto. No commissions or expenses shall be charged to the

Bondholders in respect of such payments.

(d) Payments on business days: Where payment is to be made by transfer to a U.S. dollar

account, payment instructions (for value the due date, or, if the due date is not a business

day, for value the next succeeding business day) will be initiated and, where payment is to be

made by U.S. dollar cheque, the cheque will be mailed (i) (in the case of payments of

principal and interest payable on redemption) on the later of the due date for payment and the

day on which the relevant Certificate is surrendered (or, in the case of part payment only,

endorsed) at the Specified Office of a Paying Agent and (ii) (in the case of payments of

interest payable other than on redemption) on the due date for payment. A Holder of a Bond

shall not be entitled to any interest or other payment in respect of any delay in payment

resulting from (A) the due date for a payment not being a business day or (B) a cheque

mailed in accordance with this Condition 6 (Payments) arriving after the due date for

payment or being lost in the mail. In this paragraph, ‘‘business day’’ means any day on

which banks are open for general business (including dealings in foreign currencies) in New

York City, London and Hong Kong and, in the case of surrender (or, in the case of part

payment only, endorsement) of a Certificate, in the place in which the Certificate is

surrendered (or, as the case may be, endorsed).
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(e) Partial payments: If a Paying Agent makes a partial payment in respect of any Bond, the

Issuer shall procure that the amount and date of such payment are noted on the Register and,

in the case of partial payment upon presentation of a Certificate, that a statement indicating

the amount and the date of such payment is endorsed on the relevant Certificate.

(f) Record date: Each payment in respect of a Bond will be made to the person shown as the

Holder in the Register at the opening of business in the place of the Registrar’s Specified

Office on the fifteenth day before the due date for such payment (the ‘‘Record Date’’).

Where payment in respect of a Bond is to be made by cheque, the cheque will be mailed to

the address shown as the address of the Holder in the Register at the opening of business on

the relevant Record Date.

Notwithstanding the foregoing, so long as the Global Certificate is held on behalf of Euroclear,

Clearstream or any other clearing system, each payment in respect of the Global Certificate will

be made to the person shown as the Holder in the Register at the close of business of the relevant

clearing system on the Clearing System Business Day before the due date for such payments,

where ‘‘Clearing System Business Day’’ means a weekday (Monday to Friday, inclusive) except 25

December and 1 January.

7. Taxation

All payments of principal, premium and interest in respect of the Bonds 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

imposed, levied, collected, withheld or assessed by or on behalf of the PRC or any political

subdivision thereof or any authority therein or thereof having power to tax, unless the withholding

or deduction of such taxes, duties, assessments or governmental charges is required by law.

Where such withholding or deduction is made by the Issuer in the PRC up to the rate applicable on

18 July 2017 (the ‘‘Applicable Rate’’), the Issuer will pay such additional amounts as will result

in receipt by the Bondholders of such amounts after such withholding or deduction as would have

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

In the event that the Issuer is required to make a deduction or withholding by or within the PRC in

excess of the Applicable Rate, the Issuer shall pay such additional amounts (the ‘‘Additional

Amounts’’) as will result in receipt by the Bondholders of such amounts after such withholding or

deduction as would have been received by them had no such withholding or deduction been

required, except that no such Additional Amounts shall be payable in respect of any Bond:

(a) held by a Holder which is liable to such taxes, duties, assessments or governmental charges

in respect of such Bond by reason of its having some connection with the PRC other than the

mere holding of the Bond; or

(b) where (in the case of a payment of principal or interest on redemption) the relevant

Certificate is surrendered for payment more than 30 days after the Relevant Date except to

the extent that the relevant Holder would have been entitled to such Additional Amounts if it

had surrendered the relevant Certificate on the last day of such period of 30 days.

In these Conditions, ‘‘Relevant Date’’ means whichever is the later of (1) the date on which the

payment in question first becomes due and (2) if the full amount payable has not been received by the

Principal Paying Agent or the Trustee on or prior to such due date, the date on which (the full amount

having been so received) notice to that effect has been given to the Bondholders.
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Any reference in these Conditions to principal, premium or interest shall be deemed to include any

additional amounts in respect of principal, premium or interest (as the case may be) which may be

payable under this Condition 7 (Taxation) or any undertaking given in addition to or in

substitution of this Condition 7 (Taxation) pursuant to the Trust Deed.

If the Issuer becomes subject at any time to any taxing jurisdiction other than the PRC, references

in these Conditions to the PRC shall be construed as references to the PRC and/or such other

jurisdiction.

Neither the Trustee nor any Agent shall be responsible for paying any tax, duty, charges,

withholding or other payment referred to in this Condition 7 (Taxation) or for determining whether

such amounts are payable or the amount thereof, and shall not be responsible or liable for any

failure by the Issuer, the Bondholders or any other person to pay such tax, duty, charges,

withholding or other payment.

8. Events of Default

If any of the following events occurs (each an ‘‘Event of Default’’), then the Trustee at its

discretion may and, if so requested in writing by Holders of at least one quarter of the aggregate

principal amount of the outstanding Bonds or if so directed by an Extraordinary Resolution, shall

(subject to the Trustee having been indemnified and/or provided with security and/or pre-funded to

its satisfaction) give written notice to the Issuer declaring the Bonds to be immediately due and

payable, whereupon they shall become immediately due and payable at their principal amount

together with accrued interest without further action or formality:

(a) Non-payment: the Issuer fails to pay any amount of principal in respect of the Bonds on the

due date for payment thereof or fails to pay any amount of interest in respect of the Bonds

within seven days of the due date for payment thereof; or

(b) Breach of other obligations: the Issuer defaults in the performance or observance of any of

its other obligations under or in respect of the Bonds or the Trust Deed and such default (i) is

incapable of remedy or (ii) being a default which is capable of remedy remains unremedied

for 30 days after the Trustee has given written notice thereof to the Issuer; or

(c) Cross-default of Issuer or Subsidiary:

(i) any indebtedness of the Issuer or any of its Subsidiaries is not paid when due or (as the

case may be) within any originally applicable grace period;

(ii) any such indebtedness becomes (or becomes capable of being declared) due and payable

prior to its stated maturity otherwise than at the option of the Issuer or (as the case may

be) the relevant Subsidiary or (provided that no event of default, howsoever described,

has occurred) any person entitled to such indebtedness; or

(iii) the Issuer or any of its Subsidiaries fails to pay when due any amount payable by it

under any Guarantee of any indebtedness;

provided that the amount of indebtedness referred to in sub-paragraph (i) and/or subparagraph (ii)

above and/or the amount payable under any Guarantee referred to in sub-paragraph (iii) above,

individually or in the aggregate, exceeds U.S.$20,000,000 (or its equivalent in any other currency

or currencies); or
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(d) Unsatisfied judgment: one or more judgment(s) or order(s) for the payment of any amount (or

its equivalent in any other currency or currencies), whether individually or in the aggregate,

is rendered against the Issuer or any of its Principal Subsidiaries and continue(s) unsatisfied

or unstayed for a period of 30 days after the date(s) thereof or, if later, the date therein

specified for payment; or

(e) Security enforced: a secured party takes possession, or a receiver, manager or other similar

officer is appointed, of the whole or any material part of the undertaking, assets and revenues

of the Issuer or any of its Principal Subsidiaries and is not discharged with 30 days; or

(f) Insolvency, etc.: (i) the Issuer or any of its Principal Subsidiaries becomes insolvent or is

unable to pay its debts as they fall due, (ii) an administrator or liquidator is appointed (or

application for any such appointment is made) in respect of the Issuer or any of its Principal

Subsidiaries or the whole or any material part of the undertaking, assets and revenues of the

Issuer or any of its Principal Subsidiaries, (iii) the Issuer or any of its Principal Subsidiaries

takes any action for a readjustment or deferment of any of its obligations or makes a general

assignment or an arrangement or composition with or for the benefit of the relevant creditors

or declares a moratorium in respect of any of its indebtedness or any Guarantee of any

indebtedness given by it or (iv) the Issuer or any of its ceases or threatens to cease to carry

on all or any substantial part of its business; or

(g) Winding up, etc.: an order is made or an effective resolution is passed for the winding up,

liquidation or dissolution of the Issuer or any of its Principal Subsidiaries); or

(h) Nationalisation: any step is taken by any person with a view to the seizure, compulsory

acquisition, expropriation or nationalisation of the whole or any part of the assets of the

Issuer or any of its Principal Subsidiaries; or

(i) Analogous event: any event occurs which under the laws of the PRC has an analogous effect

to any of the events referred to in paragraphs (d) (Unsatisfied judgment) to (g) (Winding up,

etc.) above; or

(j) Failure to take action, etc.: any action, condition or thing at any time required to be taken,

fulfilled or done in order (i) to enable the Issuer lawfully to enter into, exercise its rights and

perform and comply with its obligations under and in respect of the Bonds or the Trust Deed,

(ii) to ensure that those obligations are legal, valid, binding and enforceable and (iii) to make

the Certificates and the Trust Deed admissible in evidence in the courts of Hong Kong and

the PRC is not taken, fulfilled or done; or

(k) Unlawfulness: it is or will become unlawful for the Issuer to perform or comply with any of

its obligations under or in respect of the Bonds or the Trust Deed; or

(l) Government Intervention: (i) all or any substantial part of the undertaking, assets and

revenues of the Issuer or any of its Subsidiaries is condemned, seized, compulsorily acquired,

expropriated, nationalised or otherwise appropriated by any person acting under the authority

of any national, regional or local government or (ii) the Issuer or any of its Subsidiaries is

prevented by any such person from exercising normal control over all or any substantial part

of its undertaking, assets and revenues.

In this Condition 8, Principal Subsidiary means any Subsidiary of the Issuer:

(a) whose revenue or (in the case of a Subsidiary which itself has Subsidiaries) consolidated

revenue, as shown by its latest audited income statement is at least 3 per cent. of the

consolidated revenue as shown by the latest audited consolidated income statement of the

Issuer and its Subsidiaries; or
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(b) whose gross profit or (in the case of a Subsidiary which itself has Subsidiaries) consolidated

gross profit, as shown by its latest audited income statement are at least 3 per cent. of the

consolidated gross profit as shown by the latest audited consolidated income statement of the

Issuer and its Subsidiaries including, for the avoidance of doubt, the Issuer and its

consolidated Subsidiaries share of profits of Subsidiaries not consolidated and of jointly

controlled entities and after adjustments for minority interests; or

(c) whose gross assets or (in the case of a Subsidiary which itself has Subsidiaries) consolidated

gross assets, as shown by its latest audited balance sheet are at least 3 per cent. of the

amount which equals the amount included in the consolidated gross assets of the Issuer and

its Subsidiaries as shown by the latest audited consolidated balance sheet of the Issuer and its

Subsidiaries including, for the avoidance of doubt, the investment of the Issuer in each

Subsidiary whose accounts are not consolidated with the consolidated audited accounts of the

Issuer and after adjustment for minority interests; or

(d) to which is transferred the whole or substantially the whole of the assets of a Subsidiary

which immediately prior to such transfer was a Principal Subsidiary, provided that the

Principal Subsidiary which so transfers its assets shall forthwith upon such transfer cease to

be a Principal Subsidiary and the Subsidiary to which the assets are so transferred shall

become a Principal Subsidiary at the date on which the first available audited accounts

(consolidated, if appropriate) of the Issuer prepared as of a date later than such transfer are

issued unless such Subsidiary would continue to be a Principal Subsidiary on the basis of

such accounts by virtue of the provisions of paragraphs (a), (b) or (c) above of this

definition;

provided that, in relation to paragraphs (a), (b) and (c) above of this definition:

(i) in the case of a corporation or other business entity becoming a Subsidiary after the end

of the financial period to which the latest consolidated audited accounts of the Issuer

relate, the reference to the then latest consolidated audited accounts of the Issuer for the

purposes of the calculation above shall, until consolidated audited accounts of the Issuer

for the financial period in which the relevant corporation or other business entity

becomes a Subsidiary are issued be deemed to be a reference to the then latest

consolidated audited accounts of the Issuer adjusted to consolidate the latest audited

accounts (consolidated in the case of a Subsidiary which itself has Subsidiaries) of such

Subsidiary in such accounts;

(ii) if at any relevant time in relation to the Issuer or any Subsidiary which itself has

Subsidiaries no consolidated accounts are prepared and audited, revenue, gross profit or

gross assets of the Issuer and/or any such Subsidiary shall be determined on the basis of

pro forma consolidated accounts prepared for this purpose by the Issuer;

(iii) if at any relevant time in relation to any Subsidiary, no accounts are audited, its

revenue, gross profit or gross assets (consolidated, if appropriate) shall be determined

on the basis of pro forma accounts (consolidated, if appropriate) of the relevant

Subsidiary prepared for this purpose by the Issuer; and

(iv) if the accounts of any Subsidiary (not being a Subsidiary referred to in proviso (i)

above) are not consolidated with those of the Issuer, then the determination of whether

or not such Subsidiary is a Principal Subsidiary shall be based on a pro forma

consolidation of its accounts (consolidated, if appropriate) with the consolidated

accounts (determined on the basis of the foregoing) of the Issuer.
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A certificate prepared by an authorised signatory who is also a director of the Issuer that in his or

her opinion, a Subsidiary is or is not, or was or was not, a Principal Subsidiary of the Issuer in the

absence of manifest error, be conclusive and binding on the Bondholders and all parties. The

Certificate shall, if there is a dispute as to whether any Subsidiary of the Issuer is or is not a

Principal Subsidiary, be accompanied by a report by a nationally recognised firm of public

accounts addressed to the Issuer as to proper extraction of the figures used by the Issuer in

determining the Principal Subsidiaries of the Issuer and mathematical accuracy of the calculation.

9. Prescription

Claims for principal and interest on redemption shall become void unless the relevant Certificates

are surrendered for payment within ten years of the appropriate Relevant Date.

10. Replacement of Certificates

If any Certificate is lost, stolen, mutilated, defaced or destroyed, it may be replaced at the

Specified Office of the Registrar, subject to all applicable laws and stock exchange requirements,

upon payment by the claimant of the expenses incurred in connection with such replacement and

on such terms as to evidence, security, indemnity and otherwise as the Issuer, the Registrar or the

Transfer Agent may require. Mutilated or defaced Certificates must be surrendered before

replacements will be issued.

11. Trustee and Agents

Under the Trust Deed, the Trustee is entitled to be indemnified and/or provided with security and/

or pre-funded and relieved from responsibility in certain circumstances and to be paid its costs and

expenses in priority to the claims of the Bondholders. In addition, the Trustee, the Agents and their

respective directors and officers are entitled (i) to enter into business transactions with the Issuer

and/or any of the Issuer’s Subsidiaries and to act as trustee for the holders of any other securities

issued or guaranteed by, or relating to, the Issuer and/or any of the Issuer’s Subsidiaries, (ii) to

exercise and enforce its rights, comply with its obligations and perform its duties under or in

relation to any such transactions or, as the case may be, any such trusteeship without regard to the

interests of, or consequences for, the Bondholders, and (iii) to retain and not be liable to account

for any profit made or any other amount or benefit received thereby or in connection therewith.

In the exercise of its powers and discretions under these Conditions and the Trust Deed, the

Trustee will have regard to the interests of the Bondholders as a class and will not be responsible

for any consequence for individual Holders of Bonds as a result of such Holders being connected

in any way with a particular territory or taxing jurisdiction.

In acting under the Agency Agreement and in connection with the Bonds, the Agents act solely as

agents of the Issuer and (to the extent provided therein) the Trustee and do not assume any

obligations towards or relationship of agency or trust for or with any of the Bondholders.

The initial Agents and their initial Specified Offices are listed below. The Issuer reserves the right

(with the prior approval of the Trustee) at any time to vary or terminate the appointment of any

Agent and to appoint a successor registrar or principal paying agent and additional or successor

paying agents and transfer agents; provided, however, that the Issuer shall at all times maintain a

principal paying agent and a registrar.

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

the Bondholders.
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12. Meetings of Bondholders; Modification and Waiver

(a) Meetings of Bondholders: The Trust Deed contains provisions for convening meetings of

Bondholders to consider matters relating to the Bonds, including the modification of any

provision of these Conditions, the Trust Deed and the Agency Agreement. Any such

modification may be made if sanctioned by an Extraordinary Resolution. Such a meeting may

be convened by the Issuer or by the Trustee and shall be convened by the Trustee upon the

request in writing of Bondholders holding not less than 10 per cent. of the aggregate

principal amount of the outstanding Bonds (subject to the Trustee being indemnified and/or

secured and/or prefunded to its satisfaction). The quorum at any meeting convened to vote on

an Extraordinary Resolution will be two or more persons holding or representing one more

than 50 per cent. of the aggregate principal amount of the outstanding Bonds or, at any

adjourned meeting, two or more persons being or representing Bondholders whatever the

principal amount of the Bonds held or represented; provided, however, that certain proposals

(including any proposal to change any date fixed for payment of principal, premium or

interest in respect of the Bonds, to reduce the amount of principal, premium or interest

payable on any date in respect of the Bonds, to alter the method of calculating the amount of

any payment in respect of the Bonds or the date for any such payment, to change the

currency of payments under the Bonds, to amend Condition 3 (Covenants) or to change the

quorum requirements relating to meetings or the majority required to pass an Extraordinary

Resolution) (each, a ‘‘Reserved Matter’’)) may only be sanctioned by an Extraordinary

Resolution passed at a meeting of Bondholders at which two or more persons holding or

representing not less than 75 per cents. or, at any adjourned meeting, 25 per cent. of the

aggregate principal amount of the outstanding Bonds form a quorum. Any Extraordinary

Resolution duly passed at any such meeting shall be binding on all the Bondholders, whether

present or not and whether or not they voted on the Extraordinary Resolution. In addition,

consent given by way of electronic consents through the relevant clearing system(s) (in a

form satisfactory to the Trustee) by or on behalf of the Bondholders of not less than 90 per

cent. of the aggregate principal amount of the Bonds then outstanding for the time being

outstanding, shall, in each case, be effective as an Extraordinary Resolution of the

Bondholders. An Extraordinary Resolution passed at any meeting of the Bondholders will be

binding on all Bondholders, whether or not they are present at the meeting.

In addition, the Trust Deed provides that a resolution in writing signed by or on behalf of

Bondholders holding not less than 90 per cent. of the aggregate principal amount of the Bonds

then outstanding who for the time being are entitled to receive notice of a meeting of Bondholders

under the Trust Deed will take effect as if it were an Extraordinary Resolution passed at a meeting

of Bondholders duly convened and held. Such a resolution in writing may be contained in one

document or several documents in the same form, each signed by or on behalf of one or more

Bondholders.

(b) Modification and waiver: The Trustee may, without the consent of the Bondholders, agree to

any modification of these Conditions, the Trust Deed and the Agency Agreement (other than

in respect of a Reserved Matter) which is, in the opinion of the Trustee, proper to make if, in

the opinion of the Trustee, such modification is not materially prejudicial to the interests of

Bondholders and to any modification of the Bonds, the Trust Deed or the Agency Agreement

which is of a formal, minor or technical nature or is to correct a manifest error. In addition,

the Trustee may, without the consent of the Bondholders, authorise or waive any proposed

breach or breach of the Bonds, the Trust Deed or the Agency Agreement (other than a

proposed breach or breach relating to the subject of a Reserved Matter) if, in the opinion of

the Trustee, the interests of the Bondholders are not materially prejudiced thereby.

Any such authorisation, waiver or modification shall be binding on the Bondholders and

unless the Trustee agrees otherwise, any such authorisation, waiver or modification shall be

notified to the Bondholders by the Issuer as soon as practicable thereafter.
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(c) Directions from Bondholders: Whenever the Trustee is required or entitled by the Bonds, the

Trust Deed and/or the Agency Agreement to exercise any discretion or power, take any

action, make any decision or give any direction or certification, the Trustee is entitled, prior

to exercising any such discretion or power, taking any such action, making any such

decision, or giving any such direction or certification, to seek directions from the

Bondholders by way of an Extraordinary Resolution and to be indemnified and/or provided

with security and/or pre-funded to its satisfaction against all action, proceedings, claims and

demands to which it may be or become liable and all costs, charges, damages, expenses

(including legal expenses) and liabilities which may be incurred by it in connection

therewith, and the Trustee is not responsible for any loss or liability incurred by any person

as a result of any delay in it exercising such discretion or power, taking such action, making

such decision, or giving such direction or certification where the Trustee is seeking such

directions.

(d) Certificates and Reports: The Trustee may rely without liability to Bondholders on a report,

advice, opinion, confirmation or certificate from any lawyers, valuers, accountants (including

auditors and surveyors), financial advisers, financial institution or any other expert, whether

or not addressed to it and whether their liability in relation thereto is limited (by its terms or

by any engagement letter relating thereto or in any other manner) by reference to a monetary

cap, methodology or otherwise. The Trustee may accept and shall be entitled to rely on any

such report, confirmation, opinion or certificate or advice and such report, confirmation or

certificate or advice shall be binding on the Issuer, the Trustee and the Bondholders.

13. Enforcement

The Trustee may at any time, at its discretion and without notice, institute such actions, suits and

proceedings as it thinks fit to enforce its rights under the Trust Deed or the Agency Agreement in

respect of the Bonds, but it shall not be bound to do so unless:

(a) it has been so requested in writing by the Holders of at least one quarter of the aggregate

principal amount of the outstanding Bonds or has been so directed by an Extraordinary

Resolution; and

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

No Bondholder may proceed directly against the Issuer unless the Trustee, having become bound

to do so, fails to do so within a reasonable time and such failure is continuing.

14. Further Issues

The Issuer may from time to time, without the consent of the Bondholders and in accordance with

the Trust Deed, create and issue further bonds having the same terms and conditions as the Bonds

in all respects (or in all respects except for the first payment of interest and the timing for

reporting to the NDRC and the timing of registration of the Bonds with SAFE) so as to form a

single series with the Bonds.

15. Notices

Notices to the Bondholders will be sent to them by first class mail (or its equivalent) or (if posted

to an overseas address) by airmail at their respective addresses on the Register. Any such notice

shall be deemed to have been given on the fourth day after the date of mailing.

Until such time as any individual certificates are issued and so long as the Global Certificate is

held in its entirety on behalf of Euroclear and Clearstream any notice to the Bondholders shall be

validly given by the delivery of the relevant notice to Euroclear and Clearstream for
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communication by the relevant clearing system to entitled accountholders in substitution for

notification as required by the Conditions and shall be deemed to have been given on the date of

delivery to such clearing system.

16. Currency Indemnity

If any sum due from the Issuer in respect of the Bonds or any order or judgment given or made in

relation thereto has to be converted from the currency (the ‘‘first currency’’) in which the same is

payable under these Conditions or such order or judgment into another currency (the ‘‘second

currency’’) for the purpose of (a) making or filing a claim or proof against the Issuer, (b)

obtaining an order or judgment in any court or other tribunal or (c) enforcing any order or

judgment given or made in relation to the Bonds, the Issuer shall indemnify the Trustee and each

Bondholder, on the written demand of the Trustee or such Bondholder addressed to the Issuer and

delivered to the Issuer, against any loss suffered as a result of any discrepancy between (i) the rate

of exchange used for such purpose to convert the sum in question from the first currency into the

second currency and (ii) the rate or rates of exchange at which the Trustee or such Bondholder

may in the ordinary course of business purchase the first currency with the second currency upon

receipt of a sum paid to it in satisfaction, in whole or in part, of any such order, judgment, claim

or proof. This indemnity constitutes a separate and independent obligation of the Issuer and shall

give rise to a separate and independent cause of action.

17. Governing Law and Jurisdiction

(a) Governing law: The Bonds, the Trust Deed and the Agency Agreement and any non-

contractual obligations arising out of or in connection with the Bonds, the Trust Deed and

Agency Agreement are governed by English law.

(b) Jurisdiction: The Issuer has in the Trust Deed and the Agency Agreement (i) agreed for the

benefit of the Trustee and the Bondholders or (as the case may be) the Agents that the courts

of Hong Kong shall have exclusive jurisdiction to settle any dispute (a ‘‘Dispute’’) arising

out of or in connection with the Bonds, the Trust Deed and the Agency Agreement (including

any non-contractual obligation arising out of or in connection with the Bonds and such

documents); (ii) agreed that those courts are the most appropriate and convenient courts to

settle any Dispute and, accordingly, that it will not argue that any other courts are more

appropriate or convenient; (iii) designated a person in Hong Kong to accept service of any

process on its behalf; (iv) consented to the enforcement of any judgment; and (v) to the

extent that it may in any jurisdiction claim for itself or its assets immunity from suit,

execution, attachment (whether in aid of execution, before judgment or otherwise) or other

legal process, and to the extent that in any such jurisdiction there may be attributed to itself

or its assets or revenues such immunity (whether or not claimed), agreed not to claim and

irrevocably waived such immunity to the full extent permitted by the laws of such

jurisdiction.
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SUMMARY OF PROVISIONS RELATING TO

THE BONDS WHILE IN GLOBAL FORM

The Global Bond Certificate for the Bonds contains provisions which apply to the Bonds while they are

in global form, some of which modify the effect of the Terms and Conditions set out in this Offering

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

The Bonds will be represented by a Global Bond Certificate which will be registered in the name of a

nominee of, and deposited with, a common depositary on behalf of Euroclear and Clearstream.

Under the Global Bond Certificate, the Issuer, for value received, will promise to pay the amount

payable upon redemption under the Terms and Conditions represented by the Global Bond Certificate to

the Bondholders in such circumstances as the same may become payable in accordance with the Terms

and Conditions.

The Global Bond Certificate will become exchangeable in whole, but not in part, for Individual Bond

Certificates if (a) Euroclear or Clearstream is closed for business for a continuous period of 14 days

(other than by reason of legal holidays) or announces an intention permanently to cease business or (b)

any of the circumstances described in Condition 8 (Events of Default) occurs.

Whenever the Global Bond Certificate is to be exchanged for Individual Bond Certificates, such

Individual Bond Certificates will be issued in an aggregate principal amount equal to the principal

amount of the Global Bond Certificate within five business days of the delivery, by or on behalf of the

registered Holder of the Global Bond Certificate, Euroclear and/or Clearstream, to the Registrar of such

information as is required to complete and deliver such Individual Bond Certificates (including, without

limitation, the names and addresses of the persons in whose names the Individual Bond Certificates are

to be registered and the principal amount of each such person’s holding) against the surrender of the

Global Bond Certificate at the Specified Office of the Registrar. Such exchange will be effected in

accordance with the provisions of the Agency Agreement and the regulations concerning the transfer and

registration of Bonds scheduled thereto and, in particular, shall be effected without charge to any Holder

or the Trustee, but against such indemnity as the Registrar may require in respect of any tax or other

duty of whatsoever nature which may be levied or imposed in connection with such exchange.

In addition, the Global Bond Certificate will contain provisions that modify the Terms and Conditions as

they apply to the Bonds evidenced by the Global Bond Certificate. The following is a summary of

certain of those provisions:

Payments on business days

In the case of all payments made in respect of the Global Bond Certificate, ‘‘business day’’ means any

day which is a day on which dealings in foreign currencies may be carried on in New York City and

Hong Kong.

Payment Record Date

Each payment in respect of the Global Bond Certificate will be made to the person shown as the Holder

in the Register at the close of business (in the relevant clearing system) on the Clearing System Business

Day before the due date for such payment (the ‘‘Record Date’’) where ‘‘Clearing System Business

Day’’ means a weekday (Monday to Friday, inclusive) except 25 December and 1 January.

Trustee’s powers

In considering the interests of Bondholders while the Global Certificate is registered in the name of a

nominee for a clearing system, the Trustee may, to the extent it considers it appropriate to do so in the

circumstances, but without being obligated to do so, (a) have regard to any information as may have

been made available to it by or on behalf of the relevant clearing system or its operator as to the identity
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of its accountholders (either individually or by way of category) with entitlements in respect of the

Bonds and (b) consider such interests on the basis that such accountholders were the holders of the

Bonds in respect of which the Global Certificate is issued.

Bondholder’s redemption

The Bondholder’s redemption option in Condition 5(c) and 5(d) may be exercised by the holder of this

Global Certificate giving notice to the Principal Paying Agent of the principal amount of Bonds in

respect of which the option is exercised within the time limits specified in the Conditions.

Issuer’s redemption

The option of the Issuer provided for in Condition 5(b) shall be exercised by the Issuer giving notice to

the Bondholders within the time limits set out in and containing the information required by that the

Conditions.

Notices

So long as the Bonds are evidenced by the Global Certificate and the Global Certificate is held on

behalf of Euroclear or Clearstream or any Alternative Clearing system, notices to holders of the Bonds

shall be given by delivery of the relevant notice to Euroclear or Clearstream or such Alternative

Clearing System, for communication by it to accountholders entitled to an interest in the Bonds in

substitution for notification as required by the Conditions.

Transfers

Transfers of interests in the Bonds will be effected through the records of Euroclear and Clearstream (or

any Alternative Clearing System) and their respective participants in accordance with the rules and

procedures of Euroclear and Clearstream (or any Alternative Clearing System) and their respective direct

and indirect participants.

Cancellation

Cancellation of any Bond by the Issuer following its redemption or purchase by the Issuer and its

Subsidiaries will be effected by a reduction in the principal amount of the Bonds in the register of

Bondholders.

Meetings

For the purposes of any meeting of Bondholders, the holder of the Bonds evidenced by the Global

Certificate shall be treated as two persons for the purposes of any quorum requirements of a meeting of

Bondholders and as being entitled to one vote in respect of each US$1,000 in principal amount of Bonds

for which the Global Certificate is issued.
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DESCRIPTION OF THE GROUP

OVERVIEW

The Group is the largest operation platform for stated-owned capital in the Yinchuan Municipality of the

Ningxia Hui Autonomous Region in terms of assets size as at 31 December 2016 and is wholly-owned

by the Yinchuan SASAC, the local counterpart of the State Administration of State-owned Assets

Commission of the PRC. Since its establishment in 2008, the Group has played an important role in

particular in implementing the Ningxia government’s blueprint for infrastructure planning and municipal

construction, and has received strong financial and operational supports from the Yinchuan Municipal

Government. Its operations and investments focus on infrastructure development and construction in the

Yinchuan Municipality of the Ningxia Hui Autonomous Region.

As at 31 December 2016, the Group operated its principal businesses primarily through 12 subsidiaries.

As at 31 December 2015 and 2016, the consolidated total assets of the Group were RMB45,358.0

million and RMB41,305.1 million, respectively. For the years ended 31 December 2015 and 2016, the

operating income of the Group was RMB2,152.8 million and RMB2,221.0 million, respectively. For the

years ended 31 December 2015 and 2016, gross profit of the Group was RMB476.7 million and

RMB488.6 million, respectively.

Over the years, the Group has diversified its business portfolio to include infrastructure construction,

water supply, public transportation, gas supply, bookstore operation and other businesses. Set forth

below is an overview of the principal business segments of the Group:

• Infrastructure Construction. The Group is the sole government authorised infrastructure

constructor in Yinchuan. It conducts its infrastructure construction business through Yinchuan

Municipal Construction Investment Holdings Ltd（銀川市城市建設投資控股有限公司）(the

‘‘Municipal Construction Company’’) in which the Group directly holds approximately 78.7 per

cent. of equity interest. The Group mainly undertakes infrastructure construction projects for the

Yinchuan Municipal Government, such as the construction of municipal roads, affordable housing

projects, water facilities and educational institutions. The Group also undertakes a small number of

self-invested infrastructure construction projects. As at 31 December 2016, some of the Group’s

completed infrastructure construction projects have not been fully paid. The total investment of

those infrastructure construction projects amounted to approximately RMB15,140.23 million. As at

31 December 2016, the Group had received payments for those infrastructure construction projects

totalling approximately RMB4,504.34 million, which represented approximately 20.0 per cent. of

the total amount receivable for those projects. As at 31 December 2016, the Group had

approximately 520 ongoing infrastructure construction projects with investment totalling

approximately RMB9,599.6 million. For the years ended 31 December 2015 and 2016, operating

income generated from the Group’s infrastructure construction business was RMB1,042.0 million

and RMB1,011.7 million, respectively, representing 48.4 per cent. and 45.6 per cent., respectively,

of the Group’s operating income. For the years ended 31 December 2015 and 2016, gross profit

generated from the Group’s infrastructure construction business was RMB431.6 million and

RMB401.3 million, respectively, representing 84.3 per cent. and 80.7 per cent., respectively, of the

Group’s total gross profits.

• Water Supply. The Group is the sole water supplier in Yinchuan. The Group’s water supply

business includes tap water supply, water facility construction and other related business. It

conducts its water supply business primarily through Yinchuan China Railway Water Group Co.,

Ltd.（銀川中鐵水務集團有限公司）(the ‘‘China Railway Water Company’’) in which the Group

directly holds 51.0 per cent. of equity interest, and through its wholly-owned direct subsidiary,

Yinchuan West Water Supply Co., Ltd.（銀川市西部供水有限公司）(the ‘‘Water Supply

Company’’). China Railway Water Company is the sole supplier for tap water supply, water

facility construction and other related business in Yinchuan. Water Supply Company supplies tap

water for industrial use for the area around Yinchuan. As at 31 December 2016, the Group
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supplied tap water in Yinchuan with the coverage extended to over 1.3 million residents in an area

of approximately 330 square kilometres in Yinchuan. As of 31 December 2016, the Group had

nine pieces of water supply land, 13 water supply plants, 272 deep wells, and 1,277 kilometres of

water pipeline networks (DN100mm or above) in operation. The Group’s water plants had a

combined design water processing capacity of 533,000.0 million tonnes per day as of 31 December

2016. For the years ended 31 December 2015 and 2016, the operating income derived from the

Group’s water supply business was RMB371.8 million and RMB430.9 million, respectively,

representing 17.3 per cent. and 19.4 per cent., respectively, of the Group’s operating income. For

the years ended 31 December 2015 and 2016, gross profit generated from the Group’s water supply

business was RMB109.4 million and RMB91.1 million, respectively, representing 21.4 per cent.

and 18.3 per cent., respectively, of the Group’s total gross profits.

• Public Transportation. The Group is the sole public transportation operator in Yinchuan. It

conducts its public transportation business primarily through Yinchuan City Public Transportation

Co., Ltd（銀川市公共交通有限公司）(the ‘‘Public Transportation Company’’) in which

Municipal Construction Company holds 100.0 per cent. The Group’s public transportation network

covers the downtown area of Yinchuan and nearby counties including Helan County（賀蘭縣）and

Yongning County（永寧縣）, representing approximately 60% of the urban public passenger

transportation (buses, vans and taxis) in Yinchuan. It also covers some neighbouring districts such

as Binhe New District（濱河新區）. As at 31 December 2016, the Group had 1,818 public vehicles

operating in 125 routes, with a total length of routes amounting to 2,229.8 km, a total travelled

distance of its public vehicles of 8,444.1 km and a total passenger traffic volume of 310.0 million

person-times. For the years ended 31 December 2015 and 2016, the operating income derived from

the Group’s public transportation business was RMB211.9 million and RMB203.5 million,

respectively, representing 9.8 per cent. and 9.2 per cent., respectively, of the Group’s operating

income. Due to the public services nature of the Yinchuan bus system, the Yinchuan Municipal

Government controls the ticket fares. The operating income generated from the Group’s public

transportation business covers part of its operating costs. For the years ended 31 December 2015

and 2016, the Group’s public transportation business initially recorded losses of RMB303.5 million

and RMB271.6 million, respectively. The Yinchuan Municipal Government subsidises the Group

for the bus operations due to its public services nature. For the years ended 31 December 2015 and

2016, the government subsidies received by the Group for its public transportation business

amounted to RMB225.2 million and RMB223.4 million, respectively.

• Gas Supply. The Group operates one of the primary liquefied gas providers in Yinchuan and offers

the most comprehensive set of gas supply services in Yinchuan. It conducts its gas supply business

primarily through Yinchuan Gas Heating Co., Ltd.（銀川市煤氣供熱有限公司）(the ‘‘Gas Heating

Company’’), a wholly-owned direct subsidiary of Municipal Construction Company. Gas Heating

Company is primarily engaged in the supply of bottled liquefied petroleum gas and compressed

natural gas for automobiles for approximately 90,000 residents and some of the urban catering

industry in Yinchuan. For the years ended 31 December 2015 and 2016, the operating income

derived from the Group’s gas supply business was RMB77.3 million and RMB60.7 million,

respectively, representing 3.6 per cent. and 2.7 per cent., respectively, of the Group’s operating

income. For the years ended 31 December 2015 and 2016, gross profit generated from the Group’s

gas supply business was RMB20.9 million and RMB13.6 million, respectively, representing 4.1

per cent. and 2.7 per cent., respectively, of the Group’s total gross profits.

• Bookstore Operation. The Group is the largest state-owned bookstore operator in Yinchuan with

60 years of operating experience and its sales volume of books accounted for over 80% of the total

sales volume of the region for the calendar year ended 31 December 2016. It conducts its

bookstore business primarily through its wholly-owned direct subsidiary, Yinchuan Xinhua

Bookstore Co., Ltd.（銀川新華書店有限公司）(the ‘‘Bookstore Company’’). The Group’s

bookstore business includes the sales of books, audio-visual products and stationery. For the years

ended 31 December 2015 and 2016, the operating income derived from the Group’s bookstore
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operation business was RMB104.3 million and RMB106.1 million, respectively, representing 4.8

per cent. and 4.8 per cent., respectively, of the Group’s operating income. For the years ended 31

December 2015 and 2016, gross profit generated from the Group’s bookstore operation business

was RMB35.0 million and RMB30.9 million, respectively, representing 6.8 per cent. and 6.2 per

cent., respectively, of the Group’s total gross profits.

• Other businesses. The Group is also engaged in other business operations including, among others,

secured transport service, real property, tourism, advertising, property leasing and management,

sewage treatment and financial services. For the years ended 31 December 2015 and 2016, the

operating income derived from the Group’s other businesses was RMB345.5 million and

RMB408.1 million, respectively, representing 16.0 per cent. and 18.4 per cent., respectively, of

the Group’s operating income. For the years ended 31 December 2015 and 2016, gross profit

generated from the Group’s other businesses was RMB218.6 million and RMB231.9 million,

respectively, representing 42.7 per cent. and 46.6 per cent., respectively, of the Group’s total gross

profits.

RECENT DEVELOPMENT

The Group’s total liabilities were RMB26.7 billion as at 31 May 2017. The Group’s other payables

increased by RMB6.2 billion from 31 December 2016 to 31 May 2017; correspondingly, the Group’s

currency funds increased by RMB2.1 billion and other current assets increased, mainly in the form of

financial products, by RMB3.8 billion for the same period.

CORPORATE STRUCTURE

As at 31 December 2016, the Group operated its principal businesses primarily through 12 subsidiaries.

The chart below illustrates a simplified corporate structure of the Group, as at the date of this Offering

Circular:

Yinchuan SASAC

( )

Yinchuan Tonglian Capital Investment Operation Co., Ltd.

( )

Yinchuan Binhe 

Yellow River Bridge 

Management Co., Ltd.

(

)

Yinchuan City Public 

Transportation Co., 

Ltd.

(

)

Yinchuan Gas Heating 

Co., Ltd.

(

)

Yinchuan City Land 

Development Co., Ltd.

(

)

Yinchuan China 

Railway Water Group 

Helan Water Supply 

Co., Ltd.

(

)

Yinchuan China 

Railway Water Group 

Municipal Engineering 

Co., Ltd.

(

)

Yinchuan Municipal 

Construction 

Investment Holdings 

Ltd. 

(

)

Yinchuan China 

Railway Water Group 

Co., Ltd.

(

)

Yinchuan West Water 

Supply Co., Ltd.

(

)

Yinchuan Xinhua 

Bookstore Co., Ltd.

(

)

Ningxia Jindunsiwei 

Security Escort 

Service Co., Ltd.

(

)

Yinchuan the Western 

Xia Regime Cemetery 

Culture Tourism 

Investment Co., Ltd.

(

)

78.6% 51% 100% 100% 58% 100%

100%

60% 100% 100% 100% 100% 100%
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HISTORY AND DEVELOPMENT

The following are a number of the key events occurred and a number of honour and awards received in

the corporate development of the Group:

2008 • Yinchuan Zhulong Investments Company Limited, the predecessor

of the Group, was established by the Yinchuan Municipal

Government on 22 December 2008, as a wholly state-owned

enterprise with an initial registered capital of RMB500 million.

2011 • The Company’s registered capital was increased to RMB500,556,800

through capital injections by the Yinchuan Municipal Government.

2014 • The Yinchuan SASAC transferred approximately 100.0 per cent.

equity interests in Municipal Construction Company (the Group now

holds 78.6 per cent.), 100.0 per cent. equity interests in Bookstore

Company and 51.0 per cent. equity interests in China Railway Water

Company to the Group.

• The Yinchuan SASAC changed the name of the Company to

Yinchuan Tonglian Capital Investment Operation Co., Ltd.

• The Company’s registered capital was increased to RMB3,000

million through capital injections by the Yinchuan Municipal

Government.

2015 • The Company’s registered capital was increased to RMB10,055.6

million through capital injections by the Yinchuan SASAC.

• In October, the Group successfully issue its medium term note in the

PRC in principal amounts of RMB2 billion.

2016 • In January, the Group successfully issued its medium term note in

the PRC in principal amounts of RMB400 million.

• In February, the Group successfully issued its short-term financing

bond in the PRC in principal amounts of RMB500 million.

• The Company ’s r e g i s t e r e d c a p i t a l w a s i n c r e a s e d t o

RMB11,035,600,000 through capital injections by the Yinchuan

SASAC.

2017 • In March, the Group successfully issued its short-term financing

bond in the PRC in principal amounts of RMB500 million.

AWARDS

The Group has received numerous awards and recognition at the group level and in each of principal

business segments as set forth below.

The Company

• In May 2016, the Company was awarded the ‘‘Municipal Investment Attraction Advance Unit for

the Year of 2015’’ by Yinchuan Municipal Party Committee of CPC and Yinchuan Municipal

People’s Government.
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Infrastructure Construction

• In February 2015, Yinchuan Municipal Construction and Comprehensive Tunnel Investment

Const ruc t ion Management Co. , Ltd .（銀川市市政建設和綜合管廊投資建設管理有限公

司）(‘‘Construction Management’’), partially owned and operated by the Group, was awarded the

‘‘Yinchuan Municipal ‘Phoenix’ High Quality Construction Project for the Year of 2014’’ for its

construction project of Jinfeng 16th Road by Yinchuan Municipal Construction Industry

Association.

• In February 2015, Construction Management was awarded the ‘‘Yinchuan Municipal ‘Phoenix’

High Quality Construction Project for the Year of 2014’’ for its construction project of South

Phoenix Street by Yinchuan Municipal Construction Industry Association.

• In July 2016, Construction Management was awarded the ‘‘Yinchuan Municipal Construction

Industry Association Advanced Unit for the Year of 2015’’ by Yinchuan Municipal Construction

Industry Association.

Water Supply

• In May 2016, China Railway Water Company was awarded the ‘‘Yinchuan Municipal Re-

examination Work on National Water-Saving Cities Advanced Collective’’ by Yinchuan Municipal

People’s Government.

• In June 2015, China Railway Water Company won the ‘‘Yinchuan SASAC System Advanced

Grass-roots Party Organization Award’’ organised by Yinchuan Municipal State-owned Assets

Supervision and Administration Working Committee.

Public Transportation

• In August 2016, Public Transportation Company was awarded the ‘‘National Transportation

Industry Spiritual Civilization Construction Advanced Unit’’ by Ministry of Transport.

Gas Supply

• In June 2016, Gas Heating Company was awarded the ‘‘Quality and Reputation AAA Level

Enterprise’’ by Yinchuan Municipal Road Transportation Administration Bureau.

Bookstore Operation

• In January 2014, Bookstore Company was awarded the ‘‘Civilized Unit’’ by Yinchuan Municipal

Party Committee of CPC and Yinchuan Municipal People’s Government.

Other Businesses

• In January 2015, Ningxia Jindunsiwei Security Escort Service Co., Ltd.（寧夏四維金盾保安押運服

務有限公司）was awarded the ‘‘Advanced Grass-roots Party Organization for the Year of 2015’’

by Yinchuan Municipal State-owned Assets Supervision and Administration Working Committee.

• In September 2015, Yinchuan the Western Xia Regime Cemetery Culture Tourism Investment Co.,

Ltd.（銀川西夏陵文化旅遊投資有限公司）was awarded the ‘‘China-Arab States Travelling

Salesmen Conference Reception Work Advanced Unit’’ by Ningxia Hui Autonomous Region

Tourist Bureau. In March 2016, Yinchuan the Western Xia Regime Cemetery Culture Tourism

Investment Co., Ltd.（銀川西夏陵文化旅遊投資有限公司）won the ‘‘2015-2016 Winter Tourism

Outstanding Organization Award’’ organized by Ningxia Hui Autonomous Region Tourist Bureau.
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COMPETITIVE STRENGTHS

The Group believes that its competitive strengths outlined below distinguish it from its competitors and

are important to its success and future development:

Excellent location with great social and economic development potential

The Group focuses on infrastructure construction and municipal development in Yinchuan. Established

in 2008, the Group is designated to carry out Yinchuan Municipal Government’s blueprint for

infrastructure construction and municipal development in Yinchuan. Yinchuan is the capital of the

Ningxia Hui Autonomous Region. Located at the hub of the domestic section of the New Eurasian Land

Bridge, the Ningxia Hui Autonomous Region is the fastest and the most convenient air and road

passageway in China that connects the northern China region and the north-eastern China region with

the Middle East and Central Asia. Yinchuan has traditionally been an important passageway for ‘‘Silk

Road’’, and is also considered as a key municipality in carrying out China’s ‘‘One Belt, One Road’’

initiative. Yinchuan is closely associated with domestic and international economic and trade exchanges

and cultural communication. With the implementation of ‘‘One Belt One Road’’ initiative, constructing a

new Eurasian Land Bridge Economic Corridor brings significant opportunities for the development of

Yinchuan.

Yinchuan has successfully organized the China-Arab States Economic and Trade Forum (which changed

its name to China-Arab States Expo in 2013) since the first forum in 2010. Yinchuan has therefore been

named as the permanent site for the China-Arab States Expo. In September 2012, the State Council had

established an inland opening-up pilot economic zone in the Ningxia Hui Autonomous Region to

promote economic and trade cooperation between China and Arab States.

An abundance of coal reserves of various types and high quality, the convenient access to Yellow River,

and numerous grade ‘‘5A’’ tourist areas in Yinchuan also benefit the Group’s various businesses.

Ningxia Hui Autonomous Region has experienced rapid and remarkable economic and social

development in recent years. According to the Statistics Bureau of Ningxia Hui Autonomous Region,

Ningxia Hui Autonomous Region recorded an annual gross domestic product (GDP) of RMB315.01

billion in 2016, representing an increase of 8.1% as compared to 2015. The growth speed ranked first of

northwester provinces and ninth in the PRC.

As the Group’s primary business segments focus on infrastructure development and construction in

Yinchuan, the Group’s businesses have benefited, and will continue to benefit, from its excellent

location and the development of Yinchuan, which have brought and will continue to bring significant

business opportunities to the Group in terms of infrastructure construction and municipal development.

The largest investment platform for infrastructure development and construction wholly-owned by the

Yinchuan SASAC

The Group is the largest operation platform for stated-owned capital in the Yinchuan Municipality of the

Ningxia Hui Autonomous Region in terms of assets size as at 31 December 2016 and is wholly-owned

by the Yinchuan SASAC. The Group is also the sole government authorised infrastructure constructor in

Yinchuan, the sole water supplier in Yinchuan, the sole public transportation operator in Yinchuan, one

of the primary liquefied gas providers with the most comprehensive set of gas supply services in

Yinchuan and the largest state-owned bookstore operator in Yinchuan.

Since its establishment, the Group has received strong financial support from the Yinchuan Municipal

Government and the Yinchuan SASAC, including capital injections, asset injections, government

subsidies, preferential tax treatment and other government involvement to support the Group’s operation

and development.
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• Capital injections: Since its establishment, the Group has received capital injections from the

Yinchuan Municipal Government and the Yinchuan SASAC on various occasions. In 2011, the

Yinchuan Municipal Government increased the registered capital of the Company by RMB556,800.

In 2014, 2015 and 2016, the Yinchuan SASAC further increased the Group’s registered capital by

approximately RMB3.0 billion, RMB7.1 billion and RMB2.7 billion respectively.

• Asset injections: The Yinchuan SASAC also provides support to the Group in the form of equity

transfers, with the aim of replenishing the Group’s assets and diversifying the Group’s businesses.

In 2014, The Yinchuan SASAC transferred 100.0 per cent. equity interests in Municipal

Construction Company, 100.0 per cent. equity interests in Bookstore Company and 51.0 per cent.

equity interests in China Railway Water Company to the Company. These transfers expanded the

Group’s business scope. As at the date of this Offering Circular, the Group holds 78.6491%, 100%

and 51% equity interests in these companies, respectively.

• Government subsidies: The Group also receives financial support from the Yinchuan Municipal

Government in the form of government grants. For the years ended 31 December 2015 and 2016,

the government subsidies and grants received by the Group amounted to RMB533.5 million and

RMB789.4 million, respectively.

• Preferential tax treatment: The Yinchuan Municipal Government provides financial support to the

Group in the form of tax rebates from time to time. Certain subsidiaries of the Company are

entitled to preferential enterprise income tax rate of 15.0 per cent. compared to the statutory tax

rate of 25.0 per cent. pursuant to applicable preferential taxation policies.

• Government involvement: The Yinchuan Municipal Government and the Yinchuan SASAC exercise

considerable influence over the Group’s business strategy and performance, with the key

executives of the Group being appointed by the Yinchuan SASAC from senior positions within

the Yinchuan Municipal Government. See ‘‘Directors, Supervisors and Senior Management.’’ The

Group works closely with the relevant Yinchuan municipal departments and authorities to

determine the Group’s annual investment plans, budgets, business plans and performance targets

and ensure that informed and viable investment decisions are made and implemented by the Group.

Diversified business portfolio and asset base to provide stable return to the Group

The Group has a diversified business portfolio and asset base which provide it with steady operating

income and cash flows from its businesses and enhance its risk resilience. The Group’s infrastructure

construction, water supply, public transportation, gas supply and bookstore operation businesses are the

Group’s principal sources of operating income. The Group’s other businesses (including, among others,

sale of properties, property leasing and management, sewage treatment and financial services) also

provide stable operating income and cash flows to the Group.

The Group’s diversified business portfolio minimises the risk of business concentration and the level of

volatility in its overall earnings and financial position as a result of changes in industrial conditions,

selling prices or costs within any one sector. In addition, the Group actively diversifies the source of

operating income from its business segments. The Group’s diversified business portfolio allows it to be

less reliant on any single business segment and achieve more stable growth. The steady and diversified

source of operating income and cash flows give the Group stability as well as flexibility in managing its

operations.

Diversified sources of funding and strong credit position

The Group has access to both equity and debt financing and the ability to tap both sources of funding

depending on market conditions, thereby increasing the possibility to secure favourable financing terms

and enhancing its funding efficiency. As at 31 December 2016, the Group had an outstanding balance of

debt financing instruments of RMB11.2 billion, comprising corporate debt of RMB5.3 billion, medium

term notes of RMB2.4 billion, short-term financing notes of RMB0.5 billion and privately placed debt
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financing instruments of RMB3.0 billion. The Group believes that its ability to obtain financing gives it

a comparative advantage over competitors with only access to limited funding sources. As such, the

Group believes that it has a robust liquidity position with access to diversified funding sources. As at 31

December 2016, the Group had cash and cash equivalents of approximately RMB3.0 billion as compared

to long-term loans and short-term borrowing of approximately RMB1.0 billion. The Group actively

manages its cash flow and capital commitments to ensure that it has sufficient funds to meet its existing

and future cash flow requirements.

In addition to cash generated from its operations, the Group has maintained long-term relationships with

a large number of domestic and international banks, including Ningxia branch of China Development

Bank, Ningxia branch of Agricultural Development Bank of China, Yinchuan branch of China

Merchants, Ningxia branch of Bank of China and Xita branch of Bank of Communications, with total

approved credit lines of approximately RMB21.8 billion and unused credit lines of RMB3.3 billion as at

31 December 2016. The Group’s strong financing capability has enabled it to capitalise on various

business opportunities to purchase or construct new production facilities and equipment in each of the

industries in which it operates.

Experienced management team with sound corporate governance

The Group’s management team has extensive experience in the various businesses of the Group,

including urban operations, infrastructure construction and water supply. The management team has on

average 17 years of management experience in either the Group or other large corporations. Many

members of the Group’s management team also serve, or have served, in various positions of the

Yinchuan Municipal Government. The Group believes that its management team’s extensive experience

in a broad range of industries and strong execution capabilities will continue to be instrumental in

executing its business strategies and capturing market opportunities as they arise, and contribute to the

sustainable growth of the Group.

In addition, the Group’s operation teams in all of the Group’s businesses are led by professionals with

extensive experience in operation and management of the relevant industries of the Group’s business and

supported by a highly skilled and well-trained workforce. Throughout its years of operation and

management of its various businesses, the Group has been able to maintain effective and efficient

management and operational control over its key subsidiaries. The Group has adopted a commercially

driven approach to managing its business operations while leveraging on its established relationship with

governmental authorities with a view to maximising its growth potential.

BUSINESS STRATEGIES

The Group’s goal is to continue to grow its asset base, optimise its capital structure and enhance

operational efficiency. The Group intends to focus on the following strategies:

Actively respond to the ‘‘One Belt, One Road’’ initiative of the PRC government and continue to focus

on municipal infrastructure development in Yinchuan

The Group plans to continue to actively leverage the strategic location of Yinchuan and the ‘‘One Belt,

One Road’’ initiative of the PRC government and increase its focus on urban infrastructure construction

and development. With its excellent strategic location, Yinchuan is also considered as a key

municipality in carrying out China’s ‘‘one Belt, One Road’’ initiative. in recent years, Yinchuan has

released a number of policies to further develop infrastructure in Yinchuan. Over the past few years, the

Group has built a strong presence and achieved a market-leading position in the infrastructure

construction in Yinchuan. Leveraging its close relationships with the Yinchuan municipal government,

the Group plans to focus on infrastructure construction and municipal development and the provision of

related services in Yinchuan given the active demand for infrastructure construction in Yinchuan. the

Group intends to continue to work closely with the Yinchuan municipal government and the Yinchuan
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SASAC to explore innovative models to participate in public infrastructure projects in the evolving PRC

regulatory environment. the Group believes that this will further strengthen its key position as a leading

urban infrastructure developer in Yinchuan.

Further enhance the Group’s core competitive advantages in its business industries with support from

local government

The Group believes that the existing urban planning and development policies of the Yinchuan

Municipal Government will lead to further growth opportunities in the Group’s urban and environmental

planning. With the strategic objective of creating ‘‘Three Centres and One Destination,’’ or, a modern

logistics centre, a life service centre, a modern service business centre and a venue for tourism and

leisure, for the Yinchuan Municipal Government, the Group intends to develop Yinchuan into a regional

service business centre for the regions of Shaanxi, Gansu, Ningxia and Inner Mongolia. The Group also

aims to continue to leverage on its existing close working relationship with the Yinchuan Municipal

Government with a view to winning mandates for business segments including infrastructure

construction, water supply, public transportation, gas supply and bookstore operation. By utilising its

existing competitive strengths alongside the future development policies of Yinchuan, the Group will

continue to seek business opportunities and further enhance its core competitive advantages.

Continue to diversify the Group’s businesses and to expand into industries that provide synergies with

the Group’s core businesses

The Group intends to continue to focus on infrastructure construction, water supply, public

transportation, gas supply and bookstore operation segments. However, the Group also plans to

diversify its business portfolio and expand into industries that will create synergies with the Group’s

existing business. Over the years, the Group has gradually diversified its business to other business

operations that provide synergies with the Group’s core business including, among others, sale of

properties, property leasing and management, sewage treatment and financial services. The Group

believes its increased investment in diversified business areas will continue to benefit local social and

economic development and that the diversified source of the Group’s income will contribute to a steady

growth of the Group’s income.

Continue to centralise the management of the Group’s capital

The Group will continue to centralise the management of its capital to achieve efficient capital

deployment. Specifically, to further control costs and improve profitability, the Group plans to continue

adopting prudent financial policies. Such policies include:

• Maintaining a standard capital management mechanism to monitor capital usage and its efficiency

and to prevent the risk of misapplication of capital, thus increasing the overall management

efficiency; and

• Maintaining prudent investment policies to achieve balance between assets and liabilities, between

investment returns and risk-taking, and between core businesses and non-core businesses.

The Group believes that these measures will further enhance its competitive advantages and help achieve

sustainable growth.

Improve risk management system and adopt strict risk control measures

The Group believes that a prudent risk management system will contribute to minimising the operational

and financial risks of the Group. The Group will continue to adopt the following risk control measures

to improve its risk management structure and internal control systems:

• Continuing to implement a stringent financial reporting and controlling system focusing on

centralised management in order to ensure strict compliance with applicable laws and regulations;
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• Implementing the coordination of tendering and bidding management among various operational

units; and

• Allocating more resources to the Group’s research and development for construction, new

technologies and products, and project and operation management, while gradually implementing a

centralised management system over its fixed assets, such as key technical equipment.

The Group strives to prudently manage its finances while fulfilling its investment and development

needs to drive its profitability.

Attract, motivate and cultivate high-quality talent

The Group believes that people are one of its important assets and the Group’s continued ability to

compete effectively in its existing businesses and expand into new business areas depend on its ability

to attract, motivate and retain talent. As at 31 December 2016, the Group employed approximately 7,700

employees, among which approximately 450 had a bachelor’s degree or above, representing

approximately 5.8 per cent. of total employees. The salaries and benefits of the Group’s employees

depend primarily on their type of work, position, length of service with the Group and local market

conditions. The Group believes that its compensation packages for its employees are in line with

industry standards. The Group plans to further enhance its comprehensive training programs to improve

the skills and knowledge base of its employees. The Group also seeks to motivate and retain high-

quality talent through a performance-based compensation system, reinforce their commitment to the

Group’s culture and promote a cohesive work environment.

DESCRIPTION OF THE GROUP’S BUSINESS

The Group’s operations and investments primarily focus on six business segments, namely (i)

infrastructure construction, (ii) water supply, (iii) public transportation, (iv) gas supply; (v) bookstore

operation, and (vi) other businesses.

The following table sets out a breakdown of the Group’s operating income from each business segment

for the periods indicated:

Year ended 31 December

2015 2016

Amount % of total Amount % of total

(RMB million)

(audited)

(RMB million)

(audited)

Business segment

Infrastructure Construction . . . . . . . . . . . . . . . . . . . 1,042.0 48.4 1,011.7 45.6

Water Supply . . . . . . . . . . . . . . . . . . . . . . . . . . . . 371.8 17.3 430.9 19.4

Public Transportation . . . . . . . . . . . . . . . . . . . . . . . 211.9 9.8 203.5 9.2

Gas Supply. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 77.3 3.6 60.7 2.7

Bookstore Operation . . . . . . . . . . . . . . . . . . . . . . . 104.3 4.8 106.1 4.8

Other Businesses . . . . . . . . . . . . . . . . . . . . . . . . . . 345.5 16.0 408.1 18.4

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2,152.8 100.0 2,221.0 100.0
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The following table sets out a breakdown of the Group’s total gross profit from each business segment

for the periods indicated:

Year ended 31 December

2015 2016

Amount % of total Amount % of total

(RMB million)

(audited)

(RMB million)

(audited)

Business segment

Infrastructure Construction . . . . . . . . . . . . . . . . . . . 431.6 84.3 401.3 80.7

Water Supply . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109.4 21.4 91.1 18.3

Public Transportation1 . . . . . . . . . . . . . . . . . . . . . . (303.5) (59.3) (271.6) (54.6)

Gas Supply. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20.9 4.1 13.6 2.7

Bookstore Operation . . . . . . . . . . . . . . . . . . . . . . . 35.0 6.8 30.9 6.2

Other Businesses . . . . . . . . . . . . . . . . . . . . . . . . . . 218.6 42.7 231.9 46.6

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 512.0 100.0 497.1 100.0

Note:

1. For the years ended 31 December 2015 and 2016, the Group’s public transportation business initially recorded losses of

RMB303.5 million and RMB271.6 million, respectively. The Yinchuan Municipal Government subsidises the Group for its

bus operations due to its public services nature. For the years ended 31 December 2015 and 2016, the government subsidies

received by the Group for its public transportation business amounted to RMB225.2 million and RMB223.4 million,

respectively. Details see ‘‘Description of the Group – Description of the Group’s Business – Public Transportation’’.

Infrastructure Construction

Overview

The Group is the sole government authorised infrastructure constructor in Yinchuan. It conducts its
infrastructure construction business through Municipal Construction Company.

The Group mainly undertakes infrastructure construction projects for the Yinchuan Municipal
Government, such as the construction of municipal roads, affordable housing projects, water facilities
and educational institutions. The Group also undertakes a small number of self-invested infrastructure
construction projects, such as construction of the Yellow River Bridge in Binhe, Yinchuan（銀川濱河黃
河大橋）and the Viaduct in Hexi extended from Beijing Road in Yinchuan（銀川北京路延伸河西高架
橋）.

As at 31 December 2016, some of the Group’s completed infrastructure construction projects have not
been fully paid. The total investment of those infrastructure construction projects amounted to
approximately RMB15,140.23 million. As at 31 December 2016, the Group had received payments for
those infrastructure construction projects totalling approximately RMB4,504.3 million, which
represented approximately 20.0 per cent. of the total amount receivable for those projects. As at 31
December 2016, the Group had approximately 520 ongoing infrastructure construction projects with
investment totalling approximately RMB9,599.6 million. For the years ended 31 December 2015 and
2016, operating income generated from the Group’s infrastructure construction business was
RMB1,042.0 million and RMB1,011.7 million, respectively, representing 48.4 per cent. and 45.6 per
cent., respectively, of the Group’s operating income. For the years ended 31 December 2015 and 2016,
gross profit generated from the Group’s infrastructure construction business was RMB431.6 million and
RMB401.3 million, respectively, representing 84.3 per cent. and 80.7 per cent., respectively, of the
Group’s total gross profits.
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Business Model

The Group’s infrastructure construction projects are primarily conducted under a ‘‘build-and transfer’’
(‘‘BT’’) business model. Under the BT business model, the Group normally carries out the construction
work in accordance with a project buy-back agreement with the Yinchuan Municipal Government, which
usually states that the Group is responsible for financing, constructing and delivering projects to the
Yinchuan Municipal Government within the agreed timetable. For each project, the Group also
undertakes to manage and coordinate the tendering and bidding process for third parties contractors,
enter into any agreements and to initially pay for the fees and expenses of the third party contractors.

The Group outsources its construction work to independent third parties, such as Yinchuan Water
Company（銀川市自來水公司）and Yinchuan Construction Bureau（銀川市建設局）. Selection of the
third-party contractors is customarily conducted through public tender and bidding process as required
by national and local regulations. The Group considers bidders’ track record performance, work quality,
proposed delivery schedules and costs in its selection process and seek to maintain its construction costs
at a reasonable level without sacrificing quality.

Upon completion, inspection and acceptance of the construction project, Yinchuan Municipal Finance
Department will make payments to the Group in the agreed amount including a reasonable profit
according to the instalment payment agreement and buy back the project according to the agreed
schedule.

The Group primarily finances its construction projects through funds allocated by Yinchuan Municipal
Finance Department and through self-financing methods (which includes bank loans and debt issuances).
In determining whether funds will be allocated, Yinchuan Municipal Finance Department will consider
such factors as the number of completed and ongoing construction projects and the scale and payment
arrangements of the projects. Funds for each project will be included in the Yinchuan Municipal Finance
Department’s preparation and review of the annual budget and will be allocated according to the
construction progress and funding needs of each project.

According to Guofa [2012] No.463 Circular, which was promulgated in 2012 by the PRC Construction
Department and the PRC Treasury Department, the PRC government will no longer commission the
construction of infrastructure projects using the buy-back business model. However, this was recently
abolished pursuant to the decision issued on 18 August 2016, and the implications of the decision on the
Group’s business going forward are presently unclear. See ‘‘Risk Factors – Risks Relating to the PRC –

The PRC regulatory framework governing the incurrence of financial obligations and indebtedness by

local governments and local government financing vehicles is undergoing significant change, and may

materially and adversely impact the ability of the Group to conduct its business as presently conducted,

significantly increase operating or compliance costs of the Group, or may otherwise materially and

adversely affect the business, prospects, financial condition and results of operations of the Group.’’

The Group has not engaged in any new buy-back projects since the promulgation of Guofa[2012]
No.463 Circular. The existing buy-back projects would be bought back by Yinchuan Municipal Finance
Department in accordance with the relevant existing project buy-back agreement.

As at 31 December 2016, Yinchuan Municipal Finance Department had made all the relevant payments
in accordance with the relevant project buy-back agreement or instalment payment agreement for each of
the Group’s infrastructure construction projects.

Project Descriptions

Completed projects

As at 31 December 2016, some of the Group’s completed infrastructure construction projects have not
been fully paid. The total investment of those infrastructure construction projects amounted to
approximately RMB15,140.2 million. As at 31 December 2016, the Group had received payments for
those infrastructure construction projects totalling approximately RMB4,504.3 million, which
represented approximately 20.0 per cent. of the total amount receivable for those projects. The Group
expects to receive the outstanding payments in the amount of approximately RMB18,093.1 million
according to the relevant payment arrangement. The particulars of certain recent significant projects are
set forth below:
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Project

Year of

Commencement

Year of

Completion

Total

Investment

Total Amount

Received as at

31 December

2016

Total Amount

Receivable

(RMB in

millions)

Project for Comprehensive Control of

Urban Water Environment in Yinchuan

（銀川市城市水環境綜合治理工程）. . . . . . . . . . . 2011 2013 795.9 581.6 223.6

Project for Construction of Yinchuan

Vocational and Technical Education Centre

（銀川市職業技術教育中心建設工程）. . . . . . . . . . 2010 2013 715.2 522.6 200.9

Water Supply Project of Yinchuan Helanshan

Water Plant（銀川市賀蘭山水廠供水工程）. . . . . . 2010 2013 563.7 681.0 381.9

Kangju Resettlement Housing (Phase II)

Project for Rural Residents in Yinchuan

（銀川市農民康居安置房（二期）工程）. . . . . . . . . . 2010 2013 388.6 469.4 332.7

Yindong Infrastructure Project

（銀東基礎設施工程）. . . . . . . . . . . . . . . . . . . . 2013 2015 3,205.9 500.9 4,612.6

Project for Yinchuan Motor-Rail

Multimodel Transportation Logistic Centre

（銀川公鐵聯運物流中心項目）. . . . . . . . . . . . . . 2013 2015 633.9 99.1 911.9

Project for Line No. 1 and Line No. 2 of

Yinchuan Bus Rapid Transit (BRT)

（銀川快速公交BRT一號線、二號線工程）. . . . . . . 2013 2015 1,331.9 100.00 911.9

Project for Yellow River Bridge in

Binhe, Yinchuan（銀川濱河黃河大橋工程）. . . . . . 2014 2016 2,450.0 10.0 4,255.1

Project for the Viaduct in Hexi extended

from Beijing Road in Yinchuan

（銀川北京路延伸河西高架橋工程）. . . . . . . . . . . 2014 2016 2,460.0 0.0 4,271.8

Others. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – – 2,595.0 1,540.0 1,991.0

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . – – 1,514.2 4,504.3 18,093.1

Projects under construction

As at 31 December 2016, the Group had approximately 520 ongoing infrastructure construction projects

with investment totalling approximately RMB9,599.6 million. The particulars of certain significant

projects are set forth below:

Project

Year of

Commencement Total Investment Source of Funding

(RMB in millions)

Infrastructure projects in

east in Yinchuan

（銀東基礎設施工程項目）. . . . . . . . 2012 1,356.8 Corporate bond issuance

Beijing road（北京路）. . . . . . . . . . . . 2003 335.6 Others

Yinchuan Bus Rapid Transit (BRT)

Project（銀川快速公交BRT項目）. . . 2014 295.5 Corporate bond issuance

Railway Station（火車站）. . . . . . . . . . 2009 278.1 Bank loans

Wuli Livable Project（五裡宜居）. . . . . 2011 237.2 Bank loans

Extension of the second and third

waterworks（二、三水廠改擴建）. . . 2004 234.4 Bank loans and others

Unity square（大團結（迎賓）廣場）. . . . 2003 232.4 Bank loans

The first phase of healthy living

– Guanghuamen resettlement area

（康居一期 – 光化門安置區）. . . . . . 2008 221.2 Bank loans

Construction project of the 8th

waterworks（八水廠建設項目）. . . . . 2012 215.9 Bank loans

The first phase of healthy living

– Youai resettlement area

（康居一期 – 友愛安置區） . . . . . . . 2009 197.9 Bank loans

Others . . . . . . . . . . . . . . . . . . . . . . – 5,994.5 –

Total . . . . . . . . . . . . . . . . . . . . . . . – 9,599.6 –
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Water Supply Business

Overview

The Group is the sole water supplier in Yinchuan. The Group’s water supply business includes tap water

supply, water facility construction and other related business. It conducts its water supply business

primarily through China Railway Water Company and Water Supply Company. China Railway Water

Company is the sole supplier for tap water supply, water facility construction and other related business

in Yinchuan. Water Supply Company supplies water for industrial use for the area around Yinchuan.

For the years ended 31 December 2015 and 2016, the operating income derived from the Group’s water

supply business was RMB371.8 million and RMB430.9 million, respectively, representing 17.3 per cent.

and 19.4 per cent., respectively, of the Group’s operating income. For the years ended 31 December

2015 and 2016, gross profit generated from the Group’s water supply business was RMB109.4 million

and RMB91.1 million, respectively, representing 21.4 per cent. and 18.3 per cent., respectively, of the

Group’s total gross profits.

Tap Water Supply

The Group provides tap water supply to three city-governed districts in Yinchuan (namely, Xingqing

district（興慶區）, Jinfeng district（金鳳區）and Xixia district（西夏區）), Helan County（賀蘭縣）,

Yongning County（永寧縣）, Lingwu（靈武市）, as well as Hedong district（河東區）. As at 31

December 2016, the Group supplied tap water in Yinchuan with the coverage extended to over 1.3

million residents in an area of approximately 330 square kilometres in Yinchuan. As of 31 December

2016, the Group had nine pieces of water supply land, 13 water supply plants, 272 deep wells, and

1,277 kilometres of water pipeline networks (DN100mm or above) in operation. The Group has no water

supply plants under construction or any planned water supply plants as at 31 December 2016. The

Group’s water plants had a combined design water processing capacity of 533,000 tonnes per day as of

31 December 2016.

For the years ended 31 December 2015 and 2016, the operating income derived from the Group’s tap

water supply business was RMB275.5 million and RMB308.8 million, respectively, representing 74.1

per cent. and 71.7 per cent., respectively, of the operating income from the Group’s total water supply

business. For the years ended 31 December 2015 and 2016, gross profit generated from the Group’s tap

water supply business was RMB89.2 million and RMB60.3 million, respectively, representing 81.6 per

cent. and 66.2 per cent., respectively, of the gross profits from the Group’s total water supply business.

The following table sets forth details regarding the Group’s water supply plants as at 31 December 2016:

Region

Number of

Plants

Designed daily

processing

capacity (in

1,000 tonnes)

Actual daily

output (in

1,000 tonnes)

Utilisation

rate (%)

City-governed districts in Yinchuan . . . . . . . . . . . . . 7 400.0 313.6 78.4

Helan County（賀蘭縣）. . . . . . . . . . . . . . . . . . . . . 2 50.0 45.1 90.2

Yongning County（永寧縣）. . . . . . . . . . . . . . . . . . 2 40.0 26.7 66.8

Lingwu（靈武市）. . . . . . . . . . . . . . . . . . . . . . . . . 1 20.0 28.0 140.0

Hedong district（河東區）. . . . . . . . . . . . . . . . . . . . 1 23.0 7.8 33.9

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13 533.0 412.2 79.0

Sales

The Group has a broad and diversified customer base covering residential, public, commercial and

industrial sectors. As at 31 December 2015 and 2016, the Group had a total of approximately 550,000

and 568,000 users, respectively. For the years ended 31 December 2015 and 2016, the Group’s total

sales volume of tap water amounted to 126.9 million tonnes and 137.9 million tonnes, respectively.

77



The following table sets forth a breakdown of the sales volume of tap water by user category for the

periods indicated:

For the year ended 31 December

2015 2016

User category

(million

tonnes) %

(million

tonnes) %

Residential users . . . . . . . . . . . . . . . . . . . . . . . . . . 60.7 47.8 64.9 47.0

Schools and public utilities . . . . . . . . . . . . . . . . . . . 25.1 19.8 28.9 20.9

Non-residential domestic water users

(including Industrial users, commercial

users and administration institutions) . . . . . . . . . . 40.6 32.0 42.7 30.9

Special users. . . . . . . . . . . . . . . . . . . . . . . . . . . . . 0.6 0.5 1.5 1.1

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 126.9 100.0 137.9 100.0

Pricing

The water price is determined by the Yinchuan Municipal Government. The Group may apply to the

Yinchuan Municipal Government for a price increase according to increases in its operating costs. Upon

receiving the Group’s application for price increase, the Yinchuan Municipal Government and the

relevant pricing bureau would examine the operating situation of the Group, formulate a price

adjustment scheme with the relevant departments and hold hearings to determine the price increase, if

any. The Yinchuan Municipal Government generally adjusts the water price once every four to five

years. In the past ten years, the Yinchuan Municipal Government only adjusted the water price upwards.

The Group believes that the Yinchuan Municipal Government would not adjust the water price

downwards due to the increased costs of the Group and if the Group’s operating income from this

business is unable to recover its operating costs, it would subsidy the Group for its tap water supply

business due to the public service nature of the tap water supply in Yinchuan.

Water price varies between user categories. The following table sets forth the water price paid by

different users during the periods indicated:

For the year ended

31 December

User category 2015 2016

(RMB per tonne)

Residential users (first category) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.46 2.46

Residential users (second category) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.56 3.56

Residential users (third category) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 4.76 4.76

Schools and public utilities (within the quota) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.4 2.4

Administration institutions . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.4 3.3

Industrial and commercial users . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.3 3.3

Special users (within the quota) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 20 20

Special users (beyond the quota) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 34 34

Water Facility Construction

The Group provides construction services of the construction of pipeline networks including connecting

work and installation of water facilities such as meters and hydrants for its customers. Such customers

include real estate companies, sub-district office, the office for the municipal construction projects and

individual residents.
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Before beginning construction or installation works, the Group plans the system layout according to an

alignment plan of proposed connection mains submitted by the customer. The Group also provides

consultancy services to customers regarding location of water supply connection. The customer will be

required to provide relevant project approval documents, business licenses and environmental approval

documents. After inspection and vetting of the construction proposal, the Group enters into a

construction agreement with the customer. Water mains will be connected when the installation has been

inspected and found satisfactory by the customer and after the customer has made its payment according

to the construction agreement. For larger construction works, the charges will be paid according to the

construction schedule by stages.

For the years ended 31 December 2015 and 2016, operating income derived from the Group’s water

facility construction was RMB96.3 million and RMB122.1 million, respectively, representing 25.9 per

cent. and 28.3 per cent., respectively, of the operating income from the Group’s total water supply

business. For the years ended 31 December 2015 and 2016, gross profit generated from the Group’s

water facility construction was RMB20.1 million and RMB30.8 million, respectively, representing 18.4

per cent. and 33.8 per cent., respectively, of the gross profits from the Group’s total water supply

business.

Public Transportation

Overview

The Group is the sole public transportation operator in Yinchuan. It conducts its public transportation

business primarily through Public Transportation Company. The Group’s public transportation network

covers the downtown area of Yinchuan and nearby counties including Helan County（賀蘭縣）and

Yongning County（永寧縣）, representing approximately 60% of the urban public passenger

transportation (buses, vans and taxis) in Yinchuan. It also covers some neighbouring districts such as

Binhe New District（濱河新區）.

For the years ended 31 December 2015 and 2016, the operating income derived from the Group’s public

transportation business was RMB211.9 million and RMB203.5 million, respectively, representing 9.8 per

cent. and 9.2 per cent., respectively, of the Group’s operating income. Due to the public services nature

of the Yinchuan bus system, the Yinchuan Municipal Government controls the ticket fares. The

operating income generated from the Group’s public transportation business covers part of its operating

costs. For the years ended 31 December 2015 and 2016, the Group’s public transportation business

initially recorded losses of RMB328.5 million and RMB331.5 million, respectively. The Yinchuan

Municipal Government subsidises the Group for its bus operations due to its public services nature. For

the years ended 31 December 2015 and 2016, the government subsidies received by the Group for its

public transportation business amounted to RMB225.2 million and RMB223.4 million, respectively

As at 31 December 2016, the Group had 1,818 public vehicles operating on 125 routes, with a total

length of routes amounting to 2,229.8 km, a total travelled distance of its public vehicles of 8,444.1 km

and total passenger traffic volume of 310.0 million person-times.

The following table sets out the details of the Group’s public transportation operation for the periods

indicated:

For the year ended

31 December

2015 2016

Number of Routes . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 109.0 123.0

Length of Routes (km) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,979.1 2,229.8

Number of Vehicles . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 1,949.0 1,818.0

Travelled Distance of its Public Vehicles (km) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 8,413.4 8,444.1

Passenger Traffic Volume (person-time) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 306,533,900.0 310,250,000.0

79



The primary source of operating income from the public transportation business is ticket receipts. The

Group also generates operating income from bus integrated circuit cards and chartered bus transport. The

following table sets out a breakdown of the Group’s total operating income from each source of the

operating income from the public transportation business for the periods indicated:

For the year ended

31 December

Main Source 2015 2016

(in RMB millions)

Ticket Receipts . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 125.4 112.5

Bus Integrated Circuit Cards . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 75.2 84.2

Chartered Bus Transport . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 9.4 9.1

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 210.0 205.8

Pricing

Due to the public service nature of the bus system in Yinchuan, the Yinchuan Municipal Government

strictly controls ticket fares. As instructed by the Yinchuan Municipal Government, the Group adopted a

flat rate system with the current bus ticket of RMB1.00 per person per ride which reflects the

characteristics of public utilities. Bus integrated circuit card holders can enjoy a 10% off discount at

peak hours and 30% off discount at normal hours.

Costs

The total costs that the Group incurs on a project is influenced by a variety of factors, including labour

costs, fuel cost, bus depreciation, costs for bus maintenance and repairs, and insurance fee for incidents.

For the year ended 31 December 2016, the Group’s costs for its public transportation business was

RMB578.2 million, representing an increase of 3.8% as compared to the year ended 31 December 2015.

The following table sets out a breakdown of the Group’s total costs incurred in its public transportation

business for the periods indicated:

For the year ended 31 December

2015 2016

Type

(in RMB

millions) %

(in RMB

million) %

Labour . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300.9 54.0 296.7 51.3

Fuel. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 97.7 17.5 89.1 15.4

Bus Depreciation . . . . . . . . . . . . . . . . . . . . . . . . . . 75.7 13.6 106.8 18.5

Bus Maintenance and Repairs . . . . . . . . . . . . . . . . . 26.7 4.8 14.9 2.6

Incident Insurance . . . . . . . . . . . . . . . . . . . . . . . . . 3.1 0.6 2.9 0.5

Others . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 53.0 9.5 67.8 11.7

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 557.1 100 578.2 100

Government Subsidies

Although the operating costs have increased recently due primarily to increases in fuel prices and labour

costs, the ticket prices have not been adjusted by the Yinchuan Municipal Government accordingly.

Despite the heavy passenger flow on the Group’s bus system every day, operating income from ticket

sales is historically unable to recover its operating costs due to the low ticket price. However, as

mentioned above, the Yinchuan Municipal Government controls the ticket fares due to the public

services nature of Yinchuan bus system, therefore, the Yinchuan Municipal Government subsidises the

Group for its bus operations. For the years ended 31 December 2015 and 2016, the government

subsidies received by the Group for its public transportation business amounted to RMB225.2 million

and RMB223.4 million, respectively.
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The following table sets out a breakdown of the Group’s government subsidies received for its public

transportation business for the periods indicated:

For the year ended

31 December

Type 2015 2016

(in RMB millions)

Bus Purchase Subsidies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 39.9 19.3

Bus Operation Subsidies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 178.4 190.0

Other Subsidies . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6.9 14.1

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 225.2 223.4

Gas Supply

Overview

The Group operates one of the primary liquefied gas providers in Yinchuan and offers the most

comprehensive set of gas supply services in Yinchuan. It conducts its gas supply business primarily

through Gas Heating Company, a wholly-owned direct subsidiary of Municipal Construction Company.

Gas Heating Company is primarily engaged in the supply of bottled liquefied petroleum gas and

compressed natural gas for automobiles for approximately 90,000 residents and some of the urban

catering industry in Yinchuan.

In recent years, improvement has been made to the construction of natural gas networks for residents in

Yinchuan and the newly developed zones in Yinchuan have generally been equipped with the networks

of natural gas supply. Located in the Western China, Ningxia Hui Autonomous Region is close to the

place of production and accordingly the price of natural gas at which it is made available is low

comparing to most other parts of China. As such, the utilization rate of natural gas for residents has

gradually increased while the user base of liquefied petroleum gas has gradually shrunk.

Currently, the major users of liquefied petroleum gas are concentrated in the old city zone. Were a large

scale renovation to take place in the old city zone, the user base of gas supply for heating in Yinchuan

will further reduce. However, as the urban construction and the renovation of the old city zone would

require significant capital investment, any such development would be implemented in stages, and the

sale of liquefied petroleum gas has recently remained stable.

For the years ended 31 December 2015 and 2016, the operating income derived from the Group’s gas

supply business was RMB77.3 million and RMB60.7 million, respectively, representing 3.6 per cent.

and 2.7 per cent., respectively, of the Group’s operating income. For the years ended 31 December 2015

and 2016, gross profit generated from the Group’s gas supply business was RMB20.9 million and

RMB13.6 million, respectively, representing 4.1 per cent. and 2.7 per cent., respectively, of the Group’s

total gross profits.

There are five onshore natural gas fields in China, namely, Shaanxi-Gansu-Ningxia Basin (also known

as Ordos Basin), Sichuan Basin, Tarim Basin, Tsaidam Basin and Songliao Basin, of which Shaanxi-

Gansu-Ningxia Gas Field has the largest proven reserves of approximately 1,600.0 billion cubic meters.

Adjacent to Shaanxi-Gansu-Ningxia Gas Field and Changqing Oil Field, Yinchuan has natural gas

transmission pipelines in place that can provide gas supply of 1.0 billion cubic meters per year. In

addition, the natural gas reserves in Yinchuan are relatively rich, which provides natural resources and

an excellent foundation for the development of the urban gas industry in Yinchuan. Furthermore, given

its proximity to the ‘‘West-to-east Natural Gas Transmission (Line 1)’’ project, Yinchuan is able to

obtain an adequate supply of natural gas in a fast and convenient manner, offering favourable conditions

for the development of the coal gas industry in Yinchuan.

The following proposals are included in the 13th Five-Year Plan regarding economic and social

development in Yinchuan for the period from 2016 to 2020: strengthening the construction of energy

infrastructures, accelerating the construction of urban and rural power supply and gas pipeline networks
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and enhancing the storage capacity of energy so as to develop a safe and stable network for power and

gas supply that covers the entire region. Therefore, it is expected that the natural gas supply in the

Yinchuan will substantially increase, benefiting the Group’s natural gas business.

Bottled Liquefied Petroleum Gas

For the bottled liquefied petroleum gas, the Group transmits any liquefied petroleum gas purchased to

storage and distribution stations for storage and bottle-filling purposes, and then delivers bottled

liquefied petroleum gas to local residents and industrial and commercial users. As at 31 December 2016,

the Group had 12 liquefied gas supply stations and one liquefied gas bottle filling maintenance depot in

three city-governed districts in Yinchuan (namely, Xingqing district（興慶區）, Jinfeng district（金鳳區）

and Xixia district（西夏區）) with a storage capacity of 1,200 tonnes and a daily bottle filling capacity of

50 tonnes, which provides the gas supply for over 90,000 urban and rural residents and the users of

some of the urban catering industry in Yinchuan.

In order to ensure the stability of supply of the bottled liquefied petroleum gas, the Group enters into

purchase agreements with Liquefied Petroleum Gas Ningxia branch of Petrochina Kunlun Gas Co., Ltd

（中石油昆侖燃氣有限公司液化氣寧夏分公司）on an annual basis. The Group determines its annual

procurement according to end-users’ gas consumption in the previous year and the projected growth

rate. For the years ended 31 December 2015 and 2016, the Group’s total procurement of the bottled

liquefied petroleum gas were 3,160 tonnes and 2,451 tonnes, respectively, which amounted to RMB9.6

million and RMB6.6 million, respectively.

For the years ended 31 December 2015 and 2016, the Group’s total supply of the bottled liquefied

petroleum gas to its customers were 3,404 tonnes and 2.393 tonnes, respectively, and its operating

income from the supply of the bottled liquefied petroleum gas for automobiles amounted to RMB20.6

million and RMB16.2 million, respectively.

The following table sets out the details of the procurement volumes, average procurement price, sales

volumes and average selling price for the bottled liquefied petroleum gas for the periods indicated:

For the year ended

31 December

2015 2016

Procurement Volumes (tonnes) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,160 2,451

Average Procurement Price (RMB/tonne) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,400 3,000

Sales Volumes (tonnes) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3,404 2,393

Average Selling Price (RMB/tonne) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 6,000 6,700

Compressed Natural Gas for Automobiles

For the compressed natural gas for automobiles, the Group transmits natural gas to various gas supply

stations through urban gas pipelines, and offers refuelling service to vehicles by using gas dispensers

after the natural gas along the pipe is compressed and stored in storage cylinders. As at 31 December

2016, the Group had three gas supply stations in Yinchuan with a daily gas filling capacity of

30,000 m3. This equates to the demand of approximately 30% of the gas-fired vehicles currently

operating in Yinchuan.

In order to ensure stability of supply of compressed natural gas for automobiles, the Group has entered

into a long-term purchase agreement with Ningxia Hanas New Energy Group Natural Gas Co., Ltd.（寧

夏哈納斯新能源集團天然氣有限公司）. The Group determines its annual procurement according to end-

users’ gas consumption in the previous year and the projected growth rate. For the years ended 31

December 2015 and 2016, the Group’s total procurement of the compressed natural gas for automobiles

were 12.7 million m3 and 10.0 million m3, respectively, which amounted to RMB32.6 million and

RMB19.3 million, respectively.
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For the years ended 31 December 2015 and 2016, the Group’s total supply of the compressed natural gas

for automobiles were 13.3 million m3 and 9.7 million m3, respectively, and its operating income from

the supply of the compressed natural gas for automobiles amounted to RMB40.9 million and RMB29.5

million, respectively.

The following table sets out the details of the procurement volumes, average procurement price, sales

volumes and average selling price for the compressed natural gas for automobiles for the periods

indicated:

For the year ended

31 December

2015 2016

Procurement Volumes (m3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 12,650,000 9,930,000

Average Procurement Price (RMB/m3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.58 1.94

Sales Volumes (m3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 13,280,000 9,730,000

Average Selling Price (RMB/m3) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 3.48 3.03

The Group is planning to acquire a certain well-established gas company in Yinchuan to further

strengthen its market position in Yinchuan. The Group is also planning to construct more compressed

natural gas supply stations in Yinchuan. By doing so, the Group will achieve an integrated business

structure in natural gas industry covering upstream, midstream and downstream sectors.

Bookstore Operation

Overview

The Group is the largest state-owned bookstore operator in Yinchuan and its sales volume of books

accounted for over 80% of the total sales volume of the region for the calendar year ended 31 December

2016. It conducts its bookstore business primarily through Bookstore Company. The Group’s bookstore

business includes sales of books, audio-visual products and stationery. Based on its 60 years of

operating experience and with the strong support from the Yinchuan Municipal Government, the

Yinchuan SASAC and the public, Bookstore Company has constantly improved its services and

facilities, and enriched the collections of books, audio-visual products and stationery gradually

according to readers’ purchasing habits and preference. As a result, it has successfully maintained a

steady growth of incomes amid the environment where a decline of sales was generally recorded in

physical bookstores across the PRC.

For the years ended 31 December 2015 and 2016, the operating income derived from the Group’s

bookstore operation business was RMB104.3 million and RMB106.1 million, respectively, representing

4.8 per cent. and 4.8 per cent., respectively, of the Group’s operating income. For the years ended 31

December 2015 and 2016, gross profit generated from the Group’s bookstore operation business was

RMB51.0 million and RMB30.9 million, respectively, representing 6.8 per cent. and 6.2 per cent.,

respectively, of the Group’s total gross profits.

Sales

The Group operates its bookstore business through both physical and online bookstores.

As of 31 December 2016, the Group operated 9 physical stores in Yinchuan, with an aggregate area of

approximately 1,100 square meters, and sells over 150,000 different titles of books and audio-visual

products.

For online bookstores, the Group opened its official account on WeChat（微信）, a popular Chinese

messaging software, and Yinchuan Micro Bookstore（銀川微書城）, enabling its readers to purchase

books online for home delivery. These platforms also allow readers to post book reviews online and

discuss with other readers on the online forum. The Group was the pioneer in adopting WeChat

marketing in the book industry of Yinchuan.
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For the sales of books, audio-visual products and stationery, the Group utilises its sophisticated

inventory management platforms to manage pricing and inventory across all stores. The primary source

of operating income from the Group’s bookstore business is sales of books.

The following table sets out the details of the procurement volumes for each source of the operating

income from the bookstore business for the periods indicated:

For the year ended

31 December

Source 2015 2016

Books (unit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,885,700 5,945,400

Audio-visual Products (unit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 30,800 23,500

Stationery (unit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,300 43,000

The following table sets out the details of the sales volumes for each source of the operating income

from the bookstore business for the periods indicated:

For the year ended

31 December

Source 2015 2016

Books (unit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 5,876,100 5,925,900

Audio-visual Products (unit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 42,100 22,200

Stationery (unit) . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 46,200 43,000

The following table sets out the details of the operating income generated from each source of the

operating income from the bookstore business for the periods indicated:

For the year ended

31 December

Source 2015 2016

(in RMB millions)

Books . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100.3 109.1

Audio-visual Products . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 2.6 1.9

Stationery. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 17.3 17.2

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 120.2 128.2

Merchandising and Supply Chain Management

The purchase of books, audio-visual products and stationery for our bookstore operations is made on a

consolidated basis through the headquarter of Bookstore Company. Such products will then be delivered

to chain stores through a specialized logistic distribution centre operated by Bookstore Company. The

finance department of Bookstore Company makes settlement with its suppliers based on the actual

number of purchases within the given credit period on a consolidated basis, and any unpopular books,

audio-visual products and stationery may be also returned to suppliers within the given period.

The primary suppliers of books and audio-visual products to the Group include Chemical Industry Press

（化學工業出版社）, China Machine Press（機械工業出版社）, People’s Publishing House（人民出版社）,

Beijing Wusan Jindian Book Co., Ltd（北京五三金典圖書有限公司）and Beijing Architecture &

Building Press（北京建築工業出版社）. We generally enter into long-term supply contracts with our

suppliers. The supply agreements set forth provisions covering the scope of products to be supplied,

contract price, payment and delivery terms and termination. The Group’s suppliers generally provide

credit periods ranging from two to three years.

Other Businesses

The Group is also engaged in other business operations including, among others, secured transport

service, sale of properties, tourism, advertising, property leasing and management, sewage treatment and

financial services. For the years ended 31 December 2015 and 2016, the operating income derived from

the Group’s other business was RMB345.5 million and RMB408.1 million, respectively, representing
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16.0 per cent. and 18.4 per cent., respectively, of the operating income for the Group’s total operating

income. For the years ended 31 December 2015 and 2016, gross profit generated from the Group’s other

business was RMB202.5 million and RMB262.7 million, respectively, representing 42.7 per cent. and

46.6 per cent., respectively, of the Group’s total gross profits.

Secured Transport Service

The Group started its secured transport service in 2015, through Ningxia Jindunsiwei Security Escort

Service Co., Ltd.（寧夏四維金盾保安押運服務有限公司）in which the Group holds 58.0 per cent. of

equity interest. Ningxia Jindunsiwei Security Escort Service Co., Ltd.（寧夏四維金盾保安押運服務有限

公司）is the largest secured transport service provider in Ningxia, covering approximately 60.0 per cent.

of the total market share in secured transport service. For the years ended 31 December 2015 and 2016,

the operating income derived from this business was RMB81.1 million and RMB84.3 million,

respectively, representing 3.8 per cent. and 3.8 per cent., respectively, of the operating income for the

Group’s total operating income.

Real Property

The Group started its real property business in 2015, primarily through Yinchuan City Land

Development Co., Ltd.（銀川城投置地開發有限公司）, a wholly-owned direct subsidiary of Municipal

Construction Company. It is primarily engaged in real property development, sales and management.

This business currently primarily consists of the sale of the second stage of Yinchuan Wenhuacheng（銀

川文化城）. For the years ended 31 December 2015 and 2016, the operating income derived from this

business was RMB110.0 million and RMB59.4 million, respectively, representing 5.3 per cent. and 2.9

per cent., respectively, of the operating income for the Group’s total operating income.

Tourism

The Group started its tourism business in 2014, primarily through its wholly-owned direct subsidiary,

Yinchuan the Western Xia Regime Cemetery Culture Tourism Investment Co., Ltd.（銀川西夏陵文化旅

遊投資有限公司）, which is primarily engaged in tourism business in relation to Western Xia Cemetery

（西夏陵）. For the years ended 31 December 2015 and 2016, the operating income derived from this

business was RMB23.9 million and RMB22.7 million, respectively, representing 1.2 per cent. and 1.1

per cent., respectively, of the operating income for the Group’s total operating income.

Quality, Safety and Environmental Protection

The Group has established and implemented a group-wide quality, safety and environmental protection

control management system pursuant to the requirements of ISO9001 standards. The management system

specifies the standards to be met in terms of quality, safety and environmental protection control,

clarifies the responsibility of various departments and personnel, identifies procedures, materials and

other factors that are subject to the control of management, and provides for measures to be undertaken

to ensure that various standards are met.

The Group imposes safety and anti-pollution measures, as well as regular internal safety and

environmental inspections at all stages of its operational process to minimise the possibility of work-

related accidents and injuries, occupational illness and environmental contamination. The Group also

monitors the safety and environmental protection aspects of its sub-contractors’ operations. In addition,

it provides safety education to employees and has established safety standards in relation to matters such

as purchasing, installing and operating new equipment, constructing new facilities and improving

existing facilities.

The Group believes that its safety control systems, environmental protection systems and facilities are

adequate to comply with applicable PRC national and local regulations. As at the date of this Offering

Circular, the Group is not aware of any penalties associated with any material breach of or

noncompliance with any environmental laws and regulations.
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Intellectual Property

The Group places great importance on the invention, application, management and protection of

intellectual property rights. Through its ordinary course of business, the Group has obtained various

intellectual property rights which are valuable to its business. The Group protects and will continue to

seek to protect these intellectual property rights through copyrights, patents, trademarks and other

contractual rights.

Employees

As at 31 December 2016, the Group had approximately 7,700 employees.

In accordance with the applicable regulations of local governments in regions in which the Group has

business operations, the Group makes contributions to the pension contribution plan, medical insurance,

unemployment insurance, maternity insurance and personal injury insurance. The amount of

contributions is based on the specified percentages of employees’ aggregate salaries as required by

relevant PRC authorities. The Group also makes contributions to an employee housing fund according to

applicable PRC regulations. In addition to statutory contributions, the Group provides annual bonuses

and supplemental commercial insurance policies to employees.

The Group enters into an employment contract with each of its employees in accordance with applicable

PRC laws. Such contracts include provisions on wages, vacation, employee benefits, training

programmes, health and safety, confidentiality obligations and grounds for termination.

Insurance

The Group is required to obtain contractors all-risk and third-party liability insurance for most of the

projects it undertakes. Such policies generally extend for the entire contract period, including the

maintenance period following completion of the project. In addition, with regard to its construction

business, the Group generally purchases insurance for its fixed assets, such as its key equipment, stock

and office buildings. The Group also purchases pension insurance, unemployment insurance and medical

insurance for its employees according to the relevant PRC laws and regulations. The Group maintains

insurance coverage in amounts that it believes are consistent with its risk of loss and industry practice.

Consistent with what the Group believes to be customary practice in the PRC, it does not carry any

business interruption insurance, key-man insurance or insurance covering potential environmental

damage claims. Such insurance is not mandatory under the laws and regulations of the PRC, and such

insurance is either unavailable in the PRC or requires substantial cost.

Legal Proceedings and Regulatory Compliance

The Group is from time to time involved in disputes and legal proceedings arising in the ordinary course

of its business. To the best of its knowledge, there are no current litigation or arbitration proceedings

against the Group or any of its directors as at the date of this Offering Circular that could have a

material adverse effect on its financial condition or results of operations.
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DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

DIRECTORS

The board of directors (the ‘‘Board’’) of the Company currently consists of three directors, two of which

are designated representative who may be elected and removed by the Yinchuan SASAC and one of

which is representative of the employees and was elected by the Company’s labour union. The principal

focus of the Board is on overall strategic development, internal control system and risk management

system. The Board provides guidance on business plans, monitors the results of such plans implemented

by the management, reviews and approves its financial objectives and major financial activities.

The members of the Board as of the date of this Offering Circular are as follows:

Name Age Title

ZHANG Honglin . . . . . . . 60 Legal Representative, Chairman of the Board

YAN Xiaojun . . . . . . . . . 46 Director

ZHOU Zhibin . . . . . . . . . 48 Employee Director, Deputy General Manager

Mr. ZHANG Honglin（張洪林）, aged 60, has served as the Chairman of the Board since March 2015.

Prior to becoming the Chairman of the Board, Mr. ZHANG served as a technician of Linhe Electrical

Service Section of Hohhot Railways Bureau, chief of Management Institute of Yinchuan Water Supply

Company, deputy chief of Yinchuan Municipal Administration Office, member of Party Committee and

deputy general manager of Yinchuan Water Supply Company, deputy secretary of Party Committee and

general manager of Yinchuan Water Supply Company, and general manager and secretary of Party

Committee of Yinchuan Urban Construction Investment Holdings Co., Ltd. Mr. ZHANG obtained a

master’s degree.

Mr. YAN Xiaojun（閆曉軍）, aged 46, has served as a Director of the Board since March 2015. Prior to

that, Mr. YAN served as deputy general manager of Yinchuan Jindun Security Escort & Guard Service

Center, member of Party Committee and deputy general manager of Yinchun Security Service Co., Ltd.,

and member of Party Committee and deputy general manager of Yinchuan Security Service Company

(concurrently served as deputy general manager of Ningxia Siwei Jindun Security Escort Service Co.,

Ltd.). Mr. YAN obtained a bachelor’s degree.

Mr. ZHOU Zhibin（周志斌）, aged 48, has served as a Director of the Board and deputy general

manager of the Company since March 2015. Prior to that, Mr. ZHOU served as leader of construction

team in Installation Division of Yinchuan Water Supply Company, deputy chief, chief and secretary of

Party Branch of Material Section of Yinchuan Water Supply Company, manager of Xingqing District

Marketing Company under Yinchuan Water Supply Company, manager of Xixia District Marketing

Company under China Railway Water Company, general manager of Yinchuan Yinquan Industrial Co.,

Ltd. and employee director of China Railway Water Company. Mr. ZHOU obtained a diploma’s degree

and is an economist.

SUPERVISORS

The board of supervisors shall consist of five supervisors according to the memorandum and articles of

association of the Company. However, as the appointment of three candidates are in the process of being

approved by the Yinchuan SASAC as of the date of this Offering Circular, the board of supervisors

currently consists of two supervisors, one of whom is the designated representative who may be

appointed and removed by the Yinchuan SASAC and the other is the representative of employees and

was elected by the Company’s labour union. The board of supervisors is responsible for monitoring the

Company’s financial matters and overseeing the actions of the board of directors and the management of

the Company.
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The supervisors of the Company as of the date of this Offering Circular are as follows:

Name Age Title

YAN Jing. . . . . . . . . . . . 48 Chairman of the Supervisor Committee

SUN Shijie . . . . . . . . . . . 27 Employee Supervisor

Ms. YAN Jing（閆靜）, aged 48, has served as the Chairman of the Supervisor Committee since March

2015. Prior to that, Ms. YAN served as deputy chief of General Office and deputy secretary of Party

Branch of Yinchuan Water Supply Company, and deputy chief of General Office and deputy secretary of

Party Branch of China Railway Water Company. Ms. YAN obtained a bachelor’s degree and is a senior

economist.

Mr. SUN Shijie（孫士傑）, aged 27, has served as the employee supervisor of the Company since March

2015. Prior to that, Mr. SUN served as employee of Municipal Construction Company and China

Aluminum Ningxia Energy Group Co., Ltd. Mr. SUN obtained a diploma’s degree.

SENIOR MANAGEMENT

The management of the Company operates under the direction of the Board and is headed by the general

manager of the Company. Managers can be appointed or removed by the Board. General managers are

typically appointed for three-year terms, which may be extended by reappointment by the Board.

The table below sets forth certain information with respect to the Company’s senior management

members.

Name Age Title

ZHANG Honglin . . . . . . . 60 Chairman of the Board, General Manager

ZHOU Zhibin . . . . . . . . . 48 Employee Director, Deputy General Manager

MAI Guizhen . . . . . . . . . 52 Chief Financial Officer

LIANG Lei. . . . . . . . . . . 35 Assistant to General Manager and Financial Audit

Minister

Mr. ZHANG Honglin – see ‘‘– Directors’’ above.

Mr. ZHOU Zhibin – see ‘‘– Directors’’ above.

Ms. MAI Guizhen（麥桂珍）, aged 52, has served as the Chief Financial Officer of the Company since

April 2015. Prior to that, Ms. MAI served as chief financial officer of Public Transportation Company

and chief financial officer of Yinchuan Urban Construction Investment Holdings Co., Ltd. Ms. MAI

obtained a bachelor’s degree and is an intermediate accountant.

Mr. LIANG Lei（梁雷）, aged 35, has served as assistant to general manager and financial audit

minister of the Company since March 2017. Prior to that, Mr. LIANG served as deputy minister of

financial audit department of the Company and accountant of Public Transportation Company. Mr.

LIANG obtained a master’s degree and is an intermediate accountant.

88



REGULATION AND SUPERVISION IN THE PRC

This section summarises the principal PRC laws and regulations which are relevant to the issue of the

Bonds by the Issuer. As this is a summary, it does not contain a detailed analysis of the PRC laws

and regulations which are relevant to the Group’s business and operations.

NDRC CIRCULAR REGARDING OVERSEAS FINANCING

The NDRC Circular relates to the matters as listed below:

• remove the quota review and approval system for the issuance of foreign debts by enterprises,

reform and innovate the ways that foreign debts are managed, and implement the administration of

record-filing and the registration system. Realise the supervision and administration of the size of

foreign debts borrowed on a macro level with the record-filing, registration, and information

reporting of the issuance of foreign debts by enterprises;

• before the issuance of foreign debts, enterprises shall first apply to the NDRC for the handling of

the record-filing and registration procedures and shall report the information on the issuance to

NDRC within 10 working days of completion of each issuance;

• record-filing and registration materials to be submitted by an enterprise for the issuance of foreign

debts shall include: application report for the issuance of foreign debts and issuance plan,

including the currency, size, interest rate, and maturity of foreign debts, the purpose of the funds

raised, back flow of funds, etc. The applicant shall be responsible for the authenticity, legality, and

completeness of the application materials and information;

• the NDRC shall decide whether to accept the application for record-filing and registration within 5

working days of receiving it and shall issue a Certificate for Record-filing and Registration of the

Issuance of Foreign Debts by Enterprises within 7 working days of accepting the application and

within the limit of the total size of foreign debts;

• the issuer of foreign debts shall handle the procedures related to the outflow and inflow of foreign

debt funds with the Certificate for Record-filing and Registration according to the regulations.

When the limit of the total size of foreign debts is exceeded, the NDRC shall make a public

announcement and no longer accept applications for record-filing and registration; and

• if there is a major difference between the actual situation of the foreign debts issued by the

enterprises and the situation indicated in the record-filing and registration, an explanation shall be

given when reporting relevant information. The NDRC shall enter the poor credit record of an

enterprise which maliciously and falsely reports the size of its foreign debts for record-filing and

registration into the national credit information platform.

Pursuant to the Administrative Measures for Foreign Debt Registration and its operating guidelines,

effective as at 13 May 2013, issuers of foreign debts are required to register with the SAFE. Issuers

other than banks and financial departments of the government shall go through registration or record-

filing procedures with the local branch of the SAFE within 15 business days of entering into a foreign

debt agreement. If the receipt and payment of funds related to the foreign debt of such issuer is not

handled through a domestic bank, the issuer shall, in the event of any change in the amount of money

withdrawn, principal and interest payable or outstanding debt, go through relevant record-filing

procedures with the local branch of the SAFE.

PBOC Circular Regarding Cross-border Financing

In early 2016, PBOC introduced a pilot macro-prudential management system for cross-border financing

(the ‘‘MP Financing Management System’’) which specifically applied to 27 designated banks and non-

financial enterprises registered in four free trade zones in Shanghai, Tianjin, Guangdong and Fujian (the
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‘‘FTZ’’). On 29 April 2016, the PBOC issued the Circular on Implementing Overall Macroprudential

Management System for Nationwide Cross-border Financing（《中國人民銀行關於在全國範圍內實施全

口徑跨境融資宏觀審慎管理的通知》）(the ‘‘2016 PBOC Circular’’) to extend the MP Financing

Management System nationwide. On 11 January 2017, the PBOC issued the Notice on the Relevant

Issues of the Full Scale Macro-prudential Management of Cross-border Financing（《中國人民銀行關於

全口徑跨境融資宏觀審慎管理有關事宜的通知》（銀發[2017]9號））(the ‘‘2017 PBOC Circular’’), which

came into effect on the same day. Under the 2017 PBOC Circular, enterprises are required to file with

SAFE after a cross-border financing agreement is signed and at least three working days prior to the

drawdown of the loan or issue of debt securities, and report the relevant capital settlement information

after making such capital settlement. In addition, the enterprises are also required to update the

information with respect to the cross-border financing every year. In the event that the audited net

assets, or the creditor, loan terms, amount or interest rate of the cross-border financing agreement

changes, the enterprises are required to complete the change of the filing in due course. The 2017 PBOC

Circular is a new regulation and is subject to interpretation and application by relevant PRC authorities.
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TAXATION

The following summary of certain PRC, Hong Kong and EU tax consequences of the purchase,

ownership and disposition of the Bonds is based upon applicable laws, regulations, rulings and

decisions in effect as at the date of this Offering Circular, all of which are subject to change (possibly

with retroactive effect). This discussion does not purport to be a comprehensive description of all the

tax considerations that may be relevant to a decision to purchase, own or dispose of the Bonds and does

not purport to deal with consequences applicable to all categories of investors, some of which may be

subject to special rules. Neither these statements nor any other statements in this Offering Circular are

to be regarded as advice on the tax position of any holder of the Bonds or any persons acquiring,

selling or otherwise dealing in the Bonds or on any tax implications arising from the acquisition, sale

or other dealings in respect of the Bonds. Persons considering the purchase of the Bonds should consult

their own tax advisers concerning the possible tax consequences of buying, holding or selling any Bonds

under the laws of their country of citizenship, residence or domicile.

PRC

The following summary accurately describes the principal PRC tax consequences of ownership of the

Bonds by beneficial owners who, or which, are not residents of mainland China for PRC tax purposes.

These beneficial owners are referred to as (a) non-PRC Bondholders, or (b) beneficial owners who are

entities or individuals located outside of the PRC in this ‘‘Taxation-PRC’’ section. In considering

whether to invest in the Bonds, investors should consult their individual tax advisors with regard to the

application of PRC tax laws to their particular situations as well as any tax consequences arising under

the laws of any other tax jurisdiction. Reference is made to PRC taxes from the taxable year beginning

on or after 1 January 2008.

Enterprise Income Tax

Pursuant to the EIT Law and its implementation regulations and Individual Income Tax Law of the PRC,

which was amended on 30 June 2011 and took effect on 1 September 2011, and its implementation

regulations, an income tax is imposed on payment of interest by way of withholding in respect of debt

securities, issued by PRC enterprises to non-PRC Bondholders, including non-PRC resident enterprises

and non‑PRC resident individuals. The current rates of such income tax are 10 per cent. for non-PRC

resident enterprises and 20 per cent. for non-PRC resident individuals. As the Issuer is a PRC resident

enterprise for tax purposes, interest paid to non-resident Bondholders may be regarded as PRC-sourced,

and therefore be subject to PRC income tax at a rate of 10 per cent. for non-resident enterprise

Bondholders and at a rate of 20 per cent. for nonresident individual Bondholders (or a lower treaty rate,

if any).

Such income tax shall be withheld by the Issuer that is acting as the obligatory withholder and such

PRC enterprise shall withhold the tax amount from each payment due. To the extent that the PRC has

entered into arrangements relating to the avoidance of double taxation with any jurisdiction, such as

Hong Kong, that allow a lower rate of withholding tax, such lower rate may apply to qualified non-PRC

resident enterprise Bondholders. The tax so charged on interests paid on the Bonds to non-PRC

Bondholders who, or which are residents of Hong Kong (including enterprise holders and individual

holders) as defined in the Arrangement will be 7 per cent. of the gross amount of the interest pursuant to

the Arrangement and relevant interpretation of the Arrangement formulated by the State Administration

of Taxation of China. To enjoy this preferential tax rate of 7 per cent., the Issuer could apply, on behalf

of the Bondholders, to the State Administration of Taxation of the PRC for the application of the tax

rate of 7 per cent. in accordance with the Arrangement on the interest payable in respect of the Bonds.
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VAT

On 23 March 2016, the Ministry of Finance and the State Administration of Taxation (‘‘SAT’’) issued

the Circular of Full Implementation of Business Tax to VAT Reform（《關於全面推開營業稅改徵增值稅

試點的通知》（Caishui [2016] No. 36, ‘‘Circular 36’’) which confirms that business tax will be

completely replaced by VAT from 1 May 2016. Since then, the income derived from the provision of

financial services which attracted business tax will be entirely replaced by, and subject to, VAT.

According to Circular 36, the entities and individuals providing the services within China shall be

subject to VAT. The services are treated as being provided within China where either the service

provider or the service recipient is located in China. The services subject to VAT include the provision

of financial services such as the provision of loans. It is further clarified under Circular 36 that the

‘‘loans’’ refers to the activity of lending capital for another’s use and receiving the interest income

thereon. Based on the definition of ‘‘loans’’ under Circular 36, the issuance of Bonds is likely to be

treated as the holders of the Bonds providing loans to the Company, which thus shall be regarded as

financial services subject to VAT. Further, given that the Company is located in the PRC, the holders of

the Bonds would be regarded as providing the financial services within China and consequently, the

holders of the Bonds shall be subject to VAT at the rate of 6% when receiving the interest payments

under the Bonds. In addition, the holders of the Bonds shall be subject to the local levies at

approximately 12% of the VAT payment and consequently, the combined rate of VAT and local levies

would be around 6.72%. Given that the Company pays interest income to Bondholders who are located

outside of the PRC, the Company, acting as the obligatory withholder in accordance with applicable

law, shall withhold VAT and local levies from the payment of interest income to Bondholders who are

located outside of the PRC.

Where a holder of the Bonds who is an entity or individual located outside of the PRC resells the Bonds

to an entity or individual located outside of the PRC and derives any gain, since neither the service

provider nor the service recipient is located in the PRC, theoretically Circular 36 does not apply and the

Company does not have the obligation to withhold the VAT or the local levies. However, there is

uncertainty as to the applicability of VAT if either the seller or buyer of Bonds is located inside the

PRC.

Circular 36 has been issued quite recently, the above statement may be subject to further change upon

the issuance of further clarification rules and/or different interpretation by the competent tax authority.

There is uncertainty as to the application of Circular 36.

Pursuant to the EIT Law, the Business Tax Laws and the VAT reform detailed above, the Company

shall withhold EIT, (should such tax apply) from the payments of interest in respect of the Bonds for

any non-PRC-resident Bondholder and the Company shall withhold business tax or VAT (should such

tax apply) from the payments of interest in respect of the Bonds for any Bondholders located outside of

the PRC. However, in the event that the Company is required to make such a deduction or withholding

(whether by way of EIT, business tax or VAT otherwise), the Company has agreed to pay such

additional amounts as will result in receipt by the Bondholders of such amounts after such withholding

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

For more information, see ‘‘Terms and Conditions of the Bonds – Condition 7 (Taxation)’’.

Under the EIT Law and its implementation rules, any gains realised on the transfer of the Bonds by

holders who are deemed under the EIT Law as non-resident enterprises may be subject to PRC

enterprise income tax if such gains are regarded as income derived from sources within the PRC. Under

the 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 income derived from sources within the PRC. There remains uncertainty as to

whether the gains realised on the transfer of the Bonds by enterprise holders would be treated as

incomes derived from sources within the PRC and be subject to PRC enterprise income tax. In addition,
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under the Individual Income Tax Law, any individual who has no domicile and does not live within the

territory of the PRC or who has no domicile but has lived within the territory of China for less than one

year shall pay individual income tax for any income obtained within the PRC. There is uncertainty as to

whether gains realised on the transfer of the Bonds by individual holders who are not PRC citizens or

residents will be subject to PRC individual income tax. If such gains realised on the transfer of the

Bonds by such non-resident Bondholders are regarded as derived from sources within the PRC, such

gains may also be 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 Bonds minus all costs and expenses that are permitted

under PRC tax laws to be deducted from the income. According to the Arrangement, Bondholders who

are Hong Kong residents, including both enterprise holders and individual holders, will be exempted

from PRC income tax on capital gains derived from a sale or exchange of the Bonds if such capital

gains are not connected with an office or establishment that the Bondholders have in the PRC and all

the other relevant conditions are satisfied.

No PRC stamp duty will be imposed on non-PRC Bondholders either upon issuance of the Bonds or

upon a subsequent transfer of Bonds to the extent that the register of holders of the Bonds is maintained

outside the PRC and the issuance and the sale of the Bonds is made outside of the PRC.

Hong Kong

Withholding tax

No withholding tax in Hong Kong is payable on payments of principal or interest with respect to the

Bonds or in respect of any capital arising from the sale of Bonds.

Stamp duty

No Hong Kong stamp duty will be chargeable for the issue and transfer of the Bonds.

The European Union

The Proposed Financial Transactions Tax (‘‘FTT’’)

On 14 February 2013, the European Commission published a proposal (the ‘‘Commission’s Proposal’’)

for a Directive for a common FTT in Belgium, Germany, Estonia, Greece, Spain, France, Italy, Austria,

Portugal, Slovenia and Slovakia (the ‘‘participating Member States’’). However, Estonia has since

stated that it will not participate.

The Commission’s Proposal has very broad scope and could, if introduced, apply to certain dealings in

the Bonds (including secondary market transactions) in certain circumstances.

Under the Commission’s Proposal the FTT could apply in certain circumstances to persons both within

and outside of the participating Member States. Generally, it would apply to certain dealings in the

Bonds where at least one party is a financial institution, and at least one party is established in a

participating Member State. A financial institution may be, or be deemed to be, ‘‘established’’ in a

participating Member State in a broad range of circumstances, including (a) by transacting with a person

established in a participating Member State or (b) where the financial instrument which is subject to the

dealings is issued in a participating Member State.

However, the FTT proposal remains subject to negotiation between participating Member States. It may

therefore be altered prior to any implementation, the timing of which remains unclear. Additional EU

Member States may decide to participate.

Prospective holders of the Bonds are advised to seek their own professional advice in relation to the

FTT.
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FATCA

Pursuant to certain provisions of the U.S. Internal Revenue Code of 1986, commonly known as FATCA,

a ‘‘foreign financial institution’’ may be required to withhold on certain payments it makes (‘‘foreign

passthru payments’’) to persons that fail to meet certain certification, reporting, or related

requirements. The Issuer may be a foreign financial institution for these purposes. A number of

jurisdictions (including Germany) have entered into, or have agreed in substance to, intergovernmental

agreements with the United States to implement FATCA (‘‘IGAs’’), which modify the way in which

FATCA applies in their jurisdictions. Under the provisions of IGAs as currently in effect, a foreign

financial institution in an IGA jurisdiction would generally not be required to withhold under FATCA or

an IGA from payments that it makes. Certain aspects of the application of the FATCA provisions and

IGAs to instruments such as the Bonds, including whether withholding would ever be required pursuant

to FATCA or an IGA with respect to payments on instruments such as the Bonds, are uncertain and may

be subject to change. Even if withholding would be required pursuant to FATCA or an IGA with respect

to payments on instruments such as the Bonds, such withholding would not apply prior to 1 January

2019 and Bonds issued on or prior to the date that is six months after the date on which final

regulations defining ‘‘foreign passthru payments’’ are filed with the U.S. Federal Register generally

would be ‘‘grandfathered’’ for purposes of FATCA withholding unless materially modified after such

date. However, if additional bonds (as described under ‘‘Terms and Conditions – Further Issues of

Bonds, Purchases and Cancellation’’) that are not distinguishable from previously issued Bonds are

issued after the expiration of the grandfathering period and are subject to withholding under FATCA,

then withholding agents may treat all Bonds, including the Bonds offered prior to the expiration of the

grandfathering period, as subject to withholding under FATCA. Holders should consult their own tax

advisors regarding how these rules may apply to their investment in the Bonds. In the event any

withholding would be required pursuant to FATCA or an IGA with respect to payments on the Bonds,

no person will be required to pay additional amounts as a result of the withholding.
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SUBSCRIPTION AND SALE

The Issuer has entered into a subscription agreement with the Sole Global Coordinator and the Joint

Lead Managers and Joint Bookrunners dated 18 July 2017 (the ‘‘Subscription Agreement’’), pursuant

to which and subject to certain conditions contained therein, the Issuer has agreed to sell to the Sole

Global Coordinator and the Joint Lead Managers and Joint Bookrunners, and the Sole Global

Coordinator and the Joint Lead Managers and Joint Bookrunners have agreed to, subscribe and pay for

or to procure subscribers to subscribe and pay for, the Bonds at an issue price of 3.50 per cent. of their

principal amount indicated in the following table.

Principal

amount of the

Bonds to be

subscribed

U.S.$

Bank of China Limited . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 200,000,000

Société Générale . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 100,000,000

Total . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . 300,000,000

The Subscription Agreement provides that the Sole Global Coordinator, the Joint Lead Managers and

Joint Bookrunners and their respective affiliates, and their respective directors, officers and employees

will be indemnified against certain liabilities in connection with the offer and sale of the Bonds. The

Subscription Agreement provides that the obligations of the Sole Global Coordinator and the Joint Lead

Managers and Joint Bookrunners are subject to certain conditions precedent, and entitles the Sole Global

Coordinator and the Joint Lead Managers and Joint Bookrunners to terminate it in certain circumstances

prior to payment being made to the Issuer.

The Sole Global Coordinator, the Joint Lead Managers and Joint Bookrunners and certain of their

respective subsidiaries or affiliates may have in the past perform and may in the future perform certain

investment banking and advisory services for, and enter into certain commercial banking transactions

with, the Issuer and/or its subsidiaries, from time to time, for which they have received customary fees

and expenses. The Sole Global Coordinator, the Joint Lead Managers and Joint Bookrunners and their

respective subsidiaries or affiliates may, from time to time, engage in transactions with and perform

services for the Issuer and/or its subsidiaries in the ordinary course of business.

In connection with the offering of the Bonds, the Sole Global Coordinator, the Joint Lead Managers and

Joint Bookrunners and/or their respective affiliate(s) may act as an investor for its own account and may

take up Bonds in the offering and in that capacity may retain, purchase or sell for its own account such

securities and any securities of the Issuer and may offer or sell such securities or other investments

otherwise than in connection with the offering. Accordingly, references herein to the Bonds being

offered should be read as including any offering of the Bonds to the Sole Global Coordinator, the Joint

Lead Managers and Joint Bookrunners and/or their respective affiliates acting in such capacity. Such

persons do not intend to disclose the extent of any such investment or transactions otherwise than in

accordance with any legal or regulatory obligation to do so. The Sole Global Coordinator, the Joint Lead

Managers and Joint Bookrunners or their respective affiliates may purchase the Bonds for its own

account or for the accounts of their customers and enter into transactions, including credit derivative,

such as asset swaps, repackaging and credit default swaps relating to the Bonds and/or other securities

of ours or our subsidiaries or associates at the same time as the offer and sale of the Bonds or in

secondary market transactions. Such transactions would be carried out as bilateral trades with selected

counterparties and separately from any existing sale or resale of the Bonds to which this Offering

Circular relates (notwithstanding that such selected counterparties may also be purchasers of the Bonds).
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In connection with the issue of the Bonds, any of the Sole Global Coordinator and the Joint Lead

Managers and Joint Bookrunners appointed and acting in its capacity as a Stabilising Manager or any

person acting on behalf of the Stabilising Manager may, to the extent permitted by applicable laws and

regulations, over-allot the Bonds or effect transactions with a view to supporting the market price of the

Bonds at a level higher than that which might otherwise prevail, but in so doing, the Stabilising

Manager or any person acting on behalf of the Stabilising Manager shall act as principal and not as

agent of the Issuer. However, there is no assurance that the Stabilising Manager or any person acting on

behalf of the Stabilising Manager will undertake stabilisation action. Any stabilisation action may begin

on or after the date on which adequate public disclosure of the terms of the Bonds is made and, if

begun, may be ended at any time, but must end after a limited period.

General

The distribution of this Offering Circular or any offering material and the offering, sale or delivery of

the Bonds is restricted by law in certain jurisdictions. Therefore, persons who may come into possession

of this Offering Circular or any offering material are advised to consult their own legal advisers as to

what restrictions may be applicable to them and to observe such restrictions. This Offering Circular may

not be used for the purpose of an offer or invitation in any circumstances in which such offer or

invitation is not authorised.

No action has been or will be taken in any jurisdiction by the Issuer, the Sole Global Coordinator or the

Joint Lead Managers and Joint Bookrunners that would permit a public offering, or any other offering

under circumstances not permitted by applicable law, of the Bonds, or possession or distribution of this

Offering Circular, any amendment or supplement thereto issued in connection with the proposed resale

of the Bonds or any other offering or publicity material relating to the Bonds, in any country or

jurisdiction where action for that purpose is required. Accordingly, the Bonds may not be offered or

sold, directly or indirectly, and neither this Offering Circular nor any other offering material or

advertisements in connection with the Bonds may be distributed or published, by the Issuer, the Sole

Global Coordinator or the Joint Lead Managers and Joint Bookrunners, in or from any country or

jurisdiction, except in circumstances which will result in compliance with all applicable rules and

regulations of any such country or jurisdiction and will not impose any obligations on the Issuer, the

Sole Global Coordinator or the Joint Lead Managers and Joint Bookrunners. If a jurisdiction requires

that an offering of Bonds be made by a licensed broker or dealer and the Sole Global Coordinator, the

Joint Lead Managers and Joint Bookrunners or any affiliate of the Sole Global Coordinator or the Joint

Lead Managers and Joint Bookrunners is a licensed broker or dealer in that jurisdiction, such offering

shall be deemed to be made by the Sole Global Coordinator, the Joint Lead Managers and Joint

Bookrunners or such affiliate on behalf of the Issuer in such jurisdiction.

United States

The Bonds have not been and will not be registered under 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. Each Global Coordinator and Joint Lead Manager has

represented, warranted and undertaken that it has not offered or sold, and will not offer or sell, any

bonds constituting part of its allotment within the United States except in accordance with Rule 903 of

Regulation S under the Securities Act and, accordingly, that neither it nor any of its affiliates (including

any person acting on behalf of such Global Coordinator and Joint Lead Manager or any of its affiliates)

has engaged or will engage in any directed selling efforts with respect to the Bonds.

Terms used in the paragraph above have the meanings given to them by Regulation S under the

Securities Act.
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United Kingdom

The Sole Global Coordinator and the Joint Lead Managers and Joint Bookrunners have represented,

warranted and agreed that:

(a) it has only communicated or caused to be communicated, and will only communicate or cause to

be communicated any invitation or inducement to engage in investment activity (within the

meaning of Section 21 of the Financial Services and Markets Act 2000 (the ‘‘FSMA’’)) received

by it in connection with the issue or sale of any Bonds in circumstances in which Section 21(1) of

the FSMA does not apply to the Issuer; and

(b) it has complied and will comply with all applicable provisions of the FSMA with respect to

anything done by it in relation to the Bonds in, from or otherwise involving the United Kingdom.

Hong Kong

The Sole Global Coordinator and the Joint Lead Managers and Joint Bookrunners have represented,

warranted and undertaken that

(a) it has not offered or sold and will not offer or sell in Hong Kong, by means of any document, any

Bonds other than (a) to ‘‘professional investors’’ as defined in the SFO and any rules made under

the SFO; or (b) in other circumstances which do not result in the document being a ‘‘prospectus’’

as defined in the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of

the Laws of Hong Kong) or which do not constitute an offer to the public within the meaning of

that Ordinance; and

(b) it has not issued or had in its possession for the purposes of issue, and will not issue or have in its

possession for the purposes of issue, whether in Hong Kong or elsewhere, any advertisement,

invitation or document relating to the Bonds, which is directed at, or the contents of which are

likely to be accessed or read by, the public in Hong Kong (except if permitted to do so under the

securities laws of Hong Kong) other than with respect to the Bonds which are or are intended to be

disposed of only to persons outside Hong Kong or only to ‘‘professional investors’’ as defined in

the SFO and any rules made thereunder.

The People’s Republic of China

The Sole Global Coordinator and the Joint Lead Managers and Joint Bookrunners have represented,

warranted and undertaken that the Bonds are not being offered or sold and may not be offered or sold,

directly or indirectly, in the PRC (for such purposes, not including the Hong Kong and Macau Special

Administrative Regions or Taiwan), except as permitted by the securities laws of the PRC.

Singapore

The Sole Global Coordinator and the Joint Lead Managers and Joint Bookrunners have acknowledged

that this Offering Circular has not been and will not be registered as a prospectus with the Monetary

Authority of Singapore. Accordingly, the Sole Global Coordinator and the Joint Lead Managers and

Joint Bookrunners have represented, warranted and undertaken that it has not offered or sold any Bonds

or caused such Bonds to be made the subject of an invitation for subscription or purchase, and will not

offer or sell such Bonds or cause such Bonds to be made the subject of an invitation for subscription or

purchase, and has not circulated or distributed, nor will it circulate or distribute this Offering Circular or

any other document or material in connection with the offer or sale, or invitation for subscription or

purchase, of such Bonds, whether directly or indirectly, to persons in Singapore other than (i) to an

institutional investor under Section 274 of the Securities and Futures Act, Chapter 289 of Singapore (the

‘‘SFA’’), (ii) to a relevant person pursuant to Section 275(1) of the SFA, or any person pursuant to

Section 275(1A) of the SFA, and in accordance with the conditions specified in Section 275 of the SFA

or (iii) otherwise pursuant to, and in accordance with the conditions of, any other applicable provision

of the SFA.
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Where the Bonds are subscribed or purchased under Section 275 of the SFA by a relevant person which

is:

(a) a corporation (which is not an accredited investor (as defined in Section 4A of the SFA)) the sole

business of which is to hold investments and the entire share capital of which is owned by one or

more individuals, each of whom is an accredited investor; or

(b) a trust (where is not an accredited investor) whose sole purpose is to hold investments and each

beneficiary of the trust is an individual who is an accredited investor,

securities (as defined in Section 239(1) of the SFA) of that corporation or the beneficiaries’ rights and

interests (howsoever described) in that trust shall not be transferred within six months after that

corporation or that trust has acquired the Bonds pursuant to an offer made under Section 275 of the SFA

except:

(1) to an institutional investor or to a relevant person as defined in Section 275(2) of the SFA, or to

any person arising from an offer referred to in Section 275(1A) or Section 276(4)(i)(B) of the SFA;

(2) where no consideration is or will be given for the transfer;

(3) where the transfer is by operation of law;

(4) as specified in Section 276(7) of the SFA; or

(5) as specified in Regulation 32 of the Securities and Futures (Offers of Investments), (Shares and

Debentures) Regulations 2005 of Singapore.

Japan

The Bonds have not been and will not be registered under the Financial Instruments and Exchange Act

of Japan (Law No. 25 of 1948, as amended) (the ‘‘Financial Instruments and Exchange Act’’) and,

accordingly, each of the Sole Global Coordinator and the Joint Lead Managers and Joint Bookrunners

has represented, warranted and undertaken that it has not, directly or indirectly, offered or sold and will

not, directly or indirectly, offer or sell any Bonds in Japan or to, or for the benefit of, any resident of

Japan (which term as used herein means any person resident in Japan, including any corporation or other

entity organised under the laws of Japan) or to others for re-offering or re-sale, directly or indirectly, in

Japan or to, or for the benefit of, any resident of Japan except pursuant to an exemption from the

registration requirements of, and otherwise in compliance with the Financial Instruments and Exchange

Act and other relevant laws, regulations and ministerial guidelines of Japan.

United Arab Emirates (the ‘‘UAE’’)

The offering of the Bonds has not been approved or licensed by the UAE Central Bank or the UAE

Securities and Commodities Authority (the ‘‘SCA’’), and accordingly does not constitute a public offer

of securities in the UAE in accordance with the commercial companies law, Federal Law No. 2 of 2015

(as amended), SCA Resolution No. 3 R.M. of 2017 Regulating Promotions and Introductions or

otherwise. Accordingly, the notes may not be offered to the public in the UAE.

This Offering Circular is strictly private and confidential and is being issued to a limited number of

institutional and individual investors:

(a) who meet the criteria of a Qualified Investor as defined in SCA Resolution No. 3 R.M. of 2017

(except natural persons) or who otherwise qualify as sophisticated investors;

(b) upon their request and confirmation that they understand that the notes have not been approved or

licensed by or registered with the UAE Central Bank or the SCA; and

98



(c) must not be provided to any person other than the original recipient, and may not be reproduced or

used for any other purpose.
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GENERAL INFORMATION

1. Clearing Systems: The Bonds have been accepted for clearance through Euroclear and Clearstream

under Common Code number 164082016 and the International Securities Identification Number for

the Bonds is XS1640820160.

2. Authorisations: The Issuer has obtained all necessary consents, approvals and authorisations in

connection with the issue and performance of its obligations under the Bonds, the Trust Deed and

the Agency Agreement. The issue of the Bonds was approved by the Yinchuan SASAC on 20

January 2017. The issue of the Bonds and the entry into the transaction documents in connection

with the Bonds were authorised by resolutions of the Board of Directors of the Issuer on 29 June

2017.

3. No Material Adverse Change: There has been no material adverse change, or any development

reasonably likely to involve an adverse change, in the financial or trading position, prospects or

results of operations of the Issuer since 31 December 2016.

4. Litigation: None of the Issuer or any other member of the Group is involved in any litigation or

arbitration proceedings that the Issuer believes are material in the context of the Bonds, neither the

Issuer is aware that any such proceedings are pending or threatened.

5. Available Documents: Copies of the Company’s Consolidated Financial Statements, the Trust

Deed, the Agency Agreement and the Articles of Association of the Issuer will be available for

inspection in physical form from the Issue Date at the Trustee’s principal office at One Canada

Square, London E14 5AL, United Kingdom during normal business hours, so long as any of the

Bonds is outstanding.

6. Financial Statements: The Company’s Consolidated Financial Statements have been audited by

Da Hua, as stated in its report appearing therein. The Company’s Consolidated Financial

Statements are prepared in accordance with PRC GAAP. These consolidated financial statements

are not intended to present the financial position and results of operations and cash flows in

accordance with accounting principles and practices generally accepted in other countries and

jurisdictions.

7. Listing: An application has been made to the Hong Kong Stock Exchange for the listing of, and

permission to deal in, the Bonds by way of debt issues to professional investors only. It is

expected that dealing in, and listing of, the Bonds on the Hong Kong Stock Exchange will

commence on or around 28 July 2017. Application will be made: (i) to the DFSA for the Bonds to

be admitted to the official list of securities maintained by the DFSA; and (ii) to NASDAQ Dubai

for Bonds issued by the Issuer to be admitted to trading on NASDAQ Dubai.
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ANNEX B 

ADDITIONAL INFORMATION REQUIRED PURSUANT TO THE DFSA’S MARKETS RULES 

 

 

DESCRIPTION OF THE COMPANY 
 

Incorporation Details 
 
The Company was incorporated with limited liability in the PRC on 22 December 2008 with company registration 
number 91640100670446204G and has remained incorporated since then. 
 
The Company’s registered office address and principal place of business is 9th Floor, Business Building, No. 2 

Liberation West Street, Xingqing District, Yinchuan City, Ningxia Hui Autonomous Region, People’s Republic of 
China and its contact phone number is +86 951 5617296. 
 
In this Annex, references to: “UAE” are to the United Arab Emirates and “PRC” are to the People’s Republic of 
China. 

 

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT 
 

Details relating to Directors and Senior Managers 
 
There are no potential conflicts of interest between the personal interests of the directors, members of the Board of 
Supervisors, and senior managers of the Company and their duties owed to the Company. 

 

GENERAL INFORMATION 
 

Approval of the Offering Document, Admission to Trading and Listing of Bonds 
 
The total expenses relating to the approval of the Offering Document by the DFSA, together with the admission of 
the Bonds to the official list of securities maintained by the DFSA (first issuance), are estimated to be 
U.S.$12,000. The total expenses relating to the admission to trading of the Bonds on NASDAQ Dubai are 
estimated to be U.S.$8,500 (first issuance). 

 
Listing and Admission to Trading 

 

Listing and Admission to trading Application has been made by the Company (or on its behalf) for the Bonds to 
be admitted to the Official List maintained by the Dubai Financial Services Authority and to trading on NASDAQ 
Dubai with effect from 30 October 2017. 

 
Industry and Market Data 

 
Market data and certain industry forecasts used throughout the Offering Circular have been obtained based on 
internal surveys, market research, publicly available information and industry publications. Industry publications 
generally state that the information that they contain has been obtained from sources believed by the Company to 
be reliable and accurate and the Company confirms that the information has been accurately produced and that as 
far as the Company is aware and is able to ascertain no facts have been omitted which would render the 
reproduced information inaccurate or misleading. 

 
Legal and other Proceedings against the Company 

 
Neither the Company nor any of its subsidiaries (together, the “Group”) has been involved in any governmental, 
legal or arbitration proceedings (including any such proceedings which are pending or threatened of which the 
Company is aware) during the 12 months preceding the date of the Offering Circular which may have, or have in 
such period, had a significant impact on the Company’s and/or the Group’s financial position or profitability. 
 



 

2 

 

Audit and Auditors 
 
The current auditor of the Company is Da Hua, Certified Public Accountants (Special General Partnership) of the 
The Chinese Institute of Certified Public Accountants and Beijing Institute of Certified Public Accountants. 
 
The Company’s Consolidated Financial Statements as at and for the years ended 31 December 2015 and 2016 
were prepared and presented in accordance with PRC GAAP and have been audited by Da Hua in accordance 
with China Standards on Auditing and Quality Control.  
 
China Standards on Auditing and Quality Control are substantially in line with the standards of the International 
Auditing and Assurance Standards Board (“IAASB”). There are no material differences between the China 
Standards on Auditing and Quality Control and the ISAAB standards with respect to the Company’s audit for the 
years ended 31 December 2015 and 2016. 
 

As set out in the Offering Circular on page 67, the Group structure changed at the end of 2014, consequently the 
Company does not have audited consolidated financial statements for the current Group structure available for 
periods prior to the financial statements which appear in the Offering Circular. 




