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IMPORTANT NOTICE



CHINA HONGQIAO GROUP LIMITED
PEEREEERRG

(Incorporated in the Cayman Islands with limited liability)

US$500,000,000 6.25% Senior Notes due 2024
Issue Price: 100%

Our 6.25% Senior Notes due 2024 (the “Notes”) will bear interest from June 8, 2021 at 6.25% per annum payable semi-annually in arrears on June 8
and December 8 of each year, commencing December 8, 2021. Unless previously repurchased or redeemed, the Notes will mature on June 8, 2024.
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NOTICE TO INVESTORS



Singapore Securities and Futures Act Product Classification — In connection with Section 309B(1)(c) of
the Securities and Futures Act (Chapter 289) of Singapore (the “SFA”) and the Securities and Futures
(Capital Markets Products) Regulations 2018 of Singapore (the “CMP Regulations 2018”), the Issuer
has determined, and hereby notifies all relevant persons (as defined in Section 309A(1) of the SFA), the
classification of the Notes as prescribed capital markets products (as defined in the CMP Regulations
2018) and Excluded Investment Products (as defined in MAS Notice SFA 04-N12: Notice on the Sale of
Investment Products and MAS Notice FAA-N16: Notice on Recommendations on Investment Products).

IN CONNECTION WITH THIS OFFERING, EACH INITIAL PURCHASER, AS STABILIZING
MANAGER, OR ANY PERSON ACTING FOR IT, MAY PURCHASE AND SELL THE NOTES IN
THE OPEN MARKET. THESE TRANSACTIONS MAY, TO THE EXTENT PERMITTED BY
APPLICABLE LAWS AND REGULATIONS, INCLUDE SHORT SALES, STABILIZING
TRANSACTIONS AND PURCHASES TO COVER POSITIONS CREATED BY SHORT SALES.
THESE ACTIVITIES MAY STABILIZE, MAINTAIN OR OTHERWISE AFFECT THE MARKET
PRICE OF THE NOTES. HOWEVER, EACH INITIAL PURCHASER, OR ANYONE ACTING FOR IT,
IS NOT OBLIGATED TO DO THIS. IF THESE ACTIONS ARE COMMENCED, THE PRICE OF THE
NOTES MAY BE HIGHER THAN THE PRICE THAT OTHERWISE MIGHT EXIST IN THE OPEN
MARKET. IF THESE ACTIVITIES ARE COMMENCED, THEY MAY BE DISCONTINUED AT ANY
TIME AND MUST IN ANY EVENT BE BROUGHT TO AN END AFTER A LIMITED TIME.

The Notes are expected to be rated “B1” by Moody’s, “B+” by S&P, “BB” by Fitch and “BB+" by
Lianhe Global. The rating is not a recommendation to buy, sell or hold the Notes and may be subject to
suspension, reduction or withdrawal at any time by Moody’s, S&P, Fitch or Lianhe Global. A
suspension, reduction or withdrawal of the rating assigned to the Notes may adversely affect the market
price of the Notes.

We, having made all reasonable inquiries, confirm that: (i) this offering memorandum contains all
information with respect to us, our subsidiaries and affiliates referred to in this offering memorandum
and the Notes and the Subsidiary Guarantees that is material in the context of the issue and offering of
the Notes; (ii) the statements contained in this offering memorandum relating to us and our subsidiaries
and our affiliates are in every material respect true and accurate and not misleading; (iii) the opinions
and intentions expressed in this offering memorandum with regard to us and our subsidiaries and
affiliates are honestly held, have been reached after considering all relevant circumstances and are based
on reasonable assumptions; (iv) there are no other facts in relation to us, our subsidiaries and affiliates,
the Notes and the Subsidiary Guarantees, the omission of which would, in the context of the issue and
offering of the Notes, make this offering memorandum, as a whole, misleading in any material respect;
and (v) we have made all reasonable enquiries to ascertain such facts and to verify the accuracy of all
such information and statements. We accept responsibility accordingly.

This offering memorandum is highly confidential. We are providing it solely for the purpose of enabling
you to consider a purchase of the Notes. You should read this offering memorandum before making a
decision whether to purchase the Notes. You must not use this offering memorandum for any other
purpose, or disclose any information in this offering memorandum to any ot0.5(e)-5(xprl).5(e)(5N-1.4(0)-4ng)]Ts.



their respective affiliates or advisors as to the accuracy or completeness of the information set forth
herein, and nothing contained in this offering memorandum is, or should be relied upon as, a promise or
representation, whether as to the past or the future. The Initial Purchasers, the Trustee and the Agents
and their respective affiliates or advisors, to the fullest extent permitted by law, assume no responsibility
for the accuracy or completeness of any such information or for any statement made or purported to be
made by the Initial Purchasers or on our behalf in connection with the Company or the Subsidiary
Guarantors or the issue and offering of the Notes. The Initial Purchasers, the Trustee and the Agents and
their respective affiliates or advisors have not independently verified the information contained herein
(financial, legal or otherwise). The Initial Purchasers, the Trustee and the Agents and their respective
affiliates or advisors accordingly, to the fullest extent permitted by law, disclaim all and any liability
whether arising in contract or tort or otherwise which they might otherwise have in respect of this
offering memorandum or any such statement.

Each person receiving this offering memorandum acknowledges that: (i) such person has been afforded
an opportunity to request from us and to review, and h



ENFORCEABILITY OF CIVIL LIABILITIES

We are an exempted company incorporated under the laws of the Cayman Islands with limited liability,
and our Subsidiary Guarantors are incorporated in either the British Virgin Islands or Hong Kong with
limited liability. As substantially all of our business is conducted, and substantially all of our assets are
located, in the PRC (as defined herein), our operations are generally affected by and subject to the PRC
legal system and PRC laws and regulations. In addition, most of our directors and senior officers reside
in the PRC, and the assets of our directors and officers may also be located in the PRC. As a result, it
may be difficult for investors to effect service of process upon us or such persons, or to enforce against
us or such persons judgments obtained in courts or arbitral tribunals outside the PRC or the Cayman
Islands, including judgments predicated upon the civil liability provisions of the federal securities laws
of the United States or the securities laws of any state or territory of the United States.

Since 1979, the PRC government has promulgated laws and regulations in relation to general economic
matters such as foreign investment, corporate organization and governance, commerce, taxation, foreign
exchange and trade, with a view towards developing a comprehensive system of commercial law. In
particular, legislation over the past 30 years has si



We have been advised by our British Virgin Islands legal advisors, Conyers Dill & Pearman, that the
courts of the British Virgin Islands would recognize as a valid judgment, a final and conclusive
judgment in personam obtained in the federal or state courts in the United States against us under which
a sum of money is payable (other than a sum of money payable in respect of multiple damages, taxes or
other charges of a like nature or in respect of a fine or other penalty) and would give a judgment based
thereon provided that (a) such courts had proper jurisdiction over the parties subject to such judgment,
(b) such courts did not contravene the rules of natural justice of the British Virgin Islands, (c¢) such
judgment was not obtained by fraud, (d) the enforcement of the judgment would not be contrary to the
public policy of the British Virgin Islands, (e) no



CERTAIN DEFINITIONS, CONVENTIONS AND CURRENCY PRESENTATION

EEINT3 LR N3

In this offering memorandum, all references to “we,” ‘“us, our Company” and “Group” refer to
China Hongqgiao Group Limited and, as the context requires, its subsidiaries; all references to “our IPO”
mean our initial public offering of our Shares listed on The Hong Kong Stock Exchange in March 2011;
all references to “US$,” “USD” and “U.S. dollars” are to United States dollars; all references to
“RMB” or “Renminbi” are to Renminbi, the official currency of the People’s Republic of China; all
references to “PRC” and “China” are to the People’s Republic of China, excluding the Hong Kong
Special Administration Region of the PRC, the Macau Special Administration Region of the PRC and
Taiwan.



FORWARD-LOOKING STATEMENTS






DEFINITIONS

In this offering memorandum, unless the context otherwise requires, the following expressions shall have

the following meanings.

“2016 Negative Report” .

“2017 Negative Reports™ .

“Aluminum & Power” . . .

“Antaike”

“Audit Findings”

“Board of Directors” or
“Board”.

“BVI” ..o
“CAGR” . ... ... ...

“Chuangye Group™ . . ...

“Companies Act” . ... ..

“Company”’, the “Issuer”
or “our Company”. . ..

“Controlling Shareholders”

“Director(s)” . ........

The negative report against our Company published by a website
(http://hongqiaoexposed.com) with unknown origins in November 2016.

The First 2017 Negative Report and the subsequent negative reports
against our Company published by Emerson Analytics Co. Ltd. dated
October 30, 2017 and November 14, 2017.

LR e AR (Shandong Weigiao Aluminum and Power Co.,
Ltd.), a limited liability company incorporated under the laws of the PRC
on December 25, 2002 and an indirect subsidiary of our Company.

HZHEE B AL (Beijing Antaike Information Development
Co., Ltd.), an independent specialist market research company engaged by
the Company.

The audit findings set out in the letter sent from Ernst & Young on
February 28, 2017 after Ernst & Young carried out additional audit
procedures for the year ended December 31, 2016.

Our board of Directors.
The British Virgin Islands.
Acronym for compound annual growth rate.

LR BI(EE AR/  (Shandong Weiqgiao Chuangye Group
Company Limited), a limited liability company established under the laws
of the PRC on April 14, 1998, the name of which was changed in 2003
from Shandong Weiqiao Textile Group Company Limited ( L/ 5 44k
LEAMR ), a limited liability company converted from its
predecessor, Zouping County Weigiao Cotton Spinning Factory (#-Ff%

FR&H 4L ). As of December 31, 2020, Zhang’s Family directly and
indirectly held an approximately 36.70% equity interest in Chuangye
Group.

The Companies Act, Cap 22 (Act 3 of 1961, as consolidated and revised)
of the Cayman Islands.

China Honggiao Group Limited, a company incorporated on February 9,
2010 as an exempted company with limited liability under the laws of the
Cayman Islands.

Has the meaning ascribed thereto under the Listing Rules and unless the
context requires otherwise, refers to Zhang’s Family, Shiping Prosperity
Private Trust Company, and Hongqiao Holdings who control the exercise
of approximately 66.62% of the voting rights in a general meeting of our
Company as of the date of this offering memorandum.

The director(s) of our Company.



“EIT Law™. . . .. ... ... The PRC Enterprise Income Tax Law passed by the National People’s
Congress of the PRC on March 16, 2007, which took effect on January 1,



“Indonesian Alumina Joint
Venture Company”. . . .

“July 2019 Notes™

“Listing Rules”

“Main Board”

“Ms. Zheng” .. .......

“NDRC” . ...........

“Negative Reports™. . . . .

“November 2017 CB” . . .

“October 2019 Notes”

PT. Well Harvest Winning Alumina Refinery, a limited liability company
established and existing under the laws of the Republic of Indonesia and
domiciled in Central Jakarta pursuant to a joint venture agreement entered
into on December 27, 2012 by the Company, Winning Investment, PT.
Cita and PT. Danpac with a total planned investment of not more than
US$1.5 billion and in which the Group holds a 61% interest directly and
indirectly.

The 7.125% senior notes the Company issued on July 22, 2019 in the
aggregate principal amount of US$300,000,000, which will mature on
July 22, 2022.

The Rules Governing the Listing of Securities on The Stock Exchange of
Hong Kong Limited (as amended from time to time).

The Main Board of the Hong Kong Stock Exchange.

H R, Ms. Zheng Shuliang, the wife of Mr. Zhang, the mother of Mr.
Zhang Bo, Ms. Zhang Hongxia and Ms. Zhang Yanhong and the mother-
in-law of Mr. Yang Congsen.

i N REMBIER B ENNEE Bt
Reform Commission of the PRC).

(National Development and

2016 Negative Report and 2017 Negative Reports.

The US$320,000,000 5.0% convertible bonds due 2022 issued by the
Company on November 28, 2017.



“SAFE”. ............ g N REFIEBEI RSN EHE (the State Administration of Foreign
Exchange of the PRC).

“SFO”. . ... . ..... The Securities and Futures Ordinance (Chapter 571 of the Laws of Hong
Kong) as amended, supplemented or otherwise modified from time to



GLOSSARY



SUMMARY



. Efficient and advanced production facilities;

. High profile professional shareholders;
. Diversified financing channels with prudent financial management; and
. Experienced management team with established track record.

Our Strategies

We seek to further strengthen our established market position in the aluminum industry in China. We
aim to continue the trend of sustainable growth of our businesses and remain competitive. To achieve
this, we intend to implement the following strategies:



. CHY 2021 F

’y

On March 30, 2021, we entered into a facility agreement with, among others, CBI as facility agent (the
“CBI March 2021 Facility”), pursuant to which CBI agreed to advance to us term loans of up to
US$200 million (including a greenshoe option) for, among others, the refinancing of our existing
indebtedness and general corporate purposes. See “Description of Other Material Indebtedness — Term
Loan Facility Agreements — The CBI March 2021 Facility” for further information.

1 X I



THE OFFERING

The following is a brief summary of the terms of this offering and is qualified in its entirety by the



The initial Subsidiary Guarantors will consist of all of the Restricted
Subsidiaries other than the Restricted Subsidiaries organized under the
laws of the PRC and the Indonesian Alumina Joint Venture Company and
its subsidiaries and Winning Consortium Alumina Guinea SA.

The initial Subsidiary Guarantors are holding companies that do not have
significant operations or assets.

None of the Restricted Subsidiaries organized under the laws of the PRC
or Exempted Subsidiaries will provide a Subsidiary Guarantee on the
Original Issue Date or at any time in the future. In addition, the Company
may designate any Offshore Subsidiary as a New Offshore Non-Guarantor
Subsidiary, subject to certain limitations.

Each future Restricted Subsidiary, as defined under “Description of the
Notes — Definitions™ (other than Subsidiaries organized under the laws of
the PRC, the Initial Offshore Non-Guarantor Subsidiaries and Exempted
Subsidiaries (as defined in the “Description of the Notes™)), promptly
upon becoming a Restricted Subsidiary, and each of its Exempted
Subsidiaries, promptly after it ceases to be an Exempted Subsidiary, will



Use of Proceeds

. is effectively subordinated to the secured obligations of such
Subsidiary Guarantor, to the extent of the value of the assets
serving as security therefor; and

. is effectively subordinated to all existing and future obligations of
the Non-Guarantor Subsidiaries.

The Company estimates the net proceeds of this offering, after deducting
the underwriting discounts and commissions and other estimated expenses
payable in connection with this offering, will be approximately US$493.9
million. The Company intends to apply the net proceeds from this
offering for refinancing certain existing indebtedness with the remainder
for general corporate purposes.



enter into sale and leaseback transactions;

enter into agreements that restrict the Restricted Subsidiaries’ ability
to pay dividends, transfer assets or make intercompany loans;




SUMMARY CONSOLIDATED FINANCIAL INFORMATION

The following tables set forth summary consolidated financial information of our Group. We have
derived the following summary consolidated financial information from our audited consolidated




As a measure of our operating performance, we believe that the most directly comparable IFRS measure to EBITDA is
profit and other comprehensive income for the year. We use EBITDA in addition to profit and other comprehensive income
for the year because profit and other comprehensive for the year includes many accounting items associated with capital
expenditures, such as depreciation and amortization, as well as non-operating and non-recurring items, such as finance costs,
foreign exchange losses and impairment loss. These accounting items may vary between companies depending on the
method of accounting adopted by a company. Funds depicted by this measure may not be available for debt service due to
covenant restrictions, capital expenditure requirements and other commitments.

The following table reconciles our profit and other comprehensive income for the year under IFRS to our definition of

EBITDA for the periods indicated.

Profit and other comprehensive income for the year . . ...
Interest inCOME . . . . . ..ottt
Finance costs . . ....... ... .. .. ... ... .. .. ...
Taxation. . .. ... ...
Depreciation and amortization. . .. ... .............
Foreign exchange losses (gains). . . . ...............
Impairment loss recognised in respect of goodwill . .. ...
Impairment loss recognised in respect of property, plant
and equipment . .. ... .. ..
Reversal of impairment of property, plant and equipment .
Loss on disposal of a subsidiary .. ................

EBITDA . .. .. .

For the Year Ended December 31,

2018 2019 2020 2020
RMB RMB RMB Us$
(in thousands)
5,786,252 6,455,143 10,444,751 1,600,728
(691,914) (418,408) (514,800) (78,897)
4,433,389 5,219,595 4,506,236 690,611
2,549,440 2,315,924 2,259,599 346,299
7,346,576 7,413,708 6,900,988 1,057,623
794,178 178,459 (320,832) (49,170)
656,945 - 330,595 50,666
- 1,727,404 162,283 24,871
- (968,480) - -
648,772 - - -
21,523,638 21,923,345 23,768,820 3,642,731

2) EBITDA margin is calculated by dividing EBITDA by revenue.

A3) Total debt is calculated as the total of short-term and long-term bank and other loans, short-term and medium-term
debentures and convertible bonds (including liability and derivative components) and guaranteed notes.

4) Net debt is calculated as total debt minus restricted bank deposits and bank balances and cash.




Statements of Financial Position

NON-CURRENT ASSETS

Property, plant and equipment. . ... ...............
Right-of-use assets. . . .. ..... . ... . ... ..
Intangible assets . .. .. ... ... ..
Prepaid lease payments. . . .. ....... ... ... ... ...
Investment properties. . .. ......................

As of December 31,

2018 2019 2020 2020
RMB RMB RMB USs$
(in thousands)
76,361,390 71,019,374 64,750,361 9,923,427
- 5,152,415 5,646,551 865,372
22,673 24,884 27,429 4,204
4,915,054 - 4,053 621
143,606




RISK FACTORS

You should carefully consider the risks described below and all other information contained in this
offering memorandum before making an investment decision. You should pay particular attention to the



A

b

Almost all of our existing PRC aluminum manufacturing facilities, and our thermal power stations are
located within or in close proximity to Zoupin



operations. Any disruption in our operations could have a material adverse impact on our ability to
produce sufficient quantities of products or may require us to incur significant expenses in order to
produce sufficient quantities to meet our contractual obligations, and could impair our ability to meet the
demand of customers and result in customers cancelling their purchase orders, any of which could
materially and adversely affect our business,



2016 2017

From time to time, our Company may face negative publicity or unfavorable research reports relating to
our business, financial performance, financial reporting or operations. For example, in the end of 2016
and beginning of 2017, we became aware of several reports that were published containing a number of
negative allegations regarding our Group, including, among others, that our Company under-reported
key costs, concealed related parties and related party transactions, and falsified cash position and other
financial positions. For instance, the 2017 Negative Reports alleged, among other things, that (a) our
power-generation cost was 40% higher than disclosed cost; (b) our disclosed power unit cost was not in
line with the price trend of coal; (c) we purchase alumina from Gaoxin, an undisclosed related party, at
a price lower than market price constituting a subsidy to our Group; (d) we continuously booked
negative free cash flow with significant debt size increase; and (e) our capital expenditures have
continued to increase. In response to these negative allegations, our Company has provided a detailed
refutation of the allegations contained in the Negative Reports in a number of public announcements,
including the announcements of our Company dated November 23, 2016 and December 20, 2016,
October 25, 2017, November 12, 2017 and November 14, 2017. To help investigate and confirm the
issues involved, we also engaged BT Risk Assurance, an independent third party professional service
firm, to carry out certain agreed-upon procedures in relation to the allegations in the Negative Reports
and the Audit Findings. BT Risk Assurance carried out the agreed-upon procedures and presented its
findings to the Board and the Audit Committee of our Group in July 2017. Based upon the agreed-upon
procedures it performed, BT Risk Assurance did not identify any material discrepancies or anomalies in
our cost reporting, related party transaction disclosure, liquidity profile/cash balance, CAPEX and
profitability, tracing back to 2013.

Nonetheless, such allegations have seriously damaged our Company’s corporate image, credit and
reputation, and have caused significant fluctuation in the share price of our Company. In order to protect
the interest of Shareholders and potential investors of our Company, we have engaged special legal
counsel and filed a lawsuit against the relevant parties in court in Hong Kong to seek remedy for
defamation. However, there can be no assurance that we will win our court case. There can also be no
assurance that new reports will not be published containing the same or further allegations regarding the
Company and our business. Although we may, as we did in the past, defend ourselves against any such
allegations through legal and administrative proceedings as appropriate, we cannot assure you that such
proceedings will result in a ruling or decision to our favor nor that the negative publicity effect imposed
by those allegations would be eliminated or reduced upon a positive ruling. Any such negative publicity
or unfavorable research reports, even if malicious or prepared on an unfounded factual basis, could have
a material adverse effect on the trading price of the Notes and our Shares, and further damage our
Company’s reputation, business and results of operations.

, X H X E y 22, 2017
/ 29, 2017, 2016
217 . r

As a result of the Negative Reports, we suspended trading in our shares on the Hong Kong Stock
Exchange on March 22, 2017. This suspension was to allow time for BT Risk Assurance, an
independent third party professional service firm, to carry out certain agreed-upon procedures in relation
to allegations in the Negative Reports and the Audit Findings before finalizing and publishing our
annual results for 2016. Our then auditors, Ernst & Young, citing the inability of the Company and
Ernst & Young to reach a consensus in relation to an independent investigation on its Audit Findings,
resigned as the auditors of our Group with effect from April 27, 2017. Subsequently, pursuant to a letter
from the Hong Kong Stock Exchange, certain conditions for resumption of trading in our Shares were
set out, including that we address the Audit Findings and clarify the allegations in the 2016 Negative
Report and the 2017 Negative Report, publish all outstanding financial results and address any audit
qualifications and inform the market of all material information. Following the appointment of
SHINEWING (HK) CPA Limited as the new auditors of the Company on August 31, 2017, we

14



announced our annual results for 2016 and our interim results for 2017 on October 27, 2017. With all
the conditions for the resumption of trading in our Shares being fulfilled, trading of our Shares on the
Hong Kong Stock Exchange resumed with effect from October 30, 2017. Although we currently do not
foresee any future suspension of trading in our shares or any delay in the release of our annual or
interim results or further change of our auditors, we cannot assure you that such events could not recur
in the future. If the trading in our Shares on the Hong Kong Stock Exchange is suspended in the future,
or we change our auditors or otherwise are unable to release our financial results in a timely manner,
our reputation, business, financial condition and results of operations, as well as the trading price of the
Notes may be materially and adversely affected.

In addition, the financing agreements that we enter into from time to time in the ordinary course of
business may contain customary information undertakings, including the requirement to furnish our
annual and interim results to the respective lenders within the timeline specified therein. If we are
unable to comply with the terms in our existing and future debt obligations and other agreements, there
could be a default under the relevant obligations and agreements. If this were to occur, the lenders under
such borrowings could terminate their commitments to lend to us, accelerate repayment of the debt and
declare all outstanding amounts due and payable or terminate the agreements, as the case may be. We
cannot assure you that we will be always able to furnish our annual results and interim results in time or
obtain a waiver from the relevant lenders to extend the timeline specified in the future, which may cause
acceleration of the outstanding indebtedness and hence have a material and adverse effect on our
business, financial condition and results of operations.

We rely on a limited number of large suppliers to provide us with the raw materials and energy we need
to produce our aluminum products. In 2018, 2019 and 2020, our five largest suppliers together
accounted for approximately 38.0%, 41.9%, and 43.3%, respectively, of our total procurement costs,
with our largest supplier accounting for approximately 14.4%, 21.7% and 16.8%, respectively.

If there is any material adverse change in the business, financial condition or results of operations of a
major supplier, or if it enters into bankruptcy proceedings, our business, financial condition and results
of operations could be materially and adversely affected. Moreover, if our current suppliers are
unwilling or unable to provide us with alumina and electricity in required quantities and at commercially
acceptable prices, or if they are required by relevant PRC regulatory authorities to comply with more
stringent procedures and requirements than those currently in place, or if the relevant PRC regulatory
authorities are of the view that the approval, construction, environmental or safety compliance of the
production of alumina of our suppliers do not fully comply with relevant PRC laws, rules or regulations,
or if they are ordered by relevant PRC regulatory authorities to change, suspend construction or
production or close relevant production facilities as a result of any past, or future illegal operation, or
any past or future non-compliance with relevant PRC laws, rules or regulations, resulting in inadequate
or delayed supply of alumina or electricity to us, or if there is any material adverse change in the
business, financial condition and results of operations of our suppliers, we may be unable to find
alternative sources at the same price level offered by our existing suppliers or at otherwise commercially
acceptable prices or terms in a timely manner, or at all, which would disrupt our operations and have a
material adverse effect on our business, financial condition, results of operations and prospects.

In particular, alumina and electricity are two principal cost components of our cost of sales. Although
we have increased our own in-house production, nonetheless, we expect to continue to purchase
substantial amounts of alumina and electricity for the foreseeable future. We purchase alumina from a
limited number of suppliers. In addition, in 2016 and 2017 we procured all electricity that we did not
self-produce from a single external supplier, as we had done since January 2010. Beginning in January
2018, we stopped purchasing alumina and electricity from the supplier which had provided the majority

15



of our purchased alumina and all of our externally purchased electricity for the years ended December
31, 2016 and 2017, and for several before that and began purchasing each from a new supplier with
which we have limited history.

I y y

During recent years, we actively expanded our procurement channels of bauxite, which is the upstream
production raw material of alumina, by importing bauxite from various places of origin including
Indonesia, the Republic of India, Brazil, Malaysia and the Commonwealth of Australia as well as our
own bauxite mining project in Guinea. However, if there is any change in the government policies and
regulations for bauxite export in overseas’ markets, we may encounter difficulties and challenges. For
example, the Indonesian government imposed an export ban of the unprocessed ores, nickel and bauxite
in 2014 (Indonesia’s Law No. 4/2009 on Minerals and Coal Mining). The export of ores that are not
processed to the required levels currently remains illegal. Failure to comply with the ban could result in
producer companies losing their licenses to mine. If Indonesian regulators find that any of our suppliers
in Indonesian failed to fulfill the specific terms under the applicable legislation, government regulators
may levy fines, suspend or terminate licenses, or other governmental permissions. A suspension and/or
the subsequent termination of licenses or refusal to renew licenses, and/or other governmental
permissions or permits could materially adversely affect the ability of our suppliers to export bauxite.
Export bans on bauxite in Indonesia which increase the transportation cost and the global bauxite price,
may adversely affect China’s aluminum product manufacturers, including our alumina suppliers and us.



Furthermore, if more stringent regulations are adopted in the future, the costs of compliance with these
new regulations could be substantial. If we fail to comply with any future environmental regulations, we
may be required to pay substantial fines, suspend our manufacturing or even cease operations, and our
reputation, business results of operations and financial condition may be adversely affected.

Financial responsibility for contaminated property may be imposed on us where our operations have had
an environmental impact. Such liability may include the cost of investigating and remediating
contaminated soil or ground water, fines and penalties sought by environmental authorities, and damages
arising out of personal injury, contaminated property and toxic tort claims. The costs of such matters
have not been material to our net income in the past. Ho



PRC. We may not be able to achieve the vertical integration that we are targeting. Any future expansion,



Our five largest customers accounted for approximately 59.4%, 55.1% and 59.0% of our revenue of
continuing operations for 2018, 2019 and 2020, respectively. Our largest customer accounted for



snow. If our delivery time increases unexpectedly for these or any other reasons, our ability to deliver
our aluminum products on time would be materially and adversely affected and result in delayed or loss
of revenue. In addition, if fuel prices were to increase, our transportation costs would likely further
increase. A prolonged transportation disruption or a significant increase in the cost of transportation
could materially and adversely affect our business, financial condition and results of operations.

Molten aluminum alloy has to be transported in specially designed containers to keep its temperature at
750°C to 900°C during delivery. Molten aluminum alloy is considered a hazardous good for
transportation and special licenses and equipment are required for its transport. Prior to June 2016, we
engaged a single service provider for the delivery of all of our molten aluminum alloy products. Since
June 2016, we have used two transport companies for delivery of our molten aluminum alloy products.
If our current carriers are unwilling or unable to continue to deliver molten aluminum alloy for us, it
may be difficult to find alternative carriers due to the special requirements for molten aluminum alloy
transport. If we are unable to find alternative carriers on satisfactory terms in a timely manner, or at all,
our business, financial condition and results of operations would be materially and adversely affected.

I )

Aluminum production requires a stable supply of electricity in large quantities. Our electricity cost was
approximately RMB25,613.7 million, RMB22,363.0 million and RMB22,315.4 million (US$3,420.0
million) for 2018, 2019 and 2020, respectively. We have been able to meet our electricity needs by
generating electricity using our own thermal power stations and by purchasing from our existing external
supplier. However, we may experience increased electricity costs, electricity shortages or disruptions in



million as of December 31, 2018, net current assets of RMB27,868.9 million as of December 31, 2019
and net current assets of RMB 24,082.3 million as of December 31, 2020, we cannot assure you we will
not have net current liabilities again in the future, which could limit our working capital for the
purposes of operations or capital for our future plans. We may need to raise additional funds to meet our
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Our results of operations are subject to significant fluctuations. Some material factors affecting our
results of operations include, but are not limited to:

. alterations in demand for our aluminum products;

. our customers’ sales outlook, purchasing patterns and changes in inventory level;
. our effectiveness in managing the manufacturing processes and controlling costs;
. our ability to optimize our available manufacturing capability;

. changes in the cost and availability of raw materials



We may from time to time be involved in disputes with various parties involved in its business,
including contractors, tenants, suppliers and purchasers. In addition, where regulatory bodies or
governmental authorities disagree with our conduct in respect of our operations, we may be subject to
administrative proceedings and unfavourable decrees that could result in liabilities and delays to its
projects. There is no assurance that we will not be so involved in any major legal or other proceedings
in the future, which may subject the Group to significant liabilities and materially and adversely affect
our business, financial condition, results of operations and prospects.
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As of the date of this offering memorandum, we had not been subject to any material product liability
claims. However, we cannot assure you that we will not experience material losses arising from product
liability claims in the future. We do not maintain any product liability insurance. If our products fail to
meet the required specifications or quality standards, our business could be materially and adversely
affected. We may also face liability claims due to possible defective products. Such claims may be
pursued by way of contractual remedy or by way of civil action if the defects in our products result in
damages or injuries suffered by third parties. In such event, our reputation and our business, financial
condition and results of operations would be materially and adversely affected.

C 2017 CB r
2021 CB »-

We issued our US$320,000,000 5.0% convertible bonds due 2022 on November 28, 2017 and
US$300,000,000 5.25% convertible bonds due 2026 on January 25, 2021. The November 2017 CB and
January 2021 CB which contain both liability and multiple embedded derivatives (including conversion
option that will be settled other than by the exchange of fixed amount of cash or another financial
instrument for a fixed number of our Company’s own equity instruments and redemption options) are
classified separately into respective items on initial recognition in accordance with the substance of the
contractual arrangements and the definitions of a financial liabilities and an equity instrument. Multiple
embedded derivatives are generally treated as a single compound derivative. Derivatives are initially
recognized at fair value at the date when a derivative contract is entered into and are subsequently
remeasured to their fair value at the end of the reporting period. The resulting gain or loss is recognised
in profit or loss immediately unless the derivative is designated and effective as a hedging instrument, in
which event the timing of the recognition in profit or loss depends on the nature of the hedge
relationship.

At the date of issue, both the liability and the compound derivative components of the November 2017
CB and January 2021 CB are recognised at fair value. The fair value of the compound derivative
components of the November 2017 CB and January 2021 CB are determined by derivative valuation
models that take as inputs several variables including risk-free rate, expected life and volatilities. Any
changes in these inputs into the model will resu
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The global financial crisis which commenced in the second half of 2008 and subsequent economic crisis
in Europe caused substantial volatility in the capital markets and a downturn in the global and PRC
aluminum industry. As a result of such financial crises, growth rates of aluminum consumption in China
might slow down, and the prices of aluminum products could experience dramatic fluctuations.
Furthermore, banks’ lending policies and the availability of credit to non-state-owned entities, such as
ourselves, are significantly influenced by global financial conditions, governmental policies and levels
of investor confidence in credit markets, which in turn affect the costs or availability of funding for
entities like us. If global or regional economic downturns occur or there are other prolonged disruptions
to the credit markets, this could limit our ability to raise funds from our current or other funding sources
or cause the funds to become more expensive, either of which may materially and adversely affect our
business, financial condition, results of operations and prospects.

, C ID-19
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Our business could be adversely affected by the effects of the ebola virus, HlN/l flu, HS5N1 avian flu,
Severe Acute Respiratory Syndrome, or SARS, COVID-19 or other epidemics or outbreaks. In 2000,
2007 and 2008, there were reports on the occurrences of avian flu in various parts of China, including a
few confirmed human cases and deaths. In April 2009, an outbreak of HINI1 flu occurred in Mexico and
the United States and human cases of HIN1 flu were discovered in China and Hong Kong. In 2014,
there was an ebola virus outbreak in Africa. In particular, the outbreak of COVID-19 in 2020 has
endangered the health of many people in China and other countries, resulting in numerous confirmed
cases and deaths and significantly disrupted travels and local economies in and outside of China. To
prevent further transmission of COVID-19, the PRC Government has adopted a series of measures
nationwide, including, among others, locking down cities, restrictions on enterprises from resuming
work, traffic control, travel bans, management and control over commencement and delivery schedules
of manufacturers. Therefore, we are subject to certain risks, which include, among others, (i) we may
incur extra costs in relation to our precautionary measures and disinfection works carried out by us at
our manufacturing facilities and offices; and (ii) we may be required to quarantine some or all of our
employees, or disinfect the manufacturing facilities and offices to prevent the spread of the disease if
any of our employees were suspected of contracting or contracted an epidemic disease. The occurrence
of any of the above events may adversely affect our production and results of operations. Furthermore,
such adverse epidemics may severely affect and restrict the level of economic activity in China as the
government in each region we operate may impose regulatory or administrative measures quarantining
affected areas or other measures to control the outbreak of the infectious disease, which together with
the disruption of business in major industries may adversely affect the overall business sentiment and
environment in China, which in turn may lead to slower overall economic growth in China and the
world. In response to the COVID-19 pandemic, governments across the world have imposed travel
restrictions and/or lockdown to contain its transmission. As the pandemic continue to spread worldwide,
more countries may impose similar or more severe containment measures. There is no assurance that the
current containment measures will be effective in halting the pandemic. The current containment
measures and any future containment measure may, however, adversely and materially affect the
manufacturing, exports and imports and consumption of goods and services globally. The reduction in
demand and supply may adversely and materially affect economic growth globally. Any contraction or
slowdown in the economic growth of China and the world could adversely affect our business, financial
condition, results of operations and growth prospects.

Any prolonged occurrence or recurrence of these pandemic diseases or other adverse public health
developments in China or any of the major markets in which we do business, or the fear of such
development, may have a material adverse effect on our business and operations. These could include
our ability to deliver our products, as well as temporary closure of our manufacturing facilities, or our
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customers’ facilities, leading to delayed or cancelled orders. Any severe travel or shipment restrictions
and closures would severely disrupt our operations and adversely affect our business, financial condition
and results of operations.

Risks Relating to Our Industry

C , c

Laws, regulations and enforcement policies in China, including those regulating the aluminum industry,
and power industry, require our Group to obtain various licenses, certificates, permits, and approvals



If applicable laws and regulations change adversely or the relevant regulatory authorities change their
interpretation or enforcement of relevant policies in the future, we may be required to obtain further
approvals or to meet other additional regulatory requirements. In addition, we may not be able to access
the credit markets or obtain financing through corporate debt, commercial paper, medium-term notes,
convertible bonds or equity issuances under the current industry policies.

If there are any future changes in applicable laws, regulations, administrative interpretations or
regulatory documents, or stricter enforcement policies by the relevant PRC regulatory authorities, more
stringent requirements could be imposed on the industry in which we are currently engaged. Compliance
with such new requirements could impose substantial additional costs or otherwise have a material
adverse effect on our business, financial condition and results of operations. In addition, if we fail to
meet such new rules and requirements relating to approval, construction, environmental or safety
compliance of our operations, we may be ordered by the relevant PRC regulatory authorities to change,
suspend construction of or close the relevant production facilities. Alternatively, these changes may also
relax some requirements, which could be beneficial to our competitors or could lower market entry
barriers and increase competition. As a result, our business, financial condition and results of operations
could be materially and adversely affected.

Our business involves inherent risks and occupational hazards. Due to the nature of our business, we
engage or may engage in certain inherently risky and hazardous activities, including, among others,
operations which involve preparing and handling high temperature materials, the production, handling
and use of high voltage electricity, the transportation of hazardous products and handling hazardous
materials in our operations. We are subject to the risks associated with these activities, including
spillage of high temperature materials, equipment failures, industrial accidents, fires and explosions.
These risks and hazards may result in personal injury and loss of life, damage to or destruction of
properties or production facilities, and pollution and other environmental damage.

We cannot assure you that the same will not happen at our manufacturing bases in the future. Any of
these risks could result in business interruption, possible legal liability and damage to our business
reputation and corporate image. In addition, we may also be subject to claims resulting from the
subsequent use by our customers or other third parties of the products we have produced. If any of the
above happens, our business, financial condition and results of operations would be materially and
adversely affected.

C c , p.,C g L

Certain facts and other statistics in this offering memorandum relating to China, the PRC economy and
the global and PRC aluminum industries and related markets have been derived from various official
government publications. However, we cannot guarantee the quality or reliability of such source
materials. They have not been prepared or independently verified by us, the Initial Purchasers or any of
their respective affiliates or advisors and, therefore, we make no representation as to the accuracy of
such facts and statistics, which may not be consistent with other information compiled within or outside
China. Due to possibly flawed or ineffective collection methods or discrepancies between published
information and market practice and other problems, the statistics herein may be inaccurate or may not
be comparable to statistics produced for other economies and should not be relied upon. Furthermore,
we cannot assure you that such information is 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 statistics.
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Pursuant to the International Tax Cooperation (Economic Substance) Act of the Cayman Islands
(“Cayman ES Act”) that came into force on January 1, 2019, a “relevant entity” engaged in “relevant
activities” is required to satisfy the economic substance test set out in the Cayman ES Act. A “relevant
entity” includes an exempted company incorporated in the Cayman Islands as is the Company; however,
it does not include an entity that is tax resident outside the Cayman Islands.

Accordingly, for so long as the Company is a tax resident outside the Cayman Islands, including in the
PRC, it is not required to satisfy the economic substance test set out in the Cayman ES Act.

7 B 1 E x

Pursuant to the Economic Substance (Companies and Limited Partnerships) Act, 2018 of the British
Virgin Islands (“BVI ES Act”) that came into force on January 1, 2019, a BVI
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The PRC government imposes controls on currency conversion between Renminbi and foreign
currencies and, in certain cases, the remittance of currency out of and into China. We receive all of our
revenue in Renminbi, which is currently not a freely convertible currency. Under our current corporate
structure, income of our Company will be primarily derived from dividend payments from Shandong
Hongqiao. Shortages in the availability of foreign currency may restrict the ability of Shandong
Hongqiao to remit sufficient foreign currency to pay dividends to us, or otherwise satisfy its foreign
currency-dominated obligations, which may in turn affect our ability to service the Notes. We also plan
to transfer a portion of the proceeds from this offering as well as proceeds from our future fund raising
activities into China to fund our business operations. Under existing PRC foreign exchange regulations,
payments of current account items, including profit distributions, can be made in foreign currencies
without prior approval from SAFE by complying with certain procedural requirements. However, in
most cases, particularly payments of capital account items, approval from appropriate PRC governmental
authority is required where (i) Renminbi is to be converted into foreign currency and remitted out of
China to pay capital expenses such as the repayment of offshore bank loans denominated in foreign
currencies, and (ii) any foreign currency is to be converted into Renminbi for investment in China. The
PRC government may also at its discretion restrict access in the future to foreign currencies for current
account transactions. In addition, Notice on Relevant Issues Relating to Domestic Residents’ Investment
and Financing and Round-Trip Investment through Special Purpose Vehicles (including its appendixes),
or Circular 37, applies to our Company and Zhang’s Family, the Controlling Shareholder of our Group.
If the foreign exchange control system prevents us from converting Renminbi into foreign currencies or
vice versa, and obtaining sufficient Renminbi or foreign currency to satisfy our currency demands, our
ability to transfer Renminbi to fund our business operations in China or to service our Notes may be
adversely affected.

/ s k)
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On March 16, 2007, the National People’s Congress of the PRC passed the EIT Law, which took effect
on January 1, 2008 and was amended on December 29, 2018. On December 6, 2007, the PRC
government also adopted the Implementing Rules of the Enterprise Income Tax Law, or the
Implementing Rules, which also took effect on January 1, 2008 and was amended on April 23, 2019.
Under the EIT Law, a unified EIT rate of 25% and unified tax deduction standards are applied to both
domestic-invested enterprises and foreign-invested enterprises, or FIEs. Under the EIT Law, a 10%
withholding tax is generally imposed on dividends distributed by FIEs to their foreign investors to the
extent the distributed dividends are sourced from the PRC, if such foreign investors are neither PRC-
resident enterprises nor have any establishment or place of business in the PRC, or if such foreign






affiliates may enter into such hedging agreements permitted under the indenture governing the Notes,
and these agreements may be secured by pledges of our cash and other assets as permitted under the
indenture governing the Notes. If we were unable to provide such collateral, it could constitute a default
under such agreements.

Any hedging obligation entered into or to be entered into by us or our subsidiaries, may contain terms
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As the Notes and the Subsidiary Guarantees are unsecured obligations, the ability of the Company and
the Subsidiary Guarantors to fulfill its or their financial obligations may be compromised if:



from PRC regulators and issued a number of corporate bonds. See ‘“Description of Other Material
Indebtedness — Other Onshore Debt Financing.” Our substantial indebtedness could have important
consequences to you. For example, it could:

. limit our ability to satisfy our obligations under the Notes and other debt;
. increase our vulnerability to adverse general economic and industry conditions;
. require us to dedicate a substantial portion of our cash flow from operations to servicing and

repaying our indebtedness, thereby reducing the availability of our cash flow to fund working
capital, capital expenditures and for other general corporate purposes;

. limit our flexibility in planning for or reacting to changes in our businesses and the industry in
which we operate;

o limit, along with the financial and other restrictive covenants of our indebtedness, our ability to
borrow additional funds; and

. increase the cost of additional financing.

We may from time to time incur substantial additional indebtedness and contingent liabilities. Although
the indenture restricts us and our Restricted Subsidiaries from incurring additional debt and contingent
liabilities, these restrictions are subject to important exceptions and qualifications. If we or our
subsidiaries incur additional debt, the risks that we face as a result of our existing indebtedness and
leverage could intensify.

Our ability to generate sufficient cash to satisfy our outstanding and future debt obligations will depend
upon our future operating performance, which will be affected by prevailing economic conditions and
financial, business and other factors, many of which are beyond our control. We anticipate that our
operating cash flow will be sufficient to meet our anticipated operating expenses and to service our debt
obligations as they become due. However, we may not generate sufficient cash flow for these purposes.
If we are unable to service our indebtedness, we will be forced to adopt an alternative strategy that may
include actions such as reducing or delaying capital expenditures, selling assets, restructuring or
refinancing our indebtedness or seeking equity capital. These strategies may not be instituted on
satisfactory terms, if at all.

In addition, the indenture prohibits us from incurring additional indebtedness unless (i) we are able to
satisfy a certain financial ratio or (ii) we are able to incur such additional indebtedness pursuant to any
of the exceptions to the financial ratio requirement, and meet any other applicable restrictions. Our
ability to meet our financial ratio requirement may be affected by events beyond our control. We might
not be able to meet this ratio. Such restrictions in the Notes and our other financing arrangements may
impair our ability to react to changes in market conditions, take advantage of business opportunities we
believe to be desirable, obtain future financing, fund required capital expenditures, or withstand a
continuing or future downturn in our business. Any of these factors could materially and adversely
affect our ability to satisfy our obligations under the Notes and other debt.

3
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Our ability to make payments on and to refinance our indebtedness, including these Notes, and to fund
planned capital expenditures and project development will depend on our ability to generate cash. This,
to a certain extent, is subject to general economic, financial, competitive, legislative, regulatory and
other factors that are beyond our control.
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Our business might not generate cash flow from operations in an amount sufficient to enable us to pay
our indebtedness, including the Notes, or to fund our other liquidity needs. We may need to refinance all
or a portion of our indebtedness, including the Notes, on or before maturity. We might not be able to
refinance any of our indebtedness on commercially reasonable terms or at all.

0

As a holding company, we may depend on the receipt of dividends and the interest and principal
payments on intercompany loans or advances from our subsidiaries, including our PRC and Indonesian
subsidiaries, to satisfy our obligations, including our obligations under the Notes. 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, applicable laws and restrictions contained in
the debt instruments of such subsidiaries. In particular, a number of our subsidiaries in the PRC are
parties to bank loan agreements. Further, certain loan agreements obtained by our PRC subsidiaries from
lender banks in the PRC contain provisions that restrict or prohibit the payment or declaration of
dividends or distributions. These restrictions could reduce the amounts that we receive from our
subsidiaries, which would restrict our ability to meet our payment obligations under the Notes and the
ability of the Subsidiary Guarantors to satisfy their obligations under the Subsidiary Guarantees. In
addition, if any of our subsidiaries raises capital by issuing equity securities to third parties, dividends
declared and paid with respect to such equity would not be available to us to make payments on the
Notes.

PRC laws and regulations permit payment of dividends only out of accumulated profits as determined in
accordance with PRC accounting standards and regulations and such profits differ from profits
determined in accordance with IFRS in certain significant respects, including the use of different bases
of recognition of revenue and expenses. Our PRC subsidiaries are also required to set aside a portion of
their after-tax profits according to PRC accounting standards and regulations to fund certain reserves
that are not distributable as cash dividends by the board of directors. In addition, since January 1, 2008,
subject to compliance with the relevant requirements in EIT Law, dividends paid by our PRC
subsidiaries to their non-PRC parent companies are subject to a 10% withholding tax, unless there is a
tax treaty between the PRC and the jurisdiction in which the overseas parent company is incorporated
that specifically exempts or reduces such withholding tax. As a result of such limitations, there could be
timing limitations on payments from our PRC subsidiaries to meet payments required by the Notes or
satisfy our obligations under the guarantees for the Notes, and there could be restrictions on payments
required to redeem the Notes at maturity or as required for any early redemption.

Furthermore, in practice, the market interest rate that our PRC subsidiaries can pay with respect to
offshore loans generally may not exceed comparable interest rates in the international finance markets.
The interest rates on shareholders’ loans paid by our subsidiaries, therefore, are likely to be lower than
the interest rate for the Notes. Subject to compliance with the relevant requirements in EIT Law, our
PRC subsidiaries are also required to pay a 10% or lower treaty rate withholding tax on our behalf on
the interest paid under any shareholders’ loans. PRC regulations require any shareholder loans in foreign
currencies made by our non-PRC subsidiaries to our PRC subsidiaries to be registered with the SAFE.
Prror to payment of interest and principal on any such shareholder loan, the PRC subsidiaries must
present evidence of payment of the withholding tax on the interest payable on any such shareholder loan
and evidence of registration with the SAFE, as well as any other documents that the SAFE or its local
branch may require.

As a result of the foregoing, we might not have sufficient cash flow from dividends or payments on

intercompany loans or advances from our subsidiaries to satisfy our obligations under the Notes or the
obligations of the guarantors under the guarantees.
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In addition, the definition of change of control for purposes of the indenture does not necessaotsy afford
protection for the holders of the Notes in the event of some highsy leveraged transactions, including
certain acquisitions, mergers, refinancings, restructurings or other recapitalizations, although these types
of transactions could increase our indebtedness or otherwise affect our capital structure or credit ratings.
The definition of change of control for purposes of the indenture also includes a phrase relating to the
direct or indirect sale, lease, transfer, conveyance or other disposition of “all or substantially all” of the
properties or our assets taken as a whole. Although there is a limited body of case law interpreting the
phrase ‘“‘substantially all,” there is no precise established definition under applicable law. Accordingly,
our obligation to make an offer to purchase the Notes and the ability of a holder of the Notes to require
us to purchase its Notes pursuant to the offer as a result of a highly-leveraged transaction or a sale of
less than all of our assets may be uncertain.

I )

If we are unable to compsy with the terms in the indenture or our existing or future debt obligations and
other agreements, there could be a default under those agreements. If that occurs, the holders of the debt
could terminate their commitments to lend to us, accelerate repayment of the debt and declare all
outstanding amounts due and payable or terminate the agreements, as the case may be. Furthermore, the
indenture contains, and our future debt agreements are likely to contain, cross-acceleration or cross-
default provisions. As a result, our default under one debt agreement may cause the acceleration of
repayment of not onsy such debt but also other debt, including the Notes, or result in a default under our
other debt agreements, including the indenture. If any of these events occur, our assets and cash flow
might not be sufficient to repay in full all of our indebtedness and we might not be able to find
alternative financing. Even if we could obtain alternative financing, it might not be on terms that are
favorable or acceptable to us.

s
0 .

)

The indenture includes a number of significant restrictive covenants. These covenants restrict, among
other things, our ability, and the ability of our restricted subsidiaries, to:

. incur or guarantee additional indebtedness and issue disqualified or preferred stock;

. declare dividends on capital stock or purchase or redeem capital stock;

. make investments or other specified restricted payments;

. issue or sell capital stock of restricted subsidiaries;

. guarantee indebtedness of restricted subsidiaries;

. sell assets;

. create liens;

. enter into sale and leaseback transactions;

. engage in any business other than permitted business;

. enter into agreements that restrict the restricted subsidiaries’ ability to pay dividends, transfer

assets or make intercompany loans;

. enter into transactions with shareholders or affiliates; and
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. effect a consolidation or merger.

These covenants could limit our ability to plan for or react to market conditions or to meet our capital
needs. Our ability to comply with these covenants may be affected by events beyond our control, and
we may have to curtail some of our operations and growth plans to maintain compliance.

A N~ ’ -

The Notes are a new issue of securities for which there is currently no trading market. Approval in
principle has been received from the SGX-ST for the listing and quotation of the Notes on the Official
List of the SGX-ST. We cannot assure you that we will be able to maintain a listing on the SGX-ST
and, even if listed, a liquid trading market might not develop. If no active trading market develops, you
may not be able to resell your Notes at their fair market value or at all. Future trading prices of the
Notes will depend on many factors, including prevailing interest rates, our operating results and the
market for similar securities. We have been advised that the Initial Purchasers intend to make a market
in the Notes, but the Initial Purchasers are not obligated to do so and may discontinue such market
making activity at any time without notice. In addition, the Notes are being offered pursuant to
exemptions from registration under the Securities Act and, as a result, you will only be able to resell
your Notes in transactions that have been registered under the Securities Act or in transactions not
subject to or exempt from registration under the Securities Act. See “Transfer Restrictions.” We cannot
predict whether an active trading market for the Notes will develop or be sustained.

i A
The price and trading volume of the Notes may be highly volatile. Factors such as variations in our
operating inco367ynll
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We will be subject to reporting obligations in respect of the Notes to be listed on the SGX-ST. The
disclosure standards imposed by the SGX-ST may be different from those imposed by securities
exchanges in other countries such as the United States or Hong Kong. As a result, the level of



Risks Relating to the Subsidiary Guarantees
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In addition, a guarantee may be subject to review under applicable insolvency or fraudulent transfer
laws in certain jurisdictions or subject to a lawsuit by or on behalf of creditors of the guarantor. In such
case, the analysis set forth above would generally apply, except that the guarantee could also be subject
to the claim that, since the guarantee was not incurred for the benefit of the guarantor, the obligations of
the guarantor thereunder were incurred for less than reasonably equivalent value or fair consideration.

In an attempt to limit the applicability of insolvency and fraudulent transfer laws in certain jurisdictions,
the obligations of the guarantors under the guarantees will be limited to the maximum amount that can
be guaranteed by the applicable guarantor without rendering the guarantee, as it relates to such
guarantor, voidable under such applicable insolvency or fraudulent transfer laws.

If a court voids a guarantee, subordinates such guarantee to other indebtedness of the guarantor, or holds
the guarantee unenforceable for any other reason, holders of the Notes would cease to have a claim
against that guarantor based upon such guarantee, would be subject to the prior payment of all liabilities
(including trade payables) of such guarantor, and would solely be creditors of us and any guarantors
whose guarantees have not been voided or held unenforceable. In such an event, after providing for all
prior claims, there might not be sufficient assets to satisfy the claims of the holders of the Notes.

N
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None of our current PRC or Indonesian subsidiaries will provide a guarantee for the Notes either upon

issuance of the Notes or at any time thereafter. Neither future subsidiaries that are organized under the

laws of the PRC nor Exempted Subsidiaries (as defined in Description of the Notes) will provide a

guarantee for the Notes at any time in the future. As a



USE OF PROCEEDS

The net proceeds of this offering, after deducting the underwriting discounts and other commissions and
other estimated expenses payable in connection with this offering, are estimated to be approximately
US$493.9 million. We intend to apply the net proceeds from this offering for refinancing certain
existing indebtedness, with the remainder for general corporate purposes.

Pending application of the net proceeds of this offering, we intend to invest the net proceeds in
Temporary Cash Investments (as defined under “Description of the Notes — Definitions™).
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EXCHANGE RATE INFORMATION







Since December 31, 2020, we have continued to enter into short-term and long-term borrowings during
our ordinary course of business to finance our operations, including without limitation, the CBI March
2021 Facility in an amount up to US$200 million and Ja



INDUSTRY OVERVIEW

Certain information and statistics set out in this section have been extracted from various government
publications, market data providers and other independent third party sources. We believe that the
sources of this information are appropriate sources for such information and have taken reasonable
care in extracting and reproducing such information. We have 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. The information has not been independently verified by us or any other party
involved in the offering of the Notes and no representation is given as to its accuracy. Accordingly, such



China’s rapid economic development has greatly boosted the consumption of primary aluminum. In
2005, China started to surpass the United States as the world’s largest consumer of primary aluminum.
By 2020, China’s primary aluminum consumption has accounted for 60.4% of the global consumption.



PRC ALUMINUM INDUSTRY
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The map below shows the geographical distribution of aluminum production in China for 2020 (as
percentages of total production and downstream fabricated products produced in China):

NORTH NORTH-EAST
® Production = Production
Alumina: 25.4% AI_umina: NA
Primary aluminum: 17.3% Primary aluminum: 0.9%

Fabricated products: 2.4%

u Key aluminum provinces:
Liaoning, Heilongjiang, Jilin

Fabricated products: 7.8%

= Key aluminum provinces:
Shanxi, Inner Mongolia

NORTH-WEST
= Production AST (inc]uding Shandong)
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Alumina: 37.8%

Primary aluminum: 22.3%

Fabricated products: 38.4%
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Shandong, Jiangsu, Zhejiang,
Fujian
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Fabricated products: 8.3%
m Key aluminum provinces:
Shaanxi, Gansu, Ningxia,
Qinghai, Xinjiang
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Sichuan, Chongging, Yunnan, Guizhou A Honggizo Group Henan, Guangxi, Guangdong, Hube, Hunan

Source: Antaike

Notes: Definition of the regions is provided by Antaike as follow:
East region — Shandong, Jiangsu, Anhui, Zhejiang, Jiangxi, Fujian and Shanghai
North-east region — Heilongjiang, Jilin and Liaoning
Mid-south region — Henan, Hubei, Hunan, Guangdong, Guangxi and Hainan
South-west region — Sichuan, Yunnan, Guizhou, Chongqing and Tibet
North-west region — Shaanxi, Gansu, Qinghai, Ningxia and Xinjiang
North region — Beijing, Tianjin, Hebei, Shanxi and Inner Mongolia

As of December 31, 2020, Chinese aluminum manufacturers are distributed across 21 provinces in
China. East China region, including Shandong Province, where our production facilities are located, is
the second largest primary aluminum production region in China, representing 22.3% of the country’s
primary aluminum production for 2020. Within this region, the Yangtze River Delta is one of the most
important and developed economic and manufacturing center in China.
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China has been a key driver of the global aluminum industry over the past decade, and has surpassed the
United States as the largest aluminum consumer globally since 2005. In the year of 2020, China
consumed approximately 38.4 million tons of prim







Antaike estimates that China’s primary aluminum consumption will grow at a CAGR of 1.3% from 39.1
million tons in 2021 to 41.0 million tons in 2025, as shown in the chart below.
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Aluminum is further processed into aluminum fabrication products through reheating, molding, casting,
cutting, extruding and shaping processes. China has been both the largest consumer and manufacturer of
aluminum fabricated products in the world since 2005 and 2001, respectively, according to Antaike.
Aluminum flat-rolled products and aluminum extraction products are the two key segments in the PRC
downstream fabrication sector accounting for approximately 87% of total aluminum fabrication
production, according to Antaike.

In 2020, China consumed approximately 37.9 million tons of aluminum fabricated products, according
to Antaike. The chart below shows the breakdown of domestic aluminum fabricated product
consumption by end-use in 2020. The main users of aluminum fabricated products are from the
construction, electrical, durables and packaging.

Others
Packaging 6.4%
7.7%

Machinery

10.9% Construction

39.2%

Transport
6.0%

Durables
13.0%

Electrical
16.8%

Source: Antaike

Although transportation and packaging only account for a small share (accounting for 6.0% and 7.7% of
current fabricated aluminum product consumption in the PRC, respectively) in 2020, we believe they
represent two of the key drivers of future demand growth for aluminum fabricated products, given the
significant growth potentials in tin cans, food packaging, automotives and urban subway in China.
Antaike estimates that China’s aluminum fabricated product consumption will grow steadily at a CAGR
of 1.2% from 2021 to 2025.

Aluminum Price

H

Aluminum price has experienced significant fluctuations in the recent past. The following chart shows
aluminum 3-month London Metal Exchange, or the LME, price and 3-month Shanghai Futures
Exchange, or the SHEF, price from February 2019 to December 2020.
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The chart below illustrates the historical and forecast average 3-month SHFE aluminum prices provided
by Antaike.
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Cost Overview

Competition in the aluminum industry is principally based on costs. The main costs of converting
alumina into aluminum are electricity, alumina, processing, labor, and carbon anode blocks, among
which electricity and alumina were the two largest causes for variation in production costs among
aluminum manufacturers. Therefore, the main competitive advantage in the aluminum industry are
access to stable supply and sustainable low cost of electricity and alumina.

E

Electricity costs vary across different regions and aluminum manufacturers in China. The industry
average unit electricity cost increased steadily from 2002 to 2011. However, electricity costs decreased
in 2012 to 2016, due to decreases in coal prices and increased capacity of aluminum manufacturers to
generate electricity in-house. In the year of 2020, the average unit electricity cost was RMBO0.3/kWh,
representing an increase of 3.4% from 2019.
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With the rapid growth of aluminum smelting capacity in China, electricity supply to this sector has been
tight. The electricity cost accounted for 33% of the total production costs of aluminum in China in 2020,
as compared to that of 44% in 2010. Therefore, according to Antaike, the aluminum manufacturers with
capacity to generate electricity in-house can enjoy secure stable supply and lower cost of electricity
compared to those purchasing electricity externally. In 2020, a total of 37 aluminum manufacturers in
China operated captive power plants. The aluminum production capacity of these manufacturers
represents approximately 64% of total aluminum production capacity in China. The price of electricity is
affected by the price of coal. According to Antaike, the average price of mix-quality coal quoted by
Qinhuangdao Shanxi quality index was RMBS508 per ton and RMBS571 per ton for 2019 and 2020,
respectively.

A

Alumina is another major cost to aluminum production. According to Antaike, China had total annual
alumina production capacity of 89.2 million tons at December 31, 2020. The actual alumina domestic
production was 71.0 million tons in 2020. The major are located in the Shandong, Henan, Shanxi and
Guangxi provinces, among which Shandong, Shanxi and Henan are China’s largest alumina producing
provinces, representing 34.0%, 28.0% and 14.0% of China’s total capacity in the year of 2020,
respectively. The geographical distribution of the alumina production capacity is shown in the chart
below.
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According to Antaike, the average prices of alumina produced domestically in China were RMB2,694
per ton and RMB2,335 per ton for 2019 and 2020, respectively, and the average import price of alumina
in China was US$331 per ton and US$272 per ton during the same periods.

Competitive Landscape

As of December 31, 2020, there were a total of 85 aluminum manufacturers in China, according to
Antaike. They are located in 21 provinces, with Shandong, Xinjiang and Inner Mongolia as the three
largest producing provinces, accounting for 20.5%, 15.1% and 14.2%% of domestic capacity as of
December 31, 2020, respectively. The following chart sets forth the top ten aluminum manufacturers in
China in terms of aggregate annual aluminum production capacity as of December 31, 2020 based on a



Top ten aluminum manufacturers in China

Designed
annual
production
capacity as of
December 31, Nature of
Rank Company 2020 Ownership
(thousand tons
per annum)
1 Group 1. . 7,660  State-owned
2 China Honggiao Group Limited (our Group) ....................... 6,460  Private
3 Group 2. . oot 3,800  Private
4 Group 3. . o 2,435  State-owned
5 Group 4 . . oo 2,180  Private
6 Group 5. . o o 1,700  State-owned
7 Group 6. . . 1,450  State-owned
8 Group 7. oo 1,400  State-owned
9 Group 8. . o o 1,290  Private
10 Group 9. . .o 1,200  Private
Total (% of China). . . . . .. .. 29,575 (69.9%)

Source: Antaike

As of December 31, 2020, these ten manufacturers had aggregate designed annual production capacity of
approximately 29.6 million tons and accounted for an aggregate of approximately 69.9% of China’s
domestic capacity. The table below shows the breakdown of aluminum manufacturers by production
capacity as of December 31, 2020.

Breakdown of aluminum manufacturers by designed capacity (as of December 31, 2020)

% of Total
Number of Capacity in
Designed Annual Production Capacity Companies China

(tCoK720[4(d)-33[(t)-60n.6(s)-518p3(C)-3(mber)-353anuminu4%)



electrolytic aluminum. In 2011, the PRC government increased twice the electricity tariff, which
increased the cost of aluminum producers that purchased on-grid electricity. Our Group was not
impacted by these increases.

In April 2017, the National Development and Reform Commission of the PRC, the Ministry of Industry
and Information Technology, the Ministry of Land and Resources and the Ministry of Environmental
Protection jointly issued the Notice of Specific Action Working Plans Regarding Regulating Unlawful
Electrolytic Aluminum Projects*




Top five aluminum foil manufacturers in China

Designed
capacity as of
December 31,

Company 2019 Nature

(thousand tons

per annum)

Group L. .o 600  Private
Group 2. . oo 240  Private
Group 3. . . e 200  Private
Group 4 . . o o 150  Private
GIOUP 5. . oo 95  Private
Total (% of China). . . . ... .. 1,285 (2.3%)

Source: Antaike

For aluminum extrusion products, as of December 31, 2020, there were approximately 1100
manufacturers in China with a total production capacity of 30 million tons per annum, according to
Antaike. The table below lists out the top six aluminum extrusion product companies in China.

Top six aluminum extrusion product manufacturers in China

Designed
capacity as of
December 31,

Company 2020 Nature

(thousand tons

per annum)

Group L. .o 1,000  Private
Group 2. . . o 520 Mixed
Group 3. . 520  Private
Group 4 . . o 500  Private
Group 5. . o o 450  Private
Group 0. . . oo e 450  Private
Total (% of China). . . . . .. .. 3,440 (11.5%)

Source: Antaike

We understand that there are a number of barriers to enter into the aluminum industry, such as
substantial capital expenditure requirement, time required to construct aluminum smelters, availability of
low-cost energy supplies and raw materials, government restrictions on expanding aluminum smelting
capacity, time and efforts to establish relationship with downstream customers and proximity to end-use
markets.

Overview of Shandong Aluminum Industry and Molten Aluminum Alloy
by A

Shandong Province, located on China’s eastern coast, is one of the most important regions of the
Chinese aluminum industry. As of December 31, 2020, it had a designed primary aluminum production
capacity of approximately 8.7 million tons, which made it the largest aluminum production base in
China, accounting for approximately 20.5% of total domestic capacity. In addition, Shandong Province
is China’s largest alumina supply base, with an annual capacity of approximately 30.1 million tons for
2020, accounting for 34% of domestic alumina capacity.



Shandong Province is also China’s largest manufacturing base of downstream aluminum fabricated
products, and manufactured approximately 11.4 million tons, or 19.7% of China’s total production for
2020.

As of December 31, 2020, there were three aluminum manufacturers in Shandong Province. The table
below sets forth the top three aluminum manufacturers in Shandong Province by designed annual
production capacity.

Top three aluminum manufacturers in Shandong Province

Designed
annual
production
capacity as of
December 31,

Company 2020
(thousand
tons)
China Honggiao Group Limited (OUFr GroUPR) . . . . o vttt e e e e e e e e e e e 5,860
Shandong Group 10 . . 1,580
Shandong Group 2. . . . . . . 816
Total (as a % of total Shandong Province). . . .. ... ... 8,256 (100%)

Source: Antaike

(1) Shandong Group 1 also has a production capacity of 2,060,000 tons per annum outside Shandong Province. Its total
capacity is 3,640,000 tons per annum and is referred to as Group 2 in the table headed “Top ten aluminum manufacturers in
China” under “Industry Overview — Competition Landscape.”

Our primary production facilities are strategically located in Zouping City, one of the main aluminum
production bases in Shandong Province. We are the only aluminum manufacturer in Zouping City. We
represented approximately 72.3% and 100% of total designed annual production capacity in Shandong
Province and Zouping City, respectively, as of December 31, 2020 according to Antaike.

’

1</[olten aluminum alloy refers to a red and yellow hot liquid, in which aluminum is the predominant
metal, while combined with copper, zinc, manganese, silicon, magnesium or other materials. It is an
important material for fabricating aluminum products and is directly transported to the nearby
manufacturing site for further processing. As the temperature needs to be maintained at 750°C to 900°C
level to keep it in liquid form during delivery, Antaike estimates that safe delivery distance for molten
aluminum alloy is within 30 kilometers. Compared to aluminum ingots, molten aluminum alloy has a
number of key benefits:

Reduction of energy consumption and waste gas emission

Because there is no need to mold or re-smelt molten aluminum alloy before it is processed into
downstream aluminum products, it offers significant savings of energy and electricity. It also benefits
the overall environment through reducing the emission of carbon dioxide and waste gas during the re-
melting process.

Cost saving

Molten aluminum alloy saves molding costs, and associated energy, labor, storage and other relevant
costs for producers. Customers also benefit from saving the energy cost of melting aluminum alloy
ingots for further processing, as well as labor and storage costs. Antaike estimates the overall cost
benefits for customers to be approximately RMB500 per ton.
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Molten aluminum alloy supply and demand in the Zouping region

Antaike expects the annual production capacity of downstream customers in the Zouping region to grow
from 5.36 million tons as of 2021 to 5.41 million tons as of 2025, and annual demand for primary
aluminum in the Zouping region to grow from 3.10 million tons in 2021 to 3.29 million tons in 2025.
Antaike expects these growth and greater acceptance of molten aluminum to cause demand for molten
aluminum to further increase. Antaike expects annual consumption for molten aluminum to grow from
2.85 million tons in 2021 to 3.03 million tons in 2025, representing a CAGR of 1.6%. Furthermore,
Antaike expects that 92% of the demand for aluminum in 2024 in the Zouping region will be met by
molten aluminum. According to Antaike, the Group’s molten aluminum production capacity accounted
for 100% of the total molten aluminum production capacity in Zouping as of December 31, 2020.
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aforesaid capital increase was RMBG6.8 billion. After completion of the aforesaid capital increase, Shandong Honggiao is
held as to approximately 94.52% by Hongqiao Hong Kong and as to approximately 5.48% in aggregate by the three
investors, respectively.

Note 6. Shandong Honggiao acquired Aluminum & Power in June 2006 and completed the domestic restructuring of our Group.



BUSINESS
OVERVIEW

Founded in 1994, our Group is a leading large-scale aluminum product manufacturer based in China. As
of December 31, 2020, we were the second largest aluminum manufacturers in China in terms of
aggregate annual aluminum production capacity, according to Antaike. We have vertically integrated
operations that encompass the entire aluminum industry value chain consisting of production facilities
for alumina, molten aluminum alloy and aluminum alloy ingots, aluminum fabrication production
facilities, as well as self-supporting power generation facilities.

We believe that we enjoy sustainable profitability because of our vertically integrated business model,
our cost advantages and high operational efficiency and centralized procurement of raw materials and
local electricity supply. We are strategically headquartered in Zouping City, Shandong Province, within
an end-to-end industrial aluminum production cluster that includes raw material suppliers and local
down-stream users, which we believe provides us with substantial cost and operational advantages and
results in other synergies. All of our aluminum manufacturing bases in the PRC are in close geographic
proximity to each other and are connected by our in-house power supply grid. We are connected to other
major production bases of downstream aluminum fabrication products, such as Henan Province,
Liaoning Province and Jiangsu Province, and major alumina production bases and coal resources in
Shandong Province, Shanxi Province and Henan Province, through developed transportation networks.

We currently have ten manufacturing bases in Indonesia, Yunnan, Zouping, Zhanhua District, Beihai
New District, Weiqiao, Binzhou, Boxing, Yangxin and Huimin, respectively. Our annual production
capacity of aluminum products was approximately 6.46 million tons as of December 31, 2020 with
utilization rates of approximately 87.0% for the year ended December 31, 2020.

P y 3
6ur aluminum products mainly consist of molten aluminum alloy, aluminum alloy ingots, and aluminum
fabrication products. Our aluminum products are made from alumina and carbon anodes through a
smelting process by means of electrolytic reduction. We sold approximately 6.4 million tons, 5.7 million
tons and 5.7 million tons of aluminum products and generated revenue of approximately RMB78,651.3
million, RMB70,995.6 million and RMB72,038.3 million (US$11,040.4 million) for the years ended
December 31, 2018 and 2019 and 2020, respectively. Molten aluminum alloy is our major product, the
sales of which accounted for approximately 74.8%, 70.5% and 68.9% of our revenue derived from
aluminum products for the years ended December 31, 2018, 2019 and 2020, respectively. Compared
with the production of aluminum alloy ingots, the production of molten aluminum alloy allows us to
avoid incurring significant molding and other relevant costs. We are able to provide our customers with
molten aluminum alloy due to our close proximity to them, which, we believe, provides us with
significant cost and operational advantages and results in other synergies. All of our aluminum alloy
ingots are produced with self-manufactured molten aluminum alloy. We also manufacture and sell
aluminum fabrication products.
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Our two main cost items in the production of aluminum are alumina and electricity. Each of these items
accounted for more than 30% of our total cost of sales in the two years ended December 31, 2018, 2019
and 2020.

We benefit from arrangements in relation to the key inputs into our aluminum products. These primarily
include (i) cost advantages from the in-house production of a significant portion of the alumina we use,
(i1) favorable pricing resulting from alumina purchased in bulk, (iii) cost advantages from the production
of a significant amount of the electricity that we use for the production of our aluminum products at our
thermal power stations, (iv) our in-house power grid connecting our eight manufacturing bases and (v)
cost advantages from purchasing off-grid electricity directly supplied.












88.4% of the total alumina that we used in 2018, 2019 and 2020, respectively. This self-sufficiency rate
is expected to continue to increase in the future due in part to the success of our project in Indonesia. In
addition, Bauxite procurement cost is an important cost of alumina production. We have strong
bargaining power in the purchase of bauxite and have maintained long-term cooperative relationships
with certain suppliers due to our large scale of production. We, along with our joint venture partners,
have also successfully created a complete bauxite supply chain in Guinea, linking Africa and China and
helping to ensure more stable supply. See “— Procurement — Raw Materials — Supply of alumina and
bauxite”.

. Cost savings by focusing on selling molten aluminum alloy to nearby customers

Sales of molten aluminum alloy accounted for approximately 74.8%, 70.5% and 68.9% of our revenue
for 2018, 2019 and 2020, respectively. Molten aluminum alloy is our main product in terms of sales
volume and revenue. By focusing on molten aluminum alloy as compared to aluminum alloy ingots, we
avoid incurring significant molding costs and associated electricity, labor, storage and other relevant
costs. Furthermore, all of our molten aluminum alloy customers are in close proximity to our
manufacturing bases. We deliver our molten aluminum alloy directly from our smelters to our
customers’ manufacturing sites immediately after it is ordered and manufactured, allowing us to
maintain close to zero inventory of molten aluminum alloy and enjoy low transportation costs. By
purchasing molten aluminum alloy, our customers minimize transportation costs and save the cost of
smelting or reheating aluminum alloy ingots for further processing, including the related equipment,
labor and storage costs. According to Antaike, customers that buy molten aluminum enjoy cost savings
of around RMB500 per ton. As such, our customers and we both benefit from higher margins. Where
customers are further away we will sell them aluminum alloy ingots. Sales of aluminum alloy ingots
accounted for approximately 4.5%, 3.0% and 4.5% of our revenue for 2018, 2019 and 2020,
respectively.
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We are strategically headquartered in Zouping City, Shandong Province, one of the major aluminum
product manufacturing centers in China. Antaike expects annual demand for primary aluminum in the
Zouping region to grow from 3.10 million tons in 2021 to 3.29 million tons in 2025, and annual
consumption for molten aluminum to grow from 2.85 million tons in 2021 to 3.03 million tons in 2025.
Furthermore, Antaike expects that 92% of the demand for aluminum in 2024 in the Zouping region will
be met by molten aluminum. We believe our leading market share in molten aluminum in Zouping will
allow us to maintain strong sales alongside aluminum demand growth in Zouping. According to Antaike,
our molten aluminum production capacity accounted for 100% of the total molten aluminum production
capacity in Zouping as of December 31, 2020.

Our manufacturing bases and most of our key customers are all in close proximity, forming a self-
sustaining end-to-end industrial aluminum production cluster. Being able to supply molten aluminum
alloy provides us with a unique competitive advantage in attracting and retaining local customers in
Zouping City. Due to close proximity to the Group and the requirement of molten aluminum alloy, our
local customers save on transportation costs and costs associated with smelting or reheating aluminum
alloy ingots for further processing, including the related equipment, labour and storage costs. In
addition, we benefit from alumina supply at very competitive rates from adjacently-located supplier.
This close geographic proximity, long-term commitment and large volume purchases provide cost
savings associated with packaging, transportation and storage, which are important factors that motivate
our supplier(s) to provide the Group with price discounts, forging a stable and long standing mutual
relationship.

Shandong Province is connected to major production bases of downstream aluminum product companies,
such as those located in Henan Province, Liaoning Province and Jiangsu Province, and major alumina
production bases and coal resources in Shandong Province, Shanxi Province and Henan Province by



highly developed transportation networks, including highway, railway and sea transportation. There are
also large sea ports used to import bauxite in Shandong Province, which benefit leading local alumina
producers. As a result, together with our local suppliers and customers in the industrial aluminum
production cluster, we are able to deliver products to customers and receive raw materials from suppliers
in a timely and cost-effective way. Eastern China, including Shandong Province, is the second largest
region in China in terms of primary aluminum production, representing 22.3% of the country’s primary
aluminum production for 2020, according to Antaike. Within this region, the Yangtze River Delta is one
of the most important and developed economic and manufacturing centre in China.
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Leveraging our strong financial and operating performance, we are able to secure funding from



we will be able to diversify our product mix and enhance our competitiveness in the market. In addition,
as the profit margins of high-end and advanced aluminum fabrication products, such as aluminum
casting-rolling products and high precision aluminum plate and strip products, are generally higher than
those of our current aluminum products, we will be able to improve our overall profit margin.

We plan to further enhance our capacity to supply alumina by our own production. We expect that the
alumina we produce will continue to contribute to a substantial portion of our supply of alumina in the
future. We expect to complete construction and commence operation of the second phase of our project
in Indonesia in 2021 that is expected to have 1.0 million t