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WARNING

The publication of this Post Hearing Information Pack is required by The Stock Exchange of Hong Kong Limited (the
“Exchange”) and the Securities and Futures Commission (the “Commission”) solely for the purpose of providing
information to the public in Hong Kong.

This Post Hearing Information Pack is in draft form. The information contained in it is incomplete and is subject to
change which can be material. By viewing this document, you acknowledge, accept and agree with CIMC Vehicles
(Group) Co., Ltd. (the “Company”), its sole sponsor, advisors or members of the underwriting syndicate that:

(a)  this document is only for the purpose of providing information about the Company to the public in Hong Kong
and not for any other purposes. No investment decision should be based on the information contained in this
document;

(b)  the publication of this document or any supplemental, revised or replacement pages on the Exchange’s website
does not give rise to any obligation of the Company, its sole sponsor, advisors or members of the underwriting
syndicate to proceed with an offering in Hong Kong or any other jurisdiction. There is no assurance that the
Company will proceed with the offering;

(c)  the contents of this document or any supplemental, revised or replacement pages may or may not be replicated
in full or in part in the actual final listing document;

(d)  this document is not the final listing document and may be updated or revised by the Company from time to
time in accordance with the Rules Governing the Listing of Securities on the Exchange;

(e) this document does not constitute a prospectus, offering circular, notice, circular, brochure or advertisement
offering to sell any securities to the public in any jurisdiction, nor is it an invitation to the public to make offers
to subscribe for or purchase any securities, nor is it calculated to invite offers by the public to subscribe for
or purchase any securities;

(f) this document must not be regarded as an inducement to subscribe for or purchase any securities, and no such
inducement is intended;

(g)  neither the Company nor any of its affiliates, advisors or underwriters is offering, or is soliciting offers to buy,
any securities in any jurisdiction through the publication of this document;

(h)  no application for the securities mentioned in this document should be made by any person nor would such
application be accepted;

(i) the Company has not and will not register the securities referred to in this document under the United States
Securities Act of 1933, as amended, or any state securities laws of the United States;

() as there may be legal restrictions on the distribution of this document or dissemination of any information
contained in this document, you agree to inform yourself about and observe any such restrictions applicable
to you; and

(k)  the application to which this document relates has not been approved for listing and the Exchange and the
Commission may accept, return or reject the application for the subject public offering and/or listing.

THIS POST HEARING INFORMATION PACK IS NOT FOR PUBLICATION OR DISTRIBUTION TO
PERSONS IN THE UNITED STATES. ANY SECURITIES REFERRED TO HEREIN HAVE NOT BEEN AND
WILL NOT BE REGISTERED UNDER THE U.S. SECURITIES ACT OF 1993, AND MAY NOT BE OFFERED
OR SOLD IN THE UNITED STATES WITHOUT REGISTRATION THEREUNDER OR PURSUANT TO AN
AVAILABLE EXEMPTION THEREFROM. NO OFFERING OF THE SECURITIES WILL BE MADE IN THE
UNITED STATES.

NEITHER THIS POST HEARING INFORMATION PACK NOR ANY INFORMATION CONTAINED
HEREIN CONSTITUTES AN OFFER TO SELL OR A SOLICITATION OF AN OFFER TO BUY ANY
SECURITIES IN THE UNITED STATES OR IN ANY OTHER JURISDICTIONS WHERE SUCH OFFER OR
SALE IS NOT PERMITTED. THIS POST HEARING INFORMATION PACK IS NOT BEING MADE
AVAILABLE IN, AND MAY NOT BE DISTRIBUTED OR SENT TO ANY JURISDICTION WHERE SUCH
DISTRIBUTION OR DELIVERY IS NOT PERMITTED.

No offer or invitation will be made to the public in Hong Kong until after a prospectus of the Company has been
registered with the Registrar of Companies in Hong Kong in accordance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). If an offer or an invitation is made
to the public in Hong Kong in due course, prospective investors are reminded to make their investment decisions
solely based on the Company’s prospectus registered with the Registrar of Companies in Hong Kong, copies of which
will be distributed to the public during the offer period.
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If you are in any doubt about any of the contents of this document, you should obtain independent professional advice.
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This document is issued by us solely in connection with the [REDACTED], the
[REDACTED], the [REDACTED] and the [REDACTED] and does not constitute an offer
to sell or a solicitation of an offer to buy any securities other than the [REDACTED] and the
[REDACTED]. This document may not be used for the purpose of, and does not constitute,
an offer to sell or a solicitation of an offer to buy in any other jurisdiction or in any other
circumstances. No action has been taken to permit a [REDACTED] of the [REDACTED] or
the distribution of this document_in any jurisdiction other than Hong Kong, The distribution
of this document and the [REDACTED] and sale of the [ REDACTED] in other jurisdictions
are subject to restrictions and may not be made except as permitted under the applicable
securities laws of such jurisdictions pursuant to registration with or authorization by the
relevant securities regulatory authorities or an exemption therefrom.

You should rely only on the information contained in this document and the
[REDACTED] to make your investment decision. The [REDACTED] and the  REDACTED]
are made solely on the basis of the information contained and the representations made in this
document. We have not authorized anyone to provide you with information that is different
from what is contained in this document. Any information or representation not contained nor
made in this document and the [REDACTED] must not be relied on by you as having been
authorized by us, the Sole Sponsor, the [REDACTED], the [REDACTED], the
[REDACTED], the [REDACTED], any of the [REDACTED], any of our or their respective
directors, officers, employees, agents or representatives of any of them or any other parties
involved in the [REDACTED].
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SUMMARY

This summary aims to give you an overview of the information contained in this
document. As it is a summary, it does not contain all the information that may be important
to you and is qualified in its entirety by, and should be read in conjunction with, the full text
of this document. You should read the entire document before you decide to invest in the
[REDACTED]. There are risks associated with any investment. Some of the particular risks
in investing in the [REDACTED] are set out in “Risk Factors” in this document. You should
read that section carefully before you decide to invest in the [REDACTED].

OVERVIEW

We are a leader in the global semi-trailer industry with well-recognized brands in the principal
markets where we operate. We began to manufacture and sell semi-trailers in 2002, According to
Frost & Sullivan, we have been the world’s largest semi-trailer manufacturer for five consecutive

years since 2013, with a 10.3% market share in 2017 by sales volume of semi-trailers. In China, we

ranked first in the semi-trailer industry by sales volume of semi-trailers, with a market share of
15.7% in 2017; and in North America, our principal overseas market, we ranked among the top five
semi-trailer manufacturers in 2017 in terms of sales volume of semi-trailers, according to Frost &
Sullivan.

We primarily engage in the manufacture and sale of semi-trailers and truck bodies for
specialty vehicles. Our semi-trailers mainly include five product lines, comprising chassis and
flatbed trailers, fence trailers, tank trailers, refrigerated trailers and van trailers. In 2017, we
launched our center-axle car carriers in China. Our truck body products include dump beds for dump
trucks, mixers for mixer trucks and a wide range of other truck bodies for specialty vehicles.

We market and sell an extensive range of semi-trailers and truck bodies in China, North
America, Europe and other regions, covering over 40 countries. We market and sell our products in
China under the “CIMC (*4E),” “CIMC Tonghua (*F4%#%),” “CIMC Huajun ("H4EF#EER),”
“Ruijiang Vehicles (%i{L{5H),” “Dongyue Vehicles (3 #iffi)” and “Lingyu Vehicles (4 F¥<HL)”
brands, and outside China under the “CIMC,” “Vanguard,” “SDC” and “LAG” brands, which are
among the most recognized names in the global semi-trailer industry.

We possess strong research and development capabilities and advanced technologies for
manufacturing semi-trailers. We focus on production facility improvement and product research and
development to enhance production efficiency and improve product quality and capabilities. As a
leading global manufacturer of semi-trailers, as of the Latest Practicable Date, we owned over 800
registered patents across multiple countries. We also played a leading role in setting 14 national and

industry standards in China, Through our research and development efforts, we have been able to
develop and launch new product lines, both independently and through cooperation with third

parties. For example, in 2017, we launched the first generation of curtain-side trailers and
center-axle car carriers in China.

We have demonstrated a track record of revenue and profit growth. In 2016, 2017 and 2018,
our revenue was RMB14,555.6 million, RMB19,367.0 million and RMB24,168.2 million,
respectively, and our profit for the year was RMB752.8 million, RMB1,011.5 million and
RMB1,232.0 million, respectively, representing a CAGR of 27.9% during the Track Record Period.
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OUR PRODUCTS

We principally engage in the manufacture and sale of semi-trailers and truck bodies. A typical
semi-trailer we produce is mainly used to transport goods and materials, and is an unpowered trailer
without a front axle and towed by a powered vehicle, commonly known as a tractor unit. Our major
semi-trailer product lines comprise:

. chassis and flatbed trailers, which mainly consist of (i) chassis trailers, (ii) flatbed
trailers and (iii) terminal trailers;

. fence trailers, which mainly consist of (i) side-wall trailers and (ii) stake trailers;

. tank trailers, which mainly consist of (i) liquid tank trailers and (ii) dry bulk tank
trailers;

o refrigerated trailers; and

. van trailers, which mainly consist of (i) dry van trailers and (ii) curtain-side trailers.

In 2017, we launched our center-axle car carriers in China. A center-axle car carrier is
designed to transport passenger cars.

In addition, we manufacture and sell truck bodies for specialty vehicles in China. Our major
truck body products are dump beds for dump trucks and mixers for mixer trucks. Generally, for a
specialty vehicle, the truck body can be easily installed onto, or detached from, the truck chassis.
We do not manufacture truck chassis, which provide motive power for a specialty vehicle and can
be driven as a standalone vehicle. However, in line with industry practice in China, we typically sell
our dump beds and a small proportion of our mixers as a standalone product, and install them onto
the truck chassis provided by our customers, who are mostly truck manufacturers or their dealers,
at our manufacturing plants. Typically, in the case of our mixers, we purchase the truck chassis
requested by our customers and install the mixers onto such truck chassis to form fully-assembled
mixer trucks, which we then sell to these customers.

We also sell certain parts and components purchased from third-party manufacturers, such as
axles, tires, lights and braking systems and, to a lesser extent, parts and components manufactured
by us, mainly shafts.

OUR BRANDS

We offer a comprehensive brand and product portfolio in China, North America, Europe and
other regions. To meet the diverse customer needs in the global market, we have successfully
maintained a multi-brand strategy with a wide range of semi-trailers and truck bodies. Our brands
are well recognized in the principal markets where we operate.

China

In China, we principally engage in the manufacture and sale of semi-trailers and truck bodies
under the “CIMC,” “CIMC Tonghua,” “CIMC Huajun,” “Ruijiang Vehicles,” “Dongyue Vehicles”
and “Lingyu Vehicles” brands. Our main products in China include chassis and flatbed trailers,
fence trailers, tank trailers, van trailers and center-axle car carriers as well as dump beds and
mixers.
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North America

In North America, we principally engage in the manufacture, assembly, marketing and sale of
semi-trailers under the “Vanguard” and “CIMC” brands. Our main products in North America
include chassis trailers, dry van trailers and refrigerated trailers.

Europe

In Europe, we primarily sell our products to the UK, Belgium, the Netherlands, Poland,
Germany, Denmark, France, Greece and Russia and engage in the manufacture, marketing and sale
of semi-trailers under the “LAG” and “SDC” brands. Our products in the European market mainly
comprise curtain-side trailers, chassis and flatbed trailers, and tank trailers.

Other Regions

We also export our products, mainly chassis and flatbed trailers, tank trailers, van trailers and
refrigerated trailers, to approximately 40 other countries, principally Algeria, Australia, Indonesia,
Japan, Malaysia, Saudi Arabia, South Africa, Thailand and Vietnam.

The following table sets forth the sales details of our products by market for the years
indicated:

Year ended December 31,
2016 2017 2018

Market Sales Average Sales Average Sales Average
Type Volume Price Volume Price Volume Price

(Units) (RMB/Unit) (Units) (RMB/Unit) (Units) (RMB/Unit)

China. . . .. .............. 72,222 77,534.3 99,071 82,245.9 110,654 89,692.9
Semi-trailers

Chassis and Flatbed Trailers. . . . . . 24,525 59,633.4 27,973 64,670.1 22,471 69,257.3
Fence Trailers . . . . ... .... ... 13,891 62,661.0 17,808 72,804.0 10,830 78,803.3
Tank Trailers. . . . . ... ....... 11,531 140,765.8 13,047 135,298.8 12,931 134,717.7
Van Trailers . . . ... ... ...... 1,439 74,759.6 1,368 98,117.0 1,297 108,887.6
Others'™ . . . ... ... ... .. ... 2,560 108,153.9 5,250 88,657.5 3,719 97,189.0
Center-axle Car Carriers. . . . . . . - - 98 94,085.9 12,061 99,300.5
Truck bodies

Dump Beds . ... ........... 10,174 52,791.4 19,824 62,308.3 25,519 69,630.1
MIXers . . . . v v 4,000 98,575.0 9,302 101,935.1 16,846 107,139.1
Others® . . . ... ........... 4,102 79,896.5 4,401 110,241.2 4,980 98,601.2
North America . . . .. ... .. ... 36,730 110,239.6 41,402 102,270.4 62,276 98,492.8
Chassis Trailers . . . . ... ... ... 23,332 68,618.2 29,330 66,573.5 47,246 71,735.6
Dry Van Trailers . .. ... ...... 10,582 161,500.7 9,466 163,796.7 11,722 159,149.9
Refrigerated Trailers . . . . . .. ... 2,816 2624845 2,606 280,544.9 3,308 265,706.7
Europe. . . . .. ... ... ... ... 6,107 191,992.8 11,055 163,473.5 10,830 184,493.6
Curtain-side Trailers . . . . ... ... 1,667 178,755.2 3,522 171,558.2 3,074 185,133.7
Chassis and Flatbed Trailers. . . . . . 2,211 143,665.8 4,268 135,942.1 4,593 144,838.3
Tank Trailers. . . . ... ........ 638 493,261.8 595 488,658.8 597 537,428.4
Others® . . ... ............ 1,591 152,220.2 2,670 124,338.2 2,566 172,592.4
Other Regions . . .. ... ... ... 7,368 N/A 10,293 N/A 8,379 N/A
Semi-trailers. . . . ... ... ... .. 4,425 N/A 6,503 N/A 6,041 N/A
Others . . ... ............. 2,943 N/A 3,790 N/A 2,338 N/A

Total. . .. .............. 122,427 161,821 192,139

(1) Mainly comprise low flatbed trailers and car carrier semi-trailers.
(2) Mainly comprise truck bodies for sanitation trucks and refrigerated vans.

3) Mainly comprise bulk containers and swap bodies.
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In 2016, 2017 and 2018, our sales volume of semi-trailers in China was 53,946 units, 65,446
units_and 51,248 units, respectively, and our sales volume of semi-trailers in the overseas markets
was 45,671 units, 56,290 units and 76,581 units, respectively.

We generate our revenue principally from the sales of vehicles, mainly comprising
semi-trailers and truck bodies. The following table sets forth our revenue breakdown by business
segment and nature, expressed as an absolute amount and as a percentage of our total revenue, for
the years indicated:

Year ended December 31,
2016 2017 2018

Gross Gross Gross Gross Gross Gross
Revenue Profit  Margin Revenue Profit Margin Revenue Profit  Margin

(RMB in millions, except percentages)

China. . . . ... .. 7,486.5 1,043.8 13.9% 10,907.3 1,483.8 13.6% 13,906.4 1,710.2 12.3%
Sales of vehicles . . 6,910.2 798.8 11.6  10,075.6 1,209.9 12.0  12,996.1 1,342.2 10.3
Sales of parts and

components . . . . 383.4 113.6 29.6 635.7 176.7 27.8 671.6 200.3 29.8
Others . . ... ... 192.9 131.3 68.1 196.1 97.3 49.6 238.7 167.6 70.2
North America . . . 4,483.6 821.3 18.3 4,693.4 891.8 19.0 6,635.4 980.9 14.8
Sales of vehicles . . 4,049.1 781.0 19.3 4,234.2 853.8 20.2 6,133.7 936.5 15.3
Sales of parts and

components . . . . 434.5 40.2 9.3 459.2 38.0 8.3 501.7 444 8.8
Europe. . . . . . .. 1,409.7 204.5 14.5 2,225.7 287.7 12.9 2,435.1 302.9 12.4
Sales of vehicles . . 1,172.5 136.6 11.7 1,807.2 159.5 8.8 1,998.0 201.6 10.1
Sales of parts and

components . . . . 136.8 423 30.9 269.7 92.0 34.1 301.3 71.7 23.8
Others . . ... ... 100.3 25.7 25.6 148.8 36.1 24.3 135.9 29.6 21.8
Other Regions . . . 1,175.8 136.1 11.6 1,540.5 185.0 12.0 1,191.2 165.3 13.9
Sales of vehicles . . 1,140.6 133.2 11.7 1,511.9 179.0 11.8 1,167.7 156.9 13.4
Sales of parts and

components . . . . 15.8 3.0 19.0 17.0 2.9 17.1 13.6 2.7 20.0
Others . . ... ... 19.3 (0.3) (1.6) 11.6 3.1 26.7 9.9 5.7 58.0

Total. . . . . ... 14,555.6 2,205.7 15.2% 19,367.0 2,848.3 14.7% 24,168.2 3,159.3 13.1%

Our gross margin decreased from 14.7% in 2017 to 13.1% in 2018, principally as a result of
our limited ability to_fully pass on the impact of the increased raw material costs to our customers
and_our increased sales volume of vehicles with lower gross margins, such as truck chassis.

In China, our gross margin decreased from 13.6% in 2017 to 12.3% in 2018, primarily due to
(i) our increased sales volume of truck chassis which have lower gross margins and (ii) our limited
ability to_fully pass on the impact of the increased raw material costs to our customers partly due
to market competition.

In North America, our gross margin decreased from 19.0% in 2017 to 14.8% in 2018, due to
the overall decrease in the gross margin of our products sold in North America which was
principally attributable to (i) the appreciation of the Renminbi against the US dollar as our revenue
from the US was denominated in US dollars while costs of certain raw materials used for goods sold
in the US were denominated in Renminbi, (ii) the increased market prices of steel and aluminum
procured in the US and (iii) the imposition of a 10% tariff on certain Chinese imports to the US,
including semi-trailers manufactured in China, by the US administration in September 2018.

In Europe, our gross margin decreased from 12.9% in 2017 to 12.4% in 2018, primarily due

to the increased raw material costs which we were not able to fully pass on to our customers, partly
due to market competition. Our gross margin decreased from 14.5% in 2016 to 12.9% in 2017,

4
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primarily due to changes in our product mix and the resulting increase_in sales of chassis and flatbed
trailers which have lower gross margins than other products sold in Europe, following our
acquisition and consolidation of SDC Trailers in the second half of 2016,

In other regions, our gross margin increased from 12.0% in 2017 to 13.9% in 2018, primarily
due to the fluctuations in exchange rates_between Renminbi and certain foreign currencies.

PRODUCTION FACILITIES AND CAPACITY

As of the Latest Practicable Date, we had the following 22 manufacturing plants located
across China, the US, the UK and Belgium with a combined designed annual production capacity
of over 165,000 units;

Designed Annual

Number of Production
Location Plants Main Products Capacity
(Units)
China 18  Semi-trailers, truck bodies and center-axle car carriers 145,500
us ...... 2 Dry van trailers s
UK ...... 1 Curtain-side trailers, and chassis and flatbed trailers 10,200
“Belgium . . . 1 Tank trailers 2,500
Total. . . . 22 167,200

In addition, as of Latest Practicable Date, we had nine assembly plants located across the US,
Poland, Thailand, South Africa and Australia, whose main products comprise chassis and flatbed
trailers, refrigerated trailers, curtain-side trailers, tank trailers, dump beds and swap bodies.
Depending on our production capacity, delivery schedule and local market demand, our nine
assembly plants are generally able to assemble between 26,000 units and 33,000 units per year._

CUSTOMERS, SALES AND MARKETING

We sell our semi-trailers globally, and truck bodies and center-axle car carriers primarily in
China. In 2016, 2017 and 2018, revenue from China accounted for 51.4%, 56.3% and 57.5% of our
total revenue, respectively. In the same years, revenue generated from overseas markets, including
North America, Europe and approximately 40 other countries, accounted for 48.6%, 43.7% and
42.5% of our total revenue, respectively. In 2016, 2017 and 2018, sales to our largest customer
accounted for approximately 2.2%, 4.0% and 5.2%, respectively, of our total revenue, and our five
largest customers accounted for approximately 10.1%, 11.0% and 11.7%, respectively, of our total
revenue.

Our extensive sales network mainly comprises (i) our in-house sales employees, and (ii)
third-party distributors. We have over 300 distributors widely dispersed throughout 31 provinces in
China, North America, Europe and other regions_around the world. Our non-distributor customers
for semi-trailers mainly comprise logistics companies, trailer rental companies and truck dealers.
Our non-distributor customers for truck bodies mainly comprise truck manufacturers, truck dealers,
construction companies and logistics companies. Most of our distributor customers are truck dealers
which are generally specialized in selling tractor units, truck chassis and specialty vehicles. In 2016,
2017 and 2018, 78.6%, 77.4% and 75.2%, respectively, of our total revenue was generated from
direct sales, while the remaining 21.4%, 22.6% and 24.8%, respectively, of our total revenue was
generated from sales to distributors.
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SUPPLIERS AND PROCUREMENT

Our suppliers principally comprise steel and aluminum producers and manufacturers of parts
and components, such as truck chassis, tires, rims, axles, suspension and braking systems. Almost
all of our procurement for our PRC production is carried out in China. Certain of our overseas
operations, such as manufacturing of dry van trailers in North America and curtain-side trailers and
tank trailers in Europe, mainly procure their raw materials, parts and components locally and utilize
local manufacturing plants. We have also established long-term relationships with renowned trailer
parts and components manufacturers and steel suppliers around the world, such as BPW and China
Baowu Steel Group. We believe that such long-term relationships with our suppliers will benefit us
in ensuring a stable supply of raw materials, parts and components at reasonable prices. As a
percentage of our total revenue, in 2016, 2017 and 2018, our costs for raw materials and
consumables used, adjusted for changes in inventories, accounted for 73.6%, 75.8% and 77.1%,
respectively. In 2016, 2017 and 2018, our purchases from our five largest suppliers, in aggregate,
accounted for 21.0%, 19.9% and 20.6%, respectively, of our total costs for raw materials and
consumables used, adjusted for changes in inventories. In addition, purchases from our single
largest supplier accounted for 6.5%, 6.2% and 6.8%, respectively, of our total costs for raw
materials and consumables used, adjusted for changes in inventories in the same years.

OUR STRENGTHS

We believe that the following competitive strengths contribute to our success and distinguish
us from our competitors:

. Highly integrated and synergistic global operations and local knowledge;

. Outstanding manufacturing and research and development capabilities;

. Proven track record of successful worldwide acquisitions and investments;

. Comprehensive portfolio of brands and products targeting different regional markets and

customers; and
. Experienced and visionary management team and solid corporate governance.
STRATEGIES

Our objective is to strengthen our leading position in the global semi-trailer market. To this
end, we intend to implement the following key strategies:

. Strengthen our global operations with comprehensive local knowledge;

. Further digitalize our production process;

. Continue to develop new products and improve product features;

. Promote an agile organization adaptive to digitalized manufacturing and operation; and
. Capture emerging business opportunities with growth potential.
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RISK FACTORS

We believe that there are certain risks and uncertainties involved in our operations, some of
which are beyond our control. We have categorized these risks and uncertainties into (i) risks
relating to our business, (ii) risks relating to the PRC, and (iii) risks relating to the [REDACTED].
Our business may be materially and adversely affected by these risks, including the following:

. Significant changes in general economic and market conditions as well as in the industry
standards in the regions where we operate could materially adversely affect market
demand for our products.

. We are subject to the risks associated with international trades.

. Our further success depends, in part, on our ability to expand our production capacity
and to further improve our productivity and upgrade our production facilities, which is
subject to risks and uncertainties.

. We may fail to implement and maintain effective quality control systems at our
production facilities, due to which we may face potential product liability and warranty
claims or suffer losses due to defective products.

. We may not be able to develop and introduce new products that meet changing market
demand or gain general market acceptance in a timely manner, and our research and
development may not always yield anticipated results.

. We rely on certain key raw materials, parts and components and utilities, such as steel,
tires, rims and axles in our manufacturing process, and any failure or shortage in the
supply of such key materials, parts and components and utilities may adversely affect
our business.

. Increasing competition within the semi-trailer and truck body markets could have an
adverse impact on our ability to maintain competitiveness.

. Our entry into new markets is subject to risks and restrictions.

CONTROLLING SHAREHOLDERS

(s of the Latest Practicable Date, CIMC owned (directly, and indirectly through CIMC Hong
Kong) approximately 63.33% of our total issued share capital. Immediately following completion
of the [REDACTED], CIMC will own (directly, and indirectly through CIMC Hong Kong)
approximately [REDACTED] of our total issued share capital (assuming the [REDACTED] is not
exercised) or approximately [REDACTED] of our total issued share capital (assuming the
[REDACTED] is exercised in full). Both CIMC and CIMC Hong Kong are our Controlling
Shareholders as of the Latest Practicable Date and will remain as our Controlling Shareholders upon
the [REDACTED]. Our Directors are of the view that neither CIMC nor CIMC Hong Kong is
interested in a business, apart from our business, which competes or is likely to compete, either
directly or indirectly, with our business under Rule 8.10 of the Listing Rules as of the Latest
Practicable Date. See “Relationship with Controlling Shareholders.”,

PRE-[REDACTED] INVESTMENTS

As of the Latest Practicable Date, Shanghai Taifu, Taizhou Taifu, Xiangshan Huajin, Nanshan
Dacheng, Longyuan Investment and Sumitomo Corporation, being the Pre-[REDACTED]
Investors, held approximately 16.82%, 10.77%, 5.06%, 1.54%, 1.54% and 0.93% of our issued
share capital. Immediately following the completion of the [REDACTED], Shanghai Taifu, Taizhou
Taifu, Xiangshan Huajin, Nanshan Dacheng, Longyuan Investment and Sumitomo Corporation will
hold [REDACTED], [REDACTED], [REDACTED], [REDACTED], [REDACTED] and
[REDACTED] of our total issued share capital (assuming the [REDACTED] is not exercised),
respectively, or approximately [REDACTED], [REDACTED], [REDACTED], [REDACTED],
[REDACTED] and [REDACTED] of our total issued share capital (assuming the [REDACTED]

—7-
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is exercised in full), respectively. All the special rights granted shall lapse or be terminated upon
[REDACTED], and our Shares held by the Pre-[REDACTED] Investors are subject to a lock-up
period of 12 months after the date of [REDACTED]. See “History, Conversion and Corporate
Structure—Pre-[REDACTED] Investments.”,

SUMMARY OF FINANCIAL INFORMATION

The following tables present our summary consolidated financial information as of and for the
years ended December 31, 2016, 2017 and 2018. This summary has been derived from our
consolidated financial information set forth in the Accountant’s Report in Appendix I to this
document. You should read this summary in conjunction with our consolidated financial
information included in the Accountant’s Report in Appendix I to this document, including the
accompanying notes, and the information set forth in “Financial Information.”

Summary Consolidated Income Statements

Year ended December 31,

2016 2017 2018
(RMB in millions)

Revenue . . . . . ... ... ... ... 14,555.6 19,367.0 24,168.2
Costofsales. . . ... ... .. ... ... ... (12,349.9) (16,518.7) (21,008.9)
Gross profit. . . . ... ... ... 2,205.7 2,848.3 3,159.3
Selling and distribution expenses . . . . . . . ... ... ... (486.1) (596.7) (574.0)
Administrative eXpenses . . . . . ... ... ... (860.1) (1,022.2) (1,220.6)
Net impairment (losses)/gains on financial assets and

financial guarantee contracts . . . . . . ... ... ..... (40.4) 11.6 16.3
Other income . . . . . . .. . ... ... .. 123.6 133.5 158.0
Other gains/(losses) —mnet. . . . . .. ... ... ... .... 99.8 (59.4) 82.5
Operating profit . . . . . ... ... ... ... ... ..., 1,042.5 1,315.1 1,621.4
Finance income . . . . . . . . ... ... 59.1 73.6 85.7
Finance costs . . . . . . . . . . ... ... (82.7) (114.3) (160.1)
Share of net profits/(losses) of associates and a joint

VENTUTE. . o o v v v i e e e e e e e e 4.2 2.7 5.8
Profit before income tax . . . ... ... ... ........ 1,023.2 1,271.7 1,552.8
Income tax eXpense. . . . . . . . ... (270.4) (260.2) (320.8)
Profit for the year. . . . .. ......... . ... ... ... 752.8 1,011.5 1,232.0

Summary Consolidated Balance Sheets

December 31,
2016 2017 2018
(RMB in millions)

Non-current ASsets . . . . . . . . ... 5,190.2 5,255.0 5,422.0
Current ASSEtS. . . . . . .. e e 9,605.9 10,996.5 11,138.7‘
Total Assets . . . . . . . ... ... ... ... ... 14,796.1 16,251.5 16,560.6
Non-current Liabilities . . . . . . . .. ... ... ... .... 1,387.1 673.4 467.3
Current Liabilities. . . . . . . . . . . . .. ... ... ... .. 6,330.1 8,568.6 8,145.6
Total Liabilities . . . . .. ... ... ............. 7,717.2 9,242.1 8,612.9
Total Equity . . ... ... ... ... .. ... ... . .... 7,078.9 7,009.4 7,947.7
Net Current Assets . . . . . . ... . ... ... ....... 3,275.8 2,427.9 2,993.0
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Summary Consolidated Statements of Cash Flows

Year ended December 31,
2016 2017 2018
(RMB in millions)

Net cash generated from operating activities . . . . ... .. 1,197.6 1,782.1 1,083.3
Net cash used in investing activities . . . . . . ... ... .. (1,518.6)2 (438.0) (10.3)
Net cash generated from/(used in) financing activities. . . . 1,057.7 (278.9) (1,309.6)
Cash and cash equivalents at end of the year . . . .. .. 1,780.3 2,810.8 2,617.0

(1)  In 2016, we had net cash used in investing activities of RMB1,518.6 million, primarily attributable to (i) loans to
related parties of RMB814.9 million, (ii)_our payments for property, plant and equipment, intangible assets,
investment properties and land use rights of RMB606.7 million to support our business expansion and (iii)_our
payment for_the acquisition of a subsidiary, net of cash required, of RMB575.0 million, mainly relating to_our
Jacquisition of SDC Trailers.

Selected Financial Ratios

As of or for the year ended December 31,

2016 2017 2018
Return on equity™ . . . ... ... ... ... ... ... 11.3% 14.4% 16.2%
Return on total assets® . . . .. ... ... ... ....... 5.5% 6.5% 7.5%
Current ratio® . . . ... 1.5 1.3 1.4
Quick ratio™ . . ... 1.0 0.9 0.9
Gearing ratio® . . . ... .. ... ... 30.5% 35.0% 28.8%

(1) Equal to annual net profit attributable to owners of our Company divided by the average balance of our total equity
attributable to owners of our Company for the beginning and the end of the year.

(2) Equal to annual net profit divided by the average balance of our total assets for the beginning and the end of the year.
3) Equal to total current assets divided by total current liabilities.

(4) Equal to total current assets excluding inventories divided by total current liabilities,

(5) Equal to total debt divided by total equity multiplied by 100%.

PROPERTY VALUATION

Cushman & Wakefield, an independent property valuer, has valued our property at Plot 78/1,
Jiefang No. 3, Baoshan Town, Baoshan District, Shanghai, the PRC_as of April 30, 2019. See
“Appendix III—Property Valuation Report” and “Financial Information—Property Interests” for a
summary of the valuation and the valuation report.
[REDACTED]

The [REDACTED] comprises:

(i) the [REDACTED] of [REDACTED] (subject to adjustment) in Hong Kong as described
in “Structure of the [REDACTED]—The [REDACTED]”; and
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(i) the [REDACTED] of an aggregate of initially [REDACTED] Shares (including
[REDACTED] under the [REDACTED]) (subject to adjustment and the
[REDACTEDY]), (a) in the United States to QIBs in reliance on Rule 144A or another
available exemption under the U.S. Securities Act, and (b) outside the United States
pursuant to Regulation S (including to professional and institutional investors in Hong
Kong). Of the [REDACTED] initially being offered under the [REDACTED],
[REDACTED] are available for subscription by the [REDACTED] under the
[REDACTED] as the Assured Entitlement.

The [REDACTED] will represent approximately [REDACTED] of the enlarged issued share
capital of our Company immediately following the completion of the [REDACTED], assuming the
[REDACTED] is not exercised.

RECENT DEVELOPMENTS

Since December 31, 2018, the global semi-trailer and truck body markets and our business
have continued to grow. In the four months ended April 30, 2019, our revenue increased compared
to the same period in 2018, primarily due to the continued growth of our sales of vehicles (i) in
China, which was mainly attributable to our increased sales of mixers, truck chassis and dry bulk
tank trailers due to_the increased market demand for construction vehicles driven by active
infrastructure development in China, and (ii) in North America, mainly as a result of increased
market demand for dry van trailers, refrigerated trailers and chassis trailers. Our gross profit
increased in the four months ended April 30, 2019 as compared to the same period in 2018, which
was generally in line with the increase in our revenue. Our gross margin jncreased slightly in the
four months ended April 30, 2019 as compared_to the same period in 2018, mainly as our gross
margin in the North American market increased due to the appreciation of the US dollar against the
Renminbi, which was partially offset by the decreased gross margin in the PRC market, primarily
due to our increased sales of truck chassis, which have relatively low gross margins, mainly
attributable to our increased sales of mixers.

The PRC government promulgated policies in 2018 to encourage the railway transportation for
bulk commodities, such as coal, coke and ores, in lieu of road transportation. China has seen, and
may continue to experience, a shift to faster and more cost-efficient railway transportation, in
particular for transporting coal, ores and other bulk commodities, which could have an adverse
effect on the demand for our products, particularly fence trailers. In addition, in September 2018,
the US administration imposed a 10% tariff on US$200 billion worth of Chinese imports into the
US, including semi-trailers manufactured in China. On May 10, 2019, the US administration further
raised the tariffs from 10% to 25% on these Chinese imports, which was effective immediately, with
a limited extension for certain goods that were exported from China before May 10, 2019 and enter
into the US before June 15, 2019. Under this circumstance, if we are unable to increase our local
production capacity in the US, or raise sales prices for the US market to cover the cost of increased
tariffs or if we do not want to risk losing sales by passing on the potential cost increase to our US
customers, our sales volume and gross margin in North America may decrease, which, in turn, could
adversely affect our results of operations. In particular, our net profit for the year_in 2019 may
decline as a result.

On March 31, 2019, our Shareholders approved our plan to declare a dividend of
approximately RMB400.0 million from our consolidated retained earnings as of December 31, 2018
to our existing Shareholders, We paid such dividend with our own cash by June 17, 2019.

—10 -
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Our Directors confirm, after performing all of the due diligence that the Directors consider
appropriate, that there has been no event which could materially affect the information shown in our
consolidated financial statements included in the Accountant’s Report set forth in Appendix I to this
document since December 31, 2018 (being the latest date of our audited consolidated financial
statements) and up to the date of this document, and as of the date of this document, there has been
no material adverse change in our financial or trading position or prospects.

[REDACTED]

The numbers in the following table are based on the assumptions that (i) the [REDACTED]
has been completed and [REDACTED] H Shares are issued and sold in the [REDACTED], (ii) the
[REDACTED] is not exercised, and (iii) [REDACTED] Shares are issued and outstanding
following the completion of the [REDACTED].

Based on an Based on an
[REDACTED] of [REDACTED] of
HK$[REDACTED] HK$REDACTED]

HKS$[REDACTED] HKS$[REDACTED]
Market capitalization™ . . . . . ... ... ... L million million
Unaudited pro forma adjusted net tangible assets per share® . . . . . . HK$[REDACTED] HK$[REDACTED]

(1) The calculation of market capitalization is based on [REDACTED] H Shares expected to be issued and outstanding
following the [REDACTED].

(2) The unaudited pro forma adjusted net tangible assets per share is arrived at after the adjustments referred to in
“Appendix II — Unaudited Pro Forma Financial Information.”

USE OF PROCEEDS

We estimate that we will receive net proceeds from the [REDACTED] of approximately
HKS$[REDACTED] million, assuming an [REDACTED] of HK$[REDACTED] per H Share
(being the mid-point of the [REDACTED] range stated in this document), after deducting the
[REDACTED] commissions, the maximum amount of incentive fee and discretionary bonus, and
estimated expenses paid or payable by us in relation to the [REDACTED] and assuming that the
[REDACTED] is not exercised. We intend to apply the net proceeds from the [REDACTED] for
the following purposes and in the amounts set forth below:

. approximately 70% of the net proceeds, or HK$[REDACTED] million, to develop new
manufacturing or assembly plants in the US and Europe;

. approximately 10% of the net proceeds, or HK$[REDACTED] million, to research and
develop new products;

. approximately 10% of the net proceeds, or HK${REDACTED] million, to repay certain
bank borrowings; and

. approximately 10% of the net proceeds, or HK$[REDACTED] million, for working
capital and general corporate purposes.

- 11 -
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DIVIDEND

In 2016, 2017 and 2018, we declared cash dividends of RMB198.1 million, RMB1,122.8
million and RMB289.3 million, respectively. In 2016, 2017 and 2018, we settled payments of
dividends of RMB150.6 million, RMB449.0 million and RMB1,010.7 million (including the
remaining dividend of RMB398.9 million which has been accounted for as a shareholder loan as of

December 31, 2018 and settled in April 2019), respectively. We currently do not have a fixed

dividend payout ratio, and we cannot assure you that dividends will be declared or paid in the
future. For details of our dividend policy, see “Financial Information—-Dividend.”

[REDACTED] CONDITION AND EXPENSES

[REDACTED] expenses represent professional fees, [REDACTED] commissions and other
fees incurred in connection with the [REDACTED]. We estimate that our [REDACTED] expenses
will be approximately RMB[REDACTED] million (assuming an [REDACTED] of
HK$[REDACTED] per [REDACTED], being the mid-point of the stated [REDACTED] range,
and assuming the [REDACTED] is not exercised). In 2018, we recognized RMB17.5 million of
[REDACTED] expenses. Out of our remaining [REDACTED] expenses, (i) approximately
RMB[REDACTED] million is expected to be expensed in 2019, and (ii) approximately
RMB[REDACTED] million (including approximately RMB16.9 million which was recognized as
prepayments in our consolidated balance sheets as of December 31, 2018) is directly attributable to
the issuance of H Shares and will be deducted from equity upon the [REDACTED] in 2019. Our
Directors do not expect such expenses to materially impact our results of operations in 2019.

SPIN-OFF

Having considered, among other things, that our business has grown to a sufficient size that
warrants a separate [REDACTED] from CIMC on the Stock Exchange, CIMC submitted a spin-off
proposal to the Stock Exchange pursuant to Practice Note 15 of the Listing Rules. The Stock
Exchange has confirmed that CIMC may proceed with the Spin-off as proposed. We will comply
with the requirements under Practice Note 15 and the applicable requirements of the Listing Rules
regarding the Spin-off. See “History, Conversion and Corporate Structure—Spin-off.”

—12 —
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In this document, unless the context otherwise requires, the following terms and
expressions shall have the meanings set forth below. Certain technical terms are explained in
the section headed “Glossary of Technical Terms” in this document.

“[REDACTED]”

“Articles of Association” or
“Articles”

“associate(s)”

“Assured Entitlement”

“Audit Committee”

“Authorized Representative(s)”

“Beneficial CIMC Shareholder(s)”

“[REDACTED](s)”

“Board” or “Board of Directors”

“Board Committee(s)”

“Business Day” or “business day”

[REDACTED](s), [REDACTED](s) or [REDACTED],
individually or collectively, as the context so requires, any
of them, which is used in relation to the [REDACTED] and
[REDACTED](s) in relation to the [REDACTED]

the articles of association of our Company, as amended,
which shall become effective on the [REDACTED], a
summary of which is set out in Appendix V to this document

has the meaning ascribed to it under the Listing Rules

the entitlement of the [REDACTED] to apply for the
[REDACTED] on an assured basis pursuant to the
[REDACTED] determined on the basis of their respective
shareholdings in CIMC on the [REDACTED]

the audit committee of our Company
the authorized representative(s) of our Company

any beneficial owner(s) of CIMC H Shares whose CIMC H
Shares are registered, as shown in the register of members of
CIMC, in the name of a registered CIMC H Shareholder on
the [REDACTED]

the [REDACTED](s) to be sent to [REDACTED] for the
subscription of the [REDACTED] pursuant to the
[REDACTED]

the board of Directors of our Company

the Board committees of our Company, namely the Audit
Committee, the Remuneration Committee, the Nomination
Committee, and the Strategy and Investment Committee

a day on which banks in Hong Kong are generally open for

normal banking business to the public and which is not a
Saturday, Sunday or public holiday in Hong Kong

— 13 -
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“BVI”

“CAGR”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“China” or “PRC”

“Chi Xiao”

“CIE”

“CIMC”

“CIMC Dongguan”

the British Virgin Islands
compound annual growth rate

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct
clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian
participant

a person admitted to participate in CCASS as an investor
participant who may be an individual, joint individuals or a
corporation

a CCASS Clearing Participant, a CCASS Custodian
Participant or a CCASS Investor Participant

the People’s Republic of China, excluding, for the purpose
of this document, Hong Kong, Macau and Taiwan

Chi Xiao Enterprise Co., Ltd. (FBERZEAF PR/ F]), a limited
liability company established in the PRC and our Substantial
Shareholder

CIMC Intermodal Equipment LLC, a limited liability
company incorporated in the United States, and our wholly
owned subsidiary

China International Marine Containers (Group) Co., Ltd.
(PP R % v R R R (B B L A BRZA F]), a joint stock
company incorporated in the PRC on January 14, 1980 and
listed on the Shenzhen Stock Exchange (stock code:
000039) and the Hong Kong Stock Exchange (stock code:
2039), and the promoter and the Controlling Shareholder of
our Company

Dongguan CIMC Vehicle Co., Ltd. CRZEFHEH HHEARA

), a limited liability company established in the PRC on
July 21, 2014, and our wholly owned subsidiary

— 14—
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“CIMC Dongyue”

“CIMC Financial Institution”

“CIMC Gansu”

“CIMC Group”

“CIMC H Share(s)”

“CIMC H Shareholder(s)”

“CIMC Hong Kong” or
“CIMC HK”

“CIMC Huajun”

“CIMC Jiangmen”

“CIMC Liaoning”

“CIMC Luoyang”

“CIMC-SHAC”

Liangshan CIMC Dongyue Vehicles Co., Ltd. (R ilIH 48R
T A3 B2 F]), a limited liability company established in
the PRC on October 16, 2007, and our non-wholly owned
subsidiary

CIMC Finance Co., Ltd. (L BB A RA ), a limited
liability company established in the PRC on February 9,
2010, a wholly owned subsidiary of CIMC

Gansu CIMC Huajun Vehicles Co., Ltd. (H A 8 2 5z 5o
A7), a limited liability company established in the
PRC on June 6, 2006, and our wholly owned subsidiary

CIMC and its subsidiaries, excluding our Group

the overseas-listed foreign share(s) in the registered share
capital of CIMC with a nominal value of RMB1.00 each,
which are listed on the Stock Exchange and traded in Hong
Kong dollars

holder(s) of CIMC H Shares

China International Marine Containers (Hong Kong)
Limited ("B LA (FE) ARAF]), a limited
liability company incorporated in Hong Kong on July 30,
1992, and a wholly owned subsidiary of CIMC and the
promoter and the Controlling Shareholder of our Company

our proprietary brand under Huajun Vehicle

CIMC Vehicle (Jiangmen) Co., Ltd. (& HH[(7LM ) A R
/3H)), a limited liability company established in the PRC on
December 3, 2004, and our non-wholly owned subsidiary

CIMC Vehicles (Liaoning) Co., Ltd. (H 4 BLMf (% %) A FR A
), a limited liability company established in the PRC on
December 9, 2005, and our wholly owned subsidiary

Luoyang CIMC Lingyu Automobile Co., Ltd. (&M 4%
FIRHA B/ H]), a limited liability company established in
the PRC on March 8, 2007, and our non-wholly owned
subsidiary

CIMC-SHAC (Xi’an) Special Vehicles Co., Ltd. (F£EPRIR
ERL)HMFAMRAA), a limited liability company
established in the PRC on September 20, 2006, and our
non-wholly owned subsidiary
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DEFINITIONS

“CIMC Shanghai Baojian”

“CIMC Shanghai Logistics”

“CIMC Shenzhen”

“CIMC Tonghua”

“CIMC Vehicle Investment”

“CIMC Wuhu”

“CIMC Yangzhou”

“Companies (Winding up and
Miscellaneous Provisions)
Ordinance”

“Companies Ordinance”

LTINT3

“Company”, “our Company” or
“CIMC Vehicles”

Shanghai CIMC Baojian Vehicle Comprehensive Inspection
Co., Ltd. (B EEIRELEGNARAR), a limited
liability company established in the PRC on December 18,
2006, and our non-wholly owned subsidiary

Shanghai CIMC Vehicle Logistics Equipment Co., Ltd. (&
Vg P AE B Y TR A A FRA FD), a limited liability company
established in the PRC on January 21, 2005, and our wholly
owned subsidiary

Shenzhen CIMC Vehicle Co., Ltd. (ZEYII A S0H HUA A
), a limited liability company established in the PRC on
May 17, 2004, and our wholly owned subsidiary

our proprietary brand under CIMC Yangzhou

CIMC Vehicle Investment Holdings Company Limited (*
EHHECEE A BR/AF), a limited liability company

incorporated in BVI, and our wholly owned subsidiary

Wuhu CIMC Ruijiang Automobile Co., Ltd. (i 85T
IREAGBRZA A, a limited liability company established in
the PRC on March 26, 2007, and our non-wholly owned
subsidiary

Yangzhou CIMC Tonghua Special Vehicles Co., Ltd. (/M
PAREIEE A R/AF]), a limited liability company
established in the PRC on December 14, 1991, and our
wholly owned subsidiary

the Companies (Winding up and Miscellaneous Provisions)
Ordinance (Chapter 32 of the Laws of Hong Kong), as
amended, supplemented or otherwise modified from time to
time

the Companies Ordinance (Chapter 622 of the Laws of Hong
Kong), as amended, supplemented or otherwise modified
from time to time

CIMC Vehicles (Group) Co., Ltd. (52 B (5 ) i 0 A BR
/AH)) (including our predecessor, CIMC Vehicles (Group)
Co., Ltd. (PEEEEBEA R /), a joint stock company
with limited liability established under the laws of the PRC
on August 29, 1996
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DEFINITIONS

“Company Law” or
“PRC Company Law”

“Compliance Advisor”

“connected person(s)”

“Controlling Shareholder(s)”

“Conversion”

“CR Trust”

“CSRC”

“Cushman & Wakefield”

“Directors”

“Domestic Shares”

“Dongyue Vehicles”

“EIT Law”

“Exchange Participant(s)”

Company Law of the People’s Republic of China (1 A &
ILFIE] A 7] %), as amended, supplemented or otherwise
modified from time to time

has the meaning ascribed to it under the Listing Rules
has the meaning ascribed to it under the Listing Rules

has the meaning ascribed to it under the Listing Rules and,
unless the context requires otherwise, refers to CIMC and/or
CIMC Hong Kong, as the case may be

the conversion of our Company into a joint stock company
as described in “History, Conversion and Corporate
Structure” in this document

China Resource SZITIC Trust Co., Ltd. (GEHERE LG LH
F/AH]), a limited liability company incorporated in the
PRC on August 24, 1982

China Securities Regulatory Commission (9 [5 5 75 B: B &

HMZEEE)

Cushman & Wakefield Limited, the property valuer of our
Company

the directors of our Company

ordinary shares in the share capital of our Company, with a
nominal value of RMB1.00 each, which are subscribed for
and paid up in Renminbi

our proprietary brand under CIMC Dongyue

Enterprise Income Tax Law of the People’s Republic of
China  ("P#EANRILFEBZEFEHIE), as  amended,
supplemented or otherwise modified from time to time

a person: (a) who, in accordance with the Listing Rules, may
trade on or through the Stock Exchange; and (b) whose
name is entered in a list, register or roll kept by the Stock
Exchange as a person who may trade on or through the
Stock Exchange

—17 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

DEFINITIONS

“Frost & Sullivan”

“F&S Report”

“GDP”

“[REDACTED]”

“[REDACTED](s)”

LEINT3

“Group”, “our Group”,

“we” or “us”

“H Share(s)”

“H Share Registrar”

“HK$”, “HK dollars” or
“Hong Kong dollars”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“[REDACTED]”

Frost & Sullivan (Beijing) Inc., Shanghai Branch
Co. (RAEHRHPFISCAL R #EA R A 7] LB A7), our
independent industry consultant, which provides market
research and analysis across multiple industries

the industry report we commissioned Frost & Sullivan to
prepare on the global, North American and European
semi-trailer and truck body industries

gross domestic product

the [REDACTED] and the [REDACTED] (including the
[REDACTED])

the [REDACTED](s) to be completed by the
[REDACTED] Service Provider, Computershare Hong
Kong Investor Services Limited

our Company and its subsidiaries (or our Company and any
one or more of its subsidiaries, as the context may require)

overseas listed foreign shares in the share capital of our
Company with nominal value of RMB1.00 each, which are
to be subscribed for and traded in HK dollars and are to be
listed on the Stock Exchange

[REDACTED]

Hong Kong dollars and cents, respectively, the lawful
currency of Hong Kong

Hong Kong Securities Clearing Company Limited, a wholly
owned subsidiary of Hong Kong Exchanges and Clearing
Limited

HKSCC Nominees Limited, a wholly owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC
the [REDACTED] H Shares initially [REDACTED] by our
Company for subscription at the [REDACTED] pursuant to

the [REDACTED] (subject to adjustment as described in
“Structure of the [REDACTED]”)
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DEFINITIONS

“[REDACTED]”

“[REDACTED]”

“Huajun Vehicle”

“Huajun Foundry”

“IFRS”

“Independent Third Party(ies)”

“[REDACTED]”

the offer of the [REDACTED] for subscription by the
public in Hong Kong (subject to adjustment as described in
“Structure of the [REDACTED]”) at the [REDACTED]
(plus brokerage, SFC transaction levies and Stock Exchange
trading fees), on and subject to the terms and conditions
described in this document and on the [REDACTED] as
further described in “Structure of the [REDACTED]—
[REDACTED]”

the [REDACTED] of the [REDACTED] listed in
“IREDACTED]—[REDACTED]”

[REDACTED]

Zhumadian CIMC Huajun Vehicle Co., Ltd. (5555 4E3E
52 #Ui A7 BR /2 F]), a limited liability company established in
the PRC on October 30, 1997, our wholly owned subsidiary

Zhumadian CIMC Huajun Casting Co., Ltd. (51555 H 5%
§2 8535 A1 B2 A)), a limited liability company established in
the PRC on August 12, 2010, our wholly owned subsidiary

International Financial Reporting Standards, which include
standards, amendments and interpretations promulgated by
the International Accounting Standards Board and the
International Accounting Standards and interpretation
issued by the International Accounting Standards
Committee

any entity(ies) or person(s) who, to the best of the
knowledge, information and belief of our Directors, is/are
not a connected person(s) of our Company within the
meaning ascribed thereto under the Listing Rules

the [REDACTED] H Shares initially offered by our
Company for subscription pursuant to the [REDACTED]
(including, for the avoidance of doubt, [REDACTED] for
the [REDACTED]) together with, where relevant, any
additional H Shares which may be issued by our Company
pursuant to the exercise of the [REDACTED] (subject to
adjustment as  described in  “Structure of the
[REDACTED]”)
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DEFINITIONS

“[REDACTED]”

“[REDACTED]”

“Jiangsu Baojing”

“LAG”

“LAG Trailers”

the offer of the [REDACTED] by the [REDACTED] at the
[REDACTED] outside the United States in offshore
transactions in accordance with Regulation S and in the
United States only to QIBs in reliance on Rule 144A or any
other available exemption from registration under the U.S.
Securities Act, as further described in “Structure of the
[REDACTED]” in this document (for the avoidance of
doubt, of the [REDACTED] initially being offered under
the [REDACTED], the [REDACTED] are made available
for subscription by the [REDACTED] under the
[REDACTED])

the [REDACTED] of the [REDACTED] who are expected
to enter into the [REDACTED] to [REDACTED] the
[REDACTED]

[REDACTED]

Jiangsu Baojing Auto Parts Co., Ltd. (VLEFE S H &R
FRZ\ 7)), a limited liability company established in the PRC
on February 24, 2016

[REDACTED]

our proprietary brand under LAG Trailers

Lag Trailers NV Bree, a company established in Belgium,
our wholly owned subsidiary
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DEFINITIONS

“Latest Practicable Date”

“Lingyu Vehicles”

“[REDACTED]”

“Listing Committee”

“[REDACTED]”

“Listing Rules”

“Longyuan Investment”

“Macau”

“Main Board”

“Mandatory Provisions”

“Manson Technology”

June 18, 2019, being the latest practicable date for the
purpose of ascertaining certain information contained in this
document prior to its publication

our proprietary brand under CIMC Luoyang

[REDACTED] of our H Shares on the Main Board of the
Stock Exchange

the Listing Committee of the Stock Exchange

the date, expected to be on or around [REDACTED], on
which our H Shares are [REDACTED] and from which
dealings therein are permitted to take place on the Stock
Exchange

the Rules Governing the Listing of Securities on the Stock
Exchange

Shenzhen Long Yuan Gang Cheng Investment and
Development Co., Ltd. (ZRIITHHE IR S & 58 e A PR AT
/~H)), a limited liability company established in the PRC on
December 14, 2015

the Macau Special Administrative Region of the PRC

the stock market (excluding the option market) operated by
the Stock Exchange which is independent from, and
operated in parallel with, the Growth Enterprise Market of
the Stock Exchange

the “Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas” (E|}i4h L/ A FEfEL
ﬁ%%{), as amended, supplemented or otherwise modified
from time to time, for inclusion in the articles of association
of companies incorporated in the PRC to be listed overseas
(including Hong Kong), which were promulgated by the
former Securities Commission of the State Council (B
#H#HZE®) and the former State Commission for
Restructuring the Economic Systems ([ 4% HE il i 42 2%
E ) on August 27, 1994

Manson Technology Limited (EAREARAA), a
company incorporated in Hong Kong on April 26, 2000 and
our wholly owned subsidiary

[REDACTED]
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DEFINITIONS

“MOF”

“MOFCOM”

“Nanshan Dacheng”

“Nanshan Fund”

“Nanshan Group”

“NDRC”

“Ningbo Fengmei”

“Nomination Committee”

“NPC”

Ministry of Finance of the PRC ("3 A & 4170 [ B )
Ministry of Commerce of the PRC (H#E A K& 44 A1 5 i 155350

Shenzhen Nan Shan Da Cheng New Material Investment

Partnership (Limited Partnership) (ZRYIES LK BGHT A1 RHE
BERBEEHMRAE)), a limited liability partnership
incorporated in the PRC on December 3, 2015, and the
promoter and Shareholder of our Company

Shenzhen Nanshan Dacheng Fund Management Limited
Company (RYIFE IR EESE AR AH), a limited
liability company incorporated in the PRC on May 14, 2015,
and the general partner of Nanshan Dacheng

China Nanshan Development (Group) Co., Ltd. (' r
BB (D A G BR A F]), a limited liability company

established in the PRC, and our Substantial Shareholder

National Development and Reform Commission of the PRC

(hEE N RICAN B 58 J Bl ol e % B )

Ningbo Fengmei Industrial Limited Company (&% I§HFE
FAFR/AF]), a limited liability company incorporated in the
PRC on January 18, 2006, and the shareholder of Xiangshan

Huajin

the nomination committee of our Company

[REDACTED]

National People’s Congress of the PRC (H#E A R LA E] 4
B A RACERKRE)
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DEFINITIONS

“[REDACTED]”

“[REDACTED]”

“[REDACTED]”

“PB OC”

“Ping An Decheng”

“Ping An Financial”

“Ping An Group”

the final price per [REDACTED] in Hong Kong dollars
(exclusive of brokerage of 1.0%, SFC transaction levy of
0.0027% and the Stock Exchange trading fee of 0.005%) of
not more than HK$[REDACTED] and expected to be not
less than HK$[REDACTED], at which [REDACTED] are
to be subscribed, to be determined in the manner further
described in “Structure of the [REDACTED] — Pricing and
Allocation”

the [REDACTED] and the [REDACTED] (including, for
the avoidance of doubt, the [REDACTED]) together with,
where relevant, any additional H Shares which may be

issued by our Company pursuant to the exercise of the
[REDACTED]

the option expected to be granted by our Company to the
[REDACTED], exercisable by the [REDACTED] (for
itself and on behalf of the [REDACTED]) pursuant to the
[REDACTED], pursuant to which our Company may be
required to allot and issue up to an aggregate of
[REDACTED] additional H Shares at the [REDACTED] to,
cover [REDACTED]s in the [REDACTED], if any, further
details of which are described in “Structure of the
[REDACTED]”

The People’s Bank of China ("B AR4R1T), the central
bank of the PRC

Shenzhen Ping An Decheng Investment Limited Company
(RN TP AR E A BRZA D), a limited liability company
established in the PRC on September 9, 2008 and the
general partner of Shanghai Taifu and Taizhou Taifu

Shenzhen Ping An Financial Technology Consulting Co.,
Ltd. (YL E MBI ABRA ), a limited liability
company established in the PRC, and our Substantial
Shareholder

Ping An Insurance (Group) Company Ltd. ("B F-Z{-Es
(FEE) A3 A BR 2 F), a joint stock company incorporated in
the PRC with limited liability and listed on the Shanghai
Stock Exchange (stock code: 601318) and the Hong Kong
Stock Exchange (stock code: 2318), and our Substantial
Shareholder
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DEFINITIONS

“Ping An Health Partnership”

“Ping An Life Insurance”

“PRC GAAP”

“PRC legal advisors”

“[REDACTED]”

“Pre-[REDACTED] Investors”

“[REDACTED]”

“document”

“province”

“Qingdao Container”

“Qingdao Eco-Equipment”

Shenzhen Ping An Health Technology Equity Investment
Partnership (Limited Partnership) (Y% @R
HBERES B AEEREGY)), a limited partnership
established in the PRC, and our Substantial Shareholder

Ping An Life Insurance Company of China, Ltd. (" E*V-%
ANFHRBERAARAF]), a limited liability company
established in the PRC, and our Substantial Shareholder

generally accepted accounting principles of the PRC
Shu Jin Law Firm, the PRC legal advisors to our Company

the [REDACTED] to the [REDACTED] of [REDACTED]
H Shares (representing approximately [REDACTED]% of
the [REDACTED] initially being offered under the
[REDACTED]) as an Assured Entitlement out of the
[REDACTED] being offered under the [REDACTED] at
the [REDACTED], on and subject to the terms and
conditions set out in this document and in the
[REDACTED], as further described in the section headed
“Structure of the [REDACTED] — The [REDACTED]”

Shanghai Taifu, Taizhou Taifu, Xiangshan Huajin, Nanshan
Dacheng and Sumitomo Corporation

the date, expected to be on or around [REDACTED], but no
later than [REDACTED], on which the [REDACTED] is
fixed for the purpose of the [REDACTED]

this document being issued in connection with the
[REDACTED]

each being a province or, where the context requires, a
provincial-level autonomous region or municipality under
the direct supervision of the central government of the PRC

Qingdao CIMC Container Manufacture Co., Ltd. (HEPE
R REARAT]), a  limited liability company
established in the PRC and a wholly owned subsidiary of
CIMC

Qingdao CIMC Eco-Equipment Co., Ltd. (& & HEIREER

AT BR 2N F]), a limited liability company established in
the PRC on June 8, 2007, and our wholly owned subsidiary
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DEFINITIONS

“Qingdao Reefer”

i)

“Qingdao Special Vehicle

“[REDACTED]”

“[REDACTED]”

“Regulation S”

“Remuneration Committee”

“[REDACTED]”

“RMB” or “Renminbi”

“Ruijiang Vehicles”

“SAFE”

“SAT”

“SCNPC”

“SDC”

“SDC Trailers”

Qingdao CIMC Reefer Trailer Co., Ltd. (75 & 4 1% 7 iy
AR, a limited liability company established in
the PRC on November 30, 2007, and our wholly owned
subsidiary

Qingdao CIMC Special Vehicle Co., Ltd. (5 & H4EH HH
A2 A, a limited liability company established in the
PRC on November 1, 2004, and our wholly owned
subsidiary

CIMC H Shareholder(s), whose name(s) appeared on the
register of members of CIMC on the [REDACTED],
excluding the [REDACTED]

April 9, 2019, being the [REDACTED] for determining the
[REDACTED] of the [REDACTED] to the [REDACTED]

Regulation S under the U.S. Securities Act

the remuneration committee of our Company

the [REDACTED] H Shares being offered by our Company
pursuant to the [REDACTED] at the [REDACTED] to the
[REDACTED] as the Assured Entitlement, which are to be
allocated out of the [REDACTED] as described in
“Structure of the [REDACTED]” in this document
Renminbi, the lawful currency of the PRC

our proprietary brand under CIMC Wuhu

State Administration of Foreign Exchange of the PRC (*[%]
[ ¢ S B A PRy )

State Administration of Taxation of the PRC (7 B [B KB %5
Ry

the Standing Committee of the NPC
our brand under SDC Trailers

SDC Trailers Ltd., a company incorporated in the UK, and
our wholly owned subsidiary
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DEFINITIONS

“Securities and Futures Ordinance”
or “SFO”

“SFC”

“Shandong Wanshida”

“Shanghai Stock Exchange”

“Shanghai Rongji Logistics”

“Shanghai Taifu”

“Share(s)”

“Shareholders(s)”

“Shenzhen CIMC Container”

“Shenzhen Longhui”

“Shenzhen Longyuan”

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

the Securities and Futures Commission of Hong Kong

Shandong Wanshida Special Purpose Vehicle Manufacturing
Co., Ltd. (HIFESFEIEREARAF), a limited
liability company established in the PRC on March 1, 2007,
and wholly owned subsidiary of CIMC Dongyue

the Shanghai Stock Exchange (i #6723 %) JIr)

Shanghai Rongji Logistics Co., Ltd. (2 M A BRA
), a limited liability company established in the PRC on
December 7, 2016

Shanghai Tai Fu Xiang Zhong Equity Investment Fund
Partnership (Limited Partnership) (i K&+ RAERE
EEABEEAEREY)), a limited liability partnership
established in the PRC on December 18, 2015, and the
promoter and Shareholder of our Company

ordinary shares in the capital of our Company with a
nominal value of RMB1.00 each, comprising Domestic
Share(s), Unlisted Foreign Share(s) and H Share(s)

holder(s) of our Share(s)

Shenzhen Southern CIMC Container Service Co., Ltd. (3|
MRS R A BRAF]), a private limited liability
company incorporated in the PRC on December 18, 1995,
and a wholly owned subsidiary of CIMC

Shenzhen Long Hui Gang Cheng Enterprise Management
Center (Limited Partnership) (GEYIITHE e 5 bk £ £ L
L(ABRA4)), alimited liability partnership incorporated in
the PRC on May 11, 2017, and a shareholder of Xiangshan
Huajin

Shenzhen Long Yuan Gang Cheng Enterprise Management
Center (Limited Partnership) (ﬁﬂllmﬁgﬁﬁyﬁi\%%@*
(A FRE%)), alimited liability partnership incorporated in
the PRC on April 29, 2016, and the promoter and
Shareholder of our Company
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DEFINITIONS

“Shenzhen Shengji Logistics”

“Shenzhen Stock Exchange”

“Sole Sponsor”

“Special Regulations”

“Specified Territories”

“Spin-off”

“State Council”

“Stock Exchange” or “Hong Kong
Stock Exchange”

“Strategy and Investment
Committee”

“subsidiary(ies)”

“Substantial Shareholder(s)”
“Supervisor(s)”

“Supervisory Committee”

Shenzhen Shengji Logistics and Transportation Co., Ltd. (%

YITHEY) FEMAR/AF), a limited liability company

established in the PRC on October 28, 2016, and wholly

owned subsidiary of Vanguard Trailer Rental

the Shenzhen Stock Exchange (#7535 )
[REDACTED]

Haitong International Capital Limited

the Special Regulations of the State Council on the Overseas

Offering and Listing of Shares by Joint Stock Limited

Companies (BB B A A7 FRA Rl 5SS SEEE e dn I b i

HHERIBLAE), promulgated by the State Council on August 4,

1994

[REDACTED]

the separate [REDACTED] of our Shares on the Main

Board, which is expected to be effected by way of the

[REDACTED], including the [REDACTED]
[REDACTED]

State Council of the People’s Republic of China (¥ AR
A0 I S )

[REDACTED]

The Stock Exchange of Hong Kong Limited

the strategy, development and investment review committee
of our Company

has the meaning ascribed to it in section 15 of the
Companies Ordinance

has the meaning ascribed to it under the Listing Rules
member(s) of our Supervisory Committee

the supervisory committee of our Company
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DEFINITIONS

“Taizhou Taifu”

“Takeovers Code”

“Track Record Period”

“UK”

“Unlisted Foreign Share(s)”

“US$”, “USD” or “US dollars”

“US”, “U.S.” or “United States”

“U.S. Securities Act”

“Vanguard”

“Vanguard National Trailer”

“Vanguard Trailer Rental”

“VAT”

Taizhou Tai Fu Xiang Yun Equity Investment Partnership
(Limited Partnership) (&M K& tFERERES B LEH
FRA5%)), a limited liability partnership established in the
PRC on November 28, 2017, and the promoter and
Shareholder of our Company

the Codes on Takeovers and Mergers and Share Buybacks
issued by the SFC, as amended, supplemented or otherwise
modified from time to time

the three years ended December 31, 2016, 2017 and 2018

the United Kingdom

[REDACTED]

unlisted ordinary share(s) of RMB1.00 each in the share
capital of our Company held by CIMC HK and Sumitomo
Corporation before the [REDACTED]

United States dollars, the lawful currency of the United
States

the United States of America, its territories, its possessions
and all areas subject to its jurisdiction

the United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

our brand under Vanguard National Trailer Corporation
Vanguard National Trailer Corporation, a company
incorporated in the United States, and our wholly owned
subsidiary

China Jiangsu Vanguard Trailer Rental Co., Ltd. (VL&
HEAA R/, a limited liability company established in
the PRC on August 4, 2017, and our non-wholly owned

subsidiary

value added tax
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DEFINITIONS

“Wanshida” our brand under Shandong Wanshida

“[REDACTED](s)” the [REDACTED](s) for use by the public who require(s)
such [REDACTED] to be issued in the applicant’s own
name

“White Form [REDACTED]” the application for [REDACTED] to be issued in the

applicant’s own name by submitting applications online
through the designated website of White Form
[REDACTED] www.[REDACTED].com.hk

“White Form [REDACTED] Computershare Hong Kong Investor Services Limited
Service Provider”

“Wuhan Shengji Logistics” Wuhan Shengji Logistics and Transportation Co., Ltd. (%
FHED M ER AR /A F]), a limited liability company
established in the PRC on November 4, 2016, and wholly
owned subsidiary of Vanguard Trailer Rental

“Xiangshan Huajin” Xiang Shan Hua Jin Industrial Investment Partnership
(Limited Partnership) (RIFESHEREA B LEARE
%)), (previously known as Xiang Shan Hua Jin Equity
Investment Partnership (Limited Partnership) (511134 /%
A A B CEERET))). a limited liability partnership
established in the PRC on November 22, 2017, and the
promoter and Shareholder of our Company

“[REDACTED](s)” the [REDACTED](s) for use by the public who require(s)
such [REDACTED] to be deposited directly into CCASS

“Zhenjiang Technology” Zhenjiang Shen Xing Tai Bao Technology Co., Ltd. (SH7T#
FTIRABHEA AT, a  limited liability company
established in the PRC on July 25, 2017

“%” per cent

EEINT3 LEINT3

In this document, the terms ‘associate, connected person, connected transaction,”
“controlling shareholder,” “holding company” and “substantial shareholder” shall have the
meanings given to such terms in the Listing Rules, unless the context otherwise requires.

Certain amounts and percentage figures included in this document have been subject to
rounding. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggregation of the figures preceding them. Any discrepancies in any table or chart between the total
shown and the sum of the amounts listed are due to rounding.

For ease of reference, the names of the PRC established companies or entities, laws or

regulations have been included in this document in both the Chinese and English languages and, in
the event of any inconsistency, the Chinese versions shall prevail.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains explanations of certain technical terms used
in this document. As such, these terms and their meanings may not correspond to standard
industry meanings or usage of these terms.

“center-axle trailer”

“fifth-wheel coupling”

“GB1589-2016”

“high-tensile steel”

“ISO 9001~

“KTL”

“powder coating”

“semi-trailer”

“swap body”

a trailer equipped with a single axle or a group of axles
which are positioned at or near the center of gravity,

the fifth-wheel coupling provides the link between a semi-
trailer and the tractor unit

a national standard in China which regulates the limits of
dimensions, axle load and masses for motor vehicles,
trailers and road trains

steel which can withstand great strain without breaking or
becoming deformed, having a yield strength range of 50,000
to 100,000 pounds per square inch

the criteria for a quality management system

a finished technological process used for coating of metal
surfaces with a thin, solid, one layer, and corrosion-resistant
organic coating

a type of coating that is applied as a free-flowing, dry
powder. The coating is typically applied electrostatically
and is then cured under heat to allow it to flow and form a
“skin”. The powder may be a thermoplastic or a thermoset
polymer. It is usually used to create a hard finish that is
tougher than conventional paint. Powder coating is mainly
used for coating of metals

any vehicle intended to be coupled to a motor vehicle in
such a way that part of it rests on the motor vehicle with a
substantial part of its weight and the weight of its load being
borne by the motor vehicle, and constructed and equipped
for the carriage of goods

an interchangeable freight container body which is fitted
with four fold-up legs under its frame. These legs allow the
swap body to be changed, or to be swapped from one
carriage to another, or to be left at a destination, without
using extra equipment
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“truck chassis”

“tractor unit”

“truck body for specialty vehicles”
and “truck body”

“twist locking device”

is the base frame of a specialty vehicle on which the truck
body is installed. It is the overall structure which binds the
parts and components, such as engine, tires, axles and
electrical systems, together. In China, a truck chassis is also
generally known as a Type 2 chassis (_FE%)

a heavy-duty towing engine that provides motive power for
hauling a towed or trailered load

a type of vehicle body, such as a dump bed or mixer, which
can be installed onto a truck chassis to form a fully-
assembled specialty vehicle, such as a dump truck or mixer
truck

part of a standardized rotating connector for securing
shipping containers. The primary uses are for locking a
container into place on a container ship, semi-trailer truck or
railway container train, and for lifting the containers by
container cranes and side lifters
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FORWARD-LOOKING STATEMENTS

This document includes forward-looking statements. All statements other than statements of
historical facts contained in this document, including, without limitation, those regarding our future
financial position, our strategy, plans, objectives, goals, targets and future developments in the
markets where we participate or are seeking to participate, and any statements preceded by,
followed by or that include the words “believe,” “expect,” “estimate,” “predict,” “aim,
“will,” “may,” “plan,” “consider,” “anticipate,” “seek,” “should,” “could,” “would,” “continue’’ or
similar expressions or the negative thereof, are forward-looking statements. These forward-looking
statements involve known and unknown risks, uncertainties and other factors, some of which are
beyond our control, which may cause our actual results, performance or achievements, or industry
results, to be materially different from any future results, performance or achievements expressed
or implied by the forward-looking statements. These forward-looking statements are based on
numerous assumptions regarding our present and future business strategies and the environment in
which we will operate in the future. Important factors that could cause our actual performance or
achievements to differ materially from those in the forward-looking statements include, among
others, the following:

ELINT3 ELINT3 LEINTS

intend,”

EEINT3 EEINT3

. our ability to successfully implement our business plans and strategies;

J future developments, trends and conditions in the industry and markets in which we
operate or into which we intend to expand;

. our business prospects;

. our capital expenditure plans;

. the actions and developments of our competitors;

. our financial condition and performance;

. capital market developments;

. our dividend policy;

. any changes in the laws, rules and regulations of the governments in the PRC, the US,

the UK and other relevant jurisdictions and the rules, regulations and policies of the
relevant governmental authorities relating to all aspects of our business and our business
plans;

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

. general political and economic conditions in which we have, or intend to have, business
operations;

. various business opportunities that we may pursue;

. macro-economic measures adopted by the PRC government to manage economic

growth; and

. changes in the global economic conditions and material volatility in the global financial
markets.
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Additional factors that could cause actual performance or achievements to differ materially
include, but are not limited to, those discussed under “Risk Factors” and elsewhere in this
document. We caution you not to place undue reliance on these forward-looking statements, which
reflect our management’s view only as of the date of this document. We undertake no obligation to
update or revise any forward-looking statements, whether as a result of new information, future
events or otherwise. In light of these risks, uncertainties and assumptions, the forward-looking
events discussed in this document might not occur. All forward-looking statements contained in this
document are qualified by reference to the cautionary statements set out in this section.
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RISK FACTORS

You should carefully consider all of the information in this document, including the risks
and uncertainties described in the following risk factors, when considering making an
investment in the H Shares being offered in the [REDACTED]. You should pay particular
attention to the fact that our business and operations are conducted substantially in the PRC
and are governed by a legal and regulatory environment which, in certain aspects, differs
from that prevailing in other countries. Our business could be materially and adversely
affected by any of the risks and uncertainties described below. The trading price of the H
Shares may decline due to any of the risks and uncertainties and you may lose all or part of
your investment. For details regarding the PRC and other related matters discussed below,
see “Regulatory Environment,” “Appendix VI-Summary of Principal Legal and Regulatory
Provisions” and “Appendix V-Summary of Articles of Association.” These factors are
contingencies that may or may not occur and we are not in a position to express a view on
the likelihood of any of such contingencies occurring. The information given is as of the
Latest Practicable Date unless otherwise stated, will not be updated after the date hereof, and
is subject to the cautionary statements in “Forward-Looking Statements.”

RISKS RELATING TO OUR BUSINESS

Significant changes in the general economic and market conditions as well as in the industry
standards in the regions where we operate could materially adversely affect market demand
for our products.

As a substantial part of our revenue is derived from China, North America and Europe, our
results of operations significantly depend on economic and market conditions in these regions.
Global demand for semi-trailers and truck bodies is influenced by various factors beyond our
control, such as the region’s economic growth, urbanization progress, infrastructure construction,
consumer spending and government policies. Also, demand for our products, such as chassis
trailers, may be adversely impacted if there is any significant slowdown in the growth of global
trade and exports. Uncertainties about PRC and global economic conditions could adversely affect
infrastructure spending and consumer confidence in response to uncertainties in political
environments, credit constraints, financial market volatility, higher unemployment rates,
government austerity programs, negative financial news, declines in disposable income or asset
values and other macroeconomic factors. These regional economic and worldwide conditions could
have a material adverse effect on demand for our products. For example, macroeconomic policies
in China which slow down infrastructure construction could dampen market demand for specialty
vehicles, particularly dump trucks and mixer trucks. As our SDC branded semi-trailers are
manufactured in the UK, market uncertainties associated with Brexit could adversely affect demand
for our products, such as curtain-side trailers. Our curtain-side trailers sold to Europe experienced
a RMB35.1 million decrease in revenue in 2018 compared to that in 2017, following the significant
increase in our sales of curtain-side trailers after the acquisition of SDC Trailer in the second half
of 2016, primarily due to the decreased demand for our curtain-side trailers in the UK resulting from
market uncertainties associated with Brexit.
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In addition, demand could differ materially from our expectations as a result of changes in
industry standards, particularly road transportation regulations and emission standards. For
example, the implementation of GB1589-2016 in July 2016 posed strict limits on the height and
length of trailers in China and set a new trend for PRC auto transporters to use center-axle trailer
systems, thereby reducing market demand for certain old models of semi-trailers, but also creating
demand for new types or models of trailers, in particular center-axle car carriers. In certain
countries where our operations are located, such as China, Thailand and Vietnam, the semi-trailer

industry is still evolving and it is possible that local industry standards and regulations may change
in ways unfavorable to the development of this industry. Future changes in industry standards or
relevant regulatory policies may have an adverse effect on our business prospects and results of
operations.

Furthermore, if changes occur to traffic patterns of goods transportation that lead to reduced
overall road transportation volumes, demand for our products will decrease and our business could
be adversely affected. For example, the PRC government promulgated policies in 2018 to encourage
railway transportation for bulk commodities, such as coal, coke and ores, in lieu of road
transportation. China has seen, and may continue to experience, a shift to the faster and more
cost-efficient railway transportation for transporting coal, ores and other bulk commodities, which
could have an adverse effect on the demand for our products, particularly fence trailers.

We are subject to the risks associated with international trades.

We generated 48.6%, 43.7%, and 42.5% of our revenue from overseas markets, primarily
North America and Europe, in 2016, 2017 and 2018, respectively. Margins on sales of our products
exported from China to overseas countries and on sales of products that include components
obtained from foreign suppliers, could be materially and adversely affected by international trade
regulations, including duties, tariffs and antidumping penalties. Our business and operations may be
adversely affected if any country which we export to imposes import restrictions or higher tariffs
on semi-trailers as trade barriers, or if similar restrictions were imposed by the PRC government on
our importation of certain raw materials.

If significant tariffs or other restrictions are placed on Chinese imports or any related
countermeasures are taken by China, our revenue and results of operations may be materially
affected. In March 2018, the US administration imposed a 25% tariff on steel and a 10% tariff on
aluminum imports from many countries, including China. In September 2018, the US administration
imposed a 10% tariff on US$200 billion worth of Chinese imports into the US, including
semi-trailers manufactured in China. On May 10, 2019, the US administration further raised the
tariffs from 10% to 25% on these Chinese imports, which was effective immediately, with a limited
extension for certain goods that were exported from China before May 10, 2019 and enter into the
US before June 15, 2019, Under this circumstance, if we are unable to increase our local production
capacity in the US, or raise prices for our US market to cover the cost of increased tariffs or if we

do not want to risk losing sales by passing on the potential cost increase to our US customers, our
sales volume and gross margin in North America may decrease, which, in turn, could adversely
affect our results of operations.

We cannot predict future trade policy or the terms of any renegotiated trade agreements and
their impact on our business. Any existing barriers to trade or newly implemented protectionist
measures imposed on our exports to our key overseas markets could adversely affect our exports to
these regions and, in turn, our results of operations and financial position.
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Our future success depends, in part, on our ability to expand our production capacity and to
further improve our productivity and upgrade our production facilities, which is subject to
risks and uncertainties.

Expansion of production capacity is crucial to our business operation and organic expansion,
including establishing new manufacturing plants and acquiring manufacturing equipment to
enhance economies of scale and meet increasing market demand. Equally, production facility
upgrading also plays a crucial role in our transitioning from a traditional manufacturer to a modern
manufacturer equipped with advanced technologies to cater to evolving customer demand and
preferences. In 2019, we expect to incur approximately RMB1.7 billion of capital expenditures for
developing production facilities in China, the US and the UK.

We plan our future production capacity based on our expectations regarding a number of
inherently uncertain factors, including anticipated demand for our semi-trailers and truck bodies
and general market conditions. Our production capacity may not match the market demand. If the
demand for any of our semi-trailers or truck bodies is lower than anticipated due to unforeseen
changes to consumer preferences or otherwise, our sales and profitability would suffer, we would
not achieve satisfactory returns from our investments in the expansion of production capacity and
development of new products, and we would likely incur higher production costs, all of which may
have a material adverse effect on our market position, financial condition and results of operations.
Conversely, our expansion and upgrading of production capacity may fail to meet the increasing
demand for our semi-trailers or truck bodies, in which case, our market share may be eroded.

In addition, our ability and efforts to adopt a new strategy to expand our capacity and upgrade
our production efficiency are subject to certain risks and uncertainties, such as our ability to raise
capital through equity or debt at reasonable cost, the reaction period needed to adapt to local
markets and to obtain the required permits, licenses and approvals from relevant government
authorities. There is no assurance that we will be able to obtain all relevant permits, licenses and
approvals for our future projects or our future plans for expanding our production capacity on a
timely basis or at all. Expansion of our capacity may also be disrupted by catastrophe or other
unexpected events.

Along with our digitalization of our “Light Tower” plants, we plan to adjust our management
and organization of these plants accordingly, in terms of both production process and technologies.
This would require our flexible decision-making process. Our officers might have limited
experience in managing upgraded plants due to the difference between these plants and traditional
production facilities. Therefore, we need to conduct training or recruit individuals with specialized
skills and knowledge. The loss of any of our management, operational and technical personnel’s
services could impede our ability to achieve our objectives, particularly in our ability to operate our
digitalized plants and, as such, would negatively impact our possible overall development.

Furthermore, system upgrades at our production facilities that impact ordering, production
scheduling and other related manufacturing processes are complex, and could impact or delay
production targets. Any of these could materially and adversely affect our business, financial
condition and results of operations.
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We may fail to implement and maintain effective quality control systems at our production
facilities, due to which we may face potential product liability and warranty claims or suffer
losses due to defective products.

We maintain strict quality control over the research and development, engineering and
manufacturing of our products and parts and components with an aim to demonstrate our ability to
provide products that meet customer, regulatory and statutory requirements. The manufacture and
sale of our products subject us to potential product liability claims if we fail to manage our quality
control effectively, and our products fail to perform as expected, or are proven to be defective, or
if they cause, result in, or are alleged to have caused or resulted in, personal injuries, or asset
damages. Any product liability claim, with or without merit, could prove costly and time-consuming
to defend and could potentially harm our reputation and image. Successful product liability claims
may require us to pay substantial damages.

Furthermore, certain product liability claims may be the result of defects from parts and
components purchased from third-party suppliers. While repair and replacement of certain parts and
components used in our products, such as truck chassis, are covered by the manufacturers of such
parts and components directly, rather than us. If such third-party suppliers fail to perform their
warranty obligations or indemnify us for the losses resulting from such defects and product liability
claims in full or at all, we may incur additional warranty costs or incurred costs may not be
recovered. In addition, a material design, manufacturing or quality-related failure or defect in our
products or other safety issues could each warrant a product recall by us and result in increased
product liability claims and/or regulatory actions. If we are found to be in material violation of
relevant laws and regulations, our business license to manufacture or sell relevant products could
be suspended or revoked, and we could be subject to civil and criminal liabilities.

We usually require complaints from end-user customers to be resolved promptly. However,
our product warranty provisions may not be adequate if any product liability or warranty claims are
made and we are held liable.

We may not be able to develop and introduce new products that meet changing market
demand or gain general market acceptance in a timely manner, and our research and
development may not always yield anticipated results.

The key to our future success is our ability to develop and introduce new products or models
that appeal to evolving customer preferences and enhance the performance and reliability of our
products. If our products are not well received by the market, or if we are unable to develop and
manufacture competitive products in response to market demand and industry standards, our future
development and market position may be significantly undermined, and our financial condition and
results of operations may be materially and adversely affected.

We may not be able to develop new products or models in a cost-effective manner and on a
timely basis, or at all. In addition, there is no assurance that any of our new products or models will
gain general market acceptance when we commercially produce them, even if they may have gained
recognition in terms of design or other aspects in the industry. The launch of a new product or model
requires substantial capital investment and generally higher initial production and marketing costs.
New products or models generally require an extended period to gain market acceptance. We expect
to continue to incur additional research and development expenses to develop new products. For
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example, we plan to develop high-end refrigerated trailers, which will be equipped with foamed
panels with lower heat leakage and better refrigerating performance, improved interior structural

design to guarantee even flow of cooling air, and multiple built-in electronic parts and smart

sensors. If market acceptance of any of our new products is lower, or requires more time, than we
anticipated, we may not achieve the intended economic return on our investment and our results of
operations and financial condition could be materially and adversely affected.

We rely on certain key raw materials, parts and components and utilities, such as steel, tires,
rims and axles in our manufacturing process, and any failure or shortage in the supply of such
key raw materials, parts and components and utilities may adversely affect our business.

Our business is subject to risks associated with failure or shortage in the supply of certain key
materials, parts and components and utilities required for the manufacture of our products, which
might be affected by various factors, including volatility in their prices, our relationship with
suppliers, changes in suppliers’ manufacturing capacity, availability of substitute materials,
interruptions in production by suppliers or supply chain, general economic conditions and natural
disasters and other factors out of our control.

If the commodity prices of our key materials, parts and components and utilities increase
significantly, our profitability may be adversely affected as we may not be able to increase the
prices of our products to offset the impacts. Any significant increase in the prices of utilities, any
shortage or government-imposed curtailment on utilities usage or any interruption in utilities supply
could increase our cost of sales and/or cause disruptions to our operations. This, in turn, may
adversely affect our business, results of operations and financial condition.

We generally have multiple suppliers for most of our raw materials, parts and components.
However, our customers may require certain raw materials, parts and components, such as
high-strength steel, from a specific manufacturer, which we can only source from a limited number
of suppliers. Furthermore, certain parts and components are manufactured based on each individual
product’s specifications and cannot be used in other products without further processing and
adjustments. Our ability to source such parts and components from alternative suppliers may be
limited. Any negative impact on the transportation of the key materials and parts and components
could adversely affect their supply and our overall procurement costs, business and operational
condition.

In addition, while we mainly commence production upon receiving orders from customers, we
usually do not maintain significant inventories of such key materials, parts and components. If our
suppliers experience any disruption in their production, assembly or logistics operations due to
equipment breakdowns, natural disasters, changes in industry standards or otherwise, we may not
be able to obtain sufficient key materials, parts and components in time to manufacture our products
and meet delivery schedules as agreed with our customers. We may also not be able to acquire such
key materials, parts and components from alternative suppliers upon commercially acceptable
terms, in satisfactory quality or in a timely manner. As a result, we may experience reductions in
the availability of production capacity, failures to comply with production specifications,
insufficient quality control, failures to meet production deadlines, increases in assembly costs and
longer lead time requirements.
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Further, we cannot assure you that our inventory management measures will be implemented
effectively so that we will not have significant levels of obsolete or excessive inventories. In the
event that there is a sudden decrease in the market demand for our products or in the event that our
new products do not successfully meet customer demand, we may experience slow movement of our
inventories. We may not be able to utilize or sell our inventories swiftly, and may face the risk of
inventory obsolescence. The slow movement of our inventories may, in turn, lead to an increase in
our inventory level and thus an increase in our inventory carrying costs or provision for impairment
of inventory. Increased inventories may adversely affect our pricing strategies, and we may be
forced to rely on markdowns or promotional activities to dispose of unsold items, which, in turn,
may adversely affect our financial condition and results of operations.

Furthermore, due to differences in timing between our purchases from suppliers and sales to
our customers, there is often a lead-lag effect that can negatively impact our margins in the short
term in the event of rising prices of materials, parts and components and utilities. If we fail to
effectively control the cost of our materials, parts and components and utilities or fail to pass the
increased cost to our distributors and end-user customers, our business, financial condition and
results of operations could be materially and adversely affected.

During the Track Record Period, our production operations were not materially affected by
any material failure or shortage in the supply of such key materials, parts and components and
utilities. However, there is no assurance that these will not occur in the future.

Any interruption in the operation of our manufacturing, delivery and assembly process may
have an adverse impact on our business.

Our 31 manufacturing and assembly plants are primarily located in China, North America and
Europe. In addition, as part of our global operations, we also manufacture certain semi-trailer
products in China and assemble them in our assembly plants overseas, and therefore we are
dependent on the cost-efficient delivery from our PRC plants to our destination plants. Any
interruption in our manufacturing, delivery and assembly process could materially affect our
business operations.

Manufacturing, assembly or transit to final locations may be disrupted for a variety of reasons,
including, but not limited to, equipment breakdowns, labor strikes or shortages, natural disasters,
component and material shortages, environmental noncompliance, commercial disputes, military
actions or information technology system failures such as power outages, computer viruses,
hardware and software failures, telecommunications failures, fires and other similar events to the
information technology system. A prolonged disruption in the operations of any of our production
facilities or any unforeseen delay in shifting our manufacturing operations to our new or upgraded
facilities, whether due to technical or labor difficulties or otherwise, could result in delays in the
shipment of products to our customers, increased costs and reduced revenue. In addition, upon the
completion of our planned new automated production facilities in the US, we expect to achieve cost
savings for manufacturing and assembling chassis trailers and refrigerated trailers locally in the US,
as compared to manufacturing the vehicles, in the case of chassis trailers, or major parts and
components, in the case of refrigerated trailers, in China for final assembly in the US, as we expect
that the decreases in transportation costs and costs incurred for import tariffs would outpace the
increases in procurement costs of raw materials and processing costs to be incurred for
manufacturing and assembling locally in the US. However, we cannot assure you that we can
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successfully realize our business plan if we experience any unforeseen material increases in costs
of raw materials procured locally in the US, labor costs for manufacturing locally in the US and
other production costs or any other unforeseen disruption in the manufacturing, assembly and
delivery process. We also depend on outsourced partners for transportation and logistics
management. While these arrangements may lower operating costs, they could also reduce our
direct control over production and distribution. We may experience operational difficulties with our
suppliers and outsourcing partners, including reductions in the availability of production capacity,
failures to comply with production specifications, insufficient quality control, failures to meet
production deadlines and longer lead times, any of which will disrupt our manufacturing and
assembly process and, in turn, adversely affect our business operations,

Increasing competition within the semi-trailer and truck body markets could have an adverse
impact on our ability to maintain competitiveness.

We may face significant competition in our manufacture and sale of semi-trailers and truck
bodies for specialty vehicles from foreign and domestic competitors. Competition in the global
market is based on a number of factors, including product pricing, product features and design,
quality, performance, innovation, reputation, energy efficiency, distribution and financial
incentives. Our competitors include large regional trailer manufacturing corporations. Certain of
our competitors might have greater financial, sales and marketing, manufacturing, research and
development or technological resources than us, and may be able to manufacture products on a
larger scale or with greater cost-efficiencies. Some of our specialized competitors may also have
more flexibility to develop alternative technologies or try out different product designs that
consumers may prefer over ours. Significant new competitors or increased competition from
existing competitors domestically or from other regions may adversely affect our business, results
of operations and financial condition.

If relevant authorities change the industry entry barriers and regulations relating to the
semi-trailer and truck body markets, we may face even more intense competition from current
players and new entrants in the semi-trailer and truck body markets. In addition, any consolidation
in the semi-trailer and truck body markets, with our competitors entering into strategic alliances,
may result in stronger competition for us and a decline in our relative market position. There can
be no assurance that we will be able to compete successfully, and failure to do so would have an
adverse effect on our business, results of operations and financial condition.

Our entry into new markets is subject to risks and restrictions.

We sell our products in China, North America, Europe and other regions, covering over 40
countries. We have experienced solid growth in the European market during the Track Record
Period following our acquisitions of LAG Trailers and SDC Trailers. We intend to expand our
business in overseas markets, as a result of which we are exposed to various risks and restrictions

associated with conducting business in foreign countries and regions, including:

. compliance with foreign laws, regulatory requirements and local industry standards, in
particular, those related to semi-trailers;

. exposure to litigation risks outside of China;
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. political and economic instabilities;

. high-entry barriers in certain developed foreign markets;

. foreign exchange rate exposure;

. unfamiliarity with local operating and market conditions;

. cultural and language barriers;

. trade restrictions, technology barriers, protectionism and economic sanctions;

. competition from other international semi-trailer or truck body manufacturing
companies;

. local practices on contract bidding and payments;

. difficulties with staffing and managing overseas operations, including managing an

increasing number of employees and complying with various labor regulatory
requirements of different jurisdictions;

. stringent environment, safety and labor standards; and

. managing relationships with, and collecting payments from, foreign customers.

Any of the foregoing and related risks and uncertainties could adversely affect our global
operations, which, in turn, could adversely affect our financial condition and results of operations.

Our global operations may expose us to commercial risks in corporate governance of overseas
subsidiaries.

Global operation exposes us to potential risks associated with deterioration in the business
performance of our overseas subsidiaries due to difficulties in corporate governance, which could
adversely affect our financial condition and results of operations. Our management team
experienced difficulties in cooperation with local managers at our overseas subsidiaries who had
different business views and everyday cultural norms, both in and out of the workplace. Risks in
corporate governance of overseas subsidiaries, including weakness in cultural awareness and
language skills, could cast extra difficulty in representing our business internationally and
integrating acquired overseas subsidiaries. Following our global acquisitions, we may not be able
to incentivize our local management team through an efficient system and thus align our interests
with the subsidiaries’ interests. If we cannot overcome the cultural barriers from networking and
participating in international partnerships or successfully align our interests with our subsidiaries’
interests, our international positions could be adversely affected.
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We may undertake acquisitions, investments, partnerships and new business lines, which may
not be successful.

We may be unable to conclude or successfully integrate acquisitions and strategic alliances.
We have, in the past, increased market positions in our product and service areas and entered into
new geographic and product areas through acquisitions and establishing strategic alliances locally
and may continue to do so in the future. There is no assurance that we will be able to identify
attractive and suitable acquisition targets or partners with whom to form strategic alliances, and
failure to do so in a timely manner, or at all, may affect our ability to realize our growth objectives.
In addition, there are inherent risks with acquisitions and business expansions, including obtaining
sufficient funding for our expansion and the enlarged operation and negotiating acquisitions on
favorable terms, and there can be no assurance that we will be able to achieve the strategic purpose
of any organic growth or acquisition.

In addition, such transactions and initiatives could require our management to develop
expertise in new areas, manage new business relationships, attract new types of customers and
specialize in, expand or enhance, technological capabilities. The diversion of our management’s
attention and resources could have a material adverse effect on our ability to manage our existing
business and operations, while incurring significant acquisition, administrative and other costs
related to the integration of acquired or restructured businesses.

There are risks and uncertainties related to these activities, including the difficulty of
integrating acquired operations, culture, personnel, technology and products, potential unforeseen
or hidden liabilities associated with an acquired company, undisclosed risks affecting an acquired
company, potential adverse effects on existing business relationships with current customers and
suppliers, difficulty of exercising control and supervision over the newly acquired operations and
failure to achieve the anticipated synergies, cost savings or revenues. In addition, any acquisitions
could involve the incurrence of substantial additional indebtedness or dilution of the equity interests
of our Shareholders. There is no assurance that we will be able to successfully integrate any
acquisitions that we undertake or that such acquisitions will perform as planned or prove to be
beneficial to our operations and cash flow. Each of these factors could have a material adverse effect
on our business, results of operations and financial condition.

Furthermore, we maintain long-term cooperative relationships with certain domestic and
foreign research institutions, universities and enterprises, forming alliances for research,
development, application and production. If we cannot maintain this partnership, our production of
several products and research and development capabilities to maintain leading market position and
sustainable growth and therefore our profitability, business and market share may be adversely
affected.

Failure to manage our relationships with our distributors or actions taken by them may
materially and adversely affect our results of operations and market position.

In addition to selling semi-trailers or truck bodies through our sales employees, we also sell
our products through distributors. In 2016, 2017 and 2018, we sold approximately 21.4%, 22.6%
and 24.8%, respectively, of our products through distributors. In addition, there is no assurance that
we will be able to renew our relationships with our distributors upon expiration of their contracts
with us. Any failure to maintain and expand our relationship with a substantial number of
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distributors could have a material and adverse effect on our ability to market and distribute our
semi-trailers or truck bodies successfully through our sales network, and, in turn, materially and
adversely affect our results of operations and market position.

Our distributors could experience one or more of the following events, any of which could
have a materially adverse impact on our results of operations, reputation, brand recognition and
market position:

. Any breach of our agreements with them, including sales of products or sales into
geographic regions that are in violation of agreed-upon exclusive distribution rights;

. Unauthorized use or misuse of our brand name;

. Failure to adequately promote our products;

. Failure to provide proper training and service to the end users of our products; or

. Violation of the anti-corruption laws of China, the US, the UK and other regions where
we operate.

Any noncompliance by our distributors with our agreements or relevant legal or regulatory
requirements could harm our corporate image and disrupt our sales. We have limited control over
our distributors. Our ability to successfully market and sell our products may be affected if any of
these distributors breach their agreements with us or violate relevant laws or regulations.

Our results of operations tend to fluctuate due to seasonality.

We operate in a cyclical industry that is subject to seasonal fluctuations in China and abroad.

The semi-trailer and truck body markets tend to be more active in peak months, typically during the

second quarter of the year. Purchases from our customers are highest during these spring months

when their daily operations are most active. Due to the seasonality of our business, the results of

any period of a vear are not necessarily indicative of the results that can be achieved for the full

car.

We may not be able to obtain adequate financing on commercially reasonable terms on a
timely basis, or at all, and any debt financing may contain covenants that restrict our business
or operations.

We require significant working capital for our operations and capital expenditures for our
expansion, to enhance global brand awareness and introduce new products and services. If capital
resources are not available, we may not be able to implement our strategy and future plans. We
expect our total indebtedness will continue to increase as a result of our business expansion.
Historically, we have generally relied on capital contributions from Shareholders, equity investment
from our Pre-[REDACTED] Investors, bank loans and related party loans as well as cash generated
from our operations to fund our operations and expansion. Our ability to obtain adequate external
financing depends on a number of factors, including our financial performance and results of
operations, as well as other factors beyond our control, including the global and PRC economies,
interest rates, the applicable laws, regulations, rules and conditions related to the semi-trailer and
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truck body industry and the geographical regions where we operate. There can be no assurance that
the cash flow generated by our operations will be sufficient to fund our future operations and
expansion plans, or that we will be able to obtain bank loans and other external financing on
commercially reasonable terms or on a timely basis, or at all. If we are unable to obtain financing
in a timely manner, at a reasonable cost, on commercially reasonable terms, or at all, our business
and operations may suffer, and the implementation of our expansion plans and our other strategies
may be delayed.

In addition, our current bank borrowings contain certain financial covenants which may
restrict our operations. Future borrowings may also include restrictive covenants. Failure by us to
meet payment obligations or to comply with any affirmative covenants, or violation on our part of
any negative covenants, may constitute an event of default on our borrowings. If any event of
default occurs, our financial condition, results of operations and cash flow may be materially and
adversely affected.

Furthermore, to the extent that our existing sources of capital are not sufficient to satisfy our
needs for future acquisitions or expansions, market changes or other developments, we may have
to seek external sources, including through the issuance of additional equity or debt securities in the
domestic or international capital markets or additional bank borrowings. Any future sale by us of
our equity securities or securities convertible into our equity securities is subject to a variety of
uncertainties and would dilute our Shareholders’ interests. The incurrence of additional debt would
also result in increased debt servicing obligations and may also result in restrictive covenants
limiting our shareholding structure, business and/or operations.

We are subject to risks relating to fluctuations in foreign exchange rates.

We are exposed to foreign exchange risk primarily through sales and purchases, capital
expenditures and expenses that are denominated in a currency other than the functional currency of
the relevant subsidiary. Our foreign currency exposure mainly arises from the exposure of Renminbi
against the US dollar, the British Pound and the Euro. A substantial portion of our borrowings as
of December 31, 2018 was denominated in the US dollar while the remaining borrowings were
denominated in other currencies, including the Euro. We use forward foreign currency contracts to
manage the potential impact of fluctuations in foreign currency exchange rates on our business over
time. We enter into interest rate swaps to mitigate floating interest rate exposure from long-term
borrowings. As of December 31, 2016, 2017 and 2018, the total notional principal amount of
outstanding contracts for interest rate and currency swaps was approximately RMB140.2 million,
RMB130.7 million and RMB284.3 million, respectively. As of December 31, 2016, 2017 and 2018,
the carrying amount of our foreign currency denominated monetary assets was RMB872.0 million,
RMB671.4 million and RMB800.4 million, respectively, while the carrying amount of our foreign
currency denominated monetary liabilities was RMB339.2 million, RMB222.6 million and
RMB243.3 million, respectively. In 2016 and 2018, we recorded net exchange gains on cash and
cash equivalents of RMB45.6 million and RMB42.8 million, respectively. In 2017, we recorded net
exchange losses of RMB34.7 million. See “Financial Information — Financial Risks — Foreign
Exchange Risk” and note 3.1(a)(i) to “Appendix I — Accountant’s Report” for a detailed analysis of
the exposure and potential impact of foreign currency fluctuations on our operations.
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_The exchange rates of Renminbi against foreign currencies, including the Hong Kong dollar,
are affected by, among other things, changes in the PRC’s political and economic conditions. The
currency devaluation of the Renminbi was intended to bring it more in line with the market by
taking market signals into account, but also to boost the competitiveness of the PRC’s exports. The
PRC government may make further adjustments to the exchange rate system in the future. With an
increased floating range of the Renminbi’s value against foreign currencies and a more
market-oriented mechanism for determining the mid-point exchange rates, the Renminbi may
further appreciate or depreciate significantly in value against the US dollar or other foreign
currencies in the long term. Any appreciation of the Renminbi against the US dollar or any other
foreign currency may result in a decrease in the value of our foreign currency-denominated revenue
or assets. We may also face more intense competition from imported semi-trailers and truck bodies
sold at a cheaper price due to the appreciation of the Renminbi or depreciation of foreign currencies.
Any appreciation of the US dollar, the Euro or other foreign currencies against the Renminbi may
cause an increase in the cost of imported raw materials, parts and components used by us, and, in
turn, may cause us to raise the prices of our products. Our results of operations in 2017 were
adversely affected by the appreciation of the Renminbi against other currencies, including, in
particular, the US dollar and there is no assurance as to how and to what extent the Renminbi
exchange rate will fluctuate against the US dollar or any other foreign currency in the future.

Furthermore, we are also subject to translation risks as our consolidated financial statements
are denominated in Renminbi while the financial statements of certain of our subsidiaries are
measured and presented in foreign currencies. All the above-mentioned changes may affect the

effectiveness of our hedging activities and we cannot assure you that we may be able to effectively
hedge our foreign currency exposure, or at all.

Any loss of, or significant reduction in, the preferential tax treatment and government grants
we currently enjoy, or our noncompliance with the relevant tax laws and regulations, may
adversely affect our financial condition.

We and some of our subsidiaries are entitled to preferential tax treatment and government
grants as prominent and new technology enterprises, allowing us to have a lower tax rate than would
otherwise be available to us. Our effective income tax rates were 26.4%, 20.5% and 20.7% in 2016,
2017 and 2018, respectively. We plan to apply for the extension of such preferential tax treatment
before expiration. However, there cannot be any assurance that we will be granted such extension,
and, if we are not, it would result in an increase of our effective income tax rate. To the extent that
there are any changes in, or withdrawals of, any preferential tax treatment applicable to us, or
increases in the tax rate, our tax liability would increase correspondingly. In addition, the PRC
government from time to time adjusts or changes its policies on value-added tax, business tax and
other taxes. Such adjustments or changes, together with any uncertainties resulting therefrom, could
have an adverse effect on our results of operations.

We have received government grants in the form of subsidies jn relation to our contribution
to the local economies and our research and development projects. In 2016, 2017 and 2018, our
government grants amounted to approximately RMB42.7 million, RMB43.9 million and RMB42.4
million, respectively. These government grants are mostly non-recurring in nature, and there can be
no assurances that we will continue to receive similar levels of government grants, or at all. Any
loss of, or reduction in, government grants may adversely affect our financial condition and results
of operations. See note 7 to “Appendix I — Accountant’s Report” for further details.
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The amounts of, and conditions attached to, such preferential tax treatment or government
grants are determined and paid at the sole discretion of the respective local government authorities.
There can be no assurance that the amount of preferential tax treatment or government grants given
to these subsidiaries in the past will be granted to them, or that the amount of any such grants will
not be reduced in the future. Even if we continue to be eligible to receive such grants, there is no
assurance that the grants will be unconditional or that any conditions attached to the grants will be
as favorable to us as they have been historically. If such preferential tax treatment is amended,
abolished or otherwise no longer granted to us, our after-tax financial results could be adversely
affected.

We may not be able to successfully protect our intellectual property rights.

Our commercial success depends in part on our ability to obtain and maintain trade secrets,
patents and other intellectual property rights for our products, technologies, designs and know-how
as well as our ability to successfully protect our intellectual properties and to defend ourselves
against third-party challenges.

We rely on trade secret protection and confidentiality and non-competition agreements to
safeguard proprietary know-how that is not patentable or for which patents are difficult to enforce,
and there is no assurance that we will be able to enter into new trade secret protection and
confidentiality and non-competition agreements where necessary or desirable, or renew the existing
ones upon their expiration. The departure of any of our personnel in possession of our sensitive and
confidential proprietary information, or breach by any personnel management of his or her
confidentiality and non-disclosure, or non-competition, undertaking to us, could compromise the
protection of our intellectual property. If we fail to protect our intellectual property rights, we may
lose our competitiveness, or be required to incur additional development or production costs to
maintain our competitiveness. Our business and prospects may be harmed if we cannot adequately
protect our intellectual property rights, and litigation to protect our intellectual property rights may
be costly and may not be resolved in our favor.

In addition, the protection of our intellectual property rights in China may not be as effective

or certain as in more developed countries. Although the PRC has established laws and regulations
to protect intellectual property rights, the enforcement of such laws and regulations may still be
insufficient to render adequate protection of our intellectual property rights. Our business may be
adversely affected if we are unable to effectively protect our patents from unauthorized use by third
parties. In addition, if third parties unlawfully pass off their products as our products, we may face
difficulties and costly litigation in enforcing our intellectual property rights. Moreover, there is no
assurance that any patent or registered trademark owned by, or licensed to, us will be enforceable
or will not be invalidated, circumvented or otherwise challenged in China or foreign countries or

that the rights granted will provide competitive advantages to us or that any of our pending or future
patent applications will be issued with the scope of the claims sought by us, if at all.

Our competitive position may be undermined if we do not adequately protect our intellectual

property rights, which may have a material adverse effect on our business, results of operations and
financial condition.
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We may face claims for improperly using intellectual property owned by others or otherwise
infringing their rights in intellectual property.

In the course of our business, we may receive claims of infringement or otherwise become
aware of potentially relevant patents or other intellectual property rights held by other parties. If
any claims are brought against us for such infringement, irrespective of whether they have merit,
we could be required to expend significant resources in defending against such claims. The defense
of intellectual property suits, patent opposition proceedings and related legal and administrative
proceedings can be both costly and time-consuming and may significantly divert the efforts and
resources of our technical and management personnel. Furthermore, we may compete with
manufacturers that hold significant patent portfolios. As patent applications in many jurisdictions
are kept confidential for an extended period before they are published, we may be unaware of
pending patent applications that relate to our products or processes. If there is a successful claim
of intellectual property infringement against us, we might be required to pay substantial damages
to the party claiming infringement, refrain from further sale of our products, develop non-infringing
technology or enter into costly royalty or license agreements on an ongoing basis. Parties asserting
infringement claims may also be able to obtain an injunction against us, our distributors or our
end-user customers regarding the products or services we offer that contain the allegedly infringing
intellectual property. Protracted litigation could also discourage certain of our customers from
purchasing our component products, even after the resolution of such litigation. For instance, we
encountered a claim of intellectual property theft even though the claimant conceded that it has
neither applied for patents nor filed any lawsuits against us. If any such claim against us has any
merit, our brand recognition and business operations may be adversely affected.

Furthermore, we have historically obtained, and may continue to obtain, technologies and
other intellectual properties from third parties through acquisition or licensing arrangements. We
may not be familiar with the laws and regulations with respect to intellectual properties of foreign
jurisdictions, and we cannot guarantee that there will not be any dispute between us and a foreign
vendor of technologies, which may have a material and adverse effect on our business prospects,
results of operations and financial condition. If we cannot use any of such technologies or
intellectual properties as we expect, there could be a material adverse effect on our ability to keep
up with technological developments. In addition, if we fail to maintain or renew any significant
technology or other intellectual property licensing arrangements for any reason, our business,
results of operations and financial condition will be materially and adversely affected.

Any of these events or occurrences may materially and adversely affect our business, financial
condition and results of operations.

If we fail to protect or cultivate our brand image or enhance our brand recognition, our results
of operations and market position may be adversely affected.

Maintaining and enhancing the recognition, image and acceptance of our brands is critical to
our ability to differentiate our products and services from, and to compete effectively with, our
competitors. The success of our brands depends on our design and marketing efforts, including
advertising and consumer campaigns, and product innovation, as well as a number of factors that
are beyond our control, such as different customer demand and changing market trends. Costs
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associated with the promotion of our brands can be significant, and we incur substantial expenses
to establish our brands in new markets. Expenses related to the promotion of our brand may have
an adverse impact on our results of operations if we do not produce the desired outcomes.

Our reputation could also be adversely impacted in the event of a significant product recall
or product-related litigation. Given the association of our individual products with our overall
brand, an issue with one of our products could negatively affect demand for our other products, or
our reputation as a whole, which could have an adverse impact on our business, results of operations
and financial condition. In addition, adverse publicity about regulatory or legal action against us
could damage our reputation and brand image, undermine customer confidence in us and reduce
long-term demand for our products. Further, negative posts or comments about us on social
networking platforms and other websites that spread rapidly through such forums could seriously
damage our reputation and brand image.

If we are unable to maintain and enhance our brand recognition, our business, results of
operations and financial condition could be adversely affected.

Any product recall could have a material and adverse impact on our results of operations,
financial condition and growth prospects.

Like all other vehicle manufacturers in China, we are subject to the Regulation on the
Administration of Recall of Defective Auto Products (#FE 755z fi 4 [ HEH ) promulgated by
the State Council on October 22, 2012.

If any of our products prove to be defective, we may also need to recall and/or redesign such
products. Recalls could involve significant expenses and take up the valuable time of our
management, which could materially and adversely affect our business prospects, results of
operations and financial condition. Although the suppliers of our various raw materials, parts and
components are responsible for all expenses for recalls related to defects of such materials or
components that they supply to us, there is no assurance that our suppliers will always be able to
cover these expenses or sufficiently compensate us for any expenses incurred by us, if at all. As a
result, we may have to bear all or a portion of the losses and expenses relating to any recall to the
extent that such losses and expenses are not covered by our suppliers.

In addition, recalls may have a material adverse effect on customers’ confidence in the quality
and safety of our affected brands and our reputation and image, which could, in turn, reduce demand
for our semi-trailers and truck bodies. Any recall by us could have a material and adverse impact
on our sales and, in turn, our results of operations, financial condition and prospects. We have not
suffered material losses from product recall or liability claims during the Track Record Period.
However, the materialization of any of the above risks may result in material adverse effects on our
business, results of operations and financial condition, as well as our brand image and reputation.

The use of the “CIMC” brand name by members of CIMC Group may expose us to
reputational risks if these entities take actions that damage the “CIMC” brand name.

CIMC Group, our Controlling Shareholder, is a global leading equipment and solution
provider in the logistics and energy industries. As the “CIMC” brand name is also used by members

of CIMC Group, if any of these entities take any action that damages the “CIMC” brand name or
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corporate image, or if any material negative publicity is associated with any of these entities, for
example, as a result of regulatory investigations into, or other proceedings involving, wrongdoing
or corrupt practices engaged in by any directors, management personnel or employees, our
reputation, business, growth prospects, results of operations and financial condition may be
adversely affected.

Our operations require extensive governmental permits, licenses, approvals and certificates,
the revocation, cancelation or non-renewal of which could significantly hinder our business
and operations, and we are subject to periodic inspections, examinations, inquiries and audits
by regulatory authorities.

We are required to obtain and maintain valid permits, licenses, certificates and approvals from
various governmental authorities or institutions under relevant laws and regulations for some of our
businesses, including, without limitation, our land use rights documents, planning permits,
construction permits, and certificates or confirmations of completion and acceptance. Each approval
is dependent on the satisfaction of certain conditions. We must comply with the restrictions and
conditions imposed by various levels of governmental agencies to maintain our permits, licenses,
approvals and certificates. We are also subject to routine or special inspections, examinations,
inquiries and audits by governmental authorities at various levels as part of the process of
maintaining or renewing our permits, licenses or certificates. If we fail to comply with any of the
regulations or satisfy any of the conditions required for the maintenance of our permits, licenses,
approvals and certificates, our permits, licenses, approvals and certificates could be temporarily
suspended or even revoked, or the renewal thereof, upon expiry of their original terms, may be
delayed or rejected, which could materially and adversely impact our business, financial condition
and results of operations.

During the Track Record Period and up to the Latest Practicable Date, we have not
experienced any revocation or cancelation of our major permits, licenses, approvals and certificates.
The government authorities could adopt more stringent industry policies, regulations and measures
in the future. There is no assurance that we will be able to maintain or renew our existing permits,
licenses, approvals and certificates or obtain future permits, licenses, approvals and certificates
required for our continued operation on a timely basis, or at all. In the event that we fail to comply
with applicable laws and regulations or fail to maintain, renew or obtain the necessary permits,
licenses, approvals or certificates, our qualification to conduct our various businesses may be
adversely impacted.

Our labor costs may increase for reasons such as the implementation of more stringent
requirements regarding fixed-term employment, the minimum wage and paid annual leave.

In 2016, 2017 and 2018, our employee benefit expenses were RMBI1,425.3 million,
RMB1,590.6 million and RMB1,861.9 million, respectively.

The PRC government has continued to introduce various new labor-related regulations after
the promulgation of the PRC Labor Contract Law, imposing greater obligations on employers and
significantly affecting the cost of an employer’s decision to reduce its workforce. Among other
things, the paid annual provisions require that paid annual leave ranging from five to fifteen days
be available to nearly all employees, and further require that employers compensate an employee
for any annual leave days the employee is unable to take in the amount of three times of such
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employee’s daily salary, subject to certain exceptions. According to the PRC Social Insurance Law
(H#HE N RILFNE AT & AR PR 7%) and Regulations on Management of Housing Provident Fund (52
FE & L5 49]), employees must participate in pension insurance, work-related injury insurance,
medical insurance, unemployment insurance, maternity insurance and housing provident fund and
employers must, together with their employees or separately, pay for social insurance premiums and
the housing provident fund for such employees.

As a result of the implementation of these rules and regulations, designed to enhance the
standard of labor protection, our total labor costs have significantly increased in recent years and
may continue to increase as a result of these, or similar, legislation changes or market dynamics.
Furthermore, as the interpretation and implementation of these new laws and regulations are still
evolving, there can be no assurance that our employment practice will at all times be deemed fully
in compliance, which may cause us to face labor disputes or governmental investigation.

We also conduct manufacturing, assembly and sale of our products in overseas countries and
regions, some of which might be experiencing rapid social, political and economic change, which
could bring about increased labor costs and other related costs that could make doing business in
such countries less advantageous than in prior years. Increased labor costs in our overseas markets
could adversely affect our business, results of operations and financial condition.

There have been instances of shortages in labor supply in industries, including manufacturing,
in China and globally in recent years, and these are generally expected to increase. In the event of
future labor shortages, we may have difficulties recruiting or retaining labor for our production
facilities or may face increasing labor costs. In such event, our business and results of operations
may be adversely affected.

If we fail to attract and retain directors, senior management and key technical, sales and
experts in other fields, our business and prospects may be adversely affected.

We rely to a significant extent upon experienced and talented directors, senior managers and
highly skilled personnel to operate our business and develop new products, especially during
periods of rapid growth or technical change. In particular, our focus on introducing products with
high quality, improved features and advanced manufacturing processes means that we must
promptly recruit engineers and technical experts with expertise in cutting-edge technologies and
relevant rich experiences. There is substantial competition for top research and development and
engineering personnel in our industry, both in China and the overseas jurisdictions in which we
operate, and there can be no assurance that we will be able to attract or retain such personnel.

The loss of the services of any of our directors, senior managers and highly skilled technical
personnel without adequate replacement, or the limited ability to attract new qualified personnel,
would have a material adverse effect on our business, results of operations and financial condition.
High turnover of directors, senior management and technical personnel could adversely affect our
existing customer relationships, our operations and our development as well as hinder our future
recruiting efforts. In addition, we must successfully integrate any new management personnel in
order to achieve our operating objectives. Changes in key management positions may temporarily
affect our operations as new management will need time and further effort to become familiar with
our business and our operations.
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We expect to increase our effort to recruit, train and retain more industry and technical experts
to fulfill our future business plans. If we are unable to recruit or retain experienced senior
management and key technical experts in the future, our business operations will be adversely
affected.

We are subject to environmental regulations and may be exposed to potential costs for
environmental compliance or monetary damages, fines and other liabilities as well as negative
publicity and damage to our brand name and reputation for environmental noncompliance.

We are subject to extensive national and local environmental laws and regulations governing
pollution, noise emissions, hazardous substances, water and waste discharge and management, and
other environmental matters relating to our properties and operations. Our products must comply
with the applicable safety, exhaust and performance standards adopted by the respective
jurisdictions into which we sell our products. We are also subject to periodic monitoring by
environmental protection authorities in various jurisdictions.

For example, the construction and operation of our production facilities may have an impact
on the environment. There is no assurance that our facilities and equipment will maintain a
condition that continuously meets at all times all the standards under applicable environmental laws
and regulations. Any violation of these laws and regulations may result in substantial fines,
revocation of operating permits, shutdown of our facilities and obligations to take corrective
measures.

Moreover, there is a growing global consumer focus on the environmental practices of
manufacturers. Additionally, more stringent social responsibility laws and regulations may be
adopted in the future, which may result in an increase in our cost of compliance. Compliance with
such regulations is considered costly industry-wide. In the past, there have been cases where we
found deficiencies in our environment law-related compliance practice, although none has resulted
in a material adverse effect on our business or results of operations. See “Business—Environmental
Matters.” Any material failure to comply could subject us to fines, penalties, legal judgments or
other costs, which may adversely affect our results of operations and financial condition.

Insurance coverage for our business, products and properties may not be sufficient.

We currently have insurance coverage for our properties, plant and equipment and inventories,
which we consider to be exposed to major business risks. We do not, however, carry business
interruption insurance and insurance in respect of certain risks that we believe are not insured under
customary industry practice in China, or which are uninsurable on commercially acceptable terms,
if at all, such as those caused by war and civil disorder. The development of the PRC insurance
industry remains immature. As such, insurance companies in China offer a limited number of
commercial insurance products. Accordingly, there may be circumstances in which we will not be
covered or compensated, in part or at all, for specific losses, damages and liabilities. In addition,
we are subject to the risks of losses arising from the misappropriation of cash or other assets by our
employees or third parties, which losses may not be sufficiently covered by our insurance policies.
For the commercial insurance that we maintain, any uninsured loss or damage to property, litigation
or business disruption may result in us incurring substantial costs or diverting our resources, which
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could have an adverse effect on our results of operations. Any risk that is not adequately covered
by insurance, or incurred as our business operations are interrupted for a significant period of time,
may have an adverse effect on our business, results of operations and financial condition.

Any interference to our rights to use the land or premises on which our production facilities,
warehouses and office spaces are situated may negatively impact our business and results of
operations.

As of December 31, 2018, in relation to our owned buildings, we were in the process of
obtaining the building ownership certificates of 85 buildings with a gross floor area of
approximately 548,350 square meters. As of December 31, 2018, in relation to our leased land and
buildings, the relevant lessors did not possess, or provide us with, any title certificates for two
parcels of land with a total area of approximately 2,093 square meters and eight leased buildings
or units with an aggregate gross floor area of approximately 1,778 square meters. In addition, the
land use right of another parcel of our leased land, with a site area of 200 square meters, had been
allocated by government to the relevant lessor, who provided us the title certificate but failed to
provide the relevant government approval for leasing. See “Business—Properties” for further details.

We may need to relocate or remove our existing sites, facilities and other assets due to failure
to obtain title certificates of land and buildings, property leasing agreements, and/or other property
or contractual rights to the land or premises on which our sites are situated. From time to time, we
may also experience disputes or disagreements with landowners, lessors or local governments
regarding the terms of the lease or the permitted use of certain premises, which can affect our ability
to access and operate our sites. Further, landowners, lessors or local governments may choose not
to renew leasing agreements with us or grant access to us. They may lose their rights to the land
or premises or transfer their interests to third parties, or they may re-enter the land or premises,
which could affect our ability to renew leasing agreements on commercially reasonable terms. In
addition, there can be no assurance that the relevant government authorities will not amend or revise
existing property laws, regulations or rules to require additional approvals, licenses or permits, or
to impose stricter requirements on us to obtain or maintain relevant title certificates for the
properties that we occupy. Many of our sites are located on premises we lease pursuant to long-term
leasing agreements. Any interference to our rights to use the land and premises on which our sites
are situated may have negative effects on our business, financial condition and results of operations.

We may not be able to detect and prevent fraud or other misconduct which may be committed
by our employees or third parties.

We may be exposed to fraud, bribery or other misconduct committed by our employees,
suppliers, agents, customers or other third parties that could subject us to financial losses and
regulatory penalties and adversely affect our reputation. Our internal control procedures are
designed to monitor our operations and ensure overall compliance. However, our internal control
procedures may be unable to identify all noncompliance incidents or suspicious activities in a
timely manner or at all.
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Furthermore, bribery, including acceptance of kickbacks, bribes or other illegal benefits or
gains by our employees or third parties, such as our agents or suppliers, in our ordinary course of
business may be difficult to detect and the precautions we take to prevent and detect such activities
may not be effective. Our failure to detect and prevent bribery and other misconduct may have a
material adverse effect on our business and reputation.

CIMC, as our Controlling Shareholder, can exert significant influence on our Company and
could cause our Company to act in a way that may not be in the best interests of our
Company’s minority Shareholders.

CIMC will be able to exercise approximately [REDACTED]% of the voting rights of our
Company immediately after the completion of the [REDACTED] (assuming the [REDACTED] is
not exercised). Subject to our Articles of Association and applicable laws and regulations, CIMC
could control or influence our Company’s major policy decisions, including, but not limited to,
those relating to our overall strategy and investment, such as:

. the selection of senior management members;

. the material business decisions of our Group;

. the approval or rejection of our dividend distribution plans; and

. the approval or rejection of our annual budget, investment, financing and operation
plans.

To the extent that our Controlling Shareholder has interests that conflict with our other
Shareholders, it may take actions in its capacity as the Controlling Shareholder that may not be in
the best interests of our minority Shareholders.

Our goodwill may become impaired.

As of December 31, 2016, 2017 and 2018, we had goodwill in the amounts of RMB414.1
million, RMB421.1 million and RMB417.6 million, respectively. After initial recognition, we
determine whether goodwill is impaired annually or more frequently if events or changes in
circumstances indicate that the carrying value may be impaired based on an estimation of the value
in use of the cash-generating units to which the goodwill is allocated. We cannot assure you that
our goodwill will not be impaired in the future, in which case our results of operations may be
materially and adversely affected.

Our deferred income tax assets are subject to future uncertainties.

In the application of our accounting policies, our management is required to make judgments,
estimates and assumptions about the carrying amounts of certain assets and liabilities that are not
readily apparent from other sources. The estimates and associated assumptions are based on
historical experience and other factors that are considered relevant. Therefore, actual results may
differ from these accounting estimates. See note 35 of the Accountant’s Report set out in Appendix
I to this document. As of December 31, 2016, 2017 and 2018, we recognized deferred income tax
assets of RMB183.4 million, RMB202.7 million and RMBI185.9 million, respectively. The
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temporary differences between the carrying amount of our assets and liabilities in the financial
statements and their tax bases give rise to deferred income tax assets or liabilities. We recognize
deferred income tax assets based on our estimates and assumptions that they will be recovered from
taxable income arising from continuing operations in the foreseeable future. If sufficient profits or
taxable temporary differences are not expected to be generated or are less than expected, our
deferred income tax assets should be reversed immediately.

We are exposed to credit risk.

We are exposed to credit risk in relation to our cash and cash equivalents, restricted cash, trade
and bill receivables, other receivables and financial guarantee contracts issued. To manage risk
arising from cash and cash equivalents, and restricted cash, we only transact with state-owned or
reputable financial institutions in the PRC and reputable international financial institutions outside
the PRC. To manage risk arising from trade receivables, we have in place monitoring procedures
to ensure that follow-up actions are taken to recover overdue debts. In addition, we regularly review
the recoverability of these receivables at the end of each reporting period to ensure that adequate
impairment losses are accounted for with respect to irrecoverable amounts. However, there is no
assurance that we will be able to collect or settle all or any of our receivables in a timely manner,
or at all. If any of our transaction partners face unexpected situations, including, but not limited to,
financial difficulties, we may not be able to receive full or any payment of uncollected sums. Such
default or delay in repayment may materially and adversely affect our business, financial condition
and results of operations.

Moreover, we offer tripartite financing arrangements with certain PRC commercial banks or

other non-bank financial institutions to our customers, which are qualified under the requirements

from us and the commercial banks. There can be no assurance that such customers we offer tripartite

financing arrangement to would not suffer any deteriorating financial situation or fail to meet the

requirements we and the commercial banks imposed on them. If our customers default on such

arrangements and we are required by the commercial banks to perform guarantor’s duty under

tripartite agreements, our business and operations may also suffer accordingly.

Our results of operations, financial condition and prospects may be adversely affected by fair
value changes in our financial assets at fair value through profit or loss due to the uncertainty
of accounting estimates in the fair value measurement with the use of significant unobservable
inputs in the valuation techniques, and we are subject to risk due to exposure to derivative
financial instruments.

During the Track Record Period, our financial instruments requiring level 3 measurements
under the fair value classification primarily included bank wealth management products we
purchased from financial institutions. As of December 31, 2016, 2017 and 2018, our financial asset
at fair value through profit and loss amounted to nil, RMB408.0 million and nil, respectively, which
were all classified as level 3 financial assets in terms of inputs to valuation techniques used to
measure fair value. See note 3.3 of the Accountant’s Report included in Appendix I to this document
for more details of fair value measurement.

The wealth management products are measured at fair value with significant unobservable
inputs used in the valuation techniques and the changes in their fair value are recorded in our
consolidated income statements, and therefore directly affect our results of operations. We did not
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incur any fair value losses for financial assets at fair value through profit or loss during the Track
Record Period. However, we cannot assure you that we will not incur any such fair value losses in
the future. If we incur such fair value losses, our results of operations, financial condition and
prospects may be adversely affected.

We enter into interest rate and currency swap arrangements to mitigate floating investment
rate exposure from long-term borrowings. As of December 31, 2016, 2017 and 2018, our total
notional principal amount of outstanding contracts for interest rate and currency swaps was
approximately RMB140.2 million, RMB130.7 million and RMB284.3 million, respectively, our
derivative financial instruments assets amounted to RMB1.3 million, RMB1.5 million and RMB3.5
million, respectively, while our derivative financial instruments liabilities amounted to RMB4.2
million, RMB1.4 million and RMBO0.4 million, respectively. However, we cannot assure you that we
will not incur any such fair value losses in the future, under which our financial condition and
prospects may be adversely affected.

Our operations are subject to operational hazards, adverse weather conditions, natural
disasters and occupational hazards.

Some of our production facilities, raw materials, parts and components and certain finished
products may be potentially destructive and dangerous under uncontrollable or catastrophic
circumstances, including operational hazards, fires and explosions, as well as floods, earthquakes
and major equipment failures, for which we cannot obtain insurance at a reasonable cost, or at all,
or have enough insurance coverage. Our operations are also subject to a number of operational risks,
some of which may be beyond our control. These operational risks include unexpected machinery
maintenance of critical equipment that is essential to our operations. Should we experience
machinery and equipment damage or failure and if we are unable to make the necessary repairs or
replacements in a timely manner, our operations may be temporarily disrupted or suspended, which
would lead to an increase in our labor costs or result in property damage, or affect our results of
operations.

Moreover, we operate in an industry that involves occupational hazards. We may experience
difficulties in operations as a result of factors including, but not limited to, adverse weather
conditions, and failure of employees to follow proper safety procedures. In addition, any outbreak
of a contagious disease, such as severe acute respiratory syndrome, Middle East respiratory
syndrome or avian influenza, could disrupt our manufacturing schedule and ordinary course of
operations.

Many of our markets have experienced natural disasters such as earthquakes and floods in the
past few years. Any future occurrence of severe natural disasters may materially and adversely
affect the market’s economy and therefore our business. There is no assurance that any future
occurrence of operational hazards, adverse weather conditions, natural disasters and occupational
hazards, or the measures taken by local or other governments in response to hazards, will not
seriously disrupt our operations or those of our customers, which may have a material and adverse
effect on our business and results of operations.
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RISKS RELATING TO THE PRC

Changes in political or economic policies, and a slowdown in the PRC’s economy, may have an
adverse effect on our results of operations and financial condition.

A substantial portion of our business, assets and operations is located in China and a
substantial part of our revenue is generated from products produced and sold in the PRC, and we
expect this situation to continue in the near future. Demand for our semi-trailers and truck bodies
correlates with the pace of economic growth in the PRC and, as a result, our results of operations
and prospects are, and will continue to be, subject to political, economic and legal developments
in the PRC to a significant degree. The PRC economy differs from the economies of developed
countries in many respects, including the extent of government involvement, allocation of
resources, capital reinvestment, levels of development, growth rate, and control of foreign
exchange. Although the PRC has been one of the world’s fastest growing economies in recent years,
as measured by GDP, such growth may not be sustainable in the future. The PRC government has
implemented various measures to encourage economic growth and guide the allocation of resources,
but some of these measures, such as the introduction of measures to control consumer prices, or
reduce growth, changes in the rates or methods of taxation, or the imposition of additional
restrictions on currency conversions and remittances abroad, may lead to changes in market
conditions and could materially and adversely affect our business, financial condition and results
of operations. If the PRC economy experiences significant adverse changes due to any of the
foregoing reasons, demand for our semi-trailers and truck bodies and our ability to maintain our
operations may suffer, which will consequently have a material adverse effect on our financial
condition, results of operations and our future prospects.

Uncertainties with respect to the PRC legal system could have a material adverse effect on us.

A substantial portion of our business and operations is conducted in the PRC and is governed
by PRC laws, regulations and rules. The PRC legal system is a civil law system based on written
statutes. Prior court decisions may be cited for reference but have limited precedential value. Since
the late 1970s, the PRC government has significantly enhanced PRC legislation and regulations to
provide protections to various forms of foreign investments in the PRC. However, the PRC has not
developed a fully integrated legal system and recently enacted laws and regulations may not
sufficiently cover all aspects of economic activities in the PRC. As many of these laws, regulations
and rules are relatively new, and because of the limited volume of published decisions and their
non-binding nature, the interpretation and enforcement of these laws, regulations and rules may
involve uncertainties and may not be as consistent or predictable as in other, more developed,
jurisdictions. The legal protections available to us under these laws, regulations and rules may be
limited. Any litigation or regulatory enforcement action in the PRC may be protracted and could
result in substantial costs and diversion of resources and management attention.

In addition, there can be no assurance that the PRC government will not amend or revise
existing laws, regulations or rules to require additional approvals, licenses or permits, or to impose
stricter requirements or conditions for the approvals, licenses or permits required for our business
and operations. Any loss of or failure to obtain or renew our approvals, licenses or permits could
disrupt our operations and subject us to fines or penalties imposed by the PRC government. There
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can also be no assurance that the PRC government will not amend or revise existing laws,
regulations or rules, or promulgate new laws, regulations or rules, that have a material and adverse
effect on our business, operations, growth or prospects.

Government control over currency conversion and remittance of Renminbi into and out of the
PRC may affect the value of our H Shares and may limit our ability to utilize our cash
effectively.

Our consolidated financial statements are denominated in Renminbi. The PRC government
imposes controls on the convertibility of Renminbi into foreign currencies and, in certain cases, the
remittance of currency out of the PRC. Under existing PRC foreign exchange regulations, the
payment of current account items, including profit distributions, interest payments and expenditures
from trade-related transactions, can be made in foreign currencies without prior approval from the
SAFE by complying with certain procedural requirements. However, approval from the SAFE or its
local branch is required where Renminbi is to be converted into foreign currency and remitted out
of the PRC to pay capital expenses (such as the repayment of loans denominated in foreign
currencies), to make offshore investments or obtain low-cost funding from offshore sources. The
PRC government may also, at its discretion, restrict access in the future to foreign currencies for
current account transactions.

The foreign exchange control system may prevent us from distributing dividends to our
Shareholders in foreign currencies or distributing dividends to our Shareholders in foreign
jurisdictions. In addition, since a significant amount of our future cash flow from operations will
be denominated in Renminbi, any future restrictions on currency exchange may limit our ability to
purchase goods and services outside of the PRC or to otherwise fund business activities that we
might conduct in foreign currencies.

Fluctuation in the exchange rates of Renminbi may have a material adverse effect on our
investment.

The value of Renminbi against the Hong Kong dollar, the U.S. dollar and other foreign

currencies is affected by, among other things, changes in the PRC’s foreign exchange policies and
international economic and political developments. There remains significant international pressure
on the PRC government to adopt a more flexible currency policy, which may result in further and
more significant fluctuations in the value of Renminbi against the Hong Kong dollar, the U.S. dollar
and other foreign currencies.

To the extent that we need to convert Hong Kong dollars we receive from our [REDACTED]
into Renminbi for our operations, appreciation of the Renminbi against the Hong Kong dollar would
have an adverse effect on Renminbi amount we would receive. Conversely, if we decide to convert
our Renminbi into Hong Kong dollars for the purpose of making payments for dividends on our H
Shares or for other business purposes, appreciation of the Hong Kong dollar against Renminbi
would have a negative effect on the Hong Kong dollar amount available to us.
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Payment of dividends is subject to restrictions under PRC law.

Under PRC law, dividends may be paid only out of distributable profits. Distributable profits
are our net profits as determined under PRC GAAP or IFRSs, whichever is lower, plus undistributed
profit at the beginning of the period and less any recovery of accumulated losses and appropriations
to statutory and other reserves that we are required to make. As a result, we may not have sufficient
or any distributable profits to enable us to make dividend distributions to our Shareholders in the
future, including periods for which our financial statements indicate that we have not recorded any
profits. Any distributable profits that are not distributed in a given year are retained and available
for distribution in subsequent years. Moreover, our operating subsidiaries and joint venture
companies may not have distributable profits as determined under PRC GAAP, even if they have
profits for that year as determined under IFRS, or vice versa. Accordingly, we may not receive
sufficient distributions from our subsidiaries or joint venture companies. Failure by our operating
subsidiaries or joint venture companies to pay dividends to us could have a negative impact on our
cash flow and our ability to make dividend distributions to our Shareholders in the future, including
those periods in which our financial statements indicate that our operations have been profitable.

Holders of H Shares may be subject to taxation in China.

Under the applicable PRC tax laws, the dividends we pay to a non-PRC resident individual
holder of H Shares are subject to a 20% PRC individual income tax, unless reduced by an applicable
double-taxation treaty. According to a notice issued by the SAT, domestic non-foreign-invested
enterprises issuing shares in Hong Kong may, when distributing dividends and extra bonuses,
withhold individual income tax at a rate of 10%.

Under the applicable PRC tax laws, the dividends we pay to, and the gains realized by,
non-PRC resident enterprise holders of H Shares are subject to a 10% PRC enterprise income tax,
unless reduced by an applicable double-taxation treaty.

There are significant uncertainties as to the interpretation and application of applicable PRC
tax laws due to several factors, including the relatively short history of such laws. If the applicable
tax laws and the interpretation or application with respect to such laws is changed in the future,
individual holders of our H Shares may be subject to PRC income tax on gains realized through sale
or transfer of the H Shares or by other means which they currently are not required to pay or which
have not been collected by any PRC tax authority in practice.

It may be difficult to effect service of process upon, or to enforce judgments against, us, our
Directors or members of our senior management.

Many of our Directors reside within the PRC, and the assets of most of our Directors and
senior management may also be located within the PRC. As a result, it may not be possible to effect
service of process outside of the PRC upon those Directors and senior management members,
including for matters arising under applicable securities law. A judgment of a court of another
jurisdiction may be reciprocally recognized or enforced if the jurisdiction has a treaty with the PRC
or if judgments of the PRC courts have been recognized before in that jurisdiction, subject to the
satisfaction of other requirements. However, the PRC does not have treaties providing for the
reciprocal enforcement of judgments of courts with the US, the UK and many other countries. In
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addition, Hong Kong has no arrangement for the reciprocal enforcement of judgments with the
United States. As a result, recognition and enforcement in the PRC or Hong Kong of judgments
from various jurisdictions are uncertain.

On July 14, 2006, the Supreme People’s Court of the PRC and the Hong Kong government
signed the Arrangement on Reciprocal Recognition and Enforcement of Judgments in Civil and
Commercial Matters by the Courts of the Mainland and of the Hong Kong Special Administrative
Region Pursuant to Choice of Court Agreements between Parties Concerned (P /A 1 B 75 5 45
AT BRI e AH B 58 w] A T S T A 1 R R S5 R HI B W4 HE). Under such arrangement,
where any designated people’s court of the PRC or any designated Hong Kong court has made an
enforceable final judgment requiring payment of money in a civil and commercial case pursuant to
a choice of court agreement in writing by the parties, any party concerned may apply to the relevant
people’s court of the PRC or Hong Kong court for recognition and enforcement of the judgment.
The arrangement came into effect on August 1, 2008, but the outcome and enforceability of any
action brought under the arrangement are still uncertain.

RISKS RELATING TO THE [REDACTED]

An active trading market for our H Shares may not develop and the trading volume and
market price of our H Shares may be volatile, which could result in substantial losses for
investors who purchase our H Shares in the [REDACTED].

Prior to the [REDACTED], there was no public market for our H Shares. There is no
assurance that a public market for our H Shares with adequate liquidity and trading volume will
develop and be sustained following the completion of the [REDACTED]. The [REDACTED] is
expected to be fixed by agreement between the [REDACTED] (for itself and on behalf of the
[REDACTED]) and us, and the [REDACTED] may differ significantly from the market price for
our H Shares following the [REDACTED]. If an active public market for our H Shares does not
develop following the completion of [REDACTED], the market price and liquidity of our H Shares

could be materially and adversely affected. In addition, there can be no assurance that the
[REDACTED] will result in the development of an active and liquid public trading market for our
H Shares. Furthermore, the price and trading volume of our H Shares may be volatile, but not
related to the operating performance of any particular company. Factors such as variations in our
revenue, earnings and cash flow may affect the volume and price at which our H Shares are traded.

Holders of the [REDACTED] are subject to the risk that the price of the [REDACTED] could
fall during a gap between pricing and trading.

The [REDACTED] of our H Shares is expected to be determined on the [REDACTED].
However, our H Shares will not commence trading on the Hong Kong Stock Exchange until they
are delivered, which is expected to be five Hong Kong business days after the pricing date. As a
result, investors may not be able to sell or deal in our H Shares during that period. Accordingly,
holders of our H Shares are subject to the risk that the price of our H Shares could fall before trading
begins as a result of adverse market conditions or another adverse development that could occur
between the time of sale and the time trading begins.
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As the [REDACTED] is higher than our net tangible book value per Share, you will incur
immediate dilution. If we issue additional equity securities in the future, purchasers of our H
Shares may experience further dilution in their ownership percentage.

The [REDACTED] of our H Shares is higher than the net tangible book value per Share
issued to existing holders of our Shares. Therefore, all investors and purchasers of our H Shares in
the [REDACTED] will experience an immediate dilution in pro forma net tangible book value to
HKS$[REDACTED] per Share (assuming an [REDACTED] of HKS$[REDACTED] per
[REDACTED], being the mid-point of our [REDACTED] range of HK$[REDACTED] to
HKS$[REDACTED] per [REDACTED]) and existing holders of our Shares will receive an increase
in net tangible book value per Share of their Shares. If we issue additional equity securities or
equity-linked securities in the future, investors and purchasers of Shares may experience further
dilution in their ownership percentage.

Future sales, or market perception of sales, of substantial amounts of our H Shares or other
securities relating to our H Shares in the public market could materially and adversely affect
the prevailing market price of our H Shares.

Future sales by our Shareholders of substantial amounts of our H Shares or other securities
relating to our H Shares in the public markets after the [REDACTED], or the perception that these
sales may occur, could adversely affect market prices of our H Shares prevailing from time to time.
In addition, Domestic Shares can be converted into H Shares after [REDACTED] subject to
relevant laws and regulations and approvals. After these restrictions lapse, the market price of our
H Shares may decline as a result of future sales of substantial amounts of our H Shares or other
securities relating to our H Shares in the public market, the issuance of new H Shares or other
securities relating to our H Shares, the conversion of substantial amounts of Domestic Shares into
H Shares or the perception that such sales, conversions or issuances may occur. This could also
materially and adversely affect our ability to raise capital at a time and at a price we deem
appropriate.

Our dividend distribution history may not be indicative of our dividend policy in the future.
In 2016, 2017 and 2018, we declared dividends of approximately RMB198.1 million,

RMBI1,122.8 million and RMB289.3 million, respectively. In addition, our Shareholders approved
a dividend of approximately RMB400.0 million from our consolidated retained earnings as of

December 31, 2018 to our existing Shareholders and we paid such dividend with our own cash by

June 17, 2019. A declaration of dividends is proposed by our Board of Directors and the amount of

any dividends will depend on various factors, including, without limitation, our results of
operations, financial condition, future prospects and any other factors from time to time deemed by
our Board of Directors as important and relevant to the declaration or suspension of dividends.
Distribution of dividends shall be decided by our Board of Directors at their discretion and will be
subject to our Shareholders’ approval. Accordingly, our historical dividend distribution policy is not
indicative of our future dividend distribution policy and potential investors should be aware that the
amount of dividends paid previously should not be used as a reference or basis upon which future
dividends are determined. Subject to any of the above constraints, we may not be able to pay
dividends in accordance with our dividend policy. See “Financial Information-Dividend.”
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Our H Shares may be subject to cancelation or disciplinary proceedings if there is a breach
by us of the Listing Rules or any undertakings which may have been given in favor of the Hong
Kong Stock Exchange.

Upon the [REDACTED], we will be required to comply with applicable laws and regulations
in Hong Kong (including the Listing Rules) and any other undertakings which have been given in
favor of the Hong Kong Stock Exchange from time to time. If the Listing Committee finds that there
has been a breach by us of, or any circumstance which causes us to breach, the Listing Rules or such
other undertakings which may have been given in favor of the Hong Kong Stock Exchange from
time to time, the Listing Committee may instigate cancelation or disciplinary proceedings in
accordance with the Listing Rules.

You should read the entire document carefully, and we strongly caution you not to place any
reliance on any information contained in press articles or other media regarding ourselves and
the [REDACTED].

Prior to the publication of this document, there have been press articles or other media
coverage regarding us and the [REDACTED], which contained, among other things, certain
financial information, projections, valuations and other forward-looking information about us and
the [REDACTED]. We have not authorized the disclosure of any such information in the press or
media and do not accept responsibility for the accuracy or completeness of such press articles or
other media coverage. We make no representation as to the appropriateness, accuracy, completeness
or reliability of any of the projections, valuations, other forward-looking statements about us or
information about our corporate investors, or of any assumptions underlying such projections,
valuations, other forward-looking statements or information about our corporate investors, referred
to by such press articles or other media. To the extent that any such statements are inconsistent with,
or conflict with, the information contained in this document, we disclaim them. Accordingly,
prospective investors are cautioned to make their investment decisions on the basis of the
information contained in this document only and not to rely on any other information.
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WAIVERS FROM COMPLIANCE WITH THE LISTING RULES

In preparation for the [REDACTED], our Company has sought the following waivers and
exemption from strict compliance with the relevant provisions of the Listing Rules:

WAIVER IN RESPECT OF MANAGEMENT PRESENCE IN HONG KONG

Pursuant to Rules 8.12 and 19A.15 of the Listing Rules, our Company must have sufficient
management presence in Hong Kong, which normally means that at least two executive directors
must be ordinarily resident in Hong Kong.

Our Company does not have sufficient management presence in Hong Kong for the purpose
of satisfying the requirement under Rules 8.12 and 19A.15 of the Listing Rules. Our Company’s
management, business operations and assets are principally based outside Hong Kong. Our
Company’s headquarters and senior management are primarily based outside Hong Kong. The
management and operations of our Group have mainly been under the supervision of our executive
Director, Mr. Li Guiping (Z#°F), who is principally responsible for the overall management,
corporate strategy, planning, business development and control of our Group’s businesses. Mr. Li
Guiping (Z&-F) is a PRC resident and it is necessary for him to remain in close proximity to our
Group’s substantial operations located in the PRC. Our Directors consider that the appointment of
an additional executive Director residing in Hong Kong or the relocation of the executive Director
to Hong Kong would be unduly burdensome and impractical and not be in the best interests of our
Company and our Shareholders as a whole.

Accordingly, our Company has applied to the Stock Exchange for, and the Stock Exchange has
granted us, a waiver from strict compliance with Rules 8.12 and 19A.15 of the Listing Rules. Our
Company will ensure that there are adequate and efficient arrangements to achieve regular and
effective communication between us and the Stock Exchange as well as compliance with the Listing
Rules by way of the following arrangements:

1.  Authorized representatives: Our Company has appointed Mr. Li Guiping (Z=&°F), our
Company’s executive Director, and Ms. Ko Mei Ying (/5 3£ 9%), one of the joint company
secretaries of our Company, as the authorized representatives (the “Authorized
Representatives™) for the purpose of Rules 3.05 and 19A.07 of the Listing Rules. The
Authorized Representatives will act as our principal channel of communication with the
Stock Exchange and would be readily contactable by phone, facsimile and/or email to
deal promptly with enquiries from the Stock Exchange and will also be available to meet
with the Stock Exchange to discuss any matter within a reasonable period of time upon
request of the Stock Exchange. Although Mr. Li Guiping (Z*#°F) resides in the PRC,
he possesses valid travel documents and is able to renew such travel documents when
they expire in order to visit Hong Kong. Ms. Ko Mei Ying (35 %%) ordinarily resides
in Hong Kong. See “Directors, Supervisors and Senior Management” of this document
for more information about the Authorized Representatives.

- 62 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

WAIVERS FROM COMPLIANCE WITH THE LISTING RULES

2. Directors: Our Company will implement a policy to provide the up-to-date contact
details of each Director (such as office phone numbers, mobile phone numbers, fax
numbers, and email addresses) to the Authorized Representatives and to the Stock
Exchange. This will ensure that the Authorized Representatives and the Stock Exchange
will have the means to contact any of our Directors promptly as and when required,
including when our Directors are traveling. To the best of our Company’s knowledge and
information, each Director who is not ordinarily resident in Hong Kong possesses or can
apply for valid travel documents to visit Hong Kong and can meet with the Stock
Exchange within a reasonable period when required by the Stock Exchange.

3.  Compliance Advisor: Our Company has appointed Haitong International Capital
Limited as our Compliance Advisor in compliance with Rule 3A.19 of the Listing Rules.

Our Compliance Advisor will, among other things and in addition to the Authorized
Representatives and our Directors, act as an additional channel of communication of our
Company with the Stock Exchange and provide us with professional advice on
continuing obligations under the Listing Rules during the period from the
[REDACTED] to the date on which our Company complies with Rule 13.46 of the
Listing Rules in respect of its financial results for the first full financial year
immediately after the [REDACTED]. Our Compliance Advisor will also provide advice
to us when consulted by us in compliance with Rule 3A.23 of the Listing Rules. Our
Compliance Advisor will be available to answer enquiries from the Stock Exchange and
will act as the principal channel of communications with the Stock Exchange when the
Authorized Representatives and our Directors are not available. In turn, we will provide
to our Compliance Advisor such information and assistance as our Compliance Advisor
may need or may reasonably request in connection with the performance of our
Compliance Advisor’s duties. Our Company has provided the Stock Exchange with the
names, mobile phone numbers, office phone numbers, fax numbers and email addresses
of at least two of the officers of our Compliance Advisor who will act as our Compliance
Advisor’s contact persons with respect to matters between the Stock Exchange and our
Company pursuant to Rule 19A.06(4) of the Listing Rules.

4.  Joint company secretaries: Our Company has appointed Ms. Li Zhimin (&%) and
Ms. Ko Mei Ying (#3£4%) as our joint company secretaries who were appointed on
November 30, 2018 with their respective appointment taking effect on the
[REDACTED]. Ms. Li Zhimin (ZF& %) and Ms. Ko Mei Ying (13 %) will maintain
constant contact with our Directors and senior management team members through

various means.

Meetings between the Stock Exchange and our Directors could be arranged through the
Authorized Representatives, our Directors, our Compliance Advisor and/or the joint
company secretaries within a reasonable time. Our Company will also ensure that there
are adequate and efficient means of communications among our Company, the
Authorized Representatives, our Directors and other officers, the joint company
secretaries and our Compliance Advisor. Our Company will inform the Stock Exchange
as soon as practicable in respect of any change in the Authorized Representatives, our
Directors, our Compliance Advisor and/or the joint company secretaries in accordance
with the Listing Rules.
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WAIVER IN RESPECT OF JOINT COMPANY SECRETARIES

Pursuant to Rules 3.28 and 8.17 of the Listing Rules, the company secretary must be an
individual who, by virtue of their academic or professional qualifications or relevant experience, is,
in the opinion of the Stock Exchange, capable of discharging the functions of a company secretary.

Pursuant to Note 1 to Rule 3.28 of the Listing Rules, the Stock Exchange considers the
following academic or professional qualifications to be acceptable:

(a) a member of The Hong Kong Institute of Chartered Secretaries;
(b) a solicitor or barrister (as defined in the Legal Practitioners Ordinance); and
(c¢) a certified public accountant (as defined in the Professional Accountants Ordinance).

Pursuant to Rule 3.28 Note 2 of the Listing Rules, in assessing “relevant experience”, the
Stock Exchange will consider the individual’s:

(a) length of employment with the issuer and other issuers and the roles they played;

(b) familiarity with the Listing Rules and other relevant law and regulations including the
Securities and Futures Ordinance, Companies Ordinance, Companies (Winding Up and
Miscellaneous Provisions) Ordinance and the Takeovers Code;

(c) relevant training taken and/or to be taken in addition to the minimum requirement under
Rule 3.29 of the Listing Rules; and

(d) professional qualifications in other jurisdictions.

Our Company appointed Ms. Li Zhimin (Zi5#) and Ms. Ko Mei Ying (#33%) as joint
company secretaries of our Company on November 30, 2018 with their respective appointment
taking effect on the [REDACTED]. See “Directors, Supervisors and Senior Management” for
further information regarding the qualifications of Ms. Li Zhimin (Z#& ) and Ms. Ko Mei Ying
GCESS)

Ms. Ko Mei Ying ({53 #%) is an associate of The Hong Kong Institute of Chartered Secretaries
and Administrators and The Institute of Chartered Secretaries and Administrators and therefore
meets the qualification requirements under Note 1 to Rule 3.28 of the Listing Rules and is in
compliance with Rule 8.17 of the Listing Rules.
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Accordingly, although Ms. Li Zhimin (&%) does not possess the formal qualifications
required of a company secretary under Rule 3.28 of the Listing Rules and may not be able to solely
satisfy the requirements of the Listing Rules, Ms. Li Zhimin (2 ) has substantial experience in
handling board, corporate management and administrative matters relating to our Company. Based
on the above reasons, our Company applied for a waiver from strict compliance with the
requirements under Rules 3.28 and 8.17 of the Listing Rules such that Ms. Li Zhimin (&) may
be appointed as a joint company secretary of our Company on the basis of the proposed
arrangements below:

1.  Ms. Ko Mei Ying (#35%) acts as one of our joint company secretaries and provides
assistance to Ms. Li Zhimin (Z*E8() for an initial period of three years from the
[REDACTED] to enable Ms. Li Zhimin (ZF7) to acquire the “relevant experience”
under Note 2 to Rule 3.28 of the Listing Rules so as to fully comply with the
requirements set forth under Rules 3.28 and 8.17 of the Listing Rules.

2. Ms. Ko Mei Ying (1 32%¢) will communicate regularly with Ms. Li Zhimin (Z=35%0) on
matters relating to corporate governance, the Listing Rules and any other laws and
regulations which are relevant to our Company and its affairs. Ms. Ko Mei Ying (#3
) will work closely with, and provide assistance to, Ms. Li Zhimin (ZEHEHD in the
discharge of her duties as a company secretary, including organizing our Company’s
Board meetings and Shareholders’ general meetings. Furthermore, both Ms. Li Zhimin
(ZFEH) and Ms. Ko Mei Ying (5 355%) will seek and have access to advice from our
Compliance Advisor and Hong Kong legal and other professional advisors as and when
required.

3. Ms. Li Zhimin (&) will comply with the annual professional training requirement
under Rule 3.29 of the Listing Rules and will enhance her knowledge of the Listing
Rules during the three-year period from the [REDACTED]. Our Company will further
ensure that Ms. Li Zhimin (Z*7#{) has access to the relevant training and support that
would enhance her understanding of the Listing Rules and the duties of a company
secretary of an issuer whose shares are listed on the Stock Exchange. In addition, Ms.
Li Zhimin (Z#&80) will endeavor to attend relevant trainings and familiarize herself
with the Listing Rules and duties required for a company secretary of a PRC issuer
whose shares are listed on the Stock Exchange.

4.  Before the end of the initial three-year period, our Company will evaluate Ms. Li Zhimin
(ZF#&EB)’s experience in order to determine if she has acquired the qualifications
required under Rule 3.28 of the Listing Rules, and whether on-going assistance should
be arranged.

Accordingly, our Company has applied to the Stock Exchange for, and the Stock Exchange has
granted us, a three-year waiver from strict compliance with Rules 3.28 and 8.17 of the Listing
Rules. Our Company will liaise with the Stock Exchange to assess whether Ms. Li Zhimin (%%
) has acquired the relevant experience under Rule 3.28 of the Listing Rules before the end of the
initial three-year period.
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WAIVERS IN RESPECT OF NON-EXEMPT CONTINUING CONNECTED
TRANSACTIONS

Our Company has entered into and is expected to continue certain transactions after
[REDACTED] that will constitute non-exempt continuing connected transactions of our Company
subject to the reporting, annual review and announcement requirements under Chapter 14A of the
Listing Rules upon [REDACTED]. Accordingly, our Company has applied to the Stock Exchange
pursuant to Rule 14A.105 of the Listing Rules in relation to the transactions under Deposit Service
Framework Agreement, Procurement Framework Agreement, Provision of Products and Services
Framework Agreement and Financial Guarantees Framework Agreement, respectively, for waivers
from strict compliance with the announcement requirement under Chapter 14 A of the Listing Rules.
The Stock Exchange has granted, waivers from strict compliance with the announcement
requirement in respect of the transactions under Deposit Service Framework Agreement,
Procurement Framework Agreement, Provision of Products and Services Framework Agreement and
Financial Guarantees Framework Agreement, respectively, subject to the condition that the total
amount of transactions for each of the three years ending December 31, 2021 (and in respect of
Deposit Service Framework Agreement, the total amount of transactions for the two years ending
December 31, 2020) shall not exceed the proposed caps as set out in “Connected Transactions —
Non-exempt Continuing Connected Transactions” in this document.

The waiver granted by the Stock Exchange for the non-exempt continuing connected
transactions under Deposit Service Framework Agreement will be for a period from the
[REDACTED] up to the earlier of (a) one year after the [REDACTED] or (b) the first annual
general meeting of our Company after the [REDACTED]. We will re-comply with the requirements

under Chapter 14A of the Listing Rules after the expiry of the waiver.
WAIVER IN RESPECT OF PUBLIC FLOAT REQUIREMENTS

According to Rule 8.08(1)(a) of the Listing Rules, there must be an open market in the
securities for which listing is sought and for a sufficient public float of an issuer’s listed securities
to be maintained. This normally means that at least 25% of the issuer’s total issued share capital
must at all times be held by the public. However, pursuant to Rule 8.08(1)(d) of the Listing Rules,
the Stock Exchange may, subject to certain conditions and at its discretion, accept a lower
percentage of between 15% and 25%, if a new applicant meets the following requirements under
Rule 8.08(1)(d) of the Listing Rules:

(i) the issuer shall have an expected market capitalization at the time of listing of over
HKS$10 billion;

(i1) the number of securities concerned and the extent of their distribution would enable the
market to operate properly with a lower percentage;

(iii) the issuer will make appropriate disclosure of the lower prescribed percentage of public
float in the initial listing document;

(iv) the issuer will confirm the sufficiency of the public float in successive annual reports
after listing; and
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(v)

a sufficient portion (to be agreed in advance with the Stock Exchange) of any securities
intended to be marketed contemporaneously within and outside Hong Kong must
normally be offered in Hong Kong.

We have applied to the Stock Exchange, and the Stock Exchange has granted us, a waiver from

strict compliance with the requirement under Rule 8.08(1)(a) of the Listing Rules to accept a lower

public float percentage to be the higher of:

(1)

(i1)

such percentage of Shares to be held by the public immediately after the completion of
the [REDACTED] (assuming that the [REDACTED] is not exercised), which is
expected to be [REDACTED]% (rounded down to two decimal places); and

such percentage of Shares to be held by the public immediately after the completion of
the [REDACTED] (as increased by our Shares to be issued upon exercise (full or
partial) of the [REDACTED]),

provided that the higher of (i) and (ii) above is below the minimum public requirement of 25%
under Rule 8.08(1) of the Listing Rules.

In support of such application, our Company has confirmed to the Stock Exchange that:

1

too

(B

fon

tor

N

our Company will have an expected market capitalization of over HK$10 billion upon
[REDACTED];

our Company will have sufficient number of H Shares and a board distribution thereof

upon [REDACTED] enabling the market to operate properly with a lower percentage of
public float;

our Company will make appropriate disclosure of the lower percentage of public float
prescribed by the Stock Exchange in this document;

our Company will as soon as practicable announce the percentage of Shares held by the
public immediately after completion of the [REDACTED] (but before the exercise of
the [REDACTED)]), such that the public will be informed of the minimum public float
requirement applicable to the Company;

our Company will confirm sufficiency of public float in the successive annual reports of
our Company after the [REDACTED];

our Company will implement appropriate measures and mechanisms to ensure continual
maintenance of the minimum percentage of public float prescribed by the Stock

Exchange; and

our Company will continue to comply with Rules 8.08(2) and 8.08(3) of the Listing
Rules.
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WAIVER FROM STRICT COMPLIANCE WITH RULES 4.04(2) AND 4.04(4) OF THE
LISTING RULES

Pursuant to Rules 4.04(2) and 4.04(4) of the Listing Rules, the issuer shall include in its
accountant’s report the results and balance sheet of any subsidiaries and/or businesses acquired,
agreed to be acquired or proposed to be acquired since the date to which the latest audited accounts
of the issuer have been made up in respect of each of the three financial years immediately
preceding the issue of the listing document.

Our Company has entered into relevant equity transfer agreements in relation to the
acquisition of 31.00% equity interest of Zhenjiang Technology on December 31, 2018 (“Post-TRP

Acquisition”)_and the Post-TRP Acquisition is expected to be completed within 2019.

Based on the following reasons, our Company has applied to the Stock Exchange for, and the
Stock Exchange has granted us, a waiver from strict compliance with Rules 4.04(2) and 4.04(4) of
the Listing Rules:

(i) Immateriality of the Post-TRP Acquisition: The scale of the businesses operated by
Zhenjiang Technology as compared to that of our Group is not material. Applying the
relevant size tests under Rule 14.07 of the Listing Rules by using the unaudited financial
figures of Zhenjiang Technology and the audited financial figures of our Group for the
year ended December 31, 2018, each of the applicable percentage ratios in relation to the
Post-TRP Acquisition falls well below 5%, with the asset ratio at 0.06% and the revenue
ratio at 0.002% (while profit ratio, consideration ratio and equity capital ratio are not
applicable to the Post-TRP Acquisition). Given that the Post-TRP Acquisition, once
completed, would not significantly affect the financial position of our Group as a whole
and it is expected that Zhenjiang Technology will only be an insignificant subsidiary of
our Group, our Company is of the view that the extra disclosure of historical financial
information of Zhenjiang Technology in this document would not add significant value
to the Shareholders and our potential investors.

(i1)) Undue burden to obtain and prepare historical financial information of the target
company to be acquired: As (i) our Group has not previously been involved in the
day-to-day management of Zhenjiang Technology; (ii) the acquisition of Zhenjiang
Technology has not been completed as of the Latest Practicable Date and our Group is
not able to take control of Zhenjiang Technology, (iii) Zhenjiang Technology, with its
assets accounting for approximately 0.06% of the total assets of our Group as of
December 31, 2018 and its revenue accounting for approximately 0.002% of the total
revenue of the Group for the year ended December 31, 2018, was only accounted by our
Group as an insignificant investment in associates by using the equity method of
accounting such that our Company and its reporting accountant did not previously have
full access to the financial and accounting system of Zhenjiang Technology nor
supporting documents for its accounting records, it will require considerable time, effort
and resources for our Company and its reporting accountant to become fully familiar
with the accounting policies of Zhenjiang Technology and to gather, audit and compile
the necessary financial information of Zhenjiang Technology in accordance with the
accounting policies of our Group for inclusion in the Accountant’s Report in this
document, which is expected to be issued on [REDACTED].
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Accordingly, having considered the immateriality of Zhenjiang Technology as well as
the time, effort and resources required to obtain, compile and audit such historical
financial information in conformity with our Group’s accounting policies, it would be
unduly burdensome for our Group to prepare and include the full financial information
of Zhenjiang Technology in this document.

(iii) Disclosure of necessary information in this document: With a view of allowing
potential investors to understand the Post-TRP Acquisition in greater detail, our
Company will include in this document the following information in relation to the
relevant targets, which is comparable to the information that is required to be included
in the announcement of a discloseable transaction under Chapter 14 of the Listing Rules,
including: (i) general description of the scope of principal business activities of
Zhenjiang Technology and the counterparties, and financial information on Zhenjiang
Technology available to our Company; (ii) the consideration of the transactions; (iii) the
basis on which the consideration is determined; (iv) how the consideration will be
satisfied and the payment terms; and (v) reasons for and benefits of the transactions.
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DIRECTORS

Name Address Nationality

Executive Director

Mr. Li Guiping (Z#F) Room 11B, Block 8 Chinese
Region C, Coastal Rose Garden
No. 1089 Wang Hai Road
Nanshan District

Shenzhen
Guangdong
PRC
Non-executive Directors
Mr. Mai Boliang (Z{1R) Room 32C Chinese

Tian Hai Hao Jing Yuan
No. 44 Ai Rong Road
Nanshan District
Shenzhen

Guangdong

PRC

Mr. Liu Dong (21%H) Room 3202, Block 6 Chinese
Fortune Hai Jing Garden
No. 258 Pu Ming Road
Pudong New District
Shanghai
PRC

Mr. Chen Bo (FBEi) Room 202, Block 3 Chinese
Hailin Ge
No. 6 Shao Di Road
Chiwan
Nanshan District
Shenzhen
Guangdong
PRC

Ms. Zeng Beihua (%4 1L%E) Room 14B, Block 10 Chinese
Mont Orchid Riverlet
No. 11 Yan Shan Road
Nanshan District
Shenzhen
Guangdong
PRC

Mr. Wang Yu (£F) Room 10D, Block 10 Chinese
Mont Orchid Riverlet Phase 2
No. 6 Yan Shan Road
Nanshan District
Shenzhen
Guangdong
PRC
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Name

Address

Nationality

Independent non-executive Directors

Mr. Feng Jinhua (%4 3E)

Mr. Fan Zhaoping ({&%°F)

Mr. Cheng Hok Kai Frederick
(HRELRD)

Supervisors

Mr. Liu Hongging (BI7LEF)

Mr. Liu Zhenhuan (B|ZEIR)

Mr. Li Xiaofu (ZEBERT)

Room 801, Unit 2

No. 12 Building

Yuquan Xili Second District
Shijingshan District

Beijing

PRC

Room 602

Unit 3, Hailin Ge
Chiwan

Nanshan District
Shenzhen
Guangdong

PRC

Flat C, 12th Floor
10 Lai Wan Road
Mei Foo Sun Chuen
Kowloon

Hong Kong

Room 1101, Block 12
Pinzun International

No. 88 Mingyue Lake Road
Hanjiang District

Yangzhou

Jiangsu

PRC

Room 301, Block 1
Mingxi Valley

No. 12 Gongye Sixth Road
Nanshan District

Shenzhen

Guangdong

PRC

Room 1002, Unit B, Block 6
Jin Yu Shang Jun Garden
No. 155 Bulong Road
Longgang District

Shenzhen

Guangdong

PRC

Chinese

Chinese

UK

Chinese

Chinese

Chinese

See “Directors, Supervisors and Senior Management” for the biographies and other relevant

information.

—76 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.
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PARTIES INVOLVED IN THE [REDACTED]
Sole Sponsor Haitong International Capital Limited,
22/F, Li Po Chun Chambers

189 Des Voeux Road Central
Hong Kong

[REDACTED]
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE [REDACTED]

[REDACTED]

Financial Advisor CMB International Capital Limited
45th Floor, Champion Tower
3 Garden Road
Central, Hong Kong

Auditor and Reporting Accountant PricewaterhouseCoopers
Certified Public Accountants
22/F, Prince’s Building
Central
Hong Kong
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Legal Advisors to our Company As to Hong Kong and United States Laws:
Clifford Chance
27th Floor, Jardine House
One Connaught Place
Hong Kong

As to PRC Laws:

Shu Jin Law Firm

12/F., Taiping Finance Tower
6001 Yitian Road

Futian District

Shenzhen

Guangdong

PRC

Legal Advisors to the Sole Sponsor and As to Hong Kong and United States Laws:
the [REDACTED] Norton Rose Fulbright Hong Kong
38/F Jardine House, 1 Connaught Place
Central
Hong Kong

As to PRC Laws:

Jia Yuan Law Offices
F408, Ocean Plaza

158 Fuxing Men Nei Street
Xicheng District

Beijing

PRC

Suite 2511, Landmark
4028 Jintian Road
Futian District
Shenzhen

Guangdong

PRC

Industry Consultant Frost & Sullivan (Beijing) Inc., Shanghai
Branch Co.
1018, Tower B
500 Yunjin Road
Shanghai
PRC

Property Valuer Cushman & Wakefield Limited
16/F, Jardine House
1 Connaught Place
Central
Hong Kong
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Compliance Advisor Haitong International Capital Limited,
22/F, Li Po Chun Chambers
189 Des Voeux Road Central
Hong Kong

Receiving Banks [REDACTED]
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CORPORATE INFORMATION

Registered Office No. 2 Gangwan Avenue
Shekou
Nanshan District
Shenzhen
Guangdong
PRC

Headquarters No. 2 Gangwan Avenue
Shekou
Nanshan District
Shenzhen
Guangdong
PRC

Principal Place of Business in Hong Kong 40/F, Sunlight Tower
248 Queen’s Road East
Wanchai
Hong Kong

Our Website www.cimcvehiclesgroup.com

(Information on this website does not form
part of this document)

Joint Company Secretaries Ms. Li Zhimin (Z=E80)
Room 9B, Block E
Ao Cheng Garden
No. 15 Lantian Road
Nanshan District
Shenzhen
Guangdong
PRC

Ms. Ko Mei Ying (= 39%) (ACIS; ACS; CPA)
40/F, Sunlight Tower

248 Queen’s Road East

Wanchai

Hong Kong
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CORPORATE INFORMATION

Authorized Representatives

Audit Committee

Remuneration Committee

Nomination Committee

Strategy and Investment Committee

—

H Share Registrar

Mr. Li Guiping (ZE&T)
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The information presented in this section is derived from the F&S Report, as well as
various official or publicly available publications. The information derived from the F&S
Report reflects estimates of the market conditions based on information from various sources.
We believe that the sources of the information in this section 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 part has
been omitted that would render such information false or misleading in any material respect.
We, the Sole Sponsor, the [REDACTED], the [REDACTED], the [REDACTED], and the
[REDACTED], or their respective affiliates or advisors or any other party involved in the
[REDACTED], except the Industry Consultant, have not independently verified, and make no
representation as to, the accuracy of the information from official government or other
third-party sources. Accordingly, the official government and other third-party sources
contained herein may not be accurate and should not be unduly relied upon. Our Directors
confirm that, after due and reasonable consideration, there is no adverse change in the market
information since the date of the F&S Report up to the date of this document which may
qualify, conflict with or have a material impact on, the information in this section.

SOURCES OF INFORMATION AND RESEARCH METHODOLOGY

We have commissioned Frost & Sullivan, an independent consulting firm which is engaged in
the provision of market research and economic research consultancy services, to conduct a detailed
analysis of, and prepare the F&S Report on, the global, PRC, North American and European
semi-trailer markets and the PRC truck body market. We have agreed to pay Frost & Sullivan a total
fee of RMB833,000 for the preparation of the F&S Report.

In compiling and preparing the F&S Report, Frost & Sullivan conducted primary research,
including telephone and face-to-face interviews with industry participants, as well as secondary
research, including reviewing industry publications, annual reports and data based on its own
database. Frost & Sullivan has prepared the F&S Report on the assumptions that (i) the social,
economic and political environment is expected to remain stable and (ii) key industry drivers

remain relevant and applicable over the forecast period from 2018 to 2022. The reliability of the
F&S Report may be affected by the accuracy of the foregoing assumptions.

OVERVIEW OF GLOBAL, PRC, NORTH AMERICAN AND EUROPEAN SEMI-TRAILER
MARKETS

A trailer is a type of motorless special-purpose vehicle, which needs be connected with a
motor vehicle that provides motive power to transport goods and cargo. Depending on the position
of the axles installed on the trailers, trailers can be classified into three categories, semi-trailers,
center-axle trailers and draw-bar trailers.

Semi-trailers: A semi-trailer’s axle is located behind the center of gravity and, therefore, a
semi-trailer can only stand independently when equipped with a landing gear or connected with a
motor vehicle. The motor vehicle, normally a tractor unit, provides motive power and supports a
proportion of the weight of the semi-trailer.
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Center-axle Trailers: A center-axle trailer’s axle is located near the center of gravity.
Compared to that connected with a semi-trailer, the motor vehicle connected with a center-axle
trailer supports only a small proportion of the weight of the center-axle trailer.

Draw-bar Trailers: A draw-bar trailer has at least two axles, with one axle installed at the
front and the other at the rear end, respectively. A draw-bar trailer can stand without a landing gear
and without being connected with a motor vehicle. The motor vehicle only provides motive power

but normally does not support any weight of the draw-bar trailer.
Global Sales Volume of Semi-trailers

Benefiting from global economic growth, in particular the growing PRC and Indian economies
with active construction activities, the sales volume of semi-trailers increased from 901,700 units
in 2013 to 1.2 million units in 2017, representing a CAGR of 7.0%. In 2018, it is expected that the
sales volume of semi-trailers in China and Europe will decrease, which will adversely impact the
semi-trailer industry globally. However, the global sales volume is expected to gradually increase
afterwards, driven by the anticipated economic recovery in both China and Europe. The following
table sets forth a breakdown of the global sales volume of semi-trailers by region from 2013 to
2022:

1,500.0

Thousand Units L1 L1799 L1764 11793 11912 12100 12357
0800  1.017.1 CAGR 20132017 2017-2022E
1,000.0 | 901.7 :
Global 7.0% 1.0%
China 12.0% -03%
500.0 North America 7.3% 0.6%
Europe 3.4% 2.6%

0.0
2013 2014 2015 2016 2017 2018E | 2019E | 2020E 2021E | 2022E

Global 901.7 980.9 1,017.1 | 1,138.1 | 1,179.9 | 1,176.4 | 1,179.3 | 1,191.2 | 1,210.0 | 1,235.7
M North America 275.0 3272 381.6 361.7 364.9 401.8 398.2 367.9 372.5 376.3
M China 265.3 279.1 253.8 385.2 417.3 387.0 378.0 383.0 393.0 4120

Europe 204.6 213.1 226.8 238.5 233.6 220.4 228.8 249.2 260.4 266.0
M Rest of the World | 156.9 161.5 155.4 152.6 164.2 167.2 174.3 191.1 184.1 181.5

Source: Frost & Sullivan
China

Driven by the overall economic development, the sales volume of semi-trailers in China
increased from 265,300 units in 2013 to 417,300 units in 2017 at a CAGR of 12.0%. In 2015, the
sales volume of semi-trailers decreased to 253,800 units as China’s economic growth slowed down.
However, the implementation of GB1589-2016 in 2016 created replacement demand for semi-
trailers that did not meet the new size, axle load and technical requirements. Accordingly, the sales
volume of semi-trailers in China increased in 2016 and 2017. As obsolete semi-trailers have largely
been replaced, the sales volume in 2018 is expected to decline and will continue to decrease to
378,000 units in 2019. However, the sales volume of semi-trailers is expected to increase in 2020
and to reach 412,000 units in 2022, driven by the expected economic growth.
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North America

The sales volume of semi-trailers in North America grew from 275,000 units in 2013 to
364,900 units in 2017 with a CAGR of 7.3%, mainly driven by the US demand. It is expected that
the US trade policy that affects the export and import of commodities such as agricultural products,
aluminum and steel will continue to be enforced, and the growth of the US manufacturing
industries, especially the automotive industry, will slow down, which will dampen demand for
semi-trailers in the US. Accordingly, the sales volume of semi-trailers in North America in 2022 is
forecast to be around 376,300 units, representing a much lower CAGR of 0.6% for the years from
2017 to 2022 as compared to that for the years from 2013 to 2017. However, as the expected
increase in market demand for transporting temperature-sensitive goods, such as frozen food, will
remain relatively stable in North America, it is expected that the sales volume of refrigerated trailers
in North America will continue to grow from 44,200 units in 2017 to 49,100 units in 2019 and
further to 54,600 units in 2022, representing a CAGR of 4.3% from 2017 to 2022. Furthermore, the
sales volume of chassis trailers in North America is expected to decline in 2019 and 2020 following
an anticipated peak in 2018, and then gradually increase to 45,900 units in 2022, primarily
attributable to the replacement demand, which represents a CAGR of 4.7% from 2017 to 2022.

Europe

Supported by stable economic growth since 2013 and the increasing replacement demand, the
sales volume of semi-trailers increased continuously in the past several years in Europe. From 2013
to 2017, the sales volume of semi-trailers increased from 204,600 units to 233,600 units at a CAGR
of 3.4%. It is expected that the impact of the uncertainty associated with Brexit on the market
demand for semi-trailers will be transient and may slightly dampen the market demand in 2018.
However, benefiting from the expected economic growth and stable demand from the construction

and transportation industries in Europe, the sales volume of semi-trailers is expected to reach
266,000 units in 2022 at a CAGR of 2.6% from 2017 to 2022, among which the sales volume of
curtain-side trailers in Europe is expected to grow from 106,000 units in 2017 to 116,800 units in
2022, representing a CAGR of 2.0%. The sales volume of refrigerated trailers in Europe is expected
to grow from 31,500 units in 2017 to 40,100 units in 2022, representing a CAGR of 4.9%, generally
in line with the growing demand for transporting temperature-sensitive food, such as meat, fish and
dairy products, as a result of local consumption lifestyle, and the wider application of refrigerated
trailers for transporting temperature-sensitive pharmaceutical products.
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Competitive Landscape
Global Ranking by Sales Volume

The global semi-trailer market is relatively concentrated in terms of market share by sales
volume. In 2017, the sales volume of the top five semi-trailer manufacturers in the global market
reached 343,300 units in total, accounting for a combined market share of 29.1%. In 2017, our
Group ranked first in terms of sales volume of semi-trailers globally, which reached 121,736 units
and represented a market share of 10.3%. The following table sets forth the top five semi-trailer
manufacturers in the world in terms of sales volume in 2017:

Market Share

Sales Volume by Sales
(Thousand Volume (%)
Ranking Company Name Country Units) (2017) Main Products
1 Our Group China 121.7 10.3% Chassis and flatbed trailers, fence
trailers, van trailers, refrigerated
trailers and tank trailers
2 Company A Germany 61.3 5.2% Van trailers, refrigerated trailers,
and chassis and flatbed trailers
3 Company B (0N 60.3 5.1% Van trailers, refrigerated trailers,
and chassis and flatbed trailers
4 Company C usS 54.0 4.6% Van trailers, refrigerated trailers
and tank trailers
5 Company D [N 46.0 3.9% Van trailers, refrigerated trailers,

and chassis and flatbed trailers

Source: Frost & Sullivan

PRC Ranking by Sales Volume

The PRC semi-trailer market is relatively concentrated in terms of market share by sales
volume. In 2017, the sales volume of the top five semi-trailer manufacturers in the PRC market
reached 116,800 units in total, accounting for a combined market share of 28.0%. In 2017, our
Group ranked first in terms of sales volume of semi-trailers in China, which reached 65,446 units
and represented a market share of 15.7%. The following table sets forth the top five semi-trailer
manufacturers in China in terms of sales volume in 2017:

Market Share

Sales Volume by Sales
(Thousand Volume (%)

Ranking Company Name Country Units) (2017) Main Products
1 Our Group China 65.4 15.7% Chassis and flatbed trailers, fence

trailers and tank trailers
2 Company E China 18.7 4.5% Fence trailers and flatbed trailers
3 Company F China 15.0 3.6% Fence trailers, and chassis and

flatbed trailers
4 Company G China 9.8 2.3% Fence trailers and flatbed trailers
5 Company H China 7.9 1.9% Fence trailers and flatbed trailers

Source: Frost & Sullivan
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North American Ranking by Sales Volume

The North American semi-trailer market is concentrated in terms of market share by sales
volume. In 2017, the sales volume of the top five semi-trailers manufacturers in the North American

market reached 245,100 units in total, accounting for a combined market share of 67.2%. In 2017,
our Group ranked fifth in North America with our sales volume reaching 41,402 units, accounting
for a market share of 11.4%, The following table sets forth the top five semi-trailer manufacturers

in North America in terms of sales volume in 2017:

Market Share

Sales Volume by Sales
(Thousand Volume (%)
Ranking Company Name Country Units) (2017) Main Products
1 Company B [N 60.3 16.5% Van trailers, refrigerated trailers,
and chassis and flatbed trailers
2 Company C UsS 54.0 14.8% Van trailers, refrigerated trailers
and tank trailers
3 Company D Us 46.0 12.6% Van trailers, refrigerated trailers,
and chassis and flatbed trailers
4 Company I [ON] 43.4 11.9% Van trailers, refrigerated trailers,
and chassis and flatbed trailers
5 Our Group China 41.4 11.4% Chassis trailers, dry van trailers

and refrigerated trailers

Source: Frost & Sullivan

European Ranking by Sales Volume

The European semi-trailer market is concentrated in terms of market share by sales volume.
In 2017, the sales volume of the top five semi-trailer manufacturers in the European market reached

146,800 units in total, accounting for a combined market share of 62.9%. In 2017, the sales volume
of semi-trailers of our Group in Europe reached 8,385 units, which accounted for a market share of
3.6%. The following table sets forth the top five semi-trailer manufacturers in Europe in terms of
sales volume in 2017:

Market Share

Sales Volume by Sales
(Thousand Volume (%)
Ranking Company Name Country Units) (2017) Main Products
1 Company A Germany 61.3 26.2% Van trailers, refrigerated trailers,
and chassis and flatbed trailers
2 Company J Germany 46.0 19.7% Van trailers, refrigerated trailers
and curtain-side trailers
3 Company K Germany 16.5 7.1% Van trailers and flatbed trailers
4 Company L Poland 13.0 5.6% Van trailers, and chassis and
flatbed trailers
5 Company M Turkey 10.0 4.3% Van trailers and tank trailers

Source: Frost & Sullivan
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Key Market Drivers
Stable growth momentum for global economy and downstream markets

Over the past few years, the global economy has continued its growth momentum, underlying
the expansion of the semi-trailer industry and its downstream markets. The downstream markets of
the semi-trailer industry are broad and diverse, including cement, oil and gas, poultry, cold-chain
logistics, e-commerce, construction and others. Generally, fence trailers, tank trailers, chassis and
flatbed trailers, van trailers, and refrigerated trailers are the most common types of vehicles used
in the said downstream markets, and there was a significant increase in their sales volume from
2013 to 2017. This was mainly attributable to a growing volume of freight, driven by the surge of
e-commerce sales, infrastructure and increasing demand from other industries. Going forward, it is
expected that demand from downstream markets, such as e-commerce and construction industries,
will continue to grow, mainly due to increasing penetration of mobile internet, changing
consumption behavior in rural areas, as well as ongoing urbanization along with infrastructure and
housing development.

Improving traffic and road infrastructure

Many countries have been investing in traffic and road infrastructure in order to improve
transportation and logistics capacity. Road transport has become more flexible, efficient, and
cost-effective as numerous new routes are built to reach more destinations, which offer more
transport capacity among localities where rail, air, and water transport is absent, and provide
door-to-door transportation with a wide variety of goods. Thus, the demand for road transport with
improved traffic and road infrastructure has arisen, benefiting the semi-trailer industry.

Upgrades in utility and capability of semi-trailers

Due to evolving customer needs and a changing technological and political environment,
semi-trailers are continuously upgraded to be more functionable and capable, especially in
developing countries such as China. For example, the Chinese government implemented GB1589-
2016 in 2016 to eliminate those semi-trailers that are not qualified in terms of size, axle load, and
technical requirements. The acceleration of the replacement process has increased the demand for
more up-to-date semi-trailers and benefited the PRC semi-trailer industry in recent years. In
addition, the national standard GB7258-2017 Technical Specifications for Safety of Power-driven
Vehicles Operating on Roads (W) HU#HIT L2 MIFAF) was issued in September 2017, which
specified new technical requirements for semi-trailers, including installation of disc brake and air
suspension systems on certain semi-trailers such as flatbed trailers with three axles and fence
trailers. These new statutory requirements will become effective from January 2020 after a
transition period, which will create future demand for the replacement of non-qualifying
semi-trailers. The replacement process is also expected in other developing countries, and it is
expected that there will be increasing demand for semi-trailers in many other developing countries,
which will lead to a growing sales volume of semi-trailers globally. For example, the Indian
government has promulgated new rules governing car carrier sizes, and the Mexican government
has also made efforts to change and update the regulation that establishes the weights and measures
of vehicles and loads. The evolving political environment and industry standards have continuously
supported the growth of the semi-trailer industry. Therefore, our Group is conducting preliminary
research into the possibility of entering into other emerging markets, such as Mexico.
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Key Market Trends

Improvements and adoption of intelligent applications and autonomous driving
technologies. Intelligent applications have been improved and widely adopted in various aspects of
the semi-trailer industry, including intelligent manufacturing, route planning, and vehicle
monitoring and control. For intelligent manufacturing, semi-trailer manufacturers have been
investing extensively in research and development on intelligent manufacturing equipment to
enhance their competitiveness in product design and manufacturing. Automated equipment and
modularized designs are being adopted to produce semi-trailers. Also, digitalization creates
innovative communication between vehicles and drivers. Smart route planning as well as intelligent
vehicle monitoring and control solutions are expected to be achieved in the short or medium term.
In addition, autonomous driving technologies have been progressing towards real-life applications.
It is expected that self-driving vehicles may be commercialized within a decade.

Offering of custom-built semi-trailers to satisfy diverse demand. In the past, a large number
of semi-trailers were used improperly to transport goods. For instance, cargo trailers were used to
transport liquid and gaseous commodities which should be carried by liquid tank trailers, and van
trailers were used to transport frozen foods which should be carried by refrigerated trailers.
Nowadays, due to evolving industry requirements and specification standards for semi-trailers,
semi-trailer manufacturers produce more specialized semi-trailers that are designed to serve
specific purposes. This trend is expected to continue within a changing industrial and political
environment. In China, for instance, driven by the growth in e-commerce and faster-paced
construction, demand for fence trailers, refrigerated trailers, and tank trailers and others is stronger
as compared to other countries.

Promising growth in semi-trailer fleet rentals and leasing in China and other emerging
markets. To meet the fluctuating demand and reduce upfront expenses, customers such as logistics
companies have increasingly adopted semi-trailer rentals and leasing to manage their fleet. They
thereby benefit from more flexibility in terms of when to increase or decrease their number of
semi-trailers, how to finance the fleet, and having access to semi-trailers with up-to-date
technologies. In addition, the penetration rate of semi-trailer fleet rentals and leasing is relatively
low in developing counties, which have large potential for the development of rentals and leasings.

Entry Barriers and Challenges

Transformation to technology-driven manufacturers. With the advancement of technology,
semi-trailer manufacturers are progressing to transform from traditional manufacturers to modern
technology-driven manufacturers. Intelligent sensors and automated equipment are expected to be
installed on semi-trailers. Thus, to maintain competitive strength, semi-trailer manufacturers face
the challenge of building research and development centers for intelligence technology and to
cooperate with intelligence solution suppliers. In addition, environmental protection is an important
issue in the manufacturing industry. Semi-trailer manufacturers who aim to develop as large-scale
and well-known manufacturers with social responsibility will consider environmental protection
requirements as essential elements when they make decisions on technological issues.

Increasing labor cost. To retain experienced technicians, semi-trailer manufacturers may need
to pay higher salaries. The increasing labor cost is a challenge for semi-trailer manufacturers to

maintain sustainable development.
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Ability to follow regulations. Regulatory requirements and industry standards around the
globe will affect market entry for semi-trailer manufacturers. For example, Market Access
Regulations for Specialty Vehicles and Trailers (2% VRHLFNHP AR 78 A 26 K S E A B ERRAL) in
China imposes standards of the products and rules to enter the market. New entrants are required
to follow the regulations and to be listed on Announcement on Enterprises and Products of Road
Vehicles (8 16 5] B A 78 A 35 I A 15) to obtain qualification for production. New semi-
trailer products should also be listed on such announcement to obtain qualification for sale. In
addition, semi-trailer manufacturers are required to comply with environmental protection
regulations.

OVERVIEW OF PRC TRUCK BODY MARKET
Major Types of Truck Bodies

A specialty vehicle is designed to serve certain commercial purposes. Truck bodies, such as
dump beds and mixers, are normally installed on truck chassis to form specialty vehicles for cargo
transportation and other uses.

Tankers for tanker trucks: A tanker is a cylinder container used to transport liquid, gas or
powder materials, such as cement and grain, which is installed on a truck chassis to form a tanker
truck. Major types of tanker trucks include mixer trucks, fuel tankers and liquefied gas tankers.
Tanker trucks are commonly used in the chemical and construction industries.

Dump beds for dump trucks: A dump bed, installed on a truck chassis to form a dump truck,
is normally an open box that holds cargo and waste and has a hydraulic lifting system, which is used
to unload goods by inclining the carriage. Dump trucks are mainly used in the construction and
environmental sanitation industries. Major types of dump trucks include swept-body dump trucks,
van-body dump trucks, and garbage dump trucks.

Vans for van trucks: A van is a closed carriage installed on a truck chassis to form a van truck.
Van trucks are widely used in the logistics industry. Major types of van trucks include refrigerated
van trucks, explosives van trucks, and corrosive material van trucks.

Key Market Drivers

In recent years, the PRC economy witnessed solid and steady growth, which has_benefited a
variety of industries, including the truck body sector. More recently, housing investment increased,
primarily due to prosperity experienced in the real estate market in 2016, which boosted the demand
for mixer trucks and dump trucks as a whole. The expanding coverage of air, sea and rail logistics
networks has also led to the increased sales volume of truck bodies as demand for road transport
largely grows in proportion to the development of other transportation modes.

Sales Volume of Mixers for Mixer Trucks: Influenced by the slowdown in the housing market
and overall economic growth in China, the sales volume of mixers in China decreased from 55,700
units in 2013 to 21,600 units in 2016. The real estate industry experienced another round of growth
in 2016, followed by an upswing in the construction industry in 2017. As a result, the sales volume
of mixers in China increased by 109.8% to 45,400 units in 2017 as compared to 2016.
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Benefiting from the continuing growth in the real estate and construction industries in 2016
and 2017, the sales volume of mixers in China is expected to reach 60,000 units in 2018.
Considering that the large amount of purchase in 2017 and 2018 will lead to a relatively saturated
market, the sales volume of mixers in 2019 is expected to decline and to further decrease to 47,000
units in 2022, representing a CAGR of 0.7% from 2017 to 2022.

Sales volume of mixers for mixer trucks_in China, 2013-2022E

CAGR 2013-2017 2017-2022E
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Sources: China Automotive Technology and Research Center, Frost & Sullivan

Sales Volume of Dump Beds for Dump Trucks: Due to the slowdown of economic growth,
fewer construction projects and the decline in iron ore and coal production volume due to stricter
environmental regulations, the sales volume of dump beds in China decreased from 388,000 units
in 2013 to 98,600 units in 2015. However, with the implementation of the “Western Development
Strategy” and the “Belt and Road Initiative”, which directly boosted infrastructure construction in
2016 and 2017, the demand for dump beds started to grow and the sales volume of dump beds in
China increased by 82.7% to 272,200 units in 2017 from 2016.

Going forward, it is expected that the continuously increasing number of infrastructure
projects will increase the demand for dump trucks and the implementation of China VI Emission
Standard expected in 2019 will speed up the replacement of dump trucks. As a result, the sales
volume of dump beds is expected to increase to 391,000 units in 2019. As the market for dump
trucks is expected to be gradually saturated after 2019, and policies promulgated by the PRC
government in 2018 to encourage the usage of railway transportation in lieu of road transportation
for bulk commodities, such as coal, coke and ores are expected to have a more significant adverse
effect on the demand for road transportation starting from 2020 in line with the expected completion
of railway construction projects, the sales volume of dump beds is expected to decline gradually
from 2019 to 2022.
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Sales volume of dump beds for dump trucks_in China, 2013-2022E

CAGR 2013-2017 2017-2022E
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Sources: China Automotive Technology and Research Center, Frost & Sullivan
Key Market Trends

. Electrified and intelligent technologies. The electrification of vehicles in China is a clear
trend driven by the development of electrified technology and favorable policies and
regulations. With strong support from the Chinese government, many domestic manufacturers
actively promote electrification of commercial vehicles, including a wide range of specialty
vehicles.

. Operating leasing and sharing. The operating leasing of specialty vehicles is expected to
further develop, as it provides a flexible option for lessees to rent for a shorter term. Operating
leasing will gradually become a more widely accepted option for customers.

. After-sales services. With the growing competition in the truck body market, truck body
manufacturers will improve the quality of their after-sales services, including spare parts
delivery, training, modification, inspection, and repair and maintenance, in order to expand
customer base and enhance the loyalty of existing customers.

Entry Barriers and Challenges

. Provision of upscale products. Intelligence and light weight are two major directions for the
development of truck bodies due to the increasing demand for safety, efficiency, low cost and
environmental protection. While there are many players in the truck body industry, more
demanding technology requirements will be a major challenge for most existing players to
develop sustainably and also an entry barrier for potential new entrants.

. Ability to operate business sustainably. Truck body manufacturers are required to invest a
large amount of capital to purchase property, plant, and equipment at the initial stage of
development and continuously invest in research and development. Only the truck body
manufacturers who are able to reach economies of scale to make profits and maintain daily
operation can develop sustainably.
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. Qualification barrier. Truck body manufacturers should comply with the Market Access
Regulations for Specialty Vehicles and Trailers (S5 VRHLAIHEL AR 2 1 38 S 5l A S BB
Hl) to get production permits and qualifications. Apart from the qualifications for enterprises,
qualifications for products are also required for manufacturing a truck body. To obtain the
qualifications, applicants should submit a series of application materials to prove their
abilities to design, manufacture, and provide after-sales services, among others. Certain
existing truck body manufacturers that fail to obtain the qualifications may be forced to leave
the industry, which promotes the safety of products and standardization of the market.

Competitive Landscape_

The PRC truck body market is fragmented as there are approximately 1,000 manufacturers
since the requirements for manufacturing different truck bodies may vary significantly, which leads
to more concentrated sub-markets in terms of certain truck body types, such as mixers for mixer
trucks and dump beds for dump trucks. None of the manufacturers is considered to have a leading
position in the overall market.

In the market of mixers for mixer trucks, well-known manufacturers include Zoomlion Heavy
Industry Science and Technology Co., Ltd. ("FHfERHEM A FR/AF]), Tangshan Yate Special
Vehicles Co. Ltd. (f& L5745 25 7R # A PR/ 7)) and Hubei Chusheng Special Purpose Vehicle Co.,
Ltd. (Wb 2 V< #AT RN F), among others.

In the market of dump beds for dump trucks, well-known enterprises include Sunhunk Heavy
Industries Group (Hi7% B L&), Chitian Automobile Co., Ltd. (5fiHXH A FR/A ), Junton
Specialty Vehicle Co., Ltd. (7175 % Hiii 47 FRA 7)), among others.

RAW MATERIAL ANALYSIS

The major raw materials used in the production of our semi-trailers and truck bodies and their
parts and components include steel, rubber and other synthetic materials. The fluctuation in the cost
of raw materials directly affects our cost structure and product pricing. The following chart sets
forth historical prices of major raw materials for semi-trailer and truck body products for the
periods indicated, which summarizes the monthly price of steel plates in China, North America and
Europe from 2013 to 2018:

Monthly Price of Steel Plates, 2013-2018

USD/Tonne
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The following graph summarizes the quarterly price of natural rubber in Asia and Europe from
2013 to 2018:

Quarterly Price of Natural Rubber, 2013-2018

USD/Tonne
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Globally, the price of steel plates has fluctuated during the past several years, primarily due
to the supply and demand relationship worldwide. Rubber is another key material of our products.
Southeast Asia is the most important production area of natural rubber in the world, accounting for
almost 90% of global total production. Except during the second half of 2016 and early 2017, when
the price of natural rubber significantly increased as a result of a series of natural disasters in
Thailand, the price of natural rubber decreased, due primarily to the continuous increase in natural
rubber production.

EXCHANGE RATE ANALYSIS

The following graph summarizes the fluctuations of the US dollar, the Euro and the British
Pound against the Renminbi:
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The monthly average exchange rate of the US dollar, the Euro and the British Pound against
the Renminbi has fluctuated during the past three years, mainly due to changes in the political and

economic conditions of relevant countries.

See “Financial Information — Major Factors Affecting Our Results of Operations — Foreign
Currency Fluctuations” for a detailed analysis of the impact of foreign currency fluctuations on our

operations.

— 95—



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

REGULATORY ENVIRONMENT

APPLICABLE LAWS AND REGULATIONS IN THE PRC
Laws and Regulations in Relation to the Foreign Investment

Catalog,_ of Industries for Guiding Foreign Investment and Provisions on Guiding Foreign
Investment Direction

Investment in the PRC conducted by foreign investors and foreign-invested enterprises shall
comply with the Catalog of Industries for Guiding Foreign Investment (#M#i#% & ¥58E H #%)
(the “Foreign Investment Catalog”), which was jointly promulgated by the MOFCOM and the
NDRC and amended from time to time. The Foreign Investment Catalog contains specific
provisions guiding market access of foreign capital, stipulating in detail different areas of entry
pertaining to the categories, which includes encouraged foreign-invested industries, restricted
foreign invested industries and prohibited foreign investment industries.

Pursuant to the Provisions on Guiding the Orientation of Foreign Investment (& /M &
J5 M#LE) which was promulgated by the State Council on February 11, 2002, projects with foreign
investment shall fall into either one of the four categories, namely encouraged, permitted, restricted
or prohibited ones. Projects with foreign investment that are encouraged, restricted or prohibited
shall be listed in the Foreign Investment Catalog. Projects with foreign investment that are not listed
as encouraged, restricted or prohibited projects are permitted projects. Permitted projects with
foreign investment shall not be listed in the Foreign Investment Catalog.

Special Management Measures (Negative List) for the Access of Foreign Investment (#MEi#%
AR IS PRAE (B T BE)) (the “Negative List”) was jointly promulgated by the MOFCOM
and the NDRC on June 28, 2018 and became effective on July 28, 2018. The Negative List provides
that for the manufacturing of motor vehicles other than specialty vehicles and new energy vehicles,
the Chinese party shall have a stake of not less than 50%, and the same foreign investor may
establish not more than two equity joint ventures manufacturing the same line of motor vehicle
products in China. For commercial vehicles, the restrictions on foreign stakes will be canceled in
2020. In 2022, the restrictions on foreign stakes for the manufacturing of passenger vehicles will
be canceled, and the restriction that the same foreign investor may establish not more than two
equity joint ventures manufacturing the same line of motor vehicle products in China will be
canceled.

Filing Regime

The Interim Measures for the Recordation Administration of the Formation and Modification
of Foreign-invested Enterprises (ZMifi &35 7 Ms# HAFRE B THHE) (the “Measures”),
which was promulgated by the MOFCOM on October 8, 2016 and most recently amended on June
29, 2018 and became effective on June 30, 2018, further simplifies the formation and modification
procedure for foreign-invested enterprises. The Measures shall apply to the formation and
modification of foreign-invested enterprises which does not involve the implementation of special
administrative measures for access as prescribed by the national government. According to the
Measures, where a foreign-invested enterprise which is subject to recordation as prescribed in the
Measures undergoes any of the specified modifications, the foreign-invested enterprise shall, within
30 days after the occurrence of the modification, submit the modification for recordation.
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Laws and Regulations in Relation to the Production and Manufacturing of Transportation
Vehicles and Special Transportation Vehicles

Policy on Development of Automotive Industry

The Policy on Development of Automotive Industry (JXHLEE#EEIEK), which was
promulgated by the NDRC and became effective on May 21, 2004, provides that any road motor
vehicle product that complies with the provisions of admission control system and the mandatory
requirements of the relevant regulations and technical specifications, and that has passed the
compulsory certification on products, shall enter into the Public Notice on Road Motor Vehicle
Production Enterprises and Products (#H }% 8 B4 = 3 ) 2 fh /A 45) (the “Public Notice”)
promulgated jointly by the NDRC (Note: subsequently changed to the Ministry of Industry and
Information Technology of the PRC (" #E A &AL AE T2 F115 B L) (the “MIT”)) and the General
Administration of Quality Supervision, Inspection and Quarantine of the PRC (H1#& A [ A B [
K & B ke 44 5)). The products within the Public Notice shall bear the mark of China
Compulsory Certification (3C).

Administrative Rules on the Entry of Specialty Vehicle and Trailer Manufacturers and Products

In accordance with the Administrative Rules on the Entry of Specialty Vehicle and Trailer
Manufacturers and Products (2 PRERIHMNR A 2 426 S 7 A HEA BT AR HI) (the “Administrative
Rules”) which was promulgated by the MII on June 18, 2009 and became effective on July 1, 2009,
those enterprises who engage in the manufacture of specialty vehicle shall satisfy the qualification
requirements set out therein and obtain entry permissions for such enterprises and products from the
MII.

Provisions on the Administration of Compulsory Product Certification

Provisions on the Administration of Compulsory Product Certification (5 fill 14 7 f 58 76 & 3!
HiZE), which was promulgated on July 3, 2009 and became effective on September 1, 2009,
provides that automotive products (including imported automobiles) shall undergo compulsory
certification conducted by certification institutions designated by the State in accordance with
nationally approved safety and technology standards. Only automotive products certified by
certification institutions designated by the national government with officially awarded PRC
compulsory product certification may be marketed in and imported into the PRC.

Regulation on the Administration of Recall of Defective Auto Products
Regulation on the Administration of Recall of Defective Auto Products (k[ <H 2 i 4[24

P45 (the “Recall Administrative Regulation”), which was promulgated by the State Council on
October 22, 2012 and most recently amended on March 2, 2019 provides that when a dealer

engaging in the selling, leasing or repair of auto products becomes aware of any defects in an auto
products, it shall immediately stop selling, leasing or using such defective auto products and assist
the manufacturer with implementing a recall. A dealer shall report to the product quality supervision
department of the State Council and notify the manufacturer of relevant information on possible
defects in auto products of which it becomes aware. A dealer shall, in accordance with the
provisions of the product quality supervision department of the State Council, establish and
preserve records of relevant auto product information for a period of not less than five years.
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Pursuant to the Recall Administrative Regulation, when a manufacturer becomes aware of any
possible defects in its auto products, it shall immediately organize an investigation and analysis and
truthfully report the results of investigation and analysis to the product quality supervision
department of the State Council. When a manufacturer confirms that there is a defect in its auto
products, it shall immediately stop manufacturing, selling and importing defective auto products
and implement a recall. Manufacturers shall establish and preserve records of information on the
design, manufacturing, labeling and inspection, among others, of auto products, as well as records
on the initial purchasers of auto products for a period of not less than ten years.

Laws and Regulations in Relation to Production Safety

Pursuant to the Production Safety Law of the PRC (H#EANRILFEZ2AEE) (the
“Production Safety Law”) which was promulgated by the SCNPC on June 29, 2002, most recently
amended on August 31, 2014 and became effective on December 1, 2014, any entity engaging in
manufacturing must meet national or industry standards regarding safety production and provide
qualified working conditions required by laws, administrative rules and the national or industry
standards. Any production entity that fails to provide the required safe working conditions may not
engage in production activities.

Enterprises are required to set up and maintain appropriate equipment, monitor the safety of
production procedures, assign designated personnel, conduct workplace safety training and
undertake all other measures required by the law to ensure the safety of employees and the general
public. Violation of the Production Safety Law may result in fines, penalties, suspension,
termination of operations, or even criminal liability in severe cases.

Laws and Regulations in Relation to Intellectual Property Rights
Patent

Pursuant to the Patent Law of the PRC (¥ ANRILHMBEF]L) (the “Patent Law™)
promulgated on March 12, 1984 with the most recent amendment effective on October 1, 2009, and
the Implementing Regulations of the Patent Law of the PRC (%2 A RN AL E A A0 A
promulgated on June 15, 2001 and most recently amended on January 9, 2010, an inventor or a
designer may apply for the grant of an invention patent, an utility model patent or a design patent.
According to the Patent Law, the right to apply for a patent (a patent application) and a registered
patent can both be transferred upon completion of registration with the authority. The patent right
duration is 20 years for invention and 10 years for utility and design, counted from the date of
application. A patentee is obligated to pay an annual fee beginning with the year in which the patent
right was granted. Failure to pay the annual fee may result in termination of the patent right before
the expiration of its duration.

Trademark

The Trademark Law of the PRC (H#EANRILAIERGIETL) (the “Trademark Law™) was
promulgated on August 23, 1982 and most recently amended on August 30, 2013 and became
effective on May 1, 2014. The Implementing Regulations of the Trademark Law of the PRC ("%
N RSB P AR B M e 19]) was promulgated on August 3, 2002 by the State Council and most
recently amended on April 29, 2014 and became effective on May 1, 2014. These current effective
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laws and regulations provide the basic legal framework for the regulations of trademarks in the
PRC, covering registered trademarks including commodity trademarks, service trademarks,
collective marks and certificate marks. Trademarks are granted for a term of 10 years commencing
on its filing date. Twelve months prior to the expiration of the 10-year term, an applicant may renew
the trademark for another 10 years.

Copyright

The Copyright Law of the PRC ("3 A [QALFIEZEERED) which was promulgated on
September 7, 1990 and amended on February 26, 2010 and come into effect from April 1, 2010,
protects copyright and explicitly covers the copyright of computer software and art works.

The Regulation on the Protection of Computer Software (#iH HEIFIAFEWRA]), which was
promulgated on December 20, 2001, amended on January 30, 2013, and came into force on
March 1, 2013, protects the rights and interests of computer software copyright holders and
encourages the development of the software industry and information economy. In the PRC,
software developed by Chinese citizens, legal persons or other organizations are automatically
protected immediately after its development, whether published or not.

Domain Name

Internet domain name registration and related matters are primarily regulated by the
Implementing Rules of Domain Name Registration (&L EiEAHH]) issued by the China
Internet Network Information Center (B H #4445 EH0y) (the “CINIC”) which became
effective on May 29, 2012, and the Measures for the Administration of Internet Domain Names (H.
T 4 5l 2 B BRI were issued by MIT on August 24, 2017 and became effective on November 1,
2017. Domain name registrations are handled through domain name service agencies established
under the relevant regulations, and the applicants become domain name holders upon successful
registration.

Laws and Regulations in Relation to Environment Protection
General Regulations

The Environmental Protection Law of the PRC ("3 A R ILAIEERIE (R 7#7%), which was
promulgated on December 26, 1989 and amended on April 24, 2014 by the SCNPC, provides that
enterprises causing environmental pollution and other public nuisances shall adopt effective
measures to avoid and control the pollution and damage caused to the environment. Pollution
prevention facilities in construction projects shall be designed, built and put into operation together
with the main part of the project. Construction projects can only be put into operation after the
environmental protection authority has examined and approved the pollution prevention facilities.
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Environmental Impact Appraisal

The Law of the PRC on the Appraising of Environmental Impacts (5 #E A [ B0 B4 5 228
#FEfE1L) was promulgated by the SCNPC on October 28, 2002, and most recently amended, and
became effective on December 29, 2018. The Regulations on the Administration of Construction
Project Environmental Protection (£#%MH H BRIEIRFEE HHH]) were promulgated by the State
Council on November 29, 1998, amended on July 16, 2017 and became effective on October 1,
2017. The Interim Measures for the Acceptance Inspections of Environment Protection Facilities of
Construction Projects (& 1H H & TIRBE (R &SI 1T H1%) were promulgated by the Ministry of
Environmental Protection of the PRC on November 20, 2017. Such laws and regulation require
enterprises that are planning construction projects to provide assessment reports, statements or
registration forms on the environmental impact of such projects. The assessment reports and
statements must be approved by the competent environmental protection authorities prior to
commencement of any construction work, while the registration forms shall be filed to them. Unless
otherwise stipulated by laws and regulations, enterprises which are required to provide assessment
reports and statements shall undertake the responsibility of acceptance inspections of the
environmental protection facilities itself upon the completion of the construction project. A
construction project may be formally put into production or use only if the corresponding
environmental protection facilities have passed the acceptance examination. The competent
authorities may carry out spot checks on and supervision of the implementation of the
environmental protection facilities.

Laws and Regulations in Relation to Taxation
Enterprise Income Tax

According to the EIT Law which was promulgated by the National People’s Congress of the
PRC on March 16, 2007 and most recently amended by the SCNPC on December 29, 2018, and its

Implementing Regulations (3 A B ALFNE 4> 3 BT 15 B B (6 49]) which were promulgated by
the State Council on December 6, 2007 and most recently amended on April 23, 2019, enterprises

are classified into resident enterprises and nonresident enterprises. According to the EIT law and its
Implementing Regulations, resident enterprises are eligible for a unified EIT rate of 25%.

Pursuant to the newly revised Administrative Measures for the Accreditation of High-tech
Enterprises (1= #1211 4> 3582 8 HHHE) (the “Administrative Measures”) which became effective
on January 1, 2016, high-tech enterprises, which are recognized in accordance with the
Administrative Measures, may apply for the tax preferential policy in accordance with the EIT Law
and the Implementing Measures thereof, the Law of PRC Concerning the Administration of Tax
Collection (H#E A\ B IAN BB ICECE #EY%) and the Implementing Rules of the Law of the PRC
Concerning the Administration of Tax Collection (3 A R ICAN BBl Y Elscs 2L Bt 4 AI).
Qualifying high-tech enterprises would be taxed at a rate of 15% on EIT.

In accordance to Article 2 of Notice on Taxation Policy Issues Concerning the In-depth
Implementation of the Western Development Strategy (i 1 A B it P4 5k B 45 Bms A B 4 2L 5
BiIH A 45) issued by the MOF and SAT, qualified income under the Catalog of Encouraged
Industries in the Western Region (74 &3 [ 5 K 7 25 H §%) is entitled to a 15% preferential tax
rate.
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Value-added Tax

Pursuant to the Interim Provisional Regulations on Value-Added Tax of the PRC (H'#E A R4t
A 4 (AR AT 1) which were promulgated by the State Council on December 13, 1993 and
most recently amended on November 19, 2017, and its implementing rules ("3 A & 0[5 34 (E L
WA B E 41 ) which were promulgated by the MOF on December 25, 1993 and most recently
amended on October 28, 2011, taxpayers engaging in the sale of goods, provision of processing
services, repairs and replacement services or importation of goods within the territory of the PRC
shall pay value-added tax (the “VAT”). Unless stated otherwise, the rate of VAT is 17%.

The Notice of the Ministry of Finance and the State Administration of Taxation on Adjusting
Value-added Tax Rates (SFECHS ~ B85 AR B Jf 3 H 1 (B BB 22 (1948 1), which was promulgated on
April 4, 2018 and became effective on May 1, 2018, provides that tax rates of 17%/11% applicable
to any taxpayer’s VAT-taxable sale or import of goods shall be adjusted to 16%/10%, respectively.
According to the Announcement on Policies for Deepening the VAT Reform (BN AL B8 (BB i
A BBUE R 2 H) which became effective on April 1, 2019, the then applicable rate of 16%/10% for
general VAT payers’ sales activities or imports is adjusted to 13%/9%, respectively.

Transitioning from Business Tax to Value-added Tax

The Notice of the Ministry of Finance and the State Administration of Taxation on
Implementing the Pilot Program of Replacing Business Tax with Value-Added Tax in an All-round
Manner (SFECHS ~ B0 G085 AR BRI 4 190 44 BA /2 S0 ek R (R B Gl B U4 %) was promulgated on
March 23, 2016. Upon approval of the State Council, the pilot program of replacing business tax
with VAT shall be promoted nationwide in an all-round manner on May 1, 2016, and all taxpayers
of business tax engaged in the modern service industry shall be included in the scope of the pilot
program with regard to payment of VAT in lieu of business tax. Pursuant to the Decision of the State
Council on Repealing the Interim Regulation of the PRC on Business Tax and Amending the Interim
Regulation of the PRC on Value-Added Tax (%5 B B4 B8 1L (e A\ R ILAN B0 7 SR 1 70 41)
ek Ch#E NRIEFBIIGER T BPRE) promulgated by the State Council on
November 19, 2017, the business tax had been abolished.

Laws and Regulations in Relation to Dividend Distribution

According to the EIT Law and its implementing rules, dividends paid to investors of an
eligible PRC resident enterprise can be exempted from the EIT and dividends paid to foreign
investors are subject to a withholding tax rate of 10%, unless relevant tax agreements entered into
by the PRC government provide otherwise.

Tax Treaties

The PRC and the government of Hong Kong entered into the Arrangement between the
Mainland of the PRC and Hong Kong Special Administrative Region on the Avoidance of Double
Taxation and the Prevention of Fiscal Evasion with Respect to Taxes on Income (A A1 75 HE R
AT I8 L B 3 iy 454 4 B i AUB RN 97 L IR BE Y 22 BE) (the “Arrangement”) on August 21, 2006.
According to the Arrangement, a withholding tax rate of 5% shall apply to the dividends paid by
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a PRC company to a Hong Kong resident, provided that such Hong Kong resident directly holds at
least 25% of the equity interests in the PRC company, and a withholding tax rate of 10% shall apply
if the Hong Kong resident holds less than 25% of the equity interests in a PRC company.

Pursuant to the Notice on the Issues Concerning the Application of the Dividend Clauses of
Tax Arrangement (AU TBEI I & S W30 B R 48 1), which was promulgated by the
SAT and became effective on February 20, 2009, all of the following requirements shall be satisfied
where a fiscal resident of the other party to a tax agreement needs to be entitled to such tax
agreement treatment as being taxed at a tax rate specified in the tax agreement for the dividends
paid to it by a PRC resident company: (i) such a fiscal resident who obtains dividends should be
a company as provided in the tax agreement; (ii) the owner’s equity interests and voting shares of
the PRC resident company directly owned by such a fiscal resident reach a specified percentage;
and (iii) the equity interests of the PRC resident company directly owned by such a fiscal resident,
at any time during the twelve months prior to obtaining the dividends, reach a percentage specified
in the tax agreement.

| According to the Administrative Measures on Tax Convention Treatment for Nonresident
Taxpayers (IFJE RABLN 2B & F538 5 HHHL) (the “Tax Convention Treatment”), which
were promulgated by the SAT on August 27, 2015 and became effective on November 1, 2015,
| where a nonresident enterprise receives dividends from a PRC resident enterprise, it could directly
enjoy the favorable tax benefits under the tax arrangements at tax returns, and subject to the
follow-up administration by tax authority. Under the Tax Convention Treatment, when the
nonresident taxpayers or their withholding agents make declarations to the relevant tax authority,
they should deliver the relevant reports and materials to the tax authority and such nonresident
taxpayers and withholding agents will be subject to follow-up administration by the tax authority.

Laws and Regulations in Relation to Labor

Pursuant to the Labor Law of the PRC (1% \ [ ALF [ 558 #%) promulgated on July 5, 1994
with effect from January 1, 1995, and most recently amended on December 29, 2018, as well as the
| Labor Contract Law of the PRC (13N RIAIE 258 5[R]7%) promulgated on June 29, 2007,
amended on December 28, 2012 and which became effective from July 1, 2013, as well as the
Implementation Regulations of the Labor Contract Law of the PRC (H#E A\ R LAN B 45 8) 75 [ V5 &
it Bl) which was promulgated on 18 September 2008, if an employment relationship is
established between an entity and its employees, written labor contracts shall be executed between
them. The relevant laws stipulate the maximum number of working hours per day and per week,
respectively. Furthermore, the relevant laws also set forth the minimum wage. The entities shall
establish and develop systems for occupational safety and sanitation, implement the rules and
standards of the PRC government on occupational safety and sanitation, educate employees on
occupational safety and sanitation, prevent accidents at work and reduce occupational hazards.

Pursuant to the Social Insurance Law of the PRC ("3 A RILAN B 4L € f-FR ), which was
promulgated by the SCNPC on October 28, 2010 and became effective on 1 July 2011, and was most
recently amended on 29 December 2018, all employees are required to participate in basic pension
insurance, basic medical insurance schemes and unemployment insurance, which must be
contributed to by both employers and employees. All employees are required to participate in
work-related injury insurance and maternity insurance schemes, which must be contributed to by the
employers. Employers are required to complete registrations with local social insurance authorities.
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Moreover, employers shall make all social insurance contributions as scheduled. Except for
mandatory exceptions such as force majeure, social insurance premiums may not be delayed,
reduced or exempted. Where an employer fails to make social insurance contributions in full and
on time, the social insurance fund contribution collection agencies shall order it to make all or
outstanding contributions within a prescribed period and impose a late payment fee at a rate of
0.05% per day of the outstanding amount from the date on which the contribution became due. If
such employer fails to make the overdue contributions within such time limit, the relevant
administrative department may impose a fine equivalent to one to three times that of the overdue
amount.

Pursuant to the Administrative Regulations on the Housing Provident Fund (f£/5 A4 &
@%W) effective from April 3, 1999, and most recently amended on March 24, 2019, enterprises are

required to register with the competent administrative centers of housing provident fund and open
bank accounts for housing provident funds for their employees. In addition, for both employees and
employers, the payment rate for housing provident fund shall be not less than 5% of the average
monthly salary of the employees in the previous year. Employers are also required to timely pay all
housing fund contributions for their employees. Where an employer fails to submit and deposit
registration of housing provident fund or fails to go through the formalities of opening housing
provident fund accounts for its employees, the housing provident fund management center shall
order it to go through the formalities within a prescribed time limit. Failure to do so by the
expiration of the time limit will subject the employer to a fine of not less than RMB 10,000 and up
to RMB50,000. When an employer fails to pay the housing provident fund due in full and on time,
the housing provident fund center is entitled to order it to rectify; failure to do so would result in
enforcement exerted by the court.

APPLICABLE LAWS AND REGULATIONS IN THE US

United States Automotive Regulatory Framework

The automotive industry in the United States is primarily regulated by the Department of
Transportation (DOT), the Environmental Protection Agency (EPA), and the California Air
Resources Board (CARB). These three entities collectively set standards for ensuring the safety and
environmental compliance of both light and heavy-duty vehicles as they are sold in the U.S.
commerce and operated on U.S. roads. Our chassis trailers, dry van trailers and refrigerated trailers
are sold in the U.S. market. The laws and regulations described below lay out the legal framework
relating to these products.

Major Regulatory Authorities

Major regulatory authorities of the U.S. automotive industry include:
DoT

The National Highway Traffic Safety Administration (NHTSA) is the agency within the DOT
tasked with developing safety standards for motor vehicles and motor vehicle equipment operating

on public highways in the United States; developing vehicle fuel economy standards; and enforcing
these standards through reporting and recall requirements.
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The Pipeline and Hazardous Materials Safety Administration (PHMSA) is the agency within
the DOT tasked with setting and enforcing standards related to the transportation of hazardous
materials by road, rail, and air within, to, and from the United States.

EPA

EPA is the agency responsible for protecting the U.S. environment by setting and enforcing
standards for air quality, water quality, hazardous waste management, contamination cleanup
actions, and more. Regarding motor vehicles, EPA sets limits for vehicle emissions for greenhouse
gases (GHG) and other air pollutants. EPA also regulates the sale and use of refrigerants,
particularly with respect to ozone-depleting substances.

CARB

CARB is the agency responsible for setting and enforcing air quality standards, including
vehicle emission standards, within the state of California. A number of other U.S. states have
adopted California’s more stringent standards.

Major Laws and Regulations Regarding the U.S. Automotive Industry

Vehicle Safety Act

The National Traffic and Motor Vehicle Safety Act and the Highway Safety Act were first
passed in 1966 and were aimed at reducing traffic accidents and resulting deaths and injuries. The
Act created NHTSA and gave it the authority to establish federal motor vehicle safety standards
(FMVSS) and other safety regulations. It has been updated several times and can currently be found
at 49 U.S.C. § 30101, et seq. Key regulatory provisions issued under the authority of the Vehicle
Safety Act that apply to semi-truck chassis and trailer manufacturers include the following:

Federal Motor Vehicle Safety Standards

Motor vehicle and motor vehicle equipment manufacturers must self-certify compliance with
FMVSS. The federal regulations provide detailed specifications for vehicle components ranging
from lighting to impact protection to door locks and are contained in 49 CFR Part 571. FMVSS
applicable to heavy-duty truck and trailer manufacturers include, among others:

. Standard No. 105: Hydraulic and electric brake systems

J Standard No. 108: Lamps, reflective devices, and associated equipment

. Standard No. 120: Tire selection and rims and motor home/recreation vehicle load

carrying capacity information for motor vehicles with a gross vehicle weight rating

(GVWR) of more than 4,536 kilograms (10,000 pounds)

. Standard No. 121: Air brake systems
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. Standard No. 223: Rear impact guards

. Standard No. 224: Rear impact protection

Manufacturers who manufacture only a portion of a completed vehicle (incomplete vehicle
manufacturers or intermediate manufacturers) are responsible for providing an incomplete vehicle
document that describes whether the vehicle or vehicle components comply with all applicable
FMVSS under 49 CFR Part 568. Incomplete vehicle documents must include: (1) the name and
mailing address of the incomplete vehicle manufacturer, (2) the month and year of manufacture, (3)
identification of the incomplete vehicle at issue by vehicle identification number (VIN), (4) the
GVWR, (5) the gross axle weight rating (GAWR), (6) the vehicle type (e.g., bus, trailer, truck) of
which the incomplete vehicle will form part, and (7) a list of each standard that applies to the
vehicle type, along with a statement of whether the standard has been met or conditions under which
it will be met, or a statement that compliance cannot be determined based on the state of the vehicle.

Vehicle Safety Certification Requirements

In addition to self-certifying that their vehicles and equipment comply with all applicable
FMVSS, motor vehicle and motor vehicle equipment manufacturers must affix certification labels
to their vehicles or equipment, consistent with 49 CFR Part 567. These labels must include, among
other information: (1) the name of the manufacturer, (2) the month and year of manufacture, (3) the
GVWR and GAWR, (4) a statement that the vehicle complies with all applicable motor vehicle
safety standards (and depending on vehicle weight, bumper and theft prevention standards), (5) the
VIN, and (6) the vehicle classification (e.g., truck, bus, trailer).

As above, incomplete vehicle manufacturers or intermediate manufacturers retain
responsibility for certification of the components or systems they install. These manufacturers must
also affix certification labels to their incomplete vehicles setting out: (1) the name of the
manufacturer, (2) the month and year of manufacture, (3) the GVWR and GAWR, and (4) the VIN.

Safety Reporting and Recall Requirements

The Transportation Recall Enhancement, Accountability, and Documentation (TREAD) Act,
passed in 2000, requires that manufacturers submit safety defect and noncompliance reports to
NHTSA. The law has since been incorporated into the Vehicle Safety Act (described above) and
NHTSA has issued regulations consisted with its requirements in 49 CFR Parts 573, 577, and 579.
The Act’s major components include:

. Reporting obligations regarding any defects or noncompliance with applicable FMVSS,
any safety recalls or other safety campaigns conducted in the U.S. or in foreign
countries, and periodic updates on the progress of remedies;

. “Early Warning” reporting obligations regarding possible defects in vehicles or

equipment, as evidenced by performance issues, property damage, warranty claims,
consumer complaints, field reports, and reports of injury or death; and
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. Criminal liability where a manufacturer intentionally violates these reporting
requirements and a safety-related defect subsequently results in death or serious bodily
injury.

Moreover, the Fixing America’s Surface Transportation (FAST) Act was passed in 2015 and
increased the maximum civil penalty that may be imposed against automakers for safety-related
defects from US$35 million to US$105 million. The FAST Act also improved NHTSA’s ability to
recall unsafe vehicles.

Hazardous Materials Transportation Act and Regulations

The Hazardous Materials Transportation Act was passed in 1975 and was designed to protect
against risks to persons, property, and the environment from the transportation of hazardous
materials in U.S. commerce. The Act authorizes DOT and PHMSA to develop hazardous materials
regulations (HMR) that can be found at 49 CFR Parts 171 — 180. The HMR apply to, among others,
entities who manufacture packaging or components that are represented, marked, certified, or sold
as qualified to transport hazardous materials. The HMR provide detailed specifications for shipping
containers on topics including, among others, marking and labeling, material quality, and testing
requirements.

Federal Fuel Economy and Emissions Standards

In addition to setting vehicle safety standards and certification requirements, NHTSA works
with EPA to establish fuel economy standards. EPA further establishes emissions limits for GHGs
and other air pollutants. Manufacturers of heavy-duty engines/vehicles must annually apply for
certification from EPA that they meet applicable emissions standards. The agencies may also
conduct audits, verification testing, and/or field inspections to verify the data provided by
manufacturers. EPA requires emission-related defect reporting and has the authority to order recalls
for noncompliance.

The most recent regulations relating to heavy-duty fuel efficiency and GHG standards for
combination tractors and trailers were issued in 2016. However, the current administration has
proposed changes in their application to heavy-duty glider vehicles and trailers, and to related fuel
economy and GHG standards for light-duty vehicles.

CARB State Emissions Standards

Under Section 209(b) of the Clean Air Act, California has authority to set its own standards
relating to the control of emissions from motor vehicles and engines. The California Air Resources
Board (CARB) therefore provides a separate set of limitations for GHG, evaporative, and criteria
pollutant emissions under the California Code of Regulations. CARB requires emission warranty
information reporting and has the authority to order recalls for noncompliance. A number of other
states have also chosen to adopt CARB’s more stringent emissions standards.
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APPLICABLE LAWS AND REGULATIONS IN THE UK

The material laws and regulations in the UK applicable to SDC Trailers in relation to its
operation, namely the manufacture of new trailers, the sale of new and secondhand trailers and the
provision of maintenance and repair services, are set out below. The list excludes the laws that
generally apply to companies in the UK, including among others, employment, health and safety,
tax, data protection, anti-bribery, environmental protection, competition, and intellectual property
laws.

Rules Specific to Trailer Manufacturing

Directive 96/53/EC

Council Directive No. 96/53/EC laying down for certain road vehicles circulating within the
community the maximum authorized dimensions in national and international traffic and the
maximum authorized weights in international traffic (Directive 96/53/EC) sets maximum limits for
international and national traffic on the dimensions of goods vehicles weighing more than 3,500kg
and passenger vehicles carrying more than nine people, as well as certain other weight and vehicle
characteristics. Vehicles that exceed these prescriptions may not use the roads of an EU country for
international transport without special permits and EU countries may not set lower limits, with some
exceptions made for small villages or special places of interest, for example. These were transposed
into UK law by amendments to the Road Vehicles (Construction and Use) Regulations 1986.

The Road Vehicles (Construction and Use) Regulations 1986, as amended (the 1986 C&U
Regulations)

The 1986 C&U Regulations cover the design, manufacture, maintenance and use of motor
vehicles and trailers used by road transport operators, among others. This includes brakes, steering,
vision, instruments and equipment, protective systems including alarms and the control of
emissions, as well as the use of handheld mobile telephone or similar devices. The 1986 C&U
Regulations also set out the technical requirements that vehicles and trailers must meet in order to
be used lawfully on public roads (such as the type of braking systems or the condition of the
vehicle’s tires).

Manufacturer’s Plating of Goods Vehicles and Trailers

All new goods vehicles and new trailers over 1,020kg unladen weight must be fitted with a
plate by the manufacturer (manufacturer’s plate) showing the manufacturer’s name, date of
manufacture, vehicle type, engine type and power rating (on vehicle plates only), chassis or serial
number, number of axles, maximum weight allowed on each axle, maximum gross weight and
maximum train weight. The weights stated on the manufacturer’s plate are those at which the
manufacturer has designed the vehicle to operate within. Where these weights exceed those
permitted by law (i.e. the 1986 C&U Regulations) then, until such time as the vehicle is plated by
the Driver & Vehicle Standards Agency (DVSA), the lower statutory weight limits apply.
Conversely, if the manufacturer’s design weight is lower than that permitted by law for the type of
vehicle, it is the lower limit set by the manufacturer’s design that applies.
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Vehicle dimensions

In accordance with Directive 96/53/EC, goods vehicles over 3,500kg gross weight and trailers
manufactured since 31 May 1998 must also be fitted with a plate showing their length, width and
the distance between the front of the vehicle and the coupling device or, for a trailer, the distance
from the coupling device to the rear of the trailer. This information may be on a separate plate or
included instead on either the manufacturer’s plate or a Ministry plate (as defined below). Vehicles
manufactured since October 24, 2014 and trailers manufactured since October 29, 2012 that are
subject to Whole Vehicle Type Approval (described below) have these details included on the
Ministry plate issued after first registration.

Ministry Plating of Vehicles and Trailers

Subject to certain exemptions, goods vehicles over 3,500kg maximum gross weight, drawbar
trailers over 1,020kg unladen weight, and converter dollies, must have a Department for Transport
plate (Ministry plate) securely fixed in a prominent position in the cab, or elsewhere on the vehicle
if a cab is not fitted. The gross weight, the axle weights and the train weight (if any) as shown on
the plate and the accompanying plating certificate must not be exceeded.

The Goods Vehicle (Plating and Testing) Regulations 1988 as amended (Plating Certificate
Regulations)

The Plating Certificate Regulations apply, subject to certain exemptions, to all goods vehicles
over 3,500kg gross vehicle weight, articulated vehicles, drawbar trailers over 1,020kg unladen
weight and converter dollies, and provide a framework for the plating certification process. Under
the Plating Certificate Regulations, goods vehicles must be submitted for periodic tests to ensure
they comply with the relevant provisions of the 1986 C&U Regulations as well as the 1989 Lighting
Regulations (as defined below). The vehicles receive the Ministry plate described above following
certification.

The Road Vehicles (Authorized Weight) Regulations 1998, as amended (the 1998 Weight
Regulations)

The 1998 Weight Regulations allow the gross weights of goods vehicles operating within the
UK to come into line with weights laid down in Directive 85/3/EEC (now replaced by Directive
96/53/EEC). The 1998 Weight Regulations provide both a method for calculating the maximum
weight and a set of figures that must not be exceeded whatever the result of the calculation.

Road Vehicles Lighting Regulations 1989 (the 1989 Lighting Regulations)
The 1989 Lighting Regulations specify certain requirements for the installation and

positioning of front, side and rear lighting and reflectors for all vehicles, including trailers, on the
road within the UK.
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The Road Vehicles (Authorization of Special Types) (General) Order 2003

Specially constructed goods vehicles, known as special type vehicles, are available for the
carriage of abnormal, indivisible loads of a size and/or weight that cannot be carried within the
terms of the 1986 C&U Regulations or the 1998 Weight Regulations. These vehicles operate under
the Road Vehicles (Authorization of Special Types) (General) Order 2003 (STGO).

Identification numbers and application for permission to supply new-build trailers

Trailers that are subject to type approval in the UK (see below) must be fitted with UK trailer
identification (ID) numbers before entering service. Manufacturers must apply for a trailer
identification number to be allocated to new-build trailers before they enter into service. The
manufacturer or “final supplier” is required to obtain a Consent to Supply authorization, which
includes a trailer ID number, from the DVSA before supplying these trailers to the operator.

Type Approval

Directive 2007/46/EC, which established a framework for the approval of motor vehicles and
their trailers, and of systems, components and separate technical units intended for such vehicles
(as amended, the Framework Directive) introduced a Europe-wide certification scheme for all
commercial vehicles, including among other things, small and large trailers. The Framework
Directive sets out the safety and environmental requirements that motor vehicles have to comply
with before being placed on the EU market. These standards make certain features mandatory, such
as electronic stability control; daytime running lights; and side guards to prevent pedestrians and
cyclists from falling under vehicles. The Directive makes the EU-WVTA system (see below)
mandatory for all categories of motor vehicles and their trailers.

EU Member States are required to designate one or more national “Type Approval Authority”
to test and approve the various classes of products that require approval. For motor vehicles in the
UK, the designated authority is the Vehicle Certification Agency (VCA). The UK implemented the
Framework Directive in the Road Vehicles (Approval) Regulations 2009, as amended (the Approval
Regulations).

All complete O1, 02, O3 and O4 type trailers are required to have “whole vehicle type
approval” or an approval certificate. Generally, the responsibility for obtaining type approval rests
with the manufacturer of the product. If a product is covered by a requirement for type approval it
is illegal to put that product on the market without the necessary certification. There are three
options for manufacturers looking to acquire type approval for their trailers: (i) Individual Vehicle
Approval (IVA), (ii) National Small Series Type Approval (NSSTA), and (iii) European Whole
Vehicle Type Approval (EU-WVTA).

The IVA is a UK approval scheme that ensures all imported, as well as domestically
manufactured, trailers meet the necessary technical requirements for safe use on roads throughout
Europe. Manufacturers should apply for IVA if they are making or importing a single vehicle or
trailer or very small number of vehicles or trailers that have not previously been registered in the
UK before. Each individual trailer is required to have a physical inspection at a Vehicle and
Operator Service Agency site in Great Britain, or a Driver Vehicle Agency in Northern Ireland.
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Companies that produce only a small number of trailers can apply for NSSTA as an alternative
to EU-WVTA. Such approval is only valid for trailers that are sold in the UK, as the NSSTA
standard is not recognized elsewhere in Europe. There are also strict limits on the number of units
a company is able to manufacture each year.

Manufacturers that produce trailers in large numbers are able to apply for EU-WVTA.
Manufacturers must first obtain approval for all components they plan to use in the manufacture of
their trailers. They can then seek approval for the entire vehicle. At each stage of the manufacturing
process, a sample of the vehicle will be tested. Once the tests are complete, the manufacturers can
then obtain a Conformity of Production Certificate or EC Certificate of Conformity. Once the design
has this certificate, individual vehicles of the same design no longer need to be tested. EU-WVTA
means a company can sell its trailers across Europe without the need for additional assessments.

International technical harmonization

The worldwide technical harmonization of vehicles is governed by two international
agreements — the 1958 Agreement and the 1998 parallel Agreement. These agreements establish
harmonized requirements at global level to ensure high levels of safety, environmental protection,
energy efficiency, and theft prevention.

The 1958 Agreement on the technical harmonization of vehicles was introduced by the United
Nations Economic Commission for Europe (UNECE). The Agreement provides the legal and
administrative context for establishing international UN Regulations with uniform performance-
oriented test provisions, administrative procedures for granting type approvals, conformity of
production and mutual recognition of the type approvals granted by contracting parties. The EU
became a contracting party to this agreement on March 24, 1998. A UN Regulation in force binds
legally all those Contracting Parties which signed the same Regulation.

The 1998 parallel Agreement applies in parallel to the 1958 Agreement. Its purpose is to
further enhance the process of international harmonization through the development of global
technical regulations (GTRs). The main difference is that the parallel agreement does not provide
for the mutual recognition of approvals granted on the basis of global technical regulations. The
1998 Agreement currently has 33 Contracting Parties, and 15 UN GTRs have been established in
the UN Global Registry.

Standards

These can be international standards (such as those developed by the International
Organization for Standardization), European standards or national standards (such as British
Standards). The use of standards is generally voluntary, but may be useful for the design of
products. In particular, some European standards are given special status as harmonized standards.
This will mean that compliance with the standard will give a presumption of conformity with EU
law.
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Material English Laws and Regulations Relating to Product Liability
Consumer Protection Act 1987 (CPA)

The CPA incorporates Directive No. 85/374/EEC on the approximation of the laws,
regulations and administrative provisions of the Member States concerning liability for defective
products (Product Liability Directive) into English law. The CPA provides a strict liability regime
where a consumer product does not provide the safety that persons are generally entitled to expect.
“Product” means any goods or electricity and includes a product comprised in another product, such
as a component part or raw material. There is a “defect” in a product if the safety of the product
is not such as persons generally are entitled to expect.

There is no need for the person to prove the fault or negligence of the producer. To succeed
in a claim under the CPA, the person must prove that the product was defective, that the person has
suffered damage and that there is a causal link between the defective product and the damage
suffered. Damage means death or personal injury or any loss of or damage to any property,
including land (provided the loss or damage to property is greater than £275). A person shall not
be liable under section 2 of the CPA for the loss of or any damage to the product itself or for the
loss or damage to the whole or any part of the product which has been supplied with the product
in question comprised in it.

Under section 2 of the CPA, a person may be liable for any damage caused wholly or partly
by a defect in a product if it is the producer of the product (in most cases this will be the
manufacturer), the first importer of the product into the EU, or the person whose brand-name or
mark appears on the product. A supplier (whether the distributor, retailer or wholesaler) may also
be liable in circumstances where it fails to provide information as to the origin of the product
(including the manufacturer or supplier further up the supply chain) within a reasonable period of
a request by the claimant. Where there are two or more persons liable by virtue of section 2 of the
CPA for the same damage, their liability shall be joint and several.

There are a number of defenses available under the CPA. A person who alleges it has suffered
damage as a result of the defective product must begin proceedings within three years from the date
they became aware, or should have reasonably become aware, of the damage, defect and identity
of the producer. There is also a ten-year long-stop provision from when a product was put into
circulation.

Part II of the CPA provides that the Secretary of State of the United Kingdom may make such
safety regulations as appropriate to ensure goods are safe. More than 50 such regulations have been
enacted to date covering topics as diverse as fireworks to furniture and furnishings. Certain of these,
such as the Road Vehicles (Brake Linings Safety) Regulations 1999 that prohibit the use of brake
linings containing asbestos, will be relevant for the manufacture of trailers. To the extent any other
of these regulations apply to the trailers, these also will need to be complied with by SDC Trailers.
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General Product Safety Regulations 2005, SI 2005/1803 (GPSR)

There is a parallel requirement that consumer products should not be dangerous under the
GPSR. The GPSR (or aspects thereof) applies to the extent that the products are not covered by
requirements set out in specific safety regulations. In essence, where there is EU law regulating the
safety of a product, the GPSR will only apply to the extent that a specific risk or category of risk
has not been dealt with.

The GPSR incorporates Directive No. 2001/95/EC on general product safety into English law.
Under the GPSR, a producer is not allowed to place a product on the market unless the product is
a safe product (regulation 5, GPSR). Furthermore, there is a presumption that the product conforms
to the specific rules of the law laying down the health and safety requirements which the product
must satisfy in order to be marketed in the UK.

Under the GPSR the following entities fall under the definition of producer: a manufacturer
established in an EU member state; an “own-brander” presenting itself as the manufacturer by
placing its name, trademark or other distinctive mark on the product; someone who reconditions the
product; if the manufacturer is not established in an EU member state, its representative in the EU
(if it has one); or, in any other case, the importer of the product into the EU or any other professional
in the supply chain whose activities may affect the safety properties of the product.

A “safe product” means a product which under normal or reasonably foreseeable conditions
of use does not present any risk or minimum risks considered to be acceptable for the safety and
health of persons. Placing an unsafe product on the market is a criminal offense under the GPSR.
The offense is one of strict liability. A company will commit an offense as soon as the unsafe
product is placed on the market, regardless of whether the company knows the product is unsafe at
that stage. The maximum penalty is an unlimited fine or imprisonment for a term not exceeding 12
months, or both.

New Code of Practice

In March 2018, the UK government published a new Code of Practice on consumer product
safety-related recalls and other corrective actions (PAS 7100) (Code of Practice) to improve product
safety recalls and other corrective actions. The Code includes details on how businesses can monitor
the safety of products and plan for a recall, as well as how market surveillance authorities can
support businesses in implementing corrective action.

Brexit
The vast majority of UK product safety law, and its strict liability regime for defective

products, is derived from EU law. When the UK leaves the EU, it is likely that this body of law will
remain unchanged, at least in the short term. This may change over time after the UK leaves the EU.
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English Statutes Which Apply to the Sale of Goods and Provision of Services

There are a number of statutes that may apply to a contract of sale or a contract for services
between SDC Trailers and its customers where the contract is subject to English law and where SDC
Trailers’ customer is not a consumer. These statutes include the Sale of Goods Act 1979 (SGA
1979), the Supply of Goods and Services Act 1982 (SSGA) and the Sale and Supply of Goods Act
1994.

These statutes regulate the sale of goods or supply of goods and impose implied terms and
conditions in contracts for the sale of goods or supply of goods (e.g. that the seller has the right to
sell the goods and in terms of quality and fitness for purpose). It is possible to negate or vary some
of the implied terms by agreement of the parties to the contract of sale, subject to complying with
the Unfair Contract Terms Act 1977 (UCTA).

The SSGA implies three terms into contracts for services, whether or not goods are transferred
as part of the services. These terms relate to the standard of performance of the services, time for
performance of the services, and price of the services. Subject to the application of UCTA, the
implied terms can be negated or varied by express agreement, or by the course of dealing between
the parties, or by such usage as binds both parties to the contract.

Under UCTA, in dealings other than with consumers, a business is only able to reduce or
extinguish its liability if the limitation is reasonable.

Product Liability Claims in Negligence

A claimant who has suffered personal injury or damage to its property as a result of a defective
product may also be able to bring a common law action for negligence against the manufacturer. A
claimant can bring a negligence claim concurrently with a statutory CPA claim. However, a claimant
cannot recover the same damages twice.

Rules Specific to Dealings with Consumers

When dealing with consumers, the Consumer Rights Act 2015 which incorporates Directive
2011/83/EU on consumer rights, will apply. When SDC Trailers offers (or introduces) any kind of
financing of trailers to consumers, the UK consumer credit regime may apply. The regulatory
framework consists of the Financial Services and Markets Act 2000, its secondary legislation, the
Financial Services and Markets Act 2000 (Regulated Activities) Order 2001, and rules and guidance
in the FCA Handbook, including the Consumer Credit sourcebook. Provisions of the Consumer
Credit Act 1974 (as amended) may also apply depending on the nature, type, and terms and
conditions of the agreement.
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OVERVIEW

Our history dates back to August 29, 1996 when our Company was first established as a
Sino-foreign joint venture with limited liability in Shenzhen, the PRC under the name of Shenzhen
Tianda Heavy Industries Ltd. (I K% B RIBM A BR/A 7)) (“Shenzhen Tianda”) and since then,
CIMC has been our Controlling Shareholder, On May 24, 2005, our Company was renamed as
CIMC Vehicles (Group) Co.. Ltd. ({4EEH(H E) AR A).

On October 23, 2018, our Company was converted into a joint stock company with limited
liability and was renamed as CIMC Vehicles (Group) Co., Ltd. ("4 H#(4E B B3 BRA &)
(“Conversion”). Immediately after the Conversion, our Company had a registered capital of
RMB 1,500 million, consisting of 1,500 million Shares with a nominal value of RMB1.00 each and
CIMC was interested in approximately 63.33% of our Shares. See “— Shareholders and Major

Shareholding Change of Our Company — Conversion” for details.

OUR BUSINESS MILESTONES

The following is a summary of our key business development milestones:

Year Event

1996. . ... .. e Our Company was established under the name of Shenzhen Tianda with CIMC
as our Controlling Shareholder

2002. . ... .. e We began to develop the business of manufacture and sale of semi-trailers and
truck bodies for specialty vehicles

2003....... *  We exported our chassis trailers into the North American market and launched
our global business operations

2004. . ... .. e We acquired CIMC Yangzhou and Huajun Vehicle and further expanded our
business in the PRC market,

2005 ...... *  We changed our name to CIMC Vehicles (Group) Co., Ltd. (PEREERA
MR T

2014....... e We launched our “Light Tower” plants and adopted automated production
facilities

2015....... e Shanghai Taifu, Nanshan Dacheng and Sumitomo Corporation became our

Pre-[REDACTED] Investors

e We acquired a number of overseas companies, including the US-based
Vanguard National Trailer and Belgium-based LAG Trailers

*  We established a number of subsidiaries across the world, including Malaysia,
South Africa_and Vietnam,_
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Year

Event

We further strengthened our presence in Europe through the acquisition of
Retlan Manufacturing Ltd., a company incorporated under the laws of the UK
and the then holding company of SDC Trailers

We were awarded “Top 100 in the Machinery Industry and Top 30 Enterprises
in the Automotive Industry” by China Machinery Industry Federation

We were awarded “Top 100 in the Machinery Industry and Top 30 Enterprises
in the Automotive Industry” by China Machinery Industry Federation for the
second consecutive year

We were awarded “The 16" China Top Ten Management Practices of 2018” by
World Manager Magazine

We were awarded “China Road Freight Transportation Industry Gold Award”
by China Federation of Logistics & Purchasing

Huajun Vehicle, our wholly owned subsidiary, was awarded “China Well-
known Trademark” by the State Administration for Industry & Commerce of

the PRC ("B % L7 BUE LA =)

OUR KEY SUBSIDIARIES

Shareholding
Date of Place of held by our
Name of company Principal business activities establishment incorporation Company
CIMC Shenzhen. . . . Manufacture and sale of semi- May 17, 2004 Shenzhen, 100%
trailers, specialty vehicles and Guangdong province,
machinery equipments for the PRC
roads and ports
CIMC Yangzhou . ... Manufacture and sale of December 14, Yangzhou, 100%
trailers, semi-trailers and 1991 Jiangsu province,
specialty vehicles the PRC
Huajun Vehicle . . . . . Manufacture and sale of October 30, 1997 Zhumadian, 100%
specialty vehicles and semi- Henan province,
trailers the PRC
Vanguard National Manufacture and sale of dry April 11, 2003 UsS 100%
Trailer . . . ... .. van trailers
SDC Trailers. . . . . . Manufacture and sale of semi- April 9, 1982 UK 100%

trailers

- 115 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

HISTORY, CONVERSION AND CORPORATE STRUCTURE

SHAREHOLDERS AND MAJOR SHAREHOLDING CHANGE OF OUR COMPANY
Shareholding structure

As of the Latest Practicable Date, we had eight Shareholders, namely CIMC, CIMC Hong
Kong, Shanghai Taifu, Taizhou Taifu, Shenzhen Longyuan, Nanshan Dacheng, Xiangshan Huajin
and Sumitomo Corporation, which held approximately 44.33%, 19.00%, 16.82%, 10.77%, 1.54%,
1.54%, 5.06% and 0.93% of the total issued share capital of our Company, respectively.

Major shareholding change

Upon incorporation, the registered capital of our Company was US$1 million. After several
rounds of capital injection and the Conversion, our registered capital was increased to RMB1,500
million as of the Latest Practicable Date. The major changes in our registered capital are

summarized as follows:

Year Changes in registered capital and shareholding

August 1996. .. Our Company was incorporated with a registered capital of US$1 million and
was owned by CIMC Hong Kong, Hailing Industry Co., Ltd. ($EEZERFRA
), Guotong Tiangang Industrial Development Co., Ltd. (% K #5 B £ B 5
7)) and Shenzhen Tianda Airport and Port Equipments Co., Ltd. (Y K25
B RATF]) as to 45.90%, 22.50%, 21.60% and 10.00%, respectively.

April 2002 . ... The registered capital of our Company was increased from US$1 million to
US$5 million and was owned by CIMC Hong Kong and Shenzhen CIMC
Container as to 68.40% and 31.60%, respectively.

April 2003 . ... The registered capital of our Company was increased from US$5 million to
US$30 million and Shenzhen CIMC Container transferred its entire equity
interest of 31.60% to CIMC, following which our Company was owned by
CIMC and CIMC Hong Kong as to 55.00% and 45.00%, respectively.

May 2005. . ... CIMC transferred 5.00% of our equity interest and CIMC Hong Kong
transferred 45.00% of our equity interest to CIMC Vehicle Investment,
following which our Company was owned by CIMC and CIMC Vehicle
Investment as to 50.00% and 50.00%, respectively.

September The registered capital of our Company was increased from US$30 million to
2005....... US$60 million, following which our Company was owned by CIMC and CIMC
Vehicle Investment as to 70.00% and 30.00%, respectively.

March 2008 ... The registered capital of our Company was increased from US$60 million to
US$75 million and our newly increased capital was subscribed by an
Independent Third Party, CR Trust, following which our Company was owned
by CIMC, CIMC Hong Kong and CR Trust as to 56.00%, 24.00% and 20.00%,

respectively.
November The registered capital of our Company was increased from US$75 million to
2011 . .... .. US$168 million by way of pro rata issue to all the then existing holders of our

equity interest.
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Year Changes in registered capital and shareholding
December The registered capital of our Company was increased from US$168 million to
2015 .. approximately US$212 million. Our newly increased registered capital was

subscribed by Shanghai Taifu, Longyuan Investment, Nanshan Dacheng and
Sumitomo Corporation (the “2015 Subscription™) at the total consideration of
approximately RMB1,350 million, which was determined after arm’s length
negotiations between the parties with reference to the appraised market value of
our equity interests as of December 31, 2014. Set forth below is our
shareholding structure immediately before and after the 2015 Subscription:

Percentage of Approximate

shareholding percentage of

immediately Consideration shareholding

before the 2015 for the 2015 after the 2015

Shareholders Subscription Subscription Subscription®

(RMB million)

CIMC. . . ... .. i 56.00% - 44.33%
CIMCHK . .............. 24.00% - 19.00%
CRTrust. .. ............. 20.00% - 15.83%
Shanghai Taifu® . . ... ... ... - 1,090 16.82%
Longyuan Investment® . . ... .. - 100 1.54%
Nanshan Dacheng® . .. ... ... - 100 1.54%
Sumitomo Corporation®. . . . . .. - 60 0.93%
Total . . . ... ... ... ... ... 100% 1,350 100%
(1) Any discrepancies between the total and the sum of amounts listed therein are due to
rounding.

(2) To the best of the information and knowledge of our Company, each of Shanghai Taifu,
Nanshan Dacheng and Sumitomo Corporation is independent from each other and an
Independent Third Party. See “— Pre-[REDACTED] Investments — Information about the
Pre-[REDACTED] Investors” in this section.

(3) Longyuan Investment was established as a limited liability company in the PRC on December
14, 2015 and is owned by our Director and certain management personnel of our Company,
namely Mr. Li Guiping (Z5#°F), Ms. Li Zhimin (&) and Ms. Mao Yi (E7), as to
80.00%, 10.00% and 10.00%, respectively. Longyuan Investment subscribed for our equity
interest for the purpose of setting up an employee shareholding platform and did not pay up
its contribution to our registered capital. Subsequently, Longyuan Investment transferred the
unpaid registered capital of our Company held by it to Shenzhen Longyuan, an employee
shareholding platform of our Company.
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Year

Changes in registered capital and shareholding

June 2016. . .

December

Longyuan Investment transferred its equity interest in our Company to Shenzhen
Longyuan on June 29, 2016 at nil consideration and Shenzhen Longyuan fully paid
its contribution to our registered capital after such transfer. Shenzhen Longyuan is
an employee shareholding platform of our Company and was established as a
limited partnership on April 29, 2016 in the PRC. The general partner of Shenzhen
Longyuan is Longyuan Investment which is owned by our Director and certain
management personnel of our Company, namely Mr. Li Guiping (Z#-F), Ms. Li
Zhimin (ZFEH) and Ms. Mao Yi (EX), as to 80.00%, 10.00% and 10.00%,
respectively. The limited partners of Shenzhen Longyuan are 24 individuals who
are, or were, our Director, Supervisors, senior management and/or employees of
our Company, including the following connected persons of our Company: (i) Mr.
Li Guiping (% #°F), who is our executive Director and is indirectly interested in
18.09% of the capital contribution of Shenzhen Longyuan; (ii) Mr. Liu Hongqing
(B1ULEE), who is our Supervisor and is indirectly interested in 3.19% of the capital
contribution of Shenzhen Longyuan; and (iii) Mr. Li Xiaofu (Z*B£H), who is our
Supervisor and is indirectly interested in 1.45% of the capital contribution of
Shenzhen Longyuan. None of the 24 individuals is interested in more than
one-third of the capital contribution of Shenzhen Longyuan. As Longyuan
Investment is owned as to 80.00% by Mr. Li Guiping, our executive Director,
Shenzhen Longyuan is in turn our core connected person. As far as we are aware,
Shenzhen Longyuan is not engaged, and does not intend to engage, in any
arrangement involving the grant of options to participants over new H Shares,
Shares convertible into new H Shares, or other new securities of our Company or
any of its subsidiaries which amounts to a share option scheme as described in
Chapter 17 of the Listing Rules.

CR Trust transferred approximately 10.77% and 5.06% of our equity interest held
by it to Taizhou Taifu and Xiangshan Huajin at the consideration of approximately
RMB&19 million and RMB384 million, respectively (the “2017 Share Transfer”),
both of which were determined after arm’s length negotiations among the parties
with reference to the appraised market value of our equity interest, the timing of
the investments and the prospects of our business. CR Trust ceased to be our
Shareholder after completion of the 2017 Share Transfer.

Details of our shareholding structure immediately before and after the 2017 Share
Transfer are set forth below:

Approximate Approximate
percentage of percentage of
shareholding shareholding
before the 2017 after the 2017
Shareholders Share Transfer” Share Transfer
CIMC. . . . . e 44.33% 44.33%
CIMCHK .. ... .. .. . ... ... 19.00% 19.00%
CRTrust. . ..o oo e e 15.83% -
Shanghai Taifu . . ... ... ... ........... 16.82% 16.82%
Taizhou Taifu® . . . .. ... ... ... ... ..... - 10.77%
Xiangshan Huajin®. . . .. ... ... .. ....... - 5.06%
Shenzhen Longyuan . . .. ... ... ......... 1.54% 1.54%
Nanshan Dacheng. . . . . ... ... ... ....... 1.54% 1.54%
Sumitomo Corporation . . . . . . ... ... ...... 0.93% 0.93%
Total . . . . ... ... ... . ... ... 100% 100%
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IEE—
(1) Any discrepancies in the above table between total and the sum of amounts listed therein are

due to rounding.

(2) Taizhou Taifu is an Independent Third Party. See “Pre-[REDACTED] Investments —
Information about the Pre-[REDACTED] Investors” in this section for its background.

(3) Xiangshan Huajin is our core connected person as the general partner of Xiangshan Huajin is
Shenzhen Longhui Gangcheng Enterprise Management Center (Limited Partnership) (IFIIFE
FEE A 25 E P A O IR E ) (“Shenzhen Longhui”) which is an employee shareholding
platform of our Company wholly owned by our Directors. See “— Information about the
Pre-[REDACTED] Investors — Xiangshan Huajin” in this section for further details of
Xiangshan Huajin. As far as we are aware, Shenzhen Longhui is not engaged, and does not
intend to engage, in any arrangement involving the grant of options to participants over new
H Shares, Shares convertible into new H Shares, or other new securities of our Company or any
of its subsidiaries which amounts to a share option scheme as described in Chapter 17 of the

Listing Rules.

As advised by our PRC legal advisors, all the changes in our registered capital and
shareholding as set forth above have been duly completed pursuant to the applicable PRC laws,
regulations and rules and are legally valid under the applicable PRC laws, regulations and rules.

Our Company has no outstanding options, warrants or convertibles as of the Latest Practicable
Date.

Conversion

On October 23, 2018, our Company was converted into a joint stock company with limited
liability and renamed as CIMC Vehicles (Group) Co., Ltd. ({FHEHLH(EE)BMH R/AF]). Our
registered capital was increased to RMB1,500 million and our Shareholders and their respective
shareholding percentages remained unchanged before and after the Conversion and up to the Latest
Practicable Date.

The table below summarizes the shareholding structure of our Company as of the Latest
Practicable Date and immediately prior to the completion of the [REDACTED] (assuming that the
[REDACTED] is not exercised):

Approximate
percentage of
Number of Shares shareholding
held as of the Latest as of the Latest
Shareholder Class of Shares held Practicable Date Practicable Date
CIMC. . ... ... . .. .. ... ... Domestic Shares 664,950,000 44.33%
CIMC Hong Kong . ... ........ Unlisted Foreign Shares 284,985,000 19.00%
Shanghai Taifu . .. ... ..... ... Domestic Shares 252,330,000 16.82%
Taizhou Taifu . . . ... ... ... ... Domestic Shares 161,602,500 10.77%
Xiangshan Huajin. . . . ... ... ... Domestic Shares 75,877,500 5.06%
Shenzhen Longyuan . .. ... ... .. Domestic Shares 23,160,000 1.54%
Nanshan Dacheng. . . . ... ... ... Domestic Shares 23,160,000 1.54%
Sumitomo Corporation . .. ... ... Unlisted Foreign Shares 13,935,000 0.93%
Total . . . ... ... ... ... ..... 1,500,000,000 100%
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As advised by our PRC legal advisors, all necessary consents, approvals, authorizations and
permissions required to be obtained for the Conversion have been obtained, and all the Conversion
steps have been duly completed pursuant to the applicable PRC laws, regulations and rules.

SPIN-OFF

The directors of CIMC believe that the Spin-off will better position CIMC Group and our
Group for growth in their respective businesses and deliver benefits to each of their respective
groups. CIMC considers that the [REDACTED] is in the interests of CIMC Group and its
shareholders taken as a whole for the following reasons:

1. The Spin-off will facilitate the further growth and business transformation of our Group
and provide investors with a clear indicator of the standalone market valuation of our
Group, which may enhance the overall value of CIMC.

2. The Spin-off will strengthen the operational management ability of both CIMC Group
and our Group, where their management teams can focus more effectively on their
respective businesses. The Spin-off will also allow our Group to enhance its corporate
governance through public scrutiny.

3. The revenues and profits of our Group will continue to be consolidated in the financial
statements of CIMC Group following the Spin-off, which will benefit the overall
financial performance of CIMC Group.

4.  The Spin-off will create a new investor base for our Group as it will be able to attract
new strategic investors who are seeking investments specifically in the semi-trailers and
truck bodies market.

5. CIMC Group and our Group will have separate fundraising platforms as a result of the
Spin-off, which will increase their respective financial flexibility and enhance their
ability to maintain stable cash flow to support sustainable growth.

6. Being a standalone listed company will bring numerous benefits to the business of our
Group, and the Spin-off will enhance the brand value and market influence of our Group
and promote the sustainable development of our Group.

We have been a subsidiary of CIMC in its latest financial year and therefore the requirements
relating to spin-off under Practice Note 15 of the Listing Rules apply to the [REDACTED]. CIMC
submitted a spin-off proposal to the Stock Exchange and the Stock Exchange has confirmed that
CIMC may proceed with the Spin-off.

In accordance with the requirements of Practice Note 15 of the Listing Rules, CIMC will give
due regard to the interests of the CIMC H Shareholders by providing [REDACTED] with an
Assured Entitlement to our H Shares by way of the [REDACTED]. See “Structure of the
[REDACTED] — The [REDACTED]” in this document for further details of the [REDACTED].
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PRE-[REDACTED] INVESTMENTS
Overview

On December 18, 2015, three investors, namely Shanghai Taifu, Nanshan Dacheng and
Sumitomo Corporation, subscribed for our equity interest at a total consideration of approximately
RMB1,250 million.

On December 7, 2017, Taizhou Taifu and Xiangshan Huajin acquired our equity interest from
CR Trust, the then Shareholder of our Company, at a total consideration of approximately
RMB1,203 million.

Shanghai Taifu, Taizhou Taifu, Xiangshan Huajin, Nanshan Dacheng and Sumitomo
Corporation held in total approximately 35.13% of our issued share capital as of the Latest
Practicable Date. See “— Shareholders and Major Shareholding Change of our Company -
Conversion” for details of the percentage of shareholding held by each of the Pre-[REDACTED]

Investors and our other Shareholders as of the Latest Practicable Date.
Principal terms of the Pre-[REDACTED] investments

The table below summarizes the principal terms of the pre-[REDACTED] investments in
December 2015:

Shanghai Taifu Nanshan Dacheng Sumitomo Corporation
Date of investment. . . . . . December 18, 2015 December 18, 2015 December 18, 2015
Amount of consideration Approximately RMB 1,090 Approximately RMB100 Approximately US$9.29
paid . . ... ... ... million million million (equivalent to
approximately RMB60
million)
Basis of consideration . . . . The consideration was determined after arm’s length negotiations between the parties
with reference to the appraised market value of our equity interest as of December 31,
2014.
Payment of consideration . . All the consideration payable by each of the Pre-[REDACTED] Investors was settled in

full by January 31, 2016.

Approximate investment RMB[REDACTED]
cost per Share . . ... ..

Discount to the [REDACTED]% (calculated based on the [REDACTED] of HK$[REDACTED], being
[REDACTED] price . .. the mid-point of the indicative [REDACTED] range of HK$[REDACTED] to
HK$[REDACTED])
Lock-up period . . . . . ... Our Shares held by the Pre-[REDACTED] Investors are subject to a lock-up period of 12

months after the date of [REDACTED] and the Pre-[REDACTED] Investors shall not
transfer, entrust other persons/companies to handle and manage, or request our Company
to repurchase our Shares held by them within the lock-up period.

Special rights . . . . ... .. It is agreed that all the special rights granted to the investors shall lapse or be terminated
upon [REDACTED].
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Shanghai Taifu Nanshan Dacheng Sumitomo Corporation
Use of proceeds. . . . .. .. The proceeds have been utilized in full as our general working capital.
Strategic benefits to our At the time of the investments, our Directors were of the view that the investments by
Company . . .. ...... these well established global investors demonstrated their confidence in our Company and

our Company would benefit from the additional capital that would be provided by the

investors.

Approximate shareholding 16.82%
in our Company after
completion of the
pre-[REDACTED]
investment and
immediately before the
[REDACTED]. . . . . ..

1.54% 0.93%

The table below summarizes the principal terms of the pre-[REDACTED] investments in

December 2017:

Date of investment. . . . ... ... ..

Amount of consideration paid. . . . . .

Basis of consideration . . . . ... ...

Payment of consideration . . . ... ..

Approximate investment cost per
Share . .. ... ... ... ... ..

Discount to the [REDACTED] price .

Lock-up period . . . ... ... .. ...

Special rights . . . . ... ... ... ..

Use of proceeds. . . . ... .......

Taizhou Taifu Xiangshan Huajin
December 7, 2017 December 8, 2017
Approximately RMB819 million Approximately RMB384 million

The relevant consideration was determined after arm’s length negotiation
between CR Trust as the seller and each of Taizhou Taifu and Xiangshan
Huajin as the purchaser with reference to the appraised market value of our
equity interest, the timing of the investments and the prospects of our business.

All the consideration payable by each of the Pre-[REDACTED] Investors were
settled in full by December 2017.

RMB[REDACTED]

[REDACTED]% (calculated based on the [REDACTED] of
HKS$[REDACTED], being the mid-point of the indicative [REDACTED] range
of HK$[REDACTED] to HK$[REDACTED])

Our Shares held by the Pre-[REDACTED] Investors are subject to a lock-up
period of 12 months after the date of [REDACTED] on the Stock Exchange
and the Pre-[REDACTED] Investors shall not transfer, entrust other
persons/companies to handle and manage, or request our Company to
repurchase our Shares held by them within the lock-up period.

It is agreed that all the special rights No special rights were granted to
granted to the investor shall lapse or Xiangshan Huajin.
be terminated upon [REDACTED].

Our Company did not receive the proceeds from the investments as such
investments involve the transfer of our equity interest from CR Trust to
Taizhou Taifu and Xiangshan Huajin.
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Taizhou Taifu Xiangshan Huajin
Strategic benefits to our Company . . . At the time of the investment, our Our Directors are of the view that the
Directors were of the view that the investment reflects our management’s
investment by such well established commitment to our Group.

investor demonstrated its confidence
in our Company.

Approximate shareholding in our 10.77% 5.06%
Company after completion of the
pre-[REDACTED] investment and
immediately before the
[REDACTED]. . . ... .......

Information about the Pre-[REDACTED] Investors
Shanghai Taifu

Shanghai Taifu is a limited partnership established in the PRC, the general partner of which
is Ping An Decheng, and the limited partners of which are Ping An Jinyun Project 1 Special Fund
CPE4#IEH 195 IHH4), Ping An Jinyun Project 2 Special Fund (*F-% 4 #EJH H 2 5 BIHHL ),
Ping An Jinyun Project 3 Special Fund (V% 4#1H H3958IH L), Ping An Life Insurance,
Shenzhen Ping An Consuming Technology Equity Investment Partnership (Limited Partnership) (¥
YT -2 SIE R R E 58 R ECE R4 )) and Chi Xiao who holds 0.83%, 9.94%, 5.37%,
26.86%, 17.32% and 39.60% of the interests in Shanghai Taifu, respectively. Ping An Decheng is
wholly owned by Shenzhen Ping An Financial which is ultimately owned by Ping An Group. Ping
An Life Insurance is ultimately controlled by Ping An Group as to approximately 99.51% of its
interests. Chi Xiao is wholly owned by Nanshan Group which is in turn ultimately controlled by
State-owned Assets Supervision and Administration Commission of the State Council and the
government of Guangdong Province collectively. Ping An Decheng, Ping An Life Insurance and Chi
Xiao are our Substantial Shareholders. See “Substantial Shareholders™ for details.

Shanghai Taifu is principally engaged in equity investment, industrial investment, investment
management and investment advisory service.

Taizhou Taifu

Taizhou Taifu is a limited partnership established in the PRC, the general partner of which is
Ping An Decheng, and the limited partners of which are Hangzhou Guoting Equity Investment Fund
Partnership (Limited Partnership) (FLHEIZERMERERSEGHBEFERES)), Ping An Life
Insurance, PKU Founder Life Insurance Co., Ltd. (At K77 IE AZZ R A BR/A 7]) and Ping An Health
Partnership who holds 11.61%, 47.62%, 2.32% and 38.33% of the interests in Taizhou Taifu,
respectively. PKU Founder Life Insurance Co., Ltd. is directly owned by Peking University Founder
Group Co., Ltd. (ALK IEAEEAR/AH]) (ultimately controlled by Peking University, a public
university in the PRC), Meiji Yasuda Life Insurance Company (a mutual company established under
Japanese law which are ultimately owned by those who enroll in its insurance policies) and Haier
Group (Qingdao) Finance Holding Co., Ltd. (BWEEE 5)SMZERARAF) (ultimately
controlled by Haier Group Corporation, a collective ownership entity (ZE#8 A #l{3)) as to
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51.00%, 29.24% and 19.76% of its interests. The ultimate beneficial owners of PKU Founder Life
Insurance Co., Ltd. are all Independent Third Parties. Ping An Decheng, Ping An Life Insurance and
Ping An Health Partnership are our Substantial Shareholders. See “Substantial Shareholders” for
details.

Taizhou Taifu is principally engaged in investment management and assets management.
Xiangshan Huajin

Xiangshan Huajin is a limited partnership established in the PRC, the general partner of which
is Shenzhen Longhui Gangcheng Enterprise Management Centre (Limited Partnership) (ZEYITi#E
TR I A 2645 B O (T IR B %%), “Shenzhen Longhui”) and the limited partner of which is Ningbo
Fengmei Industrial Limited Company (%JEIEHEEA/ATH, “Ningbo Fengmei”). The
partnership interest of Xiangshan Huajin is held as to 50.67% and 49.33% by Shenzhen Longhui and
Ningbo Fengmei. Shenzhen Longhui is the employees shareholding platform of our Company and
is owned by our Directors, namely Mr. Li Guiping (Z#"F), Ms. Zeng Beihua (% Jt#E) and Mr.
Wang Yu (E5), as to approximately 47.37%, 26.32% and 26.32%, respectively. Ningbo Fengmei
is owned by Mr. Zhou Xiaofeng (Jl#§l%) who was our Director within 12 months before the
[REDACTED], and his spouse Ms. Zhang Songmei (5RFAME), as to 80.00% and 20.00%,
respectively. Xiangshan Huajin is principally engaged in industrial investment. As Shenzhen
Longhui is wholly owned by our Directors, Xiangshan Huajin is in turn our connected person.

Nanshan Dacheng

Nanshan Dacheng is a limited liability partnership established in the PRC, the general partner
of which is Nanshan Fund which holds 0.10% of the interests in Nanshan Dacheng. The limited
partners of Nanshan Dacheng are Penghua Asset Management Co., Ltd. (%% = & A BRA Al
(“Penghua Asset”), Shandong Nanshan Aluminjum Co., Ltd. (ILIHCRGLL$E3ERA A BRA )
(“Shandong Nanshan”) (a company listed on the Shanghai Stock Exchange (stock code: 600219))
and Shenzhen Qianhai Financial Development Co., Ltd. (GIIHETE RS L4 RS EA A F)
(“Qianhai Financial”) which holds 69.93%, 14.99% and 14.99% of the equity interest in Nanshan
Dacheng, respectively. Nanshan Fund is ultimately owned by Mr. Song Zuowen (RYE) as to

49.50% as its largest shareholder who is an Independent Third Party. Penghua Asset is ultimately
controlled by Guosen Securities Co., Ltd. (BfFaEZKMARA ) (a company listed on the
Shenzhen Stock Exchange (stock code: 002736)) and Eurizon Capital SGR S.p.A. (which is
ultimately owned by Intesa Sanpaolo, a company listed on the Italian Stock Exchange) as to
approximately 70% of its interests, The remaining 30% interests of Penghua Asset is owned by 19
individuals. Qianhai Financial is ultimately owned as to 50% by Mr. Song Zuowen and a local
village committee (Ff[Z E®) collectively, 30% by Mr. Song Zuowen and Ms. Lv Shuling
collectively, and 20% by Ms. Jiao Weijuan, Mr. Jiao Jianbing, Ms. Cao Lin and Ms. Song Zuolan
collectively, respectively. The ultimate beneficial owners of Penghua Asset and Qianhai Financial
are all Independent Third Parties.

Nanshan Dacheng is principally engaged in equity investment and trustee services for equity
investment funds and asset management with a focus on new material industry.
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Sumitomo Corporation

Sumitomo Corporation is a Japanese trading conglomerate which is listed on the stock
exchanges in Tokyo, Nagoya and Fukuoka. It is principally engaged in investment, business of
export, import and sale of goods and materials including metal products, mineral resources, energy,
chemical and electronics products; transportation and construction systems; and infrastructure and
other related business activities.

Compliance with Interim Guidance and Guidance Letters

The Sole Sponsor confirms that the investments of the Pre-[REDACTED] Investors are in
compliance with the Interim Guidance on Pre-[REDACTED] Investments issued by the Stock
Exchange on October 13, 2010 and as updated in March 2017, the Guidance Letter HKEx-GL43-12
issued by the Stock Exchange in October 2012 and as updated in July 2013 and March 2017, and
the Guidance Letter HKEx-GL44-12 issued by the Stock Exchange in October 2012 and as updated
in March 2017.

Public float

As CIMC and CIMC Hong Kong will continue to be our Controlling Shareholders upon the
[REDACTED], our H Shares held by CIMC Hong Kong, a wholly owned subsidiary of CIMC, will
not be considered as part of our H Shares which form the public float according to Rule 8.08 of the
Listing Rules.

All of our other H Shares held by our Shareholders upon [REDACTED] will be counted
towards to the public float. See “Waivers from Compliance with the Listing Rules — Waiver in
respect of public float requirements” and “— Our Corporate Structure — Corporate structure
immediately following completion of the [REDACTED]” for further details.

Lock-up

Each of our existing Shareholders has undertaken not to transfer our Shares it held at the time
of [REDACTED] within one year since the [REDACTED]. See “Share Capital — Lock-up
Periods”.

ACQUISITIONS

Acquisitions of equity interest in Qingdao Special Vehicle and Qingdao Reefer during the
Track Record Period

On November 30, 2018, our Company entered into the following agreements:

(I) CIMC entered into an equity transfer agreement with our Company, pursuant to which
our Company agreed to purchase and CIMC agreed to sell 44.34% equity interest of
Qingdao Special Vehicle at a cash consideration of approximately RMB41,074,610
which was determined after arm’s length negotiations with reference to the appraised
market value as of June 30, 2017 as assessed by an independent valuer; and
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(2) CIMC Hong Kong entered into an equity transfer agreement with CIMC Vehicle
Investment, a wholly owned subsidiary of our Company, pursuant to which CIMC

Vehicle Investment agreed to purchase and CIMC Hong Kong agreed to sell 34.01%

equity interest of Qingdao Reefer at a cash consideration of approximately
RMB88,826,478 which was determined after arm’s length negotiations with reference to

| the appraised market value as of June 30, 2017 as assessed by an independent valuer.

Our Directors are of the view that the said acquisitions will enable us to acquire full control
of Qingdao Reefer and Qingdao Special Vehicle, both of which are engaged in our principal
business.

Qingdao Special Vehicle was established on November 1, 2004 under the laws of the PRC and
is principally engaged in the production of semi-trailers and truck bodies for specialty vehicles. It
was owned as to 55.66% and 44.34% by our Group and CIMC, respectively, immediately before the
completion of the transfer of equity interest.

Qingdao Reefer was established on November 30, 2007 under the laws of the PRC and is
principally engaged in production of semi-trailers such as refrigerated trailers. It was owned as to
65.99% and 34.01% by our Group and CIMC Group, respectively, immediately before the
completion of the transfer of the equity interest.

As of the Latest Practicable Date, we have completed the acquisition of Qingdao Special
Vehicle and Qingdao Reefer, following which Qingdao Special Vehicle and Qingdao Reefer have
become our wholly owned subsidiaries.

Post-Track Record Period Acquisition of equity interest in Zhenjiang Technology

We entered into the relevant equity transfer agreements on December 31, 2018 with Changshu
| Shenyi Van Manufacturing Co., Ltd. (AR B RHRIME R E AR/ H) (“Changshu Van”) and
Beijing Huitongtianxia IOT Technology Co., Ltd. (JtxiE# K NYHFEHARAF) (“Beijing
Huitong™), which are Independent Third Parties, respectively, in relation to the acquisition of
28.00% equity interest of Zhenjiang Technology from Changshu Van for a cash consideration of
RMB3,080,000 and the acquisition of 3.00% equity interest of Zhenjiang Technology from Beijing
Huitong for a cash consideration of RMB330,000 (“Zhenjiang Technology Acquisition”). The
consideration was determined after arm’s length negotiations with reference to, among others, the
registered capital of Zhenjiang Technology. Pursuant to the relevant equity transfer agreements, our
Company shall pay the consideration to Changshu Van in cash by installment and to Beijing
Huitong through one-off cash payment, subject to satisfaction of relevant pre-conditions provided
thereunder.
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Zhenjiang Technology is a limited liability company established under the laws of the PRC on
July 25, 2017, and is principally engaged in development and production of automatic tire inflation
systems. Changshu Van is principally engaged in manufacturing of truck bodies and Beijing
Huitong is principally engaged in development of logistics technology and provision of logistic
management services. We intend to acquire Zhenjiang Technology to principally expand our product
portfolio and enhance our research and development capability in energy saving and intelligent
technology. According to the unaudited management accounts of Zhenjiang Technology, in light of
its relatively short operation history, Zhenjiang Technology records the following as of and for the
financial year ended December 31, 2017 and 2018, respectively.

As of or for As of or for
the year ended the year ended
December 31, 2018 December 31, 2017

(approximate RMB’000)

(unaudited)
Total assets . . . . . . . . . . e e 10,107 9,510
Total revenue . . . . . . . .. 598 Nil
Profit/(loss) before taxation . . . . . . . ... ... ... ....... (333) (8)
Profit/(loss) after taxation . . . . . .. ... ... ........... (333) (8)

As of the Latest Practicable Date, the acquisition of Zhenjiang Technology has not been
completed and it is currently expected that the acquisition will be completed within 2019. Upon
completion of the acquisition, Zhenjiang Technology will become our non-wholly owned subsidiary
held by us as to 51.00%.

Waivers from strict compliance with the Listing Rules

Upon completion of the aforementioned acquisitions, Zhenjiang Technology will become our
subsidiary and we have set out the above information of Zhenjiang Technology which is comparable
to information required to be included in the announcement of a discloseable transaction under
Chapter 14 of the Listing Rules.

We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver
from strict compliance with Rules 4.04(2) and 4.04(4) of the Listing Rules in relation to the
aforementioned post-Track Record Period acquisition of Zhenjiang Technology. For details, see
“Waivers from Compliance with the Listing Rules — Waiver from Strict Compliance with Rules
4.04(2) and 4.04(4) of the Listing Rules”.
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OUR CORPORATE STRUCTURE

Our corporate structure after Conversion and immediately before the [REDACTED]

The follow

ing chart sets forth our shareholding structure as of the Latest Practicable Date and

immediately before the [REDACTED]:
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1. There

(6)
(7
(8)
%)
(10)
(11)

(12)

are in total 20 Tier 1 PRC subsidiaries directly wholly owned by our Company, namely:

CIMC Vehicle (Group) Xinjiang Co., Ltd. ("4 HUii (5 BB 88 A BRA 1)),

CIMC Yangzhou.

Zhumadian CIMC Wanjia Axle Co., Ltd. (5E8 )5 A4 B (L BRI A7 RA D).

Zhumadian CIMC Huajun Automobile Trading Co., Ltd. (5F85 )5 P LR RS 547 A A).
Liaoning CIMC Vehicle Logistics Equipment Co., Ltd. (% -8 54 i 264 6 BRA 7).
Xinjiang CIMC Vehicle Logistics Equipment Co., Ltd. (4 HUi(4E [8) 7 384 i 2 i A BRA 7).
Inner Mongolia CIMC Vehicle Logistics Equipment Co., Ltd. (A5 - 48 HUMH) T 44 45 BR A 7).
Sichuan CIMC Vehicle Logistics Equipment Co., Ltd. (PU)1] # 52 By i 45 5 A PR 7).
Jiangmen CIMC Intellect Logistics Equipment Co., Ltd. (7L 8% REX i 24 A BRZA 7).
Guangzhou CIMC Vehicle Logistics Equipment Co., Ltd. (& =5 Hi 4 i 25 4 BR A ).
Xiamen CIMC Vehicle Logistics Equipment Co., Ltd. (J& '] 82 Bl it 5 4 PR 7).

Nanning CIMC Vehicle Logistics Equipment Co., Ltd. (5§ % *F 8 Bl i 4 A BR A 7).
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(13)  Tianjin CIMC Vehicle Logistics Equipment Co., Ltd. (K8 Hii4) i 44 PR /), which directly
holds 100% equity interest of Tianjin Ximake Transportation Service Co., Ltd. (FK 7y B e i A BR 2
Gi))

(14)  Guangzhou CIMC Vehicle Sales Services Co., Ltd. (J&JN 42l & 47 BR2 7).

(15)  Shaanxi CIMC Vehicle Sales Service Co., Ltd. (B4 -p 42 HUi 8§ 8 IR G AT FRA 7).

(16) Hubei CIMC Vehicle Sales Service Co., Ltd. (-1t -P B84 5 IG5 A LA 7).

(17) Chongqing CIMC Vehicle Sales Service Co., Ltd. (Ht A2 Bl & 5 I A PR 7).

(18)  Shenzhen CIMC Vehicle Marketing Co., Ltd. (EHII-F4EHIH{ 5% 4 FR /A ), which directly holds 70%
equity interest of Guangzhou CIMC Vehicles Swap Transportation Leasing Co., Ltd. (J& | =4 B [
BMAE A FR/AF]). The remaining 30% equity interest is held by Youjia Intellect Vehicle Management
(Shenzhen) Co., Ltd. (B BRHE AN A FRA D).

(19)  Shenzhen CIMC Vehicle Marketing Service Co., Ltd. (I H 42 B 5 & IR % 45 PR 28 7)), which directly
holds 100% equity interest of Shanghai CIMC Vehicle Sales Services Co., Ltd. (b AR HHIER
BA PR ) and indirectly owns 100% equity interest in Shanghai Ximake Transportation Service Co.,
Ltd. (753558 i % 45 FR/A 7)) and Beijing CIMC Vehicle Sales Services Co., Ltd. (LIt H4EH
S S A R D).

(20) Zhenjiang CIMC Intellect Logistics Equipment Co., Ltd. CBELYT A 4 s 0 B R A AT PR 7).

2. There are in total another 8 Tier 1 PRC subsidiaries which are owned by our Company (including CIMC
Vehicle Investment) and other shareholders (including CIMC and/or its associates), details of which are set out
in the table below. To the best information and knowledge of our Company, save as disclosed hereunder, all
the minority shareholders are Independent Third Parties:

Approximate
shareholding percentage
held by
our Company (and/or Approximate shareholding
CIMC Vehicle percentage held by other
Name of the Tier 1 PRC subsidiary Investment) shareholders

CIMC Jiangmen,. . . . . ........ Our Company 76.59% Jiangmen Yinchuang 18.30%
Investment Partnership
(Limited Partnership) (VL
P SRAICE S A2
REE)L (“Jiangmen
Yinchuang”)

Shenzhen Xinrui Zhicheng 5.11%
Enterprise Management

Center (Limited

Partnership) (GYITHfE &R
HARERE O CH R A

)L (“Shenzhen Xinrui”)

CIMC Dongyue . . . . ... ...... Our Company 70.10% Shandong Huayue 25.00%
Investment Co., Ltd. (113K
FRRE AR AT)

Liangshan County Taifu 4.90%
Equity Investment

Partnership (Limited

Partnership) (2 ILIERZE 4R
IRES B S A SECH IR

B

CIMC Luoyang . . .. ... ...... Our Company 71.47% Luoyang Lingyu Industrial 26.18%
Development Co., Ltd. (&
W vk T B S R AT PR A W)

Luoyang Lingyu Trade 2.35%
Center (Limited

Partnership) (754 %

LD (T R 1)L
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Name of the Tier 1 PRC subsidiary

Approximate

shareholding percentage

held by

our Company (and/or
CIMC Vehicle

Investment)

Approximate shareholding

percentage held by other

shareholders

CIMC Wuhu. . . ............

CIMC Vehicles (Shandong) Co., Ltd.
(PR ARAR). ...

CIMC Jidong (Qinhuangdao) Vehicle
Manufacturing Co., Ltd. (PR
(REEHHMEARAT) . . ...

CIMC-SHAC ... ...........

Vanguard Trailer Rental . . . . . . ..

I=

Our Company

Our Company
CIMC Vehicle
Investment

Our Company

CIMC Vehicle
Investment

Our Company

CIMC Vehicle
Investment

Our Company

CIMC Vehicle
Investment

72.26%

44.00%

43.01%

50.00%

25.00%

50.00%

25.00%

55.00%

25.00%

Jiangmen and are therefore our core connected persons.

S

Wuhu Ruijiang Investment
Co., Ltd. (EWILAEH
MR

Wuhu Jiangyang Asset
Management Center
(Limited Partnership) (4
LV A B O (PR
)L

Jinan Automobile Refit

Factory ({%md 1E 225 )

Tangshan Jidong Material
& Trade Group Co., Ltd.
O LI TSR B 4 AT FR

AT

Shaanxi Heavy Automobile
Co., Ltd. (P EEGREHA
FRZ D)

Shenzhen Huixin
Enterprise Management
Center (Limited
Partnership) ({EIIFESS 3%
EHAPOAEREE)S

Zhenjiang Yulong
Investment Co., Ltd.

(BT AT PR 7))

HOPU Trailer Investment
Company Limited

shareholding platform of CIMC Dongyue and is therefore our connected person.

I

B

platform of CIMC Wuhu and is therefore our core connected person.

s

platform of Vanguard Trailer Rental and is therefore our core connected person.
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25.91%

1.83%

12.99%

25.00%

25.00%

5.00%

5.00%

10.00%

Both Jiangmen Yinchuang and Shenzhen Xinrui are the employees’ shareholding platforms of CIMC
Liangshan County Taifu Equity Investment Partnership (Limited Partnership) is the employees’
Luoyang Lingyu Trade Center (Limited Partnership) is the employees’ shareholding platform of CIMC
Luoyang and is therefore our core connected person.

Wuhu Jiangyang Asset Management Center (Limited Partnership) is the employees’ shareholding

Shenzhen Huixin Enterprise Management Center (Limited Partnership) is the employees’ shareholding
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3. Our Company indirectly holds (1) Shandong Wanshida through CIMC Dongyue, which holds 100% equity
interest in Shandong Wanshida; (2) Wuhan Shengji Logistics, Shenzhen Shengji Logistics, and Shanghai
Rongji Logistics through Vanguard Trailer Rental, which holds 100% equity interest in Wuhan Shengji
Logistics, Shenzhen Shengji Logistics and Shanghai Rongji Logistics.

4. Our Company, together with our wholly owned subsidiary, CIMC Vehicle Investment, holds 100% equity
interest in the following Tier 1 PRC subsidiaries:

(1) CIMC Liaoning, which is owned by our Company and CIMC Vehicle Investment as to 75.00% and
25.00%, respectively.

(2)  Shanghai CIMC Special Vehicles Co., Ltd. (LiFH8EEFHATRAF]), which is owned by our
Company and CIMC Vehicle Investment as to 75.00% and 25.00%, respectively.

3) CIMC Shenzhen, which is owned by our Company and CIMC Vehicle Investment as to 75.00% and
25.00%, respectively. It in turn holds 100% equity interest in CIMC Dongguan.

(4) Huajun Foundry, which is owned by our Company and CIMC Vehicle Investment as to 68.30% and
31.70%, respectively.

(5) Huajun Vehicle, which is owned by our Company and CIMC Vehicle Investment as to 74.50% and
25.50%, respectively. It in turn holds 100% equity interest in CIMC Gansu.

(6) CIMC Shanghai Logistics, which is owned by our Company and CIMC Vehicle Investment as to 40.00%
and 60.00%, respectively. CIMC Shanghai Logistics owns 100% equity interest in Shanghai CIMC
Automobile Examination and Repair Co., Ltd. (i -PEERFRPEIABR/A ) and 79.22% equity
interest in CIMC Shanghai Baojian. The remaining 20.78% equity interest in CIMC Shanghai Baojian
is owned by an Independent Third Party Shanghai Xinjiang Industrial Co., Ltd. (I8 VLE 24 FRA
A).

(7) Qingdao Reefer, which is owned by our Company and CIMC Vehicle Investment as to 62.25% and
37.75%, respectively.

(8) Qingdao Special Vehicle, which is owned by our Company and CIMC Vehicle Investment as to 72.73%
and 27.27%, respectively.

5. Our Company, together with our wholly owned subsidiary, Manson Technology, holds 100% equity interest in
the following Tier 1 PRC subsidiaries:

(1) Qingdao Eco-Equipment, which is owned by our Company and Manson Technology as to 53.00% and
47.00%, respectively.

(2)  Jiangsu Baojing, which is owned by our Company and Manson Technology as to 72.00% and 28.00%,

respectively.
6. Manson Technology is a wholly owned subsidiary of our Company incorporated in Hong Kong on April 26,
2000.
7. CIMC Vehicle Investment is a wholly owned subsidiary of our Company incorporated in BVI on March 6,
1998.
8. Our Company, through Manson Technology, indirectly owns the following overseas subsidiaries:

(1) Charm Beat Enterprises Limited, a company incorporated in BVI and wholly owned by Manson
Technology. It owns 82.00% equity interest in CIMC Vehicle (Thailand) Co., Ltd. (“CIMC Thailand”)
and the remaining 18.00% equity interest in CIMC Thailand is owned by Sumitomo Corporation, our
Shareholder.

(2) CIMC Vehicles (Malaysia) Sdn Bhd., a company incorporated in Malaysia and wholly owned by
Manson Technology.

3) CIMC Vehicles (Vietnam) Limited Liability Company, a company incorporated in Vietnam and wholly
owned by Manson Technology.

(4) CIMC Vehicle Europe GmbH, a company incorporated in Germany and wholly owned by Manson
Technology.
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(5)

(6)

(7

CIMC Trailer Poland Sp.z.0.0., a company incorporated in Poland, in which 99.00% equity interest is
owned by Manson Technology and 1.00% equity interest is owned by CIMC Vehicle Investment.

CIMC Australia Road Transport Equipment Pty Ltd., a company incorporated in Australia and wholly
owned by Manson Technology. It in turn owns 100% equity interest in General Transport Equipment
Pty Ltd. (incorporated in Australia).

CIMC Rolling Stock Australia Pty Ltd., a company incorporated in Australia and, in which 70% equity
interest is owned by Manson Technology and 30% equity interest is owned by CIMC Capital Australia
Pty Ltd., an associated company of CIMC Group.

9. Our Company, through our wholly owned subsidiary, CIMC Vehicle Investment, indirectly owns the following
overseas subsidiaries:

(1)

(2)

(3)

(4)

(5)

(6)

)

(8)

9)

CIMC Vehicles (HK) Limited, a company incorporated in Hong Kong and wholly owned by CIMC
Vehicle Investment.

CIMC Holdings Australia Pty Ltd., a company incorporated in Australia and wholly owned by CIMC
Vehicle Investment. It in turn owns the entire equity interest in each of Marshall Lethlean Industries Pty
Ltd. and CIMC Vehicle Australia Pty Ltd., both of which were incorporated in Australia.

CIMC USA, Inc. (“CIMC USA”), a company incorporated in the United States and wholly owned by
CIMC Vehicle Investment. CIMC USA holds the entire equity interest in CIE, CIMC Reefer Trailer, Inc.
and Vanguard National Trailer, which were all incorporated in the United States.

CIMC Commercial Tires Inc., a company incorporated in the United States, in which 55% equity
interest is held by CIMC USA, 25% equity interest is held by an Independent Third Party, Zhongce
Rubber Group and 20% equity interest is held by an Independent Third Party, Leopard Inc.,
respectively.

CIMC Vehicles South Africa (Pty) Ltd., a company incorporated in South Africa and wholly owned by
CIMC Vehicle Investment.

CIMC TRAILER RUS LLC, a company incorporated in Russia, in which 99.99% equity interest is held
by CIMC Vehicle Investment and 0.01% equity interest is held by Manson Technology.

CIMC Vehicles (Bahrain) Factory WLL, a company incorporated in Bahrain, in which 70% equity
interest is owned by CIMC Vehicle Investment and the remaining 30% equity interest is owned by an
Independent Third Party, Zahid Tractor & Heavy Machinery Co. Ltd.

CIMC Vehicle Europe Cooperatief U.A. (“CIMC Vehicle Europe”), a company incorporated in
Netherlands, is directly owned by CIMC Vehicle Investment and Manson Technology as to 99% and 1%
of its equity interest, respectively. CIMC Vehicle Europe directly holds 100% equity interest in each of
CIMC Vehicles UK Limited (incorporated in the UK, “CIMC Vehicles UK”), Burg Carrosserie B.V.
(incorporated in Netherlands) and Exploitatiemaatschappij Intraprogres B.V. (incorporated in
Netherlands). CIMC Vehicle Europe also indirectly holds 100% equity interest in (i) MDF Engineering
Ltd., SDC Trailers and Retlan Manufacturing Limited (all of which were incorporated in the UK),
through CIMC Vehicles UK, (ii) Burg Trailer Service B.V. (incorporated in Netherlands), through Burg
Carrosserie B. V., (iii) Immoburg NV (incorporated in Belgium), LAG Polska Sp.z.0.0. (incorporated
in Poland), LAG Service Polska Sp.z.0.0. (incorporated in Poland), LAG Immopolska Sp.z.o.o.
(incorporated in Poland) and LAG Trailers (incorporated in Belgium) through Burg Carrosserie B.V.
and Exploitatiemaatschappij Intraprogres B.V..

Growth Fortune Fze, a company incorporated in Djibouti and wholly owned by CIMC Vehicle
Investment.
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Corporate structure immediately following completion of the [REDACTED]

The following chart sets forth our shareholding structure immediately following completion
of the [REDACTED] (assuming the [REDACTED] is not exercised and no changes in the
following shareholdings since the Latest Practicable Date):

[REDACTED].

- 133 -

‘ \L 100%
e Shanghai Taizhou Xiangshan Nanshan Shenzhen CIMC Sumitomo Publi
(PRC) Taifu Taifu Huajin Dacheng Longyuan ‘ Hong Kong Corporation” Qhuri-lhulilcrs
(PRC) (PRC) (PRC) (PRC) (PRC) (Hong Kong) (Japan) > h
l [REDACTED] % l[REDACTED]% i[REDACTED]% l[REDACTED]% l[REDACIED]% l[REDACTED]lZ: l[REDACTED]% l[REDACTED]% l [REDACTED] %
\
(PRC)
(1) | ©6) (@)
I
100% ‘ 100% 100%
Tier 1 ‘ Manson \Ssl}?'/[fe
PRC Technology 1
subsidiarics | | (Hong Kong) fnvestment
T ) (BVI)
5
llOUC/r [ J i 1®
Tier 2 ) | Tier 2
PRC Tier 1 .
o PRC overseas
subsidiaries o subsidiaries
subsidiaries
lloow ‘ !
. Tier 3
Tier 3
PR \ e
subsidiaries subsidiaries
2) @) ‘
)
R L L | L
: Other L7777> [j;’c Tier 1 ‘ Tier 2
| shareholders ) | non-wholly owned PRC overseas
L n S subsidiaries subsidiaries
subsidiaries ‘
o ] \ i
Tier 2 Tier 2 ‘ Tier 3 and lower
PRC PRC overseas
subsidiaries subsidiaries subsidiaries
Onshore | Offshore
X Our H Shares held by Sumitomo Corporation will be counted towards public float following completion of the



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

OVERVIEW

We are a leader in the global semi-trailer industry with well-recognized brands in the principal
markets where we operate. We began to manufacture and sell semi-trailers in 2002, According to
Frost & Sullivan, we have been the world’s largest semi-trailer manufacturer in terms of total sales

volume for five consecutive years since 2013, with a 10.3% market share in 2017 in terms of sales

volume_of semi-trailers. In China, we ranked first in the semi-trailer industry by sales volume in

2017, with a market share of 15.7%. In North America, our principal overseas market, we ranked
among the top five semi-trailer manufacturers in 2017 in terms of sales volume, according to Frost
& Sullivan.

We primarily engage in the manufacture and sale of semi-trailers and truck bodies for
specialty vehicles. Our semi-trailer products include five product lines, namely, chassis and flatbed
trailers, fence trailers, tank trailers, refrigerated trailers and van trailers. In 2017, we launched our
center-axle car carrier in China. Our truck body products include dump beds for dump trucks,
mixers for mixer trucks and a wide range of other truck bodies for specialty vehicles.

We market and sell an extensive range of semi-trailers and truck bodies in China, North
America, Europe and other regions, covering over 40 countries. We market and sell our products in
China under the “CIMC (H%E),” “CIMC Tonghua (H#E##E),” “CIMC Huajun (F4EZFEER)”
“Ruijiang Vehicles (ii{L{5H),” “Dongyue Vehicles (3 #iffi)” and “Lingyu Vehicles (4 T 1< HL)”
brands, and outside China under the “CIMC,” “Vanguard,” “SDC” and “LAG” brands, which are
among the most recognized names in the global semi-trailer industry.

We demonstrated a track record of revenue and profit growth in recent years. In 2016, 2017
and 2018, our revenue was RMB14,555.6 million, RMB19,367.0 million and RMB24,168.2 million,
respectively, and our profit for the year was RMB752.8 million, RMB1,011.5 million and
RMB1,232.0 million, respectively.

OUR STRENGTHS

We believe that the following competitive strengths contribute to our success and distinguish
us from our competitors:

Highly integrated and synergistic global operation and local knowledge

We believe “global operation, local knowledge” (ZBR%E##, HiJ7% &) has been our most
valued competitive advantage and the key to our continued growth and leading position in the
global semi-trailer industry.

We attribute the success of our global operations to our strong capabilities in terms of
cross-over design, inter-continental production and global supply chain:

. Cross-over design: Capitalizing on our successful acquisitions and integration of several
well-known brands in China, North America and Europe, we enjoy significant synergies
from sharing design and production knowledge among our product portfolios across
these regions. For example, by utilizing the tank trailer design expertise of LAG Trailers,
we can efficiently adapt our trailer design to local standards and tailor our products to
satisfy the needs of local markets, while also leveraging our cost-effective raw material
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procurement and strong production capability in China. In 2013, we developed for a
well-known Middle Eastern oil company a series of customized oil tank trailers, the
revenue from which in 2015 alone amounted to over US$50 million.

Inter-continental production: Our main manufacturing and assembly plants are located
across eight countries. To maximize the comparative advantages of our facilities in terms
of cost, design and technologies, we typically manufacture certain products cost-
effectively in China, such as chassis trailers, while conducting final assembly locally in
the overseas markets. We also manufacture certain other products in the overseas plants,
such as dry van trailers and curtain-side trailers, which are manufactured in our plants
in the US and the UK, respectively. Our inter-continental production is largely enabled
by our tailored product design and packaging solution to better utilize the container
space for packing more components, which minimizes our logistic and transportation
costs.

Global supply chain: Benefiting from economies of scale, our strong bargaining power
and extensive supplier options globally, we enjoy enhanced procurement efficiency,
including access to large-scale steel supplies with competitive pricing in China and a
wide selection of advanced or customized parts and components meeting local
specifications. We secure the supply of key raw materials, parts and components through
our long-term strategic relationships with leading global suppliers. We also enjoy
deepened cooperation with certain key suppliers through joint research and development
efforts. In addition, our customers can enjoy convenient maintenance and repair services
from our suppliers, such as BPW, with its extensive global network.

We believe that “local knowledge” is the other pillar of our core competitiveness. To drive our

long-term growth and capture local market opportunities more efficiently, we leverage the

knowledge and experience of localized management teams to better understand local customer

preferences and regulatory requirements, which allows us to overcome difficulties arising from

cultural and geographical differences. As of December 31, 2018, our overseas staff accounted for

approximately 16.3% of our total number of employees. To better support our global operations, we

have adopted the following measures:

engaging local management teams for daily operations;
adopting profit-sharing incentive programs;
granting appropriate level of authority to local chief executive officers; and

establishing effective corporate governance.

We believe the continuous pursuit and successful implementation of “global operation, local

knowledge” has allowed us to expand our business in global markets and to create synergies among

our subsidiaries in different countries in terms of design, supply chain, manufacturing and assembly,

as well as sales and services.
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Outstanding manufacturing and research and development capabilities

In recent years, we have expanded the geographical coverage of our production. We have
established 31 manufacturing and assembly plants located in China, the US, the UK, Belgium,
Poland, Australia, Thailand _and South Africa, As of December 31, 2018, our global manufacturing
plants have a combined capacity to produce over 160,000 units per year.

In addition to expanding our global coverage, we have been upgrading and improving our
manufacturing practices and processes, focusing on modularized designs and automated production.
In 2014, we launched our “Light Tower” plants in China, under which we transformed our
traditional labor-intensive production into an automated process. These “Light Tower” plants are
manufacturing plants with highly automated equipment, such as digital laser cutters, robotic
welding stations and KTL and powder coating lines, to help us improve product quality and
consistency, enhance productivity and cost efficiency. In addition, we have adopted
environmentally friendly technology, such as KTL to reduce waste discharge. As of the Latest
Practicable Date, we had three automated “Light Tower” plants, in Dongguan, Yangzhou and
Zhumadian.

We have also focused our research and development efforts on upgrading technical features,
enhancing product performance and increasing the standardization of key components. Due to these
efforts, we have streamlined our production process and improved our manufacturing and assembly
efficiency.

As of December 31, 2018, we had over 600 research and development personnel, comprising
electrical engineers, mechanical engineers, industrial design engineers, software and computer
system engineers, who are based in China and overseas, such as in the UK and Belgium. We
introduced the first generation of center-axle car carriers, and the first generation of curtain-side
trailers in China. We led or actively participated in the development of 14 national and industry
standards in China. We held over 800 patents on our products and technologies globally as of the
Latest Practicable Date. We believe these achievements are a testament to our continual pursuit of
innovation and strong research and development capabilities that have led to market-leading
products.

Proven track record of successful worldwide acquisitions and investments

Our global operations have benefited from our selective and successful worldwide
acquisitions and effective integrations. Since we began to manufacture and sell semi-trailers in
2002, we have strategically expanded our product portfolio and established geographic coverage in
China, North America and Europe through a series of acquisitions:

. In China, the acquisition of CIMC Yangzhou and Huajun Vehicle in 2004 enabled us to
expand our business in the PRC semi-trailer and truck body markets. We have also
expanded our product portfolio by investing in CIMC Luoyang, CIMC Wuhu and CIMC
Dongyue in 2007, all of which are well-known semi-trailer and truck body
manufacturers in China. These acquisitions also diversified our product portfolio,
enhanced our brand and market position, and increased our market share in different
regions in China.
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. In North America, we acquired Vanguard National Trailer in 2015, our first US business
specializing in dry van trailers, which was established by CIMC in 2003. Our senior
management team carried out a series of effective restructuring measures to turn around
its business from near-bankruptcy to a prominent dry van trailer manufacturer in North
America. Our business expansion in the US refrigerated trailer and chassis trailer
markets mainly resulted from our establishment of CIMC Reefer Trailer Inc. and our
acquisition of CIE.

. In Europe, we acquired LAG Trailers, a Belgium-based manufacturer specializing in
tank trailers, which was previously acquired by CIMC in 2007. Upon the acquisition of
LAG Trailers in 2015, we carried out a series of restructuring measures to turn around
its operations from continuous losses to a net profit during the Track Record Period. We

later acquired SDC Trailers in 2016, a UK-based manufacturer specializing in
curtain-side trailers and chassis trailers. This acquisition has further expanded our
product portfolio, and strengthened our presence in the European market.

Our implementation of an efficient and localized operation and management model, such as
putting in place an effective profit-sharing incentive program, prioritizing high-value product sales
and adopting cost reduction initiatives, have helped us achieve extensive global reach and
significant synergies across regions.

As a leading global semi-trailer manufacturer, we distinguish ourselves by providing
customers with innovative and integrated solutions. For example, in 2017, we started our trailer
rental business in China. Utilizing our extensive customer base and sales and services network, we
can provide more flexible fleet management solutions to our customers in the logistics business.
Moreover, our trailer rental services support our after-sales business and enhance market acceptance
of our new semi-trailer products.

We believe the proven track record of our strong acquisition and integration capabilities will
enable us to effectively seize further consolidation opportunities, strengthen our leading position in
China and overseas markets and further improve our profitability.

Comprehensive portfolio of brands and products targeting different regional markets and
customers

We maintain a multi-brand strategy supported by a comprehensive portfolio of semi-trailer
and truck body products. We have established ourselves as a leading global semi-trailer
manufacturer with well-recognized brands in the principal markets where we operate.

We market our products under nine major brands, each with distinct brand positioning:

. Our CIMC-branded products principally include chassis and flatbed trailers, fence
trailers, tank trailers, refrigerated trailers, van trailers, center-axle car carriers and
mixers for mixer trucks, which are marketed in the mid-level to high-end segments of
semi-trailers and truck body markets. Our CIMC-branded products are mainly offered in
China, the US, Poland, Malaysia, Thailand and Australia.
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. In China, CIMC Huajun and CIMC Tonghua are our brands marketed in the mid-level
to high-end segments of semi-trailers and truck bodies, Ruijiang Vehicles and Lingyu
Vehicles are mainly marketed to the mid-level market segment, and Dongyue Vehicles
mainly in the affordable market segment. These brands mainly offer chassis and flatbed
trailers, fence trailers, tank trailers, center-axle car carriers, dump beds for dump trucks
and mixers for mixer trucks.

. Vanguard is a well-known US trailer brand that is mainly marketed in the dry van trailer
and refrigerated trailer markets. Our Vanguard-branded products are mainly sold in
North America to leading logistics companies requiring professional equipment.

. In Europe, SDC Trailers is a leading manufacturer of curtain-side trailers and chassis and
flatbed trailers, and LAG Trailers is a leading tank trailer manufacturer. LAG Trailers
has over 80 years of operating history in the trailer manufacturing industry. Our SDC and
LAG-branded products are marketed in the mid-level to high-end market segments and
mainly sold in Europe.

We believe that our strong portfolio of well-known brands and products have been essential
to our success, and will provide us with a solid basis to further penetrate various markets.

Experienced and visionary management team and solid corporate governance

We have an experienced and visionary global management team whose industry and corporate
management experience has allowed us to establish a track record of strong financial performance.
Core members of our senior management team have an average of over 24 years of professional
experience in related industries, and an average of over 14 years of experience with us. Since we
began to manufacture and sell semi-trailers in 2002, Mr. Mai Boliang, our chairman, and Mr. Li
Guiping, our chief executive officer and president, have worked together to build our Company
from the ground up, and have led the strategic direction of our operations along the way. Mr. Mai
Boliang has over 30 years of industry and management experience in related industries. Mr. Li
Guiping has 15 years of experience in the trailer industry in addition to over 14 years of
professional experience in related industries. We intend to continue to draw on our management’s
industry expertise and professional management skills to successfully implement our growth
strategies. We believe that the proven capability, leadership, vision, loyalty and consistent efforts
of our management team and their extensive experience in the trailer industry are key to our success
and will continue to drive our future growth.

We have a well-established corporate governance structure designed for global operations. As
a subsidiary of CIMC, a leading global equipment and solution provider listed in China and Hong
Kong, we have established a transparent and well-developed governance structure. The investments
from, and our business relationship with, our key Shareholders have also demonstrated their
confidence in our corporate governance structure, which will continue to be the basis for our
sustainable growth.
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STRATEGIES

Our objective is to strengthen our leading position in the global semi-trailer market. To this
end, we intend to implement the following key strategies:

Strengthen our global operations with comprehensive local knowledge

We will continue to deepen our global operations and enhance our presence in selected
markets. To achieve this goal, we plan to focus our efforts on expanding and upgrading our
manufacturing and assembly capabilities. We also actively explore opportunities across regions, to
create synergies with local brands in terms of design, manufacturing and sales support.

. North America: We intend to increase our production and/or assembly capability for
refrigerated trailers and chassis trailers in the US. In particular, we plan to develop (i)
a new automated production facility for chassis trailers so that we will be capable of
manufacturing chassis trailers locally in the US to maintain closer business relationships
with existing North American customers headquartered in the eastern US and to mitigate
the adverse effects from any increase in the US import tariffs on semi-trailers and
components imported from China, (ii) a new automated production facility for
refrigerated trailers in the US to further enhance our refrigerated trailer production
capacity and increase our market share in North America by capitalizing on the more
automated facilities equipped in such new production facility and the consequent
improved production efficiency and lower unit production cost, to meet diversified and
changing market demand through our differentiated products with different target
markets, and to mitigate the adverse effects from any increase in the US import tariffs
on semi-trailers and components imported from China, and (iii) a new assembly plant for
high-end refrigerated trailers in the US over the next five years to support our
manufacturing capacity in China, to effectively stimulate customer demand through
product upgrading and to further enhance our brand name and increase our market share
for refrigerated trailers in North America by capitalizing on the more automated
facilities equipped in the new assembly plant as well as the higher thermal efficiency of
our high-end refrigerated trailers under development that are expected to have lower
heat leakage. We believe that the planned new manufacturing and assembly plants can
help us enhance our production, assembly and delivery capacity to meet the market
demand from North America, and gain local customers’ recognition of the consistency
of our manufacturing and assembly process and product quality, In addition, with the
local manufacturing and assembly plants closer to customers in the US, we can respond
to local customers’ needs and market changes more efficiently through frequent
communications and more diverse after-sales services to deepen our market penetration
and enhance customer loyalty. See “Future Plans and Use of Proceeds.”

. Europe: We intend to increase our assembly capability for curtain-side trailers, swap
bodies and refrigerated trailers in Europe. In particular, we plan to develop (i) a new
assembly plant for curtain-side trailers in the UK to replace the assembly line for
curtain-side trailers in our manufacturing plant in Belfast, the UK and support the

assembly of our curtain-side trailers manufactured in China and then assembled and
delivered in Europe and to increase our market share for curtain-side trailers in Europe,
in particular the UK, where we have established presence and there is relatively high
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market demand for curtain-side trailers as they are widely used in road transportation,
as well as other neighboring countries such as the Scandinavian region, where we
anticipate to enter considering its proximity to this new assembly plant and the relatively
high market demand in this region sustained by its economic stability, (ii) a new
assembly plant for swap bodies in the Netherlands to further promote our swap body
products and to increase production and delivery capacity for swap bodies in Europe to
capture local demand, and (iii) a new assembly plant for high-end refrigerated trailers
in the UK or Poland to support our Jaunch and sale of our high-end refrigerated trailers

to enter the European refrigerated trailer market. With the local assembly plants closer
to our European customers, we can shorten delivery time, diversify after-sales services,
and better adapt our products in response to local market changes efficiently to maintain
closer relationship with our European customers and enhance customer loyalty. See
“Future Plans and Use of Proceeds.”

. China: We will continue to develop our Yangzhou “Light Tower” plant and to build a
production line for chassis, curtain-side and stake trailers at our Zhumadian “Light
Tower” plant. These two projects were under construction as of the Latest Practicable
Date. In addition, we intend to upgrade our Liangshan plant for chassis and flatbed
trailers and our Wuhu plant for tank trailers to increase production precision and
efficiency.

. Other regions: We also intend to expand our production and marketing efforts in
Djibouti to enhance our operations in Africa.

We also focus on enhancing our global operations by leveraging and utilizing local knowledge
of our strategic partners and local management teams. During the Track Record Period, we

collaborated with several partners to enhance the features and reliability of our products, such as
trailer stability and anti-corrosion performance of the trailer coating. We also formed strategic
alliances with Han’s Laser, Siasun Robot, Siemens and other partners, which are leading solution
providers in their respective industries, to develop our “Light Tower” plants. We believe that these
strategic alliances will help us enrich our “local knowledge” base, further improve our product
quality and customer experience and fine-tune our product models to maximize product
performance in varying working environments and conditions.

Through our continual efforts in expanding and upgrading our manufacturing and assembly
plants, we will be able to further reduce procurement costs while enjoying more comprehensive
production resources to capture evolving market demand and growth in various regions. The
expansion of our global operations will continually benefit from our local knowledge and localized
management.

Further digitalize our production process
With the successful implementation of our “Light Tower” plants to automate our
manufacturing and assembly plants, we believe our production quality, efficiency and flexibility can

be further enhanced by digitalizing our production process. Our planned digitalized manufacturing
and assembly plants represent an upgrade from our automated production facility to a fully
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connected and flexible one, which is capable of utilizing data from connected operations and
production systems for resource control and optimization, and which can adapt our existing
automated manufacturing process to accommodate new products.

In our digitalized manufacturing and assembly plants, we will introduce a Product Lifecycle
Management System (PLM) and a Manufacturing Executive System (MES) for smart manufacturing
planning and management. By digitalizing our automated production lines, we can utilize data
analysis to plan production design, cost and resources before a product is produced. Therefore, we
can leverage our current facilities further to accommodate a broad spectrum of product offerings to
cater to different requirements across regions.

Continue to develop new products and improve product features

We will continue to focus our efforts on developing new products and improving product
features. With the development of our Product Lifecycle Management System and automated
manufacturing process, we plan to develop new products on our product development platform by
adopting digital design modeling and digital manufacturing simulation. Such development platform
is intended to enhance flexibility and to allow us to allocate our manufacturing capacity more
efficiently to meet fast changing market trends.

In particular, we intend to develop smart trailers, which will provide our customers with
highly efficient fleet operation, reliable trailer and cargo management and flexible customization.
We plan to equip our smart trailers with sensors for real-time operation and cargo space monitoring,
a smart trailer terminal to transmit data and a battery pack or solar panel to power the related digital
device. In 2017, we established Shenzhen SF-Trailernet Technology Co., Ltd. (YT 2 K EHEAH
FRZ7]) together with a Shenzhen-based technology company to develop smart trailer terminals,
and in June 2018, we started commercial trials of smart trailer terminals in the US.

In addition, we also intend to develop and launch our high-end refrigerated trailers to further
enhance our brand name and increase our global market share of refrigerated trailers. We also intend
to invest in the research and development of product standardization, weight reduction and
modulization in our US and European manufacturing plants, as well as the development of other
trailer products for the PRC, North American and European markets.

a—— - - =

Promote an agile organization adaptive to digitalized manufacturing and operation

Along with the digitalization of our “Light Tower” plants, we plan to adapt our management
and organization of these plants accordingly, in terms of both production processes and
technologies. We will promote an agile organization with flexible decision-making processes by
utilizing advanced information systems for resource control and optimization. For example, our
Shenzhen plant and digitalized Tonghua plant will share one back-office for product design and raw
material procurement and reorganize production and operation functions by product type. Through
such arrangements, we can efficiently adapt our production lines and respond more quickly to
evolving market demand. Our digitalized manufacturing plants will also replace physical quality
control with real-time inspection through data collection and analysis.
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In addition, we aim to carry out such strategy by further enhancing management model
innovation and cultivating talent specifically for our digitalized manufacturing and assembly plants.
We regard the achievement and success of our employees as the source and the foundation for our
healthy and sustainable development. By implementing this strategy, we seek to strengthen our
competitiveness and promote healthy and sustainable development.

Capturing emerging business opportunities with growth potential

We will continue to enhance our performance and market presence by pursuing business
opportunities in specific regions or niche product segments with sustainable growth potential. In the
past, by leveraging our industry expertise and experience, we successfully identified and captured
business opportunities through the introduction of bespoke oil tank trailers in the Middle East in
2013. We also introduced center-axle car carriers in China in 2017. We have also focused on
developing and launching swap bodies in Europe in response to increasing demand from European
logistics companies driven by the fast growing European e-commerce industry. We will continue to
utilize this capability in the future.

We believe that we can utilize our digitalized production capability to adapt to the
fast-evolving and differentiated market demand more flexibly and with lower costs and achieve
sustainable growth in profitability in the long run.

AWARDS AND RECOGNITION

We enjoy strong brand recognition worldwide, and have received numerous awards and
recognition for the quality and reliability of our products, our research and development capability
and the quality of our after-sales services. The following table sets out our major awards and
recognition during the Track Record Period.

Award-winning Entity Awards and Recognition_ Year Issuing Authority
CIMC Vehicles . . . . . . The 16th China Top Ten 2018 World Manager Magazine (it 585H#
Management Practices of 2018 NHESS)
China’s Leading Specialty Vehicle 2018 China Automotive Technology and
Enterprise Research Center Co., Ltd. (*Eﬂﬁﬁ
AT )
2018 Talent Management Innovation 2018 Guangdong Talent Development and
Award Management Research Association
(FORE N B3 ST PERT TR )
China Road Freight Transportation 2017 China Federation of Logistics &
Industry Gold Award Purchasing (4 it BLER W6 5 )
Top 100 Enterprises in the 2017 China Machinery Industry Federation
Machinery Industry and Top 30 (TP R T 2E N )
Enterprises in the Automotive
Industry
Top 100 Enterprises in the 2016 China Machinery Industry Federation

Machinery Industry and Top 30
Enterprises in the Automotive

Industry

Director of the China Automobile 2016 China Association of Automobile

Industry Association Special Vehicle Manufacturers (4B V< L3 &)

Branch

Huajun Vehicle. . . . . . China Well-known Trademark 2018 The State Administration for Industry

& Commerce of the PRC (B %
TRATECE BARR))

Top 100 Private Enterprises 2017 Henan Provincial Federation of
Industry and Commerce ({1 & L
EL )
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| Award-winning Entity Awards and Recognition_ Year Issuing Authority
Innovative Leading Enterprise 2017 Department of Science and
Technology of Henan Province (R
ﬁf4%?§?ﬁﬁ%), Henan Province
Development and Reform
Commission (Y174 & 2R A ¥ 2 B
) and Department of Industry and
Information Technology of Henan
Province (V15 & LEEM(E B AL EE)
CIMC Yangzhou . . . . . Integration of Information and 2018 China Electronics Standardization
Industrialization Management System Institute ([ & FHE TR LD 5E
Certificate Bt)
Excellent supplier of hazardous 2017 China Transportation Association (4
goods logistics technology equipment V] 2 8 A i 7 )
in China
SDC Trailers . . . . . .. Trailer Innovation 2019: Third place 2018 Trailer Innovation
in the ‘Body’ category (awarded for
its hydraulic lifting deck curtain-side
trailer)
Top Team (awarded for its state of 2017 Export & Freight
the art in-house training facilities)
Trailer Innovation 2017: Second 2016 Trailer Innovation
place in the ‘Concept’ category
(awarded for its kinetic energy
recovery system (KERS) for
semi-trailers)
CIMC Wuhu . . . .. .. Famous Brand of Anhui (Mixer 2017 Famous Brand Strategy Promotion
Truck) Committee of Anhui Province (%
BN B )
CIMC Shandong . . . . . China’s Cold Chain Double-year 2016 China Federation of Logistics &
“Golden Chain Award” Top 10 Purchasing
Transportation Technology
Equipment Service Provider
CIMC Luoyang. . . . .. National Top Ten After-sales Service 2017 China Business Federation (H[H 2

OUR BUSINESS

Company

4 €r) and China Consumer
Protection Foundation (2 {458 22
HHRAEE)

We principally engage in the manufacture and sale of semi-trailers and truck bodies. Our

major semi-trailer products comprise:

J chassis and flatbed trailers, which mainly consist of (i) chassis trailers, (ii) flatbed
trailers and (iii) terminal trailers;

. fence trailers, which mainly consist of (i) side-wall trailers and (ii) stake trailers;

. tank trailers, which mainly consist of (i) liquid tank trailers and (ii) dry bulk tank
trailers;

. refrigerated trailers; and

. van trailers, which mainly consist of (i) dry van trailers and (ii) curtain-side trailers.
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A typical semi-trailer we produce is mainly used to transport goods and materials, and is an
unpowered trailer without a front axle and towed by a powered vehicle, commonly known as a
tractor unit. We do not manufacture tractor units. A tractor unit is usually installed with a
“fifth-wheel coupling” used to couple with a semi-trailer.

We began to manufacture and sell center-axle car carriers in 2017. A center-axle car carrier
we produce typically consists of two parts, (i) a front truck, which is configured with a truck body,
equipped with a head rack over the driving compartment and installed on a truck chassis, and (ii)
a center-axle trailer attached to the front truck.

In addition, we manufacture and sell truck bodies for specialty vehicles in China. Our major
truck body products are dump beds for dump trucks and mixers for mixer trucks. Generally, for a
specialty vehicle, the truck body can be easily installed onto, or detached from, the truck chassis.
We do not manufacture truck chassis, which provide motive power for a specialty vehicle and can
be driven as a standalone vehicle. However, in line with the industry practice in China, we typically
sell our dump beds and a small proportion of our mixers as a standalone product, and install them
onto the truck chassis provided by our customers, who are mostly truck manufacturers or their
dealers, at our manufacturing plants. Typically in the case of our mixers, we purchase the truck
chassis requested by our customers and install the mixers we manufacture onto such truck chassis
to form fully-assembled mixer trucks, which we then sell to these customers.

We also sell certain parts and components purchased from third-party manufacturers, such as
axles, tires, lights and braking systems and, to a lesser extent, parts and components manufactured
by us, mainly shafts.

Our industry is subject to seasonal fluctuations. The semi-trailer and truck body markets tend
to be more active in our peak months, typically during the second quarter of the year. Purchases
from our customers are highest during these months as that is when their daily operations are most
active.

We principally generate revenue from the manufacture and sale of vehicles, mainly
semi-trailers and truck bodies. The following table sets forth our revenue breakdown by nature for

the years indicated:

Year ended December 31,

2016 2017 2018

Amount % Amount % Amount %

(RMB in millions, except percentages)

Sales of Vehicles . . ... .. 13,272.5 91.2% 17,628.8 91.0%  22,295.6 92.3%
Sales of Parts and

Components. . . ... ... 970.6 6.7 1,381.6 7.1 1,488.2 6.1
Others™™ . . . . ... ..... 312.5 2.1 356.6 1.8 384.4 1.6
Total . . . ........... 14,555.6 100.0% 19,367.0 100.0%  24,168.2 100.0 %

(D) Mainly consist of rental income, after-sales services, repair and replacement services, supply chain services,
trade-in services and sales of used semi-trailers after refurbishment.
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Brand and Product Portfolio

We offer a comprehensive brand and product portfolio in China, North America, Europe and
other regions. To meet the diversified needs of users in the global market, we have successfully
maintained a multi-brand strategy with a wide range of semi-trailers and truck bodies. Our brands
are well recognized in our key operating markets. The following table sets forth details of our key
brands.

CIMC (%) Geographic focus: China, North America, Europe,
Australia, Malaysia, Saudi Arabia, South Africa and
Thailand

Brand positioning: mid-level to high-end market segments
of a wide range of semi-trailers and truck bodies

CIMC Huajun ("F4EFER) Geographic focus: China
Brand positioning: mid-level to high-end market segments
of a wide range of semi-trailers and truck bodies

CIMC Tonghua (*4E 4 %) Geographic focus: China
Brand positioning: mid-level to high-end market segments
of a wide range of semi-trailers and truck bodies

Ruijiang Vehicles (Ffi7L{<H) Geographic focus: China
Brand positioning: mid-level market segments of a wide
range of semi-trailers and truck bodies

Dongyue Vehicles (A HLiif) Geographic focus: China
Brand positioning: affordable market segments of a wide
range of semi-trailers and truck bodies

Lingyu Vehicles (% F{H) Geographic focus: China
Brand positioning: mid-level market segments of a wide
range of semi-trailers and truck bodies

Vanguard Geographic focus: North America
Brand positioning: mid-level to high-end market segments
of dry van trailers and refrigerated trailers

SDC Geographic focus: Europe
Brand positioning: mid-level to high-end market segments
of curtain-side trailers, chassis and flatbed trailers

LAG Geographic focus: Europe

Brand positioning: mid-level to high-end market segments
of tank trailers
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In China, the maximum useful life of our products is subject to Provisions on the Standards
for Compulsory Retirement of Motor Vehicles (HH)H5E il # gt ¥ E) promulgated by the
MOFCOM, the NDRC, the Ministry of Public Security and the Ministry of Environmental
Protection in December 2012. The maximum useful life for trailers or semi-trailers that transport
hazardous materials, semi-trailers that transport containers, and other semi-trailers are 10 years, 20
years and 15 years, respectively. There are no such laws or regulations specifying the minimum
useful life of our products, which will mainly depend on the application and maintenance of each
vehicle, as well as the status of its key components, such as the cooling apparatus for our
refrigerated trailers.

In the US and Europe, there are no specific laws or regulations on the useful life of
semi-trailers, which would normally depend on the application and maintenance of the products by
our customers and the status of the key components.

China

In China, we principally engage in the manufacture and sale of semi-trailers and truck bodies
under the “CIMC,” “CIMC Tonghua,” “CIMC Huajun,” “Ruijiang Vehicles,” “Lingyu Vehicles” and
“Dongyue Vehicles” brands.

Semi-trailers and Center-axle Car Carriers

The following table sets forth the total sales volume and average price of our major products
sold in China by product type for the years indicated:

Year ended December 31,

2016 2017 2018

Sales Average Sales Average Sales Average

Volume Price Volume Price Volume Price

(RMB/ (RMB/ (RMB/

(Units) Unit) (Units) Unit) (Units) Unit)
Semi-trailers . . . ... ... .. 51,386 79,081.5 60,196 83,144.7 47,529 90,323.4
Chassis and Flatbed Trailers. . . 24,525 59,633.4 27,973 64,670.1 22,471 69,257.3
Fence Trailers . . . ... ... .. 13,891 62,661.0 17,808 72,804.0 10,830 78,803.3
Tank Trailers. . . ... ...... 11,531 140,765.8 13,047 135,298.8 12,931 134,717.7
— Liquid Tank Trailers. . . . . 8,493 154,260.9 7,197 159,777.8 5,871 163,990.9
— Dry Bulk Tank Trailers . . . 3,038 103,039.2 5,850 105,183.2 7,060 110,374.5
Van Trailers . . . ... ... ... 1,439 74,759.6 1,368 98,117.0 1,297 108,887.6
Center-axle Car Carriers. . . . - - 98 94,085.9 12,061 99,300.5
Total . . .. ... ......... 51,386 79,081.5 60,294 83,162.5 59,590 92,140.4
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— Chassis and Flatbed Trailers

We mainly manufacture and sell chassis and flatbed trailers under the “CIMC,” “CIMC
Tonghua,” “CIMC Huajun” and “Dongyue Vehicles” brands in China. In 2016, 2017 and 2018, the
sales volume of our chassis and flatbed trailers in China was 24,525 units, 27,973 units and 22,471

units, respectively.

Our chassis and flatbed trailers mainly consist of (i) chassis trailers, (ii) flatbed trailers and
(iii) terminal trailers:

. A chassis trailer is designed to carry and transport containers with cargo.

. A flatbed trailer is designed to haul bulk cargo, large-sized structures or irregular shaped
cargo that can be stacked on and strapped down.

. A terminal trailer is designed to meet the demand of moving containers within closed
areas of container terminals, and is not designed to operate on public roads.

The following table sets forth the main types of our chassis and flatbed trailer products:

Type Picture Product Description

Chassis Trailer. . . A typical chassis trailer consists of two major
parts: a skeleton frame with twist locking
device to secure the containers, and a running
gear system. The running gear system typically
consists of three axles and a mechanical
suspension system.

Our chassis trailers are made of high-tensile
steel for lighter weight without compromising
on performance or durability.

Flatbed Trailer. . . A typical flatbed trailer consists of a load floor
and a bulkhead in the front to protect the
tractor unit in the event of a load shifting.

Our flatbed trailers are made of high-tensile
steel for lighter weight without compromising
on performance or durability. With the
application of modularized design, our flatbed
trailers share a structural frame with our fence
trailers, which adds extra flexibility and
economic efficiency to our production.

Terminal Trailer . Our terminal trailers have a similar structure

s with our chassis trailers but without the twist
locking device and are designed to enhance the
efficiency of container placement.
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— Fence Trailers
We mainly manufacture and sell fence trailers under the “CIMC,” “CIMC Huajun,” “CIMC
Tonghua” and “Dongyue Vehicles” brands in China. In 2016, 2017 and 2018, the sales volume of

our fence trailers in China was 13,891 units, 17,808 units and 10,830 units, respectively.

Our fence trailers principally consist of (i) side-wall trailers and (ii) stake trailers. A fence

trailer is generally used for transporting bulk cargo, steel, timber, coal and construction materials.

The following table sets forth the major types of our fence trailer products:

Type Picture Product Description

Side-wall Trailer . Our fence trailers, including side-wall trailers
and stake trailers, are made of high-tensile
steel for lighter weight without compromising
on performance or durability. A stake trailer,
with higher side guards, is a variant of the

side-wall trailer.

Stake Trailer. . . .

— Tank Trailers
We mainly manufacture and sell tank trailers under the “CIMC,” “CIMC Tonghua” and
“Ruijiang Vehicles” brands in China. In 2016, 2017 and 2018, the sales volume of our tank trailers
in China was 11,531 units, 13,047 units and 12,931 units, respectively.
Our tank trailers mainly consist of (i) liquid tank trailers and (ii) dry bulk tank trailers:
. A liquid tank trailer manufactured by us is mainly used for the transportation of liquids,
such as fuel, milk, chemicals and asphalt. We mainly offer two types of liquid tank

trailers: aluminum alloy tank trailers and stainless steel tank trailers.

. A dry bulk tank trailer manufactured by us is mainly used for the transportation of
powder materials, such as cement and grain.
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The following table sets forth the major types of our tank trailer products:

Type Picture Product Description
Liquid Tank Our tank trailers mainly consist of a tank body
Trailer . . . . . . S and a running gear system.

We use high-tensile metals to build the barrels
of the tank body. We use specialized jigs and
machines for welding the barrels and fitting the
valves for high precision, durability and safety.
The running gear system of our tank trailers
normally consists of three high-performance

Dry Bulk Tank axles and an air suspension system.

Trailer . . . . . .

— Van Trailers

We mainly manufacture and sell van trailers under the “CIMC” brand in China. In 2016, 2017
and 2018, the sales volume of our van trailers in China was 1,439 units, 1,368 units and 1,297 units,
respectively.

Our van trailers mainly consist of (i) dry van trailers and (ii) curtain-side trailers.

. A dry van trailer is mainly used for transporting e-commerce parcels and bulk cargos.

. A curtain-side trailer is mainly used for transporting bulk cargos and pallets.

The following table sets forth the major types of our van trailer products:

Type Picture Product Description

Dry Van Trailer . . A van trailer normally has two major parts: a

; ; - van body and a running gear system. A dry van
trailer consists of metal posts, as well as panels
riveted to the posts to enclose the loading
space.

Our van trailers are made of high-tensile
metals for lighter weight without compromising

Curtain-side o
on performance or durability.

Trailer . . . . ..

We provide two types of dry van trailers: two-
axle trailers and three-axle trailers. Wall panels
used in our dry van trailers are made of
aluminum and steel-plastic plate. Our curtain-
side trailers are similar to dry van trailers,
consisting of a frame body with movable side
curtains for greater loading and unloading
efficiency. The side curtains are made of high-
strength tarpaulin with a waterproof coating.
We leveraged the design expertise of SDC
Trailers in producing curtain-side trailers in
China.
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— Center-axle Car Carriers

Center-axle car carriers are designed to transport passenger cars. We started to manufacture
center-axle car carriers in China in 2017 to capture growth opportunities driven by new regulatory
policies and evolving customer demand. Our center-axle car carriers are manufactured and sold
under the “CIMC,” “CIMC Huajun” and “CIMC Tonghua” brands in China. The sales volume of our
center-axle car carriers was 98 units and 12,061 units in 2017 and 2018, respectively, including
either the front truck or the center-axle trailer attached to the front truck.

The following table sets forth the major type of our center-axle car carrier products:

Type Picture Product Description
Center-axle A center-axle car carrier we produce typically
Car Carrier . . . consists of two parts: (i) a front truck, which is

configured with a truck body, equipped with a
head rack over the driving compartment and
installed on a truck chassis, and (ii) a center-
axle trailer attached to the front truck.

Our center-axle car carriers are typically
configured with a double-decker design.

Our center-axle car carriers are made of high-

Note: we do not manufacture the truck chassis ~ tensile steel for lighter weight without
in the picture above. compromising on performance or durability.

KTL and powder coating are utilized for high
anti-corrosion performance to prevent the
contamination of the passenger cars carried.

Truck Bodies for Specialty Vehicles

We also manufacture and sell truck bodies for specialty vehicles in China. Generally, for a
specialty vehicle, the truck body can be easily installed onto, or detached from, the truck chassis.
Our major truck body products include dump beds for dump trucks and mixers for mixer trucks:

. A dump truck is mainly used for transporting construction materials and wastes; and
. A mixer truck is mainly used as a revolving drum to mix concrete cement for
construction.

In line with the industry practice in China, we typically sell our dump beds and a small
proportion of our mixers as a standalone product, and install them onto the truck chassis provided
by our customers, who are mostly truck manufacturers or their dealers, at our manufacturing plants.
Typically in the case of our mixers, we purchase the truck chassis requested by our customers and
install the mixers we manufacture onto such truck chassis to form fully-assembled mixer trucks,
which we then sell to these customers.
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The following table sets forth sales details of truck bodies sold in China by product type for
the years indicated:

Year ended December 31,

2016 2017 2018
Sales Average Sales Average Sales Average
Volume Price Volume Price Volume Price
(RMB/ (RMB/ (RMB/

(Units) Unit) (Units) Unit) (Units) Unit)
Dump beds . ... ... 10,174 52,791.4 19,824 62,308.3 25,519 69,630.1
Mixers . . . .. ... .. 4,000 98,575.0 9,302 101,935.1 16,846 107,139.1
Others . ... ...... 4,102 79,896.5 4,401 110,241.2 4,980 98,601.2
Total . . . ........ 18,276 68,894.9 33,527 79,593.5 47,345 86,023.6

The following table sets forth the major types of our truck body products:

Type of Truck

Bodies Picture Product Description

Dump Bed . . .. A typical dump bed is an open-box bed, which
can be hinged at the rear and equipped with a
hydraulic cylinder to lift the front to unload
the materials in the bed.

Our dump beds are made of high-tensile steel.
The dump bed, formed in one piece, has a
sliding cover and is usually equipped with a
video monitoring system to monitor the
unloading process.

Note: we do not manufacture the truck chassis
in the picture above.

A typical mixer is a revolving drum with
interior blades.

The body and blades of our mixers are made of
high-tensile and wear-resistant steel. Our
mixers generally have a high discharge rate,
and are of lightweight and durable
construction.

Note: we do not manufacture the truck chassis
in the picture above.

Parts and Components and Other Businesses

We also engage in the manufacture and sale of parts and components and provide trailer rental
services in China:

. Sale of Parts and Components. We also engage in the sale of parts and components, such
as axles, tires and braking systems, which are generally purchased from third-party
manufacturers. We also manufacture and sell certain parts such as shafts.
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. Semi-trailer Rental Services. We began to provide semi-trailer rental services in China

in August 2017 as a natural extension to our principal business. We lease chassis and

flatbed trailers, dry van trailers and refrigerated trailers to our customers.

North America

In North America, we principally engage in the manufacture, assembly, marketing and sale of

semi-trailers under the “Vanguard” and “CIMC” brands.

The following table sets forth sales details of key products sold in North America by product

type for the years indicated:

Year ended December 31,

2016 2017 2018
Sales Average Sales Average Sales Average
Volume Price Volume Price Volume Price
(RMB/ (RMB/ (RMB/
(Units) Unit) (Units) Unit) (Units) Unit)
Chassis Trailers . . . . . 23,332 68,618.2 29,330 66,573.5 47,246 71,735.6
Dry Van Trailers . . . . 10,582 161,500.7 9,466 163,796.7 11,722 159,149.9
Refrigerated Trailers . . 2,816 262,484.5 2,606 280,544.9 3,308 265,706.7
Total . . . ... ..... 36,730 110,239.6 41,402 102,270.4 62,276 98,492.8

Chassis Trailers

We mainly manufacture chassis trailers under the “CIMC” brand in China for assembly at our
South Gate plant in the US and sales into North America. In 2016, 2017 and 2018, the sales volume
of our chassis trailers in North America was 23,332 units, 29,330 units and 47,246 units,

respectively.

Type

The following table sets forth the major type of our chassis trailer products:

Picture

Product Description

Chassis Trailer. . .
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Our chassis trailers are designed to carry and

transport marine containers, domestic

containers and tank containers.

We utilize laser metal cutting, industrial
robotic welding stations, as well as the KTL
and powder coating lines in manufacturing our
chassis trailers to achieve high performance

and durability.
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Dry Van Trailers

We manufacture dry van trailers under the “Vanguard” brand in the US, and sell them
primarily into the US and Canada. A dry van trailer is designed for logistics and long-distance road
transportation. In 2016, 2017 and 2018, the sales volume of our dry van trailers in North America
was 10,582 units, 9,466 units and 11,722 units, respectively.

The following table sets forth the major types of our dry van trailer products:

Type Picture Product Description

Dry Van Trailer . . e Our dry van trailer has a box-shaped van body
Ei T and a running gear system with a hot-dipped
galvanized frame and beam offering high

[ corrosion resistance.

Our dry van trailers are mainly available in
VIP two types: (i) the Vanguard VIP series, which
is lightweight and has aluminum side panels
with wooden inner linings, and (ii) the
~ Vanguard VXP series, which offers composite

i;" \ side panels.

Refrigerated Trailers

We mainly manufacture refrigerated trailers in China for assembly at our Monon plant and
Moreno Valley plant in the US, and sell such products in North America under the “Vanguard”
brand. In 2016, 2017 and 2018, the sales volume of our refrigerated trailers in North America was
2,816 units, 2,606 units and 3,308 units, respectively.

A refrigerated trailer is a box-shaped trailer with a cooling apparatus attached to insulated
walls, used for hauling temperature-sensitive goods, such as frozen food. Our refrigerated trailer
customers in North America mainly comprise cold chain logistics companies and supermarkets.
There is also increasing usage of refrigerated trailers to transport high-precision electronic
components, cosmetics and pharmacy products,

The following table sets forth our main refrigerated trailer product:

Type Picture Product Description
Refrigerated Our refrigerated trailers adopt sandwich
Trailer . . . . . . injection molding technology for panel

foaming, which enables lower heat-leakage and
higher strength. The cooling apparatus for our
refrigerated trailers are mainly provided by
Carrier Corporation and Thermo King
Corporation.
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Parts and Components

For after-sales service, we also offer an extensive selection of parts and components in the US
which are purchased from third-party suppliers. We provide parts and components for a wide variety
of freight transportation equipment traveling on road to fit different variety of trailer brands, as well
as after-market sales of parts and components for intermodal vehicle chassis.

Europe

In Europe, we principally engage in the manufacture, marketing and sale of semi-trailers
under the “LAG” and “SDC” brands. We offer extensive product types, which have been optimized
for a wide range of applications and customer requirements, ranging from long-distance journeys
to urban deliveries and transportation of yvarious types of goods, for a variety of sectors, including
transportation and logistics, retail, mining, manufacturing and construction. Our semi-trailers and
truck bodies are characterized by their durability and reliability.

Our main semi-trailer products sold in Europe are curtain-side trailers, chassis and flatbed
trailers, as well as tank trailers. We also engage in the manufacture and sale of parts and

components, as well as the sale of used trailers.

The following table sets forth sales details of our key products sold in the European market
by product type for the years indicated:

Year ended December 31,

2016 2017 2018

Average Average Average

Sales Retail Sales Retail Sales Retail

Volume Price Volume Price Volume Price

(RMB/ (RMB/ (RMB/

(Units) Unit) (Units) Unit) (Units) Unit)
Curtain-side Trailers . . . . . .. 1,667 178,755.2 3,522 171,558.2 3,074 185,133.7
Chassis and Flatbed Trailers. . . 2,211 143,665.8 4,268 135,942.1 4,593 144,838.3
Tank Trailers. . . . ... ... .. 638 493,261.8 595 488,658.8 597 537,428.4
— Liquid Tank Trailers. . . . . 481 513,088.0 414 516,364.7 303 602,468.4
— Dry Bulk Tank Trailers . . . 157 432,522.3 181 425,290.9 294 470,397.4
Total . . .. ............ 4,516 206,007.8 8,385 175,930.9 8,264 188,188.3

Curtain-side Trailers
Curtain-side trailers are one of the most commonly used types of semi-trailers in Europe. Our

curtain-side trailers are built according to customers’ requirements and are designed to offer
maximum returns in terms of loading capacity and security.
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The following table sets forth the major type of our curtain-side trailer product:

Type Picture Product Description
Curtain-side Our curtain-side trailer is constructed with a
Trailer . . . . . . market-leading sliding tarpaulin system.

The running gear system of our curtain-side
trailers consists of three high-performance
axles and an air suspension_system. Most of
our curtain-side trailers are equipped with
electronic braking systems, which reduce
rollover risks.

Chassis and Flatbed Trailers

We produce chassis and flatbed trailers in Europe in various specifications for our customers
to meet their requirements, including options such as adding toolboxes and loading security devices.

Our chassis trailers for the European market adopt an extendable skeleton frame supported by
a running gear system and adjustable twist locking devices. This extendable skeleton frame enables
our trailers to run more efficiently and safely under varying conditions. In addition, we also offer
tank chassis trailers specifically designed for tank transportation, built with a lightweight aluminum
alloy frame to maximize payload capacity.

Our flatbed trailers for the European market are mainly designed to haul large-sized structures
or irregular shaped cargo. The cargo securing system includes side gates, lashing sockets and
lashings. We fix the floorboard to the flatbed frame to support the cargo and enhance stability. The
running gear system of our flatbed trailers consists of three high-performance axles and an air
suspension_system. Most of them are also equipped with electronic braking systems.

The following table sets forth the major types of our chassis and flatbed trailer products:

Type Picture Product Description

Chassis Trailer. . . Our chassis trailers are made of high-tensile
steel for light weight to maximize payload
capacity and durability. We manufacture
chassis trailers with both fixed and extendable

sliding designs.

Flatbed Trailer. . . Our flatbed trailers are built with durable,
high-tensile steel chassis, and are available
with alloy side guards to meet our customers’
demand.

We offer many variations, including extendable
and crane trailers, and also provide flatbed
trailers with forklifts.
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Tank Trailers

Our tank trailers for the European market mainly consist of (i) liquid tank trailers and (ii) dry
bulk tank trailers. Our tank trailers are mainly designed to carry liquid loads and dry bulk cargo.

The following table sets forth the major type of our tank trailer product:

Type Picture Product Description

Tank Trailer . . We use high-grade metals to build the barrels of the
tank body. The running gear system of our tank
trailers consists of three high-performance axles and
an air suspension_system. Most of our tank trailers
are equipped with disc brakes and electronic braking

systems.

Parts and components and other after-market services

We offer a wide range of parts and components. We also provide semi-trailer refurbishment
services to cater to our customers’ needs for new bodywork and chassis modifications. We also
provide trade-in services in Europe, and sell used semi-trailers after refurbishment.

Other Regions

We also export our products, mainly chassis and flatbed trailers, tank trailers, van trailers and
refrigerated trailers, to approximately 40 other countries, mainly Algeria, Australia, Indonesia,
Japan, Malaysia, Saudi Arabia, South Africa, Thailand and Vietnam. In 2016, 2017 and 2018, we
produced and sold into other overseas markets 7,368 units, 10,293 units and 8,379 units of
semi-trailers and other vehicles, respectively.

PRODUCTION FACILITIES AND PROCESS

We utilize the latest technologies currently available in the manufacture of semi-trailers
globally to ensure the quality, flexibility and reliability of our products.

Production Facilities and Capacity

As of the Latest Practicable Date, we had 22 manufacturing plants across the world, with a
combined designed annual production capacity of over 165,000 units.

In addition, as of Latest Practicable Date, we had nine assembly plants located across the US,

Poland, Thailand, South Africa and Australia, whose main products comprise chassis and flatbed

trailers, refrigerated trailers, curtain-side trailers, tank trailers, dump beds and swap bodies.

Depending on our production capacity, delivery schedule and local market demand, our nine

assembly plants are generally able to assemble between 26,000 units and 33,000 units per year.
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The following map depicts the locations of our existing production facilities as of the Latest

Practicable Date:

a I

South Gate, the US

the US (1)
. Trenton, the US (1)

~

o

Melbourne, Australia (2) »

@® Manufacturing plants A Assembly plants
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The following table sets forth certain information relating to our existing manufacturing plants

as of the Latest Practicable Date:

Operation Designed Annual
Commencement Production
Plant Name Location Date Major Products Capacity®
(Units)
China
Dongguan plant (“Light Guangdong, China July 2014 Chassis trailers 20,000
Tower” plant) . . . . .. .. and parts and
components
Zhumadian plant (“Light Henan, China August 2004 Chassis and flatbed 20,000
Tower” plant) . . . . . ... trailers, fence
trailers, center-axle
car carriers and
dump beds for
dump trucks
Shenzhen plant . . . ... .. Guangdong, China May 2004 Chassis_and flatbed 15,000
trailers, and center-
axle car carriers
Yangzhou plant (“Light Jiangsu, China January 20049 Tank trailers, van 14,500
Tower” plant) . . . . . ... trailers, chassis
trailers and center-
axle car carriers
Liangshan plant 1. . . . . .. Shandong, China October 2007 Chassis and flatbed 12,000
trailers
Wuhu plant . . ... ... .. Anhui, China March 2007 Mixers for mixer 8,000
trucks, dry bulk
tank trailers and
liquid tank trailers
Zhenjiang plant . . . . . . .. Jiangsu, China July 2018 Swap bodies 8,000
Liangshan plant IT . . . . .. Shandong, China August 2011V Liquid tank trailers 8,000
Xi’an plant. . . ... ... .. Shaanxi, China September 2006 Dump beds for 5,000
dump trucks
Baiyin plant . . . . ... ... Gansu, China June 2006 Fence trailers and 5,000
chassis trailers
Qingdao refrigerated trailer ~ Shandong, China November 2007 Refrigerated 5,000
plant . . . .. ... .. ... trailers
Yingkou plant . . . . ... .. Liaoning, China December 2005 Chassis and flatbed 5,000
trailers, and fence
trailers
Jinan plant. . . ... ..... Shandong, China ~ March 2005" Refrigerated vans 4,000
Luoyang plant. . . . .. ... Henan, China March 2007 Mixers for mixer 4,000
trucks, liquid tank
trailers and dry
bulk tank trailers
Qingdao plant . . . . ... .. Shandong, China November 2004 Chassis and flatbed 3,000
trailers, and fence
trailers
Jiangmen plant . .. ... .. Guangdong, China December 2004 Mixers for mixer 3,000
trucks, dry bulk
tank trailers and
liquid tank trailers
Qingdao sanitation truck Shandong, China June 2007 Sanitation trucks 3,000
plant . . . .. ... ... ..
Zhenjiang refrigerated trailer Jiangsu, China July 2018 Refrigerated 3,000
plant . . . .. ... ... .. trailers

- 158 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

Operation Designed Annual
Commencement Production
Plant Name Location Date Major Products Capacity®
(Units)
UsS
Trenton plant . . . ... .. Georgia, the US November 2015 Dry van trailers 9,000
Monon plant . . ...... Indiana, the US November 2015V
Europe
SDC (Toomebridge, Antrim, the UK June 2016V Curtain-side 10,200
Star, Mansfield) plant . . . trailers, and
chassis and flatbed
trailers
Bree plant . . . ... .... Belgium November 2015 Tank trailers 2,500

(1) Represents the date of acquisition of such plants.

(2) Designed annual production capacity is an estimation of the production volume for the relevant production
processes for manufacturing plants based on the management’s assessment of the amount of load that the
manufacturing plant is capable of processing on an annual basis, which is based on the amount of time needed
for its intended process that the manufacturing plant is designed for. The designed production capacity is
derived from the assumption that we are in production of the main products of each plant for eight hours per
day with total local working days per year. For example, we have assumed 250 working days in China, and
232 working days in the UK.

The following table sets forth certain information relating to our existing assembly plants as
of the Latest Practicable Date:

Plant Name

Location

Operation

Commencement Date

Major Products

UsS

South Gate plant. . . . . .
Monon plant (CRTI)
Moreno Valley plant. . . .

Europe

Gdynia plant . . . . .. ..

Other regions
Rayong plant. . . . . . ..

Johannesburg plant . . . .

Perth plant . . . . . .. ..

Melbourne plant I. . . . .

Melbourne plant IT . . . .

California, the US
Indiana, the US
California, the US

Thailand

South Africa

Australia

Australia

Australia

November 2015
November 20151
November 2015

December 2015

December 2014

June 2015

December 2013V

December 2015

December 2015

(D) Represents the date of acquisition of such plants.
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Refrigerated trailers

Refrigerated trailers

Chassis trailers, curtain-
side trailers and
swap bodies

Chassis and flatbed
trailers

Refrigerated trailers and
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dump trucks

Dump beds for dump
trucks and chassis
trailers

Curtain-side trailers, and
chassis and flatbed
trailers

Tank trailers
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The following table sets forth the actual production volume and the average utilization rates
of our manufacturing plants during the Track Record Period:

Year ended or as of December 31,

2016 2017 2018
Actual Average Actual Average Actual Average
Production  Utilization  Production  Utilization = Production  Utilization
Plant Name Volume" Rate®® Volume" Rate®® Volume" Rate®®
(Units) (%) (Units) (%) (Units) (%)
China
Zhumadian plant (“Light Tower” plant) . . . 18,330 91.7% 23,395 117.0% 22,812 114.1%
Dongguan plant (“Light Tower” plant). . . . - - 572 2.9 40,172 200.9
Shenzhen plant . . . . .. ... ... ... 31,068 207.1 37,270 248.5 15,889 105.9
Yangzhou plant (“Light Tower” plant). . . . 18,050 124.5 26,267 181.2 27,332 188.5
Liangshan plant . . . . . . ... ... ... 6,126 51.1 6,438 53.7 4,596 38.3
Wuhu plant . . ... ... 7,522 94.0 8,692 108.7 12,723 159.0
Liangshan plant IT. . . . . . ... ... .. 1,676 21.0 1,664 20.8 1,822 22.8
Xi'anplant . . ... ... ... ... ... 3,190 63.8 9,143 182.9 14,061 281.2
Baiyinplant . . . ... ... ... ... .. 1,317 26.3 2,628 52.6 1,973 39.5
Qingdao refrigerated trailer plant . . . . . . 2,974 59.5 3,416 68.3 4,779 95.6
Yingkou plant . . . ... ... 1,932 38.6 2,671 53.4 2,000 40.0
Jinanplant. . . ... ... . oL 3,172 79.3 3,319 83.0 3,703 92.6
Luoyang plant. . . ... ... .. ... .. 3,873 96.8 6,926 173.2 8,972 2243
Qingdao plant . . . ... ... ... ... 4,784 159.5 4,903 163.4 5,364 178.8
Jiangmen plant. . . . .. ... 949 31.6 3,946 131.5 4,959 165.3
Qingdao sanitation truck plant . . . . . .. 504 16.8 558 18.6 488 16.3
Zhenjiang plant® . . . . ... - - - - 280 35
Zhenjiang refrigerated trailer plant® . . . . - - - - - -
[N
Trenton plant . . . . . .. ... ... ...
10,582 117.6 9,466 105.2 11,722 130.2
Monon plant . . . . ... ... L.
Europe
SDC (Toomebridge, Antrim, Star, Mansfield)
plant. . . . ... oo 3,976 39.0 7,863 71.1 7,771 76.2
Breeplant . . . .. ... ... .. ..... 1,677 67.1% 1,938 71.5% 1,837 73.5%

(1) Total actual volume produced by the manufacturing plants.

(2) The average utilization rate is derived based on the actual production capacity for the year indicated divided by the
designed production capacity for the year indicated.

3) The designed production capacity is derived from the assumption that we are in production of the main product of
each plant for eight hours per day with total local working days per year. The average utilization rate of our
manufacturing plants across the globe may vary widely depending on market demand, production efficiency and
customer requirements. At times, we may receive more orders than we have anticipated which require our plants to
work beyond their designed production capacity, for example, we may have to operate during Sundays and public
holidays or to extend the number of working hours to meet our production commitments, resulting in a utilization rate
higher than 100%.

(4) Our Zhenjiang plant did not start production until November 2018.

(5) Our Zhenjiang refrigerated trailer plant did not commence its production until November 2018 and only had finished
goods and started delivery in 2019.
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Some of our manufacturing plants are equipped with flexible production lines, which are
capable of producing different types of products based on customer demand. We believe this has not
only allowed us to enjoy flexibility in production planning to quickly respond to changing market
demand but has also reduced our capital expenditure and operating costs.

China

In China, we have 18 manufacturing plants for semi-trailer and truck body production. In
particular, we launched our “Light Tower” plants in China in 2014 to upgrade and improve our
manufacturing practices and processes. With our “Light Tower” plants, we strive to transform
traditional labor-intensive production into a more automated process focusing on modularized,
standardized and environment-friendly production. We have three automated manufacturing plants
in Dongguan, Yangzhou and Zhumadian in China. These “Light Tower” plants are equipped with
automated equipment, such as digital laser cutters, computer-numerically-controlled bending and
folding machines, robotic welding stations as well as KTL and powder coating lines. By utilizing
advanced manufacturing technologies, we can improve product quality and consistency and enhance
productivity and cost efficiency. For example, we apply automated leveling and welding techniques
to ensure the structural stability and rigidity of steel, and KTL and powder coating lines for
corrosion resistance and environment-friendly production.

North America

In North America, we have two manufacturing plants and three assembly plants. Specifically,
our Monon plant mainly produces two types of 53-foot dry van trailers. Our Trenton plant also

focuses on the production of 53-foot dry van trailers. In addition, we assemble and sell chassis
trailers and refrigerated trailers which we produce in China.

Europe

Following our acquisition of SDC Trailers and LAG Trailers, we have one manufacturing
plant in the UK for curtain-side trailers, and chassis and flatbed trailers, and another manufacturing
plant in Belgium for aluminum alloy and stainless steel tank trailers. We also operate an assembly
plant in Poland.

Capacity Expansion and Upgrade Plans

We will continue to deepen our global operations and enhance our presence in selected
markets. To achieve this goal, we will continue to selectively expand and upgrade our
manufacturing and assembly capabilities to meet the increasing market demand for our products.
See “— Strategies.”

We expect to incur capital expenditures of approximately RMB1.7 billion in 2019, These
expected capital expenditures are primarily for the expansion and upgrading of our manufacturing
and assembly plants. We expect to finance our capital expenditures through cash generated from our
operations, bank borrowings and proceeds from the [REDACTED]. We may adjust our capital
expenditures for any given period according to our development plans or in light of market
conditions and other factors we believe to be appropriate. If we are unable to increase our
production capacity, we may lose orders and, as a result, our market share. For details, see “Risk
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Factors — Risks Relating to Our Business — Our future success depends, in part, on our ability to
expand our production capacity and to further improve our productivity and upgrade our production
facilities, which is subject to risks and uncertainties.”

China

We will continue to develop our Yangzhou “Light Tower” plant by relocating to the new
manufacturing plant under construction, which is expected to be a research, development and
manufacturing complex for semi-trailers and truck bodies, and to build a production line for chassis,
curtain-side and stake trailers at our Zhumadian “Light Tower” plant. These projects were under
construction as of the Latest Practicable Date. In addition, we intend to upgrade our Liangshan plant
for chassis and flatbed trailers and our Wuhu plant for tank trailers.

The following table sets forth our manufacturing plants under construction in China as of the
Latest Practicable Date:

Capital
Expected Designed Expenditures
Operation Annual Incurred up to
Commencement Function and Products  Production Total December 31,
Plant Name Location Date Involved Capacity Investment 2018
(RMB in (RMB in
(Units) millions) millions)
Yangzhou Yangzhou, First half of Research, development 21,5007 927.6 264.3
“Light Tower” Jiangsu, China 2019 (Phase I)  and manufacturing
plant . . ... ... First half complex for semi-trailers
of 2020 and truck bodies,
(Phase II) including chassis
trailers, liquid tank
trailers, dry bulk tank
trailers, mixers for mixer
trucks, and parts and
components
Zhumadian Zhumadian, First half of Production line to 6,000 114.0 114.0
“Light Tower” Henan, China 2019 specialize in
plant . . ... ... 40-foot chassis and

curtain-side trailers, as
well as 13-meter stake
trailers

(1) Designed annual production capacity of the new Yangzhou plant.

(2) Designed annual production capacity of the production line.

In addition, we believe that digitalized production will further enhance the quality, efficiency
and flexibility of our production, and are in the process of upgrading our “Light Tower” plants in
China to build digitalized plants with market-leading digital technologies. A digitalized
manufacturing plant employs a fully connected and flexible system which can use data from
connected operations and production systems for resource control and optimization to adapt the
relatively rigid automated manufacturing process to new production setting or workflow for new
products. In particular, we plan to introduce a Product Lifecycle Management System and a
Manufacturing Execution System into our “Light Tower” plants to implement systematic and
intelligent information management and controls. The Product Lifecycle Management System is
intended to facilitate the process of managing the entire lifecycle of a product from inception,
through engineering design and manufacture, servicing manufactured products. The Manufacturing
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Execution System integrates and manages information, such as modular manufacturing, industrial
robots, human resources and materials. By linking design, orders, supplies and inventories and
production, the implementation of these systems will further enhance the efficiency of our
production and management.

We do not expect to use the net proceeds from the [REDACTED] to fund our expansion plans
in China.

North America

We intend to increase our production capacity for refrigerated trailers and chassis trailers in
the US. In particular, we plan to develop (i) a new automated production line for chassis trailers so
that we will be capable of manufacturing chassis trailers locally in the US to mitigate the adverse
effects from any increase in the US import tariffs on semi-trailers and components imported from
China, and to maintain closer business relationships with existing North American customers, and
(i1) a new automated production line for refrigerated trailers in the US to further enhance our
refrigerated trailer production capacity and increase our market share in North America.

In addition, over the next five years, we plan to develop a new assembly plant in the US to
support our manufacturing capacity in China for high-end refrigerated trailers. We aim to further
enhance our brand name and increase our market share for refrigerated trailers in North America
and around the world.

Although we did not have any production facility under construction in North America, as of
the Latest Practicable Date, we expect to complete our foregoing expansion plans in the next two

to five years. We expect to use approximately 42% of the net proceeds from the [REDACTED], or
HK$752.6 million, to fund the procurement of land, land preparation, construction of warehouses,
plants and office buildings, acquisition of manufacturing equipment and systems, as well as
branding and marketing activities for our expansion plans in North America. See “Future Plans and
Use of Proceeds,”,

FEurope

We intend to increase our assembly capability for curtain-side trailers, swap bodies and
refrigerated trailers in Europe. In particular, we plan to (i) develop a new assembly plant for
curtain-side trailers in the UK to support our main manufacturing plant in Belfast and increase our
market share for curtain-side trailers in Europe, (ii) develop a new assembly plant for swap bodies
in the Netherlands to further promote our swap body products and increase production and delivery
capacity for swap bodies in Europe to capture local demand, and (iii) enter the European
refrigerated trailer market and develop a new assembly plant in Europe to support our
manufacturing capacity in China for high-end refrigerated trailers.

Although we did not have any production facility under construction in Europe, as of the
Latest Practicable Date, we expect to complete our foregoing expansion plans in the next two to five

years. We expect to use approximately 28% of the net proceeds from the [REDACTED], or
HK$501.7 million, to fund the procurement of land, land preparation, construction of warehouses,

plants and office buildings and the acquisition of manufacturing equipment and systems for our
expansion plans in Europe. See “Future Plans and Use of Proceeds.”
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Manufacturing Process

Our manufacturing process involves several stages, which may vary among the different
semi-trailer and truck body categories. We strive to adopt the efficient methods and procedures at
each stage of our manufacturing process in order to continually reduce waste and manufacturing
costs, shorten production cycles, modularize and optimize the use of our resources, and improve our

efficiency.

The following diagram illustrates the principal steps in the overall manufacturing and
assembly processes for our semi-trailers and truck bodies:

Procurement of Raw Materials, Parts and Components

l L

Processing Quality Inspection

Fabrication

Welding/Riveting

l

Work-In-Progress

I

» Coating

I

Final Assembly <

!

Finished Products

!

Final Inspection

!

Storage or Delivery
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The major steps of our manufacturing process are described briefly below:

Steps Description Time Needed

Procurement Our raw materials, parts and components include From one week to three months
truck chassis, steel, aluminum, tires, rims, axles,
suspension_systems, braking systems and other
accessories.

We may also outsource the manufacturing of
certain auxiliary parts and components, such as
mudguards and tool boxes, to selected third parties
to whom we normally specify our designs and
technical specifications.

Quality inspection Certain parts and components, such as axles, From one day to one week
suspension and braking systems, may be passed
down to the quality inspection and control line for
assembly purposes without going through
additional processing and handling procedures.

Processing The processing of raw materials comprises From five days to two weeks
fabrication and welding/riveting. The fabrication
includes leveling, cutting, punching, drilling and
bending. We adopt welding, riveting or other
bonding processes to pre-assemble the parts and
components into a work-in-progress product,
typically the main body, such as the skeleton frame
of a chassis trailer.

We conduct the in-process inspection during
various stages of the manufacturing process.

Coating Coating involves two steps (i) pretreatment, such From one to three days
as shot blasting and degreasing, and (ii) coating,
which is to apply paint or other materials in water-
based, KTL or powder forms, to metal surfaces.

Final assembly Main bodies, tires, axles, suspension, and braking From one to five days
systems, and auxiliary parts and components are
assembled as the final products.

Final inspection In addition to the in-process tests which we From one to three days
conduct, a final inspection is carried out by our
quality control personnel. The final inspection
typically involves spray and waterproofing tests as
well as inspections on braking and electrical

appliances.

Storage and delivery Our finished products are stored at our storage Subject to the product types,
yards for customers to collect or delivered to distances to designated
destinations designated by our customers. destinations, and customer

requirements
Manufacturing lead time for our products varies. It usually takes about ten days to three

months, including domestic and overseas delivery time, to produce and deliver one semi-trailer or
truck body, subject to the product types and the destinations designated by our customers.
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We adopt both external and internal measures to enhance our manufacturing efficiencies. We
hire consulting firms to formulate lean manufacturing measures which we adopt to improve our
manufacturing performance. Our research and development team also provide customized
guidelines to our manufacturing and assembly plants which we believe enable our business
divisions to allocate resources more efficiently and help address the practical business needs.

RESEARCH AND DEVELOPMENT

Research and development is critical to our long-term competitiveness and success. Our
research and development efforts, driven by technological advancements and market demand, focus
on production facility improvement and product research and development.

We strive to refine production processes and standards for our existing products. In particular,
we developed and have been upgrading our “Light Tower” plants, which are equipped with
advanced technologies and have access to a large pool of highly skilled engineering and technical
personnel. See “— Production Facilities and Process — Production Facilities and Capacity.”

We focus our product research and development efforts on continuing to upgrade the technical
features and functionalities of our products, increase the standardization of key components across
our product lines, and reduce the complexity of our products. Our research and development team
works closely with customers to design and develop new products. Through our research and
development efforts, we have been able to develop and launch new product lines, both

independently and through cooperation with third parties. For example, in 2017, we launched the
first generation of curtain-side trailers and center-axle car carriers in China.

As aleading global manufacturer of semi-trailers, as of the Latest Practicable Date, we owned
over 800 registered patents across multiple countries. We also played a leading role in setting 14
national and industry standards in China for semi-trailers and truck bodies. We believe that our
active participation in industry standards setting and our strong research and development efforts
could further improve our global influence, enhance our pricing power and brand recognition, allow
us to address prevailing market trends and develop products with industry-leading capabilities to
secure a competitive advantage over our competitors.

As of December 31, 2018, we had over 600 research and development personnel globally,
many of whom have industrial work experience. We also maintain long-term cooperative
relationships with domestic and foreign research partners, including research institutions,
universities and commercial enterprises, in technology sharing and cooperation, forming alliances
for research, development, application and production. In collaboration with Shanghai Jiao Tong
University, Shenzhen University and Jiangsu University, we launched our “2025 Technical Talent
Project” and “postdoctoral research center” to attract and retain talent for research and development
projects. We also maintain sound relationships with University of Michigan — Shanghai Jiao Tong
University Joint Institute and Shanghai Jiao Tong University — Massachusetts Institute of
Technology China Leader of Global Operation program.
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In 2016, 2017 and 2018, research and development expenses were approximately RMB96.8
million, RMB138.6 million and RMB277.9 million, respectively. The increase in 2018 was mainly
attributable to the increasing research and development efforts our key production facilities made
on improving and developing our semi-trailer and truck body products.

QUALITY CONTROL

Quality control is a primary part of our procurement and production process. We maintain
strict quality control over the research and development, engineering and manufacturing of our
products, as well as parts and components, with an aim to demonstrate our ability to provide
products that meet customer, regulatory and statutory requirements. We introduced various quality
control measures at our manufacturing and assembly plants and various stages of our production
operations so as to minimize product defects. Our quality control personnel are familiar with the
relevant national and industry standards, ISO standards, and the legal and regulatory requirements
applicable to our products. They are also required to attend professional training before performing
certain quality assurance tasks. We devote to improving quality control management and the
training programs provided to our employees to ensure the quality of our products.

Our quality control system has been ISO 9001 certified. We have also obtained certifications,
such as IATF 16949, GB/T19001 and TS 16949 for our manufacturing process. We are constantly
improving our quality control system in order to meet customer expectations.

Quality Control Procedures

We place strong emphasis on maintaining the quality and reliability of our products. We
conduct performance and reliability tests as part of our research and development process. We also
monitor our manufacturing process closely and provide comprehensive after-sales services to
ensure that our products meet customer requirements. We adopt product tracking measures to
monitor the performance of our products, which not only helps ensure the quality of our products,
but also helps us gather valuable data to improve our manufacturing process,

We have formulated specific standards to evaluate product quality. We conduct regular
management evaluations to ensure the effectiveness of our quality control system. Our quality
control teams in our manufacturing and assembly plants liaise with the production departments and
suppliers to identify and rectify product quality issues on a timely basis.

Recall

In China, we are subject to the Regulation on the Administration of Recall of Defective Auto
Products (f P RH A §h 4 B4 4 ]) promulgated by the State Council on October 22, 2012.

In November 2014, we recalled 129 units of semi-trailers manufactured by our Qingdao plant
due to a potential safety concern. To our knowledge, no accident has occurred in relation to the
potential safety concern involved in this recall. We rectified the potentially defective parts and
components of all the 129 units recalled. During the Track Record Period and up to the Latest
Practicable Date, we had not encountered any product recall that materially adversely impacted our
reputation, results of operations or financial condition.
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CUSTOMERS, SALES AND MARKETING

We sell our semi-trailers globally, and sell our truck bodies and center-axle car carriers

primarily in China. We sell our products through direct sales and distribution channels. Our
customers, distributors and non-distributor customers, purchase products for their own use or resale.

Our non-distributor customers for semi-trailers mainly comprise logistics companies, trailer
rental companies and truck dealers. Our non-distributor customers for truck bodies mainly comprise
truck manufacturers, truck dealers, construction companies and logistics companies. In 2016, 2017
and 2018, our revenue from direct sales accounted for 78.6%, 77.4% and 75.2%, respectively, of our
total revenue.

Our distributor customers mainly comprise distributors for truck manufacturers, being truck
dealers that are generally specialized in selling tractor units, truck chassis and specialty vehicles.
We also engage exclusive distributors for our semi-trailers and truck bodies. As of December 31,
2016, 2017 and 2018, we had 174, 179 and 199 exclusive distributors, respectively. We engage a
distributor by entering into a distribution agreement with it for the distribution of our products.
Considering the highly specialized function and usage of semi-trailers, the considerable storage
space required for parking, and the comparatively low sale price per unit of semi-trailers compared
with that of tractor units, distributors of our semi-trailers normally would only purchase our
products upon receipt of orders from their customers. Sales to distributors are recognized as
revenue, and the title to our products and any legal risk are passed to our distributors when our
products are delivered at our warehouses or other designated locations. In 2016, 2017 and 2018,
revenue from our distributor customers accounted for 21.4%, 22.6% and 24.8%, respectively, of our
total revenue. During the Track Record Period, to the best knowledge of our Directors and after
reasonable enquiries, all of our major distributors, whose revenue contribution accounted for a
significant portion of our total revenue from all our distributors, were Independent Third Parties.

In 2016, 2017 and 2018, sales to our largest customer accounted for approximately 2.2%,
4.0% and 5.2%, respectively, of our total revenue, and our five largest customers accounted for
approximately 10.1%, 11.0%, and 11.7%, respectively, of our total revenue. To the knowledge of
our Directors, none of our Directors, their respective associates or, any Shareholders holding more
than 5% of our issued share capital had any interest in any of our five largest customers in 2016,
2017 and 2018. During the Track Record Period, primarily in our truck body business, some of our
major customers, such as truck manufacturers, who purchased truck bodies from us, were also our
suppliers who sold truck chassis to us. We install the truck bodies onto the purchased truck chassis
to form fully-assembled specialty vehicles which we then sell to our customers. In 2016, 2017 and
2018, revenue from our overlapping customers and suppliers, which were among our top 20
customers or suppliers with over RMB 100 million in sales or procurement amount during the Track
Record Period, was RMB1,208.3 million, RMB1,878.2 million and RMB2,909.2 million,
respectively. The increase was mainly attributable to our overall business growth during the Track
Record Period. We did not record a standalone management account of gross profit or gross margin
for each customer or supplier during the Track Record Period. However, the terms for our
transactions with such overlapping customers and suppliers during the Track Record Period,
including product prices, applicable discounts and rebates, if any, did not deviate from the relevant
terms for our transactions with other customers or suppliers.
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Sales Network

Our extensive sales network mainly comprises (i) our in-house sales employees, and (ii)
third-party distributors. We have over 300 distributors widely dispersed throughout 31 provinces in
China, North America, Europe and other regions.

We strive to provide high-quality products and services to our customers through our
extensive sales network. We also offer a comprehensive range of pre-sales customer relationship
initiatives, sales support and after-sales services. Consistent with our core philosophy, “global
operation, local knowledge,” we endeavor to efficiently penetrate local markets and capture sales
opportunities by actively managing our sales network.

The following is a breakdown of our revenue by sales channel for the years indicated:

Year ended December 31,

2016 2017 2018

Amount % Amount % Amount %

(RMB in millions, except percentages)

China . ... ............... 7,486.5 514% 10,907.3 56.3% 13,906.4 57.5%
— Direct Sales . .. ........... 5,203.2 35.7 7,602.3 39.3 9,434.5 39.0
— Distributors . . . . ... ... ... .. 2,283.3 15.7 3,305.0 17.1 4,471.9 18.5
North America . . . . ... ... .... 4,483.6 30.8 4,693.4 24.2 6,635.4 27.5
— Direct Sales . .. ........... 3,832.1 26.3 3,741.0 19.3 5,244.0 21.7
— Distributors . . . . ... ... 651.5 4.5 952.4 4.9 1,391.4 5.8
Europe ... ...... ... . ..... 1,409.7 9.7 2,225.7 11.5 2,435.1 10.1
— Direct Sales . .. ... ........ 1,261.2 8.7 2,118.0 10.9 2,339.8 9.7
— Distributors . . . . ... ... ... 148.5 1.0 107.7 0.6 95.3 0.4
Other Regions . . . . ... ... .... 1,175.8 8.1 1,540.5 8.0 1,191.2 4.9
— Direct Sales . . .. .......... 1,141.2 7.8 1,534.1 7.9 1,164.9 4.8
— Distributors . . . . ... ... ... .. 34.6 0.2 6.4 0.0 27.3 0.1
Total. . . ... ............. 14,555.6 100.0% 19,367.0 100.0% 24,168.2 100.0 %
China

In 2016, 2017 and 2018, approximately 51.4%, 56.3% and 57.5%, respectively, of our total
revenue was generated from China. Our sales network in China consisted of (i) two centralized sales
centers located in Guangzhou and Xi’an, (ii) local sales teams and (iii) a network of 349 distributors
as of December 31, 2018. Our two centralized sales centers mainly cover products manufactured
under our “CIMC,” “CIMC Huajun” and “CIMC Tonghua” brands, while our other brands maintain
customer relationships through their own sales teams. We manage our distributors through these two
centralized sales centers and our local sales teams.

Direct Sales and Non-distributor Customers

In China, in 2016, 2017 and 2018, we sold approximately 69.5%, 69.7% and 67.8%,
respectively, of our products through direct sales.
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As part of our comprehensive sales network, our sales employees are dedicated to building
and maintaining long-term relationships through various forms of interactions with our key clients,
such as providing pre-sales consultation and comprehensive after-sales services. Our sales
employees would also make product recommendations based upon customer needs, arrange
customer visits to our facilities and to provide product demonstrations at our clients’ offices.

We generally enter into sales agreements directly with non-distributor customers. The sales
agreements are typically in a simplified form and normally include terms relating to product type
and specifications, unit price, quantity, as well as delivery and payment schedules. Our customers
make payments to us in cash or bank acceptance notes or, to a much lesser extent, funding from
bank borrowing or other financial institutions guaranteed by us. See “— Delivery and Payment” and
“— Tripartite Financing Arrangements” for additional information.

Distribution Network and Distributors

As an industry norm, we distribute a number of our products through our distributors in China.
In China, in 2016, 2017 and 2018, we sold approximately 30.5%, 30.3% and 32.2%, respectively,
of our products through distributors. We believe that, by engaging large-scale distributors for truck
manufacturers as our distributors, we can grow our sales quickly through such distributors’
established distribution network. We mainly rely on our two centralized sales centers and local sales
teams to select and manage our distributors.

As of December 31, 2016, 2017 and 2018, we had 418, 392 and 349 distributors, respectively,
located in China. Our distribution network is highly fragmented and most of our distributors
distribute locally. As a result, each of our brands typically establishes relationships with a large
number of distributors to achieve wide sales coverage.

We generally maintain a seller-buyer relationship with our distributors in China which, in turn,
on-sell our products generally to end users. We retain no ownership control over our products sold
to our distributors and generally do not accept product returns other than for material product
defects. We select our distributors based on their reputation, market coverage, sales experience and
ability to foster relationships with local customers, financial strength and existing or potential size
of their distribution or sales force.

—  Agreements with Our Distributors in China

In addition to our sales policies, we enter into distribution agreements with distributors for
distribution of our products. While specific terms vary from distributor to distributor, a summary
of the salient terms of our typical distribution agreements entered into with our distributors in China

follows:

. Duration: We generally enter into one-year distribution agreements with our distributors
in China.
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. Designated distribution area: Distributors are generally authorized to sell our products
within a designated geographical area. We do not allow our distributors to sell our
products outside such designated areas. Failure to comply with this requirement may
subject our distributors to penalties, such as fines, or even termination of the
distributorship.

. Minimum purchase amount and sales targets: Our typical distribution agreement
generally sets annual minimum purchase amounts for our distributors for designated
product types sold within designated areas, which range from 30 units to 200 units and
are reviewed annually. Such minimum purchase amount varies among different
distributors. In addition, we may set a higher sales target with additional incentive
measures to promote sales.

. Pricing: Our typical distribution agreements provide for a minimum unit price for
distribution of each of our product types. Such minimum unit price is normally
determined based on our cost of sales, profit margin and prevailing market conditions,
and is reviewed annually. Distributors are not allowed to sell our products below the
minimum unit price unless approved by us. We regularly inspect and evaluate our
distributors’ operations and retain the right to impose penalties on those distributors who
violate our pricing policy.

. Payment and credit terms: Payment and credit terms vary among distributors.
Distributors are typically required to make payments to us in cash or bank acceptance
notes. Depending on our relationship with, and our assessment of the creditworthiness
of the relevant distributor, we may agree to different payment terms for different product
types, such as a different amount of down payment required when they place orders with
us. We typically grant our exclusive distributors a credit term of up to one month and
require our non-exclusive distributors to settle the payment before collecting products.

. Inventory: Although we do not mandate the level of inventory that is required of our
distributors, we encourage them to maintain a reasonable amount of our products to meet
customer demand. Distributors typically order our products once they receive order
notices from their customers.

. Exclusivity: Our distributors are normally allowed to purchase and distribute similar
products of other manufacturers but we encourage our distributors to sign exclusive
distribution agreements with us in return for better sales and credit terms.

. Termination and renewal: We typically have the right to terminate the distribution
agreement where there is any material breach of terms pursuant to the distribution
agreement by a distributor. In general, our distribution agreements are automatically
renewed for an additional specified term if neither party gives notice of termination prior
to the expiry of the initial term.
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- Management and Evaluation

Our distributors are typically required to provide us with copies of their valid business license
and other permits for our records. Upon signing the distribution agreements with us, our distributors
will pay us a one-time deposit which generally ranges from RMB50,000 to RMB580,000, which
deposit fee will be returned to our distributors upon termination of the distribution agreement. We
regularly review the performance of our distributors and collect information on industry
developments and feedback on our products. We conduct regular evaluations of our distributors’
performance. We require our distributors to provide regular reports to us for evaluation; such reports
will also enable us to monitor their sales activities and collect end user feedback. Our in-house sales
teams will conduct regular spot-checks on our distributors to gather their operation and sales
information. In line with industry practice, our distributors normally do not carry a large inventory
of our products, but we encourage them to maintain a reasonable amount of our products to meet
customer demand. We grant our distributors rebates only if they meet the target sales amount of
designated products within its designated areas. Based on our review, we may elect to continue our
cooperation with over-performing distributors by adjusting the designated sales area or product

types.

Prior to the launch of new products, we normally provide training to distributors for them to
obtain first-hand knowledge of our new products and ensure the quality of the services provided to
end users. We allow certain distributors to use our logo, trademark and brand name within
designated areas for the promotion of our products.

- Rebate

Following industry practice in China, we typically grant annual rebates to distributors with
reference to sales volume, together with additional rebates based on distributors’ performance
relative to their respective sales targets set by us and also taking into account customer satisfaction
levels on a case-by-case basis. In particular, the amount of rebate we give to our distributors
managed through our two centralized sales centers is typically about 0.7% to 1.6% of the total sales
achieved by the relevant distributor or about RMB300 per unit to RMB1,500 per unit, subject to the
product type and other commercial terms. Our rebates are usually settled by deducting the aggregate
purchase price payable by eligible distributors from subsequent purchase orders placed after such
distributors fulfill requisite sales targets.

The following table sets forth the movement of the number of our distributors in China during
the years indicated:

Year ended December 31,

2016 2017 2018
As of the beginning of the year . . . . . . ... ... ... .. 278 418 392
Addition of distributors . . . ... ... L 192 89 65
Termination of distributors. . . . . . . ... ... ... .... 52 115 108
As of the end of the year. . . . . .. ... ... ....... 418 392 349
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In 2017, our distributors decreased (i) due to our combination of three centralized sales
centers into two which resulted in an optimized distribution network and increased direct sales to
efficiently manage our distributors and (ii) as we increased our standards for retaining and renewing
existing distributors and terminated an increasing number of under-performing distributors. This
was partially offset by the addition of new distributors in 2017 due to our entry into new cities and
areas where we did not previously have sales coverage. In 2018, the number of our distributors
decreased as we heightened our standards for retaining and renewing distributors and terminated a
number of under-performing distributors.

North America

In the North American market, we sell our refrigerated trailers mostly through direct sales, and
market chassis trailers and dry van trailers through both direct sales and distributors. In 2016, 2017
and 2018, approximately 30.8%, 24.2% and 27.5%, respectively, of our total revenue was generated
from North America. In 2016, 2017 and 2018, we sold approximately 85.5%, 79.7% and 79.0%,
respectively, of our products in North America through direct sales. As of December 31, 2018, our
North American sales network consisted of our in-house sales team and 20 distributors.

Direct Sales and Non-distributor Customers

Our non-distributor customers of chassis trailers in North America mainly include large
railway companies, car leasing companies, such as Direct ChassisLink, Inc., Milestone Equipment
Holdings, LLC and American Intermodal Management, LLC, as well as US national trailer
transportation companies, such as J.B. Hunt Transport, Inc. and Schneider Enterprise Resources,
LLC. Our dry van trailers and refrigerated trailers are mainly tailored according to customer
specifications. Our chassis trailers are mainly sold and distributed to key clients through direct
sales.

We generally enter into a standard sales agreement with non-distributor customers and a
specific sales order agreement for each sales order. The sales order agreements are typically in a
standard form and normally include terms relating to product type and specifications, unit price and
quantity, as well as a delivery and payment schedule.

Distribution Network and Distributors

In 2016, 2017 and 2018, we sold approximately 14.5%, 20.3% and 21.0%, respectively, of our
products through distributors in North America.

As of December 31, 2016, 2017 and 2018, we had 16, 19 and 20 distributors, respectively, for
the North American market. We typically engage distributors to achieve wide sales coverage.

We generally maintain a seller-buyer relationship with our North American distributors who,
in turn, on-sell our products to end users and, to a lesser extent, to sub-distributors for further
distribution. We retain no ownership control over the semi-trailers sold to our distributors and
generally do not accept product returns other than for material product defects. We select our
distributors based on various factors, such as their reputation, market coverage, sales experience
and ability to foster relationships with local customers, financial strength and existing or potential
size of their distribution or sales force.
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- Agreement with Distributors in North America

We generally enter into a standard distribution agreement with distributors for the distribution
of our semi-trailers in designated areas in North America. We will enter into separate agreement for
each sales order. While specific terms vary from distributor to distributor, a summary of the salient
terms of our typical distribution agreement entered into with our distributors in North America is
set forth below:

. Duration: Our typical distribution agreements normally have an initial term of one year.

. Designated distribution area: Distributors are normally authorized to sell our products
only within a designated geographical area.

. Sales target: We may negotiate with a distributor and set monthly or annual sales targets
of our products.

. Pricing: We provide our distributors with pricing guidelines for our products and
normally allow minor deviations from our suggested prices.

. Payment and credit terms: For our chassis trailers, we generally require our distributors
to make payment to us by cash within 90 days after we accept their orders. For dry van
trailers, we generally require our distributors to make payment to us in cash within 15
days after product completion at our US manufacturing plants.

. Inventory: Distributors are typically required to carry an adequate level of inventory of
our trailers, in line with industry practice.

. Termination and renewal: Unless otherwise terminated, such agreement is automatically
renewed for an additional one-year term. Generally, we may terminate the agreement
under certain circumstances, including where a distributor fails to pay any amounts due
under the agreement or if they breach any material terms of the distribution agreement.

- Management and Evaluation

We review the sales performance of our distributors on a regular basis. Our distributors are
required to submit to us their financial and operating reports, which enables us to monitor their sales
activities. Our sales personnel will also conduct regular spot-checks to analyze sales information of
the relevant distributors. Based on our review, we may elect to continue our cooperation with
over-performing distributors or elect not to renew distributor agreements with them.
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The following table sets forth the movement of the number of our distributors in North
America during the years indicated:

Year ended December 31,

2016 2017 2018
As of the beginning of the year . . . . . .. ... ... ... 15 16 19
Additions of distributors . . . . ... ... L. 3 6
Termination of distributors. . . . . . ... ... ... ..... 2 3 0
As of the end of the year. . . . . . ... ... ... ... .. 16 19 20

In 2016, 2017 and 2018, our distributor relationships in North America remained relatively
stable. We believe that we should focus on maintaining distribution relationships with those
distributors that have proven track records and are considered as leading distributors within their
respective regions in North America.

Europe

In the European market, we mainly distribute our products through direct sales to our
non-distributor customers and, to a lesser extent, through distributors. In 2016, 2017 and 2018,
approximately 9.7%, 11.5% and 10.1%, respectively, of our total revenue was generated from
Europe. In the same years, we sold approximately 89.5%, 95.2% and 96.1%, respectively, of our
products in Europe through direct sales. As of December 31, 2018, our European sales network
consisted of an in-house sales team and four distributors covering the UK, Poland and other
European countries.

Our distribution agreements entered into with our European distributors generally have an
initial term of one year which, unless otherwise terminated, is automatically renewed for an
additional two-year term upon expiry. Our European distributors are generally authorized to sell
certain specified products, and are granted exclusivity, within a designated region. Our European
distributors are subject to certain obligations, including (i) restrictions on selling similar products,
which compete with our products, from certain third parties, (ii) granting us access to its premises
for the purpose of inspecting compliance by distributors with their obligations under the distribution
agreements, and (iii) providing us with a forecast of projected orders for our products for a specified
future period and its budget for the coming year. For our European distributors, we do not typically
impose any mandatory resale prices in relation to our products. We set annual minimum purchase
amounts for specified products with our European distributors, which typically range from 10 units
to 200 units. We do not generally set any mandatory sales or expansion targets with our European
distributors, but our distributors generally undertake to use reasonable efforts to maintain and
increase sales of our products in the relevant designated regions. For our European distributors, we
typically require full payment from distributors within 45 days after the product delivery date.

Our curtain-side trailers, chassis and flatbed trailers and tank trailers are mainly sold and
distributed to key clients through direct sales. Our non-distributor customers of curtain-side trailers
and tank trailers in the European market are mainly logistics companies. Our non-distributor
customers of chassis and flatbed trailers in the European market mainly comprise automobile
manufacturers, trailer leasing companies such as TIP Trailer Services, as well as well-known
[transportation and logistics companies such as H. Essers Transport Company NV and VOS
Logistics.
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Other Regions

In other regions, during the Track Record Period, we sold substantially all of our products
through direct sales. In 2016, 2017 and 2018, our sales to other regions represented approximately
8.1%, 8.0% and 4.9%, respectively, of our total revenue. In 2016, 2017 and 2018, we sold 97.1%,
99.6% and 97.8%, respectively, of our products in other regions through direct sales. As of
December 31, 2018, we had one distributor in Tanzania.

Pricing Strategy

For our direct sales, we formulate and adjust the prices of our products with reference to
factors such as production cost, product specifications, market positioning, supply and demand,
prevailing market conditions, and our competitors’ prices. We are able to formulate, review and
adjust our pricing strategies in a flexible and market-oriented manner.

For our sales through distributors, we adopt different pricing policies. We generally offer
rebates to our distributors which will be settled by deducting the rebates amount from subsequent
purchase orders placed by eligible distributors after they fulfill requisite sales targets.

Delivery and Payment

A large amount of our products are delivered to a destination instructed by our customers. Our
customers, or their logistics service providers, may also take delivery of products from our
manufacturing and assembly plants directly.

For most of our customers, we require payment of a deposit and the remaining purchase price
upon delivery. We generally require our customers to pay us in full before delivery of products. In
some cases, we may offer our customers a credit term up to 90 days after product delivery based
on their financial strength and long-term relationship with us.

Tripartite Financing Arrangements

To facilitate the sales of our products in China, we also offer tripartite financing arrangements
with certain PRC commercial banks or other non-bank financial institutions (including CIMC
Financial Institution) to qualified customers. Under such financing arrangements, we provide
guarantees to the lenders based on our assessment of the customers’ creditworthiness. In case of
default by our customers, we are obligated to repay the borrowing as a guarantor.

For individual or small business customers of vehicles of relatively high monetary value, such
as mixer trucks and tank trailers, it is common industry practice for such customers to obtain
financing through tripartite financing arrangements, as it is generally difficult and time-consuming
for them to obtain financing directly from banks and other financial institutions without any form
of credit enhancement. The availability of tripartite financing arrangements provides a more
accessible financing solution to these customers.
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We select qualified customers for tripartite financing arrangements based on a review and
inspection of their financing needs, track records with banks and other licenges, permits or records.
During the term of a tripartite financing agreement, we regularly review the payment records of our
customers with the bank and conduct onsite inspections to assess and control our credit risk. We also
create credit profiles of our customers who participate in the tripartite financing agreements. These
procedures allow us to identify any early warning signs and take precautionary measures.

As of December 31, 2016, 2017 and 2018, we provided guarantee for loans under the tripartite
financing agreements of RMB1,040.7 million, RMB1,006.3 million and RMB1,253.5 million,
respectively. In 2016, 2017 and 2018, due to customer default, we paid RMB36.5 million, RMB15.7
million and RMB17.4 million, respectively, to the lenders under the financial guarantee
arrangement, which accounted for 3.5%, 1.6% and 1.4%, respectively, of our maximum amounts
guaranteed as of the end of the respective preceding years. In the same years, we collected
RMB45.7 million, RMB47.9 million and RMB38.5 million, respectively, from our customers in
default, which accounted for 4.4%, 4.8% and 3.1%, respectively, of our maximum amounts
guaranteed as of the end of the respective preceding years.

Warranty and After-sales Services

We typically sell our products with warranties. Warranty for semi-trailers and truck bodies
normally covers one year after delivery, but may vary depending on the type and the quantity of
products sold. Our customers may seek free repair and maintenance services, including replacement
of parts and components due to quality defects, during the warranty period. In addition, our product
warranty typically does not cover normal wear and tear during use. Repair and replacement of
certain parts and components of our products, in particular, truck chassis, axles and suspension
systems we purchase from third-party suppliers, however, are principally covered by our suppliers.
We also cooperate with our suppliers and have built over 300 maintenance centers throughout China
that enable our customers to have their vehicles serviced more conveniently. In 2016, 2017 and
2018, we recorded product warranty expenses on repair and maintenance of RMB76.7 million,
RMB99.3 million and RMBO91.1 million, respectively.

We comply strictly with the repair, replacement and return policies as required by relevant
laws and regulations. In accordance with the relevant return procedures, our customers can return
defective components of our products to us during the warranty period. Other than quality issues,
we do not accept any return of products. Following the expiration of the warranty period, we may
provide repair and maintenance services and supply parts and components for a fee.

We provide a comprehensive suite of after-sales services to our customers, which includes

many value-added services aimed at lowering costs for our customers and increasing their
productivity, safety and operating efficiency.
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Marketing

We strive to enhance the promotion and marketing of our brands and products to customers.
We believe that our comprehensive sales network provides us with established access to customers
throughout China, North America, Europe and other regions where we operate, enabling us to be
responsive to local market demand and allowing us to effectively diversify our customer base while
enhancing our ability to provide superior customer services. As of December 31, 2018, we had
around 1,300 dedicated sales and marketing personnel. We intend to continue to strengthen our
marketing and promotion efforts.

Our marketing and brand-building activities include advertisements on industry magazines,
participating in and organizing product launch events, seminars, trade shows and exhibitions to
showcase and seek end-user feedback on our products. We also have an established marketing
platform on social networks, to promote customers’ awareness of our brands and closely
communicate with existing and potential customers.

We have placed great emphasis on improving our customer satisfaction and loyalty as the key
to our customer relationship management. We maintain good relationships with our customers by
utilizing customer database and analyzing market trends and customer demand to carry out targeted
marketing activities. We also offer hotline services to our customers. In addition, we also rely on
referrals from our existing customers for new business opportunities.

SUPPLIERS

Our suppliers principally comprise steel and aluminum producers and manufacturers of parts
and components, such as truck chassis, tires, rims, axles, suspension and braking systems. We
currently source most of our raw materials, parts and components from multiple suppliers located
in China. We have also established long-term relationships with renowned trailer parts and
components manufacturers around the world. We have sound business relationships with our key
suppliers, such as BPW and China Baowu Steel Group, for over five years. We believe such
long-term relationships with our suppliers will benefit us in ensuring a stable supply of raw
materials, parts and components at reasonable prices. However, we generally purchase our raw
materials, parts and components on an order-by-order basis and do not enter into any long-term
contract with them.

We maintain an approved list of suppliers for our key raw materials, parts and components.
Potential suppliers must fulfill our assessment criteria before they are admitted to our approved list,
and the criteria include, among others, quality, price, nature and specification of the item, capacity,
after-sales services and reputation. In addition, we constantly monitor and evaluate current and
potential suppliers on their ability to meet our requirements and standards. In general, we review
our suppliers’ production quality and lead time on a quarterly basis. Each year, we evaluate the
performance of the suppliers on our approved list. Outperforming suppliers will have an increased
chance of closer cooperation with us, including participation in the development of our new
products. We may require immediate rectification from, or even terminate our relationship with,
underperforming suppliers.
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In 2016, 2017 and 2018, our purchases from our five largest suppliers, in aggregate, accounted
for 21.0%, 19.9% and 20.6%, respectively, of our total costs for raw materials and consumables
used, adjusted for changes in inventory. In addition, purchases from our single largest supplier
accounted for 6.5%, 6.2% and 6.8%, respectively, of our total costs for raw materials and
consumables used, adjusted for changes in inventory in the same years. None of our Directors, their
respective associates or any Shareholder who, to the knowledge of our Directors, owns more than
5% of our issued share capital has any interest in any of our five largest suppliers.

Procurement of Raw Materials, Parts and Components

Our principal raw material is steel. Our key parts and components comprise truck chassis,
tires, rims and axles. As a percentage of our total revenue in 2016, 2017 and 2018, our costs of raw
materials and consumables used, adjusted for changes in inventory was 73.6%, 75.8% and 77.1%,
respectively.

We do not manufacture tractor units or truck chassis. But in line with the industry practice in
China, typically in the case of our mixers, we purchase the truck chassis requested by our customers
and install the mixers onto such truck chassis to form fully-assembled mixer trucks, which we then
sell to these customers. In addition, on limited occasions, we may procure tractor units as requested
by our customers which we deliver together with our semi-trailers. As a result, we record the cost
of tractor units and truck chassis as our cost of raw materials. In 2016, 2017 and 2018, we mainly
purchased truck chassis and tractor units for the PRC market and such costs incurred in China
amounted to approximately RMB1,307.4 million, RMB1,905.2 million and RMB3,063.6 million,
respectively.

The cost of raw materials, especially the cost of steel, affects our production costs directly,
and consequently determines the prices of our products. To control our cost of raw materials, we
have adopted various measures to mitigate the fluctuations of raw material prices, including
centralized procurement to increase our bargaining power with suppliers, more efficient inventory
management to adjust the frequency and quantity of procurement based on market conditions and
the establishment of long-term strategic cooperative relationships with key suppliers. In addition,
to mitigate any impact on our financial results, we adjust our product prices with reference to
various factors, such as the prevailing market conditions, market prospects, inventory conditions
and competition. We have also devoted significant efforts to continuously improving our production
efficiency, which will enable us to increase our production volumes to meet market demand without
significantly increasing our raw material cost given the effect of economies of scale, Despite our
measures to lower the cost of raw materials, if there is a significant increase in our costs of raw
materials, our results of operations and financial condition may be adversely affected if we cannot
successfully pass on such increased costs to our customers.
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For our procurement of steel, we generally leverage the bargaining power of CIMC, which
centrally negotiates the key terms of a framework agreement with a number of suppliers in China
each year on behalf of all the members of the CIMC Group and us. Our manufacturing plants then
place orders and pay for the steel they purchase pursuant to CIMC’s pre-agreed terms with these
suppliers. Steel price is determined on an order-by-order basis by the prevailing market price,
subject to fluctuations and delivery dates. During the Track Record Period, the Company had also
procured steel from suppliers without leveraging the bargaining power of CIMC with similar terms.
For our procurement of key parts and components, such as truck chassis, tires, rims and axles, we
generally enter into annual framework agreements with our approved suppliers through centralized
procurement arrangements, which set out the key terms of our procurement contracts for an entire
year. Our manufacturing plants then enter into procurement contracts and place orders with the
suppliers and pay for the supplies based on the pre-agreed terms in our framework agreements. Price
is normally determined by the prevailing market price of parts and components. For other raw
materials, parts and components, they are sourced primarily by our local manufacturing plants. In
our overseas manufacturing plants, we generally procure key raw materials, parts and components,
such as steel, tires and axles, locally in the US and Europe.

During the Track Record Period, the prices of steel, tires and axles have been gradually
increasing. We have built and maintained an inventory of raw materials up to a reasonable level for
operations to mitigate the effects of any short-term fluctuation, together with a view to lowering our
raw materials cost. See the “Risk Factors — Risks Relating to Our Business — We rely on certain key

raw materials, parts and components and utilities, such as steel, tires, rims and axles in our
manufacturing process, and any failure or shortage in the supply of such key raw materials, parts
and components and utilities may adversely affect our business” section for more details of such
risk affecting our operation and financial performance.

As we believe that the raw materials, parts and components we use to manufacture are
common, we do not anticipate significant difficulties in obtaining alternative sources of supply, if
necessary. We typically have multiple suppliers for each of our raw materials, parts and
components. This also reduces any potential disruption of our operations and reliance on any
particular supplier, enabling us to maintain sourcing stability and secure competitive prices from
suppliers. Additionally, we undertake inventory control in order to reduce the risks of understocking
and overstocking and maintain our inventory of raw materials, parts and components at an
appropriate level. During the Track Record Period, we did not experience any material interruptions
in the supply of raw materials or parts and components from our suppliers.
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We have undertaken various initiatives to control our costs for raw materials without
compromising on the quality of our products. We believe that, as a result of our progressive
economies of scale and centralized procurement arrangements, our increasing bargaining power
allows us to control the costs of raw materials, parts and components through negotiation with our
suppliers. In addition, we have increased our efforts to standardize and modularize the parts and
components we use to improve our production efficiency and lower our procurement costs.

Supply Agreements

For key parts and components, we typically enter into a framework agreement with a one-year
term with selected suppliers. The framework agreement normally includes a benchmark price,
payment and delivery terms and quality requirements. The framework agreement requires that our
suppliers must possess the necessary quality control certification. Our suppliers are responsible for
ensuring that the products provided are in line with the standards set out in the agreements.

Our suppliers are not allowed to change any specification stipulated in the framework
agreement, such as raw materials, processing technologies and quality inspection, without our prior
approval. In addition, our suppliers are not allowed to outsource their work to third parties without
our prior approval. The pricing terms of raw materials, parts and components are generally
negotiated with our suppliers on an annual basis. The prices are usually inclusive of all expenses,
such as packing and logistic costs.

Our suppliers will provide a warranty for their products sold to us. All raw materials, parts and
components are subject to guarantee of free repair, replacement and return within the warranty
period.

We may terminate the framework agreement under certain circumstances, including force
majeure, breach of material terms of the framework agreement by the supplier and prolonged
difficulty in delivering the goods to us.

In China, we usually settle payment with our steel suppliers in the month following our
procurement. We usually pay our suppliers for other raw materials, parts and components by cash
or bank acceptance notes within 90 days from receipt of supplies and the invoice. In North America

and Europe, we mainly settle payment with our suppliers within 30 days after receipt of an invoice.

Global Supply Chain

We believe that by leveraging the global supply chain, we are able to monitor fluctuations in
the prices of raw materials, parts and components in the global market, and adjust our procurement
strategies accordingly.

Almost all of our procurement for our PRC production is carried out in China. Certain of our
overseas operations, such as the manufacturing of dry van trailers in North America and curtain-side
trailers and tank trailers in Europe, mainly procure their raw materials, parts and components
locally and utilize local manufacturing plants, while we also leverage our cost-efficient production
capacity in China and dispatch and assemble our products at overseas assembly plants.
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Without compromising on the quality of our products, we endeavor to be more cost-effective
by encouraging global supply of parts and components, raw materials and other supplies. Benefiting
from our economies of scale, strong bargaining power and extensive global supplier choices, we
enjoy enhanced production efficiency afforded by global supply chain management, such as access
to a large quantity of steel in China with competitive price and certain technologically advanced or
customized parts from the overseas markets that meet local specifications.

INVENTORY MANAGEMENT

As of December 31, 2016, 2017 and 2018, we had inventories of approximately RMB3,293.3
million, RMB3,560.3 million and RMB3,582.3 million, respectively. Provision for impairment is
recognized by the amount by which the carrying amount of the inventories exceeds its recoverable
amount. See “Financial Information—Current Assets and Liabilities—Inventories” for further details.

We have established inventory control procedures to monitor the stock level of raw materials,
parts and components, work-in-progress and finished goods. We have internal resource planning
and monitoring procedures in place to ensure the efficient and effective management of our
inventories. Such procedure keeps a record of our inventories so that we have ready access to
inventory levels and movement. We have management procedures that monitor the planning and
allocation of warehouse space for finished products to meet the delivery requirements and schedules
and for raw materials, parts and components, as well as work-in-progress to meet production needs.
We also carry out inventory counts on a regular basis to ensure that our records are up-to-date.

Generally, we keep our inventory of raw materials, parts and components at the appropriate
level and place them into the production process only when they are used. We keep the volume of
work-in-progress products at an appropriate level to facilitate the production process.

Given our efficient manufacturing and the limited production lead time, which typically
ranges from ten days to one month, we normally only commence the production process when we
have received a customer order. We typically arrange delivery of finished products within one
month following the completion of production. Such arrangement ensures our production and
storage efficiency, while allowing us to meet our customer demand on a timely basis.

INTELLECTUAL PROPERTY RIGHTS

We believe that the development and the protection of our intellectual property rights have
been, and will continue to be, critical to our success. As of Latest Practicable Date, we had over 80
registered trademarks in China and overseas. We are entitled to use all of the trademarks required
for our operations. As of Latest Practicable Date, we held over 800 registered patents in multiple
jurisdictions, principally in China. We expect that we will continue to apply for additional patents
in the future as we develop new products, technology and designs. We also possess unregistered
trade secrets, technologies, know-how, processes and other intellectual property rights.

We rely on trade secret protection and confidentiality and non-competition agreements to
safeguard proprietary know-how that is not patentable or for which patents are difficult to enforce.
Our personnel who have access to sensitive and confidential information have entered into
confidentiality and non-competition agreements with us. In addition, whenever sensitive
information is being handled, there is a series of strict procedures and rules in place to protect such
sensitive information, including restricting access to such sensitive information to qualified
individuals who have passed the necessary background checks. See “Appendix VII — Statutory and
General Information — 2. Further information about our Business.”

- 183 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

COMPETITION

The semi-trailer and truck body markets are highly competitive. Our competitors vary widely
by region and scale of operations. In China, we face competition from companies such as Liangshan
Lutong Special Vehicle Manufacturing Co., Ltd. and Shandong Luoxiang Automobile
Manufacturing Co., Ltd. We also face competition from Sunhunk Heavy Industries Group in terms
of dump beds for dump trucks, and Chitian Automobile Co., Ltd. in terms of mixers for mixer
trucks. In the US, we mainly face competition from companies such as Hyundai Translead, Inc. and
Wabash National Corporation, which are well-known North American brands. In Europe, we mainly
face competition from brands such as Schmitz Cargobull AG and Krone Commercial Vehicle Group
which are well-known European brands. See “Industry Overview—Overview of Global, PRC, North
American and European Semi-trailer Markets—Competitive Landscape” and “Industry Overview—
Overview of PRC Truck Body Market—Competitive Landscape,”

We believe we are able to compete on the basis of our reputation, high-quality products, strong
production, research and development capabilities, integrated procurement system, extensive
distribution network and strong relationships with our customers.

ENVIRONMENTAL MATTERS

We place great emphasis on environmental protection measures and policies in our business
operations. We are subject to extensive national and local environmental laws and regulations
governing pollution, noise emissions, hazardous substances, water and waste discharge and
management, and other environmental matters relating to our properties and operations. Our
products must comply with the applicable safety, exhaust and performance standards adopted by the
respective jurisdictions into which we sell our products. See “Regulatory Environment.”

We are committed to clean production, reducing the emission of carbon dioxide and volatile
organic compounds, the discharge of waste and the consumption of energy and resources, and
strengthening our sense of social responsibility. Our manufacturing and assembly plants discharge
pollutants, including waste water, air emissions, solid waste and noise during the production
process. We have adopted a set of waste treatment procedures in our manufacturing and assembly
plants to prevent and minimize pollution and have implemented measures to control noise levels
during the manufacturing process to comply with applicable environmental standards. For example,
we adopted advanced equipment and environment-friendly technology, such as the KTL lines, to
reduce waste gas emission, waste water and residues discharge.

We complied with applicable environmental laws and regulations in all material respects
during the Track Record Period with respect to our operations in the jurisdictions in which we have
significant operations, including China, the US, the UK and Belgium. Our Directors are of the view
that we have obtained all material environmental permits to conduct our production activities and
our businesses have complied with currently applicable national and local environmental laws and
regulations in all material aspects during the Track Record Period. In 2016, 2017 and 2018, our cost
of compliance with environmental protection rules and regulations in terms of contract amounts was
approximately RMB12.5 million, RMB37.5 million and RMB37.0 million, respectively.

During the Track Record Period and up to the Latest Practicable Date, we have not
experienced any major incident causing environmental pollution, and we have not received any
notifications or warnings, nor have we been subject to any material fines or penalties, in relation
to any breach of applicable environmental laws or regulations.
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As of the Latest Practicable Date, five of our manufacturing plants in China have yet
completed the relevant environmental impact assessment and/or environmental acceptance
inspection, due to the lack of experience of our subsidiaries’ operating teams who did not fully
understand the relevant requirements under applicable PRC laws and regulations. Our PRC legal
advisors are of the view that these incidents did not have a material adverse effect on our business,
financial condition and results of operations, due to the following:

. Our two plants in Zhenjiang obtained written confirmations from relevant government
authorities. Our PRC legal advisors interviewed the relevant government authorities in

Yangzhou and Jiangmen. All these government authorities have confirmed that we can
still use the relevant plants during the rectification period and that these four plants will
not be subject to fines; and

. CIMC Liaoning was fined RMB40,000 for our Yingkou plant in January 2019. Our PRC
legal advisors interviewed the relevant authority regulating our Yingkou plant, which
confirmed that CIMC Liaoning had fully paid the fine, that we can still use the plant
currently in use and that there will be no more fines or penalties on the same issue.

We have enhanced our compliance practices and engaged local environmental assessment
agents to carry out the relevant inspection procedures so that we can undertake and complete the
relevant environmental impact assessment and/or environmental acceptance inspection. Our PRC
legal advisors also provided comprehensive training to our legal and compliance staff to prevent the
recurrence of similar incidents.

INSURANCE

We carry occupational injury, medical and unemployment insurance and other state-mandated
insurance for our employees in compliance with applicable laws and regulations. We also maintain
commercial insurance for our assets, as well as business interruption insurance, public liability
insurance and machinery damage insurance in China and overseas. We maintain property insurance
for our manufacturing and assembly plants globally, consistent with what we believe to be
customary practice.

Based on an assessment of the risk exposure of our operations, we believe that our insurance
is adequate and customary for semi-trailer and truck body manufacturers of our scale and
geographic coverage. We continually review and assess the risk exposure of our Group and our
employees, and will make necessary and appropriate adjustments to our insurance coverage in line
with our needs and industry practice and in compliance with regulatory requirements. However, we
may still be subject to losses resulting from risks that are not covered by the insurance we currently
carry, such as losses caused by weather, disease, civil strife, difficulties or delays in obtaining raw
materials and equipment, natural disasters, terrorist incidents, industrial accidents or other causes.
See “Risk Factors—Risks Relating to Our Business—Insurance coverage for our business, products
and properties may not be sufficient.”

During the Track Record Period and up to the Latest Practicable Date, we have not received
any material product liability or third-party liability claims from our customers or any other third
parties and have not experienced any material business interruptions or losses relating to our
manufacturing and assembly plants, business and properties.
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OCCUPATIONAL HEALTH AND SAFETY

We are subject to relevant rules and regulations on occupational health and safety. See
“Regulatory Environment—Applicable Laws and Regulations in the PRC-Laws and Regulations in
Relation to Labor” for further details. We have a dedicated safety management team, which is
responsible for handling production safety accidents and keeping records.

We have established comprehensive work safety, accident handling and rescue and safety
training policies and procedures to ensure that our operations comply with applicable laws and
regulations. In addition, to increase workplace safety awareness, we provide regular safety training
to our employees. We provide our workers with personal protective equipment and ensure that our
manufacturing and assembly plants have adequate precautionary measures, are not cluttered and
have clear walkways for employees. We have placed a number of warning signs at prominent
locations at our workplaces. Work safety is also an important factor in the annual performance
evaluation for our management teams.

During the Track Record Period and up to the Latest Practicable Date, we have not had any
material incidents or complaints of work-related injuries or casualties. Our PRC legal advisors have
advised us that we were not subject to material punishment for violating applicable production

safety laws and regulations during the Track Record Period.

EMPLOYEES

As of December 31, 2018, we had 14,990 full-time employees, of which approximately 83.7%
were in China and 16.3% were overseas. The table below sets forth a breakdown of our employees
by function as of December 31, 2018:

Number of
Function Employees
Administration and Management . . . . . . ... 1,051
Manufacturing, Supply Chain and Quality Control . . . . . . ... ... ... ... ...... 11,325
Sales and Marketing . . . . . . . . .. 1,293
Research and Development . . . . . . . . ... .. e 692
Equipment Management . . . . . . . . ... L. e 339
Finance and Legal . . . . . . . . . . . 290
Total . . . . . . . 14,990

We provide our employees with salaries and bonuses, as well as employee benefits, including
retirement schemes, medical and industrial injury insurance schemes and housing provident fund
schemes. We are committed to providing sophisticated and systematic training to our employees to
equip them with the necessary skills and knowledge to perform their jobs competently and to give
them the opportunities to realize their personal career goals and aspirations. We hire employees
through campus recruitment, open job markets, employment agents and internal referrals.
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We conduct annual performance reviews of our employees, providing valuable and
constructive feedback. Based on the results of the annual reviews, we award performance-based
bonuses to our employees. The bonuses for sales personnel are based on their sales performance,
and for manufacturing employees are based on the number of product units produced. We adopt
profit-sharing incentive programs to incentivize our local management teams and better align the
interests of our local subsidiaries with our own.

Most of our manufacturing subsidiaries in China and Europe have labor unions. We do not
enter into any collective bargaining agreement with our employees. We have not had any material
labor disputes with our employees which might materially and adversely affect our business
operations during the Track Record Period and up to the Latest Practicable Date.

PROPERTIES

As of December 31, 2018, we occupied certain properties mainly in China, the US, the UK,
Belgium, Australia, Poland, South Africa, Thailand and Vietnam.

Property Valuation

Cushman & Wakefield, an independent property valuer, has valued our selected properties as
of April 30, 2019. For the full property valuation report, see “Appendix III — Property Valuation
Report.” Having considered the implications of Rule 5.01A of the Listing Rules, the property
interest not subject to valuation is the property interest (i) that form part of our property activities
and with a carrying amount below 1% of our total assets, and the total carrying amount of such
property interests not valued does not exceed 10% of our total assets, and (ii) that does not form
part of our property activities and the carrying amount of such property interest is not above 15%
of our total assets.

Properties in China

We own and lease properties in China primarily for production facilities, warehouses, office
space, product exhibition and staff accommodation. As of December 31, 2018, in China, we owned
46 parcels of land with a total site area of approximately 4,943,898 square meters and owned 198
buildings or units with a gross floor area of approximately 1,152,067 square meters. In addition, we
leased three parcels of land with a total site area of approximately 2,293 square meters and 12
buildings or units with a gross floor area of approximately 85,249 square meters.

Owned Properties
Owned Land

As of December 31, 2018, we owned the land use rights of 46 parcels of land with an
aggregate site area of approximately 4,943,898 square meters in China, which are mainly used for
production operations and warehouses.

As of the Latest Practicable Date, we had obtained the land use right certificates for all these

46 parcels of land.
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Owned Buildings

As of December 31, 2018, we owned 198 buildings or units with a gross floor area of
approximately 1,152,067 square meters in China. Among the 198 buildings or units that we owned,
we have obtained the building ownership certificates for 113 buildings with a gross floor area of
approximately 603,717 square meters, representing 52.4% of the gross floor area of buildings that
we owned.

We have not obtained the building ownership certificates for 85 buildings with a gross floor
area of approximately 548,350 square meters, representing 47.6% of the gross floor area of the
buildings owned by us, of which three buildings of 45,042 square meters for production operations
and nine buildings of 6,051 square meters for non-production purposes, representing 3.9% and
0.5%, respectively, of the gross floor area of the buildings owned by us, are newly purchased
properties or constructed properties. The revenue generated from the properties with defective titles
in 2016, 2017 and 2018 was RMB2,160.8 million, RMB3,553.7 million and RMB7,354.6 million,
respectively. The gross profit generated from the properties with defective titles in 2016, 2017 and
2018 was RMB266.8 million, RMB567.1 million and RMB1,037.8 million, respectively. We are in
the process of applying for building ownership certificates from the competent governmental
authorities. In relation to the newly purchased properties and the constructed properties mentioned

above, as we have obtained the main documents necessary for applying the building ownership
certificates, including permits for planned construction projects, permits for construction and the
completion and acceptance approvals, our PRC legal advisors are of the view that there is no legal
impediment to obtain such building ownership certificates after we clear outstanding installments
and submit adequate application materials pursuant to the relevant laws and regulations. Among the
remaining 73 buildings with a gross floor area of 497,257 square meters (the “Seventy-three
Buildings”), representing 43.1% of the gross floor area of the buildings owned by us, details are set
forth below:

. Title status. We have_(i) 26 buildings for production operations with a gross floor area
of 382,066 square meters, representing 33.2% of the gross floor area of the buildings
owned by us, and (ii) 47 buildings for office, warehouses or other non-production
purposes with a gross floor area of approximately 115,191 square meters, representing
10% of the gross floor area of the buildings owned by us, for which we have not obtained
the building ownership certificates, primarily because we have not obtained the relevant
construction-related certificates principally as a result of (i) certain missing aged
documents which we cannot locate; and (ii) failure to make construction-related
certificate application in time due to relevant employees’ oversight.

. Legal consequences. Our PRC legal advisors, Shu Jin Law Firm, have advised us that (i)
under the PRC Law on Urban and Rural Planning (4% A R LA B R 4RAE #17%), we may
be required to rectify the noncompliance within a specified period and may be subject
to a fine of not less than 5% but not more than 10% of the construction cost of the
relevant buildings for the failure to obtain the permit for a planned construction project
or without complying with the provisions in the permit, and if such impact cannot be
eliminated, we may be required to demolish such buildings or structures, or if such
buildings or structures cannot be demolished, the unlawful income shall be confiscated,
and we may, in addition, be fined not more than 10% of the construction cost of the
relevant buildings; (ii) we may be ordered to pay a penalty between 1% to 2% of the

- 188 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

construction contract price for properties that have commenced construction without
construction permits or reports under the Measures for the Administration of
Construction Permits for Construction Projects (E5E TFEHE LFFr] & ML) and
related laws and regulations; and (iii) we may be required to pay a penalty between 2%
and 4% of the construction contract price for the contractual project price for the failure
to obtain the completion and acceptance approval under the Regulations on the Quality
Management of Construction Projects (Fa% LFEE & HEM]) and related laws and
regulations.

. Potential penalties. Among the Seventy-three Buildings, we have not obtained the
completion and acceptance approval (s L% TEiIR) for two buildings built by

CIMC Shenzhen, one with a gross floor area of 1,922 square meters for production

operations and the other with a gross floor area of 2,817 square meters for office or other
non-production purposes, representing 0.2% and 0.2%, respectively, of the gross floor
area of the buildings owned by us. We estimate the maximum potential penalties for our
failure to obtain the completion and acceptance approval to be up to approximately
RMB669,600 in the aggregate pursuant to the PRC laws on construction and related laws
and regulations. Our PRC legal advisors are of the view that such penalties, if imposed
on us, would not have a material adverse effect on our operations.

For Jack of other construction-related certificates for the Seventy-three Buildings, based
on that (i) during the Track Record Period and up to the Latest Practicable Date, we have
maintained our undisturbed usage and occupation of the Seventy-three Buildings, and
have not received any notice from competent authorities imposing any fines or penalties
for using the buildings, or requiring us to relocate or demolish them; and (ii) we obtained
written confirmations from relevant governmental authorities or our PRC legal advisors
interviewed relevant governmental authorities, it is confirmed that (a) such
governmental authorities were aware of the situation of these buildings and would assist
us with obtaining the construction-related certificates and/or (b) such governmental
authorities confirmed either that they would not impose fines or penalties on the
Company or that the likelihood of such fines or penalties being imposed on the Company
would be remote, our PRC legal advisors are of the view that (i) the above-mentioned
governmental authorities are the competent authorities to provide the foregoing
confirmations; and (ii) there is a remote risk that we would be subject to penalties for
failure to obtain the construction-related certificates for the Seventy-three Buildings.
Although the risk is remote, we estimate the maximum potential penalties for our failure
to obtain the construction-related certificates for such buildings to be up to
approximately RMB63.3 million in the aggregate pursuant to the PRC Law on
Construction and related laws and regulations. Such maximum potential penalty amount,
if imposed on us, would account for only about 0.3% of our total revenue in 2018. Our
PRC legal advisors are of the view that the risk of such penalties that may be imposed
on us in relation to the incompletion of the construction-related certificates, individually
or collectively, would not have a material adverse effect on our operations.
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. Internal control and rectification measures. We are in the process of preparing required
application materials and will continue to obtain relevant construction-related
certificates and apply for building ownership certificates from competent governmental
authorities. We are and will continue to actively promote coordination and facilitate
communication with competent governmental authorities to complete the relevant
formalities in a timely manner. We did not receive any penalty, objection, inquiry or
investigation from competent authorities or third parties with respect to such buildings
during the Track Record Period. As of the Latest Practicable Date, all of such buildings
were not subject to any disputes or potential disputes and we had not been advised by
any government authority or third parties to cease our use of such buildings for our
business activities, or pay fines or make compensations. We will use our best efforts to
secure replacement buildings.

Leased Properties
Leased Land

As of December 31, 2018, we leased a total of three parcels of land from third parties with
a site area of 2,293 square meters in China. We use the leased land for office and product exhibition
purposes.

For two of the three parcels of leased land with a site area of 2,093 square meters, the relevant
lessors did not provide us with the relevant title certificates. The land use right of the remaining one
parcel of leased land, with a site area of 200 square meters, had been allocated by government to
the relevant lessor, who provided us with the title certificate but failed to provide the relevant
government approval for leasing. We did not receive any penalty, objection, inquiry or investigation
from the competent authorities or third parties with respect to such leased land during the Track
Record Period.

Our PRC legal advisors are of the view that (i) as the lessors who hold the allocated land use
right are the responsible parties to apply for the approval of the relevant governmental authorities
for leasing the land use right allocated by the government, the Company, as a renter, will not be
subject to potential legal liability arising from the deficiencies relating to the leased land, and (ii)
as the leased land is used for our office and product exhibition purposes, and the total site area is
relatively small, such deficiencies will not, individually or in aggregate, have any material adverse
impact on our business. In addition, the Directors believe that in the event we are requested to
relocate, considering the usage of the leased land, we will be able to find comparable replacement
premises in a timely manner at minimal expense, which will not have any material adverse impact
on our business.

Leased Buildings

As of December 31, 2018, we leased 12 buildings in China with a gross floor area of
approximately 85,249 square meters. Among the 12 leased buildings, the lessors of eight, with a
gross floor area of approximately 1,778 square meters, representing 2.1% of the gross floor area of
the buildings that we leased, have not provided us with the relevant building ownership certificates.
We use the leased buildings for office and staff accommodation purposes. Our PRC legal advisors
are of the view that (i) as the owners of the leased buildings are the responsible parties to apply for
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the construction related certificates and the ownership certificates, the Company, as a renter, will
not be subject to potential legal liability arising from the deficiencies relating to the leased
buildings, and (ii) as the leased buildings are used for our office and staff accommodation purposes,
and the total gross floor area is relatively small, such deficiencies will not, individually or in
aggregate, have any material adverse impact on our business. In addition, the Directors believe that
in the event we are requested to relocate, considering the usage of the leased buildings, we will be
able to find comparable replacement premises in a timely manner at minimal expense, which will
not have any material adverse impact on our business.

In addition, the leases to 11 of the 12 leased buildings were not registered with the relevant
PRC government authorities. The registration of such leases will require the cooperation of the
relevant lessors. We will take all practical and reasonable steps to register the leases. Our PRC legal
advisors have advised us that we may be required by the relevant PRC government authorities to
register the relevant lease agreement within a prescribed period, failing which may lead to a fine
of not more than RMB 10,000 for each unregistered lease agreement. The Directors are of the view
that considering the amount of the maximum potential fines of RMB110,000, our results of
operations will not be materially and adversely affected.

Overseas Properties

As of the Latest Practicable Date, our overseas properties that are material to our business
operations are located in the US, the UK, Belgium, Australia, Poland, South Africa, Thailand and
Vietnam. In particular:

. we owned and held land with a gross site area of approximately 3,243,261 square meters
and certain buildings or units with a gross floor area of approximately 763,614 square
meters, which are primarily used for our production and assembly lines; and

. we leased land with a gross site area of approximately 135,292 square meters, and
certain buildings with a gross floor area of approximately 142,773 square meters, which
are primarily used for production operations, offices, production, residential and other
non-production uses.

LEGAL PROCEEDINGS AND COMPLIANCE

We are subject to regular inspections, examinations and audits, and are required to maintain

or renew the necessary permits, licenses and approvals for our business operations under applicable

laws and regulations. See “Regulatory Environment” for further details of the relevant permits and

licenses relevant to our business operations. Our Directors, based on advice from our PRC legal

advisors, Shu Jin Law Firm, confirmed that, as of the Latest Practicable Date, except as otherwise

disclosed in this document, we had complied with laws and regulations in the PRC that are relevant

to our operations in all material respects, including obtaining such licenses, approvals and permits

from the relevant regulatory authorities which are material to our operations. In addition, our

Directors, based on advice from our legal advisors in the relevant jurisdictions, confirmed that, as

of the Latest Practicable Date, we had complied with applicable laws and regulations with respect

to our operations in all material respects in those foreign jurisdictions in which we have significant

operations, namely the US, the UK and Belgium.
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Legal Proceedings

We have been, and may from time to time in the future be, involved in arbitration, litigation
or regulatory proceedings relating to contract disputes, intellectual property rights disputes and
other matters arising from the ordinary course of our business. The following is a recent example
of outstanding litigation against us in which a significant amount of damages was sought.

In October 2016, Ping An Bank Co., Ltd., Chengdu Branch, (“Ping An Bank”) filed a lawsuit
with Chengdu Intermediate People’s Court claiming a contract dispute against our subsidiary,
Sichuan CIMC Vehicle Logistics Equipment Co., Ltd. (“Sichuan CIMC”). Ping An Bank alleged
that Sichuan CIMC was obliged to return the purchase consideration under a series of contracts

entered into among Sichuan CIMC, a third-party merchant and Ping An Bank, pursuant to which the
merchant agreed to purchase vehicles from Sichuan CIMC with bank acceptance notes from Ping
An Bank and to provide performance bonds to Ping An Bank at the same time. As the third party
did not provide a sufficient amount of performance bonds to Ping An Bank in accordance with the
terms, Ping An Bank filed a lawsuit against Sichuan CIMC for refund of the payment made to
Sichuan CIMC. In July 2017, the court entered into a default judgment against us ordering us to
return the purchase consideration of RMB34.5 million, together with interest accrued thereon and
other related expenses. On November 23, 2018, the Sichuan Higher People’s Court jssued a ruling
to retry the case and suspend the execution of the original judgment, based upon the findings that
certain key evidence may have been forged, and the service of process against us was invalid. As
of the Latest Practicable Date, no final judgment or decision has been made for this outstanding
proceeding.

After consultations with Sichuan CIMC’s defense counsel, we believe that this pending legal
proceeding would not result in a material adverse effect to our business, financial condition and
results of operations, even if the relevant court in Chengdu issues an unfavorable judgment against
Sichuan CIMC, in consideration that (i) Sichuan CIMC is a limited liability company, and our
Company, as the sole shareholder of Sichuan CIMC, would only be responsible for its debts to the
extent of our capital contribution in Sichuan CIMC of RMBS5.0 million, and (ii) as of the Latest
Practicable Date, Sichuan CIMC was dormant and had a deficit net worth, and, should the court
issue a favorable ruling to Ping An Bank, Sichuan CIMC could only be put into liquidation
procedures, under which the proceeds from the liquidation of its total assets would be distributed
to repay its creditors, including Ping An Bank, according to the priority of creditors’ claims.

Our Directors confirmed that, during the Track Record Period and up to the Latest Practicable
Date, there were no legal proceedings pending or threatened against us or our Directors that could,
individually or in the aggregate, have a material adverse effect on our business, financial condition
or results of operations._
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Licenses and Permits

The following table sets forth the major licenses and permits for our business, their respective

granting authority and expiry date as of the Latest Practicable Date:

Country Name of the License/Permit Relevant Authority Expiry Date

China. . . . .. World manufacturer identification China Automotive Technology and February 27, 2020
(Trailer) Research Center Co., Ltd.

China. . .. .. World manufacturer identification China Automotive Technology and April 16, 2021
(Truck) Research Center Co., Ltd.

China. . . . .. Measures for Market Access Ministry of Industry and Information Not applicable
Permission for Road Motor Vehicle Technology of the PRC
Manufacturers and Products

us ....... World manufacturer identification National Highway Traffic Safety Not applicable

Administration
UK ....... World manufacturer identification British Standard Institution October 2019
UK ....... Conformity of production compliance  Vehicle Certification Agency December 1, 2019

statement

South Africa. . Builder and Manufacturer National Road Traffic Act

Certificates

Not applicable

Noncompliance

During the Track Record Period, we did not make, or did not make sufficient, contributions
to the social insurance plan or housing provident fund for some of our employees pursuant to
applicable PRC laws and regulations. Rather, we had made contributions based on the standard
accepted by the relevant local authorities, instead of a standard based on the average salary of our
employees as prescribed by relevant PRC laws and regulations. As of the Latest Practicable Date,
we did not receive any written notice from social insurance plan or housing provident fund
authorities requiring us to make contributions within a prescribed time, to make supplemental
contributions, or which subjected us to any material administrative penalties.

Our failure to make, or to make sufficient, contributions for social insurance plan was mainly
due to (i) participation by the relevant employees in new rural cooperative medical schemes and
local rural social security systems offered in their place of residency and (ii) our local management
teams lacking experience and a full understanding of applicable requirements under relevant PRC
laws and regulations.

Our failure to make, or to make sufficient, contributions for housing provident fund was
mainly due to (i) some of our employees being migrant workers whose places of residency are
different from the place of work and (ii) our local management teams lacking experience and a full
understanding of applicable requirements under relevant PRC laws and regulations.
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Our PRC legal advisors are of the view that, as of the Latest Practicable Date, (i) the risk of
regulatory penalty that the relevant authorities may impose on us in relation to our failure to make
sufficient contributions to the social insurance plan or housing provident fund is remote and (ii) our
business, financial condition and results of operations would not be materially and adversely
affected as a result, based on the following:

. our Company, and 31 of our 51 subsidiaries in China, had obtained written confirmations
from the relevant PRC authorities confirming that there are no records of penalties
imposed on us and/or the relevant subsidiary was in compliance with relevant laws and
regulations for social insurance plan and/or housing provident fund contributions during
the Track Record Period;

. one of our 51 subsidiaries in China had obtained written confirmations from the relevant
authorities for housing provident fund, and our PRC legal advisors had interviewed the
relevant authority for social insurance plan on behalf of such subsidiary, confirming that
there were no records of penalties imposed on us for social insurance plan or housing
provident fund contributions and there were no records of the outstanding amount of
social insurance plan; and

. 13 of our relevant subsidiaries in China were newly established without employees or do
not have any business operations.

Our PRC legal advisors are also of the view that, with respect to the remaining seven of our
51 subsidiaries in China, in the event that we are required to pay the outstanding social insurance
contributions or housing provident fund within a prescribed time limit and an overdue fine of 0.05%
of the delayed payment per day from the date on which the payment for social insurance
contribution is payable, our business, financial condition and results of operations would not be
materially and adversely affected as a result because (i) the remaining seven subsidiaries had not
been subject to any material administrative penalties for social insurance plan or housing provident
fund contributions during the Track Record Period and up to the Latest Practicable Date, (ii) as of
the Latest Practicable Date, the remaining seven subsidiaries did not receive any notification from
the relevant PRC authorities requiring us to pay material shortfalls or penalties with respect to
insufficient contributions to social insurance plan or housing provident fund, and (iii) during the
Track Record Period, we had an approximately RMB2.6 million shortfall for social insurance plans
for six out of the seven subsidiaries which made insufficient contributions to the social insurance
plan and RMB1.2 million shortfall for housing provident fund for six out of the seven subsidiaries
which made insufficient contributions to the housing provident fund, both amounts accounting for
an immaterial amount of our total net assets as of December 31, 2018.
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Among our subsidiaries that did not have any business operations, three subsidiaries did not
open housing provident fund accounts. Relevant details of these three subsidiaries are set forth
below:

. Company status. As of December 31, 2018, one subsidiary had no employee and each of
the other two had only one employee;

| . Reasons for noncompliance. Such noncompliance was mainly because (i) the relevant
subsidiaries had no business operations and no or very few employees, and (ii) our
human resources personnel lacked experience and a full understanding of applicable
requirements under relevant PRC laws and regulations;

. Legal consequences. Our PRC legal advisors have advised us that, under the Regulations

on Management of Housing Provident Fund, we may be required to rectify the

| noncompliance within a prescribed time limit, failing which may lead to a fine of not
less than RMB 10,000 but not more than RMB50,000 on each subsidiary; and

. PRC legal advisors’ view. Our PRC legal advisors are of the view that the risk of such
penalties would not materially and adversely affect our business, financial condition and
results of operations because (i) none of the three subsidiaries had been subject to any
material administrative penalties for housing provident fund contributions during the
Track Record Period and up to the Latest Practicable Date, (ii) as of the Latest
Practicable Date, none of such subsidiaries had received any notification from the
relevant PRC authorities requiring us to open housing provident fund accounts within a
prescribed time limit, and (iii) in the event that we are subject to a penalty for the said

| noncompliance incident, the maximum potential penalty will be RMB150,000.

Accordingly, our Directors are of the view that there is no need to make provision for the
| foregoing noncompliance incidents.

We have enhanced our internal controls and taken the following rectification measures to
| prevent future occurrences of such noncompliance incidents:

. Training. We strengthened legal compliance training for our personnel, including by
engaging our PRC legal advisors to provide training for our personnel on relevant laws
and regulations;

. Policy. We formulated and distributed to our employees an internal control policy with
respect to social insurance plans and housing provident fund contribution in compliance
with relevant PRC laws and regulations, which we have started to implement;

. Review and record-keeping. We designated our human resources team and managerial
team to monitor the payment status and prepare regular reports of, budgets for, salary
and contribution amounts, which will be reviewed and enforced by our human recourses,
managerial and global finance management teams to ensure that we make these
payments in full and on time;
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. Increasing awareness of developments in the law. We will regularly keep abreast of the
latest developments in PRC laws and regulations in relation to social insurance and
housing provident funds, such as the newly issued Reform Plan of the State Tax and
Local Tax Collection Administration System ([ A S 88 1 M55 77 %) in July 2018
which came into effect on January 1, 2019.

Notwithstanding the above, our Directors believe that the foregoing incidents would not have
a material and adverse effect on our business and results of operations for the reasons described
above. As of the Latest Practicable Date, we have not had any disagreements with relevant social
insurance plan and housing provident fund authorities with respect to such contributions.

RISK MANAGEMENT AND INTERNAL CONTROL

We are exposed to various risks during our operations. See “Risk Factors” for more details.
We have implemented, and will continue to enhance, the following ongoing measures for the
purpose of setting up monitoring controls and reporting mechanisms to ensure effective risk
management, including risks relating to regulatory compliance of our business operations to prevent
any future property title defects, ensure timely renewal of necessary licenses and permits, and to
continuously enhance our corporate governance.

We have implemented various policies and procedures to ensure effective risk management at
each stage of our operations, including the production and sale of products, administration of daily
operations, financial reporting and recording, fund management, compliance with applicable laws
and regulations on environmental protection, production safety and product safety. Our Board
oversees and manages the overall risk in our operations. We will continue to conduct regular
internal training for our employees and management on applicable laws and regulations to ensure
awareness and compliance with the relevant laws and regulations.

We regularly monitor our sales performance and take active measures to manage our
production and inventory levels. Before entering into new markets, we typically conduct
comprehensive market research and make well-prepared budget plans. As an internal control
measure, we maintain a list of permits, licenses and approvals that are required in connection with
our business operations, and will update this list from time to time based on our communications
with local authorities and advice from our external advisors, as needed, and will continue to
regularly monitor the obtaining of permits, licenses and approvals against the list referred to above
and ensure that all relevant permits, licenses and approvals are obtained for our new facilities.

To manage our foreign currency exposure, we use forward foreign currency contracts to
manage the potential impact of fluctuations in foreign currency exchange rates on our business over
time. We enter into cross-currency swaps to mitigate floating interest rate and foreign currency
exchange rate exposure from long-term borrowings. As of December 31, 2016, 2017 and 2018, the
total notional principal amount of outstanding contracts was approximately RMB140.2 million,
RMB130.7 million and RMB284.3 million, respectively. Our management team is responsible for
supervising the hedging activities.
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Upon the [REDACTED] of our H Shares on the Stock Exchange, transactions between us and
our connected persons, which are entered into in the ordinary course of business, will constitute
continuing connected transactions under Chapter 14A of the Listing Rules.

OUR CONNECTED PERSONS
Upon [REDACTED], the following entities will become our connected persons:
CIMC

CIMC is our Controlling Shareholder and thus a connected person of our Company. As of the
Latest Practicable Date, CIMC Group is interested in approximately 63.33% of the total issued
share capital of our Company. Upon completion of the [REDACTED], CIMC will be interested in
approximately [REDACTED]% of the total issued share capital of our Company (assuming the
[REDACTED] is not exercised) or approximately [REDACTED]% of the total issued share capital
of our Company (assuming the [REDACTED] is exercised in full), and will continue to be our
Controlling Shareholder upon the [REDACTED]. See “Relationship with Controlling
Shareholders” for further details on our relationships with CIMC.

Accordingly, CIMC Group and associates of CIMC (“CIMC Connected Persons”, and, for the
avoidance of doubt, excludes our Group) are our connected persons by virtue of Rule 14A.07(4) of
the Listing Rules and for the purposes of connected transactions under Chapter 14A of the Listing
Rules.

OUR CONTINUING CONNECTED TRANSACTIONS

Proposed annual cap

Applicable for the year ending
Nature of transaction  Listing Rules = Waiver sought Historical amounts December 31,
(RMB’000) (RMB’000)
Exempt continuing connected transactions
1. Properties Leasing 14A.34, N/A N/A N/A
Framework 14A.52,
Agreement . . . . . 14A.53,
14A.76
2. Properties 14A.34, N/A N/A N/A
Management 14A.52,
Service 14A.53,
Framework 14A.76
Agreement . . . . .
3. Trademark 14A.34, N/A N/A N/A
Licensing 14A.52,
Agreement . . . . . 14A.53,
14A.76
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Nature of transaction

Applicable
Listing Rules

Waiver sought

Historical amounts

Proposed annual cap
for the year ending
December 31,

Non-exempt continuing connected transactions

4. Deposit Service
Framework

Agreement . . . .

5. Procurement
Framework

Agreement . . . .

6. Provision of
Products and
Services
Framework

Agreement . . . .

7. Financial
Guarantees
Framework

Agreement . . . .

14A.34,
14A.35,
14A.49,
14A.51 to
14A.59,
14A.71 to
14A.76

14A.34,
14A.35,
14A.49,
14A.51 to
14A.59,
14A.71 to
14A.76

14A.34,
14A.35,
14A.49,
14A.51 to
14A.59,
14A.71 to
14A.76

14A.34,
14A.35,
14A.49,
14A.51 to
14A.59,
14A.71 to
14A.76

Announcement
requirement

Announcement
requirement

Announcement
requirement

Announcement
requirement

(RMB’000)

Balance of deposit placed
by our Group with CIMC
Group:

As of December 31,

2016: 969,641

As of December 31,

2017: 1,690,420

As of December 31,

2018: 1,782,660

Interest income derived
from the cash deposits:
For the year ended
December 31, 2016: 4,121
For the year ended
December 31, 2017: 11,988
For the year ended
December 31, 2018: 11,208

For the year ended
December 31, 2016: 347,561
For the year ended
December 31, 2017: 358,665
For the year ended
December 31, 2018: 646,748

For the year ended
December 31, 2016: 154,183
For the year ended
December 31, 2017: 204,823
For the year ended
December 31, 2018: 251,254

Balance of financial
guarantees provided by
our Group to CIMC
Financial Group:

As of December 31, 2016:
39,666

As of December 31, 2017:
208,165

As of December 31, 2018:
389,773
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Maximum daily balance
of deposit placed by our
Group with CIMC Group:
2019: 700,000

2020: 700,000

Interest income received
from the cash deposits:
2019: 20,000

2020: 20,000

2019: 700,000
2020: 760,000
2021: 820,000

2019: 300,000
2020: 350,000
2021: 400,000

Maximum daily balance of
financial guarantees
provided by our Group to
CIMC Group:

2019: 700,000

2020: 760,000

2021: 820,000
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EXEMPT CONTINUING CONNECTED TRANSACTIONS

1. Properties Leasing Framework Agreement

Parties: CIMC (on behalf of CIMC Connected Persons) (the lessor); and
Our Group (the lessee).

We entered into a properties leasing framework agreement (the “Properties Leasing
Framework Agreement”) with CIMC (on behalf of CIMC Connected Persons) on January 15, 2019,
pursuant to which our Group will lease certain properties from CIMC Connected Persons.
Historically, we have been using such properties of CIMC Connected Persons as our offices and
staff dormitories. Upon the [REDACTED], we will continue to use certain properties of CIMC
Connected Persons on normal commercial terms or better to our Group and the rents payable to
CIMC Connected Persons will be determined after arms’ length negotiations with reference to
market rates of properties of comparable size and quality in the vicinity. We currently estimate that
the rents payable by our Group under the Properties Leasing Framework Agreement will not exceed
RMB7.0 million on an annual basis.

The initial term of the Properties Leasing Framework Agreement shall commence on the
[REDACTED] and be effective for three years, subject to renewal upon the mutual consent of both
parties.

The Properties Leasing Framework Agreement was entered into on normal commercial terms
and the applicable percentage ratios calculated for the purpose of Chapter 14A of the Listing Rules
are less than 0.1% on an annual basis. By virtue of Rule 14A.76 of the Listing Rules, the Properties
Leasing Framework Agreement and any transactions contemplated thereunder constitute de minimis
continuing connected transactions and would be exempt from annual reporting, annual review,
announcement and independent shareholders’ approval requirements under Chapter 14A of the
Listing Rules.

2. Properties Management Service Framework Agreement
Parties: CIMC (on behalf of CIMC Connected Persons) (as the service provider); and
Our Group (as the service recipient).

We entered into a properties management service framework agreement (the “Properties
Management Service Framework Agreement”) with CIMC (on behalf of CIMC Connected Persons)
on January 15, 2019, pursuant to which CIMC Connected Persons will provide properties
management services (including but not limited to daily maintenance and cleaning of properties,
management of access of individual and vehicles, and landscaping) to the properties used or rented
by our Group in return for properties management fees. The initial term of the Properties
Management Service Framework Agreement shall commence on the [REDACTED] and be
effective for three years, subject to renewal upon the mutual consent of both parties.
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The Properties Management Service Framework Agreement specifically provides that terms of
transactions contemplated thereunder are to be on terms no less favorable to our Group than those
for transactions entered into between our Group and Independent Third Parties. The properties
management service fee shall be determined with reference to the market prices of property
management service of comparable properties in the vicinity in which the relevant properties are
located, taking into consideration of: (i) the scope of management services; (ii) the scale and size
of the properties; and (iii) the personnel arrangement required for providing the relevant
management services. We currently estimate that the property management fees payable by our
Group to CIMC Connected Persons will not exceed RMB2.0 million on an annual basis.

The Properties Management Service Framework Agreement was entered into on normal
commercial terms and the applicable percentage ratios calculated for the purpose of Chapter 14A
of the Listing Rules are less than 0.1% on an annual basis. By virtue of Rule 14A.76 of the Listing
Rules, the Properties Management Service Framework Agreement and any transactions
contemplated thereunder constitute de minimis continuing connected transactions and would be
exempt from annual reporting, announcement and independent shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

3. Trademark Licensing Agreement
Parties: CIMC (the licensor); and
Our Group (the licensee).

We entered into a trademark licensing agreement on December 20, 2018 and subsequently a
supplemental agreement on January 31, 2019 to limit the duration of the trademark licensing
agreement to a fixed period of five years from December 20, 2018 (together, the “Trademark
Licensing Agreement”) with CIMC, pursuant to which CIMC agreed to grant our Group a
non-exclusive license for the use of certain trademarks registered in the name of CIMC (“Licensed
Trademarks”) and any trademarks to be registered in the name of CIMC within the specified scope
of licensing on a royalty-free basis. We will use the Licensed Trademarks and any trademarks to be
registered in the name of CIMC within the scope specified in the Trademark Licensing Agreement.
The term of the Trademark Licensing Agreement shall commence from December 20, 2018 and be
effective for five years. During the period, CIMC is entitled to terminate the licensing arrangement
with six months’ prior written notice. See “Appendix VII — Statutory and General Information — 2.
Further Information about our Business — B. Intellectual Property Rights — (b) Trademarks — (ii)
Trademarks licensed by CIMC Group” for details of the Licensed Trademarks and the scope of
licensing specified under the Trademark Licensing Agreement.

Our Directors and the Sole Sponsor are of the view that entering into the Trademark Licensing
Agreement with a duration of over three years is in line with the normal business practice for
agreements of this type, will promote the stability of operations and is beneficial to the
Shareholders as a whole.

The applicable percentage ratios calculated for the Trademark Licensing Agreement for the
purpose of Chapter 14A of the Listing Rules are less than 0.1% on an annual basis. By virtue of Rule
14A.76 of the Listing Rules, the Trademark Licensing Agreement and any transactions
contemplated thereunder constitute de minimis continuing connected transactions and would be
exempt from announcement, annual reporting and independent shareholders’ approval requirements
under Chapter 14A of the Listing Rules.
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NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS
4. Deposit Service Framework Agreement
Parties: CIMC (on behalf of CIMC Connected Persons); and

Our Group.

Reasons for the transaction: Since February 2010, our Group has deposited cash into its
bank accounts maintained with CIMC Financial Institution, a non-wholly owned subsidiary of
CIMC and a non-bank financial institution, and CIMC Financial Institution has provided deposit
services to our Group. In return, our Group receives interest income from CIMC Financial
Institution on such deposits. Such deposit taking service is within the ordinary and usual course of
business of CIMC Financial Institution and CIMC Financial Institution is restricted from providing
such deposit taking service to independent parties from the public in accordance with applicable
PRC laws. As of December 31, 2018, CIMC Financial Institution had a registered capital of
RMB920 million. We consider that it is in the best interests of our Group and the Shareholders of
our Group to enter into transactions with CIMC Connected Persons under a deposit service
framework agreement for the following reasons:

(a) the interest rates on the deposit services offered by CIMC Connected Persons will, on
a case-by-case basis, be no less favorable than those offered to our Group by
Independent Third Parties;

(b) CIMC Connected Persons have acquired extensive knowledge of our industry over the
years of providing deposit services to our Group and are therefore familiar with our
capital structure, business operations, funding needs and cash flow patterns, which
enables them to better anticipate our business needs;

(c) the arrangements under the deposit service framework agreement would allow our Group
to efficiently manage our funds, and would increase our bargaining power with regard
to the terms and interest rates of the deposit services.

We will ensure that our Group will only obtain deposit services from those CIMC Connected
Persons who hold the requisite license for providing such services in the PRC or elsewhere.

Principal terms: We entered into a deposit service framework agreement (the “Deposit
Service Framework Agreement”) with CIMC (on behalf of CIMC Connected Persons) on
January 15, 2019, pursuant to which CIMC Connected Persons will provide deposit services to our
Group. For the deposit services provided, we deposit cash into our bank accounts maintained with
CIMC Financial Institution, including cash generated from our daily business operations and
proceeds generated from our financing activities. In return, CIMC Financial Institution pays deposit
interests to us.

The initial term of the Deposit Service Framework Agreement shall commence on the

[REDACTED] and be effective for three years, subject to renewal upon the mutual consent of both
parties.
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Pricing policy: Interest rates for the deposits placed by our Group with CIMC Connected
Persons shall be determined with reference to: (i) the interest rates published by the PBOC for
deposits of a similar type for the same period; (ii) the interest rate for deposits of a similar type for
the same period placed by other subsidiaries of CIMC Group with CIMC Connected Persons; and
(ii1) the interest rate for deposits of a similar type for the same period offered by independent
commercial banks and/or other non-bank financial institutions to us.

The Deposit Service Framework Agreement specifically provides that terms of transactions
contemplated thereunder are to be on terms no less favorable to our Group than those entered into
between our Group, and independent commercial banks and/or other non-bank financial
institutions.

Historical amounts:

Historical amounts (RMB’000)

As of December 31,
for the year ended December 31,

2016 2017 2018
Balance of deposit placed by our Group with
CIMC Financial Institution . . . . ... ... ... ..... 969,641 1,690,420 1,782,660
Interest income derived from the cash deposit . . . ... .. 4,121 11,988 11,208

Annual caps: The maximum daily balance of deposit and the aggregate annual amount of
interest income in respect of the Deposit Service Framework Agreement for the two years ending
December 31, 2019 and 2020 shall not exceed the caps set out below:

Proposed annual cap for
the year ending December 31

(RMB’000)
2019 2020
Maximum daily balance of deposit placed by our Group with CIMC
Connected Persons . . . . . . . . . ... 700,000 700,000
Interest income derived from the cash deposit . . . .. ... ... ..... 20,000 20,000

Basis of caps: The above annual caps for maximum daily balance of deposit are determined
with reference to (i) historical balance of deposits placed by our Group with CIMC Financial
Institution; and (ii) our efforts to reduce our balance of deposits in order to further enhance our
financial independence from CIMC Group in the future.

In respect of the deposit services to be provided by CIMC Connected Persons to our Group,
the above proposed annual caps for the interest income to be received by us from CIMC Connected
Persons are determined based on the expected interest rates of approximately 2.86% of our
maximum outstanding deposit amount, which is generally in line with prevailing market rates.
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5. Procurement Framework Agreement
Parties: CIMC (on behalf of CIMC Connected Persons) (as the supplier); and
Our Group (as the purchaser).

Reasons for the transaction: We have been procuring raw materials, truck chassis,
containers, vehicle parts and components, logistics services, etc. from CIMC Connected Persons.
We will continue to procure such products and services from CIMC Connected Persons as CIMC
Connected Persons have been providing us with such products and services with standard and
quality commensurate with our requisite safety and quality standard. As such, we believe that CIMC
Connected Persons are familiar with our safety and quality standard and will be able to satisfy our
demand efficiently and reliably with minimal disruption to our Group’s operations and internal
procedures.

We believe that we have readily available access to identical or similar raw materials,
containers, truck chassis and vehicle parts and components and logistics services from Independent
Third Parties on similar terms in the PRC and elsewhere, but that such procurement from
Independent Third Parties would not be as efficient from a cost perspective or operation perspective
as our current procurement arrangements with CIMC Connected Persons.

Principal terms: We entered into a procurement of products and services framework
agreement on January 15, 2019 and will enter into a supplemental agreement before [REDACTED]
to adjust the annual caps to those as indicated in the paragraph “Annual caps” below (together, the
“Procurement Framework Agreement”) with CIMC (on behalf of CIMC Connected Persons),
pursuant to which CIMC Connected Persons will supply raw materials, containers, truck chassis and
vehicle parts and components and logistics services to our Group.

The initial term of the Procurement Framework Agreement shall commence on the
[REDACTED] and be effective for three years, subject to renewal upon the mutual consent of both
parties.

Pricing policy: In order to ensure that the terms of transactions in respect of the procurement
of products and general services by our Group from CIMC Connected Persons are fair and
reasonable and in line with market practices, and that the terms of transactions will be no less
favorable to our Group than the terms for transactions between our Group and Independent Third
Parties, our Group has adopted the following measures:

(a) to have regular contact with the suppliers of our Group (including CIMC Connected
Persons) to keep abreast of market developments and the price trend of products and
general services;

(b) to assess, review and compare the quotations or proposals (except for the procurement
of truck chassis, the suppliers of which are subject to the preference of the customers of
our Group) taking into account various factors including quality, payment, flexibility
and after-sales services to ensure that the proposed transactions will be consistent with
the general interests of our Group and our Shareholders as a whole.
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Raw materials, containers, truck chassis and vehicle parts and components

Raw materials, containers, truck chassis and vehicle parts and components will be priced with
reference to market prices of comparable products and services, and the costs that would incur in
procuring such products and services.

Logistics services

The fees of logistics services will be charged on the basis of the volume, size and weight of
the semi-trailers, truck bodies_or components and parts_to be shipped, custodial requirements, and
delivery and handling requirements. When determining the prices, the procurement department of
our Group will also make reference to market prices charged by logistics service providers to other
enterprises engaging in the same industry.

When our Group procures relevant products and services in its ordinary and usual course of
business, it selects suppliers and determines the relevant procurement terms through negotiations
based on the categories and scale of the procurement. Our Group implements various internal
approval and monitoring procedures, including obtaining guotations from other independent
suppliers of similar products and services and consider assessment criteria (including price, quality,
suitability, payment terms, and time required for the provision and delivery of the products and
services) before entering into any new procurement arrangement with CIMC, and reviewing such
quotes, together with the offer from CIMC.

Historical amounts:

Historical amounts (RMB’000)

Year ended December 31,

2016 2017 2018

Procurement amount . . . . . .. .. .. ... ... ..., 347,561 358,665 646,748

Annual caps: The maximum aggregate annual amounts in respect of the Procurement
Framework Agreement for the three years ending December 31, 2019, 2020 and 2021 shall not
exceed the caps set out below:

Proposed annual cap for the year ending December 31

(RMB’000)
2019 2020 2021
Procurement amount . . . . . .. .. .. ... ... ... ... 700,000 760,000 820,000
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Basis of caps: The above annual caps for procurement amount are determined with reference
to: (i) historical amounts of procurement from CIMC Connected Persons taking into account the
increase in the procurement amounts for the year ended December 31, 2018 when compared to that
for the year ended December 31, 2017; and (ii) the estimated sales volume of certain types of
trailers and truck bodies with steady growth by taking into account, among others, macroeconomic
conditions, market demand and industry standards, as well as the development strategies and
business expansion plan of our Group.

6. Provision of Products and Services Framework Agreement

Parties: CIMC (on behalf of CIMC Connected Persons) (as the purchaser); and

Our Group (as the supplier).

Reasons for the transaction: We have been providing CIMC Connected Persons

semi-trailers, truck bodies and components as well as container repairing and supply chain services
etc.. In the ordinary and usual course of our business, our Group provides various products and
general services to CIMC Connected Persons. Our Directors consider that the provision of products
and general services to CIMC Connected Persons would benefit our Group for the following
reasons:

(a) we and CIMC Connected Persons have established a long-term relationship and
understand the business plan, quality control and other special requirements of each
other;

(b) prices and terms for the products and services provided by us to CIMC Connected
Persons are no less favorable to us than those offered by us to Independent Third Parties.

Principal terms: We entered into a provision of products and services framework agreement
(the “Provision of Products and Services Framework Agreement”) on January 15, 2019 with CIMC
(on behalf of CIMC Connected Persons), pursuant to which CIMC Connected Persons will purchase
semi-trailers, truck bodies, components, container repairing and supply chain services from our
Group.

The initial term of the Provision of Products and Services Framework Agreement shall
commence on the [REDACTED] and be effective for three years, subject to renewal upon the

mutual consent of both parties.

Pricing policy: The Provision of Products and Services Framework Agreement specifically
provides that terms of transactions contemplated thereunder are to be on terms no less favorable to
our Group than those for transactions between our Group and Independent Third Parties under the
same conditions.
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Semi-trailers and truck bodies

In determining the prices of the semi-trailers, truck bodies and components, we will refer to
the average profit margin in the market and our underlying costs related to manufacturing and sale
of such products. As part of our internal approval and monitory procedures, we will gather
information on market prices and profit margin levels of trailer and truck body products in the
industry through industrial associations such as the China Association of Automobile Manufacturers
(" BIY< L 2E A ), and independent trailer and truck body manufacturers in the PRC and overseas,
and we will use such information as the basis to determine the price and make sure that the price
agreed with CIMC will be no less favorable to us compared to those offered to or quoted by
Independent Third Parties.

Other services fees

The service fees charged by us to CIMC Connected Persons for provision of container
repairing and supply chain services are determined on the basis of arm’s length negotiations
between the relevant parties. We will make reference to the applicable historical prices of relevant
services (including the prices charged of same services provided by our Group to Independent Third
Parties), the comparable market prices offered to or quoted by Independent Third Parties and the
principle of cost plus a reasonable margin, to ensure that the terms of providing services to CIMC
Connected Persons are fair and reasonable for our Group and the price agreed with CIMC will be
no less favorable to us compared to those offered to or quoted by Independent Third Parties.

Historical amounts:

Historical amounts (RMB’000)

Year ended December 31,

2016 2017 2018

Sales amount . . . ... ... ... ... .. 154,183 204,823 251,254

Annual caps: The maximum aggregate annual amounts in respect of the Provision of Products
and Services Framework Agreement for the three years ending December 31, 2019, 2020 and 2021
shall not exceed the caps set out below:

Proposed annual cap for the year ending December 31

(RMB’000)
2019 2020 2021
Sales amount . . . . ... ... 300,000 350,000 400,000
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Basis of caps: The above annual caps for sales amount are determined with reference to: (i)
historical amount of sales to CIMC Connected Persons taking into account the increase in the sales
amount for the year ended December 31, 2018 when compared to that for the year ended December
31, 2017; and (ii) estimated steady growth on future sales of certain types of semi-trailers and truck
bodies to be supplied to CIMC Connected Persons by taking into account, among others,
macroeconomic conditions, market demand and industry standards, as well as the development
strategies and business expansion plan of our Group.

7. Financial Guarantees Framework Agreement
Parties: CIMC (on behalf of CIMC Connected Persons); and
Our Group.

Reasons for the transaction: Certain customers of our Group may obtain financing from
commercial banks in the PRC or other non-bank financial institutions (including non-bank financial
institution(s) of CIMC Group (“CIMC Financial Group”)) for the purchase of products from our
Group. Following such financing arrangement, our Group has, based on our credit assessment of the
relevant customers, entered into financial guarantee contracts with the lenders which are the
commercial banks or other non-bank financial institutions in the PRC (including CIMC Financial
Group) to provide financial guarantees for the benefit of, and to facilitate financing to, such
customers.

The provision of financial guarantees to facilitate a customer’s purchase of products from our
Group is a service offered by us to our customers and is a common practice in the semi-trailer and
truck body industry.

Principal terms: We entered into a financial guarantees framework agreement on January 15,
2019 and will enter into a supplemental agreement before [REDACTED] to adjust the annual caps
to those as indicated in the paragraph “Annual caps” below (together, the “Financial Guarantees
Framework Agreement”) with CIMC (on behalf of CIMC Connected Persons), pursuant to which
our Group agrees to provide financial guarantees to CIMC Financial Group to facilitate the
financing to customers of our Group.

The initial term of the financial Guarantees Framework Agreement shall commence on the
[REDACTED] and be effective for three years, subject to renewal upon the mutual consent of both
parties.

Pricing policy: The financial guarantees provided by our Group to the CIMC Financial Group
are on normal commercial terms or better to our Group compared to those of the financial
guarantees provided by our Group to independent commercial banks in the PRC and/or other
non-bank financial institutions.
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Historical amounts:

Historical amounts (RMB’000)

As of December 31,

2016 2017 2018

Balance of financial guarantees provided by our Group to
CIMC Financial Group . . . .. ... ............ 39,666 208,165 389,773

Annual caps: The maximum daily balance in respect of the Financial Guarantees Framework
Agreement for the three years ending December 31, 2019, 2020 and 2021 shall not exceed the caps
set out below:

Proposed annual cap for the year ending December 31

(RMB’000)
2019 2020 2021
Maximum daily balance of financial guarantees provided
by our Group to CIMC Financial Group . . ... ... .. 700,000 760,000 820,000

Basis of caps: The above annual caps are determined with reference to: (i) historical balance
of financial guarantees provided by our Group to CIMC Financial Group taking into account the
increase in the balance of guarantees as of December 31, 2018 when compared to that as of
December 31, 2017; and (ii) the expected increase in demand for financing of customers taking into
account estimated increase in the demand for certain types of semi-trailers and truck bodies as well
as the development strategies and business expansion plan of our Group.

Listing Rules Implications

In respect of the continuing connected transactions as described above under (4) the Deposit
Service Framework Agreement; (5) the Procurement Framework Agreement; (6) the Provision of
Products and Services Framework Agreement; and (7) the Financial Guarantees Framework
Agreement, the highest applicable percentage ratios calculated for the purpose of Chapter 14A of
the Listing Rules for the three years ending December 31, 2021 are expected to be more than 0.1%
but less than 5% on an annual basis. Accordingly, the continuing connected transactions under (4)
the Deposit Service Framework Agreement; (5) the Procurement Framework Agreement; (6) the
Provision of Products and Services Framework Agreement; and (7) the Financial Guarantees
Framework Agreement are subject to the annual reporting requirement under Rules 14A.49 and
14A.71 of the Listing Rules, annual review requirement under 14A.55 of the Listing Rules and the
announcement requirement under Rule 14A.35 of the Listing Rules.
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INTERNAL CONTROL PROCEDURES
Internal control measures

In order to ensure that the terms under relevant framework agreements for the continuing
connected transactions are fair and reasonable, and no less favorable to us than terms available to
or from Independent Third Parties, and the connected transactions are carried out on normal
commercial terms, we have adopted the following internal control procedures.

We will adopt and implement a management system on connected transactions upon
[REDACTED]. Under such system, the Audit Committee will be responsible for the review on
compliance with relevant laws, regulations, our Group’s policies and the Listing Rules in respect
of the continuing connected transactions. In addition, the Audit Committee, the Board and various
internal departments of our Company (including but not limited to the finance department and legal
department) are jointly responsible for evaluating the terms under framework agreements for the
continuing connected transactions, in particular, the fairness of the pricing policies and annual caps
under each type of transactions.

The Audit Committee, the Board and various internal departments of our Company will also
regularly monitor the implementation and the transaction updates under the framework agreements.
In addition, the management of our Company also regularly reviews the pricing policies under the
framework agreements.

Our independent non-executive Directors and auditors will conduct annual review of the
continuing connected transactions under the framework agreements and provide annual
confirmation to ensure that, in accordance with the Listing Rules, the transactions are conducted in
accordance with the terms of the agreements, on normal commercial terms and in accordance with
the pricing policies.

When considering the rents, interest payment, service fees, and other fees provided by us to
the connected persons, our Group will continue to conduct regular research of prevailing market
conditions and practices and make reference to the pricing and terms for similar transactions
between our Group and Independent Third Parties, to ensure that the pricing and terms offered by
the connected persons, either from bidding procedures or mutual commercial negotiations (as the
case may be), are fair, reasonable and are no less favorable to us than those offered to us by
Independent Third Parties.

Independent financial system

We have established an independent financial department with independent financial staffs,
which is supervised by our financial director. We have adopted a sound and independent audit
system and a comprehensive financial management system. We do not share any bank account with
CIMC Group. We have independent tax registrations and have paid tax independently pursuant to
relevant applicable laws and regulations. See “Relationship with Controlling Shareholders —
Independence from our Controlling Shareholders” in this document for details of the independence
of our Group from CIMC Group.
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Risk management measures

We will monitor the annual caps proposed under each of the continuing connected transactions
as described above to ensure the applicable annual caps are not exceeded. In particular, relating to
the Deposit Service Framework Agreement, we have adopted the following procedures to control
the risk exposure relating to our deposit with CIMC Financial Institution:

(a) we will regularly check the balance of our deposits with CIMC Connected Persons
periodically to monitor our account and to ensure that the relevant transaction amount
will not exceed the annual caps under the Deposit Service Framework Agreement;

(b) if the balance is close to or exceeds the applicable maximum daily deposit balance, we
shall transfer the excess funds to our designated bank accounts with an independent
commercial bank or non-bank financial institution. We will also be notified immediately
once the daily balance exceeds the maximum daily balance limit;

(c) our treasury department will monitor our daily deposit with CIMC Finance Institution
and conduct periodic risk assessment on our deposits with CIMC Finance Institution;
and

(d) we shall closely monitor the financial position and operating conditions of CIMC
Connected Persons. If we consider that there are material adverse changes in the
financial position of CIMC Connected Persons, we will take appropriate measures,
including early withdrawal of deposit and suspension of further deposits, to protect our
financial position. We will, from time to time, at our sole discretion, request that the
deposits with CIMC Connected Persons be withdrawn or terminated early (either in full
or in part) to assess and ensure the liquidity and safety of our deposits.

CONFIRMATION BY DIRECTORS

Our Directors (including independent non-executive Directors) are of the view that the
non-exempt continuing connected transactions described in this section have been and will continue
to be carried out in the ordinary and usual course of business of our Group and on normal
commercial terms or better to our Group that are fair and reasonable and in the interests of our
Group and our Shareholders as a whole, and that the proposed annual caps for the non-exempt
continuing connected transactions described in this section are fair and reasonable and in the
interests of our Group and our Shareholders as a whole.

CONFIRMATION BY THE SOLE SPONSOR

The Sole Sponsor is of the view that (i) the non-exempt continuing connected transactions
described in this section have been and will be entered into in the ordinary and usual course of
business of our Group and on normal commercial terms or better that are fair and reasonable and
in the interests of our Shareholders as a whole; and (ii) the proposed annual caps for such
transactions are fair and reasonable and in the interests of our Shareholders as a whole.
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WAIVERS GRANTED BY THE STOCK EXCHANGE

We have applied to the Stock Exchange for, and the Stock Exchange has granted us, a waiver
pursuant to Rule 14A.105 of the Listing Rules from strict compliance with the announcement

requirement under Rule 14A.35 of the Listing Rules in respect of the transactions under the

Procurement Framework Agreement, the Provision of Products and Services Framework Agreement

and the Financial Guarantees Framework Agreement for the term ending December 31, 2021, and

in respect of the transaction under the Deposit Service Framework Agreement for a period from the
[REDACTED] up to the earlier of (a) one year after the [REDACTED] or (b) the first annual
general meeting of the Company after the [REDACTED], subject to the condition that the total
amount of transactions for each of the three years ending December 31, 2021 (and in respect of the

Deposit Service Framework Agreement, the total amount of transaction for the two years ending

December 31, 2020) shall not exceed the proposed caps as set out in this section.

The independent non-executive Directors and auditors of our Company will review whether
the transactions under the above continuing connected transactions have been entered into pursuant
to the principal terms and pricing policies under the relevant framework agreements as disclosed in
this section. The confirmation from our independent non-executive Directors and our auditors will
be disclosed annually according to the requirements of the Listing Rules.

The waiver granted by the Stock Exchange for the non-exempt continuing connected
transactions under Deposit Service Framework Agreement will be for a period from the
[REDACTED] up to the first annual general meeting of our Company after the [REDACTED],
which will be held in 2019. We will re-comply with the requirements under Chapter 14A of the
Listing Rules after the expiry of the waiver.
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OVERVIEW

Upon [REDACTED], our Board will consist of nine Directors, including one executive
Director, five non-executive Directors and three independent non-executive Directors. Our
Supervisory Committee consists of three Supervisors, including two shareholder representative
Supervisors and one employee representative Supervisor. All of our Directors, Supervisors and
senior management meet the qualification requirements under the relevant PRC laws and
regulations and the Listing Rules for their respective positions.

BOARD OF DIRECTORS

The following tables set forth information regarding our Directors:

Date of
appointment Date of joining Principal roles and
Name Age Position as Director our Group responsibilities
Mr. Mai Boliang 60 Chairman of the August 29, 1996  August 1996 Being in charge of
(BEAR) ... ... .. Board and the overall affairs of
non-executive our Board
Director
Mr. Li Guiping 54 Executive Director,  January 8, 2018  April 2003 Responsible for
EHEP L chief executive our Group’s
officer and strategies, and
president making major
decisions
Ms. Zeng Beihua 64 Non-executive May 23, 2014 March 2003 Participating in
€27 T Director the formulation of
business plans,
strategies and
major decisions of
our Group through
our Board
Mr. Wang Yu (EF). . . 47 Non-executive November 24, November 2014  Participating in
Director 2014 the formulation of
business plans,
strategies and
major decisions of
our Group through
our Board
Mr. Liu Dong 54 Non-executive December 7, December 2018 Participating in
BImy. .o Director 2018 the formulation of

business plans,
strategies and
major decisions of
our Group through
our Board
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Date of
appointment Date of joining Principal roles and
Name Age Position as Director our Group responsibilities
Mr. Chen Bo (BRU%). . . 55 Non-executive December 7, December 2018  Participating in
Director 2018 the formulation of
business plans,
strategies and
major decisions of
our Group through
our Board
Mr. Feng Jinhua 63 Independent June 26, 2019 December 2017  Providing independent
%%ﬁl ........ non-executive (Note) opinion and
Director judgment to the
Board
Mr. Fan Zhaoping 635 Independent June 26, 2019 December 2017  Providing independent
(?@%?—)A ........ non-executive (Note) opinion and
Director judgment to the
Board
Mr. Cheng Hok Kai 55 Independent June 26, 2019 June 26, 2019 Providing independent
Frederick (%%EK)‘ . non-executive opinion and
Director judgment to the
Board

Note: These individuals were appointed as non-executive Directors on December 10, 2017 and ceased to serve such

positions on October 10, 2018. They have been serving as independent non-executive Directors since June 26, 2019.

a = =7

Executive Director

Mr. Li Guiping (Z&¥) is our executive Director, chief executive officer and president of
our Company. Prior to joining our Group, Mr. Li held various positions in CIMC from 1987 to 2009,
including a director of various operation and production departments from June 1987 to October
1989, an assistant manager of airport equipment department from October 1989 to August 1991, and
a deputy manager and the deputy general manager of container operation department from February
1993 to April 2009.

Mr. Li joined our Group in April 2003 and has served in various management positions
including directorship of our certain subsidiaries, associates and/or portfolio companies. He served
as the deputy general manager of our Company from April 2003 to March 2010, the general
manager from March 2010 to January 2018 and the chief executive officer, the president and our
Director since January 2018. In addition to his positions within our Group, Mr. Li also currently
serves as a director of Longyuan Investment.

Mr. Li obtained a bachelor’s degree in engineering with a major in industrial management
engineering from the college of management of Shanghai Jiao Tong University (28 K &) in
the PRC in July 1986 and a master’s degree in science from Southern Connecticut State University
in the United States in May 1993. Mr. Li obtained the qualification of senior economist from the
Department of Human Resources of Guangdong Province (¥ # AZi#E) in January 2000. In
November 2014, Mr. Li completed the Berkeley Institute on Higher Education Program for
Executives from Chinese State Enterprises in the Center for Studies in Higher Education, University
of California, Berkeley, the United States.
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| Mr. Li has been serving as the chairman of the China Association of Automobile
Manufactures, Special Vehicle Branch (HEIJXH T¥W&HHH /7®) since 2012, an adjunct
professor of Jiangsu University (YLEFA) since October 2016, a visiting professor of Shenzhen
University ({£3IIK£%) since June 2017 and a director of Federation of Shenzhen Commerce (3|
TR 45€r) since July 2018.

Non-executive Directors

Mr. Mai Boliang (Z{AR) is the chairman of our Board and our non-executive Director. Prior
to joining our Group, Mr. Mai has been serving in various positions and directorship in CIMC and
its subsidiaries, associates and/or portfolio companies since 1982, including the president of CIMC
since March 1994 and the chief executive officer and an executive director of CIMC since August
2015.

In August 1996, Mr. Mai joined our Company as our Director and currently serves as the
chairman of our Board and our non-executive Director.

Mr. Mai obtained a bachelor’s degree in engineering from the department of mechanical
engineering of South China University of Technology (¥ T.K£) in the PRC in July 1982. He
is currently the chairman of China Container Industry Association (P EEFEFETER ).

Ms. Zeng Beihua (&3t #) is our non-executive Director. Ms. Zeng joined our Company in
| March 2003 and served as the deputy general manager of our Company until March 2010. Prior to
joining our Group, Ms. Zeng served consecutively as a director and a general manager of financial
management department of CIMC from April 1989 to March 2001. She later joined CIMC Capital
Ltd. (T 4ERIETHE AR/ F]) and served consecutively as the general manager and a director from
January 2007 to August 2012. From March 2010 to August 2012, she was also the general manager
and a director of CIMC Financial Institution. From 2010 to 2014, she was the general manager of
capital management department of CIMC.

In May 2014, Ms. Zeng was appointed as our Director. Ms. Zeng currently holds directorship
in CIMC’s certain subsidiaries, associates and/or portfolio companies. In addition, she also
currently serves as a director of Yuanshui Capital Investment (Shenzhen) Co., Ltd (/K &AL E
(BEINABRZA ], a director of Shanghai Shengxin Investment Management Co., Ltd. (8 B #E$%
HEEHABR/A ) and a director of Vanguard Trailer Rental.

Ms. Zeng obtained a diploma in industrial accounting from Wuhan University (EJ#EAKE) in
the PRC in July 1983 and a postgraduate diploma in accounting from Shanghai University of
Finance and Economics (I #8KE2) in the PRC in July 1997. She also obtained a diploma in
management program from China Europe International Business School (7[R B F .75 F%) in the
PRC in November 2002. In February 1993, Ms. Zeng obtained the qualification of accountant

| .awarded by China Merchants Shekou Industrial Zone (¥ 7 e 11 T2E%) and authorized by the
Ministry of Transport of the PRC.
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Mr. Wang Yu (E£F) is our non-executive Director. Mr. Wang joined our Group in November
2014 and has served as a non-executive Director of our Company since then. Prior to joining our
Group, Mr. Wang worked for International Data Group (China) as the legal counsel from January
2001 to December 2002. Since 2003, Mr. Wang served as the general manager of legal department
of CIMC. He is currently a director of certain subsidiaries, associates and/or portfolio companies
of CIMC, including a director of CIMC-TianDa Holdings (Shenzhen) Company Limited (4% K#
PRI A BRA F]), a non-executive director of CIMC Enric Holdings Limited (HF4E %5 FH2
AR/ 7], a company listed on the Stock Exchange (stock code: 03899)), a director and the general
manager of Shenzhen Qianhai CIMC Qigu Investment Co., Ltd. (YT H RS B & H RA A,
a director of Sinopacific Offshore & Engineering Co., Ltd. (7 #H H 8 K-F- VR TR A BR/A A]) and
a director of Shenzhen Sky Capital Co., Ltd. (I RAEHRE A BRAF]).

Mr. Wang obtained a bachelor’s degree in transportation management from Dalian Maritime
University (K##$H KE formerly known as Dalian Maritime College (KZMFHEELLE)) in the
PRC in July 1993 and a master’s degree in law from Dalian Maritime University (255 R E)
in the PRC in June 1996. Mr. Wang obtained lawyer’s qualification certificate from the Ministry of
Justice of the PRC in July 1996. Mr. Wang is currently an arbitrator in China International
Economic and Trade Arbitration Commission (2 B PR 48705 & 5 0% B ).

Mr. Liu Dong (2I3) is our non-executive Director. Prior to joining our Group, Mr. Liu served
as the consultant, a member of Young Professional Scheme, the economist, the investment officer,
the senior investment officer, the chief investment officer, and the manager of Beijing office of the
Bureau of East Asian and Pacific, International Finance Corporation (EF%4: /3 7]) consecutively
from September 1993 to September 2007. Mr. Liu served as the senior vice president of Government
of Singapore Investment Corporation (HT I BUMN & A R/ F]) from September 2007 to October
2014 and as a director of YUNDA Holding Co., Ltd. (& A3 A B2 F]) (a company listed on
the Shenzhen Stock Exchange (stock code: 002120)) from January 2017 to June 2017.

Mr. Liu has been serving as our non-executive Director since December 7, 2018. Mr. Liu also
serves as a director of Shanghai Jahwa United Co., Ltd. ( EIZALE & MA FRA ) (a company
listed on the Shanghai Stock Exchange (stock code: 600315)) and Autohome Inc. (a company listed
on the New York Stock Exchange (stock code: ATHM)), a director of Ping An Capital Co., Ltd. (*F-
LEAL RE(E/AF]), an executive director of Shanghai Jinyao Investment Management Co., Ltd.
(L& 2 B AR/ 7)), a director of Fullerton Healthcare Corporation Limited, a director of
Sino-Singapore Connectivity Private Equity Fund Management Co., Ltd. (487 Bl Bl & & 344
A BRZ A, a director of Shanghai Zhong Ping Guoyu Asset Management Co., Ltd. (i H~FE
HEEEMAMRAF) and a director of Shanghai Zhongwei Anjian Venture Capital Management
Co., Ltd. (i @a R EE M AR/AR). Mr. Liu has also been serving as the deputy
general manager of Ping An Trust Co., Ltd. CF-Z%(5 st AR EAE/A ) since November 2014.

Mr. Liu obtained a bachelor’s degree in naval architecture and ocean engineering in July 1986
and a master’s degree in ship structure mechanics in January 1989 from Shanghai Jiao Tong
University (¥#3¢% K &) in the PRC, and obtained a doctoral degree from the Wharton School of
the University of Pennsylvania (& 47 1% )¢ 58 KELIKH P E2BE) in the United States in August 1993.
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Mr. Chen Bo (BRJX) is our non-executive Director. Prior to joining our Group, Mr. Chen
served as an assistant general manager of Shenzhen Chiwan Freight Co., Ltd. (GEYIZRE & HE AR
ZyH]) from June 1992 to April 1994, the general manager of Shenzhen Chiwan Oriental Logistics
Co., Ltd. (I IRE R TP A FR/AF]) from September 2009 to August 2015 and an assistant
general manager of China Nanshan Development (Group) Incorporation (H[3 d L1 BH %% (4 H) B 17>
AHIRAH]) from April 2014 to April 2017.

Mr. Chen has been serving as our non-executive Director since December 7, 2018. In addition,
Mr. Chen has been serving as the chairman of Shenzhen Chiwan Oriental Logistics Co., Ltd. since
May 2015 and the deputy general manager of China Nanshan Development (Group) Incorporation
since April 2017. Mr. Chen currently also serves as a director of Shenzhen New Nanshan Holding
(Group) Co., Ltd. (EIIHra L (4L B e A BR/A ) (a company listed on the Shenzhen Stock
Exchange (stock code: 002314)), a director of Shenzhen Chiwan Oriental Supply Chain
Management Co., Ltd. (I 7R 55 (L E P45 24 FR 2 7)) and a director of Chongging Chiwan
Oriental Supply Chain Management Co., Ltd. (BT 7R i 5 (it iE Sl LA RN 7).

Mr. Chen obtained a bachelor’s degree in road transport management from Xi’an Highway
Institute (P44 BEEBE) (currently known as Chang’an University (% K%)) in the PRC in July
1984. Mr. Chen also has various professional affiliations, including the president of Shenzhen
Container Trailer Association (Y 5 J4 4 HUE R 175 €) from 2000 to 2006, the vice president
of Guangdong Road Transport Association (& % HMIHE) since 2008, and the chief
supervisor of Guangdong Inter-Provincial Transportation Service Association (& #7 3k P i il 15
7€) since 2016.

Independent non-executive Directors

Mr. Feng Jinhua (2£%) is our independent non-executive Director, Mr. Feng has

substantial working and management experience in the general transportation, shipping and
logistics industry and well recognized qualifications in the transportation industry. Prior to joining
our Group, Mr. Feng served consecutively as a deputy chief (FIEHR), a chief (FHR), a deputy
director (E|JE1%) and a director (JE 1<) of finance branch, the deputy chief accountant and the chief
accountant of, Qingdao Ocean Shipping Co., Ltd. (7 &% ¥ A 23 F]) from August 1980 to October
2001, the general manager of finance department of China Ocean Shipping (Group) Company ('
B8] 722 3 7 iy (42 ) 22 7)) from January 2006 to January 2012, the chief financial officer of China
COSCO Holdings Co., Ltd. ([ 7z ¥ e A FRZS 7]) from January 2012 to November 2013, an
executive director of COSCO Pacific Co., Ltd. (FE K VHARAF) from October 2010 to
October 2015, the deputy managing director of COSCO Pacific Co., Ltd. (&K FHFAH R H])
from October 2013 to October 2015 and the chief financial officer of COSCO (Hong Kong) Group
Co., Ltd. (F#E(F#)EE A FR/A ) from September 2015 to June 2016. Mr. Feng was appointed
as our non-executive Director on December 10, 2017 and resigned from such position on October

10, 2018, during the period of which Mr. Feng participated in the decision-making of our Company
in his capacity as a member of our Board, but he was not involved in the daily management and
operations of our Company and had no executive functions over our Company. He has been serving
as an independent non-executive Director since June 26, 2019.

Mr. Feng graduated from Qingdao Ocean Shipping Mariners College (75 & M B2 Bt) in
the PRC in July 1986 with a major in finance and accounting and obtained an EMBA degree from
the Business School of the University of International Business and Economics (¥/ME 7 & 5 K £2)
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in the PRC in December 2006. In September 2005, Mr. Feng obtained the qualification of senior
accountant awarded by China Road and Bridge Corporation (4 [ }% 4 (4£ [E) # /A 7]). In April 2006,
Mr. Feng was awarded the title of the excellent accountant in transportation industry by China
Communications Accounting Society ("'EZ & #EE), and was awarded the title of the
outstanding information application promoter by National Information Evaluation Center (% %{%
AL HIFEH L) in February 2007,

Mr. Fan Zhaoping (GBZF) is our independent non-executive Director, Mr. Fan has
substantial working and management experience in the road transportation and logistics industry.
Prior to joining our Company, Mr. Fan served as an assistant manager of finance department, a
manager, a supervisor, a director and the chairman of Shenzhen Chiwan Petroleum Supply Base Co.,
Ltd. (EINIRE A R A FRA ) consecutively from 1988 to 2016, a manager of finance
department, a manager of financial investment department, an assistant general manager and the
deputy general manager of China Nanshan Development (Group) Incorporation (4[5 111 BH %5 (4
B Iy A RS 7)) consecutively from 1991 to 2014, the vice chairman and the chairman of the
executive committee of Shenzhen Chiwan Sembawang Engineering Co. Ltd. (311755 5 2 HE ¥ 1
TAEA PR F]) from 2012 to 2018, and the external supervisor of Sinotrans Limited (5 BN I {7
A7), a company listed on the Stock Exchange (stock code: 148) and a leading integrated
logistics service provider in the PRC, since June 2018. Mr. Fan was appointed as our non-executive
Director on December 10, 2017 and resigned from such position on October 10, 2018, during the
period of which Mr. Fan participated in the decision-making of our Company in his capacity as a
member of our Board, but he was not involved in the daily management and operations of our
Company and had no executive functions over our Company. He has been serving as our
independent non-executive Director since June 26, 2019.

Mr. Fan obtained a bachelor’s degree in accounting from Central University of Finance and
Economics (R EFZEKEL) in the PRC in July 1982 and a master’s degree in financial accounting
from Research Institute of Financial Science of the MOF (JABUER AR5 T) in September
1986. In December 1987, Mr. Fan obtained the qualification of assistant researcher from the MOF,

Mr. Cheng Hok Kai Frederick (EBERRY) is an independent non-executive Director of our
Company. Prior to joining our Company, Mr. Cheng served as the audit assistant and senior
accountant of Price Waterhouse (currently known as PricewaterhouseCoopers) consecutively from
November 1985 to August 1988, primarily responsible for audit assignments for various companies;
the finance director of Asia Pacific and Japan of LSI Logic Hong Kong Limited from July 1997 to
August 2004, primarily responsible for finance and accounting function for the operation in Asia
Pacific and Japan; the finance director of Pacific Rim of Mentor Graphics Asia Pte Ltd. from August
2004 to April 2006, primarily responsible for the finance and accounting function of the operation
in the Pacific Rim; the finance director for Asia Pacific region of the Autodesk Asia Pte Ltd. from
April 2006 to June 2008, primarily responsible for finance and accounting function of the operation
in Asia Pacific; and the chief financial officer, company secretary, managing director of corporate
finance and investment and authorized representative of PuraPharm Corporation Limited (3% /¥
HFR/AF], a company listed on the Stock Exchange (stock code: 1498)) consecutively from April
2010 to January 2018. Mr. Cheng is currently an independent non-executive director, the chairman
of the audit committee and a member of the nomination and remuneration committee in Luzhou
Xinglu Water (Group) Co., Ltd. (M i B KBEB) B ABRA R, a company listed on the
Stock Exchange (stock code: 2281)), and an executive director in Sanai Health Industry Group
Company Limited (= EEEE EEMARAA], a company listed on the Stock Exchange (stock
code: 1889)).
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Mr. Cheng obtained his bachelor’s degree in finance and accounting from the University of
Salford in the UK in July 1985, and his master’s degree in accounting from the University of New
South Wales in Australia in May 1992. Mr. Cheng was admitted as a certified practicing accountant
of CPA Australia (formerly known as the Australian Society of Certified Practicing Accountants)
and an associate member of the Hong Kong Institute of Certified Public Accountants (formerly
known as the Hong Kong Society of Accountants) in February 1992 and April 1992, respectively.
Mr. Cheng became a fellow member of the Hong Kong Institute of Certified Public Accountants and
CPA Australia in March 2003 and January 2004, respectively. Mr. Cheng was admitted as an
associate member of the Institute of Chartered Secretaries and Administrators in April 1995 and a
member of the Governance Institute of Australia (formerly known as Chartered Secretaries
Australia) in December 1996. Mr. Cheng became a fellow member of both the Institute of Chartered
Secretaries and Administrators and the Governance Institute of Australia in June 2012 and
November 2013, respectively.

Save as disclosed above, (i) none of our Directors held any directorship in public companies,
the securities of which are listed on any securities market in Hong Kong or elsewhere in the last
three years immediately preceding the date of this document; (ii) none of our Directors have any
interest in any business which competes or is likely to compete, either directly or indirectly, with
our Group’s business; (iii) none of our Directors have any family relationship with any other

Directors or senior management of the Company; and (iv) to the best knowledge, information and

belief of our Directors having made all reasonable enquiries, there was no other matter with respect
to the appointment of our Directors that need to be brought to the attention of our Shareholders and
there was no information relating to our Directors that is required to be disclosed pursuant to Rule
13.51(2)(h) to (v) of the Listing Rules.

BOARD OF SUPERVISORS

The following table sets forth certain information of our Supervisors:

Date of
appointment as  Date of joining Principal roles and
Name Age Position Supervisor our Group responsibilities
Mr. Liu Hongqing 55 Supervisor October 28, April 2003 Supervising
(Bl oL 2014 the operating
and financial
activities of our
Group
Mr. Liu Zhenhuan 63 Supervisor August 15, 2011 August 2011 Supervising
(BIRRR) ... ... .. the operating
and financial
activities of our
Group
Mr. Li Xiaofu 34 Supervisor December 7, October 2013 Supervising
CEBER) . ... 2018 the operating

and financial
activities of our
Group
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Mr. Liu Hongqing (2134 8) is an employee representative Supervisor of our Company. Prior
to joining our Company, Mr. Liu served as a designer of Jiangsu Tongyun (Group) Jiangyang
Automobile Factory (VL% 7 % 4 B VL5 X HK) from July 1986 to November 1991, a director of
engineering department and the chief engineer of Yangzhou Tonghua Special Vehicles Co., Ltd. (5
N %88 72 B B0y FR 2 7)) from December 1991 to March 2003 and the chief engineer and deputy
general manager of CIMC Yangzhou from April 2003 to April 2010.

Mr. Liu joined our Group in April 2003 and served as our Supervisor since then. Meanwhile,
he has also been serving as the general manager of CIMC Yangzhou since May 2010 and the
chairman of LAG Trailers since June 2016.

Mr. Liu obtained a bachelor’s degree in automotive design and manufacturing from Jiangsu
University (7L# KX %£) in the PRC in July 1986 and obtained a postgraduate certificate in automotive
design and manufacturing from Jiangsu University (JL#FK%) in the PRC in August 1999. In
November 2013, Mr. Liu obtained the qualification of senior engineer at researcher level from_the
Department of Human Resources and Social Security of Jiangsu Province (YLEF & A J1 & IR FI4t €
{RF%HE). He was awarded the title of the Outstanding Entrepreneurs of the Machinery Industry in
Jiangsu Province (the Third Session) (5 —JmVLik & MM TEE %K) by Jiangsu Provincial
Association of Machinery Industry (VL& & HMATH W E) in May 2018.

Mr. Liu also holds various professional positions, including a director of the China
Association for Standardization, Automobile Branch (4 EIMEHEAL &< H /7€) since October
2014, a standing director of China Association of Automobile Manufacturers (H[B{<HL T. 3 7€)
since April 2017, an executive director of the Society of Automotive Engineers of Jiang Su (VL.ff
BRI TFEEZ4) for a term commencing from October 2017 and ending in October 2022 and an
adjunct master tutor of Yangzhou University (#5 K%) since May 2012.

Mr. Liu Zhenhuan (2|7Z38) is a shareholder representative Supervisor of our Company. Prior
to joining our Group, Mr. Liu served as a director and the deputy general manager of China
Merchants Hainan Development Co., Ltd. (37 )51 i %5 R 422 7)) from December 1994 to August
1995, a director of China Merchants International Travel Company (H[24H i B B ik 52 288 7]
from August 1995 to December 1997, the chief accountant of China Ocean Shipping Agency (also
known as Penavico) (B4 gL/ F]) from January 1998 to December 2000, the deputy
general manager of COSCO Group Investment Co., Ltd. (F#EEBBLEHFRAF) from January
2001 to November 2002 and the financial general manager of China COSCO Shipping (West Asia)
Co., Ltd. (HF# P455/8 7)) from December 2002 to November 2006.

Mr. Liu joined CIMC in February 2007 and served as an assistant to the general manager of
the financial management department, the vice general manager and general manager of the audit
and supervision department of CIMC until December 2017. He is currently the secretary of the
disciplinary and inspection commission of CIMC and a member of the executive committee of
CIMC.

Mr. Liu has been our Supervisor since August 2011, and was appointed as the chairman of the
Supervisory Committee of our Company on October 10, 2018.
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Mr. Liu obtained a bachelor’s degree in shipping transportation financial accounting from
Shanghai Maritime University ( I #785 KE) (formerly known as Shanghai Maritime College (I
VI AEERBE)) in the PRC in July 1987.

Mr. Liu obtained the qualification of senior auditor from the Ministry of Transport of the PRC
(P EENRILAE 2 EB) in November 1994, the qualification of senior accountant from the
Ministry of Transport of the PRC (1 ARILFNE A ES) in October 1998, and obtained the
qualification of CRMA (J5] [ 5E ffft J&U g 2 #4252 ) from American Institute of Internal Auditors (3
B A AR R ATEE Er) in June 2012.

Mr. Liu also holds various professional positions, including a visiting professor of accounting
of Shanghai Maritime University since September 1999, a member of the Internal Control Standards
Committee of the MOF (JAELHRA#EMEHEZ: B ) since November 2014, a deputy director of
Transportation Branch of China Institute of Internal Audit (7B AF &5 h & 2C# 0 &) and a vice
president of Guangdong Enterprise Institute for Internal Controls (J& ¥ & 2EAFHE T 7€) and
the chairman of its experts committee since December 2013. Mr. Liu was also awarded the title of
outstanding internal control manager of listed companies in China (H B _E 728 G H N AL ) by
China Internal Control Research Center (98 AI#B#EHIifF 5T H.0>) in December 2013.

Mr. Li Xiaofu (Z#H) is a shareholder representative Supervisor of our Company. Prior to
joining our Group, Mr. Li served as an engineer of electrical control branch of high-tech department

of GAC R&D Center (J& N 77 HL4E B0 A PR 7758 TREWFIT Be (1R 55 B)).

Mr. Li joined our Group in October 2013 and served as a senior research and development
engineer at our research and development center up to March 2015, Mr. Li subsequently served as
a senior research and development engineer and project leader of our Light Tower project from
March 2015 to September 2017, primarily responsible for “Light Tower” plant planning, application
research on auto-manufacturing technology in semi-trailer manufacturing, leading the team,
coordinating several cross-departmental and cross-enterprise upgrading projects of “Manufacturing
Light-towerlization” in our Group. Mr. Li subsequently served as an office director of our
technology office from September 2017 to July 2018, primarily responsible for assisting the chief
technology officer in managing the chief technology office and structuring three-core working
system, relevant designing and manufacturing for various product platforms, incubating and
managing digital projects. Mr. Li has made outstanding contributions to our Group over the years
and has been serving as the chief technology officer of our Group since July 2018, primarily
responsible for the overall technology of our Group.

Mr. Li obtained a bachelor’s degree in engineering with a major in ground weapon motor
engineering (HbIAIE#5#H) TH2) from Beijing Institute of Technology (L5t ¥ T.K£E) in the PRC
in July 2006. He also obtained a doctor’s degree in engineering with a major in vehicle engineering
(i TF2) from South China University of Technology (¥rg# T.K#£) in the PRC in December
2012.
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SENIOR MANAGEMENT

The following table sets forth certain information of our senior management:

Date of
appointment
as senior Date of joining Principal roles and
Name Age Position management our Group responsibilities
Mr. Li Guiping 54 Executive Director,  April 21, 2003 April 2003 Responsible for
(FET) ..o chief executive developing our
officer and Group’s operation
president strategies, and
making major
operation decisions
Mr. Sun Chunan 49 Executive October 8, 2010  April 2002 Responsible for overall
(BEL) .. ... ... vice president and business development
chief operation of China market
officer (Inland)
Mr. Ye Jianfeng 45 Executive, July 1, 2010 November 2004  Responsible for overall
EERIg) L vice president and business development
chief operation of overseas market
officer (Overseas)
Mr. Ji Haifeng 50 Executive_ February 15, February 2019 Responsible for our
(Rl ... vice president and 2019 Group’s overall
chief financial financial
officer management
Ms. Li Zhimin 49 Vice president and October 30, April 2005 Assisting in managing
EER ..o Board secretary 2008 the daily operation of
our Group, presiding
over daily
management of
our Shareholders’
meeting and the
Board
Mr. Luo Peng 41 Financial director August 3, 2012 July 2004 Responsible for
(BEMBY. . ... our Group’s financial

planning

Mr. Li Guiping (Z&¥) is an executive Director, chief executive officer and president of our

Company. See “—Board of Directors” in this section for the biographical details of Mr. Li.

Mr. Sun Chunan (2F &) is an executive yice president and the chief operation officer of our
Company responsible for our PRC market. Mr. Sun served as the director of Guangzhou office of
Yangzhou Tonghua Special Vehicles Co., Ltd. (¥4 %8 %= BB A BR /A7) from 1996 to 2001
and then the deputy manager of sales department of southern China of our Company from 2002 to

2004. He subsequently served as the deputy general manager of CIMC Shenzhen from 2005 to 2010.
Since October 2010, Mr. Sun has served as the general manager of the sales center for southeast
China area.
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Mr. Sun obtained a bachelor’s degree in bioengineering from Jiangnan University (YLFgK%5%)
(formerly named Wuxi Institute of Light Industry) (&858 T.2622B¢) in the PRC in June 1991. Mr.
Sun obtained the qualification of assistant engineer (HJ¥ T #2Fifi) in November 1992 from Yangzhou
Sanhe Pickles Co., Ltd. In June 2010, Mr. Sun completed a voyage program organized by CIMC.

Mr. Ye Jianfeng (¥ %/1£) is an executive vice president and the chief operation officer of our

Company responsible for our overseas markets. Prior to joining our Group, Mr. Ye served as the
quality control supervisor of CIMC South Container Manufacturing Co., Ltd. (Fd /7 H SE£E$&57 1
#HAHR/AT]) from June to November 2004.

He joined our Group in November 2004 and since then consecutively served as the assistant
manager of sales management department, the manager of new business development department,
the assistant to general manager of our Company and the director of global business development.

Mr. Ye graduated from Shenzhen University (R3JII)K22) in the PRC, majoring in English, in
June 1993 and obtained a master’s degree in business administration from the University of Ballarat

in Australia in August 2004.

Mr. Ji Haifeng (Z2/F1#) is the executive vice president and chief financial officer of our

Company. Prior to joining our Group, he worked in Motorola, Inc. (a company listed on the New
York Stock Exchange (stock code: MSI)) since February 1998; and in HP Inc. (formerly known as
Hewlett-Packard Company, a company listed on the New York Stock Exchange (stock code: HPQ))
from January 2007 to October 2015. Mr. Ji then joined the international business department of
Midea Group Co., Ltd. (R {3 AFR/A 7], a company listed on the Shenzhen Stock Exchange
(stock code: 000333)) and served as the financial budget director from October 2015 to July 2017.
From July 2017 to June 2018, he served as the chief financial officer at Toshiba Lifestyle Products
and Services Corporation. Mr. Ji re-joined Midea Group Co., Ltd. afterwards and worked as the
finance director at the international business department from June 2018 to February 2019. From
April 2017 to September 2017, he served as a non-executive director of MISR Refrigeration and Air
Conditioning Mfg. Co. S.A.E (which was listed on the Egyptian Stock Exchange (stock code:
MRCO.CA) and delisted in July 2018).

Since February 2019, Mr. Ji has been serving as the executive yice president and chief
financial officer of the Company.

Mr. Ji obtained a bachelor’s degree in radio engineering from the University of Science and
Technology of China (1 EIRFHEF T K EL) in July 1990. He obtained a master’s degree in computer
engineering from the University of Missouri in December 1997 and a master’s degree in business
administration from the Graduate School of Business of the University of Chicago in December
2003. Mr. Ji was accredited as a Chartered Financial Analyst by the CFA Institute in September
2006.

Ms. Li Zhimin (ZFE#) is the yice president of our Company and the secretary of the Board.
Ms. Li worked with Tianqin Accounting Firm (K& #HHlSE% 1) from July 2000 to November
2001; and as the manager of audit department of Tianjian Xinde Accounting Firm (K{8(5 8 &5t
Rl 55 T) from October 2001 to April 2005.
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Since April 2005, Ms. Li joined our Group and held various positions such as the finance
manager, the head of finance department of our Company, the assistant to general manager of our
Company and the deputy general manager.

Ms. Li graduated from school of management science and engineering from Wuhan University
of Technology (V% T.25K%£) in the PRC with a major in industrial management engineering in
June 1991. Ms. Li obtained the qualification of accountant from the MOF in May 1997 and the
qualification of certified public accountant from Hubei Institute of Certified Public Accountants on
September 5, 1997.

Mr. Luo Peng (B&ME) is the financial director of our Company. From July 2004 to August
2006, Mr. Luo served as the accounting manager of our Company. From August 2006 to April 2009,
he served as the financial manager of Zhangjiagang CIMC Sanctum Cryogenic Equipment Co., Ltd.

(R Z v A B PR e A PR 7)),

In May 2009, Mr. Luo re-joined our Group and served as the deputy manager of financial
management department, the manager of accounting department and the financial director of our
Company.

Mr. Luo graduated from Xi’an Jiaotong University (P5%3C# K 2) in the PRC with a major
in accounting in July 1999 and obtained a master’s degree in management in June 2004 from the
same university. Mr. Luo obtained the qualification of certified tax agent from the China Certified
Tax Agents Association in June 2002 and the qualification of certified public accountant from the
Chinese Institute of Certified Public Accountants in April 2003.

Save as disclosed above, to the best of the knowledge, information and belief of our Directors
having made all reasonable enquiries, there was no other matter with respect to the appointment of
our Supervisors that need to be brought to the attention of our Shareholders and there was no
information relating to our Supervisors that is required to be disclosed pursuant to Rule 13.51(2)(a)
to (v) of the Listing Rules.

KINSHIP

There is no family or blood relationship among any of our Directors, Supervisors and senior
management of our Company.

JOINT COMPANY SECRETARIES

Ms. Li Zhimin (ZEE#) is the secretary of our Board and was appointed as the joint company
secretary of our Company on November 30, 2018 with her appointment taking effect on the
[REDACTED]. See “—Senior Management” above for the biographical details of Ms. Li.

Ms. Ko Mei Ying (%) is the joint company secretary of our Company and was appointed
on November 30, 2018 with her appointment taking effect on the [REDACTED]. Ms. Ko is a
manager of SWCS Corporate Services Group (Hong Kong) Limited with more than 10 years of
experience in accounting, auditing and corporate secretarial services.
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Ms. Ko obtained a bachelor’s degree of commerce in accounting from Macquarie University,
Australia and a master’s degree in professional accounting and corporate governance from City
University of Hong Kong. Ms. Ko is an associate of The Hong Kong Institute of Chartered
Secretaries and The Institute of Chartered Secretaries and Administrators, and a Certified Practicing
Accountant of CPA Australia.

BOARD COMMITTEES

Our Company has established four Board Committees in accordance with the relevant PRC
laws and regulations, the Articles and the code of corporate governance practices under the Listing
Rules, namely the Audit Committee, the Remuneration Committee, the Nomination Committee and
the Strategy and Investment Committee.

Audit Committee

The Audit Committee consists of three members, namely, Mr. Cheng Hok Kai Frederick, Mr.
Feng Jinhua and Mr. Fan Zhaoping. Mr. Cheng Hok Kai Frederick is the chairman of the Audit
Committee. The primary responsibilities of the Audit Committee are to review and supervise our
financial reporting process, including:

(a) to make recommendations to our Board on the appointment, reappointment and removal
of the external auditor, to consider and approve the remuneration and terms of
engagement of the external auditor, and any questions of its resignation or dismissal;

(b) to review and monitor the external auditor’s independence and objectivity and the
effectiveness of the audit process in accordance with applicable standards. The Audit
Committee shall discuss with the external auditors the nature and scope of the audit and

reporting obligations before the audit commences;

(c) to develop and implement policy on engaging an external auditor to provide non-audit
services;

(d) to monitor internal audit system of our Company and ensure the implementation of such
systems;

(e) to facilitate communications between the internal audit department and external
auditors;

(f) to review the financial information and relevant disclosures of our Company; and

(g) to monitor our Company in respect of financial reporting system, risk management and
internal control system.
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Remuneration Committee

The Remuneration Committee of our Company consists of three Directors, namely, Mr. Fan

Zhaoping, Ms. Zeng Beihua and Mr. Feng Jinhua. Mr. Fan Zhaoping is the chairman of the

Remuneration Committee. The primary responsibilities of the Remuneration Committee include:

(@)

(b)

(©

(d)

©)

()

(2)

(h)

to make recommendations to our Board on our Company’s remuneration policy and
structure for all Directors, Supervisors and senior management, and on the establishment
of a formal and transparent procedure for developing the remuneration policy;

to review and approve the remuneration proposals of senior management with reference
to our Board’s corporate goals and objectives;

to make recommendations to our Board on the remuneration packages of our executive
Director and senior management or to determine, with delegated responsibility, the
remuneration packages of our executive Director and senior management. The
remuneration packages shall include benefits in kind, pension rights and compensation
payments (including compensation for loss or termination of their office or
appointment);

to make recommendations to our Board on the remuneration of our non-executive
Directors;

to consider salaries paid by comparable companies, time commitment and
responsibilities and employment conditions elsewhere in our Group;

to review and approve the compensation payable to our executive Director and senior
management for their loss or termination of office or appointment to ensure that such
compensation is consistent with the contractual terms and is otherwise fair and not
excessive;

to review and approve the compensation arrangements relating to dismissal or removal
of our Directors for misconduct to ensure that such compensation is consistent with the

contractual terms and is otherwise fair and not excessive; and

to ensure that no Director or any of his/her associates is involved in deciding his/her own
remuneration.

-225-



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Nomination Committee

The Nomination Committee consists of three members, namely, Mr. Mai Boliang, Mr. Feng

Jinhua and Mr. Fan Zhaoping. Mr. Mai Boliang is the chairman of the Nomination Committee. The

primary responsibilities of the Nomination Committee include:

(@)

(b)

(c)

(d)

to review the structure, size and composition of our Board (including the skills,
knowledge and experience) at least annually and make recommendations on any
proposed changes to our Board to complement our Company’s corporate strategy;

to identify individuals suitably qualified to become board members and make
recommendations to our Board on the selection of individuals nominated for
directorships;

to assess the independence of our independent non-executive Directors; and
to make recommendations to our Board on the appointment or re-appointment of our

Directors and succession planning for Directors (in particular the chairman and the chief
executive officer).

Strategy and Investment Committee

The Strategy and Investment Committee consists of four members, namely, Mr. Liu Dong, Mr.

Wang Yu, Ms. Zeng Beihua and Mr. Fan Zhaoping. Mr. Liu Dong is the chairman of the Strategy

and Investment Committee. The primary responsibilities of the Strategy and Investment Committee

include:

(@)

(b)

(c)

(d)

(e)

@

to conduct research and make recommendations for the long-term strategic development
plans of our Company;

to conduct research and make recommendations for major investment plans which are
subject to the approval of our Board;

to conduct research and make recommendations for major capital operation and asset
operation projects which are subject to the approval of our Board;

to review the annual investment plan of our Company;,

to conduct research and make recommendations for major investment programs which

are subject to the approval of our Board; and

other duties as conferred by our Board.

REMUNERATION OF DIRECTORS AND SUPERVISORS

During the Track Record Period, all our Directors, Supervisors and senior management of our

Company received their emoluments from our Company.
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For each of the years ended December 31, 2016 and 2017 and 2018, the aggregate
remuneration (including fees, salaries, discretionary bonus, pension schemes contribution and other
benefits) paid to the Directors and the Supervisors were approximately RMB6.1 million, RMBS.6
million and RMB11.0 million, respectively.

For each of the years ended December 31, 2016 and 2017 and 2018, the aggregate amount of
fees, salaries, allowances, discretionary bonus, benefit schemes contributions and other benefits in
kind (if applicable) received by the five highest-paid individuals of our Group (who are neither our
Directors nor Supervisors) were approximately RMB16,474,000, RMB20,863,000 and
RMB18,342,000 respectively.

During the Track Record Period, there was no remuneration paid or payable by us to our
Directors, Supervisors or the five highest-paid individuals as an inducement to join or upon joining
our Company. During the Track Record Period, there was no compensation paid or payable by us
to our Directors, former Directors, Supervisors, former Supervisors or the five highest-paid
individuals for the loss of any office in connection with the management of the affairs of any
subsidiary of our Company.

During the Track Record Period, none of our Directors or Supervisors has waived or agreed
to waive any remuneration or benefits in kind for the past three years. Save as disclosed above, there
was no other payment paid or payable by our Company or any of our subsidiaries to our Directors,
Supervisors or the five highest-paid individuals during the Track Record Period.

Under the remuneration policy of our Company, the Remuneration Committee will consider
various factors such as salaries paid by comparable companies, tenure, commitment, responsibilities
and performance of our Directors, Supervisors and the senior management (as the case may be), in
assessing the amount of remuneration payable to our Directors, Supervisors and such employees.
It is estimated that under the arrangements currently in force, total remuneration (including fees,
salaries, pension schemes contribution and other benefits, excluding any discretionary bonus) in an
amount of approximately RMB2.6 million will be payable by our Company to our Directors and
Supervisors for the year ended December 31, 2019.

MANAGEMENT PRESENCE

According to Rules 8.12 and 19A.15 of the Listing Rules, we must have sufficient
management presence in Hong Kong. This normally means that at least two of our executive
Directors must be ordinarily resident in Hong Kong.

Since the principal business operations of our Group are primarily conducted in the PRC (and
in any case, outside of Hong Kong), members of our senior management are, and are expected to
continue to be, based in the PRC. Further, as Mr. Li Guiping, our executive Director, has a vital role
in our Group’s operations, it is crucial for him to remain in close proximity to our Group’s central
management located in the PRC. Our Company does not and, for the foreseeable future, will not
have a sufficient management presence in Hong Kong.
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We have applied to the Stock Exchange for, and the Stock Exchange has granted, a waiver
from compliance with Rules 8.12 and 19A.15 of the Listing Rules. For further details, see *“ Waivers
from Compliance with the Listing Rules—Waiver in Respect of Management Presence in Hong
Kong” in this document.

COMPLIANCE WITH THE CORPORATE GOVERNANCE CODE

We are committed to achieving high standards of corporate governance which are crucial to
our development and safeguarding the interests of our Shareholders. To accomplish this, we intend
to comply with the corporate governance requirements under the Corporate Governance Code and
Corporate Governance Report as set out in Appendix 14 to the Listing Rules after the
[REDACTED].

COMPLIANCE ADVISOR

We have appointed Haitong International Capital Limited as our Compliance Advisor pursuant
to Rules 3A.19 and 19A.05 of the Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, we
must consult with and, if necessary, seek advice from our Compliance Advisor on a timely basis in
the following circumstances:

(i) before the publication of any regulatory announcement, circular or financial report;

(ii) where a transaction, which might be a notifiable or connected transaction, is
contemplated including but not limited to share issues or share repurchases;

(iii)) where our Company intends to use the proceeds from the [REDACTED] in a manner
different from that detailed in this document, or where the business activities,
developments or results of operations of our Group deviate from any forecast, estimate
or other data in this document; and

(iv) where the Stock Exchange makes an inquiry of our Company regarding unusual
movements in the price or trading volume of our H Shares or any other matters under
Rule 13.10 of the Listing Rules.

Pursuant to Rule 19A.06 of the Listing Rules, our Compliance Advisor will, in a timely
manner, inform us of any amendments or supplements to the Listing Rules that are announced by
the Stock Exchange. Our Compliance Advisor will also inform us of any amendment or supplement
to applicable laws and guidelines. The term of the appointment of our Compliance Advisor shall
commence on the [REDACTED] and end on the date when we distribute our annual report in
respect of our financial results for the first full financial year commencing after the [REDACTED],
and such appointment may be subject to extension by mutual agreement.
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OVERVIEW

As of the Latest Practicable Date, CIMC was interested in approximately 63.33% of our total
share capital and was therefore our Controlling Shareholder. CIMC Hong Kong, a wholly owned
subsidiary of CIMC and through which CIMC holds our H Shares, is also deemed to be our
Controlling Shareholder. Immediately following the completion of the [REDACTED], CIMC and
CIMC Hong Kong, collectively, will be interested in approximately [REDACTED]% of our total
share capital (assuming the [REDACTED] is not exercised) or approximately [REDACTED]% of
our total share capital (assuming the [REDACTED] is exercised in full).

CIMC is a leading equipment and solution provider in the logistics and energy industries in
the PRC. CIMC has been listed on the Shenzhen Stock Exchange since 1994 and the Main Board
of the Stock Exchange since 2012. CIMC Enric Holdings Limited ("8 % HiFHER A FR/AR]) and
CIMC-TianDa Holdings Company Limited ("' RZEERAFR/A ), both being subsidiaries of
CIMC, are also listed on the Main Board of the Stock Exchange.

DELINEATION OF OUR BUSINESS
Principal business of CIMC Group

CIMC Group is principally engaged in the following businesses:

Principal Business Summary

Container manufacturing . .. CIMC Group’s container manufacturing business mainly involves
standard dry containers, refrigerated containers and special
refrigerated containers. CIMC Group has the capacity to produce
a full series of container products with independent intellectual
property rights.

Energy, chemical and liquid ~ CIMC Group is principally engaged in the design, development,
food equipment . . . . ... .. manufacturing, engineering and sale of various transportation,
storage and processing equipment widely used in three sectors,
namely energy, chemical and liquid food equipment, as well as

provision of relevant technical and maintenance services.

Offshore engineering . . . . .. The principal business of the offshore engineering business of
CIMC Group includes the design and construction of semi-
submersible drilling platforms, semi-submersible accommodation
platforms, jack-up drilling platforms, jack-up accommodation
platforms, gas compression jack-up units, liftboats, floating
production storage vessels, crane vessels, pipe-laying vessels,
offshore support vessels, ocean tugs, mid-to-high-end yachts and
other vessels with its products covering a majority of offshore
engineering products.
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Principal Business Summary

Logistics services . . ....... The logistics service business of CIMC Group comprises
primarily of five major business directions, namely container
service, marine transport service and project logistics, multimodal
transport, equipment logistics and contract logistics.

Heavy truck business . . . . .. CIMC Group operates the heavy truck business through its
subsidiary C&C Trucks Co., Ltd. (%EHi&HE TAHRAF]) (the
“Heavy Truck Business”). See “ —Delineation of our business
from the Heavy Truck Business” in this section for further details.

Airport facilities equipment The airport facilities equipment business of CIMC Group
business . ............. principally includes boarding bridge and peripheral business,
ground support equipment business, fire and rescue vehicle
business, automated logistics systems and smart parking business

(the “Airport Facilities Equipment Business”).

Industrial city development The main operations of CIMC Group’s industrial city
business . ............. development business include the development of complexes in
industrial cities, development and operation of industrial parks

and traditional real estate development.

Financial business . . . . .. .. CIMC Group’s financial business is devoted to establishing a
financial service system which matches CIMC Group’s strategic
role as a global leading manufacturer, to enhance the efficiency
and effectiveness of CIMC Group’s internal capital utilization,
and to provide various financial measures for CIMC Group’s
strategy extension, business model innovation, industrial structure
optimization and overall competitiveness enhancement.

There is a clear delineation between our businesses and those of CIMC Group in terms of
business focus and operational model. Our Directors (including our independent non-executive
Directors) do not believe that any direct or indirect competition is or is likely to be material in
nature.

Delineation of our business from the Airport Facilities Equipment Business
On the basis that the nature of business of our Group and the products offered by us are
distinct from those of the Airport Facilities Equipment Business of CIMC Group and, in particular,

we do not, and will not, manufacture fire and rescue vehicles, our business is clearly delineated
from the Airport Facilities Equipment Business of CIMC Group.
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Delineation of our business from the Heavy Truck Business
Business focus and key products

We primarily manufacture and sell semi-trailers. A typical semi-trailer produced by us is
mainly used to transport goods and materials, which is an unpowered trailer without a front axle and
towed by a powered vehicle, known as a tractor unit. In addition, we manufacture truck bodies for
specialty vehicles and typically sell such products by installing a truck body onto a truck chassis
to form a specialty vehicle. We have not, and will not, manufacture tractor units or truck chassis.

The Heavy Truck Business of CIMC Group, on the other hand, primarily manufactures tractor
units, truck chassis and related components and parts (primarily engines). It is not engaged in the
manufacture and sale of semi-trailers and truck bodies for specialty vehicles.

Generally, the manufacturing of semi-trailers/truck bodies is separate from that of tractor
units/truck chassis, and semi-trailers/truck bodies and tractor units/truck chassis are manufactured
by semi-trailers/truck bodies manufacturers (such as our Group) and truck manufacturers (such as
the Heavy Truck Business of CIMC Group), respectively. Nevertheless, after the truck bodies and
truck chassis are produced by our Group or the Heavy Truck Business of CIMC Group, if
specifically requested by the customers, we may purchase truck chassis, and the Heavy Truck
Business of CIMC Group may purchase truck bodies, to form fully-assembled specialty vehicles
and sell such fully-assembled specialty vehicles to the customers of our Group and the Heavy Truck
Business of CIMC Group, respectively.

There is no customer solicitation or referral arrangement between our Group and the Heavy
Truck Business of CIMC Group. Typically, end users of the Heavy Truck Business of CIMC Group
are free to choose the truck bodies while our end users are also free to choose the truck chassis, and
our Group and the Heavy Truck Business of CIMC Group may serve as each other’s suppliers or
customers.

During the Track Record Period, our Group and the Heavy Truck Business of CIMC Group
did not overlap over the sales of fully-assembled specialty vehicles except for mixer trucks and
dump trucks. For dump trucks, we only manufacture dump beds for dump trucks, and the Heavy
Truck Business of CIMC Group only manufactures truck chassis for dump trucks. For mixer trucks,
we only manufacture mixers for mixer trucks, and the Heavy Truck Business of CIMC Group only
manufactures truck chassis for mixer trucks. For illustration purpose only and based on the relevant
unaudited management accounts, during the three years ended December 31, 2018: (i) our Group
generated approximately RMB976.0 million, RMB2,138.9 million and RMB3,581.4 million from
selling fully-assembled mixer trucks, representing approximately 6.7%, 11.0% and 14.8% of our
revenue for the relevant years, and generated RMB75.5 million, RMB26.3 million and RMB6.7
million from selling fully-assembled dump trucks, representing approximately 0.5%, 0.1% and
0.03% of our revenue for the relevant years; and (ii) the Heavy Truck Business of CIMC Group
generated RMB38.8 million, RMB78.0 million and RMB114.7 million from selling fully-assembled
mixer trucks, representing approximately 2.3%, 3.2% and 5.1% of the revenue of the Heavy Truck
Business for the relevant years, and generated RMB167.8 million, RMB522.1 million and
RMB428.9 million from selling fully-assembled dump trucks, representing approximately 9.9%,
21.2% and 19.0% of the revenue of the Heavy Truck Business for the relevant years.
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As such, our Directors are of the view that our business is clearly delineated from the Heavy
Truck Business of CIMC Group.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Having considered the following factors, our Directors are satisfied that we are capable of
carrying on our business independently from CIMC Group after the [REDACTED].

Management Independence

The Board is comprised of one executive Director and eight non-executive Directors
(including our independent non-executive Directors). We believe that our Directors, Supervisors
and senior management can independently perform their duties in our Company and we can operate
independently from CIMC Group for the following reasons:

. There will not be any overlapping executive Director on our Board and the board of
director of CIMC, and in particular, our executive Director, being Mr. Li Guiping, does
not and will not hold any executive or management position with CIMC after the
[REDACTED];

. Mr. Mai Boliang and Mr. Wang Yu, the Directors of our Company who hold management
positions with CIMC, are non-executive Directors of our Company, who do not, and will
not after the [REDACTED], participate in the daily management of our Company;

. None of the independent non-executive Directors to be appointed by our Company will
hold any position in CIMC Group;

. Save as disclosed above, as of the Latest Practicable Date, none of the senior
management of our Company has any ongoing executive position with CIMC; and

. The decision-making mechanism of our Board as specified in the Articles of Association
has set out relevant provisions to avoid conflicts of interest, including but not limited to:
(i) if the relevant proposal gives rise to any conflict of interest between us and CIMC,
the Director(s) associated with CIMC should abstain from voting and should not be
included in the quorum of the meeting of our Board, and the remaining Directors have
sufficient relevant knowledge and experience to make decisions for us; and (ii) when
connected transaction(s) between us and CIMC Group or its associates are under
consideration, our independent non-executive Directors shall give their independent
opinions to our Board and/or our Shareholders on such connected transaction(s) pursuant
to the Listing Rules.

On the basis of the above, our Directors are of the view that our management is independent
from CIMC Group.
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Operational Independence

Although CIMC will retain a controlling interest in our Company upon [REDACTED], we
believe that we can operate our business independently from CIMC Group due to the following
reasons:

. Our Group has been operating independently from CIMC Group and will continue to
operate independently from CIMC Group. We have a sufficient level of operations,
assets, facilities and employees to support our own [REDACTED] status and to operate
and function independently from CIMC Group;

. Our Company has its own organizational structure with self-governing departments,
each with specific areas of responsibility. We have adopted a set of corporate governance
measures and internal control procedures to facilitate the effective operation of our
business;

. We maintain an independent financial system and has established our own finance
department with a separate team of finance and accounting staff. In addition, we have
our own internal accounting procedures and prepare our own financial budget
independently; and

. Our Company has its own accounting department, global finance department, financing
and cash management department, human resources and administration department,
sales department, internal control department and technology department (including
research and development function), which are under the leadership and supervision of
our own senior management team. The senior management of our Company reports to
our Board and makes decisions and forms business plan and strategies in sales,
marketing, finance, technology, manufacturing, research and development and human
resources management independently from CIMC Group.

We have entered into a number of continuing connected transactions with CIMC Group. Our
Directors are of the view that the continuing connected transactions will not cause any business
dependance or reliance issue between our Group and CIMC Group on the basis that the relevant
transactions are carried out in the usual and ordinary course of business and do not have any
material significance to our Group. See “Connected Transactions” for further details of, and the
reasons for entering into, these continuing connected transactions.

Accordingly, our Directors believe that our Group and CIMC Group operate independently
from each other.
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Financial Independence

We believe that our Group will be financially independent from CIMC Group after the
[REDACTED)] for the following reasons:

. We have established our own accounting department, global finance department and
financing and cash department with separate teams of finance and accounting staff, and
are responsible for our financial management, accounting, reporting, funding and
internal control functions independently from CIMC Group;

. We can make financial decisions independently, and CIMC Group does not interfere with
our use of funds. We have also established an independent audit system, a standardized
accounting system and a comprehensive financial management system;

. Our Group will have offers from independent financial institutions to provide financing
facilities on a standalone basis without guarantee or other financial assistance from

13

CIMC Group, if necessary or desirable. See “—Outstanding Related Loans” in this

section for further details; and

. Our Group has a track record of obtaining funds on a standalone basis without credit

113

support or guarantee from CIMC Group. See “—Outstanding Related Loans” in this

section for further details.
Outstanding Related Loans

As of December 31, 2018, our Group had borrowings of approximately RMB2,291.2 million,
out of which approximately RMB900.1 million was obtained from CIMC Group (the “Outstanding
Related Loans”), accounting for approximately 39.3% of the total loans and notes of our Group. Our
Group will repay in full the Outstanding Related Loans before the [REDACTED].

Cash deposits

Furthermore, as of December 31, 2018, our Group had cash deposits with the non-bank
financial institution within CIMC Group amounting to approximately RMB1.8 billion, and intends
to continue to deposit with CIMC Group upon and after completion of the [REDACTED]. Such
deposit arrangements will constitute continuing connected transactions of our Group. Such deposit
arrangements do not affect the financial independence of our Group from CIMC Group, as deposits
placed with CIMC Group do not amount to financial assistance provided by CIMC Group to our
Group and have no material significance to our financial capability as a whole. See “ Connected
Transactions—Non-exempt Continuing Connected Transactions—4. Deposit Service Framework
Agreement” for further details of the deposit arrangements.
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Financial guarantees

During our ordinary course of business, our Group may, based on our credit assessment of the
relevant customers, provide financial guarantees to the lenders (being the PRC commercial banks
or other non-bank financial institutions (including the CIMC Financial Group)) for the benefit of,
and to facilitate the financing to, such customers. The financial guarantees provided by our Group
to the CIMC Financial Group, are on normal commercial terms and is a service offered by us to our
customers to facilitate their purchase of products from our Group. The nature of the financial
guarantees means that the customers (and not CIMC Group) are the primary beneficiaries of such
arrangement as it would facilitate the obtaining of financing by such customers. Further, the
provision of financial guarantees is not unique to our Group and is a common practice in the
industry. In view of the nature of the financial guarantees as set out above, our Directors believe
that these are not arrangements that should create any concerns on the financial dependance of our
Group on CIMC Group. See “Connected Transactions—Non-exempt Continuing Connected
Transactions—7. Financial Guarantees Framework Agreement” for further details of the financial
guarantees.

Save as disclosed above, there are currently no other loans or other forms of financial
assistance provided by CIMC Group to our Group.

DIRECTORS’ INTEREST IN COMPETING BUSINESS

Save as disclosed in this section or “Directors, Supervisors and Senior Management”, none of
our Directors is interested in any business apart from our Group’s business which competes or is
likely to compete, either directly or indirectly, with our Group’s business under Rule 8.10(2) of the
Listing Rules.

CONFIRMATION
Our Directors consider that we are capable of carrying on our business independent from

CIMC Group and their close associates after the [REDACTED] without unduly relying upon them,
taking into consideration the factors stated above.
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OUR SHARE CAPITAL

As of the Latest Practicable Date, the registered share capital of our Company was
RMB1,500,000,000, consisting of 1,201,080,000 Domestic Shares with a nominal value of
RMB1.00 each and 298,920,000 Unlisted Foreign Shares with a nominal value of RMB1.00 each.

Assuming the [REDACTED] is not exercised, the share capital of our Company immediately
following the [REDACTED] will be as follows:

Percentage of
the total number

Numbers of Shares Description of Shares of Shares
1,201,080,000, Domestic Shares [REDACTED]%
298,920,000 H Shares to be converted from Unlisted Foreign Shares held by CIMC [REDACTED]%
Hong Kong and Sumitomo Corporation‘"
[REDACTED] H Shares to be issued under the [REDACTED] [REDACTED]%
[REDACTED] 100.00%

Note:

(1) A total of 298,920,000 H Shares will be converted at [REDACTED] from 284,985,000 Unlisted Foreign Shares held
by CIMC Hong Kong and 13,935,000 Unlisted Foreign Shares held by Sumitomo Corporation as of the Latest
Practicable Date.

Assuming the [REDACTED] is exercised in full, the share capital of our Company
immediately following the [REDACTED] will be as follows:

Percentage of
the total number

Numbers of Shares Description of Shares of Shares
1,201,080,000, Domestic Shares [REDACTED]%
298,920,000 H Shares to be converted from Unlisted Foreign Shares held by CIMC [REDACTED]%
Hong Kong and Sumitomo Corporation"
[REDACTED] H Shares to be issued under the [REDACTED] [REDACTED]%
[REDACTED] 100.00%

Note:

(1) A total of 298,920,000 H Shares will be at [REDACTED] converted from 284,985,000 Unlisted Foreign Shares held
by CIMC Hong Kong and 13,935,000 Unlisted Foreign Shares held by Sumitomo Corporation as of the Latest
Practicable Date.

ASSUMPTIONS

The above tables assume that the [REDACTED] becomes unconditional but does not take into
account any Shares which may be issued or repurchased by us under the general mandate granted
to our Directors as referred to below.
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CONVERSION OF OUR DOMESTIC SHARES AND UNLISTED FOREIGN SHARES INTO
H SHARES

Conversion of our Domestic Shares

We currently have two classes of ordinary Shares, Domestic Shares and Unlisted Foreign
Shares. Our Domestic Shares and Unlisted Foreign Shares are unlisted Shares which are currently
not listed or traded on any stock exchange. Upon completion of the [REDACTED], all unlisted
Shares will comprise the Domestic Shares held by CIMC, Shanghai Taifu, Shenzhen Longyuan,
Taizhou Taifu, Nanshan Dacheng and Xiangshan Huajin and, therefore, the scope of our unlisted
Shares will be the same as the scope of our Domestic Shares, and we will have two classes of

Shares, Domestic Shares and H Shares. The term ‘“unlisted Shares” is used to describe whether

certain Shares are listed on a stock exchange and is not unique to PRC laws.

According to stipulations made by the State Council’s securities regulatory authority and the
Articles of Association, our Domestic Shares may be converted into H Shares, and such converted
H Shares may be listed or traded on an overseas stock exchange, provided that prior to the
conversion and trading of such converted Shares, the requisite internal approval processes (but
without the necessity of shareholders’ approval by class) have been duly completed and the
approvals from the relevant PRC regulatory authorities, including the CSRC, have been obtained.
In addition, such conversion, trading and listing shall in all respects comply with the regulations
prescribed by the State Council’s securities regulatory authorities and the regulations, requirements
and procedures prescribed by the relevant overseas stock exchange.

If any of our Domestic Shares are to be converted and to be traded as H Shares on the Stock
Exchange, such conversion will be subject to the approval of the relevant PRC regulatory
authorities including the CSRC. Approval of the Stock Exchange is required for the listing of such
converted Shares on the Stock Exchange. Based on the methodology and procedures for the
conversion of our Domestic Shares into H Shares as described in this section, we can apply for the
listing of all or any portion of our Domestic Shares on the Stock Exchange as H Shares in advance
of any proposed conversion to ensure that the conversion process can be completed promptly upon
notice to the Stock Exchange and delivery of shares for entry on our H Share register. As any
subsequent listing of additional Shares after our initial [REDACTED] on the Stock Exchange is
ordinarily considered by the Stock Exchange to be a purely administrative matter, it does not require
such prior application for listing at the time of our initial [REDACTED] in Hong Kong.

No shareholder voting by class is required for the listing and trading of the converted Shares
on an overseas stock exchange. Any application for listing of the converted Shares on the Stock
Exchange after our initial listing is subject to prior notification by way of announcement to inform
our Shareholders and the public of any proposed conversion.

As confirmed by our PRC legal advisors, the Articles of Association are consistent with the
relevant PRC laws and regulations on the conversion of our Domestic Shares.
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Mechanism and Procedures for Conversion

After all the requisite approvals have been obtained, the following procedures will need to be
completed in order to effect the conversion: the relevant Domestic Shares will be withdrawn from
our Domestic Shares register and we will re-register such Shares on our H Share register maintained
in Hong Kong and instruct our H Share Registrar to issue H Share certificates. Registration on our
H Share register will be conditioned on (i) our H Share Registrar lodging with the Stock Exchange
a letter confirming the proper entry of the relevant H Shares on our H Share register and the due
dispatch of H Share certificates; and (ii) the admission of our H Shares to trade on the Stock
Exchange complying with the Listing Rules and the General Rules of CCASS and the CCASS
Operational Procedures in force from time to time. Until our Shares are re-registered on our H Share
register, such Shares would not be listed as H Shares.

Save as disclosed in Share Capital — Conversion of Unlisted Foreign Shares, so far as our
Directors are aware, none of our promoters currently proposes to convert any of the Domestic
Shares held by it into H Shares.

Conversion of Unlisted Foreign Shares

Upon completion of the [REDACTED] and pursuant to the approval of the CSRC dated
March 12, 2019, 284,985,000 Unlisted Foreign Shares held by CIMC Hong Kong and 13,935,000
Unlisted Foreign Shares held by Sumitomo Corporation (being all of our Unlisted Foreign Shares)
will be converted to H Shares on a one-for-one basis and be listed for trading on the Stock
Exchange.

RANKING

Our Domestic Shares and H Shares are both ordinary Shares in the share capital of our
Company. Our H Shares may only be subscribed for and traded in Hong Kong dollars. Our Domestic
Shares, on the other hand, may only be subscribed for and traded in RMB. Apart from certain
qualified domestic institutional investors in the PRC, through Shanghai-Hong Kong Stock Connect,
or through Shenzhen-Hong Kong Stock Connect or other persons who are entitled to hold our H
Shares pursuant to relevant PRC laws and regulations or upon approvals of any competent
authorities, our H Shares generally cannot be subscribed for by or traded between legal or natural
persons of the PRC. Our Domestic Shares, on the other hand, can be purchased or transferred
between legal or natural persons of the PRC, qualified foreign institutional investors and qualified
foreign strategic investors.

We shall pay all dividends in respect of our H Shares in Hong Kong dollars and all dividends
in respect of our Domestic Shares in RMB. See “Appendix VI-Summary of Principal Legal and
Regulatory Provisions” and “Appendix V-Summary of Articles of Association” for details of the
circumstances under which general meetings and class meetings of our Company are required.
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Our H Shares and Domestic Shares will rank equally with each other in all respects and, in
particular, will rank equally for all dividends or distributions declared, paid or made after the date
of this document, except as described in this document, and in relation to the dispatch of notices
and financial reports to our Shareholders, dispute resolution, registration of Shares in different parts
of our register of Shareholders, the method of share transfer and the appointment of dividend
receiving agents, which are all provided for in the Articles of Association and summarized in
Appendix V to this document.

However, the transfer of our Domestic Shares is subject to such restrictions as PRC law may
impose from time to time. Save for the [REDACTED], we do not propose to carry out any public
or private issue or to place securities simultaneously with the [REDACTED] or within the next six
months from the [REDACTED]. We have not approved any share issue plan other than the
[REDACTED].

The [REDACTED] will rank pari passu in all respects with all Shares currently in issue or
to be issued as mentioned in this document and will qualify and rank equally for all dividends or
other distributions declared, made or paid on our Shares on a [REDACTED] which falls after the
date of this document.

LOCK-UP PERIODS

In accordance with Article 141 of the PRC Company Law, the shares issued prior to any
offering of shares by a company cannot be transferred within one year from the date on which such
publicly offered shares are listed and traded on the relevant stock exchange. As such, the Shares
issued by our Company prior to the issue of our H Shares will be subject to such statutory restriction
on transfer within a period of one year from the [REDACTED].

Our Directors, Supervisors and members of senior management shall declare their
shareholdings in our Company and any changes in their shareholdings. Shares transferred by our
Directors, Supervisors and members of the senior management each year during their term of office
shall not exceed 25% of their total respective shareholdings in our Company. The Shares that the
aforementioned persons held in our Company cannot be transferred within one year from the date
on which the Shares are listed and traded, nor within half a year after they leave their positions in
our Company. The Articles of Association may contain other restrictions on the transfer of our
Shares held by our Directors, Supervisors and members of senior management.

In addition, (i) each of our existing Shareholders has undertaken to us not to transfer our
Shares it holds at the time of [REDACTED] within one year from the [REDACTED]; and (ii) the
Controlling Shareholders has also given a lock-up undertaking to us, the Sole Sponsor and the
[REDACTED]. See “[REDACTED] - [REDACTED] Arrangements and Expenses -

[REDACTED] — Undertakings Provided to the [REDACTED] — Undertakings by the Controlling
Shareholders” for further details.
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CIRCUMSTANCES UNDER WHICH GENERAL MEETINGS ARE REQUIRED

Pursuant to the PRC Company Law and the terms of the Articles of Association, our Company
may from time to time by special resolution of our Shareholders (i) increase its capital; (ii)
consolidate our shares; (iii) divide its shares into several classes; (iv) subdivide our shares; and (v)
cancel any shares which have not been taken up. In addition, our Company may, subject to the
provisions of the PRC Company Law, reduce its share capital or capital redemption reserve by our
Shareholders passing a special resolution. See “Appendix V-Summary of Articles of Association”
for further details.

GENERAL MANDATE TO ISSUE SHARES

Subject to the [REDACTED] becoming unconditional, our Directors have been granted a
general mandate to separately or concurrently allot, issue and deal with additional Domestic Shares
and H Shares (including securities convertible into Domestic Shares and/or H Shares, including to
decide on the class and number of Domestic Shares and H Shares to be issued; the pricing
mechanism and/or the issue price (or the range of issue price); the opening and closing date and
time of such issue; and/or to make any proposals, enter into any agreements or grant any share
options or conversion rights which may involve the exercise of the power aforementioned, provided
that, the number of Domestic Shares or H Shares issued and allotted or agreed conditionally or
unconditionally to be issued and allotted (whether or not by way of the exercise of share options,
conversion rights or by any other means) shall not exceed 20% of Domestic Shares in issue and H
Shares in issue (as the case may be) as of the [REDACTED].

This general mandate to issue Shares will expire at the earliest of:
(i)  the conclusion of the next annual general meeting of the Company; or
(ii) the expiration of the 12-month period following the [REDACTED]; or

(iii) the date on which the mandate is revoked or varied by a special resolution of our
Shareholders in a general meeting.

Furthermore, we need to obtain approvals from the CSRC and other relevant regulatory
authorities for the additional issue of our H Shares and Domestic Shares.

See “Statutory and General Information — 1. Further Information about our Company — C.
Resolutions of the Shareholders of our Company dated October 26, 2018 in Appendix VII to this
document for further details of this general mandate to allot, issue and deal with Shares.

SHAREHOLDERS’ GENERAL MEETINGS AND CLASS MEETINGS

For details of circumstances under which our Shareholders’ general meeting and
Shareholders’ class meeting are required, see “Notice of Meetings and Business to be Conducted
Thereat” and ‘“Variation of Rights of Existing Shares or Classes of Shares” in “Appendix V —
Summary of Articles of Association”.
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SUBSTANTIAL SHAREHOLDERS

So far as our Directors are aware, immediately following the completion of the
[REDACTED], the following persons are expected to have an interest and/or short positions in the
Shares or underlying Shares of our Company which would fall to be disclosed to us pursuant to the
provisions of Divisions 2 and 3 of Part XV of the SFO, and, who are, directly or indirectly,
interested in 10% or more of the nominal value of any class of our share capital carrying rights to
vote in all circumstances at general meetings of our Company:

Immediately following the
completion of the [REDACTED]
As of the Latest Practicable Date (assuming the [REDACTED)] is not exercised)

Approximate
Approximate Approximate percentage of
Class of Shares percentage in percentage of  shareholding in
to be held the total issued shareholding in  the total issued
Name of Substantial Nature of after the Number of Share capital of ~ Number of the relevant  Share capital of
Shareholder Interest [REDACTED] Shares our Company Shares class of Shares  our Company
CIMC . .. ... .. Beneficial Domestic Shares 664,950,000 4433% [REDACTED]  [REDACTED] [REDACTED]
interest
Interest in H Shares 284,985,000 19.00% [REDACTED]  [REDACTED] [REDACTED]
controlled
corporation‘”
Ping An Decheng . . . Interest in Domestic Shares 413,932,500 27.59% [REDACTED] [REDACTED] [REDACTED]
controlled
corporation®
Ping An Financial . . . Interest in Domestic Shares 413,932,500 27.59%  [REDACTED] [REDACTED] [REDACTED]
controlled
corporation®
Ping An Group . . . . Interest in Domestic Shares 413,932,500 27.59%  [REDACTED] [REDACTED] [REDACTED]
controlled
corporation®
CIMC Hong Kong . . . Beneficial H Shares 284,985,000 19.00% [REDACTED]  [REDACTED] [REDACTED]
interest"
Shanghai Taifu. . . . . Beneficial Domestic Shares 252,330,000 16.82% [REDACTED]  [REDACTED] [REDACTED]
interest
Chi Xiao . . . . ... Interest in Domestic Shares 252,330,000 16.82%  [REDACTED] [REDACTED] [REDACTED]
controlled
corporation®
Nanshan Group . . . . Interest in Domestic Shares 252,330,000 16.82% [REDACTED] [REDACTED] [REDACTED]
controlled
corporation®
Taizhou Taifu . . . . . Beneficial Domestic Shares 161,602,500 10.77%  [REDACTED] [REDACTED] [REDACTED]
interest
Ping An Life Interest in Domestic Shares 161,602,500 10.77%  [REDACTED] [REDACTED] [REDACTED]
Insurance . . . . . . controlled
corporation”
Ping An Health Interest in Domestic Shares 161,602,500 10.77%  [REDACTED] [REDACTED] [REDACTED]
Partnership . . . . . controlled
corporation”
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Notes:

(1)

2

3)

“

(5)

CIMC Hong Kong is a wholly owned subsidiary of CIMC and therefore CIMC is deemed to be interested in our H
Shares held by CIMC Hong Kong.

Ping An Decheng is the general partner of Shanghai Taifu and Taizhou Taifu and therefore it is deemed to be interested
in our Domestic Shares held by Shanghai Taifu and Taizhou Taifu. Ping An Decheng is wholly owned by Ping An
Financial which is ultimately controlled by Ping An Group and therefore both Ping An Financial and Ping An Group
are deemed to be interested in our Domestic Shares held by Shanghai Taifu and Taizhou Taifu.

Chi Xiao is a limited partner of Shanghai Taifu which holds 39.63% of its interests and therefore it is deemed to be
interested in our Domestic Shares held by Shanghai Taifu. Chi Xiao is wholly owned by Nanshan Group therefore
Nanshan Group is also deemed to be interested in our Domestic Shares held by Shanghai Taifu.

Both Ping An Life Insurance and Ping An Health Partnership are limited partners of Taizhou Taifu which holds
47.62% and 38.33% of its interests, respectively, therefore both of them are deemed to be interested in our Domestic
Shares held by Taizhou Taifu.

Any discrepancies in the above table between totals and the sums of amounts listed therein are due to rounding.

Except as disclosed above, our Directors are not aware of any other person who will,

immediately following the completion of the [REDACTED], have any interest and/or short

positions in the Shares or underlying shares of our Company which would fall to be disclosed to

us pursuant to the provisions of Divisions 2 and 3 of Part XV of the SFO, and, who are, directly

or indirectly, interested in 10% or more of the nominal value of any class of our share capital

carrying rights to vote in all circumstances at general meetings of our Company or any other

member of our Group. Our Directors are not aware of any arrangement which may at a subsequent

date result in a change of control of our Company.
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You should read the following discussion and analysis of our financial condition and

results of operations in conjunction with our consolidated financial statements included in

“Appendix I — Accountant’s Report”, together with the accompanying notes. Our consolidated
financial statements have been prepared in accordance with IFRS.

The following discussion and analysis contains forward-looking statements that involve
risks and uncertainties. These statements are based on assumptions and analysis that we make
in light of our experience and perception of historical trends, current conditions and expected
future developments, as well as other factors we believe are appropriate under the
circumstances. However, our actual results may differ significantly from those projected in the
forward-looking statements. Factors that might cause future results to differ significantly from
those projected in the forward-looking statements include, but are not limited to, those
discussed in “Risk Factors” and “Forward-Looking Statements” and elsewhere in this
document.

OVERVIEW

We primarily engage in the manufacture and sale of semi-trailers and truck bodies for
specialty vehicles. Our semi-trailers mainly include chassis and flatbed trailers, fence trailers, tank
trailers, refrigerated trailers and van trailers. In 2017, we launched our center-axle car carriers in
China. Our truck body products include dump beds for dump trucks, mixers for mixer trucks and
a wide range of other truck bodies for specialty vehicles. We also engage in the sale of certain parts
and components purchased from third-party manufacturers, such as axles, tires, lights and braking
systems and, to a lesser extent, parts and components manufactured by us, mainly shafts. We market
and sell an extensive range of semi-trailers and truck bodies in China, North America, Europe and
other regions, covering over 40 countries.

We categorize our business into four operating segments, comprising China, North America,
Europe and other regions, based on the locations of our customers:

. China: We derive revenue from (i) the sales of vehicles, which comprise primarily
semi-trailers and truck bodies, (ii) the sales of parts and components, and (iii) other
businesses, mainly (a) rental income from leasing properties in our vehicle parks and our
trailer rental services, (b) after-sales services, such as provision of repair and parts
replacement services, and (c) provision of supply chain services,

. North America: We derive revenue from (i) the sales of vehicles, which comprise chassis
trailers, dry van trailers and refrigerated trailers, and (ii) the sales of parts and
components,

. Europe: We derive revenue from (i) the sales of vehicles, which mainly comprise

curtain-side trailers, chassis and flatbed trailers, and tank trailers, (ii) the sales of parts
and components, and (iii) other businesses, which mainly comprise (a) provision of
after-sales repair and parts replacement services, and, to a lesser extent, (b) provision of
trade-in services and sales of refurbished semi-trailers,
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. Other regions: We sell our vehicles, parts and components overseas to approximately 40
other countries, including Algeria, Australia, Indonesia, Japan, Malaysia, Saudi Arabia,
South Africa, Thailand and Vietnam. Our products sold to other regions mainly comprise
chassis and flatbed trailers, tank trailers, van trailers and refrigerated trailers.

In 2016, 2017 and 2018, our revenue was RMB14,555.6 million, RMB19,367.0 million and
RMB24,168.2 million, respectively, and our net profit for the year was RMB752.8 million,
RMB1,011.5 million and RMB1,232.0 million, respectively.

BASIS OF PRESENTATION

Our historical financial information has been prepared in accordance with JFRS issued by the
International Accounting Standards Board, The historical financial information has been prepared
under the historical cost convention, as modified by the revaluation of financial assets at fair value
through profit and loss, financial liabilities (including derivative instruments) at fair value through
profit or loss and investment properties, which are carried at fair value.

The preparation of the historical financial information in conformity with IFRS requires the
use of certain critical accounting estimates. It also requires management to exercise its judgment in
the process of applying our accounting policies. The areas involving a higher degree of judgment
or complexity, or areas where assumptions and estimates are significant to the historical financial
information are disclosed in note 4 to “Appendix I — Accountant’s Report”,

MAJOR FACTORS AFFECTING OUR RESULTS OF OPERATIONS

The following factors are the principal factors that have affected and, we expect, will continue
to affect our business, financial condition, results of operations and prospects.

General Economic and Market Conditions and Industry Standards

As a substantial part of our revenue was derived from China, North America and Europe, our
results of operations significantly depend on economic and market conditions in these regions.
Global demand for semi-trailers and truck bodies is influenced by various factors beyond our
control, such as the region’s economic growth, urbanization progress, infrastructure spending,
consumer spending and government policies. Demand for our products, such as chassis trailers, may
also be adversely impacted if there is any significant slowdown in the growth of global trade and
exports. Uncertainties about PRC and global economic conditions could adversely affect
infrastructure spending and consumer confidence in response to uncertainties in political
environment, credit constraints, financial market volatility, higher unemployment rates, government
austerity programs, negative financial news, declines in disposal income or asset values and other
macroeconomic factors. These regional economic and market conditions could have a material

adverse effect on demand for our products. For example, macroeconomic policies in China which
slow down infrastructure construction could dampen market demand for specialty vehicles,
particularly dump trucks and mixer trucks. As our SDC branded semi-trailers are manufactured in
the UK, market uncertainties associated with Brexit could adversely affect demand for our products
made in the UK, such as curtain-side trailers.
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In addition, demand could differ materially from our expectations as a result of changes in
industry standards, particularly road transportation regulations and emission standards. For
example, the implementation of GB1589-2016 in July 2016 posed strict limits on the height and
length of trailers in China and set a new trend for PRC auto transporters to use center-axle trailer
systems, thereby reducing market demand for certain old models of semi-trailer products, but also
creating demand for new types or models of trailers, in particular center-axle car carriers. In certain
developing countries and regions where our operations are located, such as China, Thailand and
Vietnam, the semi-trailer industry is still evolving and it is possible that local industry standards and

regulations may change in ways unfavorable to the development of this industry. Future changes in
industry standards or relevant regulatory policies may have an adverse effect on our business
prospects and results of operations.

Production Capacity and Efficiency

Our sales volume and results of operations have been, and will continue to be, affected by our
production capacity and efficiency, which are also affected by the expansion and upgrading of our
production facilities. If we are unable to respond to increased market demand by expanding our
production capacity and completing the upgrading of our production facilities in time, our sales
volume may not grow as expected and we may lose market share. We plan to develop and launch
new plants and upgrade existing manufacturing plants in China and overseas, enhance our
production efficiency and automation and increase our economies of scale. As part of our business
strategy, we plan to continue to expand our production capacity to meet market demand. For
example, we intend to increase our production capability for refrigerated trailers and chassis trailers
in the US, including adding a new automated production line for chassis trailers so that we will be
capable of manufacturing chassis trailers locally in the US to mitigate the adverse effect from any
increase in the US import tariffs on semi-trailers and parts and components imported from China.
We will also upgrade our manufacturing plant in Liangshan for chassis and flatbed trailers and
another plant in Wuhu for tank trailers. See “Business—Production Facilities and
Process—Production Facilities and Capacity—Capacity Expansion and Upgrade Plans” and “Risk
Factors—Risks Relating to Our Business—Our future success depends, in part, on our ability to
expand our production capacity and to further improve our productivity and upgrade our production
facilities, which is subject to risks and uncertainties.”

Acquisitions and Expansion in Global Markets

Our results of operations have been, and will continue to be, affected by our ability to
successfully execute and integrate acquisitions. During the Track Record Period, we have
experienced solid growth in Europe following the acquisitions of SDC Trailers and LAG Trailers.
In 2016, 2017 and 2018, our revenue from Europe amounted to RMB1,409.7 million, RMB2,225.7
million and RMB2,435.1 million, respectively. We believe that the semi-trailer market will continue
to undergo industry consolidation. As part of our growth strategy, we plan to continue to seek
suitable targets for acquisitions. In particular, we aim to pursue selective acquisitions of, or strategic
investments in, semi-trailer and truck body manufacturers in China, the US or Europe. We prefer
target companies which are well-known players in their respective market or product segment and
have cost-efficient and environmentally friendly production and an attractive growth potential,
which companies we believe can create synergies with our existing business and product portfolio
and enhance our manufacturing capabilities and customer base. However, our ability to benefit from
business acquisitions and integration is subject to a number of risks and uncertainties. See “Risk
Factors—Risks Relating to Our Business—We may undertake acquisitions, investments, partnerships
and new business lines, which may not be successful.”
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We sell our products in China, North America, Europe and other regions, covering over 40
countries, and we intend to expand our business into more overseas markets, as a result of which
we are exposed to various risks and restrictions associated with conducting business in foreign
countries and regions. See “Risk Factors—Risks Relating to Our Business—Our entry into new
markets is subject to risks and restrictions.”

Competition and Pricing

The semi-trailer industry has relatively low entry barriers for new market entrants, and
therefore, our success depends on our ability to maintain economies of scale and compete
effectively with a broad array of competitors ranging from large multinationals to local and
specialized brands. We may face significant competition in our manufacture and sale of semi-trailer
and truck body business from foreign and domestic competitors. Competition in the global market
is based on a number of factors, including pricing, product features and design, quality,
performance, innovation, reputation, energy efficiency, distribution and financial incentives. Our
competitors include large regional trailer manufacturers. Some of our specialized competitors may
also have more flexibility to develop alternative technologies or experiment different product
designs_that consumers may prefer over ours. New competitors or increased competition from
existing competitors domestically or from other regions may adversely affect our business, results
of operations and financial condition.

Our pricing directly affects our revenue, gross profit margin and results of operations. We
consider various factors, such as costs and market conditions, when pricing our products. These cost
considerations are reflected in our financial statements as cost of raw materials and consumables
used, employee benefits expenses, depreciation and amortization expenses and other operating
expenses. However, if the actual costs are higher than the estimated costs on which our pricing is
based, or we cannot completely pass on the increased costs to our customers, our gross profit margin
and results of operations may be adversely affected. Our cost of sales primarily includes cost
incurred for raw materials and consumables used, which accounted for 73.6%, 75.8% and 77.1% of
our total revenue in 2016, 2017 and 2018, respectively, after adjustment for changes in inventories.
Any fluctuation in the above costs could affect our results of operations.

Our Ability to Effectively Control Costs and Expenses

Our ability to effectively control our raw materials and consumables and other production-

related costs has affected and will continue to affect our profitability. In particular, our results of
operations are significantly affected by the cost of raw materials and consumables used, the single
largest component of our cost of sales. The principal raw materials that we use in the production
of our products are steel, and the key parts and components used for our production include truck
chassis, tires, rims and axles. The prices of these materials are susceptible to significant price
fluctuations due to supply and demand trends in the commodities markets, transportation costs,
geopolitical events, government regulations and tariffs, changes in currency exchange rates, price
controls, economic climate and other unforeseen circumstances. According to Frost & Sullivan, the
market price of steel has experienced an upward trend since 2016. Our raw material costs as a
percentage of revenue has moved broadly in line with this trend. In 2018, our raw material costs
from North America has increased, which was driven by the rise of US tariffs on steel imports. We
seek to manage our raw material costs by seeking competitive procurement tenders, maintaining
long-term relationships with key suppliers and continuing the optimization of our supplier portfolio.
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The term of our supply contracts is generally one year with at least annual adjustment to
pricing terms. We leverage the bargaining power of CIMC to obtain more favorable raw material
prices, such as steel. We also seek to manage our costs of parts and components through our
centralized procurement function. See “Business—Suppliers” for details. We do not use financial
instruments to hedge our raw material exposure. Due to the intense competition in the semi-trailer
market, we are generally unable to pass on the full impact of price increases in raw materials to our
customers. We expect the prices of raw materials to continue to fluctuate in the foreseeable future
and our results of operations will continue to be materially affected by such movements. See “Risk
Factors—Risks Relating to Our Business—We rely on certain key raw materials, parts and
components and utilities, such as steel, tires, rims and axles in our manufacturing process, and any
failure or shortage in the supply of such key raw materials, parts and components and utilities may
adversely affect our business.”

Foreign Currency Fluctuations

Due to our global operations, our results of operations have been and will continue to be
affected by foreign exchange rate movements, both on a transactional and translation basis. We are
primarily exposed to movements in the Renminbi, our reporting currency, against, principally, the
US dollar. Translational effects of exchange rate fluctuations arise because financial results of our
overseas subsidiaries are measured in their local functional currencies. The results of operations of
our overseas subsidiaries are then translated into Renminbi for the presentation of our financial
results in the consolidated financial statements. Consequently, fluctuations in the applicable foreign
currency exchange rates may increase or decrease the Renminbi value of our non-Renminbi
revenue, costs, assets and liabilities, even if their underlying value has not changed.

Our biggest transactional exposure arises from the fact that a large proportion of our costs are
incurred in Renminbi while our sales in the overseas markets are invoiced in other currencies,
primarily the US dollar. From 2016_to 2017, our results of operations were positively affected by

a higher average exchange rate of the Renminbi against the US dollar as our revenue and gross

profit from the overseas markets increased. From 2017 to 2018, our results of operations were

adversely affected by a lower average exchange rate of the Renminbi against the US dollar and other
currencies. As a result of our global operations, we expect that our results of operations will
continue to be affected by exchange rate fluctuations. See also “Risk Factors—Risks Relating to our
Business—We are subject to risks relating to fluctuations in foreign exchange rates.”,

CRITICAL ACCOUNTING POLICIES, JUDGMENTS AND ESTIMATES

We have identified certain accounting policies that are significant to the preparation of our
consolidated historical financial information. Note 2 to “Appendix I — Accountant’s Report”
includes a summary of significant accounting policies used in the preparation of our consolidated
historical financial information. The determination of these accounting policies is fundamental to
our financial condition and results of operations and requires our management to make subjective
and complex judgments about matters that are inherently uncertain based on information and data
that may change in future periods. As a result, determinations of these items necessarily involve the
use of assumptions and subjective judgments as to future events which are subject to changes, and
the use of different assumptions or data could produce materially different results. In addition,
actual results could differ from estimates and may have a material adverse effect on our business,
financial condition, results of operations and cash flows.
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Certain accounting estimates and judgments are particularly sensitive because of their
significance to the financial statements and because of the possibility that future events affecting
the estimates may differ significantly from our management’s current judgments. We believe the
following represents our critical accounting policies, judgments and estimates, the details of which
are set out in notes 2 and 4 included in “Appendix I — Accountant’s Report” to this document:

. revenue recognition;

. impairment for inventories;

. expected credit loss for receivables;

. estimation of fair value of investment properties;

. income taxes and deferred taxations;

. product warranties; and

. expected credit loss of financial guarantee contracts for vehicle loans.

See note 2.1 included in “Appendix I — Accountant’s Report” for recently issued accounting
standards and interpretations of existing standards that are not yet effective and have not been
previously adopted by us. We are in the process of making an assessment of the impact of the new
and revised IFRS set forth in this note.

Application of IFRS 15 and IFRS 9

Our historical financial information was prepared by adopting IFRS 9 and IFRS 15
retrospectively on a consistent basis throughout the Track Record Period. We believe that the
adoption of IFRS 9 and IFRS 15, as compared to the requirements of IAS 18 and IAS 39, does not
have significant impact on our financial position and results of operations during the Track Record
Period.

IFRS 15

IFRS 15 “Revenue from Contracts with Customers” replaces the previous revenue standards
IAS 18 “Revenue” and IAS 11 “Construction Contracts” and the related interpretations. The
standard is effective for annual periods beginning on or after January 1, 2018 and has been adopted
by us throughout the Track Record Period.

IFRS 15 establishes a comprehensive framework for determining when to recognize revenue
and how much revenue to be recognized through a five-step approach: (i) identify the contract(s)
with customer; (ii) identify separate performance obligations in the contract; (iii) determine the
transaction price; (iv) allocate the transaction price to the performance obligations; and (v)
recognize revenue when a performance obligation is satisfied. The core principle is that a company
should recognize revenue when the control of a good or service transfers to a customer.
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We have assessed the effects of adopting IFRS 15 on our historical financial information and
we consider that the adoption did not have a significant impact on our results of operations.

IFRS 9

The standard is effective for annual periods beginning on or after January 1, 2018 and has
been adopted by us throughout the Track Record Period.

The new accounting policies replace the provisions of IAS 39 Financial Instruments:
Recognition and Measurement (IAS 39) in relation to (i) recognition, classification and
measurement of financial assets and financial liabilities; (ii) derecognition of financial instruments;
(ii1) impairment of financial assets; and (iv) hedge accounting. IFRS 9 also significantly amends
other standards dealing with financial instruments, such as IFRS 7 Financial Instruments:
Disclosures. The new accounting policies provide more reliable and relevant information for users
to assess the amounts, timing and uncertainty of future cash flows.

We have assessed the effects of adopting IFRS 9 on our historical financial information and
we considered that the adoption did not have a significant impact on our financial position and
results of operations.

PRINCIPAL COMPONENTS OF CONSOLIDATED INCOME STATEMENTS

The following table summarizes our consolidated income statements for the years indicated:

Year ended December 31,

2016 2017 2018

(RMB in millions)

Revenue . . . . . . ... ... .. 14,555.6 19,367.0 24,168.2
Costofsales. . . .. ... ... . ... ... (12,349.9) (16,518.7) (21,008.9)
Gross profit. . . . . . ... ... 2,205.7 2,848.3 3,159.3
Selling and distribution expenses . . . . . .. ... ... ... (486.1) (596.7) (574.0)
Administrative eXpenses . . . . . .. .. ... ... (860.1) (1,022.2) (1,220.6)
Net impairment (losses)/gains on financial assets and

financial guarantee contracts . . . . . . ... ... ... .. (40.4) 11.6 16.3
Other income . . . . . . .. ... ... .. 123.6 133.5 158.0
Other gains/(losses) —net . . . . ... ... ... ....... 99.8 (59.4) 82.5
Operating profit . . . . . ... ... ... ... ........ 1,042.5 1,315.1 1,621.4
Finance income . . . . . . . . ... .. ... ... .. ... 59.1 73.6 85.7
Finance costs . . . . . . . . . . ... ... (82.7) (114.3) (160.1)
Share of net profits/(losses) of associates and a joint

VENLUIC. . . v v v v e o e e e e e e e e e e e e 4.2 2.7) 5.8
Profit before income tax . . . . ... ... ... ....... 1,023.2 1,271.7 1,552.8
Income tax expense. . . . . . . . ... (270.4) (260.2) (320.8)
Profit for the year. . . . . . . ... ... ... ........ 752.8 1,011.5 1,232.0
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Revenue

During the Track Record Period, we generated our revenue from sales of vehicles and parts
and components. We also generated revenue from other businesses.

. Sales of vehicles. Sales of vehicles comprise (i) the sales of semi-trailers, including
chassis and flatbed trailers, fence trailers, tank trailers, refrigerated trailers, van trailers
and others, (ii) the sales of center-axle car carriers in and after 2017, (iii) the sales of
truck bodies, including dump beds for dump trucks, mixers for mixer trucks and others,
and (iv) the sales of tractor units and truck chassis. We do not manufacture tractor units
or truck chassis. In line with the industry practice in China, typically for our mixers, we
purchase the truck chassis requested by our customers and install the mixers onto such
truck chassis to form fully-assembled mixer trucks, which we then sell to these
customers. In addition, on limited occasions, we may procure tractor units as requested
by our trailer customers which we deliver together with our semi-trailers. As a result, we
record the sales of tractor units and truck chassis as revenue, and also the cost in
procuring tractor units and truck chassis as cost of sales.

. Sales of parts and components. Besides manufacturing parts and components for our
own production, we also generated revenue from (i) the manufacture and sale_of certain
parts and components, mainly shafts, and (ii) the sales of parts and components, such as
axles, tires, lights and braking systems, which we purchased from third-party suppliers,
to customers as after-sales services.

. Others. We also generated revenue mainly from (i) rental income, including from leasing
properties in our vehicle parks, and trailer rental services, (ii) after-sales services, which
principally comprise the provision of repair and parts replacement services, (iii)
provision of supply chain services, and (iv) provision of trade-in services and sales of
refurbished semi-trailers.

In 2016, 2017 and 2018, our revenue was RMB14,555.6 million, RMB19,367.0 million and
RMB24,168.2 million, respectively.
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We categorize our business into four operating segments, comprising China, North America,
Europe and other regions, based on the location of our customers. The following table sets forth our
revenue by business segment for the years indicated:

Year ended December 31,

2016 2017 2018

Amount % Amount % Amount %

(RMB in millions, except percentages)

China . . ... ....... .. .. ... 7,486.5 51.4% 10,907.3 56.3% 13,906.4 57.5%
Sales of vehicles . . ... ... ... .. 6,910.2 47.5 10,075.6 52.0 12,996.1 53.8
Sales of parts and components . . . . . 383.4 2.6 635.7 3.3 671.6 2.8
Others . . . ... ... .. .. ...... 192.9 1.3 196.1 1.0 238.7 1.0
North America. . . .. ... ... ... 4,483.6 30.8 4,693.4 24.2 6,635.4 27.5
Sales of vehicles . . ... ... ... .. 4,049.1 27.8 4,234.2 21.9 6,133.7 25.4
Sales of parts and components . . . . . 434.5 3.0 459.2 2.4 501.7 2.1
Europe. . . . ... ... ... ...... 1,409.7 9.7 2,225.7 11.5 2,435.1 10.1
Sales of vehicles . . . .. ... ..... 1,172.5 8.1 1,807.2 9.3 1,998.0 8.3
Sales of parts and components . . . . . 136.8 0.9 269.7 1.4 301.3 1.2
Others . . . ... ... .. .. ...... 100.3 0.7 148.8 0.8 135.9 0.6
Other Regions™ . . . .. ... ... . . 1,175.8 8.1 1,540.5 8.0 1,191.2 4.9
Sales of vehicles . . . ... ... .... 1,140.6 7.8 1,511.9 7.8 1,167.7 4.8
Sales of parts and components . . . . . 15.8 0.1 17.0 0.1 13.6 0.1
Others . . . ... ... . ... ...... 19.3 0.1 11.6 0.1 9.9 0.0
Total. . . ... .......... ... 14,555.6 100.0% 19,367.0 100.0% 24,168.2 100.0%

(1) Consist of approximately 40 other countries, mainly Algeria, Australia, Indonesia, Japan, Malaysia, Saudi Arabia,
South Africa, Thailand and Vietnam.

China

Revenue from China is principally derived from (i) the sales of vehicles, including
semi-trailers and truck bodies, (ii) sales of parts and components and (iii) other businesses, mainly
(a) rental income from leasing properties in our vehicle parks and our trailer rental services, (b)
after-sales services, such as provision of repair and parts replacement services, and (c) provision of
supply chain services. In 2016, 2017 and 2018, our revenue from China amounted to RMB7,486.5
million, RMB10,907.3 million and RMB13,906.4 million, representing 51.4%, 56.3% and 57.5% of
our total revenue for the same years, respectively.

-251 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

The following table sets forth a breakdown of our revenue from China by product type for the
years indicated:

Year ended December 31,

2016 2017 2018

Amount % Amount % Amount %

(RMB in millions, except percentages)

Sales of vehicles . . . . .. ... .. .. 6,910.2 92.3% 10,075.6 92.4% 12,996.1 93.5%
Semi-trailers. . . . . ... ... ... 4,340.6 58.0 5,470.4 50.2 4,654.4 33.5
Chassis and flatbed trailers. . . . . . 1,462.5 19.5 1,809.0 16.6 1,556.3 11.2
Fence trailers. . . . .. ... ..... 870.4 11.6 1,296.5 11.9 853.4 6.1
Tank trailers . . ... ... ...... 1,623.2 21.7 1,765.2 16.2 1,742.0 12.5
— Liquid tank trailers . . . ... ... 1,310.1 17.5 1,149.9 10.5 962.8 6.9
— Dry bulk tank trailers. . . . . . .. 313.0 4.2 615.3 5.6 779.2 5.6
Van trailers . . . . ... ... ... .. 107.6 1.4 134.2 1.2 141.2 1.0
Others™. . . . ... ... ....... 276.9 3.7 465.5 4.3 361.5 2.6
Center-axle car carriers. . . . . .. - - 9.2 0.0 1,197.7 8.6
Truck bodies. . . . . ... ... ... 1,259.1 16.8 2,668.5 24.5 4,072.8 29.3
Dump beds for dump trucks . . . .. 537.1 7.2 1,235.2 11.3 1,776.9 12.8
Mixers for mixer trucks. . . . . . .. 394.3 5.3 948.2 8.7 1,804.9 13.0
Others®. . . .. ............ 327.7 4.4 485.2 4.4 491.0 3.5
Tractor units and truck chassis . . 1,310.5 17.5 1,927.4 17.7 3,071.2 22.1

Sales of parts and components . . . . 3834 5.1 635.7 5.8 671.6 4.8

Others. . . ... ............. 192.9 2.6 196.1 1.8 238.7 1.7

Total . . . .. ... ... ... ...... 7,486.5 100.0% 10,907.3 100.0% 13,906.4 100.0 %

(1) Mainly consist of low flatbed trailers and car carrier semi-trailers.

(2) Mainly consist of truck bodies for sanitation trucks and refrigerated vans.

North America

Revenue from North America is derived from (i) the sales of vehicles, which comprise chassis
trailers, dry van trailers and refrigerated trailers, and (ii) the sales of parts and components. In 2016,
2017 and 2018, our revenue from North America amounted to RMB4,483.6 million, RMB4,693.4
million and RMB6,635.4 million, representing 30.8%, 24.2% and 27.5% of our total revenue for the
same years, respectively.
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The following table sets forth a breakdown of our revenue from North America by product
type for the years indicated:

Year ended December 31,

2016 2017 2018

Amount % Amount % Amount %

(RMB in millions, except percentages)

Sales of vehicles . . . .. .. 4,049.1 90.3%  4,234.2 90.2%  6,133.7 92.4%
Chassis trailers . . . . ... 1,601.0 35.7 1,952.6 41.6 3,389.2 51.1
Dry van trailers . . .. .. 1,709.0 38.1 1,550.5 33.0 1,865.6 28.1
Refrigerated trailers . . . . 739.1 16.5 731.1 15.6 879.0 13.2
| Sales of parts and
components . . . . .. ... 434.5 9.7 459.2 9.8 501.7 7.6
Total . . ... ......... 4,483.6 100.0%  4,693.4 100.0%  6,635.4 100.0%
Europe

Revenue from Europe is principally derived from (i) the sales of vehicles, which mainly
comprise semi-trailers, including curtain-side trailers, chassis and flatbed trailers, tank trailers and
others, (ii) the sales of parts and components and (iii) other businesses, which mainly comprise (a)
provision of after-sales repair and parts replacement services, and, to a lesser extent, (b) provision

| of trade-in services and sales of refurbished semi-trailers. In 2016, 2017 and 2018, our revenue from
Europe amounted to RMBI1,409.7 million, RMB2,225.7 million and RMB2,435.1 million,
| representing 9.7%, 11.5% and 10.1% of our total revenue for the same years, respectively.

The following table sets forth a breakdown of revenue from Europe by product type for the
years indicated:

| Year ended December 31,

2016 2017 2018

Amount % Amount % Amount %

(RMB in millions, except percentages)

| Sales of vehicles . . . . . .. 1,172.5 83.2% 1,807.2 81.2% 1,998.0 82.0%
Chassis and flatbed trailers . 317.6 22.5 580.2 26.1 665.2 27.3
Curtain-side trailers . . . . . 298.0 21.1 604.2 27.1 569.1 23.4
Tank trailers. . . . .. . ... 314.7 22.3 290.8 13.1 320.8 13.2
— Liquid tank trailers. . . . . 246.8 17.5 213.8 9.6 182.5 7.5
— Dry bulk tank trailers . . . 67.9 4.8 77.0 3.5 138.3 5.7
Others™™ . . . ... ...... 242.2 17.2 332.0 14.9 442.8 18.2
Sales of parts and

components . . . ... .. 136.8 9.7 269.7 12.1 301.3 12.4
Others. . ... ... ..... 100.3 7.1 148.8 6.7 135.9 5.6
Total . . . .. ... ...... 1,409.7 100.0%  2,225.7 100.0%  2,435.1 100.0 %

|

1 @ Mainly consist of road transportation-related products, such as bulk containers and swap bodies.
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Other Regions

We sell our products to approximately 40 other countries, principally Algeria, Australia,
Indonesia, Japan, Malaysia, Saudi Arabia, South Africa, Thailand and Vietnam. Our products sold
to other regions mainly comprise chassis and flatbed trailers, tank trailers, van trailers and
refrigerated trailers. In 2016, 2017 and 2018, our revenue from other regions amounted to
RMB1,175.8 million, RMB1,540.5 million and RMB1,191.2 million, representing 8.1%, 8.0% and
4.9% of our total revenue for the same years, respectively.

Cost of Sales, Gross Profit and Gross Margin

Our cost of sales primarily comprises cost of raw materials and consumables used, employee
benefit expenses, depreciation and amortization expenses and other operating expenses, such as
expenses incurred for shipping and handling, utilities and rentals.

In 2016, 2017 and 2018, our cost of sales was RMB12,349.9 million, RMB16,518.7 million
and RMB21,008.9 million, accounting for 84.8%, 85.3% and 86.9% of our total revenue for the
same years, respectively. Our gross profit was RMB2,205.7 million, RMB2,848.3 million and
RMB3,159.3 million, respectively. Our gross margin, which equals to gross profit divided by
revenue, was 15.2%, 14.7% and 13.1%, respectively, for the same years. The following table sets
forth a breakdown of our cost of sales by nature for the years indicated:

Year ended December 31,

2016 2017 2018

Cost of Cost of Cost of
Sales % Sales % Sales %

(RMB in millions, except for percentages)

Changes in inventories . . . (628.3) (5.1%) (275.5) (1.7)% (417.0) (2.0)%
Raw materials and

consumables used . . . .. 11,346.0 91.9 14,964.1 90.6 19,040.2 90.6
Employee benefit expenses . 793.1 6.4 822.2 5.0 1,034.9 4.9
Shipping and handling

eXpense . . . . ... ... . 266.3 2.2 362.0 2.2 564.7 2.7
Depreciation of property,

plant and equipment. . . . 168.8 1.4 181.5 1.1 205.3 1.0
Other expenses™ . . . . ... 404.0 3.3 464.4 2.8 580.8 2.8
Total . . . .. ......... 12,349.9 100.0% 16,518.7 100.0% 21,008.9 100.0%

(1) Mainly consist of expenses for utilities, processing and repair, surcharges and rental fees.
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Our principal raw material is steel, and our key parts and components are truck chassis, tires,
rims and axles. As a percentage of our total revenue in 2016, 2017 and 2018, our costs of raw
materials and consumables used, adjusted for changes in inventories, was 73.6%, 75.8% and 77.1%,
respectively.

Our employee benefit expenses consist primarily of (i) wages, salaries and bonuses, (ii)
pension costs, which we incurred in respect of a defined contribution retirement scheme
administered and operated by relevant PRC local municipal government, and (iii) other social
security costs, housing benefits and other employee benefits. As a percentage of our total revenue,
in 2016, 2017 and 2018, our employee benefit expenses were 5.4%, 4.2% and 4.3%, respectively.

China

The following table sets forth a breakdown of our cost of sales, gross profit and gross margin
from China by product type for the years indicated:

| Year ended December 31,
2016 2017 2018
Cost of Gross Gross Cost of Gross Gross Cost of Gross Gross

Sales Profit  Margin Sales Profit  Margin Sales Profit  Margin

(RMB in millions, except for percentages)

| Sales of vehicles. . . . 6,111.4 798.8 11.6% 8,865.7 1,209.9 12.0%11,653.9 1,342.3 10.3%
Semi-trailers . . . . 3,744.6 596.0 13.7 4,769.0 701.4 12.8 4,197.0 457.4 9.8
Chassis and flatbed

trailers. . . . . . . 1,221.2 241.3 16.5 1,557.5 251.5 13.9  1,408.5 147.7 9.5
Fence trailers . . . . 759.1 111.3 12.8  1,122.8 173.7 13.4 746.6 106.8 12.5
Tank trailers . . . . . 1,428.3 194.9 12.0  1,560.9 204.3 11.6  1,579.3 162.8 9.3
— Liquid tank

trailers . . . . . .. 1,152.3 157.8 12.0 1,0204 129.5 11.3 876.1 86.7 9.0
— Dry bulk tank

trailers . . . . ... 275.9 37.1 11.9 540.5 74.8 12.2 703.2 76.1 9.8

| Van trailers,_ . . . . . 91.3 16.3 15.1 109.0 25.2 18.8 122.4 18.8 13.3

| Othersﬂ ....... 244.7 32.2 11.6 418.8 46.7 10.0 340.2 21.2 5.9
Center-axle car

| carriers . . . . . . - - - 8.0 1.2 13.0 999.3 198.4 16.6
Truck bodies . . . . 1,059.4 199.7 159 2,183.4 485.1 18.2  3,394.0 678.8 16.7
Dump beds for

dump trucks. . . . 496.5 40.6 7.6 1,056.9 178.3 144 1,505.1 271.8 15.3
Mixers for mixer

trucks . . ... .. 292.3 102.0 25.9 733.7 214.5 22.6 1,486.9 317.9 17.6

| Others® . . ... .. 270.7 57.0 17.4 392.8 92.4 19.0 402.0 89.0 18.1
Tractor units and

truck chassis . . . 1,307.4 3.1 0.2 1,905.2 22.2 1.2 3,063.6 7.7 0.2

Sales of parts and
components . . . . . 269.8 113.6 29.6 459.0 176.7 27.8 471.4 200.3 29.8
Others . .. ... ... 61.6 131.3 68.1 98.8 97.3 49.6 71.1 167.6 70.2
Total . ... ...... 6,442.7 1,043.8 13.9% 9,423.5 1,483.8 13.6%12,196.4  1,710.2 12.3%
|

(1) Mainly consist of low flatbed trailers and car carrier semi-trailers.

(2) Mainly consist of truck bodies for sanitation trucks and refrigerated vans.
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North America

The following table sets forth a breakdown of our cost of sales, gross profit and gross margin

from North America by product type for the years indicated:

Sales of vehicles . . . . . .

Chassis trailers . . . . . .

Dry van trailers

Refrigerated trailers . . .

Sales of parts and

components. . . . . . ..

Europe

Year ended December 31,

2016 2017 2018
Cost of  Gross Gross Cost of Gross Gross Cost of  Gross Gross
Sales Profit Margin  Sales Profit Margin  Sales Profit Margin
(RMB in millions, except for percentages)
3,268.1 781.0 19.3% 3,380.4 853.8 20.2% 5,197.2 936.5 15.3%
1,213.2 387.8 242 1,401.7 550.9 28.2 12,7235 665.7 19.6
1,435.8 273.2 16.0 1,379.1 171.3 11.0  1,731.5 134.1 7.2
619.2 120.1 16.2 599.6 131.5 18.0 742.2 136.7 15.6
394.3 40.2 9.3 421.2 38.0 8.3 457.3 44.4 8.8
3,662.4 821.3 18.3% 3,801.6 891.8 19.0% 5,654.5 980.9 14.8%

The following table sets forth a breakdown of our cost of sales, gross profit and gross margin

from Europe by product type for the years indicated:

Sales of vehicles . . . . . .

Chassis and flatbed

trailers. . . . . ... ..
Curtain-side trailers . . .
Tank trailers. . . . .. ..
— Liquid tank trailers . .
— Dry bulk tank trailers .

Sales of parts and

components. . . . . . ..
Others . . . . ... .....

(D) Mainly consist of road transportation-related products, such as bulk containers and swap bodies.

Year ended December 31,

2016 2017 2018
Cost of  Gross Gross Cost of Gross Gross Cost of  Gross Gross
Sales Profit Margin  Sales Profit Margin  Sales Profit Margin
(RMB in millions, except percentages)

1,035.9 136.6 11.7% 1,647.7 159.5 8.8% 1,796.4 201.6 10.1%

285.3 323 10.2 529.8 50.4 8.7 593.6 71.7 10.8
266.6 31.4 10.5 557.1 47.1 7.8 532.9 36.2 6.4
273.7 41.0 13.0 262.4 28.4 9.8 288.2 32.6 10.2
215.2 31.6 12.8 192.1 21.7 10.1 160.2 22.4 12.3
58.5 9.4 13.8 70.2 6.8 8.8 128.1 10.2 7.4
210.3 31.9 13.2 298.5 335 10.1 381.6 61.2 13.8
94.5 42.3 30.9 177.7 92.0 34.1 229.6 71.7 23.8
74.6 25.7 25.6 112.7 36.1 24.3 106.3 29.6 21.8

1,205.1 204.5 14.5% 1,938.1 287.7 12.9% 2,132.2 302.9 12.4%
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Other Regions

The following table sets forth a breakdown of our cost of sales, gross profit and gross margin
from other regions by product type for the years indicated:

Year ended December 31,

2016 2017 2018

Cost of Gross Gross Cost of Gross Gross Cost of Gross Gross
Sales Profit Margin  Sales Profit Margin  Sales Profit Margin

(RMB in millions, except percentages)

Sales of vehicles . . .. .. 1,007.4 133.2 11.7% 1,332.9 179.0 11.8% 1,010.8 156.9 13.4%
Sales of parts and

components . . . . . ... 12.8 3.0 19.0 14.1 2.9 17.1 10.9 2.7 20.0
Others . ... ........ 19.6 (0.3) (1.6) 8.5 3.1 26.7 4.1 5.7 58.0
Total . . ... ........ 1,039.7 136.1 11.6% 1,355.5 185.0 12.0% 1,025.9 165.3 13.9%

Selling and Distribution Expenses

The following table sets forth a breakdown of our selling and distribution expenses by nature
for the years indicated:

Year ended December 31,

2016 2017 2018

(RMB in millions)

Employee benefits expenses. . . . .. ... .. ... ... .. 201.4 233.3 249.5
Business development expenses. . . . . . ... ........ 150.8 186.6 156.0
Warranty eXpenses . . . . . . ... ... 76.7 99.3 91.1
Processing and repair expenses . . . . . . ... ... ... .. 6.2 16.3 14.4
Insurance expenses . . . . . .. ... 9.6 11.3 12.5
Depreciation of property, plant and equipment . . . . . . .. 4.6 4.3 4.3
Other expenses'™ . . . . ... ... .. ... ... .. ... 36.8 45.6 46.2
Total . . . ... ... ... 486.1 596.7 574.0

(1) Mainly consist of communication fees, storage fees and others.

As a percentage of our total revenue in 2016, 2017 and 2018, our selling and distribution
expenses were 3.3%, 3.1% and 2.4%, respectively.
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Administrative Expenses
The following table sets forth a breakdown of our expenses by nature for the years indicated:

Year ended December 31,

2016 2017 2018

(RMB in millions)

Employee benefits expenses . . . . . ... ... ... ... .. 430.9 535.2 577.6
Office and traveling expenses . . . . ... ........... 149.4 197.5 294.1
Depreciation and amortization. . . . . .. ... ... ... .. 102.6 86.9 93.5
Testing fees . . . . . . . . L 38.8 44.1 74.0
Consultancy and professional service fees. . . . .. ... .. 41.0 52.4 44.7
Auditor’s remuneration. . . . . ... ... 6.5 7.5 7.5
Taxes and surcharges. . . . . . ... ... ... ........ 6.2 3.9 5.0
Bank charges . . .. ... ... ... o oo 10.9 9.0 6.5
Impairment for property, plant and equipment and

intangible assets . . . ... ... ... L. 14.2 18.8 49.7
[REDACTED] expenses . . . . . . .o vv v v v - - 17.5
Other expenses'™ . . . . ... ... ... ... ... 59.6 66.9 50.5
Total . . . .. ... .. ... 860.1 1,022.2 1,220.6

(1) Mainly consist of business startup expenses, amortization of leasehold improvements and others.

As a percentage of our total revenue in 2016, 2017 and 2018, our administrative expenses
were 5.9%, 5.3% and 5.1%, respectively.

Net Impairment (Losses)/Gains on Financial Assets and Financial Guarantee Contracts

We recognized net impairment losses on financial assets and financial guarantee contracts of
RMB40.4 million in 2016 and recognized net impairment gains on financial assets and financial
guarantee contracts of RMB11.6 million and RMB16.3 million in 2017 and 2018, respectively,
reflecting provision or reversal of provision for impairment of trade receivables and other
receivables, and financial guarantee contracts.

Other Income

Our other income primarily comprises income from sales of scraps, government grants and
value-added services. Other income from sales of scraps includes surplus steel, aluminum and
stainless steel materials left over from product manufacturing and consumption. Government grants
mainly comprise government subsidies received for our contribution to the local economies and our
research and development projects. We provide value-added services, such as procuring
certifications for our customers. We also generate other income from provision of other services,
such as property management services in our vehicle parks.
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The following table sets forth a breakdown of our other income for the years indicated:

Year ended December 31,

2016 2017 2018
(RMB in millions)
Sales of scraps . . . .. ... 41.2 44.8 65.8
Government grants . . . . . . .. ... 42.7 43.9 42.4
Value-added services . . . . . ... ... ... ..., 15.5 13.9 19.9
Others . . . . .. . . 24.1 30.9 29.9
Total . . . . . ... ... 123.6 133.5 158.0

Net Other Gains/(Losses)_

Our other net gains or losses primarily include (i) net gains on disposal of subsidiaries, (ii)

net foreign exchange gains or losses, and (iii) fair value gains on investment properties. In 2016 and
2018, we recorded other net gains of RMB99.8 million and RMB82.5 million, respectively. In 2017,

we recorded other net losses of RMB59.4 million.

Finance Income and Costs

Our finance income mainly comprises interest income from deposits at commercial banks and

loans to related parties. Our finance costs mainly comprise interests on borrowings. The following

table sets forth our finance income and costs for the years indicated:

Year ended December 31,

2016 2017 2018
(RMB in millions)

Finance income
Interest income . . . . . .. ... 59.1 73.6 85.7
Finance costs
Interest expenses . . . . . ... ... (94.9) (117.3) (162.9)
Less:

Capitalized amount™ . . . . .. ... ... ... .. .. .. 12.2 3.0 2.8
Subtotal . . . . ... (82.7) (114.3) (160.1)
Net finance costs. . . . . .. ... ... ... ... ...... (23.6) (40.7) (74.4)

(1) Represents interest expenses capitalized for properties under development.
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Share of Profits/(Losses) of Associates and a Joint Venture

The following table sets forth our share of profits or losses of associates and a joint venture
for the years indicated:

Year ended December 31,

2016 2017 2018

(RMB in millions)

Share of profits/(losses) of associates . . . ... ... .... 3.4 3.2) 5.6
Share of profits of a joint venture . . . .. ... ... .... 0.8 0.5 0.2
Total . . . . . . . . ... . 4.2 (2.7) 5.8

We account an entity as our associate if we have significant influence but no control or joint
control over such entity. We account an entity as our joint venture if neither we nor our joint venture
partner, pursuant to the relevant joint venture agreements, has unilateral control over the economic
activities of such joint venture. Our share of profits or losses of associates was mainly from
Xxentria Technology Materials (China) Co., Ltd., Shenzhen Cadro Hydraulic Equipment Co., Ltd.
and Tianjin CIMC Logistics Equipment Co., Ltd., We expect that our share of profits or losses of
associates and share of profits of a joint venture will not have a significant impact on our results
of operations.

Income Tax Expenses

Our income tax expenses primarily consist of income tax payable by our subsidiaries in China
and overseas. Our income tax expenses were RMB270.4 million, RMB260.2 million and RMB320.8
million for 2016, 2017 and 2018, respectively, and our effective enterprise income tax rate was
26.4%, 20.5% and 20.7%, respectively, for the same years. During the Track Record Period and up
to the Latest Practicable Date, we fulfilled all our tax obligations and did not have any material
unresolved tax disputes.

China

Our PRC subsidiaries were subject to a statutory enterprise income tax rate of 25% of the
taxable profits of the relevant subsidiary under the EIT Law and relevant regulations during the
Track Record Period, except for the following subsidiaries which enjoyed preferential tax
treatment:

. nine of our subsidiaries were qualified as “High and New Technology Enterprises” and
enjoyed a preferential enterprise income tax rate of 15%, which is subject to renewal
every three years. Specifically, three subsidiaries enjoy,_preferential tax rates from 2014
to 2020, two from 2015 to 2021, one from 2013 to 2019, one from 2016 to 2019, one
from 2018 to 2021, and another one from 2014 to 2016 and then from 2018 to 2021. We
intend to apply for the extension of preferential tax treatment for our two subsidiaries,
which will expire in 2019; and
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. two subsidiaries which are engaged in business activities encouraged under the Western
Region Development Plan (Pi#F K BHEE#ES) enjoy a preferential enterprise income tax
rate of 15%. The term of the tax incentives under the Western Region Development Plan
will expire on December 31, 2020.

Overseas

Our overseas subsidiaries are mainly located in the US, the UK, Australia, Belgium, Malaysia,
Poland, South Africa, Thailand and Vietnam, The applicable enterprise income tax rates prevailing

in the relevant jurisdictions range from 15% to 39%.

In addition to applicable enterprise income tax rates, our effective enterprise income tax rates
may also be affected by tax-free income amounts, expenses not deductible for taxation purposes,
certain tax benefits on qualified research and development expenses, temporary differences for
which no deferred income tax asset was recognized, utilization of previously unrecognized tax
losses and tax losses for which no deferred income tax assets were recognized.

RESULTS OF OPERATIONS

The following discussion and analysis compares the major components of our operating
results in 2016, 2017 and 2018.

Revenue
Comparisons between 2018 and 2017

Revenue increased by 24.8% from RMB19,367.0 million in 2017 to RMB24,168.2 million in
2018, primarily due to increases in our revenue from China and North America.

China

Revenue from China increased by 27.5% from RMB10,907.3 million in 2017 to RMB13,906.4
million in 2018, mainly due to an increase of RMB2,920.5 million from sales of vehicles,
comprising (i) an increase of RMB1,404.3 million from sales of truck bodies, (ii) an increase of
RMB1,188.5 million from sales of center-axle car carriers and (iii) an increase of RMB1,143.8
million from sales of tractor units and truck chassis, which generally corresponded to the increased
sales of truck bodies as we normally sell mixers with truck chassis installed, and the increase in our
revenue was partially offset by a decrease of RMB816.0 million from sales of semi-trailers.

. Sales of truck bodies increased by 52.6% from RMB2,668.5 million in 2017 to
RMB4,072.8 million in 2018, mainly as a result of our increased sales of dump beds and
mixers due to increased market demand for specialty vehicles used for construction,
reflecting active infrastructure development in China.

. Sales of tractor units and truck chassis increased by 59.3% from RMB1,927.4 million in

2017 to RMB3,071.2 million in 2018, primarily due to increased sales of truck chassis
as a result of our increased sales of truck bodies during the year.
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. Sales of center-axle car carriers increased significantly from RMB9.2 million in 2017 to
RMB1,197.7 million in 2018, primarily as we Jaunched our center-axle car carriers in the
second half of 2017.

J Sales of semi-trailers decreased by 14.9% from RMBS5,470.4 million in 2017 to
RMB4,654.4 million in 2018, primarily as a result of (i) a decrease of RMB443.1 million
in sales of fence trailers, primarily due to a decrease in market demand, which was
mainly attributable to increased competition from alternative transportation modes as the
Chinese government promulgated policies in 2018 encouraging railway and waterborne
transportation of coal, steel and other bulk goods, and (ii) a decrease of RMB252.7
million in sales of chassis and flatbed trailers and a decrease of RMB187.1 million in
sales of liquid tank trailers, primarily due to a decrease in market demand which
subsided from jts peak in 2017.

Sales of parts and components increased slightly from RMB635.7 million in 2017 to
RMBG671.6 million in 2018, primarily due to our increased sales of shafts, reflecting an increase in
demand from our customers.

Revenue from other businesses in China increased by 21.7% from RMB196.1 million in 2017
to RMB238.7 million in 2018, mainly as a result of (i) our increased revenue from sales of
properties in our vehicle parks and (ii) increased revenue from the growth of trailer rental services.

North America

Revenue from North America increased by 41.4% from RMB4,693.4 million in 2017 to
RMB6,635.4 million in 2018, mainly due to an increase of RMB1,899.5 million in sales of vehicles
and an increase of RMB42.5 million in sales of parts and components.

Sales of vehicles increased by 44.9% from RMB4,234.2 million in 2017 to RMB6,133.7
million in 2018, mainly attributable to (i) an increase of RMB1,436.6 million in sales of chassis
trailers partly due to the increased market demand in anticipation of a rise in tariffs, (ii) an increase

of RMB315.1 million in sales of dry van trailers and (iii) an increase of RMB147.9 million in sales
of refrigerated trailers. The overall increase was mainly due to the increased market demand for
trailer products and favorable economic conditions in the US.

Sales of parts and components increased by 9.3% from RMB459.2 million in 2017 to
RMB501.7 million in 2018, primarily due to increased demand for parts and components in the US
after-sales market.

Europe

Revenue from Europe increased by 9.4% from RMB2,225.7 million in 2017 to RMB2,435.1
million in 2018, primarily due to an increase of RMB190.8 million in sales of vehicles.
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Sales of vehicles in Europe increased by 10.6% from RMB1,807.2 million in 2017 to
RMB1,998.0 million in 2018, primarily due to (i) an increase of RMB110.8 million in sales of other
products, mainly including road transportation-related products, such as swap bodies, (ii) an
increase of RMB85.0 million in sales of chassis and flatbed trailers, primarily due to the increased
average sales price in Europe and (iii) an increase of RMB61.3 million in sales of dry bulk tank
trailers, mainly reflecting higher market demand for aluminum alloy dry bulk tank trailers. Such
increase was partially offset by (i) a decrease of RMB35.1 million in sales of curtain-side trailers,
primarily due to the decreased market demand for our curtain-side trailers in the UK resulting from
market uncertainties associated with Brexit, and (ii) a decrease of RMB31.3 million in sales of
liquid tank trailers, as a result of capacity constraints at our Yangzhou plant in China for producing
tank bodies used in our liquid tank trailers sold in Europe.

Sales of parts and components in Europe increased by 11.7% from RMB269.7 million in 2017
to RMB301.3 million in 2018, mainly reflecting our efforts to expand our after-sales services
business in the UK after our acquisition of SDC Trailers.

Revenue from other business in Europe decreased by 8.7% from RMB148.8 million in 2017
to RMB135.9 million in 2018, mainly as our trade-in services decreased, our sales of refurbished
semi-trailers also decreased.

Other Regions

Revenue from other regions decreased by 22.7% from RMBI1,540.5 million in 2017 to
RMBI1,191.2 million in 2018. This decrease was mainly because (i) we had several sizeable one-off

orders for dry bulk tank trailers from Algeria in 2017 which generated approximately US$16.1
million in revenue that did not recur in 2018 and (ii) sales of mixers and fence trailers in the

Southeast Asian market decreased as a result of a decrease in our customer demand.

Comparisons between 2017 and 2016

Revenue increased by 33.1% from RMB14,555.6 million in 2016 to RMB19,367.0 million in
2017, primarily due to increases in revenue from China and Europe.

China

Revenue from China increased by 45.7% from RMB7,486.5 million in 2016 to RMB10,907.3
million in 2017, mainly due to an increase of RMB3,165.4 million in sales of vehicles, comprising
(i) an increase of RMB1,409.4 million in sales of truck bodies, (ii) an increase of RMB1,129.80
million in sales of semi-trailers and (iii) an increase of RMB616.9 million in sales of tractor units
and truck chassis, which generally corresponded to the increased sales of truck bodies as we
normally sell mixers with truck chassis installed.

. Sales of truck bodies in China increased significantly from RMB1,259.1 million in 2016
to RMB2,668.5 million in 2017, mainly due to our increased revenue from sales of dump
beds and mixers as a result of the high market demand for specialty vehicles used for
construction, reflecting active infrastructure development in China.
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. Sales of tractor units and truck chassis in China increased by 47.1% from RMB1,310.5
million in 2016 to RMB1,927.4 million in 2017, which generally corresponded to the
increased sales of truck bodies in 2017.

. Sales of semi-trailers in China increased by 26.0% from RMB4,340.6 million in 2016 to
RMB5,470.4 million in 2017, primarily due to the increased market demand for (i)
chassis and flatbed trailers, as a result of the high market demand for logistic services
driven by the fast growing e-commerce sector in China and, (ii) fence trailers, which
meet the new requirements under, GB1589-2016, and (iii) dry bulk tank trailers, as a
result of the high market demand for semi-trailers used for construction, reflecting active
infrastructure development in China.

. We generated revenue of RMB9.2 million from sales of center-axle car carriers in China
in 2017 as we started to manufacture and sell this product in the second half of 2017.

Sales of parts and components in China increased by 65.8% from RMB383.4 million in 2016
to RMB635.7 million in 2017, primarily due to (i) the increased sales of shafts, resulting from an
increase in production and sales at our casting plant in Zhumadian for shafts, and (ii) an increase
in our after-sales services following our increased sales of vehicles.

North America

Revenue from North America increased slightly from RMB4,483.6 million in 2016 to
RMB4,693.4 million in 2017, primarily due to an increase of RMB185.1 million in sales of vehicles
and an increase of RMB24.7 million in sales of parts and components.

Sales of vehicles increased slightly from RMB4,049.1 million in 2016 to RMB4,234.2 million
in 2017, primarily due to an increase of RMB351.6 million in sales of chassis trailers, primarily
resulting from the increased orders placed by our existing key customers and new customers, which
was partially offset by a decrease of RMB158.5 million in sales of dry van trailers, primarily due
to decreased sales volumes, reflecting a slower growth of the US road transportation industry.

Sales of parts and components increased by 5.7% from RMB434.5 million in 2016 to
RMB459.2 million in 2017, as our sales of parts and components for dry van trailers in North
America normally increase when our sales of dry van trailers decrease.

Europe

Revenue from Europe increased by 57.9% from RMB1,409.7 million in 2016 to RMB2,225.7
million in 2017, primarily due to an increase of RMB634.7 million in sales of vehicles and an
increase of RMB132.9 million in sales of parts and components.

Sales of vehicles in Europe increased by 54.1% from RMBI1,172.5 million in 2016 to
RMB1,807.2 million in 2017, mainly due to our increased revenue from sales of curtain-side trailers
and chassis and flatbed trailers, which was mainly attributable to our acquisition of SDC Trailers
in the second half of 2016.
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Sales of parts and components in Europe increased by 97.1% from RMB136.8 million in 2016
to RMB269.7 million in 2017, mainly attributable to our acquisition of SDC Trailers in the second
half of 2016.

Revenue from other businesses in Europe increased by 48.4% from RMB100.3 million in 2016
to RMB148.8 million in 2017, primarily due to the business contributions resulting from our
acquisition of SDC Trailers.

Other Regions

Revenue from other regions increased by 31.0% from RMB1,175.8 million in 2016 to
RMB1,540.5 million in 2017, as we captured the growing market demand in a number of markets,
such as the one-off orders of dry bulk tank trailers in Algeria which generated revenue of
approximately US$16.1 million in 2017.

Cost of Sales, Gross Profit and Gross Margin
Comparisons between 2018 and 2017

Cost of sales increased by 27.2% from RMB16,518.7 million in 2017 to RMB21,008.9 million
in 2018, generally in line with the increase in our total revenue.

Cost of raw materials and consumables used increased from 2017 to 2018, in both absolute
amount and as a percentage of total revenue, primarily due to (i) our strong sales growth in the PRC
and North American markets, (ii) higher raw material expenses, mainly as a result of the increased
steel price in the global market, and (iii) increased purchase of truck chassis in China which have
lower gross margins, as a result of our increased sales volume of dump beds and mixers due to
increased market demand for specialty vehicles used for construction.

Gross profit was RMB3,159,3 million and RMB2,848.3 million in 2018 and 2017,
respectively, and our gross margin was 13.1% and 14.7%, respectively, principally as a result of (i)
our limited ability to pass on the full impact of the increased raw material costs to our customers
and (ii) our increased sales volume of vehicles with lower gross margins, such as truck chassis.

China

Cost of sales from China increased by 29.4% from RMB9,423.5 million in 2017 to
RMB12,196.4 million in 2018, generally in line with our revenue growth in China.

Gross profit from China increased by 15.3% from RMB1,483.8 million in 2017 to
RMB1,710.2 million in 2018, mainly as a result of increased sales of central-axle car carriers and
truck bodies, while the gross margin decreased from 13.6% in 2017 to 12.3% in 2018, primarily due
to (i) our increased sales volume of truck chassis which have lower gross margin and (ii) our limited
ability to pass on the full impact of the increased raw material costs to our customers partly due to
market competition.
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North America

Cost of sales from North America increased by 48.7% from RMB3,801.6 million in 2017 to
RMB5,654.5 million in 2018, generally in line with our revenue growth in North America.

Gross profit from North America increased by 10.0% from RMB891.8 million in 2017 to
RMB980.9 million in 2018, mainly reflecting the increased gross profit from sales of chassis trailers
and, to a lesser extent, parts and components in North America, while the gross margin decreased
from 19.0% in 2017 to 14.8% in 2018, due to the overall decrease in the gross margin of our
products sold in North America which was principally attributable to (i) the lower average exchange

rate of Renminbi against US dollar in 2018 as compared to 2017, as our revenue from the US was

denominated in US dollar while costs of certain raw materials used for goods sold in the US were
denominated in Renminbi, (ii) the increased market prices of steel and aluminum procured in the
US and (iii) the imposition of a 10% tariff on US$200 billion worth of certain Chinese imports to
the US, including semi-trailers manufactured in China, by the US administration in September
2018.

Europe

Cost of sales from Europe increased by 10.0% from RMB1,938.1 million in 2017 to
RMB2,132.2 million in 2018, generally in line with our revenue growth in Europe.

Gross profit from Europe increased slightly from RMB287.7 million in 2017 to RMB302.9
million in 2018, as a result of increased sales of other products such as swap bodies and chassis and
flatbed trailers, while the gross margin decreased from 12.9% in 2017 to 12.4% in 2018, primarily
due to the increased raw material costs which we were not able to fully pass on to our customers
partly due to market competition,

Other Regions

Cost of sales from other regions decreased by 24.3% from RMB1,355.5 million in 2017 to
RMB1,025.9 million in 2018, generally in line with the decrease in our revenue from other regions.

Gross profit from other regions decreased by 10.6% from RMB185.0 million in 2017 to
RMB165.3 million in 2018, primarily due to the decreased sales of dry bulk tank trailers in Algeria
and mixers and fence trailers in the Southeast Asian market, while the gross margin increased from
12.0% in 2017 to 13.9% in 2018, primarily due to the increased sales of our mixers installed on
truck chassis and sold as fully-assembled mixer trucks mainly benefiting from the fluctuations in
exchange rates.

Comparisons between 2017 and 2016

Cost of sales increased by 33.8% from RMB12,349.9 million in 2016 to RMB16,518.7 million
in 2017, generally in line with our overall revenue growth.

- 266 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

Our costs of raw materials and consumables used increased from 2016 to 2017, in both
absolute amount and as a percentage of total revenue, primarily due to (i) our strong sales growth
across the world, (ii) higher raw material costs, mainly as a result of the increased steel price in the
global market, and (iii) the increased purchase of truck chassis in China, as a result of an increase
in sales of dump beds and mixers due to increased market demand for specialty vehicles for
construction.

Gross profit increased by 29.1% from RMB2,205.7 million in 2016 to RMB2,848.3 million in
2017, and our gross margin decreased from 15.2% in 2016 to 14.7% in 2017, principally due to (i)
increased raw material costs which we were unable to fully pass on to our customers due partly to
market competition and (ii) an increase in sales volume of vehicles with lower gross margins, such
as truck chassis.

China

Cost of sales from China increased by 46.3% from RMB6,442.7 million in 2016 to
RMB9,423.5 million in 2017, generally in line with our revenue growth in China.

Gross profit from China increased by 42.2% from RMBI1,043.8 million in 2016 to
RMB1,483.9 million in 2017, while our gross margin remained relatively stable at 13.9% and 13.6%
in 2016 and 2017, respectively.

North America

Cost of sales from North America increased slightly from RMB3,662.4 million in 2016 to
RMB3,801.6 million in 2017, generally in line with our slight increase in revenue in North America.

Gross profit from North America increased by 8.6% from RMB821.3 million in 2016 to
RMBg891.8 million in 2017, while the gross margin increased from 18.3% in 2016 to 19.0% in 2017,
principally due to the increased gross margin of chassis trailers and refrigerated trailers due to the
higher average exchange rate of Renminbi against the US dollar_in 2017 as compared to 2016.

Europe

Cost of sales from Europe increased by 60.8% from RMB1,205.1 million 2016 to RMB1,938.1
million in 2017, mainly due to our acquisition and consolidation of SDC Trailers.

Gross profit from Europe increased by 40.7% from RMB204.5 million in 2016 to RMB287.7
million in 2017, while the gross margin decreased from 14.5% in 2016 to 12.9% in 2017, primarily
due to changes in our product mix and the resulting increased sales of chassis and flatbed trailers
which have lower gross margins than other products sold in Europe, following our acquisition and
consolidation of SDC Trailers in the second half of 2016.

Other Regions

Cost of sales from other regions increased by 30.4% from RMB1,039.7 million in 2016 to
RMB1,355.5 million in 2017, generally in line with our revenue increase from other regions.
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Gross profit from other regions increased by 35.9% from RMB136.1 million in 2016 to
RMB185.0 million in 2017, and the gross margin remained relatively stable at 11.6% and 12.0% in
2016 and 2017, respectively.

Selling and Distribution Expenses
Comparisons between 2018 and 2017

Selling and distribution expenses decreased slightly from RMB596.7 million in 2017 to
RMB574.0 million in 2018, primarily due to (i) the decreased business development expenses, as
we focused more business development efforts on key clients and therefore incurred lower traveling
and other business development costs for developing other clients, and (ii) the decreased warranty
expenses primarily as we accrued less expenses for less vehicle repairs provided, reflecting our
improved product quality. As a percentage of revenue, selling and distribution expenses decreased
from 3.1% in 2017 to 2.4% in 2018.

Comparisons between 2017 and 2016

Selling and distribution expenses increased by 22.8% from RMB486.1 million in 2016 to
RMB596.7 million in 2017. This was primarily due to the overall increase in our marketing
activities and acquisition and consolidation of SDC Trailers. As a percentage of revenue, selling and
distribution expenses decreased slightly from 3.3% in 2016 to 3.1% in 2017.

Administrative Expenses
Comparisons between 2018 and 2017

Administrative expenses increased by 19.4% from RMB1,022.2 million in 2017 to
RMB1,220.6 million in 2018. This was primarily due to (i) our increased office and traveling
expenses, mainly as a result of the increased materials used for research and development activities,
(ii) our increased employee benefit expenses, as a result of increased performance-based
compensation, (iii) the increased testing fees to support some of our development projects and (iv)
our recognition of [REDACTED] expense in 2018. As a percentage of revenue, administrative

expenses decreased slightly from 5.3% in 2017 to 5.1% in 2018.
Comparisons between 2017 and 2016

Administrative expenses increased by 18.8% from RMB860.1 million in 2016 to RMB1,022.2
million in 2017. This was primarily due to (i) our increased employee benefit expenses, as a result
of increased performance-based compensation, (ii) office and traveling expenses, generally
reflecting our business expansion, and (iii) the increased consultancy and professional services fees
as a result of our increased commissioning of services from consulting firms. As a percentage of
revenue, administrative expenses decreased from 5.9% in 2016 to 5.3% in 2017.
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Net Impairment (Losses)/Gains on Financial Assets and Financial Guarantee Contracts
Comparisons between 2018 and 2017

Net impairment gains on financial assets and financial guarantee contracts increased from
RMB11.6 million in 2017 to RMB16.3 million in 2018, primarily reflecting the reduced credit risk
of our customers and our enhanced business operation and management.

Comparisons between 2017 and 2016

Net impairment losses or gains on financial assets and financial guarantee contracts changed
from net impairment losses of RMB40.4 million in 2016 to net impairment gains of RMBI11.6
million in 2017, primarily reflecting the reduced credit risk of our customers as a result of the
favorable market environment in 2017.
Other Income
Comparisons between 2018 and 2017

Other income increased by 18.4% from RMB133.5 million in 2017 to RMB158.0 million in

2018, primarily due to (i) increased sales of scraps in line with our business expansion and (ii)
increased income from provision of value-added services, including principally procurement of

certifications for customers.
Comparisons between 2017 and 2016

Other income increased by 8.0% from RMB123.6 million in 2016 to RMB133.5 million in
2017. This was primarily due to (i) increased service income from our management of vehicle parks
and provision of related services and (ii) increased income from sales of scraps in line with our
business expansion.

Net Other Gains/(Losses)
Comparisons between 2018 and 2017

Net other gains and losses changed from net losses of RMB59.4 million in 2017 to net gains
of RMB82.5 million in 2018, primarily due to (i) net gains on disposal of certain of our subsidiaries,
(ii) gains from fair value adjustment of investment properties based on our property evaluation of
the vehicle parks and (iii) a decrease in net foreign exchange losses as a result of the depreciation
of the Renminbi against the US dollar in 2018.

Comparisons between 2017 and 2016
Other net gains or losses changed from net gains of RMB99.8 million in 2016 to net losses
of RMB59.4 million in 2017, as a result of (i) a decrease in gains from the fair value adjustment

of investment properties based on our property evaluation and (ii) an increase in net foreign
exchange losses as a result of the appreciation of the Renminbi against the US dollar in 2017.

-269 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT THE INFORMATION MUST
BE READ IN CONJUNCTION WITH THE SECTION HEADED “WARNING” ON THE COVER OF THIS DOCUMENT.

FINANCIAL INFORMATION

Net Finance Income/(Costs)
Comparisons between 2018 and 2017

Net finance costs increased by 82.8% from RMB40.7 million in 2017 to RMB74.4 million in
2018, primarily due to our increased interest expenses as a result of a higher average balance of
borrowings and interest rates.
Comparisons between 2017 and 2016

Net finance costs increased by 72.5% from RMB23.6 million in 2016 to RMB40.7 million in
2017, as a result of our relatively large increase in interest expenses on borrowings due to a higher
average balance of borrowings to support our business.
Share of Profits/(Losses) of Associates and a Joint Venture
Comparisons between 2018 and 2017

Share of profits or losses of associates and a joint venture changed from losses of RMB2.7
million in 2017 to profits of RMBS5.8 million in 2018, mainly due to increases in profits from three
of our associates.
Comparisons between 2017 and 2016

Share of profits or losses of associates and a joint venture changed from profits of RMB4.2
million in 2016 to losses of RMB2.7 million in 2017, primarily because (i) certain of our newly
established associates were at an early stage of their operations and (ii) certain of our associates in
China experienced a decrease in their profits in light of a market downturn.
Profit before Income Tax

Comparisons between 2018 and 2017

As a result of the foregoing, our profit before income tax increased by 22.1% from
RMB1,271.7 million in 2017 to RMB1,552.8 million in 2018.

Comparisons between 2017 and 2016

As a result of the foregoing, our profit before income tax increased by 24.3% from
RMB1,023.2 million in 2016 to RMB1,271.7 million in 2017.

Income Tax Expense
Comparisons between 2018 and 2017
Our income tax expense increased by 23.3% from RMB260.2 million in 2017 to RMB320.8

million in 2018. Our effective tax rate was 20.5% and 20.7% in 2017 and 2018, respectively.
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Comparisons between 2017 and 2016

Income tax expense decreased slightly from RMB270.4 million in 2016 to RMB260.2 million
in 2017. Our effective tax rate decreased from 26.4% in 2016 to 20.5% in 2017. The decreases in
both the income tax expenses and the effective tax rate were due primarily to a change to our
revenue mix because, as compared to 2016, we had a relatively reduced portion of taxable income

from the US which has a higher corporate income tax rate,
Profit for the Year
Comparisons between 2018 and 2017

As a result of the foregoing, our profit for the year increased by 21.8% from RMB1,011.5
million in 2017 to RMB1,232.0 million in 2018.

Comparisons between 2017 and 2016

As a result of the foregoing, our profit for the year increased by 34.4% from RMB752.8
million in 2016 to RMB1,011.5 million in 2017.

LIQUIDITY AND CAPITAL RESOURCES
Overview

Historically, we have funded our working capital primarily from cash generated from our
business operations, related parties borrowings, bank loans and equity contributions from our
Shareholders. As of April 30, 2019, we had cash and cash equivalents of RMB2,264.1 million.

After the [REDACTED], we intend to finance our future capital requirements from cash
generated from our business operations and bank loans, together with debt financing and the net
proceeds from the [REDACTED]. We do not anticipate any material changes to the availability of
financing to fund our operations in the future. During the Track Record Period, we did not
experience any significant difficulties in obtaining or renewing our borrowings and bank loans.

Taking into account the net proceeds from the [REDACTED] and the financial resources
available to us, including cash and cash equivalents, cash flows from operating activities and
available banking facilities, our Directors believe that we have sufficient working capital for our
present requirements, that is, for at least 12 months from the date of this document.

The following discussion of liquidity and capital resources principally focuses on our
consolidated statements of cash flows, assets and liabilities, and indebtedness.
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Cash Flows

The following table sets forth selected cash flow statement information for the years

indicated:
Year ended December 31,
2016 2017 2018
(RMB in millions)

Net cash generated from operating activities . . . . ... .. 1,197.6 1,782.1 1,083.3
Net cash used in investing activities . . . . . . ... ... .. (1,518.6) (438.0) (10.3)
Net cash generated from/(used in) financing activities. . . . 1,057.7 (278.9) (1,309.6)
Net increase/(decrease) in cash and cash equivalents. . . . . 736.7 1,065.2 (236.6)
Cash and cash equivalents at the beginning of the year . . . 998.0 1,780.3 2,810.8
Exchange gains/(losses) on cash and cash equivalents . . . . 45.6 (34.7) 42.8
Cash and cash equivalents at the end of the year . . . . . 1,780.3 2,810.8 2,617.0

Operating Activities

Our net cash generated from operating activities consists primarily of revenue from our sales
of vehicles, parts and components and other businesses. Net cash generated from operating
activities reflects: (i) profit before taxation adjusted for non-operating items such as finance costs
and non-cash items, such as depreciation and amortization, (ii) the effect of movements in working
capital, such as increase or decrease in receivables, payables and inventories, and (iii) income tax
paid.

In 2018, we had net cash generated from operating activities of RMB1,083.3 million,
representing cash generated from operations of RMB1,374.9 million less income tax paid of
RMB291.6 million. Cash generated from operations was primarily attributable to our profit before
income tax of RMB1,552.8 million, adjusted for (i) non-cash and non-operating items, primarily
comprising depreciation of property, plant and equipment of RMB258.0 million and finance costs
of RMB140.8 million, and (ii) negative movements in working capital. The negative movements in
working capital were mainly attributable to (i) an increase in receivables of RMB764.2 million,
mainly attributable to our increased sales especially in China and North America, and (ii) an
increase in inventories of RMB469.0 million, due to our overall sales growth, especially reflecting
the higher market demand in China and North America, partially offset by an increase in payables
of RMB596.5 million, primarily due to our increased purchase of raw materials as a result of the
increased sales in China and North America.
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In 2017, we had net cash generated from operating activities of RMB1,782.1 million,
representing cash generated from operations of RMB2,100.3 million less income tax paid of
RMB318.2 million. Cash generated from operations was primarily attributable to our profit before
income tax of RMB1,271.7 million, adjusted for (i) non-cash and non-operating items, primarily
comprising depreciation of property, plant and equipment of RMB222.6 million, and (ii) positive
movements in working capital, primarily attributable to an increase in payables of RMB820.8
million, mainly due to an increase in dividend payables and increase in payroll and welfare payables
in line with our business growth, partially offset by an increase in inventories of RMB331.7 million
in response to our increased sales volume.

In 2016, we had net cash generated from operating activities of RMB1,197.6 million,
representing cash generated from operations of RMB1,399.4 million less income tax paid of
RMB201.8 million. Cash generated from operations was primarily attributable to our profit before
income tax of RMB1,023.2 million, adjusted for (i) non-cash and non-operating items, primarily
comprising the depreciation of property, plant and equipment of RMB219.3 million, and (ii)
positive movements in working capital, primarily attributable to an increase in payables of

RMB1,157.8 million, primarily due to the increased payables for raw materials as a result of a

substantial increase in purchase orders for raw materials, parts and components for production,

partially offset by (a) an increase in inventories of RMBS519.3 million, in response to our increased

sales volume, and (b) an increase in receivables of RMB628.1 million, as a result of a substantial

increase in sales orders.

Investing Activities

Our cash used in investing activities primarily consists of our payments for property, plant and
equipment, intangible assets, investment properties and land use rights, payment for the acquisition
of subsidiaries, loans to related parties and payment for acquisition of associates. Our cash inflows
from investing activities primarily consist of repayments of loans by related parties and proceeds
from the disposal of property, plant and equipment, intangible assets, investment properties and
land use rights.

In 2018, our net cash used in investing activities was RMB10.3 million, primarily due to
payments for property, plant and equipment, intangible assets, investment properties and land use
rights of RMB869.9 million, mainly due to the purchase of fixed assets and other equipment to
support our business expansion. The cash outflow was partially offset by (i) proceeds from disposal
of financial asset at fair value through profit or loss of RMB419.9 million from disposal of certain
wealth management products, (ii) proceeds from disposals of subsidiaries of RMB190.3 million,
mainly due to disposals of certain vehicle parks, and (iii) repayment of loans by related parties of
RMB162.3 million.

In 2017, our net cash used in investing activities was RMB438.1 million, primarily due to (i)
payments for property, plant and equipment of RMB496.5 million, mainly relating to the purchase
of fixed assets and other equipment to support our daily operation, (ii) payment for the acquisition
of financial assets at fair value through profit or loss of RMB408.0 million, mainly relating to
payments for purchasing wealth management products, (iii) loans to related parties of RMB162.3
million and (iv) payment for acquisition of subsidiaries, net of cash acquired of RMB155.9 million,
which reflected the cash paid as earn-out in the acquisition of SDC Trailers. The cash outflow was
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partially offset by (i) repayment of loans by related parties of RMB628.9 million and (ii) proceeds
from the disposal of property, plant and equipment, intangible assets, investment properties and
land use rights of RMB133.5 million, mainly relating to our disposal and scrapping of certain
obsolete fixed assets.

In 2016, our net cash used in investing activities was RMB1,518.6 million, primarily due to
(i) loans to related parties of RMB814.9 million, (ii) payments for property, plant and equipment,
intangible assets, investment properties and land use rights of RMB606.7 million to support our
business expansion, (iii) payment for acquisition of a subsidiary, net of cash required, of RMB575.0
million, mainly relating to payment for the acquisition of SDC Trailers, and (iv) payments for
acquisition of associates of RMB118.5 million, mainly relating to the acquisition of equity interests
in China. The cash outflow was partially offset by (i) repayment of loans by related parties of
RMB407.0 million and (ii) proceeds from the disposal of property, plant and equipment, intangible
assets, investment properties and land use rights and other non-current assets of RMB124.0 million,
mainly relating to our disposal and scrapping of certain old and obsolete fixed assets.

Financing Activities

Our net cash generated from financing activities primarily consists of the proceeds of
borrowings from related parties and proceeds from bank borrowings. Our cash used in financing
activities primarily consists of the repayment of borrowings from related parties, dividends paid to
our Shareholders and repayment of bank borrowings.

In 2018, our net cash used in financing activities was RMB1,309.6 million, primarily due to
(i) repayment of borrowings from related parties of RMB1,937.6 million; (ii) repayment of bank
borrowings of RMB860.1 million; and (iii) dividends paid to our Shareholders of RMB611.7
million. The cash outflows were partially offset by proceeds from bank borrowings of RMB1,430.4

million and proceeds of borrowings from related parties of RMB1,047.7 million.

In 2017, our net cash used in financing activities was RMB278.9 million, primarily due to (i)
repayments of bank borrowings of RMB786.1 million, (ii) dividends paid to our Company’s
Shareholders of RMB449.0 million, and (iii) repayment of borrowings from related parties of
RMB417.5 million. The cash outflows were partially offset by (i) proceeds from bank borrowings
of RMB777.4 million and (ii) proceeds of borrowings from related parties of RMB725.0 million.

In 2016, our net cash generated from financing activities was RMB1,057.7 million, primarily
due to (i) proceeds from bank borrowings of RMB1,471.8 million, (ii) proceeds from capital
contribution of RMB1,289.6 million, and (iii) proceeds of borrowings from related parties of
RMB256.0 million. The cash inflows were partially offset by (i) repayments of bank borrowings of
RMB1,421.1 million, (ii) repayment of borrowings from related parties of RMB232.6 million and
(iii) dividends paid to our Shareholders of RMB150.6 million.
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CURRENT ASSETS AND LIABILITIES

The following table sets forth the components of our current assets and liabilities as of the

dates indicated:

Current assets

Inventories . . . ... .. ... .. ... ... ... .
Tax recoverable. . . . . ... ... ... .......
Other current assets . . . . ... ... ........
Contract costs. . . . .. ... .............
Trade and bill receivables. . . . .. ... ... ...
Prepayments and other receivables. . . . . . .. ..
Loan to related parties. . . . . .. ... ... ....
Financial asset at fair value through profit or loss.
Derivative financial instruments . . . . . ... ...
Restricted cash . . . . ... ... ... ... ...
Cash and cash equivalents . . . ... ... .....

Assets classified as held forsale. . . .. ... ...
Total current assets. . . . ... ... ........

Current liabilities

Derivative financial instruments . . . . . ... ...
Trade and bill payables . . . . ... ... ... ....
Other payables and accruals . . . .. ... ... ..
Contract liabilities . . . . .. ... ... ... ....
Borrowings . . . . ... oL
Income tax liabilities. . . . . . ... ... ... ...
Provisions. . . . ... ... ... ...
Deferred income . . . . ... .. ... ... ...

Other current liabilities . . . . ... ... ... ...

Liabilities directly associated with assets
classified as held forsale. . . . . ... ... ...

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

Net current assets. . . . . .. ... .........

December 31, April 30,
2016 2017 2018 2019
(RMB in millions)
3,293.3 3,560.3 3,582.3 4,068.5
115.3 99.1 125.3 144.7
6.8 7.3 12.5 5.7
- - 10.9 13.9
2,844.0 2,817.4 3,567.4 4,051.4
557.4 632.2 706.8 586.0
719.2 252.5 174.8 -
- 408.0 - -
1.3 1.5 3.5 3.7
84.6 172.0 140.1 203.1
1,780.3 2,810.8 2,617.0 2,264.1
203.8 235.3 197.9 197.9
9,605.9 10,996.5 11,138.7 11,539.0
4.2 1.4 0.4 1.8
2,578.7 2,607.6 3,066.5 4,127.6
1,822.6 2,670.9 1,876.2 2,170.4
660.8 801.2 586.8 623.5
1,013.3 2,265.9 1,980.6 1,387.2
144.6 92.3 103.2 101.3
104.2 114.3 132.8 137.5
- - 398.9 399.0
1.6 0.1 0.2 -
- 14.9 - -
6,330.1 8,568.6 8,145.6 8,948.3
3,275.8 2,427.9 2,993.0 2,590.7
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Our net current asset decreased by 13.4% from RMB2,993.0 million as of December 31, 2018
to RMB2,590.7 million as of April 30, 2019, as a result of the increase in our current liabilities
outpaced the increase in our current assets. The increase in our current assets was primarily
attributable to (i) an increase of RMB486.2 million in inventories, mainly as a result of the

anticipated increase in sales in the coming peak months, (ii) an increase of RMB484.0 million in
trade and bill receivables, mainly reflecting our increased sales, partially offset by a decrease of
RMB352.9 million in cash and cash equivalents, mainly as a result of repayment of borrowings and

the payment for acquisition of equity interests in Qingdao Special Vehicle and Qingdao Reefer. The

increase in our current liabilities was mainly attributable to (i) an increase of RMB1,061.1 million

in trade and bill payables, primarily due to our increased purchase of raw materials due to our
overall sales growth, especially in China and North America and preparation for anticipated
increase in sales in the coming peak months, and (ii) an increase of RMB294.2 million in other

payables and accruals, primarily due to a dividend of RMB400.0 million approved by our
Shareholders on March 31, 2019 and paid with our own cash by June 17, 2019, partially offset by
a decrease of RMB593.4 million in borrowings as we repaid certain amount of our borrowings,

primarily our loans from related parties.

Our net current assets increased by 23.3% from RMB2,427.9 million as of December 31, 2017
to RMB2,993.0 million as of December 31, 2018, as a result of the increase in our current assets
and the decrease in our current liabilities. The increase in our current assets was primarily
attributable to an increase of RMB750.0 million in trade and bill receivables mainly reflecting our
increased sales, especially in China and North America, partially offset by (i) a decrease of
RMB408.0 million in financial assets at fair value through profit or loss, mainly relating to disposal
of certain wealth management products and (ii) a decrease of RMB193.8 million in cash and cash
equivalents, mainly as a result of dividend payment and repayment of loans due to related parties.
The decrease in our current liabilities was mainly attributable to (i) a decrease of RMB794.7 million
in other payables and accruals, primarily due to a decrease in dividends payable, and (ii) a decrease
of RMB285.3 million in short-term borrowings mainly as a result of repayment of loans from
related parties as they reached maturity, partially offset by an increase of RMB458.9 million in our
trade and bill payables due to our overall growth.

Our net current assets decreased by 25.9% from RMB3,275.8 million as of December 31, 2016
to RMB2,427.9 million as of December 31, 2017, as the increase in our current liabilities outpaced
the increase in our current assets. The increase in our current assets was primarily attributable to
an increase of RMB1,030.5 million in cash and cash equivalents, partially offset by a decrease of
RMB466.7 million in loans to related parties, as a result of our collection of loans from related
parties. The increase in our current liabilities was mainly attributable to (i) an increase of
RMB1,252.6 million in our borrowings, mainly as certain long-term borrowings were reclassified
as short-term borrowings, and (ii) an increase of RMB848.3 million in other payables and accruals,
mainly due to an increase in dividends payable.
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Inventories

Our inventories mainly comprise raw materials and spare parts and components, such as steel,
axles and tires, used in our production, work-in-progress and finished goods.

The following table sets forth details of our inventories as of the dates indicated:

December 31,

2016 2017 2018

(RMB in millions)

Finished goods . . . .. .. ... ... .. ... ... ... 1,118.7 1,494 .4 1,251.5
Raw materials . . . . . . . . . ... ... . 1,138.2 1,246.9 1,486.1
Work-in-progress . . . . . . . ... 1,035.8 854.8 834.4
Spare partS. . . . ... 185.4 157.5 190.7

3,478.1 3,753.7 3,762.7
Less: Provisions for impairment . . . .. ... ........ (184.8) (193.3) (180.4)
Total . . . . . . . ... 3,293.3 3,560.3 3,582.3

Our inventories increased slightly from RMB3,560.3 million as of December 31, 2017 to
RMB3,582.3 million as of December 31, 2018.

Our inventories increased by 8.1% from RMB3,293.3 million as of December 31, 2016 to
RMB3,560.3 million as of December 31, 2017, mainly as a result of the anticipated increase in sales

in China and Europe.

The following table sets forth the number of our inventory turnover days for the years

indicated:
Year ended December 31,
2016 2017 2018
(days)
Inventory turnover days™ . . . .. ... ... ... ... ... 88 76 62

(1) Inventory turnover days for a year equals to the average of the opening and closing inventory balances of the indicated
year divided by the cost of sales for such year and multiplied by 365 days,
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Our inventory turnover days decreased from 88 days in 2016 to 76 days in 2017, which further
decreased to 62 days in 2018, due primarily to our business growth and the resulting faster turnover.

As of April 30, 2019, approximately RMB 5 million, or 82.7%, of our inventories as of

3.111.
December 31, 2018, have been subsequently consumed or sold.

Trade and Bill Receivables

Trade receivables are amounts due from customers for goods sold or services performed in the
ordinary course of business. Changes in our trade receivables during the Track Record Period
primarily corresponded to the changes in our overall sales and revenue.

The following table sets forth details of our receivables as of the dates indicated:

December 31,

2016 2017 2018

(RMB in millions)

Trade receivables — third parties . . . . .. ... ... .... 2,330.3 2,245.6 2,713.5
Trade receivables — related parties . . . . . .. ... ... .. 59.2 72.7 72.0
Total trade receivables . . . . . . ... ... ... ....... 2,389.5 2,318.3 2,785.5
Bill receivables — third parties . . ... ... ... ...... 608.0 672.2 891.4
Bill receivables — related parties . . . . .. ... ... .... 52.0 5.5 31.6
Total bill receivables . . . ... .. ... ... ........ 660.0 677.7 923.0
Total receivables . . . . . . . ... ... ... ......... 3,049.5 2,996.0 3,708.5
Less: allowance for impairment. . . . . .. ... ... .. .. (205.5) (178.6) (141.1)
Net receivables . . . . . ... ... ... ... ......... 2,844.0 2,817.4 3,567.4

Our trade and bill receivables increased by 26.6% from RMB2,817.4 million as of December
31, 2017 to RMB3,567.4 million as of December 31, 2018, mainly reflecting our increased sales,
especially in China and North America.

Our trade and bill receivables decreased slightly from RMB2,844.0 million as of December
31, 2016 to RMB2,817.4 million as of December 31, 2017, primarily due to a decrease in trade
receivables from third parties as a result of our enhanced receivable collection efforts and reflecting
our increased sales in the fourth quarter of 2016 in China due to jmplementation of GB1589-2016,
in July 2016,
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The following is an aging analysis based on the recognition date of trade receivables as of the
respective invoice dates:

December 31,

2016 2017 2018

(RMB in millions)

Trade receivables

Within three months . . . . . ... ... ... ... ...... 1,579.6 1,509.3 2,274.9
Three to twelve months . . . .. ... ... ... ....... 482.8 586.2 326.7
One to tWO Years . . . . . v v v vt 139.5 74.3 86.8
OVer tWO Years . . . . . o v v v v it i e e e 187.6 148.4 97.1
Total . . . . . . . . .. 2,389.5 2,318.3 2,785.5

During the Track Record Period, a substantial proportion of our trade and bill receivables were
outstanding for less than one year. We typically grant our customers a credit term of less than 90
days. The following table sets forth the number of turnover days for our trade and bill receivables
for the years indicated:

Year ended December 31,

2016 2017 2018

(days)

Trade and bill receivables turnover days™™ . . .. ... ... 66 53 48

(1) Trade and bill receivables turnover days for a_year equals to the average of the opening and closing trade and bill
receivables divided by revenue for the same year and multiplied by 365 days,

Our trade and bill receivables turnover days decreased from 2016 to 2018 due to our more
effective receivable management measures.

As of April 30, 2019, approximately RMB 0 million, or 81.4%, of our total trade and bill

3,019.
receivables as of December 31, 2018, have been subsequently settled.
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Prepayments and Other Receivables

The following table sets forth details of our prepayments and other receivables as of the dates

indicated:
December 31,
2016 2017 2018
(RMB in millions)

Prepayment for raw materials . . . . . ... ... ... ... 218.3 328.6 338.9
Prepayment to related parties . . . . . . ... ... ... ... 1.7 9.7 5.1
Prepayment for [REDACTED] expense . . . . ... ... .. - - 16.9

220.0 338.3 361.0
Less: provision for impairment . . . . . .. ... ... .... (5.8) (8.0) (6.5)

214.2 330.3 354.5
Amounts due from related parties. . . . . .. ... ... ... 57.3 49.5 63.9
Refundable tax . . ... ... ... ... ... ... ... .. 10.6 53.1 56.5
Rental and other deposits . . . . . ... ... ... ...... 70.9 70.9 78.9
Disbursement of vehicle loans. . . . . ... ... ... .... 146.6 98.1 55.3
Other receivables from staffs and third parties . . . . . . .. 113.7 61.9 78.8
Others . . . . . . . .. 72.7 61.5 81.1

471.8 395.0 414.4
Less: Provision for impairment . . . . . . ... ... ... .. (128.6) 93.1) (62.1)

343.2 301.9 352.3
Net prepayments and other receivables . . . . ... .. .. 557.4 632.2 706.8

Our prepayments and other receivables increased by 11.8% from RMB632.2 million as of
December 31, 2017 to RMB706.8 million as of December 31, 2018, primarily due to (i) an increase
of RMB19.6 million in others mainly relating to receivables as a subsidiary sold its equity interests
in a joint venture, (ii) prepayment for [REDACTED] expense of RMB16.9 million in 2018 as
compared to nil in 2017, (iii) an increase of RMB16.9 million in other receivables from staff and

third parties, mainly relating to increased rebates from our suppliers because of our increased
purchase of raw materials and (iv) an increase of RMB14.4 million in amounts due from related

parties, mainly due to increased dividend receivable due from related parties, which was partially
offset by decrease of RMB42.8 million in disbursement of vehicle loans principally as certain

defaulted customers repaid us the outstanding amount guaranteed and payable to banks by us.

Our prepayments and other receivables increased by 13.4% from RMB557.4 million as of
December 31, 2016 to RMB632.2 million as of December 31, 2017, primarily due to an increase
of RMB110.3 million in the prepayment of raw materials, partially offset by (i) a decrease of
RMBS51.8 million in other receivables from staff and third parties as we fully recovered certain
receivables from a third party who was a shareholder of SDC Trailers before our acquisition and (ii)
a decrease of RMB48.5 million in disbursement of vehicle loans, principally as certain defaulted
customers repaid us the outstanding amount guaranteed and payable to banks by us.
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Trade and Bill Payables
Trade payables are obligations to pay for goods or services that have been acquired from
suppliers in the ordinary course of business. Our trade and bill payables primarily comprise

payables for raw materials for our production.

December 31,

2016 2017 2018

(RMB in millions)

Third parties. . . . .. ... ... o 2,454.2 2,564.5 2,962.6
Related parties. . . . . . ... ... .. oL 124.5 43.1 103.9
Total . . . . . ... ... 2,578.7 2,607.6 3,066.5

Our trade and bill payables increased by 17.6% from RMB2,607.6 million as of December 31,
2017 to RMB3,066.5 million as of December 31, 2018, primarily due to our increased purchase of
raw materials due to our overall sales growth especially in China and North America.

Our trade and bill payables increased slightly from RMB2,578.7 million as of December 31,
2016 to RMB2,607.6 million as of December 31, 2017.

The following is an aging analysis of our trade and bill payables by invoice date:

December 31,

2016 2017 2018

(RMB in millions)

Within one month. . . . . . . .. .. ... ... ... ..., 1,115.0 1,060.5 1,786.7
Onetotwomonths . . . . ... ... ... ... ........ 574.5 919.0 442.4
Two to three months . . . . . ... ... ... .. ....... 535.6 383.7 603.7
Over three months . . . . . ... ... ... ... ....... 353.6 244.4 233.8
Total . . . . . . ... ... 2,578.7 2,607.6 3,066.5

During the Track Record Period, a substantial proportion of our trade payables were
outstanding for less than three months. We settle most of our trade payables within 30 to 90 days
from receipt of supplies and invoice with cash or bank acceptance advances of a term within six
months, while typically our suppliers granted us a credit term of 30 to 90 days.
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The following table sets forth the turnover days of our trade and bill payables for the years
indicated:

Year ended December 31,

2016 2017 2018

(days)
Trade and bill payables turnover days™ . .. ... ... .. 66 57 49

(1) Trade and bill payables turnover days for a year equals the average of the opening and closing trade and bill payables
divided by cost of sales for the relevant year and multiplied by, 365 days,

Our trade and bill payables turnover days decreased from 66 days in 2016 to 57 days in 2017,
mainly as a result of our increased purchase towards the end of 2016 due to our overall business
growth driven by the implementation of GB1589-2016_in July 2016. Our trade and bill payables
turnover days further decreased to 49 days in 2018, as the increases of our revenue and business

growth outpaced the increases in payables, and as we expedited our payments to suppliers for
procurement discount.

As of April 30, 2019, approximately RMB2,564.7 million, or 83.6%, of our trade and bill
payables as of December 31, 2018, have been subsequently settled.

Other Payables and Accruals
Our payables and accruals primarily consist of payroll and welfare payables, dividends
payable, accrued expenses, amounts due to related parties, deposits and temporary receipts, freights

expenses accrued, deposits for quality guarantee and other taxes payables.

The following table sets forth details of our other payables and accruals as of the dates
indicated:

December 31,

2016 2017 2018

(RMB in millions)

Payroll and welfare payables . . . . ... ... ........ 369.3 478.5 561.9
Dividends payable . . . . ... ... ... ... ... ... 47.6 721.4 -
Accrued eXpenses. . . . .. ... i e 229.0 334.8 353.8
Amounts due to related parties . . . . .. ... ... ... .. 358.8 458.0 270.0
Deposits and temporary receipts . . . . . .. ... ... ... 76.8 98.3 146.8
Freights expenses accrued . . . . . ... ... ... ...... 42.3 110.9 110.2
Deposits for quality guarantees . . . . . . ... ... ..... 179.6 129.2 104.0
Other taxes payables . . . . . . ... ... ... ........ 126.3 86.7 111.6
Contingent consideration. . . . . . .. ... ... ....... 125.5 - -
Dividends payable to non-controlling interests . . . . . . . . 17.4 - -
Financial guarantee for vehicle loans. . . . . ... ... ... 39.5 22.3 23.7
Payables for equipment and land use rights . . . . . ... .. 8.1 17.8 11.2
[REDACTED] expense . . . . . . . ... - - 12.6
Others . . . . . . . .. 202.6 213.2 170.3
Total . . . . ... ... ... 1,822.6 2,670.9 1,876.2
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Our other payables and accruals decreased by 29.8% from RMB2,670.9 million as of
December 31, 2017 to RMB1,876.2 million as of December 31, 2018, primarily due to (i) a decrease
of RMB721.4 million in dividends payable, as a result of the dividend declared and settled during
the year, and (ii) a decrease of RMB188.0 million in amounts due to related parties, mainly because
of payments of the outstanding consideration for acquisition of our US subsidiaries.

Our other payables and accruals increased by 46.5% from RMB1,822.6 million as of
December 31, 2016 to RMB2,670.9 million as of December 31, 2017, primarily due to (i) an
increase of RMB673.8 million in dividends payables, (ii) an increase of RMB109.2 million in
payroll and welfare payables, as the number of employees and bonus increased with the growth in
our business scale, and (iii) an increase of RMB105.8 million in accrued expenses primarily in line
with our business growth, partially offset by a decrease of RMB125.5 million in contingent
consideration, as earn-out to the acquisition of SDC Trailers was settled in the second half of 2017.

Balances with Related Parties

We enter into transactions with our related parties from time to time. It is the view of our
Director that each of the related party transactions set out in note 39 to the “Accountant’s Report”
in Appendix I to this document was conducted in the ordinary course of business, on an arm’s length
basis and on normal commercial terms between us and the relevant related parties. Our Directors
are also of the view that our related party transactions during the Track Record Period were
conducted in the ordinary course of business, which would not distort our track record results or
make our historical results unreflective of our future performance.

The following table sets forth balances with related parties as of the dates indicated:

December 31,

2016 2017 2018

(RMB in millions)

Trade and bill receivables . . . . . ... ... ... ...... 111.2 78.2 103.6
Prepayments to related parties. . . . . . ... ... ... ... 1.7 9.7 5.1
Trade and bill payables. . . . . ... ... ... ........ 124.5 43.1 104.0
Cash . . ... . 969.6 1,690.4 1,782.7
Loans to related parties . . . . . ... ... ... ....... 719.2 252.5 174.9
Other receivables . . . . ... ... ... ... . ... ..., . 57.3 49.5 63.9
Loans from related parties. . . . . ... ... ... ...... 1,325.5 1,633.0 900.1
Other payables . . . .. ... ... ... ... . ..., 358.8 458.0 270.0
Contract liabilities . . . . . ... ... ... .. ... ..... 0.8 2.5 0.3

During the Track Record Period, our trade and bill receivables from related parties mainly
related to sales of semi-trailers and truck bodies. Prepayments and trade and bill payables to related
parties mainly related to procurement of raw materials, parts and components, Other receivables
from related parties mainly related to capital injection and deposits. Other payables to related
parties mainly related to equity investments to be paid by us and advances from related parties.

Amount due from, and due to, related parties except for cash and loans to/from related parties,
were unsecured, interest-free and repayable on demand.
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We expect to settle our outstanding loans from related parties using cash from operations and
bank loans and require repayment of our outstanding loans to related parties before the
[REDACTED].

After the [REDACTED], we expect our related party transactions to continue, such as
procurement and sales in the ordinary course of business on an arm’s length basis and on normal
commercial terms between us and the relevant parties.

Financial Asset at Fair Value through Profit or Loss

During the Track Record Period, our financial instruments requiring level 3 measurements
under the fair value classification primarily included bank wealth management products we
acquired from financial institutions. A financial instrument is classified as level 3 if one or more of
the significant inputs is/are not based on observable market data. As of December 31, 2016, 2017
and 2018, our financial asset at fair value through profit and loss amounted to nil, RMB408.0
million and nil, respectively, which were all classified as level 3 financial assets in terms of inputs
to valuation techniques used to measure fair value. See note 3.3 of the Accountant’s Report included
in Appendix I to this document for more details of fair value measurement.

We have implemented internal procedures to ensure the reasonableness of fair value
measurement on the level 3 financial assets. Our finance personnel manage the valuation of level
3 instruments for financial reporting purposes. Our finance personnel manage the valuation exercise
of the financial instruments on a case-by-case basis. The valuation of our Group’s bank wealth
management products was performed by utilizing discounted cash flow model based on the interest
rate provided by the instruments. Our Directors review the fair value measurement of level 3
financial assets, taking into account the significant unobservable inputs and the applicable valuation
techniques, and determine if the fair value measurement of level 3 financial assets is in accordance
with the applicable IFRS.

The reporting accountant’s opinion on our historical financial information for the Track
Record Period is set out in Appendix I to this document.

Our Directors are satisfied with the valuation work for financial assets categorized within
level 3 of fair value measurement in the historical financial information for the purpose of the
preparation of the Accountant’s Report as referred to in Appendix I to this document. Having
considered the unqualified opinion on the historical financial information of the Group as a whole
issued by the reporting accountant included in Appendix I of this document and discussed with the
reporting accountant in relation to the valuation work performed by the Company during the Track
Record Period for financial assets categorized within level 3 of fair value measurement, nothing has
come to the Sole Sponsor’s attention that would cause it to question the relevant valuation work
performed on the level 3 financial assets.
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INDEBTEDNESS

As of December 31, 2016, 2017 and 2018 and April 30, 2019, our borrowings were
RMB2,162.0 million, RMB2,450.2 million, RMB2,291.2 million and RMB1,618.5 million,
respectively. All guaranteed bank borrowings were borrowed by our subsidiaries and guaranteed by

us. As of December 31, 2016, 2017 and 2018 and April 30, 2019, the weighted average interest rate
for long-term borrowings was 4.80%, 2.10%, 4.38% and 3.71%, and that for short-term borrowings
was 4.42%, 4.36%, 4.02% and 4.34%, respectively.

The following table sets forth our interest-bearing bank borrowings as of the dates indicated:

December 31, April 30,
2016 2017 2018 2019
(unaudited)

(RMB in millions)

Long-term borrowings

Loans from related parties'” . . . ... ... 935.0 - 79.6 -
Bank borrowings, guaranteed . . . . . .. .. 213.7 184.3 231.0 231.3
Subtotal . . . . ... ..o 1,148.7 184.3 310.6 231.3

Short-term borrowings

Bank borrowings™. . . . ... ... ... 326.1 415.2 694.6 843.8
Bank borrowings, guaranteed . . . . . .. .. 203.8 118.0 303.5 378.0
Loans from related parties'” . . . ... ... 343.6 1,613.0 655.2 85.0
Loans from related parties, guaranteed . . . 46.9 20.0 165.3 -
Discounted bills . . . . ... ... ... ... 66.6 73.4 162.0 80.4
Interests payable . . . .. ... ........ 26.3 26.3 - -
Subtotal . . . ... ... oo 1,013.3 2,265.9 1,980.6 1,387.2
Total . . .. ... ... .. .. .. .. ... ... 2,162.0 2,450.2 2,291.2 1,618.5

(1) Such borrowings are unsecured and unguaranteed.

Qur short-term borrowings decreased from RMB1,980.6 million as of December 31, 2018 to
RMB1,387.2 million as of April 30, 2019, primarily due to (i) a decrease of RMB735.5 million in
borrowing from related parties, and (ii) an increase of RMB223.7 million in bank borrowings. Our
long-term borrowings decreased from RMB310.6 million as of December 31, 2018 to RMB231.3
million as of April 30, 2019, primarily due to a decrease of RMB79.6 million in borrowings from

related parties.

Our long-term borrowings increased by 68.5% from RMB184.3 million as of December 31,
2017 to RMB310.6 million as of December 31, 2018, primarily due to increased loans from related
parties and banks of RMB79.6 million and RMB46.7 million, respectively, which were used to
repay certain amount of our short-term borrowings. Our short-term borrowings decreased by 12.6%
from RMB2,265.9 million as of December 31, 2017 to RMB1,980.6 million as of December 31,
2018, primarily due to a decrease of RMB957.8 million in unsecured and unguaranteed loans from
related parties as they reached maturity.
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Our long-term borrowings decreased by 83.9% from RMB1,148.7 million as of December 31,
2016 to RMB184.3 million as of December 31, 2017, while our short-term borrowings increased
significantly from RMB1,013.3 million as of December 31, 2016 to RMB2,265.9 million as of
December 31, 2017, as we reclassified a certain amount of long-term borrowings as short-term
borrowings to be due within one year.

The table below sets forth the contractual maturity date of our borrowings as of the dates
indicated below:

December 31, April 30,
2016 2017 2018 2019

(RMB in millions)

Within one year. . . . .. ... ......... 1,013.3 2,265.9 1,980.6 1,387.2
One to tWo years . . . . . . . . ... ... ... 935.0 - 6.6 -
Two to five years . . . . ... ... .. ..... 213.6 184.3 304.0 231.3

Total . . ... ... ... ....... . ..., 2,162.0 2,450.2 2,291.2 1,618.5

As of December 31, 2016, 2017 and 2018 and April 30, 2019, our borrowings with an amount
of RMB1,013.3 million, RMB2,265.9 million, RMB1,980.6 million and RMB_1,387.2 million,
respectively, were due within one year. During the Track Record Period and up to the Latest
Practicable Date, we did not have any material default on our borrowings.

As of April 30, 2019, the latest date for determining our indebtedness for the purposes of this
document, we had RMB4,805.5 million available bank facilities, of which RMB3,310.1 million
were unutilized and unrestricted. Our Directors confirmed that there has not been any material
increase in our indebtedness since April 30, 2019 to the date of this document.

As of the Latest Practicable Date, there was no material restrictive covenant in our
indebtedness which could significantly limit our ability to obtain other bank facilities during the
Track Record Period and up to the Latest Practicable Date. As of the Latest Practicable Date, we
did not have any definitive plan to issue debt securities.

CONTINGENT LIABILITIES

As of the Latest Practicable Date, we were not involved in any material legal, arbitration or
administrative proceedings that were expected to materially and adversely affect our financial
condition or results of operations, although there is no assurance that this will not be the case in the
future.
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Financial Guarantees for Vehicle Loans

We offered tripartite financing arrangements with certain PRC commercial banks and other
non-bank financial institutions, to provide guarantees in respect of banking facilities granted to our
customers who had drawn down loans under banking facilities to settle outstanding payables arising
from purchasing vehicles from us. As of December 31, 2016, 2017 and 2018, the outstanding
balance of the above guarantees provided by us to customers amounted to approximately
RMB1,040.7 million, RMB1,006.3 million and RMB1,253.5 million, respectively. Under the
financial guarantee arrangements, we usually require our customers to provide a counter guarantee
to us such that the customers agree to be responsible for the outstanding principal, interest,
penalties, legal expenses and other relevant expenses incurred, should the customers default on
payments to the banks and if the proceeds from sales of repossessed vehicles are insufficient to
cover the guarantee payments made by us to the banks. In the event that a customer defaults, we
are entitled to repossess the product which had been purchased from us by the customer. In 2016,
2017 and 2018, due to customer default, we paid RMB36.5 million, RMB15.7 million and RMB17.4
million, respectively, to banks under the financial guarantee arrangements, which accounted for
3.5%, 1.6% and 1.4% of the outstanding balance of our guaranteed amount as of the end of the
respective period. In 2016, 2017 and 2018, we collected RMB45.7 million, RMB47.9 million and
RMB38.5 million, respectively, from our customers in default under the financial guarantee
arrangement, which accounted for 4.4%, 4.8% and 3.1%, of the outstanding balance of our
guaranteed amount as of the end of the respective years.

As of the Latest Practicable Date, our Directors confirmed that there has been no material
change in our contingent liabilities since December 31, 2018.

Apart from the foregoing, as of April 30, 2019, the latest date for liquidity disclosure in this
document, we did not have any outstanding mortgage, charges, debentures, other issued debt
capital, bank overdrafts, loans, liabilities under acceptance or other similar indebtedness, hire
purchase and finance lease commitments, any guarantees or other material contingent liabilities.

CAPITAL EXPENDITURES

In 2016, 2017 and 2018, our capital expenditures amounted to RMB606.7 million, RMB496.5
million and RMB869.9 million, respectively. Our capital expenditure was primarily incurred for the
expansion and upgrading of our manufacturing and assembly plants. We funded these expenditures
primarily with cash generated from our operations and bank borrowings.

We expect to incur capital expenditures of approximately RMB1.7 billion in 2019. These
expected capital expenditures are primarily for further expansion and upgrading of our
manufacturing and assembly plants in China, North America and Europe. We expect to finance our
capital expenditures through cash generated from our operations, bank borrowings and net proceeds
from the [REDACTED]. We may adjust our capital expenditures for any given period according to
changes in our development plans or market conditions and other factors we believe to be
appropriate.
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CONTRACTUAL OBLIGATIONS AND COMMITMENTS
Capital Commitments
The following table sets forth out capital commitments for the years indicated:

December 31,

2016 2017 2018

(RMB in millions)

Construction or purchase of buildings and purchase of
land use rights . . . . ... ... .o o 50.3 70.6 72.7

We have funded and will continue to fund a substantial portion of our capital commitments
from operating cash flow and proceeds from borrowings. During the Track Record Period, our
capital commitments were mainly attributable to the construction or purchase of buildings which
had been authorized and contracted.

Operating Lease Commitments

We lease various buildings under non-cancellable operating leases. Generally, the vast
majority of our lease agreements are renewable at the end of the term at market rates. The following
table sets forth our future minimum lease payments under non-cancellable operating leases falling

due as of the dates indicated:

December 31,

2016 2017 2018

(RMB in millions)

No later than one year . . . . . . ... ... ... ....... 0.7 2.2 8.0
Later than one year and no later than five years . . . . . . . 2.4 4.7 10.8
Later than five years . . . . . . ... ... ... ........ 1.6 2.5 2.6
Total . . . . . ... ... 4.7 9.4 21.4

OFF-BALANCE SHEET ARRANGEMENTS

As of December 31, 2018 and the Latest Practicable Date, other than the contingent liabilities
disclosed above, we did not have any material off-balance sheet arrangement.

KEY FINANCIAL RATIOS

As of or for the year ended December 31,

2016 2017 2018
Return on equity . . . . ... ... ... ... ... ... .. 11.3% 14.4% 16.2%
Return on total assets™® . . . ... ... ... ......... 5.5% 6.5% 7.5%
Current ratio™ . . . .. ... ... 1.5 1.3 1.4
Quick ratio™ . ... ... 1.0 0.9 0.9
Gearing ratio™ . . . ... ... 30.5% 35.0% 28.8%
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(1) Equal to annual net profit attributable to owners of the Company divided by the average balance of our total equity
attributable to owners of the Company for the beginning and the end of the year.

(2) Equal to annual net profit divided by the average balance of our total assets for the beginning and the end of the year.
3) Equal to total current assets divided by total current liabilities.
4) Equal to total current assets excluding inventories divided by total current liabilities,

(5) Equal to total debt divided by total equity multiplied by 100%.

Return on Equity

We achieved return on equity of 11.3%, 14.4% and 16.2% in 2016, 2017 and 2018,
respectively. The continual increase in our return on equity from 2016 to 2018 was mainly due to
the increased profitability of our business and a decrease in equity attributable to owners of our
Company as a result of our declaration of dividends in 2017.

Return on Total Assets

We achieved return on total assets of 5.5%, 6.5% and 7.5% in 2016, 2017 and 2018,
respectively. The continual increase in our return on total assets from 2016 to 2018 principally
reflected the enhanced profitability of our business.

Current Ratio and Quick Ratio

Our current ratio was 1.5 times, 1.3 times and 1.4 times as of December 31, 2016, 2017 and
2018, respectively. Our quick ratio was 1.0 times, 0.9 times and 0.9 times as of December 31, 2016,
2017 and 2018, respectively. The increase in our current ratio from 2017 to 2018 was primarily due
to increase in current assets mainly as a result of increased trade and bill receivables, as well as
decrease in current liabilities mainly as a result of decrease in dividends payable.

The decreases in our current ratio and quick ratio from 2016 to 2017 were primarily due to
our current liabilities increased at a faster rate than our current assets, mainly as a result of the
reclassification of long-term borrowings to short-term borrowings, and increase in dividend payable
in 2017.

Gearing ratio

Our gearing ratio was 30.5%, 35.0% and 28.8% as of December 31, 2016, 2017 and 2018,
respectively. The gearing ratio decreased from 35.0% in 2017 to 28.8% in 2018, which was
primarily due to increased total equity as of December 31, 2018 mainly from our increased profit
for the year, while the total debt decreased mainly due to repayment of loans from related parties.
The gearing ratio increased from 30.5% in 2016 to 35.0% in 2017, which was primarily due to (i)
the increase in loans from related parties in 2017 and (ii) a decrease in total equity mainly resulting
from dividends declared in 2017.
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FINANCIAL RISKS

We are exposed to various types of financial risks in the ordinary course of business, including
foreign currency risk, credit risk, liquidity risk and interest rate risk. Our overall risk management
program focuses on the unpredictability of financial markets and seeks to minimize potential
adverse effects on our financial performance in a timely and effective manner. See note 3 in
“Appendix I — Accountant’s Report” to this document.

Foreign Exchange Risk

Foreign exchange risk arises when future commercial transactions or recognized assets and
liabilities are denominated in a currency that is not our entities’ respective functional currency. We
manage our foreign exchange risk by performing regular reviews of our net foreign exchange
exposure and minimize these exposures through entering into foreign exchange forward and swap
contracts. Specifically, our management set up an annual maximum foreign currency exposure and
review the threshold annually. We actively monitor the movement of the foreign currency rates from
time to time and report to our management for review. The terms of our hedging activities are
required to be less than six months or the term of the relevant borrowings. We constantly review
the market environment and our foreign exchange risk profile, and consider appropriate hedging

measures when necessary. The carrying amount of our foreign currency denominated monetary
assets and monetary liabilities at the respective dates of consolidated balance sheets were as

follows:
December 31,
2016 2017 2018
(RMB in millions)

Assets

USdollars . . . .. ... . . 838.5 642.7 739.7
Euro . . . . . . 27.4 17.5 28.2
Japanese yen. . . ... ... 5.8 11.2 30.7
HK dollars. . . . ... . . 0.3 - 1.8
Total . . . . . . ... . 872.0 671.4 800.4
Liabilities

USdollars . . . .. ... . . 309.3 200.3 216.5
Euro . ... ... 27.9 20.8 26.5
Japanese yen. . . . ... ... 1.3 1.3 -
HK dollars. . . . . ... .. . 0.7 0.3 0.3
Total . . . . . ... ... 339.2 222.6 243.3
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The following table shows the sensitivity analysis of a 2.5% change in Renminbi against the
relevant foreign currencies. The sensitivity analysis includes only foreign currency denominated
monetary items and adjusts their translation at the year-end for a 2.5% change in foreign currency
rates. Should Renminbi strengthen or weaken by 2.5% against the relevant currencies, the effect on
post-tax profit during the Track Record Period would be as follows:

Change of post-tax profit (decrease)/increase

Year ended December 31,

2016 2017 2018

RMB’000 RMB’000 RMB’000
RMB against US dollar:
Strengthened by 2.5% . . . .. ... ... . ... ... (9,923) (8,296) (9,810)
Weakened by 2.5% . . . . .. ... oL 9,923 8,296 9,810
RMB against Euro:
Strengthened by 2.5% . . . ... ... .. ... .. 10 60 (32)
Weakened by 2.5% . . . ... ... oo (10) (60) 32
RMB against Japanese yen:
Strengthened by 2.5% . . . . ... ... ... . L. (85) (185) (576)
Weakened by 2.5% . . . . ... ... o 85 185 576
RMB against HK dollar:
Strengthened by 2.5% . . . . ... ... ... ... ... 7 6 (29)
Weakened by 2.5% . . . . . ... o (7) (6) 29

Interest Rate Risk

Our interest rate risk primarily arises from interest-earning bank deposits, loans to related
parties and borrowings with floating and fixed rates. Those carried at floating rates expose us to
cash flow interest rate risk whereas those carried at fixed rates expose us to fair value interest rate
risk.

Borrowings obtained at variable rates expose us to cash flow interest rate risk which is
partially offset by cash held at variable rates. We closely monitor trends in interest rates and their
impact on our interest rate risk exposure. We use interest rate and currency swap arrangements to
mitigate floating investment rate exposure for borrowings. Other than those mentioned above, we
currently do not have a specified policy to monitor or manage our interest rate risk but will closely
monitor our interest rate risk exposure in the future.

If the interest rates of financial instruments with a floating rate were to be 50 basis points
higher or lower and all other variables were constant, the post-tax profit for the years ended
December 31, 2016, 2017 and 2018 would have been higher or lower by RMB4.7 million, RMBS.0
million and RMB6.5 million, respectively.
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Credit Risk

We are exposed to credit risk in relation to our cash and cash equivalents, restricted cash, trade
and bill receivables, other receivables and financial guarantee contracts issued. Except for the
financial guarantee contracts, the carrying amounts of each class of the above financial instruments
represent our maximum exposure to credit risk in relation to these financial instruments.

To manage risk arising from cash and cash equivalents and restricted cash, we only transact
with state-owned or reputable financial institutions in the PRC and reputable international financial
institutions outside the PRC. Accordingly, the expected credit loss is close to zero.

To manage risk arising from trade receivables, we have in place monitoring procedures to
ensure that follow-up actions are taken to recover overdue debts. In addition, we regularly review
the recoverability of these receivables at the end of each reporting period to ensure that adequate
impairment losses are accounted for with respect to irrecoverable amounts.

We apply the simplified approach for expected credit losses prescribed by IFRS 9, which
permits the use of the lifetime expected loss provision for all trade receivables. In general, we
consider the shared credit risk characteristics and the days past due of each type of the trade
receivables to measure the expected credit losses.

We have also arranged financing from banks and other non-bank financial institutions for
certain purchasers of our vehicles and provided guarantees to such financial institutions to secure
obligations of such purchasers for repayments. Expected credit loss for the financial guarantees has
been estimated taking into account recent claim experience and supportive forwarding-looking
information. If a customer defaults on the payment of its mortgage loan during the guarantee period,
the bank or non-bank financial institution holding our guarantee may demand us to repay the
outstanding principal of the loan and any interest accrued thereon.

Liquidity Risk

We aim to maintain sufficient cash and cash equivalents. Due to the dynamic nature of the
underlying businesses, our finance department maintains flexibility in funding by maintaining
adequate cash and cash equivalents.

The table below analyzes our financial liabilities into relevant maturity groups based on the
remaining period at the end of each reporting period to the contractual maturity date. The amounts
set forth in the table are the contractual undiscounted cash flows:

Less than_ Between one Between two
one year and two years and five years Total

(RMB in millions)
As of December 31, 2016

Derivative financial instruments. . . . . . . . . 4.2 - - 4.2
Borrowings . . . ... ... 1,076.3 988.3 244.1 2,308.7
Trade and bill payables. . . . .. ... ... .. 2,578.7 - - 2,578.7
Other payables and accruals. . . ... ... .. 1,058.6 - - 1,058.6
Financial guarantee contracts issued . . . . . . 215.6 598.6 226.5 1,040.7
Total . . . .. ... ... .. ...... .. ... 4,933.4 1,586.9 470.5 6,990.8
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Less than_ Between one Between two
one year and two years  and five years Total

(RMB in millions)
As of December 31, 2017

Derivative financial instruments. . . . . . . . . 1.4 - - 1.4
Borrowings . . . ... ... 2,325.3 56.8 136.4 2,518.4
Trade and bill payables. . . . .. ... ... .. 2,607.6 - - 2,607.6
Other payables and accruals. . . ... ... .. 1,748.7 - - 1,748.7
Financial guarantee contracts issued . . . . . . 217.5 437.7 351.1 1,006.3
Total . . . ... ... ... ... .......... 6,900.4 494 .4 487.4 7,882.3
As of December 31, 2018

Derivative financial instruments. . . . . . . .. 0.4 - - 0.4
Borrowings . . ... ... ..o 2,053.6 18.8 316.5 2,388.9
Trade and bill payables. . . . .. ... ... .. 3,066.5 - - 3,066.5
Other payables and accruals. . . ... ... .. 812.6 - - 812.6
Financial guarantee contracts issued . . . . . . 180.3 602.1 471.1 1,253.5
Total . . . ... ... ... ... ......... 6,113.4 620.9 787.6 7,521.9
DIVIDEND

We currently do not have any predetermined dividend payout ratio. Any dividends we pay will
be at the discretion of our Directors and will depend on our actual and expected results of
operations, cash flow and financial position, general business conditions and business strategies,
expected working capital requirements and future expansion plans, legal, regulatory and other
contractual restrictions, and other factors that our Board deems to be appropriate. In order to
distribute capital return to our Shareholders in line with our growth when it is appropriate to do so,
after the [REDACTED], we expect that we may pay dividends from time to time in an aggregate
amount of an appropriate percentage of our annual distributable net profits, provided that the
aforesaid factors are properly taken into consideration. We may declare and pay dividends by way
of cash or by other means that we consider appropriate in the future. Distribution of dividends will
be decided by our Board at their discretion and will be subject to Shareholders’ approval. In
addition, our dividend policy will also be subject to our Articles of Association, the PRC Company
Law, and any other applicable PRC laws and regulations. In any event, we will pay dividends out
of our profit after tax only after we have made the following allocations:

. recovery of accumulated losses, if any;

. allocation to the statutory common reserve fund of an amount of not less than 10% of
our profit after tax, as determined under PRC Company Law; and

. allocation, if any, to a discretionary common reserve fund of an amount approved by the
shareholders in a shareholders’ meeting.
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The minimum allocation to the statutory common reserve fund is 10% of our profit after tax,
as determined under PRC Company Law. When the statutory common reserve fund reaches and is
maintained at or above 50% of our registered capital, no further allocation to this statutory common
reserve fund will be required. In accordance with our Articles of Association, after completion of
the [REDACTED], dividends may be paid only out of distributable profits as determined under
PRC GAAP or IFRS, whichever is lower.

Any distributable profits that are not distributed in any given year will be retained and become
available for distribution in subsequent years. In 2016, 2017 and 2018, we declared dividends of
RMB198.1 million, RMB1,122.8 million and RMB289.3 million, respectively, and settled the
payment of dividends of RMB150.6 million, RMB449.0 million and RMB1,010.7 million
(including the remaining dividend of RMB398.9 million which has been accounted for as a

shareholder loan as of December 31, 2018 and settled in April 2019), respectively, to our

Shareholders. On March 31, 2019, our Shareholders approved our plan to declare a dividend of

approximately RMB400.0 million from our consolidated retained earnings as of December 31, 2018

to our existing Shareholders, which we paid with our own cash by June 17, 2019. There is, however,

no assurance that we will be able to declare dividends of any amount in any future year. In addition,
the declaration or payment of dividends may be limited by legal restrictions and/or by financing
agreements that we may enter into in the future.

DISTRIBUTABLE RESERVES

As of December 31, 2018, our retained earnings amounted to approximately RMB3,597.4
million.

PROPERTY INTERESTS

Cushman & Wakefield, an independent property valuer, has valued our property at Plot 78/1,
Jiefang No. 3, Baoshan Town, Baoshan District, Shanghai, the PRC, as of April 30, 2019. The
information below is extracted from Cushman & Wakefield’s valuation report, as contained in the
property valuation report included in Appendix III to this document, which is a summary of the
valuation of such property and key parameters used by Cushman & Wakefield during the valuation
process. The market value derived by Cushman & Wakefield was based on multiple assumptions
subject to changes which could serve to affect the market value. See “Risk Factors—Risks Relating
to Our Business—Any interference to our rights to use the land or premises on which our production
facilities, warehouses and office spaces are situated may negatively impact our business and results
of operations.”,
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Market value in
existing state as of

Property April 30, 2019 Valuation method and key parameters

One parcel of land with a site area RMB281,000,000  The property has been granted with Certificate of Real
of 171,264.3 square meters Estate Ownership for its land use rights only and none
located at Plot 78/1, Jiefang of the buildings on the site have been granted with any
No. 3, Baoshan Town, Baoshan title certificates. We have therefore assigned value to
District, Shanghai, the PRC the land portion of the property but not the building

portions. For the valuation of the land portion, we have
used the market comparison method by making
reference to comparable sales transactions as available
in the market, subject to appropriate adjustments,
including, but not limited to, location, accessibility,
size, time and other relevant factors. This method is in
line with the market practice for valuing industrial
land.

Notwithstanding the lack of title ownership in the
building portions, the property has been let to various
tenants generating rental income. We have separately
valued the property on the assumption that the property
had been granted with complete title certificates, all
land premium and resettlement compensation and other
costs had been fully settled using the investment
method. This method is conducted by capitalizing the
rental income derived from the existing tenancies with
due provision for the reversionary rental income
potential of the property, which is a commonly used
method for rental income generating properties. In
arriving at the value of the property on the aforesaid
basis, reference has been made to lettings within the
subject property as well as other relevant comparable
rental evidences of properties of similar use type,
subject to appropriate adjustments including but not
limited to location, accessibility, age, quality, size,
time, configuration and other relevant factors. The
capitalization rates adopted in our valuation are based
on our analysis of the yields of properties of similar
type of use after due adjustments. The capitalization
rates adopted are reasonable and in line with the
market norm, while having regard to the analyzed
yields of transactions of the relevant type of use.

A reconciliation of our selected property interests as of April 30, 2019 and such property
interests in our consolidated financial statements as of December 31, 2018 as required under Rule
5.07 of the Listing Rules is set forth below:

(RMB in million)

Net book value of selected property interests as of December 31, 2018. . . . . .. ... ... ... 281.9.
Valuation of selected property interests as of April 30, 2019 as set out in the

Property Valuation Report in Appendix III . . . . . . .. . ... . ... ... ... .. .. ..... 281.0
Valuation deficit as of April 30, 2019 (unaudited) . . . . .. ... ........... ... ..... (0.9)

Since the book value of such selected property interests is carried at fair value, the net book

value of such property interests as of April 30, 2019 is RMB281.0 million, taking into consideration
of valuation deficit of RMBO0.9 million as of April 30, 2019.
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UNAUDITED PRO FORMA ADJUSTED NET TANGIBLE ASSETS

The following is an illustrative statement of our unaudited pro forma adjusted net tangible

assets which has been prepared for the purpose of illustrating the effect of the [REDACTED] as
if it had taken place on December 31, 2018, based on our audited consolidated net tangible assets

attributable to the owners of our company as of December 31, 2018 as shown in the Accountant’s

Report, the text of which is set forth in Appendix I to this document, and adjusted as follows:

I Audited
consolidated net
tangible assets
attributable to
owners of our
Company as of

Estimated net
proceeds from

Unaudited pro
forma adjusted
net tangible
assets of our
Group as of

Unaudited pro forma
adjusted net tangible

December 31, the December 31, assets of our Group
2018 [REDACTED]?® 2018 per Share®
| (RMB in millions) RMB HK$®
Based on [REDACTED] of
HKS$[REDACTED] per H
1 Share. . . ... 6,940.2 [REDACTED] [REDACTED] [REDACTED] [REDACTED]
Based on [REDACTED] of
HKS$[REDACTED] per H
1 Share. . ... ..o 6,940.2 [REDACTED] [REDACTED] [REDACTED] [REDACTED]
|

(2)

3)

4

(5)

Audited consolidated net tangible assets attributable to owners of our Company as of December 31, 2018 is extracted
from the Accountant’s Report set out in Appendix L to this document, which is based on the audited consolidated net
assets attributable to owners of our Company as of December 31, 2018 of RMB7,487.7 million with an adjustment
for the intangible assets as of December 31, 2018 of RMB547.4 million.

Our estimated net proceeds from the [REDACTED] are based on the indicative [REDACTED] of
HK$[REDACTED] and HK$[REDACTED] per H Share, respectively, after deduction of the [REDACTED] fees
and other related expenses paid/payable by our Company and takes no account of any Shares which may be issued
upon the exercise of the [REDACTED] or any Shares which may be issued or repurchased by our Company under
the general mandates.

The unaudited pro forma net tangible assets per Share is derived after the adjustments referred to in the preceding
paragraphs and on the basis that [REDACTED] Shares were in issue assuming that the [REDACTED] has been
completed on December 31, 2018 but takes no account of any Shares which may be issued upon the exercise of the
[REDACTED] or any Shares which may be granted and issued or repurchased by our Company pursuant to the
general mandate.

No adjustment has been made to reflect any trading result or our other transactions entered into subsequent to
December 31, 2018. In particular, the unaudited pro forma adjusted net tangible assets of our Group have been
prepared without considering the cash dividend of RMB400.0 million approved by our Shareholders on March 31,
2019. The unaudited pro forma adjusted net tangible assets per Share would be HKS$[REDACTED]_and
HKS$[REDACTED] based on the [REDACTED] of HK$[REDACTED] and HK$[REDACTED] per H Share,
respectively, should the above-mentioned cash dividend have been declared on December 31, 2018.

For the purpose of this unaudited pro forma adjusted net tangible assets, the balances stated in Renminbi are converted
into Hong Kong dollars at the rate of HK$1.00 to RMB0.88046.

DISCLOSURE REQUIRED UNDER THE HONG KONG LISTING RULES

Our Directors confirmed that as of the Latest Practicable Date, there are no circumstances that

would give rise to a disclosure requirement under Rules 13.13 to 13.19 (inclusive) of the Listing
Rules.
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NO MATERIAL ADVERSE CHANGE

Our Directors confirmed that up to the date of this document there has been no material
adverse change in our financial or trading position or prospects since December 31, 2018 (being the
date of our latest audited financial statements) and there has been no event since December 31, 2018
which would materially affect the information shown in the Accountant’s Report set out in
Appendix I to this document.

[REDACTED] EXPENSES

[REDACTED] expenses represent professional fees, [REDACTED] commissions and other
fees incurred in connection with the [REDACTED]. We estimate that our [REDACTED] expenses
will be approximately RMB[REDACTED] million (assuming an [REDACTED] of
HKS$[REDACTED] per [REDACTED], being the mid-point of the stated [REDACTED] range,
and assuming the [REDACTED] is not exercised). In 2018, we recognized RMB17.5_million of
[REDACTED] expenses, Out of our remaining [REDACTED] expenses, (i) approximately
RMB[REDACTED] million jis expected to be expensed in 2019, and (ii) approximately
RMB[REDACTED] million (including approximately RMB[REDACTED] million which was
recognized as prepayments in our consolidated balance sheets as of December 31, 2018) is directly
attributable to our [REDACTED] and will be deducted from equity upon the [REDACTED] in
2019. Our Directors do not expect such expenses to materially impact our results of operations in
2019.
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FUTURE PLANS

See “Business — Strategies”_for a detailed description of our future plans.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the [REDACTED] of approximately
HKS$[REDACTED] million, assuming an [REDACTED] of HK$[REDACTED] per H Share
(being the mid-point of the [REDACTED] range stated in this document), after deducting the
[REDACTED] commissions, the maximum amount of incentive fee and discretionary bonus, and

estimated expenses paid or payable by us in relation to the [REDACTED] and assuming that the
[REDACTED] is not exercised.

In line with our strategies, we intend to apply the net proceeds from the [REDACTED] for

the following purposes and in the amounts set forth below:

. approximately 70% of the net proceeds, or HK$[REDACTED] million, to develop new
manufacturing or assembly plants in the US and Europe. We expect our global expansion

plans to increase our annual production capacity for chassis trailers by 8,000 units and

refrigerated trailers by 2,500 units in the US, and to increase our annual assembly

capacity for (i) high-end refrigerated trailers by 2,500 units in North America and 2,000

units in Europe, (ii) curtain-side trailers by 3,000 to 3,500 units in Europe and (iii) swap

bodies by 2,000 units in Europe. We expect the total costs of our following global

expansion plans to be HK$1.9 billion, substantially all of which will be funded by the

net proceeds from the [REDACTED] with the remainder by our working capital.

Specifically,

()

approximately 25%, or HK${REDACTED] million, will be used to develop a new
assembly plant for high-end refrigerated trailers in the southern US, which is
expected to have a designed annual assembly capacity of 2,500 units on single
shift. We currently do not have any assembly plant for high-end refrigerated
trailers, and therefore, upon completion of such new assembly plant, our annual
assembly capacity for high-end refrigerated trailers in North America will increase
from none to 2,500 units on single shift in North America.

In 2017, the overall sales volume of refrigerated trailers in North America reached
44,200 units, of which we accounted for approximately 5.9%, according to Frost
& Sullivan. See “Industry Overview” for the industry trend on the sales volume of
refrigerated trailers in North America from 2017 to 2022. This planned new
assembly plant in the US js intended to support our launch and sale of high-end

refrigerated trailers which will be manufactured in China and then assembled and

delivered in the US. We believe that such new assembly plant can help us enhance
our assembly and delivery capacity to meet the market demand from North
America, and gain local customers’ recognition of the consistency of our assembly
process and product quality, particularly of our high-end refrigerated trailers. We
aim to further enhance our brand name and increase our market share for
refrigerated trailers in North America by capitalizing on the more automated
facilities equipped in the new assembly plant as well as the higher thermal
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(i1)

efficiency of our high-end refrigerated trailers under development that are
expected to have lower heat leakage. We believe that, through product upgrading,

we can effectively stimulate customer demand and increase our market share in
North America,
P L

Specifically, we expect to use such net proceeds to fund the procurement of land
(approximately 9%), construction of warehouses, plant and office buildings
(approximately 36%) and acquisition of equipment (approximately 55%). We
expect to fully deploy the net proceeds allocated to this plan and launch this new
assembly plant within the next five years;

approximately 20%, or HK$[REDACTED] million, will be used to develop a new
automated production facility for chassis trailers in the coastline_regions along the
eastern or southern US, which is expected to have a designed annual production
capacity of 8,000 units on single shift and a total site area of over 60,000 square
meters. As substantially all of our chassis trailers sold in the North American
market were manufactured at our Shenzhen and Dongguan plants_during the Track

Record Period, assuming these two plants are fully utilized at their respective
maximum capacities to produce chassis trailers solely for the North American
market, the designed annual production capacity of 8,000 units on single shift of
this planned new automated production facility would represent an increase of
approximately 22.9% in our annual production capacity for chassis trailers for the
North American market. See “Industry Overview” for the industry trend on the
sales volume of chassis trailers in North America from 2017 to 2022.

This production facility will allow us to manufacture chassis trailers locally in the
US and maintain closer business relationships with existing North American
customers headquartered in the eastern US, rather than relying exclusively on our
manufacturing capacity in China which is over-utilized. With a production facility
closer to our customers in the eastern US, we can respond to Jocal customers’
needs and market changes more efficiently through frequent communications and
more diverse after-sales services to deepen our market penetration and enhance

—_— —

customer loyalty.

This expansion plan is also intended to mitigate the adverse effects from the
increase in the US import tariffs on semi-trailers and components imported from
China as we increase our US production capacity. Under the 25% tariff on trailer

products and parts imported from China, subject to the market demand and the

price and availability of raw materials and labor resources, our enhanced local

production capacity in the US for chassis trailers is expected to help us achieve
total yariable cost_saving of approximately US$1.8 million per year, including
costs for transporting our chassis trailers and parts and components from China to
the US and the US import tariffs, which might be partially offset by the increase
in raw material costs and manufacturing overhead expenses to be incurred for
manufacturing locally in the US, The foregoing cost analysis is based on several

assumptions including, in particular, that the designed capacity is fully utilized and
the market demand for our products will remain stable, as compared to importing
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(iii)

(iv)

key parts and components manufactured in China for further assembly and sales in
the US. As positively correlated, our cost advantage will become more apparent if

the import tariff further increases.

Specifically, we expect to use such net proceeds to fund the procurement of land
(approximately 8%), construction of warehouses, plant and office buildings
(approximately 17%) and acquisition of manufacturing equipment and systems
(approximately 75%). We expect to fully deploy the net proceeds allocated to this
plan and launch this production facility by the end of 2020;

approximately 20%, or HK$[REDACTED] million, will be used to develop a new
assembly plant for high-end refrigerated trailers in the UK or Poland, which is
expected to have a designed annual assembly capacity of 2,000 units on single
shift. We currently do not have any assembly plant for high-end refrigerated
trailers, and therefore, upon completion of such new assembly plant, our annual
assembly capacity for high-end refrigerated trailers in Europe will increase from
none to 2,000 units on single shift in Europe.

In 2017, the overall sales volume of refrigerated trailers in Europe reached 31,500
units, according to Frost & Sullivan. We currently do not produce or sell
refrigerated trailers in Europe and mainly offer parts for refrigerated trailers to one
well-known Spanish refrigerated trailer manufacturer starting from 2016.
Leveraging our established local recognition for delivering high-quality products
and knowledge of the European refrigerated trailer market, we aim to assemble our
high-end refrigerated trailers at this new assembly plant and sell them in the
European market. This planned new assembly plant in Europe js intended to
support our Jaunch and sale of our high-end refrigerated trailers which will be

manufactured in China and then assembled and delivered in Europe. With an

assembly plant closer to our customers in Europe, we expect to shorten our
delivery time, diversify after-sales services, and enhance our ability to efficiently
adapt products in response to local market changes.

Specifically, we expect to use such net proceeds to fund the procurement of land
(approximately 18%), construction of warehouses, plant and office buildings
(approximately 49%), and acquisition of equipment (approximately 33%). We
expect to fully deploy the net proceeds allocated to this plan and launch this new
assembly plant within the next five years;

approximately 15%, or HK${REDACTED] million, will be used to develop a new
automated production facility for refrigerated trailers in Monon, the US, to replace
our current assembly plant for refrigerated trailers in Monon. The new automated
production facility is expected to have a total site area of approximately 350,000

square meters and a designed annual production capacity of 2,500 units on single

shift, representing an increase of approximately 31.3% in our annual production
capacity for refrigerated trailers,
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This new production facility is intended to enhance our refrigerated trailer
production capacity and increase our market share in North America by
capitalizing on the more automated facilities equipped in such new production
facility and the resulting improved production efficiency and lower unit production
cost. In addition, with a local production facility for refrigerated trailers in the US,
the potential saving of costs for transporting major parts and components for our
refrigerated trailers from China and US import tariffs is expected to outpace the
increases in raw material costs and manufacturing overhead expenses to be
incurred for manufacturing and assembling locally in the US, as compared to
manufacturing major parts and components in China for final assembly in the US.

In 2017, the overall sales volume of refrigerated trailers in North America reached
44,200 units, of which we accounted for approximately 5.9%, according to Frost
& Sullivan. See “Industry Overview” for the industry trend on the sales volume of
refrigerated trailers in North America from 2017 to 2022. We believe that the new
automated production facility can help us enhance our production, assembly and
delivery capacity to meet the market demand from North America, and gain local
customers’ recognition of the consistency of our manufacturing process and
product quality, In particular, together with our planned new assembly plant for
high-end refrigerated trailers in the US, we intend to meet diversified and changing
market demand through our differentiated products with different target markets.
In addition, with a production facility closer to our customers in the US, we also
expect to enhance our ability to provide delivery and other gervices for us to
maintain closer relationship with our local customers and enhance customer

loyalty.

This expansion plan is also intended to mitigate the adverse effects from any
increase in the US import tariffs on semi-trailers and components imported from
China as we increase our US production capacity. Under the 25% tariff on trailer

products and parts imported from China, subject to the market demand and price

and availability of raw materials and labor, our enhanced local production capacity
is expected to help us achieve total yvariable cost saving of approximately US$3.7
million per year. The foregoing cost analysis is based on several assumptions,

including, in particular, that the designed capacity is fully utilized and the market
demand for our products will remain stable, as compared to manufacturing major
parts and components for refrigerated trailers in China for final assembly in the
US. Being positively correlated, our cost advantage_will become more apparent if

the import tariff further increases.

Specifically, we expect to use such net proceeds to fund the procurement of land
(approximately 13%), construction of warehouses, plant and office buildings
(approximately 25%) and acquisition of manufacturing equipment and systems
(approximately 62%). We expect to fully deploy the net proceeds allocated to this
plan and launch this production facility by the end of 2021;
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(v)

approximately 15%, or HK${REDACTED] million, will be used to develop a new
assembly plant for curtain-side trailers in the Midlands region of the UK, which is
expected to have a designed annual assembly capacity of 7,000 units on single shift
and a total site area of approximately 60,000 square meters. We currently do not
have a standalone assembly plant for curtain-side trailers in Europe. The designed
annual assembly capacity of 7,000 units on single shift will be allocated between
replacing the assembly line for curtain-side trailers in our manufacturing plant in
Belfast, the UK and supporting the assembly of our curtain-side trailers
manufactured in China and then assembled and delivered in Europe. We estimate
that the net increase in the designed annual assembly capacity for curtain-side
trailers in Europe is therefore around 3,000 to 3,500 units on single shift. Assuming
our Gdynia plant is fully utilized at its maximum capacity to only assemble
curtain-side trailers, the net increase in designed annual assembly capacity of
around 3,000 fo 3,500 units on single shift would represent an increase of
approximately 120.0% to 140.0% in our annual assembly capacity for curtain-side
trailers in Europe.

In 2017, the overall sales volume of curtain-side trailers in Europe reached 106,000
units, of which we accounted for 3.3%, according to Frost & Sullivan. See
“Industry Overview” for the industry trend on the sales volume of curtain-side
trailers in Europe from 2017 to 2022. This new assembly plant is intended to help
us increase our market share for curtain-side trailers in Europe, in particular the
UK, where we have established presence and there is relatively high market
demand for curtain-side trailers as they are widely used in road transportation, as
well as other neighboring countries such as the Scandinavian region, where we
anticipate to enter considering its proximity to this new assembly plant and the
relatively high market demand in this region sustained by its economic stability,
We plan to leverage the expertise and capacity of SDC Trailers for manufacturing
curtain-side trailers and capitalize on the more automated facilities equipped in
such new assembly plant and the resulting improved assembly efficiency and lower
unit production cost. We believe that the new automated assembly plant with
upgraded facilities can help us enhance our assembly and delivery capacity to meet
local market demand, and gain local customers’ recognition of the consistency of
our assembly process and product quality, In addition, with an assembly plant
closer to our customers in Europe, we also expect to enhance our ability to provide
delivery and other relevant services for us to maintain closer relationship with our
local customers and enhance customer loyalty.

Specifically, we expect to use such net proceeds to fund the procurement of land
(approximately 20%), construction of warehouses, plant and office buildings
(approximately 60%) and acquisition of equipment (approximately 20%). We
expect to fully deploy the net proceeds allocated to this plan and launch this
assembly plant by the end of 2021; and
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(vi)

approximately 5%, or HK${REDACTED] million, will be used to develop a new
assembly plant for swap bodies in the Netherlands, which is expected to have a
designed annual assembly capacity of 2,000 units on single shift and a total site
area of approximately 60,000 square meters. We currently do not have a standalone
assembly plant for swap bodies for Europe. Assuming our Gdynia plant is fully
utilized at its maximum capacity to only assemble swap bodies, a designed annual
assembly capacity of 2,000 units on single shift of this planned new assembly plant
will represent an increase of approximately 80.0% in our annual assembly capacity
for swap bodies in Europe.

In 2017, the overall sales volume of swap bodies in Europe reached 16,300 units,
of which we accounted for approximately 2.2%, according to Frost & Sullivan.
This new assembly plant is intended to further promote our swap body products
and increase our market share and production and delivery capacity for swap
bodies in Europe to capture local demand. We believe that the new automated
assembly plant with upgraded facilities can help us enhance our assembly capacity
to meet local market demand, and gain local customers’ recognition of the
consistency of our assembly process and product quality, In addition, with a local
assembly plant closer to our customers in Europe, we also expect to shorten our
delivery time, diversify after-sales services, and enhance our ability to efficiently
adapt products in response to local market changes,

Specifically, we expect to use such net proceeds to settle the payment for our
procurement of a parcel of land with plant thereon in Pijnacker, close to Rotterdam
(approximately 73%) and to fund acquisition of equipment (approximately 27%).
We expect to fully deploy the net proceeds allocated to this plan and launch this
assembly plant by the end of 2019;

. approximately 10% of the net proceeds, or HK$[REDACTED] million, to research and
develop new products, of which:

(1)

(i1)

(iii)

(iv)

approximately 40%, or HKS[REDACTED] million, will be used to develop
high-end refrigerated trailers, which are expected to be equipped with, (a) foamed
panels with lower heat leakage and better refrigerating performance utilizing

advanced technologies and techniques in the foaming process, (b) improved

interior structural design to ensure even flow of cooling air, and (c¢) multiple

built-in electronic parts and smart sensors to monitor and control the temperature

inside;

approximately 20%, or HK$[REDACTED] million, will be used to develop other
smart trailers, such as self-driving terminal trailers, within the next two years;

approximately 20%, or HK$[REDACTED] million, will be invested in product
standardization, unit weight reduction and modulization in our European and US
plants within the next two years; and

approximately 20%, or HK$[REDACTED] million, will be used to develop other
trailer products within the next three years.
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approximately 10% of the net proceeds, or HK$[REDACTED] million, to repay the
principal amount and interests on our following bank borrowings:

be

Bank Maturity date Interest rate

Bank Mendes Gans N.V. . . ... November 2019 4.80%

ING Bank N.V.. . . ... ... .. June 2021 1.48% plus one-month LIBOR_
China Everbright Bank . . . . .. June 2021 110% of the three-yearx

benchmark lending rate in China_

. approximately 10% of the net proceeds, or HK$[REDACTED] million, for working
capital and general corporate purposes.

If the [REDACTED] is fixed at HK$[REDACTED] per H Share, being the high end of the
[REDACTED] range stated in this document and assuming no exercise of the [REDACTED], the
net proceeds will be increased by approximately HK$[REDA CTED] million. If the [REDACTED]
is fixed at HK$[REDACTED] per H Share, being the low end of the [REDACTED] range stated
in this document and assuming no exercise of the [REDACTED], the net proceeds will be reduced
by approximately HK$[REDACTED] million. To the extent our net proceeds are either more or less
than expected, we will adjust our allocation of the net proceeds for the above purposes accordingly.

The additional net proceeds that we would receive if the [REDACTED] were exercised in full
would be (i) HK${REDACTED] million (assuming an [REDACTED] of HK$[REDACTED] per
H Share, being the high-end of the [REDACTED] range stated in this document), (ii)
HK$[REDACTED] million (assuming an [REDACTED] of HK$[REDACTED] per H Share,
being the mid-point of the [REDACTED] range stated in this document).

Additional net proceeds received due to the exercise of any [REDACTED] will be used for
the above purpose accordingly on a pro rata basis in the event that the [REDACTED] is exercised.

If any part of our plan does not proceed as planned for reasons such as changes in government
policies that would render any of our plans not viable, or the occurrence of force majeure events,
our Directors will carefully evaluate the situation and may reallocate the net proceeds from the
[REDACTED].

To the extent that the net proceeds of the [REDACTED] are not immediately used for the
purposes described above, and to the extent permitted by the relevant laws and regulations, we
intend to place such proceeds in short-term interest-bearing instruments, such as liquid fixed-
income securities, short-term bank deposits or money market instruments with licensed banks or
financial institutions in Hong Kong or China so long as it is deemed to be in the best interests of
the Company.
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INDEPENDENCE OF THE SOLE SPONSOR

The Sole Sponsor satisfies the independence criteria applicable to sponsors set out in Rule
3A.07 of the Listing Rules.

[REDACTED]
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APPENDIX I ACCOUNTANT’S REPORT

The following is the text of a report set out on pages I-1 to I-2, received from the Company’s
reporting accountant, PricewaterhouseCoopers, Certified Public Accountants, Hong Kong, for the
purpose of incorporation in this document. It is prepared and addressed to the directors of the
Company and to the Sponsor pursuant to the requirements of HKSIR 200 Accountants’ Reports on
Historical Financial Information in Investment Circulars issued by the Hong Kong Institute of
Certified Public Accountants._

[Letterhead of PricewaterhouseCoopers] [Draft]

ACCOUNTANT’S REPORT ON HISTORICAL FINANCIAL INFORMATION TO THE
DIRECTORS OF CIMC VEHICLES (GROUP) CO., LTD. AND HAITONG
INTERNATIONAL CAPITAL LIMITED

Introduction

We report on the historical financial information of CIMC Vehicles (Group) Co., Ltd. (the
“Company”) and its subsidiaries (together, the “Group”) set out on pages [-3 to 1-97, which
comprises the consolidated balance sheets as at December 31, 2016, 2017 and 2018, the company
balance sheets as at December 31, 2016, 2017 and 2018, and the consolidated income statements,
the consolidated statements of comprehensive income, the consolidated statements of changes in
equity and the consolidated statements of cash flows for each of the years then ended (the “Track
Record Period”) and a summary of significant accounting policies and other explanatory
information (together, the “Historical Financial Information”). The Historical Financial Information
set out on pages I-3 to I-97 forms an integral part of this report, which has been prepared for
inclusion in this document of the Company dated [REDACTED] (the “document”) in connection
with the initial [REDACTED] of shares of the Company on the Main Board of The Stock Exchange
of Hong Kong Limited.

Directors’ responsibility for the Historical Financial Information

The directors of the Company are responsible for the preparation of Historical Financial
Information that gives a true and fair view in accordance with the basis of preparation set out in
Note 2.1 to the Historical Financial Information, and for such internal control as the directors
determine is necessary to enable the preparation of Historical Financial Information that is free
from material misstatement, whether due to fraud or error.

Reporting accountant’s responsibility

Our responsibility is to express an opinion on the Historical Financial Information and to
report our opinion to you. We conducted our work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 200, Accountants’ Reports on Historical Financial
Information in Investment Circulars issued by the Hong Kong Institute of Certified Public
Accountants (“HKICPA”). This standard requires that we comply with ethical standards and plan
and perform our work to obtain reasonable assurance about whether the Historical Financial
Information is free from material misstatement.
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Our work involved performing procedures to obtain evidence about the amounts and
disclosures in the Historical Financial Information. The procedures selected depend on the reporting
accountant’s judgment, including the assessment of risks of material misstatement of the Historical
Financial Information, whether due to fraud or error. In making those risk assessments, the
reporting accountant considers internal control relevant to the entity’s preparation of Historical
Financial Information that gives a true and fair view in accordance with the basis of preparation set
out in Note 2.1 to the Historical Financial Information in order to design procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the entity’s internal control. Our work also included evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by the directors,
as well as evaluating the overall presentation of the Historical Financial Information.

We believe that the evidence we have obtained is sufficient and appropriate to provide a basis
for our opinion.

Opinion

In our opinion, the Historical Financial Information gives, for the purposes of the accountant’s
report, a true and fair view of the financial position of the Company as at December 31, 2016, 2017
and 2018 and the consolidated financial position of the Group as at December 31, 2016, 2017 and
2018 and of its consolidated financial performance and its consolidated cash flows for the Track
Record Period in accordance with the basis of preparation set out in Note 2.1 to the Historical
Financial Information.

Report on matters under the Rules Governing the Listing of Securities on The Stock Exchange
of Hong Kong Limited and the Companies (Winding Up and Miscellaneous Provisions)
Ordinance

Adjustments

In preparing the Historical Financial Information, no adjustments to the Underlying Financial
Statements as defined on page I-3 have been made.

Dividends

We refer to Note 14 to the Historical Financial Information which contains information about
the dividends paid by the Company in respect of the Track Record Period.

JPricewaterhouseCoopers]
Certified Public Accountants
Hong Kong

[REDACTED]

12—
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I. HISTORICAL FINANCIAL INFORMATION OF THE GROUP
Preparation of Historical Financial Information

Set out below is the Historical Financial Information which forms an integral part of this
accountant’s report.

The financial statements of the Group for the Track Record Period, on which the Historical
Financial Information is based, were audited by PricewaterhouseCoopers in accordance with
International Standards on Auditing issued by the International Auditing and Assurance Standards

Board (“Underlying Financial Statements”™).

The Historical Financial Information is presented in Renminbi (“RMB”) and all values are
rounded to the nearest thousand (RMB’000) except when otherwise indicated.
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(A) CONSOLIDATED INCOME STATEMENTS

Revenue . . . .. ... ... ... ...

Costofsales. . ... ... ... ... ... ......

Gross profit. . . . . ... ... L.
Selling and distribution expenses . . . . . . . .. ..
Administrative expenses . . . . . . ... ... ...

Net impairment (losses)/gains on financial assets
and financial guarantee contracts . . . ... ...

Other income . . . . ... ... ... ... ......

Other gains/(losses) —mnet . . . .. ... ... ....

Operating profit . . . . . ... ... ... ... ...
Finance income . . . . . ... ... ... .......

Finance costs . . . . . ... ... ... ... .....

Finance costs —net. . . . ... ... ... ......

Share of net profits/(losses) of associates and a
joint venture . . . ... ... ... ...

Profit before income tax . . . . ... .. ... ...

Income tax expense. . . . . .. ... ... ... ...

Profit for the year. . . . . . ... ... ... ...,
Attributable to:
Owners of the Company. . . . . ... .......

Non-controlling interests . . . . ... .......

Earnings per share (expressed
in RMB per share):

— Basic and diluted. . . . . ... ... ... . ...

Note

11
11

11

21

12

13

— 14—

Year ended December 31,

(12,349,890)

(16,518,665)

2016 2017 2018
RMB’000 RMB’000 RMB’000
14,555,633 19,366,989 24,168,174

(21,008,866)

2,205,743 2,848,324 3,159,308
(486,056) (596,706) (574,043)
(860,134) (1,022,165) (1,220,608)

(40,388) 11,608 16,284
123,595 133,469 157,968
99,752 (59,402) 82,470
1,042,512 1,315,128 1,621,379
59,142 73,639 85,695
(82,730) (114,332) (160,095)
(23,588) (40,693) (74,400)
4,248 (2,724) 5,775

1,023,172 1,271,711 1,552,754

(270,398) (260,190) (320,752)
752,774 1,011,521 1,232,002
730,077 964,380 1,142,924

22,697 47,141 89,078
752,774 1,011,521 1,232,002
0.49 0.64 0.76
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(B) CONSOLIDATED STATEMENTS OF COMPREHENSIVE INCOME

Year ended December 31,

Note 2016 2017 2018
RMB’000 RMB’000 RMB’000

Profit for the year. . . . . . ... ... .. ..... 752,774 1,011,521 1,232,002
Other comprehensive income:
Items that may be reclassified to profit or loss
Currency translation differences. . . . . . . ... .. (8,491) 12,484 54,517
Cash flow hedges . . . . .. .. ... ... ...... 4,154 3,654 (1,014)
Items will not be reclassified to profit or loss
Revaluation gain on the date of transfer from

owner-occupied properties to investment

properties . . . . ... ... 29 47,382 - -
Other comprehensive income for the year, net of

tax . ... 43,045 16,138 53,503
Total comprehensive income for the year . . . . . 795,819 1,027,659 1,285,505
Total comprehensive income for the year

attributable to:
Owners of the Company . . . . .. ... ....... 773,734 979,986 1,195,860
Non-controlling interests. . . . . . . . ... ..... 22,085 47,673 89,645

795,819 1,027,659 1,285,505

_ 15—
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(C) CONSOLIDATED BALANCE SHEETS

ASSETS

Non-current assets
Land userights. . . . . ... . ... ... .....
Property, plant and equipment . . . . . ... ...
Investment properties . . . . ... ... ... ...
Intangible assets . . . ... ... ... .. ...
Investments in associates . . . . . ... ... ...
Investment in a joint venture . . . . . .. ... ..
Deferred tax assets. . . . ... ... ... .. ...

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

Current assets

Inventories . . . . . ... ... .. ... ...

Prepayments and other receivables. . . . . . . ..
Loans to related parties . . . . . ... .......

Financial asset at fair value through profit or
loss .. ..

Derivative financial instruments . . . . . ... ..
Restricted cash . . . . ... ... ... .......

Cash and cash equivalents . . ... ... ... ..

Assets classified as held forsale. . . . ... ...

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

Note

15
16
17
18
21
21
35

22

27

_1-6—

As of December 31,

2016 2017 2018
RMB’000 RMB’000 RMB’000

554,977 565,436 598,492
2,961,211 2,995,202 3,445,718
702,438 694,566 392,052
633,945 609,751 547,440
143,117 175,072 230,882
10,675 11,132 -
166,029 176,340 164,621
17,766 27,527 42,781
5,190,158 5,255,026 5,421,986
3,293,300 3,560,329 3,582,330
115,278 99,105 125,309
6,766 7,293 12,535
- - 10,930
2,843,960 2,817,423 3,567,428
557,383 632,154 706,831
719,170 252,525 174,846
- 408,000 -
1,306 1,504 3,496
84,629 171,996 140,098
1,780,266 2,810,813 2,616,979
9,402,058 10,761,142 10,940,782
203,848 235,309 197,874
9,605,906 10,996,451 11,138,656
14,796,064 16,251,477 16,560,642
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As of December 31,

Note 2016 2017 2018
RMB’000 RMB’000 RMB’000
LIABILITIES
Non-current liabilities
Borrowings . . . . . ... 30 1,148,622 184,363 310,604
Deferred income . . . . ... ... ... ... ... 34 92,760 339,191 22,607
Long term payables . . ... .. ... ....... 1,172 752 470
Deferred tax liabilities. . . . . ... ... ... .. 35 144,536 149,134 133,620
1,387,090 673,440 467,301
Current liabilities
Derivative financial instruments . . . . . ... .. 4,244 1,351 376
Trade and bill payables . . . ... ... ...... 31 2,578,669 2,607,594 3,066,537
Other payables and accruals . . ... ....... 32 1,822,648 2,670,923 1,876,189
Contract liabilities . . . . ... ... ... ..... 6(b) 660,766 801,236 586,801
Borrowings . . . ... ... 30 1,013,336 2,265,870 1,980,645
Income tax liabilities. . . . . . ... ... ... .. 144,615 92,312 103,204
Provisions. . . . . ... .. ... ... ... .. 33 104,188 114,291 132,818
Deferred income . . . .. .. ... .. ... .... 34 - - 398,872
Other current liabilities . . . . .. ... ...... 1,648 142 190
6,330,114 8,553,719 8,145,632
Liabilities directly associated with assets
classified as held forsale. . . .. ... ... .. 27 - 14,906 -
6,330,114 8,568,625 8,145,632
Total liabilities . . . . . . . ... ... ........ 7,717,204 9,242,065 8,612,933
EQUITY
Equity attributable to owners of
the Company
Paid-in capital/share capital. . . . . ... ... .. 28 1,482,661 1,482,661 1,500,000
Reserves. . . . . ... ... ... .. ... ..... 29 1,432,450 1,448,326 2,390,316
Retained earnings . . ... .. ... ... ..... 3,833,020 3,674,551 3,597,364
6,748,131 6,605,538 7,487,680
Non-controlling interests . . . . . ... ... .... 330,729 403,874 460,029
Total equity . . . . . . . ... ... ... ... ... 7,078,860 7,009,412 7,947,709
Total equity and liabilities . . . . . . ... ... .. 14,796,064 16,251,477 16,560,642

17 -
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(D) COMPANY BALANCE SHEETS

Note

ASSETS

Non-current assets
Property, plant and equipment . . . ... ... ..
Intangible assets . . . . ... ... .. ... .. ..
Investments in subsidiaries . . . . . ... ... .. 19
Investments in associates . . . . . ... ...... 21

Deferred tax assets. . . . . . ... ... ...... 35

Current assets
Inventories . . . .. ... ... .. L.
Trade and bill receivables. . . . . ... ... ... 23
Prepayments and other receivables. . . . . . ... 24
Loans to related parties . . . . .. ... ... ...

Financial asset at fair value through profit or
loss .. ..o 25

Restricted cash . . . . ... ... ... ....... 26(b)
Cash and cash equivalents . . .. ... ...... 26(a)

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

LIABILITIES
Current liabilities
Trade and bill payables . . . . ... ... .....
Other payables and accruals . . ... ....... 32
Contract liabilities . . . . .. ... ... ... ...
Income tax liabilities. . . . . ... ... ... ...

Provisions. . . . . ... ..o

Total liabilities . . . . . . ... ... ... ......

EQUITY

Equity attributable to owners of
the Company

Paid-in capital/share capital. . . . . ... ... .. 28
Reserves. . . .. ... ... ... ... ... ... 29

Retained earnings . . . ... ... .. ....... 29
Total equity . . . . .. ... ... ... ........

Total equity and liabilities . . . . . . ... ... ..

—1-8 —

As of December 31,

2016 2017 2018
RMB’000 RMB’000 RMB’000
5,302 6,076 6,444
1,329 801 625
2,774,486 3,049,028 2,940,559
59,777 94,437 168,179
20,452 26,836 36,999
2,861,346 3,177,178 3,152,806
5,418 7,812 1,954
277,306 232,142 245,648
525,881 359,132 848,130
455,000 75,000 75,000
- 408,000 -
10,045 3,118 605
292,602 474,893 336,728
1,566,252 1,560,097 1,508,065
4,427,598 4,737,275 4,660,871
12,313 6,783 1,077
601,947 1,267,919 435,901
2,722 4,326 -
10,880 6,252 6,420
3,085 1,362 420
630,947 1,286,642 443,818
630,947 1,286,642 443,818
1,482,661 1,482,661 1,500,000
1,242,422 1,242,422 2,225,095
1,071,568 725,550 491,958
3,796,651 3,450,633 4,217,053
4,427,598 4,737,275 4,660,871
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(E) CONSOLIDATED STATEMENTS OF CHANGES IN EQUITY

Balance at January 1,
2016. . ... ... ...

Comprehensive income

Profit for the year . . . ..

Currency translation

differences . . ... ...
Cash flow hedges. . . . . .

Revaluation gain on
the date of transfer

from owner-occupied
properties to investment
properties . . . . ... ..

Total comprehensive income
for the year . ... . ..

Transactions with owners in
their capacity as owners
Capital injection . . . . ..
Capital contribution from
non-controlling interests. . .
Acquisition of non-controlling
interests in a non-wholly
owned subsidiary. . . . .
Disposal of a subsidiary
without loss of control . . .

Dividends . . . . ... ...

Total transactions with
owners in their capacity
as owners. . . . ... ..

Balance at December 31,

Note

17

28

29(a)

29(b)

29(c)
14

Attributable to owners of the Company

Paid-in
capital/ Non-
share Other Retained controlling
capital reserves earnings  Sub-total  interests Total
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
1,482,147 1,390,425 3,301,312 6,173,884 312,064 6,485,948
- - 730,077 730,077 22,697 752,774
- (7,879) - (7,879) (612) (8,491)
- 4,154 - 4,154 - 4,154
- 47,382 - 47,382 - 47,382
- 43,657 730,077 773,734 22,085 795,819
514 (514) - - - -
_ _ - - 16,426 16,426
- (1,350) (220) (1,570) (11,258) (12,828)
- 232 - 232 8,768 9,000
- - (198,149)  (198,149) (17,356)  (215,505)
514 (1,632)  (198,369)  (199,487) (3,420)  (202,907)
1,482,661 1,432,450 3,833,020 6,748,131 330,729 7,078,860

19 -
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Note

Balance at January 1,

2017 . . ...
Comprehensive income

Profit for the year

Currency translation
differences . . .. ... ...

Cash flow hedges. . . . .. ..

Total comprehensive income
for the year . . . ... . ..

Transactions with owners in
their capacity as owners

Capital contribution from
non-controlling interests. . . 29(d)

Dividends . . . ... ... ... 14

Total transactions with
owners in their capacity
as owners. . . . ... ....

Balance at December 31,

Attributable to owners of the Company

Paid-in
capital/

share Other
capital reserves

Retained
earnings  Sub-total

Non-
controlling
interests Total

RMB’000 RMB’000

1,482,661 1,432,450

RMB’000 RMB’000

3,833,020 6,748,131

964,380 964,380

RMB’000 RMB’000

330,729 7,078,860

47,141 1,011,521

- 11,952 - 11,952 532 12,484
- 3,654 - 3,654 - 3,654
- 15,606 964,380 979,986 47,673 1,027,659
- 270 - 270 48,066 48,336

(1,122,849) (1,122,849)

(22,594) (1,145,443)

- 270

(1,122,849) (1,122,579)

25,472 (1,097,107)

1,482,661 1,448,326

3,674,551 6,605,538

403,874 7,009,412

-1-10 -
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Attributable to owners of the Company

Paid-in
capital/ Other
Note share capital reserves

Retained
earnings

Non-
controlling
Sub-total interests Total

RMB’000 RMB’000

Balance at January 1,
2018. . ... ... .. 1,482,661 1,448,326

Comprehensive
income

Profit for the year . . . - -

Currency translation
differences . . . . . . 29 - 53,950

Cash flow hedges. . . . 29 - (1,014)

RMB’000

3,674,551

1,142,924

RMB’000 RMB’000 RMB’000

6,605,538 403,874 7,009,412

1,142,924 89,078 1,232,002

53,950 567 54,517
(1,014) - (1,014)

Total comprehensive
income for the
year. . . .. ... .. - 52,936

1,142,924

1,195,860 89,645 1,285,505

Transactions with
owners in their
capacity as owners
Capital contribution
from non-controlling
interests. . . . . ... 29(e) - (14,357)

Acquisition of non-
controlling interests
in a non-wholly
owned subsidiary . . 29(f) - (8,163)

Profit appropriation to

enterprise expansion

fund/statutory

surplus reserve . . . . 29(g) - 369,491
Transfer out of

revaluation gain on

properties . . . ... 29(h) - (52,662)

Shares issued upon

capitalization of

reserves . . . . . . .. 28(d) 17,339 594,745
Dividends . . . . .. .. 14 - -

Disposal of a
subsidiary (loss of
control) . . . ... .. - -

(1,885)

(369,491)

52,662

(612,084)
(289,313)

(16,242) 52,181 35,939

(8,163) (32,912) (41,075)

(289,313) (50,025) (339,338)

- (2,734) (2,734)

Total transactions
with owners in
their capacity as
owners . .. ..... 17,339 889,054

(1,220,111)

(313,718) (33,490) (347,208)

Balance at December
31,2018 . ... ... 1,500,000 2,390,316

3,597,364

7,487,680 460,029 7,947,709

—I-11 -
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(F) CONSOLIDATED STATEMENTS OF CASH FLOWS

Cash flows from operating activities

Cash generated from operations. . . . . .. ... ..

Income taxes paid. . . . .. ... ...

Net cash inflow from operating activities . . . . .

Cash flows from investing activities

Payments for property, plant and equipment,
intangible assets, investment properties and land

use rights . . . . ... o Lo oL

Proceeds from disposal of property, plant and
equipment, intangible assets, investment

properties and land use rights . . . .. ... ...

Payment for acquisition of financial asset at fair

value through profitorloss. . . . ... ... ...

Proceed, from disposal of financial asset at fair

value through profitor loss. . . . ... ... ...

Payments for acquisition of subsidiaries, net of

cash acquired . . . . ... ... ... ... ... ..

Payments for acquisition of associates . ... ...

Proceeds from disposals of associates and a joint

Venture. . . . . . ...
Proceeds from disposals of subsidiaries . . . . . . .
Loans to related parties . . .. ... .........
Repayment of loans by related parties . . . . . . . .

Interest received from related parties. . . . . . . ..

Dividends received from associates and a joint

venture. . . ... ..o Lo

Net cash outflow from investing activities. . . . .

Year ended December 31,

Note 2016 2017 2018
RMB’000 RMB’000 RMB’000

36(a) 1,399,397 2,100,349 1,374,858

(201,808) (318,206) (291,557)

1,197,589 1,782,143 1,083,301

(606,718) (496,487) (869,888)

124,037 133,534 122,680

- (408,000) -

3.3 - - 419,850

38 (575,008) (155,938) (11,611)

(118,462) (11,520) (23,680)

490 600 9,600

25,000 5,000 190,325

39 (814,898) (162,300) (22,500)

39 407,000 628,945 162,300

39 38,451 24,558 10,256

1,555 3,541 2,328

(1,518,553) (438,067) (10,340)

-1-12 -
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Year ended December 31,

Note 2016 2017 2018
RMB’000 RMB’000 RMB’000

Cash flows from financing activities
Proceeds of borrowings from related parties . . . . 39,36(c) 255,970 725,010 1,047,707
Repayment of borrowings from related parties . . . 39,36(c) (232,571) (417,523) (1,937,599)
Interest expenses paid to related parties . . . . . . . 36(c) (56,129) (74,517) (112,361)
Proceeds from bank borrowings. . . . . . ... ... 36(c) 1,471,848 777,435 1,430,400
Repayment of bank borrowings . . . . ... ... .. 36(c) (1,421,120) (786,060) (860,149)
Interest expenses for bank borrowings . . . . . . . . 36(c) (39,014) (42,700) (76,826)
Proceeds from capital injection . . . . . . ... ... 28(b) 1,289,627 - -
Transaction with non-controlling interests . . . . . . 25,426 28,336 55,939
Distribution to shareholders in relation to business

combination under common control . . . . . . .. (53,598) - (202,936)
Dividends paid to owners of the Company . . . . . 14, (150,593) (449,045) (611,703)
Dividends paid to non-controlling interests in

subsidiaries . . . .. ... Lo (32,183) (39,786) (28,074)
Payment of [REDACTED] expenses. . . . . . ... - - (13,987)
Net cash inflow/(outflow) from financing

activities . . . . .. ... Lo Lo oL 1,057,663 (278,850) (1,309,589)
Net increase/(decrease) in cash and cash

equivalents . . . . . ... ... L. 736,699 1,065,226 (236,628)
Cash and cash equivalents at the beginning of

theyear . . . . ... ... ... ... 998,008 1,780,266 2,810,813
Exchange gains/(losses) on cash and cash

equivalents . . . . . ... 45,559 (34,679) 42,794
Cash and cash equivalents at the end of year . . 1,780,266 2,810,813 2,616,979

-I1-13 -
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II. NOTES TO THE HISTORICAL FINANCIAL INFORMATION

1 GENERAL INFORMATION

CIMC Vehicles (Group) Co., Ltd. (the “Company”) (formerly named Shenzhen Tianda Heavy Machinery Co., Ltd.
and then Shenzhen CIMC Heavy Machinery Co., Ltd.) is a Sino-foreign joint venture approved for incorporation by Wai Jing
Mao He Zi Zheng Zi (1996) No. 0861 issued by the People’s Government of Shenzhen on August 29, 1996, with an approved
operating period of 30 years. On October 23, 2018, the Company was converted into a joint stock company with limited
liability with registered capital of RMB1,500,000,000. The address of the Company’s registered office is No. 2 Gangwan
Avenue, Shekou, Nanshan District, Shenzhen, Guangdong province, the People’s Republic of China (the “PRC”).

The Company and its subsidiaries (hereinafter collectively referred to as “the Group”) are mainly engaged in design,
manufacture and sales of an extensive range of semi-trailers and truck bodies and provision of relevant services in China,
North America, Europe and other regions.

The ultimate holding company of the Company is China International Marine Containers (Group) Co., Ltd. (“CIMC
Group”), which has its H shares and A shares listing on the Stock Exchange of Hong Kong Limited and the Shenzhen Stock
Exchange of the PRC, respectively.

2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The principal accounting policies applied in the preparation of the Historical Financial Information are set out below.
These policies have been consistently applied during the Track Record Period, unless otherwise stated.

2.1 Basis of preparation

The Historical Financial Information of the Group has been prepared in accordance with International Financial
Reporting Standards (“IFRS”) issued by the International Accounting Standards Board (“IASB”). The Historical Financial
Information has been prepared under the historical cost convention, as modified by the revaluation of financial assets at fair
value through profit and loss, financial liabilities (including derivative instruments) at fair value through profit or loss and
investment properties, which are carried at fair value.

The preparation of the Historical Financial Information in conformity with IFRS requires the use of certain critical
accounting estimates. It also requires management to exercise its judgment in the process of applying the Group’s accounting
policies. The areas involving a higher degree of judgment or complexity, or areas where assumptions and estimates are
significant to the Historical Financial Information are disclosed in Note 4.

(a) New and revised standards adopted

International Financial Reporting Standard 9 “Financial instruments” (“IFRS 9”) and International Financial
Reporting Standard 15 “Revenue from contracts with customers” (“IFRS 157) are effective for annual periods beginning on
or after January 1, 2018 and earlier application is permitted. The Group has applied IFRS 9 and IFRS 15 consistently
throughout the Track Record Period.

(b) New and revised standards, amendments and interpretations to existing standards that have been issued but are
not effective for the Track Record Period and have not been early adopted:

Effective for
accounting periods
beginning on or after

IFRS 16 “Leases”. . . . . . . . . . e e 1 January 2019
IFRS 17 “Insurance Contracts” . . . . . . . . . . . . ittt ittt 1 January 2021
IFRIC 23 “Uncertainty over Income Tax Treatments” . . . . . . . . . ... ... ... ...... 1 January 2019
Conceptual Framework for Financial Reporting. . . . . . . ... ... ... ... ... ..... 1 January 2020
Amendments to IFRS 9 “Prepayment Feature with Negative Compensation” . . . . . . ... .. 1 January 2019
Amendments to IAS 28 “Long-term Interests in Associates and Joint Ventures” . . . . . . ... 1 January 2019
Amendments to IFRS “Annual Improvements to IFRS Standards 2015-2017 Cycle” . . . . .. 1 January 2019
Amendments to IAS 19 “Employment Benefits on Plan Amendment, Curtailment

or Settlement” . . . . .. 1 January 2019
Amendments to IAS 1 and IAS 8 “Definition of Material” . . . . . .. ... ... ........ 1 January 2020
Amendments to IFRS 3 “Definition of Business” . . . . .. ... ... ... ... ... .. ... 1 January 2020
Amendments to IFRS 10 and IAS 28 “Sale or Contribution of Assets between an Investor

and its Associate or Joint Venture”. . . . . . . . ... To be determined

~1-14 -
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Except as disclosed below, the Group is in the process of assessing potential impact of the above other new standards
and amendments to standards that is relevant to the Group upon initial application. According to the preliminary assessment
made by the directors of the Company, management do not anticipate any significant impact on the Group’s financial
positions and results of operations upon adopting the above new standards amendments to existing standards. The
management of the Group plan to adopt these new standards and amendments to existing standards when they become
effective.

IFRS 16

IFRS 16 specifies how an entity will recognize, measure, present and disclose leases. IFRS 16 is mandatory for the
Group’s financial statements for annual periods beginning on or after January 1, 2019. The Group currently plans to adopt
this new standard on January 1, 2019. The new standard provides a single, on balance sheet lease accounting model for
lessees. It will result in almost all leases being recognized by the lessee on the balance sheet, as the distinction between
operating and finance leases is removed. Under IFRS 16, an asset (the right to use the leased item) and a lease liability to
pay rentals are recognized. The only exceptions are short-term and low-value leases. In addition, the nature of expenses
related to those leases will now change as IFRS 16 replaces the straight-line operating lease expense with a depreciation
charge for right-of-use assets and interest expense on lease liabilities. The combination of a straight-line depreciation of the
right-of-use asset and effective interest rate method applied to the lease liability results in a decreasing “total lease expense”
over the lease term. In the initial years of a lease, the new standard will result in an aggregate expense which is higher than
the straight-line operating lease expense typically recognized under the current standard, and a lower expense after the
mid-term of the lease as the interest expense reduces. The Group’s profit after tax for a particular year may be affected
negatively or positively depending on the maturity of the Group’s overall lease portfolio in that year.

As a lessee, the Group can either apply the standard using a full retrospective approach, or a modified retrospective
approach with optional practical expedients.

The Group is considering to elect the modified retrospective approach upon the initial adoption. Under the moditied
retrospective approach, (i) comparative information for prior periods is not restated; (ii) the date of the initial application
of IFRS 16 is the first day of the annual reporting period in which the Group first applies the requirement of IFRS 16, i.e.
January 1, 2019; and (iii) all right-of-use assets will be measured at the amount of the lease liability on adoption (adjusted
for any prepaid or accrued lease expenses).

As of December 31, 2018, the Group has non-cancellable operating lease commitments of approximately
RMB21,361,000 (Note 37(b)) which accounts for less than 0.2% and 0.3% of the Group’s total assets and liabilities
respectively as of December 31, 2018. The Group expects that the adoption of IFRS 16 as compared with the current
accounting policy would not result in significant impact on the Group’s assets and liabilities, financial performance and cash
flow classification. Upon adoption of IFRS 16, the Group will recognize a liability reflecting these future lease payments
and right-of-use assets, unless the underlying asset is of low value or they are short-term leases, in its balance sheets.

2.2 Subsidiaries
2.2.1 Consolidation

A subsidiary is an entity (including a structured entity) over which the Group has control. The Group controls an
entity when the Group is exposed to, or has rights to, variable returns from its involvement with the entity and has the ability
to affect those returns through its power over the entity. Subsidiaries are consolidated from the date on which control is
transferred to the Group. They are deconsolidated from the date that control ceases.

(a) Business combination not under common control

The Group applies the acquisition method to account for business combinations other than those which are under
common control. The consideration transferred for the acquisition of a subsidiary is the fair values of the assets transferred,
the liabilities incurred to the former owners of the acquiree and the equity interests issued by the Group. The consideration
transferred includes the fair value of any asset or liability resulting from a contingent consideration arrangement. Identifiable
assets acquired and liabilities and contingent liabilities assumed in a business combination are measured initially at their fair
values at the acquisition date. The Group recognizes any non-controlling interest in the acquiree on an acquisition-by-
acquisition basis, either at fair value or at the non-controlling interest’s proportionate share of the recognized amounts of
acquiree’s identifiable net assets.

Acquisition-related costs are expensed as incurred.
If the business combination is achieved in stages, the acquisition date carrying value of the acquirer’s previously held

equity interest in the acquiree is re-measured to fair value at the acquisition date; any gains or losses arising from such
re-measurement are recognized in consolidated income statements.
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Any contingent consideration to be transferred by the Group is recognized at fair value at the acquisition date.
Subsequent changes to the fair value of the contingent consideration that is deemed to be an asset or liability is recognized
in accordance with IAS 39 either in consolidated income statements or as a change to other comprehensive income.
Contingent consideration that is classified as equity is not remeasured, and its subsequent settlement is accounted for within
equity.

The excess of the consideration transferred the amount of any non-controlling interest in the acquiree and the
acquisition-date fair value of any previous equity interest in the acquiree over the fair value of the identifiable net assets
acquired is recorded as goodwill. If the total of consideration transferred, non-controlling interest recognized and previously
held interest measured is less than the fair value of the net assets of the subsidiary acquired in the case of a bargain purchase,
the difference is recognized directly in the consolidated income statements.

Intra-group transactions, balances and unrealized gains on transactions between group companies are eliminated.
Unrealized losses are also eliminated. When necessary, amounts reported by subsidiaries have been adjusted to conform with
the Group’s accounting policies.

(b) Business combination under common control

The Historical Financial Information incorporates the financial information of the combining entities or businesses
in which the common control combination occurs as if they had been combined from the date when the combining entities
or businesses first came under the control of the controlling party.

The net assets of the combining entities or businesses are combined using the existing book values from the
controlling parties’ perspective. No amount is recognized in consideration for goodwill or excess of acquirers’ interest in the
net fair value of acquiree’s identifiable assets, liabilities and contingent liabilities over cost at the time of common control
combination, to the extent of the continuation of the controlling party’s interest.

The consolidated income statements includes the results of each of the combining entities or businesses from the
earliest date presented or since the date when the combining entities or businesses first came under the common control,
where there is a shorter period, regardless of the date of the common control combination.

The comparative amounts in the Historical Financial Information are presented as if the entities or businesses had
been combined at the previous balance sheet date or when they first came under common control, whichever is earlier.

A uniform set of accounting policies is adopted by those entities. All intra-group transactions, balances and unrealized
gains on transactions between combining entities or businesses are eliminated on consolidation.

Transaction costs, including professional fees, registration fees, costs of furnishing information to shareholders, costs
incurred in combining operations of the previously separate businesses, etc., incurred in relation to the common control
combination that is to be accounted for by using merger accounting is recognized as an expense in the year in which it is
incurred.

(c) Changes in ownership interests in subsidiaries without change of control

Transactions with non-controlling interests that do not result in loss of control are accounted for as equity transactions
— that is, as transactions with the owners of the subsidiary in their capacity as owners. The difference between fair value of
any consideration paid and the relevant share acquired of the carrying value of net assets of the subsidiary is recorded in
equity. Gains or losses on disposals to non-controlling interests are also recorded in equity.

(d) Disposal of subsidiaries

When the Group ceases to have control, any retained interest in the entity is re-measured to its fair value at the date
when control is lost, with the change in carrying amount recognized in consolidated income statements. The fair value is the
initial carrying amount for the purposes of subsequently accounting for the retained interest as an associate, joint venture
or financial asset. In addition, any amounts previously recognized in other comprehensive income in respect of that entity
are accounted for as if the Group had directly disposed of the related assets or liabilities. This may mean that amounts
previously recognized in other comprehensive income are reclassified to consolidated income statements.

2.2.2 Separate financial statements

Investments in subsidiaries are accounted for at cost less impairment. Cost also includes direct attributable costs of
investment. The results of subsidiaries are accounted for by the Company on the basis of dividend received and receivable.

Impairment testing of the investments in subsidiaries is required upon receiving a dividend from these investments
if the dividend exceeds the total comprehensive income of the subsidiary in the period the dividend is declared or if the
carrying amount of the investment in the separate financial statements exceeds the carrying amount in the Historical
Financial Information of the investee’s net assets including goodwill.
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2.3 Associate

An associate is an entity over which the Group has significant influence but not control, generally accompanying a
shareholding of between 20% and 50% of the voting rights. Investments in associates are accounted for using the equity
method of accounting. Under the equity method, the investment is initially recognized at cost and adjusted thereafter to
recognize the Group’s share of the post-acquisition profits or losses of the investee in profit or loss, and the Group’s share
of movements in other comprehensive income. Upon the acquisition of the ownership interest in an associate, any difference
between the cost of the associate and the Group’s share of the net fair value of the associate’s identifiable assets and
liabilities is accounted for as goodwill.

If the ownership interest in an associate is reduced but significant influence is retained, only a proportionate share
of the amounts previously recognized in other comprehensive income is reclassified to consolidated income statements
where appropriate.

The Group’s share of post-acquisition profit or loss is recognized in the consolidated income statements, and its share
of post-acquisition movements in other comprehensive income is recognized in other comprehensive income with a
corresponding adjustment to the carrying amount of the investment. When the Group’s share of losses in an associate equals
or exceeds its interest in the associate, including any other unsecured receivables, the Group does not recognize further
losses, unless it has incurred legal or constructive obligations or made payments on behalf of the associate.

The Group determines at each reporting date whether there is any objective evidence that the investment in the
associate is impaired. If this is the case, the Group calculates the amount of impairment as the difference between the
recoverable amount of the associate and its carrying value and recognizes the amount adjacent to “Share of net profit/(loss)
of associate” in the consolidated income statements.

Profits and losses resulting from upstream and downstream transactions between the Group and its associate are
recognized in the Group’s financial information only to the extent of unrelated investor’s interests in the associates.
Unrealized losses are eliminated unless the transaction provides evidence of an impairment of the asset transferred.
Accounting policies of associates have been changed where necessary to ensure consistency with the policies adopted by the
Group.

Gains or losses on dilution of equity interest in associates are recognized in the consolidated income statements.
2.4  Joint arrangements

Under IFRS 11 investments in joint arrangements are classified as either joint operations or joint ventures depending
on the contractual rights and obligations of each investor. The Group has assessed the nature of its joint arrangements and
determined them to be joint ventures. Joint ventures are accounted for using the equity method.

Under the equity method of accounting, interests in joint ventures are initially recognized at cost and adjusted
thereafter to recognize the Group’s share of the post-acquisition profits or losses and movements in other comprehensive
income. When the Group’s share of losses in a joint venture equals or exceeds its interests in the joint ventures (which
includes any long-term interests that, in substance, form part of the Group’s net investment in the joint ventures), the Group
does not recognize further losses, unless it has incurred obligations or made payments on behalf of the joint ventures.

Unrealized gains on transactions between the Group and its joint ventures are eliminated to the extent of the Group’s
interest in the joint ventures. Unrealized losses are also eliminated unless the transaction provides evidence of an impairment
of the asset transferred.

2.5  Segment reporting

Operating segments are reported in a manner consistent with the internal reporting provided to the chief operating
decision-maker (“CODM?”). The chief operating decision-maker, who is responsible for allocating resources and assessing
performance of the operating segments, has been identified as the Chief Executive Officer (“CEO”) that makes strategic
decisions.

2.6  Foreign currency translation
(a) Functional and presentation currency
Items included in the Historical Financial information of each of the Group’s entities are measured using the currency

of the primary economic environment in which the entity operates (‘the functional currency”). The Historical Financial
information are presented in Renminbi (“RMB”), which is the Company’s functional and the Group’s presentation currency.
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(b) Transactions and balances

Foreign currency transactions are translated into the functional currency using the exchange rates at the dates of the
transactions. Foreign exchange gains and losses resulting from the settlement of such transactions and from the translation
of monetary assets and liabilities denominated in foreign currencies at year end exchange rates are generally recognized in
consolidated income statements. They are deferred in equity if they relate to qualifying cash flow hedges and qualifying net
investment hedges or are attributable to part of the net investment in a foreign operation.

Foreign exchange gains and losses that relate to borrowings are presented in the statements of comprehensive income,
within finance costs. All other foreign exchange gains and losses are presented in the statements of comprehensive income
on a net basis within “other gains/(losses). — net”.

Non-monetary items that are measured at fair value in a foreign currency are translated using the exchange rates at
the date when the fair value was determined. Translation differences on assets and liabilities carried at fair value are reported
as part of the fair value gain or loss. Translation differences on non-monetary assets and liabilities such as equities held at
fair value through profit or loss are recognized in consolidated income statements as part of the fair value gain or loss and
translation differences on non-monetary assets such as equities classified as financial assets at fair value through other
comprehensive income are recognized in other comprehensive income.

(c) Group companies

The results and financial position of all group entities (none of which has the currency of a hyperinflationary
economy) that have a functional currency different from the presentation currency of RMB are translated into the
presentation currency as follows:

. Assets and liabilities for each balance sheet presented are translated at the closing rate at the date of that
balance sheet;

. Income and expenses for each statement of comprehensive income are translated at average exchange rates
(unless this is not a reasonable approximation of the cumulative effect of the rates prevailing on the transaction
dates, in which case income and expenses are translated at the dates of the transactions), and

. All resulting exchange differences are recognized in other comprehensive income.

On consolidation, exchange differences arising from the translation of any net investment in foreign entities, and of
borrowings and other financial instruments designated as hedges of such investments, are recognized in other comprehensive
income. When a foreign operation is sold or any borrowings forming part of the net investment are repaid, the associated
exchange differences are reclassified to consolidated income statements, as part of the gain or loss on disposal.

Goodwill and fair value adjustments arising on the acquisition of a foreign operation are treated as assets and
liabilities of the foreign operation and translated at the closing rate. Currency translation differences arising are recognized
in other comprehensive income or loss.

2.7  Property, plant and equipment

All property, plant and equipment are stated at historical cost less depreciation. Historical cost includes expenditure
that is directly attributable to the acquisition of the items. Cost may also include transfers from equity of any gains or losses
on qualifying cash flow hedges of foreign currency purchases of property, plant and equipment.

Subsequent costs are included in the asset’s carrying amount or recognized as a separate asset, as appropriate, only
when it is probable that future economic benefits associated with the item will flow to the Group and the cost of the item
can be measured reliably. The carrying amount of any component accounted for as a separate asset is derecognized when
replaced. All other repairs and maintenance are charged to consolidated income statements during the reporting period in
which they are incurred.

Depreciation is calculated using the straight-line method to allocate their cost or revalued amounts, net of their
residual values, over their estimated useful lives or, in the case of leasehold improvements, the shorter lease term as follows:

— Buildings . . . . .o 20 to 30 years
— Machinery and equipment . . . . . . . ... L e e 10 to 12 years
— Motor vehicles . . . . . . . 5 years

— Electronic and office equipment . . . . . .. .. ... L 4.5 to 5 years

The assets’ residual values and useful lives are reviewed, and adjusted if appropriate, at the end of each reporting
period.
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Construction in progress represents items of property, plant and equipment under construction and pending
installation and is stated at cost less impairment losses. Cost comprises direct and indirect costs, related to acquisition and
installation of the property, plant and equipment, incurred before the asset is substantially ready for its intended use.

Capitalization of these costs ceases and the construction in progress is transferred to property, plant and equipment
when the asset is substantially ready for its intended use.

No depreciation is provided for construction in progress.

An asset’s carrying amount is written down immediately to its recoverable amount if the asset’s carrying amount is
greater than its estimated recoverable amount (Note 2.11).

Gains and losses on disposals are determined by comparing proceeds with carrying amount and are recognized in
“other gains/(losses) — net” in the consolidated income statements.

2.8 Investment property

Investment property, principally comprising leasehold land and buildings, is held for long-term rental yields or for
capital appreciation or both, and that is not occupied by the Group. Land held under operating leases are accounted for as
investment properties when the rest of the definition of an investment property is met. In such cases, the operating leases
concerned are accounted for as if they were finance leases.

Investment property is initially measured at cost, including related transaction costs and where applicable borrowing
costs. After initial recognition, investment properties are carried at fair value, representing open market value determined
at each reporting date by external valuers. Fair value is based on active market prices, adjusted, if necessary, for any
difference in the nature, location or condition of the specific asset. If the information is not available, the Group uses
alternative valuation methods such as recent prices on less active markets or discounted cash flow projections. Changes in
fair values are recorded in the consolidated income statements as part of a valuation gain or loss in “other gains/(losses) —

”»

net’.
2.9 Land use right

Land lease prepayments represent payments for land use rights to the PRC authorities. Land use rights are stated at
cost less accumulated amortization and impairment losses. Amortization is charged to consolidated income statements on a
straight-line basis over the respective periods of the rights.

2.10 Intangible assets
(a) Goodwill

Goodwill on acquisitions of subsidiaries is included in intangible assets. Goodwill is not amortized but it is tested for
impairment annually, or more frequently if events or changes in circumstances indicate that it might be impaired, and is
carried at cost less accumulated impairment losses. Gains and losses on the disposal of an entity include the carrying amount
of goodwill relating to the entity sold.

Goodwill is allocated to cash-generating units for the purpose of impairment testing. The allocation is made to those
cash-generating units or groups of cash-generating units that are expected to benefit from the business combination in which
the goodwill arose. The units or groups of units are identified at the lowest level at which goodwill is monitored for internal
management purposes, being the operating segments.

(b) Patents and Trademarks

Separately acquired patents and trademarks are shown at historical cost and are amortized on the straight-line basis
over the estimated useful lives of 5 to 10 years as stipulated by the relevant contracts or laws.

Trademarks acquired in several business combinations are recognized at fair value at the acquisition date.
Amortization is calculated using the straight-line basis over the estimated useful lives of 5 to 10 years, which were
determined based on various factors including (i) the acquiree’s reputation and market position; and (ii) the historical and
expected profitability generated from the use of the trade names.

(c) Software
Acquired computer software stated at historical cost less amortization. Acquired computer software are capitalized on

the basis of the costs incurred to acquire and bring to use the specific software, and are amortized on a straight-line basis
over their useful lives, about 5 years.
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(d) Customer relationships

Customer relationships acquired in several business combinations are recognized at fair value at the acquisition date.
Amortization is calculated using the straight-line basis over the estimated useful lives of 5 to 10 years, which were
determined based on various factors including (i) historical and expected sales of the acquiree with the customers; (ii)
projected revenues contributed from the customers after considering the estimated attrition rate; and (iii) contracts periods
and life cycle of the relevant products.
(e) Customer contracts

Customer contracts are amortized on a straight-line basis over the period of 9 months.

f) Research and development expenditures

Research expenditure is recognized as an expense as incurred. Costs incurred on development projects are capitalized
as intangible assets when recognition criteria are fulfilled. These criteria include:

. it is technically feasible to complete the intangible assets so that it will be available for use

. management intend to complete the intangible assets and use or sell it

. there is an ability to use or sell the intangible assets

. it can be demonstrated how the intangible assets will generate probable future economic benefits

. adequate technical, financial and other resources to complete the development and to use or sell the intangible

assets are available, and
. the expenditure attributable to the intangible assets during its development can be reliably measured.

Capitalized development costs are recorded as intangible assets and amortization from the point at which the asset
is ready for use on a straight-line basis over its estimated useful life. Other development costs expenditures that do not meet
these criteria are recognized as an expense as included, development costs previously recognized as expenses are not
recognized as an asset in a subsequent period.

Each of patents and trademarks, software, customer relationships and customer contracts has a useful life of 5 to 10
years, 5 years, 5 to 10 years and 9 months, respectively. When determining the length of useful life of an intangible asset,
management take into account the (i) estimated period during which such asset can bring economic benefits to the Group;
and (ii) the useful life estimated by comparable companies in the market.

2.11 Impairment of non-financial assets

Goodwill and intangible assets that have an indefinite useful life are not subject to amortization and are tested
annually for impairment, or more frequently if events or changes in circumstances indicate that they might be impaired.
Other assets are tested for impairment whenever events or changes in circumstances indicate that the carrying amount may
not be recoverable. An impairment loss is recognized for the amount by which the asset’s carrying amount exceeds its
recoverable amount. The recoverable amount is the higher of an asset’s fair value less costs of disposal and value in use.
For the purposes of assessing impairment, assets are grouped at the lowest levels for which there are separately identifiable
cash inflows which are largely independent of the cash inflows from other assets or groups of assets (cash-generating units).
Non-financial assets other than goodwill that suffered an impairment are reviewed for possible reversal of the impairment
at the end of each reporting period.

2.12 Financial assets
2.12.1 Classification
The Group classifies its financial assets in the following categories:

. those to be measured subsequently at fair value (either through other comprehensive income or through profit
or loss), and

o those to be measured at amortized cost.

The classification depends on the entity’s business model for managing the financial assets and the contractual terms
of the cash flows.
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For assets measured at fair value, gains and losses will either be recorded in consolidated income statements or other
comprehensive income. For investments in debt instruments, this will depend on the business model in which the investment
is held. For investments in equity instruments, this will depend on whether the Group has made an irrevocable election at
the time of initial recognition to account for the equity investment at fair value through other comprehensive income.

See Note 20 for details about each type of financial assets.
The Group reclassifies debts investments when and only when its business model for managing those assets changes.
2.12.2 Recognition and derecognition

Regular way purchases and sales of financial assets are recognized on trade-date, the date on which the Group
commits to purchase or sell the asset. Financial assets are derecognized when the rights to receive cash flows from the
financial assets have expired or have been transferred and the Group has transferred substantially all the risks and rewards
of ownership.

The Group derecognizes a financial asset, if the part being considered for derecognition meets one of the following
conditions: (i) the contractual rights to receive the cash flows from the financial asset expire; or (ii) the contractual rights
to receive the cash flows of the financial asset have been transferred, the Group transfers substantially all the risks and
rewards of ownership of the financial asset; or (iii) the Group retains the contractual rights to receive the cash flows of the
financial asset, but assumes a contractual obligation to pay the cash flows to the eventual recipient in an agreement that meets
all the conditions of de-recognition of transfer of cash flows (“pass through” requirements) and transfers substantially all
the risks and rewards of ownership of the financial asset.

2.12.3 Measurement

At initial recognition, the Group measures a financial asset at its fair value plus, in the case of a financial asset not
at fair value through profit or loss, transaction costs that are directly attributable to the acquisition of the financial asset.
Transaction costs of financial assets carried at fair value through profit or loss are expensed in consolidated income
statements.

Financial assets with embedded derivatives are considered in their entirety when determining whether their cash flows
are solely payment of principal and interest.

Debt instruments

Subsequent measurement of debt instruments depends on the Group’s business model for managing the asset and the
cash flow characteristics of the asset. There are three measurement categories into which the Group classifies its debt
instruments:

. Amortized cost: Assets that are held for collection of contractual cash flows where those cash flows represent
solely payments of principal and interest are measured at amortized cost.