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DEFINITIONS

In this circular, unless the context otherwise requires, the following terms shall have the following

meanings:

“Articles of Association”

“associate”

“Board”

“CEC”

“Company”

“connected person(s)”

“CSRC”

“Directors”

“Domestic Share(s)”

“EGM”

the articles of association of the Company
has the meaning as defined under the Listing Rules

the board of Directors of the Company

China Electronics Corporation* ("1 & 15 5 & E L H A R
/3 Hl), a wholly state-owned company incorporated in the PRC
and the ultimate controlling Shareholder holding approximately
73.15% of the issued share capital of the Company through IRICO
Group and its subsidiary, Rui Bou Electronics, as at the Latest

Practicable Date

IRICO Group New Energy Company Limited* (F T4 [ 8 A8 i
&3 A FRZS ), a joint stock limited Company incorporated in the
PRC, the H Shares of which are listed on the Stock Exchange

has the meaning as defined under the Listing Rules

China Securities Regulatory Commission (H [ & % B & & L % B
)

the directors of the Company

ordinary domestic share(s) of nominal value of RMB1.00 each
in the share capital of the Company, which are subscribed for in
RMB

the extraordinary general meeting of the Company to be convened
and held on Monday, 20 January 2020 to consider and, if
appropriate, to approve (i) the proposed extension of validity
period of the resolution in respect of the Proposed H Share Issue
and related matters, including the extension of validity period
of the authorization to the Board to deal with matters relating
to the Proposed H Share Issue; (ii) the Proposed Subscription
by Zhongdian IRICO; and (iii) the proposed amendments to the

Articles of Association
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DEFINITIONS

“Hefei Xincheng”

“HK$”

“Hong Kong”

“H Share Class Meeting”

“H Share(s)”

“Independent Board Committee”

“Independent Shareholders”

Hefei Xincheng State-owned Assets Management Co., Ltd.* (&
JIE 2% 0 B0 A SR A FR 2 F]), a wholly state-owned company
with limited liability incorporated in the PRC and a third party
independent of the Company and its connected persons as at the

Latest Practicable Date

Hong Kong dollars and cents respectively, the lawful currency of

Hong Kong

the Hong Kong Special Administrative Region of the PRC

the class meeting of the holders of H Shares to be convened and
held on Monday, 20 January 2020 to consider and, if appropriate,
to approve (i) the proposed extension of validity period of
the resolution in respect of the Proposed H Share Issue and
related matters, including the extension of validity period of the
authorization to the Board to deal with matters relating to the
Proposed H Share Issue; and (ii) the proposed amendments to the

Articles of Association

overseas listed foreign invested shares of nominal value of
RMB1.00 each in the share capital of the Company, which are
subscribed for and traded in HK$

the committee of Directors consisting of Mr. Feng Bing, Mr.
Wang Jialu and Mr. Wang Zhicheng, who are independent
non-executive Directors, which has been formed to advise the
Independent Shareholders in respect of the Proposed Subscription
by Zhongdian IRICO

the Shareholders of the Company, other than CEC and its
associates (including IRICO Group and its subsidiary, Rui Bou
Electronics) who will abstain from voting on the resolutions
with respect to (i) the proposed extension of validity period
of the resolution in respect of the proposed H Share Issue and
related matters, including the extension of validity period of the
authorization to the Board to deal with matters relating to the
Proposed H Share Issue; and (ii) the Proposed Subscription by
Zhongdian IRICO (as the case may be)

—iii —



DEFINITIONS

“IRICO Group”

“Latest Practicable Date”

“Listing Rules”

“Octal Capital”

“PRC”

“Previous EGM”

“Previous H Share Class Meeting”

IRICO Group Company Limited* (B 4L AR F]), formerly
known as IRICO Group Corporation* (ZHLEEE /A F]), a wholly
state-owned enterprise and the controlling Shareholder, directly
and indirectly holding approximately 73.15% of the issued share
capital of the Company as at the Latest Practicable Date

23 December 2019, being the latest practicable date prior to
the printing of this circular for ascertaining certain information

contained herein

the Rules Governing the Listing of Securities on the Stock

Exchange

Octal Capital Limited, a corporation licensed to carry out Type 1
(dealing in securities) and Type 6 (advising on corporate finance)
regulated activities under the SFO, being the independent financial
adviser appointed for the purpose of advising the Independent
Board Committee and the Independent Shareholders as to the

Proposed Subscription by Zhongdian IRICO

the People’s Republic of China, and for the purpose of this
circular, excluding Hong Kong, the Macau Special Administrative

Region of the PRC and Taiwan

the extraordinary general meeting convened and held on 23
January 2019 to approve (i) the grant of a specific mandate
in relation to the Proposed H Share Issue; (ii) the Proposed
Subscription by Zhongdian IRICO; and (iii) the proposed

amendments to the Articles of Association

the class meeting of the holders of H Shares convened and held
on 23 January 2019 to approve (i) the grant of a specific mandate
in relation to the Proposed H Share Issue; and (ii) the proposed

amendments to the Articles of Association
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DEFINITIONS

“Proposed H Share Issue”

“Proposed Subscription by

Hefei Xincheng”

“Proposed Subscription by

Yan’an Dingyuan”

“Proposed Subscription by

Zhangjiagang Investment”

“Proposed Subscription by
Zhongdian IRICO”

“RMB”

“Rui Bou Electronics”

“SASAC”

the proposed non-public issuance and placing of not more than 2.3
billion new H Shares under a specific mandate by the Company to
not more than 10 target subscribers (including Zhongdian IRICO,
Zhangjiagang Investment, Yan’an Dingyuan and Hefei Xincheng),
and the gross proceeds to be raised shall not exceed RMB2.3

billion

the proposed subscription of not more than 200 million new H
Shares by Hefei Xincheng at a consideration of RMB200 million
as part of the Proposed H Share Issue pursuant to the Subscription

Agreement with Hefei Xincheng

the proposed subscription of not more than 300 million new H
Shares by Yan’an Dingyuan at a consideration of RMB300 million
as part of the Proposed H Share Issue pursuant to the Subscription

Agreement with Yan’an Dingyuan

the proposed subscription of not more than 500 million new H
Shares by Zhangjiagang Investment at a consideration of RMB500
million as part of the Proposed H Share Issue pursuant to the

Subscription Agreement with Zhangjiagang Investment

the proposed subscription of not more than 900 million new H
Shares by Zhongdian IRICO at a consideration of RMB900 million
as part of the Proposed H Share Issue pursuant to the Subscription

Agreement with Zhongdian IRICO

Renminbi, the lawful currency of the PRC

Rui Bou Electronics (HK) Limited (it 1% % T (& #%) A PR 7)),
a private company limited by shares incorporated in Hong Kong
and a wholly-owned subsidiary of IRICO Group as at the Latest
Practicable Date

State-owned Assets Supervision and Administration Commission
of the State Council of the PRC (73 A 3 71 5 |58 75 g B0 A &
EHEEHEEZEY)



DEFINITIONS

“SFO”

“Shareholder(s)”

“Share(s)”

“Stock Exchange”

“Subscription Agreements”

“Subscription Agreement with

Hefei Xincheng”

“Subscription Agreement with

Yan’an Dingyuan”

“Subscription Agreement with

Zhangjiagang Investment”

“Subscription Agreement with
Zhongdian IRICO”

“Supervisor(s)”

“Yan’an Dingyuan”

Securities and Futures Ordinance (Chapter 571 of the Laws of

Hong Kong)
holder(s) of the Domestic Shares and the H Shares

share(s) of nominal value of RMB1.00 each in the share capital of

the Company, including the Domestic Shares and the H Shares
The Stock Exchange of Hong Kong Limited

the Subscription Agreement with Zhongdian IRICO, the
Subscription Agreement with Zhangjiagang Investment, the
Subscription Agreement with Yan’an Dingyuan and the Subscription

Agreement with Hefei Xincheng

the conditional share subscription agreement dated 18 April 2018
entered into between the Company and Hefei Xincheng in relation

to the Proposed Subscription by Hefei Xincheng

the conditional share subscription agreement dated 24 July 2017
entered into between the Company and Yan’an Dingyuan in

relation to the Proposed Subscription by Yan’an Dingyuan

the conditional share subscription agreement dated 16 October 2017
entered into between the Company and Zhangjiagang Investment in

relation to the Proposed Subscription by Zhangjiagang Investment

the conditional share subscription agreement dated 24 July 2017
entered into between the Company and Zhongdian IRICO in
relation to the Proposed Subscription by Zhongdian IRICO

the supervisor(s) of the Company

Yan’an Dingyuan Investment (Group) Co., Ltd.* (ZE% i1 &% I
& (£ EH) A IRAF]) (formerly known as Yan’an Dingyuan
Investment Co., Ltd.* (JEZ T SR E A R FEA AD)), a state-
controlled enterprise incorporated in the PRC and a third party
independent of the Company and its connected persons as at the

Latest Practicable Date
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DEFINITIONS

“Zhangjiagang Investment” Zhangjiagang Yuefeng Jinchuang Investment Co., Ltd.* (GRZK i
P 4 B 4% & A BR /A F]), an investment company incorporated
in the PRC with limited liability and a third party independent of
the Company and its connected persons as at the Latest Practicable

Date

“Zhongdian IRICO” Xianyang Zhongdian IRICO Group Holdings Ltd.* (JiFy H % % 41
£ [ 1A FRZA F]), which is directly held as to 72.08% by CEC
and 27.92% by IRICO Group as at the Latest Practicable Date and

a connected person of the Company

The English names of the PRC entities adopted in this circular marked “*” are translations from their

Chinese names for identification purpose only.
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LETTER FROM THE BOARD

To the Shareholders,

Dear Sir or Madam,

(1) PROPOSED EXTENSION OF VALIDITY PERIOD OF THE RESOLUTION IN
RESPECT OF THE PROPOSED H SHARE ISSUE AND RELATED MATTERS
INCLUDING EXTENSION OF VALIDITY PERIOD
OF THE AUTHORIZATION TO THE BOARD TO
DEAL WITH MATTERS RELATING TO THE PROPOSED H SHARE ISSUE;
(2) CONNECTED TRANSACTION RELATING TO PROPOSED SUBSCRIPTION
OF NEW H SHARES BY A CONNECTED PERSON; AND
(3) PROPOSED AMENDMENTS TO THE ARTICLES OF ASSOCIATION

I INTRODUCTION

Reference is made to the notice of the EGM and the notice of the H Share Class Meeting of the
Company dated 6 December 2019 which set out the time and venue of the EGM and the H Share
Class Meeting and contain the resolutions to be proposed at the EGM and the H Share Class
Meeting for the consideration and approval of the Shareholders, the Independent Shareholders or

the holders of H Shares (as the case may be).

The main purpose of this circular is, among other things, to provide the Shareholders with:

) details of the proposed extension of validity period of the resolution in respect of the
Proposed H Share Issue and related matters, including the extension of validity period of the
authorization to the Board to deal with matters relating to the Proposed H Share Issue, and

the Proposed Subscription by Zhongdian IRICO;

(i)  the opinion and recommendation of the Independent Board Committee on the Proposed
Subscription by Zhongdian IRICO; and

(iii)  a letter of advice from the independent financial adviser to the Independent Board Committee
and the Independent Shareholders containing its opinion and recommendation on the
Proposed Subscription by Zhongdian IRICO.
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II.

PROPOSED EXTENSION OF VALIDITY PERIOD OF THE RESOLUTION IN RESPECT
OF THE PROPOSED H SHARE ISSUE AND RELATED MATTERS INCLUDING
EXTENSION OF VALIDITY PERIOD OF THE AUTHORIZATION TO THE BOARD TO
DEAL WITH MATTERS RELATING TO THE PROPOSED H SHARE ISSUE

References are made to: (i) the announcement of the Company dated 24 July 2017 in relation to
the Proposed H Share Issue, the Proposed Subscription by Zhongdian IRICO and the Proposed
Subscription by Yan’an Dingyuan; (ii) the announcement of the Company dated 16 October 2017
in relation to the Proposed Subscription by Zhangjiagang Investment; (iii) the announcement of the
Company dated 1 February 2018 in relation to the adjustments to the Proposed H Share Issue; (iv)
the announcement of the Company dated 18 April 2018 in relation to the Proposed Subscription by
Hefei Xincheng; (v) the announcement of the Company dated 10 December 2018 in relation to the
receipt of approval from SASAC in respect of the Proposed H Share Issue; (vi) the notice of the
Previous EGM and the notice of the Previous H Share Class Meeting dated 6 December 2018; (vii)
the circular of the Company dated 31 December 2018 in relation to the Proposed H Share Issue,
connected transaction relating to proposed subscription of new H Shares by a connected person, and
proposed amendments to the Articles of Association; (viii) the announcement of the Company dated
23 January 2019 in relation to the poll results of the Previous EGM and Previous H Share Class
Meeting; and (ix) the announcement of the Company dated 6 June 2019 in relation to the receipt of

approval from CSRC in respect of the Proposed H Share Issue.

As disclosed in the poll results announcement of the Company dated 23 January 2019, the resolution
in relation to the Proposed H Share Issue under the specific mandate, including the authorization to
the Board to deal with matters relating to the Proposed H Share Issue, was approved at the Previous
EGM and the Previous H Share Class Meeting, respectively, by the Shareholders or the holders of
H Shares (as the case may be). Therefore, the validity period of the abovementioned resolution will

expire on 22 January 2020.

As at the Latest Practicable Date, the Company has received the approvals from the SASAC and
the CSRC, respectively. The Company still need certain amount of time to approach and negotiate
with the other potential investors and handle the administrative matters for the implementation of
Proposed H Share Issue. The Proposed H Share Issue is expected to be implemented within 2020,
which may be affected by and adjusted based on the market conditions and the actual progress. In
order to ensure the smooth implementation of Proposed H Share Issue, the Board considered that it
is in the best interests of the Company and its Shareholders as a whole to extend the validity period
of the resolution in respect of the Proposed H Share Issue and related matters, including the validity
period of the authorization to the Board to deal with matters relating to the Proposed H Share Issue
for another 12 months from the date of passing such resolution at the EGM and the H Share Class

Meeting, respectively.
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II1.

Save as disclosed in this circular, all other information relating to the Proposed H Share Issue shall

remain unchanged. For details of the Proposed H Share Issue, please refer to Appendix I to this

circular.

PROPOSED SUBSCRIPTION BY ZHONGDIAN IRICO, ZHANGJIAGANG INVESTMENT,
YAN’AN DINGYUAN AND HEFEI XINCHENG

1.

Proposed Subscription by Zhongdian IRICO

)

New H Shares to be subscribed by Zhongdian IRICO

As part of the Proposed H Share Issue, the Company entered into the Subscription
Agreement with Zhongdian IRICO in relation to the Proposed Subscription by
Zhongdian IRICO on 24 July 2017. Pursuant to such agreement, Zhongdian IRICO
has conditionally agreed to subscribe in cash for and the Company has conditionally
agreed to allot and issue not more than 900 million new H Shares at a consideration of
RMB900 million.

Immediately upon completion of the Proposed Subscription by Zhongdian IRICO,
assuming that the number of new H Shares issuable under the Proposed H Share Issue
is 2.3 billion H Shares and the number of new H Shares subscribed by Zhongdian
IRICO is 900 million H Shares, CEC will hold in aggregate 2,533,014,000 Shares
consisting of 1,601,468,000 Domestic Shares through IRICO Group, 31,546,000 H
Shares through Rui Bou Electronics and 900 million new H Shares through Zhongdian
IRICO, representing approximately 55.89% of the enlarged total issued share capital
of the Company.

The actual number of new H Shares to be allotted and issued by the Company to
Zhongdian IRICO pursuant to the Subscription Agreement with Zhongdian IRICO
shall be equivalent to the consideration to be paid by Zhongdian IRICO (i.e., RMB900
million) divided by the subscription price (round up to the nearest integral number of
new H Shares). Even if the Company reduces the size of issue as a result of under-
subscription by other investors (other than Zhongdian IRICO), Zhongdian IRICO will
still subscribe for the new H Shares to be allotted by the Company at a consideration
of RMB900 million, provided that the Company complies with the public float
requirements under Rule 8.08 of the Listing Rules. The Proposed Subscription by

Zhongdian IRICO is not conditional on subscription by other investors.
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(i)

(iii)

Subscription price and pricing principle

The subscription price of the new H Shares to be issued to Zhongdian IRICO under the
Subscription Agreement with Zhongdian IRICO shall be the same as that of the new H
Shares to be issued to the other target subscribers, subject to the same pricing principle
as set out under the paragraph headed “5. Subscription price and pricing principle” in

Appendix I to this circular.

Conditions precedent

The Proposed Subscription by Zhongdian IRICO is subject to satisfaction of the

following conditions, including but not limited to:

(a)  the proposed issue of new H Shares under a specific mandate having been
approved at the EGM and the H Share Class Meeting, and the authorizations

having been granted to the Board;

(b)  the Proposed Subscription by Zhongdian IRICO having been approved at
the EGM by the Independent Shareholders (including but not limited to the
consideration and approval of the Subscription Agreement with Zhongdian
IRICO and all connected transactions contemplated thereunder), and the

authorizations having been granted to the Board;

(c)  the competent authorities and regulatory departments, such as the CSRC and
SASAC, having approved the Proposed H Share Issue pursuant to the specific

mandate; and

(d)  the Listing Committee of the Stock Exchange granting the listing of, and
permission to deal in, all of the new H Shares to be issued and placed pursuant

to the Proposed H Share Issue.

Neither the Company nor Zhongdian IRICO has the right to waive any of the
conditions set out in sub-paragraphs (a) to (d) above. As at the Latest Practicable Date,
all the conditions have been fulfilled except for the condition set out in sub-paragraph
(d) above. As the validity period of the resolution in relation to the Proposed H Share
Issue under the specific mandate, including the authorization to the Board to deal with
matters relating to the Proposed H Share Issue, set out in sub-paragraph (a) will expire
on 22 January 2020, a special resolution will be proposed at the EGM and the H Share

Class Meeting, respectively, to approve the extension of such validity period.
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(iv)

Implications under the Listing Rules

As at the Latest Practicable Date, Zhongdian IRICO, which is directly held as to
72.08% by CEC (the ultimate controlling Shareholder), is an associate of CEC and
thus a connected person of the Company. Therefore, the Proposed Subscription by
Zhongdian IRICO constitutes a connected transaction of the Company and is subject
to the reporting, announcement and Independent Shareholders’ approval requirements
under Chapter 14A of the Listing Rules.

As at the date of the Board meeting, certain Directors, namely, Mr. Si Yuncong and
Mr. Fan Laiying, by virtue of their respective existing senior positions in IRICO
Group, may be considered as having a material interest in the Proposed Subscription
by Zhongdian IRICO. As such, they have abstained from voting on the Board
resolution in respect of the Proposed Subscription by Zhongdian IRICO. Save as stated
above, none of the other Directors has a material interest in the Proposed Subscription
by Zhongdian IRICO and hence no other Director has abstained from voting on such

resolution.

The terms of the Proposed Subscription by Zhongdian IRICO were determined after
arm’s length negotiations between the Company and Zhongdian IRICO. The Directors
(including the independent non-executive Directors, whose opinion has been formed
after taking into account the advice provided by the independent financial adviser) are
of the view that the terms of the Proposed Subscription by Zhongdian IRICO (including
the subscription price) are on normal commercial terms, are fair and reasonable taking
into consideration the prevailing market conditions and are in the interests of the
Company and its Shareholders as a whole, but it is not conducted in the ordinary or

usual course of business of the Company due to the nature of such transaction.

2. Proposed Subscription by Zhangjiagang Investment

)

New H Shares to be subscribed by Zhangjiagang Investment

As part of the Proposed H Share Issue, the Company entered into the Subscription
Agreement with Zhangjiagang Investment in relation to the Proposed Subscription
by Zhangjiagang Investment on 16 October 2017. Pursuant to such agreement,
Zhangjiagang Investment has conditionally agreed to subscribe in cash for and the
Company has conditionally agreed to allot and issue not more than 500 million new H

Shares at a consideration of RMB500 million.

The actual number of new H Shares to be allotted and issued by the Company to
Zhangjiagang Investment pursuant to the Subscription Agreement with Zhangjiagang
Investment shall be equivalent to the consideration to be paid by Zhangjiagang

Investment (i.e., RMB500 million) divided by the subscription price (round up to the
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(i)

(iii)

nearest integral number of new H Shares). Even if the Company reduces the size of
issue as a result of under-subscription by other investors (other than Zhangjiagang
Investment), Zhangjiagang Investment will still subscribe for the new H Shares to
be allotted by the Company at a consideration of RMB500 million, provided that the
Company complies with the public float requirements under Rule 8.08 of the Listing
Rules. The Proposed Subscription by Zhangjiagang Investment is not conditional on

subscription by other investors.

Subscription price and pricing principle

The subscription price of the new H Shares to be issued to Zhangjiagang Investment
under the Subscription Agreement with Zhangjiagang Investment shall be the same
as that of the new H Shares to be issued to the other target subscribers, subject to the
same pricing principle as set out under the paragraph headed “5S. Subscription price

and pricing principle” in Appendix I to this circular.

Conditions precedent

The Proposed Subscription by Zhangjiagang Investment is subject to satisfaction of

the following conditions, including but not limited to:

(a)  the proposed issue of new H Shares under a specific mandate having been
approved at the EGM and the H Share Class Meeting, and the authorizations

having been granted to the Board;

(b)  the competent authorities and regulatory departments, such as the CSRC and
SASAC, having approved the Proposed H Share Issue pursuant to the specific

mandate; and

(c)  the Listing Committee of the Stock Exchange granting the listing of, and
permission to deal in, all of the new H Shares to be issued and placed pursuant

to the Proposed H Share Issue.

Neither the Company nor Zhangjiagang Investment has the right to waive any of the
conditions set out in sub-paragraphs (a) to (c) above. As at the Latest Practicable Date,
all the conditions have been fulfilled except for the condition set out in sub-paragraph
(c) above. As the validity period of the resolution in relation to the Proposed H Share
Issue under the specific mandate, including the authorization to the Board to deal with
matters relating to the Proposed H Share Issue, set out in sub-paragraph (a) will expire
on 22 January 2020, a special resolution will be proposed at the EGM and the H Share

Class Meeting, respectively, to approve the extension of such validity period.
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3.

Proposed Subscription by Yan’an Dingyuan

)

(i)

(iii)

New H Shares to be subscribed by Yan’an Dingyuan

As part of the Proposed H Share Issue, the Company entered into the Subscription
Agreement with Yan’an Dingyuan in relation to the Proposed Subscription by
Yan’an Dingyuan on 24 July 2017. Pursuant to such agreement, Yan’an Dingyuan
has conditionally agreed to subscribe in cash for and the Company has conditionally
agreed to allot and issue not more than 300 million new H Shares at a consideration of
RMB300 million.

The actual number of new H Shares to be allotted and issued by the Company to
Yan’an Dingyuan pursuant to the Subscription Agreement with Yan’an Dingyuan
shall be equivalent to the consideration to be paid by Yan’an Dingyuan (i.e., RMB300
million) divided by the subscription price (round up to the nearest integral number of
new H Shares). Even if the Company reduces the size of issue as a result of under-
subscription by other investors (other than Yan’an Dingyuan), Yan’an Dingyuan will
still subscribe for the new H Shares to be allotted by the Company at a consideration
of RMB300 million. The Proposed Subscription by Yan’an Dingyuan is not

conditional on subscription by other investors.

Subscription price and pricing principle

The subscription price of the new H Shares to be issued to Yan’an Dingyuan under the
Subscription Agreement with Yan’an Dingyuan shall be the same as that of the new H
Shares to be issued to the other target subscribers, subject to the same pricing principle
as set out under the paragraph headed “5. Subscription price and pricing principle” in

Appendix I to this circular.

Conditions precedent

The Proposed Subscription by Yan’an Dingyuan is subject to satisfaction of the

following conditions, including but not limited to:

(a)  the proposed issue of new H Shares under a specific mandate having been
approved at the EGM and the H Share Class Meeting, and the authorizations

having been granted to the Board;
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(b)  the competent authorities and regulatory departments, such as the CSRC and
SASAC, having approved the Proposed H Share Issue pursuant to the specific

mandate; and

(c)  the Listing Committee of the Stock Exchange granting the listing of, and
permission to deal in, all of the new H Shares to be issued and placed pursuant

to the Proposed H Share Issue.

Neither the Company nor Yan’an Dingyuan has the right to waive any of the
conditions set out in sub-paragraphs (a) to (c) above. As at the Latest Practicable Date,
all the conditions have been fulfilled except for the condition set out in sub-paragraph
(c) above. As the validity period of the resolution in relation to the Proposed H Share
Issue under the specific mandate, including the authorization to the Board to deal with
matters relating to the Proposed H Share Issue, set out in sub-paragraph (a) will expire
on 22 January 2020, a special resolution will be proposed at the EGM and the H Share

Class Meeting, respectively, to approve the extension of such validity period.

4. Proposed Subscription by Hefei Xincheng

)

New H Shares to be subscribed by Hefei Xincheng

As part of the Proposed H Share Issue, the Company entered into the Subscription
Agreement with Hefei Xincheng in relation to the Proposed Subscription by Hefei
Xincheng on 18 April 2018. Pursuant to such agreement, Hefei Xincheng has
conditionally agreed to subscribe in cash for and the Company has conditionally
agreed to allot and issue not more than 200 million new H Shares at a consideration of
RMB200 million.

The actual number of new H Shares to be allotted and issued by the Company to
Hefei Xincheng pursuant to the Subscription Agreement with Hefei Xincheng shall
be equivalent to the consideration to be paid by Hefei Xincheng (i.e., RMB200
million) divided by the subscription price (round up to the nearest integral number
of new H Shares). Even if the Company reduces the size of issue as a result of
under-subscription by other investors (other than Hefei Xincheng), Hefei Xincheng
will still subscribe for the new H Shares to be allotted by the Company at a
consideration of RMB200 million. The Proposed Subscription by Hefei Xincheng is

not conditional on subscription by other investors.
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(i)

(iii)

Subscription price and pricing principle

The subscription price of the new H Shares to be issued to Hefei Xincheng under the
Subscription Agreement with Hefei Xincheng shall be the same as that of the new H
Shares to be issued to the other target subscribers, subject to the same pricing principle
as set out under the paragraph headed “5. Subscription price and pricing principle” in

Appendix I to this circular.

Conditions precedent

The Proposed Subscription by Hefei Xincheng is subject to satisfaction of the

following conditions, including but not limited to:

(a)  the proposed issue of new H Shares under a specific mandate having been
approved at the EGM and the H Share Class Meeting, and the authorizations

having been granted to the Board;

(b)  the competent authorities and regulatory departments, such as the CSRC and
SASAC, having approved the Proposed H Share Issue pursuant to the specific

mandate; and

(c)  the Listing Committee of the Stock Exchange granting the listing of, and
permission to deal in, all of the new H Shares to be issued and placed pursuant

to the Proposed H Share Issue.

Neither the Company nor Hefei Xincheng has the right to waive any of the conditions
(a) to (c) above. As at the Latest Practicable Date, all the conditions have been
fulfilled except for the condition set out in sub-paragraph (c) above. As the validity
period of the resolution in relation to the Proposed H Share Issue under the specific
mandate, including the authorization to the Board to deal with matters relating to the
Proposed H Share Issue, set out in sub-paragraph (a) will expire on 22 January 2020,
a special resolution will be proposed at the EGM and the H Share Class Meeting,

respectively, to approve the extension of such validity period.
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Possible Changes in Share Capital and Shareholding Structure

For reference and illustrative purposes only, assuming that: (i) the specific mandate is

granted by the Shareholders at the forthcoming EGM and the H Share Class Meeting; (ii) the

Board exercises in full the specific mandate to issue new H Shares; (iii) all conditions for

the issue and placing of new H Shares have been satisfied; (iv) each of Zhongdian IRICO,

Zhangjiagang Investment, Yan’an Dingyuan and Hefei Xincheng subscribes for 900 million,

500 million, 300 million and 200 million new H Shares; and (v) other investors subscribe

for 400 million new H Shares, respectively, the possible changes in the share capital and

shareholding structure of the Company will be as follows:

Domestic Shares
IRICO Group

H Shares

H Shares in issue

— Rui Bou Electronics”

— Existing public Shareholders

New H Shares to be issued

- Zhongdian IRICO?

- Zhangjiagang Investment”
- Yan’an Dingyuan”

— Hefei Xincheng®”

— Other investors under the

Proposed H Share Issue”

Total

Notes:

As at the Latest Practicable

Date
Percentage of
Number of total issued
Shares share capital

Immediately after the full exercise

of the specific mandate
Percentage of
Number of total issued

Shares share capital

1,601,468,000 71.74% 1,601,468,000 35.33%
630,881,400 28.26% 630,881,400 13.92%
31,546,000 1.41% 31,546,000 0.70%
599,335,400 26.85% 599,335,400 13.22%
- - 2,300,000,000 50.75%

- - 900,000,000 19.86%

- - 500,000,000 11.03%

- - 300,000,000 6.62%

- - 200,000,000 4.41%

- - 400,000,000 8.83%
2,232,349,400 100% 4,532,349,400 100%

(1) Rui Bou Electronics is a wholly-owned subsidiary of IRICO Group as at the Latest Practicable
Date, and thus the shares held by it are not regarded as being in public hands;
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(2) Zhongdian IRICO is directly held as to 72.08% by CEC and 27.92% by IRICO Group as at the
Latest Practicable Date, and thus the shares held by it will not be regarded as being in public
hands;

3) Zhangjiagang Investment will be regarded as a core connected person of the Company directly
holding approximately 11.03% of the enlarged total issued share capital of the Company
immediately after the full exercise of the specific mandate, and thus the shares held by it will
not be regarded as being in public hands;

4) Yan’an Dingyuan and its ultimate beneficial owners are and will be third parties independent of
the Company and its connected persons as at the Latest Practicable Date and immediately after
the full exercise of the specific mandate, and thus the shares held by it will be regarded as being
in public hands;

(5) Hefei Xincheng and its ultimate beneficial owners are and will be third parties independent of
the Company and its connected persons as at the Latest Practicable Date and immediately after
the full exercise of the specific mandate, and thus the shares held by it will be regarded as being
in public hands;

(6) it is intended that any of the other target subscribers and their respective ultimate beneficial
owners are and will be third parties independent of the Company and its connected persons, and
thus the shares held by them will be regarded as being in public hands;

(7) the public float is expected to be 33.08% upon completion of the Proposed H Share Issue; and

(8) any discrepancies in this table between totals and sums of amounts listed herein are due to
rounding.

Under the circumstance of under-subscription for the new H Shares proposed to be issued by
Yan’an Dingyuan, Hefei Xincheng or other investors, where may lead to the situation that
the percentage of H Shares in public hands becomes less than the required minimum, each of
the Company, Zhongdian IRICO and Zhangjiagang Investment provides that the number of
new H Shares to be allotted and issued to Zhongdian IRICO or Zhangjiagang Investment (as
the case may require) will be reduced through arm’s length negotiation in order to maintain
the public float as required under Rule 8.08 of the Listing Rules (i.e., at least 25% of the

Company’s total number of issued shares must at all times be held by the public).

Upon completion of the Proposed H Share Issue, CEC and IRICO Group will remain as the
controlling Shareholder of the Company, and the Proposed H Share Issue will not result in a

change in control of the Company.

Possible Application for Listing

Should the Board, upon obtaining the specific mandate, proceed to exercise the specific
mandate to issue new H Shares, the Company will apply to the Listing Committee of the

Stock Exchange for the listing of, and permission to deal in, all of the new H Shares to be

issued and placed pursuant to the Proposed H Share Issue.
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General Information

The Company is principally engaged in the construction and operation of solar power
plants; the research, development, production and sales of solar photovoltaic glass, solar cell
modules and relevant products, upstream materials of lithium battery and materials relevant
to flat panel display; and the processing of quartz sand, an upstream material for photovoltaic

glass.

Zhongdian IRICO is principally engaged in the research, development, services and transfer
of electronic information technology, industrial investment and assets operation management

services, property investment and property operation management services.

Zhangjiagang Investment is principally engaged in equity investment, investment
management and investment consultation. The ultimate beneficial owners of Zhangjiagang
Investment are Collective Assets Management Commission of Yangshe Town, Zhangjiagang
City* (REWBH & HEEMEEEMZ B E) (a collective-owned organization) and
Administration Commission of Zhangjiagang Economic and Technological Development
Zone* (il s S8 1 0l BH 4% 45 P25 B ) (a state-owned organization), who hold 75%

and 25% equity interest in Zhangjiagang Investment, respectively.

Yan’an Dingyuan is principally engaged in financing services and loans in uniform
arrangement for small and medium enterprises; external investment; investment management
and consultation; and finance consultation. The ultimate beneficial owners of Yan’an
Dingyuan are Finance Bureau of Yan’an City* (X% i B4 E{J5)) and CDB Development Fund
Co., Ltd.* (2 B %% i 54 A PR/ Fl), who hold 51.67% and 48.33% equity interest in Yan’an

Dingyuan, respectively.

Hefei Xincheng is a wholly state-owned company with limited liability incorporated in the
PRC and is principally engaged in the investment, operation and management of state-owned
assets and project investment management; the investment, financing, construction,
operation and management of urban infrastructure and public municipal facilities; the
construction, investment, operation and management of park infrastructure; the development
of state-owned land; the investment in property development projects; parking lot services;
housing leases and storage services (except hazardous articles). The ultimate beneficial
owner of Hefei Xincheng is the State-owned Assets Management Bureau of Hefei Xinzhan
High-tech Industrial Development Zone* ({5 AE 3 = 7 45 il 5 35 BH 5% I B0 A 5 7 i L)),
who holds 100% equity interest in Hefei Xincheng.
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To the best of the Directors’ knowledge, information and belief, having made all reasonable
enquiries, Zhangjiagang Investment, Yan’an Dingyuan, Hefei Xincheng and their respective
ultimate beneficial owners are third parties independent of the Company and its connected

persons. None of them has any prior dealings with the Company.

Reasons for and Benefits of the Proposed H Share Issue

Apart from the Proposed H Share Issue to specific investors for financing, the Company
also considered the fund-raising methods such as issue of convertible corporate bonds and
rights issue. Given that (i) as the Company is currently suffering from the high gearing
ratio, the issuance of convertible corporate bonds will further heighten the gearing ratio of
the Company, thus jeopardizing the improvement of asset structure of the Company; (ii)
the Company, being a joint stock Company incorporated in the People’s Republic of China
with limited liability, shall not issue new shares at the par value of each share lower than
RMBI1 pursuant to relevant laws, and the issuance of new H shares at the price far higher
than the value of net asset per share by the Company to substantial Shareholders and external
investors is beneficial for the increase in net asset per share of the Company and enables the
existing public investors to enjoy the benefits resulting from increase in net asset per share
without any capital injection. On the contrary, in case of fund raising from solely the existing
Shareholders by way of share offer, financing results will not be as fruitful as the foregoing;
(iii) as there are heavy capital demands in the projects which the proceeds are about to be
invested in, it is expected that financing by way of issuance of convertible corporate bonds
or share offer may result in a failure in fulfilment of such capital demands, the Company
did not adopt such financing methods. In addition, the Company also sought to carry out
financing lease, factoring of accounts receivable, supply chain financing, industry funds
and other financing channels to acquire the funds required, and communicate with industry
funds, financial institutions, etc. However, due to the high financing costs and cumbersome
approval procedures, such methods cannot effectively improve the Company’s asset-liability

structure. Therefore, the Company did not adopt such methods for financing.

The Board believes that the Proposed H Share Issue offers a good opportunity to raise capital
for the Group’s Yan’an Photovoltaic Glass Project, Hefei Photovoltaic Glass Project (Phase
IT), Xianyang Photovoltaic Glass Relocation and Technical Innovation Project and IRICO
Yongneng 2GW Photovoltaic Modules Project. The gross proceeds from the Proposed H
Share Issue will be mainly used for project construction and replenishing working capital.
The proceeds, upon being received, will increase the net assets value per Share of the
Company and lower the gearing ratio. The gearing ratio of the Company will decrease from
94.40% as at 30 June 2019 to approximately 62.7% (assuming the gross proceeds being
approximately RMB2.3 billion). Upon being put into production, the projects will help the
Company expand its business, thus further enhancing the profitability of the Company and

improving the financing environment.
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Iv.

Currently, all of the businesses of the Company are in normal operation being financed
by its own funds and the borrowings. Upon completion of the Proposed H Share Issue,
such borrowings will be replaced by the proceeds from the Proposed H Share Issue, thus
lowering the financing costs and optimizing the asset structure of the Company. The Board
also believes that the delay in completion of the Proposed H Share Issue does not have any
material adverse impact on the Company’s development plan and the proceeds from the
Proposed H Share Issue would satisfy the Company’s expected funding needs for the next 12
months.

In March 2016, the Company’s name was changed from IRICO GROUP ELECTRONICS
COMPANY LIMITED* (% 414E 8 78 1 B3 A PR~ 7l) into IRICO GROUP NEW ENERGY
COMPANY LIMITED* (¥ ML4E 1857 GE VR I 3 A FR 2 #]). The Company has realised
transformation from the traditional colour picture tubes industry to solar photovoltaic glass,
solar photovoltaic power station, new materials and other new industries. The gross proceeds
from the Proposed H Share Issue will be used for photovoltaic glass and photovoltaic
modules projects and can facilitate the development of new energy businesses of the
Company in a better way, which is in line with the aforesaid development strategies for

business transformation.

In addition, the Board believes that the Proposed Subscription by Zhongdian IRICO is

beneficial for the Company to optimize its shareholding structure and asset structure.

9. Fund Raising Activities in the Past 12 Months

The Company has not conducted any fund raising activities involving the issue of equity

securities in the 12 months immediately prior to the Latest Practicable Date.

PROPOSED AMENDMENTS OF THE ARTICLES OF ASSOCIATION

As a result of the issue of new H Shares pursuant to the Proposed H Share Issue, the shareholding
structure of the Company will change upon completion of the Proposed H Share Issue and as such,
the Articles of Association will need to be amended to reflect the relevant changes. A resolution will
be proposed at the EGM and the H Share Class Meeting to approve the granting of an authorization
to the Board to arrange for the necessary amendments to Article 22 of the Articles of Association
after completion of the Proposed H Share Issue. The exact amendments to the Articles of Association
cannot be confirmed unless and until the Proposed H Share Issue has been completed. Details of the

amendments to the Articles of the Association is set out as follows.
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Adding the new Clause 4 of Article 22 as:

“Approved by the extraordinary general meeting and the class meeting of the holders of H Shares
dated 23 January 2019 and 20 January 2020, the Company has completed the non-public issuance
of [*] shares of overseas-listed foreign investment shares, the registered capital being changed into
RMB|°], the total number of shares being changed into [¢] shares, of which 1,601,468,000 shares
are domestic investment shares, accounting for [*]%, and [°] shares are foreign investment shares,

accounting for [*]%.”

EGM AND H SHARE CLASS MEETING

The Proposed H Share Issue under a specific mandate shall be considered as a variation of rights of
the holders of Domestic Shares and H Shares under the Articles of Association. As such, pursuant
to the Articles of Association and Rule 19A.38 of the Listing Rules, the proposed extension of
validity period of the resolution in respect of the proposed H Share Issue and related matters is
required to be approved by way of a special resolution at a general meeting and separate class
meetings of the holders of Domestic Shares and H Shares. Given that Zhongdian IRICO, an associate
of IRICO Group, will be a subscriber for the Proposed H Share Issue, IRICO Group directly holding
1,601,468,000 Domestic Shares and indirectly holding 31,546,000 H Shares through Rui Bou
Electronics, representing 100% of the existing issued Domestic Shares and approximately 73.15%
of the issued share capital of the Company as at the Latest Practicable Date, may be considered as
having a material interest in the Proposed H Share Issue. As such, IRICO Group and its subsidiary,
Rui Bou Electronics, will be required to abstain from voting at the EGM and the class meeting of
the holders of Domestic Shares (if convened) on the resolutions in relation to the Proposed H Share
Issue. Accordingly, the Board will not convene a class meeting of the holders of Domestic Shares
to consider and approve the resolutions in relation to the Proposed H Share Issue. The resolutions in
relation to the Proposed H Share Issue will only be put forward at the EGM and the H Share Class
Meeting, respectively, for the consideration and approval of the Shareholders or the holders of H

Shares (as the case may be).

The resolution in relation to the Proposed Subscription by Zhongdian IRICO will be put forward
by way of a special resolution at the EGM for the consideration and approval of the Independent
Shareholders.

CEC and its associates, including IRICO Group and its subsidiary, Rui Bou Electronics, which
directly hold 1,601,468,000 Domestic Shares and 31,546,000 H Shares, representing an aggregate of
approximately 73.15% of the issued share capital of the Company as at the Latest Practicable Date,
will be required to abstain from voting at the EGM on the resolutions in relation to the Proposed
Subscription by Zhongdian IRICO.
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VI.

VIIL.

The Independent Board Committee has been formed in accordance with the Listing Rules to
advise the Independent Shareholders on the Proposed Subscription by Zhongdian IRICO. In this
connection, Octal Capital has been appointed as the independent financial adviser to advise the
Independent Board Committee and the Independent Shareholders in relation to the Proposed

Subscription by Zhongdian IRICO.

RECOMMENDATIONS

The Directors (including the independent non-executive Directors) are of the view that the proposed
extension of validity period of the resolution in respect of the Proposed H Share Issue and related
matters, including the extension of validity period of the authorization to the Board to deal with
matters relating to the Proposed H Share Issue, is in the best interests of the Company and its

Shareholders as a whole.

The Directors (including the independent non-executive Directors) are of the view that the terms
of the Proposed Subscription by Zhongdian IRICO (including the subscription price) are on normal
commercial terms, are fair and reasonable taking into consideration the prevailing market conditions
and are in the interests of the Company and its Shareholders as a whole, but it is not conducted in

the ordinary or usual course of business of the Company due to the nature of such transaction.

Accordingly, the Directors recommend the Shareholders or the Independent Shareholders (as the
case may be) to vote in favour of all the resolutions to be proposed at each of the EGM and H Share

Class Meeting.

ADDITIONAL INFORMATION

Your attention is drawn to the letter from the Independent Board Committee set out on pages 18
to 19 of this circular containing the recommendation of the Independent Board Committee to the
Independent Shareholders concerning the Proposed Subscription by Zhongdian IRICO. The advice
from the independent financial adviser to the Independent Board Committee and the Independent
Shareholders, on the fairness and reasonableness of the terms of the Proposed Subscription by

Zhongdian IRICO is set out on pages 20 to 49 of this circular.

Your attention is also drawn to the information set out in the appendices to this circular.

By order of the Board
IRICO Group New Energy Company Limited*
Si Yuncong

Chairman

*  For identification purpose only
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IRICO

IRICO GROUP NEW ENERGY COMPANY LIMITED®

(A joint stock company incorporated in the People’s Republic of China with limited liability)

(Stock Code: 0438)

Legal address and the head office in the PRC:
No. 1 Caihong Road

Xianyang, Shaanxi Province

The People’s Republic of China

Postal code: 712021

Principal place of business in Hong Kong:
Units 1607-8, 16/F, Citicorp Centre

18 Whitfield Road, Causeway Bay

Hong Kong

Hong Kong share registrar and transfer office:

Computershare Hong Kong
Investor Services Limited
17M/F

Hopewell Centre

183 Queen’s Road East
Hong Kong
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To the Independent Shareholders

Dear Sir or Madam,

CONNECTED TRANSACTION RELATING TO PROPOSED
SUBSCRIPTION OF NEW H SHARES BY A CONNECTED PERSON

We refer to the circular of the Company dated 31 December 2019 (the “Circular”), of which this letter
forms a part. Terms defined therein shall have the same meanings when used in this letter unless the

context otherwise requires.

We have been appointed by the Board as the Independent Board Committee to advise you as to whether
in our opinion, the terms of the Proposed Subscription by Zhongdian IRICO are fair and reasonable so far
as the Independent Shareholders are concerned, the Proposed Subscription by Zhongdian IRICO are on
normal commercial terms and in the ordinary and usual course of business of the Company, and are in the

interests of the Company and the Shareholders as a whole.

Octal Capital has been appointed by the Company as the independent financial adviser to advise
the Independent Board Committee on the fairness and reasonableness of the terms of the Proposed
Subscription by Zhongdian IRICO. Details of the advice from Octal Capital, together with the principal
factors taken into consideration in arriving at such advice, are set out in its letter on pages 20 to 49 of the

Circular.

We wish to draw your attention to the letter from the Board set out on pages 1 to 17 of the Circular.
Having considered the information contained in the letter from the Board, the interests of the Independent
Shareholders and the advice and recommendations given by Octal Capital, we consider that the terms of
the Proposed Subscription by Zhongdian IRICO are fair and reasonable and on normal commercial terms,
and are in the interests of the Company and the Shareholders as a whole, but it is not conducted in the

ordinary or usual course of business of the Company due to the nature of such transaction.

Accordingly, we recommend that the Independent Shareholders vote in favour of the resolution regarding

the Proposed Subscription by Zhongdian IRICO to be proposed at the EGM.

Yours faithfully,
IRICO Group New Energy Company Limited*
Feng Bing Wang Jialu Wang Zhicheng

Independent Board Committee

*  For identification purpose only
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The following is the letter of advice from Octal Capital Limited to the Independent Board Committee and
the Independent Shareholders in respect of the terms of the Proposed Subscription of New H Shares by a

Connected Person prepared for the purpose of inclusion in this circular.

Octal Capital Limited

‘,\ g T /B R 2 T 801-805, 8th Floor, Nan Fung Tower

OCTAL Capita| Limited 88 Connaught Road Central
Hong Kong

31 December 2019
To the Independent Board Committee and the Independent Shareholders

Dear Sirs,

CONNECTED TRANSACTION RELATING TO PROPOSED SUBSCRIPTION OF
NEW H SHARES BY A CONNECTED PERSON

INTRODUCTION

We refer to our engagement to advise the Independent Board Committee and the Independent Shareholders
in respect of the Proposed Subscription by Zhongdian IRICO, particulars of which are set out in the letter
from the Board (the “Letter from the Board”) of the circular to the Shareholders dated 31 December
2019 (the “Circular”) and in which this letter is reproduced. Unless the context requires otherwise,

capitalized terms used in this letter shall have the same meanings as defined in the Circular.
i) The Proposed Extension

As set out in the Letter from the Board, the resolution in relation to the Proposed H Share Issue
under the specific mandate, including the authorization to the Board to deal with matters relating
to the Proposed H Share Issue, was approved at the Previous EGM and the Previous H Share
Class Meeting, respectively, by the Shareholders or the holders of H Shares (as the case may be).
Therefore, the validity period of the abovementioned resolution will expire on 22 January 2020. As
at the Latest Practicable Date, the Company has received the approvals from the SASAC and the
CSRC, respectively. Considering that the Company still needs certain amount of time to approach
and negotiate with the other potential investors and handle the administrative matters for the
implementation of the Proposed H Share Issue, in order to ensure the smooth implementation of the
Proposed H Share Issue, the Board considered that it is in the best interests of the Company and its
Shareholders as a whole to extend the validity period of the resolution in respect of the Proposed
H Share Issue and related matters, including the validity period of the authorization to the Board
to deal with matters relating to the Proposed H Share Issue for another 12 months from the date of

passing such resolution at the EGM and the H Share Class Meeting, respectively.
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Pursuant to the Subscription Agreements, each of Zhongdian IRICO, Zhangjiagang Investment, Yan’an
Dingyuan and Hefei Xincheng has conditionally agreed to subscribe in cash for, and the Company has
conditionally agreed to allot and issue, not more than 900 million, 500 million, 300 million and 200
million new H Shares at a consideration of RMB900 million, RMB500 million, RMB300 million and
RMB200 million, respectively. Immediately upon completion of the Proposed Subscription by Zhongdian
IRICO, assuming that the number of new H Shares issuable under the Proposed H Share Issue is
2,300,000,000 H Shares and Zhongdian IRICO subscribed for 900,000,000 H Shares, CEC will hold in
aggregate 2,533,014,000 Shares consisting of (i) 1,601,468,000 Domestic Shares through IRICO Group;
(i) 31,546,000 H Shares through Rui Bou Electronics; and (iii) 900,000,000 H Shares through Zhongdian
IRICO, representing approximately in aggregate 55.89% of the enlarged total issued share capital of the
Company. The maximum new H Shares to be subscribed by Zhongdian IRICO represent (i) approximately
40.32% of the existing issued share capital of the Company as at the Latest Practicable Date; and (ii)
approximately 19.86% of the issued share capital of the Company as enlarged by the Proposed H Share
Issue. The Proposed H Share Issue will be made under the specific mandate to be sought at the EGM.

As Zhongdian IRICO, which is directly held as to 72.08% by CEC (the ultimate controlling Shareholder),
is an associate of CEC and thus a connected person of the Company, the Proposed Subscription by
Zhongdian IRICO constitutes a connected transaction for the Company and is subject to the reporting,
announcement and Independent Shareholders’ approval requirements under Chapter 14A of the Listing

Rules.

We are not connected with the Directors, chief executive and substantial shareholders of the Company or
Zhongdian IRICO or IRICO Group or CEC or any of their respective subsidiaries or associates and are
therefore considered suitable to give independent advice to the Independent Board Committee and the

Independent Shareholders.

During the last two years, we were engaged as an independent financial adviser to the Company (the
“Previous Engagements”) in respect of (i) the connected and discloseable disposal of 90% equity
interest in Kunshan IRICO; (ii) the connected and discloseable disposal of 51% equity interest in Zhuhai
Caizhu; (iii) the continuing connected transactions; (iv) the connected transaction relating to the proposed
subscription of new H shares by a connected person; and (v) discloseable and connected transactions
in relation to accounts receivables assignment agreements (for details please refer to the circulars of
the Company dated 3 April 2017, 1 June 2018, 3 December 2018, 31 December 2018 and 28 June 2019
respectively). Under the Previous Engagements, we were required to express our opinion on and give
recommendation to the Independent Board Committee and Independent Shareholders in respect of the
relevant transactions. Apart from normal professional fees payable to us by the Company in connection
with this appointment, no arrangement exists whereby we will receive any fees or benefits from the
Company or the directors, chief executive and substantial shareholders of the Company or Zhongdian

IRICO or IRICO Group or CEC or any of their respective subsidiaries or associates.
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In formulating our opinion, we have relied on the accuracy of the information and representations
contained in the Circular and have assumed that all information and representations made or referred to
in the Circular were true at the time they were made and continue to be true as at the Latest Practicable
Date. We have also relied on our discussion with the Directors and management of the Company
regarding the Group and the Subscription Agreement with Zhongdian IRICO, including the information
and representations contained in the Circular. We have also assumed that all statements of belief, opinion
and intention made by the Directors and management of the Company in the Circular were reasonably
made after due enquiry. We consider that we have reviewed sufficient information to reach an informed
view, to justify our reliance on the accuracy of the information contained in the Circular and to provide a
reasonable basis for our advice. We have no reason to suspect that any material facts have been omitted
or withheld from the information contained or opinions expressed in the Circular nor to doubt the truth,
accuracy and completeness of the information and representations provided to us by the Directors and
management of the Company. We have not, however, conducted an independent in-depth investigation
into the business and affairs of the Group, Zhongdian IRICO and their respective associates nor have we

carried out any independent verification of the information supplied.

PRINCIPAL FACTORS AND REASONS CONSIDERED

In arriving at our opinion regarding the terms of the Proposed Subscription by Zhongdian IRICO and
giving our independent financial advice to the Independent Board Committee and the Independent

Shareholders, we have considered the following principal factors and reasons:

1. Background of and reasons for the Proposed Subscription by Zhongdian IRICO and use of

proceeds

The Company is a joint stock company incorporated in the PRC with limited liability, the H Shares
of which are listed on the Main Board of the Stock Exchange. The Group is principally engaged
in the construction and operation of solar power plants; the research, development, production and
sales of solar photovoltaic glass, solar cell modules and relevant products, upstream materials of
lithium battery and materials relevant to flat panel display; and the processing of quartz sand, an

upstream material for photovoltaic glass.
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Set out below is a summary of the consolidated financial information of the Company for the
two years ended 31 December 2017 and 2018 and the six months ended 30 June 2018 and 2019
as extracted from the Company’s annual report for the year ended 31 December 2018 (the “2018

Annual Report”) and the Company’s interim report for the six months ended 30 June 2019 (the

“2019 Interim Report”):

For the six months ended 30 June For the year ended 31 December

2019 2018
unaudited unaudited
RMB’000 RMB’000
Turnover 1,087,147 1,167,281
Gross profit 99,728 198,727
Profit for the year/period
attributable to the
owners of the Company 45,137 202,030
As at 30 June
2019
unaudited
RMB’000
Property, plant and equipment (Note) 2,376,983
Cash at bank and on hand 254,120
Total assets 4,938,133
Total liabilities 4,661,604
Net assets 276,529
Note:

2018
audited
RMB’000

2,331,919
242,906

81,298

2017
audited
RMB’000
(restated)

2,471,466
277,664

90,008

As at 31 December

2018
audited
RMB’000

2,274,662
260,547
4,870,777
4,656,994
213,783

2017
audited
RMB’000
(restated)

1,761,301
491,508
4,596,607
4,355,018
241,589

The property, plant and equipment included fixed assets and construction in progress as set out in the 2018

Annual Report and 2019 Interim Report
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As set out above, we noted that (i) the turnover of the Group was approximately RMB2,331.9
million for the year ended 31 December 2018, representing a year-on-year decrease of
approximately 5.6% when compared to the year 2017 and (ii) the gross profit (being turnover
minus operating costs) of the Group was approximately RMB242.9 million for the year ended 31
December 2018, representing a year-on-year decrease of approximately 12.5% when compared
to the year 2017. The decrease was mainly due to the decrease in revenue from trading and other
businesses and the significant decrease in the gross profit of photovoltaic glass in the second half
of 2018 was mainly attributable to the reduction in prices of photovoltaic glass following the
introduction of the “531” new policy. As a result, the Group has recorded a net profit attributable
to the owners of the Company of approximately RMBS81.3 million, representing a year-on-year
decrease of approximately 9.7% when compared to the year 2017. As regards the financial position
of the Group, the net assets of the Group decreased from approximately RMB241.6 million as
at 31 December 2017 to RMB213.8 million as at 31 December 2018. Such decrease was mainly
attributable to a decrease in cash at bank and on hand, decrease in prepayments, decrease in other

non-current assets and increase in long-term borrowings.

As set out above, we noted that (i) the turnover of the Group was approximately RMB1,087.1
million for the six months ended 30 June 2019, representing a year-on-year decrease of
approximately 6.9% when compared to the corresponding six-month period in 2018 and
(ii) the gross profit (being turnover minus operating costs) of the Group was approximately
RMB99.7 million for the six months ended 30 June 2019, representing a year-on-year decrease
of approximately 49.8% when compared to the corresponding six-month period in 2018. The
Group has recorded a net profit attributable to the owners of the Company of approximately
RMB45.1 million for the six months ended 30 June 2019, representing a year-on-year decrease of
approximately 77.7% when compared to the same period in 2018. The decrease was mainly due
to the decrease in revenue from photovoltaic business which was attributable to the reduction in
the price of photovoltaic glass, the decrease in revenue from trading business and the decrease in
compensation for the shutdown of Xianyang photovoltaic project. As regards the financial position
of the Group, the net assets of the Group increased from approximately RMB213.8 million as at 31
December 2018 to RMB276.5 million as at 30 June 2019. Such increase was mainly attributable
to increase in receivables financing, increase in right-of-use assets, increase in development
expenditures and decrease in long-term borrowings which is partially offset by the increase in long-

term payables.
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According to the 2018 Annual Report and 2019 Interim Report, the production and sales of solar
photovoltaic glass, solar cell modules and relevant products have become the core business of the
Group. As advised by the Company, the Company has been investing in four projects (the “Four
Projects”), which are (i) Yan’an Photovoltaic Glass Project; (ii) Hefei Photovoltaic Glass Project
(Phase II); (iii) Xianyang Photovoltaic Glass Relocation and Technical Innovation Project; and (iv)
IRICO Yongneng 2GW Photovoltaic Modules Project, as the continuity of the Company’s focus on
its core solar products segment. The Four Projects will require approximately RMB2,000 million
to complete. In view of the bank balance and cash of the Company, it is insufficient to support the
capital requirement of the Four Projects, thus the Company used its own funds and has increased its

borrowing to finance its operation.

In respect of the Yan’an Photovoltaic Glass Project, the Company plans to allocate approximately
21.7% of the gross proceeds of the Proposed H Share Issue for the construction of a furnace and
ancillary production lines for solar photovoltaic glass with a daily melting capacity of 800-850 t/d
in Yan’an City. As set out in the announcement of the Company dated 17 August 2016, the Yan’an
Photovoltaic Glass Project’s annual output of solar photovoltaic glass coated products is expected

to reach 26 million square meters upon completion.

In respect of the Hefei Photovoltaic Glass Project (Phase II), the Company plans to allocate
approximately 21.7% of the gross proceeds of the Proposed H Share Issue as the investment costs
for the development of such project. As disclosed in the announcement of the Company dated
12 September 2016, the self-developed oxygen-fuel combustion furnace in Hefei Photovoltaic
Glass Project (Phase II) has already passed the expert appraisal organized by the Chinese Institute
of Electronics and is expected to have the annual production of 24.84 million square meters of
tempered and coated photovoltaic glass. Featured with low energy consumption, low emission and
high efficiency, the oxygen-fuel combustion glass furnace is qualified for numerous proprietary

intelligent property rights and its key technology has reached the advanced standard in the world.

In respect of the Xianyang Photovoltaic Glass Relocation and Technical Innovation Project, the
Company plans to allocate approximately 21.7% of the gross proceeds of Proposed H Share Issue
as the investment costs for the development of such project. As advised by the Company, the
Xianyang Photovoltaic Glass Relocation and Technical Innovation Project is expected to have
annual production of photovoltaic tempered glass of approximately 25 million square meters.
The Company is of the opinion that the Xianyang Photovoltaic Glass Relocation and Technical
Innovation Project can bring stable revenue to the Group considering that (i) the global solar
photovoltaic market is expected to grow from USD4.3 billion in 2017 to USD18.4 billion in 2022,
representing a compound annual growth rate of 33.7% according to a report published by Markets
and Markets; (ii) the Xianyang Photovoltaic Glass Relocation and Technical Innovation Project can
produce photovoltaic tempered glass at a lower unit cost; and (iii) the Xianyang Photovoltaic Glass
Relocation and Technical Innovation Project is located in the central part of China where the Group
can conveniently transport photovoltaic tempered glass product to the customers including but not

limited to the ones in north-western China.
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Further, the Company plans to allocate approximately 21.7% of the gross proceeds of Proposed
H Share Issue for the investment in IRICO Yongneng 2GW Photovoltaic Modules Project. As
advised by the Company, Jiangsu IRICO Yongneng New Energy Company Limited, a subsidiary
of the Company, proposes to invest in the construction of the project in Zhangjiagang Economic
Development Zone, purchase 200 sets of full-automatic production equipment and photovoltaic
modules instruments and equip with the relevant power auxiliary facilities. Upon completion, the
annual production capacity of photovoltaic module products is expected to be 2GW and the total

investment amount of this project is approximately RMB1.8 billion.

As the PRC government has launched policies to promote and support grid parity for photovoltaic
power generation, the demand for installed photovoltaic capacity will change from being policy-
oriented to being market-driven, while the global demand for photovoltaic power generation will
also develop in a diversified way, and the market demand will increase steadily. The Directors
consider that the investment in the Four Projects will consistently improve the vertical consolidation
of solar photovoltaic power business, being in line with the government policies as well as interest
of the Company in the long run. Moreover, as disclosed in the announcement of the Company dated
3 July 2019, the Company entered into a sales agreement to supply and sale of an aggregate of
68,500,000 square meters of photovoltaic glass with an estimated consideration of RMB 1.8 billion.
Considering the existing production capacity of the Group and the expected growth of the future
demand of the photovoltaic glass, the Directors are of the view that it is necessary to raise capital to

support its future development and business expansion.

In order to avoid further increasing its borrowings which would increase the financing costs of
the Company and have an adverse impact on the financial position of the Company, the Directors
is of the view that, upon completion of the Proposed H Share Issue, the proceeds will be used to
mainly finance the Four Projects and to replenish working capital level of the Group, which would,
on the other hand, improve the financial and liquidity position of the Group. Upon completion
of the Proposed H Share Issue, there will be a dilution impact on the shareholding of CEC. The
shareholding of the Company indirectly held by CEC through IRICO Group and its subsidiary,
Rui Bou Electronics, will decrease from approximately 73.15% of the issued share capital of the
Company as at the Latest Practicable Date to approximately 36.03% of the enlarged total issued
share of the Company. In order to maintain CEC’s controlling stake over the Company, Zhongdian
IRICO has conditionally agreed to subscribe in cash for and the Company has conditionally agreed
to allot and issue not more than 900 million new H Shares at a total consideration of RMB900
million. Assuming the full exercise of the specific mandate, the shareholding of Zhongdian
IRICO will be 19.86% of the enlarged total issued share capital of the Company upon completion
of the Proposed H Share issue. Despite the dilution impact of the Proposed H Share Issue, the
shareholding of the Company indirectly held by CEC through IRICO Group, Rui Bou Electronics
and Zhongdian IRICO will be approximately 55.89% in total upon the completion of the Proposed
H Share Issue. CEC will still be able to maintain the control of the Company and lead the Company

in the transformation of business.
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Having considered the above and our discussion with the management of the Company, we concur
with the view of the Company that the Proposed Subscription by Zhongdian IRICO is in the
interests of the Company and Shareholders as a whole to contribute fund for the Four Projects as
to strengthen the capabilities for future development of the Group and also allow CEC to maintain

status of ultimate controlling Shareholder in order to steer the business transformation.

Terms of Proposed Subscription by Zhongdian IRICO

Pursuant to the Subscription Agreement with Zhongdian IRICO approved by the Board on 24
July 2017, the Company shall allot and issue not more than 900 million new H Shares with a
nominal value of RMB1.00 to Zhongdian IRICO as part of the Proposed H Share Issue. The total
consideration of RMB900 million shall be payable in cash by Zhongdian IRICO upon Completion.

Pursuant to the Subscription Agreement with Zhongdian IRICO, the subscription price of the new H
Shares to be issued to Zhongdian IRICO (the “Subscription Price”) shall be the same as that of the

new H Shares to be issued to the other target subscribers subject to the same pricing principle.

The Subscription Price shall be determined with reference to the market price of the H Shares, the
capital market conditions at the time of issue and the valuation of comparable companies, taking
into account the interest of shareholders, the risk appetite of investors, and in accordance with

international practices and regulatory requirements.

The Subscription Price shall not be lower than 90% of the average closing price of H Shares
as quoted on the Stock Exchange over the five consecutive trading days preceding the price
determination date (i.e., the date of signing of the relevant placing agreement). In any event, the issue
price shall not be less than the latest audited net asset value per Share before the Proposed H Share
Issue and the nominal value of RMB1.00 per H Share.

The net price to the Company of each new H Share to be issued under the Proposed H Share Issue
(including the Proposed Subscription by Zhongdian IRICO) will be determined and disclosed upon
completion of the Proposed H Share Issue and the determination of the relevant expenses incurred
or to be incurred in relation to the Proposed H Share Issue in accordance with the requirements of

the Listing Rules.
In order to assess the fairness and reasonableness of the Subscription Price, we made reference

to, among other things, (i) a comparison between the Subscription Price and the historical closing

prices of the Company’s H Shares; and (ii) comparison of Subscription Price with comparables.
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)

A comparison between the Subscription Price and the historical closing prices of the

Company’s H Shares

Solely for illustration purposes, we consider that it is relevant to compare the closing price
level of the Shares traded on the Stock Exchange during the period from 19 April 2017
(being the date twelve months prior to the 18 April 2018 on which the Company entered into
the last subscription agreement with the subscriber under the Proposed H Share Issue (the
“Last Trading Date”)) to 20 December 2018 (the “Previous Latest Practicable Date”) (the
“Review Period”) against the lowest possible subscription price (the “Proposed Minimum
Subscription Price”) of RMB1.00 (equivalent to approximately HK$1.14). The exchange
rate adopted for the above figure is HK$1.00 = RMBO0.88 as stated in the quotation of the
People’s Bank of China as at the Previous Latest Practicable Date.

Historical share price performance

1.2 Proposed Minimum Subscription Price = RMB1.00 (equivalent to approximately HK$1.14)
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During the Review Period, the average closing price was approximately HK$0.721 per
Share. The lowest closing price was HK$0.530, being recorded on 6 December 2018 and 7
December 2018. The highest closing price was HK$0.990, being recorded on 14 November
2017. During the Review Period, there was no material fluctuation of the closing price
noted. We noted that the closing price of the whole Review Period was below the Proposed
Minimum Subscription Price of RMB1.00 per Share (equivalent to approximately HK$1.14

per Share). Further, we noted that the Proposed Minimum Subscription Price represents:

(a)  apremium of approximately 15.2% over the maximum closing price of HK$0.990 per

Share as quoted on the Stock Exchange during the Review Period;

(b)  a premium of approximately 115.1% over the minimum closing price of HK$0.530 per

Share as quoted on the Stock Exchange during the Review Period;

(c)  a premium of approximately 58.1% over the average closing price of approximately

HK$0.721 per Share for the Review Period as quoted on the Stock Exchange;

(d) a premium of approximately 65.2% over the closing price of HK$0.690 per Share as
quoted on the Stock Exchange on the Last Trading Date;

(e)  a premium of approximately 64.7% over the average closing price of HK$0.692 per
Share as quoted on the Stock Exchange for the last 5 trading days up to and including
the Last Trading Date;

(f) a premium of approximately 395.7% over the unaudited net asset value of
approximately HK$0.230 as at 30 June 2018 based on the unaudited consolidated net
assets attributable to owners of the Company of approximately RMB451,107,577 as at
30 June 2018 and 2,232,349,400 Shares in issue as at the Previous Latest Practicable
Date, using the exchange rate of HK$1 = RMBO0.88; and

(g) apremium of approximately 96.0% over the closing price of HK$0.58 per Share as

quoted on the Stock Exchange on the Previous Latest Practicable Date.

In addition, we consider that it is relevant to compare the closing price level of the Shares
traded on the Stock Exchange during the period from the day after the Previous Latest
Practicable Date (i.e. 21 December 2018) to 23 December 2019 (being the Latest Practicable
Date) (the “Extension Review Period”) against Proposed Minimum Subscription Price of
RMBI1.00 (equivalent to approximately HK$1.11). The exchange rate adopted for the above
figure is HK$1.00 = RMBO0.90 as stated in the quotation of the People’s Bank of China as at
the Latest Practicable Date.

—29_



LETTER FROM OCTAL CAPITAL

Historical share price performance

1.2

Proposed Minimum Subscription Price = RMB1.00 (equivalent to approximately HK$1.11)
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During the Extension Review Period, the average closing price was approximately HK$0.637
per Share. The lowest closing price was HK$0.480, being recorded on 5 November 2019.
The highest closing price was HK$0.750, being recorded on 24 January 2019, 8 February
2019, 4 March 2019 to 7 March 2019, 12 March 2019 to 15 March 2019 and 18 March 2019.
During the Extension Review Period, there was no material fluctuation of the closing price
noted. We noted that the closing price of the whole Extension Review Period was below the
Proposed Minimum Subscription Price of RMB1.00 per Share (equivalent to approximately
HK$1.11 per Share). Further, we noted that the Proposed Minimum Subscription Price

represents:

(a)  a premium of approximately 48.0% over the maximum closing price of HK$0.750 per

Share as quoted on the Stock Exchange during the Extension Review Period;

(b)  apremium of approximately 131.3% over the minimum closing price of HK$0.480 per

Share as quoted on the Stock Exchange during the Extension Review Period;
(c)  apremium of approximately 74.3% over the average closing price of approximately

HK$0.637 per Share for the Extension Review Period as quoted on the Stock

Exchange;

—30 -



LETTER FROM OCTAL CAPITAL

(ii)

(d)

O

9]

a premium of approximately52.1% over the closing price of HK$0.730 per Share as
quoted on the Stock Exchange on the Latest Practicable Date;

a premium of approximately 53.3% over the average closing price of HK$0.724 per
Share as quoted on the Stock Exchange for the last 5 trading days up to and including
the Latest Practicable Date; and

a premium of approximately 1,287.5% over the unaudited net asset value of
approximately HK$0.08 as at 30 June 2019 based on the unaudited consolidated net
assets attributable to owners of the Company of approximately RMB169,510,293 as at
30 June 2019 and 2,232,349,400 Shares in issue as at the Latest Practicable Date, using
the exchange rate of HK$1 = RMBO0.90.

Comparison of Subscription Price with comparables

Price/earnings multiple

Price-to-earnings multiple (the “P/E Multiple”) analysis is the most common approach
adopted by the investment community in valuing profit-generating entities. For the
purpose of assessing the reasonableness of the Subscription Price, we have identified
(to the best of our knowledge) three companies (the “P/E Comparables”) which (i)
are listed on the Main Board of the Stock Exchange; (ii) are principally engaged in
production and sales of solar power related products as that of the Group; and (iii)
have market capitalization from HK$1,000 million up to HK$10,000 million that are
comparable to the market capitalization of the Company’s H Shares, for P/E Multiple
analysis. We consider the P/E Comparables set forth in the table below an exhaustive

list under such criteria. Summarized below are our relevant findings:
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We note that the P/E Multiples of the P/E Comparables as at the Last Trading Date
ranged from approximately 7.0 times to approximately 10.4 times and have an average
of approximately 8.5 times and a median of approximately 8.1 times. The P/E Multiple
of the Company, where the price was based on Proposed Minimum Subscription Price,
was approximately 18.1 times. Upon comparison, we noted that the P/E Multiple of
the Company as at the Last Trading Date was higher than the average of P/E Multiples
of the P/E Comparables and the median of P/E Multiples of the P/E Comparables.

We also note that the P/E Multiples of the P/E Comparables as at the Previous Latest
Practicable Date ranged from approximately 3.9 times to approximately 8.5 times and
have an average of approximately 6.5 times and a median of approximately 7.0 times.
The P/E Multiple of the Company, where the price was based on Proposed Minimum
Subscription Price, was approximately 18.1 times. Upon comparison, we noted that
the P/E Multiple of the Company as at the Previous Latest Practicable Date was higher
than the average of P/E Multiples of the P/E Comparables and the median of P/E
Multiples of the P/E Comparables.

We further note that the P/E Multiples of the P/E Comparables as at the Latest
Practicable Date ranged from approximately 4.9 times to approximately 19.1 times
and have an average of approximately 12.0 times and a median of approximately 12.0
times. The P/E Multiple of the Company, where the price was based on Proposed
Minimum Subscription Price, was approximately 27.5 times. Upon comparison, we
noted that the P/E Multiple of the Company as at the Latest Practicable Date was
higher than the average of P/E Multiples of the P/E Comparables and the median of
P/E Multiples of the P/E Comparables.

Net asset value

In order to have another perspective for analyzing and assessing the Subscription Price,
we have identified (to the best of our knowledge) three companies (the “Industry
Comparables”) which (i) are listed on the Main Board of the Stock Exchange; (ii)
are principally engaged in production and sales of solar power related products as that
of the Group; and (iii) and have market capitalizations from HK$1,000 million up to
HK$10,000 million that are comparable to the market capitalization of the Company.
We consider the Industry Comparables set forth in the table below an exhaustive list

under such criteria.
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From the above table, we note that the market capitalization as at the Last Trading
Date of the Industry Comparables were at the range from discount of approximately
30.2% to premium of approximately 30.1% to the latest published net asset value
attributable to owners of the Industry Comparables. The Proposed Minimum
Subscription Price represented a premium over the latest published net asset value
attributable to the owner of the Company of approximately 1,362.7%, which is the
highest among the premium/discount of the market capitalization as at the Last
Trading Date over/to the latest published net asset value attributable to owners of
the Industry Comparables. The reason of the Proposed Minimum Subscription Price
represented a significantly high level of premium of over the latest published net asset
value attributable to owners of the Company is mainly because of the light net asset
value position, which is approximately HK$169.6 million, in comparison to the net
asset values of the Industry Comparables, which were ranged from approximately
HK$3,611.5 million to HK$25,305.8 million.

We also note that the market capitalization as at the Previous Latest Practicable Date
of the Industry Comparables were at the range from discount of approximately 66.2%
to premium of approximately 0.1% to the latest published net asset value attributable
to owners of the Industry Comparables. The Proposed Minimum Subscription Price
represented a premium over the latest published net asset value attributable to the
owner of the Company of approximately 604.4%, which is the highest among the
premium/discount of the market capitalization as at the Previous Latest Practicable
Date over/to the latest published net asset value attributable to owners of the Industry
Comparables. The reason of the Proposed Minimum Subscription Price represented
a significantly high level of premium of over the latest published net asset value
attributable to owners of the Company is mainly because of the light net asset
value position, which is approximately HK$352.1 million, in comparison to the net
asset values of the Industry Comparables, which were ranged from approximately
HK$3,849.1 million to HK$25,454.6 million.

We further note that the market capitalization as at the Latest Practicable Date of the
Industry Comparables were at the range from discount of approximately 78.4% to
premium of approximately 148.8% to the latest published net asset value attributable
to owners of the Industry Comparables. The Proposed Minimum Subscription Price
represented a premium over the latest published net asset value attributable to the
owner of the Company of approximately 1,216.9%, which is the highest among the
premium/discount of the market capitalization as at the Latest Practicable Date over/to
the latest published net asset value attributable to owners of the Industry Comparables.
The reason of the Proposed Minimum Subscription Price represented a significantly
high level of premium of over the latest published net asset value attributable to

owners of the Company is mainly because of the light net asset value position, which
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is approximately HK$188.3 million, in comparison to the net asset values of the
Industry Comparables, which were ranged from approximately HK$3,495.2 million to
HK$23,825.5 million.

Market comparables on subscription of new shares

In addition to P/E Multiple and net asset value approaches, we also consider it is
worthwhile to assess the Subscription Price against the prevailing market trends.
We have identified (to the best of our knowledge) an exhaustive list of shares
subscriptions/placements (the “Transaction Comparables™) for raising funds using
specific mandate as announced by companies listed on the Main Board of the Stock
Exchange with announcement (i) in the last six months up to the Previous Latest
Practicable Date; and (ii) from the day after the Previous Latest Practicable Date to
the Latest Practicable Date. We consider that the terms of the comparable fund raising
exercises are appropriate benchmarks to reflect the recent market sentiment and risk

appetite of the investment community.

For each of the Transaction Comparables identified, we compared the premium/
(discounts) of its subscription price or placing price over/(to) (i) the closing price on
the respective last trading date; and (ii) the average closing price for the respective
last five consecutive trading days up to and including the respective last trading date,

summarised in the following table:
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Date of

announcement

1/6/2018

31112018

11/7/2018

241172018

307712018

31/7/2018

20/8/2018

5/10/2018

12/10/2018

26/10/2018

6/11/2018

13/11/2018

(1) in the last six months up to the Previous Latest Practicable Date

Subscription
Company name Stock code price
(HK$)
China Grand 512 52
Pharmaceutical and
Healthcare Holdings
Limited
CMBC Capital Holdings 1141 0.363
Limited
FDG Electric Vehicles 729 0.06
Limited
Shougang Concord 697 0.25
International
Enterprises Company
Limited
China Putian Food 1699 0.14
Holding Limited
Truly International 732 118
Holdings Limited
Ban Loong Holdings 30 0.18
Limited
China Zenith Chemical 362 0.315
Group Limited
Forebase International 2310 0.342
Holdings Limited
Elife Holdings Limited 223 0.105
Minshang Creative 1632 1.1
Technology Holdings
Limited
Xinte Energy CoLtd 1799 8.8

—-37 -

Gross proceeds
(HK$000)

1,141,000,000

295,000,000

360,000,000

1,225,900,000

40,460,000

199,000,000

180,000,000

69,300,000

42,287,848

120,000,000

62,300,000

1,364,000,000

Premium/

(discount) over/

Premium/  to the average
(discount) over/to  closing price of
the closing price the shares during
of the shares as at the respective last
the respective last five consecutive

trading date trading days

(%) (%)
(33.8) (19.4)
(18.4) (19.5)
(52.4) (50.2)

28.9 31.4
(27.1) (24.7)

(6.4) 4.38)

0.0 (12)

(1.6) 2.5)

3.6 0.0

6.1 9.4
(38.9) (32.5)

15.8 22.0
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Premium/

(discount) over/

Premium/  to the average
(discount) over/to  closing price of
the closing price the shares during

of the shares as at the respective last

Date of Subscription the respective last five consecutive
announcement Company name Stock code price  Gross proceeds trading date trading days
(HKS$) (HK$000) (%) (%)
26/11/2018 Zhuguang Holdings 1176 1.3 1,001,000,000 (6.5) (7.8)
Group Company
Limited
9/12/2018 Alibaba Pictures Group 1060 1.25 1,250,000,000 1.6 1.1
Limited
14/12/2018 Shenwan Hongyuan 218 2.068 1,582,020,000 29.3 304
(HK) Limited
14/12/2018 Bank of Jinzhou Co., 416 8.03 8,300,000,000 7.1 7.8
Ltd.
Maximum 29.3 31.4
Minimum (52.4) (50.2)
Average (5.8) (3.8)
Median 0.8) (1.9)
The Company 1141 2.613,636,364"2 65.2 64.7
Source: Stock Exchange (www.hkex.com.hk)
Note:
1. The Proposed Minimum Subscription Price.
2. The expected gross proceeds attributable from the Subscription Agreements is calculated using the exchange

rate of HK$1 = RMBO0.88.

From the above table, we noted that eight out of the 16 Transaction Comparables

had their subscription price or placing price at discount to the closing price of the

respective last trading date and nine out of 13 Transaction Comparables had their

subscription price or placing price at discount to the average closing price during the

respective last five consecutive trading days. We note that the Proposed Minimum

Subscription Price has a premium of 65.2% over the closing price of the Share as

at the Last Trading Date which is higher than the range of the premium/discount of

the subscription price over the closing price of the hares on the last trading date of
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the selected Transaction Comparables. We also note that the Proposed Minimum

Subscription Price has a premium of 64.7% over the 5-day closing price, which is

higher than the range of the premium/discount of the subscription price over the

average closing price of the shares during the last five consecutive trading days of the

Transaction Comparables.

(i1)  from the day after the Previous Latest Practicable Date to the Latest Practicable

Date

Date of

announcement Company name Stock code

9/1/2019 Shunfeng International 1165
Clean Energy Limited

18/1/2019 Beijing Enterprises 371
Water Group Limited

18/1/2019 Beijing Enterprises 371
Water Group Limited

17212019 IBO Technology 2708
Company Limited

271212019 Yuexiu Property 123
Company Limited

8/3/2019 Xinyi Solar Holdings 968
Limited

15/4/2019 Chong Kin Group 1609
Holdings Limited

16/4/2019 Pearl Oriental Oil 632
Limited

2/5/2019 ZH International 185
Holdings Limited

23/5/2019 Alibaba Health 241
Information
Technology Limited

Subscription

price
(HKS)

0.214

4.29

4.29

L5

3.47

3.5

0.02

0.38

15

— 30 —

Gross proceeds
(HK$000)

1,624,507

548,038

2,019,086

150,000

6,161,948

1,318,600

210,000

180,000

1,564,794

2,272,320

Premium/

(discount) over/to

Premium/

(discount) over/
to the average

closing price of

the closing price the shares during

of the shares as at the respective last

the respective last five consecutive

trading date
(%)

(58.9)

0.2

0.2

(83.6)

11.8

(2.3)

trading days
(%)

(55.8)

1.3

1.3

(.9

23.0

(10.7)

(10.0)

(83.1)

13

(4.2)
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Date of

announcement Company name

28/5/2019

5/6/2019

5/6/2019

20/6/2019
10/7/2019

10/7/2019

16/7/2019

19/7/2019

217712019

18/9/2019

271912019

30/9/2019

Stock code

Common Splendor 286
International Health
Industry Group
Limited

China Singyes Solar 750
Technologies
Holdings Limited

Royale Furniture 1198
Holdings Limited

Shengjing Bank Co., Ltd 2066

Glory Sun Financial 1282

Group Limited
China NT Pharma Group 1011
DTXS Silk Road 620

Investment Holdings
Company Limited

Colour Life Services 1778
Group Co., Limited

Zhenro Properties Group 6158
Limited

United Strength Power 2337
Holdings Limited

Global Bio-chem 809
Technology Group
Company Limited

Regal International 357
Airport Group
Company Limited

Subscription
price

(HKS)

0.4

0.92

1.02

6.818182
0.25

0.73

5.3873

522

4.95

0.108

4.69

—40 —

Gross proceeds
(HK$000)

500,000

1,552,048

441,755

5,454,546
1,000,000

374,400

599,000

119,830

1,211,542

200,000

132,690

938,000

Premium/

(discount) over/

Premium/  to the average
(discount) over/to  closing price of
the closing price the shares during
of the shares as at the respective last

the respective last five consecutive

trading date trading days
(%) (%)
(20.0) (20.3)
(1.1 (6.5)
6.3 52
37.2 31.1
(19.4) (21.9)
(2.7) (2.4)
(17.9) (15.0)
(3.5 (7.0)
(2.0) (3.5)
(23.1) (12.9)
(20.0) (23.7)
(8.4) (8.5)
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Premium/

(discount) over/

Premium/  to the average
(discount) over/to  closing price of
the closing price the shares during

of the shares as at the respective last

Date of Subscription the respective last five consecutive
announcement Company name Stock code price  Gross proceeds trading date trading days
(HKS$) (HK$000) (%) (%)
1/11/2019 OZNER Water 2014 1.03 1,647,226 (30.4) (29.7)
International Holding
Limited
10/11/2019 BC Technology Group 863 742 7,800 (8.7 11.7
Limited
19/11/2019 Panda Green Energy 686 0.25 1,794,236 7.8 9.2
Group Limited
29/11/2019 Shougang Concord 697 0.3 28,000 (13.0) (15.3)
International
Enterprises Company
Limited
Maximum 372 31.1
Minimum (83.6) (83.1)
Average (10.0) 9.5)
Median (7.4) (6.7)
The Company 117" 2,555,555,556"2 52.1 533
Source: Stock Exchange (www.hkex.com.hk)
Note:
1. The Proposed Minimum Subscription Price
2. The expected gross proceeds attributable from the Subscription Agreements is calculated using the exchange

rate of HK$1 = RMB0.90

From the above table, we noted that 19 out of the 26 Transaction Comparables

had their subscription price or placing price at discount to the closing price of the

respective last trading date and 18 out of 26 Transaction Comparables had their

subscription price or placing price at discount to the average closing price during the

respective last five consecutive trading days. We note that the Proposed Minimum

Subscription Price has a premium of 52.1% over the closing price of the Share as at

the Latest Practicable Date which is higher than the range of the premium/discount
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Date of

announcement Company name

1/6/2018

31112018

24112018

31712018

of the subscription price over the closing price of the shares on the last trading date

of the selected Transaction Comparables. We also note that the Proposed Minimum

Subscription Price has a premium of 53.3% over the 5-day closing price, which is

higher than the range of the premium/discount of the subscription price over the

average closing price of the shares during the last five consecutive trading days of the

Transaction Comparables.

In order to further assess the Subscription Price against the prevailing market trends,

we selected Transaction Comparables of which their respective subscriber(s) is/are

connected person for our analysis.

For each of the selected Transaction Comparables identified, we compared the

premium/(discounts) of its subscription price or placing price over/(to) (i) the closing

price on the respective last trading date; and (ii) the average closing price for the

respective last five consecutive trading days up to and including the respective last

trading date, summarised in the following table:

(1) in the last 6 months up to the Previous Latest Practicable Date

Subscription
Stock code price
(HKS$)
China Grand 512 52
Pharmaceutical and
Healthcare Holdings
Limited
CMBC Capital Holdings 1141 0.363
Limited
Shougang Concord 697 0.25
International
Enterprises Company
Limited
Truly International 732 1.18
Holdings Limited

_42 —

Premium/

(discount) over/

Premium/  to the average
(discount) over/to  closing price of
the closing price the shares during
of the shares as at the respective last

the respective last five consecutive

Gross proceeds trading date trading days
(HKS) (%) (%)
1,141,000,000 (33.8) (19.4)
295,000,000 (18.4) (19.5)
1,225,900,000 28.9 314
199,000,000 (6.4) (4.8)
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Premium/

(discount) over/

Premium/  to the average
(discount) over/to  closing price of
the closing price the shares during

of the shares as at the respective last

Date of Subscription the respective last five consecutive
announcement Company name Stock code price  Gross proceeds trading date trading days
(HKS$) (HKS) (%) (%)
20/8/2018 Ban Loong Holdings 30 0.18 180,000,000 0.0 (1.2)
Limited
5/1012018 China Zenith Chemical 362 0.315 69,300,000 (1.6) (2.5)
Group Limited
12/10/2018 Forebase International 2310 0.342 42,287,848 3.6 0.0
Holdings Limited
26/10/2018 Elife Holdings Limited 223 0.105 120,000,000 6.1 9.4
13/11/2018 Xinte Energy CoLtd 1799 8.8 1,364,000,000 15.8 22.0
26/11/2018 Zhuguang Holdings 1176 1.3 1,001,000,000 (6.5) (7.8)
Group Company
Limited
9/12/2018 Alibaba Pictures Group 1060 1.25 1,250,000,000 1.6 1.1
Limited
14/12/2018 Shenwan Hongyuan 218 2.068 1,582,020,000 29.3 30.4
(HK) Limited
Maximum 29.3 31.4
Minimum (33.8) (19.5)
Average 1.6 3.3
Median 0.8 (0.6)
The Company 1.14%¢" 2,613,636,364\2 65.2 64.7
Source: Stock Exchange (www.hkex.com.hk)
Note:
1. The Proposed Minimum Subscription Price.
2. The expected gross proceeds attributable from the Subscription Agreements is calculated using the exchange

rate of HK$1 = RMBO0.88.
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From the above table, we noted that five out of the 12 selected Transaction
Comparables had their subscription price or placing price at discount to the closing
price of the respective last trading date and six out of the 12 selected Transaction
Comparables had their subscription price or placing price at discount to the average
closing price during the respective last five consecutive trading days. We note that
the Proposed Minimum Subscription Price has a premium of 65.2% over the closing
price of the Share as at the Last Trading Date, which is higher than the range of the
premium/discount of the subscription price over the closing price of the shares on
the last trading date of the selected Transaction Comparables. We also note that the
Proposed Minimum Subscription Price has a premium of 64.7% over the 5-day closing
price, which is higher than the range of the premium/discount of the subscription price
over the average closing price of the shares during the last five consecutive trading

days of the selected Transaction Comparables.

(i1)  from the day after the Previous Latest Practicable Date to the Latest Practicable

Date
Premium/
(discount) over/
Premium/  to the average
(discount) over/to  closing price of
the closing price the shares during
of the shares as at the respective last
Date of Subscription the respective last five consecutive
announcement Company name Stock code price  Gross proceeds trading date trading days
(HKS) (HK$000) (%) (%)
18/1/2019 Beijing Enterprises 371 4.29 548,038 0.2 1.3
Water Group Limited
17/2/2019 IBO Technology 2708 1.5 150,000 (6.3) (5.9)
Company Limited
15/4/2019 Chong Kin Group 1609 3.5 210,000 (8.0 (10.0)
Holdings Limited
16/4/2019 Pearl Oriental Oil 632 0.02 180,000 (83.6) (83.1)
Limited
2/5/2019 ZH International 185 0.38 1,564,794 11.8 13
Holdings Limited
23/5/2019 Alibaba Health 241 1.5 2,272,320 (2.3) 4.2)
Information
Technology Limited
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Premium/

(discount) over/

Premium/  to the average
(discount) over/to  closing price of
the closing price the shares during

of the shares as at the respective last

Date of Subscription the respective last five consecutive
announcement Company name Stock code price  Gross proceeds trading date trading days
(HKS$) (HK$000) (%) (%)
10/7/2019 Glory Sun Financial 1282 0.25 1,000,000 (19.4) (21.9)
Group Limited
16/7/2019 DTXS Silk Road 620 5.3873 599,000 (17.9) (15.0)
Investment Holdings
Company Limited
19/712019 Colour Life Services 1778 522 119,830 (3.5) (7.0)
Group Co., Limited
21/7/2019 Zhenro Properties Group 6158 4.95 1,211,542 (2.0) (3.5)
Limited
271912019 Global Bio-chem 809 0.108 132,690 (20.0) (23.7)
Technology Group
Company Limited
29/11/2019 Shougang Concord 697 0.3 28,000 (13.0) (15.3)
International
Enterprises Company
Limited
Maximum 11.8 13
Minimum (83.6) (83.1)
Average (13.7) (15.1)
Median (7.1) (8.5)
The Company 11177 9 555,555,556"% 52.1 53.3
Source: Stock Exchange (www.hkex.com.hk)
Note:
1. The Proposed Minimum Subscription Price
2. The expected gross proceeds attributable from the Subscription Agreements is calculated using the exchange

rate of HK$1 = RMBO0.90
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From the above table, we noted that 10 out of the 12 selected Transaction Comparables
had their subscription price or placing price at discount to the closing price of the
respective last trading date and the respective last five consecutive trading days. We
note that the Proposed Minimum Subscription Price has a premium of 52.1% over
the closing price of the Share as at the Latest Practicable Date, which is higher than
the range of the premium/discount of the subscription price over the closing price of
the shares on the last trading date of the selected Transaction Comparables. We also
note that the Proposed Minimum Subscription Price has a premium of 53.3% over
the 5-day closing price, which is higher than the range of the premium/discount of
the subscription price over the average closing price of the shares during the last five

consecutive trading days of the selected Transaction Comparables.

Considering that:

(1) the P/E Multiples of the Company based on the Proposed Minimum Subscription
Price as at the Last Trading Date and the Latest Practicable Date were both
higher than the respective median of P/E Multiples of the P/E Comparables,
representing a premium over the P/E Multiples of the P/E Comparables and

hence a lower dilution impact on the shareholding of the Company;

(i1)  the premium of the Proposed Minimum Subscription Price over the latest
published net asset value per Share as at the Last Trading Date and the Latest
Practicable Date are both higher than the respective premium/discount of the
closing share price over/to the latest published net asset value per share of the
Industry Comparables, representing a lower dilution impact on the shareholding

of the Company;

(iii) the premium of the Proposed Minimum Subscription Price over the closing
price of the Shares on the Last Trading Date and average closing price of the
Shares during the last five consecutive trading days were both higher than the
range of the premium/discount of the subscription price over the closing price
of the shares on the last trading date and average closing price of the shares

during the last five consecutive trading days of the Transaction Comparables;

(iv) the premium of the Proposed Minimum Subscription Price over the closing
price of the Shares on the Last Trading Date and average closing price of the
Shares during the last five consecutive trading days were both higher than

the range of the premium/discount of the subscription price over the closing

_46 —



LETTER FROM OCTAL CAPITAL

price of the shares on the Last Trading Date and average closing price of the
shares during the last five consecutive trading days of the selected Transaction

Comparables of which their respective subscriber(s) is/are connected person;

(v)  the premium of the Proposed Minimum Subscription Price over the closing
price of the Shares on the Latest Practicable Date and average closing price
of the Shares during the last five consecutive trading days were both higher
than the range of the premium/discount of the subscription price over the
closing price of the shares on the Last Trading Date and average closing price
of the shares during the last five consecutive trading days of the Transaction

Comparables; and

(vi) the premium of the Proposed Minimum Subscription Price over the closing
price of the Shares on the Latest Practicable Date and average closing price of
the Shares during the last five consecutive trading days were both higher than
the range of the premium/discount of the subscription price over the closing
price of the shares on the Last Trading Date and average closing price of the
shares during the last five consecutive trading days of the selected Transaction

Comparables of which their respective subscriber(s) is/are connected person,

we are of the view that the Subscription Price is fair and reasonable and in the interests

of the Company and the Shareholders as a whole.

Financial effects of the Proposed Subscription by Zhongdian IRICO on the Group

. Cashflow

According to the 2019 Interim Report and 2018 Annual Report, the Group had cash and
cash equivalents of approximately RMB254.1 million as at 30 June 2019, while the balance
was approximately RMB260.5 million as at 31 December 2018. Upon completion of the
Proposed Subscription by Zhongdian IRICO (the “Completion”), the cash position of the
Group will be improved as the Proposed Subscription by Zhongdian IRICO will increase
the cash and cash equivalents by approximately RMB900.0 million. Accordingly, the cash
position, net current assets and current ratio of the Company are expected to be improved

upon Completion.

. FEarnings

Save for the expenses in relation to the Proposed Subscription by Zhongdian IRICO, the
Completion will not have any immediate material impact on the earnings of the Company.
Hence, immediately upon Completion, there will be no effect on the earnings of the
Company.
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. Net Asset Value

According to the 2019 Interim Report Announcement and 2018 Annual Report, the net
asset value of the Group as at 30 June 2019 was approximately RMB276.5 million, while
the net asset value as at 31 December 2018 was approximately RMB213.8 million. Upon
Completion, the net asset value of the Company will increase as the Proposed Subscription

would increase the cash balance of the Company.

. Gearing

According to the 2019 Interim Report and 2018 Annual Report, the gearing ratio of the
Group as at 30 June 2019, as derived by dividing total liabilities by total assets of the Group
as at 30 June 2019, was approximately 94.4%, while gearing ratio as at 31 December 2018
was 95.6%. Upon Completion and assuming the total debt of the Group would remain the
same, the total assets of the Group would be increased by RMB2.3 billion as a result of
the Proposed Subscription assuming a total of 2.3 billion H will be issued at the Proposed
Minimum Subscription Price. Thus, the gearing level of the Group will decrease from 94.4%

to 62.7% upon Completion.

Based on the above, the Proposed Subscription by Zhongdian IRICO would have an overall positive
effect on the financial position of the Group in terms of cashflow, net asset value, and gearing upon
Completion. Meanwhile, the Proposed Subscription by Zhongdian IRICO will not have any material
impact on earnings of the Group. On such basis, we are of the view that the Proposed Subscription

by Zhongdian IRICO is in the interests of the Company and the Shareholders as a whole.

Potential dilution effect on the shareholding of the Company

As set out in the table showing the shareholdings changes of the Company under the section headed
“Possible Changes in Share Capital and Shareholding Structure” as contained in the Letter from
the Board, the shareholding of the existing public Shareholders as at the Latest Practicable Date
was approximately 26.85%. The Shares issued under the Proposed Subscription by Zhongdian
IRICO, assuming that the number of new H Shares issuable is 900 million, represent approximately
40.32% of the existing issued share capital of the Company as at the Latest Practicable Date and
19.86% of the issued share capital of the Company as enlarged by the issue of the Shares in the
Proposed Subscription by Zhongdian IRICO. As a whole, the Shares issued under the Proposed H
Share Issue (including the Proposed Subscription by Zhongdian IRICO), assuming that the number
of new H Shares issuable is 2.3 billion, represent (i) approximately 364.57% of the existing issued
H Shares and approximately 103.03% of the existing total issued share capital of the Company as
at the Latest Practicable Date; and (ii) approximately 78.47% of the enlarged issued H Shares and
approximately 50.75% of the of the enlarged total issued share capital of the Company immediately

upon completion of the Proposed H Share Issue. On such basis, the shareholdings of the existing
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public Shareholders will be diluted from approximately 26.85% to 13.22% and the public float will
be approximately 33.08%.

Having considered the reasons stated in details in the section headed “Background of and reasons
for the Proposed Subscription by Zhongdian IRICO and use of proceeds” above, in particular, the

following:

(a)  the Company has a strong need for funding to support the Four Projects in new energy

business in order to continue the business transformation in progress;

(b)  the Proposed Subscription by Zhongdian IRICO will allow the Group to contribute funding to
the Four Projects and will also allow CEC to maintain its controlling stake over the Company

to lead the Company in the business transformation;

we are of the opinion that the shareholding dilution to the Independent Shareholders is acceptable

so far as the Independent Shareholders are concerned.

Recommendation

After taking into account the above principal factors and reasons, we consider that the Proposed
Subscription by Zhongdian IRICO was entered into on normal commercial terms and the terms of the
Proposed Subscription by Zhongdian IRICO are fair and reasonable so far as the Independent Shareholders
are concerned, and in the interests of the Company and Shareholders as a whole, but it is not conducted
in the ordinary and usual course of business of the Company due to the nature of such transaction.
Accordingly, we recommend the Independent Board Committee to advise the Independent Shareholders
to, and we recommend the Independent Shareholders to, vote in favour of the resolution to approve the
Proposed Subscription by Zhongdian IRICO.

Yours faithfully,
For and on behalf of
Octal Capital Limited
Alan Fung Louis Chan

Managing Director Director

Note: Mr. Alan Fung has been a responsible officer of Type 1 (dealing in securities) and Type 6 (advising on
corporate finance) regulated activities since 2003. Mr. Fung has more than 24 years of experience in corporate
finance and investment banking and has participated in and completed various advisory transactions in
respect of mergers and acquisitions, connected transactions and transactions subject to the compliance to the
Takeovers Code of listed companies in Hong Kong. Mr. Louis Chan has been a responsible officer of Type 1
(dealing in securities) and Type 6 (advising on corporate finance) regulated activities since 2008. Mr. Chan
has more than 16 years of experience in corporate finance and investment banking and has participated in and
completed various advisory transactions in respect of mergers and acquisitions, connected transactions and
transactions subject to the compliance to the Takeovers Code of listed companies in Hong Kong.
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Details of the Proposed H Share Issue are set out below:

1. CLASS AND NOMINAL VALUE OF SHARES TO BE ISSUED

The Shares to be issued under the Proposed H Share Issue are H Shares with a nominal value of
RMB1.00 per H Share.

Except as otherwise required by the applicable laws and regulations of the PRC and the Articles of
Association, the new H Shares to be issued shall rank pari passu with all the issued Domestic Shares
and H Shares.

2. METHOD AND TIME OF ISSUE

All new H Shares under the Proposed H Share Issue will be offered to target subscribers by way of

non-public issuance.

The Company shall implement the Proposed H Share Issue at an appropriate time within the validity
period as approved at the EGM and the H Share Class Meeting. The Proposed H Share Issue is
subject to, among other things, the approval by the CSRC and the granting of the listing approval by
the Stock Exchange. The specific time of issue shall be determined by the Board as authorized by
the EGM and the H Share Class Meeting, taking into account the overseas capital market conditions

and the approval progress of both domestic and overseas authorities and regulatory departments.

3. SIZE OF ISSUE

Upon grant of the specific mandate, the Company will issue not more than 2.3 billion new H Shares.

As at the Latest Practicable Date, the existing total issued share capital of the Company is
2,232,349,400 Shares, of which 630,881,400 H Shares and 1,601,468,000 Domestic Shares are

issued.

Assuming that the number of new H Shares issuable under the Proposed H Share Issue (i.e., 2.3
billion new H Shares) are fully issued and subscribed, the number of new H Shares to be issued will
represent: (i) approximately 364.57% of the existing issued H Shares and approximately 103.03%
of the existing total issued share capital of the Company as at the Latest Practicable Date; and (ii)
approximately 78.47% of the enlarged issued H Shares and approximately 50.75% of the enlarged
total issued share capital of the Company immediately upon completion of the Proposed H Share

Issue.
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Pursuant to the Subscription Agreements, each of Zhongdian IRICO, Zhangjiagang Investment,
Yan’an Dingyuan and Hefei Xincheng has conditionally agreed to subscribe in cash for, and the
Company has conditionally agreed to allot and issue, not more than 900 million, 500 million, 300
million and 200 million new H Shares at a consideration of RMB900 million, RMB500 million,
RMB300 million and RMB200 million, respectively.

4. TARGET SUBSCRIBERS

Upon grant of the specific mandate, the Company will proceed to place the new H Shares to not
more than 10 specific investors (including Zhongdian IRICO, Zhangjiagang Investment, Yan’an

Dingyuan and Hefei Xincheng).

Save for Zhongdian IRICO, Zhangjiagang Investment, Yan’an Dingyuan and Hefei Xincheng,
the other investors will be qualified institutional investors, enterprise investors and professional
investors. It is intended that the target subscribers (other than Zhongdian IRICO) and their
respective ultimate beneficial owners will be third parties independent of the Company and
connected persons of the Company. If any of the target subscribers is or will become a connected
person of the Company, the Company will take all reasonable steps to comply with the relevant

requirements under Chapter 14A of the Listing Rules.

5. SUBSCRIPTION PRICE AND PRICING PRINCIPLE

The subscription price shall be determined with reference to the market price of H Shares, the
capital market conditions at the time of issue and the valuation of comparable companies, taking
into account the interest of Shareholders, appetite of investors and risks of issue, and in accordance

with international practices and regulatory requirements.

The subscription price shall not be lower than 90% of the average closing price of H Shares as
quoted on the Stock Exchange for the five consecutive trading days immediately preceding the price
determination date (i.e., the date of signing of the relevant placing agreement). In any event, the
issue price shall not be less than the latest audited net asset value per Share before the Proposed H
Share Issue and the nominal value of RMB1.00 per H Share. The audited net asset value per Share
as at 31 December 2018 is RMB0.096 per Share. For illustrative purposes only, the minimum issue
price of new H Shares (i.e., RMB1.00 per H Share) represents a premium of approximately 52% to
the closing price of H Shares as quoted on the Stock Exchange on the Latest Practicable Date (i.e.,
HK$0.73, equivalent to approximately RMBO0.66). The exchange rate adopted for the above figures is
HK$1.00 = RMBO0.90. No representation is made that any amount in HK$ or RMB is or could have

been or could be converted at such rate or at any other rate or at all.
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The net price to the Company of each new H Share to be issued under the Proposed H Share
Issue will be determined and disclosed upon completion of the Proposed H Share Issue and the
determination of the relevant expenses incurred or to be incurred in relation to the Proposed H

Share Issue in accordance with the requirements of the Listing Rules.

6. METHOD OF SUBSCRIPTION

The new H Shares shall be subscribed by investors in cash. The subscribers (including Zhongdian
IRICO, Zhangjiagang Investment, Yan’an Dingyuan and Hefei Xincheng) shall pay the subscription
price to the Company in accordance with the terms and conditions of the placing agreement to be

entered into between the Company and the placing agent(s).

7. ARRANGEMENT RELATING TO THE ACCUMULATED UNDISTRIBUTED PROFITS
PRIOR TO THE PROPOSED H SHARE ISSUE

Upon completion of the Proposed H Share Issue, holders of the new H Shares, together with all
existing Shareholders will be entitled to all undistributed profits of the Company prior to the

completion of the Proposed H Share Issue.

8. VALIDITY PERIOD OF THE RESOLUTION

The resolution in relation to the Proposed H Share Issue will be valid for 12 months from the date
of passing of the resolution at the EGM and the H Share Class Meeting, unless being revoked or

varied by special resolution(s) of the Shareholders in general and class meeting.

In the event that the Board has decided to implement the Proposed H Share Issue during the validity
period of the resolution, and that the Company has obtained the permission(s) and approval(s) for
the issue and completed the filing or registration procedures (if applicable) with the regulatory
departments during the validity period of the resolution, the Company may complete the Proposed
H Share Issue during the validity period as confirmed in such permission(s), approval(s), filing(s)

or registration(s).

9. AUTHORIZATION OF AMENDMENTS TO THE ARTICLES OF ASSOCIATION

It will be proposed at the EGM and the H Share Class Meeting that the Board shall, in accordance
with the framework and principles of the Proposed H Share Issue, and taking into account the final
terms of the Proposed H Share Issue, amend the Articles of Association during the validity period
of the resolution, and deal with the industry and commerce registration procedures in relation to the
relevant changes and other matters in relation to the implementation of resolutions of the EGM and
the H Share Class Meeting and the Board.
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10.

OTHER AUTHORIZATIONS IN RELATION TO THE PROPOSED H SHARE ISSUE

It will be proposed at the EGM and the H Share Class Meeting that the Board shall, in accordance
with the framework and principles of the Proposed H Share Issue, deal with matters pertaining
to the Proposed H Share Issue at their sole discretion during the validity period of the resolution,

including but not limited to:

(a)  signing and submitting applications, reports and other documents relating to the Proposed H
Share Issue to the domestic and overseas regulatory departments or authorities, and dealing

with the examination, registration, filing, checking and approval formalities;

(b)  determining the specific plan for the Proposed H Share Issue, including the size of issue,
issue price (including price range and final price), time of issue, method of issue and target
subscribers of issue; signing, executing, amending or terminating any agreements, contracts
or other documents relating to the Proposed H Share Issue; making adjustments to the use of

proceeds and other related matters;

(c)  negotiating and signing the share subscription agreements with the subscribers, or negotiating
and signing the placing agreement with the placing agent(s), and approving any amendment

made to the share subscription agreements or placing agreement;

(d)  dealing with the matters relating to the approvals of the Proposed H Share Issue from the
CSRC, the Stock Exchange and/or other domestic and overseas authorities and regulatory

departments;

(e)  recruiting and engaging the placing agent(s), domestic and overseas legal advisers and
other related intermediaries for the Proposed H Share Issue, and signing the recruitment or

engagement agreements or other related legal documents;

(1) making appropriate amendments to the terms of the Proposed H Share Issue plan according to
the actual situations of the Proposed H Share Issue and the approval documents of regulatory

departments;

(g) signing, executing, amending, completing all documents relating to the Proposed H Share
Issue, and conducting all acts and matters as appropriate or advisable relating to the Proposed
H Share Issue;

(h)  approving the publication of announcements, circulars and notices relating to the Proposed

H Share Issue on the websites of the Stock Exchange and the Company, and submitting the

relevant forms, documents or other information to the Stock Exchange;
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()

@

obtaining the approval from the Stock Exchange for the listing of, and permission to deal in,

the new H Shares on the Main Board of the Stock Exchange; and

amending Article 22 of the Articles of Association in accordance with the actual results of
the Proposed H Share Issue, which relates to the total number of registered capital, the total

share capital and the number of classes of shares of the Company.

USE OF PROCEEDS

The amount of gross proceeds to be raised from the Proposed H Share Issue is expected to be not

more than RMB2.3 billion. Assuming that the Company raises RMB2.3 billion in full, it intends to

apply the gross proceeds for the following purposes:

()

(i1)

(iii)

approximately RMB500 million, representing approximately 21.7% of the gross proceeds,
will be used in Yan’an Photovoltaic Glass Project. The Company proposes to invest in
construction of a furnace and ancillary production lines for solar photovoltaic glass with a
daily melting capacity of 800-850t/d in Baota District, Yan’an City. The annual production
capacity of photovoltaic glass is expected to be 26 million square meters and the total

investment amount of this project is approximately RMB750 million;

approximately RMBS500 million, representing approximately 21.7% of the gross proceeds,
will be used in Hefei Photovoltaic Glass Project (Phase II). IRICO (Hefei) Photovoltaic
Co., Ltd.* (BUL(H ML) Y6k A B2 F]), a subsidiary of the Company, proposes to invest in
construction of an oxygen-fuel combustion glass furnace with a daily melting capacity of
800-850t/d in Xinzhan District, Hefei City. The annual production capacity of tempered
and coated photovoltaic glass is expected to be 24.84 million square meters and the total

investment amount of this project is approximately RMB750 million;

approximately RMB500 million, representing approximately 21.7% of the gross proceeds,
will be used in Xianyang Photovoltaic Glass Relocation and Technical Innovation Project.
The small-scaled 250 tons furnaces of Xiangyang Photovoltaic are energy intensive and
costly in labour cost, and three furnaces have successively come to the end of their designed
life. In order to fully utilize the existing stock assets and the cost advantage of local quartz
sand supply, the Company plans to relocate and newly build a photovoltaic glass furnace in
Xianyang with a production volume of 800-850t/d, and equip with five photovoltaic glass
sheet production lines and tempering and coating production lines of appropriate scales; after
being put into production, the annual production capacity of the finished photovoltaic glass
is expected to annually produce 25 million square meters and the total investment amount of

this project is approximately RMB830 million;
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12.

(iv) approximately RMBS500 million, representing approximately 21.7% of the gross proceeds,
will be used in IRICO Yongneng 2GW Photovoltaic Modules Project. Jiangsu IRICO
Yongneng New Energy Company Limited* (VL#f% I REH AEIH A FR/A ), a subsidiary
of the Company, proposes to invest in the construction of the project in Zhangjiagang
Economic Development Zone, purchase 200 sets of full-automatic production equipment
and photovoltaic modules instruments and equip with the relevant power auxiliary
facilities. Upon completion of this project, the annual production capacity of photovoltaic
module products is expected to be 2GW and the total investment amount of this project is

approximately RMB1.75 billion; and

(v)  approximately RMB300 million, representing approximately 13.0% of the gross proceeds,
after deducting the issuance expenses, will be used to supplement the working capital of the

Company.

If the actual amount of the proceeds raised from the Proposed H Share Issue (after deducting the
issuance expenses) is insufficient to satisfy the proposed utilization to the projects as set out above,
the shortfall shall be made up by bank loans, internal funds or other methods by the Company.
Under the circumstance that the availability of proceeds from the Proposed H Share Issue is
inconsistent with implementation schedule of the projects, the Company may first fund the projects
by other capital according to actual situations, which shall be exchanged with the proceeds when
they become available in compliance with requirements and procedures as prescribed by relevant

laws and regulations.
CONDITIONS OF THE PROPOSED H SHARE ISSUE

The Proposed H Share Issue is subject to satisfaction of the following conditions, including but not

limited to:
(a)  the proposed issue of new H Shares under a specific mandate having been approved at the
EGM and the H Share Class Meeting, and the authorizations having been granted to the

Board;

(b)  the competent authorities and regulatory departments, such as the CSRC and SASAC, having

approved the Proposed H Share Issue pursuant to the specific mandate;
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(c)  the share subscription agreements (including the Subscription Agreements with each of
Zhongdian IRICO, Zhangjiagang Investment, Yan’an Dingyuan and Hefei Xincheng) having
been entered into between the Company and the investors or the placing agreement having
been entered into between the Company and the placing agent(s), all conditions precedent
under such share subscription agreements or placing agreement having been satisfied,
and such share subscription agreements or placing agreement not having been terminated

according to their terms; and

(d)  the Listing Committee of the Stock Exchange granting the listing of, and permission to deal

in, all of the new H Shares to be issued and placed pursuant to the Proposed H Share Issue.

Neither the Company nor the subscribers (including Zhongdian IRICO, Zhangjiagang Investment,
Yan’an Dingyuan and Hefei Xincheng) have the right to waive any of the conditions set out in
sub-paragraphs (a) to (d) above. As at the Latest Practicable Date, all the conditions have been
fulfilled except for the condition set out in sub-paragraph (d) above. As the validity period of the
resolution in relation to the Proposed H Share Issue under the specific mandate, including the
authorization to the Board to deal with matters relating to the Proposed H Share Issue, set out in
sub-paragraph (a) will expire on 22 January 2020, a special resolution will be proposed at the EGM

and the H Share Class Meeting, respectively, to approve the extension of such validity period.

SPECIFIC MANDATE TO ISSUE NEW H SHARES

The Company will convene the EGM and the H Share Class Meeting to consider and, if appropriate,
to approve, among others, the Proposed H Share Issue (including the Proposed Subscription by

Zhongdian IRICO) under a specific mandate.

As at the date of the Board meeting, certain Directors, namely, Mr. Si Yuncong and Mr. Fan
Laiying, by virtue of their respective existing senior positions in IRICO Group, may be considered as
having a material interest in the Proposed H Share Issue. As such, they have abstained from voting
on the Board resolution in respect of the Proposed H Share Issue. Save as stated above, none of the
other Directors have a material interest in the Proposed H Share Issue and hence no other Director

has abstained from voting on such resolution.

The Directors (including the independent non-executive Directors) are of the view that the terms
of the Proposed H Share Issue (including the subscription price) are on normal commercial terms
and are fair and reasonable taking into consideration the prevailing market conditions and are in the

interests of the Company and its Shareholders as a whole.
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1. RESPONSIBILITY STATEMENT

This circular, for which the Directors collectively and individually accept full responsibility,

includes particulars given in compliance with the Listing Rules for the purpose of giving

information with regard to the Company. The Directors, having made all reasonable enquiries,

confirm that to the best of their knowledge and belief, the information contained in this circular

is accurate and complete in all material respects and not misleading or deceptive, and there are no

other matters the omission of which would make any statement herein or this circular misleading.

2. DISCLOSURE OF INTERESTS

(a)

Interests and Short Positions of Directors, Supervisors, Chief Executive and Senior

Management

As at the Latest Practicable Date, none of the Directors, Supervisors, chief executives or
senior management members of the Company and their respective associates had any interest
or short position in the shares, underlying shares and/or debentures (as the case may be) of
the Company and/or any of its associated corporations (within the meaning of Part XV of the
SFO) which was (a) required to be notified to the Company and the Stock Exchange pursuant
to Divisions 7 and 8 of Part XV of the SFO (including any interest and short position which
any such Director, Supervisor, chief executive or member of senior management was taken
or deemed to have under such provisions of the SFO); (b) required to be recorded in the
register of interests required to be kept by the Company pursuant to section 352 of the SFO;
or (c) otherwise required to be notified to the Company and the Stock Exchange pursuant to
the Model Code for Securities Transactions by Directors of Listed Companies as set out in

Appendix 10 to the Listing Rules in force as at the Latest Practicable Date.

Mr. Si Yuncong and Mr. Fan Laiying act as Directors of the Company. Mr. Si Yuncong
concurrently acts as the chairman, the secretary of the Communist Party Committee and
the legal representative of IRICO Group. Mr. Fan Laiying concurrently acts as the chief
accountant of IRICO Group. Mr. Ding Wenhui acts as the Supervisor and the chairman of the
supervisory committee of the Company and concurrently acts as the deputy secretary of the
Communist Party Committee, the deputy secretary of Discipline Inspection Committee, the

chairman of Trade Union and the general counsel of IRICO Group.

Save as disclosed above, as at the Latest Practicable Date, none of the Directors was a
director or employee of a company which had an interest or short position in the shares and
underlying shares of the Company which would fall to be disclosed to the Company under
the provisions of Divisions 2 and 3 of Part XV of the SFO.
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3. COMPETING INTERESTS

As at the Latest Practicable Date, none of the Directors or, so far as is known to them, any of their
respective close associates (as defined in the Listing Rules) was interested in any business (apart
from the Group’s business) which competes or is likely to compete either directly or indirectly with
the Group’s business (as would be required to be disclosed under Rule 8.10 of the Listing Rules as

if each of them were a controlling Shareholder).

4. INTERESTS IN THE GROUP’S ASSETS OR CONTRACTS OR ARRANGEMENTS
SIGNIFICANT TO THE GROUP

As at the Latest Practicable Date, none of the Directors or Supervisors had any interest in any assets
which have been, since 31 December 2018 (being the date to which the latest published audited
accounts of the Company were made up), acquired or disposed of by or leased to any member of the

Group, or are proposed to be acquired or disposed of by or leased to any member of the Group.

As at the Latest Practicable Date, none of the Directors or Supervisors was materially interested in
any contract or arrangement, subsisting at the date of this circular, which is significant in relation to

the business of the Group.

5. CONSENT AND QUALIFICATION OF EXPERT

(a)  The following is the qualification of the expert who has given an opinion or advice which is

contained in this circular:

Name Qualification

Octal Capital A corporation licensed to carry out Type 1 (dealing in securities)
and Type 6 (advising on corporate finance) regulated activities
under the SFO

(b)  As at the Latest Practicable Date, the above expert did not have any shareholding directly or
indirectly in any member of the Group or any right, whether legally enforceable or not, to
subscribe for or to nominate persons to subscribe for securities in any member of the Group
and it had no interest, either directly or indirectly, in any assets which have been, since the
date to which the latest published audited financial statements of the Company were made
up, acquired or disposed of by or leased to or are proposed to be acquired or disposed of by

or leased to any member of the Group.
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(c)  On the Latest Practicable Date, the above expert has given and has not withdrawn its written
consent to the issue of this circular with the inclusion herein of its report and reference to its

name and letter, where applicable, in the form and context in which it appears.
6. SERVICE CONTRACTS
As at the Latest Practicable Date, none of the Directors or Supervisors had any existing or proposed
service contract with any member of the Group (excluding contracts expiring or terminable by the
employer within a year without payment of any compensation (other than statutory compensation)).
7. MATERIAL ADVERSE CHANGE
As the Latest Practicable Date, the Directors were not aware of any material adverse change in the
financial or trading position of the Group since 31 December 2018, the date to which the latest
published audited consolidated financial statements of the Group were made up.
8. DOCUMENTS FOR INSPECTION
Copies of the following documents will be available for inspection during normal business hours at
the Company’s principal place of business in Hong Kong at Units 1607-8, 16/F, Citicorp Centre,
18 Whitfield Road, Causeway Bay, Hong Kong for a period of 14 days (excluding Saturdays and
public holidays) from the date of this circular:
(a)  the Subscription Agreement with Zhongdian IRICO;
(b)  the Subscription Agreement with Zhangjiagang Investment;

(c)  the Subscription Agreement with Yan’an Dingyuan; and

(d)  the Subscription Agreement with Hefei Xincheng.
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