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Issuer Comment: CCXAP’s comments on the equity transfer of Shandong
Lugiao Group Co., Ltd.’s subsidiaries

Hong Kong, 21 October 2024 — China Chengxin (Asia Pacific) Credit Ratings Company Limited
(“CCXAP?”) is concerned about the equity transfer of several subsidiaries of Shandong Lugiao
Group Co., Ltd. (“SDLQ” or the “Company”) (Ag-/stable).

Directly owned and controlled by Shandong Hi-Speed Road & Bridge Group Co., Ltd.
(“Shandong Road & Bridge”, stock code: 000498.SZ), SDLQ is one of the leading engineering
and construction (“‘E&C”) company in Shandong Province that is an expert in the construction
of roads and bridges.

On 16 October 2024, SDLQ announced that in order to optimize resource allocation and
simplify business structure, the Company plans to transfer its 67.9% equity in Shandong Hi-
Speed Engineering Construction Group Co., Ltd., 76.8% equity in Shandong Provincial
Highway and Bridge Construction Group Co., Ltd., and 53.5% equity in Shandong High Speed
Maintenance Group Co., Ltd. to Shandong Road & Bridge.

After the equity transfer of the subsidiaries, compared with the end-2023, the Company's
consolidated total assets will decrease by RMB27.2 billion, a decrease of 30.6%; net assets
will decrease by RMB8.8 billion, a decrease of 45.1%, as of the end of September 2024.
Compared with the same period in 2023, the Company's consolidated operating income will
decrease by RMB13.2 billion from January 2024 to September 2024.

On 17 October 2024, in order to promote business development and enhance comprehensive
competitiveness, Shandong Road & Bridge intends to introduce external investors to increase
equity capital of SDLQ, with the scale not exceeding RMB3.0 billion. At present, the party and
the amount of capital injection have not yet been determined.

We believe that the equity transfer has resulted in a significant decline in the Company's
business scale and capital strength, which could have a certain negative impact on its credit
profile. CCXAP will continue to monitor subsequent changes in SDLQ, and further assess the
impact of the equity transfer on its rating.

Rating Methodology

The methodology used in this rating is the Rating Methodology for Engineering and
Construction Companies (December 2016).

Regulatory Disclosures

CCXAP’s Rating Symbols and Definitions are available on its website at:
http://www.ccxap.com/en/rating_services/category/6/

This rating is solicited. Please refer to CCXAP’s Policy for designating and assigning Solicited
and Unsolicited Credit Ratings available on its website at:
http://www.ccxap.com/en/rating_services/category/9/
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The rating has been disclosed to the rated entity or its related party prior to publication, and
issued with no amendment resulting from that disclosure.

CCXAP considers a rated entity or its related party to be participating when it maintains an
overall relationship with CCXAP. Unless specifically noted in the Regulatory Disclosures as a
non-participating entity, the rated entity or its related party is participating and the rated entity
or its related party generally provides CCXAP with information for the purposes of its rating
process.

Regulatory disclosures contained here apply to press release, rating report, and if applicable,
the related rating outlook or rating review.

CCXAP’s public ratings are available at www.ccxap.com (Rating Results) and may be
distributed through media and other means.

The first name below is the lead rating analyst for this rating and the last name below is the
person primarily responsible for approving this rating.
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+852-2860 7124
peter_chong@ccxap.com
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Copyright © 2024 China Chengxin (Asia Pacific) Credit Ratings Company Limited (“CCXAP”). All rights
reserved.

No part of this publication may be reproduced, resold or redistributed in any form or by any means, without
prior written permission of CCXAP.

A credit rating is the analytical result of current credit worthiness and forward-looking opinion on the credit
risk of a rated entity or a debt issue. Credit ratings issued by CCXAP are opinions on the current and
relative future credit risk of the rated entities or debt issues, but do not address any other risks, including
but not limited to liquidity risk, market price risk, and interest rate risk.

Credit ratings, non-credit assessments, and other opinions included in CCXAP’s publications are not
recommendations for investors to buy, sell, or hold particular securities, nor measurements of market
value of the rated entities or debt issues. While obtaining information from sources it believes to be reliable,
CCXAP does not perform audit and undertakes no duty of independent verification or validation of the
information it receives from the rated entities or third-party sources.

All information contained herein belongs to CCXAP and is subject to change without prior notice by
CCXAP. CCXAP considers the information contained herein to be accurate and reliable. However, all
information is provided on an "as is" and "as available" basis and CCXAP does not guarantee accuracy,
adequacy, completeness, or timeliness of the information included in CCXAP’s publications.

To the extent where legally permissible, CCXAP and its directors, officers, employees, agents and
representatives disclaim liability to any person or entity (i) for any direct or compensatory losses or
damages, including but not limited to by any negligence on the part of, and any contingency within or
beyond the control of CCXAP or any of its directors, officers, employees, agents or representatives, arising
from or in connection with the information contained herein or the use of or inability to use any such
information; and (ii) for any indirect, special, consequential, or incidental losses or damages whatsoever
arising from or in connection with the information contained herein or the use of or inability to use any
such information, even if CCXAP or any of its directors, officers, employees, agents or representatives is
advised in advance of the possibility of such losses or damages.

China Chengxin (Asia Pacific) Credit Ratings Company Limited
Address: Suites 1904-1909, 19/F, Jardine House,
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Website: Www.ccxap.com

Email: info@ccxap.com
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