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* This rating is an Issuer Credit Rating (ICR). An ICR typically reflects our view of the senior
unsecured credit rating of an issuer and is not specific to an individual issuance that it may
issue.

S&P RATINGS (CHINA) CO., LTD. (SP CHINA) RATINGS, AS DESIGNATED BY “.,.” ATTHE END OF
THE RATING SYMBOL, ARE ASSIGNED ON A RATING SCALE THAT IS DISTINCT FROM THE S&P
GLOBAL RATING SCALE. AN S&P CHINA RATING MUST NOT BE EQUATED WITH OR
REPRESENTED AS A RATING ON THE S&P GLOBAL RATINGS SCALE.

The above “Date of Expiry” refers to the validity period of this report. The rating presented in
this report is effective from the rating date until the date of expiry. Where the date of expiry
is left blank, the rating is valid until and unless we make any further updates.

This document is an English translation of the Chinese original and is provided for reference
purposes only at the discretion of S&P China. This translation is not required by law or any
regulation, and should not be used for any regulatory purpose. While reasonable efforts have
been made to ensure the consistency of this translation with the Chinese original, certain
elements may not be translated accurately due to fundamental linguistic differences
between the two languages. The Chinese version will prevail in the event of any inconsistency
between the English version and the Chinese version.
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China State Construction SilkRoad Construction Investment Group Co., Ltd.

Tear Sheet

Company Name

Rating Type

Current Rating

January 16,2024

Rating Date Outlook/CreditWatch

China State Construction

SilkRoad Construction Issuer Credit Rating AAspe+ January 16, 2024 Stable
Investment Group Co., Ltd.
Industry Classification: Transportation Infrastructure Rating Snapshot:
Company Overview: China State Construction SilkRoad Construction Investment Group Co., Ltd. ("CSCEC
SilkRoad" or "company") is a wholly-owned subsidiary of China State Construction Engineering
Corporation Ltd. (“CSCEC" or "parent"). The company facilitates the development of CSCEC’s Issuer Credit Rating: AAqpo+/Stable
infrastructure construction business through investing in various infrastructure projects. The company
earns the bulk of its revenue and profits from EPC, management fees and investment returns. The Business Risk Profile: 4/Eair
company mainly sources the funding for its public-private partnership (PPP) projects from project loans
and partly funds its equity investment in PPP projects from management fees and profits from other _ Industry Risk: 2/Low
projects. Management fees and profits from projects also contribute to loan principal and interest
payments. As of the end of August 2023, the company had 7 PPP projects underway with total investment —  Competitive Position: 4/Fair

of around RMB 40 billion.

Economy and Industry Trends: Infrastructure investment continues to play an important role in
underpinning economy and stabilizing growth. PPP remains one of the main methods of infrastructure
construction, but its underlying mechanism may go through a fundamental change, where the returns on
investment projects would come mainly from user payments in the future, leading to intensifying
competition for investment projects. The soft land market and fiscal pressure facing local and regional
governments pose a challenge to timeliness of project payments. Projects located in regions with weaker
economic and fiscal positions and with lower-tier governments as counterparties may face an even worse
situation. Solid relationships with banks and diversified access to financing should help ease debt
repayment pressure.

Credit Highlights:

Business Risk Profile: We view the company’s business risk profile as fair. Its investment activity requires
the prior approval of CSCEC and comes under the parent’s strict supervision. All PPP projects under the
company’s control are included in the PPP Management Database and comprise of favorable return
mechanisms with limited market risk exposure. Most of its PPP projects are operational and starting to
receive payments. The track record of performance and returns are so far in line with expectations, and
the effective internal management and accumulating practical experience will also facilitate project
operations. Nonetheless, the company’s PPP projects are concentrated in Xi'an, presenting certain
concentration risk. The city, while economically and fiscally strong, has a heavy debt burden and heavy
reliance on land sales for revenue. Leveraging the strategic synergy with China Construction Engineering
Sixth Bureau Co., Ltd. (“CSCEC Sixth Bureau”), the company is expected to expand its business beyond
northwest China, which should improve the geographical diversity of its projects. We will closely monitor
the progress in investment projects.

Financial Risk Profile: We view the company’s financial risk profile as intermediate. The capital
expenditure over the next 1 to 2 years are aimed at wrapping up PPP projects underway and investing in
new projects. While leverage ratio remains high with interest-bearing debt mildly increasing, EBITDA and
project payments should provide solid coverage for interest expenses. The company adopts prudent and
strict approach to liquidity management and proactively manage debt maturity through rescheduling
loan repayments with banks. Solid relationships with banks, diversified funding channels and well-
arranged debt repayment plan enhance the company’s financial strengths.

Holistic Adjustment: The one-notch downward adjustment mainly reflects our view on the concentration
risk from all the company’s projects being located in Xi'an.

External Influence: The company remains of high importance to CSCEC, of which it is a wholly-owned
subsidiary. In our opinion, CSCEC has very strong indicative credit quality. The company plays an important
role in carrying out and developing CSCEC's infrastructure business strategy, and acts as CSCEC's main
executor of infrastructure development in northwest China. In our view, CSCEC's strict management of the
company's investment operations and finances will continue for the foreseeable future, strengthening
their linkage and allowing CSCEC to be in a position where it can provide timely extraordinary support
when needed. At the same time, we do not expect CSCEC to sell or divest the company.

Financial Risk Profile: 3/Intermediate

Anchor: a-

Adjustments

—  Diversification: Neutral (no impact)

Capital Structure: Neutral (no impact)

—  Financial Policy: Neutral (no impact)
— Liquidity: Adequate (no impact)

—  Management &

Governance: Neutral (no impact)

—  Holistic Adjustment: -1
Stand-alone Credit Profile: bbbspet
External Influence: +6

Key Metrics:

2022A 2023E 2024F

Debt/[EBITDA+ project g5 490940  10.0-14.0
payment) (x)
(EBITDA + project
payment) interest 2.5 1.8-2.5 1.8-2.5

coverage (x)

Note: Above data adjusted by S&P Global (China) Ratings. A- actual,
E-estimated F-forecast.

Peer Comparison: (2021-2022 average value, RMB, million)

CSCEC SilkRoad CCCC Investment CCCC Urban CSCEC Fangcheng
Revenue 10,433 13,955 12,250 11,978
EBITDA 799 6,798 3,326 2,165
Debt/EBITDA (x) 32.6 10.6 4.0 15.7
EBITDA interest coverage (x) 0.7 2.0 7.2 1.3

China Construction Fangcheng Investment & Development Group Co., Ltd.

Note: Above data adjusted by S&P Global (China) Ratings. CCCC Investment -- CCCC Investment Company Limited, CCCC Urban -- CCCC Urban Holding Company Limited, CSCEC Fangcheng --

Source: CSCEC SilkRoad data includes data adjusted to account for off-balance sheet items. Peer company information from public information, adjusted by S&P Global (China) Ratings.
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Assumptions and Forecasts
Assumptions

— In 2028 and 2024, the company's capital expenditure on PPP projects and
other investment projects is RMB 3-6 billion per year.

— In2028,the company issued RMB 2 billion in ABS backed by Xingfu Green Belt
PPP project payments.

— In 2023 and 2024, PPP projects receive government payments of RMB 1.8-2.5
billion per year, disregarding the portion of project payments associated with
ABS.

— PPPprojects generate RMB 1.2-2.2 billion in repayments, after deducting the
portion of project payments associated with ABS.

— The annual loan and interest repayment of PPP projects is around RMB 1.8-
3.2 billion taking into account prepayment and debt maturity following ABS
issuance.

— In 2023 and 2024, the company's EBITDA generated mainly from project
management fees remains at RMB 900 million to RMB 1.1 billion.

Outlook

The stable outlook on CSCEC SilkRoad reflects our view that the company would continue to hold its strict investment
approval process and investment standards for new investment projects over the next 24 months. Most of the
company’s PPP projects are now operational, and project returns should increase as operations mature. Its EBITDA
combined with project returns should provide solid coverage for interest expenses. Solid bank-corporate
relationships, diversified financing channels and well-arranged debt repayment plan enhance the company’s
financial strengths. As a wholly owned subsidiary of CSCEC, CSCEC SilkRoad ’s strategic role in developing the
infrastructure investment in northwest China would remain unchanged, and the company would continue to receive
support from its parent CSCEC.

Upside scenario: We might consider upgrading the issuer credit rating of CSCEC SilkRoad if the importance of the
company within the CSCEC group increases.

Downside scenario: Despite the low likelihood of occurrence in the short term, we might consider lowering the issuer
credit rating of the company if: 1) the company’s stand-alone credit profile materially deteriorates due to changes in
its business risk profile and financial risk profile; 2) group support is weakened, which could occur if the company's
importance to CSCEC is lowered, or CSCEC’s indicative credit quality deteriorates significantly, resulting in a decline
in the group’s indicative support ability that it struggles to recover from; 3) the company’s authority over the financial
management of its projects changes significantly.
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Copyright © 2024 by S&P Ratings (China) Co., Ltd. All rights reserved.

S&P Ratings (China) Co., Ltd. (“S&P Ratings”) owns the copyright and/or other related intellectual property rights of the abovementioned content
(including ratings, credit-related analyses and data, valuations, model, software or other application or output therefrom) or any part thereof (Content).
No Content may be modified, reverse engineered, reproduced or distributed in any form by any means, or stored in a database or retrieval system,
without the prior written permission of S&P Ratings. The Content shall not be used for any unlawful or unauthorized purposes. S&P Ratings and any
third-party providers, as well as their directors, officers, shareholders, employees or agents (collectively "S&P Parties") do not guarantee the accuracy,
completeness, timeliness or availability of the Content. S&P Parties are not responsible for any errors or omissions (negligent or otherwise), regardless
of the cause, for the results obtained from the use of the Content, or for the security or maintenance of any data input by the user. The Content is
provided on an “as is” basis. S&P PARTIES DISCLAIM ANY AND ALL EXPRESS OR IMPLIED WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY
WARRANTIES OF MERCHANTABILITY OR FITNESS FOR A PARTICULAR PURPOSE OR USE, FREEDOM FROM BUGS, SOFTWARE ERRORS OR DEFECTS,
THAT THE CONTENT'S FUNCTIONING WILL BE UNINTERRUPTED OR THAT THE CONTENT WILL OPERATE WITH ANY SOFTWARE OR HARDWARE
CONFIGURATION. In no event shall S&P Parties be liable to any party for any direct, indirect, incidental, exemplary, compensatory, punitive, special or
consequential damages, costs, expenses, legal fees, or losses (including, without limitation, lost income or lost profits and opportunity costs or losses
caused by negligence) in connection with any use of the Content even if advised of the possibility of such damages.

Credit-related and other analyses, including ratings, and statements in the Content are statements of opinion as of the date they are expressed and
not statements of fact. S&P Ratings' opinions, analyses, forecasts and rating acknowledgment decisions (described below) are not and should not be
viewed as recommendations to purchase, hold, or sell any securities or to make any investment decisions, and do not address the suitability of any
security. S&P Ratings assumes no obligation to update the Content following publication in any form or format. The Content should not be relied on
and is nota substitute for the skill, judgment and experience of the user, its management, employees, advisors and / or clients when making investment
and other business decisions. S&P Ratings does not act as a fiduciary or an investment advisor except where registered as such. While S&P Ratings
has obtained information from sources it believes to be reliable, S&P Ratings does not perform an audit and undertakes no duty of due diligence or
independent verification of any information it receives. Rating-related publications may be published for a variety of reasons that are not necessarily
dependent on action by rating committees, including, but not limited to, the publication of a periodic update on a credit rating and related analyses.

S&P RATINGS IS NOT PART OF THE NRSRO. A RATING ISSUED BY S&P RATINGS IS ASSIGNED ON A RATING SCALE SPECIFICALLY FOR USE IN CHINA,
AND IS S&P RATINGS' OPINION OF AN OBLIGOR’S OVERALL CREDITWORTHINESS OR CAPACITY TO MEET SPECIFIC FINANCIAL OBLIGATIONS, RELATIVE
TO THAT OF OTHER ISSUERS AND ISSUSES WITHIN CHINA ONLY AND PROVIDES A RANK ORDERING OF CREDIT RISK WITHIN CHINA. AN S&P RATINGS'
RATING IS NOT A GLOBAL SCALE RATING, AND IS NOT AND SHOULD NOT BE VIEWED, RELIED UPON, OR REPRESENTED AS SUCH. S&P PARTIES ARE
NOT RESPONSIBLE FOR ANY LOSSES CAUSED BY USES OF S&P RATINGS' RATINGS IN MANNERS CONTRARY TO THIS PARAGRAPH.

To the extent that regulatory authorities allow a rating agency to acknowledge in one jurisdiction a rating issued in another jurisdiction for certain
regulatory purposes, S&P Ratings reserves the right to assign, withdraw or suspend such acknowledgement at any time and in its sole discretion. S&P
Ratings disclaims any duty whatsoever arising out of the assignment, withdrawal or suspension of an acknowledgment as well as any liability for any
damage alleged to have been suffered on account thereof.

S&P Ratings keeps certain activities of its business units separate from each other in order to preserve the independence and objectivity of their
respective activities. As a result, certain business units of S&P Ratings may have information that is not available to other S&P Ratings business units.
S&P Ratings has established policies and procedures to maintain the confidentiality of certain non-public information received in connection with
each analytical process.

S&P Ratings may receive compensation for its ratings and certain analyses, normally from issuers or underwriters of securities or from obligors. S&P
Ratings reserves the right to disseminate its opinions and analyses. S&P Ratings' public ratings and analyses are made available on its Web site
www.spgchinaratings.cn, and may be distributed through other means, including via S&P Ratings' publications and third-party redistributors.
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