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You should rely only on the information contained in this offering memorandum. None of the Issuer,
the Company and its subsidiaries (swe,Z eus,Z sour,Z or *ZoomlionZ as the context indicates, unless
otherwise specifically defined) or the investment banking firms identified on the cover of this offering
memorandum has authorized anyone to provide you with different information. Neither we nor the
Initial Purchaser (as defined in the section headed <Plan of DistributionZ) is making an offer of these
securities in any state or jurisdiction where the offer is not permitted. This offering memorandum does
not constitute an offer to sell or the solicitation of an offer to buy any securities other than the
securities to which it relates or an offer to sell or the solicitation of an offer to buy such securities by
any person in any circumstances in which such offer or solicitation is unlawful. You should not assume
that the information contained in this offering memorandum is accurate as of any date other than the
date of this offering memorandum. Our business, financial condition, results of operations and
prospects may have changed since that date.

NO UNITED STATES FEDERAL, STATE OR FOREIGN SECURITIES COMMISSION OR
REGULATORY AUTHORITY HAS RECOMMENDED THE NOTES OR REVIEWED, PASSED
ON, DETERMINED OR CONFIRMED THE ACCURACY OR ADEQUACY OF THIS OFFERING
MEMORANDUM. ANY REPRESENTATION TO THE CONTRARY MAY BE A CRIMINAL
OFFENSE.

The distribution of this offering memorandum and the offering and sale of the Notes in certain
jurisdictions may be restricted by law. Persons into whose possession this offering memorandum comes
are required by us and the Initial Purchaser to inform themselves about and to observe any such
restrictions. For a description of certain further restrictions on the offering and sale of the Notes and
distribution of this offering memorandum, see «Plan of DistributionZ and Transfer Restrictions.Z This
offering memorandum may be used only for the purposes for which it has been published.

In making your investment decision, you should rely only on the information contained in this offering
memorandum. None of us, the Initial Purchaser nor the Trustee has authorized anyone to provide you
with any other information. If you receive any unauthorized information, you must not rely on it.

This offering memorandum is a confidential document that we are providing only to prospective buyers
of our Notes. You should read this offering memorandum before deciding to buy any Notes. You must
not:

— use this offering memorandum for any other purpose;

— make copies of any part of this offering memorandum or give a copy of it to any other person;
or

— disclose any information in this offering memorandum to any other person. We have prepared
this offering memorandum and we are solely responsible for its contents.



You are responsible for making your own examination of us and your own assessment of the merits and
risks of investing in our Notes. You may contact us if you need any additional information. By
purchasing any Notes, you acknowledge that:

— you have reviewed this offering memorandum:

— you have had an opportunity to request from us any additional information that you need from
us; and

— neither the Initial Purchaser nor the Trustee is responsible for, nor is either of them making any
representations or warranties to you concerning our future performance or the accuracy or
completeness of this offering memorandum.

The Initial Purchaser assumes no responsibility for the accuracy or completeness of, any of the
information contained in this offering memorandum. To the fullest extent permitted by law, the Initial
Purchaser does not accept any responsibility for the contents of this offering memorandum or for any
statement made or purported to be made by the Initial Purchaser or on its behalf in connection with our
Company or the issue and offering of the Notes. The Initial Purchaser accordingly disclaims all and
any liability whether arising in tort or contract or otherwise (save as referred to above) which the
Initial Purchaser might otherwise have in respect of this offering memorandum or any such statement.

We and the Initial Purchaser reserve the right to reject any offer to purchase any of the Notes for any
reason, or to sell less than the principal amount of the Notes for which any prospective purchaser has
subscribed.

This offering memorandum is personal to each offeree and is not an offer to any other person or to the
public generally to subscribe for the Notes. You represent that you are basing your investment decision
solely on this offering memorandum and your own examination of us and the terms of this offering.

Neither we, the Initial Purchaser, the Trustee nor any agent is providing you with any legal, business,
tax or other advice in this offering memorandum. You should consult your own advisors to assist you
in making your investment decision and to advise you whether you are legally permitted to purchase
our Notes.

You must comply with all laws that apply to you in any place in which you buy, offer or sell any Notes

or possess this offering memorandum. You must also obtain any consents or approvals that you need in
order to purchase the Notes. Neither we nor the Initial Purchaser is responsible for your compliance
with these legal requirements.

The Notes have not been recommended by any U.S. federal or state securities commission or
regulatory authority or any regulatory authority in any other jurisdiction, and no such authority has
determined that this offering memorandum is accurate or complete. Any representation to the contrary
is a criminal offense.

The Notes are subject to restrictions on transfer and resale that are described under eTransfer
Restrictions.Z By purchasing any Notes, you represent and agree to all of the provisions contained in
that section of this offering memorandum. You may have to bear the financial risks of investing in our
Notes for an indefinite period of time.



The Notes have not been and will not be registered under the Securities Act, or with any securities
regulatory authority of any state or other jurisdiction in the United States, and may not be offered,

sold, pledged or otherwise transferred except pursuant to an exemption from, or in a transaction not
subject to, the registration requirements of the Securities Act and in compliance with applicable

securities laws of any state or other jurisdictions. Prospective purchasers are hereby notified that
sellers of the Notes may be relying on the exemption from the provisions of Section 5 of the Securities
Act provided by Rule 144A. We do not intend to issue registered notes in exchange for the Notes to be
privately placed in this offering and the absence of registration rights may adversely impact the

transferability of the Notes.

We expect that delivery of the Notes will be made against payment therefor on or about the closing
date specified on the cover page of this offering memorandum, which will be on or about the fifth
Business Day following the pricing date of the Notes (this settlement cycle being referred to as «T+57).
Under Rule 15c6-1 of the United States Exchange Act of 1934, as amended (the *Exchange ActZ),
trades in the secondary market generally are required to settle in three business days (as such term is
used under Rule 15c¢6-1 of the Exchange Act), unless the parties to any such trade expressly agree
otherwise. Accordingly, purchasers who wish to trade Notes on the date of pricing or the next
succeeding Business Day will be required, by virtue of the fact that the Notes initially will settle in
T+5 to specify an alternate settlement cycle at the time of any such trade to prevent a failed settlement.
Purchasers of the Notes who wish to trade the Notes on the date of pricing or the next succeeding
Business Day should consult their own legal advisor. *Business DayZ as used in this offering
memorandum means a day that is a business day in both the United States and Hong Kong.

In connection with this offering, the Initial Purchaser or any person acting for the Initial Purchaser may
purchase and sell the Notes in the open market. These transactions may, to the extent permitted by
applicable laws and regulations, include short sales, stabilizing transactions and purchases to cover
positions created by short sales. These activities may stabilize, maintain or otherwise affect the market
price of the Notes. As a result, the price of the Notes may be higher than the price that otherwise might
exist in the open market: if these activities are commenced, they may be discontinued at any time and
must in any event be brought to an end after a limited time. These activities will be undertaken solely
for the account of the Initial Purchaser, and not for us or on our behalf.

FOR NEW HAMPSHIRE RESIDENTS

NEITHER THE FACT THAT A REGISTRATION STATEMENT OR AN APPLICATION FOR A
LICENSE HAS BEEN FILED UNDER CHAPTER 421-B OF THE NEW HAMPSHIRE UNIFORM
SECURITIES ACT, AS AMENDED (RSA 421-BZ) WITH THE STATE OF NEW HAMPSHIRE
NOR THE FACT THAT A SECURITY IS EFFECTIVELY REGISTERED OR A PERSON IS
LICENSED IN THE STATE OF NEW HAMPSHIRE CONSTITUTES A FINDING BY THE
SECRETARY OF STATE OF NEW HAMPSHIRE THAT ANY DOCUMENT FILED UNDER RSA
421-B IS TRUE, COMPLETE AND NOT MISLEADING . NEITHER ANY SUCH FACT NOR THE
FACT THAT AN EXEMPTION OR EXCEPTION IS AVAILABLE FOR A SECURITY OR
TRANSACTION MEANS THAT THE SECRETARY OF STATE OF NEW HAMPSHIRE HAS
PASSED IN ANY WAY UPON THE MERITS OR QUALIFICATIONS OF, OR RECOMMENDED
OR GIVEN APPROVAL TO, ANY PERSON, SECURITY OR TRANSACTION. IT IS UNLAWFUL



TO MAKE, OR CAUSE TO BE MADE, TO ANY PROSPECTIVE PURCHASER, CUSTOMER OR
CLIENT ANY REPRESENTATION INCONSISTENT WITH THE PROVISIONS OF THIS
PARAGRAPH.

NON-GAAP FINANCIAL MEASURES

We refer to the terms EBITDA, total debt, net debt/(net cash), EBITDA margin, interest coverage ratio,
leverage ratio and net debt/(net cash) to EBITDA ratio (as defined in <Summary ,, Summary Financial
InformationZ) in various places in this offering memorandum. These non-GAAP financial data are
supplemental financial measures that are not required by, or presented in accordance with,
International Financial Reporting Standards (/IFRSZ) or United States generally accepted accounting
principles (*US GAAPZ) and are therefore referred to as *non-GAAPZ financial measures. They are not
measurements of our financial performance under IFRS or US GAAP and should not be considered as
an alternative to profit from operations or any other performance measures derived in accordance with
IFRS or US GAAP or as an alternative to cash flows from operating activities or as a measure of our
liquidity.

Our measurement of these non-GAAP items may not be comparable to those of other companies. See
the section titled «Summary ,, Summary Financial InformationZ and *Selected Financial InformationZ

for a more thorough discussion of our use of these non-GAAP items in this offering memorandum,
including the reasons why we believe this information is useful to management and why they may be
useful to investors, and a reconciliation of each non-GAAP item to the most closely comparable
financial measure calculated in accordance with IFRS.

” IV ”
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PRESENTATION OF INFORMATION

Unless expressly stated otherwise, all financial information, description and other information
regarding our financial condition and results of operations as of and for the years ended December 31,
2009, 2010 and 2011 and as of and for the nine months ended September 30, 2011 and 2012 included in
this offering memorandum are presented on a consolidated basis.

The financial statements of the Company are reported in Renminbi, the lawful currency of China. All
references to sUnited States dollars,Z «US dollarsZ and sUS$Z are to United States dollars, all
references to \RMBZ and *RenminbiZ are to Renminbi and all references to *HK$Z are to Hong Kong
dollars. Unless otherwise noted, all translations from Renminbi to US dollars were made at the
exchange rate as set forth in the H.10 statistical release of the Federal Reserve Board (the *Noon
Buying RateZ) as of September 28, 2012, which was RMB6.2848 = US$1.00, and all translations from
Hong Kong dollars to US dollars were made at a rate of HK$7.8 to US$1.00. All amounts translated
into US dollars in this offering memorandum are provided solely for your convenience and no
representation is made that the Renminbi or US dollar amounts referred to herein could have been or
could be converted into US dollars or Renminbi, as the case may be, at any particular rate or at all. For
further information relating to exchange rates, see *Exchange RatesZ. For information relating to the
exchange rate of the Notes, see *Description of the NotesZ.

In this offering memorandum, where information has been presented in thousands or millions of units,
amounts may have been rounded up or down. Accordingly, the total of columns or rows of numbers in
tables may not be equal to the apparent total of the individual items and actual numbers may differ
from those contained herein due to rounding.



FORWARD-LOOKING STATEMENTS

This offering memorandum contains forward-looking statements that are, by their nature, subject to
significant risks and uncertainties. The forward-looking statements are contained principally in the
sections headed «Summary,Z *Risk Factors,Z *Use of Proceeds,Z «Industry Overview,Z +Managementes
Discussion and Analysis of Financial Condition and Results of OperationsZ and <BusinessZ in this
offering memorandum. These statements relate to events that involve known and unknown risks,
uncertainties and other factors, including those listed under *Risk Factors,Z which may cause our
actual results, performance or achievements to be materially different from performance or
achievements expressed or implied by the forward-looking statements. These forward-looking
statements include, without limitation, statements relating to:

— our business strategies;

— our future business development, financial condition and results of operations;

— our ability to successfully integrate acquired businesses;

— our ability to maintain and enhance our market position;

— our ability to develop new product lines and expand market share;

— the future of the construction machinery industry in China and overseas;

— competition from domestic and international construction machinery manufacturers;

— our beliefs as to the price and availability of our raw materials, parts, components and utilities;
— our ability to increase manufacturing capacity and efficiency;

— our ability to attract additional dealers, end users and other customers and maintain
relationships with our existing dealers, end users and other customers;

— our beliefs as to market demand of our products;

— our beliefs as to our ability to make strategic acquisitions and investments to establish and
maintain strategic relationships;

— our ability to maintain inventory levels that approximate the demand for our products;

— our ability to effectively protect our intellectual property and trade secrets and not infringe on
the intellectual property and trade secrets of others;
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— our ability to comply with environmental regulations;

— our ability to obtain the necessary permits, licenses, registrations and certificates to carry on
our business;

— our dividend policy;
— our capital expenditure plans; and
— general economic and business condition in the countries in which we operate.

The words eanticipate,Z <believe,Z ecould,Z <estimate,Z sexpect,Z eintend,Z emay,Z eplan,Z sseek,Z
will,Z swouldZ and the negative of these terms and other similar expressions, as they relate to us, are
intended to identify a number of these forward-looking statements. These forward-looking statements
reflect our current views with respect to future events and are not a guarantee of future performance.
Actual results may differ materially from information contained in the forward-looking statements as a
result of a number of uncertainties and factors, including but not limited to:

— any changes in the laws, rules and regulations of the central and local governments in the
Peopless Republic of China (the *PRCZ or *ChinaZ) and other relevant jurisdictions and the
rules, regulations and policies of the relevant governmental authorities relating to all aspects of
our business;

— general economic, market and business condition in the PRC;
— macroeconomic policies of the PRC government;

— changes or volatility in interest rates, foreign exchange rates, equity prices or other rates or
prices;

— the effects of competition in the construction machinery industry on the demand for and price
of our products;

— various business opportunities that we may pursue; and

— the risk factors discussed in this offering memorandum as well as other factors beyond our
control.

Subject to the requirements of applicable laws, rules and regulations, we do not have any obligation to
update or otherwise revise the forward-looking statements in this offering memorandum, whether as a
result of new information, future events or otherwise. As a result of these and other risks, uncertainties
and assumptions, the forward-looking events and circumstances discussed in this offering
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memorandum might not occur in the way we expect, or at all. Accordingly, you should not place undue
reliance on any forward-looking information. All forward-looking statements contained in this offering
memorandum are qualified by reference to the cautionary statements set forth in this section as well as
the risks and uncertainties discussed in the section headed ¢Risk FactorsZ in this offering
memorandum.



ENFORCEABILITY OF FOREIGN JUDGMENTS AND CIVIL LIABILITIES

We are incorporated in the PRC with limited liability. Most of our assets are located in the PRC. In
addition, except our independent director Mr. Qian Shizheng, our directors and officers are residents of
the PRC, where substantially all of their assets may be located. As a result, it may be difficult for
investors to effect service of process upon us or such persons, or to enforce against us or such persons
judgments obtained in courts or arbitral tribunals outside the PRC, including judgments predicated
upon the civil liability provisions of the U.S. federal or state securities laws.

Since 1979, the PRC government has promulgated laws and regulations in relation to general economic
matters such as foreign investment, corporate organization and governance, commerce, taxation,
foreign exchange and trade, with a view towards developing a comprehensive system of commercial
law. In particular, legislation over the past 30 years has significantly enhanced the protections afforded
to various forms of foreign investment in the PRC. Where adequate law exists in the PRC, the
enforcement of existing laws or contracts based on existing law may be nevertheless uncertain or
sporadic, and it may be difficult to obtain swift and equitable enforcement or to obtain enforcement of
a judgment by a court of another jurisdiction. In addition, the PRC legal system is based on written
statutes and their interpretations, and prior court decisions may be referenced but carry limited weight
as precedents.

We have been advised by our PRC legal counsel, Fangda Partners, that there is uncertainty as to
whether the courts of the PRC would:

(1) enforce judgments of the U.S. courts obtained against us or our directors and officers
predicated upon the civil liability provisions of the federal securities laws of the United States,
or upon any other basis, and China does not have treaties for the reciprocal enforcement of
judgments with the United States; or

(2) entertain original actions brought in the courts of the PRC, against us or our directors and
officers predicated upon the federal securities laws of the United States or the securities laws
of any state or territory within the United States.

Fangda Partners has further advised us that the recognition and enforcement of foreign judgments are
provided for under the PRC Civil Procedures Law. PRC courts may recognize and enforce foreign
judgments in accordance with the requirements of the PRC Civil Procedures Law based either on
treaties between China and the country where the judgment is made or on reciprocity between
jurisdictions. China does not have any treaties or other agreements that provide for the reciprocal
recognition and enforcement of foreign judgments with the United States. In addition, according to the
PRC Civil Procedures Law, courts in the PRC will not enforce a foreign judgment against us or our
directors and officers if they decide that the judgment violates the basic principles of PRC law or
national sovereignty, security or public interest. Therefore, it is uncertain whether a PRC court would
enforce a judgment rendered by a court in the United States.

We have been advised by Simpson Thacher & Bartlett, our Hong Kong legal advisors, that the Hong
Kong legislation on reciprocal enforcement of judgments does not apply to judgments obtained from

11571



U.S. courts and that at present there is no written arrangement in place between Hong Kong and the
United States for mutual enforcement of judgments. However, some judgments rendered by a court in
the United States are enforceable in Hong Kong under common law if they meet certain criterion.

Accordingly, there is no certainty as to whether a judgment rendered by a court in the United States

could be enforced in Hong Kong.



SUMMARY

This summary may not contain all of the information that may be important to you. You should fead
this entire offering memorandum before making an investment decision to purchase the Notes.

OVERVIEW

We are a leading China-based construction machinery manufacturer providing diversified products,
including concrete machinery, crane machinery and environmental and sanitation machinery, wWith a
presence in Asia, Europe and other regions. We have one of the most diversified and comprehgensive
product offerings in Chinaes construction machinery industry. We currently offer more than [900
models of machinery and equipment covering 98 different product types across 13 product lineg. Our
diversified and comprehensive product offerings position us well to take advantage of the fliture
development of the domestic and overseas construction machinery markets. Moreover, we e:l:joy a
leading market position across all of our core product lines in China, including concrete machinery and
crane machinery, as well as our environmental and sanitation machinery lines. Our acquisitipn of
Compagnia lItaliana Forme Acciaio S.p.A., or CIFA, in 2008 also helped to position us to become a
global leading concrete machinery manufacturer by strategically combining our leading market
position in the large and fast-growing construction machinery market in China with CIFAes overgeas
operational and technological capabilities and extensive distribution and service network in Europg.

We currently own and operate a total of 13 specialized industrial parks, of which 12 are located in
Hunan Province, Shaanxi Province and Shanghai Municipality, China and one located in Senago,|Italy,
specializing in the manufacture and assembly of different types of construction machinery. We| also
operate three specialized factories located in Liaoning Province, Sichuan Province and Guangdong
Province, China. Furthermore, we plan to establish another specialized industrial park at Jiarjgyin,
Jiangsu Province and a specialized factory in India through a joint venture with ElectroMech Matgerial
Handling System (India) Pvt. Ltd., or ElectroMech, a leading crane machinery manufacturer in Ipdia.
These specialized industrial parks and factories allow us to manufacture and assemble different
products in order to increase efficiency and enhance product quality. In addition, our large-scale
operations enable us to achieve cost-effective manufacturing and maintain a reliable and high-quality
supply chain. Our stringent quality control system ensures the high quality of our products, whi¢h is
evidenced by various domestic and international certifications for our product quality, including| the
China Compulsory Certifications for product quality and safety from the China Quality Certification
Center and the CE Certification for product quality from TuV Rheinland and TuV SuD, independent
certification institutions based in Germany.

We market our products globally under our ZoomlionZ and «CIFAZ brand names, each of which has
strong customer recognition and loyalty because of the track-record of high quality and performance of
the products sold under those two brands. Two of our trademarks were recognized as *Well-Kpown
TrademarksZ nationwide. Similarly, our «CIFAZ brand has enjoyed strong brand recognition in E4rope
and globally through over 80 years of operational history and is associated with the introduction gf the
first truck-mounted concrete mixer pumps in the world. Both our Zoomlion line and CIFA line|of
products are sold through an extensive distribution network in China, covering more than 300 ¢ities
and all provinces and autonomous regions in China. We also sell our products to over 120 different
countries through an established and extensive overseas distribution and service network. Our |strong
and established overseas distribution and service network also evidences our established presgnce in
the overseas markets.




We have established a global research and development platform with facilities in China and Italy.

are a leading participant in the establishment of national and industry standards for constrd
machinery in China. We have contributed to the establishment of over 170 national and ind
standards that are currently in effect, including the first industry standard for truck-mounted con
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pumps in China and the industry standard for chassis specially designed for truck cranes. In addlition,

our technology center has been jointly accredited as a national technology enterprise center
National Development and Reform Commission, or the NDRC, the Ministry of Finance, the Ger
Administration of Customs and the State Administration of Taxation since 2005. We also own
operate the National Key Laboratory on Key Technologies for Construction Machinery, the
national key laboratory in Chinaes construction machinery industry, as well as the Nati
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Engineering Technology Research and Development Center for Concrete Machinery, the only national

concrete machinery engineering technology research and development center in the constn
machinery industry.

We have experienced significant growth benefiting from Chinaes ongoing urbanization.

consolidated turnover increased from RMB20,762 million in 2009 to RMB46,323 million (US$7,
million) in 2011, and our profit for the year increased from RMB2,419 million in 2009 to RMBS8,1
million (US$1,300 million) in 2011. In the nine months ended September 30, 2012, our consolid
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turnover increased to RMB39,108 million (US$6,222 million) from RMB33,207 million for the saine

period in 2011, and our profit for the period increased to RMB7,127 million (US$1,134 million) fr
RMB5,992 million for the same period in 2011. Our A Shares have been listed on the Shenzhen
Exchange since October 12, 2000 and our H Shares have been listed on The Stock Exchange o
Kong Limited, or the Hong Kong Stock Exchange, since December 23, 2010, respectively.
December 13, 2012, our market capitalization was approximately US$10.6 billion.

RECENT DEVELOPMENTS
Proposed Disposal of Our Subsidiary

On March 15, 2012, we passed a board resolution approving the disposal of 80% equity inter
Changsha Zoomlion Environmental and Sanitation Machinery Co., Ltd. (the *<ESM CompanyZ) by
of public tender. The public tender commenced on March 23, 2012, where the notice publication p
for intended transferees to submit transfer applications would be consecutively extended for a per
five business days until December 31, 2012. As of the date of this offering memorandum, we hay
received any official bid yet. See «Our History and Corporate Structure , Proposed Disposal of (
SubsidiaryZ.

Joint Venture in India

In August 2012, we entered into a joint venture agreement with ElectroMech, a leading ¢
machinery manufacturer in India, to establish a subsidiary in which we will own a 70% interest. U
the joint venture agreement, we will have control over the subsidiary. The principal activity of
subsidiary will be manufacturing of tower cranes, which we plan to sell in India. See «Our History
Corporate Structure , Our HistoryZ.
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Solicitation of Consents to Amend an Existing Indenture

The indenture (the <2017 Notes IndentureZ) governing the Issueres 6.875% Notes due 2017 (the
NotesZ) restricts the Issuer from incurring any additional indebtedness other than any additional
Notes. The Issuer is currently conducting a consent solicitation (the sConsent SolicitationZ) to ap

amendments (the <Proposed AmendmentZ) to the 2017 Notes Indenture to allow it to ’anur

indebtedness in addition to the existing 2017 Notes, whether through bank loans or the issua
notes of one or more series. The Proposed Amendment provides that the Issuer shall not carry
business activities other than the offering, sale or issuance of indebtedness and the advance
proceeds thereof to the Company, any of the Companyes subsidiaries or a company othg

«2017
2017
brove

ce of
DN any
of the
rwise

controlled by the Company and any other activities in connection therewith. The Issuer will make a

cash payment (the «Consent PaymentZ) of $2 per $1,000 in aggregate principal amount of the
Notes held by each holder of the 2017 Notes who has validly consented to the Proposed Amendni
or prior to 11:00 p.m., New York City time, on December 13, 2012 (the sExpiration DateZ),
accordance with the terms and conditions of the Consent Solicitation. The Issuer anticipates
promptly after receipt of a majority in aggregate principal amount of all outstanding 2017 Notes vd
as a single class (the *Requisite ConsentsZ) prior to the Expiration Date, the Issuer will give not

2017
ent at
in
that,
ting
ce to

the trustee under the 2017 Notes Indenture that the Requisite Consents have been obtained and the

Issuer, the Company and such trustee will execute a supplemental indenture (the <Supplen
IndentureZ) to the 2017 Notes Indenture (such time, the sEffective TimeZ). The Supplem
Indenture will become effective at the Effective Time and shall thereafter bind every holder of
2017 Notes; however, the Proposed Amendment will only become operative after the Company
the Consent Payments to such holders who have consented in accordance with the terms and cof
of the Consent Solicitation.

The consummation of the Consent Solicitation (including the payment of the Consent Payme
conditioned on (1) the Requisite Consents being received by the information and tabulation agé
the Consent Solicitation at or prior to the Expiration Date; (2) the Supplemental Indenture b
executed and becoming effective; and (3) the absence of any existing or proposed law or regu
that would, and the absence of any injunction or action or other proceeding (pending or threatenec
(in the case of any action or proceeding, if adversely determined) would, make unlawful or inval
enjoin or delay the implementation of the Proposed Amendment, the entering into of the Supplem
Indenture or the payment of any Consent Payment or question the legality or validity of any the|
The consummation of this offering is, in turn, conditioned upon the execution and delivery of
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Supplemental Indenture and the Proposed Amendment becoming operative in accordance with the

terms of the Supplemental Indenture.

The Issuer may, in its discretion, (1) extend or amend the Expiration Date, from time to time, unti
Requisite Consents for the Proposed Amendment have been obtained, (2) waive in whole or in pg
conditions to the Consent Solicitation, (3) terminate the Consent Solicitation at any time, wheth
not the Requisite Consents have been received and (4) amend the Consent Solicitation at any
whether or not the Requisite Consents have been received.

This offering memorandum is not a solicitation of consents with respect to the Proposed Amendmég
any securities. No recommendation is being made as to whether holders of the 2017 Notes {
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consent to the Proposed Amendment. The Consent Solicitation is made only by and pursuant
terms of the Consent Solicitation Statement, dated December 3, 2012, and the related Let
Consent, as such may be amended or supplemented.

OUR COMPETITIVE STRENGTHS

— Leading China-based Construction Machinery Manufacturer with an Established Gl
Presence and Strong Brand Recognition;

— Comprehensive Product and Service Offerings and Systematic Solutions;

— Leading Developer and Setter of Industry Standards in China with Innovat
Capabilities;

— Highly Competitive Cost Structure and Product Quality Control System;

— Extensive and Effective Distribution and Service Network Providing Value-add
Services;

— Proven Ability to Acquire and Integrate Strategic Targets to Augment Our Growth; and

— Experienced Management Team with Proven Track Record and Strong Corpd
Governance.

OUR BUSINESS STRATEGIES

— Solidify and Strengthen Our Leading Market Position in China;

— Strategically Expand Our Global Presence in Diverse Overseas Markets;

— Enhance Our Global Research and Development Platform and Efforts;

— Continue to Broaden Our Product Offerings and Strengthen Our Manufactu
Capabilities; and

— Prudently Manage the Expansion of Our Finance Lease Services.
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SUMMARY FINANCIAL INFORMATION

The following summary historical consolidated balance sheet data as of December 31, 2009, 2010 and
2011 and summary historical consolidated statement of comprehensive income data and summary
historical consolidate cash flow data for the years ended December 31, 2009, 2010 and 2011 have been
derived from our audited consolidated financial statements included elsewhere in this offering

memorandum. The following summary historical consolidated balance sheet data as of September 30,
2012 and the summary historical consolidated statements of comprehensive income data and summary

historical consolidated cash flow data for the nine months ended September 30, 2011 and 2012
been derived from our unaudited interim consolidated financial statements included elsewhere i

have
N this

offering memorandum. We have prepared the unaudited interim consolidated financial statements on

the same basis as our audited consolidated financial statements. The unaudited interim fin
statements include all adjustments, consisting only of normal recurring adjustments, which we cor
necessary for a fair presentation of our financial position and results of operations for the pe
presented.

You should read the summary financial information below in conjunction with those finan
statements and related notes and the section entitled sManagementes Discussion and Analy
Financial Condition and Results of OperationsZ included elsewhere in this offering memorandum
consolidated financial statements are prepared and presented in accordance with IFRS. Our his
results do not necessarily indicate our results expected for any future period.

Summary Historical Consolidated Statement of Comprehensive Income Data

Nine Months Ended

Year Ended December 31, September 30,
2009 2010 2011 2011 2012
RMB RMB RMB uss RMB RMB USs$
(in millions except for percentage)

TUmnoVer . ... 20,762 32,193 46,323 7,371 33,207 39,108 6,2
Cost of sales and services . . ........... (15,422) (22,424) (31,316) (4,983) (22,532) (25,644) (4,0
Grossprofit. . ... 5,340 9,769 15,007 2,388 10,675 13,464 2,14
Grossmargif ......... ... 25.7% 30.3% 324% 324% 32.1% 34.4% 34.4¢
Operating expenses. .. ................ (2,322) (4,056) (5,419) (862) 3,681 4,690 74
Profit from operations . .. .............. 3,123 5,767 9,602 1,528 7,067 8,652 1,37
Operatingmargi® .................... 15.0% 17.9% 20.7% 20.7% 21.3% 22.1% 22.1¢
Profit before taxation. . ................ 2,828 5,416 9,602 1,528 7,081 8,302 1,32
Profit for the year / period. .. ........... 2,419 4,588 8,173 1,300 5,992 7,127 1,13
Netmargi® ........ ... ... ... .. ... 11.7% 14.3% 17.6% 17.6% 18.0% 18.2% 18.2¢
Profit attributable to:
Equity shareholders of the Company . ... 2,447 4,666 8,066 1,283 5,961 6,960 1,10
Non-controlling interests. . .. ........... (28) (78) 107 17 31 167 27

(1) Gross margin represents gross profit divided by turnover.
(2) Operating margin is calculated by dividing profit from operations by turnover.

(3) Net margin is calculated by dividing profit for the year/period by turnover.

ancial
sider
riods

Cial

sis of
. Our
torical

2
30)
v

> B P o NU S

” 11 ”



Summary Historical Consolidated Balance Sheet Data

As of December 31, As of September 30,
2009 2010 2011 2012
RMB RMB RMB Us$ RMB Us$
(in millions)
Assets
Non-currentassets. . ..................... 13,861 19,372 23,701 3,771 29,141 4,63
Currentassets. . . ....oiii i 20,014 43,670 47,842 7,612 57,739 9,18
Totalassets. . ......... ..., 33,875 63,042 71,543 11,383 86,880 13,82
Liabilities and equity
Current liabilities. ... ..................... 19,468 26,067 26,652 4,241 35,212 5,60
Non-current liabilities. . . .................. 6,855 9,540 9,296 1,478 10,942 1,741
Total liabilities. .. .......... ... ... .. .... 26,323 35,607 35,948 5719 46,154 7,34
Totalequity . .........c i 7,552 27,435 35,595 5,664 40,726 6,48
Total liabilities and equity ................ 33,875 63,042 71,543 11,383 86,880 13,82
Summary Historical Consolidated Cash Flow Data
Year Ended December 31, Nine Months Ended September 30,
2009 2010 2011 2011 2012
RMB RMB RMB uss RMB RMB Uss
(in millions)

Net cash (used in) / generated from

operating activities. .. ......... (1,366) 451 1,880 299 914 3 »
Net cash used in investing

activities. .. ... . o (1,360) (1,833) (1,287) (205) (1,752) (1,859) (2964
Net cash generated from / (used in)

financing activities. . . .. ........ 3,250 16,755 (3,275) (521) 835 2,449 389
Net increase / (decrease) in cash and

cashequivalents. ............. 524 15,373 (2,682) (427) 3) 587 93
Effect of foreign exchange rate

changes..................... 2 (54) (74) (12) (98) 5 1
Cash and cash equivalents at the

beginning of the year/period.... 2,913 3,439 18,758 2,985 18,758 16,002 2,54
Cash and cash equivalents at the end

ofthe year/period............. 3,439 18,758 16,002 2,546 18,657 16,594 2,64
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Other Financial Data

As of or As of or
As of or For the Nine Months For the 12 Months
For the Year Ended December 31, Ended September 30, Ended September 30
2009 2010 2011 2012 2012
RMB RMB RMB Uss$ RMB uss$ RMB Uss$
(in millions, unless otherwise stated)

EBITDA®@O . ... ..... 3,452 6,182 10,058 1,600 9,027 1,436 11,677 1,85
EBITDA margin3©)

(%) ... 16.6% 19.2% 21.7%  21.7% 23.1% 23.1% 22.4% 224
Interest on loans and

borrowings........ 372 403 513 82 582 93 734 117
Totaldeb® ......... 14,174 15,797 13,138 2,090 17,923 2,852 17,923 2,85
Net debt / (net

cashp® .......... 10,735 (2,961) (2,864) (456) 1,329 212 1,329 212
Interest coverage

ratio®® (x) ........ 9.3x 15.3x 19.6x 19.6x 15.5x 15.5x 15.9x 15.9
Leverage rati@®)

) oo 4.1x 2.6x 1.3x 1.3x n.ntod  n.meo 1.5x 1.5x
Net debt / (net cash) to

EBITDA ratio®(®)

X) o 3.1x (0.5)x (0.3)x  (0.3)x n.no9  n.mo) 0.1x 0.1x

(1) The financial data for the 12 months ended September 30, B0talculated by subtracting the amount for the nine mont}
ended September 30, 2011 from the amount for 2011, and then adding the amount for the nine months ended Septer
2012.

2
3
4
)
(6)
™
(8)
9)

EBITDA is calculated from profit from operations, plus depreciation and amortization.
EBITDA margin is calculated by dividing EBITDA by turnover.

Total debt is the sum of short-term and long-term loans and borrowings.

Net debt/(net cash) is calculated by subtracting cash and cash equivalents from total debt.
Interest coverage ratio is calculated by dividing EBITDA by interest on loans and borrowings.
Leverage ratio is calculated by dividing total debt by EBITDA.

Net debt/(net cash) to EBITDA ratio is calculated by dividing net debt/(net cash) by EBITDA.

We have presented various non-GAAP items because we consider them important supplemental measures of our o
performance and believe they are frequently used by analysts, investors and other interested parties in the evalu
companies in our industry. Our management uses these non-GAAP items as additional measurement tools for purp

business decision-making. Other companies in our ingustay calculate these non-GAAP items differently than we d¢.

These non-GAAP items are not measures of operating performance or liquidity under IFRS and should not be consid
substitutes for, or superior to, operating income or cash flow from operating activities in accordance with IFRS. Thesé
GAAP items have limitations as analytical tools, and you should not consider them in isolation or as substitutes for an
of our results as reported under IFRS. Our presentation of these non-GAAP items should not be construed as an infere
our future results will be unaffected by unusual or non-recurring items.

(10) Not meaningful.
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The following table sets forth the reconciliation of profit from operations to EBITDA:

Nine Months Ended

12 Months Ended

Year Ended December 31, September 30, September 30,
2009 2010 2011 2012 2012
RMB RMB RMB uss RMB Uuss RMB uss
(in millions)
Profit from
operations. .. ...... 3,123 5,767 9,602 1,528 8,652 1,377 11,187 1,780
Depreciation and
amortization. ... ... 329 415 456 72 375 59 490 78
EBITDA ............ 3,452 6,182 10,058 1,600 9,027 1,436 11,677 1,858
The following table sets forth the calculation of our total debt and net debt/(net cash):
As of December 31, As of September 30,
2009 2010 2011 2012
RMB RMB RMB uss$ RMB uss
(in millions)
Short-term loans and borrowings. . ....... 8,553 8,107 6,049 962 9,263 1,474
Long-term loans and borrowings . .. ...... 5,621 7,690 7,089 1,128 8,660 1,378
Totaldebt............ ... ... ......... 14,174 15,797 13,138 2,090 17,923 2,852
Cash and cash equivalents. ... .......... (3,439) (18,758) (16,002) (2,546) (16,594) (2,640
Netdebt/(netcash)..................... 10,735 (2,961) (2,864) (456) 1,329 212

The following table sets forth the calculation of our interest coverage ratio:

Nine Months Ended

12 Months Ended

Year Ended December 31, September 30, September 30,
2009 2010 2011 2012 2012
RMB RMB RMB Uss RMB Uss$ RMB Uss
(in millions, unless otherwise stated)
EBITDA ............ 3,452 6,182 10,058 1,600 9,027 1,436 11,677 1,85
Interest on loans and
borrowings........ 372 403 513 82 582 93 734 117
Interest coverage
ratio(x) . .......... 9.3x 15.3x 19.6x 19.6x 15.5x 15.5x 15.9x 15.9
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THE OFFERING

The following summary contains information about the Notes and is not intended to be complete. For a
more complete understanding of the Notes, please refer to the section in this offering memorandum
entitled *Description of the NotesZ.

Issuer . ... Zoomlion H.K. SPV Co., Limited

Notesoffered ..................... U$600,000,000 aggregate principal amount of 6.125% Senior Ndtes
due 2022

Maturity . ... December 20, 2022

Interest ............ ... ... .. ... ... 6.125% per annum

Interest paymentdates............. June 20 and December 20 of each year, beginning on June 20, 2013.

Guarantee ..............iiiin.. Thé&lotes will be fully, unconditionally and irrevocably guaranteed

by Zoomlion Heavy Industry Science and Technology Co., Ltd.

Ranking ......................... The dtes will:

— rank equally in right of payment with all the Issueres and
our other present and future senior unsecuréd
indebtedness;

— be effectively subordinated to all of the Issueres and opr
present and future secured indebtedness to the extent of
the value of the collateral securing such obligations; and

— be senior to all of the Issueres and our present and futyre
subordinated obligations.

The Guarantee will be structurally subordinated to all the present §nd
future indebtedness and other liabilities of the Issueres and pur
subsidiaries.
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Optional Redemption

ChangeofControl .................

Covenants ............. ...

Additional Amounts

As of September 30, 2012, the Issuer had outstanding 2017 Note|
RMB2,483 million, and we had unsecured loans and borrowings
approximately RMB13,935 million (US$2,216 million) (excluding
the guaranteed senior notes) that rank equally with the Notes, and

S of
of

we

had outstanding secured loans and borrowings of approximately

RMB1,505 million (US$239 million).

Thdssuer may at its option redeem the Notes at any time, in wholg
in part, at a price equal to 100% of the principal amount of such No
plus a *make-whole premiumZ and accrued and unpaid interes

or
es
, if

any, to but excluding the redemption date. See <Description of {he

Notes , Optional RedemptionZ.

Upon the occurrence of a Change of Control (as defined
Description of the NotesZ), the Issuer will be required to make
offer to purchase the Notes at a price equal to 101% of their princi
amount plus accrued and unpaid interest to but excluding the dat

repurchase. See e<Description of the Notes , Repurchase upn

Change of ControlZ.

Thendenture under which the Notes will be issued (the sIndenture
contains covenants for your benefit. These covenants restrict
Issuerss and our ability to:

— create certain liens; and

— consolidate, merge or transfer all or substantially aIIJ:f

the Issueres and our assets and the assets of the Iss
and our subsidiaries on a consolidated basis.

These covenants are, however, subject to important excepti
and qualifications, which are described in this offerin
memorandum. For a more detailed description, s
«Description of the NotesZ in this offering memorandum.

Allpayments due, including principal, premium, if any, and intere
on the Notes or under the Guarantee will be made withg
withholding or deduction for, or on account of, any present or futu

in
an
Dal
b of

2)
the

ereS

DNS

(@]

5t
ut
re

taxes, duties, assessments or governmental charges of wha
nature imposed or levied by or within any jurisdiction in which th
Issuer, the Guarantor or a successor entity is organized or reside

ever

for

tax purposes or which is imposing such withholding or deductipn
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Optional Tax Redemption ..........

Issuance of Additional Notes . .. .....

Conditions .......................

Form and Denomination ...........

UseofProceeds. . .................

Listing

because of a connection between the Issuer, the Guarantor
successor entity and such jurisdiction or any jurisdiction throu
which payment is made, unless such withholding or deduction

required by law or by regulation or governmental policy having the

force of law. In the event that any such withholding or deduction is
required, subject to certain exceptions, the Issuer, the Guarantor
successor entity, as the case may be, will pay such additional amo
as will result (after the deduction of such taxes, duties, assessmen
governmental charges payable in respect of such additional amoy
in receipt by the holders of such amounts payable under the Note
the Guarantee, as the case may be, as would have been receive
such holders had no such withholding or deduction been required.
Description of the Notes ,, Taxation.Z

Thelssuer may redeem the Notes, in whole but not in part, at a pr
equal to 100% of their principal amount plus accrued and unp
interest to but excluding the date of redemption, if it becom
obligated to pay certain withholding taxes on the Notes as a result
change in law, as further described in eDescription of the Notes
Optional Tax Redemption.Z

Thelssuer may create and issue additional Notes ranking equally
ratably with the Notes in all respects, so that such additional No
shall be consolidated and form a single series with the presum3
outstanding Notes, including for purposes of voting and redemptior]

Theonsummation of this offering is conditioned upon, among oth
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things, the execution and delivery of the Supplemental Indenture §nd

the Proposed Amendment becoming operative in accordance with
terms of the Supplemental Indenture.

The Ntes will be issued in fully registered form in denominations ¢f

US$200,000 and integral multiples of US$1,000 in excess thereof.

The neproceeds we expect to receive from this offering, aft
deducting underwriting discounts and estimated offering expens
will be approximately US$591.6 million. We intend to use the n
proceeds of this offering to fund our overseas expansion pl

including enhancing our distribution and service network and

establishing research and development centers and manufactu
facilities. See *Use of Proceeds.Z

Thedes will be listed on the SGX-ST.
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Transfer Restrictions ..............

Trustee; Principal Paying and
Transfer Agent
and Registrar ..................

Governinglaw ....................

Riskfactors ......................

TheNotes have not been and will not be registered under the

Securities Act, or with any securities regulatory authority of any std
or other jurisdiction. The Notes are subject to restrictions on trans
and resale that are described under «Transfer Restrictions.Z

TheBank of New York Mellon will act as trustee and principal
paying and transfer agent. The Bank of New York Mellon, Hor
Kong Branch will act as registrar.

New ork

SeeRisk FactorsZ and other information contained or incorpora
by reference in this offering memorandum for a discussion of fact
you should consider carefully before investing in the Notes.
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RISK FACTORS

You should consider carefully all of the information in this offering memorandum, including the risks

and uncertainties described below, before investing in the Notes. Any of the following risks and
uncertainties could have a material and adverse effect on our business, financial condition, results of
operations and prospects.

RISKS RELATED TO OUR COMPANY

We may be unable to effectively manage the supply and the quality of our raw materials, parts and
components.

Our manufacturing outputs are highly dependent upon reliable and sufficient sources of high-quality
raw materials, parts and components. Although we have acquired domestic parts and components
manufacturers in recent years to strengthen our supply chain for hydraulic pumps, cylinders and valves,
our current in-house manufacturing capacity does not meet our production demands. Therefore, we had
to source from other third-party suppliers in China from time to time, even though such suppliers may
not always be able to produce the components that meet our quality standards, or from overseas third
party suppliers, whose products are generally more costly than domestic suppliers. We procure our raw
materials and certain types of parts and components, including hydraulic pumps, valves and cylinders
and chassis, from both domestic and overseas suppliers. We do not maintain significant inventories of
raw materials, parts and components in our facilities, nor do we have long-term supply agreements
with most of our suppliers. In the first half of 2008, we experienced shortage in imported steel and
hydraulic pumps, cylinders and valves, which negatively affected our operations. However, as a result
of the global financial crisis beginning in the second half of 2008 and an increase in the percentage of
in-house production of certain key parts and components and the strategic cooperation framework
agreements we entered into with our suppliers, we had not experienced any shortage of raw materials,
parts and components that could have materially and adversely affected our operation since the second
half of 2008. Although we generally have multiple suppliers for most of our raw materials, parts and
components, certain raw materials, parts and components such as imported high-strength steel and
branded chassis, can only be sourced from a limited number of suppliers in the market. Furthermore,
certain parts and components are manufactured based on each individual productes specifications and
cannot be used in other products. As a result, our ability to source certain parts and components from
alternative suppliers is further limited. Even if alternative supply sources can be found, their supply
may not be cost-effective and of the same quality. For example, there are a relatively small number of
suppliers in China who are able to provide high quality hydraulic pumps, cylinders and valves, all of
which are key components for many of our products, including our concrete machinery and our crane
machinery. As a result, we are subject to supply shortages for such components from time to time. A
shortage in any of our key raw materials, parts and components may increase our manufacturing lead
time for our products and result in significant strain on our manufacturing outputs and may result in
the decrease of the product quality, which could harm our reputation, reduce our sales or gross
margins, and cause us to lose market share. Any of the above could materially and adversely affect our
business, financial condition and results of operations.
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We provide our customers with various payment options, including installment payment options,
financial guarantees and finance lease services, which expose us to additional risks and
uncertainties.

The availability of various payment options is an important factor affecting demand for our products.
We currently provide certain customers with full payment or installment payment options, or provide
financial guarantees for bank loans of such customers that are used to purchase our products. In
addition, starting in 2007, we began to offer finance lease services directly to our customers in China
via our subsidiary Zoomlion Finance and Leasing (Beijing) Co., Ltd. (+Beijing Zoomlion LeasingZ).
We established Zoomlion Capital (H.K.) Co., Limited (+Zoomlion Capital (H.K.)Z) in 2008 to expand
our finance lease services overseas and Zoomlion Finance and Leasing (China) Co., Ltd. (*Zoomlion
Finance and Leasing (China)Z) in 2009 to further expand our finance lease services in China, and we
have also obtained the relevant licenses and/or permits in China, Hong Kong, Australia, Italy, Russia
and South Africa to provide finance lease services in those jurisdictions.

These payment options, however, may expose us to additional risks and uncertainties, such as credit
risk resulting from default by customers on the payments under various payment options and market
risk resulting from the fluctuation in interest rates. These payment options may also expose us to
liquidity risk resulting from our reliance on cash flow from factoring of receivables under finance
lease, borrowing and loans and securities offering, as well as a potential inability to obtain suitable and
stable capital sources because of any potential significant negative cash flow from operating activities.
The provision of financial guarantee services may also expose us to various contingent liabilities
depending on our customerse ability to pay and default rate. Although we have floating interest rate
arrangements in our finance lease contracts for minimizing our exposure to fluctuation of market
interest rates, there can be no assurance that our exposure to fluctuation of interest rates can be fully
covered. Furthermore, such risks and uncertainties may be exacerbated as we begin to extend our
finance lease services to our customers overseas, given our limited experience in providing such
services in the overseas markets. In order to expand our finance lease services in the overseas markets,
we also need to strengthen our local capabilities by, for example, hiring and relying on professionals
and experts familiar with local finance lease practices, who may not be available on favorable terms or
at all.

The risks and uncertainties for various payment options, including full payment, installment payments,

financial guarantees and finance lease services, could become more acute in times of an economic
slowdown or recession and may result in increased delinquencies, foreclosures and losses. Litigation
and servicing costs may also increase as a result. In the event of such delinquencies or foreclosures,
equipment for which the customer defaults on relevant payments is typically repossessed. Under our
non-recourse factoring agreements, we have agreed to repurchase equipment at fair market value from



market risks, liquidity risks and other risks associated with finance lease services and/or other payment
options, our financial condition, results of operations and cash flow may be materially and adversely
affected.

Certain of our products are sold through third-party dealers and the failure to maintain
relationships with our existing dealers, attract additional dealers or effectively manage our dealers
may materially and adversely affect our business.

Certain of our products are sold through third-party dealers. Going forward, as part of our growth
strategy, we will increase the use of third-party dealers in China. Many of our dealers also provide
after-sales services to our customers. We typically enter into one-year agreements with our domestic
dealers and one- to two-year agreements with our international dealers. As our existing agreements
expire, we may be unable to renew these agreements with our dealers on favorable terms or at all.
Competition for dealers is intense, as we must compete for dealers in China and internationally with
other leading construction machinery manufacturers. Such competitors may benefit from higher
visibility, greater brand recognition and financial resources and a broader product offering than we do,
providing them with a competitive advantage in securing dealers. Our competitors may also enter into
long-term and/or exclusive agreements that effectively prevent their dealers from selling our products.
Consequently, engaging new dealers, maintaining relationships with existing dealers and replacing
dealers can be difficult, disruptive to our operations and time-consuming. Any disruption to our
distribution network, including a failure on our part to renew our existing agreements with our
preferred dealers or to attract new dealers, could negatively affect our ability to effectively sell our
products, provide adequate and timely after-sales services to our customers, which would materially
and adversely affect our business, financial condition, results of operations and prospects.

We have limited ability to manage and control the activities of those of our dealers who are independent
from us. Such dealers could take certain actions that potentially have a material and adverse effect on our
brands, reputation, business and prospects, such as selling products that compete with our products,
focusing only on the sales of those products that provide them with higher margins or commissions thus
undermining our efforts to maintain a well-balanced portfolio of our products, selling our products
outside their designated territory, failing to adequately promote our products and to provide proper
training and after-sales services to our customers or conducting their business in violation of the relevant
laws or regulations in their respective jurisdictions. Our reputation, business or prospects could be
adversely affected as a result of any improper or illegal actions taken by our dealers.

We recorded negative operating cash flow in 2009 and the nine months ended September 30, 2012
and there can be no assurance that we will record positive operating cash flow in the future.

We recorded negative operating cash flow of RMB1,366 million in 2009, which was primarily
attributable to increases in our receivables under finance lease, which were the result of a significant
increase in sales of our machinery products under finance lease arrangement. Our finance lease
contracts typically have a term of two to four years and lease payments to which we are entitled but
have not yet received are accounted as receivables under finance lease. Although we aim to prudently
manage the expansion of our finance lease services, and we will be gradually collecting the lease






— potential failure to obtain, or delay in obtaining key process technologies;

— capacity shortages during periods of high demand;

— shortages of materials;

— misappropriation of our intellectual property; and

— potential increases in prices.

The ability and willingness of our third-party contractors to adequately perform is largely outside our
control. If one or more of these contractors or other outsourcers fails to perform its obligations in a
timely manner or at satisfactory quality levels, our ability to bring products to market and our
reputation could suffer. For example, in the event that manufacturing capacity becomes constrained at
one or more third-party facilities, we could face difficulties in fulfilling our customerse orders and our
total turnover could decline. In addition, if these third parties fail to deliver quality products and
components to us on time and at reasonable prices, we could face difficulties in fulfilling our
customerse orders, our total net operating revenues could decline and our business, financial condition
and results of operations would be adversely affected.

We face risks associated with the expansion of our scale of operations globally, and if we are unable
to effectively manage these risks, they could impair our ability to expand our business abroad.

As part of our growth strategy, we plan to expand our scale of operations globally, including
establishing more manufacturing facilities overseas and strengthening our distribution and service
network overseas. In particular, we entered into a joint venture agreement to establish a subsidiary in
India, and we plan to establish additional manufacturing facilities in Russia and Brazil. As we continue
to grow our business and expand our operations globally, we will continue to enter into or develop
markets in which we have limited or no experience and in which our brands may be less recognized.
The expansion exposes us to a number of risks, including:

— difficulty in managing multinational operations;

— difficulty with staffing and managing overseas operations, including managing an increasing
number of employees on a global basis and complying with the various labor regulatory
requirements of the different jurisdictions;

— fluctuations in currency exchange rates;

— increased costs associated with setting-up and maintaining marketing and selling efforts,
establishing overseas offices providing adequate after-sales services and timely delivery of
parts and components in various countries;

— difficulty in securing dealers with strong local presence;
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— challenges in providing customer services and support in these markets;

— challenges in managing our sales channels and overseas distribution network effectively;

— unexpected transportation delays or interruptions or increases in international transportation
costs;

— difficulties in and costs of exporting products overseas while complying with the different
commercial, legal and regulatory requirements of the overseas markets in which we offer our
products;

— additional product liability exposure due to different legal systems in overseas markets;

— failure to establish appropriate risk management and internal control structures tailored to
overseas operations;

— difficulty in collecting receivables from international customers;

— difficulty in ensuring the compliance of our dealers and customers with the sanctions imposed
by the office of Foreign Assets Control, or the OFAC, an office within the United States
Department of the Treasury, on various foreign states, organizations and individuals;

— inability to obtain, maintain or enforce intellectual property rights;

— inability to effectively enforce contractual or legal rights or intellectual property rights in
certain jurisdictions under which we operate;

— changes in a specific country or regiones political or economic conditions or policies;

— unanticipated changes in prevailing economic conditions, local market conditions and
regulatory requirements; and

— governmental policies favoring domestic companies in certain foreign markets or trade barriers
including export requirements, tariffs, taxes and other restrictions and charges. These
government policies or trade barriers could increase the prices of our products and make us less
competitive in such countries.

If we are unable to effectively manage these risks, our ability to expand our business abroad will be
impaired, which could have a material and adverse effect on our business, financial condition, results
of operations and prospects.
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Our future growth depends in part on our ability to successfully identify and make strategic
acquisitions, integrate them into our existing business operations and to establish and maintain
strategic relationships. The failure to do so could have a material and adverse effect on our current
and future business operations.

As part of our growth strategy, we have made strategic acquisitions in the past and we expect to make
such strategic acquisitions in the future. For example, in 2008, we acquired CIFA, a concrete
machinery manufacturer based in ltaly, as part of our strategy to grow our business globally and to
expand our concrete machinery product offerings. We also acquired four domestic companies and their
respective subsidiaries in 2008 and 2009 as part of our ongoing efforts to increase our product
offerings and manufacturing capacity. In addition to engaging in strategic acquisitions, we may also
make investments in joint ventures and establish and maintain strategic relationships with third parties.
We may engage in such activities in order to gain expertise in the performance of certain
manufacturing and logistical activities, obtain access to raw materials, parts and components, expand
our existing manufacturing capacity, support our marketing and sales activities, expand our product
portfolio or services, or enter into new markets. We cannot assure you, however, that we will be able to
successfully make such strategic acquisitions and investments or establish strategic relationships with
third parties that will prove to be beneficial to our business. Any failure in this regard could have a
material and adverse effect on our market penetration, turnover growth and profitability. In addition,
strategic acquisitions, investments and establishing and maintaining relationships with third parties
could subject us to a number of risks, including disputes and disagreements with joint venture or
strategic relationship partners, as well as defaults and breaches under the relevant joint venture or
shareholderse agreements.

In addition, the integration of the operations and corporate culture of any acquired business requires
significant efforts, including the integration of accounting and internal control systems, consolidation
of information technology systems, alignment of manufacturing, sales and distribution networks, and
the reallocation of research and development and financial resources. Our efforts to integrate the
operations of any acquired business, such as CIFA, with our existing operations and our ability to
execute integration plans for an acquired business may be affected and in some cases even limited by
applicable laws and regulations. Successful integration of acquired businesses depends in part on our
ability to manage the combined operations, to realize opportunities for turnover growth presented by
broader product offerings and expanded geographic coverage and to eliminate redundant and excessive
costs. Successful integration also requires us to manage the cultural and language related differences
between various geographic locations and diverse organizational cultures. Furthermore, the integration
of acquired businesses into our operations involves a number of other risks, including, but not limited
to, demands on management and diversion of their attention; unforeseen or hidden liabilities, including
exposure to unforeseen lawsuits or disputes associated with newly acquired companies or businesses;
management of employee relations; and increases in regulatory compliance costs relating to the
acquired businesses. If our integration efforts for any acquired businesses are not successful, we may
not be able to realize the expected business and operational synergies, efficiencies and other benefits
and our competitive position could suffer as a result. In addition, if we do not realize the expected
synergies from our acquisitions or, if for any reason, our acquisitions do not perform as expected, we
may incur unexpected impairment charges, which would have a material and adverse effect on our
financial condition and results of operations.
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Our success depends in part on our ability to enhance our manufacturing capabilities, which is
subject to risks and uncertainties.

Our future success, in part, depends on our ability to enhance our manufacturing capabilities, which
include expanding our manufacturing capacity, improving our manufacturing efficiency or modifying
our manufacturing lines to meet the varying demands for our products. If we are unable to do so, we
may not be able to achieve the desired level of economies of scale in our operations, to reduce
manufacturing costs to the level that will allow us to compete effectively or to maintain our pricing
and other competitive advantages. Our ability and efforts to enhance our manufacturing capabilities are
subject to significant risks and uncertainties, including:

— our ability to obtain funding for the additional capital expenditures, working capital and other
corporate requirements to be used to enhance our manufacturing capabilities. We may be
unable to obtain such funds in a timely manner or on commercially reasonable terms or at all;

— unexpected delays and cost overruns resulting from a number of factors, many of which may be
beyond our control. These include increases in the prices of raw materials, parts and
components and utilities, shortages of workers, transportation constraints, disputes with
contractors, engineering firms, construction firms and equipment vendors as well as equipment
malfunctions and breakdowns;



Failure to maintain inventory levels in line with the approximate level of demand for our products
could cause us to lose sales or face excess inventory risks and holding costs, either of which could
have a material adverse effect on our business, financial condition and results of operations.

To operate our business successfully and meet our customerse demands and expectations, we must
maintain a certain level of finished goods inventory for all of our products to ensure immediate
delivery when required. Furthermore, we are required to maintain an appropriate level of inventory of
our raw materials, parts and components for our manufacturing. However, forecasts are inherently
uncertain. If our forecasted demands are lower than actual demands, we may not be able to maintain an
adequate inventory level of our products or manufacture our products in a timely manner, and may lose
sales and market share to our competitors. On the other hand, we may also be exposed to increased
inventory risks due to accumulated excess inventory of our products or raw materials, parts and
components for our products. We also record the equipment we repurchased as a result of our
customerse defaults under the terms of the non-recourse factoring agreements with banks as our
inventory. As a result, our inability to resell such repurchased equipment will result in an increase in
our inventory level. Excess inventory levels may increase our inventory holding costs, risk of
inventory obsolescence, markdown allowances or write-offs.

Our research and development efforts may not yield the benefits that we expect and we may not be
able to introduce market-leading products and maintain the competitiveness of our product
offerings.

In order to maintain and increase our current competitive position and to continue to grow our
business, we need to continuously introduce market-leading products. The market for our products is
characterized by continuous technological developments and innovation to provide better product
performance and address the increasingly complex market needs. As a result, we have been focusing on
our research and development activities, which require considerable human resources and capital
investments. However, our research and development efforts may not be successful or yield the
anticipated level of economic benefit. In addition, even if our research and development efforts are
successful, we may not be able to apply these newly developed technologies to products that will be
accepted by the market, or we may not be able to apply them in a timely manner to take advantage of
first-mover opportunities in the market. Furthermore, the success of our new products depends on a
number of factors, some of which are beyond our control, such as the prevailing economic conditions
and the inherent uncertainty in market demand forecast. The level of economic benefit that can be
derived from newly developed technologies or products may also be affected by the ability and
promptness of our competitors to replicate these technologies or products or develop more advanced or
cheaper alternatives. If our technologies or products are replicated, replaced or made redundant, or if
the demand for our products is not as anticipated, our turnover associated with such technologies or
products may not offset the costs that we have incurred in developing such new technologies.
Furthermore, if we are unable to anticipate trends in technological or product development and rapidly
develop the new and innovative technologies or products that are required by our customers, we may
not be able to produce sufficiently advanced products at competitive prices, which in turn may have a
material and adverse impact on our business, financial position and results of operations.
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We may not be able to protect our patents and non-patented intellectual property rights, or we may
be subject to claims for the infringement of intellectual property rights of others.

Our commercial success depends in part on our ability to obtain and maintain trade secrets, patents and
other intellectual property protection for our products, technologies, designs and know-how as well as
our ability to successfully protect our intellectual properties and to defend ourselves against third-party
challenges. As of September 30, 2012, we had 1,530 patents, 598 registered trademarks including eight
registered trademarks for CIFA, and 57 copyrights for our software in China, along with 27 patents
held by CIFA in the European Union and 122 active trademark applications overseas. As of
September 30, 2012, we also had 1,445 pending patent applications in China and 11 pending patent
application outside of China. We cannot assure you that the measures we currently adopt to protect our
patents or non-patented intellectual property rights are adequate to efficiently enforce such protection
or to prevent any unauthorized use of our intellectual property by third parties. On the other hand, the
existence of any particular intellectual property right may not necessarily protect us from competition,
as it may be challenged, invalidated or held to be unenforceable. Competitors may successfully
challenge our patents, produce similar products that do not infringe our patents or produce products in
countries that do not recognize our patents. Our patent priority in the PRC, European Union or other
foreign countries may be defeated by third-party patents issued on a later date but applied for earlier
than ours. Additionally, the existence of a patent does not provide assurance that the manufacturing,
sale or use of our products does not infringe upon otherse patent rights. Third parties may also have
blocking patents that might be used to prevent us from marketing our own patented products or
utilizing our patented technologies or processes. As it may take years for patent applications to be



could adversely affect our strategy to further expand the sales of our Zoomlion product lines in the
overseas markets. On the other hand, depreciation in the value of the Renminbi against foreign
currencies could result in an increase in the costs of certain raw materials, parts and components that
are primarily sourced from overseas suppliers, such as branded chasses, which could in return
adversely affect our profit margin for certain products.

We are subject to product liability exposure which could harm our reputation and materially and
adversely affect our business, financial condition and results of operations.

Although we have not previously experienced any significant product liability claims, our products can
expose us to potential product liability claims if they fail to perform as expected, or are proven to be
defective, or if their use causes, results in, or is alleged to have caused or resulted in personal injuries,
project delays or damages or other adverse effects. Any product liability claim, whether relating to
personal injuries or project delays or damages, or related regulatory actions could prove costly and
time-consuming to defend and could potentially harm our brand reputation. If successful, product
liability claims may require us to pay substantial damages. We currently do not maintain product
liability insurance to cover potential product liability arising from the use of our products and may be
unable to obtain sufficient product liability insurance coverage on commercially reasonable terms, or at
all. Furthermore, certain product liability claims may be the result of defects from parts and
components purchased from third-party suppliers. Such third-party suppliers may not indemnify us for
defects as to such parts and components or would only provide us with limited indemnification that is
insufficient to cover our damages resulting from the product liability claim. A product liability claim,
with or without merit, may result in significant negative publicity and thus materially and adversely
affect the marketability of our products and our reputation, as well as our business, financial condition
and results of operations.

Moreover, a material design, manufacturing or quality related failure or defect in our automotive
products or other safety issues could each warrant a product recall by us in the PRC and result in
increased product liability claims. During 2009, 2010, 2011 and the nine months ended September 30,
2012, and up to the date of this offering memorandum, we have not experienced any product recall that
materially and adversely impact our reputation, business operations and financial condition. If
authorities in the jurisdictions in which we sell our products decide that our products fail to conform to
applicable quality and safety requirements and standards, including the vehicle safety, exhaust and
performance standards for certain products of ours, we could be subject to regulatory actions. For
example, in China, violation of PRC product quality and safety requirements may subject us to the
confiscation of related earnings and relevant products, penalties, an order to cease sales of relevant
products, or an order to cease operations pending the required rectification. Furthermore, if the
violation is determined to be serious in nature, our business license to manufacture or sell relevant
products could potentially be suspended or revoked, and in the worst scenario, we could be subject to
criminal liability. In a similar way, in ltaly, violation of the Italian product quality and safety
requirements (which are under the European Directives) may subject us to fines, penalties and
prohibition to market the products until relevant products are made compliant with the applicable
requirements. In case of defects, we may be required to recall the defective products and effect any
modification to render them safe before they can be distributed again on the market. Criminal liability
can be triggered by violations of the general obligation to offer safe products or can arise from
significant damages caused to the users of any defective products.
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If we experience a significant number of warranty claims, our costs might increase substantially,
and our reputation and brand name could suffer.

Typically, we sell our products with warranty terms covering a period of three to 12 months after the
sale, except for normal wear and tear parts and certain parts that are subject to special warranty terms
ranging from 15 days to 12 months. Our product warranty typically requires us to provide after-sales
services that cover parts and labor for non-maintenance repairs, except that the repairs are caused by
operator abuses or improper uses or negligence and are not attributable to normal wear and tear. Repair
and replacement of certain parts and components of our products are not covered by us but are covered
by the manufacturers of such parts and components, such as the branded chassis used in certain of our
products. However, in the event that such third party suppliers refuse to perform their warranty
obligations or to indemnify us for providing warranty services to customers to repair such parts and
components, we may incur additional warranty costs or incurred costs may not be recovered. We
accrue liabilities for potential warranty claims at the time of sale. Product warranty expenses incurred
in 2009, 2010, 2011 and the nine months ended September 30, 2011 and 2012 were RMB87 million,
RMB135 million, RMB154 million (US$25 million) RMB100 million and RMB120 million (US$19
million), respectively. If we experience an increase in warranty claims or if our repair and replacement
costs associated with warranty claims increase significantly, we may incur greater warranty costs.
Moreover, an increase in warranty claims could substantially increase our costs and may result in a
material adverse effect on our reputation, financial condition, results of operations and prospects.

Our business depends substantially on our senior managementes continuing services and our ability
to maintain a skilled labor force, and our business may be severely disrupted if we were to lose the
services of our management or other key personnel.

Our future success depends substantially on the continued services of our management team. In
particular, it depends on the service of our chairman and chief executive officer Dr. Zhan Chunxin,
who has over 33 years of experience in the construction machinery industry in China and has
successfully led our operations and helped us achieve significant growth in the past decade. Our ability
to retain and attract other skilled professionals, including the members of our research and
development, manufacturing, marketing and sales and after-sales services teams, is also crucial to our
future success. Our domestic and international competitors, and companies in industries related to our
industry, compete with us for personnel. Competition for such skilled labor is intense and may require
us to offer higher compensation and other benefits in order to attract and retain them, which could
materially and adversely affect our financial condition and results of operations. We may be unable to
attract or retain the personnel required to achieve our business objectives and the failure to do so could
severely disrupt our business and prospects. In addition, as the process of hiring and training qualified
personnel is often costly in terms of time and money, if our recruitment and retention efforts are
unsuccessful, qualified personnel may not be integrated into our workforce in a timely manner to meet
the needs of our business.

We do not maintain key-man insurance for members of our management team or any of our other key
personnel. If we lose the services of any senior management and key personnel, we may not be able to
locate suitable or qualified replacements, and may incur additional expenses to recruit and train new
personnel, which could severely disrupt our business and prospects. Our key employees, including
members in our senior management team, are subject to a non-competition term of two years. However,
there is no assurance that the non-competition term can be fully enforced or at all. If any of the senior
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management or other personnel joins a competitor or establishes a competing company, we may lose
some of our intellectual property, customers and more importantly, our proprietary technologies and
trade secrets.

Restrictive covenants in our credit agreements cddimit our financial and operating flexibility and
subject us to other risks.

We and certain of our subsidiaries are subject to affirmative and negative covenants contained in
certain bank credit facilities, to which they are a party. Such covenants include, among others,
financial covenants that require us or such subsidiaries to maintain certain financial ratios and that
place limitations on various aspects of ours and such subsidiariese businesses and operations, including
capital expenditures, incurrence of additional indebtedness or liens, acquisitions or dispositions of
assets and distribution of dividends. As of September 30, 2012, our US dollar denominated unsecured



the PRC, licensing requirements are subject to changes. There is no assurance that we will be able to
continue to satisfy the requirements for, or otherwise obtain, such licenses, permits or approvals for
current and future projects. The failure to obtain, maintain or renew our licenses, permits and
approvals from the government in connection with our finance lease services may impede or hinder our
operations and may adversely affect our results of operations and financial condition.

Noncompliance with environmental regulations both in China and overseas markets may result in
significant monetary damages, fines or even criminal liabilities as well as negative publicity and
damages to our brand name and reputation.

Our manufacturing processes generate noise, waste water, and gaseous and other industrial wastes and
we are subject to national and local environmental regulations applicable to us in jurisdictions where
we operate. In addition, we are required to comply with the relevant emission standards applicable to
certain of our products. In the case of our noncompliance with present or future environmental
regulations, we may be required to pay substantial fines and/or civil damages, suspend production or
cease operations, and the management might even be subject to criminal liabilities under certain
circumstances. We may also be subject to adverse publicity and damages to our brand name and
reputation. Also, if more stringent regulations are adopted in the future, the costs of compliance with
these new regulations could be substantial.

In addition, we currently do not carry any insurance for potential liabilities relating to the release of
hazardous materials. If we are held liable for damages in the event of contamination or injury, it could
have a material and adverse effect on our financial condition and results of operations.

We may continue to engage in certain sales of products to third-party dealers for end use by
countries, governments, entities, or persons targeted by economic sanctions of the United States
government, which may adversely affect our reputation and prevent U.S. persons from purchasing
our Notes.

The U.S. government and its various agencies, including the OFAC, have enacted laws and regulations,
including laws and regulations administered by the OFAC, or the U.S. Economic Sanctions Laws, that
impose restrictions upon U.S. persons with respect to activities or transactions with certain countries,
governments, entities or individuals that are the target of U.S. economic sanctions. U.S. persons are
also prohibited from facilitating such activities or transactions. In addition, the Iran Sanctions Act, the
Comprehensive Iran Sanctions, Accountability, and Divestment Act of 2010, the National Defense
Authorization Act for Fiscal Year 2012, the Iran Threat Reduction and Syria Human Rights Act of
2012 and other similar laws, regulations and executives orders (collectively, «Iran SanctionsZ) allow
for the imposition of sanctions against non-U.S. entities for certain dealings with or relating to Iran.
Other countries, including the United Kingdom and Canada, have also implemented separate measures
aimed at prohibiting or severely restricting their citizens from engaging in financial dealings with Iran.

In 2009, 2010, 2011 and the nine months ended September 30, 2012, we sold a limited amount of our
products to dealers which we understand sold such products in sanctioned countries. To the best of our



have not engaged in, or expect to engage in any actions subject to sanctions administered by the OFAC
or the Iran Sanctions, there can be no assurance that we will not be sanctioned in the future. In
addition, we cannot assure you that we will not make any direct or indirect sales of our products in the
sanctioned countries in the future. If such transactions occur, our reputation could be adversely
affected, some of our investors in the United States may be required to sell their interests in our
Company under U.S. laws or under internal investment policies or may decide for reputational reasons
to sell such interests, and some investors in the United States may forgo the purchase of our Notes, all
of which could have a material and adverse effect on the value of your investment in us.

We enjoy certain government grants and incentives and the expiration of, or changes to, these
incentives may materially and adversely affect our business, financial position and results of
operations.

We and several of our subsidiaries have enjoyed preferential tax treatments and/or received
government grants relating to the development of construction machinery, such as refunds of value-
added tax and subsidies for technological improvement, research and development projects. We and
certain of our subsidiaries are qualified as <high-tech enterprisesZ which are entitled to a preferential
income tax rate of 15% for three years starting from 2011. One of our subsidiaries was entitled to the
same preferential tax rate of 15% between 2009 and 2011. Currently, we are in the process of applying
for renewal of the qualification. Such qualification is subject to periodic review, and if we and such
subsidiaries fail to qualify as ehigh-tech enterprisesZ, we and such subsidiaries may not be able to
continue enjoying the preferential tax rate. There can be no assurance that we will be able to renew or
obtain the high-tech enterprise status. If there are any changes in the preferential tax treatment that we
currently enjoy and in the incentives that we currently receive, our financial condition and results of
operations may be materially and adversely affected.

We may incur additional costs, experience manufacturing disruptions or fail to satisfy our
contractual requirements if we were forced to relocate as a result of any disputes over the title or
ownership rights of the properties we own or lease.

Properties owned or leased by us primarily comprise of manufacturing facilities, offices and ancillary
buildings. In particular, we have not obtained the land use right certificate for 14 parcels of land and
building ownership certificates for 89 buildings. We may not obtain such land use right certificate and
building ownership certificates and the timing for obtaining such certificates is beyond our control.
Before we obtain the land use right certificate of such land and the building ownership certificates of
such buildings, our right on such properties might not be entirely protected. Any dispute or claim
related to the title of the properties owned or leased by us may result in us relocating our
manufacturing facilities or offices. There is no assurance that we would be able to find alternative
properties for our business on favorable terms or at all. Further, unplanned relocation may cause us to
incur additional relocation costs and interrupt our production schedule. As a result, we may be unable
to meet the output requirements under our sales contracts or otherwise meet out sales targets. All such
consequences could have a material adverse effect on our business, financial condition, results of
operations and prospects.
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RISKS RELATED TO OUR INDUSTRY

The industry in which we operate is highly dependent on the level and scale of construction activities
which are subject to risks, fluctuations and uncertainties beyond our control.

A significant portion of our consolidated turnover is derived from the sales of our concrete machinery
and cranes machinery. In 2009, 2010, 2011 and the nine months ended September 30, 2012, the sales of
our concrete machinery accounted for approximately 34.5%, 43.8%, 45.8% and 54.2% of our
consolidated turnover, while the sales of our cranes machinery accounted for approximately 40.0%,
34.4%, 33.7% and 26.4% of our consolidated turnover. Our business operations in those two sectors
are directly tied to the prevailing levels of construction activities from industrial production,
infrastructures projects and real estate investments, all of which are sensitive to government monetary
and fiscal policies. Many of our customers depend substantially on government funding for
infrastructure projects or municipal works, and any decrease or delay in such government funding or a
decrease in overall government spending could have an adverse effect on our customers, which in turn
may have a material and adverse effect on our business and results of operations. For example, our
consolidated turnover had significantly increased in 2010 as compared to 2009, which we believe was
in part driven by the RMBA4 trillion economic stimulus package and other extensive monetary policies
announced by the PRC government in response to the global financial crisis and worsening economic
environment starting from 2008. A substantial portion of the stimulus package was targeted spending
on public infrastructure projects and affordable housing real estate projects. We cannot assure you that
the level of such support from the central government will continue or will not decrease. Similarly,
increases in interest rates affect overall economic growth, the demand for residential and
nonresidential real estate developments, fixed asset investment decisions by our customers and the
availability of financing and leasing options to our customers, which may also have a material and
adverse effect on our business and results of operations. In 2011, the PRC government increased the
interest rate and tightened the credit policy. In 2012, the economic growth in China slowed down and
resulted in a downturn in the construction machinery industry for the nine months ended September 30,
2012. Such downturn in the construction machinery industry has resulted in a decrease in our growth
rate and the utilization rate of our manufacturing capacity as compared with previous years. While we
have not experienced a decrease in our consolidated turnover and profitability, such downturn in the
construction machinery industry may be prolonged and may result in significant losses to us during
affected periods. If any adverse change occurs, construction activities may be significantly affected,
which may decrease the demand for our products and adversely affect our results of operations.

We are subject to risks associated with volatility in the prices of raw materials, parts and
components.

Increases in the prices of raw materials, parts, and components for our products may materially and
adversely affect our results of operations. At certain price levels of raw materials, parts and
components, the continued production of certain products may become unprofitable. The significance
and relative impact of factors affecting the prices of raw materials, parts and components are difficult
to predict or quantify. Prior to 2008, we experienced increases in the prices of certain type of the key
raw materials, parts, and components for certain of our products, such as steel, due to the growth of
Chinaes economy and the increase in the demand for steel. As a result, our production costs increased
during that period. In 2008, global economic downturn resulted in a slow-down in construction
machinery spending and manufacturing activities in China and globally, which led to a decrease in the
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costs of our raw materials, parts and components. In 2011, as a result of global economic recovery, the
prices of our raw materials, parts and components increased slightly. In the nine months ended
September 30, 2012, as a result of the general economic condition globally and particularly in China,

the prices of our raw materials decreased. We cannot assure you that the price of such raw materials,
parts and components will not increase again in the future.

We face competition in the industry in which we operate.

We face direct competition both in China and internationally across all product lines and price ranges.
In China, our competitors include domestic Chinese companies, such as XCMG, Sany Group and other
domestic manufacturers that either offer a range of construction machinery and environmental and
sanitation machinery or some specific types of competing products, and occasionally, certain
multinational companies. In the international market, our major competitors include multinational
companies such as Caterpillar Inc., Komatsu Machinery Corporation, Liebherr Group, Terex
Corporation and Manitowoc Company Inc., regional manufacturers and certain domestic Chinese
companies. Moreover, the industry is becoming increasingly competitive as more international
companies are currently seeking to enter the PRC market while more domestic Chinese manufacturers
are enhancing their international penetration and competitiveness.

Some of our competitors, especially multinational companies, are larger than we are, which, in some
cases, provides them with a competitive advantage with respect to brand recognition, economies of
scale, access to financing and their ability to purchase raw materials, parts and components at lower
prices. Our competitors may also be able to devote greater resources to research and development
technology, and design innovation and adapt more quickly to new or emerging technology and changes
in customer demand and requirements. Furthermore, our competitors may be able to offer more flexible
payment options than we do and/or more attractive purchasing terms. Current and potential competitors
have established or may establish financial or strategic relationships among themselves or with
existing or potential customers, suppliers and other third parties. Accordingly, new competitors or
alliances among competitors might emerge and rapidly acquire significant market share. Our failure to
maintain a competitive position with respect to pricing, product quality, brand name recognition,
financial resources and technological advances, adapt to changing market conditions or otherwise



RISKS RELATED TO DOING BUSINESS IN CHINA

Adverse changes in political and economic policies of the PRC government could have a material
and adverse effect on the overall economic growth of China, which could in turn reduce the demand
for our products, thus materially and adversely affecting our business and prospects.

Economic, political and legal developments in China significantly affect our business, financial

condition, results of operations and prospects. In many respects, the Chinese economy differs from
those of most developed countries, including the degree of government involvement, the level of
development, growth rate, control of foreign exchange, access to financing and allocation of resources.

While the Chinese economy has grown significantly in the past two decades, the growth has been
uneven, both geographically and among various economic sectors. The PRC government has
implemented various measures to foster economic growth and guide the allocation of resources. While
certain of these measures have benefited the overall Chinese economy, they may also negatively impact
us. For example, our financial condition and results of operations may be adversely affected by
government control over applicable capital investments or changes in tax regulations that are
applicable to us.

The Chinese economy has been transitioning from a planned economy to a more market-oriented
economy. In recent years, the PRC government has implemented measures emphasizing the use of
market forces for economic reform. In addition, the PRC government has reduced state ownership of
productive assets while establishing sound corporate governance in business enterprises. Nonetheless,
a substantial portion of the productive assets in China continues to be owned by the PRC government.
The PRC governmentes control of these assets and other aspects of the national economy could
materially and adversely affect our business. The PRC government exercises significant control over
Chinaes economic growth through its allocation of resources. In addition to controlling payment of
foreign currency-denominated obligations, the government sets monetary policy and provides
preferential treatment to particular industries and companies. Over the course of recent years, the PRC
government has implemented a number of measures, such as raising bank reserves against deposit
rates. This action placed additional limitations on the ability of commercial banks to make loans and
raise interest rates in order to decrease the growth rate of specific sectors of Chinaes economy that the
government believed to be overheating. Such actions, as well as other PRC policies, may materially
and adversely affect our liquidity and access to capital as well as our ability to operate our business.

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

We are governed by our articles of association and organized under the laws of China, making us
subject to the PRCes laws, regulations and judicial and administrative rulings. The PRC legal system is
a civil law system based on written statutes. Unlike common law systems, prior court decisions may be






the PRC government changed its decade-old policy of pegging the value of the Renminbi to U.S.
dollars. Under the new policy, the Renminbi is permitted to fluctuate within a narrow and managed
range in relation to a basket of specified foreign currencies. Since then, the PRC government has made,
and may in the future make, further adjustments to the exchange rate system. On June 19, 2010, the
PRC government announced its intention to further relax its currency policy, and the Renminbi slightly
appreciated against U.S. dollars. We cannot assure you that the Renminbi will not experience
significant appreciation against U.S. dollars again. There remains significant international pressure on
the PRC government to adopt a more flexible currency policy, which could result in a further and more
significant appreciation of the Renminbi against U.S. dollars. Fluctuations of the Renminbi could
adversely affect the value of our foreign currency-denominated transactions along with the value of
cash flow generated from our operations or any interests payable on the Notes in foreign currency
terms. In 2009, 2011 and the nine months ended September 30, 2011 and 2012, we incurred net foreign
currency exchange gains of RMB8 million, RMB244 million (US$39 million), RMB150 million and
RMB62 million (US$10 million), respectively, while in 2010, we incurred net foreign currency
exchange loss of RMB58 million. Following this offering, our exposure to risks associated with foreign
currency fluctuations may further increase as the net proceeds from the offering cannot be remitted
into the PRC and are expected to be deposited in currencies other than Renminbi. On the other hand, as
we expect to expand our international markets, future Renminbi devaluations could increase our costs
and expenses or lead to fluctuations in the exposure of our foreign currency-denominated liabilities,
thereby adversely affecting our profitability.

The enforcement of the Labor Contract Law and a potential resulting increase in labor costs in the
PRC may adversely affect our business and our profitability.

The Labor Contract Law of the PRC came into effect on January 1, 2008 with the Implementation
Rules of Labor Contract Law of the PRC promulgated on September 18, 2008. The Labor Contract Law
and its implementation rules impose more stringent requirements on employers with regard to entering
into written employment contracts, hiring temporary employees and dismissing employees. In addition,
the Labor Contract Law requires the payment of a statutory severance pay upon the termination of an
employment contract in most cases, including in cases of the expiration of a fixed-term employment
contract. Under the Regulations on Paid Annual Leave for Employees, which came into effect on
January 1, 2008, and its implementation measures, which was promulgated on September 18, 2008,
employees who have served an employer for over one year are entitled to a paid vacation ranging from
five to 15 days, depending on length of service. Employees who waive such vacation time at the
request of employers shall be compensated for three times their normal salaries for each waived
vacation day. The Labor Contract Law also requires the employer to contribute to social insurance and
housing funds on behalf of its employees. As one of the largest construction machinery manufacturers
in China, our business operations require a large number of employees and workers. As a result of the
such law and regulations, our labor costs are expected to increase. Increases in our labor costs and
potential future disputes with our employees with respect to the implementation of the Labor Contract
Law and its implementation rules could adversely affect our business, financial condition or results of
operations.
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We face risks related to natural disasters, acts of nature, adverse weather conditions and
occurrences of epidemics in China and other place around the world, which could have a material
adverse effect on our business and operations results.

Our business is subject to the general economic, environmental and social conditions in China. In
particular, it is possible for our business to be materially and adversely affected by natural disasters,
acts of nature, adverse weather conditions or the occurrence of epidemics in China. For example, in
May 2008, Sichuan Province experienced a strong earthquake, measuring approximately 8.0 on the
Richter scale and causing widespread damage and casualties. Over the past few decades, the PRC also
has suffered health epidemics related to the outbreak of avian influenza, H1N1 virus and severe acute
respiratory syndrome, or SARS. Any prolonged recurrence of avian influenza, SARS or other adverse
public health developments in China may have a material and adverse effect on our business
operations. These could include restrictions on our ability to travel or ship products within China, as
well as temporary closure of our manufacturing facilities. Such closures and/or travel or shipment
restrictions would severely disrupt our business operations and adversely affect our results of
operations. Furthermore, severe weather conditions, such as a prolonged winter season, excessive rain
or sandstorms may result in a delay or even cancellation of construction projects. Such conditions
would lead to a decrease in demand for our products and in turn, an adverse effect on our business,
financial condition and results of operations.

Similarly, war, terrorist activity, threats of war or terrorist activity, social unrest and the corresponding
heightened travel security measures instituted in response to such events, as well as geopolitical
uncertainty and international conflict and tension, including the current heightened level of hostility on
the Korean Peninsula, would affect economic development and construction projects. In turn, there
could be a material adverse effect on our business, financial condition and results of operations. In
addition, we may not be adequately prepared in terms of contingency planning or have recovery
capabilities in place to deal with a major incident or crisis. As a result, our operational continuity may
be adversely and materially affected and our reputation seriously harmed.

RISKS RELATED TO THE NOTES AND THE GUARANTEES

The Notes will be structurally subordinated to the existing and future indebtedness and other
liabilities of the Issueres and our existing and future subsidiaries and effectively subordinated to the
Issueres and our secured debt to the extent of the value of the collateral securing such indebtedness.

The Notes will be structurally subordinated to any debt and other liabilities and commitments,
including trade payables and lease obligations, of the Issueres and our existing and future subsidiaries,
whether or not secured. The Notes will not be guaranteed by any of the Issueres and our subsidiaries
and the Issuer and we may not have direct access to the assets of such subsidiaries unless these assets
are transferred by dividend or otherwise to the Issuer or us. The ability of such subsidiaries to pay
dividends or otherwise transfer assets to the Issuer and us is subject to various restrictions under
applicable law. Each of the Issueres and our subsidiaries are separate legal entities that have no
obligation to pay any amounts due under the Notes or make any funds available therefor, whether by
dividends, loans or other payments. The Issueres and our right to receive assets of any of the Issueres
and our subsidiaries, respectively, upon that subsidiaryes liquidation or reorganization will be
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effectively subordinated to the claim of that subsidiaryes creditors (except to the extent that the Issuer
or we are creditors of that subsidiary). Consequently, the Notes will be effectively subordinated to all
liabilities, including trade payables and lease obligations, of any of the Issueres and our subsidiaries
and any subsidiaries that the Issuer or we may in the future acquire or establish.

The Notes are the Issueres and our unsecured obligations and will (i) rank equally in right of payment
with all the Issueres and our other present and future senior unsecured indebtedness; (ii) be effectively
subordinated to all of the Issueres and our present and future secured indebtedness to the extent of the
value of the collateral securing such obligations; and (iii) be senior to all of the Issueres and our
present and future subordinated obligations. As a result, claims of secured lenders, whether senior or
junior, with respect to assets securing their loans will be prior with respect to those assets. In the event
of the Issueres or our bankruptcy, insolvency, liquidation, reorganization, dissolution or other winding
up, or upon any acceleration of the Notes, these assets will be available to pay obligations on the Notes
only after all other debt secured by these assets has been repaid in full. Any remaining assets will be
available to you ratably with all of our other unsecured and unsubordinated creditors, including trade
creditors. If there are not sufficient assets remaining to pay all these creditors, then all or a portion of
the Notes then outstanding would remain unpaid. As of September 30, 2012, the Issuer had outstanding
2017 Notes of RMB2,483 million and we had unsecured loans and borrowings of approximately
RMB13,935 million (US$2,216 million) (excluding the guaranteed senior notes) that rank equally with
the Notes, and we had outstanding secured loans and borrowings of approximately RMB1,505 million
(US$239 million).

There is uncertainty relating to the enforceability of the Guarantee of the Notes.

The Company will unconditionally and irrevocably guarantee the due payment of all sums expressed to
be payable by the Issuer under the Notes. Any guarantee of foreign indebtedness by a
PRC-incorporated entity is subject to approval by SAFE. On November 28, 2012, the Company
obtained approval from SAFE to guarantee indebtedness payable by the Issuer under the Notes incurred
outside the PRC. The approval was granted by SAFE pursuant to the Notice on Issues relating to the
Administration of Foreign Security by Domestic Institutions promulgated by SAFE on July 30, 2010,

or the SAFE Foreign Security Notice, and the Notice on Deciding the External Financing Guarantee
Balance Quota of Domestic Banks in 2011 issued by SAFE on July 27, 2011, or the SAFE Circular 30.

The Company is required to register the Guarantee with the Hunan Branch of SAFE within 15 days
after the date of execution of the Guarantee of the Notes. The Guarantee may not be enforceable until
the registration of the Guarantee is completed in accordance with the Measures for the Administration
of Foreign Security by Domestic Institutions promulgated by the Peoplees Bank of China, or PBOC, on
September 25, 1996, or the Foreign Securities Measures. The Company intends to execute and register
the Guarantee with Hunan Branch of SAFE as soon as reasonably practicable after the date of this
offering memorandum, although the Guarantee will not be deemed effective until the Notes are issued
on the issue date. Prior to the performance or discharge of its obligations under the Guarantee, the
Company is also required to complete a verification process with the Hunan Branch of SAFE for each
remittance under the Guarantee.
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The SAFE Foreign Security Notice and SAFE Circular 30 are recent regulations and may be subject to
a degree of executive and policy discretion and interpretation by SAFE. On the basis of the SAFE
Foreign Security Notice, the Guarantee will, upon execution, be valid, binding and enforceable against
the Company under PRC law. There can be no assurance, however, that the approval obtained by the
Company will not be revoked or amended in the future or that future changes in PRC law, or that in the
application or interpretation of SAFE Foreign Security Notice and SAFE Circular 30 will not adversely
affect the enforceability of the Guarantee in the PRC. See *The GuaranteeZ.

The Guarantee and the Indenture, which sets out the terms of the Guarantee, will be governed by the
laws of the State of New York. Judgments of foreign courts, including New York courts, will unlikely

be recognized or enforced in the PRC unless there is a treaty between China and the country where the
judgment is made or on reciprocity between jurisdictions. China does not have any treaties or other
agreements that provide for reciprocal recognition and enforcement of foreign judgments with the
United States. As a result, you may need to pursue claims based on the Guarantee and the Indenture in
the PRC courts. See «Enforceability of Foreign Judgments and Civil LiabilitiesZ.

We may not be able to generate sufficient cash to service all of our indebtedness, including the
Notes, and may be forced to take other actions to satisfy our obligations under our indebtedness,
which may not be successful.

Our ability to make scheduled payments on or refinance our debt obligations, including the Notes,
depends on our financial condition and operating performance, which are subject to prevailing
economic, industry and competitive conditions and to certain financial, business, legislative, regulatory
and other factors beyond our control. We may be unable to maintain a level of cash flow from

operating activities sufficient to permit us to pay the principal, premium, if any, and interest on our

indebtedness, including the Notes.

If our cash flow and capital resources are insufficient to fund our debt service obligations, we could
face substantial liquidity problems and could be forced to reduce or delay investments and capital
expenditures or to dispose of material assets or operations, seek additional debt or equity capital or
restructure or refinance our indebtedness, including the Notes. We may not be able to effect any such
alternative measures on commercially reasonable terms or at all and, even if successful, those
alternative actions may not allow us to meet our scheduled debt service obligations.

The Notes and the Guarantee are unsecured obligations.
As the Notes and the Guarantee are unsecured obligations, their repayment may be compromised if:

— we or the Issuer enter into bankruptcy, liquidation, reorganization or other winding-up
proceedings;

— there is a default in payment under the Issueres of our future secured indebtedness or other
unsecured indebtedness; or

— there is an acceleration of any of the Issueres of our indebtedness.
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Although we do not expect any of these events to occur with respect to the Issuer, since it is not
permitted under the terms of the Indenture to carry on any business activities other than in connection
with the issuance of the Notes and advance of the proceeds therefrom to us or our subsidiaries, if any
of these events occur, the Issueres and our assets and any amounts received from the sale of such assets
may not be sufficient to pay amounts due on the Notes.

The Indenture does not restrict the amount of additional debt that we may incur.

Although the Notes and Indenture restrict and limit the business activities of the Issuer, they do not
limit the amount of unsecured debt that may be incurred by us and permits us to incur secured debt
under specified circumstances and our subsidiaries to incur debt, whether secured or unsecured,
without restriction. Our and our subsidiariese incurrence of additional debt may have important
consequences for you as a holder of the Notes, including making it more difficult for us to satisfy our
obligations with respect to the Notes, a loss in the market value of your Notes and a risk that the credit
rating of the Notes is lowered or withdrawn.

We may be unable to repurchase the Notes upon a change of control.

Upon the occurrence of a Change of Control (as defined in «Description of the NotesZ), the Issuer will
be required to repurchase all outstanding Notes at a price equal to 101% of their principal amount, plus
accrued and unpaid interest, if any, to but excluding the date of repurchase. If we experience a Change
of Control, there can be no assurance that the Issuer or we would have sufficient financial resources
available to satisfy the obligations to repurchase the Notes. A Change of Control may also trigger a
cross default under some of our debt agreements, including the 2017 Notes Indenture. The Issuer or we
may require additional financing from third parties to fund any such repurchases, and the Issuer and we
may be unable to obtain adequate financing on satisfactory terms or at all. The failure to repurchase the
Notes as required under the Indenture would result in a default under the Indenture, which could have
material adverse consequences for the Issuer, us and the holders of the Notes. See <Description of the
Notes , Repurchase upon a Change of Control.Z In order to avoid the obligations to repurchase the
Notes and potential breaches under our other debt agreements, we may have to avoid certain change of
control transactions that would otherwise be beneficial to us.

In addition, some important corporate events, such as leveraged recapitalizations, may not, under the
Indenture, constitute a *«Change of ControlZ that would require the Issuer to repurchase the Notes, even



subsidiaries taken as a whole. Although there is a limited body of case law interpreting the term
esubstantially all,Z there is no precise established definition of the phrase under applicable law.
Accordingly, your ability to require the Issuer to repurchase your Notes as a result of a sale, lease,
transfer, conveyance or other disposition of less than all of our assets and the assets of our subsidiaries
taken as a whole to another person may be uncertain in some circumstances.

An active trading market may not develop for the Notes and the trading price of the Notes could be
materially and adversely affected.

The Notes are a new issue of securities with no established trading market. Although approval-in-
principle has been received for the listing and quotation of the Notes on the SGX-ST, we cannot assure
you that the Notes will become or remain listed. Although no assurance is made as to the liquidity of
the Notes as a result of the admission to trading on the SGX-ST, failure to be approved for listing on or
the delisting of the Notes from, as applicable, the SGX-ST may have a material effect on a holderes
ability to resell the Notes in the secondary market. We do not intend to apply for listing of the Notes
on any U.S. securities exchange or for quotation through an automated dealer quotation system. The
Initial Purchaser has advised us that it presently intends to make a market in the Notes as permitted by
applicable laws. However, the Initial Purchaser is not obligated to make a market in the Notes and may
discontinue its market-making activities at any time at its discretion without notice. In addition, the
liquidity of the trading market in the Notes, and the market price quoted for the Notes, may be
adversely affected by changes in the overall market for securities and by changes in our financial



The terms of the Indenture and the Notes provide only limited protection against significant
corporate events that could adversely impact your investment in the Notes.

While the Indenture and the Notes contain terms intended to provide protection to holders of the Notes
upon the occurrence of certain events involving significant corporate transactions that may affect the
Issueres and our creditworthiness, these terms are limited and may not be sufficient to protect your
investment in the Notes.

The «Change of ControlZ definition as described under *Description of the Notes , Repurchase upon a
Change of ControlZ does not cover a variety of transactions (such as acquisitions by us or
recapitalizations) that could negatively affect the value of the Notes, increase the amount of our
outstanding indebtedness or adversely affect our capital structure or credit ratings. If we were to enter
into a significant corporate transaction that would negatively affect the value of the Notes but would
not involve a change in voting power or beneficial ownership and hence would not constitute a Change
of Control, we would not be required to offer to repurchase your Notes prior to their maturity.

The Indenture governing the Notes also does not:

— require us to maintain any financial ratios or specific levels of net worth, revenues, income,
cash flow or liquidity;

— limit our ability to incur indebtedness that is equal in right of payment to the Notes;

— restrict our subsidiariese ability to incur unsecured indebtedness that would be senior to our
equity interests in our subsidiaries and therefore rank effectively senior to the Notes;

— limit the ability of our subsidiaries to service indebtedness;
— restrict our ability to repurchase or prepay any other of our securities or other indebtedness;

— restrict our ability to make investments or to repurchase or pay dividends or make other
payments in respect of our common stock or other securities ranking junior to the Notes; or

— limit our ability to optimize our operations, including conducting transactions similar to the
Disposal; or

— limit our ability to sell, merge or consolidate any of our subsidiaries.

As a result of the foregoing, when evaluating the terms of the Notes, you should be aware that although
the terms of the Indenture and the Notes do not restrict our ability to engage in, or to otherwise be a
party to, a variety of corporate transactions, circumstances and events, any of which could have an
adverse impact on your investment in the Notes.
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Holders of the Notes will not be entitled to registration rights, and we do not currently intend to
register the Notes under applicable securities laws. There are restrictions on your ability to transfer
or resell the Notes.

The Notes are being offered and sold pursuant to an exemption from registration under the Securities
Act and applicable securities laws, and we do not currently intend to register the Notes in any
jurisdiction. The holders of the Notes will not be entitled to require the Issuer to register the Notes for
resale or otherwise. Therefore, you may transfer or resell the Notes only in a transaction registered
under or exempt from the registration requirements of the Securities Act and applicable securities laws
of your jurisdiction and/or state, and you may be required to bear the risk of your investment for an
indefinite period of time. See sTransfer Restrictions.Z

We will not be subject to the Sarbanes-Oxley Act of 2002.

Since the Notes will not be registered under the Securities Act, after the offering neither the Issuer nor
we will be subject to the Sarbanes-Oxley Act of 2002, which requires public companies to have and
maintain effective disclosure controls and procedures to ensure timely disclosure of material
information, and have management review the effectiveness of those controls on a quarterly basis. That
Act also requires public companies to have and maintain effective internal controls over financial
reporting to provide reasonable assurance regarding the reliability of financial reporting and
preparation of financial statements, and have management review the effectiveness of those controls on
an annual basis (and have the independent auditor attest to the effectiveness of such internal controls).
Neither the Issuer nor we will be required to comply with these requirements and therefore neither the
Issuer nor we will have comparable procedures in place as compared to public companies in the United
States.

The ratings of the Notes may be lowered, suspended or withdrawn; changes in such credit ratings
may adversely affect the value of the Notes.

The Notes have been provisionally assigned a rating of BB+ and BBB- by Standard & Poores Ratings
Services and Fitch Inc., respectively. Ratings are limited in scope, and do not address all material risks
relating to an investment in the Notes, but rather reflect only the view of each rating agency at the time
the rating is issued. An explanation of the significance of a rating may be obtained from the relevant
rating agency. Ratings are not recommendations to buy, sell or hold securities, and there can be no
assurance that ratings will remain in effect for any given period of time or that ratings will not be
lowered, suspended or withdrawn entirely by the rating agencies, if, in each rating agencyes judgment,
circumstances so warrant. Each rating should be evaluated independently of any other rating. Actual or
anticipated changes or downgrades in our credit ratings, including any announcement that our ratings
are under further review for a downgrade, could affect the market value of your Notes and increase our
corporate borrowing costs.

The insolvency laws of the PRC and Hong Kong may differ from those of another jurisdiction with
which the holders of the Notes are familiar.

Because the Company was incorporated under PRC laws and the Issuer was incorporated under Hong
Kong laws, any insolvency proceeding relating to the Company or the Issuer would likely involve PRC
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or Hong Kong insolvency laws, the procedural and substantive provisions of which may differ from
comparable provisions of the local insolvency laws of jurisdictions with which the holders of the Notes
are familiar.

The Issuer may be deemed as a PRC tax resident enterprise by the PRC tax authorities and certain
withholding taxes may be applicable.

The Issuer is incorporated under the laws of Hong Kong. Pursuant to the new Enterprise Income Tax
Laws of the PRC, or the EIT Law, effective as of January 1, 2008, and its implementation regulations,
enterprises that are established under laws of foreign countries and regions (including Hong Kong,
Macau and Taiwan) but whose «de facto management bodiesZ are within the territory of the PRC shall
be treated as PRC tax resident enterprises for the purpose of the EIT Law and they shall pay enterprise
income tax at the rate of 25% in respect of their income sourced from both within and outside China. If
the relevant PRC tax authorities decide, in accordance with applicable tax rules and regulations, that
the +de facto management bodyZ of the Issuer is within the territory of the PRC, the Issuer may be held
to be a PRC tax resident enterprise for the purpose of the EIT Law and be subject to enterprise income
tax at the rate of 25% for its income sourced from both within and outside PRC.

As of the date of this offering memorandum, the Issuer has not been given notice or informed by the
PRC tax authorities that it is considered a PRC tax resident enterprise for the purpose of the EIT Law.
On that basis, holders of the Notes will not be subject to withholding tax, income tax or any other taxes
or duties (including stamp duty) imposed by any governmental authority in the PRC in respect of the
holding of the Notes or any repayment of principal and payment of interest made thereon. However,
there is no assurance that the Issuer will not be treated as a PRC tax resident enterprise under the EIT
Law and related implementation regulations in the future.

Pursuant to the EIT Law and its implementation regulations, any non-resident enterprise without
establishment within the PRC or whose income has no actual connection to its establishment within the
PRC must pay enterprise income tax at the rate of 10% on its income sourced inside the PRC, and such
income tax must be withheld, with the PRC payor acting as the obligatory withholder, withholding the
tax amount from each payment or payment due. Accordingly, in the event the Issuer is deemed to be a
PRC tax resident enterprise by the PRC tax authorities in the future, the Issuer will be required to
withhold income tax from the payments of interest in respect of the Notes to any non-PRC enterprise
holders of the Notes, and any gain realized by non-PRC enterprise from the transfer of the Notes may
be regarded as being derived from sources within the PRC and accordingly would be subject to a 10%
PRC withholding tax. See *Taxation , PRC.Z

You may experience difficulties in effecting service of legal process and enforcing judgments against
us, our directors, supervisors or senior management.

We are a company incorporated under the laws of the PRC and most of our assets and subsidiaries are
located in China. Except for our independent director Mr. Qian Shizheng, our directors, supervisors
and senior management reside within the PRC. The assets of these directors, supervisors and senior
management also may be located within the PRC. As a result, it may not be possible to effect service

” 46 ”



of process upon most of our directors, supervisors and senior management outside the PRC. Moreover,
the PRC does not have treaties providing for reciprocal recognition and enforcement of court
judgments in the United States, the United Kingdom, Japan or most other countries. In addition, Hong
Kong has no arrangement for the reciprocal enforcement of judgments with the United States. As a
result, in the PRC and Hong Kong, recognition and enforcement of court judgments from the
jurisdictions mentioned above may be difficult or impossible in relation to any matter that is not
subject to a binding arbitration provision. See e<Enforceability of Foreign Judgments and Civil
Liabilities.Z
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CAPITALIZATION AND INDEBTEDNESS

The following table sets forth our capitalization and indebtedness as of September 30, 2012 and as
adjusted to give effect to this offering. You should read this table in conjunction with our unaudited
interim consolidated financial statements as of and for the nine months ended September 30, 2012, and
related notes included elsewhere in this offering memorandum.

Except as otherwise disclosed in this offering memorandum, there has been no material change in our
capitalization since September 30, 2012.

As of September 30, 2012

Actual As Adjusted
RMB US$D RMB US$Y
(in millions)

Short-term borrowings:
Bank borrowings , due withinoneyear. .. ........... ... ... ...... 9,263 1,474 9,263 1,474
Long-term borrowings:
Bank borrowings , due morethanoneyear. . ...................... 5,083 809 5,083 809
Unsecured bond. . . ... 1,094 174 1,094 174
Guaranteed SENIOr NOtES . . .. .ot i it e 2,4832 395 2,48®) 395
The Note®) . . ... i i 3,771 600
Total long-term borrowings. . . . .. .ot 8,660 1,378 12,431 1,978
Total BOrTOWINGS . . .o 17,923 2,852 21,694 3,452
Equity:
Sharecapital .. ... 7,706 1,226 7,706 1,226
RESEIVES. . o e 32,687 5,201 32,687 5,201
Non-controlling iNterests. . ... ... 333 53 333 53
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The following table sets forth the capitalization and indebtedness of the Issuer as of September 30,
2012, as adjusted to give effect to this offering.

As of September 30, 2012
Actual As Adjusted

uss$ uss$
(in millions)

Short-term borrowings:
Bank borrowings ,, due withinoneyear. . .. ... . . i B B
Long-term borrowings:
2007 NOTES . . o ottt et e e (892 3921
The NOte®) . . . ” 600
Total long-term bOrrOWINGS. . . . . ..o o 392 992
Total DOITOWINGS . . . oo 392 992
Equity:
Share capital . . .. ... " "
RESEIVES. o (14) (14)
Total EQUILY . ..o (14) (14)
Total capitalization . ... ... .. 378 978

(1) Representing the US$400 million of outstanding principal amount of the 2017 Notes, excluding the offering expenses and
discounts related to the 2017 Notes of approximately US$8 million that will be amortized (and thereafter reflected as
liabilities) over the tenor of the 2017 Notes. The guaranteed senior notes of RMB2,483 million shown in our unaudited
consolidated balance sheet was translated into RMB based on the PBOC foreign exchange rate as at September 30, 2012, and
the US$395 million included elsewhere in this offeringmm@andum is a convenience translation of such amount.



DESCRIPTION OF THE ISSUER
Formation

The Issuer is a limited liability company incorporated under the Companies Ordinance (Cap. 32) of
Hong Kong (CR No. 1663041). It was incorporated in Hong Kong on September 7, 2011. Its registered
office is located at Suite 406-409, 4/F, Three Pacific Place, 1 Queenes Road East, Hong Kong. The
Issuer is our wholly owned subsidiary.

Business Activity

The Issuer is principally engaged in investment holding and, as at the date of this offering
memorandum, has no business operation and does not have any employees. Under the terms of the
2017 Notes Indenture, the Issuer may not carry on any business activities other than those in
connection with issuance of the 2017 Notes and advance of the net proceeds of the issuance of the 2017
Notes to the us or our subsidiaries. The Proposed Amendment will allow us to incur indebtedness in
addition to the existing 2017 Notes. As amended, the 2017 Notes Indenture will still prohibit the Issuer
from carrying any business activities other than the offering, sale or issuance of indebtedness and the
advance of the proceeds thereof to the us, any of the our subsidiaries or a company otherwise
controlled by us and any other activities in connection therewith.

Directors and Officers

The directors of the Issuer are Xiong Yanming and Shen Ke. The directors of the Issuer do not hold
any shares or options to acquire shares of the Issuer.

Share Capital

The authorized share capital of the Issuer is HK$10,000.00, divided into 10,000 ordinary shares of
HK$1.00 each, all of which have been issued and are fully paid. No part of the equity securities of the
Issuer is listed or dealt in on any stock exchange and no listing or permission to deal in such securities
is being or is proposed to be sought.

Summary Financial Information of the Issuer

The Issuer has not engaged, since its incorporation, in any activities other than those incidental to its
incorporation, the authorization, execution and issue of the 2017 Notes and the Notes, and the
documents and matters in connection with the offer, sale and issue of the 2017 Notes and the Notes
(including those referred to or contemplated in this offering memorandum to which the Issuer is or will
be a party) and matters which are incidental or ancillary to the foregoing.

Save for the 2017 Notes and as disclosed elsewhere in this offering memorandum, at the date of this
offering memorandum, the Issuer has no borrowings or indebtedness in the nature of borrowings
(including loan capital issued or created but unused), term loans, liabilities under acceptances or
acceptance credits, mortgages, charges or guarantees or other contingent liabilities.

There are no other outstanding loans or subscriptions, allotments or options in respect of the Issuer.

The financial year of the Issuer runs from January 1 to December 31. There has been no material
change in the activities of the Issuer since its incorporation.
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Set forth below is the Issueres balance sheet as of September 30, 2012:

As of September 30,
2012
uUss$
(in millions)
Assets
Non-current assets
Total NON-CUIMENE ASSBES . . .\ i ittt e et e e e e e e e e N
Current assets
Cash . . R
Otherreceivables . . . ... . @78
Total CUIMTENT ASSELS . . . o oottt e e e e e e e e e e e e e e e e e e e e e e e e 318
Total @SSetS. . . ..o 378

Liabilities and equity
Current liabilities
Other payables . .. ... 1

Total current iabilities .. ... . 1

Non-current liabilities
2017 NOLES. . ... _(892

Total non-current llabilities . ... ... e e 392

Total liabilities . ... . 392

Capital and reserves
Share capital . . .. ... B
RESEIVES . .o (14)

Total EQUILY . .o a)

(1) Representing amounts due from another subsidiary of ours.

(2) Representing the US$400 million of outstanding principal amount of the 2017 Notes, excluding the offering expenses and
discounts related to the 2017 Notes of approximately US$8 million that will be amortized (and thereafter reflected as
liabilities) over the tenor of the 2017 Notes. The guaranteed senior notes of RMB2,483 million shown in our unaudited
consolidated balance sheet was translated into RMB based on the PBOC foreign exchange rate as at September 28, 2012, and
the US$395 million included elsewhere in this offerimgmorandum is a convenient translation of such amount.
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USE OF PROCEEDS

The net proceeds we expect to receive from this offering, after deducting underwriting discounts and
estimated offering expenses, will be approximately US$591.6 million. We intend to use the net
proceeds of this offering to fund our overseas expansion plan, including enhancing our distribution and
service network and establishing research and development centers and manufacturing facilities.

The foregoing represents our current intentions based upon our present plans and business conditions
to use and allocate the net proceeds of this offering. Our management, however, will have significant
flexibility and discretion to apply the net proceeds of this offering subject to applicable PRC laws and
regulations. If an unforeseen event occurs or business conditions change, we may use the proceeds of
this offering differently than as described in this offering memorandum subject to the applicable PRC
laws and regulations.
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OUR HISTORY AND CORPORATE STRUCTURE
Our History

We were founded in 1999 as a joint stock company with a registered capital of 100 million ordinary
shares, par value of RMB1.00 per share, through the combination of the Changsha Construction
Machinery Research Institute Co., Ltd.es, or the Research Institutees, wholly-owned equity interest in
Zoomlion Construction Machinery Industrial Co., Ltd., and certain of the Research Institutees other
assets, equity interests in certain companies held by Changsha Hi-Tech Industrial Development Zone
Zhongbiao Industrial Co., Ltd., or Changsha Zhongbiao, and cash contributions from four other
shareholders. The Research Institute and Changsha Zhongbiao owned approximately 74.75% and
23.76% of our Company, respectively, while the other four shareholders each owned approximately
0.37% of our Company.

In 2000, after obtaining approvals from the China Securities Regulatory Commission, or the CSRC, we
conducted an initial public offering in China and issued a total of 50 million ordinary shares, par value
RMB1.00 per share, at RMB12.74 per share. We were listed on the Shenzhen Stock Exchange on
October 12, 2000 under the code *000157Z. As a result of our initial public offering in China, our
registered capital was increased to RMB150 million and public shareholders owned approximately
33.33% of our Company. The remaining shares that were not traded on the Shenzhen Stock Exchange,
or non-tradable shares, were held by the Research Institute and Changsha Zhongbiao, which
represented approximately 49.83% and 15.83% of the outstanding equity interests in our Company,
respectively, and four other shareholders, each owning approximately 0.25% of our Company.

In June 2004, Changsha Zhongbiao transferred the equity interest of our Company it held to Shenzhen
Jinxinan Investment Co., Ltd., or Jinxinan Investment. After this transaction, Jinxinan Investment
owned approximately 15.83% of our Company.

In May 2006, Jinxinan Investment entered into a share transfer agreement with Good Excel Group
Limited, a PRC company wholly owned by Rise Honor Investments Limited, a company incorporated
in the Cayman Islands and wholly owned by Hony Capital Il, L.P., an exempted limited partnership
formed under the laws of the Cayman Islands, to transfer the equity interest of our Company held by
Jinxinan Investment to Good Excel Group Limited. After this transaction, Good Excel Group Limited
owned approximately 15.83% of our Company.

In May 2006, our shareholders undertook an effort to reform our non-tradable shares to tradable shares.
Under relevant regulations, administrative measures, notices and opinions, non-tradable shares could
become tradable, after the expiration of a lock-up period, if shareholders of non-tradable shares, or
nonpublic shareholders, distribute a certain portion of the non-tradable shares held by them to public
shareholders, subject to super-majority approval of all shareholders and the public shareholders. Thus,
our nonpublic shareholders transferred 54,080,000 of their non-tradable shares, divided pro rata
amongst the nonpublic shareholders in accordance with their shareholdings, to our public shareholders,
each of whom received an additional 3.2 shares for every 10 shares that they held. The share transfer
was completed in July 2006, after which approximately 44.00% of our Company was held by public
shareholders, with the equity interest of the Research Institute and Good Excel Group Limited reduced
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from approximately 49.83% and 15.83% to approximately 41.86% and 13.30%, respectively. Equity
interests held by the other four nonpublic shareholders were similarly reduced.

In June 2007, we entered into agreements with the Research Institute, its subsidiaries and certain third
parties to purchase equity interests in certain companies, as well as certain assets of the Research
Institute.

Following the completion of the asset purchases, the Research Institute entered into a liquidation
procedure in which the remaining assets of the Research Institute, including the equity interests held in
us by the Research Institute, were distributed amongst the shareholders of the Research Institute. In
July 2007, the relevant PRC government authorities approved the dissolution of the Research Institute
and on December 31, 2008, the dissolution of the Research Institute was completed.

On June 20, 2008, Magenta SGR S.p.A., Fadore S.ar.l.,, Intesa Sanpaolo S.p.A., Immobiliare
BA.STE.DO. S.r.l., Immobiliare Duemila S.r.l., Immobiliare Novanta S.r.l., Pasquale Di lorio, Simone
Rafael Emdin and Maurizio Ferrari, as the sellers, and Hony Capital Fund Ill. L.P., Mandarin Capital
Partners, and GS Hony Holdings | Ltd. and our Company, as the buyers, entered into the Sale and
Purchase Agreement relating to 100% of the issued and fully paid-in share capital and voting rights of
CIFA, a concrete machinery manufacturer based in Italy. We currently hold 59.3% of equity interest in
CIFA. In September 2008, a shareholderse agreement was entered into among the Company, Hony
Capital Fund Ill. L.P., Mandarin Capital Partners and GS Hony Holdings | Ltd., an indirect wholly-
owned subsidiary of The Goldman Sachs Group Inc., to govern their rights and obligations as
shareholders of ZoomlionCifa (Hong Kong) Holdings Limited. Such agreement was subsequently
amended to include the five management shareholders of CIFA upon completion of their investment in
ZoomlionCifa (Hong Kong) Holdings Limited in June 2009. The shareholderse agreement contains
customary minority shareholderse rights such as nomination rights, reserved matters protection rights,
pre-emptive rights, tag-along rights, drag-along rights and anti-dilution rights. The acquisition of CIFA
enabled us to take advantage of CIFAes extensive distribution and service network in Europe, strong
research and development capabilities and proprietary technologies, and become a leading global
concrete machinery manufacturer.

In January 2010, we issued 297,954,705 A Shares to nine institutional investors in a non-public
offering. The net proceeds from the non-public offering were applied for the upgrade and expansion of
our existing production facilities, the construction of new production facilities, and to fund working
capital and other general corporate purpose. These A Shares were listed on the Shenzhen Stock
Exchange on February 12, 2010 and were subject to a lock-up period of 12 months.

In December 2010, after obtaining approvals from the CSRC, we conducted an initial public offering in
Hong Kong and issued 869,582,800 H Shares, with a par value RMB1.00 per share, at HK$14.98 per
share. Our H Shares were listed on the Hong Kong Stock Exchange on December 23, 2010 under the
code +1157Z. In January 2011, we issued an additional 130,437,400 H Shares at HK$14.98 per share
pursuant to the over-allotment option we granted in the initial public offering in Hong Kong.

In June 2011, as approved by the annual general meeting of our shareholders, we changed our name to
Zoomlion Heavy Industry Science and Technology Co., Ltd. In October 2011, we completed the
amendment of our registration with the government authority and the change of name became effective.

” 54 ”






be our subsidiary and we will retain 20% equity interest in the ESM Company. The environmental and
sanitation business contributed 5.9%, 5.8%, 6.4% and 5.2% of our consolidated turnover and 7.6%,
6.1%, 6.1% and 4.4% of our gross profit for 2009, 2010, 2011 and the nine months ended September 30,
2012, respectively. We do not expect the sale of the Proposed Sale Interest will have any material
adverse impact on the Companyes financial conditions or operating results or have any impact on our
ability to sustain our operations.

Our Corporate Structure

We have established and acquired various subsidiaries to carry out different operations, including
research and development, the provision of financing lease services and the manufacture of different



SELECTED FINANCIAL INFORMATION

The following selected historical consolidated balance sheet data as of December 31, 2009, 2010 and
2011, selected historical consolidated statement of comprehensive income data and selected historical
consolidated cash flow data for the years ended December 31, 2009, 2010 and 2011 have been derived
from our audited consolidated financial statements included elsewhere in this offering memorandum.
The following selected historical consolidated balance sheet data as of September 30, 2012 and the
selected historical consolidated statements of comprehensive income data and selected historical
consolidated cash flow data for the nine months ended September 30, 2011 and 2012 have been derived
from our unaudited interim consolidated financial statements included elsewhere in this offering
memorandum. We have prepared the unaudited interim consolidated financial statements on the same
basis as our audited consolidated financial statements. The unaudited interim financial statements
include all adjustments, consisting only of normal recurring adjustments, which we consider necessary
for a fair presentation of our financial position and results of operations for the periods presented.

You should read the selected consolidated financial information in conjunction with those financial
statements and related notes and the section entitled *Managementes Discussion and Analysis of
Financial Condition and Results of OperationsZ included elsewhere in this offering memorandum. Our
consolidated financial statements are prepared and presented in accordance with IFRS. Our historical
results do not necessarily indicate our results expected for any future period.
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Selected Historical Consolidated Statement of Comprehensive Income Data

Year Ended December 31, Nine Months Ended September 30,
2009 2010 2011 2011 2012
RMB % RMB % RMB Us$ % RMB % RMB US$ %
(in millions, except for percentages)

Turnover ................ 20,762 100.0 32,193 100.0 46,323 7,371 100.0 33,207 100.0 39,108 6,222 100.0
Cost of sales and services ... (15,422) (74.3)(22,424) (69.7)(31,316)(4,983) (67.6)(22,532) (67.9)(25,644) (4,080) (65.6)
Gross profit ............. 5,340 25.7 9,769 30.3 15,007 2,388 32.4 10,675 32.1 13,464 2,142 34.4
Other revenues and net

income/(loss). .......... 105 0.5 54 0.2 14 2 ., 73 0.2 (122) (19) (0.3)
Sales and marketing

eXpenses. . ............ (1,250) (6.0) (2,146) (6.7) (3,160) (503) (6.8) (1,955) (5.8) (2,504) (398) (6.4)
General and administrative

eXPEeNnsesS. ............. (878) (4.2) (1,645) (5.1) (1,861) (296) (4.0) (1,485) (4.5) (1,662) (265) (4.3)
Research and development

EXPENSES . .. ...ovun... (194) (0.9) (265) (0.8) (398) (63) (0.9) (241) (0.7) (524) (83) (1.3)
Profit from operations . . ... 3,123 15.1 5,767 179 9,602 1,528 20.7 7,067 21.3 8,652 1,377 22.1

(Loss)/gain on disposal of

subsidiaries and

associates .. ........... ® . w o 12 2 ., 12
Net financecost .. ........

(295) (1.4) (365) (1.1) (36) ® . (16) , (356) (57) (0.9)

Share of profits less losses of

associates . . ........... 6 14 24 4 18 6 1
Profit before taxation 2,828 13.7 5,416 16.8 9,602 1,528 20.7 7,081 21.3 8,302 1,321 21.2
Incometax............... (409) (2.0) (828) (2.6) (1,429) (228) (3.1) (1,089) (3.3) (1,175) (187) (3.0)
Profit for the year/period .. 2,419 11.7 4,588 14.2 8,173 1,300 17.6 5,992 180 7,127 1,134 18.2
Other comprehensive

income for the year/

period (after tax)
Change in fair value of

available-for-sale equity

securities. .. ........ ... 3 . 2 . (2) 0.2y @ . . . .
Oothers. . ................. N N 11 N " N " N N N N N

Exchange differences on
translation of financial
statements of subsidiaries
outside of PRC ......... 4 0.2 (74) (0.2 2 (0.3 , 64 0.2 21 3 0.1

Total other comprehensive
income for the year/
period ................ 47 0.2 (65) (0.2) 3) (0.5 , 63 0.2 21 3 01

Total comprehensive
income for the year/

period ................ 2,466 119 4523 140 8,170 1,300 17.6 6,055 18.2 7,148 1,137 18.3
Profit attributable to:
Equity shareholders of
the Company. . ... .. 2,447 118 4,666 145 8,066 1,283 17.4 5961 180 6,960 1,107 17.8
Non-controlling
interests. .......... (28) (0.1) (78) (0.3) 107 17 0.2 31 01 167 27 04

Total comprehensive
income attributable to:
Equity shareholders of

the Company. . .. ... 2,497 120 4580 142 8,050 1,281 17.4 6,012 18.1 6,982 1,111 17.8
Non-controlling
interests. .......... (31) (0.13) (57) (0.2) 120 19 0.2 43 0.1 166 26 0.5
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Selected Historical Consolidated Balance Sheet Data

As of December 31, As of September 30,
2009 2010 2011 2012
RMB RMB RMB uss$ RMB Uss$
(in millions)

Assets
Non-current assets

Property, plant and equipment. .. ........... 3,683 4,135 4,886 777 6,165 981

Lease prepayments. .. ......... ...t 907 1,119 1,390 221 1,439 229

Intangible assets. . ........... ... ... 1,432 1,256 1,216 193 1,235 197

Goodwill ... ... . 2,082 1,907 1,793 286 1,798 286

Interestsinassociates. .. .................. 71 86 103 17 161 25

Otherfinancialassets .. ................... 15 50 43 7 116 18

Trade and other receivables. . .............. 229 585 912 145 3,405 542

Receivables under finance lease. . .......... 5,060 9,775 12,780 2,033 13,806 2,197

Pledged bank deposits .. .................. 234 185 261 42 628 100

Deferredtaxassets....................... 148 274 317 50 388 62
Total non-currentassets. . ..., 13,861 19,372 23,701 3,771 29,141 4,637
Current assets

INVENTONIES. . .ot e e 6,272 8,678 9,656 1,536 12,088 1,923

Trade and otherreceivables. . .............. 6,265 8,260 13,614 2,166 19,503 3,103

Receivables under finance lease. . .......... 3,283 6,397 7,089 1,128 7,985 1,271

Pledged bank deposits .. .................. 755 1,577 1,481 236 1,569 250

Cashandcashequivalents. . ............... 3,439 18,758 16,002 2,546 16,594 2,640
Totalcurrentassets. . ..., 20,014 43,670 47,842 7,612 57,739 9,187
Total assets. . ... 33,875 63,042 71,543 11,383 86,880 13,824
Liabilities and equity
Current liabilities

Loans and borrowings. .. .................. 8,553 8,107 6,049 962 9,263 1,474

Trade and other payables. . ................ 10,632 17,203 19,314 3,073 24,949 3,970

Incometaxpayable ............. ... .. .... 283 757 1,289 206 1,000 159
Total current liabilities ........................ 19,468 26,067 26,652 4,241 35,212 5,603
Netcurrentassets . ..., 546 17,603 21,190 3,371 22,527 3,584
Total assets less current liabilities. . . ............ 14,407 36,975 44,891 7,142 51,668 8,221
Non-current liabilities

Loans and borrowings. .. .................. 5621 7,690 7,089 1,128 8,660 1,378

Trade and other payables. . ................ 684 1,379 1,789 284 1,831 291

Incometaxpayable ....................... 550 471 418 66 451 72
Total non-current liabilities .................... 6,855 9,540 9,296 1,478 10,942 1,741
Total liabilities ............ ... . i 26,323 35,607 35,948 5,719 46,154 7,344
Netassets. . ..o 7,552 27,435 35595 5,664 40,726 6,480
Capital and reserves

Sharecapital. ........... ... .. ... ... .. ..., 1,673 5,797 7,706 1,226 7,706 1,226

Reserves. ........ ... . i 5,755 21,579 27,701 4,408 32,687 5,201
Total equity attributable to equity shareholders ... 7,428 27,376 35,407 5,634 40,393 6,427
Non-controlling interests ...................... 124 59 188 30 333 53
Totalequity .........co i 7,552 27,435 35595 5,664 40,726 6,480

” 59 ”



Selected Historical Consolidated Cash Flow Data

Year Ended December 31, Nine Months ended September 30,
2009 2010 2011 2011 2012
RMB RMB RMB uss$ RMB RMB USs$
(in millions)
Net cash (used in) / generated from
operating activities . .. ......... (1,366) 451 1,880 299 914 3) "
Net cash used in investing
activities. .. ... L (2,360) (1,833) (1,287) (205) (1,752) (1,859) (296)
Net cash generated from / (used in)
financing activities. . . .......... 3,250 16,755 (3,275) (521) 835 2,449 389
Net increase / (decrease) in cash and
cash equivalents.............. 524 15,373 (2,682) (427) 3 587 93
Effect of foreign exchange rate
changes..................... 2 (54) (74) (12) (98) 5 1
Cash and cash equivalents at the
beginning of the year/period.... 2,913 3,439 18,758 2,985 18,758 16,002 2,546
Cash and cash equivalents at the end
of theyear/period............. 3,439 18,758 16,002 2,546 18,657 16,594 2,640
Other Financial Data
As of or As of or
As of or For the Nine Months For the 12 Months
For the Year Ended December 31, Ended September 30, ended September 30"
2009 2010 2011 2012 2012
RMB RMB RMB USs$ RMB Uss$ RMB uss$
(in millions, unless otherwise stated)
EBITDA®@® .. .......... 3,452 6,182 10,058 1,600 9,027 1,436 11,677 1,858
EBITDA margin®®
(%) ..o 16.6% 19.2% 21.7% 21.7% 23.1% 23.1% 22.4% 22.4%
Interest on loans and
borrowings. .......... 372 403 513 82 582 93 734 117
Totaldeb® ............ 14,174 15,797 13,138 2,090 17,923 2,852 17,923 2,852
Net debt/ (netcas®)® ... 10,735 (2,961) (2,864) (456) 1,329 212 1,329 212
Interest coverage
ratio®®@ (x) .......... 9.3x  15.3x  19.6x 19.6x 15.5x  15.5x 15.9x 15.9x
Leverage rati®@® (x) . ... 4.1x 2.6x 1.3x 1.3x n.ri9) n.m10) 1.5x 1.5x
Net debt / (net cash) to
EBITDA ratio®®) (x) . . . 3.1x (0.5)x  (0.3)x (0.3)x n.M9) n.mo) 0.1x 0.1x

(1) The financial data for the 12 months ended September 30, B0talculated by subtracting the amount for the nine months
ended September 30, 2011 from the amount for 2011, and then adding the amount for the nine months ended September 30,
2012.

(2) EBITDA is calculated from profit from operations, plus depreciation and amortization.

(3) EBITDA margin is calculated by dividing EBITDA by turnover.

(4) Total debt comprises of short-term and long-term loans and borrowings.

(5) Net debt/(net cash) is calculated by subtracting cash and cash equivalents from total debt.
(6) Interest coverage ratio is calculated by dividing EBITDA by interest on loans and borrowings.

(7) Leverage ratio is calculated by dividing total debt by EBITDA.
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(8) Net debt/(net cash) to EBITDA ratio is calculated by dividing net debt/(net cash) by EBITDA.

(9) We have presented various non-GAAP items because we consider them important supplemental measures of our operating
performance and believe they are frequently used by analysts, investors and other interested parties in the evaluation of
companies in our industry. Our management uses these non-GAAP items as additional measurement tools for purposes of
business decision-making. Other companies in our ingustay calculate these non-GAAP items differently than we do.
These non-GAAP items are not measures of operating performance or liquidity under IFRS and should not be considered as
substitutes for, or superior to, operating income or cash flow from operating activities in accordance with IFRS. These non-
GAAP items have limitations as analytical tools, and you should not consider them in isolation or as substitutes for analysis
of our results as reported under IFRS. Our presentation of these non-GAAP items should not be construed as an inference that
our future results will be unaffected by unusual or non-recurring items.

(10) Not meaningful.

The following table sets forth the reconciliation of profit from operations to EBITDA:

Nine Months Ended 12 Months ended
Year Ended December 31, September 30, September 30,
2009 2010 2011 2012 2012
RMB RMB RMB uss RMB uss RMB USs$
(in millions)
Profit from
operations. . . ...... 3,123 5,767 9,602 1,528 8,652 1,377 11,187 1,780
Depreciation and
amortization. . .. ... 329 415 456 72 375 59 490 78
EBITDA ............ 3,452 6,182 10,058 1,600 9,027 1,436 11,677 1,858

The following table sets forth the calculation of our total debt and net debt/(net cash position):

As of December 31, As of September 30,
2009 2010 2011 2012
RMB RMB RMB Us$ RMB Us$
(in millions)

Short-term loans and borrowings. . ............. 8,553 8,107 6,049 962 9,263 1,474
Long-term loans and borrowings. . ............. 5,621 7,690 7,089 1,128 8,660 1,378
Totaldebt. . ........ ... .. 14,174 15,797 13,138 2,090 17,923 2,852
Cashandcashequivalents. . .................. (3,439) (18,758) (16,002) (2,546) (16,594) (2,640)
Netdebt/(netcash). .......................... 10,735 (2,961) (2,864) (456) 1,329 212

The following table sets forth the calculation of our interest coverage ratio:

Nine Months Ended 12 Months ended
Year Ended December 31, September 30, September 30,
2009 2010 2011 2012 2012
RMB RMB RMB uss RMB Uss$ RMB Us$
(in millions, unless otherwise stated)
EBITDA ............ 3,452 6,182 10,058 1,600 9,027 1,436 11,677 1,858

Interest on loans and
borrowings



MANAGEMENTS DISCUSSION AND ANALYSIS OF FINANCIAL
CONDITION AND RESULTS OF OPERATIONS

You should read the following discussion and analysis of our financial condition and results of
operations together with our consolidated financial statements as of and for each of the years ended
December 31, 2009 2010 and 2011 and as of and for the nine months ended September 30, 2012 and
the accompanying notes included elsewhere in the offering memorandum.



FACTORS AFFECTING OUR FINANCIAL CONDITION AND RESULTS OF OPERATIONS

We believe the most significant factors that directly or indirectly affect our financial performance and
results of operations include:

— general economic conditions in China,;

— product mix and our ability to offer new products;

— our ability to manage and expand our scale of operation globally;
— our ability to control our production costs; and

— our ability to effectively manage our finance lease services.
General Economic Conditions in China

We derived substantially all of our consolidated turnover from the sales of our products in China
during 2009, 2010, 2011 and the nine months ended September 30, 2012. Demand for construction
machinery is affected by the general economic conditions in China. Historically, our business
expansion and the growth of the construction machinery industry have been driven by the rapid
economic growth in China and the associated urbanization and increase in fixed asset investments. In
recent years, China has been one of the fastest growing economies in the world. Between 2001 and
2011, Chinaes GDP increased from approximately RMB11.0 trillion to approximately RMB47.2
trillion, representing a CAGR of 15.7%. As a result of the strong economic growth, China has
experienced an ongoing urbanization and industrialization process and a significant increase in the
general publices spending power in China. The urbanization level in China increased from 35.8% in
2000 to 50.6% in 2011, according to the statistics published by the United Nations. The urbanization
level in China is estimated to be 54.2% and 58.9% in 2015 and 2020, respectively, according to
Euromonitor International Ltd, a London-based intelligence firm. The urbanization of and the
increasing spending power in China have led to increasing demand for infrastructure, industrial,
commercial and residential developments. Fixed asset investment in urban areas in China increased
from approximately RMB3.0 trillion in 2001 to approximately RMB30.2 trillion in 2011, according to

the National Bureau of Statistics, representing a CAGR of 26.0%. Meanwhile, our growth has benefited
from Chinaes favorable government policies toward fixed asset investments and the infrastructure
sector, including favorable government infrastructure investment policies to expand, modernize and
upgrade Chinaes infrastructure system. We expect the urbanization and the increases in infrastructure
and fixed asset investment in China to continue as the economy continues to grow, which in turn will
drive the growth of the construction machinery industry. In particular, according to China Construction
Machinery Association, or the CCMA, the market for construction machinery in China is expected to
reach RMB900 billion in 2015. As a leading manufacturer of construction machinery in China, we
believe we are well positioned to take advantage of the growth of the construction machinery industry
in China. However, in 2012, the economic growth in China slowed down and resulted in a downturn in
the construction machinery industry. While we were able to sustain our growth in the nine months
ended September 30, 2012, if Chinass economic growth continues to slow down and the economy
deteriorates, the construction machinery industry could suffer further, which may materially and
adversely affect our financial condition and results of operations.
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Product Mix and Our Ability to Offer New Products

Our turnover is primarily affected by the sales volume and, to a lesser extent, by fluctuations in the
selling prices of our products. The profitability of our products varies across our product lines.
Changes in product mix have in the past affected, and are expected to continue to affect, our turnover
and gross margin. From time to time, we adjust our product mix across product lines and within
specific product lines to capitalize on the prevailing market demand and maximize our overall
turnover. Meanwhile, our capability to offer new products and improve existing products has been and
is expected to be an important driver to increase our turnover and profitability.

We derived the majority of our turnover from sales of concrete machinery and crane machinery, which
in aggregate accounted for 74.5%, 78.2%, 79.5%, 79.0% and 80.6% of our consolidated turnover for
each year of 2009, 2010, 2011 and the nine months ended September 30, 2011 and 2012, respectively.
We expect sales of our concrete machinery and crane machinery to continue to increase in absolute
terms and continue to be a major source of our turnover. However, we expect the turnover generated
from the sales of concrete machinery and crane machinery to decrease as a percentage of our
consolidated turnover in the future with the expansion of our other product lines. Furthermore, in view
of Chinaes ongoing urbanization and significant investment in infrastructure projects, we believe there
is strong growth potential in the earth working machinery market. As a result, we aim to focus on the
growth of this product line to capitalize on prevailing industry trends, we expect sales of our earth
working machinery to increase in absolute terms and as a percentage of our consolidated turnover.

We believe that our comprehensive product offerings, including innovative products and the flexibility
in adjusting our product mix, allows us to respond to different market conditions in a timely manner
and maintain relatively stable and high turnover and profitability.

Our Ability to Manage and Expand our Scale of Operations Globally

In order to capture the market opportunity, we are currently expanding, and will continue to expand,
our scale of operations in China and globally by establishing new manufacturing and research and
development facilities, expanding our distribution and service network and selectively conducting
strategic acquisitions and alliances. By doing so, we may broaden our customer base, expand our
product offerings, enhance our research and development capabilities and increase our manufacturing
capacity and capabilities. In particular, we intend to expand our global footprint and the overseas sales
of our products so as to capitalize on the growing international demand for competitively priced
construction machinery manufactured in China. By expanding our distribution and service network
overseas, we may strengthen our ability to provide value-added services to our customers in the
overseas market and increase our sales in the overseas market. All of the measures mentioned above
may increase our turnover or our profitability. An increase in our sales from the overseas market will
also diversify the geographic concentration of our sources of turnover, which may help reduce our
reliance on the demand for our products within China and limit our exposure to any adverse changes in
Chinaes economic conditions and the PRC governmentes policies which might affect the sales of our
construction machinery.
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However, expanding our scale of operations globally, including strategic acquisitions and alliances, is
associated with high investment costs. If we are unable to balance the costs of establishing additional
manufacturing and research and development facilities with the growth in demand for our products or
if such investment costs are higher than we expect, we may be unable to generate an adequate return
for such investments and may experience an increase in financial obligations and unit manufacturing
costs that may negatively affect our results of operations. In order to sell our products in certain
jurisdictions, we may need to refine or enhance certain products to meet the applicable regulatory
requirements for that jurisdiction, which would increase our aggregate manufacturing costs.
Furthermore, the parts depots and after-sales services centers, as well as the additional overseas branch
offices and representative offices we plan to establish as part of our distribution and service network
expansion plan will also result in an increase in our operating expenses.

Our Ability to Control Our Production Costs

In 2009, 2010, 2011 and the nine months ended September 30, 2011 and 2012, costs of raw materials,
parts and components amounted to RMB14,281 million, RMB20,740 million, RMB29,463 million
(US$4,688 million), RMB21,127 million and RMB24,286 million (US$3,864 million), respectively,
representing 68.8%, 64.5%, 63.7%, 63.6% and 62.1% of our consolidated turnover for the respective
periods. The key raw materials, parts and components for our production include steel, branded chassis
and hydraulic pumps, valves and cylinders. The production costs of our products are subject to
fluctuations in the prices of steel and steel components. In recent years, market demand for steel has been
strong. There are a limited number of steel suppliers and it may be difficult for us to find alternative
suppliers for steel when demand exceeds supply. Due to strong market demand, supply of certain
imported parts and components, including branded chassis and hydraulic pumps, valves and cylinders,
may be limited. As a result, we typically keep higher levels of inventories of certain imported parts and
components for which the supply may be limited. As we expand our scale of operation and as we gain
better access to foreign-based suppliers through the integration of CIFA, we are able to enter into
strategic framework agreements with certain suppliers to ensure a sufficient supply of high-quality raw
materials, parts and components at relatively lower prices on a sustainable basis. While we have not
experienced significant increases in our cost of labor in the past, the competitive environment in which
we operate and the continued economic growth in China will continue to increase demand for skilled
labor, which we believe may increase our cost of labor in the future. Starting in 2010, we have increased
the use of third-party contractors to manufacture and assemble certain of our products. We believe the
increase in use of third-party contractors further helps to control our production costs, as we are able to
avoid the capital investment and depreciation and amortization associated with the expansion of our
in-house production capacity.

We have taken initiatives in recent years to improve our manufacturing efficiency, such as improving
our manufacturing technology and equipment and reorganizing our manufacturing activities among
different facilities to improve efficiency and manufacturing cycle times and increase the flexibility of
our manufacturing processes. However, if we are unable to continue to improve our manufacturing
efficiency, thereby controlling our manufacturing costs, we may not be able to maintain or continue to
improve our gross margin, which may have an adverse affect on our results of operations.
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Our Ability to Effectively Manage Our Finance Lease Services

We started providing finance lease services as a payment option to our customers in 2007. The finance
lease contracts are generally for two to four years. For certain products that have longer useful lives,
such as tower cranes, crawler cranes and large-capacity truck cranes, we may extend the length of the
lease to five years. The length of a finance lease contract is typically much shorter than the useful life
of the leased equipment. Terms of the finance lease contracts are determined based on various factors,
including our customer relationship and their credit quality. We believe finance lease services provide
customers with an additional flexible payment option, which may help attract more customers and
increase the sales of our products. Sales of our products under finance lease arrangement increased
rapidly and contributed significantly to our turnover growth in 2009, 2010, 2011 and the nine months
ended September 30, 2011 and 2012. During the same periods, sales of our products under finance
lease arrangement amounted to RMB7,463 million, RMB9,720 million, RMB15,586 million (US$2,480
million), RMB9,589 million and RMB11,925 million (US$1,897 million), respectively, which
accounted for 36.6%, 31.2%, 34.8%, 29.9% and 31.5% of the turnover from sales of our products for
the respective periods.

We receive the sale proceeds generated through finance lease services in periodic installments.
Although our sales of machinery products under finance lease arrangement are recognized as turnover
once we deliver the products to our customers, we would not receive the full amount of the sale
proceeds in cash until the end of the finance lease contracts. The lease payments we are entitled to but
have not yet received under the finance lease contracts are accounted for as receivables under finance
lease. As a result, while our turnover and profits from operations continued to grow, we recorded



DESCRIPTION OF SELECTED PRINCIPAL C OMPONENTS OF CONSOLIDATED STATEMENTS
OF COMPREHENSIVE INCOME

Turnover

We generate turnover primarily from the following operating segments:
— Concrete machinery;

— Crane machinery;

— Environmental and sanitation machinery;

— Road construction and pile foundation machinery;

— Earth working machinery;

— Material handling machinery and systems; and

— Finance lease services.

The following table sets forth the breakdown of our consolidated turnover py our operating segments,
and each expressed as a percentage of our consolidated turnover, for the periods indicated:
ine Months Ended
Year Ended December 31, September 30,
2009 2010 2011 2011 2012
RMB % RMB % RMB US§ % RMB /% RMB US$ %
(in millions, except for percentages)

Concrete machinery. . ... 7,157 345 14,085 43.8 21,212 3,375 458 15009 452 21,185 3,371 54.2
Crane machinery. ....... 8,298 40.0 11,077 344 15618 2,485 33.7 11,205 33.8 10,341 1,645 26.4
Environmental and

sanitation machinery ... 1,230 59 1,874 58 2,978 474 6.4 / 2,033 6.1 2,040 324 5.2
Road construction and pile

foundation machinery . . . 787 3.8 1,246 3.9 1,737 276 3.7/ 1,304 39 1,087 173 2.8
Earth working
machinery. ........... 445 2.1 772 2.4 1,048 167 2.3 912 27 1,748 278 4.5

Material handling
machinery and
systems.............. 873 4.2 422 1.3 504 80

. 403 1.2 269 43 0.7
Finance lease services. . . 397 1.9 1,043 3.2 1,583 252 3

1,116 34 1,219 194 3.1




Sales of our environmental and sanitation machinery and our earth working machinery have also
increased significantly in 2009, 2010 and 2011 as a result of strong market demand driven by Chinaes
ongoing urbanization and significant investment in infrastructure projects. Such increase was also due
to our strategy to devote more sales and marketing and other resources in these two segments in order



the overseas sales are higher and lower, respectively, for¢hevant periods than the amounts and percentages presented
in the table above. We believe the geographic classificatiorisbased in the above presentation provides investors with
additional information about the turnover from our domestic and overseas end-users.

From 2009 to 2010, sales of our products to overseas end-users decreased by 29.5% in absolute terms
and from 12.6% to 5.7% as a percentage of our consolidated turnover. The decrease was primarily due
to (i) the decrease in the purchasing power of customers in the overseas markets where our
performance has traditionally been strong, such as the Persian Gulf countries, Russia and India, and
(ii) a stronger economic recovery and corresponding stronger demand for our products in China, and
our strategy to prioritize sales to domestic customers. From 2010 to 2011, sales of our products to
overseas end-users increased by 39.3% in absolute terms and remained stable at 5.5% as a percentage
of our consolidated turnover. Turnover from the sales of our products to overseas end-users increased
by 42.1% in absolute terms for the nine months ended September 30, 2012 compared to the same
period in 2011 and increased from 5.6% to 6.7% as a percentage of our consolidated turnover during
such period. The growth in our overseas sales both in terms of absolute terms and as a percentage of
our consolidated turnover is primarily attributable to growth in the South and Central American, Asia
Pacific and African markets.

Our products have been sold to a diversified customer base and for each of the years ended
December 31, 2009, 2010, 2011 and the nine months ended September 30, 2012, we did not have a
single customer, including sales to our dealers, which accounted for more than 10.0% of our
consolidated turnover on an individual basis.

Cost of Sales and Services

Our cost of sales and services primarily consists of:

— raw materials, i.e., costs of raw materials, parts and components, including steel, branded
chassis, hydraulic parts and components, engines, tires and electric controls, and a variety of
other raw materials and fabricated or manufactured components;

— staff costs, including salaries and benefits for personnel directly involved in manufacturing
activities;

— depreciation and amortization of property, plant and equipment used for manufacturing
purposes;

— costs of finance lease services, including fees, other surcharges and interest related to factoring
of receivables under finance lease; and

— others, including manufacturing overhead, such as maintenance of production equipment and
utility costs, including electricity, steam and water and costs associated with waste treatment.
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The following table sets forth the major components of our cost of sales and services both in absolute
terms and as a percentage of our consolidated turnover for the periods indicated:

Year Ended December 31, Nine Months Ended September 30,

2009 2010 2011 2011 2012
RMB % RMB % RMB uss % RMB % RMB Uss %
_(in millions, except f?percentages)

Raw materials. . .......... 14,281 68.8 20,740 64.5 29,463 4,688 63.7 21,127 63.6 24,286 3,864 62.1
Staffcosts............... 533 2.6 842 2.61,047 167 2.3 777 2.3 902 144 2.3
Depreciation and

amortization. ........... 150 0.7 239 0.7 253 40 0.5 199 0.6 202 32 05
Costs of finance lease

Services............... 165 0.8 354 1.1 207 33 04 181 0.6 34 5 01
Others .................. 293 1.4 249 0.8 346 55 0.7 248 0.8 220 35 0.6
Total cost of sales and

SEIvViCeS . .............. 15,422 74.3 22,424 69.7 31,316 4,983 67.6 22,532 67.9 25,644 4,080 65.6

Costs of raw materials, parts and components account for the majority of our cost of sales and services.
As a percentage of our consolidated turnover, costs of raw materials, parts and components as well as
our staff costs have been relatively stable in 2009, 2010 and 2011. In the nine months ended
September 30, 2012, costs of raw materials decreased as a percentage of our consolidated turnover
compared with the same period in 2011 as the prices of steel decreased, which was due to the general
economic condition in China in 2012.

The following table sets forth the breakdown of our cost of sales and services by our operating
segments, and each expressed as a percentage of our segment turnover, for the periods indicated:

Year Ended December 31, Nine Months Ended September 30,

2009 2010 2011 2011 2012
RMB % RMB % RMB uss % RMB % RMB uUss %
_(in millions, except f?percentages)_

Concrete machinery. ... ... 5115 71.5 9,575 68.0 13,668 2,175 64.4 9,638 64.2 13,316 2,119 62.9
Crane machinery.......... 6,335 76.3 7,995 72.2 11,595 1,845 74.2 8,351 745 7,503 1,194 72.6
Environmental and sanitation

machinery ............. 82467.0 1,282 68.4 2,061 328 69.2 1,392 68.5 1,447 230 70.9
Road construction and pile

foundation machinery. . . . 527 67.0 765 614 1,072 170 61.7 802 61.5 629 100 57.9
Earth working machinery ... 373 83.8 607 78.6 834 133 79.6 744 816 1,375 219 78.7
Material handling machinery

andsystems........... 787 90.1 390 924 453 72 89.9 363 90.1 237 38 88.1
Finance lease services . . . . 165 41.6 354 33.9 207 33 13.1 181 16.2 34 5 28

Total cost of sales and
services of reportable

segments. ............. 14,126 73.6 20,968 68.7 29,890 4,756 66.9 21,471 67.1 24,541 3,905 64.8
All other segments. ....... 1,296 ﬁ:’. 1,456i7.0 1,426 227_86.8 1,061_86.6 1,103 E 90.5
Total cost of sales and

Services............... 15,422 ﬂB 22,424&9.7 31,316 4,9&&67.6 22,52 67.9 25,644 4&0 65.6

Our cost of sales and services as a percentage of our consolidated turnover decreased from 74.3% in
2009 to 69.7% in 2010 and further decreased to 67.6% in 2011. Our cost of sales and services as a
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percentage of our consolidated turnover further decreased to 65.6% for the nine months ended
September 30, 2012 from 67.9% for the same period in 2011. The fluctuation of cost of sales and
services as a percentage of turnover from the sales of our concrete machinery and crane machinery was
primarily driven by the change of product mix and fluctuations in selling prices. For example, in 2009,
sales of compact truck cranes, which have lower selling prices and lower profit margins, increased in
absolute terms and as a percentage of our total sales of crane machinery, due to the global economic
downturn that led to a decrease in the number of large-scale construction projects. The increase in sales
volume of concrete machinery that is technologically advanced and enjoys higher profit margins led to
decreases in cost of sales and services as a percentage of turnover from the sales of our concrete
machinery in 2009, 2010 and 2011. In 2011, cost of sales and services as a percentage of our
consolidated turnover from the sales of our concrete machinery decreased from 68.0% to 64.4%,
mainly because the sales of our advanced truck-mounted concrete pumps with longer concrete placing
booms which have higher profit margins, increased in absolute terms and as a percentage of our total
sales of concrete machinery. In the nine months ended September 30, 2012, cost of sales and services
as a percentage of our consolidated turnover from the sales of our concrete machinery further
decreased to 62.9% from 64.2% for the same period in 2011, primarily due to an increase in sales of
our advanced truck-mounted concrete pumps with long carbon fiber concrete placing booms that have
higher profit margins and a decrease in prices of raw materials. Meanwhile the cost of sales and
services as a percentage of our consolidated turnover from the sales of our crane machinery increased
from 72.2% for 2010 to 74.2% for 2011, mainly because the sales of our small-capacity tower cranes,
which have lower profit margin, increased in absolute terms and as a percentage of our total sales of
crane machinery. In the nine months ended September 30, 2012, cost of sales and services as a
percentage of our consolidated turnover from the sales of our crane machinery decreased to 72.6%
from 74.5% for the same period in 2011, primarily due to an increase in sales of medium- to large-
capacity tower crane as a percentage of our total sales of crane machinery and a decrease in prices of
raw materials.

Gross Profit

The following table sets forth the gross profit and gross margin breakdown by operating segments, for
the periods indicated:
Nine Months Ended
Year Ended December 31, September 30,
2009 2010 2011 2011 2012
RMB % RMB % RMB US$ % RMB % RMB US$ %
(in millions, except for percentages)

Concrete machinery. . .. ... 2,042 285 4510 320 7,544 1,200 35.6 5371 35.8 7,869 1,252 37.1
Crane machinery......... 1,963 237 3,082 278 4,023 640 25.8 2,854 255 2,838 452 27.4
Environmental and sanitation

machinery............. 406 33.0 592 31.6 917 146  30.8 641 315 593 94 29.1
Road construction and pile

foundation machinery . . . 260 33.0 481  38.6 665 106  38.3 502 385 458 73 42.1
Earth working machinery . .. 72 16.2 165 214 214 34 204 168 18.4 373 59 21.3
Material handling machinery

andsystems........... 86 9.9 32 7.6 51 8 10.1 40 9.9 32 5 11.9
Finance lease services.. . . . 232 58.4 689 66.1 1,376 219 86.9 935 83.8 1,185 189 97.2
Total gross profits of

reportable segments. ... 5,061 264 9551 31.3 14,790 2,353 33.1 10,511 329 13,348 2,124 35.2
Other non-reportable

segments. ............. 279 177 218 130 217 35 13.2 164 134 116 18 9.5
Total gross profits .. ... ... 5,340 57 9,769 303 15007 2,388 324 10,675 321 13,464 2,142 34.4%
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Our overall gross margin increased from 25.7% in 2009 to 30.3% in 2010 and further increased to
32.4% in 2011. In the nine months ended September 30, 2012, our overall gross margin increased to
34.4% from 32.1% for the same period in 2011. The fluctuation of gross margin for each segment is
directly related to the changes in cost of sales and services as a percentage of consolidated turnover for
the respective segment as discussed above.

Other Revenues and Net Income/(Loss)

Other revenues and net income/(loss) include government grants and other income and expenses.
Government grants mainly include value-added tax refunds for enterprises located in certain locations
and other grants we receive from the PRC government, which resemble government operating
subsidies. In 2009, 2010, 2011 and the nine months ended September 30, 2011 and 2012, we
recognized government grants in the amount of RMB74 million, RMB70 million, RMB87 million
(US$14 million), RMB72 million and RMB52 million (US$8 million) respectively. This has not been

and is not expected to be a steady or significant revenue source for us.

Operating Expenses

Our operating expenses include sales and marketing expenses, general and administrative expenses and
research and development expenses.

Sales and Marketing Expenses

Sales and marketing expenses consist primarily of salaries and benefits for our sales and marketing
personnel, commissions paid to third-party dealers, advertising expenses, sales-related travel expenses,
transportation expenses and other sales and marketing expenses.

General and Administrative Expenses

General and administrative expenses consist primarily of salaries and benefits for our administrative,
finance and human resources personnel, fees and expenses of legal, accounting and other professional
services, insurance expenses, general and administrative-related travel expenses, depreciation of
equipment and facilities used for administrative purposes, and other expenses associated with our
administrative offices.

Research and Development Expenses

Research and development expenses consist of salaries and benefits for our research and development
personnel, material costs consumed in our research and development activities, payments to
subcontractors and travel expenses incurred relating to research and development activities.

Net Finance Costs

Our net finance costs represent finance income, consisting primarily of interest income on bank
deposits, net of interest expenses on bank borrowings, short-term debentures and other borrowings
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from other financial institutions less interest expenses capitalized during construction in progress. Our
net finance costs are primarily affected by the outstanding amount of borrowings and applicable
interest rates. The interest expense related to factoring of receivables under finance lease is not
included in net finance costs but in the costs of finance lease services because it is considered to be a
direct cost of our finance lease services.

CRITICAL ACCOUNTING POLICIES AND ESTIMATES

The discussion and analysis of our financial position and results of operations are based on our
consolidated financial statements prepared in accordance with IFRS. Our financial position and results
of operations are sensitive to accounting methods, assumptions and estimates that underlie the
preparation of the consolidated financial statements. The estimates and assumptions are based on
historical experience and on other factors that are believed to be reasonable under the circumstances,
the results of which form the basis of making the judgments about matters that are not readily apparent
from other sources. The estimates are reviewed on an ongoing basis. Actual results may differ from
those estimates as facts, circumstances and conditions change. We believe the following critical
accounting policies involve the most significant judgments and estimates used in the preparation of our
consolidated financial statements.

Impairment of trade receivables

We review trade receivables that are stated at cost or amortized cost at each balance sheet date to
determine whether there is objective evidence of impairment. Objective evidence of impairment
includes observable data that comes to our attention about one or more of the following loss events:

— significant financial difficulty of the debtor;

— a breach of contract, such as a default or delinquency in interest or principal payments;

— it becoming probable that the debtor will enter bankruptcy or other financial reorganization;

— significant changes in the technological, market, economic or legal environment that have an
adverse effect on the debtor; and

— a significant or prolonged decline in the fair value of an investment in equity instrument below
its cost.

If objective evidence of impairment exists, the impairment loss is measured as the difference between
the assetes carrying amount and the present value of estimated future cash flows, discounted at the
financial assetes original effective interest rate (i.e. the effective interest rate computed at initial
recognition of these assets), where the effect of discounting is material. We first assess whether
objective evidence of impairment exists for financial assets that are individually significant. The
assessment is then made collectively for financial assets carried at amortized cost which are not
individually significant but share similar credit risk characteristics, and have not been individually
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assessed as impaired. We assess future cash flows of financial assets for impairment collectively based
on the ageing of the accounts receivable balance, customer credit-worthiness, and historical write-off
experience. If the financial condition of the customers were to deteriorate, actual write-offs could be
higher than expected and could significantly affect the results of future periods.

Warranty provision

We make product warranty provision based on our best estimate of the expected settlement under the
sales agreements in respect of products sold which are still within the warranty period. The amount of
provision takes into account our recent claim experience, historical warranty data and a weighing of all
possible outcomes against their associated probabilities. As we are continually upgrading our product
designs and launching new models, it is possible that our recent claim experience is not indicative of
future claims that we will receive in respect of past sales. Any increase or decrease in the provision
would affect profit or loss in future years.

Write-down of inventories

Inventories are carried at the lower of cost and net realizable value. Net realizable value is the
estimated selling price in the ordinary course of business less the estimated costs of completion and the
estimated costs necessary to make the sale. We estimate the net realizable value of inventories by
taking into account recent selling prices and forecasted market demand. Based on this review,
inventories will be written-down to net realizable value when the net realizable value of inventories is
lower than the cost. Future write-downs could affect our financial results in future periods. Moreover,
the actual realized value of the inventories may be significantly different from the estimated amount at
the balance sheet date.

Impairment of long-lived assets

We review internal and external sources of information at each balance sheet date to identify
indications that the following assets may be impaired or, except in the case of goodwill, an impairment
loss previously recognized no longer exists or may have decreased:

— property, plant and equipment;

— lease prepayments;

— intangible assets; and

— goodwill.

If any circumstances indicate that the carrying amount of a long-lived asset may not be recoverable,
the assets may be considered «impaired.Z The carrying amounts of our long-lived assets (except for
goodwill and trademarks with indefinite useful lives) are reviewed periodically to determine whether
there is any indication of impairment. These assets are tested for impairment whenever events or
changes in circumstances indicate that their recorded carrying amounts may not be recoverable. For

goodwill and trademarks with indefinite useful lives, the impairment testing is performed at least
annually at the end of each year.
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The recoverable amount of an asset is the greater of its fair value less costs to sell and value in use. In
assessing value in use, the estimated future cash flows are discounted to their present value using a
pre-tax discount rate that reflects current market assessments of the time value of money and the risks
specific to the asset. Where an asset does not generate cash inflows largely independent of those from
other assets, the recoverable amount is determined for the smallest group of assets that generates cash
inflows independently (i.e., a cash-generating unit).

An impairment loss is recognized in profit or loss if the carrying amount of an asset, or the cash-
generating unit to which it belongs, exceeds its recoverable amount. Impairment losses recognized in
respect of cash-generating units are allocated first to reduce the carrying amount of any goodwill
allocated to the cash-generating unit (or group of units) and then to reduce the carrying amount of the
other assets in the unit (or group of units) on a pro rata basis, except that the carrying value of an asset
will not be reduced below its individual fair value less costs to sell, or value in use, if determinable.

It is difficult to precisely estimate the selling prices of our long-lived assets because quoted market
prices for such assets may not be readily available. In determining the value in use, expected future
cash flows generated by the asset are discounted to their present value, which requires significant
judgment relating to level of revenue, amount of operating costs and applicable discount rate. We use
all readily available information in determining an amount that is a reasonable approximation of the
recoverable amount, including estimates based on reasonable and supportable assumptions and
projections of revenue and amount of operating costs.

Changes in these estimates could have a significant impact on the carrying values of our assets and
could result in additional impairment charges or reversals of impairment in future periods.

Depreciation and amortization

Property, plant and equipment are depreciated on a straight-line basis over the estimated useful lives of
the assets, after taking into account their estimated residual value, if any. We review the estimated

useful lives and residual values of the assets annually in order to determine the amount of depreciation
expense to be recorded during any reporting period. The useful lives and residual values are based on
our historical experience with similar assets and take into account anticipated technological changes.

The depreciation expense for future periods is adjusted if there are significant changes from previous

estimates.

Amortization of intangible assets with finite useful lives is recognized on a straight-line basis over the
respective intangible assetse estimated useful lives. We review the estimated useful lives annually in
order to estimate the amount of amortization expense to be recorded during any reporting period. The
estimated useful lives are based on the estimated periods over which future economic benefits will be
received by us and take into account the level of expected future competition, the risk of technological
or functional obsolescence of its services, and expected changes in the regulatory and social
environment. The amortization expense for future periods is adjusted if there are significant changes
from previous estimates.
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Intangible assets are not amortized while their useful lives are assessed to be indefinite. Any
conclusion that the useful life of an intangible asset is indefinite is reviewed annually to determine
whether events and circumstances continue to support the indefinite useful life assessment for that
asset. If they do not, the change in useful life assessment from indefinite to finite is accounted for
prospectively from the date of change and in accordance with the policy for amortization of intangible
assets with finite lives as set out above.

TAXATION

In 2009, 2010, 2011 and the nine months ended September 30, 2012, we were primarily subject to
taxation in the PRC, Hong Kong and Italy.

Taxation in the PRC

Under the EIT Law and its implementation rules that became effective on January 1, 2008, enterprises
are typically subject to a uniform tax rate of 25%.

According to the EIT Law and its implementation rules, several of our subsidiaries qualified as high-
tech enterprises under the EIT Law and its implementation rules are entitled to a preferential income
tax rate of 15%. In 2011, we and certain of our subsidiaries obtained the renewal approval to be
qualified as a high-tech enterprise and were consequently subject to a preferential income tax rate of
15% for 2011, 2012 and 2013. Furthermore, under the EIT Law and its implementation rules, a 50%
additional tax deduction is allowed for qualified research and development expenses.

In 2009, one of our subsidiaries was recognized as a high-tech enterprise for 2009, 2010 and 2011, and
its income tax rate was reduced from 25% in 2008 to 15% for 2009, 2010 and 2011 as a result.
Currently, we are in the process of applying for renewal of the qualification.

Taxation in Hong Kong and Italy

Our subsidiaries in Hong Kong are subject to Hong Kong profits tax at a rate of 16.5% for 2009, 2010,
2011 and the nine months ended September 30, 2012. No provision for the Hong Kong profits tax was
made during 2009, 2010 and 2011, as these subsidiaries either derived no income subject to Hong
Kong profits tax or sustained tax losses for Hong Kong profits tax purposes during the periods.

Our subsidiaries in Italy, including CIFA and its respective subsidiaries, were subject to income tax at
rates ranging from 27.5% to 31.4% for 2009, 2010, 2011 and the nine months ended September 30,
2012.

” 76 ”



RESULTS OF OPERATIONS

The following table sets forth a summary, for the periods indicated, of our consolidated results of
operations. Each item has also been expressed as a percentage of our consolidated turnover. Our
historical results presented below are not necessarily indicative of future results.

Year Ended December 31, Nine Months Ended September 30,
2009 2010 2011 2011 2012
RMB % RMB % RMB uss % RMB % RMB uss$ %
(in millions, except for percentages)
Turnover. ...... 20,762 100.0 32,193 100.0 46,323 7,371 100.0 33,207 100.0 39,108 6,222 100.0
Cost of sales and
services. ... .. (15,422) (74.3) (22,424) (69.7) (31,316) (4,983) (67.6) (22,532) (67.9) (25,644) (4,080) (65.6)

Gross profit .. .. 5,340 25.7 9,769 30.3 15,007 2,388 324 10,675 32.1 13,464 2,142 34.4
Other revenues

and net

income/

(loss). ....... 105 05 54 0.2 14 2, 73 02 (122) (19) (0.3)
Sales and

marketing

expenses .... (1,250) (6.0) (2,146) (6.7) (3,160) (503) (6.8) (1,955) (5.8) (2,504) (398) (6.4)
General and

administrative

expenses .... (878) (4.2) (1,645) (5.1) (1,861) (296) (4.0) (1,485) (4.5) (1,662) (265) (4.3)
Research and

development

expenses .... (194) (0.9) (265) (0.8) (398) (63) (0.9) (241) (0.7) (524) (83) (1.3)

Profit from

operations . . . 3,123 15.1 5,767 17.9 9,602 1,528 20.7 7,067 21.3 8,652 1,377 22.1
(Loss)/gain on

disposal of

subsidiaries

and

associates. . . . ®) . » . 12 2 \ 12 ” ” » »

Net finance

CoStS........ (295) (1.4) (365) (1.1) (36) 6) . (16) , (356) (57) (0.9)
Share of profits

less losses of

associates. . . . 6 , 14 Y 24 4 , 18 Y 6 1 R

Profit before

taxation ..... 2,828 13.7 5,416 16.8 9,602 1,528 20.7 7,081 21.3 8,302 1,321 21.2
Income tax

expense . .... (409) (2.0) (828) (2.6) (1,429) (228) (3.1) (1,089) (3.3) (1,175) (187) (3.0)
Profit for the

year/period .. 2,419 11.7 4588 14.2 8,173 1,300 17.6 5992 18.0 7,127 1,134 18.2

Nine months ended September 30, 2012 compared to nine months ended September 30, 2011

Turnover Our turnover increased by 17.8% from RMB33,207 million for the nine months ended
September 30, 2011 to RMB39,108 million (US$6,222 million) for the nine months ended
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September 30, 2012. The increase was primarily driven by strong market demand for construction
machinery and sales of our new products. In particular, turnover from sales of our concrete machinery
increased by 41.1% from RMB15,009 million for the nine months ended September 30, 2011 to
RMB21,185 million (US$3,371 million) for the nine months ended September 30, 2012. This was
mainly due to a significant increase in the sales volume of our advanced truck-mounted concrete pumps
with long carbon fiber concrete placing booms for the nine months ended September 30, 2012.
Turnover from sales of our crane machinery decreased by 7.7% from RMB11,205 million for the nine
months ended September 30, 2011 to RMB10,341 million (US$1,645 million) for the nine months
ended September 30, 2012. The decrease was primarily attributable to weaker market demand for truck
cranes, which was due to a slower economic growth in China during such period. The decrease in sales
of truck cranes was partially offset by an increase in sales of tower cranes, which was primarily
attributable to the increase in our penetration into additional markets, particularly the second- and
third-tier cities.

Cost of sales and service®ur cost of sales and services increased by 13.8% from RMB22,532 million
for the nine months ended September 30, 2011 to RMB25,644 million (US$4,080 million) for the nine
months ended September 30, 2012 due to the increase in our sales, resulting from our continued growth
and expansion.

Gross profit As a result of the foregoing, our gross profit increased by 26.1% from RMB10,675
million for the nine months ended September 30, 2011 to RMB13,464 million (US$2,142 million) for
the nine months ended September 30, 2012, and our gross margin increased from 32.1% for the nine
months ended September 30, 2011 to 34.4% for the nine months ended September 30, 2012, as we
continued to optimize our product mix. In particular, the gross margin for our concrete machinery
segment, which represented 54.2% of our consolidated turnover for the nine months ended September
30, 2012, increased to 37.1% for the nine months ended September 30, 2012 from 35.8% for the same
period in 2011, primarily due to the increase in sales of our truck-mounted concrete pumps with long
carbon fiber concrete placing booms which carry higher selling prices and higher profit margins. Gross
margin of our crane machinery segment, which represented 26.4% of our consolidated turnover for the
nine months ended September 30, 2012, increased to 27.4% for the nine months ended September 30,
2012 from 25.5% for the same period in 2011, primarily due to the decrease in the prices of our raw
materials.

Other revenues and net (loss)/inconWe recorded other revenues and net loss of RMB122 million for

the nine months ended September 30, 2012, while we recorded other revenues and net income of
RMB73 million for the nine months ended September 30, 2011. This was primarily due to the expenses
we incurred in connection with the sale of certain of our trade receivables in the nine months ended
September 30, 2012.

Sales and marketing expensé&3ur sales and marketing expenses increased by 28.1% from RMB1,955
million for the nine months ended September 30, 2011 to RMB2,504 million (US$398 million) for the
nine months ended September 30, 2012. This increase was primarily due to increases in salaries and
benefits to our sales and marketing personnel and expenses related to advertisement and promotion, as
we strengthened our sales and marketing effort both in China and overseas. Sales and marketing
expenses as a percentage of our consolidated turnover increased from 5.8% for the nine months ended
September 30, 2011 to 6.4% for the nine months ended September 30, 2012.

” 78 ”



General and administrative expense@ur general and administrative expenses increased by 11.9%
from RMB1,485 million for the nine months ended September 30, 2011 to RMB1,662 million (US$264
million) for the nine months ended September 30, 2012, as we continued to expand our business, which
in turn resulted in increases in salaries and benefits to staff and associated office expenses. General
and administrative expenses as a percentage of our consolidated turnover decreased from 4.5% for the
nine months ended September 30, 2011 to 4.2% in the nine months ended September 30, 2012.

Research and development expens@sr research and development expenses increased by 117.4%
from RMB241 million for the nine months ended September 30, 2011 to RMB524 million (US$83
million) for the nine months ended September 30, 2012. This increase was primarily due to our
continued efforts in strengthening our research and development capability, which resulted in an
increase in salaries and related expenses for our research and development personnel and an increase in
design and testing expenses of our products.

Profit from operations As a result of the foregoing, income from operations increased by 22.4% from
RMB7,067 million for the nine months ended September 30, 2011 to RMB8,652 million (US$1,377
million) for the nine months ended September 30, 2012. The operating margin increased from 21.3%
for the nine months ended September 30, 2011 to 22.1% for the nine months ended September 30,
2012.

Net finance costsOur net finance costs increased significantly from RMB16 million for the nine
months ended September 30, 2011 to RMB356 million (US$57 million) for the nine months ended
September 30, 2012, primarily due to an increase in our interests on our loans and borrowings, which
was the result of an increase in our average balance of loans and borrowings in the period and a
decrease in our net exchange gain.

Income tax expense®ur income tax expenses increased by 7.9% from RMB1,089 million for the nine
months ended September 30, 2011 to RMB1,175 million (US$187 million) for the nine months ended
September 30, 2012, primarily as a result of the increase in our taxable income. Our effective income
tax rate decreased from 15.4% for the nine months ended September 30, 2011 to 14.2% for the nine
months ended September 30, 2012.

Profit for the period As a result of the above factors, our profit for the period increased by 18.9%
from RMB5,992 million for the nine months ended September 30, 2011 to RMB7,127 million
(US$1,134 million) for the nine months ended September 30, 2012. Our net margin increased from
18.0% in the nine months ended September 30, 2011 to 18.2% in the nine months ended September 30,
2012.

Year ended December 31, 2011 compared to year ended December 31, 2010

Turnover Our turnover increased by 43.9% from RMB32,193 million for the year ended December 31,
2010 to RMB46,323 million (US$7,371 million) for the year ended December 31, 2011. The increase
was primarily driven by strong market demand, particularly in the second- and third-tier cities in
China, for construction machinery and sales from our new products. In particular, turnover from sales
of concrete machinery increased by 50.6%, from RMB14,085 million in 2010 to RMB21,212 million
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(US$3,375 million) in 2011. This was mainly due to a significant increase in the sales volume of our
advanced truck-mounted concrete pumps with longer concrete placing booms in 2011. Turnover from
sales of crane machinery increased by 41.0% from RMB11,077 million in 2010 to RMB15,618 million
(US$2,485 million) in 2011. In particular, sales of crawler cranes and small-capacity tower cranes
increased significantly as the number of infrastructure projects increased.

Cost of sales and service®ur cost of sales and services increased by 39.7% from RMB22,424 million
for the year ended December 31, 2010 to RMB31,316 million (US$4,983 million) for the year ended
December 31, 2011 as a result of our continued growth and expansion, which was in line with the
increase in our sales and production volume.

Gross profit As a result of the foregoing, our gross profit increased by 53.6% from RMB9,769 million

for the year ended December 31, 2010 to RMB15,007 million (US$2,388 million) for the year ended
December 31, 2011, and our gross margin increased from 30.3% for the year ended December 31, 2010
to 32.4% for the year ended December 31, 2011 as a result of the change in our product mix and
improvement in our manufacturing efficiency. In particular, the gross margin for concrete machinery,
which represented 45.8% of our consolidated turnover in 2011, increased to 35.6% from 32.0% in
2010, primarily due to the sales of our advanced truck-mounted concrete pumps with longer concrete
placing booms, which carry higher selling prices and higher profit margins, increased as a percentage
of our total sales of concrete machinery.

Other revenues and net incom®ur other revenues and net income decreased significantly from
RMB54 million for the year ended December 31, 2010 to RMB14 million (US$2 million) for the year
ended December 31, 2011.

Sales and marketing expens&3ur sales and marketing expenses increased by 47.3% from RMB2,146
million for the year ended December 31, 2010 to RMB3,160 million (US$503 million) for the year
ended December 31, 2011. This increase was primarily due to the fact that we expanded our
distribution network and strengthened our sales and marketing efforts, which resulted in increases in
salaries and benefits to our sales and marketing personnel and expenses related to advertisement and
promotion. Sales and marketing expenses as a percentage of our consolidated turnover increased from
6.7% for the year ended December 31, 2010 to 6.8% for the year ended December 31, 2011.

General and administrative expense@ur general and administrative expenses increased by 13.1%
from RMB1,645 million for the year ended December 31, 2010 to RMB1,861 million (US$296 million)

for the year ended December 31, 2011, as we continued to expand our business, which in turn resulted
in increases in salaries and benefits to staff and associated office expenses. General and administrative
expenses as a percentage of our consolidated turnover decreased from 5.1% for the year ended
December 31, 2010 to 4.0% for the year ended December 31, 2011.

Research and development expengagr research and development expenses increased by 50.2% from
RMB265 million for the year ended December 31, 2010 to RMB398 million (US$63 million) for the
year ended December 31, 2011. This increase was primarily due to our continued efforts in
strengthening our research and development capability, which resulted in an increase in salaries and
related expenses for our research and development personnel and an increase in design and testing
expenses of our products.
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Profit from operations As a result of the foregoing, profit from operations increased by 66.5% from
RMB5,767 million for the year ended December 31, 2010 to RMB9,602 million (US$1,528 million) for
the year ended December 31, 2011. Our operating margin increased from 17.9% for the year ended
December 31, 2010 to 20.7% for the year ended December 31, 2011.

Net finance costsNet finance costs decreased significantly from RMB365 million for the year ended
December 31, 2010 to RMB36 million (US$6 million) for the year ended December 31, 2011 primarily
due to an increase in interest income from the unutilized portion of the proceeds from our non-public
offering of A Shares and the global offering of our H Shares and exchange gains resulting from the
appreciation of the Renminbi, partially offset by an increase in interests on our loans and borrowings.

Income tax expense®ur income tax expenses increased by 72.6% from RMB828 million for the year
ended December 31, 2010 to RMB1,429 million (US$227 million) for the year ended December 31,
2011 primarily as a result of the increase in our taxable income. Our effective income tax rate
decreased from 15.3% for the year ended December 31, 2010 to 14.9% for the year ended
December 31, 2011.

Profit for the year As a result of the above factors, our profit for the year increased by 78.1% from
RMB4,588 million for the year ended December 31, 2010 to RMB8,173 million (US$1,300 million) for
the year ended December 31, 2011. Our net margin increased from 14.2% for the year ended
December 31, 2010 to 17.6% for the year ended December 31, 2011.

Year ended December 31, 2010 compared to year ended December 31, 2009

Turnover Our turnover increased by 55.1% from RMB20,762 million for the year ended December 31,
2009 to RMB32,193 million for the year ended December 31, 2010, primarily due to strong market
demand for construction machinery, continuously extended marketing channels and developed new
products. We derived the majority of our consolidated turnover from sales of concrete machinery and
crane machinery, and the sales volume of which increased in 2010. Turnover from sales of concrete
machinery increased by 96.8%, from RMB7,157 million in 2009 to RMB14,085 million in 2010, which
was mainly attributed to increased sales volume of truck-mounted concrete pumps and concrete mixing
plants. Turnover from sales of crane machinery increased by 33.5% from RMB8,298 million in 2009 to
RMB11,077 million in 2010.

Cost of sales and service®ur cost of sales and services increased by 45.4% from RMB15,422 million

for the year ended December 31, 2009 to RMB22,424 million for the year ended December 31, 2010,
primarily due to an increase in the cost of raw materials. Our expenditures for raw materials, parts and
components, the major components of our cost of sales and services, increased by 45.2% for the year
ended December 31, 2010, as our sales and production volume continued to increase. Cost of sales and
services as a percentage of our consolidated turnover decreased from 74.3% in 2009 to 69.7% in 2010.
The fluctuation of such ratios for concrete machinery and crane machinery was primarily driven by
changes in product mix and fluctuation in selling prices. In 2010, cost of sales and services as a
percentage of turnover from sales of concrete machinery decreased from 71.5% to 68.0%, and the ratio
for crane machinery decreased from 76.3% to 72.2%, which was mainly due to (i) increased sales
volume of certain technologically advanced models of truck-mounted concrete pumps, and
(ii) increased sales generated from high value-added products such as heavy-duty cranes, which drove
the increase in the gross margin.
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Gross profit As a result of the foregoing, our gross profit increased by 82.9% from RMB5,340 million
for the year ended December 31, 2009 to RMB9,769 million for the year ended December 31, 2010,
and our gross margin increased from 25.7% for the year ended December 31, 2009 to 30.3% for the
year ended December 31, 2010 primarily due to our efforts to optimize product mix and improve
manufacturing efficiency. In particular, the gross margin for concrete machinery and crane machinery,
which in aggregate represented 78.2% of our consolidated turnover in the year ended December 31,
2010, increased to 32.0% and 27.8%, respectively, for the year ended December 31, 2010 from 28.5%
and 23.7%, respectively, for the year ended December 31, 2009.

Other revenues and net incom®ur other revenues and net income decreased by 48.6% from
RMB105 million for the year ended December 31, 2009 to RMB54 million for the year ended
December 31, 2010, primarily due to a decrease in other income and an increase in loss on disposal of
property, plant and equipment.

Sales and marketing expense®ur sales and marketing expenses increased by 71.7% from
RMB1,250 million for the year ended December 31, 2009 to RMB2,146 million for the year ended
December 31, 2010. This increase was primarily due to our increased salaries and benefits paid to the
sales and marketing personnel and expenses related to advertisement and promotion, attributable to our
expanded distribution network and strengthened sales and marketing efforts. Sales and marketing
expenses as a percentage of our consolidated turnover increased from 6.0% for the year ended
December 31, 2009 to 6.7% for the year ended December 31, 2010.

General and administrative expense@ur general and administrative expenses increased by 87.4%
from RMB878 million for the year ended December 31, 2009 to RMB1,645 million for the year ended
December 31, 2010. This increase was primarily due to the fact that we expanded the business, which
resulted in increases in salaries and benefits to staff. The increase in general and administrative
expenses was also attributable to an impairment loss of RMB258 million, which consisted primarily of
provision for doubtful debts because of the increased trade receivable balance and certain debtors were
specifically determined to be impaired during the year. General and administrative expenses as a
percentage of our consolidated turnover increased from 4.2% for the year ended December 31, 2009 to
5.1% for the year ended December 31, 2010.

Research and development expeng@gr research and development expenses increased by 36.6% from
RMB194 million for the year ended December 31, 2009 to RMB265 million for the year ended
December 31, 2010, as we continued to enhance our research and development efforts. Research and
development expenses remained stable as a percentage of our consolidated turnover, and accounted for
0.9% and 0.8% of our consolidated turnover for the years ended December 31, 2009 and 2010,
respectively.

Profit from operations



Net finance costsNet finance costs increased by 23.7% from RMB295 million for the year ended
December 31, 2009 to RMB365 million for the year ended December 31, 2010, primarily due to
increases in interest expenses on long-term loans and exchange losses resulting from depreciation of
foreign currencies.

Income tax expense®ur income tax expenses increased by 102.4% from RMB409 million for the year
ended December 31, 2009 to RMB828 million for the year ended December 31, 2010, primarily as a
result of an increase in our taxable income. Our effective income tax rate increased from 14.5% for the
year ended December 31, 2009 to 15.3% for the year ended December 31, 2010.

Profit for the year As a result of the above factors, our profit for the year increased by 89.7% from
RMB2,419 million for the year ended December 31, 2009 to RMB4,588 million for the year ended
December 31, 2010. Our net margin increased from 11.7% for the year ended December 31, 2009 to
14.2% for the year ended December 31, 2010.

LIQUIDITY AND CAPITAL RESOURCES

During 2009, 2010, 2011 and the nine months ended September 30, 2012, we financed our operations
primarily through cash proceeds from our operations, proceeds from loans and borrowings, including
bank borrowings and factoring of our receivables, proceeds from the non-public offering of our A
Shares in the PRC and the global offering of our H Shares. As of September 30, 2012, we had
RMB16,594 million (US$2,640 million) in cash and cash equivalents, most of which were denominated
in Renminbi. Our cash and cash equivalents primarily consist of cash and demand deposits.

The following table sets forth a summary of our consolidated cash flows for the periods indicated:

Nine Months ended

Year Ended December 31, September 30,
2009 2010 2011 2011 2012
RMB RMB RMB US$  RMB RMB Uss
(in millions)
Net cash (used in) / generated from operating
activities . ... (1,366) 451 1,880 299 914 3) »
Net cash used in investing activities.......... (1,360) (1,833) (1,287) (205) (1,752) (1,859) (296)
Net cash generated from / (used in) financing
activities ... ... .. 3,250 16,755 (3,275) (521) 835 2,449 389
Net increase / (decrease) in cash and cash
equivalents. . ... 52415,373 (2,682) (427) 3) 587 93
Effect of foreign exchange rate changes . . .. .. 2 (54) (74) (12 (98) 5 1
Cash and cash equivalents at the beginning of the
year/period . ... 2913 3,439 18,758 2,985 18,758 16,002 2,546
Cash and cash equivalents at the end of the year/
period ... 3,439 18,758 16,002 2,546 18,657 16,594 2,640

Operating Activities

Net cash used in operating activities in the nine months ended September 30, 2012 was RMB3 million
(US$477 thousand), derived primarily by deducting from the profit before taxation of
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RMB8,302 million (US$1,321 million), adjusted to reflect the interest expense of RMB616 million
(US$98 million) and depreciation and amortization of RMB306 million (US$49 million), the following

items: (i) an increase in trade and other receivables of RMB8,355 million (US$1,329 million); (ii) an
increase in inventories of RMB2,431 million (US$387 million); (iii) an increase in receivables under



expansion of our sales and production and we managed to obtain longer credit terms from suppliers. In
2009, 2010, 2011 and the nine months ended September 30, 2012, our product sales under finance lease
arrangement were RMB7,463 million, RMB9,720 million, RMB15,586 million (US$2,480 million) and
RMB11,925 million (US$1,897 million), which accounted for 36.6%, 31.2%, 34.8% and 31.5% of our
total product sales in the respective periods. For sales under the finance lease arrangement, proceeds
from sales of our products are collected in monthly payments over the lease terms, which generally
range from two to four years. Therefore, during the above periods where our finance lease business was
in a high growth stage, the balance of our receivables under finance lease increased significantly, and
our operating cash flow was negatively impacted. In 2009, 2010, 2011 and the nine months ended
September 30, 2012, our product sales with installment payment options were RMB2,666 million,
RMB5,090 million, RMB8,839 million (US$1,406 million) and RMB10,355 million (US$1,648
million), which accounted for 13.1%, 16.3%, 19.8% and 27.3% of our total product sales in the
respective period. The strong increase in sales of our products with installment payment options in the
nine months ended September 30, 2012 both in absolute terms and as a percentage of our total product
sales was due to the general economic condition in China. In 2012, the economic growth in China
slowed down and resulted in a decrease in the purchasing power of our customers, who in turn
preferred to use installment payment options instead of making full payment when purchasing products
from us.

In order to obtain cash to fund our operations, we factored a portion of our receivables under finance
lease to banks. The cash proceeds we obtained from banks through factoring of receivables under
finance lease with recourse terms in 2008, 2009 and the first three quarters of 2010 were presented as
cash flow from financing activities as the conditions for de-recognition of the financial assets were not
met, because we did not transfer substantially all the risks and rewards of ownership of the receivables
under finance lease that were factored to banks with recourse under the terms of the factoring
agreements. In 2009 and 2010, we obtained net cash of RMB3,501 million, RMB4,377 million,
respectively, through factoring of receivables under finance lease with recourse terms. We did not
factor our receivables under finance lease with recourse terms in 2011. Beginning in the fourth quarter
of 2010, we have increased the use of non-recourse factoring terms that meet the conditions for
de-recognition of financial assets to obtain cash. As a result, the cash proceeds obtained through such
non-recourse factoring terms were presented as cash flow from operating activities. In 2010, 2011 and
the nine months ended September 30, 2012, we factored RMB714 million, RMB12,258 million
(US$1,950 million) and RMB11,538 million (US$1,836 million) of receivables under finance lease to
banks without recourse. We plan to continue to factor our receivables under finance lease to banks in
the normal course of business, subject to terms offered by banks and our working capital needs. In
addition, we aim to take measures to speed up collection of full payment and installment sales accounts
receivable such that our operating cash flow will be further improved to fund our operations and future
capital commitments. Moreover, we established a collection center at our headquarters and have
implemented various measures, including incentive schemes for our personnel responsible for
collecting receivables.

Going forward, we plan to prudently manage the growth of our finance lease business, which is
expected to be in proportion to the growth of our underlying business. Therefore, we expect sales of
our products under finance lease arrangement as a percentage of our consolidated turnover to remain
stable in the future. In addition, we will carefully monitor the expansion of our finance lease services

as compared to the growth of our underlying business and continue to strictly follow our risk
management policy and measures in place (including pre-lease investigation, lease approval procedure,
lease payment collection and management as well as repossession and subsequent sale of repossessed
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machinery and forfeiture of related customer deposits in case of customer default), which we will
continue to update based on stringent risk management principles, performance of our underlying
business, relevant laws and regulations and prevailing market conditions. For a detailed description of
the regulatory regime of the financial lease industry in China, please see *Regulatory Overview |,
Regulations as to Finance Lease Industry.Z

For a discussion of the potential risks associated with our finance lease business and the various
payment options we provide with our customers, see ¢Risk Factors , Risks Related to Our Company

» We provide our customers with various payment options, including installment payment options,
financial guarantees and finance lease services, which expose us to additional risks and uncertainties.Z
and « , We recorded negative operating cash flow in 2009 and the nine months ended September 30,
2012 and there can be no assurance that we will record positive operating cash flow in the future.Z To
manage the risks associated with our finance leases, we established a risk control committee. In May
2012, in view of the general economic condition in China, we strengthened our risk management and
collection efforts. We established a risk management committee at our headquarters to replace the risk
control committee for finance lease services. The newly-established risk management committee is
chaired by Dr. Sun Changjun and comprises a number of our senior management, including
Dr. Su Yongzhuan, Ms. Hong Xiaoming and Mr. Guo Xuehong. We have also appointed an internal
control director to oversee and supervise our risk management practices. Meanwhile, we expect that
our customerse preference with respect to payment options will continue to be affected by the general
economic condition in China. In response to the continued increase in the sales of our products with
installment payment options, we have strengthened our collection efforts and tightened our credit
policies. Going forward, we will continue to maintain a robust risk management system to minimize
our credit risks and enhancing our liquidity.

Investing Activities

Net cash used in investing activities in the nine months ended September 30, 2012 was RMB1,859
million (US$296 million), consisting primarily of payments for the purchase of property, plant and
equipment of RMB1,334 million (US$212 million) and an increase in pledged bank deposits of
RMB455 million (US$72 million). Payments for the purchase of property, plant and equipment were
related to our industrial parks and factories construction and manufacturing facility upgrades and
renovation projects in 2012. The value of pledged bank deposits increased as we increased the use of
bills to pay our suppliers for raw materials, parts and components and the use of financial guarantees.

Net cash used in investing activities in 2011 was RMB1,287 million (US$205 million), consisting
primarily of payments for the purchase of property, plant and equipment of RMB1,210 million
(US$193 million) and lease prepayments for land of RMB260 million (US$41 million), offset by
interest on bank deposits of RMB214 million (US$34 million). Payments for the purchase of property,
plant and equipment and lease prepayments were related to our industrial parks construction and
manufacturing facility upgrades and renovation projects in 2011.

Net cash used in investing activities in 2010 was RMB1,833 million, consisting primarily of payments
for the purchase of property, plant and equipment of RMB910 million, an increase in pledged bank
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deposits of RMB773 million, and lease prepayments of RMB236 million. Payments for the purchase of
property, plant and equipment and lease prepayments were related to our industrial parks construction



COMMITMENTS AND CONTI NGENT LIABILITIES

As of September 30, 2012, our commitments consisted of capital commitments that have been
authorized and contracted for in the amount of RMB544 million (US$87 million) and capital
commitments that have been authorized but not contracted for in the amount of RMB1,976 million
(US$314 million), and operating lease commitments of RMB289 million (US$46 million), of which
RMB96 million (US$15 million) was payable within one year.

As of September 30, 2012, we had contingent liabilities of RMB11,709 million (US$1,863 million) in



WORKING CAPITAL AND INDEBTEDNESS

The table below sets forth the details of our current assets and liabilities at the end of each reporting
period:

As of December 31, As of September 30,
2009 2010 2011 2012
RMB RMB RMB UsS$ RMB Uss$
(in millions)

Current Assets
INVeNtories. . . ... 6,272 8,678 9,656 1,536 12,088 1,923
Trade and otherreceivables . ..................... 6,265 8,260 13,614 2,166 19,503 3,103
Receivables under financelease.................. 3,283 6,397 7,089 1,128 7,985 1,271
Pledged bank deposits. .. ................ ... ..... 755 1,577 1,481 236 1,569 250
Cashandcashequivalents....................... 3,439 18,758 16,002 2,546 16,594 2,640
Totalcurrentassets . ... .. 20,014 43,670 47,842 7,612 57,739 9,187
Current Liabilities
Trade and otherpayables .. ...................... 10,632 17,203 19,314 3,073 24,949 3,970
Loansand borrowings . .......... ... ... . .. 8,553 8,107 6,049 962 9,263 1,474
Incometaxpayable. . ......... .. .. .. ... 283 757 1,289 206 1,000 159
Total current liabilities  .......... ... ... ... ...... 19,468 26,067 26,652 4,241 35,212 5,603
Netcurrentassets. . ......... ... .. 546 17,603 21,190 3,371 22,527 3,584

Our net current assets increased from RMB21,190 million (US$3,372 million) as of December 31, 2011
to RMB22,527 million (US$3,584 million) as of September 30, 2012, primarily due to an increase in
our trade and other receivables, inventories and receivables under finance lease, partially offset by an
increase in our trade and other payables and loans and borrowings. Our trade and other receivables,
receivables under finance lease and trade and other payables continued to increase as we continued to
expand our operations and our business continued to grow.

Our net current assets increased from RMB17,603 million as of December 31, 2010 to RMB21,190
million (US$3,372 million) as of December 31, 2011, primarily due to an increase in our trade and
other receivables, inventories and receivables under finance lease. Our trade and other receivables,
receivables under finance lease and trade and other payables continued to increase as we continued to
expand our operations and our business continued to grow.

Our net current assets significantly increased from RMB546 million as of December 31, 2009 to
RMB17,603 million in 2010, primarily due to an increase in cash and cash equivalents, receivables
under finance lease, inventories and trade and other receivables, and a decrease in loans and
borrowings as we replaced short-term Euro-denominated loans in connection with the acquisition of
CIFA with three-year long term loans, partially offset by an increase in trade and other payables and
income tax payable. The increase in cash and cash equivalents was due to net proceeds from the
non-public offering of A Shares and the global offering of our H Shares. Trade and other receivables,
receivables under finance lease, inventories and trade and other payables also increased as we
continued to expand operations and our business continued to grow.
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Our future cash requirements will depend on many factors, including our operating income, costs to
establish additional sales and service centers, market acceptance of our products and services or other
changing business conditions and future developments, including any investments or acquisitions we
may decide to pursue. We may require additional cash to repay existing debt obligations or to
re-finance our existing debts or due to changing business conditions or other future developments. If
our existing cash is insufficient to meet our requirements, we may seek to sell additional equity
securities, debt securities or borrow from lending institutions. We cannot assure you that financing will
be available in the amounts we need or on terms acceptable to us, if at all. The sale of additional equity
securities, including convertible debt securities, would dilute our shareholderse interests in our
Company. The incurrence of debt would divert cash for working capital and capital expenditures to
service debt obligations and could result in operating and financial covenants that restrict our
operations and our ability to pay dividends to our shareholders. If we are unable to obtain additional
equity or debt financing as required, our business operations and prospects may suffer.

As of September 30, 2012, our outstanding short-term loans and borrowings, including the current
portion of long-term loans and borrowings, amounted to RMB9,263 million (US$1,474 million). The
following table is a summary of our short-term and long-term loans and borrowings at the end of each
reporting period:

As of December 31, As of September 30,
2009 2010 2011 2012
RMB RMB RMB USs$ RMB USs$
(in millions)

Current
Secured short-term bankloans . ................ 2,530 23 309 49 32 5
Unsecured short-term bankloans . .............. 3,726 4,211 4,490 714 6,046 962
Current portion of long-term bank loans . ......... 2,297 3,873 1,250 199 3,185 507
Total ... 8,553 8,107 6,049 962 9,263 1,474
Non-current
Secured long-term bankloans. ................. 4,515 5534 2,036 324 1,473 234
Unsecured long-term bank loans. . .............. 2,313 4,938 5,210 829 6,795 1,081
Unsecuredbond........... .. .. ... ... ... ..., 1,090 1,091 1,093 174 1,094 174
Guaranteed seniornotes. .. ......... ... B " " " 2,483 395
Less: Current portion of long-term bank loans. . . . . (2,297) (3,873) (1,250) (199) (3,185) (507)
Total .. 5,621 7690 7,089 1,128 8,660 1,378

(1) Representing the US$400 million of outstanding principal amount of the 2017 Notes, excluding the offering expenses and
discounts related to the 2017 Notes of approximately US$8 million that will be amortized (and thereafter reflected as
liabilities) over the tenor of the 2017 Notes.

As of September 30, 2012, our US dollar denominated unsecured short-term loans with an aggregate
outstanding principal amount of RMB507 million (US$81 million) and our US dollar denominated
unsecured long-term loans with an aggregate outstanding principal amount of RMB970 million
(US$154 million), subject us to certain financial covenants. See sDescription of Other Material
Indebtedness.Z In 2009, 2010, 2011 and the nine months ended September 30, 2012 and as of the date
of this offering memorandum, we were in compliance with those financial covenants. If we fail to
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comply with such financial covenants and do not obtain a waiver from the lending bank, we could be
required to repay the bank loan immediately and our liquidity could be adversely affected.

On April 5, 2012, we issued the 2017 Notes in the principal amount of US$400 million through the
Issuer. Interests on the 2017 Notes are payable semi-annually in arrears in April and October of each
year. See *Description of Other Material Indebtedness ,, Guaranteed Senior NotesZ.

In 2009, 2010, 2011 and the nine months ended September 30, 2012, our credit lines from various
financial institutions amounted to RMB29.3 billion, RMB65.1 billion, RMB116.1 billion (US$19
billion and RMB136.7 billion (US$22 billion), respectively. As of September 30, 2012, approximately
RMB76.8 billion (US$13 billion) of our credit lines from 40 domestic and foreign financial institutions
remained unused. In addition, 11 domestic financial institutions had granted us an aggregate of
RMB28.1 billion (US$4 billion) of credit lines under the non-recourse factoring arrangements in the
same period, of which RMB7.4 billion (US$1 billion) remained unused as of September 30, 2012.

ANALYSIS OF SELECTED STATEMENT OF FINANCIAL POSITION ITEMS
Inventory Analysis

Inventories are one of the principal components of our current assets. We typically keep higher levels
of inventories of certain imported parts and components for which the supply may become limited. For
finished goods, we determine the level of inventories based on our prediction of future market
conditions. We believe maintaining appropriate levels of inventories for both raw materials and
finished goods can help us manufacture and deliver our products without disruption to meet changes in
market demand without straining our liquidity.

The following table is a summary of our balance of the carrying value of our inventories at the end of
each reporting period:

As of December 31, As of September 30,
2009 2010 2011 2012
RMB RMB RMB uss RMB Uss
(in millions)

Rawmaterials. ........... ... ... .. ... ... ... 3,055 3,706 4,762 757 5,570 886
WOrk in progress. . ... 1,620 2,122 1,691 269 2,259 359
Finishedgoods. ......... .. .. .. .. .. .. .. .. .. ... 1,597 2,850 3,203 510 4,259 678
Total ... 6,272 8,678 9,656 1,536 12,088 1,923

The carrying value of our inventories increased by 38.4% from RMB6,272 million as of December 31,
2009 to RMB8,678 million as of December 31, 2010, by 11.3% to RMB9,656 million (US$1,536
million) as of December 31, 2011 and by 25.2% to RMB12,088 million (US$1,923 million) as of
September 30, 2012. The increases in carrying value of our inventories were outpaced by the increases
in our turnover for 2010 and 2011 because we were able to sell more machinery products as a result of
the strong market demand. As of December 31, 2009, 2010 and 2011 and September 30, 2012, our
inventories accounted for approximately 31.3%, 19.9%, 20.2% and 20.9% of our total current assets,
respectively.
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The following table sets forth our inventory turnover days for the periods indicated:

Nine Months
Ended
Year Ended December 31, September 30,
2009 2010 2011 2012
Inventory turnoverdays . ........ .. 135 122 107 116

(1) Inventory turnover days equal the average inventory balance divided by cost of sales and services and multiplied by 365
days, or 273 days for the nine months ended September 30, 2012. Average inventory balance is calculated as the simple
average of the opening and closing inventory balances as of each reported balance sheet date.

Our inventory turnover days decreased from 135 days for the year ended December 31, 2009 to 122
days for the year ended December 31, 2010 and further decreased to 107 days for the year ended
December 31, 2011, primarily due to the stronger market demand for our construction machinery
products, our ability to sell more finished goods and our continued efforts to control the level of
inventory by implementing an optimized production and procurement plan. For the nine months ended



As part of our ongoing control procedures, we monitor the creditworthiness of customers to which we
grant credit in the normal course of business. Credit terms normally range from one to three months
from the date of billing, except that for certain products, customers are allowed to withhold retention
money amounting to 5% to 10% of the invoice amount until the productes warranty period expires.
Credit exposure limits are established to avoid concentration risk with respect to any single customer.
We allow certain customers with appropriate credit standing to make payments in installments over a
period of up to 36 months. As of December 31, 2009, 2010, 2011 and September 30, 2012, our trade
receivables due after one year amounted to RMB229 million, RMB585 million, RMB912 million
(US$145 million) and RMB3,405 million (US$542 million), respectively.

Our net trade receivables increased by 37.3% from RMB5,061 million as of December 31, 2009 to
RMB6,947 million as of December 31, 2010, by 66.4% to RMB11,563 million (US$1,840 million) as

of December 31, 2011, and further increased by 69.0% to RMB19,536 million (US$3,108 million) as of
September 30, 2012 as our sales continued to increase. The significant increase in our trade receivables
in the nine months ended September 30, 2012 was primarily due to an increase in our sales with
installment payment options both in absolute terms and as a percentage of our consolidated turnover.
Meanwhile, we typically strengthen our collection efforts during the fourth quarter of a year.

The following table sets forth the turnover days of our trade receivables for the periods indicated:

Nine Months
Ended
Year Ended December 31, September 30,
2009 2010 2011 2012
Trade receivables turnoverd&ys. ... ...................... 82 73 77 109

(1) Trade receivables turnover days equal the average balanceadgtreceivables divided by our consolidated turnover and
multiplied by 365 days, or 273 days for the nine months ended September 30, 2012. Average balance of trade receivables is
calculated as the simple average of the opening and closiadet receivable balances as of each reported balance sheet
date.

Our trade receivables turnover days decreased from 82 days for the year ended December 31, 2009 to
73 days for the year ended December 31, 2010 as a result of our enforcement of a more stringent
collection policy. Our trade receivables turnover days increased to 77 days for the year ended
December 31, 2011, as we extended the credit period for certain customers that have better credit
rating and repayment ability. For the nine months ended September 30, 2012, our trade receivable
turnover days increased to 109 days as our sales with installment payment options increased both in
absolute terms and as a percentage of our consolidated turnover, which in turn resulted in the increase
in our trade receivables outpacing the growth of our consolidated turnover. In addition, a portion of our
trade receivables at the end of the third quarter is typically collected during the fourth quarter, as we
typically strengthen our collection efforts during the fourth quarter.
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The following table sets out the aging analysis of our trade receivables (net of allowance for doubtful
debts) as of December 31, 2009, 2010 and 2011 and September 30, 2012:

As of December 31, As of September 30,
2009 2010 2011 2011 2012
RMB RMB RMB uss$ RMB uUss
(in millions)

Withinlmonth ........................... 2,133 2,642 4,547 724 5,617 893
Over 1 month butlessthan3 months. .. .. .... 382 921 2,362 376 5,215 830
Over 3 months butlessthanlyear.......... 1,427 2,403 3,401 541 6,821 1,085
Over lyear butlessthan2years............ 931 772 932 148 1,443 230
Over 2 years butlessthan3years. .. ........ 161 174 249 40 313 50
OVEer3Years. ... 27 35 72 11 127 20
Total ... 5,061 6,947 11,563 1,840 19,536 3,108

We review trade receivables on a quarterly basis to determine whether there is objective evidence of
impairment. Impairment losses in respect of trade receivables are recorded using an allowance account,
unless we conclude that recovery of the amount is remote, in which case the impairment loss is written

off against trade receivables directly. Subsequent recoveries of amounts previously charged to the
allowance account will be reversed. Changes in the allowance account are recognized in profit or loss.

In addition to the trade debtors that were individually determined to be impaired when objective
evidence of impairment exists and where a corresponding specific provision was made, collective loss
allowances were also made according to managementes assessment at the balance sheet date based on
risk characteristics of the asset group, aging profile, customer credit-worthiness and historical
write-off experience for assets with credit risks similar to the collective asset group. For detailed
accounting policies for the impairment loss of trade receivables, see ¢, Critical Accounting Policies

and EstimatesZ.

The following table sets out the movement in our allowance for doubtful debts for the periods
indicated:

As of December 31, As of September 30,
2009 2010 2011 2011 2012
RMB RMB RMB US$ RMB Us$
(in millions)

BalanceasofJanuary 1.................. (255) (340) (557) (88) (533) (85)
Impairment losses recognized. ... ......... (87) (258) 3 ” (213) (34)
Uncollected amounts written off. . . ... ...... 2 41 21 3 7 1
Balance as of December 31/September 30.. (340) (557) (533) _(85) (739) 18)

The increase in our allowance for doubtful debts in 2009 and 2010 was due to increases in our trade
receivables during the respective years. In 2010, we made additional provision for certain debtors
which were specifically determined to be impaired during the year. In 2011, our allowance for doubtful
debts decreased as we updated our assessment on provisions for impairment of trade receivables based
on more recent financial and operating data. In the nine months ended September 30, 2012, our
allowance for doubtful debts increased as the balance of our trade receivables continued to increase.
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Receivables under Finance Lease Analysis

The following table sets forth our receivables under finance lease at the end of each reporting period:

As of December 31, As of September 30,
2009 2010 2011 2011 2012
RMB RMB RMB us$ RMB us$
(in millions)

Grossinvestment. .. ........ ..o 9,190 17,841 22,135 3,522 24,387 3,880
Unearned financeincome. ................... (847) (1,669) (2,126) (338) (2,367) (377)

8,343 16,172 20,009 3,184 22,020 3,503
Less: provision for impairment. ............... i ” (140) (23) (229) (35)
Less: amounts due afteroneyear............. (5,060) (9,775) (12,780) (2,033) (13,806) (2,197)
Amounts due withinoneyear................. 3,283 6,397 7,089 1,128 7,985 1,271

We receive the proceeds from our sales of products under finance lease arrangement through monthly
installments. The minimum lease payments to which we are entitled but have not yet received under the
finance lease contracts are accounted for as receivables under finance lease. Our receivables under
finance lease represent gross investment by us less unearned finance income. The finance lease
contracts we enter into are typically for a term of two to four years, with an option to our customers to
acquire the leased assets at a nominal price at the end of the lease term. The effective interest rate
under our finance lease contracts is affected by the prevailing interest rate in China, and was
approximately 8% per annum as of September 30, 2012. The following table sets forth our minimum
lease payment receivables under the finance lease contracts of the end of each reporting period:

As of December 31, As of September 30,
2009 2010 2011 2011 2012
RMB RMB RMB uss$ RMB Uss
(in millions)

Withinlyear........ ... ... .. .. 3,761 7,338 8,163 1,299 9,323 1,484
Over lyearbutlessthan2years............ 2,917 6,168 6,971 1,109 7,130 1,134
Over 2 years but lessthan 3years. . ......... 1,961 3,331 4,496 715 4,729 752
OVer3years. . ......oviiiiiiiiiaen 551 1,004 2,505 399 3,205 510
Total ... 9,190 17,841 22,135 3,522 24,387 3,880

The carrying value of receivables under finance lease continued to increase in 2009, 2010, 2011 and
the nine months ended September 30, 2012, mainly because the sales of our products under finance
lease arrangement increased in absolute amount in 2009, 2010, 2011 and the nine months ended
September 30, 2012, and the outstanding payments under finance leases continued to accumulate. In
addition, the carrying value of receivables under finance lease due within one year increased
throughout 2009, 2010, 2011 and the nine months ended September 30, 2012 as a result of the increase
in sales of machinery products sold under finance lease arrangement in the previous periods. In the
nine months ended September 30, 2012, we factored RMB11,538 million (US$1,836 million) of our
receivables under finance lease without recourse terms. As a result, the increase in sales under our
finance lease arrangement outpaced the increase in outstanding balance of our receivables under
finance lease. As we aim to increase the sales of machinery products through other payment methods,
including financial guarantees, we expect the sales of our products under finance arrangement to
remain relatively stable as a percentage of our total sales of products.
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We monitor credit risk associated with our finance leases through various control measures. We
perform individual credit evaluations with respect to each finance lease contract and our risk control
committee is responsible for the establishment of credit risk management policies, supervision of the
implementation of such policies and determination of the key terms of the finance lease contracts,
including interest rate, lease period and percentage of deposit. In the nine months ended September 30,
2012, we made a provision for impairment of RMB229 million (US$36 million) in respect of
receivables under finance lease. In 2009, 2010, 2011 and the nine months ended September 30, 2012,
the amounts of overdue receivables under finance lease were RMB94 million, RMB422 million,
RMB464 million (US$74 million) and RMB1,554 million (US$247 million), respectively. In the nine
months ended September 30, 2012, our overdue receivables under finance lease increased significantly
primarily due to the slowdown in economic growth in China, which resulted in pressure on the
liquidity of our customers. In response to the increase in the overdue receivables under finance lease,



(US$790 million) as of December 31, 2011 to RMB6,975 million (US$1,110 million) as of September
30, 2012. The increase in our bills payable during 2009 and 2010 was the result of an increase in our
use of bills as a payment method to our suppliers. Due to the low discount rates of bills and our
purchasing power, our suppliers of raw materials, parts and components are willing to receive bills as a
payment method and grant us a longer credit period. In 2011, as we increased our receivable collection
efforts, we decreased the use of bills as a payment method, which led to a decrease in our bills payable.
In the nine months ended September 30, 2012, we increased the use of bills as payment method in
response to the prevailing market condition.

The following table sets forth our trade and bill payables turnover days for the periods indicated:

Nine Months
Ended
Year Ended December 31, September 30,
2009 2010 2011 2012
Trade and bills payable turnoverd&ys . .................... 153 167 142 146

1) Trade and bills payables turnover days equal the average balance of trade and bill payables divided by cost of sales and
services and multiplied by 365 days , or 273 days for the nine months ended September 30, 2012. Average balance of trade
and bill payables is calculated as the simple average ofdpening and closing trade and bill payable balances as of each
reported balance sheet date.

Our trade and bills payable turnover days increased from 153 days for the year ended December 31,
2009 to 167 days for the year ended December 31, 2010, as we increased the use of bills as a payment
method, and were granted a longer credit period of up to nine months for the use of bills. Our trade and
bills payable turnover days decreased to 142 days for the year ended December 31, 2011 as we
shortened the payment periods to our suppliers in order to secure sufficient supply of parts and
components. For the nine months ended September 30, 2012, our trade and bills payable turnover days
remained relatively stable at 146 days.

The following table sets out the aging analysis of our trade creditors and bills payable at the end of
each reporting period:

Nine Months
Ended
As of December 31, September 30,
2009 2010 2011 2011 2012
RMB RMB RMB US$ RMB US$
(in millions)
Due within 1 monthorondemand . ................... 1,901 4,640 4,974 791 4,846 771
Due after 1 month but within3months. ................ 2,105 3,567 3,938 627 5,407 860
Due after 3 months but within6months. . .............. 2,238 3,067 2,496 397 4,418 703
Duemorethan6months............................ 1,968 1,008 695 110 725 116
Total ... 8,212 12,282 12,103 1,925 15,396 2,450
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OFF-BALANCE SHEET ARRANGEMENTS

Other than disclosed in this offering memorandum, we have not entered into any material off-balance
sheet arrangements. In addition, we have not entered into any derivative contracts that are indexed to
our equity interests and classified as ownerse equity. Furthermore, we do not have any retained or
contingent interest in assets transferred to an unconsolidated entity that serves as credit, liquidity or
market risk support to such entity. We do not have any variable interest in any unconsolidated entity
that provides financing, liquidity, market risk or credit support to us or that engages in leasing,
hedging or research and development services with us.

RELATED PARTY TRANSACTIONS

The table below sets forth our transactions with related parties during the periods indicated:

Year Ended December 31, Nine Months ended September 30,
2009 2010 2011 2011 2011 2012
RMB RMB RMB Uss$ RMB RMB uss
(in millions)
Transactions with associates:
Salesofproducts. ..................... (4) (4) (157) (25) 2 596 95
Lease of properties and equipment. . . . ... 3) N N N R N N
Purchase of raw materials and finished
JOOOS. ..ttt 10 39 148 24 45 454 72

In 2011 and the nine months ended September 30, 2012, as part of our sales and marketing strategy, we
invested in several dealers, including newly-established dealers. These dealers were accounted for as
our associated companies. All our sales to such dealers were recorded as sales of products to related
parties. All purchases by Beijing Zoomlion Leasing in connection with finance lease arrangement with
such dealerse down-stream customers were recorded as purchases from related parties.

We are of the opinion that the above transactions with related parties were conducted in the ordinary
course of business and in accordance with the agreements governing such transactions which are
comparable to normal commercial terms.

The table below sets forth our balances with related parties during the periods indicated:

As of
As of December 31, September 30,
2009 2010 2011 2011 2012
RMB RMB RMB Uss RMB  US$
(in millions) o
Amounts due from related parties. .. .............. 29 27 99 16 173 28
Amounts due to related parties. .. ................ ” 12 13 2 20 3
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Amounts due from/to related parties arise in our normal course of business and are included in the
account captions of trade and other receivables and trade and other payables, respectively. These
balances bear no interest, are unsecured and are repayable in accordance with the agreements
governing such transactions which are comparable to credit periods with third-party customers/
suppliers.

QUANTITATIVE AND QUALITATIVE DIS CLOSURES ABOUT MARKET RISK

Credit Risk

Our credit risk is primarily attributable to bank deposits, trade and other receivables, and receivables
under finance leases. The maximum exposure to credit risk is represented by the carrying amounts of
these financial assets.

In respect of trade and other receivables, individual credit evaluations are performed on all customers
requiring credit over a certain amount. These evaluations focus on the customeres background and
financial strength, past history of making payments when due and current ability to pay, and take into
account information specific to the customer as well as the economic environment in which the
customer operates. Trade receivables under full payment arrangement are normally due within 1 to 3
months from the date of billing, and an upfront payment ranging from 10% to 30% of the product price
is normally required from the customers. For sales under the installment payment method that has a
maximum installment payment period of 36 months, customers are required to make an upfront
payment ranging from 10% to 40% of the product price. Collateral such as property, machinery or third
party guarantees is generally required for customers with lower credit ratings. In addition, credit
insurance coverage is required for overseas sales. Certain customers are required to pay by letters of
credit. Debtors overdue by 3 months or more are handled by our risk management department, which is
responsible for recovering debts through legal and other actions.

In respect of receivables under finance lease, individual credit evaluations are performed which are
similar to those of credit and installment sales. A risk control committee for finance lease services was
established for the establishment of credit risk management policies, supervision of the implementation
of such policies and determination of the key terms of the lease contracts, including interest rate, lease
period and percentage of deposit. In May 2012, in view of the general economic condition in China, we
have strengthened our risk management and collection efforts. We established a risk management
committee at our headquarters to replace the risk control committee for finance lease services. The
newly established risk management committee is chaired by Dr. Sun Changjun, and comprised of a
number of our senior management. We also appointed an internal control director to oversee and
supervise our risk management practices. Our credit review department, legal department, finance
department and information technology department are collectively responsible for credit risk
management and monitoring of settlement of receivables under finance lease. Our credit risk
management procedures include pre-lease investigation, lease approval, lease payment collection and
management, as well as repossession and subsequent sale of machinery in case of customer default.
Moreover, we established a collection center at our headquarters and have implemented various
measures, including incentive schemes for our personnel responsible for collecting receivables.
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Bank deposits are placed with financial institutions that have high credit ratings. Given their credit
ratings, we do not expect any counterparty to fail to meet its obligations.

Our exposure to credit risk is influenced mainly by the individual characteristics of each customer. The
risk of the industry and country in which customers operate also influences credit risk to a lesser
extent. As of December 31, 2009, 2010 and 2011 and September 30, 2012, 1.9%, 1.6%, 1.9% and nil of
the total trade and bills receivables was due from our largest customer and 7.3%, 2.0%, 5.7% and 1.5%
of the total trade and bills receivables was due from our five largest customers, respectively.

Liquidity Risk

Liquidity risk is the risk that we will not be able to meet our financial obligations as they fall due. Our
policy is to regularly monitor our liquidity requirements and our compliance with lending covenants, to
ensure that we maintain sufficient reserves of cash and adequate committed lines of funding from
major financial institutions to meet our liquidity requirements in the short and longer term.

The following table sets out the remaining contractual maturities as the balance sheet dates of our
financial liabilities, which are based on contractual undiscounted cash flows (including interest
payments computed using contractual rates or, if floating, based on current prevailing rates at the
respective balance sheet dates) and the earliest date we would be required to repay them:

As of December 31, 2009

More Than
Total More Than 2 Years
Contractual  Within1 1 Yearbut butlLess
Carrying Undiscounted Yearoron LessThan Than5  More Than

Amount  Cash Flow Demand 2 Years Years 5 Years
(RMB in millions)
Loans and borrowings . .. ............... 14,174 15,158 9,015 3,458 1,491 1,194
Trade and other payables .. ............. 10,632 10,632 10,632 " " B
Other non-current liabilities. . ............ 684 684 i 159 525 "

25490 26,474 19,647 3,617 2,016 1,194

Financial guarantee issued
Maximum amount guaranteed . .. ...... 3,369 3,369 " " "

As of December 31, 2010

More Than
Total More Than 2 Years
Contractual ~ Withinl 1 Yearbut butLess
Carrying Undiscounted Yearoron LessThan Than5 More Than

Amount  Cash Flow Demand 2 Years Years 5 Years
(RMB in millions)
Loans and borrowings . . ................ 15,797 16,878 8,650 2,520 4,590 1,118
Trade and other payables . .............. 17,203 17,203 17,203 " " R
Other non-current liabilities. . . ........... 1,379 1,379 " 387 992 N

34,379 35,460 25,853 2,907 5,582 1,118

Financial guarantee issued
Maximum amount guaranteed . ... .. ... 7,284 7,284 " » "
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As of December 31, 2011

More Than
Total More Than 2 Years
Contractual ~ Within1l 1 Yearbut butlLess
Carrying Undiscounted Yearoron LessThan Than5 More Than

Amount  Cash Flow Demand 2 Years Years 5 Years
(RMB in millions)
Loans and borrowings . . ................ 13,138 13,989 6,487 5,226 2,276 B
Trade and other payables . .............. 19,314 19,314 19,314 " " "
Other non-current liabilities. . ............ 1,789 1,829 » 710 1,119 "

34,241 35,132 25,801 5,936 3,395 "

Financial guarantee issued
Maximum amount guaranteed . ........ 10,726 10,726

Interest Rate Risk

Our exposure to interest rate risk primarily arises from bank deposits, receivables under finance lease,
short-term and long-term loans and borrowings. Such financial instruments bearing interest at variable
rates and at fixed rates expose our Company to cash flow interest rate risk and fair value interest rate
risk, respectively. We have not used any derivative financial instruments to hedge our interest risk

exposure. The following table sets out the interest rate profile of our bank deposits, receivables under
finance lease and loans and borrowings at the end of each reporting period:

As of December 31,

2009 2010 2011
Weighted Weighted Weighted
average average average
interest interest interest
rate Amount rate Amount rate Amount
% RMB % RMB % RMB USss$

(in millions, except for percentage)
Fixed rate financial instruments:

Short-term loans and borrowings .. ............ 3.8 (4,280) 3.3 (1,234) 4.8 (1,090) (173)
Long-term loans and borrowings. .. ............ 57 (3,320) 6.7 (1,091) 6.1 (1,314) (209)
(7,600) (2,325) (2,404) (382)
Variable rate financial instruments:
Pledged bank deposits. . ..................... 0.4 989 04 1,762 0.5 1,742 277
Bankdeposits. . .......... 04 3439 03 18,756 1.0 16,000 2,546
Receivable under finance lease. . .. ............ 80 8343 78 16,172 8.0 19,869 3,161
Short-term loans and borrowings ... ........... 35 (4,273) 34 (6,873) 4.2 (4,959) (789)
Long-term loans and borrowings. .. ............ 48 (2,301) 3.6 (6,599) 3.9 (5776) (919)
6,197 23,218 26,876 4,276
Net .o (1,403) 20,893 24,472 3,894

As of December 31, 2009, 2010 and 2011, it is estimated that a general increase/decrease of 100 basis
points in variable interest rates, with all other variables held constant, would increase/decrease our
profit after taxation for 2009 and retained earnings by approximately RMB44 million, increase/
decrease our profit after taxation for 2010 and retained earnings by approximately RMB195 million,
and increase/decrease our profit after taxation for 2011 and retained earnings by approximately
RMB215 million (US$34 million).
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Currency Risk

We are exposed to currency risk primarily through sales, purchases and borrowings which give rise to
receivables, payables, loans and borrowings and cash balances that are denominated in a foreign
currency, that is, a currency other than the functional currency of the operations to which the
transactions relate. The currencies giving rise to this risk are primarily the US dollar, the Japanese
Yen, the Euro and the Hong Kong dollar. During 2009, 2010, 2011 and the nine months ended
September 30, 2012, we did not conduct material foreign exchange hedging transactions.

The following sensitivity analysis includes only outstanding foreign currency-denominated monetary
items and adjusts their translation at the year end for a 5% appreciation in RMB against each of the
relevant foreign currencies. 5% is the sensitivity rate used when reporting foreign currency risk
internally to key management personnel and represents managementes assessment of the reasonably
possible change in foreign exchange rates. A positive (negative) number below indicates an increase
(decrease) in profit for the year or period where the RMB strengthens against the relevant foreign
currencies. For a 5% weakening of the RMB against the relevant currencies, there would be an equal
and opposite impact on the profit after tax and retained profits.

Year Ended December 31,

2009 2010 2011
Effect on Effect on Effect on
Increase/ profitafter Increase/ profitafter Increase/  profit after
decrease taxation decrease taxation decrease taxation
in foreign and in foreign and in foreign and
exchange retained exchange retained exchange retained
rates profits rates profits rates profits

% RMB % RMB




INDUSTRY OVERVIEW

The information presented in this section is derived from various official or publicly available
sources unless indicated otherwise. We believe that the sources of such information are appropriate



The major global construction machinery manufacturers are concentrated in certain geographic regions.
According to International Construction, the majority of large-scale construction machinery
manufacturers are headquartered in the United States, Japan, Europe and China. The table below sets
forth the top ten construction machinery manufacturers in the world as measured by revenues in 2011

and where they are headquartered:

Revenues
World (USsin
Rank Company Name Country o millions)
1 CaterpillarInc. . ....... ... ... it United States 35,296
2 KomatsuLtd. ............ .. oo, Japan 21,750
3 VOLVOCE. ... ...t Sweden 10,013
4 Hitachi Construction Machinery Co., Ltd.. ... Japan 9,997
5 LiebherrGroup. . ........... ... ... .. .... Germany 7,930
6 SANY Group. .. o ovo e China 7,861
7 Zoomlion. . ... China 7,171
8 TEREX Corporation. .. ................... United States 6,505
9 Doosan Infracore. . ...................... South Korea 5,830
10 JohnDeere.......... ... .. United States 5,372

Source: International Construction
(1) As determined by the location of the companyes headquarters.

We expect the global construction machinery industry to experience further consolidation.
Furthermore, we expect the emerging markets, including China and other developing countries, to
continue to play a crucial role in driving demand for construction machinery around the globe, as we
believe the rapid economic growth and urbanization in China and other developing countries will

continue.

OVERVIEW OF CHINAS CONS TRUCTION MACHINERY INDUSTRY

Overview of Chinass Economy

China is one of the fastest growing economies in the world. According to the International Monetary
Fund, or IMF, Chinaes real GDP grew at a CAGR of 10.6% from 2001 to 2011. During this period of
time, China has the highest GDP growth rate among Brazil, Russia, India and China, or sthe BRICsZ,
as well as the five largest economies. The following table sets forth the real GDP growth rate of the
BRICs, the five largest economies and the world average for the respective years:

2001-

2011
Location 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 CAGR
ChINA .. .oooeeeeeeeen 8.3% 9.1% 10.0% 10.1% 11.3% 12.7% 14.2% 9.6% 9.2% 10.3% 9.2% 10.6%
[ [ P 3.9% 4.6% 6.9% 7.6% 9.0% 9.5% 10.0% 6.2% 6.8% 10.1% 6.8% 7.7%
RUSSIA. .« . oo 5.1% 4.7% 7.3% 7.2% 6.4% 8.2% 8.5% 5.2% (7.8)% 4.0% 4.3% 4.7%
Brazil .......oovveennn... 1.3% 2.7% 1.1% 5.7% 3.2% 4.0% 6.1% 5.2% (0.6)% 7.5% 2.7% 3.7%
United States. .. ........... 1.1% 1.8% 2.5% 3.5% 3.1% 2.7% 1.9% (0.3)%(3.5)% 3.0% 1.8% 1.6%
FIANCE . o oeeeeanen .. 1.8% 0.9% 0.9% 2.3% 1.9% 2.7% 2.2% (0.2)%(2.6)% 1.4% 1.7% 1.1%
JAPAN . oo 0.2% 0.3% 1.4% 2.7% 1.9% 2.0% 2.4% (1.2)%(6.3)% 4.0% (0.8)% 0.6%
Germany ................. 1.6% , (0.4)% 0.7% 0.8% 3.9% 3.4% 0.8% (5.1)% 3.6% 3.1% 1.0%
World Real GDP .......... 2.3% 2.9% 3.6% 4.9% 4.6% 5.3% 5.4% 2.8% (0.7)% 5.1% 3.8% 3.8%

Source: IMF
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The size of the Chinese economy has been increasing at a fast pace as its GDP grew substantially over
the past decade. In terms of the absolute amount of GDP, China was the second largest economy in the
world in 2010. In 2010, Chinass GDP of US$5,878.3 billion surpassed Japanes GDP of US$5,458.9
billion. According to a report from the IMF, China will overtake the United States as the worldes

largest economy by 2016.

Due to the growth of investments in infrastructure, Chinaes construction machinery industry has
experienced rapid growth in the past decade, and currently China is the largest market for construction
machinery in the world. According to CCMA, the total sales revenue of construction machinery for
China-based manufacturers increased from approximately RMB56 billion in 2001 to approximately
RMB547 billion in 2011, representing a CAGR of 25.6%. The following chart shows the growth of
total sales of construction machinery for manufacturers in China for the periods indicated:
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Fixed Asset Investments and Urbanization Contribute to the Growth of the Construction Machinery
Industry in China

Fixed asset investments have been an important driver of Chinaes rapid economic growth. According to
the National Bureau of Statistics of China, the total fixed asset investments in China increased from
RMB3.7 trillion in 2001 to RMB31.1 trillion in 2011, representing a CAGR of 23.7%, while the total
fixed asset investments for urban areas in China increased from approximately RMB3.0 trillion in 2001
to approximately RMB30.2 trillion in 2011, representing a CAGR of 26.0%. We expect that China will
maintain its high rate of economic growth, and increasing fixed asset investments from both public and
private sectors will continue to create demand for construction machinery in China. The following
chart sets forth the growth of total fixed assets investments and fixed asset investments to urban areas
in China for the periods indicated:

1 60%
RMB Trillions 201%  288%  27.0% 4306 2580  266%  30.5% o450  253% | 40%
. 18.3% — 30 1=
60 14M7% 268%  26.0%  23.9%  248%  25.0% ot 1 20%
a1y 169% 11.9%
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28 31 30
22 9 24 4 -20%
20 14 4, 715
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5 76 98 o | -40%
LIPS i
0 | . I . . 1 . 1 1 1 | | -60%
2001 2002 2003 2004 2005 2006 2007 2008 20092010 2011
Total fixed asset investments in China (left axis) I Total fixed asset investment for urban areas in China (left axis)
Growth rate of total fixed asset investment in —#— Growth rate of total fixed asset investment for urban areas in
China (right axis) China (right axis)

Source: National Bureau of Statistics of China

Meanwhile, in recent years China has experienced ongoing urbanization, which is another important
driver of the growth of construction machinery industry in China. According to studies by the United
Nations, the urbanization level in China increased from 35.8% in 2000 to 50.6% in 2011. However,
given Chinaes low level of urbanization compared to developed countries, we believe that there will be
further urbanization in China, and the urbanization will continue to drive demand for construction
machinery in China.

Increasing Demand for Export of Construction Machinery Made in China

Export of construction machinery from China has increased rapidly in the past decade. According to
the CCMA, exports of construction machinery from China increased from US$0.7 billion in 2001 to
approximately US$15.9 billion in 2011, representing a CAGR of 36.7%. On the other hand, although
the importation of construction machinery into China has been increasing from 2001 to 2011 at a
CAGR of 19.3% according to the CCMA, such growth has slowed in recent years and imports represent
a smaller percentage of overall construction machinery spending in China. As a result of the global
economic downturn, exports of construction machinery from China experienced a decrease in 2009.
However, as the global economy recovers, exports of construction machinery from China were more
than two folded from 2009 to 2011.
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We believe that the increase in exports of and demand for construction machinery from China-based
manufacturers is primarily due to a combination of improvements in technological capabilities, product

quality and reliability, increased brand recognition for construction machinery produced by China-

based manufacturers and their competitive prices as compared to similar products offered by
international manufacturers based in other countries. Construction machinery from China-based
manufacturers has become an attractive option in the global market, especially in developing countries
and regions such as Eastern Europe, Russia, Latin America, Africa, India, the Middle East and
Southeast Asia. Meanwhile, as sales of construction machinery to developing countries, including
India, the Middle East and Southeast Asia, have historically accounted for a large percentage of
Chinaes exports of construction machinery, the rapid economic growth in these areas has also driven
the increase in exports of construction machinery from China.

Favorable Government Policies

While the growth of construction machinery industry depends to a large extent on general economic
growth, it is more sensitive to government monetary and fiscal policies that affect fixed asset
investments compared to other industries. Starting in 2006, in order to meet the significant demand for
more advanced infrastructure systems driven by Chinaes economic growth, the PRC government has
announced efforts to expand, modernize and upgrade Chinaes infrastructure system. Such efforts have
increased, and are expected to continue to increase, demand for construction machinery. Large-scale
investments for the construction projects relating to the 2008 Olympics in Beijing, the 2010 Shanghai
World Expo, and the 2010 Asian Games in Guangzhou, Guangdong Province, have also stimulated the
growth in the construction machinery industry in China.

The PRC government has also committed to the implementation of various emission reduction
measures, including renovation projects for steel plants, power plants, concrete plants and large-scale
nuclear power plant projects. We believe these projects will significantly contribute to the growth of
the construction machinery industry. Furthermore, urbanization and the associated infrastructure
construction including construction of railroad, highway and sewage systems will also increase the
demand for construction machinery.

In addition to the policies related to fixed asset investments and infrastructure, the PRC government
has announced and implemented several policies, including the Plan for Adjusting and Promoting the
Equipment Manufacturing Industry in 2009. The Plan includes encouraging policies for merger and
acquisition of enterprises and export of equipments. The Plan also encourages the use equipments made
domestically as well as the use of the overseas resources and markets. We believe local governmental
authorities will issue further detailed policies to implement the Plan which will result in additional
benefits to us. The PRC government has also announced policies on restricting the activities of
construction contractors, which have resulted in increased demand for construction machinery. For
example, in 2004, the PRC government prohibited concrete mixing on urban construction sites in
124 cities. Currently, over 300 cities have adopted and implemented this restriction. We believe this
restriction has increased the demand and sales of concrete machinery. The prohibition increased the
sales of our concrete machinery such as truck-mounted concrete mixers used to deliver concrete.
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The Barriers to Entering Chinass Market

Chinaes construction machinery industry is capital intensive as reflected in the capital requirement of
its technology, production permits, supply chain and human resources. In respect of technology,
products with higher technological capabilities are needed to expand market share, and more
investment is needed for research and development of new products in order to consolidate market
position. In respect of production permits, the production of cranes requires the relevant governmental
approvals. As for supply chain, a new player of the market will typically need much more expenses in

order to compete with the current players as certain key components have to be purchased from
upstream factories with limited production capacity, and some components such as chassis require
longer manufacturing time than other components. In respect of human resources, a large number of
technicians with special expertise are generally required for the production of construction machinery,

including the production of technologically-advanced equipment such as digital control equipment

which require special expertise to operate. Therefore, the Company has to engage sufficient skilled
laborers to meet the production demand.

MAJOR MARKETS AND COMPETITION OF ZOOMLION

Concrete Machinery Sector

Concrete machinery is used for the production, transportation and laying of concrete in various
commercial and residential construction sites and infrastructure projects.

The global concrete machinery markets are mainly divided into mature markets, emerging markets and






We believe the potential growth of the crane machinery market will be driven by various large-scale
construction projects, including urban renovation projects, wind farm projects, nuclear power plant
projects and other energy-saving and emission reduction projects, including the renovation of steel
plants, power plants and concrete plants, which both the public and private sectors in China have
undertaken to implement.

Chinaes Earth Working Machinery Sector

Earth working machinery is widely used in road construction, mining and other types of construction
activities. Earth working machinery mainly includes loaders, bulldozers and excavators. The following
table sets forth the sales volume of the major earth working machinery products that we also produced
in China in 2011:

Excavator Bulldozer Loader

Sales volume in 2011 (UNItS) . .. oottt e e 176,135 13,094 246,981
Source: CCMA

Our major product in the earth working machinery sector is excavators. According to CCMA, from
2001 to 2011, sales volume of excavators in China increased by a CAGR of 30.4%. The following chart
sets forth the sales volume of excavators in China for the periods indicated:
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We believe the market for excavators presents a strong potential for growth in the long term. Currently,
a significant portion of the excavators used in China are imported, which is primarily due to the higher

technological requirements for excavators, as compared with other construction machinery, and the
lack of pricing advantage of China-based manufacturers as a result of the abundant supply of imported
pre-owned machinery from Japan and Korea in China. However, as China-based excavator
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manufacturers enhance their technologies, increase capital expenditures and improve the quality human
resources, we believe the market share for excavators made by China-based manufacturers will
continue to increase. In particular, Zoomlion increased its market share from 0.4% in 2009 to 1.1% in
2011, according to CCMA. Zoomliones market share further increased to 2.5% for the nine months
ended September 30, 2012. Meanwhile, excavators are widely used in developed countries, and have
even replaced the use of loaders. We expect excavators to gradually replace loaders in China as the
construction machinery industry becomes more technologically advanced.

OUTLOOK FOR CHINA«S CONSTRUCTION MACHINERY INDUSTRY

We believe the construction machinery industry in China will continue to grow steadily due to various
reasons, including Chinaes on-going urbanization driven by economic growth, expected future
investments in the infrastructure sector and real estate development and the continued growth in
demand for construction machinery exports. Based on CCMAes forecast, total sales revenue of
construction machinery industry in China is expected to reach RMB900 billion in 2015 in terms of
revenues.

We expect the economic growth in China will