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IMPORTANT

IMPORTANT: If you are in any doubt about the contents of this prospectus, you should obtain independent
professional advice.

Changsha Broad Homes Industrial Group Co., Ltd.
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(A joint stock company incorporated in the People’s Republic of China with limited liability)
Number of Offer Shares under : 121,868,000 H Shares (subject to the Over-allotment
the Global Offering Optlon)
Number of Hong Kong Offer Shares : 12,187,200 H Shares (subject to adjustment)
Number of International Offer Shares : 109,680,800 H Shares (subject to adjustment and the
Over-allotment Option)
Maximum Offer Price : HKS$12.48 per Offer Share, plus brokerage of 1.0%,
SFC transaction levy of 0.0027% and Hong Kong
Stock Exchange trading fee of 0.005% (payable in full
on application in Hong Kong dollars and subject to
refund)
Nominal value : RMBI1.00 per H Share
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Hong Kong Exchanges and Clearing Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited
take no responsibility for the contents of this prospectus, make no representation as to the accuracy or completeness and expressly disclaim any
liability whatsoever for any loss howsoever arising from or in reliance upon the whole or any part of the contents of this prospectus.
A copy of this prospectus, having attached thereto the documents specified in “Appendix IX — Documents Delivered to the Registrar of
Companies in Hong Kong and Available for Inspection”, has been registered by the Registrar of Companies in Hong Kong as required by
Section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance (Chapter 32 of the Laws of Hong Kong). The
Securities and Futures Commission and the Registrar of Companies in Hong Kong take no responsibility for the contents of this prospectus or
any other documents referred to above.
The Offer Price is expected to be fixed by agreement between the Joint Global Coordinators (for themselves and on behalf of the
Underwriters) and us on the Price Determination Date. The Price Determination Date is expected to be on or about Wednesday, October 30,
2019 and, in any event not later than Tuesday, November 5, 2019. The Offer Price will be not more than HK$12.48 per Offer Share and is
currently expected to be not less than HK$9.68 per Offer Share, unless otherwise announced. Applicants for Hong Kong Offer Shares are
required to pay, upon application, the maximum Offer Price of HK$12.48 for each Hong Kong Offer Share together with a brokerage fee of
1.0%, a SFC transaction levy of 0.0027% and a Hong Kong Stock Exchange trading fee of 0.005%, subject to refund if the Offer Price as
finally determined is less than HK$12.48 per Offer Share. If, for any reason, the Offer Price is not agreed by Tuesday, November 5, 2019
between the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and us, the Global Offering will not proceed and
will lapse.
The Joint Global Coordinators (for themselves and on behalf of the Underwriters) with our consent may, where they consider it
appropriate, reduce the number of Hong Kong Offer Shares and/or the indicative Offer Price range below that is stated in this
prospectus (which is HK$9.68 to HK$12.48) at any time prior to the morning of the last day for lodging applications under the
Hong Kong Public Offering. In such a case, notices of the reduction in the number of Hong Kong Offer Shares and/or the indicative
Offer Price range will be published in the South China Morning Post (in English) and the Hong Kong Economic Times (in Chinese) as
soon as practicable following the decision to make such reduction, and in any event not later than the morning of the day which is the
last day for lodging applications under the Hong Kong Public Offering. Such notices will also be available on the website of our
Company at www.bhome.com.cn and on the website of the Hong Kong Stock Exchange at www.hkexnews.hk. For details, please refer
to the sections headed “Structure of the Global Offering” and “How to Apply for Hong Kong Offer Shares”.
We are incorporated, and most of our businesses are operated, in the PRC. Potential investors should be aware of the differences in legal,
economic and financial systems between the PRC and Hong Kong and that there are different risk factors relating to investments in
PRC-incorporated businesses. Potential investors should also be aware that the regulatory framework in the PRC is different from the
regulatory framework in Hong Kong and should take into consideration the different market nature of the H Shares. Such differences and risk
factors are set out in the sections headed “Risk Factors,” “Appendix VI-Summary of Certain Legal and Regulatory Matters” and “Appendix
VII-Summary of the Articles of Association”. Potential investors should consider carefully all the information set out in this prospectus and,
in particular, the matters discussed in the abovementioned sections.
The obligations of the Hong Kong Underwriters under the Hong Kong Underwriting Agreement are subject to termination by the
Joint Global Coordinators (for themselves and on behalf of the Underwriters) if certain grounds arise prior to 8:00 a.m. on the
Listing Date. Such grounds are set out in the section headed “Underwriting” in this prospectus. It is important that you refer to that
section for further details.
The Offer Shares have not been and will not be registered under the U.S. Securities Act and may not be offered or sold, pledged or transferred
within the United States, except in transactions exempt from, or not subject to, the registration requirements of the U.S. Securities Act. The
Offer Shares are being offered and sold outside the United States in offshore transactions in reliance on Regulation S under the U.S. Securities
Act, and to QIBs in the United States pursuant to Rule 144A of the U.S. Securities Act.

Thursday, October 24, 2019



EXPECTED TIMETABLE®

The Company will issue an announcement in Hong Kong to be published in the South China
Morning Post (in English) and the Hong Kong Economic Times (in Chinese) if there is any

change in the following expected timetable of the Hong Kong Public Offering.

Latest time to complete electronic applications under White Form eIPO service
through the designated website at www.eipo.com.hk® ... .. .. .. ... ....... ...

Application lists of the Hong Kong Public Offering open® ... ..................

Latest time to lodge WHITE and YELLOW Application Forms ................

Latest time to give electronic application instructions to HKSCC® ... ... .......

Latest time to complete payment for White Form eIPO applications by effecting
internet banking transfer(s) or PPS payment transfer(s) ......................

Application lists of the Hong Kong Public Offering close ......................

Expected Price Determination Date® .. ..... .. ... .. ... .. ... .. .. .. .

Announcement of:
. the Offer Price;
» the indication of the level of interest in the International Offering;

»  the indication of the level of interest in the Hong Kong Public Offering;
and

» the basis of allocation of the Hong Kong Offer Shares;

to be published in the South China Morning Post (in English) and the Hong Kong
Economic Times (in Chinese) and on the website of the Hong Kong Stock
Exchange at www.hkexnews.hk and our Company at www.bhome.com.cn(©® on
or before

Results of allocations in the Hong Kong Public Offering (with successful applicants’
identification document numbers, where appropriate) to be available through a
variety of channels (see the section headed “How to Apply for Hong Kong Offer
Shares™) from . .. ... .

Results of allocations in the Hong Kong Public Offering will be available at
www.iporesults.com.hk (alternatively: English https://www.eipo.com.hk/en/
Allotment; Chinese https://www.eipo.com.hk/zh-hk/Allotment) with a “search
by ID” function from . ... ..

Despatch of H Share certificates onorbefore . ...............................

and/or White Form e-Refund payment instructions
and/or refund cheques (if applicable) on or beforeM® . .. ... .. ... ... ... ... ....

Dealings in H Shares on the Hong Kong Stock Exchange expected to commence
0

11:30 a.m. on
Tuesday, October 29,
2019

11:45 a.m. on
Tuesday, October 29,
2019

12:00 noon on
Tuesday, October 29,
2019

12:00 noon on
Tuesday, October 29,
2019

12:00 noon on
Tuesday, October 29,
2019

12:00 noon on
Tuesday, October 29,
2019

Wednesday, October 30,

2019

Tuesday, November 5,
2019

Tuesday, November 5,
2019

Tuesday, November 5,
2019

Tuesday, November 5,
2019

Tuesday, November 5,
2019

Wednesday, November 6,

2019
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All times refer to Hong Kong local time. Details of the structure of the Global Offering, including its conditions, are set out in the section
headed “Structure of the Global Offering” in this prospectus.

You will not be permitted to submit your application through the designated website at www.eipo.com.hk after 11:30 a.m. on the last
day for submitting applications. If you have already submitted your application and obtained an application reference number from the
designated website at or before 11:30 a.m., you will be permitted to continue the application process (by completing payment of
application monies) until 12:00 noon on the last day for submitting applications, when the application lists close.

If there is a tropical cyclone warning signal number 8 or above, or a “black” rainstorm warning and/or Extreme Conditions in force in
Hong Kong at any time between 9:00 a.m. and 12:00 noon on Tuesday, October 29, 2019, the application lists will not open on that day.
See “How to apply for Hong Kong Offer Shares—10. Effect of bad weather on the opening of the application lists.” If the application
lists do not open and close on Tuesday, October 29, 2019, the dates mentioned in this section “Expected Timetable” may be affected. An
announcement will be made by us in such event.

Applicants who apply for Hong Kong Offer Shares by giving electronic application instructions to HKSCC should refer to the section
“How to Apply for Hong Kong Offer Shares—6. Applying by giving electronic application instructions to HKSCC via CCASS” in
this prospectus.

We expect to determine the Offer Price by agreement with the Joint Global Coordinators (on behalf of the Underwriters) on the Price
Determination Date. The Price Determination Date is expected to be on or around Wednesday, October 30, 2019 and, in any event, not
later than Tuesday, November 5, 2019. If, for any reason, the Offer Price is not agreed among the Joint Global Coordinators (on behalf of
the Underwriters) and us by Tuesday, November 5, 2019, the Hong Kong Public Offering and the International Offering will not
proceed.

The website, and all of the information contained on the website, does not form part of this prospectus.

H Share certificates for the Hong Kong Offer Shares will only become valid certificates of title provided that (i) the Global Offering has
become unconditional in all respects, and (ii) neither of the Underwriting Agreements has been terminated in accordance with its terms,
which is scheduled to be at around 8:00 a.m. on Wednesday, November 6, 2019. Investors who trade H Shares on the basis of publicly
available allocation details before the receipt of H Share certificates or before the H Share certificates becoming valid certificates of title
do so entirely at their own risk.

e-Refund payment instructions/refund cheques will be issued in respect of wholly or partially unsuccessful applications, and also in
respect of successful applications if the Offer Price is less than the price payable on application. Part of the applicant’s Hong Kong
identity card number or passport number, or, if the application is made by joint applicants, part of the Hong Kong identity card number or
passport number of the first-named applicant, provided by the applicant(s), may be printed on the refund cheque, if any. Such data would
also be transferred to a third party for refund purposes. Banks may require verification of an applicant’s Hong Kong identity card number
or passport number before cashing the refund cheque. Inaccurate completion of an applicant’s Hong Kong identity card number or
passport number may lead to delay in encashment of, or may invalidate, the refund cheque.

L INA3

You should read carefully the sections entitled “Underwriting”, “How to Apply for Hong Kong

Offer Shares”, and “Structure of the Global Offering” in this prospectus, for details relating to the
structure and conditions of the Global Offering, how to apply for Hong Kong Offer Shares and the
expected timetable, including, among other things, conditions, effect of bad weather and the despatch
of refund cheques and H Share certificates.
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OUR PRODUCTION FACILITIES
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A One of Our PC Factories:

Hunan Changsha Lugu Factory Phase 11
located in Changsha, Hunan Province

¥ Finished PC Unit Products
Our PC Production Lines A

PC Unit Products Loaded for Transportation ¥




PREFABRICATED BUILDINGS

A Prefabricated Buildings: Bluebay Hotel and Residential Buildings located in
Zhangjiajie, Hunan Province
Time of Completion: August 2017
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A Prefabricated Buildings under Construction: Bluebay Residential
Buildings Phase I located in Ningxiang, Hunan Province
Time of Completion: April 2013



PREFABRICATED BUILDINGS

7

=

U
s

117777
~TFITIIIIIITI

B
s
N
BE
S
o
by
L
=
N
P
Py,
e~
[y
Ty,

ITTTTTITF It

A Prefabricated Building: Lotus Garden (Residential
Buildings) located in Changsha, Hunan Province
Time of Completion: December 2009
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A Fully Prefabricated Villa: Fontainebleau Villa located

in Changsha, Hunan Province
Time of Completion: June 2015

A Fully Prefabricated Villa Bhouse Garden located in Changsha, Hunan Province

Time of Completion: May 2009



OUR PRODUCTS’ APPLICATION

A Our Product (Precast Wall Panel) Being Lifted

¥ Our Product (Exterior Wall Panel) Being Assembled

*The above pictures were taken in the construction site of Lugu Town, the residential building project located in Changsha, Hunan Province.
The construction of the project was completed in September 2018.
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SUMMARY

This summary aims to give you an overview of the information contained in this prospectus.
As this is a summary, it does not contain all the information that may be important to you and is
qualified in its entirety by, and should be read in conjunction with, the full text of this prospectus.
You should read this prospectus in its entirety including the appendixes hereto, which constitute an
integral part of this prospectus, before you decide to invest in our H Shares.

There are risks associated with any investment. For details of the particular risks in investing
in our H Shares, please refer to the section headed “Risk Factors” in this prospectus. You should
read that section carefully before you decide to invest in our H Shares.

OVERVIEW

We are the pioneer and leader in the industrialization of construction industry in the PRC.
Leveraging on our strong technology capability accumulated throughout years and continuous
innovation, research and development efforts, we have become a platform to provide comprehensive
solutions of industrialization of construction industry in China, which comprises globalized, scalable,
professionalized and intelligent manufacturing of prefabricated buildings and services.

We conduct our business in three segments, namely PC unit manufacturing business, PC equipment
manufacturing business and construction contracting business. In our PC unit manufacturing business, we
provide customers with comprehensive solutions for prefabricated construction, including PC unit design,
manufacturing and assembling consultation. In our PC equipment manufacturing business, we sell PC
equipment and provide various related services to our customers, substantially all of whom are currently the
Joint Factories in which we hold minority interest. The PC equipment sold by us is manufactured by OEM
service providers based on our design and production methods whereas we did not participate in the
manufacturing work of the PC equipment. In our construction contracting business, we, as a general
construction contractor, perform the construction contract in accordance with designs and timetable
provided by architectural design organization and the project owner.

We established a dual-engine driven model with a combination of wholly-owned factories and
Joint Factories to achieve a rapid asset-light expansion across the country. We conduct our PC unit
manufacturing business through our wholly-owned factories strategically located in the vicinity areas
of the major cities or provincial capital cities where scalable market demand for PC units lies. Due to
the economic transportation radius of 150 km of a PC factory, it requires a widespread network of PC
factories across the country in order to support the business growth and capture the growth of various
local markets. As such, we initiated Broad Homes United Program as another engine of our business
expansion to quickly capture the local market with limited capital commitment at the early stage of the
market development. Under such program, we cooperate with selective local partners with abundant
resources who become the majority shareholder to set up Joint Factories to manufacture PC units in
regions which in our view have less scalable market demands for PC units. As a minority shareholder,
we usually hold 35% equity interest in the Joint Factories, which are recorded as either our associates
or financial assets at fair value through profit or loss in our financial statements. Through sale of PC
equipment and provision of various services to the Joint Factories, we are able to promote our
management system for PC unit manufacturing. As such, Broad Homes United Program not only
enables us to expand our footprint nationwide but also drives the sale of our PC equipment to the Joint
Factories and the development of our PC equipment manufacturing business segment. Please refer to
the section headed “Business—Our PC Unit Manufacturing Business—Broad Homes United Program”
for details.
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We are committed to establishing a digitized system covering the entire industry chain of
construction in which various elements of the industry chain can be defined and the entire construction
process, from design and manufacturing to construction, operation and maintenance, can be simulated
in the cyber space by adopting information technology. Such process determines the variables in the
construction process, and is driven by data through IoT to guide the operation and implementation of
construction process in the physical space. Through bridging the gap between construction industry
and industrialized operation, we have transformed the traditional scattered construction industry, which
relies on handcrafts of workers, into modern industrialized manufacturing, which is intensive and
efficient. Moreover, together with other market players along the industry chain, we have formulated
standards of construction industrialization to establish an industry ecosphere.

We were the largest prefabricated construction service provider equipped with capabilities in
both PC unit manufacturing and PC equipment manufacturing in the world in terms of revenue in
2018. We were the largest PC unit manufacturer in the PRC in terms of revenue in 2018 with a market
share of 13.0%, and the largest PC equipment manufacturer in the PRC in terms of revenue in 2018
with a market share of 38.3%, according to Frost & Sullivan. As of April 30, 2019, we had 15 wholly-
owned PC factories and contracted to invest in 85 Joint Factories, covering 100% (in terms of number)
of cities with GDP over RMB1,000 billion in 2018 and 65% (in terms of number) of cities with GDP
over RMB100 billion in 2018 across China. As of April 30, 2019, we had invested in 60 Joint Factories
and paid a total capital contribution of RMB1,752.4 million, as well as contracted to invest in but have
yet to make the capital contribution to 25 Joint Factories. For the years ended December 31, 2016,
2017 and 2018 and the four months ended April 30, 2019, we made capital contribution of RMB355.6
million, RMB771.0 million, RMB450.0 million and RMB45.8 million to the Joint Factories,
respectively; and as of December 31, 2016, 2017 and 2018 and April 30, 2019, we had made capital
contribution to 19, 41, 59 and 60 Joint Factories, respectively. As of December 31, 2018, the total
production capacity of our wholly-owned PC factories and the Joint Factories was approximately 5.3
million cubic meters, accounting for approximately 16.1% of the overall production capacity of the PC
unit market in China. We are capable of developing the whole set of PC equipment and conducting
overall planning for the construction of PC unit manufacturing factories.

We were the first in the industry to possess a technology system covering the entire industry
chain with proprietary intellectual property. Early in 1996, our founder and management team entered
the field of construction industrialization. We were also among the first batch of enterprises having
been named as National Housing Industrialization Bases (BIZ{EEE ¥ {bHH), and the only
prefabricated construction enterprise having been selected for the Pilot Demonstration Project of
Intelligent Manufacturing 2018 (2018 &gl E/R#IHH) by the MIIT. With over 20 years of
experience of our founder and management team in the industry, we have formed partnership with
eight of the top 10 real estate developers (in terms of saleable area in 2017 according to Frost &
Sullivan) and six of the top 10 construction companies (in terms of aggregate amount of contract value
in 2017 according to Frost & Sullivan). We have supplied PC units exclusively to several landmark
projects in China.

During the Track Record Period, our revenue was generated from three segments:

e PC Unit Manufacturing

We provide customers with comprehensive solutions for prefabricated construction, including
PC unit design, manufacturing and assembling consultation. Leveraging on over 20 years of experience

2



SUMMARY

of our founder and management team, we have developed PC-CPS, an intelligent manufacturing
management system, which has integrated all aspects of our business operation into one cyber system
where data and information is gathered and shared among different business functions and operations
are driven and conducted automatically by the system. As such, we are able to digitize our business
operation, allocate production resources efficiently and optimize our production capacity to achieve
mass production of PC units and supply to various customers for various projects based on the
construction progress of each project. For the years ended December 31, 2016, 2017 and 2018 and the
four months ended April 30, 2019, the revenue from the PC unit manufacturing business amounted to
RMB441.9 million, RMB891.2 million, RMB854.3 million and RMB350.7 million, respectively,
accounting for 26.4%, 46.0%, 37.7% and 54.3% of our total revenue respectively; the gross profit from
the PC unit manufacturing business amounted to RMB177.6 million, RMB284.5 million, RMB203.6
million and RMB71.8 million respectively, accounting for 29.5%, 40.4%, 28.1% and 44.1% of our
total gross profit respectively.

e PC Equipment Manufacturing

Under Broad Homes United Program, we, after taking into account the market needs, cooperate
with selective local partners to set up the Joint Factories. As part of our Broad Homes United Program,
we sell to the Joint Factories PC equipment specifically designed by us for the production of PC units
that are well compatible with our PC-CPS, and provide various value-added services. The major
purpose for Broad Homes United Program is to quickly capture the local market with limited capital
commitment at the early stage of the market development and promote our management system for PC
unit manufacturing. We believe our production equipment and management system is one of the key
competitive advantages against other competitors in PC unit manufacturing market, and through
collaboration with JF Partners, we are able to enhance our presence in the local market and empower
the Joint Factories to compete against the competitors in the local market by leveraging on the strong
production capability of our PC equipment and our management system. As such, during the Track
Record Period, substantially all of our PC equipment was sold to the Joint Factories. In the future, we
may consider selling our PC equipment to other PC manufacturers when the market condition and the
competition situation allow. The PC equipment sold by us is manufactured by OEM service providers
based on our design and production methods but we did not participate in the manufacturing work of
the PC equipment. For the years ended December 31, 2016, 2017 and 2018 and the four months ended
April 30, 2019, the revenue from the PC equipment manufacturing business amounted to RMB330.4
million, RMB836.2 million, RMB1,226.3 million and RMB218.4 million, respectively, accounting for
19.8%, 43.2%, 54.0% and 33.8% of our total revenue respectively; the gross profit from the PC
equipment manufacturing business amounted to RMB135.2 million, RMB361.5 million, RMB466.4
million and RMB72.1 million, respectively, accounting for 22.4%, 51.2%, 64.4% and 44.3% of our
total gross profit respectively. Since some of the Joint Factories are recorded as our associates, our
sales and purchases with them are recognized as related party transactions according to IAS 24 Related
Party Disclosures. Unrealized profits and losses shall be deducted from the revenue and cost of sales
we recorded from such related party transactions based on our shareholding percentage in the relevant
associates according to IAS 28 Investments in Associates and Joint Ventures.

*  Construction Contracting

We participate in the construction of prefabricated buildings as a general construction
contractor in selective projects. During the years from 2012 to 2015, we mainly acted as a general
construction contractor in prefabricated building construction projects, before we decided to focus on

3
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PC unit and equipment manufacturing business in 2016. This focus change is primarily driven by our
intention to concentrate our strengths on PC unit and PC equipment manufacturing and further develop
our PC unit design and production management system. For the years ended December 31, 2016, 2017
and 2018 and the four months ended April 30, 2019, the revenue from the construction contracting
business amounted to RMB899.2 million, RMB208.3 million, RMB188.5 million and RMB76.9
million, respectively, accounting for 53.8%, 10.8%, 8.3% and 11.9% of our total revenue respectively;
the gross profit from the construction contracting business amounted to RMB289.6 million, RMB58.9
million, RMB54.5 million and RMB19.0 million, respectively, accounting for 48.1%, 8.4%, 7.5% and
11.6% of our total gross profit respectively.

For more details of our business, please refer to the section headed “Business”.

For the year ended December 31, 2016, our revenue was mainly derived from construction
contracting business, which accounted for 53.8% of our total revenue while PC unit manufacturing
business and PC equipment manufacturing business accounted for 26.4% and 19.8% of our total
revenue, respectively. We have decided to focus on PC unit manufacturing and PC equipment
manufacturing business since 2016. As such, for the year ended December 31, 2017, the revenue
generated from construction contracting business dropped to 10.8% of the total revenue, while the
revenue generated from PC unit manufacturing business and PC equipment manufacturing business
accounted for 46.0% and 43.2% of the total revenue, respectively. For the year ended December 31,
2018, the revenue generated from construction contracting business further dropped to 8.3% of the
total revenue of the year, while revenue generated from PC unit manufacturing business and PC
equipment manufacturing business accounted for 37.7% and 54.0% of the total revenue for the year,
respectively. Due to the fast expansion of the Joint Factories network, the revenue from the PC
equipment manufacturing business accounted for a larger percentage in our total revenue than the
revenue generated from the PC unit manufacturing business in 2018. For the four months ended April
30, 2019, due to increased sales volume of our PC units as a result of the growth of the market, the
revenue generated from the PC unit manufacturing business accounted for 54.3% of the total revenue
for the period while the revenue generated from the PC equipment manufacturing business and
construction contracting business accounted for 33.8% and 11.9% of the total revenue for the period
respectively.

Driven by the large demand for PC units and PC equipment to be generated along with the fast
growth of prefabricated construction industry, we expect (i) our revenue from PC unit manufacturing
business will continue to grow in the next few years, and gradually become the major component of
our revenue; (ii) the revenue from our PC equipment manufacturing business will increase steadily but
with decreasing proportion in our total revenue; and (iii) the revenue and the share of our revenue from
the construction contracting business will remain at the similar level or less as we expect to continue to
focus on the PC unit manufacturing business and the PC equipment manufacturing business and will
only selectively undertake construction contracting projects that may require innovated construction
technology to facilitate our research and development on intelligent construction sites in the future.

PRODUCTION FACILITIES, CAPACITY AND UTILIZATION

As of April 30, 2019, we had 15 wholly-owned PC factories with 55.5 production lines for PC
units. In the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, the annual capacity of our PC unit production line was 1,215,000 cubic meters, 1,545,000 cubic
meters, 1,665,000 cubic meters and 1,665,000 cubic meters (on annualized basis), respectively. The
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average utilization rate of our PC production lines is approximately 25.8%, 27.6%, 17.4% and 24.9%
for the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30, 2019,
respectively. The utilization rate is calculated as dividing the volume of PC unit produced in the period
by the production capacity of the same period.

RESEARCH AND DEVELOPMENT

We believe that our strong research and development capabilities are fundamental to our
leading market position and are key to maintaining such position and sustainable development. In
particular, we focus on digitalization of manufacturing and management process as well as
construction, upgrading equipment for PC unit manufacturing, developing new products and improving
foundational technologies in prefabricated constructions. Our founder and management team entered
the field of construction industrialization in 1996 and have researched on the prefabricated construction
technologies for over 20 years. Through years of research, extensive verification experiments on newly
developed PC units with collaboration with professional research institutions, actual operation of
multiple factories and extensive experience from a large number of construction projects in China, we
have developed a set of technologies of prefabricated construction as well as the capability of
designing PC equipment, and established the whole-process digitized management system.

As of April 30, 2019, we owned eight pieces of software copyrights that we consider material
to our business and 515 patents, including 42 invention patents, 404 utility model patents and 69
appearance design patents. Furthermore, as of April 30, 2019, we were in the process of applying for
439 patents, including 223 invention patents and 212 utility model patents and four appearance design
patents. For more details please refer to the section headed “Business—Research and Development”.

BACKLOG AND NEW CONTRACT VALUE
Backlog

Backlog represents our estimate of the contract value of products or services that remain to be
completed as of a certain date. The contract value of a project represents the amount that we expect to
receive under the terms of the contract, assuming that the contract is performed in accordance with its
terms. Backlog is not a measure defined by generally accepted accounting principles. As of April 30,
2019, our backlog was approximately RMBS5,185.1 million.

New Contract Value

New contract value represents the aggregate value of contracts that we entered into during a
specified period. The value of a contract is the amount that we expect to receive under the terms of the
contract if the contract is performed in accordance with its terms. For the years ended December 31,
2016, 2017 and 2018 and the four months ended April 30, 2019, our total new contract value was
approximately RMB2,440.0 million, RMB3,562.3 million, RMB4,618.3 million RMB1,241.9 million,
respectively.

SALES AND MARKETING

Our major clients are real estate developers, government investment vehicles and construction
companies in the PRC in PC unit manufacturing business and construction contracting business, and
the Joint Factories in PC equipment manufacturing business. We maintain good relationships with
these clients. In addition, we have solid cooperative relationships with top-notch PRC property
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developers, such as Hefei Vanke, Chenzhou Country Garden and Hefei Gemdale and large-scale
construction companies, such as China State Construction, which enable us to secure stable and large-
scale orders. In particular, we have built up a long term relationship for over three years with Hefei
Vanke. Our clients for sales of PC equipment are mainly the Joint Factories which were established by
us and our local partners under Broad Homes United Program.

We rely on our in-house sales and marketing team to market and sell our PC units in the PRC.
We have local marketing teams in cities where our wholly-owned PC factories are located. For our PC
unit manufacturing business and construction contracting business, we participate in tenders to win
contracts. The sales of PC equipment to the Joint Factories were part of our joint venture arrangement
under Broad Homes United Program and thus we do not separately maintain a sales and marketing
team for sales of PC equipment.

During the Track Record Period, we only attended bidding process for our PC unit
manufacturing business()). The table below sets forth the number of bids submitted for tendering, the
number of projects secured through tender process and the tender success rate for the indicated periods:

Four
months
Year ended ended
December 31, April 30,
2016 2017 2018 2019
Number of bids submitted for tendering .................................. 81 224 532 97
Number of projects secured through tender process ......................... 43 82 212 42

Tender success rate® . ... .. ... 53.1%36.6%39.8% 43.3%

Notes:

(1) In order to focus on PC unit manufacturing and PC equipment manufacturing business, we did not participate in any bidding process
for our construction contracting business during the Track Record Period; we did not participate in any bidding process for our PC
equipment manufacturing business as substantially all of our PC equipment was sold to the Joint Factories.

2) Our tender success rate is calculated based on the total number of projects we secured through the public tender process to the total
number of projects that we participated in a tender process to bid for.

For more details, please refer to the section headed “Business—Sales and Marketing”.

CLIENTS

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, our revenue from the five largest customers amounted to RMB678.0 million, RMB378.8 million,
RMB464.4 million and RMB282.3 million, accounting for 40.6%, 19.6%, 20.5% and 43.7% of our
total revenue, respectively; our revenue from the top customer amounted to RMBI167.7 million,
RMB90.3 million, RMB109.5 million and RMB94.1 million, representing 10.0%, 4.7%, 4.8% and
14.6% of our total revenue, respectively.

For more details, please refer to the section headed “Business—Clients”.

SUPPLY

The major raw materials for our PC unit manufacturing include cement, rebar and gravel.
During the Track Record Period, we primarily purchased raw materials from third-party suppliers in
the PRC. We manage our supplies and procurement through our PC-CPS supply chain module. The
key equipment comprising the production lines, including the PC equipment we sold to the Joint
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Factories, is produced by OEM service providers based on our design. During the Track Record
Period, we primarily engaged third-party equipment manufacturers in the PRC for OEM services.

For our construction contracting business, we engage third party subcontractors to provide
specialized construction services on the projects we undertake as a general contractor.

For the years ended December 31, 2016, 2017, 2018 and the four months ended April 30, 2019,
the purchases attributable to our five largest suppliers and subcontractors amounted to
RMB286.1 million, RMB599.0 million, RMB411.4 million and RMB94.6 million, representing 19.3%,
30.3%, 23.7% and 15.1% of our total purchases, respectively; while the purchases attributable to our
largest supplier amounted to RMB71.9 million, RMB238.1 million, RMB124.7 million and RMB22.3
million, representing 4.8%, 12.0%, 7.2% and 3.6% of our total purchases, respectively.

For more details of our procurement and suppliers, please refer to the section headed
“Business—Supply”’.

COMPETITIVE STRENGTHS

We believe the following strengths contribute to our success and differentiate us from our
competitors:

*  We are the pioneer and leader in the industry with advanced and unparalleled technology
systems, brand premium and client strengths;

*+  We, as a market leader, are well positioned to seize the opportunities arising from the
explosive growth in prefabricated construction industry in the PRC;

* We are the first to utilize the whole-process digitalized information system in the
prefabricated construction industry in China to realize the intelligent manufacturing driven
by massive data;

*  We have established a nationwide network under our dual-engine driven model with
combination of wholly-owned factories and Joint Factories, so as to achieve a rapid asset-
light expansion while maintaining our core values;

e Our continuous efforts in technology innovation have driven our development and led the
evolvement of our industry and its standards; and

*  We have a visionary founder and experienced management team, who have built a quality-

oriented corporate culture.

For more details, please refer to the section headed “Business—Our Competitive Strengths”.

BUSINESS STRATEGIES
To continue to grow our business, we intend to implement the following business strategies:
*  Continue to invest in domestic regional production centers and Joint Factories;
*  Upgrade our digital intelligent platform;
*  Continue to focus on strategic clients; and

*  Expand in overseas markets.
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For more details, please refer to the section headed “Business—Our Strategies”.

SHAREHOLDING STRUCTURE AND CONTROLLING SHAREHOLDERS

As at the Latest Practicable Date, our Company was controlled as to 74.79% by Chairman
Zhang and 25.21% by several pre-IPO investors. Chairman Zhang directly controlled approximately
46.91% of our share capital, and indirectly controlled approximately 27.88% of our share capital
through Broad Lingmu (a company wholly owned by Chairman Zhang), Daxin Investment (a limited
partnership whose general partner is Chairman Zhang, holding 66% partnership interest in Daxin
Investment), Dazheng Investment (a company owned as to 71.20% by Chairman Zhang, directly and
indirectly) and Fuyang Shangjiu (a limited partnership whose limited partner is Broad Lingmu, holding
approximately 99.33% partnership interest in it), respectively. The pre-IPO investors were introduced
in our Company primarily through the 2013 Capital Increase, the acquisition of our Shares from Broad
Lingmu and the 2017 Capital Increase. For details, please refer to the sections headed “History and
Development™ and “Relationship with the Controlling Shareholders.”

Immediately following completion of the Global Offering, Chairman Zhang, will, directly and
indirectly, control approximately 56.09% of our share capital, assuming that no Over-allotment Option
is exercised. As such, Chairman Zhang and the entities controlled by him, namely Broad Lingmu,
Dazheng Investment, Daxin Investment and Fuyang Shangjiu, will continue to be the Controlling
Shareholders of the Company.

We entered into a non-competition agreement with Chairman Zhang and Ms. Liu on
October 11, 2019, pursuant to which Chairman Zhang and Ms. Liu made non-competition
undertakings. For details, please refer to the section headed ‘“Relationship with the Controlling
Shareholders”.
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SUMMARY OF HISTORICAL FINANCIAL INFORMATION

The following table sets forth the summary of our consolidated statements of comprehensive
income for the indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000)  (RMB’000) (RMB’000)  (RMB’000)  (RMB’000)
(unaudited)
Revenue ............................. 1,671,495 1,935,689 2,269,129 355,308 646,009
Costofsales .......................... (1,069,012) (1,230,759) (1,544,582) (251,288)  (483,173)
Grossprofit . ......... ... ... ... ...... 602,483 704,930 724,547 104,020 162,836
Valuation gains on investment properties . .. — 13,966 53,871 40,468 —
Otherincome ......................... 50,825 53,069 32,044 15,504 11,624
Sales and distribution expenses ........... (80,309) (110,611) (111,746)  (30,771) (61,741)
General and administrative expenses . ...... (161,226) (174,037) (229,182)  (58,034) (68,449)
Research and development expenses . ... ... (96,383) (115,063) (125,971)  (39,690) (38,039)
Profit from operations ................. 315,390 372,254 343,563 31,497 6,231
Finance costs ......................... (55,322) (77,382) (72,412)  (24,858) (34,098)
Share of profits less losses of associates . . . . (17,120) (69,731) (98,321)  (38,451) (26,305)
Gains on disposal of subsidiaries .......... — 13,509 108,439 — —
Gains on loss of significant influence in
associates . ... ... — — 261,494 70,557 87,343
Gains on disposal of partial interest in
associates . ... ... — — — — 7,580
Gains on disposal of associates ........... — — 11,506 11,506 1
Profit beforetax ...................... 242,948 238,650 554,269 50,251 40,752
Incometax ............. .. ... ..., (45,302) (70,259) (87,965)  (12,790) (5,535)
Profit for the year/period . .............. 197,646 168,391 466,304 37,461 35,217

From 2016 to 2018, our revenue increased from RMB1,671.5 million to RMB2,269.1 million,
at a CAGR of 16.5%; and our gross profit increased from RMB602.5 million to RMB724.5 million, at
a CAGR of 9.7%. For the four months ended April 30, 2019, we had revenue of RMB646.0 million,
representing an increase of 81.8% as compared to the four months ended April 30, 2018; and we had

gross profit of RMB162.8 million, representing an increase of 56.5% as compared to the four months
ended April 30, 2018.

During the Track Record Period, we recorded government grants of RMBS56.7 million,
RMB56.1 million, RMB34.2 million and RMB11.0 million, respectively, representing 28.7%, 33.3%,
7.3% and 31.3% of our profit for the periods respectively. The government grants primarily include the
immediate refund of 50% of VAT payment for certain new products and other grants from local and
central government, such as industry development funds and government subsidies for development
and construction of property, plant and equipment.

We recorded gains on disposal of a subsidiary of RMB13.5 million in 2017 (representing 8.0%
of our profit for the year of 2017) as we lost control of a subsidiary and RMB108.4 million in 2018
(representing 23.3% of our profit for the year of 2018) for disposal of three subsidiaries. In 2016 and
2017, no gains or losses on disposal of associates were recorded. In 2018, we disposed of one associate
as we ceased to produce one of our products, and thus recorded gains on disposal of associate of
RMBI11.5 million, representing 2.5% of our profit for the year in 2018. For the year ended
December 31, 2018 and the four months ended April 30, 2019, we recorded gains on loss of significant
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influence in associates of RMB261.5 million and RMB87.3 million respectively, due to the
remeasurement of Joint Factories that we had made capital contribution to as financial assets at fair
value through profit or loss in the respective period. For the four months ended April 30, 2019, we
recorded gains on disposal of partial interest in associate of RMB7.6 million (representing 21.5% of
our profit for the four months ended April 30, 2019) as we disposed part of our equity interest in one
Joint Factory to a third party; and we recorded gains on disposal of associates of RMB512 due to the
deregistration of one associate.

For the years ended December 31, 2016, 2017 and 2018, our gross profit margin was 36.0%,
36.4% and 31.9% respectively. Our gross profit margin decreased from 36.4% in 2017 to 31.9% in
2018, primarily in connection with PC unit manufacturing business and PC equipment manufacturing
business. The gross profit margin decreased from 31.9% in 2017 to 23.8% in 2018 for our PC unit
manufacturing business and from 43.2% in 2017 to 38.0% in 2018 for our PC equipment
manufacturing business, primarily due to the increase in prices of raw materials including steel, cement
and gravel. During 2016 and 2017, we had a relatively stable gross profit margin. During the four
months ended April 30, 2019, we had a gross profit margin of 25.2%, representing a decrease from
29.3% for the four months ended April 30, 2018, primarily due to the decrease of gross profit margin
of PC equipment manufacturing business, as a result of decreased average selling price caused by a
discounted selling price we offered to one existing Joint Factory to expand its production capacity.

For the years ended December 31, 2016, 2017 and 2018, our profit for the year amounted to
RMB197.6 million, RMB168.4 million and RMB466.3 million, respectively. For the year ended
December 31, 2018, our profit for the year increased to RMB466.3 million from RMB168.4 million for
the year ended December 31, 2017, primarily due to the recognition of gains on loss of significant
influence in associates of RMB261.5 million and gains on disposal of subsidiaries of RMB108.4
million, while no such gains were recognized in 2017, and partially offset by an increase in general and
administrative expenses. Our profit for the year slightly decreased from RMB197.6 million for the year
ended December 31, 2016 to RMB168.4 million for the year ended December 31, 2017, primarily due
to an increase in the share of net loss of associates as we increased our investment in the Joint Factories
for the development of Broad Homes United Program while many of these Joint Factories were still in
the early stage of development. For the four months ended April 30, 2018 and 2019, we had a profit for
the period of RMB37.5 million and RMB35.2 million, remaining relatively stable.

Non-IFRS Measure

We recorded non-routine items during the Track Record Period. To supplement our
consolidated financial statements which are presented in accordance with IFRS, we also present profit
excluding the non-routine items and corporate income tax effect (“Adjusted Net Profit or Loss™) as a
non-IFRS measure for the investors to have a better understanding of as well as an easy comparison of
our profit during the Track Record Period without taking into account the non-routine items.
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The table below sets forth the Adjusted Net Profit or Loss of our Company as adjusted by
excluding the gain on disposal of subsidiaries, gain on loss of significant influence in associates and
gains on disposal of partial interest in associates, gains on disposal of associates during the Track
Record Period, taking into consideration the effect of corporate income tax:

For the four months ended
For the year ended December 31, April 30,

2016 2017 2018 2018 2019

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)

Gross Profit ......... ... ... ... ... ... ...... 602,483 704,930 724,547 104,020 162,836
Profit for the year/period ..................... 197,646 168,391 466,304 37,461 35,217
Adjustments for:
Gains on disposal of subsidiaries ........... — 13,509 108,439 — —
Gains on loss of significant influence in
asSOCIAtES . ... ... — — 261,494 70,557 87,343
Gains on disposal of partial interest in
aSSOCIAtES . ... .. — — — — 7,580
Gains on disposal of associates ............ — — 11,506 11,506 1
Corporate income tax impact .............. — (2,026) (12,7206) — —
Non-IFRS Measure
Adjusted Net Profit or (Loss) .................. 197,646 156,908 97,591 (44,602)  (59,707)

As affected by the seasonality, we had an Adjusted Net Loss of RMB59.7 million and
RMB44.6 million, respectively, for the four months ended April 30, 2019 and 2018, as opposed to an
Adjusted Net Profit of RMB97.6 million for the year ended December 31, 2018. The increase in our
Adjusted Net Loss during the four months ended April 30, 2019 as compared to the four months ended
April 30, 2018 was primarily due to an increase in sales and distribution expenses by 100.6%,
principally as a result of a significant increase in freight fee and a decrease in valuation gains on
investment properties. The Adjusted Net Profit decreased from RMB156.9 million for the year ended
December 31, 2017 to RMB97.6 million for the year ended December 31, 2018, primarily due to an
increase in general and administrative expenses and an increase in share of net loss of associates,
which was primarily attributable to the fact that the Joint Factories were in the early stage of
development and less profits were generated therefrom. The Adjusted Net Profit decreased from
RMB197.6 million for the year ended December 31, 2016 to RMB156.9 million for the year ended
December 31, 2017, primarily due to the increased share of net loss of associates as we increased our
investment in the Joint Factories for the development of Broad Homes United Program while many of
these Joint Factories were still in the early stage of development.

Joint Factories

During the Track Record Period, we have extended our footprint in the cities and regions across
the PRC by establishing Joint Factories to capture the opportunity to promote our brand and the
production and management system of PC unit manufacturing. In 2017 alone, we entered into joint
venture agreements for 44 new Joint Factories in aggregate. The revenue generated from the PC unit
manufacturing business increased by 101.7% in 2017 from 2016. With the quick expansion of the
network of Joint Factories and the rapid growth of business volume of wholly-owned PC factories, we
encountered increasing challenges in participating in the management and decision-making of each
Joint Factory through appointing director and arranging experienced management personnel.
Therefore, we explored and sought for a management model for Joint Factories which is suitable for
our current development. In late 2017, we adjusted the management model of Joint Factories and
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formulated the “two-level management strategy” on Joint Factories. Since early 2018, we started to
implement this “two-level management strategy”. Subject to the consent of the JF Partners, we
withdraw from participating in the decision-making process of the key operational management of
certain Joint Factories, to better respond to the challenges imposed on our limited management
resources with our implementation of Broad Homes United Program.

The details of our “two-level management strategy” are set out as follows:

Level one: for Joint Factories (i) located in or nearby cities or regions with GDP ranging
from RMB500 billion to RMB1,000 billion; (ii) whose JF Partners strongly expect us to be
more involved in the decision-making process of such Joint Factories; or (iii) located in
regions with relatively strong potential, we currently adopt level one management on
them. We are entitled to appoint director(s) in Joint Factories subject to level one
management. The number of director(s) appointed by us in the Joint Factories is
determined based on our shareholding in the Joint Factories. We are generally entitled to
appoint one or two directors in the level one Joint Factories. The directors appointed by us
attend the board meetings of the Joint Factories to participate in the management of the
Joint Factories as well as to facilitate the establishment and selection of the management
team of the Joint Factories and to export our valuable management experience. We also
exert our influence over the management of the Joint Factories through attending the
shareholders’ meeting to determine matters such as (i) formulation of annual business
plan; (ii) determination of annual budget and (iii) annual profit distribution or deficit
coverage plan. The annual business plan generally sets out the annual objectives with
respect to, among other things, the production volume, revenue, gross profit, net profit and
new contract value. Based on the performance of the Joint Factories, in case there is any
material obstacle in its continuous operation, we may determine whether to continue the
cooperation with the JF Partners pursuant to the joint venture agreements.

Level two: for certain Joint Factories (i) located in cities or regions with GDP below
RMBS500 billion; (ii) located close to our wholly-owned PC factories or other Joint
Factories; or (iii) where the level of construction business activity in the cities or regions is
below our expectation, we currently adopt level two management. In order to reallocate
our limited management resources and motivate the majority shareholder(s) of the Joint
Factories, after our negotiation and subject to the consent of the JF Partners, we no longer
held the decision-making rights in the key management decisions of the Joint Factories in
the board meetings or shareholder’s meetings (except for the decisions concerning the
matters of: (i) dividend distribution and making up losses; (ii) increase or decrease in
registered capital; (iii) merger, spin-off, insolvency, wind-up or any other change in the
formality of the Joint Factories; and (iv) amendment on the articles of associations) and
ceased to appoint directors and to be entitled to nominate directors. All the directors
appointed by us in level two Joint Factories resigned from the position as a director in the
Joint Factories and we no longer had effective board representation in level two Joint
Factories. Instead, we obtain information about the operation and financial performance of
level two Joint Factories by presenting in the regular meetings of Joint Factories (such as
the senior management meetings and regular business meetings), the financial data
provided to us quarterly as well as the data generated from the operation of PC-CPS in
case PC-CPS is installed in the Joint Factories, so as to keep track of the compliance by
those Joint Factories with the standards of our brand and reputation. In case of any breach
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of joint venture agreement by the JF Partner which may result in any adverse impact on
our brand and market reputation, we may request the JF Partner to rectify the same and in
case of serious breach, we may terminate the cooperation with the JF Partners and claim
for damages. Although we adjusted the strategies of managing level two Joint Factories,
the relevant adjustments are in line with the objectives of Broad Homes United Program.

We plan to continue to promote and implement the “two-level management strategy”. During
the Track Record Period, certain level one Joint Factories were re-categorized as level two Joint
Factories for one or more of the following reasons: (i) the Joint Factory is located in a city or region
with GDP below RMBS500 billion; (ii) the Joint Factory is in close proximity to one or more wholly-
owned PC factories or other Joint Factories; and (iii) the level of construction activity in the city or
region where the Joint Factory is located in is lower than expectation. For example, as of the Latest
Practicable Date, we further categorized ten level one Joint Factories that we had made capital
contribution to as of December 31, 2018 as level two Joint Factories, as they are geographically
located close to other Joint Factories or to our wholly-owned PC factories; as well as identified five
Joint Factories that we had made capital contribution to as of the Latest Practicable Date as level two
Joint Factories. As of the Latest Practicable Date, among the Joint Factories which we had made
capital contribution to, 45 Joint Factories were identified and classified as level two Joint Factories.
Based on mutual agreement after arm’s length negotiation and the articles of association (or as
amended) of those Joint Factories, we are not involved in the key operational management of these 45
Joint Factories.

Depending on whether we have significant influence on the Joint Factories that we had made
capital contribution to, we recorded them as either associates (for level one Joint Factories) or financial
assets at fair value through profit or loss (for level two Joint Factories) in our financial statements. We
record our interest in level one Joint Factories as associates as we have significant influence over their
financial and operational policy decisions. Any profit less loss attributable to us from these level one
Joint Factories is recognized in our consolidated statements of comprehensive income. During the
Track Record Period, as some of the level one Joint Factories were under construction or trial
operation or still in ramp-up period and had not yet recorded any profit from their operation, we
recorded losses in our investments in associates as a whole. We recorded a negative share of profits
less losses of associates of RMB17.1 million, RMB69.7 million, RMB98.3 million and RMB26.3
million, respectively, for the years ended December 31, 2016, 2017 and 2018 and the four months
ended April 30, 2019. However, based on the internal feasibility study we conducted before investing
in the Joint Factories, we generally expect the Joint Factories to record profits after three to five years
and achieve payback after eight years commencing from the signing date of the joint venture
agreement. As most of the Joint Factories were established less than three years, we expect we may
continue to record negative share of profits less losses of associates in near future although six Joint
Factories (which are recorded as associates) recorded profit in 2018Nore,

With the implementation of the “two-level management strategy” in early 2018, we re-
categorized certain level one Joint Factories as level two Joint Factories as we ceased to have
significant influence over such level one Joint Factories. Our interest in such level one Joint Factories
were remeasured as financial assets at fair value through profit or loss according to IAS 28 Investments
in Associates and Joint Ventures. Upon remeasurement, gains or losses were recorded for any
difference between the fair value of financial assets at fair value through profit or loss, which is
determined by valuation, and the interest in associates in our consolidated statements of financial

Note : according to the management accounts of such Joint Factories.
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position. If higher, gains are recorded and if lower, losses are recorded. During the Track Record
Period, gains were so recorded on loss of significant influence in associates. Consequently, such gains
on loss of significant influence in associates effectively represent the reversal of losses of these Joint
Factories previously shared by our Group when they were accounted for and measured as associates
under equity method.

We recorded gains on loss of significant influence in associates of RMB261.5 million in 2018
(representing 56.1% of our profit for the year) and RMB87.3 million for the four months ended
April 30, 2019, which was resulted from the remeasurement of 30 and four Joint Factories that we had
made the capital contribution to in the respective periods. If we had not remeasured such Joint
Factories as financial assets at fair value through profit or loss, we would have recorded a negative
share of profits less losses of associates of RMB136.2 million in 2018 and RMB61.6 million for the
four months ended April 30, 20197e, Please refer to the section headed “Financial Information—
Description of Selected Components of Our Income Statements—Gains on Loss of Significant
Influence in Associates” for details. We did not remeasure any associate as financial assets at fair value
through profit or loss in 2016 and 2017. Among the 19 level one Joint Factories that we had made
capital contribution to as of the Latest Practicable Date, we expect to re-categorize three Joint Factories
as level two Joint Factories by the end of 2019. The same accounting treatment will be applied.

With respect to those Joint Factories that we do not have significant influence on, i.e. level two
Joint Factories, we record our interest in these Joint Factories as financial assets at fair value through
profit or loss upon loss of significant influence. We may have gains or losses for any changes in the
fair value of the financial assets at fair value through profit or loss in our consolidated statements of
comprehensive income. We currently intend to categorize all 67 Joint Factories that we plan to
establish from 2019 to 2024 as level two Joint Factories at the time of establishment, unless the JF
Partners have a strong desire to involve us in the daily operation and management of such Joint
Factories. As no re-categorization will be implemented to these 67 Joint Factories, no gains on loss of
significant influence in associates will be recognized with respect to these 67 Joint Factories. Please
refer to the section headed “Financial Information—Factors Affecting Our Results of Operation—
Business Model of Broad Homes United Program” for more details.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, we had profit before tax of RMB242.9 million, RMB238.7 million, RMB554.3 million and
RMB40.8 million, respectively.

The following table sets forth our consolidated statements of financial position as of the
indicated dates:

As of
As of December 31, April 30,

2016 2017 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
Total non-current assets . .......... ...ttt 1,969,352 2,724,729 3,473,386 3,834,845
Total current @ssets . ...ttt 3,827,779 4,246,662 3,852,499 3,771,652
Total current liabilities ................. ... ... ......... 3,532,939 3,822,939 3,988,279 4,184,568

Net current assets/(liabilities) ........................... 294,840 423,723  (135,780) (412,916)

Total assets less current liabilities . .. ..................... 2,264,192 3,148,452 3,337,606 3,421,929
Total non-current liabilities . .. .......... .. ... . ... . .... 400,977 441,478 454,883 497,588
Net assets . .. oot 1,863,215 2,706,974 2,882,723 2,924,341

Note: according to their management accounts.
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As of December 31, 2018, we recorded net current liabilities of RMB135.8 million, primarily
due to the significantly increased use of cash to satisfy the huge capital requirement of our business
expansion and research and development activities. Our net current liabilities position further increased
to RMB412.9 million as of April 30, 2019 from RMB135.8 million as of December 31, 2018,
primarily due to our investment in our wholly-owned PC factories. We plan to improve our net current
liabilities position through the following measures: (i) enhancing our fund management by largely
adopting equity financing while decreasing the utilization of short-term borrowings for the needs of
funds to support our business expansion; (ii) expanding our financing channels and reducing the use of
our own funds for long-term asset investment; and (iii) coordinating with our clients for settlement of
trade debtors and bills receivable as well as accelerating the implementation of client projects so as to
promptly recognize our received prepayments as revenue.

As of December 31, 2016, 2017 and 2018 and April 30, 2019, the outstanding balance of our
trade debtors and bills receivable (before the provision for impairment) were RMB1,084.0 million,
RMB1,536.5 million, RMB1,814.0 million and RMB1,811.2 million, respectively; the outstanding
balance of our trade debtors and bills receivable (before the provision for impairment) from
independent third parties which exclude related parties and Joint Factories were RMB747.8 million,
RMB1,034.9 million, RMB1,107.3 million and RMB1,116.1 million, respectively; and the outstanding
balance of our trade debtors and bills receivable (before the provision for impairment) from Joint
Factories were RMB168.5 million, RMB367.0 million, RMB702.4 million and RMB690.8 million,
respectively. During the years ended December 31, 2017 and 2018 and the four months ended
April 30, 2019, our turnover days of trade debtors and bills receivable were 247 days, 269 days and
337 days, respectively; the turnover days of trade debtors and bills receivable from independent third
parties which exclude related parties and Joint Factories were 312 days, 380 days and 312 days,
respectively; and the turnover days of trade debtors and bills receivable from Joint Factories were 117
days, 159 days and 383 days, respectively. Considering our long trade debtors and bills receivable
turnover days, we have adopted a series of measures, including improving our credit policies and
reducing the percentage of government-funded projects which generally have relatively long settlement
period of the PC unit manufacturing business; establishing a credit valuation system and a trade
debtors and bills receivable settlement system; entering into contracts with customers having good
financial conditions, creditworthiness and contract performance history; and other measures tailormade
for each business segment to shorten our turnover days of trade debtors and bills receivable and ensure
our working capital sufficiency. Please refer to the section headed “Financial Information—Liquidity
and Capital Resources—Trade and other receivables” for detailed measures.

The following table sets forth the summary of our cash flow for the indicated periods:

Four months ended

Year ended December 31, April 30,
2016 2017 2018 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Net cash generated from/ (used in) operating
ACtIVILIES ...ttt 497,484 883,488 618,296 218,009 120,589
Net cash used in investing activities ............ (576,501) (1,105,251) (785,560) (521,074) (286,929)
Net cash generated from/ (used in) financing
ACtIVILIES ...ttt 217,813 617,916 (212,203) (90,381) 164,791
Cash and cash equivalents at the beginning of the
year/period ... ... 140,993 279,789 675,942 675,942 296,475
Cash and cash equivalents at the end of the year/
period . ... . 279,789 675,942 296,475 282,496 294,926
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The following table sets forth the summary of key financial ratio during the Track Record
Period:

Four months
Year ended December 31, ended April 30,

2016 2017 2018 20190
Financial ratio
Current ratiol) . . ... 1.1 1.1 1.0 0.9
Quick ratio® . . ... 1.0 1.0 0.9 0.8
Gearing ratio®) . ... .. 86.9% 64.8% 67.4% 73.4%
Return on total assets™® .. ... ... ... .. N/A 2.6% 6.5% 1.4%
Return on equity® ... ... . N/A 7.4% 16.7% 3.7%
Interest coverage ratio© . ... ... .. 54 4.1 8.7 2.2

Notes:

(1) Current ratio equals to current assets divided by current liabilities at the end of the year/period.

(2) Quick ratio equals to current assets (excluding inventories) divided by current liabilities at the end of the year/period.

(3) Gearing ratio equals to total interest-bearing bank and other borrowings divided by total equity at the end of the year/period.

(4) Return on total assets equals to annual/annualized profits divided by average of total assets at the beginning and end of the year/period.

(5) Return on equity equals to annual/annualized profits divided by average of total equity at the beginning and end of the year/period.

(6) Interest coverage ratio equals to profit before taxation deducting the finance costs and dividing by finance costs.

(7) The key financial ratios as of April 30, 2019 are presented on annualized basis, which are calculated by dividing the financial figures for
the four months ended April 30, 2019 with 365 and multiplying with 120.

PROPERTY VALUATION

AVISTA Valuation Advisory Limited, an independent property valuer, has valued our
properties of various commercial units on Level 1-3 of Block Nos. 14-18 located at No. 709, Jianshan
Road, Yuelu District, Changsha, Hunan Province, the PRC.

For a summary of the valuation and the valuation certificate, please refer to the sections headed
“Appendix III—Property Valuation Report” and “Financial Information—Valuation of Investment
Property™.

LISTING EXPENSES

Upon the completion of the Global Offering, we expect to incur listing expenses of
approximately RMB101.6 million, (at the mid-point of the indicative price range for the Global
Offering and assuming that the Over-Allotment Option is not exercised, including underwriting
commissions and maximum discretionary bonuses, where applicable), of which an estimated amount
of approximately RMB12.2 million will be recognized as administrative expenses and an estimated
amount of approximately RMB&9.5 million will directly be recognized as reserve. The listing expenses
above are for reference only and the actual amount may differ from this estimate. Our Directors do not
expect such expenses would materially impact our results of operation of 2019.

GLOBAL OFFERING AND GLOBAL OFFERING STATISTICS

Based on an Offer Price of Based on an Offer Price of
HK$9.68 per H Share HK$12.48 per H Share
Market capitalization of our H Shares® . ... ... HK$1,179.7 million HK$1,520.9 million
Unaudited pro forma adjusted consolidated net
tangible assets per H Share® ............. HK$8.44 HK$9.11
Notes:

(1) The calculation of market capitalization is based on the assumption that 121,868,000 H Shares will be in issue immediately following the
completion of the Global Offering (assuming the Over-allotment Option is not exercised).

(2) The unaudited pro forma adjusted net tangible assets attributable to the Shareholders of our Company per H Share in the above table is
calculated after the adjustments referred to in the section headed “Unaudited Pro Forma Financial Information” set out in Appendix II to
in this prospectus and on the basis of 121,868,000 H Shares in issue immediately following the completion of the Global Offering,
assuming that the Global Offering has been completed on April 30, 2019 and that the Over-allotment Option is not exercised.
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FUTURE PLANS AND USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$1,237.5 million (assuming an Offer Price of HK$11.08 per H Share, being the mid-point of the
Offer Price range stated in this prospectus), after deducting the underwriting commissions and other
estimated expenses paid and payable by us in relation to the Global Offering, and assuming no exercise
of the Over-allotment Option.

We intend to use such net proceeds for the following purposes:

e approximately 45% of the net proceeds, or approximately HK$556.9 million, for
expanding our PC unit manufacturing business, of which:

(i) approximately 36%, or HK$445.5 million, for establishing wholly-owned regional
production centers in key strategic regions, which includes expanding our production
capacity into provincial capital cities, such as Wuhan, Jinan and Zhengzhou. We are
identifying construction sites for wholly-owned factories in various locations and will
purchase land and construct factories according to the local land supply status and
market opportunities of such regions. We intend to utilize such net proceeds for
purchase of land, construction of factories and purchase of production lines,
equipment and other fixed assets; and

(ii) approximately 9%, or HK$111.4 million, for expanding our factories and upgrading
our equipment in existing regional production centers so as to further enhance our
production capacity as well as production efficiency of PC units in the regions where
our existing regional production centers are located, and maintain or even improve
our market shares in these regions. In particular, we plan to expand the general
production capacity to meet the needs of future production as required by our
contracts on hand and relieve us from capacity constraints during peak seasons, for
example, expanding the current production lines and facilities in certain existing
regional production centers and to conduct certain research and development projects
for our current equipment and system to increase our production efficiency.

e approximately 20% of the net proceeds, or approximately HK$247.5 million, for
expansion in overseas markets and establishing technology and production centers
targeting overseas markets. We plan to promote the prefabricated villa products to certain
developed countries and regions in, for instance, Europe, North America and Persian Gulf
area. Meanwhile, we plan to construct a PC unit manufacturing factory serving the
housing need in Poland;

e approximately 15% of the net proceeds, or approximately HK$185.6 million, for
developing and expanding our intelligent equipment business, including PC equipment
manufacturing, construction equipment manufacturing and other equipment business, so as
to further increase the market share of our intelligent equipment business. By end of 2021,
we plan to conduct our research and development on incorporating more technologies in
relation to industrial informatization and intelligent manufacturing, by connecting PC
equipment with construction equipment based on industrial IoT technology to further
improve the automation level of our PC equipment. We also plan to conduct research and
development on whole set of production equipment for autoclaved aerated lightweight
concrete and construction equipment. After firstly adopting our research and development
results in our wholly-owned factories, we plan to extend to the equipment we manufacture
by end of 2022;
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e approximately 10% of the net proceeds, or approximately HK$123.8 million, for
developing and establishing an intelligent service platform in the prefabricated
construction industry. We plan to increase our investment in hiring software development
talents and purchasing data processing equipment, and continue to build our platform-level
PC-CPS management system by optimizing BIM design, construction standards and
operational tools, conducting research and development of artificial intelligence
manufacturing systems and taking advantage of the PC Maker intelligent design software.
We plan to complete the development of intelligent service platform in stages from the
design of the whole structure, development of software, hardware and private cloud data
center, to the improvement of platform functions and the wide application of the platform
in the industry within three years. Capitalizing on advanced software and systems such as
PC Maker and PC-CPS, we will continue our efforts to bridge a whole construction
industry chain covering design, manufacturing and construction and maintain as a
standardized portal for industrialization and an intelligent service platform of the
construction industry. The design institutes, construction companies, real estate
developers, government investment vehicles, property owners and cost supervision
consultation companies will be able to use the platform to design the prefabricated
buildings, manage the whole assembling process of the construction, analyze and select
development plans, select and manage relevant prefabricated construction service
providers and analyze the cost of projects. With the platform, we expect to facilitate the
streamlining of prefabricated construction process, further enhance our capability of
serving the whole industry chain of construction and promote our PC unit products and PC
equipment which match the standards embedded in the platform; and

» approximately 10% of the net proceeds, or approximately HK$123.8 million, for working
capital and other general corporate purposes.

For details of our intended use of proceeds, please refer to the section headed “Future Plans and
Use of Proceeds”.

DIVIDEND POLICY

During the Track Record Period, we distributed dividend of RMB304.7 million to our
shareholders in 2018. Our Articles of Association provide that dividends may be paid in cash, stock or
a combination of cash and stock. Any proposed dividend distribution shall be formulated by the Board
and subject to Shareholders’ approval. We do not currently have a fixed dividend payout ratio. The
amount of dividends to be declared and distributed will depend on the following factors: our overall
business condition, results of operation, financial results, working capital, capital requirements, future
prospect, cash flow and any other factors which our Board may deem relevant. We may declare interim
dividend after taking into account the relevant factors that our Board deems relevant. Both our holders
of Domestic Shares and H shareholders are entitled to our accumulated retained earnings prior to the
Global Offering. For details, please refer to the section headed “Financial Information—Dividend
Policy”.

LEGAL PROCEEDINGS AND COMPLIANCE

Our Directors confirm that our Company or subsidiaries are not involved in any material
outstanding litigation or arbitration that individually involves an amount in controversy that exceeds
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RMBS5 million as of the Latest Practicable Date. We were not aware of any material litigation,
arbitration or claims against our Company or subsidiaries that are pending, or to the best knowledge of
our Directors, threatened as of the Latest Practicable Date.

Our Directors and the PRC Legal Advisers confirm that, during the Track Record Period and up
to the Latest Practicable Date, we had complied with the relevant PRC regulatory requirements and
guidelines in all material respects and obtained all the important qualifications and licenses necessary
for our business operation in accordance with the PRC laws and regulations.

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

Benefiting from the continuous growth of the prefabricated construction industry in the PRC,
our business continues to grow after the Track Record Period.

On June 6, 2019, the 2018 annual general meeting of our Company approved the resolution in
respect of the profit distribution plan for the year ended December 31, 2018 and declared cash
dividends of RMB10.0 (tax inclusive) for every 10 Shares with a total amount of RMB365.6 million
(tax inclusive) for the year ended December 31, 2018. Dividends had been fully paid by July 1, 2019.

For the six months ended June 30, 2019, our completed contract value was approximately
RMB1,405.6 million, including RMB866.4 million from our PC unit manufacturing business,
RMB434.8 million from our PC equipment manufacturing business and RMB104.4 million from our
construction contracting business. For the six months ended June 30, 2019, our total new contract
value was approximately RMB2,954.3 million, including RMB2,233.8 million from our PC unit
manufacturing business (representing a 95.2% increase from that for the six months ended June 30,
2018), RMB616.5 million from our PC equipment manufacturing business and RMB104.0 million
from our construction contracting business. As of June 30, 2019, our backlog was approximately
RMB6,220.8 million, including RMB4,587.6 million from our PC units manufacturing business,
RMB1,499.1 million from our PC equipment manufacturing business and RMB134.1 million from our
construction contracting business.

On July 1, 2019, we entered into an investment cooperation agreement with Cize Holding
Limited (“Cize”), pursuant to which, among other things, we agreed to acquire 35% equity interest of
Industrial Park Grojec sp. z o.0. (the “Target Company”) from Cize provided that the Target
Company will become the owner of a designated land parcel. The Company proposes to use the
proceeds from the Global Offering to pay the consideration. For details, please refer to the section
headed “History and Development—Post Track Record Period Acquisition” and “Future Plans and
Use of Proceeds”.

Our Directors confirm that, since April 30, 2019 and up to the date of this prospectus, save as
disclosed above, (i) there had been no material adverse change in our financial or trading position, and
(i1) there had been no material adverse change in our business, the industries in which we operate, and/
or the market or regulatory environment to which we are subject.
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RISK FACTORS

Our business and the Global Offering involve certain risks, some of which are set out in the
section headed “Risk Factors.” You should read that section in its entirety carefully before you decide
to invest in the Offer Shares. Some of the major risks we face include:

Our business and future growth may be affected by the macro economic conditions in the
PRC;

Our business and future growth are subject to changes in construction industry in the PRC;
We face intensive competition in the industry of the PRC;

The predetermined price contracts that we are involved in may delay, change, or terminate
due to the price fluctuation of raw materials and other uncontrollable factors, and therefore
may cause losses and result in profit decrease;

We may not be able to satisfy our working capital requirements if we experience
significant increase in amount due from customers, significant delays in our billing and
settlement process, or significant delays or defaults in our trade and other receivables,
performance guarantees or warranty deposit;

We recorded net current liabilities as of December 31, 2018 and April 30, 2019;

We may not realize expected investment return or suffer loss with respect to our
investments in the Joint Factories;

We do not have significant influence over the operation of level two Joint Factories;

There may not be sufficient market demands for the PC units manufactured by Joint
Factories, which may have negative impact on Joint Factories’ and our business operation
and financial performance as well as the expansion of Broad Homes United Program and
our PC equipment manufacturing business in the long-run;

Valuation methods for our investments may involve subjective judgments, and our
financial condition and results of operation may be materially and adversely affected by
gains of losses arising from changes in the fair value of our investment in joint factories
and investment properties; and

We recorded gains of non-routine nature during the Track Record Period.

For further information relating to these and other risks relating to an investment in our H
Shares, please refer to the section headed “Risk Factors”.
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have the meanings set forth below.

In this prospectus, unless the context otherwise requires, the following terms and expressions

“13th Five-Year Plan”

“Anhui Broad”

“Application Form(s)”

“Architectural Research and Design

Institute”

“Articles of Association”

“Beijing-Tianjin-Hebei Region”

“Belt and Road Initiative”

“Board”

“Broad Construction Industrial”

“Broad Homes United Program”

the 13th Five-Year Plan of Construction Industry
Development  (2016-2020) ( CGEFEHERE [+=H] H
#1(2016-20204F)) ) issued by the MOHURD in May 2017

Changsha Broad Homes Industrial Anhui Co., Ltd. *({ )%
KAETLELZHARAT), a company incorporated in the
PRC on November 5, 2012 with limited liability and a
wholly-owned subsidiary of our Company

WHITE Application Form(s), YELLOW Application
Form(s) and GREEN Applications Form(s), or where the
context so requires, any of them, relating to the Hong Kong
Public Offering

the Company’s research and development department,
which mainly supports the design and manufacturing of PC
units through developing software and providing research
results

the articles of association of the Company, which was
amended and will become effective on the Listing Date, a
summary of which is set out in Appendix VII to this
prospectus

the region covering Beijing, Tianjin and Hebei Province in
the PRC

the initiative related to the “New Silk Road Economic Belt”
and “Maritime Silk Road of the 21st Century” which was
initially proposed by Mr. Xi Jinping, the President of the
PRC, in September 2014 and was formally proposed by the
NDRC, Ministry of Foreign Affairs of the PRC and
Ministry of Commerce of the PRC on March 28, 2015

the board of Directors

Hunan Broad Construction Industrial Co., Ltd.* (##E5% K
# TR AR ), a joint stock company incorporated in
the PRC on October 13, 1999 with limited liability and a
wholly-owned subsidiary of our Company

the program initiated by our Company, where our
Company cooperates with local business partners to set up
Joint Factories to manufacture PC units
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“Broad Lingmu”

“business day”

“Caixin Fund”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

“CCASS Investor Participant”

“CCASS Participant”

“Central China Region”

“Central Western China Region”

“Certain Opinions”

“Chairman Zhang”

“China Real Estate News”

Hunan Broad Lingmu House Equipment Co., Ltd.* (757
KREAREERZMARAT), one of the Controlling
Shareholders, a company incorporated in the PRC on
March 28, 1996 with limited liability, which was owned as
to 100% by Chairman Zhang as at the Latest Practicable
Date. Hence, Broad Lingmu is our connected person

any day (other than a Saturday, Sunday or public holiday)
on which banks in Hong Kong are generally open for
normal banking business

Hunan Caixin Industry Fund Management Co., Ltd.* (i#15
B IHEE RS AR ), a limited liability company
established in the PRC and an existing minority
shareholder of the Company

the Central Clearing and Settlement System established and
operated by HKSCC

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

a person admitted to participate in CCASS as a custodian
participant

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

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

the region covering Hunan Province, Hubei Province and
Guizhou Province in the PRC

the region covering Hunan Province, Hubei Province,
Guizhou Province, Sichuan Province, Chongging, Xinjiang
Uygur autonomous region, Shaanxi Province, Gansu
Province, Qinghai Province, Ningxia Hui autonomous
region and Yunnan Province in the PRC

Certain Opinions in Relation to Management Measures of
City Planning and Construction ( <37 B #1 & s & ¥ T0E
TR )

Mr. Zhang Jian (5&#l), the founder, chairman and one of
the Controlling Shareholders of the Company

a Chinese real estate newspaper (and its news website)
governed by the MOHURD
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“China” or “PRC”

“CIETAC”

“Companies (Winding Up and
Miscellaneous Provisions)
Ordinance”

“Companies Ordinance”

“Company Law”

9% ¢

“Company”, “our Company” or
“Broad Homes”

“Controlling Shareholder(s)”

‘GCSRC’)

“Daxin Investment”

“Dazheng Investment”

the People’s Republic of China, but for the purpose of this
prospectus only, excluding Hong Kong, Macau Special
Administrative Region of the PRC and Taiwan region

China International Economic and Trade Arbitration
Commission (B [0 FRAE % 5 5 P2 B )

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

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

the Company Law of the PRC (H'3 A RILFNE 23 7] i), as
amended, supplemented or otherwise modified from time to
time

Changsha Broad Homes Industrial Group Co., Ltd. (¥
KA TEEL B A FR /A \]), which was established in
the PRC on April 30, 2006 as a limited liability company
and was converted into a joint stock company with limited
liability in the PRC on December 10, 2015

has the meaning ascribed to it under the Hong Kong Listing
Rules and unless the context requires otherwise, refers to
Chairman Zhang, Broad Lingmu, Dazheng Investment,
Daxin Investment and Fuyang Shangjiu

China Securities Regulatory Commission (H [5 355 i B
HZEEE)

Changsha High-tech Development Zone Daxin Investment
Management Partnership (Limited Partnership)* (V)
WA EREERGERE (ARAGE) ), one of the
Controlling Shareholders, a limited partnership established
in the PRC on April 22, 2013 as an employee stock
ownership platform of our Company. Chairman Zhang was
the general partner of Daxin Investment and held 66%
partnership interest in it as at the Latest Practicable Date.
Hence, Daxin Investment is our connected person

Hunan Dazheng Investment Co., Ltd.* (158 KIE# &R0y
FBR/AHE]), one of the Controlling Shareholders, a joint
stock company established in the PRC on April 16, 2008
with limited liability, which was owned as to 71.20% by
Chairman Zhang, directly and indirectly, as at the Latest
Practicable Date. Hence, Dazheng Investment is our
connected person
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“Dingxinrixin”

“Director(s)”

“Domestic Share(s)”

“Eastern China Region”

“Exchange Participant(s)”

“Extreme Conditions”

“forward design”

“Frost & Sullivan”

“Frost & Sullivan Report”

“Fuyang Shangjiu”

Hunan  Dingxinrixin ~ Share  Capital  Investment
Management Partnership (Limited Partnership)* (1155515
HopchE e & P E(A A %), a  limited partnership
established in the PRC on May 9, 2013, and one of the
promoters of the Company

the director(s) of the Company

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

the region covering Shandong Province, Jiangsu Province,
Shanghai, Anhui Province, Zhejiang Province, Jiangxi
Province and Fujian Province in the PRC

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

extreme conditions caused by a super typhoon as
announced by the Government of Hong Kong

developing through moving from input, to process, and to
output

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., a
global market research and consulting company, which is
an Independent Third Party

the report we commissioned Frost & Sullivan to prepare on
the current status and forecasts of industries in which the
Company operates

Hangzhou Fuyang Shangjiu Jingyuan Equity Investment
Partnership Enterprise (Limited Partnership)* (f1H & B 1L
R EREREE (FREE) ), one of the Controlling
Shareholders, a limited partnership established in the PRC
on December 12, 2017. Broad Lingmu, a company 100%
owned by Chairman Zhang, was the limited partner of
Fuyang Shangjiu and held approximately 99.33%
partnership interest in it, and Mr. Zhou Bin (J&if), the
spouse of Ms. Shi Donghong (an executive Director), was
the general partner of Fuyang Shangjiu as at the Latest
Practicable Date. Hence, Fuyang Shangjiu is our connected
person
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“Global Offering”

“GREEN Application Form(s)”

LT3 99 G

“Group”, “our”, “we” and “us”

“Guangzhou Broad”

“H Share Registrar”

“H Share(s)”

“Hangzhou Broad”

"HKIAC"

“HKSCC”

“HKSCC Nominees”

“Hong Kong Dollars” or “HK$”

“Hong Kong Listing Rules’’

“Hong Kong Offer Shares”

“Hong Kong Public Offering”

the Hong Kong Public Offering and the International
Offering

the application form(s) to be completed by the White
Form eIPO Service Provider, Computershare Hong Kong
Investor Services Limited, designated by our Company

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

Guangzhou Broad Homes Industrial Co., Ltd.*(J& % KA
T TEABR/AT), a company incorporated in the PRC on
February 17, 2016 with limited liability and a wholly-
owned subsidiary of our Company

Computershare Hong Kong Investor Services Limited

overseas listed foreign invested ordinary share(s) in the
ordinary share capital of the Company, with a nominal
value of RMB1.00 each, which are to be subscribed for and
traded in Hong Kong dollars and for which an application
has been made for the granting of listing, and permission to
deal, on the Main Board of the Hong Kong Stock Exchange

Broad Homes Industrial (Hangzhou) Co., Ltd. *(& K £ T.
¥ (BUM) APBRZAT]), a company incorporated in the PRC
on November 4, 2013 with limited liability and a wholly-
owned subsidiary of our Company

Hong Kong International Arbitration Centre

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

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

Hong Kong dollars, the lawful currency of Hong Kong

the Rules Governing the Listing of Securities on the
Hong Kong Stock Exchange, as amended, supplemented or
otherwise modified from time to time

the H Shares offered for subscription in the Hong Kong
Public Offering

the offer by our Company of initially 12,187,200 H Shares
for subscription by the public in Hong Kong (subject to
adjustment as described in “Structure of the Global
Offering”) for cash at the Offer Price (plus brokerage, SFC
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“Hong Kong Stock Exchange”

“Hong Kong Underwriters”

“Hong Kong Underwriting Agreement”

“Hong Kong” or “HK”

“Hunan DOHURD”

¢GIAS”
“IASB”

“IFRS”

“Independent Third Party(ies)”

“International Offer Shares”

“International Offering”

“International Underwriters”

transaction levies and Hong Kong Stock Exchange trading
fees) on the terms and subject to the conditions described in
this prospectus and the Application Forms, as further
described in the section headed “Structure of the Global
Offering—The Hong Kong Public Offering” in this
prospectus

The Stock Exchange of Hong Kong Limited

the underwriters listed in the section headed
“Underwriting—Hong Kong Underwriters”, being the
underwriters of the Hong Kong Public Offering

the underwriting agreement dated October 22, 2019 relating
to the Hong Kong Public Offering and entered into by the
Joint Global Coordinators, the Hong Kong Underwriters,
Chairman Zhang and the Company, as further described in
the  section headed  “Underwriting—Underwriting
Arrangements and Expenses—Hong Kong Public
Offering—Hong Kong Underwriting Agreement”

the Hong Kong Special Administrative Region of the PRC

the Department of Housing and Urban-Rural Development
of Hunan Province (155 & 1 5 FI A0 a5 HE)

International Accounting Standards issued by the IASB
International Accounting Standards Board

International Financial Reporting Standards issued by the
IASB

party(ies) not connected with us within the meaning of the
Hong Kong Listing Rules as far as our Directors are aware
after having made all reasonable enquiries

the H Shares offered pursuant to the International Offering

the offering of initially an aggregate of 109,680,800
H Shares by us to professional and institutional investors
and other investors as further described in the section
headed “Structure of the Global Offering”, subject to the
Over-allotment Option

the underwriters of the International Offering who are
expected to enter into the International Underwriting
Agreement
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“International Underwriting Agreement”

“JF Partners”

“Joint Bookrunners”

“Joint Factory(ies)”

“Joint Global Coordinators”

“Joint Lead Managers”

“Joint Sponsors”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

the international purchase agreement relating to the
International Offering and to be entered into by the
Company, Chairman Zhang, the Joint Global Coordinators
and the International Underwriters on or about October 30,
2019 as further described in the section headed
“Underwriting—Underwriting Arrangements and
Expenses—The International Offering”

the shareholders of the Joint Factories other than us

China International Capital Corporation Hong Kong
Securities Limited, China Securities (International)
Corporate Finance Company Limited, CMB International
Capital Limited, ABCI Capital Limited and CCB
International Capital Limited

the entities established under Broad Homes United
Program to manage and operate the PC manufacturing
factory. For purpose of this prospectus, the Joint Factory
also refers to the factory it operates and manages as context
requires

China International Capital Corporation Hong Kong
Securities Limited and China Securities (International)
Corporate Finance Company Limited

China International Capital Corporation Hong Kong
Securities Limited, China Securities (International)
Corporate Finance Company Limited, CMB International
Capital Limited, ABCI Securities Company Limited and
CCB International Capital Limited

China International Capital Corporation Hong Kong
Securities Limited and China Securities (International)
Corporate Finance Company Limited

October 15, 2019, being the latest practicable date for the
purposes of ascertaining certain information contained in
this prospectus

the listing of the H Shares on the Main Board of the
Hong Kong Stock Exchange

the Listing Committee of the Hong Kong Stock Exchange

the date, expected to be on or about Wednesday,
November 6, 2019, on which our Offer Shares are listed
and from which dealings in our Offer Shares are permitted
to take place on the Hong Kong Stock Exchange
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“Main Board”

“Mandatory Provisions”

“MIIT”

‘GMOC”

€CMOF”

“MOHRSS”

“MOHURD”

“Ms. Liu”
“N/A”

“NDRC”

“NEEQ”

“Ningxiang Broad”

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

the Mandatory Provisions for Articles of Association of
Companies to be Listed Overseas (FI554h b2 7 B FE
f6&3K), as amended, supplemented or otherwise modified
from time to time, for inclusion in the articles of
association of companies incorporated in China to be listed
overseas, which were promulgated by the former Securities
Commission of the State Council of the PRC (% A\ R 3LF0
I [ 755 Bi #5525 H &) and the former State Commission for
Restructuring the Economic Systems of the PRC (13 A [
N [ 5K AE A 1| 2 2= B ) on August 27, 1994

the Ministry of Industry and Information Technology of the
PRC ("h3# A\ RALFI B T 3EAE BALER)

the Ministry of Construction of the PRC ("2 A R LA [

)

the Ministry of Finance of the PRC (H 3 A R AN [ L
i)

the Ministry of Human Resources and Social Security of

the PRC (P A RLANE A ) B IR & PR )

the Ministry of Housing and Urban-Rural Development of
the PRC (H 3 A\ RILANER {7 A AR E R ER), a ministry of
the government of the PRC which provides housing and
regulates the state construction activities in the country,
formerly known as the MOC

Ms. Liu Hui (¥1%%), the spouse of Chairman Zhang
not applicable

the National Development and Reform Commission of the

PRC ("frafe A\ R0 [0 [ 5% % F N ek 25 B )

the National Equities Exchange and Quotations of the PRC
(BB rh /MR ZE G T 2R 55

Ningxiang Broad Homes Industrial Co., Ltd.* (34 K {E
T TEABR/AT), a company incorporated in the PRC on
February 4, 2010 with limited liability and a wholly-owned
subsidiary of our Company
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“Northern China Region”

“NPCA”

“Offer Price”

“Offer Share(s)”

“Over-allotment Option”

“PBOC”

“Pearl River Delta Region”

“PLN”
“Poland”
“PRC GAAP”

“PRC Legal Advisers”

“Price Determination Date”

the region covering Heilongjiang Province, Jilin Province,
Liaoning Province, Inner Mongolia Autonomous Region,
Shanxi Province and Henan Province in the PRC

the National Precast Concrete Association of the U.S.

the final Hong Kong dollar price per Offer Share (exclusive
of brokerage fee, Hong Kong Stock Exchange trading fee
and SFC transaction levy) at which Hong Kong Offer
Shares are to be subscribed for pursuant to the Hong Kong
Public Offering and International Offering Shares are to be
offered pursuant to the International Offering, to be
determined as described in the section headed “Structure of
the Global Offering—Pricing of the Global Offering”

the H Share(s) offered in the Global Offering, where
relevant, including any additional H Shares issued pursuant
to the exercise of the Over-allotment Option

the option to be granted by the Company to the
International Underwriters, exercisable by the Joint Global
Coordinators on behalf of the International Underwriters at
any time from the date of the International Underwriting
Agreement until the 30th day after the last day for lodging
applications under the Hong Kong Public Offering, to
require the Company to allot and issue up to an aggregate
of 18,280,200 additional H Shares at the Offer Price to
cover, among other things, over-allocations in the
International Offering, if any, details of which are
described in the section headed “Structure of the Global
Offering—The International Offering—Over-allotment
Option”

the People’s Bank of China (H B A R4R1T)

the region covering Guangdong Province, Hainan Province
and Guangxi Zhuang Autonomous Region in the PRC

Polish Zloty, the lawful currency of Poland
the Republic of Poland
generally accepted accounting principles in the PRC

Jia Yuan Law Offices, the legal advisers of the Company as
to PRC laws in connection with the Global Offering

the date, expected to be on or about Wednesday,
October 30, 2019, on which the Offer Price is fixed for the
purposes of the Global Offering, and in any event no later
than Tuesday, November 5, 2019
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“Product Design Institute”

“province”

“QIBS”

“Regulation S”

“RMB” or “Renminbi”
“Rule 144A”

“SAFE”

éGSFC”

“SFO” or “Securities and Futures
Ordinance”

“Shanghai Stock Exchange”

“Share(s)”

“Shareholder(s)”

“Shenzhen SASAC”

“Shenzhen Stock Exchange”

“Special Regulations”

“Stabilizing Manager”

“State Council”

the Company’s design department, which mainly focuses
on specific products design for clients’ projects

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

qualified institutional buyers, as defined in Rule 144A

Regulation S under the U.S. Securities Act, as amended
from time to time

the lawful currency of the PRC
Rule 144A under the U.S. Securities Act

the State Administration of Foreign Exchange of the PRC
(FP i N R LA [ S A1 A B A7)

the Securities and Futures Commission of Hong Kong

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

the Shanghai Stock Exchange (- 5 %538 % FIr)

the ordinary share(s) in the share capital of the Company
with a nominal value of RMBI1.00 each, comprising
H Share(s) and Domestic Share(s)

holder(s) of our Share(s)

the State-owned Assets Supervision and Administration
Commission of the People’s Government of Shenzhen

Municipal (I RBURE A & 7 8RS M 2% 5 )
the Shenzhen Stock Exchange (%317 %222 % FIT)

the Special Regulations of the State Council on the
Overseas Offering and Listing of Shares by Joint Stock
Limited Companies (275 B B i B A7 BR 2 w35 505 5 ey
J b 4RI ELE), promulgated by the State Council on
August 4, 1994, as amended, supplemented or otherwise
modified from time to time

China International Capital Corporation Hong Kong
Securities Limited

the State Council of the PRC (3 A R 3 [5 [555 )
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“Supervisor(s)”

“Supervisory Committee”

“Takeovers Code”

“Track Record Period”

“U.S. dollars” or “US$”

“U.S. Securities Act”

“Underwriters”

“Underwriting Agreements”

“United States” or “U.S.”

“VAT”

“Western China Region”

“WHITE Application Form(s)”

“White Form eIPO Service Provider”

“White Form eIPO”

“Xiangtan Broad”

“Yangtze River Delta Region”

the member(s) of the Supervisory Committee
the supervisory committee of our Company

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

the financial years ended December 31, 2016, 2017 and
2018 and the four months ended April 30, 2019

United States dollars, the lawful currency of the United
States

the United States Securities Act of 1933, as amended from
time to time

the Hong Kong Underwriters and the International
Underwriters

the Hong Kong Underwriting Agreement and the
International Underwriting Agreement

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

value-added tax

the region covering Sichuan Province, Chongqing, Xinjiang
Uygur Autonomous Region, Shaanxi Province, Gansu
Province, Qinghai Province, Ningxia Hui Autonomous
Region and Yunnan Province in the PRC

the application form(s) for use by the public who require(s)
such Hong Kong Offer Shares to be issued in the
applicant’s own name

Computershare Hong Kong Investor Services Limited

the application for Hong Kong Offer Shares to be issued in
the applicant’s own name by submitting applications online
through the designated website of White Form eIPO
www.eipo.com.hk

Xiangtan Broad Homes Industrial Co., Ltd.* (& K fEE
T2ABR/A), a company incorporated in the PRC on
June 11, 2010 with limited liability and a wholly-owned
subsidiary of our Company

the region covering Jiangsu Province, Zhejiang Province,
Anhui Province and Shanghai in the PRC
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“YELLOW Application Form(s)” the application form(s) for use by the public who require(s)
such Hong Kong Offer Shares to be deposited directly into
CCASS

“Yuanzhi Fuhai” Shenzhen Yuanzhi Fuhai Investment Partnership (Limited

Partnership)* (FYIEBCEBREREMRE (GREE) ), a
limited partnership established in the PRC on
December 23, 2014, and a connected person of our

Company
“%” percent
In this prospectus, the terms “associate(s),” ‘“close associate(s),” “connected person(s),”
“core conmected person(s),”  “connected tramsaction(s),”  “controlling  shareholder(s),”

“subsidiary(ies)” and “substantial shareholder(s)” shall have the meanings given to such terms in the
Hong Kong Listing Rules, unless the context otherwise requires.

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

Words importing the masculine gender include, where applicable, the feminine and neuter
genders.

For ease of reference, the names of the PRC established companies or entities, laws or
regulations have been included in this prospectus in both the Chinese and English languages and in
the event of any inconsistency, the Chinese versions shall prevail.

* For identification purposes only.
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GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains definitions of certain terms used in this
prospectus in connection with our Company and our business. Some of these may not correspond
to standard industry definitions or usage of these terms.

C‘beam”

“BIM”

“BOM”

“CAGR”

“cement”

“cloud”

29

“concrete

“curing”

“EPC”

GCGFA’Q

“gravel”

“Industrialization 4.0”

a structural element that primarily resists loads applied
laterally to its axis

building information modeling, a process involving the
generation and management of digital representations of
physical and functional characteristics of places

bill of materials, a list of the raw materials, sub-assemblies,
intermediate assemblies, sub-components, parts, and the
quantities of each needed to manufacture an end product

compound annual growth rate

gray powder, made by calcining lime and clay, which
hardens when mixed with water and is generally used in
producing mortar and concrete

a global network of servers, each with a unique function

an artificial, stonelike material used for various structural
purposes, made by mixing cement and various aggregates,
such as sand, pebbles, gravel or shale, with water and
allowing the mixture to harden

the process where the concrete surfaces are kept wet for a
certain period after placing of concrete so as to promote the
hardening of cement

engineering, procurement and construction, commissioned
by the owner to contract the whole process or certain stages
of a project based on the contract including exploration,
design, procurement, construction and trial operations
(inspection upon completion)

gross floor area, in real estate is the total floor area inside
the building envelope, including the external walls, and
excluding the roof

impure sandstone containing lime and clay

the intelligent era of using information technology to
promote industrial transformation (distinguished from the
Industrialization 1.0 steam engine era, the Industrialization
2.0 electrification era and the Industrialization 3.0
information era), characterized by the use of IoT
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“IOT”

“ISO9001”

Gémz” Or “Sq‘m‘,,
“m3”

“mid to high-rise”

“mould”

“multi-story”

“OEM”

“pal’lel”

“PC” or “precast concrete” or
“prefabricated concrete”

“PC Maker”

information  system  for the digitalization and
intelligentization of supply, manufacturing, and sales
information in production, in order to achieve fast, effective
and personalized product supply

internet of things, a network of physical objects (devices,
vehicles, buildings and other items) embedded with
electronics, software, sensors, and network connectivity
that enables these objects to collect and exchange data thus
to realize intelligent identification, positioning, tracking,
monitoring and management

a standard for quality management systems maintained by
the International Organization for Standardization (ISO)
and is administered by accreditation and certification
bodies

kilometer(s)
meter(s)

square meter(s)
cubic meter(s)

houses and buildings with height between 24 meters
(exclusive) and 100 meters (inclusive)

a device for cutting or molding liquid into a particular
shape

houses and buildings with height between 10 meters
(exclusive) and 24 meters (inclusive)

original equipment manufacturer, a company that makes a
part or subsystem that is used in another company’s end
product

a flat or curved component, typically rectangular, that
forms or is set into the surface of a door, wall, or ceiling

a construction product produced by casting concrete in a
reusable mould which is then cured in a controlled
environment, transported to the construction site and lifted
into place; in contrast, standard concrete is poured into site-
specific forms and cured on site

the series of software for designing PC units and realizing
other functions along the industry chain of prefabricated
construction industry, of which PC Maker I is its first
generation
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“PC Maker I”’ a BIM software developed by the Company for designing
PC units
“PC-CPS” cyber-physical-system, an intelligent system to manage the

operation and production

B

“prefabricated building’ a type of building that consists of several factory-built
components or units that are assembled on-site to complete

the unit

“QR code” uick response code, a machine-readable optical label that
q P P
contains information about the item to which it is attached

“rebar” or “bar” reinforcing bar, collectively known as reinforcing steel and
reinforcement steel, a steel bar or mesh of steel wires used
as a tension device in reinforced concrete and reinforced
masonry structures to strengthen and aid the concrete under
tension

“reinforced concrete” concrete in which wire mesh or steel bars are embedded to
increase its tensile strength

“sandwich panel” the panel with the structure of three layers

“shear wall” a vertical element of a seismic force resisting system that is
designed to resist in-plane lateral forces, typically wind and
seismic loads

“slab” a large, thick, flat piece of stone, concrete, or wood,
typically rectangular
“ton(s) ” metric tons
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FORWARD-LOOKING STATEMENTS

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

99 ¢ 29 ¢ RT3

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

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

e our business prospects;

*  our capital expenditure plans;

*  our financial condition and performance;
e our dividend policy;

* any changes in the laws, rules and regulations of the central and local governments in the
PRC and other relevant jurisdictions and the rules, regulations and policies of the relevant
governmental authorities relating to all aspects of our business and our business plans;

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

*  global political and economic conditions, including those related to the PRC and other
relevant jurisdictions in which we have or intend to have business operations.

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

You should carefully consider all the information in this prospectus, including the risk and
uncertainties described below, before making an investment in our H Shares. These risks could
materially and adversely affect our business, financial condition and results of operations. The
trading price of our H Shares could significantly decrease due to any of these risks, and you may
lose all or part of your investment. You should pay attention to the fact that we are a PRC company,
the legal and regulatory environment of where it is situated in may be significantly different from
that of other jurisdictions. For detailed information concerning the PRC and certain related matters
discussed below, please refer to the sections headed “Appendix V—Regulatory Environment”,
“Appendix VI—Summary of Certain Legal and Regulatory Matters” and “Appendix VII—Summary

il

of the Articles of Association”.

There are certain risks involved in our business, most of which are beyond our control. These
risks can be categorized as: (i) risks relating to our business and industries; (ii) risks relating to doing
business in the PRC; and (iii) risks relating to the Global Offering. Additional risks and uncertainties
that are not presently known to us or that we currently deem immaterial may develop and become
material and could also harm our business, financial condition and results of operations.

RISKS RELATING TO OUR BUSINESS AND INDUSTRIES
Our business and future growth may be affected by the macro economic conditions in the PRC.

Our business and future growth prospect relies on the general economic conditions in the PRC.
From 2013 to 2018, China’s economy achieved a rapid growth at a CAGR of 8.2%. According to Frost
& Sullivan, from 2019 to 2023, China’s macro economy may experience a soft landing during which it
is predicted that China’s economy growth may slow down, and various ongoing reforms may be
carried out in the PRC, aiming to transform China’s macro economy from investment-driven to
consumer-driven. In addition, the cooling down of China’s fixed asset investment reflects a combined
effect of the economy deleveraging, reinforcement of environmental protection control and redundant
production capacity elimination in the heavy industry. This economic structure adjustment is expected
to improve the quality and efficiency of China’s economic development. Some of these measures are
beneficial to China’s general economy, but may also adversely affect our operation. For example, the
PRC government has tightened its control over capital investment, which may decrease government’s
investments in low-income housing projects and/or public facility construction projects in China; and
the deleveraging of economy may affect real estate development construction activities. As a result,
our ability to supply PC units or PC equipment or undertake housing and public facilities construction
projects at a reasonable price may be hindered. We are involved in construction projects of commercial
real estate development, government-funded low-income housing and municipal construction. These
projects are developed or funded by real estate developers or government, government organizations or
public organizations. Any change of economic conditions in the PRC may affect the availability of
funds to the project developers or owners which may result in suspension or termination of the project,
and our ability to supply PC units to these projects may be in turn materially and adversely affected. In
addition, enhanced control over environmental protection by the PRC government may lead to a
massive shutdown or prolonged inspection to the construction site by government departments, which
in turn may affect our supply to the construction project. Any economic structural adjustment in the
PRC may cause changes in the taxation regulation system or foreign exchange control system currently
applied to us, resulting in adverse effects on our financial condition and results of operation.

Construction activities in the PRC are very sensitive to economic fluctuations and market
uncertainties, and are regulated by the PRC government through political decisions. Any slowdown or
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regression of economy or other changes in China’s society, politics or legal environment may decrease
the number of new real estate construction projects or infrastructure projects, or lower the purchasing
power of residents, and therefore decrease the demand towards our products and affect our results of
operation.

Our business and future growth are subject to changes in the construction industry in the PRC.

Our business and future growth relies on the level of real estate construction industry
development in the PRC. In the 13th Five-Year Plan, the PRC government aims to achieve an annual
growth rate of 7% on the gross value of the construction industry output, showing the PRC
government’s intention in maintaining a stable development of the construction industry. With the
implementation of the Belt and Road Initiative and the development trend of comprehensive
industrialization, China’s construction industry growth may sustain in the next five years according to
Frost & Sullivan. Moreover, the PRC government considers urbanization as one of the core national
strategies and has been accelerating the urbanization progress. According to Frost & Sullivan,
urbanization level in the PRC reached 59.6% in 2018 and is expected to increase to 64.9% in 2023.
The PRC government plans to achieve 70% of urbanization in 2030 in its national development plan,
which indicates a continuous growth in the future. The growth in urban resident population will boost
the continuous growth of the demand for real estate construction and municipal construction. However,
such growth is conditioned upon various factors and we cannot assure that such growth will continue.
Furthermore, the prefabricated construction industry, from which most of our revenue was generated
during the Track Record Period and is expected to continue to generate in the future, accounts for only
part of the construction industry and may not enjoy the same growth along with the growth of the
construction industry or at all. In addition to the factors which may contribute to the general growth of
construction industry, the growth of prefabricated construction industry is subject to structural
movement within the industry, which is affected by the market preference, consumption habit,
government policies and the competitive edge of different component of the industry. If there is a
slowdown or regression of China’s construction industry particularly the prefabricated construction
industry, the demand for our products and services may decrease, which in turn may have a material
and adverse effect on our business, financial condition and results of operation.

Meanwhile, we are susceptible to adverse changes in government policies related to the PRC
construction industry, including laws and regulations that affect land supply for real estate
development, project financing and taxation, as well as local government budgets and the participation
of private enterprises in the infrastructure industry. During the Track Record Period, we engaged in
supplying PC units to government-funded low-income housing projects and real estate development
projects or acted as a constructing contractor for these projects. The PRC government has implemented
various regulations and policies, aiming to cool down the real estate market and hinder the rise in
property prices, which include criteria on purchasing real estate by domicile of household, restrictions
on mortgage and increase in interest rate for real estate loans in the secondary market, as adopted in
certain cities. These policies and measures may affect the activity of real estate market in the PRC,
resulting in the slowdown of China’s real estate construction industry development, and in turn
affecting the number of PC unit supply or construction projects that we can obtain and the number of
PC equipment that we can sell. In addition, our business relies on the continuous growth of the
prefabricated construction industry, which is subject to various factors such as economic condition and
change of industry policy in the PRC that are out of our control. The PRC government promulgated the
Certain Opinions in 2016, according to which the PRC government will strengthen the policy support
to raise the proportion of prefabricated construction among newly constructed buildings to 30% in
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about 10 years. However, it may take longer than expected for the related supportive policies to be
fully implemented at local level, and as a result we may not be able to acquire the competitive edge
against companies adopting traditional construction methods. If the prefabricated construction industry
did not grow as expected, our business, financial condition and results of operation would be materially
and adversely affected. We cannot assure you that the prefabricated construction industry will grow as
expected or at all, or the PRC government will not change its policies or adopt other policies toward
the prefabricated construction industry, or the favorable policy treatment we have enjoyed so far will
not terminate. In the event of any above, our business, financial condition and results of operations
may be materially and adversely affected.

We face intensive competition in the industry of the PRC.

We face intensive competition from nationwide large scale construction companies, which
may have stable supply of projects or abundant technological resources as well as from regional
competitors, which may have abundant long-term customer resources, extensive network in the region,
or the advantage of low freight cost. As such, we cannot guarantee that we are able to successfully
compete with our competitors in either nationwide or regional market or maintain our position as the
market leader in China. Furthermore, where the adoption of prefabricated construction method is not
required by the relevant policies or regulations, customers may prefer the traditional construction
method, which we do not have competitive edge on due to its advantages in respect of low cost and
low technology barrier as well as the level of acceptance and familiarity of consumers. In addition, the
industrial standards of the prefabricated construction industry are in their early stage of development
and the national standards and local standards have just been promulgated and are in their early stage
of implementation as well. We cannot assure you the development, promulgation or implementation of
such standards will not affect our products or production, or we will not incur additional cost to comply
with the standards or any changes thereof. In that case, the profitability and prospects of our business
may be adversely affected.

In addition, due to our business nature, we secure contracts for most of our PC unit
manufacturing business through competitive bidding. We cannot guarantee that we will be informed
about or be invited to the tendering process or we are able to win the bidding in the future. We are also
exposed to the risk of not being granted new contracts from customers upon the expiry of the contracts
on hand. We cannot guarantee that we can maintain or raise the successful rate of our tendering in the
future. If we cannot continuously secure new projects with similar or larger contract amounts, our
results of operation, financial condition and business prospects may be materially and adversely
affected.

The predetermined price contracts that we are involved in may delay, change, or terminate due to
the price fluctuation of raw materials and other uncontrollable factors, and therefore may cause
losses and result in profit decrease.

A significant portion of the revenue from our PC unit manufacturing business and construction
contracting business is generated and expected to continue to be generated from contracts with
predetermined price. Such contracts require us to complete projects at a predetermined unit price or
total price and at a scheduled time. Our estimate of cost of completing a project is subject to various
assumptions, including future economic conditions, cost and supply of labor and raw materials,
utilization of production facilities and the construction and technology standards of various projects,
which may not be accurate. Our production of PC units as well as our construction contracting business
relies on reliable and sufficient supplies of raw materials, such as cement, rebar, and gravel. During the
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Track Record Period, prices of such raw materials increased significantly due to factors including the
government’s market control policies and changes of the market supply and demand. Such price
fluctuations in the PRC market are difficult to foresee at the time of signing the predetermined price
contracts and are beyond our control. Among the PC unit manufacturing contracts with predetermined
price that we entered into during the Track Record Period, approximately 32.2% (in terms of number)
of the contracts contain a price adjustment clause that will trigger a price adjustment in case the market
price of raw materials (generally cement and rebar) increases beyond a certain percentage (generally
5%); while the rest of the contracts did not contain such price adjustment clause. Hence under these
contracts we are not entitled to adjust the selling price of our PC units unless otherwise agreed by
parties. In case of any significant subsequent increase of price of raw materials, we cannot assure that
we are able to negotiate successfully with the customers to increase our selling price accordingly and
as a result, our profitability from such contracts may be adversely affected. During the Track Record
Period, our direct material costs of the PC unit manufacturing business accounted for 32.4%, 42.5%,
45.4% and 49.2% of the revenue from the PC unit manufacturing business, respectively. For
illustrative purpose only, if our cost of raw materials of the PC unit manufacturing business increased
or decreased by 5% during the Track Record Period, with all other variables held constant, our revenue
of the PC unit manufacturing business for the years ended December 31, 2016, 2017 and 2018 and the
four months ended April 30, 2019 would have decreased or increased by approximately RMB7.2
million, RMB18.9 million, RMB19.4 million and RMBS8.6 million, or approximately 1.6%, 2.1%,
2.3% and 2.5%, respectively. Besides, the delay caused by inclement weather, labor shortage, technical
issues and the delay resulted from other inherent risks in contract enforcement may all cause our actual
risk or cost different from our estimates. Any occurrence of such events may result in excessive
expenditures or delay in delivery of products or completion of projects. During the Track Record
Period, our gross profit margin in certain business segment was affected by the increase of price of raw
materials. We cannot guarantee that the products delivered or the projects completed meet the various
customers requirements and there will not be excessive expenditures or delays. In that case, our
reputation may be adversely affected and our customer loyalty may be weakened. Excessive
expenditures may also adversely affect the profit under the relevant contracts.

Furthermore, construction projects that we are involved in are exposed to risks in relation to
potential delay, changes or termination due to various factors. These factors include market conditions,
government policies, applicable laws and regulations, availability of funding, transportation, potential
disputes with partners, raw material suppliers, employees and local governments, electricity, other
energy supply, technology and human resources supply and natural disasters. Any delay, changes or
termination in the construction projects that we are involved in may lead to postponement in our
projects and production and sales of products, which in turn affect our profit. The construction projects
we are involved in include commercial real estate development projects, government-funded
low-income housing projects and municipal construction projects. These projects are either funded by
real estate developers or government, government organizations or public organizations. Therefore,
such projects may be subject to changes or postponement due to factors such as changes in market
conditions or policies of real estate development and bank credit, changes in fiscal budget or public
expense and policy in infrastructure by the PRC government, and personnel changes in government or
decision-making bodies or any other economic or policy changes, which may result in withholding or
delay of the payment for our products or services. In addition, customers may require us to change the
design from time to time which may cause adjustment of production plans and additional costs. If we
cannot predict such changes accurately and adjust our projection and project progress arrangement on
time, our business, financial condition and results of operation may be adversely affected.
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We may not be able to satisfy our working capital requirements if we experience significant increase
in amount due from customers, significant delays in our billing and settlement process, or
significant delays or defaults in our trade and other receivables, performance guarantees or
warranty deposit.

We usually require our customers to pay by installment upon achieving certain project
milestones or with regard to project progress. For details, please refer to the section headed
“Business—Sales and Marketing—Credit Policy”.

Our customers may not pay in a timely manner or at all. The carrying amounts of our trade
debtors and bills receivable (before the provision for impairment) were RMB1,084.0 million,
RMB1,536.5 million, RMB1,814.0 million and RMB1,811.2 million, respectively, as of December 31,
2016, 2017 and 2018 and April 30, 2019. Moreover, during the Track Record Period, we had long
trade debtors and bills receivable turnover days. During the years ended December 31, 2017 and 2018
and the four months ended April 30, 2019, the turnover days of our trade debtors and bills receivable
were 247 days, 269 days and 337 days, respectively; the turnover days of our trade debtors and bills
receivable for our PC unit manufacturing business were 268 days, 378 days and 318 days, respectively;
and the turnover days of our trade debtors and bills receivable for our construction contracting business
were 678 days, 495 days and 291 days, respectively. In addition, due to some of the Joint Factories
were still in the early stage of development and may not timely settle their payment for PC equipment
purchased from us, our trade debtors and bills receivable turnover days in the PC equipment
manufacturing business segment for the years ended December 31, 2017 and 2018 and the four months
ended April 30, 2019 increased from 117 days to 159 days further to 383 days. For details, please refer
to the section headed “Financial Information—Liquidity and Capital Resources—Trade and other
receivables”.

Delays or defaults in payments from customers or delayed billing process may adversely affect
our cash flow position and our ability to satisfy working capital requirements. We have experienced
delayed payment from certain customers, resulting in unexpected increase in amounts receivable and
cash outflow. As of December 31, 2016, 2017 and 2018 and April 30, 2019, our allowance for
impairment of trade and other receivable were RMB23.3 million, RMB28.6 million, RMB106.8
million and RMB116.4 million, respectively, amounting to 1.9%, 1.7%, 5.2% and 5.8% of trade and
other receivable before impairment, respectively. However, we cannot guarantee that we will make
sufficient provisions in the future.

In addition, during the Track Record Period, we recorded long outstanding balances of contract
assets derived from our construction contracts. Such long outstanding balances of contract assets are
primarily attributable to (i) government-funded projects with relatively long settlement cycle; (ii)
projects with large scales and relatively long construction period and (iii) unexpired warranty period.
As of April 30, 2019, RMB532.9 million of contract assets from the top ten projects had been
outstanding for more than two years. We could not recognize these long outstanding balances of
contract assets as trade debtors and bills receivable and settle them as they are not verified by the
clients. As the recoverability of our contract assets is primarily subject to the construction progress and
settling process of our client, we cannot assure you that we are able to recover or settle all of these
outstanding balances of contract assets in a timely manner or at all.

If we cannot verify our contract assets or collect contract prices in a timely manner or the
amount of receivables are not paid in full, our cash flow and financial condition will be adversely
affected. In addition, we regularly incur costs related to projects, major raw materials, equipment and
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labor, especially at the beginning of the projects or before achieving certain project milestones. In
respect of the projects which have incurred material costs and expenses, defaults in payments from
customers or the time difference between collecting receivables from customers and making payments
to suppliers could materially and adversely affect our results of operations as well as reduce our
working capital.

We recorded net current liabilities as of December 31, 2018 and April 30, 2019.

We have relied on a combination of funds generated from our operations, bank and other loans
to finance our business operations and expansion. As of December 31, 2018 and April 30, 2019, we
had net current liabilities of RMB135.8 million and RMB412.9 million, respectively, as compared to
our net current assets position of RMB294.8 million as of December 31, 2016 and RMB423.7 million
as of December 31, 2017. Our net current liability position as of December 31, 2018 was primarily due
to the increased use of cash to satisfy the huge capital requirement of our business expansion and
research and development activities, and our net current liability position as of April 30, 2019 was
primarily due to our investments in our wholly-owned PC factories. Furthermore, we also recorded net
current liabilities of RMB&823.9 million as of August 31, 2019 (being the Latest Practicable Date to
determine our indebtedness). We may need to obtain additional borrowings from financial institutions
or other persons to finance our rapid business expansion which will involve significant capital
expenditure. We may continue to record net current liabilities in the future, which may limit our
working capital for operation, and materially and adversely affect our business, financial condition and
results of operations.

We may not realize expected investment return or suffer loss with respect to our investments in the
Joint Factories.

To increase our share in regional markets and promote our production management system, we
established Joint Factories in various regions together with our JF Partners to produce PC units. Our
shareholding in the Joint Factories generally does not exceed 35%. Therefore, although we provide
management support to the Joint Factories, we have no control over the management and operation of
the Joint Factories. In addition, as we normally do not have the right of first refusal pursuant to the
agreement with the JF Partners, we may not be able to object to any existing JF Partners transferring
their shares of Joint Factories to other parties. In that case, we may have less control over the quality of
JF Partners as we originally planned. Accordingly, we may not realize expected investment return in
the Joint Factories or even suffer losses due to partners’ poor management of the Joint Factories, nor
could we ensure that the quality of products produced by Joint Factories is consistent with the quality
of products produced by wholly-owned factories. In addition, we sell PC equipment to the Joint
Factories and the products produced by the Joint Factories using such equipment share our brand name
of “Broad Homes Industrial”. If such products are defective and give rise to products liability, the
reputation of our products (including the products produced by our wholly-owned factories and other
joint factories) may be adversely affected and we may undertake relevant liabilities.

We invest in joint factories in regions where market demand for PC units we consider
favorable. In certain regions, we may invest in multiple joint factories or both joint factories and
wholly-owned factories. As we do not have restrictive terms on sales region of joint factories in
cooperation agreements entered into with our JF Partners, vicious competitions, such as price
competition may arise among joint factories or between joint factories and our wholly-owned factories.
We cannot guarantee that we can properly ease such competition, and as a result, our regional selling
price of PC units may be driven down and our profitability may be adversely affected.
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It generally takes one to three years from the establishment of a Joint Factory to commence
operation and it is estimated that the Joint Factory will record profits in three to five years and achieve
payback in eight years commencing from the signing date of the joint venture agreement. It is a long
period of time during which situations may change and any incident beyond our control may arise and
as a result, Joint Factories may not be able to commence operation or record any profit as we expect, or
at all. Our expected payback period and breakeven period may be prolonged due to various factors that
are out of our control. In that case, we may not be able to realize expected investment return in time
and may even suffer losses. Even though we may record profits from those Joint Factories that are
recorded as associates under equity accounting, we would not generate any cash inflow for those
profits recorded unless the dividends are declared and paid in cash by the Joint Factories. In addition,
we provide related proprietary technology to joint factories and allow them to use our intellectual
property right. We cannot guarantee that our JF Partners will use our proprietary technology and
intellectual property right in full compliance with cooperation agreements. Moreover, if our JF Partners
otherwise breach the cooperation agreements, the establishment and commencement of operation of
joint factories may be delayed, which may adversely affect our business, financial condition and results
of operations.

We do not have significant influence over the operation of level two Joint Factories.

Since early 2018, we started to implement the “two-level management strategy” on the Joint
Factories. Subject to the consent of the JF Partners, we withdraw from participating in the decision-
making process of the key operational management of certain Joint Factories and therefore lose
significant influence over the operation of such Joint Factories, to better respond to the challenges
imposed on our limited management resources with our implementation of Broad Homes United
Program. As of the Latest Practicable Date, among 64 Joint Factories that we made capital contribution
to, 45 were level two Joint Factories. Based on mutual agreement after arm’s length negotiation and the
articles of association (or as amended) of those Joint Factories, we do not involve in the key
operational management of such 45 Joint Factories. We may categorize more and more Joint Factories
as level two Joint Factories when the circumstance allows. With the expansion of Broad Homes United
Program and subject to further negotiation with our JF partners, we expect to gradually re-categorize
level one Joint Factories as level two Joint Factories and currently intend to categorize all 67 Joint
Factories that we plan to establish from 2019 to 2024 as level two Joint Factories at the time of
establishment, except for the circumstances under which our JF Partners have expressed a strong desire
to involve us in the daily operation and management of the Joint Factories.

With respect to level two Joint Factories, our influence over their management and operation
are very limited and thus we cannot assure you that such Joint Factories could maintain the same
quality of management as our level one Joint Factories, and as a result the operation results or financial
performance of these Joint Factories may not be as favorable as we expect. Currently, substantially all
of our PC equipment are sold to the Joint Factories. Any unfavorable results of the Joint Factories’
operation or financial performance may affect their payments of purchased PC equipment and their
future demand for our PC equipment and further affect the performance of our business (including our
trade debtors and bills receivable of the PC equipment manufacturing business segment) as well as the
development of Broad Homes United Program. The products produced by the Joint Factories using the
equipment supplied by us share our brand name of “Broad Homes Industrial”. If such products are
found defective and give rise to products liability, the reputation of our products (including the
products produced by our wholly-owned factories and other joint factories) may be adversely affected
and we may undertake relevant liabilities or spend additional time and efforts negotiating with the

43



RISK FACTORS

relevant JF Partners, which will distract our management and in turn will have negative impacts on our
operation. Furthermore, if any of the abovementioned situations occur, the fair value of such level two
Joint Factories may decrease and we may record fair value loss in our financial statements, which may
have negative impact on our financial performance.

There may not be sufficient market demands for the PC units manufactured by Joint Factories,
which may have negative impact on Joint Factories’ and our business operation and financial
performance as well as the expansion of Broad Homes United Program and our PC equipment
manufacturing business in the long-run.

We invest in joint factories in regions where market demand for PC units we consider is
favorable. We cannot assure you that our analysis of the market conditions and demand is accurate and
that the local market will grow as we expect or at all. If the market does not grow as we expect or the
market conditions change, there may not be sufficient market demands for the PC units manufactured
by Joint Factories. As a result, the business operation and financial performance of Joint Factories
could be adversely affected and may not meet our expectation, which, in turn, would have negative
impacts on our business operation and financial performance since we recorded some of the Joint
Factories as associates. In addition, we plan to continue expanding the landscape of Broad Homes
United Program and establishing more joint factories across China in the future. If the market demand
is not sufficient to support the expansion of the joint factory network, the expansion of Broad Homes
United Program may be slowed down. In addition, substantially all of our PC equipment was sold to
the Joint Factories during the Track Record Period, and we expect the sales to joint factories will
continue to contribute a substantial amount of sales of our PC equipment in the near future. As such,
the long-term development of our PC equipment manufacturing business could be adversely affected if
the development of Broad Homes United Program were negatively affected.

Valuation methods for our investments may involve subjective judgments, and our financial
condition and results of operation may be materially and adversely affected by gains or losses
arising from changes in the fair value of our investment in joint factories and investment properties.

During the Track Record Period, we invested in the Joint Factories with selected local partners
through Broad Homes United Program to manufacture PC units. The Joint Factories are recorded as
associates or financial assets at fair value through profit or loss. Associates are entities in which we
have significant influence on their financial and operational policy decisions while for those we do not
have significant influence on, we record the interest in those Joint Factories as financial assets at fair
value through profit or loss upon loss of significant influence. We record one-off gains or losses on
loss of significant influence of certain associates when our certain Joint Factories are remeasured as
financial assets at fair value through profit or loss. Due to its non-routine nature, any significant
amount of such gains or losses may materially and adversely affect our profit for a specific period.
During the Track Record Period, certain Joint Factories were remeasured as financial assets at fair
value through profit or loss using market approach. In 2018 and the four months ended April 30, 2019,
we recorded gains on loss of significant influence in associates of RMB261.5 million and RMB&7.3
million, respectively. During the Track Record Period, we also held certain investment properties
which were measured at fair value. For the years ended December 31, 2016, 2017 and 2018 and the
four months ended April 30, 2019, we recorded valuation gains on the investment properties of nil,
RMB14.0 million, RMB53.9 million and nil, respectively.

The fair value of our investment in Joint Factories that are measured as financial assets at fair
value through profit or loss and investment properties was measured based on assumptions that are not
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supported by observable market values (i.e. significant unobservable inputs) during the Track Record
Period. Please refer to Note 32(e)(ii) in the section headed “Appendix I - Accountants’ Report” for
more details. During the Track Record Period, fair value of our investment in Joint Factories that are
measured as financial assets at fair value through profit or loss was determined using comparable
transaction method and the significant unobservable input used in the fair value measurement are
implied Price/Invested Capital multiple and P/B multiple; and fair value of our investment properties
was determined using market comparison approach by reference to recent sales price of comparable
properties on a price per square meter basis, adjusted for a premium or a discount specific to the
quality of our buildings compared to the recent sales. Changes in these unobservable inputs will affect
the estimated fair value of financial assets at fair value through profit or loss and our investment
properties at the end of each of the financial reporting period. Given the inherent uncertainties in
measuring the fair value of our investment in Joint Factories that are measured as financial assets at
fair value through profit or loss and investment properties, any material and adverse changes in fair
value could materially and adversely affect our financial position and results of operations. In addition,
the fair value of our investment in Joint Factories that are measured as financial assets at fair value
through profit or loss and our investment properties may vary by the valuer and valuation method
employed, as well as other factors and the fair value itself may not necessarily reflect the actual and
liquidated value of our investments in these Joint Factories and our investment properties when such
investments are realized.

During the Track Record Period, we did not record change in the fair value of our investment in
Joint Factories that are measured as financial assets at fair value through profit or loss or valuation loss
on the investment properties. We cannot assure you that we can record positive changes in the fair
value in our investment in Joint Factories that are measured as financial assets at fair value through
profit or loss or comparable valuation gains on investment properties in the future or even incur losses,
which may have an adverse effect on the profitability of our business.

We recorded gains of non-routine nature during the Track Record Period.

During the Track Record Period, we recorded gains that are of non-routine nature. For example,
for the year ended December 31, 2017, we recorded gains on disposal of subsidiaries of RMB13.5
million; for the year ended December 31, 2018, we recorded gains on disposal of subsidiaries of
RMB108.4 million, gains on loss of significant influence in associates of RMB261.5 million and gains
on disposal of associates of RMB11.5 million; and for the four months ended April 30, 2019, we
recorded gains on loss of significant influence in associates of RMB87.3 million, gains on disposal of
partial interest in associates of RMB7.6 million and gains on disposal of associates of RMB512,
respectively. Such gains are of non-routine nature, which may not be used as an indication for our
financial performance for the future years. We cannot assure you that we would record similar gains on
loss of significant influence in associates, gains on disposal of partial interest in associates, gains on
disposal of subsidiaries, gains on disposal of associates or at all or even record loss on the
aforementioned items in the future years.

We have limited customer base for our PC equipment, and our PC equipment production is exposed
to OEM risks.

Substantially all of our PC equipment was sold to the Joint Factories during the Track Record
Period. Therefore, we have a limited customer base for PC equipment, and the growth of the demand
of our PC equipment mostly relies on the expansion of the Joint Factories, i.e. the successful
implementation of Broad Homes United Program. If we cannot effectively expand our network of Joint
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Factories, or Broad Homes United Program cannot be implemented successfully, our PC equipment
manufacturing business may be materially and adversely affected. Furthermore, after the completion of
the nationwide strategic layout of joint factories, their demand for new PC equipment may decrease,
and we may have to rely on the demand from external independent customers or expansion plans of
existing joint factories or upgrade of PC equipment for the development of our PC equipment
manufacturing business. We may have difficulties adapting to the needs or demand of external
independent customers which could be very different from that of the Joint Factories. In addition, the
existing Joint Factories may not successfully implement their expansion plan or we may not be able to
successfully upgrade our PC equipment. In case of any of the above, our PC equipment manufacturing
business may not grow as we expected or at all, and our business financial condition and results of
operation may be materially and adversely affected.

Our PC equipment is produced by OEM service providers and such equipment uses our brand
name of “Broad Homes Industrial”. As such, we may have limited control over the product quality
manufactured by the OEM service providers. In addition, we may be exposed to other inherent OEM
risks. We offer the OEM service providers the designs and production methods of PC equipment.
There is no guarantee that such designs and production methods will not be copied by the OEM service
providers or be used for other improper purposes nor guarantee that Joint Factories will not purchase
PC equipment directly from the OEM service providers. Also, we cannot assure you that the OEM
service providers can deliver the PC equipment as scheduled according to the commissioning contract.
Delay of delivery by the OEM service providers may defer the construction schedule of joint factories
and thus delay the time to commence product. Moreover, the OEM service fees charged by the OEM
service providers may increase along with the prices increase of raw materials prices, which may
materially and adversely affect the profitability of our PC equipment manufacturing business.

Our research and development efforts may not produce anticipated results, and we may not be able
to develop PC unit products, PC equipment and management system which can cater for the rapidly
changing market demand in a timely manner to maintain our competitiveness and profitability.

Our core competitiveness to maintain our leading position in the prefabricated construction
industry lies in improving construction efficiency through industrialized production and realizing
intellectual construction. To maintain our competitive edge, we endeavor to continuously develop new
and innovative PC unit products and PC equipment and/or enhance our existing production lines to
ensure our products meet the evolving requirements of our customers. However, we cannot assure you
that our efforts in research and development capabilities may achieve expected results or at all. In
addition, we may not be able to successfully bring newly-developed products to the market, or our
competitors could develop, manufacture and sell more advanced and price-competitive products in the
market than ours. If any of the foregoing were to occur, demand for our products could be materially
and adversely affected, which would result in a material adverse effect on our business, financial
condition and results of operations.

Currently, we rely on PC Maker I to conduct structure design, structure calculation and to draft
working drawing and drawing list according to customers’ requirements. We also rely on PC-CPS to
manage suppliers, arrange for production and final account. To meet the ever-changing customer
demand and the requirements for more reliable performance, better efficiency and higher safety
standard under different working conditions, the technology of the prefabricated construction industry
evolves rapidly. To maintain our leading market position in the industry in China, we continue
designing and developing efficient softwares, standards and data models, optimizing resource
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allocation in each session of prefabricated construction and accelerating our development in digitalization
and platformization so as to achieve full process operation on the platform and improve productivity by
improving equipment utilization rate. In the future, we plan to develop PC Maker series softwares which
could cover the whole process of design, production and construction and integrate the earlier stage of
design and production, the middle stage of resource allocation and project construction, and the later
stage of project settlement. As such, we have devoted substantial resources to research and development
activities. In 2016, 2017 and 2018 and the four months ended April 30, 2019, our total research and
development expenditure (including research and development expenditures capitalized and accounted as
expenses) was RMB116.6 million, RMB143.3 million, RMB207.7 million and RMB63.0 million,
respectively. However, we cannot ensure our research and development activities would achieve
expected results. Our technology development may delay or fail, or may not be able to closely follow the
technology trend in the prefabricated construction industry. Failure to develop and launch updated
software and management system according to the prefabricated construction industry development trend
in a timely manner, or at all, will weaken our competitiveness and profitability.

We may be subject to product liability claims or losses due to defective products and improper
product installation, which may harm our reputation and materially and adversely affect our
business, financial condition and results of operation.

We provide PC units and PC equipment to customers and may be subject to product liability
claims caused by defects in research and development, manufacture, sales and installation.

In our PC unit manufacturing business, we have established product quality control policies for
our PC unit production. However, the effectiveness of such quality control policy depends on multiple
factors, including the design of quality control system, quality control training program and our
capability of ensuring that employees are in compliance with quality control policy and guidelines.
Therefore, we cannot guarantee that our quality control policy can be implemented effectively. If defects
occur, we may not be able to correct the defects at a reasonable cost and in a timely manner, or at all. In
our PC equipment manufacturing business, our PC equipment are produced by OEM service providers
according to our designs and production method. As we have limited control over the OEM production
process, we cannot guarantee the quality of PC equipment produced by OEM service providers.

We supply PC units for prefabricated construction projects, deliver products to designated
locations and provide installation recommendations according to customer requirements. We also
install the PC equipment for our clients in PC equipment manufacturing business. The proper
functioning of the PC units and PC equipment relies on correct installation. We cannot guarantee that
construction workers will strictly comply with our installation recommendation and install the PC units
correctly. Nor can we guarantee the proper installation of PC equipment. As a result, we may be
subject to claims caused by improper product installation.

If defective products or improper installation of our products cause personal injuries, property
losses or other losses to the customers, we may be held liable for product liability claims under the
PRC laws or laws of other jurisdictions in which our products are sold or used. In certain jurisdictions,
such as the PRC, where strict liability is imposed on product defects, we may incur liability for
accidents or incidents involving our products for reasons that we are not responsible or for any claims
arising from improper product installation for reasons which we cannot prove irrelevant to us. In
addition, we generally do not carry product liability insurance for our products nor third-party liability
insurance for personal injuries. Any such claims may result in costly litigations and may adversely
affect our results of operations, financial condition and profitability.
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If our products are proven to have quality issue, fail to comply with national or industrial
standards, or have potential risks to the safety of humans and properties, we may have to repair such
products for free, be subject to penalties, revocation of operation licenses or permits, or suspension of
production or sales of our products, or be ordered to adopt corrective measures. If the installation of
our products is proven to be improper, we may be subject to penalties or be ordered to adopt corrective
measures. Product quality problems may affect our reputation and brand names, resulting in a
decreased demand for our products and stricter scrutiny by regulatory agencies over our operations.

We cannot guarantee that there will not be any serious incidents related to product quality or
caused by improper product installation in the future. Any claims against us, regardless of their merits,
may materially and adversely affect our financial condition. If we recall any of our products or are
punished by government authorities, our business, financial condition, results of operations and
reputation could be adversely affected.

Our production capacity expansion may not be able to cater for rapidly growing market demand and
our business expansion.

As of April 30, 2019, the annual production capacity of our wholly-owned factories for PC
units production was 1,665,000 cubic meters, while that of the Joint Factories was 3,920,000 cubic
meters. If the market demand for PC units rapidly increases, our production capacity growth may not
be able to meet the market demand in a timely manner. The pace of our production capacity expansion
may not satisfy our business expansion either. We may incur additional expenses in respect of
facilities, equipment, employees for the expansion of our production capacity. In case our production
capacity is unable to satisfy the demand of our customers, we may have to adopt OEM model for PC
unit production in certain regions. As such, we cannot guarantee that we are able to locate appropriate
OEM service providers in a timely manner and we may be subject to similar inherent risks of OEM
model as those in our PC equipment manufacturing business. If any of the foregoing were to occur, our
business, financial condition, results of operations could be adversely affected.

We may not be able to manage the inventory effectively.

We endeavor to maintain the best inventory level so as to fulfill clients’ needs. We generally
maintain the inventory for PC units at a level that we consider sufficient for production and sales for
about one standard floor. We rely on PC-CPS to estimate the demand for our PC units. If PC-CPS fails
to operate effectively, or the clients’ demand for our products drastically increases in a short period of
time, we cannot assure you that we can produce sufficient PC unit products to satisfy the contract
supply requirements in a timely manner.

Furthermore, a large amount of inventory will occupy our cash flow. As PC units are
customized according to the requirements of a specific project, we cannot utilize excess PC unit
inventory in other projects. If we cannot manage the inventory effectively, our production operation
may be adversely affected.

Labor shortage or increase in labor cost may affect our business growth profitability.

Our production operations rely on recruiting and retaining qualified workers and successful
training of these workers to equip them with skilled craftsmanship and qualified technology to operate
our production equipment in wholly-owned and joint factories. With the deterioration of aging problem
of workforce in the PRC, workers with health conditions suitable for the construction and
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manufacturing industry are in short supply. As a result, we may incur more costs to hire suitable
workers. If our recruitment and retention efforts are not successful, qualified workers may not be
integrated into our workforce in a timely manner to meet our business needs.

For the years ended December 31, 2016 and 2017 and 2018 and the four months ended
April 30, 2019, our staff costs were RMB248.5 million, RMB358.0 million, RMB443.6 million and
RMB158.9 million, respectively. It is expected that the labor cost in the PRC will continue to increase,
and the PRC government may formulate additional laws and regulations on labor protection, such as
increasing the statutory minimum wage. Such development may place heavier burden on us as an
employer and we may have to pay more benefits to employees. Any significant increase in our direct
labor cost will increase the cost of sales of PC units. If we cannot transfer the increased cost to
customers, our business, financial condition and results of operations may be materially and adversely
affected.

During the Track Record Period, we did not experience any labor shortage or significant
increase in labor cost which had a material impact on our daily operation or profitability. However, we
cannot guarantee that we will not experience shortage of skilled labor or the labor cost will not increase
in the future or that our project progress or profitability will not be adversely affected.

Our backlog may not be indicative of our future results of operations.

Backlog represents the total contract value of outstanding products or services at a specific date.
The outstanding contract sum of our construction contracting business represents the estimated contract
sum of outstanding construction as of a specific date. Project contract value represents the estimated
amount receivable under contract terms assuming that the contract is performed pursuant to its terms.
Backlog is not a measure defined under the PRC GAAP nor IFRS and may not be indicative of future
operating results. As of April 30, 2019, our total backlog was approximately RMBS5,185.1 million. For
the PC unit manufacturing business, as our supplies of PC units and PC equipment and revenue
recognition in construction contracting projects are largely subject to the construction progress of the
project, we cannot assure that our backlog will be recognized as revenue according to our expected
progress. For details, please refer to the section headed “Business—Backlog and New Contract Value”.

However, our current backlog is based on the assumption that our relevant contracts will be
fully performed in accordance with the terms. Termination or modification of any one or more major
contracts may have a substantial and material effect on our backlog. However, we cannot guarantee
that the estimated amount in our backlog will be realized in full and in a timely manner, or at all, or
that, even if it can be realized, such backlog will turn into profits as expected. Therefore, you should
not rely on the backlog information presented in this prospectus as an indicator of our future revenue
and profit.

We are subject to litigation risks.

In the ordinary course of business, we may be involved in litigations related to customers and
suppliers from time to time. Claims may be brought against us for alleged defective work, liabilities for
defective products, delayed delivery of goods and services, personal injuries and deaths, breaches of
warranty, delayed payments to our suppliers, labor disputes or late completion of projects or other
contracts. If we were found to be liable on any of the claims, we would have to incur additional costs.
Both claims brought against and by us, if not resolved through negotiation, may be subject to lengthy
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and expensive litigation or arbitration proceedings. Charges associated with claims brought against us
and write-downs associated with claims brought by us could have a material adverse impact on our
financial condition, results of operations and cash flow. Moreover, legal proceedings resulting in
judgments or findings against us may harm our reputation and adversely affect future business
opportunities. During the Track Record Period and up to the Latest Practicable Date, we were not
involved in any material outstanding litigation or arbitration that individually involves an amount in
controversy that exceeds RMBS5 million.

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

Fraud and other misconduct which may be committed by our employees or third parties can be
difficult to prevent or detect despite our internal control and corporate governance practices. Such
illegal actions could subject us to financial losses and harm our business and operations. In addition to
potential financial losses, improper acts of our employees or third parties could subject us to third-party
claims and regulatory investigations. Any fraud or other misconduct committed by our employees or
third parties could have an adverse effect on our reputation, business, financial condition and results of
operations.

We are subject to environmental regulations and may be exposed to potential costs for
environmental compliance. Our failure to comply with environment regulations may subject us to
penalties.

Our operations are subject to environmental laws and regulations relating to, among others, gas
and water emissions, noise, hazardous substances and waste management. We must obtain clearances
and authorizations from governmental authorities for the treatment and disposal of any discharge. The
construction and operation of our production facilities and equipment may also have an impact on the
environment. We cannot assure you that our facilities and equipment could continuously satisfy the
requirements under applicable environmental laws and regulations from time to time. Any violation of
these laws and regulations may result in substantial fines, revocations of operating permits, shutdown
of our facilities and obligations to take corrective measures. In addition, if the construction project that
we participate in as the PC unit supplier or as the construction contractor fails to comply with
environmental regulations, such construction project may be required by environment authority to
cease construction for rectification. Under such circumstance, as the PC unit provider, we will also
cease the production of PC units, which in turn may disrupt our original production plan and adversely
affect our business.

Moreover, the PRC government may take steps towards the adoption of more stringent
environmental regulations. Due to the possibility of unanticipated regulatory or other developments,
the amount of environment expenditures and time may vary substantially from those originally
anticipated. If there is any change in the environmental laws and regulations, we may need to incur
substantial capital expenditures to comply with environmental protection laws and regulations,
including the costs of installing, replacing or upgrading our equipment related to pollution control and
noise reduction and the costs of operational changes to limit any adverse impact of our operations on
the environment. Any limitations or costs incurred as a result of our non-compliance with
environmental laws and regulations may have an adverse effect on our business, financial condition
and results of operations.
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We have limited control over the quality, availability and performance of our construction
subcontractors.

For our construction contracting business, we subcontract certain of our construction services
from time to time. We conduct regular quality inspections of our subcontractors’ work. However, we
cannot guarantee the performance and work quality of our construction subcontractors as we may not
be able to monitor the operations of our subcontractors as directly and efficiently as we do with our
own operations. If a construction subcontractor fails to meet our quality standards or breaches our
subcontracting agreement, and if we are unable to hire alternative construction subcontractors in a
timely manner or on favorable terms, or at all, our operations may be delayed, which could harm our
reputation and adversely affect our business, financial condition and results of operations. Moreover,
we may be subject to additional costs if we are required to hire alternative construction subcontractors,
which would lower the efficiency and profitability of our operations.

In addition, we may be required to bear the liability arising from any defects in our construction
subcontractors’ work and thus may be subject to claims arising from any such defective work. We may
attempt to seek indemnity from the relevant construction subcontractors in the event a liability claim is
brought against us with respect to their performance, but we may be required to compensate our
customers before we are able to recover such amounts. In the event that we are unable to seek
indemnity from our construction subcontractors or we remain uncompensated for a protracted period of
time, we may be required to bear significant financial burdens, in which case our business, financial
condition and results of operations could be materially and adversely affected.

We have limited control over our subcontracted workers.

As is customary in the PRC construction industry, we only employ a limited number of
construction workers and subcontract most of the labor. As such, we may have limited control over our
subcontracted workers. Given the large number of our subcontracted workers and the high labor
turnover in the construction industry, if we are not able to accurately screen and ascertain the level of
skill and experience of our subcontracted workers, or our subcontractors do not make full contributions
to social insurance and housing provident fund for subcontracted workers, or if there are injuries and
accidents involving our subcontracted workers, our project schedule may be delayed and we may be
liable for liquidated damages for such delays. We may also be subject to claims brought against us by
our subcontracted workers. In such an event, our reputation, business, financial condition and results of
operations may be materially and adversely affected.

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

We are required to obtain and maintain valid permits, licenses, certificates and approvals from
various governmental authorities or institutions under relevant laws and regulations for some of our
business. We must comply with the restrictions and conditions imposed by various levels of
governmental agencies to maintain our permits, licenses, approvals and certificates. For details, please
refer to the section headed “Business—Licenses and Qualifications”. If we fail to comply with any of
the regulations or satisfy any of the conditions required for the maintenance of our permits, licenses,
approvals and certificates, our permits, licenses, approvals and certificates could be temporarily
suspended or even revoked, or the renewal thereof, upon expiry of their original terms, may be delayed
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or rejected, which could materially and adversely affect our business, financial condition and results of
operations.

In order to ensure our compliance with the restrictions and conditions required for maintaining
our permits, licenses, approvals and certificates, the PRC governmental authorities at various levels
conduct routine or special inspections, examinations, inquires and audits on us. We may be subject to
suspension or revocation of the relevant permits, licenses, approvals or certificates, or fines or other
penalties due to any non-compliance identified as a result of such inspections, examinations, inquiries
and audits. During the Track Record Period and up to the Latest Practicable Date, we did not
experience any revocation or cancelation of our permits, licenses, approvals or certificates. We cannot
assure you that we will be able to maintain or renew our existing permits, licenses, approvals and
certificates or obtain future permits, licenses, approvals and certificates required for our continued
operation on a timely basis or at all. If we fail to comply with applicable laws and regulations or fail to
maintain, renew or obtain the necessary permits, licenses, approvals or certificates, our qualification to
conduct our various businesses may be adversely affected. As a result, our operation may be disrupted
and our business, financial condition and operation results may be materially and adversely affected.

We may not be able to adequately protect our intellectual property rights, which could reduce our
competitiveness.

We rely on a combination of patents, trademark registrations, non-competition and trade secret
laws and confidentiality agreements with our employees to protect our intellectual property rights. As
of April 30, 2019, we had 126 registered trademarks, 515 authorized patents, 47 trademarks
undergoing application process and 439 pending patent applications in the PRC. Further, we own other
intellectual properties such as non-registered trade secrets, and proprietary technologies, procedures
and processes. For details, please refer to the section headed “Business—Intellectual Property Rights”.
We cannot guarantee that the measures that we have taken will be sufficient to prevent any
misappropriation of our intellectual property rights or that our competitors will not independently
develop, or obtain through licensing, alternative technologies that are substantially equivalent or
superior to ours. Furthermore, we cannot ensure that all of our registration applications will be
successful, or our registered intellectual property rights will not be subject to any objection. In the
event that the steps we have taken and the protection afforded by law do not adequately safeguard our
intellectual property rights, or we are not able to register or defend our intellectual property rights, or
our competitors exploit our intellectual property rights in the manufacturing and sale of competing
products in the markets we operate, our business could be materially and adversely affected.

Intellectual property laws in the PRC are still evolving and the level of protection and means of
enforcement of intellectual property rights in the PRC differ from those in other jurisdictions.
Enforcement of our intellectual property rights could be costly, and we may not be able to immediately
detect unauthorized use of our intellectual properties and take the necessary steps to enforce our rights
over such properties. In the event that the measures taken by us or the protection afforded by laws do
not adequately safeguard our intellectual property rights, we could suffer losses in revenue and profits
due to competing sales of products and services that exploit our intellectual property rights.

We may face claims for improper using or infiingement upon intellectual property rights owned by
others.

We use intellectual property rights in our operations that are owned by others, and we also
develop (independently or with other parties) intellectual property rights based on the original
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intellectual property rights for use in our operations or licensing to our clients. There can be no
assurance that our use or licensing of any of such intellectual property rights, or of new intellectual
property rights developed from such intellectual property rights, will not be challenged or that we
would be able to successfully defend ourselves if challenged. If any such challenge by third parties is
successful, we may not be able to use or license such intellectual property rights, which may have a
material and adverse effect on our operations if such intellectual property rights involved are crucial to
our business.

We could also face claims from third parties that we are improperly using intellectual property
rights owned by them or otherwise infringing upon their rights in intellectual property. Irrespective of
validity or the successful assertion of such claims, we could incur costs in either defending or settling
any alleged intellectual property rights infringement. Adverse rulings in any litigation or proceedings
could result in the loss of our intellectual property rights and subject us to significant liabilities or even
business disruption. Any potential property intellectual property rights litigation against us could also
force us to (amongst others) cease selling the challenged products, develop non-infringing alternatives,
or obtain licenses from owners of the infringed intellectual property. We may not be successful in
developing such alternatives or obtaining licenses on reasonable terms or at all, which could damage
our reputation, subject us to operation disruption and materially and adversely affect our financial
condition and profitability.

As of the Latest Practicable Date, we were involved in one pending litigation of invention
patent related to one of our products. If we fail to contest this lawsuit, we may be required to cease the
production of the products involved in the litigation, or develop alternative products or obtain licensing
to use such patent, which in turn will materially and adversely affect our reputation, business, financial
condition and results of operation. For details, please refer to the section headed “Business—
Intellectual Property Rights”.

Loss of our directors, senior management executives, senior technicians and employees with
expertise could adversely affect our business and prospects.

The growth of our business operations depends on the continuous service of our directors and
senior management executives. Our senior management have substantial experience in the
prefabricated construction industry. In particular, Chairman Zhang is responsible for overall strategic
planning and management of business operations of the Company, and is instrumental to the
achievements that we have obtained. For details of our senior management, please refer to the section
headed “Directors, Supervisors and Senior Management”. We will require an increasing number of
experienced and competent senior management executives in the future to implement our growth plans.
If one or more of our directors and senior management executives were unable or unwilling to continue
in their present positions, we might not be able to replace them easily, or at all, and our business,
financial condition and results of operations may be materially and adversely affected.

Our future success also depends, to a significant extent, on, amongst other things, our ability to
attract and retain a large number of qualified, highly skilled and experienced research and development
personnel, engineers as well as other skilled employees with industry related experience and expertise.
Our research and development team with expertise in the prefabricated construction industry is critical
to our technology development. Our senior technicians and quality control team are also essential for
ensuring sufficient supply and high quality of our products. Our ability to attract and retain key
personnel is a critical aspect of our competitiveness. However, competition for these individuals could

53



RISK FACTORS

require us to offer higher compensation and other benefits in order to attract and retain them, which
would increase our operating expenses, and in turn materially and adversely affect our financial
condition and results of operations.

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

Some of our manufacturing facilities, raw materials and certain finished products may be
potentially destructive and dangerous under uncontrollable or catastrophic circumstances, including
operational hazards, fires and explosions as well as adverse weather conditions and natural disasters
such as snowstorms, typhoons, landslides, flood, earthquakes and major equipment failures, for which
we cannot obtain insurance at a reasonable cost or have insurance coverage at all.

Our operation sites are also subject to a number of risks, some of which may be beyond our
control. These risks include unexpected machinery maintenance and critical equipment failures which
may occur from time to time to machinery and equipment that are essential to our operations. Should
we experience machinery and equipment damage or failure and if we are unable to make the necessary
repairs or replacements in a timely manner, our operations may be temporarily disrupted or suspended,
which would lead to an increase in our labor costs or result in property damage, or affect our results of
operation.

In addition, construction sites are subject to potential dangers as our employees, subcontract
workers and other personnel in our construction projects work in close proximity with heavy
construction machinery and equipment, moving motor vehicles, highly regulated and volatile materials,
and chemical processes. Despite our implementation of safety policies and standardized construction
methods and technologies, we continue to be subject to risks arising from these activities, such as
equipment failures, industrial accidents, geological catastrophes, fires and explosions. These hazards
may cause personal injury or fatalities, as well as damage to or destruction of our property and
equipment. For details, please refer to the section headed “Business — Health, Safety and Environment
Matters”. We cannot guarantee that material workplace accidents will not occur in the future despite
our safety policies and measures. Even if such accidents were not caused by our fault or negligence,
such accidents may still cause us to incur substantial costs, damage to our reputation and losses of
future business, which may materially and adversely affect our business, financial condition and results
of operations.

Our internal computer systems, or those used by our contracted research organizations or other
contractors or consultants, may fail or suffer security breaches.

Despite the implementation of security measures, our internal computer systems and those of
our contracted research organizations and other contractors and consultants are vulnerable to damage
from computer viruses and unauthorized access. As of the Latest Practicable Date, we had not
experienced any material system failure or security breach. However, occurrence of such failure or
breach would result in a material disruption of our business operations and our development programs.

We rely on PC Maker I and PC-CPS to carry out daily operations. In the ordinary course of our
business, our PC Maker I and PC-CPS collect and store sensitive data, including, among other things,
legally protected business information, such as clients’ information and suppliers’ information. We
manage, maintain and backup our information utilizing self-owned and outsourced cloud platform.
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These applications and data encompass a wide variety of critical business information including
research and development information, commercial information and financial information.

As information systems, networks and other technologies are critical to many of our operating
activities, shutdowns or service disruptions at our company or vendors that provide information
systems, networks, or other services to us may increase risks. Such disruptions may be caused by
events such as computer hacking, phishing attacks, ransomware, dissemination of computer viruses,
worms and other destructive or disruptive software, denial of service attacks and other malicious
activity, as well as power outages, natural disasters (including extreme weather), terrorist attacks or
other similar events. In addition, our disaster recovery planning may not be sufficient to cover all
eventualities, and we may not have adequate insurance coverage to compensate for any losses
associated with such events.

We could be subject to risks caused by misappropriation, misuse, leakage, falsification or
intentional or accidental release or loss of information maintained in the information systems and
networks of our company and our contract research institutes, including clients’ information and
vendors’ confidential data. As of the Latest Practicable Date, there were no material threats to our data
and systems, including malicious codes and viruses, phishing, and other cyber-attacks. Given the
domestic and international security situation of network information is becoming increasingly
dangerous, the number and complexity of these threats continue to increase over time. If a material
breach of our information technology systems or those of our contracted research institutes occurs, the
market perception of the effectiveness of our security measures could be harmed and our reputation
and credibility could be damaged. We could be required to expend significant amounts of money and
other resources to repair or replace information systems or networks. In addition, we could be subject
to regulatory actions and/or claims made by individuals and groups in private litigations involving
privacy issues related to data collection and use practices and other data privacy laws and regulations,
including claims for misuse or inappropriate disclosure of data, as well as unfair or deceptive practices.
Although we develop and maintain systems and controls designed to prevent these events from
occurring, and we have a process to identify and mitigate threats, the development and maintenance of
these systems, controls and processes are costly and require ongoing monitoring and updating as
technologies change and efforts to overcome security measures become increasingly sophisticated.
Moreover, despite our efforts, the possibility of these events occurring cannot be eliminated entirely.

Our operating results are subject to seasonal fluctuations.

The demands of our PC units and our PC equipment are subject to seasonal fluctuations. We
usually record the lowest quarterly sales in the first quarter due to the Chinese New Year’s holiday and
cold weather. As advised by Frost & Sullivan, workforce shortage generally occurs during the Chinese
New Year’s holiday, as well as cold weather negatively impacts the construction activity.
Consequently, the new floor area of construction projects in the first quarter is generally at the lowest
level in the entire year, which results in lower market demand of PC units. Meanwhile, our PC
equipment manufacturing business may also experience the longer lead time and delay in installation
and commissioning. Therefore, it is an industry norm that the quarterly revenue of PC unit
manufacturing and PC equipment manufacturing business accounts for a relatively smaller portion of
the revenue in an entire year. In addition, certain climatic conditions, such as snow, storms and heavy
or sustained rainfall, also negatively affect our sales because the level of activity in the construction
industry is relatively low under those conditions. As a result of the seasonal fluctuation, our quarterly
results may not be indicative of our business and financial performance for the year as a whole.
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Our business expansion plan involves certain risks and uncertainties.

For sustainable development, we need to continue to explore regions with potentials in the PRC
for opportunities of development. We may not be able to explore geographical locations with potentials
for development in order to expand our market coverage or operate new projects. For our selected
geographical locations, we may need to compete intensely with our counterparts in the prefabricated
construction industry and traditional construction industry as well as those which have similar
expansion plans with extensive experiences and established market positions. Since we may face
unprecedented challenges, we may not be able to identify or accurately evaluate the risks or leverage
on the potential opportunities. Besides, our experiences in the current market and our business model
could not be easily transferred or replicated to the new market of our target cities. We may not be able
to find suitable cooperation partners in the new market to establish joint factories. The construction
market of our target cities may differ in terms of their local economies and level of industrial
development, local government’s policies and support, stages of development of local businesses,
demand in the market to our products and services, the types of construction projects to be developed
and their cycles of development. We might not be able to leverage on our established brand name and
reputation in the new market as in our current market. Furthermore, the administrative, regulatory and
taxation environment may differ, which may incur additional expenses or difficulties when complying
with new procedures and adapting to new environment in the new market. Moreover, we might not
possess as much experience as other local competitors in the knowledge of local governments, business
norms, regulations and customers’ preferences, placing us in a disadvantaged position. As we continue
to expand, we must keep improving our management, development and operating profession capability
as well as allocation of resources. In order to manage and conduct our enlarged business, we need to
continue on recruiting and training personnel in the management, accounting, internal auditing,
engineering, technology, sales and other sectors, including those who possess local market knowledge,
so that we could meet the requirements of business expansion. To fund our continuous operation and
future development, we need to possess sufficient internal capital resources or acquire additional
external financing.

Entry into overseas markets exposes us to the risks and restrictions related to our international
business and operation.

We plan to leverage on our products with proprietary technologies to enter into the overseas
markets. Overseas sales will be subject to various risks and restrictions in relation to offshore national
and regional business operation, including:

*  Compliance with overseas laws, regulatory requirements and local industry standards, in
particular, the laws, regulatory requirements and local industry standards relating to
prefabricated construction;

*  Exposure to litigation risks outside the PRC;

*  Political and economic instability;

*  High entry barriers in certain developed foreign markets;

*  Foreign exchange risk;

*  Unfamiliarity with local operation and market conditions;

*  Difficulties in language and culture;

* Trade tension, trade restrictions, technology barriers, protectionism and economic

sanctions;
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*  Competitions with other international prefabricated construction companies;
*  Local practices on contract bidding and payments;

* Difficulties in deploying and managing overseas business personnel after localization,
including managing an increasing number of employees on a global scale and complying
with various labor regulatory requirements of different jurisdictions;

. Stringent environment, safety and labor standards; and

*  Managing relationships with and collecting payments from overseas customers.

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

We cannot predict the potential impacts on the feasibility and costs of our proposed investment
or acquisitions caused by the current condition of foreign economy or future changes of overseas
economic or political conditions. Any of the above factors could materially affect our overseas plan,
causing material impacts on our business, prospects, financial condition and results of operation.

Our business expansion requires significant cash flows but we cannot guarantee that we will have
adequate funds or will be able to obtain additional financing under reasonable terms.

Cash flow generated from operation may not be sufficient for all our cash requirement as our
business expansion requires significant cash flows and we may need additional funds to cope with
business challenges. However, our ability to raise borrowings may be adversely affected by factors that
are out of our control. Interest rates raised by the PBOC or market intervention faced by the U.S., the
European Union and other countries may increase our borrowing costs or adversely affect our ability to
obtain resources of liquidity. We cannot guarantee that we will be able to obtain external financing
with competitive exchange rates, or at all. We may be required to provide extra pledges to obtain such
financing. Any of those conditions may adversely affect our ability to fund our operation, repay debts
or implement growing strategies. As a result, our business, financial condition and results of operation
may be materially and adversely affected.

We had not obtained the valid title certificates for certain properties and land that we own and
occupy.

For certain properties and land we occupy in the PRC, we, or our landlords, have not yet
obtained the title certificates that allow us to freely use or transfer the properties that we own and
occupy. For example, as of April 30, 2019, we had certain properties, with an aggregate GFA of
approximately 24,664.2 sq.m., for which we had not yet obtained the building ownership certificates;
with respect to our leased properties, we had seven buildings, with an aggregate GFA of approximately
45,659.5 sq.m., for which our landlords had not yet obtained the building ownership certificates; and
with respect to our leased land, we had one parcel of land, with an aggregate site area of approximately
30,000.0 sq.m., for which our landlord could not provide the valid land use right certificate. These
properties and land are primarily used for production, office, investment, staff housing and storage
purposes. For details, please refer to the section headed “Business—Properties”. We cannot predict
how our rights as owners and lessee of these properties and land and our business operations and
financial condition may be materially and adversely affected as a result of the absence of legal title to
these properties. We cannot assure you that ownership disputes or claims will not occur or that third
parties will not assert any claims against us for compensation in respect of any illegal and/or
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unauthorized use of their properties. In that case, we face with business disruption and have to relocate
our production facilities and equipment. We cannot guarantee that we can locate suitable premises with
reasonable costs, or at all. As a result, our business, financial condition and results of operation may be
materially and adversely affected.

Our selection of location of our wholly-owned factories may not be successful and we are faced with
risk in relation to property lease agreements of our production facilities.

We intentionally choose the location of our wholly-owned factories in or close to major and
provincial capital cities as we believe the urban development of these cities will generate large market
potential and demand for our products. However, the actual market demand for our PC units may not
be as expected since such market demand is subject to various factors out of our control. We entered
into short term lease agreements with landlords to lease certain properties for our wholly-owned
factories, which are used for industrial and operation plants, employee quarters and factory ancillary
facilities. Upon expiration of the lease terms, we may not be able to renew the lease agreements at
reasonable costs, or at all. As a results, our business operation may be disrupted and our business,
financial condition and results of operation may be materially and adversely affected.

Our current insurance coverage may not be adequate, and we may not be able to obtain insurance at
acceptable rates.

We purchase and maintain insurance policies in accordance with our business needs and the
requirements under relevant laws and regulations. However, we cannot guarantee that our insurance
policies will provide adequate coverage for all of the risks in connection with our business operations.
For instance, we do not carry any property insurance with respect to our production facilities nor the
construction projects that we are involved in. In addition, we generally do not carry product liability
insurance for our products. Nor do we carry third-party liability insurance for personal injuries for all
of our employees. Furthermore, due to variety of factors, such as increase in claims, we may not be
able to obtain insurance at an acceptable rate which may provide the coverage we need.

Accidents or natural disasters may result in significant property damage, disruption of our
operations and personal injuries or fatalities, and our insurance coverage may be inadequate to cover
such losses. In the event of accidents or natural disasters, we may also lose all or a portion of our
production capacity, which may result in failure to meet the orders of our customers, loss of customers
as well as damage to our reputations. All or part of such losses we suffered may not be recoverable
from our insurance policy. As such, our business, financial condition and results of operation may be
adversely affected.

The appraised value of our properties may be different from their realizable value and is subject to
change.

The appraised value of the various commercial units on Level 1-3 of Block Nos. 14-18 located
at No. 709, Jianshan Road Yuelu District, Changsha City, Hunan Province, PRC, as contained in the
property valuation reports included in Appendix III to this prospectus, is based on certain assumptions,
including elements of subjectivity and uncertainty, and may be subject to substantial fluctuations.
Therefore, the appraised value of these properties should not be taken as their actual realizable value or
a forecast of their realizable value. Unforeseeable changes to our operation, as well as national and
local economic conditions, may affect the value of properties held by us. In particular, the realizable
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value of our investment properties might decrease in the event that the market for comparable
properties in the PRC experiences a downturn as a result of, among other factors, the PRC government
policies aiming at cooling-off the PRC property market, the continued effect of the recent global
economic downturn and the gradual slowdown of China’s economic growth.

The appraised values of our properties and of our land are based on many assumptions,
including that:

* the transferable land use rights in respect of the property interest at nominal land use fees
has been granted and that any premium payable has already been fully settled;

»  the respective title owner of the properties have an enforceable title of the property interest
and have free and uninterrupted rights to occupy, use, sell, lease, charge, mortgage or
otherwise dispose of the properties without the need of seeking further approval from and
paying additional premium to the government for the unexpired land use term as granted;

*  the design and construction of the properties are/will be in compliance with the local
planning regulations and requirements and had been/would have been duly examined and
approved by the relevant authorities; and

« the properties will be used for the purposes for which the properties are designed and built,
or to which they are currently adapted.

If any of these assumptions proves to be incorrect and/or the actual realizable value of any of
our properties is significantly lower than its appraised value, our business, results of operations and
financial condition may be materially and adversely affected.

If government subsidies that we are currently entitled to in relation to our new products and
research and development activities are not available or substantially reduced, our financial
condition could be adversely affected.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, we recorded government grants of RMB56.7 million, RMB56.1 million, RMB34.2 million and
RMBI11.0 million, respectively, which were recognized as other income and represented 3.4%, 2.9%,
1.5% and 1.7% of our revenue in the respective period. The government subsidies include value-added
tax refunds and other non-recurring subsidies. In particular, our new wall materials products obtained
the approval of VAT reduction from competent government authorities and are entitled to a tax
treatment of a 50% tax refunds of the VAT levied. Other subsidies are mainly non-recurring subsidies
provided by local governments supporting various industry-related research and development activities
and fixed assets investments. Such government grants may be discretionary and are subject to certain
selection criteria and procedures stipulated by the local governments, which we may not be qualified
for in the future. In addition, local governments may switch the focus of their support of research and
development activities and fixed assets investments to other industries over time. We cannot assure
you that we will be able to receive any such government grants in the future, or at all. If we do not
receive government grants in subsequent periods after the Track Record Period, our financial condition
for such periods may be adversely affected.
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RISKS RELATING TO THE PRC

China’s economic, political and social conditions, as well as the regulatory policies could have a
material effect on China financial markets, and our liquidity, access to capital and the ability of
operating business.

Our Company is incorporated in the PRC, and our operation and assets are located in the PRC.
Therefore, our operating results, financial condition and prospects depend on economic, political and
legal developments in the PRC. The PRC economy differs from the economies of the developed
countries in many aspects, including the extent of government involvement, level of development,
growth rate, foreign exchange controls and resource allocation. Although economy in the PRC has
increased substantially in the past decades, the economic growth differs from various regions and
economic sectors, and there is no assurance that the growth will or can be sustainable. The PRC
government has implemented various measures in order to foster the economic development and give
instruction to the resource allocation. Some of these measures will benefit the overall PRC economy,
but may materially and adversely affect us. For example, our financial condition and results of
operation may be adversely affected by government policies on the foreign exchange control or
changes in tax regulations applicable to us. If the business environment in the PRC deteriorates, our
business and operation in the PRC may also be materially and adversely affected.

The PRC government’s control over foreign currency conversion may limit our foreign exchange
transactions, including dividend payment to holders of our H Shares holders.

Currently, RMB still cannot be freely converted into any foreign currency, and conversion and
remittance of foreign currencies are subject to PRC foreign exchange regulations. There is no
assurance that we will have sufficient foreign exchange, under a certain foreign exchange rate, to meet
our foreign exchange requirements. Under the current PRC foreign exchange control system, if we
expand into the overseas market and engage in overseas business, foreign exchange transactions under
the current account conducted by us, including the payment of dividends, do not require advance
approval from SAFE, but we are required to present documentary evidence of such transactions and
conduct such transactions at designated foreign exchange banks within the PRC that have the requisite
licenses to conduct foreign exchange business. Foreign exchange transactions under the capital account
conducted by us, however, generally need to be approved by or registered with SAFE or its local
branch unless otherwise permitted by law.

Under existing foreign exchange regulations, following the completion of the Global Offering,
we will able to pay dividends in foreign currencies without prior approval from SAFE. However, there
is no assurance that these foreign exchange policies regarding payment of dividends in foreign
currencies will continue in the future. In addition, any insufficiency of foreign exchange may restrict
our ability to obtain sufficient foreign exchange for dividend payments to shareholders or to satisfy
other foreign exchange requirements. If we fail to obtain approval from SAFE to convert RMB into
any foreign exchange for any of the above purposes, our capital expenditure plans and our business,
operating results and financial condition may be materially and adversely affected.

Fluctuation in exchange rate may adversely affect our business.

The value of RMB against US dollars, HK dollars and other currencies may fluctuate and
subject to, among others, impacts of political situation and economic policies and situation. RMB is no
longer pegged to the US dollar, and is based on the policy of floating exchange rate. Its value in
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international market is determined with reference to a basket of currency policies. We cannot predict
the future fluctuation pattern of RMB. The PRC government may adopt a more flexible currency
policy, which may cause significant changes in the value of RMB against foreign currencies. Most of
our revenue and operating expenses are denominated in RMB. Furthermore, proceeds from the Global
Offering will be collected in HK dollars. Therefore, in case of an appreciation of RMB against
US dollars, HK dollars or any other currencies, the value of our assets denominated in foreign
currencies and proceeds from the Global Offering may decrease. On the contrary, in case a
depreciation of RMB occurs, the value of our shares denominated in foreign currencies and the
respective dividend payables will be adversely affected. Moreover, the available tools with reasonable
cost to reduce foreign currency risks are limited. We cannot assure you that we will be able to reduce
foreign currency risks in relation to our assets denominated in foreign currencies. Besides, currently we
need approval from the SAFE to exchange a significant amount of foreign currencies into RMB. All
such factors may adversely affect our business, financial condition and results of operation as well as
prospects while reducing the value of our shares denominated in foreign currencies and the respective
dividend payables.

The interpretation of the PRC laws and regulations involves uncertainties, the current legal
environment may limit the legal protections available to shareholders.

Our business operations in the PRC are governed by the PRC laws and regulations. We, and all
of our subsidiaries are incorporated under PRC laws. The PRC legal system is a civil law system based
on written statutes. Prior court decisions may be cited for reference but have limited precedential value.
In addition, the PRC written statutes are usually principle-oriented, which require competent
authorities to issue detailed interpretations for further application and law enforcement. Since 1979, the
legislature in the PRC have promulgated laws and regulations regarding to economic affairs, such as
foreign investment, corporate organization and governance, business trading, taxation and trade, with a
view to developing a comprehensive system of commercial law, including laws relating to property
ownership and development. However, as these laws and regulations have not been fully developed
and due to the limited number of published cases and non-binding nature of prior court decisions,
interpretations of laws and regulations involve uncertainties. Sometimes, the uncertainty level is
relatively high. We may be bound by less favorable interpretations of laws and regulations than our
competitors, depending on different government authorities or how the applications or cases are
submitted to the authority. Furthermore, any of the litigations in the PRC could be deferred and lead to
a huge amount of costs and resources, and distraction of management’s attention. All these
uncertainties may limit the legal protection available to our investors and Shareholders.

The national and regional economies in the PRC and our prospects may be adversely affected by
natural disasters, acts of God, and occurrence of epidemics.

Our business is subject to general economic and social conditions in the PRC. Natural disasters,
epidemics and other acts of God which are beyond our control may adversely affect the economy,
infrastructure and livelihood of the people in the PRC. Some regions in the PRC, including the cities
where we operate, are under the threat of flood, earthquake, sandstorm, snowstorm, fire, drought, or
epidemics such as Severe Acute Respiratory Syndrome, or SARS, H5N1 avian flu or the human swine
flu, also known as Influenza A (HIN1). For instance, a serious earthquake and its successive
aftershocks hit Sichuan Province in May 2008 and resulted in tremendous loss of lives and destruction
of assets in the region. In addition, past occurrences of epidemics, depending on their scale, have
caused different degrees of damage to the national and local economies in the PRC. A recurrence of
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SARS or an outbreak of any other epidemics in the PRC, such as the HSN1 avian flu or the human
swine flu, especially in the cities where we have operations, may result in material disruptions to our
business, which in turn may adversely affect our financial condition and results of operations.

We may be subject to additional contributions of social insurance and housing provident funds and
late fees penalties may be imposed by the competent governmental authorities based on their attitude
towards the requirements of making contribution to the social insurance and housing provident
funds.

According to the Social Insurance Law of the PRC ( (% A\ RILFIEIH & fRBiik) ) and the
Administrative Regulations on the Housing Provident Fund of the PRC ( {9 Bl 5 A FE 44 #4545 ),
we are required to make social insurance and housing provident funds contributions for our employees.
During the Track Record Period and up to the Latest Practicable Date, the social insurance and housing
provident fund contributions we made for certain employees were not based on their actual salary
level, which is not strictly in compliance with the relevant laws and regulations in the PRC. For details,
please refer to the section headed “Business—Employees”. As of the Latest Practicable Date, we had
not received any notice from the authorities requesting us to make up with the contributions or
imposing any penalties, nor received any requests or claims for employees in this respect. In addition,
according to the Urgent Notice on Enforcing the Requirement of the General Meeting of the State
Council and Stabilization on the Levy of Social Insurance Payment ( < B #% B BB B b H Grikhs
D) B AR R AR B O AR R 2 23 ) ) (the “Notice”) issued by the MOHRSS on September 21,
2018, the local government is expressly forbidden from collecting historical outstanding social
insurance contributions collectively. However, we cannot assure you that the PRC government or
relevant local authorities would not implement any stricter laws and regulations or interpret the current
laws and regulations in a stricter manner. In that case, we may be incur additional costs, including
making up the contribution or being imposed late fees penalties and accordingly, our financial
conditions and results of operation may be materially and adversely affected.

Under the PRC Enterprise Income Tax Law, we may cease to be classified as a “high-tech
enterprise” of the PRC and thus could result in unfavorable tax consequences to us.

During the Track Record Period, we, and a number of our subsidiaries were classified as high-
tech enterprises approved by competent government authorities. We obtained numerous Certificates of
High-tech Enterprise with a validity period of three years, which is expected to expire in the earliest
December 2019.

Pursuant to the PRC Enterprise Income Tax Law, a high-tech enterprise may enjoy a
preferential enterprise income tax rate of 15%. We recorded tax effect of tax concessions of
RMB26.0 million, RMB48.3 million and RMB46.8 million for the years ended December 31, 2016,
2017 and 2018 and negative tax effect of tax concession for the four months ended April 30, 2019 due
to tax losses. Despite being eligible for the high-tech enterprise rate, there is no assurance that we
would remain qualified as a high-tech enterprise so as to enjoy the high-tech enterprise rate after the
expiry of the Certificate of High-tech Enterprise, in which case we will be subject to the normal
enterprise income tax rate of 25% as for all PRC enterprises. The effective tax rate would therefore
significantly increase and may materially and adversely affect our profitability, which may have a
material adverse effect on our business, financial condition and results of operation. Also, there can be
no assurance that application or the interpretation of the PRC Enterprise Income Tax Law will not
continue to change, in which case the effective income tax rate of us may increase significantly, and
thus our profitability and financial condition could be adversely affected.
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Foreign individual holders of our H Shares are subject to PRC income tax and there are
uncertainties as to the PRC tax obligation of foreign enterprises that are holders of our H Shares.

Under the current PRC tax laws, regulations and rules, non-PRC resident individuals and
non-resident enterprises are subject to different tax obligations with respect to the dividends paid to
them by us and the gains realized upon the sale or other disposition of H Shares.

Non-PRC resident individuals are required to pay PRC individual income tax at a 20% rate
under the PRC Individual Income Tax Law. Accordingly, we are required to withhold such tax from
dividend payments, unless applicable tax treaties between the PRC and the jurisdiction in which the
applicable foreign individual resides reduce or provide an exemption for the relevant tax obligations.
Generally, a withholding tax rate of 10% shall apply to the dividends paid by a company listed in Hong
Kong to foreign individuals according to the treaties. When a tax rate of 10% is not applicable, the
withholding company shall: (a) return the excessive tax amount pursuant to due procedures if the
applicable tax rate is lower than 10%; (b) withhold such foreign individual income tax at the applicable
tax rate if the applicable tax rate is between 10% and 20%; and (c) withhold such foreign individual
income tax at a rate of 20% if no double taxation treaty is applicable.

For non-PRC resident enterprises that do not have establishments or premises in the PRC, and
for those which have establishments or premises in the PRC but whose income is not related to such
establishments or premises, under the EIT Law, dividends paid by us and gains realized by such
foreign enterprises upon the sales or other disposition of H shares are ordinarily subject to the PRC
enterprise income tax at a rate of 20%. In accordance with the Notice on the Issues Concerning
Withholding the Enterprise Income Tax on the Dividends Paid by Chinese Resident Enterprise to H
Share Holders Which are Overseas Non-resident Enterprises ( <BHi* B & R A 3 m 5 A H A I TR R A
SEMCARIREE S ACH A A FE PSR A B Y8 A1) ) issued by the SAT, such tax rate has been
reduced to 10%, and is subject to a further reduction under a special arrangement or applicable treaty
between the PRC and the jurisdiction of the residence of the relevant non-PRC resident enterprise.

Despite the arrangement mentioned above, there are significant uncertainties as to the
interpretation and application of applicable PRC tax laws and regulations due to several factors,
including whether the relevant preferential tax treatment will be revoked in the future such that all
non-PRC resident individual holders will be subject to the PRC individual income tax at a flat rate of
20%.

In addition, there remain significant uncertainties as to the interpretation and application of
applicable PRC tax laws and regulations by the PRC’s tax authorities, including the taxation of capital
gains by the non-PRC resident enterprises, individual income tax on dividends to non-PRC resident
shareholders of our H shares and on gains realized on sale or other disposition of our H shares. The
PRC’s tax laws, rules and regulations may also change. If there is any change to applicable tax laws
and rules and its interpretation or application methods, the value of your investment in our H shares
may be materially affected.

Payment of dividends is subject to restrictions under the PRC law.

Under PRC law, dividends may be paid only out of distributable profit. Distributable profit is
our profit as determined under PRC GAAP or IFRS, whichever is lower, less any recovery of
accumulated losses and appropriations to statutory and other reserves that we are required to make. As
a result, we may not have sufficient or any distributable profit to enable us to make dividend
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distributions to our Shareholders, including in periods in which we are profitable. Any distributable
profit not distributed in a given year is retained and available for distribution in subsequent years.

Moreover, because the calculation of distributable profit under PRC GAAP is different from the
calculation under IFRS in certain respects, our operating subsidiaries may not have distributable profit
as determined under PRC GAAP, even if they have profit for that year as determined under IFRS, or
vice versa. Accordingly, we may not receive sufficient distributions from our subsidiaries. Failure of
our operating subsidiaries to pay us dividends could negatively impact our cash flow and our ability to
make dividend distributions to our Shareholders, including periods in which we are profitable.

Holders of H shares may experience difficulties in effecting service of legal process and enforcing
Jjudgments against us, our Directors, Supervisors or senior management and in taking action on the
basis of violations of the Listing Rules. The interpretation and implementation of PRC laws and
regulations could limit the protection available to you.

We are a company incorporated under the laws of the PRC and substantially all of our assets
and subsidiaries are located in the PRC. Most of our Directors, Supervisors and senior management
reside within the PRC. Most of the assets of the Directors, Supervisors and senior management may
also be located within the PRC. As a result, it may not be possible to effect service of process outside
of the PRC upon most of our Directors, Supervisors and senior management. 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 recognition and enforcement of judgments in the United States. As a
result, in the PRC or 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. On July 14, 2006, the Supreme People’s Court of the PRC
and the Government of the Hong Kong Special Administrative Region signed an Arrangement on
Reciprocal Recognition and Enforcement of Judgments in Civil and Commercial Matters. Under this
arrangement, where any designated People’s Court of the PRC or Hong Kong court has made an
enforceable final judgment requiring payment of money in a civil and commercial case pursuant to a
choice of court agreement, any party concerned may apply to the relevant People’s Court of the PRC or
Hong Kong court for recognition and enforcement of the judgment. Although this arrangement became
effective on August 1, 2008, the outcome and effectiveness of any action brought under the
arrangement remain uncertain.

Our Articles of Association provides that disputes between holders of our H shares and our
Company, our Directors, Supervisors or senior management, arising out of our Articles of Association,
the PRC Company Law and related regulations, concerning the affairs of our Company, are to be
resolved through arbitration by CIETAC or HKIAC. Awards made by the PRC arbitral authorities
recognized under the Hong Kong Arbitration Ordinance can be enforced in Hong Kong. Hong Kong
arbitral awards are also enforceable in the PRC, subject to the satisfaction of certain PRC legal
requirements. However, we are uncertain whether any action brought in the PRC to enforce an arbitral
award made in favor of holders of H shares would succeed.
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RISKS RELATING TO THE GLOBAL OFFERING

We were listed on NEEQ in 2016, and the characteristics of NEEQ and the H shares market may
differ.

We were listed on NEEQ in 2016. In 2017, we delisted from NEEQ. With different trading
characteristics, the H shares market and NEEQ have divergent trading volumes, liquidity and investor
bases, as well as different levels of retail and institutional investor participation. As a result, the trading
performance of H shares and NEEQ may not be comparable. Due to the different characteristics of the
H shares market and NEEQ, the historical prices of NEEQ may not be indicative of the performance of
our H Shares. You should therefore not place undue reliance on our prior trading history on NEEQ
when evaluating an investment in our H Shares.

There has been no prior public market for our H Shares and their liquidity and market price may be
volatile. If the price of the H Shares declines or fluctuates, this could result in substantial losses for
investors purchasing our H Shares in the Global Offering.

Prior to the Global Offering, there has been no public market for our H Shares. The initial Offer
Price for our H Shares to the public will be agreed upon by us and the Underwriters, and the Offer
Price may differ significantly from the market price of the H shares following the Global Offering. We
have applied to the Hong Kong Stock Exchange for the listing of, and permission to deal in, the H
Shares. A listing on the Hong Kong Stock Exchange, however, does not guarantee that an active and
liquid trading market for the H Shares will develop, or if it does develop, that it will be sustained. In
addition, the trading price and trading volume of the H Shares may be subject to significant volatility
as a result of various factors, including:

*  variations in our operating results or differences between our operating results and those
expected by investors and analysts;

*  changes in securities analysts’ estimates of our financial performance;

* announcements made by us or our competitors;

»  regulatory developments or market changes in the PRC affecting us or our industry;
* any business interruptions resulting from natural disasters or accidents;

* investors’ perception of us and of the investment environment in Asia, including Hong
Kong and the PRC;

* announcements of or completions of acquisitions, strategic alliances or joint ventures by
us or our competitors;

* additions or departures of our key personnel;

» release or expiration of lock-up or other transfer restrictions on our H Shares;

*  liability claims brought against us;

* involvement in litigation; and

»  general political, economic, financial, social development and stock market conditions and

other factors.

Moreover, in recent years, stock markets in general, and the H shares issued by other issuers in
the PRC and listed on the Hong Kong Stock Exchange, both have experienced price and volume
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fluctuations, some of which were unrelated or did not fully correspond to the operating performance of
related companies. These broad market and industry fluctuations may adversely affect the market price
of our H Shares in a similar manner.

There will be a time gap of several business days between pricing and trading of our H Shares
offered under the Global Offering.

The Offer Price of our H Shares sold to the public under the Global Offering will be determined
on the Price Determination Date. However, trading of our H Shares on the Hong Kong Stock Exchange
will not commence until they are delivered, which is expected to be several business days after the
Price Determination Date. During that period, investors of our H Shares may not be able to sell or
otherwise deal in our H Shares. Accordingly, holders of our H Shares may be subject to the risk that
our H Share trading price could fall before trading begins as a result of adverse market conditions or
other unfavorable circumstances that may arise during the period between the Price Determination
Date and the date on which the dealing begins.

Because the Offer Price is higher than our net tangible book value per Share, you will incur
immediate dilution.

The Offer Price of our Offer Shares is higher than the net tangible book value per Share issued
to existing holders of our Shares. Therefore, all investors and purchasers of our Offer Shares in the
Global Offering will experience an immediate dilution in pro forma net tangible book value and
existing holders of our Shares will receive an increase in net tangible book value per Share of their
Shares. If we issue additional Shares or equity-linked securities in the future, investors and purchasers
of Shares may experience further dilution in their ownership percentage.

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

Future sales by our Shareholders of substantial amounts of our H Shares or other securities
relating to our H shares in the public markets after the Global Offering, or the perception that these
sales may occur, could adversely affect market prices of our H Shares prevailing from time to time. In
addition, Domestic Shares can be converted into H Shares after the Listing subject to relevant laws and
regulations and approvals. Please refer to the section headed “Information about this Prospectus and
the Global Offering—Restrictions on Offer and Sale of Offer Shares™ for a more detailed discussion of
restrictions that may apply to future sales of our H Shares. After these restrictions lapse, the market
price of our H Shares may decline as a result of future sales of substantial amounts of our H Shares or
other securities relating to our H Shares in the public market, the issuance of new H Shares or other
securities relating to our H Shares, the conversion of substantial amounts of Domestic Shares into H
Shares or the perception that such sales, conversion or issuances may occur. This could also materially
and adversely affect our ability to raise capital at a time and at a price we deem appropriate.

We may participate in the H share full circulation, which may lead to the dilution of your ownership
proportion and the market price of our H Shares may fluctuate or drop.

H share full circulation pilot program allows the legal person shares held by the PRC
enterprises listed in Hong Kong to be fully converted into transaction and circulation of H shares. The
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full circulation of H Share increases the market circulation, while a large number of domestic shares
entering the H share market may lead to the dilution of your ownership proportion. Meanwhile, the
increase may lead to market fluctuations, and even the drop of the market price of our H Shares.

Dividends distributed in the past may not be indicative of our dividend policy in the future.

In 2018, we distributed dividends of approximately RMB304.7 million, and in June 2019, we
declared cash dividends of RMB10.0 (tax inclusive) for every 10 Shares with a total amount of
RMB365.6 million (tax inclusive) for the year ended December 31, 2018. In addition, we resolved to
distribute certain dividends prior to the Listing. For details, please refer to the sections headed
“Financial Information—Dividend policy” and “Financial Information—Dividend distribution before
listing.” A declaration of dividends is proposed by our Board of Directors and the amount of any
dividends will depend on various factors, including, but not limited to, our results of operations,
financial condition, prospects and other factors which our Board determine as important from time to
time. Accordingly, our historical dividend distributions are not indicative of our future dividend
distribution policy and potential investors should be aware that the amount of dividends paid
previously should not be used as a reference or basis upon which future dividends are determined.

If securities or industry analysts do not publish research or reports about our business, or if they
adversely change their recommendations regarding our H Shares, the market price for our H
Shares and trading volume may decline.

The trading market for our H Shares will be influenced by research or reports that industry or
securities analysts publish about us or our business. If one or more analysts who cover us downgrade
our H Shares or publishes negative opinions about us, the market price for our H Shares would likely
decline regardless of the accuracy of the information. If one or more of these analysts cease coverage
of us or fail to regularly publish reports on us, we could lose visibility in the financial markets, which
in turn could cause the market price or trading volume of our H Shares to decline.

Facts and other statistics in this document derived from official government publications or public
database sources may not be fully reliable.

This prospectus, particularly the section headed “Industry Overview”, contains information and
statistics, including but not limited to, information and statistics relating to the PRC, the PRC economy
and the construction industry in the PRC. Such information and statistics have been derived from
various official government and other publications and from a third-party report commissioned by us.
We believe that the sources of such information are appropriate sources for such information and have
taken reasonable care in extracting and reproducing such information. We have no reason to believe
that such information is false or misleading in any material respect or that any fact has been omitted
that would render such information false or misleading in any material respect. The information has not
been independently verified by our Company, the Joint Global Coordinators, the Joint Bookrunners,
the Joint Lead Managers, the Joint Sponsors, the Underwriters, any of our or their respective directors,
officers or representatives or any other person involved in the Global Offering and no representation is
given as to its accuracy. We cannot assure you that they are stated or compiled on the same basis or
with the same degree of accuracy, as the case may be, in other jurisdictions. Therefore, you should not
unduly rely upon the industry facts and statistics contained in this prospectus.
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You should not to place any reliance on any information published regarding to our previous listing
on the NEEQ.

As we were listed on the NEEQ, we were required to comply with China’s regulations on
periodic reports and other disclosures at that time. Accordingly, we have published our relevant
information on the NEEQ or other media designated by the CSRC, and such information is based on
the very focus of different reporting period and different aspects of business. However, at that time, the
information on the NEEQ issued was based on the regulatory requirements and market practices of the
PRC securities regulatory authorities that differ from those applicable to the Global Offering. Such
information does not form a part of this prospectus. As a result, prospective investors in our H Shares
are reminded that, in making their investment decisions as to whether to purchase our H Shares, they
should rely only on the financial, operating and other information included in this prospectus and the
Application Forms. By applying to purchase H Shares in the Global Offering, you will be deemed to
have agreed that you will not rely on any information other than that contained in this prospectus, the
Application Forms and other formal announcements made by us regarding to the Global Offering in
Hong Kong.

We strongly caution investors not to place any reliance on any information in the public domain
regarding us and the Global Offering.

We have filed certain information with competent government authorities, which became
publicly available. Such information is based on the very focus of different reporting period and
different aspects of business. Prior or subsequent to the publication of this Prospectus, there has been
or may be press and media coverage regarding us and the Global Offering, in addition to marketing
materials published by us in compliance with the Hong Kong Listing Rules. In addition, there was
news (“News”) concerning Broad Homes Industrial International Co., Ltd. (the “Broad Homes
International”), a company in which we hold approximately 29.4% of interest. As Broad Homes
International is not a subsidiary of our Company, its business does not form part of our business nor its
financials. We have not authorized any such press and media reports, and the financial information,
financial projections, valuations as well as the News and other information about us contained in such
unauthorized press and media coverage may not truly reflect what is disclosed in this prospectus or the
actual circumstances. We make no representation as to the appropriateness, accuracy, completeness or
reliability of any such information in the public domain nor the News, and accordingly do not accept
any responsibility for any such information or the inappropriateness, inaccuracy, incompleteness or
unreliability of any such information. Furthermore, so far as our Company is aware of upon making
reasonable enquiry, neither Broad Homes International nor any of its subsidiaries with substantive
operation had any non-compliance incidents during the period when our Company was its controlling
shareholder; we, however, cannot assure you that Broad Homes International is and will be fully
complying with applicable laws or regulations in the future and our reputation may be harmed by any
negative news or publicity arisen therefrom. To the extent that any such information in the public
domain is inconsistent or conflicts with the information contained in this Prospectus or the actual
circumstances, we shall not be liable on the same. Accordingly, investors should not rely on any such
information in making a decision as to whether to purchase our H Shares, and should rely only on the
information included in this prospectus.

Forward-looking statements contained in this prospectus are subject to risks and uncertainties.

This prospectus contains certain statements and information that are forward looking and uses
forward-looking terminology such as “expect,” “believe,” “could,” “going forward,” “intend,” “plan,”
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“anticipate,” “seek,” “may,” “ought to,” “should,” “would” or “will” and similar expressions. You are
cautioned that reliance on any forward-looking statement involves risks and uncertainties and that any
or all of those assumptions could be proved to be inaccurate and as a result, the forward-looking
statements based on those assumptions could also be incorrect. In light of these and other risks and
uncertainties, the inclusion of forward-looking statements in this prospectus should not be regarded as
representations or warranties by us that our plans and objectives will be achieved and these forward-
looking statements should be considered in light of various important factors, including those set forth
in this section. Subject to the requirements of the Listing Rules, we do not intend publicly to update or
otherwise revise the forward-looking statements in this prospectus, whether as a result of new
information, future events or otherwise. Accordingly, you should not place undue reliance on any
forward-looking information. All forward-looking statements in this prospectus are qualified by
reference to this cautionary statement.
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WAIVERS FROM STRICT COMPLIANCE WITH THE HONG KONG LISTING RULES
AND EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES
(WINDING UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

In preparation for the Global Offering, our Company has sought the following waivers from
strict compliance with the relevant rules of the Hong Kong Listing Rules and exemption from strict
compliance with the relevant provisions of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance.

MANAGEMENT PRESENCE IN HONG KONG

According to Rules 8.12 and 19A.15 of the Hong Kong Listing Rules, except as otherwise
permitted by the Hong Kong Stock Exchange at its discretion, an issuer must have a sufficient
management presence in Hong Kong, normally meaning that at least two of the issuer’s executive
directors must be ordinarily resident in Hong Kong.

Since the headquarters and the principal operations of the Group are in the PRC, the Company
does not, and in the foreseeable future, will not, have sufficient management presence in Hong Kong in
strict compliance with the normal requirements under Rules 8.12 and 19A.15. We have applied to the
Hong Kong Stock Exchange for, and the Hong Kong Stock Exchange has granted us, a waiver from
strict compliance with the requirements under Rules 8.12 and 19A.15 of the Hong Kong Listing Rules,
subject to the conditions that, among other things, we maintain the following arrangements to maintain
effective communication between us and the Hong Kong Stock Exchange:

(a) The Company will appoint two authorized representatives pursuant to Rule 3.05 of the
Hong Kong Listing Rules, namely, Ms. Shi Donghong (f1%#4[) (“Ms. Shi”) and
Ms. Leung Suet Wing (=) (“Ms. Leung”), to serve as the principal channel of
communication with the Hong Kong Stock Exchange on behalf the Company;

(b) The authorized representatives have all necessary means of contacting all Directors
(including the independent non-executive Directors) promptly at all times as and when the
Hong Kong Stock Exchange wishes to contact the Directors on any matters;

(c) The Board will consist of, upon Listing, five executive Directors, one non-executive
Director and three independent non-executive Directors. One independent non-executive
Director is ordinarily resident in Hong Kong and the remaining eight Directors are
ordinarily resident in China. All the Directors who are not ordinarily resident in
Hong Kong possess or can apply for valid travel documents to visit Hong Kong and would
be able to come to Hong Kong and meet with the Hong Kong Stock Exchange upon
reasonable notice;

(d) Our Company has provided the Hong Kong Stock Exchange with the contact details of
each Director, including office phone number, mobile phone number, fax number and
e-mail address; and

(e) We have, in compliance with Rules 3A.19 and 19A.05(2) of the Hong Kong Listing Rules,
appointed Anglo Chinese Corporate Finance, Limited to act as our compliance adviser for
a period commencing on the Listing Date and ending on the date when the Company
complies with Rule 13.46 of the Hong Kong Listing Rules in respect of our financial
results for the first full financial year commencing after the Listing Date. Our compliance
adviser will, among other things, act as an additional and alternative channel of
communication for our Company with the Hong Kong Stock Exchange and be available to
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answer enquiries from the Hong Kong Stock Exchange, in addition to our authorized
representatives.

We will ensure that there are adequate and efficient means of communication among us, our
authorized representatives, Directors and the compliance adviser.

COMPANY SECRETARY

According to Rule 8.17 of the Hong Kong Listing Rules, a listed issuer must appoint a
company secretary who satisfies Rule 3.28 of the Hong Kong Listing Rules.

Rule 3.28 of the Hong Kong Listing Rules specifies that, the company secretary must be an
individual who, by virtue of his academic or professional qualifications or relevant experience, is, in
the opinion of the Hong Kong Stock Exchange, capable of discharging the functions of company
secretary. Note 2 to Rule 3.28 of the Hong Kong Listing Rules further states that in assessing “relevant
experience”, the Hong Kong Stock Exchange will consider the individual’s:

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

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

(c) relevant training taken and/or to be taken in addition to the minimum requirement under
Rule 3.29 of the Hong Kong Listing Rules, which requires an issuer’s company secretary
to take not less than 15 hours of relevant professional training in each financial year; and

(d) professional qualifications in other jurisdictions.

Ms. Shi joined our Group in December 2007 and had previously served as the finance manager,
deputy manager of strategy office and manager of capital operation department of the Company
successively before the appointment of her current positions (i.e. executive Director, vice president,
chief financial officer and secretary of the Board of the Company). Ms. Shi has, through her holding of
managerial functions of our Group for over 10 years, gained extensive knowledge about and is
therefore familiar with the operations and business of our Group. Ms. Shi has been actively involved in
and has worked as one of the officers-in-charge responsible for the preparation of the Listing, in the
process of which she has gained familiarity with the Hong Kong Listing Rules, the Companies
Ordinance, the Companies (Winding Up and Miscellaneous Provisions) Ordinance, and other
applicable Hong Kong laws and regulations. She has also participated in the preparation of the
corporate governance manuals of our Company and has been responsible for the various board
meetings and general meetings in preparation for the Listing. However, Ms. Shi may not fully possess
the relevant experience as required by Rule 3.28 of the Hong Kong Listing Rules and given the
important role of a company secretary in our corporate governance, our Company has made the
following arrangements to enable Ms. Shi to discharge the functions as a joint company secretary of
our Company:

(a) Ms. Shi will endeavor to attend further relevant training courses on the Hong Kong Listing
Rules and the relevant Hong Kong laws and regulations, including briefing on the latest
amendments to the applicable Hong Kong laws and regulations and the Hong Kong
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Listing Rules organized by our Company’s Hong Kong legal advisers on invitation basis
and seminars organized by the Hong Kong Stock Exchange from time to time;

(b) Ms. Shi will take no less than 15 hours of relevant professional training in each financial
year in accordance with the requirements of the Hong Kong Listing Rules;

(c) In addition, Ms. Shi will be assisted by (i) the compliance adviser of the Company for a
period commencing on the Listing Date and ending on the date when the Company
complies with Rule 13.46 of the Hong Kong Listing Rules in respect of our financial
results for the first full financial year commencing after the Listing Date, particularly in
relation to Hong Kong corporate governance practices and compliance issues; and (ii) the
Hong Kong legal advisers of our Company, on matters concerning our Company’s
on-going compliance with the Hong Kong Listing Rules and the applicable laws and
regulations;

(d) We have engaged the services of Ms. Leung as the joint company secretary, to assist
Ms. Shi in the discharge of her duties as the joint company secretary for an initial period of
three years. Ms. Leung is a member of The Hong Kong Institute of Chartered Secretaries
and the Institute of Chartered Secretaries and Administrators in the United Kingdom and
therefore possesses the professional qualifications as required under Rule 3.28 of the Hong
Kong Listing Rules to serve as a company secretary. As part of the proposed arrangement,
Ms. Leung, will familiarize herself with the affairs of the Company and will communicate
regularly with Ms. Shi on matters relating to corporate governance, the Hong Kong Listing
Rules as well as the applicable laws and regulations and other affairs of the Company; and

(e) Ms. Shi, with the assistance of the compliance advisers, our Company’s Hong Kong legal
advisers and Ms. Leung, will facilitate induction and professional development of our
Directors.

Our Company has applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange has granted us, a waiver from strict compliance with the requirements of Rules 8.17 and 3.28
of the Hong Kong Listing Rules. Upon expiry of the initial three-year period, the Hong Kong Stock
Exchange will re-evaluate the qualification and experience of Ms. Shi to determine whether the
requirements as stipulated in Rule 8.17 of the Hong Kong Listing Rules can be satisfied. In the event
that Ms. Shi has obtained relevant experience under Rule 3.28 of the Hong Kong Listing Rules at the
end of the said period, the above assistant company secretaries arrangement should no longer be
required by our Company.

WAIVER AND EXEMPTION IN RELATION TO THE POST TRACK RECORD PERIOD
ACQUISITION

Pursuant to Rules 4.04(2) and 4.04(4) of the Hong Kong Listing Rules, an issuer shall include
in its accountants’ report the results and balance sheets of any subsidiary or business acquired, agreed
to be acquired or proposed to be acquired since the date to which its latest audited accounts have been
made up in respect of each of the three financial years immediately preceding the issue of the listing
document, or since the incorporation of such subsidiary or the commencement of such business if this
occurred less than three years prior to such issue.
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Pursuant to the guidance letter HKEX-GL32-12 issued by the Hong Kong Stock Exchange, the
Hong Kong Stock Exchange may consider granting waiver of the requirements under Rules 4.04(2)
and 4.04(4) of the Hong Kong Listing Rules on a case-by-case basis, and having regard to all relevant
facts and circumstances, the Hong Kong Stock Exchange will ordinarily grant a waiver of Rules
4.04(2) and 4.04(4) subject to the following conditions: (a) the percentage ratios (as defined under Rule
14.04(9)) of the acquired or to be acquired business or subsidiary are all less than 5% by reference to
the most recent financial year of the applicant’s trading record period; (b) the historical financial
information of the acquired or to be acquired business or subsidiary is not available or would be unduly
burdensome to obtain or prepare; and (c) the listing document should include at least the information
that would be required for a discloseable transaction under Chapter 14 of the Hong Kong Listing Rules
on each acquisition.

Paragraph 32 of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance provides that, if the proceeds, or any part of the proceeds, of the issue of shares
are applied in the purchase of any business, a separate accountants’ report in relation to the business in
respect of each of the three financial years immediately preceding the issue of the prospectus is
required.

On July 1, 2019, the Company entered into an investment cooperation agreement with Cize
Holding Limited (“Cize”), pursuant to which, among other things, the Company agreed to acquire
35% equity interest of Industrial Park Grojec sp. z 0.0. (the “Target Company”) from Cize provided
that the Target Company will become the owner of a designated land parcel (the “Post Track Record
Period Acquisition”). The Company proposes to use the proceeds from the Global Offering to pay the
consideration. For details, please refer to the section headed “History and Development—Post Track
Record Period Acquisition”.

Based on the following reasons, our Company (i) has applied to the Hong Kong Stock
Exchange for, and the Hong Kong Stock Exchange has granted us, a waiver from strict compliance
with Rules 4.04(2) and 4.04(4) of the Hong Kong Listing Rules; and (ii) has applied to the SFC for,
and the SFC has granted us, a certificate of exemption pursuant to section 342A(1) of the Companies
(Winding Up and Miscellaneous Provisions) Ordinance from strict compliance with paragraph 32 of
the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance:

(i) Immateriality of the Post Track Record Period Acquisition: Apart from the land to be
acquired, the Target Company does not possess any substantial assets nor does it carry out any
substantial business. The business scale of the Target Company and the financial impact of the Post
Track Record Period Acquisition on the Group is minimal and immaterial. Each of the applicable
percentage ratios is far below 5%;

(ii) Historical financial information of the Target Company is not available: The Target
Company was established on June 17, 2019 and does not carry out any substantial business so far.
While the Company’s Track Record Period currently covers the three financial years ended
December 31, 2018 and four months ended April 30, 2019, the Target Company as a company
established after the Track Record Period does not have any financial information during such period.
It is impractical and inappropriate for the Company to strictly comply with Rules 4.04(2) and 4.04(4)
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of the Hong Kong Listing Rules. In addition, strict compliance with the requirements under paragraph
32 of the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance
would be inappropriate given there is no financial information of the Target Company for the Track
Record Period;

(iii) Alternative disclosure: To allow the potential investors to understand the Post Track
Record Period Acquisition, the Company has made the following appropriate disclosure in this
prospectus, which is comparable to the information required to be included in the announcement of a
discloseable transaction under Chapter 14 of the Hong Kong Listing Rules, including: (a) major terms
(including the consideration to be paid) of the Post Track Record Period Acquisition; (b) general
description of the scope of principal business activities of the Target Company and Cize; (c) the basis
on which the consideration is determined; (d) how the consideration will be satisfied; and (e) reasons
for and benefits of the transaction. For details, please refer to the section headed “History and
Development—Post Track Record Period Acquisition”. The Company believes that such disclosure
provides the investors with sufficient disclosure on the information of the Post Track Record Period
Acquisition. Furthermore, the Company will disclose the relevant financial information of the Group’s
investment and its minority interest in the Target Company in its annual report for the financial year
ending December 31, 2019. Taking the above into account, the Company is of the view that the
aforementioned alternative disclosure is sufficient for providing information necessary for the potential
investors to make an informed assessment of the Post Track Record Period Acquisition and its
financial impact on the Group; and

(iv) The Company has made disclosure in relation to the Post Track Record Period Acquisition
in the section headed “History and Development—Post Track Record Period Acquisition”.
Accordingly, the Directors consider that the exemption from the requirement to include a separate
accountant’ report on the Target Company would not prejudice the interests of the investing public.

The SFC has granted a certificate of exemption from strict compliance with paragraph 32 of the
Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance on the
conditions that (a) the particulars of the exemption be set forth in this prospectus; and (b) this
prospectus be issued on or before October 24, 2019.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full responsibility,
includes particulars given in compliance with the Companies (Winding Up and Miscellaneous
Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules and the Hong Kong
Listing Rules for the purpose of giving information with regard to us. Our Directors, having made all
reasonable enquiries, confirm that to the best of their knowledge and belief the information contained
in this prospectus is accurate and complete in all material respects and not misleading or deceptive, and
there are no other matters the omission of which would make any statement in this prospectus or this
prospectus misleading.

CSRC APPROVAL

The CSRC issued an approval letter on April 4, 2019 for the Global Offering and for the
submission of the application to list our H Shares on the Hong Kong Stock Exchange. In granting its
approval, the CSRC accepts no responsibility for our financial soundness, nor for the accuracy of any
of the statements made or opinions expressed in this prospectus or in the Application Forms.

As advised by our PRC Legal Advisers, our Company has obtained all necessary approvals and
authorizations in the PRC in relation to the Global Offering and the Listing.

INFORMATION ON THE GLOBAL OFFERING

The Offer Shares are offered solely on the basis of the information contained and
representations made in this prospectus and the Application Forms and on the terms and subject to the
conditions set out herein and therein. No person is authorized to give any information in connection
with the Global Offering or to make any representation not contained in this prospectus, and any
information or representation not contained herein must not be relied upon as having been authorized
by us, the Joint Global Coordinators, the Joint Sponsors, the Joint Bookrunners, the Joint Lead
Managers, the Underwriters, any of their respective directors, agents, employees or advisers or any
other party involved in the Global Offering.

The Global Offering comprises the Hong Kong Public Offering of initially 12,187,200 Hong
Kong Offer Shares and the International Offering of initially 109,680,800 International Offer Shares,
subject, in each case, to adjustment on the basis as described in the section headed “Structure of the
Global Offering” and, in case of the International Offering, to any exercise of the Over-allotment
Option.

This prospectus is published solely in connection with the Hong Kong Public Offering, which
forms part of the Global Offering. Details of the terms of the Hong Kong Public Offering are described
in the section headed “Structure of the Global Offering” and on the Application Forms.

UNDERWRITING

The listing of our H Shares on the Hong Kong Stock Exchange is sponsored by China
International Capital Corporation Hong Kong Securities Limited and China Securities (International)
Corporate Finance Company Limited, collectively referred to as our Joint Sponsors. China
International Capital Corporation Hong Kong Securities Limited and China Securities (International)
Corporate Finance Company Limited are the Joint Global Coordinators, Joint Bookrunners and Joint
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Lead Managers of the Global Offering. CMB International Capital Limited, ABCI Capital Limited and
CCB International Capital Limited are the Joint Bookrunners of the Global Offering. CMB
International Capital Limited, ABCI Securities Company Limited and CCB International Capital
Limited are the Joint Lead Managers of the Global Offering.

The Hong Kong Public Offering is fully underwritten by the Hong Kong Underwriters pursuant
to the Hong Kong Underwriting Agreement and subject to agreement on the Offer Price between us
and the Joint Global Coordinators (on behalf of the Underwriters).

The International Offering is expected to be underwritten by the International Underwriters
pursuant to the International Underwriting Agreement. The International Underwriting Agreement is
expected to be entered into on or about October 30, 2019.

For further information about the Underwriters and the underwriting arrangements, see the
section headed “Underwriting.”

DETERMINATION OF THE OFFER PRICE

The Offer Shares are being offered at the Offer Price which will be determined by our
Company and the Joint Global Coordinators (on behalf of the Underwriters) on or around Wednesday,
October 30, 2019, and in any event no later than Tuesday, November 5, 2019.

If the Joint Global Coordinators (on behalf of the Underwriters) and our Company are unable to
reach an agreement on the Offer Price on or before Tuesday, November 5, 2019, or such later date or
time as may be agreed between the Joint Global Coordinators (on behalf of the Underwriters) and our
Company, the Global Offering will not become unconditional and will lapse.

RESTRICTIONS ON OFFER AND SALE OF OFFER SHARES

We offer the Hong Kong Offer Shares solely on the basis of the information contained and
representations made in this prospectus and the related Application Forms and on the terms and subject
to the conditions contained in this prospectus and the Application Forms.

Each person acquiring Hong Kong Offer Shares will be required to confirm, or by his/her
acquisition of Hong Kong Offer Shares will be deemed to confirm, that he/she is aware of the
restrictions on offers of the Hong Kong Offer Shares described in this prospectus.

No action has been taken to permit a public offering of the Offer Shares in any jurisdiction
other than Hong Kong or the distribution of this prospectus in any jurisdiction other than Hong Kong.
Accordingly, and without limitation to the following, this prospectus may not be used for the purpose
of, and does not constitute, an offer or invitation in any jurisdiction or in any circumstances in which
such an offer or invitation is not authorized or to any person to whom it is unlawful to make such an
offer or invitation. The distribution of this prospectus and the offering and sales of the Offer Shares in
other jurisdictions are subject to restrictions and may not be made except as permitted under the
applicable securities laws of such jurisdictions pursuant to registration with or authorization by the
relevant securities regulatory authorities or an exemption therefrom.
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CERTAIN MATTERS RELATING TO THE HONG KONG PUBLIC OFFERING
Application for Listing on the Hong Kong Stock Exchange

We have applied to the Listing Committee of the Hong Kong Stock Exchange for the listing of,
and permission to deal in, our H Shares, including any H Shares which may be issued pursuant to the
exercise of the Over-allotment Option. Dealings in our H Shares on the Hong Kong Stock Exchange
are expected to commence on Wednesday, November 6, 2019.

Except as otherwise disclosed in this prospectus, no part of our Shares is listed on or dealt in on
any other stock exchange and no such listing or permission to list is currently being or proposed to be
sought.

SHARES WILL BE ELIGIBLE FOR ADMISSION INTO CCASS

Subject to the granting of listing of, and permission to deal in, our H Shares on the Stock
Exchange and our Company’s compliance with the stock admission requirements of HKSCC, our H
Shares will be accepted as eligible securities by HKSCC for deposit, clearance and settlement in
CCASS with effect from the date of commencement of dealings in our H Shares on the Hong Kong
Stock Exchange or any other date as HKSCC chooses. Settlement of transaction between participants
of the Hong Kong Stock Exchange is required to take place in CCASS on the second Business Day
after any trading day. All activities under CCASS are subject to the General Rules of CCASS and
CCASS Operational Procedures in effect from time to time. All necessary arrangements have been
made for our H Shares to be admitted into CCASS.

Stamp Duty

Dealings in the H Shares registered in our register of members in Hong Kong will be subject to
Hong Kong stamp duty.

Professional Tax Advice Recommended

Applicants for the Offer Shares are recommended to consult their professional advisers if they
are in any doubt as to the taxation implications of the subscription, purchase, holding or disposal of,
dealing in or the exercise of any rights in relation to the Offer Shares.

It is emphasized that none of us, the Joint Global Coordinators, the Joint Sponsors, the Joint
Bookrunners, the Joint Lead Managers, any of the Underwriters, their respective directors, agents,
employees and advisers, nor any other person involved in the Global Offering accepts any
responsibility for any tax effects on, or liabilities of, any person resulting from subscribing for,
purchasing, holding or disposing of, dealing in or exercising any rights in relation to the Offer Shares.

Registration of Subscription, Purchase and Transfer of H Shares

We have instructed the H Share Registrar, and the H Share Registrar has agreed, not to register
the subscription, purchase or transfer of any H Shares in the name of any particular holder unless the
holder delivers a signed form to the H Share Registrar in respect of those H Shares bearing statements
to the effect that the holder:

(a) agrees with us and each of our Shareholders, and we agree with each Shareholder, to
observe and comply with the PRC Company Law, the Special Regulations and the Articles
of Association;
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(b) agrees with us, each of our Shareholders, Directors, Supervisors, managers and officers,
and we, acting for ourselves and for each of our Directors, Supervisors, managers and
officers agree with each Shareholder, to refer all differences and claims arising from the
Articles of Association or any rights or obligations conferred or imposed by the Company
Law or other relevant laws and administrative regulations concerning our affairs to
arbitration in accordance with the Articles of Association, and any reference to arbitration
shall be deemed to authorize the arbitration tribunal to conduct hearings in open session
and to publish its award, which shall be final and conclusive;

(c) agrees with us and each of our Shareholders that our H Shares are freely transferable by
the holders of our H Shares; and

(d) authorizes us to enter into a contract on his or her behalf with each of our Directors,
Supervisors, managers and officers whereby such Directors, Supervisors, managers and
officers undertake to observe and comply with their obligations to our Shareholders as
stipulated in the Articles of Association.

H Share Register of Members

Our principal register of members will be maintained by us at our legal address in the PRC and
all of the H Shares issued pursuant to applications made in the Global Offering will be registered on
our H Share register to be maintained in Hong Kong.

Procedure for Application for Hong Kong Offer Shares

The procedures for applying for Hong Kong Offer Shares are set out in the section headed
“How to Apply for Hong Kong Offer Shares” in this prospectus and on the relevant Application
Forms.

STRUCTURE OF THE GLOBAL OFFERING

Details of the structure of the Global Offering, including its conditions, are set out in the section
headed “Structure of the Global Offering” in this prospectus.

OVER-ALLOTMENT AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and Stabilization are set out
in “Structure of the Global Offering—Over-allotment Option” and “—Stabilization” in this prospectus.

EXCHANGE RATE

Unless otherwise specified, this prospectus contains certain translations for the convenience of
the reader at the following rates: Renminbi into Hong Kong dollars at the rate of HKS$I to
RMBO0.90133 and Hong Kong dollars into U.S. dollars at the rate of US$1 to HK$7.8441. The RMB to
HKS$ exchange rate is quoted by the PBOC for foreign exchange transactions prevailing on October 15,
2019. The USS$ to HK$ exchange rate is set forth in the H10 weekly statistical release of the Federal
Reserve Board of the United States on October 15, 2019. These translations are provided for reference
and convenience only, and no representation is made, and no representation should be construed as
being made, that any amounts in RMB, HK$ or US$ can be or could have been at the relevant dates
converted at the above rates or any other rates or at all.

78



INFORMATION ABOUT THIS PROSPECTUS AND THE GLOBAL OFFERING

MARKET SHARE DATA

The statistical and market share information contained in this prospectus has been derived from
official government publications, market data providers and other independent third parties sources.
Unless otherwise indicated, the information has not been independently verified by our Company, the
Joint Global Coordinators, the Joint Sponsors, the Joint Bookrunners, the Underwriters, or any other
parties involved in the Global Offering. This statistical information may not be consistent with other
statistical information from other sources within or outside the PRC. Our Directors have reproduced
the data and statistics extracted from such official government publications and other sources in a
reasonably cautious manner.

LANGUAGE

If there is any inconsistency between this prospectus and the Chinese translation of this
prospectus, this prospectus shall prevail. Translations or transliterations of the names of Chinese laws
and regulations, governmental authorities, departments, entities, institutions, natural persons, facilities,
certificates, titles and the like included in this prospectus and for which no official English translation
exists are unofficial translations for identification purposes only. In the event of any inconsistency, the
Chinese name prevails.

ROUNDING

Unless otherwise stated, all the numerical figures are rounded to one or two decimal places.
Any discrepancies in any table or chart between totals and sums of amounts listed therein are due to
rounding.
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DIRECTORS, SUPERVISORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name Residential Address Nationality
Executive Directors
Zhang Jian Room 501, Door 3, Block 19 Chinese
(RAl) Area 2

Wangyue Lake

Yuelu District, Changsha

Hunan

PRC
Tang Fen Block 45, Longhu Xiangfeng Chinese
(FE95) Yuanzhu Estate

Yinxing Road

Wangcheng District, Changsha

Hunan

PRC
Shi Donghong Room 2601, Building 1 Chinese
(1 5RAL) Yunda Central Plaza

289 Shawan Road

Yuhua District, Changsha

Hunan

PRC
Zhang Kexiang Room 39, Door 4, Building 15 Chinese
(R IEFE) Yinpenling New Village

Yuelu District, Changsha

Hunan

PRC
Tan Xinming Room 505, Building 4 Chinese
(FEHT ) Jiawenyuan, Xianjia New

Village

Yuelu District, Changsha

Hunan

PRC
Non-executive Director
Zhang Quanxun Room 2006, Block A Chinese
(GRFEE) Jiabaorun Jinzuo

Xinzhou Nine Street
Futian District, Shenzhen
Guangdong

PRC
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Name Residential Address Nationality
Independent Non-executive Directors
Chen Gongrong Room 302, Door 3, Building 3  Chinese
(PRALZE) 15 Xianjia Lake

Yuelu District, Changsha

Hunan

PRC
Li Zhengnong B1708, Huagong Building Chinese
FIER) Tianxin District, Changsha

Hunan

PRC
Wong Kai Yan Thomas Flat F, 5th Floor, Block 10 Chinese
(EAEK) South Horizons

Ap Lei Chau

Hong Kong
SUPERVISORS
Name Residential Address Nationality
Zhang Mingxin 109 Xiangjiang Middle Road  Chinese
(M%) Pingtang Town, Wangcheng

County

Hunan

PRC
Li Gen Room 804, Block 1-19 Chinese
() Jinlu Xi’an Heyuan District

Yinshan Road

Yuelu District, Changsha

Hunan

PRC
Liu Jing Room 1205, Block 6 Chinese
(BI5t Lugu Xiaozhen

For further information regarding our Directors and Supervisors, please refer to the section

Yuelu District, Changsha
Hunan
PRC

headed “Directors, Supervisors and Senior Management”.
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PARTIES INVOLVED IN THE GLOBAL OFFERING

Joint Sponsors China International Capital Corporation Hong Kong
Securities Limited
29/F, One International Finance Centre
1 Harbour View Street
Central
Hong Kong

China Securities (International) Corporate Finance
Company Limited

18/F, Two Exchange Square

8 Connaught Place

Central

Hong Kong

Joint Global Coordinators China International Capital Corporation Hong Kong
Securities Limited
29/F, One International Finance Centre
1 Harbour View Street
Central
Hong Kong

China Securities (International) Corporate Finance
Company Limited

18/F, Two Exchange Square

8 Connaught Place

Central

Hong Kong

Joint Bookrunners China International Capital Corporation Hong Kong
Securities Limited
29/F, One International Finance Centre
1 Harbour View Street
Central
Hong Kong

China Securities (International) Corporate Finance
Company Limited

18/F, Two Exchange Square

8 Connaught Place

Central

Hong Kong

CMB International Capital Limited
45F, Champion Tower

3 Garden Road

Central

Hong Kong
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ABCI Capital Limited

11/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Central

Hong Kong

Joint Lead Managers China International Capital Corporation Hong Kong
Securities Limited
29/F, One International Finance Centre
1 Harbour View Street
Central
Hong Kong

China Securities (International) Corporate Finance
Company Limited

18/F, Two Exchange Square

8 Connaught Place

Central

Hong Kong

CMB International Capital Limited
45F, Champion Tower

3 Garden Road

Central

Hong Kong

ABCI Securities Company Limited
10/F, Agricultural Bank of China Tower
50 Connaught Road Central

Hong Kong

CCB International Capital Limited
12/F, CCB Tower

3 Connaught Road Central

Central

Hong Kong

Legal Advisers to the Company as to Hong Kong and United States laws:

Baker & McKenzie

14th Floor, One Taikoo Place
979 King’s Road

Quarry Bay

Hong Kong
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Legal Advisers to the Joint Sponsors
and the Underwriters

Reporting Accountants and Auditors

Compliance Adviser

Industry Consultant

Property Valuer

as to PRC law:

Jia Yuan Law Offices

F408, Ocean Plaza

No. 158 Fu Xing Men Nei Avenue
Xi Cheng District, Beijing

PRC

as to Hong Kong and United States laws:

Freshfields Bruckhaus Deringer
55/F, One Island East

Taikoo Place

Quarry Bay

Hong Kong

as to PRC law:

Commerce & Finance Law Offices
6/F NCI Tower

A12 Jianguomenwai Avenue
Chaoyang District, Beijing

PRC

KPMG

Certified Public Accountants
8th Floor, Prince’s Building
10 Chater Road

Central

Hong Kong

Anglo Chinese Corporate Finance, Limited
40th Floor, Two Exchange Square

8 Connaught Place

Central

Hong Kong

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
1018, Tower B

500 Yunjin Road

Shanghai

PRC

AVISTA Valuation Advisory Limited
23rd Floor, Siu On Centre

No. 188 Lockhart Road

Wan Chai

Hong Kong
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Receiving Banks

Bank of China (Hong Kong) Limited
1 Garden Road
Hong Kong

CMB Wing Lung Bank Limited
CMB Wing Lung Building

45 Des Voeux Road

Central

Hong Kong
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Registered Office

Headquarters and Principal Place of
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Certain information and statistics presented in this section and elsewhere in this prospectus
have been derived from an industry report, commissioned by us and independently prepared by
Frost & Sullivan for the purpose of the Global Offering, or the Frost & Sullivan Report. In addition,
unless otherwise indicated, certain information is based on, derived or extracted from, among other
sources, publications of government authorities and their internal agencies, market data providers,
and communication with various Chinese government agencies or other independent third-party
sources. We believe that the sources of the relevant information and statistics are appropriate and that
reasonable and prudent measures have been taken in extracting and reproducing such information. We
have no reason to believe that the relevant information and statistics are false or misleading or that
any facts have been omitted to an extent that would render such information and statistics false or
misleading. Our Directors confirmed that, after making reasonable enquiries and exercising
reasonable care, there is no material adverse change in the relevant market information since the date
of the Frost & Sullivan Report which may qualify, deny or adversely affect the information contained
in this section. The Company, the Joint Sponsors, the Joint Global Coordinators, the Joint
Bookrunners, or any other party involved in the Global Offering (excluding Frost & Sullivan) or their
respective directors, consultants and associates have not independently verified the relevant
information and statistics or made any representation on the accuracy thereof. Accordingly, such
information and statistics should not be unduly relied upon.

SOURCE OF INFORMATION

We have commissioned Frost & Sullivan to analyze and present the current status and forecasts
of selected industries in which we operate in China. We agree to pay the fee of RMB1,239,800 to
Frost & Sullivan for the preparation and use of the Frost & Sullivan Report, and the Directors believe
that such fee reflects the market rate. Unless otherwise indicated, the market estimates or predictions
contained in this section refer to Frost & Sullivan’s comments on the future development of selected
industries in China.

Founded in 1961, Frost & Sullivan has conducted industry research and provided market and
corporate strategy, and consulting and training services in a variety of industries, including automotive,
transportation and logistics, chemical engineering, energy and power systems, environmental
technology, electronics, information and telecommunications technology, and medical and health care.
In compiling and preparing the Frost & Sullivan Report, Frost & Sullivan has used the statistics and
information obtained through the primary and secondary research. Primary research includes
interviews with industry experts and recognized third-party industry associations, and secondary
research includes the review of annual reports of the Company, databases of relevant official
authorities, independent research reports and publications, as well as the exclusive database established
by Frost & Sullivan over the past few decades.

The predictions made by Frost & Sullivan are based on the following assumptions: (i) global
and Chinese social, economic and political conditions will remain stable during the forecast period;
(i1) the PRC government’s policies on the industrialized construction industry will remain unchanged
during the forecast period; (iii) the PC unit market in China will be driven by vigorous promotion from
government policies, continuation of urbanization, growing popularity of industrialized construction
due to labor cost increase and increasing economical feasibility with technological advancement; and
(iv) the PC equipment market in China will be driven by the increasing market demand on PC units,
the promotion from governmental policies, the emergence of more PC factories nationwide, and the
upgrade of existing PC production lines.
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OVERVIEW ON CONSTRUCTION AND REAL ESTATE INDUSTRY IN CHINA

Between 2013 and 2018, the aggregate output value of China’s construction industry increased
from RMB16.0 trillion to RMB23.5 trillion at a CAGR of 8.0%. In the next five years from 2019, the
aggregate output value of China’s construction industry is expected to maintain a CAGR of 7.0%, and
will achieve RMB33.0 trillion in 2023. The output value of the real estate construction industry
accounted for approximately 64.3% of the aggregate output value of the construction industry in China
from 2013 to 2018. In 2018, the output value of the real estate construction industry was RMB15.1
trillion, which is expected to achieve RMB21.2 trillion in 2023. As one of the major contributors to
national economic development and rural workforce employment, China’s construction industry is
closely associated with China’s GDP growth. In the 13th Five-Year Plan, the PRC government aims to
achieve a 7% annual growth rate of the total output value of the construction industry in the PRC,
demonstrating the PRC government’s determination to maintain the stable development of the
construction industry. In addition, with the landing and implementation of the Belt and Road Initiative
and the overall industrialization trend, the growth of China’s construction industry is expected to
sustain in the next five years.

Influenced by China’s continued urbanization process and relevant population policies, such as
promotion of the second-child policy, the market demand in the real estate industry in China,
especially the demand for residential building, remains strong. It is expected that in 2023, the real
estate investment will achieve RMB17.8 trillion, and the residential real estate investment will achieve
RMBI12.2 trillion.

Construction Industry Output Value and Real Estate Investment in China, 2013-2023E

CAGR CAGR
2013 2014 2015 2016 2017 2018 2019E 2023E (13-18) (19E-23E)

(RMB trillion)
Total output value of the construction industry .... 16.0 17.7 18.1 19.4 21.4 23.5 252 33.0 8.0% 7.0%
Total output value of the real estate construction
industry . ... 103 11.4 11.6 12.4 13.7 15.1 16.1 212 8.0% 7.1%
Real estate investment . ...................... 8.6 9.5 9.6 103 11.0 12.0 13.0 17.8 6.9% 8.3%

Source: National Bureau of Statistics, Frost & Sullivan

MARKET ANALYSIS OF CONSTRUCTION INDUSTRIALIZATION IN CHINA
Overview of Construction Industrialization in China

Construction industrialization is a process of developing and improving the construction
industry through mechanization, standardization, informatization and intelligentization. Construction
industrialization aims to increase labor productivity, replace manpower with machinery, speed up
construction, reduce engineering costs, and improve engineering quality. Construction industrialization
is the main direction of the construction technology development. The process extensively uses
large-size precast units, adopts prefabricated structures and involves database information systems to
manage the entire construction process to form a complete industrial process in which the production
process is mechanized and the units are assembled in construction.

Construction industrialization 4.0 is a reform of the construction industry focusing on
intelligentization by way of mechanization, standardization, informatization, and further integrating
digital space and physical space. As such construction industrialization 4.0 transforms the construction
industry into an intelligentized manufacturing industry.
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Development of Industrialized Construction in China

Industrialized Industrialized Industrialized Industrialized
Construction Construction Construction Construction
1.0 2.0 3.0 4.0
On-Site N o N . .
Feature i Mechanization Standardization Informatization  Intelligentization
construction
. Industrialized Production line Building information Intelllgen_t
Performance Cast-on-site . . - manufacturing
production manufacturing modelling (BIM)

and equipment

Source: Frost & Sullivan

Definition and Categorization of Prefabricated Building

Prefabricated building is a type of building consisting of factory-built components or units to be
assembled on-site. Prefabricated building is a comprehensive demonstration of construction
industrialization and it can be divided into three major categories including prefabricated concrete
building, prefabricated steel structure building and prefabricated timber building based on the types of
the main structural component of the building. Prefabricated concrete building is the major mode of
prefabricated building in China. It has advantages such as low cost and wide applicability.
Prefabricated concrete building is expected to maintain the leading position in the form selection of
prefabricated construction structure. In terms of floor area, prefabricated concrete building accounted
for 62.5% of all prefabricated building in 2018 and is expected to account for 75% of all prefabricated
building in 2023.

Classification of Prefabricated Building in China

Prefabricated Steel

Prefabricated Concrete Building Building Prefabricated Timber Building
Advantages * Low construction and » High-earthquake » Light weight of units
maintenance costs resistance
 Popularity for residential » Light weight and small
buildings with extensive size of units
applicability » Easy to transport
» High fire resistance
Disadvantages < Heavy weight and large size of + Low fire resistance * Low stability of units
units * Low fire resistance

* High demand for storage and
transportation capability

Application * Low-rise, multi-story and high- * Longer-span or high-rise, ¢ Representative buildings:
rise residential buildings, less super high-rise buildings Single-family residential,
demanding on spans » Representative buildings: special buildings such as

» Representative buildings: Low- long-span factories, antique buildings
rise, multi-rise and high-rise gymnasium, super high-
residential buildings, office rise office buildings
towers, school and hospital
buildings

Source: Frost & Sullivan
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Comparison of PC Prefabricated Construction Method and Cast-on-site Construction Method

Compared with construction of traditional buildings which mainly employs cast-on-site
method, the construction of prefabricated concrete building involves the assembling of a large portion
of prefabricated units and has several advantages, such as shortening the construction period, reducing
employment of manpower, curtailing waste of materials, lowering energy consumption and decreasing
environmental pollution. With the extensive application of intelligentized PC prefabricated
construction solutions, the advantages of prefabricated concrete building in respect of environment
protection, construction period and construction costs will be further highlighted.

Comparison of PC Prefabricated Construction Method and Cast-on-site Construction Method in

China
PC prefabricated Cast-on-site Savings and
construction construction improvements
Construction period ......................... 160~210 days 250~300 days 20~45%
On-site construction workers required . ......... 40~50 workers 150~160 workers 60~75%
Water consumption . ......................... 0.051~0.067 m?*/m2  0.085~0.09 m3 /m? 35~40%
Energy consumption ......................... 7.0~7.1 kwh /m? 8.9~9.0 kwh /m? 20~25%
Construction wastes Disposal . .. ............... 7.34~735kg/ m? 23.75~23.80 kg /m? 65~70%
Dustlevel (PM10) ............. ... .. ... .... 60~75 pg/ m? 85~100 pg/ m? 20~30%

Note: Taking a 30-floor prefabricated concrete residential building project with a prefabricated ratio of approximately 35% as compared
with a traditional construction project of the same scale as an example.
Source: Frost & Sullivan

ANALYSIS OF THE PREFABRICATED CONCRETE BUILDING MARKET IN CHINA
New Floor Area of Prefabricated Building

As the focus of the construction industrialization development, prefabricated building embraces
an opportunity of explosive growth in China. Guided by the development plan and incentive policies
introduced by the central government, a large number of provinces and cities have started to experience
an explosive growth of prefabricated buildings.

As the relevant policies and industry standards of prefabricated buildings are still evolving in
China, the standard for the identification of prefabricated buildings varies in various regions.
Therefore, there is no uniform requirement for the minimum prefabricated ratio of prefabricated
concrete building nationwide. Since 2018, with rapid development of prefabricated concrete buildings,
more and more provincial governments published their own standards or key indicators regarding the
minimum prefabricated ratio in the assessment of prefabricated building. With reference to these
standards and market research, Frost & Sullivan has estimated and considered the minimum
prefabricated ratios for different regions into our market sizing model, with a national weighted
average of 20.9% in terms of new floor areas of prefabricated concrete building in 2018 and these
minimum prefabricated ratios remain the same in the forecast period.
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New Floor Areas of Prefabricated Concrete Building in China, 2013-2023E

Million square meters

1,600.0 63.3% 40.0%

1,400.0 1336.1

1,200.0
1,058.4
1,000.0
804.2
800.0
600.0 564.7
400.0 348.1

200.0 1619
14.0 26.4 41.4 66.7 91.4

0.0

2013 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E 2023E

Note: the forecast new floor areas of prefabricated concrete building contain the entire floor areas of such buildings and have not excluded
the non-prefabricated portion of such buildings
Source: Frost & Sullivan

Penetration Rate of Prefabricated Building

In terms of new floor areas, the penetration rate! of prefabricated building including
prefabricated villas increased from 0.5% in 2013 to 4.6% in 2018 and is expected to reach 23.6% in
2023. Pursuant to the Certain Opinions, the penetration rate of prefabricated building will reach 30% in
around 2025. The penetration rate of prefabricated concrete building in China in 2017 was relatively
low as compared to that of developed countries and regions such as Germany, Japan and Northern
European regions, indicating immense development potential in China. After MOHURD had
introduced the development goal of increasing the new floor areas of prefabricated building to more
than 15% of the total new floor areas in China by 2020 in the 13th Five-Year Plan as released in March
2017, many provincial and municipal governments had promulgated specific development plans for
prefabricated building. As such, it is expected that the penetration rate of prefabricated building in
China will increase significantly in the coming years due to the promotion of government plans, the
massive market demand and the increasing standardization of the prefabricated construction industry.

New floor areas of prefabricated concrete building contain the overall areas of such buildings
and have not excluded the non-prefabricated portion of buildings. Only prefabricated portions of such
building are potential markets for PC units manufacturing.

Development of Regional Prefabricated Building

Hunan Province and Eastern China Region are among the key provinces and regions in terms of
the development of prefabricated building in China. According to the Frost & Sullivan Report, in 2018,
the new floor areas of prefabricated building in Hunan Province and Eastern China Region were
15.9 million square meters and 150.6 million square meters, respectively, with a year-on-year increase
of 120.2% and 70.8%. In particular, the new floor areas of prefabricated concrete building in Hunan
Province and Eastern China Region were 11.1 million square meters and 94.5 million square meters,
respectively, in 2018. In the future, with supportive government policies and rapid release of market
demand, the prefabricated building in Hunan Province and Eastern China Region is expected to
maintain strong growth. By 2023, the new floor areas of prefabricated concrete building in Hunan
Province is expected to reach 95.8 million square meters, representing a CAGR of 53.8% from 2018 to
2023, and the new floor areas of prefabricated concrete building in Eastern China Region are expected
to reach 862.0 million square meters, representing a CAGR of 55.6% from 2018 to 2023. The CAGR
of the new floor areas of prefabricated concrete building in Hunan Province and Eastern China Region
exceeds the average in China during the same period.

! The proportion of prefabricated construction project among all construction projects in terms of overall floor area.
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In addition to Hunan province and Eastern China region, the market demands in such regions in
which the Group’s Joint Factories are capable of commercial production are estimated and set out in
the following table:

New Floor Areas of New Floor Areas of
Prefabricated Prefabricated
Concrete Building, Concrete Building,
2018 2023E CAGR
Region Provinces Included (million square meters) (million square meters) (2018-2023E)
Beijing-Tianjin-Hebei . ... Beijing, Tianjin, Hebei 13.9 119.8 53.8%
Southern China ......... Guangdong, Guangxi 9.1 67.1 49.1%
Southwest China ........ Chongqing, Sichuan 17.6 88.4 38.1%
Northwest China ........ Xinjiang, Ningxia, 2.0 22.3 62.5%
Shaanxi
Northern China ......... Henan, Shanxi, Inner 5.1 63.8 65.5%
Mongolia

Market Size of PC Units

Prefabricated concrete building is the development focus of industrialized construction and
prefabricated building in China. With the rapid development of prefabricated concrete building and
significant increase of prefabricated ratio (the ratio of the volume, quantity or floor area of
prefabricated units or building parts to the total volume, quantity or floor area of similar units or parts),
the sales of PC units have increased significantly in recent years, especially in 2016 and 2017. As the
national evaluation criteria of prefabricated building was enforced earlier in 2018, the penetration rate
of the prefabricated construction and prefabricated ratio will significantly increase. Driven by the
increasing penetration of prefabricated concrete building and rising prefabricated ratio, the market of
PC units in China is expected to grow rapidly to a high level.

Due to the lack of minimum prefabricated ratio requirements for prefabricated concrete
building, the prefabricated ratio is low at the beginning of the development of prefabricated buildings
in China. With the introduction of relevant policies and the increasing maturity of the market in recent
years, the prefabricated ratio of prefabricated concrete buildings increased significantly. According to
Frost & Sullivan, the overall prefabricated ratio of China’s prefabricated concrete buildings increased
from 3.3% in 2013 to 28.0% in 2018, and is expected to grow to around 38.0% by 2023.

Market size of PC units in China, 2013-2023E

RMB Billion
Total 119.6% 65.0%

------------------------------------------------- 3053
300.0
200.0 4
100.0 A

0.3 0.4 1.0 2.1 5.6 14.8
0.0 I
2013 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E 2023E

Note: The market size of PC units is determined by prefabricated ratio, new floor area of prefabricated building, volume of concrete per
square meter and unit price.
Source: Frost & Sullivan

As advised by Frost & Sullivan, considering the major cities which the Joint Factories target,
the total output value of the construction industry in the cities with GDP no less than RMB500 billion
(Region 1) in 2018 is expected to grow at a CAGR of 7.9% from 2019 to 2023, which is higher than
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the CAGR of 7.0% for the growth of whole construction industry in China. The total output value of
the construction industry in the cities with GDP below RMB500 billion (Region 2) in 2018 is expected
to grow at a CAGR of 6.9% during from 2019 to 2023. Additionally, according to the relevant policies
of developing prefabricated building markets, the penetration rates of prefabricated buildings by 2020
in the cities in Region 1 are targeted to reach 30% or above. By contrast, the targeted penetration rates
of prefabricated buildings in the cities in Region 2 are mostly between 15% and 30%, and some of the
relevant policies for some of these cities have not yet been released. Therefore, it is estimated that the
average market demand of PC units per city in Region 1 is much higher than that in Region 2.

Analysis of Drivers of Construction Industrialization Market in China

Continuous urbanization: Along with the steady growth of China’s economy and the
continuous escalation of urbanization, the urbanization rate is expected to increase from 59.6% in 2018
to 64.9% in 2023. As a result, the construction demand, particularly for residential construction, will
maintain continuous growth.

Labor shortage and cost increase in construction industry: Labor shortages and the rising
labor costs have become increasingly severe challenges in the construction industry. The number of
workers willing to work in the traditional construction industry is decreasing. In addition, aging of
labor force has become an increasing problem for the construction industry. The average age of
migrant workers in the construction industry rose from 34 in 2008 to over 40 in 2018, and the average
wage increased about 1.8 times for the same period. Faced with labor shortages and the increase in
labor costs, construction companies need to reduce their reliance on labor and increase labor
efficiency. Construction industrialization is a crucial way for the construction industry to reduce
reliance on labor and improve efficiency.

Increasing energy conservation and environmental protection requirements in the
construction industry: Enhanced environmental protection and energy conservation as well as
transformation of the development mode in the construction industry are important directions for the
future development of the construction industry in China. Prefabricated construction adopts factory
prefabrication, on-site dry assembly and BIM integrated management and other methods, which
significantly shorten the construction period, reduce energy consumption, save resources, and reduce
environmental pollution such as dust, noise and construction waste. The energy saving and
environmental protection effects are notable. The development of green construction and the
requirement for enhancing energy conservation and environmental protection in the construction
industry will drive the popularization of prefabricated construction.

Strong support from government policies: In recent years, the central and local government
authorities have intensively introduced incentive policies to promote the development of construction
industrialization and prefabricated building. These policies have clearly defined industry standards and
set development goals and related subsidy incentives. As such around 31 provinces and municipalities
directly under the central government have issued regional development goals as of December 31, 2018.
In particular, the Shanghai Municipal Government promulgated that from 2016, all new residential
building satisfying certain criteria within the outer ring were to adopt prefabricated construction, and over
50% of the new residential building outside the outer ring were to adopt prefabricated construction. The
Hunan Provincial Government has proposed that by 2020, the prefabricated buildings in the major cities
of Hunan Province will account for more than 30% of the new buildings, while such percentage for the
downtown areas of Changsha, Zhuzhou and Xiangtan will reach over 50%.
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Market Development Trend in Industrialization for Construction Industry in China

Industry upgrade driven by technology reformation: The development of information
technology, internet and automated techniques in construction industrialization increase the possibility
of achieving integrated management of construction projects including planning, budgeting, designing,
manufacturing, assembling and inspecting. With further development of the industrialized construction
industrialization, the entire construction process is under restructuring. Having developed PC Maker 1
and PC-CPS, the Group is the first to establish a digitalized information system covering the whole
process from design to delivery in the prefabricated construction industry in China.

Increasing industry centralization: Considering the limitation in transportation radius, the
development of the prefabricated building has presented certain degree of regionality, with numerous
companies trying to dominate respective regional markets, resulting in a low market centralization. In the
future, nationwide expansion of construction industrialization is expected to adopt the multi-centered
layout, considering the enhanced cost saving and efficiency requirements of prefabricated building and
the limitation in transportation radius. Companies with well positioned nationwide layout, extensive
project experience and comprehensive technical systems will possess great competitive strengths. As
such, the market centralization is expected to increase.

Increasing penetration of construction industrialization: Driven by supportive government
policies, the penetration of construction industrialization in residential building increases rapidly. In
addition, with the technological advancements, improvement of management level and establishment
of universal system, the application of construction industrialization in the fields of industrial
buildings, public buildings and infrastructures, is expected to improve as well. Moreover, as more
large-scale real estate developers recognize and apply prefabricated construction in the fields of
residential, infrastructural and public construction, the prefabricated construction industry changed
from government dominated to market driven. As such, the marketization for the demand in the
prefabricated construction industry is expected to grow continuously.

Continuous improvement in cost-effectiveness: Currently the cost-effective advantage of
prefabricated construction is not significant as compared to that of traditional construction, which limits
the promotion of construction industrialization to some extent. On the one hand, as some companies in
the prefabricated construction industry gradually achieve economies of scale, the industry synergies
gradually emerge, and the cost-effectiveness of construction industrialization is expected to improve
accordingly. On the other hand, with the increase in labor costs, the cost-effectiveness of traditional
construction is declining. As such, the cost-effective advantage of prefabricated construction as compared
to traditional construction is expected to gradually increase in the future.

Continuous improvement of industry standards and norms: Well-established industry
standards and norms are essential for the development of industrialized construction. With sufficient
industry standards and norms, enterprises can select and develop their technologies efficiently and
incentive policies can be executed effectively. Government authorities in the PRC have introduced
national evaluation standards and technical specifications for prefabricated building. The industrialized
construction industry is at the stage of rapid growth; market leaders with contribution to the
establishment of industry standards will accumulate initiative advantages and benefit from a healthier
regulatory environment.
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Prices of Raw Materials for PC Units

The major raw materials for PC units are rebar, cement and gravel. As raw material prices
fluctuate, the price of PC units fluctuate accordingly. Despite the price fluctuation of raw materials, PC
unit manufacturers are generally able to shift the price fluctuation influence towards downstream
industry participants. The price of rebar rebounded after 2015, and the prices of cement and gravel
rebounded after 2016. It is expected that the prices of rebar, cement and gravel will increase slightly in
the future.

Annual average price of major raw materials, China, 2013-2018

Unit 2013 2014 2015 2016 2017 2018
Rebar .................. RMB/ton 3,559.1 3,123.0 2,218.1 2,476.0 3,877.9 4,184.8
Cement ................ RMB/ton 3328 3322  263.6  262.1 3498 4337
Gravel ................. RMB/ton 84.0 83.8 64.5 58.8 96.9 135.7

Source: Frost & Sullivan

Market Share of Major Participants in PC Unit Manufacturing Market

In 2018, the Group was the largest participant in the PC unit manufacturing market in China in
terms of revenue, with a market share of 13.0%. Other major participants included Shanghai
Construction Group* (L& T4M), China State Construction Limited* (" BG4 RAFD),
Beijing Residential Industrialization Group* (JtiifiErE (L% HE), and China Minsheng Drawin
Technology Industry Group* ("' EEE A FBH% & 254 ). The PC unit manufacturing market is relatively
fragmented, with the market shares of the top five participants in 2018 being 33.5%.

Market share of major participants in PC unit manufacturing market (by revenue) in China in
2018

Total revenue = RMB14,793.7 million

Company Name Revenue Market

pany (RMB million) share

:- 1 The Group 1,921.7 13.0% 1
2 Company A 1,457.8 9.9%
9.9%
4.6% 3 Company B 678.4 4.6%
2.9% 2.9%

66.5% 4 Company C 460.0 2.9%

5 Company D 435.6 2.9%

- The Group Company C Others 9,8401 66.5%

- Company A Company D

I company B Others Total market size 14,793.7 100.0%

Note: Sales include revenue from PC units of the Group’s head office, directly-operated companies and joint ventures.
Source: Frost & Sullivan

Entry Barriers and Success Factors of PC Unit Manufacturing Market

Management capability: Only with good management capabilities in operation and
manufacturing can manufacturers of PC units exert effective management and control over the output,

97



INDUSTRY OVERVIEW

product yield, production cost, production efficiency, production equipment testing and inventory
management. Prefabricated construction involves large-scale continuous manufacturing of
non-standard products, for which prefabricated construction companies must be equipped with good
system management capabilities in production and manufacturing. Therefore, good management skills
are essential for prefabricated construction companies to improve profit and competitiveness, as well
as to expand production scales. However, it often requires significant amount of time and efforts for
new industry participants to improve management skills and accumulate management experience.

Digitalization capability: With the increasingly wide application of digitalization technology in
PC unit manufacturing industry, digitized information processing and analytical technology can
optimize various stages of PC unit manufacturing including design, production, transportation and
prefabrication, and thus enhance production efficiency, lower depletion and better satisfy customers’
demand on construction progress and cost. Along with the expansion of production scale, PC unit
manufacturing factories are expected to generates massive data, which is difficult to control manually.
Companies equipped with digital technology, data resources and data analysis capabilities are in an
advantageous position as digital technology, data processing and analytics technology can optimize
product design and production.

Research and development capability: Driven by the development of society and economy, the
requirements for construction also escalate. Only enterprises with sustainable innovation and research
and development capabilities can meet the ever-changing requirements of product materials, structural
technology, production technique, construction and installation, and improve the production efficiency to
cater for the industry development need. In addition, the supply of PC units for different projects and
customers in accordance with the project construction progress in one factory has imposed great
challenges to the mass production of PC units. Information systems are essential for market participants
to exercise management. However, the establishment of such systems relies on experience and data
accumulated from manufacturing of PC units in the long run.

Capital: In general, the establishment of a manufacturing and processing factory for PC units in
China requires an investment scale of over RMB100 to RMB300 million, and it usually takes one to
three years to complete a production capacity expansion plan. In addition, due to high transportation
cost for PC units and the constraint of transportation radius, the establishment of national wide scale
coverage requires billions of investments. Therefore, new participants in the PC unit manufacturing
industry are required to invest a significant amount of initial capital to enter the market, and high time
cost in increasing output and obtaining orders usually results in heavy financial pressure.

Talent: As an emerging market in recent years, PC unit manufacturing suffers the problem of
talent shortage, especially the lack of experienced professionals. An excellent talent team is essential to
improving research and development capabilities and operational efficiency. However, it is very
difficult for new participants in the PC unit manufacturing industry to recruit qualified talent in a short
period of time.

MARKET ANALYSIS OF PC EQUIPMENT IN CHINA
Definition and Business Model of PC Equipment

The market of PC equipment mainly consists of two types of market participants, namely PC
equipment manufacturers and PC manufacturing solutions providers. PC manufacturing solutions
providers also provide a variety of value-added services (including the operation and maintenance of
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equipment, installation of control and management software, update and upgrade of system and
technical support for production) based on the sale of PC equipment so as to optimize the utilization
efficiency of PC equipment.

Market Size of PC Equipment

The development of the PC unit market drives the rapid development of the PC equipment
industry. With the increase in production capacity of PC equipment, it is expected that the market size
of PC equipment manufacturing and solutions will constantly grow to over RMB11 billion in 2023.

Market size of PC equipment manufacturing in China, 2013-2023E

RMB million
134.0% 19.1%
12,0000 - ! o 11,762.1
10,634.2
10,0000 - 9.614.1
8,296.3
8,000.0
60000 1 5,836.9
4,105.9
40000 -
255703
2,0000 - 086
585 130.8 256.3 -
0.0
2013 2014 2015 2016 2017 2018 2019E 2020E 2021E 2022E 2023E

Source: Frost & Sullivan

Drivers for Market of PC Equipment in China

Increasing market demand for prefabricated concrete building: The market demand for PC
units increased significantly as a result of the positive impact of the favorable environment and
regulatory policies created by the central government and increasing application of prefabricated
concrete building in the new floor areas. Driven by various factors in the prefabricated concrete
building industry, the PC equipment is expected to develop rapidly, which will benefit the upstream
manufacturers of PC equipment.

Expansion of unit plants: Considering the limitations of PC unit manufacturing factories in
transportation and service radius, manufacturers of PC units are required to establish new factories
nationwide to serve the national market. With constant expansion in regional coverage of prefabricated
concrete building, the market demand for PC equipment is expected to increase continuously.

Intergenerational upgrade of production equipment: The prefabricated concrete building
industry of China is still at the development stage and is in need of mature processing technologies and
advanced production technologies required in the production and manufacturing process of PC units.
Under the favorable situation of macro environment, the entire prefabricated concrete building industry
is expected to experience explosive increase nationwide, of which PC equipment and equipment
manufacturers are expected to undergo an intergenerational upgrade in terms of production efficiency,
product quality and customized production.

Market Development Trend of PC Equipment in China

Intelligent manufacturing: More advanced technologies such as big data, cloud computing,
and the industrial IoT will be incorporated in the future to better realize the concept of industrial
informationization and intelligent manufacturing, so as to fully optimize the objectives and improve
production efficiency in PC units production.
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Integrated service solutions: To better serve the downstream market, the PC equipment and
equipment manufacturing industry are transiting from traditional sales of machinery alone to the
provision of integrated service solutions. Appreciating the importance of intelligent manufacturing in
capacity expansion of PC equipment, PC equipment providers are actively providing the market with
services related to PC equipment. Equipment providers who can provide integrated comprehensive
services online and offline, with a combination of software and hardware, are expected to possess
stronger market competitiveness.

Raw Material Prices of PC Equipment

For PC unit production lines manufacturers, since PC equipment is assembled after being
procured from machinery production factories, the changes of manufacturing cost of PC unit
production lines are influenced by the changes of sales price of upstream machinery, which in turn is
affected by fluctuations in the cost of major raw materials such as steel.

Annual average price index of steel, China, 2013-2018

2013 2014 2015 2016 2017 2018
Steel .. ..o 1029 920 668 751 107.6 1148

Note: Global CRU steel price index (CRUspi), April 1994=100.
Source: China Iron and Steel Association, Frost & Sullivan

Market Share of Major Companies in the Market of PC Equipment

In 2018, the Group was the largest participant in the market of PC equipment in China in terms
of revenue, with a market share of 38.3%. Other major participants included Sany Group, Hebei
Xindadi, Germany Ebawe, and Shandong Tianyi Machinery. The PC equipment market is relatively
concentrated, with the market share of the top five market participants in 2018 being 61.8%.

Market shares of major participants in the PC equipment market in terms of revenue in China,
2018
Total revenue = RMB4,105.9 million

Ranking Company Name Revenue Market

(RMB million) share

:_ 1 The Group 1,572.3 383% |
38.2% 2 Company E 455.0 11.1%
3 Company F 250.0 6.1%
2.6%
4 Company G 150.3 3.7%
5 Company H 107.8 2.6%
- The Group Company G
Bl compony e Company H Others 1,570.4 38.2%
B compry [ ot Total market size 4,105.9 100.0%

Note: Revenue from sales of the Group to its associates is calculated based on the total amount of equipment.
Source: Frost & Sullivan
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Worldwide, in terms of relevant revenue from PC unit manufacturing and PC equipment
manufacturing in 2018, the three largest prefabricated construction service providers which engage in
both PC unit manufacturing and PC equipment manufacturing business, are the Group (RMB3.5
billion), Company A (RMB 2.0 billion) and Company I (RMB1.1 billion).

Entry Barriers and Elements of Success for the Market of PC Equipment

Technology: The production process of PC units includes purchasing materials, molding,
reinforcement, pouring, compaction, insulation, maintenance and demoulding of finished products. As
integration of various systems and equipment is required to achieve synergy, manufacturers of PC
equipment must master relevant technologies of central control system, which is the core of the entire
equipment. Technology directly determines the reliability, production efficiency and production yield
of the production equipment. However it is difficult for new industry participants to develop good
technological and technical capabilities in a short period of time.

Experience: In general, when PC unit manufacturers (especially state-owned manufacturers)
initiate a bidding on the production equipment, respective manufacturers’ historical sales records of PC
equipment and the performance of PC equipment will be key factors when determining winner of the
bid. Therefore, it will be more difficult for new participants in the industry to win the bids as compared
to existing participants in the industry due to the lack of experience of new participants in the industry.

Brand and customer relationship: Leading brands of PC equipment have established their own
customer networks and sales channels in the PC unit market. Moreover, major PC unit manufacturers
in the market tend to purchase production equipment repetitively from manufacturers of PC equipment
with past cooperative relationships. It is often difficult for new players to conduct business in the
market due to the lack of recognized brand reputation and stable customer relationships.

Seasonality Analysis of PC Units and PC Equipment Markets

The PC units and PC equipment markets are affected by seasonality. Workforce shortage
generally occurs during the Chinese New Year’s holiday, and cold weather negatively impacts the
construction activity. Consequently, the new floor area of construction projects in the first quarter is
generally at the lowest level in the entire year, which results in lower market demand of PC units. PC
equipment market may also experience longer lead time and delay in installation and commissioning
due to the Chinese New Year’s holiday and cold weather. Therefore, it is an industry norm that the
quarterly revenue of PC unit manufacturing and PC equipment manufacturing business is at a relatively
lower level during such parts of the year.

OVERVIEW OF OVERSEAS CONSTRUCTION MARKETS

Construction industrialization has a longer development history in developed regions such as
Europe and the United States, where sound industry standards and norms have been gradually
established with a high degree of development of construction industrialization.

Among the European countries, the prefabricated concrete building market in Germany and
Northern European countries such as Sweden, Norway and Denmark are relatively mature, which is
attributable to the support from energy efficiency policies of local governments and the rapid
development of local construction industrialization technology. In 2018, the total sales value of
prefabricated villas in Germany and Northern Europe (including Sweden, Norway and Denmark) were
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around EUR4.8 billion and EUR3.4 billion, respectively, and the CAGRs from 2013 to 2018 were
5.3% and 6.5% for Germany and Northern Europe, respectively. The constant increase of construction
demand and the developed prefabricated construction markets in Germany and the North Europe
countries create opportunities for constructors in Poland which is adjusted thereto. At the same time,
due to manpower shortages and rising prices of construction materials in recent years, Poland began to
focus on the development of local prefabricated concrete buildings and gradually transition from
simple and temporary prefabricated buildings to prefabricated hotels, houses, and public facilities. In
Asia, the prefabricated building market in Singapore is relatively developed. In 2018, the prefabricated
residential buildings accounted for more than 70% of the total new residential buildings.
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Overview

Our history can be traced back to April 30, 2006. We were established as a limited liability
company by Chairman Zhang in Changsha, Hunan Province, the PRC. On December 10, 2015, our
Company was converted into a joint stock limited company, and the company name was changed from
“Changsha Broad Homes Industrial Group Limited (R AT LEEBARAF)” to “Changsha
Broad Homes Industrial Group Co., Ltd. (12 K2 T3EE A BRA ).

Chairman Zhang, our founder, has over 20 years of experience in the field of construction
industrialization.

Milestones

The milestone events in our development history since our establishment in 2006 are
summarized as follows:

Year Events

2007  We were named as National Housing Industrialization Bases (% {175 2L 3 1) by the MOC;

2008  We released the signature project adopting our fourth-generation technology: Lu Yuan (& [#);

2013  We were honored with the Elite Science and Technology Award ({§Fi#H 25 1li4€) granted by the Elite
Science and Technology Award Committee (4 i FHEF A 52 58 B 25 B €);

2014  We released the fifth-generation technology;
2015  We released the sixth-generation technologys;

2015  We implemented the Broad Homes United Program and expanded the network across the country and
part of our overseas network;

2016  We received the Subcategory of International Carbon-Value Award-Ecological Practice Award (2 [ fi%
Ao TEAE—/E BT B84%) granted by the World Economic and Environmental Conference;

2017  We were named as one of the National Prefabricated Building Industrialization Bases
(B 5% S Pl B 5 263 ) by the MOHURD;

2018  Our wholly-owned factories and Joint Factories covered approximately 100 cities in China;

2018  We ranked No. 1 among the “First-Choice Brands” in prefabricated construction in the selection of first
choice brands of China’s top 500 real estate developers organized by China Real Estate Association and
China Real Estate Appraisal Center;

2018  We were selected for the Pilot Demonstration Project of Intelligent Manufacturing 2018 (2018% fig #d &
e R FEIE H ) by the MIIT;

2018  We launched PC Maker I; and

2019  We continued to rank No. 1 among the “First-Choice Brands” in prefabricated construction in the
selection of the first choice brands of China’s top 500 real estate developers organized by China Real
Estate Association and China Real Estate Appraisal Center.

Establishment of our Company and major changes in shareholdings

(1) On April 30, 2006, Chairman Zhang and Ms. Liu established the Company with a
registered capital of RMB255,000,000. The capital contributions subscribed by
Chairman Zhang and Ms. Liu accounted for 90% and 10% of the then registered capital of
the Company, respectively.

(2) From January 2008 to April 2013, there were several changes in the shareholding structure
of the Company, including but not limited to the transfer of the entire equity interests in
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the Company directly held by Ms. Liu to Chairman Zhang, and the transfer of a portion of
the equity interests in the Company directly held by Chairman Zhang to Broad Lingmu,
Dazheng Investment and Daxin Investment, respectively. On April 24, 2013, the capital
contributions subscribed by Chairman Zhang, Broad Lingmu, Dazheng Investment and
Daxin Investment accounted for 53.70%, 36.30%, 3.92% and 6.08% of the then registered
capital of the Company, respectively. As at the Latest Practicable Date, Broad Lingmu
was a company wholly owned by Chairman Zhang whose principal business was
investment holding, and Dazheng Investment and Daxin Investment were the Company’s
employee stock ownership platforms whose sole businesses were holding equity interests
in the Company (for details, please refer to “—Equity incentives in our history”).

(3) On July 12, 2013, the registered capital of the Company increased to RMB285,770,000 as
a result of the introduction of certain pre-IPO investors.

(4) From December 2013 to January 2015, Broad Lingmu transferred a portion of its equity
interests in the Company to certain pre-IPO investors.

(5) On December 10, 2015, the Company was converted into a joint stock limited company
and changed its company name from “Changsha Broad Homes Industrial Group Limited
(BRWEAAE TEEMARAF)” to “Changsha Broad Homes Industrial Group Co., Ltd.
(R RAE T T B ABRA A])”.

(6) On December 27, 2017, the registered capital of the Company increased to
RMB304,670,000 as a result of the introduction of certain pre-IPO investors.

(7) On March 28, 2019, the registered capital of the Company increased to RMB365,604,000
as a result of bonus issue by way of conversion of capital reserve in the proportion of
2 bonus Shares for every 10 existing Shares held by a shareholder of the Company.

For details of capital increases and transfer of equity interests mentioned in paragraphs (3), (4)
and (6) above, please refer to “—Pre-IPO Investments”.

Our prior listing and subsequent delisting
Quotation on the NEEQ

The quotation of the Shares (stock code: 837715) on the NEEQ commenced from June 15,
2016 by way of agreement transfer.

Termination of quotation on the NEEQ

On March 13, 2017, the then Shareholders approved the resolution to terminate the quotation of
the Shares on the NEEQ.

Our Company applied for the termination of quotation on the NEEQ on March 16, 2017, which
became effective from April 10, 2017.

During the quotation period of the Shares on the NEEQ, no trading of our Shares had actually
been conducted on the NEEQ.
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Compliance during quotation period on the NEEQ
Our Directors confirmed, to their knowledge and belief, that:

(a) during the quotation period of the Shares on the NEEQ (i.e. from June 15, 2016 to
April 10, 2017):

(i) our Company had been in compliance in all material respects with all applicable laws
and regulations, including Business Rules of the National Equities Exchange and
Quotations System (for Trial Implementation);

(ii)) our Company had not been subject to any disciplinary action brought by any relevant
law enforcement authority or regulatory authority; and

(b) there are no other matters in relation to the prior quotation of the Shares on the NEEQ by
the Company that need to be brought to the attention of the Hong Kong Stock Exchange or
our Shareholders.

Reasons for termination of quotation on the NEEQ and listing on the Hong Kong Stock Exchange

During the quotation period, the trading activity, equity liquidity and brand awareness of our
Shares on the NEEQ failed to meet our expectation. Having taken into account our operation demands
and long-term development plan, to further expand and consolidate resource channels and enhance
financing efficiency, we terminated the quotation of the Shares on the NEEQ. We further considered
that, for enhancing our international profile and accessing a wider range of international investors and
the global market, Hong Kong is a more suitable venue for the listing of our Shares.

Equity incentives in our history

In April 2008, Chairman Zhang and Dazheng Investment entered into an equity transfer
agreement, pursuant to which Chairman Zhang agreed to transfer his equity interests in the Company
representing an amount of RMBI10 million at that time to Dazheng Investment. In April 2013,
Chairman Zhang and Daxin Investment entered into an equity transfer agreement, pursuant to which
Chairman Zhang agreed to transfer his equity interests in the Company representing an amount of
RMB15.5 million at that time to Daxin Investment. As at the Latest Practicable Date, Dazheng
Investment and Daxin Investment held approximately 3.28% and 5.09% in the share capital of the
Company, respectively, and all of the Shares held by Dazheng Investment and Daxin Investment came
from the aforementioned transfers of equity interests by Chairman Zhang.

Dazheng Investment and Daxin Investment are the Company’s employee stock ownership
platforms. In addition to Chairman Zhang, all other shareholders of Dazheng Investment and all of the
limited partners of Daxin Investment are employees or previous employees of the Group (the
“Incentive Employees”). For details, please refer to the notes to “—Shareholding structure of our
Company”.

On December 29, 2014, each of the Incentive Employees entered into an indirect shareholding
agreement (the “Agreement”) with Dazheng Investment, Daxin Investment and the Company. Set out
below are the summarized major terms under the Agreement:

(a) The term of service of an Incentive Employee in the Company shall continue until three
years after the proposed listing of the Company commencing from the execution date of
the Agreement, or (where the Company fails to be listed within three years from the
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execution date of the Agreement) continue until five years after the execution date of the
Agreement (the “Employment Term”);

(b) If an Incentive Employee ceases to serve in the Company due to personal reasons (except
for serious illnesses or work injury) or termination legally made by the Company pursuant
to the agreed circumstances during the Employment Term, he shall transfer his interests in
Dazheng Investment and/or Daxin Investment to other persons designated by the
Company at a consideration of RMB1 or a price agreed by Chairman Zhang. The
consideration for such transfer and the gains previously accrued from such interests in
Dazheng Investment and/or Daxin Investment during the Employment Term shall belong
to Chairman Zhang; and

(c) An Incentive Employee shall not transfer any of his interests in Dazheng Investment and/
or Daxin Investment without prior written consent of the Company (except for the
circumstances of paragraph (b) above). Upon expiration of the Employment Term, an
Incentive Employee is entitled to freely dispose of the interests of the Company that he
holds through Dazheng Investment and/or Daxin Investment, and Dazheng Investment and
Daxin Investment shall provide necessary assistance to facilitate such disposal.

Certain Incentive Employees are our Directors. For details, please refer to Note 8 and Note 29
to the section headed “Appendix [—Accountants’ Report” and the section headed “Appendix VIII—
Statutory and General Information— C. Further Information about Directors, Supervisors, Chief
Executive and Substantial Shareholders— 4. Disclosure of Interests of Directors and Supervisors”.

Pre-IPO Investments
1. Overview

As mentioned in the part headed “Establishment of our Company and major changes in
shareholdings”, our Company had introduced the pre-IPO investors (the “Pre-IPO Investors”)
primarily through capital increases and transfer of equity interests by an existing Shareholder (i.e.
Broad Lingmu) during the period from 2013 to 2017, which is summarized in the tables below:

The Company made a bonus issue by way of conversion of capital reserve in the proportion of
2 bonus Shares for every 10 existing Shares held by a shareholder of the Company on March 28, 2019.
As such, the number of the Shares held by a Pre-IPO Investor shown in the tables below was increased
on a pro rata basis upon completion of such bonus issue.
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2. Background and shareholdings of the Pre-IPO Investors

Set out below are the backgrounds of the Pre-IPO Investors and their shareholdings in our
Company as at the Latest Practicable Date and immediately upon completion of the Global Offering
(assuming that the Over-allotment Option is not exercised):

Shareholdings in the
Company upon
completion of Global
Shareholdings in  Offering (assuming
the Company as no exercise of the
at the Latest Over-allotment
Practicable Date Option)
Pre-IPO Investors (%) (%) Background of the Pre-IPO Investors

Dingxinrixin 1.48 1.11 A private equity investment fund filed with the
Asset Management Association of China,
established on May 9, 2013 and its principal
business includes equity investment
management, investment consultation service

Shanghai Xinji 2.07 1.55 A private equity investment fund filed with the
Asset Management Association of China,
established on May 13, 2013, and its principal
business includes venture capital, industrial
investment, investment management and
investment consultation

Shanghai Hanlin 0.89 0.66 A private equity investment fund filed with the
Asset Management Association of China,
established on June 3, 2010, and its principal
business includes venture capital, industrial
investment, investment management and
investment consultation

Gaoxin Huineng 0.98 0.74 A private equity investment fund filed with the
Asset Management Association of China,
established on May 3, 2013, and its principal
business includes venture capital through self-
owned assets, acting as agents for other
venture capitals or individual venture capital
businesses, venture capital consultation
services, provision of venture management
services for venture enterprises

Longteng Bafang 1.04 0.78 An investment company, established on
November 10, 2010, and its principal business
includes enterprise management, industrial
investment, investment management, asset
management, real estate development, hotel
management, property management, interior
renovation, design, investment consultation,
corporate marketing planning, corporate image
planning, landscaping construction
engineering, renting of self-owned facility,
warehouse services, etc.

Zhou Bin 1.06 0.80 Mr. Zhou Bin is the spouse of Ms. Shi
Donghong, a Director of the Company.
Therefore, he is a connected person of the
Company.
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Shareholdings in the
Company upon
completion of Global
Shareholdings in  Offering (assuming
the Company as no exercise of the
of the Latest Over-allotment
Practicable Date Option)
Pre-IPO Investors (%) (%) Background of the Pre-IPO Investors

Yang Lixin 0.98 0.74 —

Yuanzhi Fuhai 6.95 5.21 A private equity investment fund filed with the
Asset Management Association of China,
established on December 23, 2014, and its
principal business includes equity investments,
trusted asset management, investment
consultation and financial consultation

Mr. Zhang Quanxun, a Director of the
Company, controls one of the general partners
of Yuanzhi Fuhai. Therefore, Yuanzhi Fuhai is
a connected person of the Company.

Shanghai Yongjun 1.16 0.87 A private equity investment fund filed with the
Asset Management Association of China,
established on December 25, 2014, and its
principal business includes equity investments,
investment consultations, equity investment
management and financial consultation

Shenzhen Meitou 1.57 1.18 An equity investment company, established on
April 16, 2008, and its principal business
includes venture capital investment business,
acting as agents for other venture capital
investment enterprises or individual venture
capital businesses, venture capital investment
consultation business, provision of venture
management services for venture enterprises

Xiangjiang Haijie 1.87 1.41 A private equity investment fund filed with the
Asset Management Association of China,
established on March 3, 2017, and its principal
business includes equity investments through
self-owned capital, venture capital investment,
venture capital investment consultation
business, and acting as agents for other venture
capital investment enterprises or individual
venture capital investment businesses

Fuyang Shangjiu 1.40 1.05 A limited partnership of equity investment,
established on December 12, 2017, and its
principal business includes equity investments,
investment management and asset
management services

Broad Lingmu, a company wholly-owned by
Chairman Zhang, controls approximately
99.33% partnership interest of Fuyang
Shangjiu. Mr. Zhou Bin, the spouse of Ms. Shi
Donghong (an executive Director), is the
general partner of Fuyang Shangjiu. Therefore,
Fuyang Shangjiu is a connected person of the
Company.
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Shareholdings in the
Company upon
completion of Global
Shareholdings in  Offering (assuming

the Company as no exercise of the
of the Latest Over-allotment
Practicable Date Option)
Pre-IPO Investors (%) (%) Background of the Pre-IPO Investors
Friendship Apollo 0.66 0.49 A company listed on the Shenzhen Stock

Exchange (stock code: 002277), established on
June 7, 2004, and its principal business
includes merchandise retailing and relevant
ancillary services, investments, operations, and
management of hospitality, catering, leisure
entertainment business

Changsha Jiuwo 0.66 0.49 A private equity investment fund filed with the
Asset Management Association of China,
established on December 21, 2017, and its
principal business includes unlisted equity
investment activities and relevant consultation
services

Peng Xingni 0.47 0.35 —

Xinyu Dongxi 0.34 0.26 A private equity investment fund filed with the
Asset Management Association of China,
established on December 5, 2017, and its
principal business includes venture capital,
investment management, and investment
consultations

Kong Jianguo 0.28 0.21 —
Wang Yongxian 0.21 0.16 —

Caixin Fund 0.18 0.14 An equity investment management company,
established on January 17, 2001, and its
principal business includes trusted
management of private asset fund and equity
investment fund, trusted asset management,
investment management, venture capital
investment, equity investment

Jiuyi Tongfu 1.90 1.42 A private equity investment fund filed with the
Asset Management Association of China,
established on June 26, 2018, and its principal
business includes engaging in non-listing
equity investment activities and relevant
consultation services

Hong Yefan 0.23 0.17 —

Zhongche Shidai 0.12 0.09 A private equity investment fund filed with the
Asset Management Association of China,
established on December 27, 2016, and its
principal business includes venture capital
investment, private equity investment, venture
capital investment consultation businesses,
provision of venture management services for
venture capital enterprises
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Shareholdings in the
Company upon
completion of Global
Shareholdings in  Offering (assuming

the Company as no exercise of the
of the Latest Over-allotment
Practicable Date Option)
Pre-IPO Investors (%) (%) Background of the Pre-IPO Investors
Yinghe Shengdao 0.11 0.09 A private equity investment fund filed with the

Asset Management Association of China,
established on May 18, 2018, and its principal
business includes engaging in unlisted equity
investment activities and relevant consultation
services

Mr. Zhou Bin, the spouse of Ms. Shi
Donghong (an executive Director) controls
30% interests of Yinghe Shengdao. Therefore,
Yinghe Shengdao is a connected person of the
Company.

As stated above, each of Mr. Zhou Bin, Yuanzhi Fuhai, Yinghe Shengdao and Fuyang Shangjiu
is our connected person. All other Pre-IPO Investors are the Independent Third Parties.

According to the Company Law, the Pre-IPO Investors shall not transfer their Shares in our
Company within one year from the Listing Date. Save as disclosed above, no other lock-up obligations
under any agreements had been imposed upon the Pre-IPO Investors in respect of their holding of
Shares of our Company upon Listing.

3. Special rights of the Pre-IPO Investors

Certain Pre-IPO Investors had been granted certain special rights relating to our Company,
including but not limited to the director nomination right, information right, anti-dilution terms,
performance compensation and undertakings, and share repurchase terms. As of the Latest Practicable
Date, our Company had entered into supplemental agreements with each of these Pre-IPO Investors,
pursuant to which, each of these Pre-IPO Investors agreed that terms of special rights shall be
terminated upon Listing, to ensure such investors would not enjoy any special rights that are not
available to our other Shareholders at the time of Listing.

4. Public float

Apart from Mr. Zhou Bin, Yuanzhi Fuhai, Yinghe Shengdao and Fuyang Shangjiu who are
connected persons of the Company, other Pre-IPO Investors are independent from the Group and our
connected persons, and after Listing, the Shares held by those independent Pre-IPO Investors will be
counted into the public float of the Company.

5. Confirmation of Joint Sponsors

On the basis that (i) the consideration for the 2013 Capital Increase, the Equity Transfer by
Broad Lingmu and the 2017 Capital Increase was settled more than 28 clear days before the date of our
first submission of the Listing application to the Hong Kong Stock Exchange; and (ii) the special rights
granted to the Pre-IPO Investors will not survive Listing, the Joint Sponsors confirm that, the 2013
Capital Increase, the Equity Transfer by Broad Lingmu and the 2017 Capital Increase are in
compliance with the Interim Guidance on Pre-IPO Investments issued by the Hong Kong Stock
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Exchange in October 2010 and updated in March 2017, the Guidance Letter HKEx-GL43-12 issued by
the Hong Kong Stock Exchange in October 2012 and updated in July 2013 and March 2017, and the
Guidance Letter HKEx-GL44-12 issued by the Hong Kong Stock Exchange in October 2012 and
updated in March 2017.

Post Track Record Period Acquisition

On July 1, 2019, the Company entered into an investment cooperation agreement (the
“Agreement”) with Cize Holding Limited (“Cize”), pursuant to which, among other things, the
Company agreed to acquire 35% equity interest of Industrial Park Grdjec sp. z o0.0. (the “Target
Company”) from Cize provided that the Target Company will become the owner of the Land (as
defined below) (the “Post Track Record Period Acquisition™).

The consideration for the Post Track Record Period Acquisition is PLN6.48 million (equivalent
to approximately RMB11.81 million based on the exchange rate of PLN1.00 to RMB1.8235 for
illustration purpose only, the exchange rate of which is applied in calculating the equivalent amount in
RMB in this section) plus the interest accrued thereof which will be calculated at the rate of 8% per
annum starting from the date of the Land Acquisition (as defined below). Such consideration is
determined by the parties upon arm’s length negotiations with reference to the total consideration for
the Land Acquisition and the Company’s shareholding in the Target Company upon completion. The
Company proposes to use the proceeds from the Global Offering to pay the consideration.

The obligations of the Company under the Agreement are subject to the Land Acquisition. The
Target Company shall purchase a land parcel (the “Land”) in Poland with a site area of 400,000 sq.m
near the town of Grojec (Masovian Voivodship) (the “Land Acquisition”) for a consideration of
PLNI18.5 million (equivalent to approximately RMB33.74 million). The Land would be used for
construction of a factory for prefabricated, concrete materials and products. The Land Acquisition is
expected to be completed by the end of 2019.

Subject to the fulfillment of the aforesaid condition precedent, the Company shall be obliged to
conduct the Post Track Record Period Acquisition within one month after the Listing Date or
December 31, 2019, if the Company fails to complete the Listing by 2019.

Upon completion, assuming that there is no other change in the share capital of the Target
Company, the Company and Cize will hold 35% and 65% equity interest in the Target Company,
respectively, and the Target Company will not be consolidated as a subsidiary into the consolidated
accounts of the Company.

The Target Company is a limited liability company incorporated on June 17, 2019 in Poland
with a total registered capital of PLNO.1 million (equivalent to approximately RMBO.18 million),
which was 100% owned by Cize at the time of signing the Agreement. Apart from the Land to be
acquired, the Target Company does not possess any substantial assets nor does it carry out any
substantial business as at the Latest Practicable Date.

To the best of the Directors’ knowledge, information and belief having made all reasonable
enquiry, Cize and its ultimate beneficial owners are Independent Third Parties. Cize is an investment
company incorporated in Hong Kong. Its ultimate beneficial owners are Ms. Jin Yi (“Ms. Jin”) and
Mr. Zeng Xiaohui (“Mr. Zeng”). Each of Ms. Jin and Mr. Zeng is a businessman having major
business in logistics, sourcing, marketing, consulting, investment and real estate development in
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Poland. Based on the information provided by Mr. Zeng and Ms. Jin, they as the ultimate beneficial
owners primarily held the following companies conducting businesses in Poland:

(@) VERSHOLD POLAND SP. Z O.0. principally engages in import and export business and
supply chain management. For the year ended December 31, 2018, its revenue amounted
to PLN471.59 million (equivalent to approximately RMB859.94 million) and its total
assets were approximately PLN120.70 million (equivalent to approximately RMB220.10
million) as of December 31, 2018;

(b) ATHLETIC MANAGEMENT SP. Z O.O. principally engages in commercial real estate
business and consulting services. For the year ended December 31, 2018, its revenue
amounted to PLN0.59 million (equivalent to approximately RMB1.08 million) and its total

assets were PLN1.26 million (equivalent to approximately RMB2.30 million) as of
December 31, 2018,;

(c) ATHLETIC MANAGEMENT SP. Z 0.0. S.K.A. principally engages in commercial real
estate business. It held a parcel of land with a site area of 4,986 sq.m. in Legnica, Poland
for construction use. For the year ended December 31, 2018, its revenue amounted to
PLN1.20 million (equivalent to approximately RMB2.19 million) and its total assets were
PLNS5.23 million (equivalent to approximately RMB9.54 million) as of December 31,
2018; and

(d) CHINA GREEN ENERGY SP. Z 0.0. S.K.A. principally engages in commercial real
estate business. It held three parcels of land in different cities in Poland for agriculture use,
namely, a parcel of land in Ruda Biataczowska with a site area of 390,200 sq.m., one in
Koryciska with a site area of 197,000 sq.m. and one in Ruciane Nida with a site area of
14,139 sq.m. It did not generate revenue for the year ended December 31, 2018 and its
total assets were PLN2.63 million (equivalent to approximately RMB4.80 million) as of
December 31, 2018.

As far as the Company is aware, save as the Post Track Record Period Acquisition, neither Mr.
Zeng or Ms. Jin has any past or present relationship with the Company and its subsidiaries, their
shareholders, directors and senior management or any of their respective associates.

Cize is mainly engaged in holding shares of foreign companies performing various business
activities and the Target Company is mainly engaged in preparation for acquiring the Land. After
acquiring 35% equity interest in the Target Company, the Company will cooperate with Cize and the
Target Company to build a factory on the Land and operate prefabricated construction business in
Poland. The parties will separately negotiate on the business cooperation of the Target Company in due
course.

The Company believes that the investment in the Target Company is a stepping stone for the
Group to promote its technological advantages overseas. Through its investment, the Company is able
to seize the potential growth of prefabricated construction industry in Poland, where tremendous
housing demand and supportive government policies are already in place. In the long run, the
Company plans to leverage on this investment to enhance its reputation and market influence in
developing countries in Europe. The Land is with moderate sales price and well-served by
transportation. It is also in close proximity to Warsaw, the capital city of Poland with huge demand for
housing. By acquiring the Land, the Target Company is able to conveniently access to substantial
prefabricated construction market demand nearby.
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Our Company (i) has applied to the Hong Kong Stock Exchange for, and the Hong Kong Stock
Exchange has granted us, a waiver from strict compliance with Rules 4.04(2) and 4.04(4) of the Hong
Kong Listing Rules; and (ii) has applied to the SFC for, and the SFC has granted us, a certificate of
exemption pursuant to section 342A(1) of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance from strict compliance with paragraph 32 of the Third Schedule to the Companies (Winding
Up and Miscellaneous Provisions) Ordinance. For details, please refer to the section headed “Waivers
from Strict Compliance with the Hong Kong Listing Rules and Exemption from Strict Compliance
with the Companies (Winding Up and Miscellaneous Provisions) Ordinance—Waiver and Exemption
in Relation to the Post Track Record Period Acquisition.”

Subsidiaries

As at the Latest Practicable Date, the Company’s subsidiaries were all wholly-owned
subsidiaries. Set out below are the principal business and date of establishment and commencement of
operation of each of the subsidiaries of the Company:

Date of establishment and
commencement of operation

September 21, 1994

Name of subsidiaries Principal business

Hunan Broad Engineering Undertaking construction works within the PRC

Design Co. Ltd.* (Wi Ak L
FEaatA R )

Hunan Broad Construction
Industrial Co., Ltd.* (#lrg%
KETIARARA )

Ningxiang Broad Homes
Industrial Co., Ltd.* (ZE4f#=
KAELEARRAR)

Xiangtan Broad Homes
Industrial Co., Ltd.* (&%
KB LERRAR)

Yueyang Broad Homes
Industrial Co., Ltd.* (FFi
KRAEETIEARRA )

Changsha Broad Homes
Industrial Anhui Co., Ltd.*
(RUERAETELZRAR

)

Changsha Broad Homes
Industrial (Jiangsu) Co.,
Ltd* (RUEKMETITHE (L
k) HBRAT)

and abroad, and design, consultation and

services of construction material projects;
design and layout printing of interior and
exterior decorations.

Undertaking housing construction works and
related sub-contracted works; research,
development and application of housing
industrialization technology and construction
methods; fabrication construction works
training and consultation services, etc.

Housing industrialization technology, research
and development and production of related
products, etc.

Housing industrialization technology, research
and development and production of related
products, and investment in sanitary wares
industry, storage industry and transportation
industry.

Housing industrialization technology, research
and development, production and consultation
services of related products, and investment in
sanitary wares industry, storage industry and
transportation industry, etc.

Production and sales of precast concrete
housing components; concrete mixing and
processing; technology development and
consultation services of new construction
materials, housing industrialized products and
components.

Housing industrialization technology, research
and development, production and sales of
related products, etc.
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Name of subsidiaries

Broad Homes Industrial
(Tianjin) Co., Ltd.* ( # K fE
ETE (RKE) ARAFA)

Broad Homes Industrial
(Hangzhou) Co., Ltd.* ( # X
FETE BM) HRAA)

Broad Homes Industrial
(Shanghai) Co., Ltd.* (&K
FETE (Liff) ARAR)

Hunan Broad Construction
Industrial Technology Labor
Services Co., Ltd.* (WimgiE Kk
LR 2515 PR D)

Chenzhou Broad Homes
Industrial Co., Ltd.* (%2
KEETEARAFA)

Changsha Broad Bathroom Co.,
Ltd.* (RUE KBRS E AR

2x)

Guangzhou Broad Homes
Industrial Co., Ltd.* (&%
KB LERRAT)

Changsha Broad Homes
Industrial Fuyang Co., Ltd.*
(RUERATLERGAR

2x)

Lu’an Broad Homes Industrial
Co., Ltd.* ONZERKEETE
AR

Principal business

Date of establishment and
commencement of operation

Production and sales of construction
components or materials such as precast
concrete, construction materials and metal
structures (except smelting); housing
industrialization technology, technology
development, transfer and consultation services
of new materials, etc.

Housing industrialization technology; research
and development, production and sales of

related products; production, sales, technology
development, technology services, technology
consultation and technology transfer of precast
concrete and precast concrete components, etc.

Housing industrialization technology, research
and development and sales of related products,
and engaging in the processing and production
of precast concrete, etc.

Subcontracting construction labor services;
leasing of construction machinery and
equipment; construction consultation.

Housing industrialization technology, research
and development, production and consultation
services of related products, and investment in
projects in sanitary wares industry, storage
industry and transportation industry, etc.

Research and development of bathroom and
latest environmental composite materials;
production of bathroom, environmental
protection materials and latest environmental
composite materials, etc.

Manufacturing of cement products and
concrete; production of precast concrete;
production of construction samples; production
of sanitary pottery products; production of
lightweight construction materials; production
of cement and concrete decorations.

Production and sales of precast concrete
housing components; concrete mixing and
processing; technology development and
consultation services of new construction
materials, housing industrialized products and
components.

Production and sales of precast concrete
housing components; concrete mixing and
processing; technology development and
consultation services of new construction
materials, housing industrialized products and
components.
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Name of subsidiaries

Changsha Broad Homes
Intelligent Technology Co.,
Ltd.* (R K AE TR RERHE
A BRAF])

Beijing Parallel System
Information Technology Co.,
Ltd. CFT RS (dtx) FE
P A FR 2 7))

Broad Homes Industrial
(Nanjing) Co., Ltd.* (3K
ETE (Mm) ARATR)

Hefei Broad Homes Industrial
Co., Ltd.* (B KEETE
AR

Maanshan Broad Homes
Industrial Co., Ltd.* (F#;1L
ERAETEARAF)

Wuhan Broad Homes Industrial
Co., Ltd.* (EE AN FEETE
AR

Changsha Broad Module
Technology Co., Ltd.* (B
T REIERH A IR A )

Shenzhen Broad Homes
Industrial Co., Ltd.* (VEYIlz
KEETEARAA)

Huizhou Broad Homes
Industrial Co., Ltd. (B K
FEETEARAFA)

Hunan Broad Homes Intelligent
Equipment Co., Ltd.* (i Ei %
KAE TR e A IR A T)

Changsha Parallel Digital
Technology Co., Ltd.* (B
AT RHCA PR AD)

Principal business

Date of establishment and
commencement of operation

Research and development and transfer of
intelligent technology; development of
application software; sales of computer
software, computer peripherals, products and
system of information centers; related services
such as software technology services.

Technological promotion services; application
and software services; software development;
computer information services; data processing.

Housing industrialization technology, research
and development, production and sales of
related products, etc.

Production and sales of precast concrete
housing components; concrete mixing and
processing; technology development and
consultation services of new construction
materials, housing industrialized products and
components.

Production of precast concrete, etc.

Production of PC units, etc.

Technological promotion services, etc.

Production of PC units, etc.

PC unit manufacturing

Manufacturing and sales of intelligent
equipment, electromechanical equipment and
engineering machinery; research and
development and consultation services of IoT
technology, etc.

Digital services; IoT technology services;
information technology consultation services;
software development; data collection and
processing, etc.
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OVERVIEW

We are the pioneer and leader in the industrialization of construction industry in the PRC.
Leveraging on our strong technology capability accumulated throughout years and continuous
innovation, research and development efforts, we have become a platform to provide comprehensive
solutions of industrialization of construction industry in China, which comprise globalized, scalable,
professionalized and intelligent manufacturing of prefabricated buildings and services.

We are committed to establishing a digitized system covering the entire industry chain of
construction in which various elements of the industry chain can be defined and the entire construction
process, from design and manufacturing to construction, operation and maintenance, can be simulated
in the cyber space by adopting information technology. Such process determines the variables in the
construction process, and is driven by data through [oT to guide the operation and implementation of
construction process in the physical space. Through bridging the gap between construction industry
and industrialized operation, we have transformed the traditional scattered construction industry, which
relies on handcrafts of workers, into modern industrialized manufacturing, which is intensive and
efficient. Moreover, together with other market players along the industry chain, we have formulated
standards of construction industrialization to establish an industry ecosphere.

We were the largest prefabricated construction service provider in the world equipped with
capabilities in both PC unit manufacturing and PC equipment manufacturing in terms of revenue in
2018. We were the largest PC unit manufacturer in the PRC in terms of revenue in 2018 with a market
share of 13.0%, and the largest PC equipment manufacturer in the PRC in terms of revenue in 2018
with a market share of 38.3%, according to Frost & Sullivan. In 2018, the construction areas of our
newly-signed contracts accounted for 63.8% and 13.5% of the total new floor areas of prefabricated
buildings in Hunan Province and Eastern China, respectively. As of April 30, 2019, we had 15 wholly-
owned PC factories and contracted to invest in 85 Joint Factories, covering 100% (in terms of number)
of cities with GDP over RMB1,000 billion in 2018 and 65% (in terms of number) of cities with GDP
over RMB100 billion in 2018 across China. As of the end of 2018, the total production capacity of our
wholly-owned PC factories and Joint Factories was approximately 5.3 million cubic meters, accounting
for approximately 16.1% of the overall production capacity of the PC unit market in China. We are
capable of developing the whole set of PC equipment and conducting overall planning for the
construction of PC unit manufacturing factories.

We were the first in the industry to possess a technology system covering the entire industry
chain with proprietary intellectual property. Early in 1996, our founder and management team entered
the field of construction industrialization. We were also among the first batch of enterprises having
been named as National Housing Industrialization Bases (HZR{ETE¥(bHH), and the only
prefabricated construction enterprise having been selected for the Pilot Demonstration Project of
Intelligent Manufacturing 2018 (2018 gl E/R#HH) by the MIIT. With over 20 years of
experience of our management team in the industry, we have formed partnership with eight of the top
10 real estate developers (in terms of saleable area in 2017 according to Frost & Sullivan) and six of
the top 10 construction companies (in terms of aggregate amount of contract value in 2017 according
to Frost & Sullivan). We have supplied PC units to several landmark projects in China as follows:

»  Changsha Yanghu Lantian Low-income Housing Project (Vb7 iIEE KRR (L HE),
the largest prefabricated building project in terms of total construction areas in China, in
2012;
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«  Qingtang Bay Public Rental Housing Project (F 3£ /ATH % TH H), the largest prefabricated
public rental housing pilot project under construction in terms of total construction areas in
Beijing as of the end of 2018; and

e two phases of Hefei Binhu Qin Garden Project (HAEVEMILEIEE), the largest
industrialized residential project under construction in China in terms of total construction
areas as of the end of 2017.

We have three business segments. The following tables set forth a breakdown of our revenue
and gross profit by business segments for the indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) %
(unaudited)
Revenue
PC Unit
Manufacturing . .. 441,887 264 891,159 46.0 854,334 37.7 132,517 373 350,651 543
PC Equipment
Manufacturing . .. 330,411 19.8 836,196 43.2 1,226,268 54.0 196,818 554 218,429 33.8
Construction
Contracting . . ... 899,197 53.8 208,334 10.8 188,527 83 25973 73 76,929 119
Total ............ 1,671,495 100.0 1,935,689 100.0 2,269,129 100.0 355,308 100.0 646,009 100.0
Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) %
(unaudited)
Gross Profit
PC Unit
Manufacturing ... 177,648 29.5 284,537 404 203,643 28.1 23,353 224 71,788  44.1
PC Equipment
Manufacturing ... 1352213 224 361,466 51.2 466,404 644 74437 71.6 72,082 443
Construction
Contracting . . . ... 289,622  48.1 58,927 8.4 54,500 7.5 6,230 6.0 18,966 11.6
Total ............. 602,483 100.0 704,930 100.0 724,547 100.0 104,020 100.0 162,836 100.0

From 2016 to 2018, our revenue increased from RMB1,671.5 million to RMB2,269.1 million,
at a CAGR of 16.5%; and our gross profit increased from RMB602.5 million to RMB724.5 million, at
a CAGR of 9.7%. For the four months ended April 30, 2019, we had revenue of RMB646.0 million,
representing an increase of 81.8%, as compared to the four months ended April 30, 2018; and we had
gross profit of RMB162.8 million, representing an increase of 56.5% as compared to the four months

ended April 30, 2018.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019 our total new contract value (which represents the total value of contracts we entered into during
a specific period) was approximately RMB2,440.0 million, RMB3,562.3 million, RMB4,618.3 million
and RMB1,241.9 million, respectively. As of April 30, 2019, our backlog (which is the total contract
value of products or services that have not been completed as of a certain date) was RMBS5,185.1
million.
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OUR COMPETITIVE STRENGTHS

We believe the following strengths contribute to our success and differentiate us from our
competitors:

We are the pioneer and leader in the industry with advanced and unparalleled technology
systems, brand premium and client strengths

Leveraging on over 20 years of experience of our founder and management team, we have
established a complete technology system leading the industrialization of construction industry in the
PRC. We are able to manufacture PC units and intelligent PC equipment as well as provide
industrialized construction technology services and comprehensive solutions for the life cycle of a
building. These services and solutions cover research and development, design, industrial production,
construction engineering, equipment manufacturing and operation services. We are the largest PC
prefabricated construction service provider equipped with both PC unit manufacturing and PC
equipment manufacturing capabilities in the world in terms of revenue in 2018. We are also the largest
PC unit manufacturer in China with a leading market position particularly in Hunan Province and
Eastern China.

Capitalizing on the first class PC unit manufacturing capability as well as advanced software
and systems such as PC Maker and PC-CPS, we have connected each step of the construction industry
chain covering design, manufacturing, construction, operation and maintenance, and have become a
standardized portal for industrialization and intelligent service platform in the construction industry.
We dedicate ourselves to the realization of the digitized design, digitized factory and digitized
construction site, and lead the revolution of Industrialization 4.0. Supported by our strong
technological capability, our per-capita production efficiency for PC units manufacturing reaches 2.0
m3/day, far higher than the average level of industry peers in China which is approximately
0.5-0.6 m3/day. As a result, the average gross profit margin of our PC unit manufacturing business for
the years ended December 31, 2016, 2017 and 2018 has reached over 30%, higher than the average of
5%-15% of the industry peers in China during the same periods.

Our brand “Broad Homes Industrial” is well recognized in the PRC and abroad. We are the
only prefabricated construction enterprise selected by the MIIT to participate in the Pilot
Demonstration Project of Intelligent Manufacturing 2018. In January 2019, we appeared in the video
published by the Information Office at the State Council as one of the “name cards” of Changsha
facing the world. We have won several distinguished awards and honors, including the Elite Science
and Technology Award (fi#iFHE24ii4%) granted by the Elite Science and Award Committee as
recognized by the Ministry of Science and Technology of the PRC and the National Office for Science
and Technology Awards in 2013, Subcategory of International Carbon-Value Award—Ecological
Practice Award granted by the World Economic and Environmental Conference in 2017, Prize of
Temple of Heaven for China Prefabricated Construction 2018 (20181 4 it zU R 58 K1 4%)  granted
by China Real Estate News, China Thinktank and China Real Estate Business Academy (B 5 Hh 2 #ix
WF7tPE), and were awarded the title of 2018 Model Enterprise of Technological Subcategory of
Innovation in Prefabricated Building in the PRC. In the selection of first choice brands of China’s top
500 real estate developers organized by China Real Estate Association and China Real Estate
Appraisal Center in 2018, we ranked No. 1 among the “First-Choice Brands” in prefabricated
construction.

Over the years, we have developed a high quality customer base. As of April 30, 2019, we had
provided integrated prefabricated construction solutions to nearly 300 clients, including eight of the top
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10 real estate developers of 2017 in terms of sales areas according to Frost & Sullivan; and six of the
top 10 construction companies of 2017 in terms of total contracted amounts according to Frost &
Sullivan. Moreover, we have more than two years of cooperative relationships with nine customers and
have provided prefabricated construction services to top-notch PRC developers, such as Hefei Vanke
Ruixiang Real Estate Co., Ltd.* (&AE&FRHEMHEARAR) (“Hefei Vanke”), Chenzhou Beihu
Country Garden Property Development Co., Ltd.* (#ftH At i1 ZE4% R 5 iz B EE A R A ) (“Chenzhou
Country Garden”), and Hefei Jinjun Property Development Co., Ltd.* (5 AE & RE 55 iz B EE A PR 7))
(“Hefei Gemdale”) and large-scale construction companies, such as The First Construction
Engineering Co., Ltd. of China Construction Second Engineering Bureau* (FF & 5% —H#5E TRA R
/v F)) and The Fourth Construction Co., Ltd. of China Construction Eighth Engineering Division* ('
#/\Jm 5 U R A B \]) (collectively, “China State Construction™), in various cities.

We believe our leading and unparalleled technology systems, brand premium and customer
strengths will lay a solid foundation for us to continuously secure various high value projects and
eventually realize our vision to become the most valuable company in the construction industry of the
world.

We, as a market leader, are well positioned to seize the opportunities arising from the explosive
growth in prefabricated construction industry in the PRC

There are tremendous growth potentials in the prefabricated construction industry in the PRC.
As a result of the general aging of the population, the number of workers who are willing to engage in
traditional construction industry is decreasing sharply, leading to the rise in labor cost year by year. In
addition, as a result of the enhancement of environmental protection requirements driven by the PRC
government’s rising environmental consciousness as well as citizens’ increasing demand for high
quality residence driven by the general trend of consumption upgrade, the traditional construction
methods are no longer sustainable. As such, we believe that prefabricated construction will become an
inevitable result of the construction industry’s evolution because, as compared to traditional
construction method, prefabricated construction has significant advantages in terms of efficiency,
environment protection and quality. Please refer to the section headed “Industry Overview—
Comparison of Prefabricated Construction Method and Cast-on-site Construction Method in China” for
more details. Besides, according to Frost & Sullivan, prefabricated construction in China only had a
penetration rate of less than 5% in 2018, far lower than that of developed countries (approximately
32% for Germany and approximately 40% for Northern Europe), which we believe has presented a
huge growth potential.

Recently, the PRC government has escalated the development of prefabricated construction as
one of the national strategies in construction industry for the development of construction industry and
thus introduced a series of supportive policies. According to Frost & Sullivan, the market size of PC
units and PC equipment in China recorded a CAGR of 119.6% and 134.0%, respectively, from 2013 to
2018 and are estimated to reach RMB305.3 billion and RMB11.8 billion, respectively, in 2023,
growing at CAGR of 65.0% and 19.1%, respectively from 2019 to 2023. In particular, the new floor
areas of prefabricated concrete buildings in Hunan Province and Eastern China where we have the
highest market shares in terms of the new floor areas of prefabricated concrete buildings in 2018 are
estimated to grow at CAGR of 53.8% and 55.6%, respectively, from 2018 to 2023. In addition, driven
by the accelerated progress of urbanization and strong policy support in the PRC, certain fields for the
prefabricated construction, such as municipal underground utility tunnels have presented new growth
potentials. According to Frost & Sullivan, the construction of underground utility tunnels is expected to
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have a market size of RMB1,600 billion in the next five years with an estimated sales volume of PC
units reaching over RMB50 billion.

As a market leader, we are equipped with extensive technology capabilities and experience as
well as rapidly-expanding business model. As such, we are well positioned to seize the opportunities
arising from the explosive growth of prefabricated construction industry in China. In our PC unit
manufacturing business, we have the product portfolio of six generations of high-rise prefabricated
buildings, nationwide leading information system, experience accumulated from over 1,000 projects
and strategic geographic coverage of factories in China. We also have independent proprietary
intellectual property for PC equipment and are capable of realizing flexible production, lean
management and digital operation by using intelligent equipment and technologies. Furthermore, in the
area of underground utility tunnels, we have applied our self-developed integral prefabricated utility
tunnels composite technology in the projects in provinces of Hunan, Shanxi, Guangdong, Zhejiang and
Shandong.

We believe our leading position in the market enables us to seize opportunities arising in the
future development of the prefabricated construction industry in China.

We are the first to utilize the whole-process digitized information system in the prefabricated
construction industry in China to realize the intelligent manufacturing driven by massive data

We are the first PC manufacturing company in the prefabricated construction industry in China
that utilizes digital information system in the whole operation process. As such, we believe we have
led the industry development toward the realization of the combination of manufacturing and internet
of things. We launched PC Maker I in 2018, the first forward design software based on BIM platform
in prefabricated construction in the PRC, and developed the unique intelligent manufacturing
management system (i.e. PC-CPS) that makes possible the mass production of customized products
based on massive market demand. The nine modules in PC-CPS, including marketing module, building
module, product module, technological engineering module, production module, supply chain module,
manpower module, finance module and construction module, have achieved data sharing and
collaboration among different stages of the life cycle of prefabricated construction.

With PC-CPS, we are able to:

e break through implementation of the entire construction process from simulation in a
cyber space to manufacturing and construction in the physical space;

* introduce, collaborate and synergize the digitized information of each aspect in the whole
process;

*  conduct analysis through massive data simulation based on extensive project experience
and realize real time monitoring; and

*  realize flexible manufacturing and customized production driven by digitized data
generated based on various demand of clients.

With our PC-CPS in place, according to our internal calculation, we have (i) reduced design
costs by more than 80%, shortened the product development cycle by two weeks, improved design
accuracy to 99%, and increased design efficiency by more than nine times; and (ii) in respect of
production, replaced the original supply driven and planning-oriented production mode with demand
driven and automatic coordinated production mode and realized an optimized supply chain and
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inventory management, as a result of which our manual intervention has reduced by more than 90%,
production efficiency has increased by 100-300%, logistics cost has decreased by 20-30% and
inventory turnover has risen by 100-200%. We currently perform 95% of our operation and
maintenance management through PC-CPS, and have achieved controllable quality, delivery schedule
and cost, laying a foundation for continuous and massive production of customized products. The
defect rate (calculated as the proportion of the number of defective PC units produced to the total
number of PC units produced) of our productions after adopting PC-CPS is within 0.1%, far lower than
the average industry defect rate of 5% according to Frost & Sullivan. The cost of our mould production
has reduced from 10% to 3% after adopting PC-CPS; our per-capita production efficiency reaches 2.0
m?3/day, far higher than the average level of industry peers in China which is approximately 0.5-0.6
m3/day according to Frost & Sullivan; and the output value per capita is RMBI.5 million to
RMB2.0 million.

We believe that our core competitiveness of efficient production and cost control will become
more prominent as the production scale expands and will continue to contribute to the sustainable
profitability of our business during the rapid expansion of our business and the development of the
industry.

We have established a nationwide network under our dual-engine driven model with
combination of wholly-owned factories and Joint Factories, so as to achieve a rapid asset-light
expansion while maintaining our core values

In the early stage of prefabricated construction industry before its explosive growth, we were
well aware of the importance of scale layout. As such, we initiated Broad Homes United Program to
grow our business with the dual-engine driven model which combines wholly-owned factories and
Joint Factories, through which we have been able to quickly occupy the key and valuable markets in
various regions in the PRC. This model enables us to use limited capital to penetrate into multiple
markets in a short period of time, which has resulted in our advantages as an early mover with
controllable investment risks.

In some of the key cities with GDP of more than RMB1,000 billion (such as Shanghai, Beijing
and Guangzhou), regional center cities (such as Changsha and Zhengzhou) and key regions (such as
Eastern China Region, Beijing-Tianjin-Hebei Region and Pearl River Delta Region), we have set up
our wholly-owned PC factories featuring automated equipment and digitized management system.
They have become our regional flagship factories to attract joint partners to participate in our Broad
Homes United Program. In other regions, we select quality local partners, who possess local market
resources and financial strength and share the same value with us, to participate in our Broad Homes
United Program and set up Joint Factories to manufacture PC units. Broad Homes United Program is
purported to promote prefabricated construction together with our JF Partners and quickly occupy the
local markets through the combination of PC unit manufacturing and industrialized manufacturing
equipment, as well as engineering technique training and guidance and brand support.

As of April 30, 2019, we had 15 wholly-owned PC factories and contracted to invest in 85 Joint
Factories, with a production network covering approximately 100 cities. Considering the cost of
transportation and potential damage to the products imposed by transportation, a PC factory normally
serves the construction projects within an economic transportation radius of 150 kilometers. As such,
our wholly-owned PC factories and Joint Factories can supply an area covering 100% (in terms of
number) of cities with a GDP over RMB1,000 billion in 2018 and 65% (in terms of number) of cities
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with a GDP over RMB100 billion in 2018 across China. Our wholly-owned PC factories and the Joint
Factories have covered major economic regions in China, such as Beijing-Tianjin-Hebei Region,
Yangtze River Delta Region and Pearl River Delta Region, as well as other core metropolis circles in
Central and Western China. As of April 30, 2019, we had a total of 158 JF Partners, including some
renowned enterprises in China, such as China MCC5 Group Corp. Ltd* (HEI /a5 EARA ),
Tianjin Beichen Science and Technology Park Corporation* (K¥EJLREHY R A4 /27]), Shanghai
Merchants Real Estate Co., Ltd* (L & (AWM A ) and MCC Tiangong Group Corporation
Limited* (7176 K T EA RA ).

We believe that we can build a new ecosphere for construction industry with our strong
capability of integrating resources. We break the regional constraints by adopting the wholly-owned
and joint factories model, and realize the quick output of our technical advantages and the replication
of our business models to achieve the capacity expansion. Meanwhile, to build a moat around our
business, we cooperate with various participants in the industry chain, including design institutes,
material suppliers, real estate developers and constructors, to achieve the integration of data and
resources of the industry chain, so that we can create an industry ecosphere to entrench our competitive
strength.

Our continuous efforts in technology innovation have driven our development and led the
evolvement of our industry and its standards

We have focused on technology research and development to drive our development for the last
decade. Over the years, we have developed distinguished advantages in technology innovation. For the
years ended December 31, 2016, 2017 and 2018 and the four months ended April 30, 2019, the total
expenditure of our research and development amounted to RMB116.6 million, RMB143.3 million,
RMB207.7 million and RMB63.0 million, respectively. Our distinguished advantages in technology
are attributable to our excellent research and development team who is equipped with reliable
knowledge and rich practical experience. Our technology center has been rated by Hunan Province as
Hunan Provincial Enterprise Technology Center. As of April 30, 2019, our research and development
personnel and technicians accounted for 29.1% of our total employees, which is significantly higher
than the industry average of 10%-20%; members of our design team have an average of five years of
experience in the field of prefabricated construction, which is much higher than the industry average of
two to three years.

We emphasize on talent development and share of knowledge, and set up the Broad Homes
Training Center, being the first training center in China specialized in the provision of systematic
training in prefabricated construction. As of April 30, 2019, we had provided trainings to thousands of
managers and skilled workers from 43 companies. We believe that high-quality talents will empower
our continuous technological innovation in the future and strengthen our leading position in the market.

As the early mover in the prefabricated construction industry, we participated in formulating
several national and provincial standards in the industry. As of April 30, 2019, we had edited or
co-edited four national and industrial standards currently in effect. In 2014, we participated in the
compilation of the Technical Regulations on Prefabricated Concrete Structures, being the first
systematic national industrial standards for prefabricated construction currently in use. We and the
Joint Factories had participated in the formulation of 27 local standards in connection with
11 provinces and municipalities as of April 30, 2019, including provinces of Hunan, Anhui, Zhejiang
and Jiangsu. In addition, as of April 30, 2019, we also participated in the formulation of two industrial
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group and association standards. We believe that our active participation in formulating the industrial
standards will help us promote our technology system and maintain our leading position in the
industry.

With strong research and development capabilities, we continue to innovate by improving our
products. Our Company and our several subsidiaries were classified as state-level high-tech
enterprises. As of April 30, 2019, we had 515 patents, and filed 439 patent applications in the PRC. We
possess several world-class core technologies, including, among others, complete PC equipment
research and development and manufacturing technology, fully prefabricated residential construction
technology and integral utility tunnel composite prefabrication technology. We are committed to
improving the quality of our products and services through these technologies. We were reported to be
the first to conduct the seismic test on fully prefabricated building in 2015. The results of the test have
shown that the seismic level of our fully prefabricated residential buildings is in accordance with the
national standards in China. In 2016, we built the first prefabricated underground utility tunnel in
China with our latest integral utility tunnel composite prefabrication technology, through which a
construction progress of 45-meter main test section was completed in as few as five days, setting a new
record of construction speed in China.

We have a visionary founder and experienced management team, who have built a quality-
oriented corporate culture

Our founder and Chairman, Mr. Zhang Jian, is a visionary and respected entrepreneur and
scientist who has dedicated to improving the living condition of human beings with a view of energy
saving, green and environmental protection. He invented the non-pressurized boilers heating system in
1989, and the direct coal-fired lithium bromide refrigerator in 1992. Since 1998, Chairman Zhang has
been committed to promoting the modernization of the construction industry and has become the
pioneer in the prefabricated construction industry in China. The achievements and influence of
Chairman Zhang have been globally recognized. He was elected as a deputy of the 8th and 9th
National People’s Congress of the PRC, and was selected as a real estate representative individual of
the 40t Anniversary of the Reform and Opening Up in the 2018 China Real Estate New Era Festival
(201 84F- [ 1l 25 H7 R AC B ML) jointly organized by Leju Finance, Sina Finance, Shanghai Securities
News and China Entrepreneur Magazine in 2018. In addition, Chairman Zhang also won several
awards relating to invention, such as Concours Lepine International Paris in 2011, the golden award at
Geneva International Exhibition of Inventions in 1994, the second prize of National Sci-Tech
Advancement in 1996, and China Patent Gold Award in 1990.

Our management team has over 20 years of experience in the prefabricated construction
industry. They are well familiar with the operation and management and are loyal to our Company.
The key members of technical team have an average of five years of experience in the prefabricated
construction industry, and are the backbone of our sustainable development.

Led by Chairman Zhang and senior management team, we have formed our philosophy of “No
Speculation and Upholding Professionalism and Dedication”, and a quality-oriented corporate culture.
Driven by our company philosophy and culture, we are committed to treating each of our products with
the spirit of craftsman and enhancing the precision of our PC units to millimeter-level. This culture
provides a strong impetus to our continuous research and development innovation, and improvement of
product quality and customer experience.
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OUR STRATEGIES

To continue to grow our business, we intend to implement the following business strategies:

Continue to invest in domestic regional production centers and Joint Factories

We will continue to implement our strategy of “Scale plus Profits”. We plan to leverage on the
network of our wholly-owned PC factories and the Joint Factories to integrate our technology centers
in various regions to achieve national coverage.

We intend to continue to lead the market through establishing regional production centers
nationwide. Regional production center is a combination of wholly-owned PC factory and technology
center, where our PC unit manufacturing capability is enhanced with full support from our strong
research and development capability of technology centers while the research results of the technology
centers can be quickly applied in real time manufacturing in our PC unit manufacturing factories and in
turn promotes the application and development of our technology. The regional production centers will
serve as regional benchmark for our PC units manufacturing and provide technical support to the
wholly-owned and joint factories in the region. As of April 30, 2019, we had established six regional
production centers in provinces of Hunan, Zhejiang, Anhui, Jiangsu and Tianjin and Shanghai. We
plan to complete the expansion of all six existing regional production centers by the end of 2020.
Meanwhile, we will build new regional production centers in 14 cities which we believe have
promising market potentials, and further enhance our leadership in the prefabricated construction
industry in China by enlarging our production scale and profitability. All regional production centers
are and will be wholly-owned by us. Among these new regional production centers, those in Wuhan,
Jinan and Zhengzhou are intended to be built with the proceeds from the Global Offering.

When building new regional production centers, we intend to firstly build our technology
centers which constitute an important part of our regional production centers if no factory has yet been
established in that area. We plan to establish a nationwide technology network comprising
20 technology centers in China in the future, so that we are able to allocate our technological resources
collectively and provide technological support to all of our wholly-owned and Joint Factories. As such,
we will be able to provide our clients with integrated prefabricated construction solutions with higher
quality.

Currently we have conducted preparation work such as local market research, feasibility study
and location selection for the expansion and establishment of five regional production centers.

As of April 30, 2019, we had contracted to invest in 85 Joint Factories in various cities across
China. We plan to further increase the number of the joint factories to realize a full coverage of major
prefabricated construction markets in China with funds generated from our business operation and
other financial resources available.

Upgrade our digital intelligent platform

We will continue to enhance our capability in research and development, upgrade our soft skills
in intelligent manufacturing and forge our core competitiveness. Taking advantage of the intelligent
design software of PC Maker I, we plan to continue to build our platform-level PC-CPS intelligent
manufacturing management system by optimizing BIM design, construction standards and operational
tools, and conducting research and development of artificial intelligent manufacturing systems.
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We plan to build a self-serviced quick design platform for prefabricated building design to
provide designers and design institutes with rapid design tools at various stages and in various
disciplines, prefabricated design resources, and data interface standards for accessibility to
manufacturing management systems and their conversion tools. We also plan to develop a project
management system of virtual design to provide value-added services including online design project
management, virtual team operations management and design optimization.

We have utilized “Internet +” to realize intelligent design and manufacturing of PC units
through PC Maker I. We mainly use the data and information of BIM model to informationize the
whole process and digitize our entire operation. We plan to establish a virtual PC factory operations
management system and an intelligent construction site project management system to be integrated
into the PC-CPS management system platform. Leveraging on the mass data and user base in various
aspects of prefabricated construction, we also plan to create an online trading platform to direct and
attract traffic of suppliers and potential cooperation platforms of component parts, construction
materials, electrics and mechanical equipment, logistics and semi-finished products.

In addition, we plan to extend our business along upstream and downstream of the industry
chain, establish an industry level massive data platform, and promote the full integration of the internet
platform systems of the industry.

Continue to focus on strategic clients

We focus on developing clients who are among the top 50 real estate developers in China.
Adbhering to our philosophy of “Creating Value with Our Client”, we plan to assist our target clients to
optimize products and realize the effective integration of technologies and market. We also plan to
provide services to the Joint Factories, promote project cooperation and establish a long-term
systematic mechanism to ensure profitability.

We plan to establish a nationwide resource linkage and a customer response system, to provide
customized comprehensive solutions of prefabricated construction to our customers, and provide
all-round technology service and product support, so as to help our customers to quantify and control
the progress of fund utilization and increase the turnover rate. Meanwhile, we believe that we are able
to create an overall connection among the product demand of strategic clients, procurement demand of
our projects in various locations and demand for information sharing, thus forming a client-reliance on
multiple dimensions. In addition, we believe that we are able to adopt a nationwide layout strategy to
achieve a rapid expansion in scale magnitude.

Expand in overseas markets

We plan to promote and export full fabricated villa products to certain developed countries and
regions in, for instance, Europe, North America and Persian Gulf area. Full fabricated villa products
can substantially reduce construction effort on-site and can be constructed in a more efficient,
environmental-friendly and energy-saving manner as compared with traditional buildings. We believe
that such products will create market demand as they are in line with the value orientation of the people
in the developed countries and popular islands for tourists.

We plan to seize the opportunities brought by the Belt and Road Initiative to develop and build
social housing in countries along the Belt and Road Initiative and other developing countries through
exporting full sets of prefabricated building products and relevant construction management,
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technologies, equipment and services. We expect that the Belt and Road Initiative will bring a tide of
fast growth opportunities in both infrastructure projects and livelihood projects of countries and
regions along the relevant routes, thus driving urbanization demand and progress. Other developing
countries are in the process of urbanization, as a result of which we believe that there will be
continuous increase in demand for housing construction, including the demand for prefabricated
buildings, in those countries and regions.

Based on our long-term experience, we have developed matured management, technology,
equipment and service systems, and built a platform-level PC-CPS intelligent manufacturing
management system, which are able to promote the transformation of construction industry from
Industrialization 1.0 to 4.0. In the future, we intend to export full sets of prefabricated building
products as well as full sets of management, technologies, equipment and service systems to target
countries.

OUR PC UNIT MANUFACTURING BUSINESS
Overview

We provide customers with comprehensive solutions for prefabricated construction, including
PC unit design, manufacturing and assembling consultation.

Different from the traditional construction method in which the contractors construct the
buildings on site based on the architectural design, prefabricated construction adopts industrial method
to manufacture the PC units specially designed based on initial architectural design at the factory and
assemble the PC units on site. In order to build a prefabricated building, different types of PC units
have to be designed and manufactured, including wall panels, floor slabs, staircases and beams, which
are all in various shapes and specifications. Generally, for different buildings and/or projects, the shape
and specifications of PC units used vary from buildings to buildings and/or projects to projects due to
the difference in design. Therefore, the shape and specifications of PC units that we have to design and
manufacture also vary by buildings and/or projects. This imposes high requirements for the mass
production of PC units of different functions, different projects and different customization in one
factory at the same time, especially for the management of such mass production.

Leveraging on over 20 years of experience of our founder and management team, we have
developed an intelligent manufacturing management system, i.e. PC-CPS. PC-CPS has integrated all
aspects of our PC manufacturing into one cyber system, where data and information is gathered and
shared among different business functions. In PC-CPS, the operations are driven and conducted
automatically by the system. As such, we are able to digitize our business operation, allocate
production resources efficiently and optimize our production capacity to achieve mass production of
PC units and supply to various customers for various projects based on the construction progress of
each project. Empowered by our intelligent design system and flexible manufacturing process, which
are both specially designed and developed for PC unit manufacturing, we believe our PC-CPS has
upgraded our entire manufacturing process up to the standard of Industrialization 4.0, i.e. intelligent
production.

According to the historical contract value entered into by us and the tenders awarded to us in
2016, 2017 and 2018 and the four months ended April 30, 2019, our PC units were used in buildings
with a total floor area of 56.1 million sq.m.. For the years ended December 31, 2016, 2017 and 2018
and the four months ended April 30, 2019, we entered into selling contracts and were awarded tenders
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to sell approximately 0.4 million cubic meters, 0.5 million cubic meters, 1.6 million cubic meters and
0.3 million cubic meters of PC units respectively.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, we generated revenue from PC unit manufacturing business of RMB441.9 million, RMB891.2
million, RMB854.3 million and RMB350.7 million respectively, representing 26.4%, 46.0%, 37.7%
and 54.3% of our total revenue in the same periods. Gross profit from our PC unit manufacturing
business was RMB177.6 million, RMB284.5 million, RMB203.6 million and RMB71.8 million,
respectively, representing 29.5%, 40.4%, 28.1% and 44.1% of our total gross profit in the same
periods.

Product Design

Product design is the key of our PC unit manufacturing. It requires the application of structure
engineering technology, electromechanical engineering technology and materials science to realize the
architecture design in the form of PC units under different specifications. More importantly, the
manufacturing process and assembling process of these PC units designed shall also be taken into
consideration at the design stage. Thus, the manufacturing craft, assembling and construction
technology are also required for product design.

We have collected massive data from over 1,000 prefabricated construction projects which we
have participated in over the years. We upload each of our product design to our database to form the
basis and precedent for future design. As a result, the time and accuracy for the future design can be
continuously optimized along with enlarging data base and increasing number of precedents. Based on
this massive database, we developed PC Maker I to integrate the design process which transforms the
architecture design to industrial manufactory design. We also have a strong design team capable of
understanding the needs of clients and the architecture designs, so that they can proficiently input data
to PC Maker I to complete the design, interpret the design to our clients and adjust any design based on
the clients’ request. With our design software and team support, we are able to attract our customers
with accurate and cost-saving product design and, more importantly, lay the solid foundation for our
efficient and automatically managed manufacturing process at later stages.

PC Maker 1

PC Maker I is a building information modeling (BIM) software developed for the design of
prefabricated buildings. PC Maker I (V.1.1) was developed by us. We own its copyright and it is
currently sold by us in the market. In order to further upgrade and develop the functions of PC Maker I,
we cooperate with China Academy of Building Research Co., Ltd.* (the “China Academy of
Building Research”) to develop PC Maker 1 (V.2.0). Any research results and rights derived
therefrom will be shared between us and China Academy of Building Research pursuant to our
agreement. Based on the architecture design provided by clients, our design team can use PC Maker I
to design the PC units required for the building, including the shape, sizes, joints, layers and interior
structure of such PC units. PC Maker I implements the latest BIM development and software
engineering technology, imports the latest architectural standards and industry design standards, and
embeds the technology and massive data we accumulated in prefabricated construction industry.
Engineers will be able to manage, adjust and modify the PC design easily through working on a
visualized three dimensional data model. Different from other BIM software, PC Maker I is a forward
design software specially developed for prefabricated building, which is able to take into full account
(1) the production technology of industrialized manufacturing; (ii) the capacity of transportation and
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lifting; and (iii) the order and feasibility of assembling, so that it can design the PC units in a more
efficient and practical way and reduce the difficulties in the manufacturing and assembling process.
Moreover, PC Maker I can also output data which can be further used in later manufacturing process.

The detailed functions of PC Maker I include:

»  establishing building information model: the building information model is established
based on the architecture design and specifications provided by the client;

*  establishing PC unit models: the established building information model is disassembled
to form the PC unit information model. It is the core of PC Maker I which involves
sophisticated computation of various data, such as (i) prefabricated ratio (calculated as
dividing the volume/quantity/floor area of prefabricated components by the total volume/
quantity/floor area of concrete structure in a building) required for the building; (ii) the
compatibility with the building information model in terms of the actual appearance,
structure and the function; and (iii) the feasibility for manufacturing, assembling and
construction;

»  simulating the construction of building to test the design;

»  generating drawings, including structural construction drawings of buildings and detailed
drawings of each PC unit; and

*  compiling information of the designed PC units and generating the checklist of data which
forms the basis of other manufacturing process, including procurement, production,
assembling and construction, logistics, financial budgeting and marketing.

With the assistance of PC Maker I, our product design process has presented significant
advantages over traditional design process. For example, according to our internal calculation, the time
required for generating the detailed drawings of PC units is significantly shortened from approximately
16 days in traditional design process to approximately two days after the completion of architectural
drawings with the assistance of PC Maker I; and the average accuracy rate (calculated by the
proportionate of accurate drawings which can be used in manufacturing process without correction in
over 20,000 drawings) of our PC unit drawings reaches 99%. With enhanced efficiency of our design
process and increased accuracy of our design, we are able to attract clients and effectively control the
cost of the design process and the subsequent manufacturing process.

Design Team

We have a professional design team comprising of two design institutes: Product Design
Institute and Architectural Research and Design Institute. Our Product Design Institute mainly focuses
on enhanced product design for the project of our client. Product Design Institute has its members
stationed in each of our PC factories. We believe that the design team is the first stop to serve our
clients, and getting close to our clients is the key to understand the needs of our clients and maintain a
good client relationship. Each local design team is capable of designing the PC units for the local
projects independently by using PC Maker 1. With the assistance of PC Maker I, we are able to
maintain a consistent quality of our product design among our local design teams across regions. The
Architectural Research and Design Institute focuses on the development and upgrading of our design
software and also provides technical supports to the Product Design Institute for any issues occurred
during their design process.
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Through years of effort, we have established a team of architectural design and PC unit design
experts that are well recognized in the industry for their experience and design capabilities. As of
April 30, 2019, our design team had 147 members, with an average experience of five years in the field
of prefabricated construction, and 20 of such members hold master or above degrees.

Manufacturing Process

The manufacturing process of our PC units usually includes the following four major steps:

(2) rebar (3) spreading,
(1) mould setting —> casting, vibrating > (4) demoulding
arrangement | and curing
Procedures Description
mould setting to clean up the trolley, install and fix the mould
rebar arrangement to install the rebar, water and electricity pipes and other

embedded component in the mould

spreading, casting, vibrating and curing to spread concrete in the mould, vibrate the concrete, treat
and cure the concrete in the mould

demoulding to demould and clean the mould, load the mould into the
warehouse and hoist the panel to the assigned storage
location

It takes eight to 24 hours to complete the production of one batch of PC units from mould
setting to demoulding. We produce a large quantity of PC units in one batch. For our production
capacity, please refer to the section headed “—Production Facilities, Capacity and Utilization™.
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PC-CPS

customer

tracking

We have developed the unique intelligent manufacturing management system (i.e. PC-CPS) in
China that makes the mass production of customized products based on massive market demand
possible. PC-CPS, a data-driven system, is comprised of nine modules including: marketing module,
building module, product module, process engineering module, production module, supply chain
module, manpower module, finance module and construction module. Each module corresponds to a
business function that in aggregate covers the entire process of our business operation. The following
charts illustrate the connection and interaction among nine modules:

PC unit requirements

Marketing Building
Module ' Module Product Module
project raw materials Supply Chain
requirements ullg\gloydule <
quoting P rOfiuct BOM budgeting
design manpower and
Enl;rizzeesrisng Production Manpower : final
R t
Module production Module Module accoun
process control
PC units h Finance <—
capital Module
Construction
Module

PC-CPS is a comprehensive process which generally flows as follows:

PC-CPS tracks the activities of the marketing team in marketing module, including client
visiting activities. Through the marketing module, we are able to manage our relationship
and contracts with our clients, as well as provide customer services and manage our sales
team. We have established a database of our clients in the marketing module, where we
can obtain information of the clients and help our sales team to maintain a long-term and
close relationship with these clients.

Once a client has indicated its intention to do business with us, the sales team will record it
in the marketing module. A project is then set up in the marketing module. The
preliminary information of the project is fed into marketing module, and flows
automatically to the building module and product module, where a preliminary design is
formed for the purpose of quotation, and finance module, where the relevant financial
data, including cost and prices, are taken into account in the formulation of the quotation
for the project. As such, our marketing team may engage further negotiation with our
client and attend bidding process.

After the project is confirmed, a contract is entered into with our client. The drafted
contract is automatically generated once relevant terms and information of the project are
fed into the marketing module and the agreed contract terms are embedded in the
marketing module. As such, we are able to manage the contracts entered into by each PC
factory in a centralized way.

Further information of the project is fed into the building module and product module for
design by using our PC Maker 1. The building module then designs the building as a whole
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and the product module designs the PC units in detail. When PC Maker I is performing
design work, other modules may start to prepare for production (such as raw material
procurement, human resources, fund and factory production planning).

After the products are designed through PC Maker I, a checklist of all raw materials and
manpower required for manufactory is generated.

The supply chain module uses the checklist as a starting point of our procurement process.
The supply chain module has set up a portal which can be accessed by the suppliers. We
invite suppliers to register in this portal where we can manage them and build up our
supplier pool. We check basic qualification and conduct regular review of our suppliers in
the supply chain module.

The procurement process, including bidding, cost control, and delivery schedule, is also
managed through the supply chain module. We publish information of our demand for raw
materials in the portal of the supply chain module where qualified suppliers may gain
access to. They can provide their quotation in the bidding process through the system.

After the agreement with the supplier is entered into, the system will automatically refer
such purchase to the production module where delivery of the raw material can be
automatically triggered based on production progress. Once the delivery is made and the
purchase is completed, the system will automatically refer the data in relation to the
purchase to the financial module for settlement.

The manpower checklist is fed into in the manpower module, allowing the human
resources department to carry out human resource planning to ensure that the production is
equipped with sufficient qualified human resources.

The key of our PC-CPS is the production module. Before production, the process
engineering module will produce a control list of the complete production process of PC
units according to the PC unit design in the product module, and input such production
process into the production module to guide the entire production process.

In the production module, our manufacturing process is automatically driven by the
demand of our clients and conducted based on the construction process at site.

We apply internet of things (i.e. loT) technology in our PC-CPS. Each PC unit has its
unique QR code, which presents the project it belongs to, its size, function, and the
position. By scanning the QR code, workers at the construction site will obtain those
detailed information. More importantly, this information is automatically transmitted to
the production module to notify our factory of the construction progress of the project.
Based on such information, the PC-CPS will be automatically triggered to arrange the
manufacturing work for the next step. For instance, once the QR code of a PC floor is
scanned on site (which means the PC floor is assembled/to be assembled on site), the
PC-CPS will be notified and drive the warehouse for finished products to deliver the next
batch of the PC units. When the QR code is scanned at the time of outbound delivery at
the warehouse for finished products, PC-CPS will be notified and arrange for the
production of facade and/or horizontal panels (which are the next PC units to be assembled
on site) in the production module. When the QR code is scanned on the production line,
the PC-CPS will drive the warehouse for semi-finished products for the delivery of the
semi-finished products. In the meantime, the supply chain module is also triggered to
arrange for raw materials delivery according to the stock level and delivery cycle of raw
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materials. As such, we are capable of minimizing our inventory of finished products and
raw materials as well as increasing our production efficiency.

As our manufacturing is intelligently arranged by production module, our factory is
capable of producing and supplying PC units for various projects in different stages in
which different design of the PC units are involved.

*  After the manufacturing is completed, the construction module will arrange transportation
and logistics for the PC units according to the product data input from the production
model, and generate installation instructions for the PC units for use on the construction
site. The accounting and settlement will then be conducted in the finance module. Based
on the data transmitted from the marketing module, supply chain module and production
module, the finance module calculates the actual cost of human resources and materials
used in the manufacturing and prepares for settlement. The marketing module and supply
chain module are then activated to assist on timely settlement, while the production
module will review the productivity of the manufacturing.

In PC-CPS, we are able to realize real-time monitoring on the operation process, such as total
contract value, production efficiency, progress of procurement, manufacturing, transportation and
delivery, status of equipment and utilization. After adopting PC-CPS, our production management
efficiency increases significantly and the costs of production management decrease significantly. For
details of the effects of our PC-CPS on improvement of operational efficiency and reduction of
manufacturing expenses, please refer to the section headed “—Our Competitive Strengths—We are the
first to utilize the whole-process digitized information system in the prefabricated construction industry
in China to realize the intelligent manufacturing driven by massive data”.
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PC Unit Products

We provide comprehensive solutions to prefabricated construction, which comprise PC unit
design, manufacturing, and assembling consultation. Our products are designed and tailor-made based
on the actual requirements (such as prefabricated ratio) of each project. The PC units we manufacture
are assembled and constructed into buildings and infrastructure in various structures, appearances and
functions. Below sets forth our current portfolio of major products differentiated by structure and
function:

*  Mid to high-rise prefabricated buildings: taking the sixth generation as an example, our
PC unit products (including precast wall panels, precast composite floor slabs and precast
composite beams) are used to form the non-bearing walls and part of the bearing walls,
floors and beams of the building.

Precast interior
wall panel

Precast composite
floor slab

Precast composite
beam

Precast exterior
wall panel

*  For illustration purposes

*  Fully prefabricated building: multi-story o Fully prefabricated villa: villa, the
building, the major structure (including major structure (including both bearing
both bearing and non-bearing structure) and non-bearing structure) of which
of which can be assembled entirely by can be assembled entirely by using our
using our PC unit products PC unit products

*

For illustration purposes *  For illustration purposes
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Prefabricated  basement: basement
assembled by using our PC unit
products (including precast sandwich
panel and precast composite slab) to
form the basement’s base plate and

Prefabricated utility tunnel: utility
tunnel assembled by using our PC unit
products (including precast sandwich
wall panel and precast composite slab)
to form the tunnel’s bottom, top and

retaining walls walls

Precast
sandwich
wall panel

Precast
composite
slab

*  For illustration purposes *  For illustration purposes

We manufacture PC units in different shapes and specifications for assembling and
construction into buildings and infrastructure with different designs. Below is an illustration of some of
our PC unit products used in a building and their respective installation positions.

Precast
exterior wall
panel

Precast
staircase

| E
Precast
composite

beam '

[T S

Precast
composite
floor slab

Precast partition
wall panel
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Based on the different shapes, our major products can be roughly divided into following types,
which, in combination, can be assembled into buildings and structures:

Type

Description

Vertical
panel

Horizontal
slab

Vertical panels are reinforced concrete panels which are assembled
vertically as walls of a building. The vertical panels may function
as bearing walls or non-load bearing walls after assembling. The
types of vertical panel mainly include: precast sandwich thermal
insulation shear wall panel, precast sandwich thermal insulation
exterior wall panel, precast interior wall panel, precast partition
wall panel and others.

The sandwich panels have two layers of steel concrete wall panels
with or without light and efficient thermal insulation materials in
the middle, being connected by special connecting components.

According to different designs, spaces for doors and windows can
be reserved on the vertical panels, and parts such as sockets,
switch boxes and water and electricity pipes can be embedded in
the vertical panels.

The vertical panels can be connected to the floor slabs and/or
beams at reserved joints. The construction workers use special
construction craft to assemble the vertical panels with horizontal
slabs and/or other components on the construction site.

Horizontal slabs are reinforced concrete slabs which will be
assembled horizontally as floors of a building. The types of
horizontal slabs mainly include precast composite floor slab,
precast air conditioner slab and precast composite beam.

According to different designs, parts such as reinforcing meshes
and bottom cases can be embedded in the precast composite floor
slabs.

The horizontal slabs can be connected to the vertical panels and
other components at reserved joints. The construction workers use
special construction craft to assemble the horizontal slabs with
vertical panels and/or other components on the construction site.
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Type Description

Other Other components, such as precast staircase, can also be

components manufactured with rebar and concrete. They form staircases and
other parts in a building after assembling. Special construction
techniques used in the manufacturing process include:

e the use of PE film to create a rough surface of the
components; and

* the use of magnetic iron mould compatible with
different steel bench vehicles to achieve flexible
manufacturing

The components can be connected to vertical panels, horizontal
slabs and other components at reserved joints. The construction
workers assemble the components with panels, slabs and other
components on the construction site.

The price of our PC units is subject to the prices of raw materials and the demand of local
market, and thus it varies by regions. For the years ended December 31, 2016, 2017 and 2018, the
range of average unit price of the PC unitsV sold by our wholly-owned factories in different regions
in the PRC are RMB2,100 to RMB3,102 per cubic meter, RMB2,318 to RMB3,200 per cubic meter,
RMB2,377 to RMB3,736 per cubic meter, respectively. The general increase of the average unit price
of our PC units during the Track Record Period was primarily due to the increase in prices of raw
materials and market demands. The widened range of our selling prices of PC units from 2017 to 2018
was primarily attributable to the significant increase in our selling prices of PC units in Tianjin as a
result of (i) the significant increase of raw materials costs in Tianjin and, to a lesser extent, (ii) the
upward adjustment of the market guidance prices of PC units in Beijing, which is the primary market
of our PC units manufactured in Tianjin. For more details, please refer to the section headed “—Sales
and Marketing—Pricing”.

Production Equipment

We have established an intelligent manufacturing system supported by our PC production
technologies and complete sets of equipment, of which we own intellectual property rights. Our
flexible manufacturing system is equipped with equipment specially designed and developed by us for
the purpose of manufacturing PC units. Each of our production lines can produce various PC unit
products. Currently, we have updated the design of our equipment according to our latest technologies.
With such equipment, we can apply [oT technology to collect data and monitor our equipment and
production process, and realize informationized management and operation in our production. For
more details of the equipment of our production lines, please refer to the section headed “—Our PC
Equipment Manufacturing Business—Products and Services”.

Production Facilities, Capacity and Utilization

As of April 30, 2019, we had 15 wholly-owned PC factories with 55.5 production lines for PC
units. We have seven factories (one factory was still under construction) located in Central China
Region, one factory in Beijing-Tianjin-Hebei Region, six factories in Yangtze River Delta Region and
one factory in Pearl River Delta Region. The locations of our wholly-owned PC factories are either in

Note: calculated based on the PC units sales contracts entered into for the indicated period.
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or in the vicinity areas of (normally within an economic transportation radius of 150 km) the major
cities or provincial capital cities. We chose such locations as we believe the urban development of
these cities will generate large market potential and demand of our products. For the geographic
location of our wholly-owned PC factories as of April 30, 2019, please refer to the map on the front
page of this prospectus headed “Locations of our wholly-owned factories and Joint Factories”.

142



BUSINESS

JI0JU90 UONNQLISIP pue 05eI0)S S[RLIAJBU QU0

191u90 FuIssao01d pjow auo
I9JUdD UoIje)s SUIXIw duo

our] Surssaooid Jeqal pajewione uo

(T gl B )
Sl 9vl 861 L0¢g 06 06 06 06 saur] uononpoid 93210009 jsedord daIy 1102 A10f  $€6°St K10308 ] uej3uery UBUNY
I0)UD UOTINQLSIP puk A5LI0)S S[ELID)BW QU0
191u90 SuIssad01d pjow ouo
I0JUdd uoIIe)s SUIXIW QU0
our] Sursseooid 1eqaI pojeIoNNE AUO OBT tf— & A2
cloc x[ 9SeYd
caon€'ST cpeanT'9 caon86T caon8'€E  OCTI 0TI 0TI 0TI sour] uononpoid 23e10u00 1s€021d Moy [dy  88%'6y  A1030€,] n3n eys3uey) ueuny
1)U Jururyorw
MOpPUIM PUE JOOP AO[[E WNUTWN[E dUO
aur] uononpoid syusuodwod suo
19)UD UOINQLISIP puk A3I0)S S[BLID)BW JUO
191U90 FuIssao01d pjow ouo
I0Judd uoIye)s SUIXIW U0
our] Surssoooid 1eqaI pareWoINE JUO OB T~ SR BIR)
x[1 9Seyd
caoNE ST cpeaoNT'9 caon8'6C caon8€E  0ST 0ST OST OSI sour] uononpoid 231000 1se001d oAl grozoeunf 06696  A10)oeq nSn eysSuey) ueungy
0132y vu1y) P.JUI)
6107 8107 L10T 910T 610C  8I0T LI0T 9107
‘o dy ‘og dy
papud papud
Syyuowx syjpuowt
anoyjq anoyq
(%) (¢ puesnoy) ur) 139 ANIoe,f uondnpoag suopeddQ jo  (‘urbs) K10)d8 4
- a0y JBY UONEZIMN) Aede) 1 a0y K313€dRD UOnINpPOIg JUDWIDUIWWO)) BB
[enuuy g

:SOL10J0B} PAUMO-A[[OUM INO JO S[IBIOP YOJ )9S M0[dq 9[qe) oY ],

143



BUSINESS

9°9¢ caoNC'S1 [ 44 £ ¢a0nOST 08T 081 0TI
caonNS' T caoNS'V 1433 0'¢€T 06 09 09 09
caon—  ¢caoN9'] 71T S'ov 09 09 09 09
9'tC €Sl (S| 6Tl 06 06 06 06
6107 8107 L10T 9102 610C  8I0T LIOZ 910T
‘0¢ dy ‘o€ dy
papud papud
syjuowx syjuowx
anoy anoy

19)U20 UOIINQLISIP puk A3BI0)S S[ELINBW JUO o
19JU90 JuIssoo0ld pjow auo .

I0Judd uonye)s SUIXIW U0 »

our] Surssaooid Jeqal pajewiome UO o

sout] uononpod 9J10U00 315801 ¢ oopdAT] e

L2ION

I0JU9d UONNQLNSIP PUL 9FLIO0)S S[ELIOJEW QU0  »
191U90 JuIssa001d pjow ouo .

I0JUQD UOTIR)S JUIXIW QU0 »

our] urssaoold Ieqal PoJEWIOINE QU0 o

saur] uononpoid 93010u00 jsedard 921y} .
19JU2d UONNQLNSIP PUL 9FLIO)S S[BLIOJEW AUO  »
19}U90 JuIssa001d pjow auo .

I0JUQO UOIIR)S SUIXIW QU0 »

our] Surssoooid Jeqas pajewione duo o

sout] uoronpoid 23210u09 Jsedaid omy .

I0JU9d UONNQLNSIP PUL 9FLIO0)S S[ELIOJEW QU0 o
191U90 JuIssa001d pjow ouo .

I0JUdd uoIIe)s SUIXIW QU0 »

our] Surssaoold Ieqal PoJEWIOINE QU0 o

sout] uononpoid 9)910u09 3se0a1d 09Iy} .

Y107 AeIN €00°€LT

0202 1dy
ur pjoadxy 97¢C8

y10zaunf 178°Cc

010T 199010 8€T9Y

z1ozunf 6.8y

¢ oy e UonEZIMN Hoede)

(st puesnoyy ur)
1 20y A33RdED) WONINpOI]
[enuuy

1e12d ANME] uoyanposg

suoperddQ jo  (‘urbs)

juduRUIWUO)  BIIE

s

OB T )
«A10108 ] urfuer ],

0132y 12qafy-utluvi [ -suiliog

£ 2o OB TN I6)
K1010€,] UBYNA\ TOQNH

R s B )
K10308,{ NOYZUAY) UBUNE]

(O T oo e B )

K10108, Suerx3uIN UBUNH

(O T 0 5 B )
K10308,] Suekon X ueuny

K10)deq

144



BUSINESS

0°¢C el ¢8Il 4
¥ e 'St 1'8¢C ¥0
§es Cle 1'6C L'ST

€6¢ 9'Cc 6°¢E 0°€c

081 081 081  0OSI

06 06 06 06

SOl SOl SO1 Sl

00¢€ 00€ 081 0TI

6107
‘0¢ dy
papud
syjuowx
anoy

8107 L10T 910T

6102
‘o€ dy
papud
syjuowx
anoy

810C  LI0OT  910T

JI21U9d

uonnqLIsIp pue o5eI0)S S[EIINJEW JUO o

191u90 JuIssaoold pjow auo .

J21U90 uone)s JuIXIW QU0 »

our] Surssaoo1d Jeqal pojewIoNne AUO .

sour| uononpoid 9)210u00 jseodrd XI1s .

€107 Areniqad 759°6L

19JU90

uonnqLYSIp pue 93eI0)S S[ELIOJEW QU0 o

191u90 FuIssad0Id pjow auo

10Judd uone)s JUIXIW QU0 »

qur] Surssaoolid 1eqar pojewIo)ne AUO

saur] uononpoid 93010u00 Isedard Qa1y) .

z10z dunf £8Z°0T

J21U3d

uonnqLIsIp pue o5eI0)s S[ELISJeW U0 »

10)u09 Jurssaooid pjow U0

I0JUd0 uone)s JUIKIW QU0 »

our] Suisseoold Ieqal pojeWIOINE QU0 o

» aonSQUI] tononpord

9101009 3se0a1d JJey € pue 09Iy} .

L10T 11dy 80791

JI21U3d

uonnqLIsIp pue 93eI0)s S[ELIAJRUI U0 o

121u90 SuIssadold pjow auo .

I0JUdd uone)s JUIKIW QU0 »

oui| Surssaoo1d Jeqal pojewiolnNe JUO .

saur] uononpoid 93010u00 Isedard U9y .

S10T Areniqag ¢eeieel

(%)
¢ ooy 998Y UonEzIMN Aede)

(¢t puesnoyy ur)
1 20y A310€dED UONINPOIJ [ENUUY

1e2d Ae uonanpoig

suoperddp jo  (‘urbs)
JUAWDUWIWWO)  BIIR
NS

M)
£A10)08 ] 19JoH Iyuy

O Tt st 1)
«A10108,] SueAr ns3uelf

(T sT)
«K10308 ] TRYSUBYS

OBIT W TR
«A10198,] noyz3uey Sueifoyz

UO132Y DII(J 4241y 22)SUDL

K10)deq

145



BUSINESS

6+ VLI 9°LT 8'sT S99°T  S99°T SHST SITT

¥'0 9'CT 91 L0T 0€ o€ 0¢  Of

vy So¢ 0Tl [ 06 06 06 —
¢ 210509 I'ST e ¥'61 0t1 021 0TI 0TI

6102 8107 L10T 9102 6107  810T LIOZ 9107

‘o€ dy ‘o€ dy

papud papud

syjuouwx syjuowx

anojq N0

221y} Aq Ayoedes uononpoad [enuue ay) SUIPIAIP Se Paje[nofed st 610 ‘0€ [Hdy papuo
syjuowr anoj ayy 10j Ayoedes uononpoid ay [, “porrad ayy ur Ayoedes uononpoid ayy Aq porrad 2y ur paonpoid jiun HJ Jo SwWNJOA Y} SUIPIAIP SB PAJR[NI[ED ST 6107 ‘0€ [HMdy Papu2 sypuow Inoj ay) 10j jer
uonezinn oy, “wnuue 1ad Ayoedeo uononpoid oy Aq 1eak ey ur paonpoid Jiun HJ JO SWN[OA ) FUIPIAIP SB PAJR[NO[LI ST 817 PUB L[0T ‘9107 ‘1€ I0QUIRI(J PIPUR SIBAA oY) 10J )kl uonezinn ayL (7)
'SISeq PAZI[ENUUE U0 PAJRINI[RI SI 6107 ‘0¢ [Mdy papus syjuour 1oy ay) 10j Aj1oedes
uononpold jenuue dy ], ‘Ayoededs a3e10)s pue (syuejd Surxiw pue sAaqjon Jurpnjour) saniioey uonanpoid jo Ayoedes Yy pue jiun HJ Yyoea 1oy awr uononpold ay) Junodoe ojur Jurye) 198 uonewNsd
oarsuoyaIdwod  s1 )] "Jedk 10d sAep (p¢ ur Aep e s1o1w 21qnd (0] seonpoid oul] uononpoid yoes Surwunsse Ayoedeo uononpord wnwixew pauisop Yy 03 S19Ja1 Ayoedes uononpoid [enuue oyl ()
'19JoH pue (SueAr) SurfueN ‘rey3ueys ‘noyz3uey ‘urfuer] ‘eyssuey)) o'l ‘SI0)UOO [RUOISIT oY) AJeOIPUT 4

10JU20
uonnqLIsIp pue 95eI0IS S[ELIOJBUW SUO

191u90 Furssaoold piow auo
19)U9O UONE)S SUTXIUW U0
qur] urssaoouid 1eqar pojewioine uo

qui] uononpoid 93010u09 3sesa1d ouo

10U
uonnqLIsIp pue o3e10)S S[eLIAEW U0

191u90 Furssadoid pjow auo

19)udd uone)s JuIXIwW AU

qur Sursseooid 1eqa1 pajewIoOINe U0
sour] uononpoid 93210u09 3seda1d 2911}

I9JUd0
uonnqLIsIp pue 95eI0IS S[ELIOJBUW U0

10)u09 Jurssaooid pjow auo
J21U92 uone)s SurXiw ouo
qur] Surssaooid 1eqar pejewioine uo

sour] uononpoid 93910u09 3sesa1d 1nojy

S2JON

_ VNhamww ...................... e101,

ORI 114 35124 )
9 210yAI0108]

S10T 1990390 99091 noyz3uenr) Juop3uenn)

0182y Vo (J 4241y [AVOJ

(%)

¢ oy 390 UOBEZIWN Kyorde)

(¢t puesnoy) ur)
1 a0y K33RdARD UOINPOIJ
[enuuy

1e2d Ae uonanpoig

Ol Tz )
L10T AInf 6€€°TE A1oy0e4 UB, N YUY
O T %l &g 2)
9T0T 19quIda29( (091°0T A1oyoeq Suedng myuy
suoperddp jo  (‘urbs) K10)deq
JudURIUIWWO) BoJae
NS

146



BUSINESS

6102 ‘0¢€ [1dy papus syjuow Inoj ay) 10J padnpal A1030e,] uifuer] jo Aoeded uononpoid oy ‘a10jo1ay .

"610C JO JTeY Pu0das oy} UT Pa[[eIsul-a1 aq [[im dur] uononpoid yong -esodind uorsuedxa Ayroedes 103 ourp uononpord auo paysijowdp A10joe urfuer] ‘610z ‘0¢ [1dy popud syjuow Imoj oy Suung
‘s1)oW 21qNd )00 04 ST A1oedes uononpourd fenuue pa)oadxa S)] “UONONNSUOD IAPUN [[1)S SEM DUIAOIL] TOqNH ‘UBYNAy UT A10J0B] PAUMO-A[[OYM INO ‘)R] 2[qBO1IRIJ 1SR 2} JO S

uawesur aur] uononpoid jo ssaooid oy ur sem £10108 ] noyzsuenn o pue pajd[dwos sem daow oy} ‘6107 ‘0¢ [V Jo sy ‘popuadsns AJuerodud)

sem A10308] noyz3uens mo jo uononpoid oy sny) pue 2ourA0Id SuopSuens) ‘NOYZINH UT UONLIO] MU & 0} Sutaowl sem AI10)oe] noyzSuenn) mo ‘g1z ‘0¢ [Mdy popue syuow oy oy Suumn(
*S10BIIUO0D YY) 0JUI PAIAUS APESI[E PBY M [OIYM 10

s100fo1d mou 10} A1ddns 03 parress 34 j0u oAy Inq s309foid urered o3 syun D jo Surddns oy pajordwios om jey) 3oy oy} 03 anp Ajurewnid ‘A[JuedrjIuSIS PISeaIdop SILI0JOB] ISAY) JO ST UONBZI[IIN O [
“wAYSAS A10Je[n0110 nononpod [euIejul Ino Y3noIy

saul] uondnpoid IdY10 0} PAJOAUU0D A[[BO1jEWIOINE 3 JOUURD 1 Jey) 18] 2y} 0} anp dul] uononpold prepueis Ino uey) 1omo[ St yarym jo Aydedes ay ‘durp uononpoiad X1y € 03 s19j21 aul] uononpoid jrey oy,
‘poriad/reak owres oy Sunmp £10308,] ngn jo Aoedes uononpoid €103 oy Aq porrad

/180K ye ur A1030e] n3nT Aq paonpoid jun HJ JO SWN[OA 10} 9y} SUIPIAIP SB paje[nd[ed e ( A10308, N3N, ‘A[OA1}O9[[09) ] dseyd A1030e,] n3nT pue | aseyd A1030e,] n3n Jo sojel uonezinn JyJ,

(8
(L)

)
(©)
(%)
(©

147



BUSINESS

In 2016, 2017 and 2018 and the four months ended April 30, 2019, the annual capacity of our
PC unit production line was 1,215,000 cubic meters, 1,545,000 cubic meters, 1,665,000 cubic meters
and 1,665,000 cubic meters (on annualized basis), respectively. The average utilization rate of our PC
production lines is approximately 25.8%, 27.6%, 17.4% and 24.9% for the years ended December 31,
2016, 2017 and 2018 and the four months ended April 30, 2019, respectively. The utilization rate of
our production lines is affected by the scale of local market and the demand for PC units according to
the construction progress of the projects. In particular, the production lines in the Northern China
Region are affected by the seasonality, and their utilization rate may fall below 10% in winter months
(from December to March). For reasons of the seasonality, please refer to the section headed
“—Seasonality”. We expect that the prefabricated construction industry scales will experience
explosive growth in near future, in light of which we have provided buffers for production capacities
when designing and investing in our PC production lines to accommodate such market demand. With
the growth of industry scales and market demand, we expect that the utilization rate of PC production
lines may increase significantly in 2019. However, due to the seasonality effect of our business, the
general utilization rate of our PC production lines for the four months ended April 30, 2019 remained
at the similar level of 2018. Based on our backlog (the contract value of products or services that
remain to be completed as of a certain date) as of December 31, 2018, and without considering new
contracts to be entered into, we estimate that the utilization rate of our PC production lines will reach
60% to 80% in 2019 on average without taking into account the increased production capacity of
production facilities in 2019 as a result of our business expansion. The above estimation is made based
on the total volume of PC units (i.e. 1,006,312 cubic meters to 1,341,750 cubic meters based on the
range of average unit price of PC units in different regions in the PRC in 2018) to be produced under
our backlog for the PC unit manufacturing business as of December 31, 2018 (amounted to
RMB3,220.2 million) and our annual production capacity of 1,665,000 cubic meters for the year ended
December 31, 2018, assuming all of the backlog contracts are performed in accordance with its terms
within 2019. We anticipate that our production capacity of the production facilities will increase to
1,935,000 cubic meters by the end of 2019. If we take into account the increased production capacity
(assuming other variables remain constant), we estimate that the utilization rate of our PC production
lines will reach 52% to 69% in 2019 using the abovementioned total volume of PC units based on our
backlog for the PC unit manufacturing business as of December 31, 2018, assuming that all of the
backlog contracts are performed in accordance with its terms within 2019. For the growth trend of the
industry, please refer to the section headed “Industry Overview”.

We conduct repair and maintenance checks on the production lines on a regular basis. In
addition to daily maintenance checks, we carry out maintenance inspections weekly and monthly
without interruption of our production. For inspections that take up longer time, we may need to stop
running the equipment for a day or two. However, we normally do not halt the entire production line
for such inspections. During the Track Record Period, we did not incur any material production
suspension due to equipment failure.

We also regularly upgrade our production equipment to enhance its function and/or efficiency.
Unlike a replacement, the equipment upgrade normally does not interrupt our production.

Broad Homes United Program
Overview

In the PC industry, due to the economic transportation radius of 150 km of a PC factory, it
requires a widespread network of PC factories across the country in order to support the business
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growth and capture the growth of various local markets. However, establishing and constructing a PC
factory requires substantial amount of capital commitment and hence it imposes even greater capital
challenge to establish a PC factory network nationwide to capture the various local market growth. In
order to rapidly capture the market growth and take advantage of the booming development of the
industry, we innovated and initiated Broad Homes United Program as one engine of our dual-engine
driven model combining wholly-owned and joint factories. Broad Homes United Program allows us to
expand our footprint across the country through limited capital contribution. We customized Broad
Homes United Program according to our operation, growth plan and industry development, which is in
the process of development and perfection. Under this program, we cooperate with selective local
partners, who are the JF Partners, to set up the Joint Factories. We sell equipment and provide various
services to the Joint Factories to manufacture PC units in the regions in our view with less scalable
market than the market where our wholly-owned factories are located in, as well as promote our
production and management system for PC unit manufacturing. We believe through Broad Homes
United Program, we, in particular our production and management system, are able to penetrate into
those potential markets and gain advantages as an early mover before the markets boom. In addition,
since the Joint Factories adopt similar operation management system and equipment in the
manufacturing of the PC units as those of our wholly-owned factories, we are able to promote our
management system and exert our influence in the industry with a view to lead the development of
construction industrialization. Thanks to our well-recognized brand and prestigious reputation in the
industry, large real-estate developers, construction companies, design institutes and government
investment vehicles are inclined to contact us to discuss about the participation in our Broad Homes
United Program.

Selection of Target Market
When choosing the target areas of the Joint Factories, we normally take into account:

(i) the total economic volume, population, level of urban development, market size of real
estate development and construction industry of the target market;

(i1)) the awareness, level of attention and support of the local government and administrative
authority of construction industry; and

(ii1) the availability of qualified JF Partners, who shall well recognize our brand and have a
will to cooperate with us.

Selection of JF Partners

We choose our JF Partners selectively. We expect our JF Partners to have access to stable
market demand for construction industrialization or high quality market resources together with strong
market development capabilities and financial strength. They shall also (i) share our vision towards the
prospects of construction industrialization; and (ii) share our value of “No Speculation and Upholding
Integrity”.

Our investment and cooperation center is responsible for approaching potential partners and
initiating preliminary negotiation with them. Different standards have been formulated based on the
types of companies for assessing the potential partners. For example, in case of construction
companies, in general they shall have a qualification of second-grade or above for construction
contracting; and in case of investment companies, in general their registered capital shall exceed
RMB20 million. After reviewing the quality of the partners, the regional managers of our investment
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and cooperation center will determine whether to proceed with further negotiation. After the approval
of general manager of our investment and cooperation center, the investment and cooperation center
will negotiate with the potential partners and enter into agreements with them.

Leveraging on Broad Homes United Program, we are able to convert potential market
competitors to business partners. The major purpose for the investment in the Joint Factories is not
only to realize investment returns but also to quickly capture the local market with limited capital
commitment at the early stage of the market development and promote the management system for PC
unit manufacturing.

As of April 30, 2019, we had 158 JF Partners, including 75 government investment vehicles
and 83 companies related to the prefabricated construction industry. Out of these 83 companies, 37
were construction companies, seven were new materials companies, six were real estate developers,
four were design institutes and the remaining 29 were other companies such as construction materials
companies and environment protection related companies. The government investment vehicles are
usually controlled or invested by local government agencies to facilitate the local development plans.
We strategically engage government investment vehicles for the following reasons:

(1) local governments are shareholders or promoters of the government investment vehicles.
Leveraging on the involvement and participation of the government investment vehicles in
the Joint Factories, such Joint Factories would be able to have better understanding of
local policies and standards of government-funded projects, and thus are in a better
position to acquire project information and become more competitive in satisfying the
bidding requirements of such projects;

(ii)) the government investment vehicles, which are controlled or invested by local
governments, usually have access to local land and property resources and therefore may
provide or help the Joint Factories to obtain land and plant resources for the construction
of the Joint Factories; and

(iii) due to their close connection with local governments, the government investment vehicles
may use their knowledge and experience in the prefabricated construction industry
obtained during the course of cooperation with us to participate in the formulation of local
industry standards, which may further benefit the Joint Factories and promote the business
and products of us and the Joint Factories.

As of April 30, 2019, we had contracted to invest in 85 Joint Factories and signed the
equipment purchase agreements of 267 production lines. The table below sets forth details of the JF
Partners:

Range of Percentage Specific contribution to the

Number of JF  of Equity Interest in operation and management
Categories of JF Partners Partners the Joint Factories of the Joint Factories Yo
Government Investment Vehicles .................. 75 2.5%-65% @,8,®,6
Construction Companies .. ....................... 37 2%-82% @,,®,6
New Material Companies . .................coooun.. 7 10%-67% 2,®,6
Real Estate Developers ................ccooooo... 6 12%-75% @,8,®,6
Design Institutes . . ... 4 1%-10% 2,®,6
Others . ...t 29 10%-68%
Total ... .. ... 158 — —
Notes
®. Provision of financing channels, such as borrowings.
@. Technological cooperation and development of new products and patents.
®. Provision of land and facilities resources.
@. Recommendation of clients and projects resources.
®. Local marketing resources.
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As of the Latest Practicable Date, all of our JF Partners are Independent Third Parties. In 2016,
2017 and 2018 and the four months ended April 30, 2019, two, four, 11 and four JF Partners were also
our customers, respectively, from whom we generated a revenue of RMB92.7 million, RMB33.1
million, RMB18.7 million and RMB26.4 million, respectively, excluding the sale of PC equipment by
us to a Joint Factory which is also a partner of other joint factories. We provided materials, PC units
and PC design services to those JF Partners. For one JF Partner, we acted as the general contractor for
the governmental housing project in Yumazhuang, Yiyang, Hunan Province (WiF % % B £/ HE) of
such JF Partner and recorded a revenue of RMB88.4 million, RMB27.2 million, RMB10.1 million and
RMB23.6 million in 2016, 2017 and 2018 and the four months ended April 30, 2019, respectively.
Save as disclosed herein, none of the other JF Partners is our supplier or customer during the Track
Record Period.

Arrangement with the JF Partners

We usually hold 35% equity interest in the Joint Factories; thus they are not our subsidiaries.
Depending on the registered capital of each Joint Factory, our investment in a Joint Factory normally
ranges from RMB21 million to RMB42 million. We do not control the management of the Joint
Factories. Please refer to the section headed “Risk Factors—We may not realize expected investment
return or suffer loss with respect to our investment in the joint factories” for more details.

The major terms of the joint venture agreements and the articles of association of the Joint
Factories include, among other terms:

»  the JF Partners and we shall jointly select the specific location of the Joint Factory within
an agreed region;

* we are entitled to appoint director(s) in the board of directors of the level one Joint
Factories according to our shareholding in the Joint Factories. For details of our level one
and level two Joint Factories, please see “—Development of the ‘Two-level Management
Strategy’ on Our Portfolio of Joint Factories.”

»  we shall provide systematic services to the Joint Factory to facilitate the management of
its business during the establishment, including the design of factory layout, training for
management personnel and workers, and the establishment of manufacturing management
system, quality control system, cost control system, market management system and other
operational systems. We can also provide guidance and support on technology and
management during the operation and other consultation services at market price;

»  we shall sell, and the Joint Factories shall purchase the PC unit production lines developed
by us at market price;

*  we shall authorize the Joint Factories to use our intellectual property in relation to the PC
unit products of the Joint Factories;

*  the JF Partners are responsible for the marketing of PC units in the local market and the
coordination with local competent authorities;

» the profits of the Joint Factories are shared by the JF Partners and us pursuant to the
respective shareholding in the Joint Factories;

* the sharecholders of the Joint Factories enjoy the right of first refusal under the
circumstances of share transfer; and
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*  the non-defaulting party may terminate the agreement if there is any material breach of
agreement.

Unanimous approval from all shareholders of the Joint Factories is required for certain issues
that may have a material impact on the operation and financial position of the Joint Factories, such as
issuance of bonds, provision of financing or guarantee/mortgage/pledge to a third party by the Joint
Factory.

Based on the following, the Directors are of the view, and the Joint Sponsors concur, that the
transactions with the JF Partners were conducted under normal commercial terms:

» the terms and conditions of the joint venture agreements were determined after arm’s
length negotiation among us and the JF Partners; and all of the JF Partners are Independent
Third Parties;

»  over 80 joint venture agreements have been entered into among us and more than 150 JF
Partners, which include government investment vehicles, construction companies, real
estate developers, design institutes and other types of companies all over China, and some
of these JF Partners are well-known market players; the major terms and conditions in
relation to the establishment of a Joint Factory and the sale of PC equipment that we
entered into with these JF Partners are similar and have been broadly recognized and
agreed by the JF Partners who have different background and locate in different regions in
China; and

» the price of the PC equipment sold by us is market comparable. Please refer to the section
headed “—Our PC Equipment Manufacturing Business—Overview” for more details.

Joint Factories

We sell PC equipment to the Joint Factories pursuant to the joint venture agreement. We also
enter into a separate PC equipment contract with Joint Factories, pursuant to which we provide
services including installation, debugging and after-sales services as well as production management
training. In order to facilitate the performance of Joint Factories and their PC unit manufacturing and
management, we can also provide our PC-CPS system and services to them. For more details, please
refer to the section headed “—Our PC Equipment Manufacturing Business”. As of April 30, 2019, not
all of the Joint Factories had adopted PC-CPS and only 17 Joint Factories had installed all the modules
of PC-CPS which were able to generate data of the Joint Factories, such as production capacity and
production volume. The data available from PC-CPS usually includes client information, project
information, process plan, manufacturing information and procurement information.

As of April 30, 2019, we had contracted to invest in 85 Joint Factories, among which we had
made capital contribution (in part or in full) to 60 Joint Factories. Out of such 85 Joint Factories, 47
Joint Factories with 196 production lines were capable of commencing commercial production. These
85 Joint Factories are located in 79 cities in the PRC. Among these 47 Joint Factories, 42 Joint
Factories with 177 production lines had already commenced production as of April 30, 2019. For the
geographic location of the Joint Factories as of April 30, 2019, please refer to the map on the front
page of this prospectus headed “Locations of our wholly-owned factories and Joint Factories”.
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We plan to continue to expand the landscape of our Broad Homes United Program in the future
to further increase our penetration and promote our “Broad Homes” brand in the PC market of China.
We plan to establish a total of 67 Joint Factories covering 66 cities with GDP over RMB100 billion
from 2019 to 2024. In 2019, we plan to enter into agreements to establish 18 new Joint Factories in
cities including Suining (Western China Region), Zibo (Eastern China Region), Xingtai (Beijing-
Tianjin-Hebei Region), Huizhou (Pearl River Delta Region), Baotou (Northern China Region), Shiyan
(Central China Region), Chifeng (Northern China Region) and Liaocheng (Eastern China Region). In
2020, we plan to enter into agreements to establish 19 new Joint Factories in cities including Xuzhou
(Eastern China Region), Zhenjiang (Eastern China Region), Ganzhou (Eastern China Region),
Huanggang (Central China Region), Zhongshan (Pearl River Delta Region), Luoyang (Northern China
Region) and Baoji (Western China Region). In 2021, we plan to enter into agreements to establish
another eight new Joint Factories in cities including Anyang (Northern China Region), Chengde
(Beijing-Tianjin-Hebei Region) and Chuzhou (Eastern China Region). In 2022, we plan to enter into
agreements to establish eight new Joint Factories in cities including Jinzhou (Central China Region),
Maoming (Pearl River Delta Region), Xining (Western China Region). In 2023, we plan to enter into
agreements to establish seven new Joint Factories in cities including Yantai (Eastern China Region),
Xianyang (Western China Region), and Yichang (Central China Region). In 2024, we plan to enter into
agreements to establish seven new Joint Factories in cities including Qinzhou (Pearl River Delta
Region), Yulin (Western China Region) and Zhangzhou (Eastern China Region).

The table below sets forth details of the expansion plan of Broad Homes United Program from
2019 to 2024:

Total Number of Total Number of

Location Joint Factories Production lines
Eastern China Region . ........... .. ... i 25 112
Beijing-Tianjin-Hebei Region .. ...... ... .. .. .. . ... . . .. ... 6 28
Pearl River Delta Region .. ...... ... .. . . 9 33
Central China Region ........... ... ... .. 10 46
Western China Region . . ....... .. ... 8 30
Northern China Region . ....... ... ... .. .. .. 9 35
Total . ... 67 284

Our Influence on Joint Factories and Our Management Strategy on Joint Factories Portfolio
Standard Measures

We do not control the Joint Factories, and therefore, though we provide our systematic services
to the Joint Factories to facilitate their management of business during the establishment, the Joint
Factories have the discretions in their daily business operations, procurement, sales, project selection
and financing as well as settlement. We, however, participate in certain key operation and management
decision making of the Joint Factories, including but not limited to, the annual business development,
the annual budget as well as nomination and appointment of senior management personnel.

A consistent product quality, brand image and level of customer satisfaction are the key to
maintaining the integrity and attraction of our brand. Unlike our wholly-owned factories, we do not
have control over the day-to-day management of the Joint Factories. Therefore, as a starting point and
our standard measures when we invested in a Joint Factory, we managed to build in certain
mechanisms into the joint venture agreement with the JF Partners with an aim to provide a consistent
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system and technology supervision measures to the Joint Factories. As a starting point, we planned to
participate in the key management and decision-making process of the Joint Factories through
appointment or recommendation of directors. In addition, we have also implemented the following
measures:

*  provision of assistance through PC-CPS to the Joint Factories: the Joint Factories are
encouraged to adopt our PC-CPS; through PC-CPS, the whole-process digitized
information system, we believe the Joint Factories can control the production and
operation so as to increase production efficiency on one hand, and we are able to provide
technical assistance to the Joint Factories on the other hand;

»  provision of standardized PC production lines: pursuant to the joint venture agreements,
the Joint Factories shall purchase the standardized PC production lines from us to ensure
the unified production facilities; together with the equipment, we also provide our services
in relation to installation and debugging of the equipment to the Joint Factories;

»  promotion of technology: we provide trainings to the management and skilled workers of
the Joint Factories as well as our PC-CPS to facilitate their management and operation; we
also formulate standard quality control measures to be implemented in the Joint Factories
so as to ensure the consistent quality of our products; and

e Dbrand sharing: we share our brands, trademarks and other types of intellectual property
with the Joint Factories; we request the Joint Factories and JF Partners to keep strictly
confidential of the information in relation to the cooperation of the Joint Factories.

Development of the “Two-level Management Strategy” on Our Portfolio of Joint Factories

During the Track Record Period, we have extended our footprint in the cities and regions across
the PRC by establishing Joint Factories to capture the opportunity to promote our brand and the
production and management system of PC units manufacturing. In 2017 alone, we entered into joint
venture agreements for 44 new Joint Factories in aggregate. The revenue generated from the PC units
manufacturing business increased by 101.7% in 2017 from 2016. With the quick expansion of the network
of Joint Factories and the rapid growth of business volume of wholly-owned PC factories, we encountered
increasing challenges in participating in the management and decision-making of each Joint Factory
through appointing director and arranging experienced management personnel. Therefore, we explored
and sought for a management model for Joint Factories which is suitable for our current development. In
late 2017, we adjusted the management model of Joint Factories and formulated the “two-level
management strategy” on Joint Factories. In early 2018, we started to implement this “two-level
management strategy”. Subject to the consent of the JF Partners, we withdraw from participating in the
decision-making process of the key operational management of certain Joint Factories, to better respond to
the challenges imposed on our limited management resources with our implementation of Broad Homes
United Program.

The details of our “two-level management strategy” are set out as follows:

*  Level one: for Joint Factories (i) located in or nearby cities or regions with GDP ranging
from RMBS500 billion to RMB1,000 billion; (ii) whose JF Partners strongly expect us to be
more involved in the decision-making process of such Joint Factories; or (iii) located in
regions with relatively strong potential, we currently adopt level one management on
them. We are entitled to appoint director(s) in Joint Factories subject to level one
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management. The number of director(s) appointed by us in the Joint Factories is
determined based on our shareholding in the Joint Factories. We are generally entitled to
appoint one or two directors in the level one Joint Factories. The directors appointed by us
attend the board meetings of the Joint Factories to participate in the management of the
Joint Factories as well as to facilitate the establishment and selection of the management
team of the Joint Factories and to export our valuable management experience. We also
exert our influence over the management of the Joint Factories through attending the
shareholders’ meeting to determine matters such as (i) formulation of annual business
plan; (ii) determination of annual budget and (iii) determination of annual profit
distribution or deficit coverage plan. The annual business plan generally sets out the
annual objectives with respect to, among other things, the production volume, revenue,
gross profit, net profit and new contract value. Based on the performance of the Joint
Factories, in case there is any material obstacle in its continuous operation, we may
determine whether to continue the cooperation with the JF Partners pursuant to the joint
venture agreements.

Level two: for certain Joint Factories (i) located in cities or regions with GDP below
RMB500 billion, (ii) located close to our wholly-owned PC factories or other Joint
Factories; or (iii) where the level of construction business activity in the cities or regions is
below our expectation, we currently adopt level two management. In order to reallocate
our limited management resources and motivate the majority shareholder(s) of the Joint
Factories, after our negotiation and subject to the consent of the JF Partners, we no longer
held the decision-making rights in the key management decisions of the Joint Factories in
the board meetings or shareholder’s meetings (except for the decisions concerning the
matters of: (i) dividend distribution and making up losses; (ii) increase or decrease in
registered capital; (iii) merger, spin-off, insolvency, wind-up or any other change in the
formality of the Joint Factories; and (iv) amendment on the articles of associations) and
ceased to appoint directors and to be entitled to nominate directors. All the directors
appointed by us in level two Joint Factories resigned from the position as a director in the
Joint Factories and we no longer had effective board representation in level two Joint
Factories. Instead, we obtain information about the operation and financial performance of
level two Joint Factories by presenting in the regular meetings of Joint Factories (such as
the senior management meetings and regular business meetings), the financial data
provided to us quarterly as well as the data generated from the operation of PC-CPS in
case PC-CPS is installed in the Joint Factories, so as to keep track of the compliance by
those Joint Factories with the standards of our brand and reputation. In case of any breach
of joint venture agreement by the JF Partner which may result in any adverse impact on
our brand and market reputation, we may request the JF Partner to rectify the same and in
case of serious breach, we may terminate the cooperation with the JF Partners and claim
for damages. Although we adjusted the strategies of managing level two Joint Factories,
the relevant adjustments are in line with the objectives of Broad Homes United Program.

We plan to continue to promote and implement the “two-level management strategy”. During
the Track Record Period, certain level one Joint Factories were re-categorized as level two Joint
Factories for one or more of following reasons: (i) the Joint Factory is located in a city or region with
GDP below RMBS500 billion; (ii) the Joint Factory is in close proximity to one or more wholly-owned
PC factories or other Joint Factories; and (iii) the level of construction activity in the city or region
where the Joint Factory is located in is lower than expectation. For example, as of the Latest
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Practicable Date, we further categorized ten level one Joint Factories that we had made capital
contribution to as of December 31, 2018 as level two Joint Factories, as they are geographically
located close to other Joint Factories or to our wholly-owned PC factories; as well as identified five
Joint Factories that we had made capital contribution to as of the Latest Practicable Date as level two
Joint Factories. As of the Latest Practicable Date, among the Joint Factories which we had made
capital contribution to, 45 Joint Factories were identified and classified as level two Joint Factories.
Based on mutual agreement after arm’s length negotiation and the articles of association (or as
amended) of those Joint Factories, we do not involve in the key operational management of these 45
Joint Factories.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, we made capital contribution of RMB355.6 million, RMB771.0 million, RMB450.0 million and
RMB45.8 million to the Joint Factories, respectively. The table below sets forth the number of the
level one and level two Joint Factories that we had made capital contributions to as of the indicated
dates:

As of the
Latest
As of Practicable

As of December 31, April 30, Date

2016 2017 2018 2019 2019
Level One Joint Factories ......................... 19 41 29 25 19
Level Two Joint Factories .. ....................... — — @ E E
Total . ... 19 41 59 60 64

In the future, with the robust growth of prefabricated construction industry, the business scale
of our wholly-owned PC factories and the Joint Factories is expected to increase. In the meantime, we
will further progress the level-two management model. Over time, we believe this level-two
management model (i.e. no participation in key operational management) will be more mature and
widely accepted by the market. When the circumstance allows, we may categorize more and more
level one Joint Factories into level two Joint Factories. With the expansion of Broad Homes United
Program and subject to further negotiation with our JF partners, we expect to gradually re-categorize
level one Joint Factories as level two Joint Factories, except for the circumstances under which our JF
Partners have expressed a strong desire to involve us in the daily operation and management of the
Joint Factory. Out of the 19 level one Joint Factories that we had made capital contribution to as of the
Latest Practicable Date, we expect to re-categorize three as level two Joint Factories by the end of
2019. Moreover, we currently plan to categorize all 67 Joint Factories that we plan to establish from
2019 to 2024 as level two Joint Factories at the time of establishment, but do not preclude the
possibility of change of plan for a few Joint Factories under the circumstances where our JF Partners
have a strong desire to involve us in the daily operation and management of such Joint Factories.

Accounting Treatment for Joint Factories

Depending on whether we have significant influence on the Joint Factories that we had made
capital contribution to, we recorded them as either associates (for level one Joint Factories) or financial
assets at fair value through profit or loss (for level two Joint Factories) in our financial reports. We
recorded gains on loss of significant influence in associates of RMB261.5 million and RMB§7.3
million, respectively in 2018 and the four months ended April 30, 2019 from the remeasurement of 30
Joint Factories and four Joint Factories, respectively, that we had made capital contribution to as
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financial assets at fair value through profit or loss. We did not remeasure any associate as financial
assets at fair value through profit or loss in 2016 and 2017. Please refer to the section headed
“Financial Information—Factors Affecting Our Results of Operation—Business Model of Broad
Homes United Program” for more details.

We recorded losses in our investments in associates as a whole during the Track Record Period
as some of the Joint Factories were under construction, trial operation or ramp-up period and have not
yet recorded any profit from their operation. As such, we recorded a negative share of profits less
losses of associates of RMB17.1 million, RMB69.7 million, RMB98.3 million and RMB26.3 million,
respectively, for the year ended December 31, 2016, 2017 and 2018 and the four months ended
April 30, 2019. However, based on the internal feasibility study we conducted before investing in the
Joint Factories, we would generally expect the Joint Factories to record profits after three to five years
and achieve payback after eight years commencing from the signing date of the joint venture
agreement.

The following chart illustrates the timeline of the different development stages of a Joint
Factory:

Ent'er.ing into of Commence Achieve designed
the joint venture Establishment roduction production capacity; and Achieve

agreement p start to generate profit payback

Three  Nine months in average for those . Three to five years in
months in who lease facilities and Two years in average average
average 24 months in average for those
who construct new facilities
Construction and | . . .
Note I Ramp-up period Profit generating period

preparation period

Note:
(1) The construction and preparation period generally includes the time for (a) acquisition of the land; (b) construction or leasing of the
production facilities; (c) installation and debugging of the PC equipment; and (d) recruitment and training of suitable workforce.

As most of the Joint Factories were established less than three years, we expect we may
continue to record negative share of profits less losses of associates as a whole in near future although
six and four Joint Factories which are recorded as associates recorded profit in 2018 and the four
months ended April 30, 2019¥% respectively. In addition, two and two Joint Factories which are
recorded as financial assets at fair value through profit or loss recorded profits in 2018V and the four
months ended April 30, 2019%o respectively.

Note : according to the management accounts of such Joint Factories.
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Performance of the Joint Factories

The table below sets forth the breakdown of the Joint Factories by locations and status as of
April 30, 2019:

Number of Joint Factories

Capable to

Location Entered into Contract ™! Under Construction*? Commence Production ™3 Total
Eastern China Region .......... 10 2 20 32
Beijing-Tianjin-Hebei Region . . . . 3 1 4 8
Pearl River Delta Region . ....... 1 - 2 3
Central China Region .......... 1 1 6 8
Western China Region .. ........ 9 4 10 23
Northern China Region ......... 2 4 5 11
Total ....................... 26 12 47 85
Notes:

(1) include joint factories for which we have entered into contract with the JF Partners but yet to establish or commence construction
(2) include joint factories which have started construction but yet to have the capability to commence production
(3) include joint factories which are capable to commence production

As of April 30, 2019, the total production capacity of the Joint Factories which are capable of
commencing production was 3,920,000 cubic meters per year. The table below sets forth details of the
Joint Factories that are capable to commence production:

Capable to Annual Production
Commence Number of Capacity Nore

Location of factory Production Production Lines (m3)
Eastern China Region
Wenzhou, Zhejiang Note 2 December 2017 5 100,000
Ningbo, Zhejiang Nete 2 December 2016 2 40,000
Shaoxing, Zhejiang Note 2 October 2017 4 80,000
Jiaxing, Zhejiang Note 2 December 2018 5 100,000
Changzhou, Jiangsu Note 2 October 2017 3 60,000
Suzhou, Jiangsu Note 2 March 2017 5 100,000

September 2016 3 60,000
Huai’an, Jiangsu Note 2 December 2017 5 100,000
Wuxi, Jiangsu Note 2 May 2018 3 60,000
Huaibei, Anhui Mot 2 June 2018 3 60,000
Nanchang, Jiangxi Note 2 June 2018 5 100,000
Jiujiang, Jiangxi Note 2 December 2017 3 60,000
Yichun, Jiangxi Nete 2 September 2018 8 160,000
Fengcheng, Jiangxi Note 2 December 2018 3 60,000
Shangrao, Jiangxi March 2019 5 100,000
Fuzhou, Jiangxi March 2019 3 60,000
Rizhao, Shandong Note 2 November 2017 5 100,000
Qingdao, Shandong Nete 2 June 2017 5 100,000
Tai’an, Shandong Nete 2 September 2017 5 100,000
Linyi, Shandong Note 2 June 2018 5 100,000
Beijing-Tianjin-Hebei Region
Tianjin Note 2 December 2017 5 100,000
Langfang, Hebei Nere 2 December 2017 4 80,000
Tangshan, Hebei Vote 2 June 2018 3 60,000
Baoding, Hebei Nore 2 June 2018 8 160,000
Pearl River Delta Region
Guangzhou, Guangdong Nete 2 June 2017 4 80,000
Nanning, Guangxi December 2018 5 100,000
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Capable to Annual Production
Commence Capacity Nore !

Location of factory Production Production Lines (m3)
Central China Region
Changde, Hunan Note 2 September 2016 5 100,000
Yiyang, Hunan Note 2 November 2017 3 60,000
Huaihua, Hunan Nete 2 January 2018 2 40,000
Yongzhou, Hunan Note 2 October 2017 3 60,000
Zhangjiajie, Hunan Note 2 September 2018 4 80,000
Hengyang, Hunan Nete 2 March 2018 4 80,000
Western China Region
Chongqing December 2017 Note 2 5 100,000

September 2018 3 60,000
Chengdu, Sichuan Note 2 September 2017 5 100,000
Luzhou, Sichuan Note 2 November 2017 3 60,000
Mianyang, Sichuan December 2018 3 60,000
Urumchi, Xinjiang Nete 2 July 2017 5 100,000
Shihezi, Xinjiang Note 2 June 2018 3 60,000
Yinchuan, Ningxia Nete 2 December 2017 3 60,000
Xianyang, Shaanxi Nete 2 March 2018 5 100,000
Hancheng, Shaanxi Nete 2 December 2016 3 60,000
Northern China Region
Luohe, Henan Note 2 August 2016 3 60,000
Xinxiang, Henan Note 2 June 2016 5 100,000
Zhumadian, Henan Note 2 December 2018 5 100,000
Taiyuan, Shanxi Note 2 August 2016 5 100,000
Hohhot, Inner Mongolia Nete 2 March 2018 5 100,000

Total 196 3,920,000

Notes:

(1) Annual Production Capacity refers to the designed maximum production capacity. We estimate that the annual capacity of our wholly-
owned factories is 30,000 cubic meters per production line. Considering that the Joint Factories have been put into production for only a
short period of time, we estimate that their production capacity is about 70% of our fully developed wholly-owned factories. It is a
comprehensive estimation after taking into account the production time for each PC unit as well as the capacity of production facilities
(including trolleys and mixing plants) and the storage capacity.

(2) These Joint Factories had commenced production as of April 30, 2019.

We consider the acceptance and installation of PC equipment by a Joint Factory as a milestone
for it to commence production. According to our internal feasibility study, Joint Factories are expected
to take approximately two years in average to generate profit after the commencement of production
(i.e. acceptance and installation of PC equipment). As we initiated Broad Homes United Program in
2016 and gradually achieved substantial progress in 2017 and 2018, most of the Joint Factories,
however, have yet to enter into breakeven or payback period since they are still at the early
development stage. The table below sets forth the number of Joint Factories that we had made capital
contribution to which (i) accepted and installed PC equipment; (ii) recorded profits; (iii) recorded
losses; and (iv) had no recorded profit or loss, in each year during the Track Record Period.

Year ended December 31,
2016 2017 2018

Acceptance and installment of PC equipment of Joint Factories

Number of Joint Factories that accepted and installed PC equipment . . ............. 7 19 19
Financial performance of Joint Factories"or

Number of Joint Factories that recorded profits ............................... 1 3 8

Number of Joint Factories that recorded losses .. ........... ... ... ... ... ...... 13 33 45

Number of Joint Factories without recorded profits/losses ....................... 5 5 6

Note: according to management accounts of such Joint Factories.
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We believe similar sales models are adopted by the Joint Factories as ours, based on the fact
that (i) the sales systems (including marketing module of PC-CPS, if applied) of the Joint Factories
were established with our assistance; and (ii) we have provided trainings to the management team,
including the sales team of the Joint Factories, on analysis of bidding process, marketing, client
management and visit, analysis of project costs, standard contracts, and utilization of marketing
module of PC-CPS, if applied. Based on our experience in the industry and the communication
between the Joint Factories and us, the customers of the Joint Factories are mainly real estate
developers, government investment vehicles and construction companies in the PRC, whose
backgrounds are similar to our customers. Given economic transportation radius of 150 km of a PC
factory, we generally do not invest in Joint Factories in the proximity area of our wholly-owned
factories except in certain provincial cities which we consider to have scalable market size. Where
there are multiple Joint Factories sharing the overlapping market, the Joint Factories may seek the
assistance from our investment and cooperation center in the region to coordinate on any issue that
may arise with other Joint Factories. For example, in case of any potential competition, our investment
and cooperation center may initiate a communication channel between the Joint Factories in the region
to solve the issue after friendly consultation between the Joint Factories or even establish a mechanism
to regulate marketing activities of the Joint Factories in the region.

We collaborate with Joint Factories in terms of clients referral and production capacity sharing.
The clients referral arrangement refers to the assistance we provide to the Joint Factories to support
their marketing development while we are not obliged to. We generally recommend the Joint Factories
with good performance to our strategic clients for their consideration for future business. We made the
referrals by introducing the Joint Factories directly to our clients. During the Track Record Period, we
made several referrals. For example, we referred our client Vanke to the Joint Factory in Tianjin, and
another client to the Joint Factory in Hebei Province.

Due to economic transportation radius of 150 km, the production capacity can only be shared
among Joint Factories and/or with wholly-owned factories covering the proximate regions. We
outsource orders of PC units of a project to the Joint Factories when (i) the production capacity of our
wholly-owned factories in a specific region is stretched by large volume of the orders on hand during
particular period of time, while the orders require production of PC units in abnormal shapes and it is
more cost-efficient to outsource such orders to the Joint Factory for production as extra time and
workforce would be required to make the adjustment on the production line (such as the adjustment on
mould to fit the abnormal shape) to fit the production requirement of abnormal shapes, and in turn,
decrease the overall efficiency of massive production in the wholly-owned factories; or (ii) the
construction site is in close proximity of the Joint Factories and thus it is more cost efficient to
outsource such orders to the Joint Factory to save the transportation costs. In addition, we also
outsourced the orders to the Joint Factory under the special circumstance. Our wholly-owned PC
factory in Shanghai outsourced two orders to the Joint Factory in the same region due to its relocation
in 2017, and orders in 2018 for a continuance supply for the same project. Our wholly-owned PC
factory in Guangzhou outsourced its orders at hand to a Joint Factory in the same region due to its
relocation in the four months ended April 30, 2019. During the Track Record Period, only wholly-
owned factories in Hangzhou, Tianjin, Shanghai and Guangzhou placed orders with the Joint Factories
in their respective proximate regions. In 2016, 2017 and 2018 and the four months ended April 30,
2019, we outsourced to the Joint Factories the production of PC units of 138.3 cubic meters, 2,677.7
cubic meters, 17,830.0 cubic meters and 1,213.5 cubic meters and incurred outsourcing cost
(representing the total amount of purchase of PC units from the Joint Factories) of RMB0.2 million,
RMB7.3 million, RMB46.4 million and RMB3.5 million, respectively. Our outsourcing costs in 2018
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increased significantly as compared to 2016 and 2017 primarily due to (i) the significant increase of
orders requiring production of PC units in abnormal shapes; and (ii) the significant increase of orders
placed with our wholly-owned factories when such wholly-owned factories were occupied by orders
on hand. On the other hand, when the wholly-owned factories have idle production capacity, they may
also share their capacity with the Joint Factories. For the years ended December 31, 2016, 2017 and
2018, we generated revenue of nil, RMB2.2 million and RMBO0.3 million for selling PC units of seven
cubic meters, 887 cubic meters and 16 cubic meters to Joint Factories respectively. For the four months
ended April 30, 2019, we did not sell PC units to Joint Factories.

OUR PC EQUIPMENT MANUFACTURING BUSINESS
Overview

After years of research and development, we have developed PC equipment which can cope
with the demand of mass production of PC units in China.

As part of our Broad Homes United Program, we sell to the Joint Factories PC equipment
specifically designed by us for the production of PC units that are well compatible with our PC-CPS,
and provide value-added services. During the Track Record Period, substantially all of the PC
equipment we sold were sold to the Joint Factories. The services we provide include installation and
debugging of equipment sold and production management system training. For more details of the
business model in relation to the Joint Factories, please refer to the section headed “—Broad Homes
United Program”.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, we entered into selling contracts to sell 63, 106, 69 and 13 production lines, respectively.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, we generated revenue from PC equipment manufacturing business of RMB330.4 million,
RMB836.2 million, RMB1,226.3 million and RMB218.4 million, respectively, representing 19.8%,
43.2%, 54.0% and 33.8% of our total revenue of same period. Gross profit from our PC equipment
manufacturing business for such years was RMB135.2 million, RMB361.5 million, RMB466.4 million
and RMB72.1 million, respectively, representing 22.4%, 51.2%, 64.4% and 44.3% of our total gross
profit for such period.

We believe the demand for our PC equipment is sustainable in the next five to ten years after
considering the following: (i) as of April 30, 2019, our backlog of the PC equipment manufacturing
business amounted to RMBI1.3 billion, which is expected to convert into revenue in the coming years;
(i1) based on the joint venture agreements entered into between the JF Partners and us as of April 30,
2019, we have settled the purchase intention of approximately 101 PC unit production lines with a total
value of RMB2.02 billion (assuming the price for each production line is RMB20.0 million), which is
expected to constitute the main source of our revenue for PC equipment business in the next five years;
and (iii) the nationwide strategic layout of Joint Factories network is on-going and is expected to
continue in the next five to ten years. The demand for PC equipment along with the expansion of the
Joint Factories network is expected to continue to grow in the next five to ten years. During the five
years from 2019 to 2024, we plan to enter into agreements to establish 67 new Joint Factories with
more than 280 PC unit production lines, which is expected to generate a total contract value of
approximately RMB5.6 billion (assuming the price for each production line is RMB20.0 million) for
our PC equipment manufacturing business.
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Subsequent to the above expected growth of Joint Factories networks, we believe our brand,
technology, management and production system will be recognized by industry players (especially
other PC unit manufacturers) nationwide as well as our enhanced market position in both regional and
national markets together with our development and business growth in PC unit manufacturing
business. We expect to continuously benefit from the market demand for PC equipment generated by
the rapid development of the prefabrication construction industry and the macro economy in China. In
addition, we also endeavor to develop new PC unit products as well as new types of PC unit production
lines to produce such products to meet the increasingly diversified market demand, which will also
bring about the upgrading demands for the current PC unit production lines. Furthermore, there are
maintenance demands for the current PC unit production lines as well.

During the Track Record Period, two Joint Factories have made purchases for their expansion
of production capacity as a result of (i) the rapid development of local PC markets; and (ii) the limited
production capacity of the three production lines they purchased initially. The table below sets out the
details of such purchases:

Contract Value

Name of Joint Factories PC Equipment Purchased (RMB’000) Time of Purchase

One Joint Factory in Changde, Hunan two PC production lines and one 47,800 August 2018
Province reinforcing bar production line

One Joint Factory in Yichun, Jiangxi five PC production lines and one 97,473 January 2019
Province reinforcing bar production line

As such, we believe the future demands for the PC equipment are substantial, foreseeable and
sustainable. In addition, we do not preclude the possibility to sell the PC equipment to third-party
clients other than the Joint Factories. We are confident to successfully develop third-party clients in our
future operation.
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Products and Services

The equipment we sell to the Joint Factories generally includes:

Type

Core Components

Concrete .
spreader
system

Curing .
system

De-moulding -
system

163

One-stop mixing facility: it mixes concrete
and supplies materials to a number of
assembling lines

Shuttling vessels and closed circuit track:
shuttling vessels can deliver materials rapidly
from the one-stop mixing facility to all
assembling lines of the factory through the
closed circuit track automatically

Concrete spreader: through touch-screen,
workers can operate the concrete spreader to
mix and spread concrete evenly. Auto
lubricating devices are installed in the
concrete spreader to facilitate usage and
maintenance

Vibration table: it is easy to install with
modularized design where the length of the
table can be adjusted according to the size of
the modules; it produces prefabricated units
with high density through high frequency
vibration

Blade grade: it scrapes the surface of PC units
3D curing kiln: the exterior is made of heat-
retaining composite materials to form
confined spaces suitable for curing; the
interior is made of multiple layers of steel
modules equipped with temperature and
humidity enhancement functions; workers can
monitor real-time temperature, humidity and
curing time via the interface; it supports the
automatic delivery and receipt of PC units

Hydraulic turning table: workers can remotely
control the hydraulic turning table, and
mechanical grippers can hold the modules
automatically and turn them over accurately
using hydraulic power to demold the PC units
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Type

Core Components

Delivery
system

Circulatory
system

Rebar
processing
system

Integrated delivery vehicle: it can be operated
safely and reliably over long distance

Truck loading crane: it can freely operate both
vertically and horizontally with a maximum
loading capacity of 50 tons; equipped with
balancing harness; it can ensure stability and
safety during the process of lifting; it holds and
releases the entire delivery  vehicle
automatically with four sets of hydraulic
hangers

Hydraulic transverse shifting vehicle: multiple
mini hydraulic transverse shifting vehicles
move transversely at corresponding operation
positions along ground tracks installed with
steel rail wheels delivery routes at
corresponding operation positions, realizing a
circulation of assembling lines

Steel bench vehicles: steel bench modules are
made of single welded steel board to ensure
the smoothness of the surface; under normal
usage, steel bench modules can operate for a
long period of time and will not deform

Steel rail wheels: guide the movement of steel
bench vehicles with accuracy; the rail wheels
are easy to install and the height is adjustable

Digitally controlled mesh machine: it
automatically performs rebar collection and
distribution, rust removal and straightening,
materials delivery, welding and cutting

Digitally controlled bar straightener: it
completes one-off straightening, dimensional
cutting, cutting, aligning and collection of
rebar materials

Bending machine: it completes one-off
bending and molding of rebar materials

Bar machining center: effectively cut, bend
and mold bar materials

Along with PC equipment, we also provide value-added services to the JF Partners and Joint

Factories, including among others:

»  Site selection: we assist the Joint Factories in its selection of factory sites. We inspect
various candidate sites in the target region and assess comprehensively the conditions of
their infrastructure facilities, the space required to satisfy the planned capacity and

transportation distance.
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*  Factory planning and design: we design planning of site portioning for different processing
areas and traffic routes in the factories. To determine the planning, we take into account
the plan approved by local construction planning department, conditions of the land and
demands of production and transportation.

*  Production line design: we plan the allocation of equipment to facilitate the flow of
production, including concrete spreader system, curing system, de-moulding system,
delivery system, circulatory system and rebar processing system.

*  Technical support of construction: we provide guidance on the civil construction in order
to ensure that the mechanical and electrical conditions of the plant will satisfy
requirements of the daily operation.

*  Production organization planning: we provide guidance to the Joint Factories to set up a
reasonable production and management model.

» Installation, debugging and after-sales service: we are responsible for the installation and
debugging of production lines. Within the warranty period, which is usually one year after
the acceptance, we provide maintenance service and relevant repair parts. After expiration
of the warranty period, we provide overhaul service and relevant repair parts.

*  Production management training: we assist in the formation of equipment management
team and organize trainings and reviews for them. The training contains, among others,
knowledge of equipment management, theory of machines and mechanisms and practice
of operation, regular inspection and maintenance.

The selling prices of our PC equipment are determined after taking into account the value of
our PC equipment and relevant services. The price of our PC equipment varies by specifications. For
the years ended December 31, 2016, 2017 and 2018, the price per PC equipment production lineNoe
ranged from RMB16.3 million to RMB21.8 million; RMB17.9 million to RMB22.2 million; and
RMB17.1 million to RMB23.6 million, respectively. The general increase in the price of our PC
equipment was primarily due to increase in OEM service fees as a result of general increase in the
price of raw materials (mainly steel). The increase in the high end of PC equipment price in 2018 was
primarily due to the higher price we charged for the embedded value of intellectual properties we
provided along with some of our production equipment. We believe that the price of the PC equipment
sold by us to the Joint Factories is market comparable. According to Frost & Sullivan, the price of the
PC production line with capacity of 30,000 to 50,000 cubic meters per annum is around RMBI10
million for domestic production line and ranges from RMB20 million to RMB30 million for imported
production line. The higher price of the imported production line is generally attributable to the
inclusion of high value-added auxiliary product such as manufacturing and management software. The
price of our PC equipment is higher than the domestic PC production lines but comparable to imported
PC production lines as it reflected (i) the value-added services we provide to the Joint Factories and (ii)
embedded value of the production management system, we provide along with our PC equipment. For
details, please refer to the section headed “—Pricing”.

OEM Manufacturing

We select qualified OEM service providers to manufacture various PC equipment forming a
production line. There are plenty of OEM service providers in the PRC market which are capable of

Note: The ranges of the price per PC equipment production line for the years ended December 31, 2016, 2017 and 2018 are calculated on the

basis of the PC equipment sales contracts which generated revenue for the indicated years.
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producing the equipment we request for. We select OEM service providers based on the technical
complexity of the equipment. We provide the design and specifications for the equipment and engage
OEM service providers to produce the equipment per our design but we did not participate in the
manufacturing work of the PC equipment.

As of April 30, 2019, we had built up long term relationships with nearly 10 OEM service
providers. We entered into OEM agreements with these service providers and placed orders with the
OEM service providers each time we received orders from the Joint Factories.

For details, please refer to the sections headed “—Supply—Equipment” and “—Suppliers”.

It usually takes one to two months from the placement of purchase order with the OEM service
providers to the delivery to the Joint Factories.

OUR CONSTRUCTION CONTRACTING BUSINESS
Overview

We participate in the construction of prefabricated buildings as a general construction contractor
in selective projects. As a general construction contractor selected through tendering processes, we
perform the construction contract in accordance with designs and timetable provided by architectural
design organization and the project owner.

We are generally in charge of the whole construction project, and are allowed to subcontract
certain aspects of the project to third parties. For details, please refer to the section headed “—
Supply—Subcontractors”. During the construction process, the project owner will supervise the
construction work with the assistance of the architectural design organization or a supervision
company separately engaged to monitor the progress of the project.

During the years from 2012 to 2015, we mainly acted as a general construction contractor in
prefabricated building construction projects, before we decided to focus on the PC unit manufacturing
business in 2016. This focus change was primarily driven by our intention to concentrate our strengths
on PC unit and equipment manufacturing and further develop our PC unit design and production
management system. In view of this focus change, we intentionally reduced the construction projects
we undertook during the Track Record Period, and as such, we did not undertake new construction
projects for our construction contracting business during the Track Record Period. Currently, we will
selectively undertake construction projects as a general construction contractor with a view to collect
data for the purposes of extending our management system from design and production to construction,
where all the construction process is intelligently managed by the computer system, and to experiment
our research results. We believe this will become an inevitable evolvement for the construction
industry to realize industrialization. Based on our current business plan, we expect the share of our
revenue from construction contracting business will remain at the similar level or less as we expect to
continue to focus on the PC units manufacturing business and the PC equipment manufacturing
business and will selectively undertake construction contracting projects that may require innovated
construction technology to facilitate our research and development of intelligent construction site in the
future.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, our construction contracting business generated a revenue of RMB899.2 million,

166



BUSINESS

RMB208.3 million, RMB188.5 million and RMB76.9 million, respectively, representing 53.8%,
10.8%, 8.3% and 11.9% of our total revenue of those periods. Gross profit from our construction
contracting business was RMB289.6 million, RMB58.9 million, RMB54.5 million and RMB19.0
million, respectively, representing 48.1%, 8.4%, 7.5% and 11.6% of our total gross profit of those
periods.

Construction Projects

During the Track Record Period, we completed 12 projects with a total construction area of
approximately 1.3 million sq.m. Among these projects, the construction area of six projects was more
than 100,000 sq.m. each. Our Blue Bay Projects in Ningxiang, Hunan Province and Zhangjiajie, Hunan
Province both won the Provincial Energy-saving and Environment-protecting Residence Comfortable
Housing Demonstration Project (&HiHifERRET TR KR R# TR EHEHEE) issued by the
MOHURD. As of April 30, 2019, we had three projects, with a total construction area of over 500,000
sq.m. under construction. Our construction contracting project portfolio (including completed and
under construction projects) primarily consists of affordable housing projects and urban public
construction projects in which we cooperated with local governments in Hunan, Anhui, Beijing,
Jiangsu, Shanghai, and Zhejiang and commercial residential projects developed by large real estate
developers and construction companies.

Tendering Process

Our construction projects are generally secured through a tendering process or by contract
negotiations with our customers. In accordance with relevant laws and regulations in the PRC, certain
public works construction projects and large-scale infrastructure projects must be awarded through
tendering.

If we are successful in our bid for a construction project, we will evaluate the terms in the
contract provided by our client. Our marketing team has the responsibility of leading contract
negotiations with our customers. The negotiated terms of the construction contracting contract will
then proceed to signing process.

Major Terms

For our construction contracting business, we enter into construction contracting contracts with
our clients. Our construction contracting contracts specify the major terms of a project, such as pricing,
payment schedule, project schedule, warranty, price adjustment, acceptance inspection and project
delays. From time to time, we may enter into supplemental contracts if we are required to provide
services outside the original scope of work. The major terms included in most of our construction
contracting contracts are summarized as follows:

Payment schedule . ...... We generally require an advance payment from our customers to cover
various costs to be incurred in the early stages of the project. Payments
for our construction contracting services are generally made by: (i)
monthly progress payments; or (ii) payments upon the project achieving
key milestones set forth in our construction contracting contracts.
Approximately 95% of the total contract price is settled after the final
inspection of the project and approximately 5% of the total contract price
will be retained by the client as a warranty deposit and will be paid to us

167



BUSINESS

Performance guarantee . . .

Project delays ......

Termination .......

upon expiration of the warranty period, which normally ranges from two
to five years after the acceptance.

We are sometimes required to maintain the quality of the project during
the warranty period ranging from two to five years. During the warranty
period, we shall fix relevant quality issues upon notice.

If the project is delayed not as a result of our fault, but for reasons
including a material expansion of work scope or the occurrence of force
majeure events, we will normally be granted an extension equal to such
delayed period. If we cause a delay in the project schedule, we shall pay
liquidated damages to the other party according to the agreement. So far
as our Directors are aware, during the Track Record Period and up to the
Latest Practicable Date, we did not pay any liquidated damages to our
customers.

We are allowed to subcontract ancillary construction services. For details
of our subcontracting arrangements, please refer to the section headed
“—Subcontractors”

The term of our construction contracting contracts depends on the
estimated time required to complete the construction project, which is
generally one to three years.

Generally, our construction contracting contracts may be terminated by
mutual agreement between the parties thereto.

BACKLOG AND NEW CONTRACT VALUE

Backlog

Backlog represents our estimate of the contract value of products or services that remain to be
completed as of a certain date. The contract value of a project represents the amount that we expect to
receive under the terms of the contract, assuming that the contract is performed in accordance with its
terms. Backlog is not a measure defined by generally accepted accounting principles.

Our backlog as of December 31, 2016, 2017 and 2018 and April 30, 2019 are set out in the

table below:

Backlog
PC Unit

Manufacturing . . .

PC Equipment

Manufacturing . . .

Construction

Contracting . . ...

As of December 31, As of April 30,

2016 2017 2018 2019

(RMB million) % (RMB million) % (RMB million) % (RMB million) %

734.5 34.0 918.1 314 3,220.2 68.7 3,801.7 73.3
938.7 43.5 1,689.8 57.9 1,325.1 28.3 1,314.0 253

484.8 22.5 312.8 10.7 143.8 3.1 69.5 1.3

2,158.0 100.0 2,920.6 100.0 4,689.0 100.0 5,185.1 100.0

For PC unit manufacturing business, delivery of our products significantly relies on the
progress of our clients’ projects. For construction contracting business, our revenue recognition is
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based on the construction progress of a project. As such, we cannot assure that the backlog of the sales
of PC units and construction contracting business will eventually be recognized as revenue according
to our expected progress. As for our PC equipment manufacturing business, the revenue is recognized
upon acceptance of the equipment by a Joint Factory after the installation and debugging. We cannot
assure that the backlog of the sales of PC equipment will be recognized as revenue upon acceptance.

During the Track Record Period, we did not experience any incident where a material part of
the contract amounts reported in our backlog failed to be turned into actual revenue and profits.
However, there is no assurance that the projected revenue amounts reported in our backlog will not
decline, or will eventually be recognized as actual revenue or translate into profits.

New Contract Value

New contract value represents the aggregate value of contracts that we entered into during a
specified period. The value of a contract is the amount that we expect to receive under the terms of the
contract, assuming that the contract is performed in accordance with its terms.

Our new contract value for the years ended December 31, 2016, 2017 and 2018 and the four
months ended April 30, 2019 is set out in the table below:

Four months ended
For the years ended December 31, April 30,

2016 2017 2018 2019
(RMB million) %  (RMB million) % (RMB million) % (RMB million) %

New contract value

PC unit manufacturing . .. .. 970.8 39.8  1,2133 341 32125 69.6 969.9 78.1
PC equipment

manufacturing ......... 1,430.0 58.6  2,330.0 654  1,405.9 30.4 272.0 21.9
Construction contracting . . . 39.2 1.6 18.9 0.5 — — — —
Total ................... 2,440.0 100.0 3,562.3 100.0 4,618.3 100.0 1,241.9 100.0
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RESEARCH AND DEVELOPMENT

We believe that our strong research and development capabilities are fundamental to our
leading market position and are key to maintaining such position and our sustainable development. In
particular, we focus on digitization of manufacturing and management process as well as construction,
upgrading equipment for PC unit manufacturing, developing new products and improving foundational
technologies in prefabricated construction. Our founder and management team entered the field of
construction industrialization in 1996 and our key members of research and development department
have researched on the prefabricated construction technologies for over 20 years. Through years of
research, extensive verification experiments on newly developed PC units with collaboration with
professional research institutes, including Hunan University, actual operation of multiple factories and
extensive experience from a large number of construction projects in China, we have developed a set
of technologies of prefabricated construction as well as the capability of design and manufacturing PC
equipment, and established the whole-process digitized management system. Our major research and
development results are set out below:

Area Major Research and Development Results

Digitization of PC unit Application of PC-CPS in management of entire business operations,
design, manufacturing please refer to “—Our PC Unit Manufacturing Business—PC-CPS”
and management PC Maker I, the first forward design software based on BIM platform

specially developed for prefabricated building, please refer to “—Our
PC Unit Manufacturing Business—Product Design—PC Maker 1

Application of [oT technologies in PC unit manufacturing.

PC equipment Full automatic concrete spreader which spreads concrete automatically
in the mould for manufacturing PC.

Mixing facility which mixes concrete, shuttling vessel which delivers
the mixed concrete thought the closed circuit track, and closed circuit
track which guides the transportation of shuttling vessel.

Multi-layers curing kiln which cures the solidification of PC units.

Hydraulic turning table which turns the steel bench vehicles carrying the
semi-finished PC units for the purpose of de-moulding.

Blade grade which scrapes the surface of PC units.
Please refer to “—Our PC Unit Manufacturing Business”

Structure technology for Structure of prefabricated building which involves the assembling of
prefabricated building precast concrete walls and precast concrete floors connected by
reinforced grouting and/or boxes (¥ 5 R F 8 i 41 42 /ol & > 2

3 il 26 T YL TR B O o T SRR A R ) R P S R SR A )

Integrated construction technology of assembling composite concrete
floor (TR F /B G 18 252K i B i X SR A )

Structure technology of concatenating sandwich prestressed shear walls
with rebar ($7 F 8 5 58008 & 5Y 7555 1 45 R 91

Exterior wall cladding with precast concrete beam with rebar and by
casting-in-place integrated utility tunnel structure (7§ ;1R 5k 1 76
BB B 4 45 M)
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Area Major Research and Development Results
Utility tunnel structure assembled with reinforced PC units (7 % 2 it =
KA ERAEAE)

Built on years of focus on PC unit manufacturing, we have developed a solid and integrated
technology system in the construction of prefabricated buildings. In 2007, the MOC admitted us as the
first batch of National Housing Industrialization Bases (% & & b HMH). As the pioneer in the
prefabricated construction industry, we participated in formulating the national standards, provincial
standards of the industry and compiling atlas of design drawings and industry-related books. As of
April 30, 2019, we and the Joint Factories had participated in formulating three national standards, one
industrial standard and 27 provincial standards and compiling three published atlas and five
professional books. As a leading company in the industry with advanced technology and practical
experience, we also undertake government research programs in the prefabricated construction area.
As of April 30, 2019, we had undertaken 12 government research programs at national level, provincial
level and municipal level.

The below sets forth the major industrial standards and technology regulations, publications
and research programs that we have participated in:

National standards and industrial standards:

«  Technology Regulation of the Structure of Assembled Concrete ( < F IR EE + &5 i
M) JGI1-2014): the first industrial standards for the prefabricated construction industry

in the PRC
«  Evaluation Criterion of Industrialized Building ( (Zfit X @& EERE) GB/T51129-
2015)

»  Technical Standard of the Structure of Assembled Concrete ( %%l =IR%EE T HEEHlTAR
#) GB/T51231-2016)

«  Evaluation Criterion for the Material Saving of Civil Buildings ( <[ &5 404 kL E
TE) GB/T34909-2018)

Provincial standards:

*  Technology Regulation of the Integral Construction of Prestressed Concrete Floor
Assembling of Hunan Province ( i & REE T8 A 025 e e 2 il U S8 B 1T B ) DBJ
43/T 301-2013)

*  Technology Regulation of the Assembled-cast-on-site Shear Wall Structure of Hunan
Province ( < FE & R %k T4 i - Bl ue X 57 Sy &L irBiAE) DBJ 43/T 301-2015)

*  Technology Regulation of Multilayer Concrete Wall-Panel Structure of Full Assembly
Type Connected by Boxes of Hunan Province ( <l #g & & U H: 22 g 4 Fe i 2R BE L% -t
T ELRE) DB 43/T 320-2017)

e Technology Standard of the Structure of Prefabricated Concrete Utility Tunnel ( <##F5&
TH R B G SURBE L ARG A MR TR E ) DB 43/T 329-2017)

«  Evaluation Criterion of Green Prefabricated Building of Hunan Province ( i¥i7d & #k (0.2
fie R S AT R E) )
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Uniform Mathematical Model Regulation of Precast Concrete Residential Building of
Hunan Province ( <i17g & 4Rl R 5 T 45 EH— B0 E) )

Technology Guideline of Precast Concrete Building Quality Management of Hunan
Province (Trial Implementation) ( <iiFE &% AR EE T 45 8 50 & 4 J Rl 48 F) Gk
7))

Specification for Construction and Quality Acceptance of Precast Concrete Structures of
Anhui Province ( CZ##E F 0 B 48 2R EE T 455 T X Bl fE) DB34/T5043-2016)

Code for Quality Acceptance of Precast Concrete Structures Construction of Zhejiang
Province ( CHTVL#A el B e 20T BE L AR LR i CB =5 Ui #E) DB33/T1123-2016)

Specification for Construction Quality Acceptance of Prefabricated Structural Engineering
of Jiangsu Province ( (7TAF 7 %0 2045 TR T/ 25RO &) DGJI32/1184-2016)

Specification for Construction and Quality Acceptance of Precast Concrete Structures of
Shaanxi Province ( <PRVH & #fl IR GEE T 45HE TR T BV R Bg i ki A2) DBJ61/T118-
2016)

Design Code for Precast Concrete Buildings of the Xinjiang Uygur Autonomous Region
( CHrassEEmm B A R il AR BE L @ SEaaHR) XUJ085-2017)

Standard Atlas for Prefabricated Reinforced Concrete Folded Floors of the Inner Mongolia
Autonomous Region (RS2 B G W AEHE R 4 80 Hi IR 5E 18 A HiAR) )

Other provincial technology specifications of Anhui Province, Shandong Province,
Zhejiang Province, Inner Mongolia autonomous region, Jilin Province

Atlas:
«  Atlas of Precast Concrete Civil Building of Hunan Province ( < 7g & 2 i IR EE 1 45 #E I
BAEEE) )
+  Atlas of Furong School Standard Design of Hunan Province ( 175 & 5% BAG A HE S 5[
%))
e Atlas of Prefabricated Villa ( (FH R EERELE) )
Professional Books:

Collection of Gist for Prefabricated Building Construction ( <785 % fir X 2 5t T 2%
%) ), edited by the Chinese Society of Education and us

Common Issues Facing Prefabricated Building Construction and 200 Cases for their
Prevention and Management ( <7 % % ic =0 800 L% R E BB 16200%1) ) | edited by
the Chinese Society of Education and us

Technical Guide on Prefabricated Concrete Utility Tunnel ( <785 %4 it 2CIRBE 145 iR H 1l
57 ), edited by us

Gist on Quality Control of Prefabricated Construction Supervision (<78 4% il 7 g2 58 B 3
EEPEHIZ R ), edited by China Association of Construction Education and us

Bill of Quantities of Prefabricated Concrete Structures ( <FHH 40 2R EE 454 TR 21
¥EHE) ), edited by China Association of Construction Education and us
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Research Programs:

«  Construction of Capability in Enterprise Technology Center Innovation ({&>ZE4 i oL 818
fie 11 8%) 2015-2017, under the First Batch of Investment Plans for the Changsha Mass
Entrepreneurship and Innovation Program

*  Research and Application Demonstration of Key Technologies for Assemblance of New
Buildings (B8 46 fic > A S BH SR B AT 0F 95 ME I /R ) 2017-2020, a  key science and
technology project of Hunan Province

* Research and Development of Key Technologies for Flexible and Intelligent
Manufacturing of All Types of PC Components and Construction of Intelligent Factory (%
A RHPCHE IR M A VR BRI SR i 0 88 S BB LR s%) in 2016, under the Changsha 3
Year Intelligent Manufacturing (2015-2018) Action Plan

*  Research and Application Demonstration of Key Technologies for Internet plus Green
Building Industrialized Intelligent Manufacturing (E 54+ 4% o i 58 T 2610 2 A % B S
T 7¢ e 7R #) in 2015, a science and technology key project of Hunan Province

* Research and Application Demonstration of Key Technologies for New Type of
Prefabricated Buildings (#7754 e 20 S RS HL MW 7E BLE A /R ) in 2017, one of the
science and technology major projects of Hunan Province

* Research and Development and Promotion of the Cloud Platform for the Housing
Industrialization Industry Chain (7 [ {1 € 7 24L& 3E 8 TF & iR 88 %) in 2017, one
of the mobile internet project of Hunan Province Economic and Information Committee

*  Demonstration of Factory of PC Intelligent Manufacturing for Prefabricated Building (/i
HERr AR SEPCHEM R ik LG 7~ ), a demonstration project of intelligent manufacturing
of the MIIT

*  Development and Application Demonstration of Intelligent Green Engineering Machinery
for New Type Building Construction (7 [ #4519 % ek 4% (0 TR B M 4 1 e
/i) in 2018, one of the science and technology major projects of Hunan Province

Through years of effort, we have established a team of experts that are well recognized in the
industry for their experience and expertise. As of April 30, 2019, our research and development team
comprised more than 500 skilled professionals and engineers, of whom over 400 held bachelor’s or
higher degrees. In terms of internal classification, we have two professor-level senior staff, 45 senior
engineers, 63 engineers and 39 assistant engineers in our research and development team.

As of April 30, 2019, we owned eight pieces software copyrights that we consider material to
our business and 515 patents, including 42 invention patents, 404 utility model patents and 69
appearance design patents. Furthermore, as of April 30, 2019, we were in the process of applying for
439 patents, including 223 invention patents, 212 utility model patents and four appearance design
patents.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, our research and development expenditure were RMB116.6 million, RMB143.3 million,
RMB207.7 million and RMB63.0 million, respectively, among which, RMB20.2 million, RMB28.2
million, RMBS81.8 million and RMB25.0 million has been capitalized, respectively.
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We collaborate with major academic institutions, real estate developers and well-known
companies in the PRC to study the functions and performance of PC units and research on the
structural technology of construction materials. As of April 30, 2019, we had entered into collaboration
agreements with some well-known architecture design institutions, well-known corporations and
higher education institutions, such as China Academy of Building Research, Tongji University, Hunan
University and Sik (China) Co., Ltd. (/5 (#1E) AFR/ ). Based on the collaboration agreements,
we normally bear the research and development costs and are entitled to utilize the research results,
while the collaborating institutions may retain or jointly hold with us the ownership of the technology
developed. In addition, we are entitled to make use of the research results so developed for further
research or development.

BROAD HOMES TRAINING CENTER

We established our training center in May 2016 to provide training courses to the employees,
and more importantly, develop talents for the prefabricated construction industry. Broad Homes
training center provides comprehensive training courses, namely B-learning courses, to our employees
and employees of the Joint Factories. The B-learning courses are developed by us especially for the
purpose of providing trainings on the practical skills required in different positions to operate and
manage through PC-CPS. B-learning courses include two months’ courses studying at the Broad
Homes training center and two months’ internship training in the PC factories. Through the B-learning
courses, the employees will obtain basic knowledge of PC unit manufacturing and PC-CPS and have
the opportunity to practice in the factory before they perform their duty at the particular positions.
After completion of B-learning courses and passing the examination, the trainees will be granted a
course certificate by Broad Homes training center. As of April 30, 2019, we had provided systematic
training to thousands of managers and skilled workers for 43 companies.

SUPPLY

We manage our supplies and procurement through our PC-CPS supply chain module. The
purchasing functions in our headquarters mainly focus on formulating purchasing price and managing
the purchase module to ensure the implementation of such policies and supervise the purchase
activities through the supply chain module. Specific purchase functions, including the bidding process,
signing and filing of purchasing contracts and payment settlement are independently operated by local
factories through the supply chain module.

Our suppliers (as well as potential suppliers) are able to register an account on the supplier end
of our PC-CPS supply chain module. After our preliminary screening according to the standards
embedded in the system, the qualified suppliers will be enrolled in our supplier pool. Qualified
suppliers may obtain the information of our purchasing demand through the supply chain module and
may also submit their bidding through the supply chain module. After receiving the biddings submitted
by the suppliers through their accounts, the local factory will select the supplier according to the
purchasing policies. Due to price difference among regions, our procurement department in the
headquarter provides different benchmark prices for raw materials based on local prices. Once the cost
quoted or determined through the system is beyond that benchmark price range, our procurement
department in the headquarter will intervene to decide whether such increase is reasonable. Once the
purchase is decided, the relevant information will be automatically delivered to the finance module for
further handling. For details, please refer to “—Our PC Unit Manufacturing Business—PC-CPS”.
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Raw materials

The major raw materials for our PC unit manufacturing include cement, rebar and gravel.
During the Track Record Period, we primarily purchased raw materials from third-party suppliers in
the PRC. We entered into framework procurement agreements with selected suppliers with a term
ranging from half a year to three years, during which specific purchase orders would be placed from
time to time according to our demand.

The table below sets forth the major terms of the framework agreements with the raw material
suppliers:

Supply of raw materials ............. Rebar, cement, gravel and thermal insulation
materials
Pricingterms .. .................... The settlement price will be the price of products

plus the package cost, transportation cost, insurance
cost and tax. The price of products will be
determined according to the market price, normally
the local price as set out on the industry website on
the date of acceptance of the products.

Termination provisions . . ............ Normally we are entitled to terminate the agreement
if the supplier delays the delivery for 10 days or
more, or for 24 hours later than the agreed time for 3
times or more.

Compensation for breach of contract ... Liquidated damage is payable by the supplier if the
supplier provides unqualified products; overdue fees
are also payable by the supplier for any delay in
delivery

Term of the agreement .............. Half a year to three years

We typically have multiple suppliers for each of our raw materials so as to maintain a stable
procurement of raw materials and reduce the reliance on any particular supplier. During the Track
Record Period and up to the Latest Practicable Date, we did not experience any shortage or delay of
supply of raw materials that caused a material adverse effect to our business operations.

Equipment

The production lines we sell to the Joint Factories are designed by us. The equipment
comprising the production lines is produced by OEM service providers based on our design. During the
Track Record Period, we primarily engaged third-party equipment manufacturers in the PRC for OEM
services. The price of the OEM service is generally determined through bidding process. Usually the
price will be based on the materials cost, labor cost, package cost, transportation cost, installation cost,
insurance cost and others. Generally the major materials cost will be determined according to the local
price as set out on the industry website on the date of receiving the prepayment.
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We enter into framework agreements with selected OEM service providers with a term ranging
from one to two years, during which specific purchase orders will be placed from time to time
according to our demand. The table below sets forth the major terms of the framework agreements with

the major OEM service providers:
Supply of equipment ...............

Restrictive provisions . ..............

Termination provisions . .............

Compensation for breach of contract . . .

Term of the agreement ..............

PC unit manufacturing equipment

The provisions in the purchasing contracts and
specifications of the equipment shall be kept
confidential; the supplier shall not authorize third
parties to manufacture the equipment or manufacture
the same product for other clients, and shall not
conduct quoting or conduct business related to PC
unit manufacturing equipment with companies that
have business relationship with us.

We are entitled to terminate the agreement if (i) the
supplier is not able to meet the safety production
measures as required by competent authorities;
(i) the occurrence of any force majeure events
which result in inability to perform the contract in
full by either parties; (iii) the delay of delivery by
the supplier exceeds 15 days; or (iv) the equipment
delivered by the supplier does not satisfy the agreed
specifications and the supplier refuses to rectify.

A late payment fee will normally be imposed on us
if we significantly delay the payment of the
purchasing price; approximately 0.02% to 0.05% of
the purchasing price is payable by the supplier for
each day of delivery delay as a overdue fee if the
supplier is not able to provide products on time;
approximately 10% of the purchasing price is
payable by the supplier as liquidated damages if we
determine to terminate the contract due to the breach
of contract by the supplier; if our loss exceeds the
liquidated damages, the supplier shall be responsible
for all of our loss; the supplier is generally
responsible for all the loss of us and/or the third
parties if the supplier is not able to meet the safety
production measures as required by competent
authorities; the supplier shall be responsible for all
the loss of us and/or the third parties due to the
quality problem of the equipment during the
warranty period.

One to two years

During the Track Record Period and up to the Latest Practicable Date, we did not incur any
difficulties in identifying suitable OEM service providers for manufacturing qualified equipment nor
experience any major delays from any of the OEM service providers.
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Energy

The main energy used in our production is electricity. We purchase electricity at market prices
from the local grid where our facilities are located. As of the Latest Practicable Date, we had not
experienced any major disruption in our electricity supply.

Suppliers

During the Track Record Period, we maintained long-term relationships with our key suppliers.
As of April 30, 2019, we had 31 raw materials suppliers and 11 OEM equipment suppliers with
cooperation relationships of approximately three years.

For our PC unit manufacturing business, our raw materials mainly include cement, rebar and
gravel. For cement and rebar, we mainly purchase products with brand reputation from local traders
who are in the vicinity of the PC factories. We believe that well-known brands generally indicate
products with good quality. For gravel, we mainly source cost-effective products that meet our quality
requirements from local suppliers who are in the vicinity of the PC factories. For other raw materials
which the transportation costs associated are not significantly different due to the distance, we
generally source from suppliers who have long-term cooperation relationship with us in the PRC. We
believe that suppliers who have long-term cooperation relationship with us can provide stable, reliable
and cost-effective products. When purchasing from raw materials suppliers, we normally obtain a
credit term of 30 days. Some suppliers may allow a credit period of two to three months based on their
long-term relationship with us and our good credit track record.

For our PC equipment manufacturing business, we purchase equipment from different OEM
service providers based on the technical complexity of the equipment. For equipment with high
technical requirement and precise production technology, we purchase from well-known equipment
suppliers in the PRC. For equipment with general technical requirement, we purchase cost-effective
products in the PRC that meet our quality requirements. The OEM service providers generally grant
long credit period to us, some of whom allow us a credit period of three to 12 months.

Subcontractors

For our construction contracting business, we engage third party subcontractors to provide
construction services on the projects we undertake as a general contractor. We select subcontractors
based on a number of strict parameters including previous cooperation experience and our valuation of
their performance. For certain projects, project owners also typically require us to obtain their consent
before we subcontract. We exercise close supervision over the work quality of our subcontractors
because, pursuant to either the contract or applicable laws, we remain liable to the project owners for
our subcontractors’ performance. Pursuant to the contracts with our subcontractors, if their work
quality does not reach a certain standard, we are normally entitled to request the subcontractors to
rectify at their own cost and without any delay to the completion of the project, and also take
responsibility for any damage caused. Furthermore, in the event that our subcontractors cause delays to
the completion of our projects, depending on the circumstances of the delay, we may be entitled to
request a late payment from the subcontractors, or even the right to terminate the contract.

We generally arrange progress payments with subcontractors based on our customers’ progress
payments. Due to our more stringent financial control measures that we enacted for project slowdowns,
we will delay payments to subcontractors when we experience payment delays from our customers.
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Generally, we are offered credit terms by our subcontractors, which include making progress payments
to our subcontractors on a monthly basis. We usually retain 5% of the total contract value as a quality
guarantee deposit, which serves as a compensation for any defect arising during the warranty period,
which is generally six to 24 months from the issue date of the project completion certificate. After
expiry of the warranty period, we will refund the quality guarantee deposit to the subcontractors.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, the subcontracting costs amounted to RMB377.5 million, RMB109.3 million, RMB84.4 million
and RMB38.3 million, respectively, accounting for 35.3%, 8.9%, 5.5% and 7.9% of our total cost of
sales. During the Track Record Period and up to the Latest Practicable Date, we did not incur any
significant damages, penalties or other liabilities arising from the misconduct or breach of contract by
our subcontractors.

Our five largest suppliers and subcontractors are all Independent Third Parties. To the
knowledge of our Directors, none of the Directors, the Supervisors, their respective associates or any of
our Shareholders holding more than 5% of our issued capital, owned any interest in any of our five
largest suppliers and subcontractors as of the Latest Practicable Date.

The following table sets forth the details of our five largest suppliers during the Track Record
Period:

Amount of purchase Percentage of total

Principal business (RMB’000) purchases

Year ended December 31, 2016
Supplier A ..................... Manufacturing, processing and

sales of components of machinery

and equipment 71,890 4.8%
SupplierB ..................... Manufacturing, processing and

sales of components of machinery

and equipment 71,116 4.8%
SupplierC ..................... Construction works for housing,

municipal public utilities,
environmental protection facilities,
water conservancy and
hydropower, landscaping,
mechanical and electrical

equipment installation etc. 48,477 3.3%
SupplierD ..................... Manufacturing, processing and

sales of components of machinery

and equipment 47,428 3.2%
SupplierE ..................... Construction works for housing 47,165 3.2%
Total ......................... — 286,076 19.3%
Year ended December 31, 2017
Supplier A . ...... ... .. ... ..., Manufacturing, processing and

sales of components of machinery

and equipment 238,115 12.0%
SupplierB ..................... Manufacturing, processing and

sales of components of machinery

and equipment 143,299 7.3%
SupplierD ..................... Manufacturing, processing and

sales of components of machinery

and equipment 99,129 5.0%
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Amount of purchase Percentage of total

Principal business (RMB’000) purchases

Supplier F ...... ... ... .. .. .. Manufacturing, processing and

sales of components of machinery

and equipment 62,551 3.2%
Supplier G ..................... Manufacturing, processing and

sales of components of machinery

and equipment 55,949 2.8%
Total ...................... ... 599,043 30.3%
Year ended December 31, 2018
Supplier A ..................... Manufacturing, processing and

sales of components of machinery

and equipment 124,725 7.2%
SupplierB ..................... Manufacturing, processing and

sales of components of machinery

and equipment 112,850 6.5%
SupplierD ..................... Manufacturing, processing and

sales of components of machinery

and equipment 79,666 4.6%
SupplierH ..................... Manufacturing, processing and

sales of components of machinery

and equipment 54,234 3.1%
Supplier T ...................... Sales of structural steel, metal

materials, machinery and

equipment 39,967 2.3%
Total ............... ... ... ... 411,442 23.7%
Four months ended April 30, 2019
SupplierB ..................... Manufacturing, processing and

sales of components of machinery

and equipment 22,251 3.6%
SupplierD ..................... Manufacturing, processing and

sales of components of machinery

and equipment 20,604 3.3%
Supplier J ....... ... ... ... Construction works for housing 19,195 3.1%
Supplier K ..................... Construction works for housing 16,679 2.7%
SupplierH ..................... Manufacturing, processing and

sales of components of machinery

and equipment 15,854 2.5%
Total ...................... ... 94,583 15.1%

SALES AND MARKETING

Sales Procedure

We rely on our in-house sales and marketing team to market and sell our PC units in the PRC.
We sold all of our PC units in the PRC during the Track Record Period and did not directly export our
products overseas. To the best of our knowledge, our clients further exported our prefabricated villa
products overseas to the countries and regions of Suriname, France, Pakistan, Palau and Saipan. We
have local marketing teams in cities where our wholly-owned PC factories are located. Generally, one
marketing executive, one designer and one engineer are grouped to serve on each particular project.
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We approach clients to pitch projects. The local marketing team will keep constant contact with local
developers, constructors and government to pitch projects with such clients.

For our PC unit manufacturing and construction contracting business, we participate in tenders
to win contracts. Our sales marketing team will search for tender opportunities in the market. We are
also approached by clients to invite us to bid for their construction projects. The tender procedures are
frequently used for government supported projects as well as other large scale construction projects.
During the Track Record Period, almost half of our PC unit sales contracts (in terms of number of
projects) were secured through the public tender process and we did not attend tendering for the
construction contract project.

The sales of PC equipment to the Joint Factories are part of our joint venture arrangement under
Broad Homes United Program and thus we do not separately maintain a sales and marketing team for
sales of PC equipment.

During the Track Record Period, we only attended bidding process for our PC unit
manufacturing business(). The table below sets forth the number of bids submitted for tendering, the
number of projects secured through tender process and the tender success rate for the indicated periods:

Four months

Year ended ended
December 31, April 30,
2016 2017 2018 2019
Number of bids submitted for tendering ............................... 81 224 532 97
Number of projects secured through tender process ...................... 43 82 212 42

Tender success rate® . . ... ... 53.1%36.6%39.8%  43.3%

Notes:

(1) In order to focus on PC unit manufacturing and PC equipment manufacturing business, we did not participate in any bidding process
for our construction contracting business; we did not participate in any bidding process for our PC equipment manufacturing business
as substantially all of our PC equipment was sold to the Joint Factories.

2) Our tender success rate is calculated based on the total number of projects we secured through the public tender process to the total
number of projects that we participated in a tender process to bid for.

Our sales agreements of PC units and PC equipment typically include provisions of payment,
transportation, delivery, acceptance, warranty and training.

Pricing

For the sale of PC units, most of our contracts are awarded and carried out based on a
predetermined unit price with a predetermined timetable for project completion. Our bids are therefore
prepared on such basis. The price of our PC unit products is determined based on our cost of raw
materials, labor cost and transportation cost floating by a reasonable margin with reference to the
market price or the guidance price issued by the local government in certain region. As the prices of
major raw materials and the design requirements of buildings vary in different regions, prices of our
PC units may vary by regions accordingly. The prices of some raw materials are sensitive to the
fluctuations of market prices. As such, certain of our contracts contain a price adjustment clause that
will trigger a price adjustment in case the market price of raw materials (generally cement and rebar) is
increased beyond a certain percentage (generally 5%). However, some of the contracts did not contain
such price adjustment clause, and thus we are not entitled to adjust the price unless otherwise agreed
by parties. In order to mitigate any risk that may arise from the significant subsequent increase of the
price of raw materials, we plan to (i) enter into more contracts containing the price adjustment clause;
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and (ii) initiate a separate negotiation with the counter parties for price adjustment in case of significant
increase of price of raw materials.

For the sale of PC equipment, we take into account our cost of production and the added value
of our services provided together with our equipment. Such services mainly include installation and
debugging and after-sale service and production management training. Normally we will enter into a
separate sales agreement with the Joint Factories to set out the selling price for the PC equipment.

For construction contracting, most of our contracts for construction contracting business are
awarded and carried out on a predetermined-price basis with a predetermined timetable for project
completion. Our bids are therefore prepared on such basis. We normally consider the total construction
cost of the project and services we provided in relation to the project when determining the price for
the project. For construction contracting business, we are generally required to commit to providing all
of the resources required to complete a project for a predetermined sum. Certain contracts contain a
price adjustment clause to cover increased costs of raw materials and consumables used. In general, a
price adjustment clause requires us to bear the increased costs up to a certain percentage (generally
5%) of market prices of raw materials and consumables used at the time of the bid before the client
covers the excess costs. Estimating the costs involved in a predetermined-price contract is crucial to
the profitability of our general contracting business. We carefully estimate the costs of a project prior
to submission of our bid. Our estimates rely on both the project owners’ estimates of required materials
and our own experience in estimating project costs. There are a number of factors that can influence
the final project costs as compared to the original bidding price. The most important factors include
delay in timetable, change in design, pricing of raw materials, geological conditions of construction
site and weather conditions.

Credit Policy

We provide credit terms to our customers in the form of progress payments.

For the sale of PC units, we normally require our client to prepay around 20% of the total
contract price when entering into the contract. 50%-65% of the total contract price shall be settled on a
monthly basis pursuant to the delivery progress of products and another 10%-30% shall be settled after
roofing of the building. 3%-5% of the total contract price will be retained by the client as warranty
deposit and will be paid to us upon expiration of the warranty period, which normally takes place one
to two years after the acceptance.

For the sale of PC equipment, we generally require a Joint Factory to prepay 50% of total price
for the equipment when entering into of the contract, 30% upon completion of manufacturing, and 15%
upon completion of installation and acceptance at the factory. 5% of the total price for the equipment is
retained as warranty deposit and will be paid to us upon expiration of the warranty period, which
normally takes place one year after the acceptance.

For the construction contracting, we normally require our client to pay no more than 5% to 20%
of the total contract price before the commencement of constructions. Approximately 50% to 75% of
the total contract price shall be settled based on the amount of work completed during the construction
period and around 15% to 25% (mostly 15%) of the total contract price shall be settled after the final
acceptance of the projects that we acted as the general contractor. 5% of the total contract price will be
retained by the client as warranty deposit and will be paid to us upon expiration of the warranty period,
which normally takes place two to five years after the acceptance.
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Product Delivery

We are generally responsible for the delivery of PC units to the construction site through road
transportation. Usually, our PC units are delivered in batches according to the construction progress of
the project. Upon delivery at site, the representatives from the client and/or the general contractor of
the project inspect the products, and confirm the acceptance. We subcontract the transportation of PC
units to transport companies for transportation of our PC units from our factory to the construction
sites.

The transportation of equipment is generally conducted by OEM service providers. Upon
arrival of the equipment at the Joint Factories, we are responsible for installing and debugging the
equipment and ensuring the proper operation of the production lines.

Customer Services

We offer warranties to our client on PC units and PC equipment we sold as well as the projects
we undertook as a construction contractor. The warranty period for our PC units varies from one to two
years based on the agreement and there is no legal requirement with respect to the length of the
warranty period under the PRC law. The warranty period for our PC equipment is one year after the
confirmation of acceptance by the clients. The warranty period for our construction contracting
business is two to five years after the construction work completion and inspection.

We make provisions for warranty payments based on sales volume and past experience of the
level of repairs and returns. We can make provisions for warranty payments when a claim against a
warranty is made. We will continue to review any material deviation in historical cost figures in order
to appropriately adjust our provision for warranty payments.

We shall be liable for the defects of our PC units and PC equipment sold, if any. We are
entitled to recover our loss from the suppliers if the product defects are due to the reason of the
suppliers. During the Track Record Period, we did not receive any material product returns or make
any large-scale product recalls due to any quality defects, and we did not have any material warranty
claims on our products and services which would have a material and adverse effect on our business
and results of operations. For the years ended December 31, 2016, 2017 and 2018 and the four months
ended April 30, 2019, we incurred RMB4.9 million, RMBS5.7 million, RMB2.6 million and RMB11.8
million for the after sale service carried out during the warranty period.

In addition to our products, we offer services and trainings to our clients. For our clients of PC
unit products, we attend to the assembling of our products so as to provide instructions and guidance;
and for the Joint Factories who are also our clients for PC unit equipment, we provide services of
installation and debugging and production management system trainings.

CLIENTS

Our major clients are real estate developers, government investment vehicles, construction
companies in the PRC in PC unit manufacturing business and construction contracting business, and
the Joint Factories in PC equipment manufacturing business. We maintain good relationships with
these clients. In addition, we have solid cooperative relationships with top-notch PRC property
developers, such as Hefei Vanke, Chenzhou Country Garden, and Hefei Gemdale and large-scale
construction companies, such as China State Construction, which enable us to secure stable and large-
scale orders. In particular, we have built up a long term relationship for over three years with Vanke.
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As of April 30, 2019, we had provided our products and services to nearly 300 clients,
including, among others, eight real estate developers which are listed among the top 10 PRC real estate
developers (according to Frost & Sullivan, in terms of saleable area in 2017), such as Chenzhou
Country Garden and Hefei Vanke, and six construction companies which are listed among top 10 PRC
construction companies (according to Frost & Sullivan, in terms of aggregate amount of contract value
in 2017), such as China Construction; and around 50 local government investment vehicles. We have a
specialized team to manage and maintain our relationship with these strategic clients. Through years of
cooperation, we have earned reputation and built up long-term relationships with these strategic clients,
from whom we are able to secure relatively stable orders for our PC units.

The following table sets forth the details of our five largest customers during the Track Record
Period:

Amount of revenue Percentage of total

Principal business (RMB’000) revenue
Year ended December 31, 2016
Customer A® ... ............... Housing management 167,680 10.0%
Customer BM . ........ ... ... ... Real estate development and
management 162,458 9.7%
Customer CO®) .. ................. Real estate development and
management 160,354 9.6%
Customer DG . .................. Real estate development and
management 99,107 5.9%
Customer E® . .................. Real estate development and
management 88,441 5.3%
Total .......................... — 678,040 40.6%

Year ended December 31, 2017

Customer F® ... ... ............. Housing construction 90,281 4.7%
Customer G® ................... Manufacturing, processing and

sales of precast concrete 78,634 4.1%
Customer H® ... ............... Housing construction 77,958 4.0%
Customer @ . ... ............... Manufacturing, processing and

sales of precast concrete 66,634 3.4%
Customer J® ... ............... Real estate development and

management 65,252 3.4%
Total ....... ... ... ... ... ... ... — 378,759 19.6%
Year ended December 31, 2018
Customer K@ ... ............... Manufacturing, processing and

sales of precast concrete 109,545 4.8%
Customer L@ ... ... ............. Manufacturing, processing and

sales of precast concrete 90,688 4.0%
Customer M@ ... ............... Manufacturing, processing and

sales of precast concrete 90,565 4.0%
Customer N@ ... ............... Manufacturing, processing and

sales of precast concrete 87,320 3.8%
Customer O@ ................... Manufacturing, processing and

sales of precast concrete 86,269 3.8%
Total .......................... — 464,387 20.5%
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Amount of revenue Percentage of total

Principal business (RMB’000) revenue

Four months ended April 30, 2019
Customer P® ... ... ... ... ... ... Manufacturing, processing and

sales of precast concrete 94,097 14.6%
Customer Q@ ................... Manufacturing, processing and

sales of precast concrete 84,028 13.0%
Customer C® .. ................. Real estate development and

management 42,415 6.6%
Customer R® ... ............... Manufacturing, processing and

sales of precast concrete 38,585 6.0%
Customer S® ... ............... Construction works for housing 23,158 3.6%
Total .......................... 282,283 43.7%

Notes:

(1) Customer B is a subsidiary of Broad Lingmu and therefore a connected person of our Company.
(2) This customer is a Joint Factory.

(3) This customer is an Independent Third Party.

None of our five largest customers during the Track Record Period was also our supplier. Save
as disclosed in this prospectus, our five largest customers are Independent Third Parties. During the
Track Record Period, we did not have any material disagreement or dispute with any of our customers.
Save as disclosed in this prospectus, to the knowledge of our Directors, none of the Directors, the
Supervisors, their respective associates or any of our Shareholders holding more than 5% of our issued
capital, owned any interest in any of our five largest customers as of the Latest Practicable Date.

QUALITY CONTROL

We are committed to designing and manufacturing quality products. To this end, we implement
rigorous quality control measures throughout our production process. We have established a quality
management system pursuant to the situation of our Company and have enhanced the system according
to the requirements of International Standardization Organization. We have also obtained and
maintained the ISO9001:2015 certifications for our quality management system. The whole process
quality management system we adopted monitors the quality of our products in each step, including the
delivery of design, raw material examination, production process and delivery of products. We have set
target levels for pass rate in different stages, including a raw material pass rate (calculated as the
proportion of the number of satisfactory raw materials received to the total number of raw materials
received) of 99.5% and a product pass rate (calculated as the proportion of the number of satisfactory
PC units produced to the total number of PC units produced) of 99.9% of our ultimate product.

To ensure the quality of raw materials and our products, each of our factories has established a
standard laboratory of precast concrete to test the quality and functions of the raw materials and
products. We also have a quality management department to conduct the overall control and
management of product quality.

We manage the quality of our PC equipment through the selection of suppliers and inspection
of equipment delivered by such suppliers. We have compiled specifications and standards for the
equipment and inspect and debug the equipment to ensure its quality upon delivery. For details, please
refer to the section headed “—Supply”.

We have obtained and maintained ISO9001:2015 and GB/T 50430-2007 certificates for our
construction contracting business. Such certificates have a validity period of three years. We also
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manage the quality of our construction projects through the selection of subcontractors, raw material
inspections, onsite inspections and rectifications.

HEALTH, SAFETY AND ENVIRONMENT MATTERS
Safety

We are committed to our health, safety and environmental protection standards and regularly
review our systems to ensure that they are adequate for our business operations.

We regard occupational health and safety as one of our important social responsibilities. Our
business operations involve mechanical processes, use of electricity, welding, heavy lifting, loading
and transportation process. As a result, our employees may face risks of various work-related injuries
and accidents. We place significant emphasis on safety control to minimize incidents during our
manufacturing process that could result in injuries or fatalities. We have a safety management system
in place and have set up a production safety management committee to advise and review the
workplace safety procedures. We impose safety measures at our operations including, without
limitation, the purchase, installation and operation of new equipment, as well as construction and
assembling at construction site. Management personnel at all levels are responsible to supervise safety
management in their own business sectors. We have also issued safety regulations and guidelines
including Safety Management Protocol, Production Safety Management Guideline and Occupational
Health Management Guideline to educate our employees to achieve production safety. In addition,
trainings to all employees about production safety management are provided on a regular basis to
ensure safe production.

During the Track Record Period, three safety incidents and one traffic accident occurred at our
wholly-owned factories, of which each resulted in the death of one worker. The safety incidents were
due to workers’ violation of internal operation rules. No legal claims or proceedings were raised in
connection with these incidents nor were any penalties imposed by governmental authorities. After the
incidents, we reached the compensation agreements with the family of the workers and had paid
voluntary compensation in addition to legal compensation to the family of the workers. The total
compensation amounted to approximately RMB3.7 million and had been fully settled as of the Latest
Practicable Date. Considering that (i) the incidents were exceptional; (ii) the total compensation
amount was minimal and fully settled; and (iii) no legal proceedings or claims were raised nor any
penalties were imposed, we believe there was no material impact on our Group nor is there any on-
going liabilities in relation to the incidents. After the occurrence of such incidents, we reinforced the
safety trainings by providing various training courses to employees at different levels, such as
management, team leaders of production teams, frontline workers and new employees. The training
courses include operation safety training, transportation safety training, fire prevention training and
safety training for on-site assembling which cover various aspects of the working process. Moreover,
we reinforced the implementation of our safety system in the daily operation of our factories through
stricter regular security checks.

As advised by our PRC Legal Advisers and based on the certification issued by relevant safety
production supervision, (i) we were in compliance with the production safety laws and regulations in
material aspects for our operation; and (ii) we have not been fined by relevant departments due to any
significant safety incident during the Track Record Period.
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Environment Matters

Our production facilities are subject to various environmental laws and regulations promulgated
by national and local governments with respect to noise and air pollution and the disposal of waste and
hazardous materials. During the plant construction stage, we endeavor to comply with the “Three Same
Time” requirements (“BR ORI EM By i i it —[F] " 25K™)  pursuant to the Environmental
Protection Law of the PRC (3£ A\ RILFNE BB ffi#1%) regarding environmental protection facilities
and occupational hazard prevention facilities, which require that these facilities must be designed,
constructed and put into use at the same time as the main project itself.

We do not operate in a highly polluting industry and our production technologies and processes
do not involve heavy pollution. However, we regard environmental protection as an important
corporate responsibility and therefore place great emphasis on environmental protection measures and
policies in our daily operations. We do not utilize raw materials that cause high pollution to the
environment and in the meantime, sedimentation basin has been introduced to recycle water. We
recycle wastes of dust and water emitted during our business operation. We have established and
implemented various internal control measures regarding environmental compliance and pollution
controls.

In September 2018, as the ammonia nitrogen and concentration of phosphorous contained in the
emission waste water was beyond the permitted level, Guangzhou Broad, our wholly-owned
subsidiary, was ordered by the local environmental protection authorities to rectify the misconduct and
was fined RMB669,600. As of the Latest Practicable Date, Guangzhou Broad had fully paid the fine
and passed the re-examination conducted by local environmental protection authorities.

The occurrence of the incident was primarily attributable to (i) the lack of environment
protection awareness among the management team of Guangzhou Broad; (ii) the fact that the
production technology, especially the waste water treatment technique, adopted by Guangzhou Broad,
was obsolete; and (iii) the fact that no property sewage treatment measures were adopted by
Guangzhou Broad. We took this incident seriously, and have adopted several rectification measures as
follows: (i) dismissing the general manager of Guangzhou Broad; (ii) upgrading the production
technology adopted by Guangzhou Broad and enhancing its management; (iii) reinforcing the
environmental protection and safety management of all of our factories, explicitly prohibiting the use
of techniques which may be hazardous to the environment in the production of PC units and requiring
all of our production facilities to achieve zero waste water discharge; and (iv) conducting inspection of
the production process of our wholly-owned PC factories to ensure no occurrence of similar incidents.

On the basis that (i) the relevant competent environmental protection authority has issued a
letter confirming that Guangzhou Broad has rectified its non-compliance; (ii) the amount of fine is
relatively small and has been paid off; and (iii) such incident does not constitute a serious violation of
the Water Pollution Prevention and Control Law ( {/Ki5Z4:Bjiifik) ) based on the letter issued by
relevant competent environmental protection authority, our PRC Legal Advisers are of the view that
the incident above will not have a material adverse effect on our overall production and operation.

As advised by our PRC Legal Advisers, save as disclosed above, we have not been imposed of
any administrative penalties with an amount of over RMB100,000 in breach of environmental
protection laws and regulations in the PRC during the Track Record Period.
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INVENTORY

Our inventory primarily includes raw materials, unfinished goods and finished goods. Our raw
materials mainly include cement, sand, rebar, insulation materials and superplasticizers. Work in
progress primarily refers to PC units which are under production process and PC equipment under
installation. Finished goods primarily refers to finished PC units.

We use PC-CPS to manage our inventory of PC units manufacturing. Due to our PC-CPS,
which allows our production to be driven by the demand of our clients, which are based on the
construction progress of our client’s projects, we are able to minimize our inventory of raw materials
and finished goods. We normally maintain the inventory for major raw materials at a minimal level to
balance our manufacturing requirements and our purchasing efficiency as they are easy to purchase
and soon to arrive. We also maintain the inventory of the finished goods at the level where they can
serve the construction needs of our clients to construct one typical floor of a building. We monitor our
inventory level through PC-CPS regularly to ensure the minimal level of inventories to the extent
sufficient. Keeping low level of inventory enables us to save spaces for production, release our cash
flows and, most importantly, mitigate the risks and damages which may arise from the delay and/or
suspension of construction progress by our clients’ projects, since all of our products are tailor-made
for the particular project and cannot be reused for other projects.

SEASONALITY

Our business is affected by the seasonality. As advised by Frost & Sullivan, workforce shortage
generally occurs during the Chinese New Year’s holiday, and cold weather negatively impacts the
construction activity. Consequently, the new floor area of construction projects in the first quarter is
generally at the lowest level in the entire year, which results in lower market demand of PC units. In
addition, our PC equipment manufacturing business may also experience longer lead time and delay in
installation and commissioning as a result of the Chinese New Year’s holiday and cold weather. As
such, we usually record the lowest quarterly sales in the first quarter due to the Chinese New Year’s
holiday and cold weather in the entire year.

We anticipate that the seasonality of our PC unit manufacturing business, PC equipment
manufacturing business and construction contracting business will continue in the following years. For
PC unit manufacturing business and PC equipment manufacturing business, we will overcome the
impact of seasonality by improving the production efficiency continuously and utilizing the off season
to conduct examination and overhaul of our production line.

INTELLECTUAL PROPERTY RIGHTS
Trademarks

As of April 30, 2019, we owned 126 registered trademarks, among which 33 are material to our
business, among which four were jointly owned with third parties. Please refer to the section headed
“Appendix VIII—B. Further Information about Our Business—2. Intellectual Property Rights—
Trademarks” for more details.

Patents

As of April 30, 2019, we owned 515 patents, among which 51 are material to our business and
59 patents were jointly owned with third parties. We also had 439 pending patent applications as of
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April 30, 2019. Please refer to the section headed “Appendix VIII—B. Further Information about Our
Business—2. Intellectual Property Rights—Patents” for more details.

As of the Latest Practicable Date, we had one outstanding legal proceeding against us (the
“Patent Legal Proceeding”). In 2017, a plaintiff (the “Plaintiff”’), who is an Independent Third Party,
filed a legal proceeding with the Intermediate People’s Court of Changsha, Hunan Province, alleging
that we had infringed his invention patent, namely Integrated Load-bearing and Thermal Insulation
Wall Panel and its Production and Construction Process (%7 & it K HAE FE @ L T.25) (the
“Patent”). On December 17, 2018, the Intermediate People’s Court of Changsha, Hunan Province
made the decision to reject the Plaintiff’s claim. On January 25, 2019, the Plaintiff filed the petition for
appeal with the High People’s Court of Hunan Province (the “Appeal”). The Patent is in relation to
production of load-bearing and thermal insulation wall panel (the “Product”), which is one of our
products.

In 2016, the Plaintiff filed a complaint to the Intellectual Property Office of Xinxiang, Henan
Province (the “Xinxiang IP Office”) against one Joint Factory (the “Yuanyang Joint Factory”) in
Yuanyang, Henan Province, which produces, sells and promotes the Product, alleging that the Product
was in infringement of the Patent which is owned by the Plaintiff. The Xinxiang IP Office made a
patent administration decision and rejected the Plaintiff’s claim (the “Administrative Decision”). In
2017, the Plaintiff filed a legal proceeding against the Xinxiang IP Office in court to overturn the
Administration Decision and the court rejected the claim. The Plaintiff then appealed to the higher
court and the higher court upheld the decision and rejected the claim as well. The Yuanyang Joint
Factory was named as the third party in both proceedings filed by the Plaintiff against the Xinxang [P
Office. In the same year, the Plaintiff filed a legal proceeding with the Intermediate People’s Court of
Zhengzhou, Henan Province against the Yuanyang Joint Factory alleging the same claim. The
Intermediate People’s Court of Zhengzhou, Henan Province made the decision to reject the Plaintift’s
claim and the Plaintiff appealed the decision. The High People’s Court of Henan Province made the
final decision to reject the Plaintiff’s claim.

Given that (i) the Plaintiff alleged the similar claim for similar reasons in the Patent Legal
Proceeding as those in the administration proceedings filed with Xinxiang IP Office in 2016 and the
legal proceedings initiated by the Plaintiff against the Xinxiang IP Office in 2017 (together “the
Xinxiang Proceedings”), which was rejected by Xinxiang Office and the courts (both intermediate
court and high court) in Henan Province, respectively; (ii) the legal proceeding initiated by the Plaintiff
against Yuanyang Joint Factory, in which the Plaintiff alleged the similar claim for similar reasons in
the Patent Legal Proceeding, was also rejected by the Intermediate People’s Court of Zhengzhou,
Henan Province as well as the High People’s Court of Henan Province; and (iii) in the Patent Legal
Proceeding, the Intermediate Court People’s Court of Changsha, Hunan Province made the decision to
reject the Plaintiff’s claim, our Directors, after due and careful consideration, consider that we are
likely to prevail in the Appeal and outcome of the Appeal, whether in favor of or against us, will not
have any material adverse effect on our business, financial condition or results of operations given the
damage claimed by the Plaintiff was minimal (i.e. RMB10,000) and only involving one of our
products.

Software Copyrights

As of April 30, 2019, we owned eight pieces of registered software copyrights that are material
to our business. Please refer to the section headed “Appendix VIII—B. Further Information about Our
Business—2. Intellectual Property Rights—Software Copyrights” for more details.
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Domain Names

As of April 30, 2019, we had registered two domain names that are material to our business,
being www.bhome.com.cn and www.bhouse.com. Please refer to the section headed “Appendix VIII—
B. Further Information about Our Business—2. Intellectual Property Rights—Domain Names” for
more details.

Save as disclosed above, during the Track Record Period and up to the Latest Practicable Date,
we were not involved in any other proceedings with regard to, and we have not received notice of any
claims of, infringement of any intelligent property rights that may be threatened or pending in which
we may be involved either as a claimant or respondent, which may in turn materially and adversely
affect our business, financial position and results of operations.

LICENSES AND QUALIFICATIONS

As our principal businesses are carried out in the PRC and are subject to its relevant laws and
regulations, we are required to obtain or renew all necessary business licenses to conduct business.
During the Track Record Period and up to the Latest Practicable Date, we had complied with
applicable regulatory requirements and guidelines in the places where we operate in all material
respects, and had obtained the business licenses necessary for our operations in accordance with the
laws thereof.

As of the Latest Practicable Date, we owned approximately 30 licenses and qualifications in
relation to our business operations. The table below sets out details of the material licenses and
qualifications applicable in our business operations:

Holder of
Name of Licenses/ Granting Granting
No Licenses/Qualifications Qualifications Institution(s) Date Expiration Date

1 Class A Qualification in Hunan Broad Engineering Hunan DOHURD  October 19, October 19,
Construction Engineering  Design Co. Ltd.* (WiF# 2015 2020
(R TP HEHE) KRILFERFABRA )

2 Class B Qualification in Hunan Broad Engineering Hunan DOHURD  January 27, January 27,
Landscape Design (J&zF  Design Co. Ltd.* (i 2016 2021
MIERFEHOHER) K IEREHARAR)

3 Class C Qualification Hunan Broad Engineering Hunan DOHURD  May 4, December 30,
Certificate for Preparing Design Co. Ltd.* (##iFa % 2015 2019
Urban-Rural Planning (# — K LR&EHA A )

SR IRTESS eia IISESY)

4 First-Grade Construction =~ Hunan Broad Construction MOHURD April 26, April 26,

Contracting for Industrial Co., Ltd.* (¥ 2016 2021

Construction Projects (&

ST AR E—H))

BRI T A IR D)
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Name of
No. Licenses/Qualifications

Holder of
Licenses/
Qualifications

Expiration Date

5 Second-Grade
Qualification for
Professional Contracting
of Groundwork &
Foundation Engineering
(LB TR SR —
#%) 5 Third-Grade
Qualification for
Professional Contracting
of Steel Structure
Engineering (S45H5 L2
HEKE =) 5 First-
Grade Qualification for
Professional Contracting
of Building Renovation &
Decoration Engineering
(RSB TIEE 2R
f1—#%) ; Third-Grade
Qualification for
Professional Contracting
of Building Electrical &
Mechanical Installation
Engineering (5 E %
K TREIREL=H)

6  High-tech
Enterprise Certificate (&
N 2R

Hunan Broad
Construction Industrial
Co., Ltd.* (MimmKE L
A BRA 7D

Our Company

Granting Granting Date
Institution(s)
Hunan DOHURD  March 24,
2016
Hunan Provincial  December 1,
Science and 2017
Technology
Department ,
Hunan Provincial
Department of

Finance, Hunan
Provincial Tax
Service, State
Administration of
Taxation, Hunan
Local

Taxation Bureau

March 24,
2021

November 30,
2020

With respect to the above licenses and qualifications that will expire within 2019, we intend to
remain in satisfactory of requirement for renewal of licenses and qualifications and renew such
licenses and qualifications with the relevant government authorities prior to their expiration. As
advised by our PRC Legal Advisers regarding the requirements for renewal of licenses and
qualifications under the relevant PRC laws and regulations, we do not expect any material legal
impediments in renewing such licenses and qualifications.

COMPETITION

During the Track Record Period, substantially all of our revenue was generated from our
operations in the PRC. We compete in the domestic market with various competitors in different areas,
which may have resources of long-term customers and/or local connections. For details, please refer to
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the section headed “Risk Factors—Risks Relating to Our Business and Industries—We face intensive
competition in the industry of the PRC.”

We are the largest PC unit manufacturer in the PRC in terms of revenue in 2018 with a market
share of 13.0%, according to Frost & Sullivan. Our major competitors of PC unit manufacturing
include Shanghai Construction Group Co., Ltd.* (i TAE B A R/AH), China Construction
Group Co., Ltd.* (B EE A FR /A A), Beijing Housing Industrialization Group Co., Ltd.* (b5t
fEEE LB A FRA R, and China Minsheng Drawin Technology Industry Group* ("1 EREEA
FHLE ). We compete with our competitors on technical capability, quality and efficiency of
design and production, experiences, management system, human resources and systematic support
capabilities. The entry barriers of PC unit manufacturing business include technology, capital, digitized
management and talent barriers.

We are also the largest PC equipment manufacturer in the PRC in terms of revenue in 2018
with a market share of 38.3% according to Frost & Sullivan. Our major competitors of PC equipment
manufacturing include Sany Group Co. Ltd. (=—4EFH#A R/27]), Hebei New Land Electromechanical
Manufacturing Co. Ltd. (FIt#i K # 5 A R Al), Ebawe Company Ltd. (GLEHEABRA F]) and
Shandong Tianyi Machinery Co., Ltd. (L3R E#m M 5FA FRA 7) according to Frost & Sullivan. We
compete with our competitors on technical capability and experience in the prefabricated construction
industry, design capability, human resources and systematic support capabilities. The entry barriers of
PC equipment manufacturing business include technology, experience, brand and client relationship
barriers.

AWARDS AND ACCREDITATIONS

As of April 30, 2019, we had received several awards and accreditations from various local
governments and organizations as a recognition of our achievements and contributions to the
construction industry and the excellent quality of our products. The following table sets forth some of
the major awards and accreditations we received.

Year Award/Accreditation Awarding Organization
2007 National Housing Industrialization Base (HZFEFE#{t  MOC
FH: i)
2013 Changsha Enterprise Technology Center (R Ti{2£41li  Development and Reform
) Commission of Changsha City
2013 Member of the NPCA NPCA

2013-2014 Top Ten Chinese Science and Technology Innovation and ~ The Brand Strategy Experts Working
Good Quality Demonstration Enterprise (TEIFHEAI#E  Committee of China High Technology

SR TR A ) Industrialization Research Committee
(FH B R R S AL F T i o B 2
RXIMFZAEE)
2013 National Hundred Excellent Enterprise in Building China Building Materials Federation
Materials (ZEEMITEETREFH L) (FF B RS R 5 2
2013 Member of the China Building Materials Federation ("'l China Building Materials Federation
A BB A & & B) (valid for 5 years) (B S A RN A )
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Year Award/Accreditation Awarding Organization
2013 The Elite Science and Technology Award—Green The Elite Science and Technology
Technology Excellent Products Award (Fi5iiBH 225 i #8—  Award Committee (i HiFHE2HL il 52 5%
B0 B0 2 1 75 5% )—the Apartment Building Project of 1% £ )
the Institute of Advanced Technology, University of
Science and Technology of China (' B&H& K & 5G4 filf
WL A TR
2014 Hunan Science and Technology Progress Award (i#1# &%t  People’s Government of Hunan
BT HER AT Province
2014 National Comfortable Housing Demonstration Project ( MOHURD
FIF G R TR ) —“Zhangjiajie Blue Bay Projects” ( 5R%
SES A ) and “Ningxiang Broad Blue Bay Projects” (%%
A3 KB (L HE 1)
2016 Hunan Enterprise Technology Center (1 &4 24 fli
)
2016 Subcategory of International Carbon-Value Award— World Economic and Environmental
Ecological Practice Award (I F§fik 47 JHAE—E BB 84%)  Conference
2016 Model Enterprise of Intelligent Manufacturing Pilot in People’s Government of Changsha
Changsha (7078 Ak il R #i4 2) City
2016 Model Enterprise of Technology Innovation in Changsha ~ Bureau of Finance of Changsha City
(BT E T A8~ #i A 2E) and Changsha Economic and
Information Commission
2017 Award of Product Innovation (7 i &l#3%) (the first batch ~ People’s Government of Hunan
in Hunan Province) Province
2017 Hunan Industrial Design Center (] & T 38t H0) Economic and Information Committee
of Hunan Province
2017 National Prefabricated Building Industrialization Base MOHURD
(120 Z 2 i = S 7 SE A )
2018 “First-Choice Brand” in Prefabricated Construction Chinese Real Estate Association and
China Real Estate Appraisal Center
2018 Pilot Demonstration Project of Intelligent Manufacturing MIT
2018 (20184 F & Ae R B /R FEH H )
2018 Model Enterprise of Technological Innovation in China Real Estate News, China Think
Prefabricated Building in China (*'BI#H. X #ERHLAH  Tanks and China Real Estate Business
#4f4>2%), Prize of Temple of Heaven for Prefabricated Academy* ([ 5 Hh E AT 5 B)
Construction in China ([ %% it U 58 K I 4% )
PROPERTIES
Land Use Right

As of April 30, 2019, we had 14 parcels of land in the PRC with a site area of approximately
810,697.5 sq.m., which were mainly for the purposes of manufacturing or research and development.
We had obtained valid land use right certificates of the these parcels of land; and are entitled to
occupy, use, sell, transfer, lease, charge, or dispose of the land use rights according to specific terms of
the land use permits. As of April 30, 2019, we pledged the land use right of seven parcels of land (with
a site area of approximately 563,559.6 sq.m.) as security for our loans, which as advised by our PRC
Legal Advisers, would not constitute an legal impediment to the Global Offering and Listing.
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In addition, as of April 30, 2019, we leased six parcels of land in the PRC, with a site area of
approximately 70,866.0 sq.m., which were mainly for the purposes of manufacturing or research and
development. The lessors hold valid land use right certificates of these parcels of land except for one
parcel of land for which the lessor could not provide valid land use right certificate. However, based on
the fact that (i) such parcel of land only accounts for approximately 3.4% of all the parcels of land in
use by us in terms of site area; (ii) we used such parcel of land for storage purpose; and (iii) the leases
for such parcel of land contained the provisions to require the lessor to indemnify us for any losses
caused by the validity of the land use right, our Directors are of the view that (i) we would be able to
identify alternative land at a reasonable cost locally if our use of such parcel of land were affected; and
(i1) the absence of valid land use right of such parcel of land will not have a material adverse impact on
our business operation. On July 12, 2019, the Controlling Shareholder undertook that, in the event of
defects in land use rights, it will fully compensate us for any legal liabilities, charges, taxes, expenses,
damages or penalties to be borne by us, or any other losses that we may suffer due to inability to
conduct normal production and operation as a result thereof.

Owned Properties

As of April 30, 2019, we owned 12 buildings or units with total gross floor area of
approximately 244,948.2 sq.m. in the PRC with complete and valid building ownership certificates. As
advised by our PRC Legal Advisers, we own the legal title of such properties and are entitled to
occupy, use, transfer, lease, mortgage or otherwise dispose of such properties.

In addition, as of April 30, 2019, we had not obtained the building ownership certificates in
respect of 14 buildings and units with a total gross floor area of 24,664.2 sq.m. (the “Properties”),
which were primarily used as offices and staff housing. We had obtained the valid land use right
certificates for the land occupied by the Properties. As of the Latest Practicable Date, we were in the
process for applying for the building ownership certificates for the Properties. Based on the fact that (i)
we have obtained the relevant land use right certificates, (ii) to the best of our knowledge, there are no
disputes or claims arisen in relation to the Properties; and (iii) the Properties only accounted for
approximately 5.2% of our properties in use in terms of gross floor area, our PRC Legal Advisers are
of the view that the absence of building ownership certificates for the Properties will not have a
material adverse impact on our production and operations individually or as a whole. Our PRC Legal
Advisers further advise us that before we obtain the building ownership certificates, we are not entitled
to dispose, transfer, lease or mortgage the Properties in accordance with the PRC laws and regulations.
To the best of our knowledge, there are no safety issues with respect to the Properties. Based on the
above, our Directors are of the view that (i) we would be able to identify alternative premises at a
reasonable cost locally if our use of the Properties were affected; and (ii) the absence of building
ownership certificates of the Properties will not have a material adverse impact on our business
operation individually or as a whole.

As of April 30, 2019, we had entered into property purchase agreements with respect to various
commercial units with a total gross floor area of 16,167.8 sq.m. and the consideration was fully settled.
The properties are for investment purposes. Based on the above, our PRC Legal Advisers are of the
view that there will be no material legal impediments for us to obtain the building ownership
certificates with respect to these properties once the relevant application is duly made. Our PRC Legal
Advisers further advise us that before we obtain the building ownership certificates, we are not entitled
to dispose, transfer, lease or mortgage the properties in accordance with the PRC laws and regulations.
To the best of our knowledge, there are no safety issues with respect to these properties. AVISTA
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Valuation Advisory Limited, an independent property valuer, has valued these properties as of
August 31, 2019. Please refer to the section headed “Appendix III—Property Valuation Report” for the
full text of the valuation report.

Leased Properties

As of April 30, 2019, we leased 30 properties with a total gross floor area of 194,803.9 sq.m. in
the PRC. Details of our leases are set out in the table below:

& Lessee Lessor Address Use of property Lease tenure
1 Company Broad LingmuNore ! No. 248 Office, January 1,
Yinshuang Road,  production 2019 to
Yuelu District, and research ~ December 31,
Changsha, Hunan  and 2019
Province development
2 Lu’an Broad Homes Anhui Lanxiang Energy- Intersection of Factory January 1,
Industrial saving Glass Company Yingbin Road and 2017 to
Co., Ltd.* ONTEKAETE  Limited (LRE NI GE Shouchun Road, June 30,
THEABRAT) T IR A B/ ] YNore 2 Economic 2019Note 4
Development
Zone, Lu’an,
Anhui Province
3 Lu’an Broad Homes Anhui Lanxiang Energy- Intersection of Dormitory January 1,
Industrial saving Glass Company Yingbin Road and Residence 2017 to
Co., Ltd.* (N & KAE Limited (& B A i AE Shouchun Road, June 30,
T LEARAT) TR A B/ ] YNore 2 Economic 2019Note 4
Development
Zone, Lu’an,
Anhui Province
4 Lu’an Broad Homes Anhui Lanxiang Energy- Intersection of Dormitory January 1,
Industrial saving Glass Company Yingbin Road and Residence 2017 to
Co., Ltd.* ONTEKAEE  Limited (LRE NI GE Shouchun Road, June 30,
THEABRAT) TR A B/ ] YNore 2 Economic 2019Note 4
Development
Zone, Lu’an,
Anhui Province
5 Broad Homes Industrial ~ Shanghai Linyuan Asset 860 Xinyang Factory, February 1,
(Shanghai) Management Company Road, Fengxian researchand 2017 to
Co., Ltd.* (EAREE T3 Limited (L#Ei## &ZE District, Shanghai  development  January 31,
(big) AR A BIA PR m] Note 2 and exhibition 2022
6  Changsha Broad Homes  Hefei Senlong 4301 Xiyou Road, Production August 10,
Industrial Machinery Economic 2016 to
(Anhui) Co., Ltd.* (¥ Manufacturing Company Development December 31,
[Nl e | Limited (FEFRFEMME  Zone, Hefei, 2019
AR D) A B ] yNote 2 Anhui Province
7  Changsha Broad Homes  Hefei Senlong 4301 Xiyou Road, Production October 26,
Industrial Machinery Economic 2018 to
(Anhui) Co., Ltd.* (¥  Manufacturing Company Development December 31,
[Nl e | Limited (& EFRFEHAE  Zone, Hefei, 2019
AR D) A B ] yNote 2 Anhui Province
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10

11

12

13

14

Lessee Lessor Address Use of property Lease tenure
Changsha Broad Homes  Hefei Senlong Factory No. 3, Production August 1,
Industrial Machinery Intersection of 2016 to
(Anhui) Co., Ltd.* (¥ Manufacturing Company Furong Road and December 31,
ERAEE T YR Limited (G EARFEMME  Xiyou Road, 2019
AR D) A B ] yNote 2 Economic

Development

Zone, Hefei,

Anhui Province
Changsha Broad Homes  Hefei Senlong Factory No. 20, Office December 31,
Industrial Machinery Xiyou Road East 2018 to
(Anhui) Co., Ltd.* (¥  Manufacturing Company (Furong Road December 31,
AT ELERH Limited (G IEARFEMME  North), Economic 2019
AR ) 75 A B ] Note 2 Development

Zone, Hefei,

Anhui Province
Changsha Broad Homes  Hefei Senlong Room 401-410, Dormitory August 15,
Industrial Machinery 4t Floor, Daosan ~ Residence 2018 to
(Anhui) Co., Ltd.* (¥ Manufacturing Company Dormitory, December 31,
AT ELERH Limited (A EARFEHME  Senlong Industrial 2019
AR D) A B ] yNote 2 Park, Hefei,

Anhui Province
Changsha Broad Homes  Hefei Senlong Room 205-210, Staff October 10,
Industrial Machinery 2nd Floor, Daosan ~ Dormitory 2018 to
(Anhui) Co., Ltd.* (¥ Manufacturing Company Dormitory, December 31,
AT ELERH Limited (A EARFEHME  Senlong Industrial 2019
AR D) A B ] yNote 2 Park, Hefei,

Anhui Province
Changsha Broad Homes  Hefei Senlong Room 301-310, Dormitory September 20,
Industrial Machinery 3rd Floor, Daosan  Residence 2018 to
(Anhui) Co., Ltd.* (¥  Manufacturing Company Dormitory, December 31,
AT ELERH Limited (FEARFEHME  Senlong Industrial 2019
AR D) A B ] yNote 2 Park, Hefei,

Anhui Province
Changsha Broad Homes  Hefei Senlong Room 505-506 Dormitory March 23,
Industrial Machinery and Room 605, Residence 2019 to
(Anhui) Co., Ltd.* (¥  Manufacturing Company Unit 3, Dao’er December 31,
KA T EZH Limited (A EARFEHME  Dormitory, 2019
AR ) A B ] yNote 2 Senlong Industrial

Park, Hefei,

Anhui Province
Changsha Broad Homes  Hefei Senlong Room 602, Dormitory September 7,
Industrial Machinery Room 606 and Residence 2018 to
(Anhui) Co., Ltd.* (¥ Manufacturing Company Room 401, Dao’er September 6,
KA T EZH Limited (A EARFEHME  Dormitory, 2019
AR D) A B ] yNote 2 Senlong Industrial

Park, Hefei,
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16

17

18

19

20

Lessee Lessor Address Use of property Lease tenure
Changsha Broad Homes  Hefei Dazhu Heavy Baiting and Factory January 1,
Industrial Engineering Machinery =~ Moulding Plant 2019 to
(Anhui) Co., Ltd.* (¥ Manufacturing Company I-III and Outdoor June 30,
ERAEE T YR Limited (FIEKSEEAEI T  Space, 2019Note 5
AR D) TR S A7 [ 23 Wl )Nore 2 Intersection of

Yungu Road and

Qingluan Road,

Xingang

Industrial Park,

Hefei, Anhui

Province
Changsha Broad Broad Lingmu/ere / 248 Yinshuang Factory January 1,
Modular Bathroom Co., Road, Yuelu 2019 to
Ltd.* (B KB En = District, December 31,
AR D) Changsha, Hunan 2019

Province
Guangzhou Broad Guangzhou Panyu 6™ and 3rd-4th Dormitory October 1,
Homes Industrial Yuwotou Standard Floor, Dormitory ~ Residence 2018 to
Co., Ltd.* (M K(ESE  Plastic Electronics A, 49 Wantai September 30,
TEEARAT) Factory (MM #FEE L Road, Dongchong 2019Note 6

o BRI T )Mo 2 County, Nansha

District,

Guangzhou,

Guangdong

Province
Guangzhou Broad Jianjun He (fi8#39) and  Room 703, Office March 16,
Homes Industrial Zibin He (fa[ 18 )Note 2 Donghan Garden 2019 to
Co., Ltd.* (BN AT Office Building, July 15,
TEARAT) 71 Guanghua 2019Note 7

South Road,

Panyu District,

Guangzhou,

Guangdong

Province
Hunan Broad Company Room 101, Office August 7,
Engineering Design Research, 2017 to
Co., Ltd.* (WrgE K TR Development and August 6,
A FRA ) Design Center, 2020

248 Yinshuang

Road, Yuelu

District,

Changsha, Hunan

Province
Changsha Broad Homes  Changzhou Rongke 1 Houzhou Factory March 12,
Industrial Transportation Yingbin Road, 2018 to
(Jiangsu) Co., Ltd.* (f =~ Engineering Company Biegiao County, March 12,
WEKFEETE (JLHK)  Limited (FINEERSCE T Liyang, Jiangsu 2020

A BRZAFD)

TRAT B4 ] ote 2
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22

23

24

25

26

27

Lessee Lessor Address Use of property Lease tenure
Changsha Broad Homes  Liyang Zhongshan Houzhou Factory January 1,
Industrial Organic Glass Company  Industrial Park, 2019 to
(Jiangsu) Co., Ltd.* (& =~ Limited (BT 1LIAH  Bieqiao Country, December 31,
WEKMATILE (L) B R ] )Nore 2 Liyang, Jiangsu 2019
AR D) Province
Changsha Broad Homes ~ Anhui Jialian 8 Chaohu Road, Factory August 1,
Industrial Construction Hefei Modern 2016 to
(Fuyang) Co., Ltd.* (= Engineering Machinery  Industry Garden, July 31, 2021
WEKEETEREAR  Company Limited (%%  Fuyang, Anhui
i) FERE TMMARL  Province

ﬁj )Note 2

Beijing Parallel System  Beijing Wangjing Soho 1 Futong Dong Office August 10,
Information Technology  Real Estate Company Dajie, Chaoyang 2018 to
Co., Ltd.* (F47&%L (It Limited (AL E R4 0%)E  District, Beijing August 9,
) A BHATA RAT) HiFE A PR ] YNote 2 2020
Lu’an Broad Homes Anhui Lanxiang Energy- Intersection of Office January 1,
Industrial saving Glass Company Yingbin Road and 2017 to
Co., Ltd.* ONEEKAEE  Limited (LRE N EIGE Shouchun Road, June 30,
THEABRAT) T IR A B/ ] YNore 2 Economic 2019Note 4

Development

Zone, Lu’an,

Anhui

ProvinceNore 3
Lu’an Broad Homes Anhui Lanxiang Energy- Intersection of Office September 11,
Industrial saving Glass Company Yingbin Road and 2017 to
Co., Ltd.* ONTEKAETE  Limited (LRE N EIGE Shouchun Road, June 30,
TEEABRAT) TR A PR/ ] YNore 2 Economic 2019Note 4

Development

Zone, Lu’an,

Anhui

ProvinceNore 3
Chenzhou Broad Homes = Chenzhou Hi-Tech Office Building Factory, September 26,
Industrial Investment Holding and Block No. 1 office and 2017 to
Co., Ltd.* (M= K{EE  Company Limited (#/1  and No. 3, Old dormitory March 31,
TEARAT) R EECA BR A Chenzhou Chunyi 2023

F] )Note 2 Haosite Factory,

Hi-Tech Industry

Park, Chenzhou,

Hunan

ProvinceNore 3
Guangzhou Broad Huizhou Ganchang Baimawei Factory April 1,2019

Homes Industrial Co.,
Ltd.* (Fm KA E 12
AR

Property Management
Company Limited* (2
TR B S A R
5| )Note 2
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& Lessee Lessor Address Use of property Lease tenure
28  Guangzhou Broad Huizhou Ganchang Baimawei Dormitory April 1, 2019
Homes Industrial Co., Property Management Industrial Park, residence to April 30,
Ltd.* (M E AT L Company Limited* (32 Yuanzhou Town, 2020
EHRAF) T B EE AR Boluo Country,
T yNote 2 Huizhou,
Guangdong
ProvinceNore 3
29  Guangzhou Broad Huizhou Ganchang Baimawei Others April 1,2019
Homes Industrial Co., Property Management Industrial Park, to April 30,
Ltd.* (BMEKAEEL Company Limited* (32 Yuanzhou Town, 2020
EHRAF) T EWEE AR Boluo Country,
T yNote 2 Huizhou,
Guangdong
ProvinceNore 3
30 Changsha Broad Homes Liyang Zhongshan Houzhou Office and January 1,
Industrial (Jiangsu) Co.,  Organic Glass Company  Industrial Park, gatehouse 2019 to
Ltd* (RUEKXMAELE  Limited (BEHHTILAH  Biegiao Country, December 31,
(LH#R) ARAT) EFEAT BN ] Note 2 Liyang, Jiangsu 2019
ProvinceNore 3
31 Wuhan Broad Homes Zhongfen Zhigu Room 2, Level 4,  Office March 5,
Industrial Co., Ltd.* (&,  (Wuhan) Operation Research Building 2019 to
B KA TEARA Management Co., Ltd.* D3, One Huaren March 5,
A) (PR () H Huihe Science 2022
HIARAT) and Technology
Park, Wuhan
Economic and
Technology
Development
Zone, Wuhan,
Hubei Province
Notes:

(O]
)
3)
“

(%)
(6)
(O]

refers to a connected person of the Company

refer to Independent Third Parties

refer to the properties for which the lessors failed to provide building ownership certificates or documents to prove their legal rights

The lease was not renewed and Lu’an Broad Homes Industrial Co., Ltd.* (7N %% K1 T34 A A]) moved to a self-owned plant after
the lease expired. We obtained the land use rights for the self-owned plant located in Economic Development Zone of Lu’an with a site
area of approximately 93,809 sq.m., and are in the process of applying for the building ownership certificate for the factory. As of the
Latest Practicable Date, the equipment is installed and the factory is capable to commence production after passing the fire inspection by
the authorities.

The property under the lease was intended for the storage of PC unit products on a temporary basis. Changsha Broad Homes Industrial
(Anhui) Co., Ltd.* (R¥bE KAEE TELRGR A) has decided not to renew the lease.

The lease was terminated as Guangzhou Broad Homes Industrial Co., Ltd.* (& /1% K E LA R 7)) moved to the new location in
Huizhou, Guangdong Province. A new lease agreement for the plants in Huizhou was entered into, see No. 27, 28 and 29.

Upon expiry of the lease, Guangzhou Broad Homes Industrial Co., Ltd.* (B RAEE THA A ) relocated to the new location in
Huizhou, Guangdong Province.

Among the leased properties above, with respect to 23 properties with a total gross floor area of

149,144.4 sq.m. in the PRC, our PRC Legal Advisers advised us that, (i) the leases entered into
between us and the lessors are legally valid and binding, granting us the rights to occupy and use such
properties, and (ii) the lessors of these properties have valid legal right to lease the properties.

Among the leased properties above, with respect to seven properties with a total gross floor

area of 45,659.5 sq.m. in the PRC, the lessors failed to provide building ownership certificates or
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documents to prove their legal rights. These properties are primarily used for production, dormitory
and office purposes. Based on the fact that (i) the leases for two properties (with a total gross floor area
of 23,945.6 sq.m.) contained provisions to require the lessor to indemnify us for any losses caused by
the lessor; and (ii) to the best of our knowledge, there are no disputes or claims arising in relation to the
properties, our PRC Legal Advisers advised us that the failure of the lessors to provide relevant
building ownership certificates or documents to prove their legal rights would not have a material
adverse impact on our business operation individually or as a whole. Our Directors, after taken into
account the advice from our PRC Legal Advisers, are of the view that (i) we would be able to identify
local alternative premises at a reasonable cost and relocate at a limited cost if our use of these
properties was affected; (ii) should the lessor obtain the relevant building ownership certificates, we do
not expect that there will be significant change in our rental expenses; and (iii) the failure of the lessors
to provide relevant building ownership certificates or documents to prove their legal rights will not
have a material adverse impact on our business operation individually or as a whole.

EMPLOYEES

As of April 30, 2019, we had 3,749 employees. The salaries of our employees are mainly
depending on seniority and performance, and total compensation includes salaries, wages,
performance-based bonuses and special awards. For the years ended December 31, 2016, 2017 and
2018 and the four months ended April 30, 2019, we incurred staff costs of RMB248.5 million,
RMB358.0 million, RMB443.6 million and RMB158.9 million, respectively. The following table sets
forth a breakdown of our employees by function as of April 30, 2019:

Percentage of

Total Number of Total
Employee Type Employees Employees
Research and development/technician ................................ 1,089 29.0%
Management ... ... ...t 469 12.5%
Sales . 194 52%
Manufacturing . . .. ...ttt e 1,997 53.3%
Total . ... 3,749 100.0%

The following table sets forth a breakdown of our employees by location as of April 30, 2019:

Total Number of Percentage of
Location Employees Total Employees
Yangtze River Delta Region ........... ... .. .. .. ... ... ... .. ... .... 1,796 47.9%
Central China Region ........ ... ... ... .. . . . .. . . . 1,522 40.6%
Beijing-Tianjin-Hebei Region . .. ....... ... .. .. .. ... ... ... ... ..... 337 9.0%
Pearl River Delta Region . . ....... ... ... .. .. .. .. . .. . . 94 2.5%
Total ... 3,749 100.0%

We believe that our employees are one of our most valuable assets and have greatly contributed
to our success. We provide both in-house and external training to our employees to enhance their
knowledge of our corporate culture, our strategies, our management systems and information
technology skills, and provide training to individual employees according to their respective job
description. For details, please refer to the section headed “—Broad Homes Training Center”.

According to relevant regulations and rules in the PRC, we are required to provide our
employees with medical insurance, pension insurance, unemployment insurance, maternity insurance,
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work injury insurance, employee’s housing provident fund and other benefits. For all workers working
for the construction projects we undertake as the general contractor, we are required to purchase work
injury insurance. Except for the above annual contributions, we are not responsible for other employee
benefits. For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, we recorded salaries, wages, bonuses and other benefits for our employees of RMB220.8
million, RMB326.5 million, RMB409.1 million and RMB144.5 million, respectively. We also
contributed to the housing provident fund in accordance with the applicable PRC regulations.

During the Track Record Period and up to the Latest Practicable Date, the social insurance and
housing provident fund contribution we made for certain employees were not based on their actual
salary level, which is not strictly in compliance with the relevant laws and regulations in the PRC. For
the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30, 2019, we
estimate that the outstanding balance of the social insurance and housing provident fund contributions
that should have been contributed amounted to approximately RMB10.5 million, RMB14.4 million,
RMB15.8 million and RMB6.1 million, respectively.

The occurrence of these incidents was primarily because (i) some of these employees,
particularly those who moved from other cities, were not willing to participate in the social welfare
system of the city in which they live temporarily as it may be difficult for them to enjoy the social
insurance or housing providence benefits once they move to another city under the current social
insurance and housing providence scheme in the PRC; and (ii) we followed the local practices and
interpretations of the laws and regulations by the local authorities, which may deviate from the strict
implementation of the relevant laws and regulations.

As advised by our PRC Legal Advisers, according to the relevant laws and regulations in
relation to social insurance, the competent authorities may (i) order us to make up the contributions for
the outstanding balance within a prescribed time; and (ii) charge a daily late payment of 0.05% of the
total outstanding balance for any inadequate contributions of social insurance contributions. In the
situation when the payment is not made within the prescribed period imposed by the competent
authorities, they may further impose a fine ranging from one to three times of the total outstanding
balance. Our PRC Legal Advisers also advise us that according to the relevant laws and regulations in
relation to housing provident fund, the competent authorities may order to make up the contributions
within a prescribed time for any inadequate contributions of housing provident fund, and if the
payment is not duly made, the competent authorities may file a petition for the enforcement in court.

We have obtained written confirmation from the local social insurance authorities and housing
provident fund authorities confirming that our certain subsidiaries had made adequate social insurance
contributions and housing provident fund contributions during the Track Record Period.

As of the Latest Practicable Date, we had not received any notice from the authorities
requesting us to rectify the non-compliance or imposing any penalties, nor received any requests or
claims from our employees in this respect.

On July 20, 2018, the State Council issued a reform plan (the “Reform Plan”) of the collection
system of state tax and local tax, pursuant to which from January 1, 2019, the social insurance
contributions are collected by the tax bureaus. Nevertheless, according to the Urgent Notice on
Enforcing the Requirement of the General Meeting of the State Council and Stabilization on the Levy

of Social Insurance Payment (BB B BB b B o sl i ) B Ao e AL R B Al T

200



BUSINESS

YERZ S A ) (the “Notice”) issued by the MOHRSS on September 21, 2018, the MOHRSS will
work with other government departments to issue detailed policies in order to decrease the social
insurance contribution rates and ensure that no additional burden will be imposed on enterprises when
implementing the Reform Plan. The Notice further expressly forbad the local government from
collecting historical outstanding social insurance contributions collectively. In this regard, our PRC
Legal Advisers have made further enquiries to the local social insurance authorities and/or housing
provident authorities in Changsha, Ningxiang, Xiangtan, Fuyang, Liyang, Guangzhou and Hangzhou
and obtained confirmations that they will not proactively collect historical outstanding social insurance
contributions or impose a fine, unless they receive any complaint from our employees or relevant
authorities request them to initiate investigations and non-compliance is found against us. We confirm
that we had not received any notice from relevant authorities requesting us to take rectification actions
or imposing any fine on us due to any complaints from employees or any non-compliance findings
made by relevant authorities. Based on the above, our PRC Legal Advisers are of the view that the
risks of us being ordered to make up the contributions or being imposed with a fine by the relevant
authorities for our outstanding contribution of social insurance and housing provident fund is low.

In order to minimize the related risks, we have implemented the following internal control
policies with respect to social insurance and housing provident fund contributions:

*  designating experienced human resource staff at different levels in our Group to monitor
the relevant payment of contributions;

*  monitoring closely any updates of the laws, regulations and policies from time to time so
as to ensure that we can respond to any changes with respect to social insurance and
housing provident fund requirements;

»  formulating and distributing to our employees an internal control policy with respect to
social insurance and housing provident fund contribution in compliance with relevant PRC
laws and regulations, which we have started to implement; and

*  consulting external PRC legal counsel for advice on relevant PRC laws and regulations.

Based on the above and having taken into consideration of the total outstanding amount which
is insignificant, our Directors are of the view that to make up the outstanding contributions of social
insurance and housing provident fund and the late payment and any penalties which may be imposed
by the relevant authorities would not have a material adverse impact on our business operations and
financial condition as a whole. Our Controlling Shareholders have undertaken to indemnify us in full
for any outstanding contributions and fines or penalties arisen therefrom. We did not make provisions
for the outstanding contributions in our accounts.

Our employees are hired pursuant to the terms of a written employment contract, which
specifies the employee’s position, responsibilities, remuneration and grounds for termination.

Our employees are protected by labor unions. We encourage employee’s participation in the
management of our Company. As of the Latest Practicable Date, we had not experienced any strikes or
other material labor disturbances which had interfered with our operations, and we believe that we
have positive relations with our employees.

RISK MANAGEMENT AND INTERNAL CONTROLS

We have established a management system pursuant to the Company Law in the PRC, Code of
Corporate Governance for Listed Companies in the PRC, company internal control basic rules and
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other relevant regulations. The internal rules and policies that we have formed to regulate and guide
our operation include marketing management measures, factory accounting manual, intellectual
property management measures, capital budgeting management measures, credit business management
measures, recruitment management rules, information disclosure measures, management system of
connected transactions, document management measures and etc. In particular, for quality control, we
have established supplier management measures, purchase and biding management procedures, rules
for security risk valuation and management and other internal rules.

We have established an audit committee consisting of three Directors, namely, Mr. Chen
Gongrong, Mr. Li Zhengnong and Mr. Wong Kai Yan Thomas. Mr. Chen Gongrong currently serves
as the chairman of the audit committee. The audit committee is responsible for reviewing our systems
of financial control, internal control and risk management, discussing the risk management system and
the internal control system with management to ensure that management has performed its duty to have
both effective risk management and internal control systems. Our internal audit department will
conduct audit work according to annual audit plan formed in the beginning of a financial year. It will
focus on the establishment of systems and its implementation, identification and valuation of weak link
and provide suggestions accordingly.

The internal rules and policies have formed a comprehensive risk management and internal
control system, through which we monitor, evaluate and manage financial, operational, compliance and
legal risks that we are exposed to in our business activities.

In order to manage our external and internal risks, and to ensure the smooth running of our
business, we have engaged an independent internal control reviewer (the “IPO Internal Control
Consultant”) in August 2018, to assist our Group to perform long-form review procedures on the
internal control system in respect of Practice Note 21 compliance and provide recommendations for
improving our internal control system. The IPO Internal Control Consultant provides a wide range of
professional services including corporate governance assessment and design, enterprise risk
assessment, internal audit and compliance consultancy and advisory services and is experienced in
providing consultancy services in internal controls and performing independent review on internal
control and risk management systems. The IPO Internal Control Consultant has conducted long-form
review procedures on our internal control system in certain aspects, including revenue, purchase,
investment management, inventory and cost management, fixed assets management, human resources,
financial management and information technology.

The long-form procedures performed by the IPO Internal Control Consultant were conducted
from August 2018 to November 2018, and came up with in a number of findings and
recommendations. We have taken the necessary remedial actions accordingly. The IPO Internal
Control Consultant also performed follow-up procedures on our Company’s system of internal controls
in December 2018, with regard to the remedial actions taken by our Company. As of the Latest
Practicable Date, there were no material internal control issues outstanding.

INSURANCE

In line with the general practice in the industry, we are required to purchase work injury
insurance for all workers working for the construction projects we undertake as the general contractor.
We also purchase pension insurance, medical insurance, unemployment insurance, work injury
insurance and maternity insurance for our employees and personal injury insurance for our employees
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pursuant to the relevant PRC laws and regulations. As of the Latest Practicable Date, we had not made
any material insurance claims.

Consistent with what we believe to be customary practice in China, we do not carry fire, flooding
or other property insurance for our production facilities, or any third-party liability insurance to cover
claims in respect of personal injury or property or environmental damage arising from accidents on our
properties or relating to our properties or operations, nor do we carry any business interruption insurance
or key-man life insurance on our key employees. Such insurance are not mandatory according to the laws
and regulations of the PRC and would impose additional costs on our operations, which would reduce our
competitiveness against our competitors in the PRC. For details, please refer to the section headed “Risk
Factors—Risks Relating to Our Business and Industries—Our current insurance coverage may not be
adequate, and we may not be able to obtain insurance at acceptable rates”.

Our Directors believe that we maintain sufficient insurance coverage that is consistent with our
risk of loss and industry practice. We will continue to examine and evaluate the risks of our Company,
and will make necessary and appropriate adjustments to our insurance policies according to our needs
and the customary practice in the PRC.

LEGAL PROCEEDINGS AND COMPLIANCE
Legal Proceedings

We may from time to time be involved in disputes or legal proceedings arising from the
ordinary course of our business. Our Directors confirm that our Company or subsidiaries are not
involved in any material outstanding litigation or arbitration that individually involves an amount in
controversy that exceeds RMBS5 million as of the Latest Practicable Date. We were not aware of any
material litigation, arbitration or claims against our Company or subsidiaries that are pending, or to the
best knowledge of our Directors, threatened as of the Latest Practicable Date.

Regulatory Compliance

We conduct our business mainly in the PRC and therefore are subject to the relevant
restrictions of the regulatory requirements of the PRC. Our Directors and the PRC Legal Advisers,
confirmed that, during the Track Record Period and up to the Latest Practicable Date, we had complied
with the relevant PRC regulatory requirements and guidelines in all material respects and obtained all
the important qualifications and licenses necessary for our business operation in accordance with the
PRC laws and regulations.
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OVERVIEW

The Board of the Company consists of nine Directors, including five executive Directors, one
non-executive Director and three independent non-executive Directors. The Board is responsible and
has the general authority for the management and operation of the Company. The Directors are
typically appointed for a term of three years and are eligible for re-election upon expiry of their term of
office.

The Supervisory Committee of the Company consists of three Supervisors, including one
employee representative Supervisor and two non-employee representative Supervisors. The non-
employee representative Supervisors are elected at our general meetings. The employee representative
Supervisor is elected by our employees. The Supervisors are typically appointed for a term of three
years and are eligible for re-election upon expiry of their term of office.

The senior management of the Company, i.e. the five executive Directors, are responsible for
the management of day-to-day operations of the Company.

DIRECTORS

The following table sets out the key information of the Directors as at the Latest Practicable
Date.

Date of Date of
joining the appointment Roles and
Name Age Positions Group as Director responsibilities

Zhang Jian (GR&) .............. 56  Founder, April 30, April 30, Taking charge of
chairman of the 2006 2006 the overall affairs
Board, of the Board,
executive participating in
Director the formulation

and
implementation
of the business
and operation
strategies of the
Company and
making
significant
business and
operational
decisions of the
Company through
the Board

Tang Fen (J57F) ................ 43 Executive August 18, February 19, Taking charge of
Director, 2006 2014 the overall
president management and

operation of the
Company
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Name ﬂ
Shi Donghong (A HAL) ....... 43
Zhang Kexiang (iR7e4f) ... ... 56
Tan Xinming (FUHH) . ....... 44
Zhang Quanxun GRIED) ... .. 46
Chen Gongrong (B3t ... .. 57
Li Zhengnong (¥1ER) ....... 56

Wong Kai Yan Thomas (L1 48
JRY oo

Date of
Date of joining appointment as Roles and
Positions the Group Director responsibilities
Executive December 1,  February 19,  Responsible for
Director, vice 2007 2014 the overall
president, chief financial
financial officer, management,
secretary of the corporate
Board, company development and
secretary board secretarial
work of the
Company
Executive April 30, July 17,2014  Responsible for
Director, vice 2006 the data operation
president center of the
Company
Executive April 30, February 19, Responsible for
Director, vice 2006 2014 the procurement
president management and

Non-executive
Director

Independent
non-executive
Director

Independent
non-executive
Director

Independent
non-executive
Director

December 15,
2018

December 14,
2017

December 14,
2017

March 23,
2019

December 15,
2018

December 14,
2017

December 14,
2017

March 23,
2019

project
management of
the Company

Participating in
major decision-
making of the
Company,
offering
professional
advice and
judgment to the
Board

Supervising and
offering
independent
advice and
judgment to the
Board

Supervising and
offering
independent
advice and
judgment to the
Board

Supervising and
offering
independent
advice and
judgment to the
Board

Mr. Zhang Jian (ik#l), aged 56, is the founder of the Company, and has been the chairman of
the Board and an executive Director since the date of the incorporation of the Company in April 2006.

205



DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

Chairman Zhang takes charge of the overall affairs of the Board, participates in the formulation and
implementation of the business and operation strategies of the Company and makes significant
business and operational decisions of the Company through the Board.

Since March 1996, Chairman Zhang has served as an executive director of Broad Lingmu,
responsible for formulation of strategies, business operation and investment decision-making. Since
April 2008, he has served as the chairman of board of Dazheng Investment, responsible for investment
and management affairs. Since April 2013, he has served as a general partner of Daxin Investment,
responsible for investment and management affairs. Since October 2015, he has served as a general
partner of Changsha Shuangyin Investment Management Partnership (Limited Partnership)* (i # 41
BEEHAEBEEHREY)), responsible for investment and management affairs.

Before joining the Group, Chairman Zhang taught thermal engineering at Harbin University of
Science and Technology (M &I T KE:) from July 1985 to September 1988. He served as the head
of Chenzhou Hot Spring Heating Equipment Factory* (HE/NELR $R0E M M) from June 1988 to
September 1992 and was mainly responsible for research, development and management. He served as
an executive director and the president of Broad Air-Conditioner Co., Ltd.* (3 KZ=FHARAH]) (a
company mainly engaged in the research, development, production and sales of air-conditioners) from
September 1992 to July 2002 and was mainly responsible for formulation of strategies and the overall
management and operation.

Chairman Zhang served as a representative of the Eighth National People’s Congress of the
PRC from March 1993 to February 1998 and a representative of the Ninth National People’s Congress
of the PRC from March 1998 to February 2013. Chairman Zhang was awarded the China Invention
Gold Award* (+'EI¥2#]4:48) by the Organizing Committee of International Exhibition of Patent, New
Technology and New Products™ (2P S K 8 2 o it B8 € 41 4% 2 B &) in November 1990, the
Invention Silver Award of the Foire Internationale de Paris by Foire Internationale de Paris in 1991,
the Invention Gold Award of the 227 International Exhibition of Geneva by the International Advisory
Committee for Inventions in April 1994, the National Technology Advancement Award by National
Science and Technology Commission in December 1996, the Grand Prize of the 110t Concours
Lépine International Paris by Association des Inventeurs et Fabricants Francais in 2011, and the Real
Estate Representative for the 40t Anniversary of China’s Reform and Opening-up by Leju Finance (4%
Js B4 #%) in December 2018.

Chairman Zhang obtained a bachelor’s degree in thermal engineering from Harbin Institute of
Technology (W& T3 K EE) in July 1985.

Ms. Tang Fen (J§7%), aged 43, is an executive Director and the president of the Company. She
takes charge of the overall management and operation of the Company. Ms. Tang joined the Group in
August 2006, and previously served as the general manager of the investment and cooperation affairs
department and vice president of the Company successively.

Since September 2015, Ms. Tang has been the vice president of the seventh session of the
council for China Real Estate Association, responsible for exercising the functions and powers as the
vice president.

Before joining the Group, Ms. Tang served as an assistant to director of event planning of
China Golden Eagle TV Art Festival Organizing Committee® ([ 4 & B2l Ei 4% €) from July
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2000 to March 2003 and was mainly responsible for the planning and implementation work of the
China Golden Eagle TV Art Festival. She served as a vice president of Hunan Yunda Real Estate
Development Co., Ltd.* (Wi izl A FR/A 7)) (a company mainly engaged in real estate
development) from March 2003 to July 2006 and was mainly responsible for sales and investment
solicitation.

Ms. Tang was awarded the title of Outstanding Entrepreneur of Changsha High-tech Zone from
2014 to 2017 by the CPC Changsha High-tech Zone Work Committee and Changsha High-tech Zone
Management Committee.

Ms. Tang graduated from Changsha Electric Power College* (217 J1€:B¢) majoring in
computer and application in June 2001 and Changsha University of Science and Technology ({Z#3#T.
KE) majoring in accounting (correspondence) in June 2004.

Ms. Shi Donghong (i3 4L), aged 43, is an executive Director, a vice president, the chief
financial officer, the secretary of the Board and company secretary of the Company. She is responsible
for the overall financial management, corporate development and board secretarial work of the
Company. Ms. Shi joined the Group in December 2007, and previously served as the finance manager,
deputy manager of strategy office and manager of capital operation department of the Company
successively.

Before joining the Group, Ms. Shi served as the store ledger accountant, cashier, financial
teamleader as well as financial executive of Broad Lingmu successively and was mainly responsible
for financial work from February 1997 to November 2007.

Ms. Shi was awarded the title of Outstanding Entrepreneur of Changsha High-tech Zone from
2014 to 2016 by the CPC Changsha High-tech Zone Work Committee and Changsha High-tech Zone
Management Committee and the title of Five-star Management Talent in May 2018 by China
Association of Chief Financial Officers.

Ms. Shi graduated from China Central Radio and TV University* (9 J¢&#% T #1 K &%) majoring
in accounting in November 2005. She obtained a master’s degree in business administration from Asia
International Open University (Macau) in September 2010. Ms. Shi was granted the qualification of
Senior International Finance Manager by the International Financial Management Association in April
2010 and the qualification of Chief Financial Officer (& tHl) by China Association of Chief
Financial Officers in December 2010.

Mr. Zhang Kexiang (#%¥E#f), aged 56, is an executive Director and a vice president of the
Company. He is responsible for the data operation center of the Company. Mr. Zhang joined the Group
at the time of the incorporation of the Company in April 2006, and previously served as the manager of
manufacture department of the Company, responsible for management affairs.

Before joining the Group, Mr. Zhang served as an engineer in the technical division of
Changsha Shipyard* (WKL) (a company mainly engaged in shipbuilding business) from
July 1984 to October 1996 and was mainly responsible for technical research and development. He
served as the head of the Pressure Vessel Branch of Changsha Shipyard* (4= i1 FURE 11 25 #5% 53 i)
from October 1996 to December 1998 and was mainly responsible for management. He served as the
head of the management division of Broad Lingmu from December 1998 to December 2004 and was
mainly responsible for production management. He served as the on-board general manager of
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Changsha Noah Cruise Co., Ltd.* (RU#aniif#wmA R 7) (a company mainly engaged in cruise
operation) from December 2004 to April 2006 and was mainly responsible for management.

Mr. Zhang obtained a bachelor’s degree in ship and marine engineering from Huazhong
University of Science and Technology (#EHFHLKEE) in July 1984. Mr. Zhang was also granted the
title of engineer by Hunan Provincial Department of Personnel in July 1992.

Mr. Tan Xinming (F#i#), aged 44, is an executive Director and a vice president of the
Company. He is responsible for procurement management and construction management of the
Company. Mr. Tan joined the Group at the time of the incorporation of the Company in April 2006,
and previously served as the secretary of the chairman’s office, procurement manager and construction
general manager of the Company successively.

Before joining the Group, Mr. Tan successively served as a financial manager and the secretary
of the chairman’s office of Broad Lingmu, responsible for financial management affairs and the
administration of the chairman’s office from July 2003 to March 2006.

Mr. Tan served as a strategic consultant for procurement alliance of China Real Estate Chamber
of Commerce from October 2015 to October 2018.

Mr. Tan graduated from Hunan College of Finance and Economics* (74 #4482 B¢ ) majoring
in accounting in December 1998. Mr. Tan was also granted the qualification of certified public
accountant by the Chinese Institute of Certified Public Accountants in September 2004.

Mr. Zhang Quanxun (3kHEH)), aged 46, is a non-executive Director of the Company. He is
mainly responsible for participating in major decision-making of the Company and offering
professional advice and judgment to the Board.

Since June 2013, Mr. Zhang has served as a vice president of Yuanzhi Fuhai, responsible for
facilitating the development of various businesses, participating in the establishment, assessment,
investment decision-making and fund-raising of all projects, as well as the external liaison and
maintenance of relationships with limited partners and shareholders. Since May 2015, Mr. Zhang has
served as a director of Shenzhen Tellus Holding Co., Ltd.* (ZFEIITHES(EE)BRMBAERAR) (a
company listed on the Shenzhen Stock Exchange (stock code: 000025)). Since November 2017, he has
served as a supervisor of Shenzhen High-tech Investment Group Co., Ltd.* (I s L Em A PR A
).

Before joining the Group, Mr. Zhang served as a deputy director of Xiamen Productivity
Promotion Center* (J&[Mi2EE JIE#EHL») (an institute mainly engaged in investment and project
management in science and technology industry) from August to November 2008. From December
2008 to January 2011, Mr. Zhang successively served as the vice director of business department of
plastic packaging, and the director of business department of plastic packaging as well as the strategic
development department of Shenzhen Tongchan Packaging Group Co., Ltd.* (YT 7 25 5 A R
/y#]) (a company mainly engaged in the production and sales of packaging products and investment in
packaging industry). From January 2011 to February 2013, Mr. Zhang served as the head of the
strategic research and merges and acquisitions department of Shenzhen Yuanzhi Investment Limited*
(YN =B E A FR/AF]) (a company mainly engaged in industrial investment and the development
and management of investment and assets).
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Mr. Zhang obtained a bachelor’s degree in economics and a master’s degree in business
administration from Xiamen University (JE [ X£) in July 1994 and December 2005, respectively.

Mr. Chen Gongrong (Biiit%%), aged 57, is an independent non-executive Director of the
Company. He is mainly responsible for supervising and offering independent advice and judgment to
the Board.

Mr. Chen successively served as a teaching assistant, lecturer and associate professor at Hunan
College of Finance and Economics* (Wi MA#8E0E) from July 1985 to December 1999, and has
successively served as an associate professor and professor in Hunan University since January 2000,
responsible for teaching accounting. Mr. Chen served as an independent director of several listed
companies, responsible for participating in the board decision-making, namely Vatti Co., Ltd.* (F#7 ik
H BT (a company listed on the Shenzhen Stock Exchange (stock code: 002035) and mainly
engaged in the research, manufacturing and sales of gas cookers, water heaters, range hoods, etc.) from
October 2007 to May 2013, Hunan Corun New Energy Co., Ltd.* (Wi F} /1 B as IR A FRA 7)) (a
company listed on the Shanghai Stock Exchange (stock code: 600478) and mainly engaged in the
research, manufacturing, development, production and sales of continuous strip of nickel foam and
relevant product series) from July 2008 to June 2014, Hunan Zhenghong Science and Technology
Development Co., Ltd.* (#1Fg EALRMHL BB AR/ A]) (a company listed on the Shenzhen Stock
Exchange (stock code: 000702) and mainly engaged in the research, manufacturing, production and
sales of various types of feeds) from March 2009 to March 2015 and Hunan Mendale Hometextile Co.,
Ltd.* (Wr 2B K4 A FR/AF]) (a company listed on the Shenzhen Stock Exchange (stock code:
002397) and mainly engaged in the research, development, design, production and sales of home
textiles) from August 2012 to August 2018.

Mr. Chen also currently serves as an independent director responsible for participating in the
board decision-making of several listed companies, namely China South Publishing & Media Group
Co., Ltd.* (" Eg th R AR B 7 A BR /2 7)) (a company listed on the Shanghai Stock Exchange (stock
code: 601098)) since September 2013, Friendship Apollo (a company listed on the Shenzhen Stock
Exchange (stock code: 002277)) since May 2015, Hunan Gold Corporation Limited* (#1558 & &b A
/> #]) (a company listed on the Shenzhen Stock Exchange (stock code: 002155)) since May 2015 and
Changlan Electric Technology Co., Ltd. (R#E LRHRMARR/AF) (a company listed on the
Shenzhen Stock Exchange (stock code: 002879) and mainly engaged in the research, development,
production and sales of power accessories, cable fittings and other auxiliary materials) since April
2019.

Mr. Chen obtained a bachelor’s degree in financial accounting from Hunan College of Finance
and Economics* (i1 5EEEFE) in June 1985 and a doctorate degree in accounting from Hunan
University (#FKE) in March 2010. Mr. Chen was also granted the title of professor by Hunan
Provincial Department of Personnel in May 2006.

Mr. Li Zhengnong (ZFIER), aged 56, is an independent non-executive Director of the
Company. He is mainly responsible for supervising and offering independent advice and judgment to
the Board.

Since February 2005, Mr. Li has served as a professor at the School of Civil Engineering of
Hunan University, mainly responsible for teaching and research as the director of the key laboratory
for building safety and energy efficiency education division.
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Mr. Li obtained a doctorate degree of science in structural engineering from Wuhan University
of Industry* (RETHKE) in July 1995. Mr. Li was also granted the title of professor by Zhejiang
Provincial Department of Personnel in October 2003.

Mr. Wong Kai Yan Thomas (Ef£ik), aged 48, is an independent non-executive Director of
the Company. He is mainly responsible for supervising and offering independent advice and judgment
to the Board.

Since March 2018, Mr. Wong has served as the managing director of the asset management
department of VPower Group International Holdings Limited (a company listed on the Hong Kong
Stock Exchange (stock code: 01608)), responsible for managing the fund investment, determining the
investment goals and developing and implementing the asset management plans and strategies.

Before joining the Group, from June 1995 to May 1997, Mr. Wong served as an auditor of
BDO; from July 1997 to January 2004, Mr. Wong served as the financial officer of Kong Sun Holdings
Limited (a company listed on the Hong Kong Stock Exchange (stock code: 00295) and mainly engaged
in investment business); from March 2004 to April 2008, Mr. Wong served as a consultant of Pioneer
International Enterprise Limited; from July 2008 to December 2017, Mr. Wong served as a joint
authorized representative and joint company secretary of CRRC Corporation Limited (a company
listed on the Hong Kong Stock Exchange (stock code: 01766) and mainly engaged in railway-
equipping business); from November 2015 to December 2017, Mr. Wong served as a director, a vice
president and the chief financial officer of CRRC (Hong Kong) Co., Limited (a company mainly
engaged in trade and investment business).

Mr. Wong obtained a bachelor’s degree of business in accounting from the University of
Wollongong in Australia in May 1995 and a master’s degree of science in investment analysis from the
Hong Kong University of Science and Technology in May 2011. Mr. Wong became a member of CPA
Australia in March 1999 and a member of Hong Kong Institute of Certified Public Accountants in July
1999.

Mr. Wong served as the director or supervisor of the companies set out in the table below
before their dissolution or deregistration:

Place of Date of dissolution/

Company name establishment Nature of business Position Status deregistration
Genesis Marketing Services Dissolved by

Limited Hong Kong  Service Director deregistration January 4, 2002
Halwon Investment Limited Dissolved by

(FEEBER R A T) Hong Kong  Investment Director striking off ~ November 23, 2001
Kong Sun Telecoms Limited Dissolved by

(Tl B R D) Hong Kong  Telecommunication Director —deregistration March 9, 2007
Nanjing CRRC Haida

Railway Service Co., Ltd.

(P T S T O RS A

MR w]) China Service Director Deregistered May 25, 2017
CRRC Shanghai Financial

Leasing Co., Ltd. (L

L A PR 7)) China Leasing Supervisor Deregistered December 18, 2018

Mr. Wong confirmed that the above companies were dissolved or deregistered due to business
termination and were solvent at the time of dissolution or deregistration and did not incur any debt and/

210



DIRECTORS, SUPERVISORS AND SENIOR MANAGEMENT

or liability due to the dissolution or deregistration, and the dissolution or deregistration had no adverse
impact on the Company.

SUPERVISORS
The following table sets out the key information of the Supervisors as of the Latest Practicable
Date:
Date of joining Date of appointment Roles and
Name % Position the Group as Supervisor responsibilities
Zhang Mingxin
(GRWIE) ... 41  Chairman of the April 30, 2006 February 19, Directing the work of
Supervisory 2014 the Supervisory
Committee and Committee and
non-employee coordinating
representative Supervisors to jointly
Supervisor supervise the
operating and
financial activities of
the Company
Li Gen (FM) ....... 34  Non-employee October 11,2010  December 15, Jointly supervising
representative 2018 the Company’s
Supervisor operational and
financial activities.
LiuJing (#5%) ...... 38 Employee October 15,2012  February 19, Jointly supervising
representative 2014 the Company’s
Supervisor operational and

financial activities.

Ms. Zhang Mingxin (%W &), whose former name was Zhang Mingxing (5&W /), aged 41, is
the chairman of the Supervisory Committee of the Company, responsible for directing the work of the
Supervisory Committee, coordinating Supervisors to jointly supervise the operating and financial
activities of the Company. Ms. Zhang is also the administrative director of the Company, responsible
for administration services of the Company. Ms. Zhang joined the Group at the time of the
incorporation of the Company in April 2006 and previously served as the secretary of the president’s
office, the head of personnel department of the supply chain division, a procurement engineer and the
director of the administrative services division of the Company successively.

Before joining the Group, Ms. Zhang successively served as an office director and cashier of
Changsha Wangcheng District Film Distribution and Screening Company* (4270117 5 3k [ 75 52 554 T e
/vH]) (a company mainly engaged in film distribution and screening business) from August 1996 to
September 2001 and was mainly responsible for capital management. She served as a data
management officer of Broad Lingmu from October 2001 to April 2006 and was mainly responsible
for data management.

Ms. Zhang graduated from China Central Radio and TV University* (4R E#EEHKE) in
April 2005, majoring in administration management.

Ms. Zhang served as a supervisor of Changsha High-tech Development Zone Oak Tree
Planation Investment Management Co., Ltd. *(1= 1077 BA %5 [ ASAS AL [ £ & B FA BR A H]), a company
incorporated in China principally engaged in investment before its deregistration on March 14, 2014.
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Ms. Zhang confirmed that the above company was deregistered due to business termination and was
solvent at the time of deregistration and did not incur any debt and/or liability due to the deregistration,
and the deregistration had no adverse impact on the Company.

Mr. Li Gen (Z#), aged 34, is a non-employee representative Supervisor, responsible for the
joint supervision of the Company’s operational and financial activities. Mr. Li is also the manager of
the capital center of the Company, responsible for the capital-operational work of the Company. Mr. Li
joined the Group in October 2010 and previously served as a financing manager of the strategy
research office and a manager of the capital operation department successively.

Before joining the Group, Mr. Li served as an investment manager in Changsha Wanjiali Road
Branch of Zhongtai Securities Company Limited* (1148 &% 5 A R/ 7]) (a company mainly engaged
in securities business) from March to September 2010, and was mainly responsible for security
investment.

Mr. Li obtained a bachelor’s degree in measuring and control technology and instruments from
Central South University ('FK%%) in June 2007 and a master’s degree in business administration
from Central South University (*'Fi K %2) in December 2009.

Ms. Liu Jing (¥3t), aged 38, is an employee representative Supervisor, responsible for the
joint supervision of the Company’s operational and financial activities. Ms. Liu Jing is also the
branding director of the Company, responsible for the coordination of brand development and
implementation of promotion projects of the Group. Ms. Liu Jing joined the Group in October 2012,
and she has been serving as the branding director of the Company since then.

Before joining the Group, Ms. Liu Jing served as the assistant to the chairman of Hunan Future
Investment Group Co., Ltd.* (1R KRB EEE AR AF) (a company mainly engaged in real estate
development and investment) from November 2007 to September 2012 and was mainly responsible for
assisting the chairman on day-to-day operational work.

Ms. Liu Jing obtained a bachelor’s degree of arts from Xiangtan University (#¥% K£2) in
June 2003, majoring in English.

SENIOR MANAGEMENT

The senior management of the Company consists of Chairman Zhang, Ms. Tang Fen, Ms. Shi
Donghong, Mr. Zhang Kexiang and Mr. Tan Xinming. For their biographical details, please see “—
Directors” above.

Save as disclosed in this prospectus, none of the Directors and Supervisors has been a director
of any public company the securities of which are listed on any securities market in Hong Kong or
overseas in the three years immediately preceding the Latest Practicable Date.

As of the Latest Practicable Date, save as disclosed in this prospectus:

(1) none of the Directors had any interests in any business, which competes or is likely to
compete, either directly or indirectly with our business;

(ii)) none of the Directors and Supervisors was related to any other Directors or Supervisors;
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(ii1) none of the Directors and Supervisors held any interest in the Shares which would be
required to be disclosed pursuant to Part XV of the Securities and Futures Ordinance; and

(iv) there was no additional matter with respect to the appointment of the Directors or
Supervisors that needs to be brought to the attention of the Shareholders, and there is no
additional information relating to the Directors or Supervisors that is required to be
disclosed pursuant to Rule 13.51(2) of the Hong Kong Listing Rules.

COMPANY SECRETARY

Ms. Shi Donghong is the company secretary of the Company. Please refer to the section headed
“—Directors” above for her biographical details.

Ms. Leung Suet Wing (£235H) is the joint company secretary of the Company. Ms. Leung is an
assistant manager of TMF Hong Kong Limited, which is a corporate secretarial services provider.
From June 2011 to June 2013, Ms. Leung had successively served as an associate and the officer of
corporate services department of Tricor Services Limited.

Ms. Leung has extensive knowledge and experience in the fields of corporate governance,
regulation and compliance of listed companies, and has accumulated and possesses more than eight
years of experience in professional company secretarial industry. Ms. Leung is currently serving as a
joint company secretary of several companies listed on the Hong Kong Stock Exchange.

Ms. Leung obtained a master’s degree in accounting and corporate governance from City
University of Hong Kong in July 2016, and became a member of The Hong Kong Institute of
Chartered Secretaries and the Institute of Chartered Secretaries and Administrators in the United
Kingdom respectively in December 2016.

BOARD COMMITTEES

We have established four Board committees, namely the Strategy Committee, the Audit
Committee, the Nomination Committee and the Remuneration and Appraisal Committee.

Strategy Committee

The Strategy Committee consists of three Directors, namely, Mr. Zhang Jian, Ms. Tang Fen and
Ms. Shi Donghong. Mr. Zhang Jian currently serves as the chairman of the Strategy Committee.

The main responsibilities of the Strategy Committee include:

(1) conducting research into the strategic development plan of the Company and making
recommendations thereof;

(i) conducting research into the material investment and finance plans which are subject to
the approval of the Board under the Articles of Association and making recommendations
thereof;

(iii) conducting research into the material capital operations and assets operating projects
which are subject to the approval of the Board under the Articles of Association and
making recommendations thereof;

(iv) conducting research into other material businesses which may influence the development
of the Company and making recommendations thereof;
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(v) reviewing the implementation of the abovementioned businesses;

(vi) other matters authorized by the Board.

Audit Committee

The Audit Committee consists of three Directors, namely, Mr. Chen Gongrong, Mr. Li
Zhengnong and Mr. Wong Kai Yan Thomas. Mr. Chen Gongrong currently serves as the chairman of
the Audit Committee.

The main responsibilities of the Audit Committee include:

(i) proposing the appointment, re-appointment or removal of the external auditor, and making
recommendations to the Board and approving the remuneration and terms of engagement
of the external auditor;

(i) reviewing and monitoring the independence and objectivity of the external auditor and the
effectiveness of the audit process, discussing the nature, scope, method and relevant
reporting obligation of the audit with the auditor before the audit commences, formulating
and implementing policies on engaging the external auditors to provide non-audit services;

(iil) monitoring the authenticity, accuracy and completeness of the financial statements of the
Company and the Company’s annual report and accounts, half-year report and quarterly
reports (if any) and reviewing the material opinion on the financial reports contained in the
statement and reports;

(iv) reviewing the Company’s systems of financial control, internal control and risk
management, discussing the risk management system and the internal control system with
the management to ensure that the management has performed its duty to establish
effective risk management and internal control systems;

(v) being responsible for the communication between the internal auditing department and the
external auditor, acting as the key representative between the Company and the external
auditor, and being responsible for monitoring the relationship between them;

(vi) being responsible for the confirmation of the list of connected persons, overall review of
connected transactions and regular review of the overall situation of the Company’s
connected transactions; and

(vii) other matters authorized by the Board or required by relevant laws and regulations.

Nomination Committee

The Nomination Committee consists of three Directors, namely Chairman Zhang, Mr. Chen
Gongrong and Mr. Li Zhengnong. Chairman Zhang currently serves as the chairman of the Nomination
Committee.

The main responsibilities of the Nomination Committee include:

(i) establishing standards, procedures and methods for the selection of Directors and senior
management of the Company and submitting the same to the Board for deliberation;

(i) reviewing the structure, size, composition and relevant qualities (including skill,
knowledge and experience) of the Board at least annually, and making recommendations
on any proposed changes to the Board to complement the Company’s corporate strategy;
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(ii1) identifying qualified candidates of Board members, examining and proposing candidates
of Directors, president, secretary to the Board and other members of the management;

(iv) evaluating the overall skill, expertise and experience of Directors and senior management
and assessing the independence of the independent non-executive Directors;

(v) reviewing the policy on Board diversity and any measurable objectives for implementing
such policy as may be adopted by the Board from time to time and reviewing the progress
on achieving the objectives; and

(vi) other matters authorized by the Board or required by relevant laws and regulations.

Remuneration and Appraisal Committee

The Remuneration and Appraisal Committee consists of three Directors, namely Chairman
Zhang, Mr. Li Zhengnong and Mr. Chen Gongrong. Mr. Li Zhengnong currently serves as the
chairman of the Remuneration and Appraisal Committee.

The main responsibilities of the Remuneration and Appraisal Committee include:

(i) making recommendations to the Board on the Company’s policy and structure for all
Directors’ and senior management’s remuneration and on formulating a formal and
transparent procedure for developing remuneration policy;

(ii) determining the specific remuneration for all executive Directors and senior management,
including benefits in kind, pension rights and compensation payments (including any
compensation payable for loss or termination of their office or appointment), and
proposing to the Board with respect to the remuneration of the non-executive Directors;

(iii) formulating management measures on the performance evaluation of senior management
of the Company, making evaluation plans and determine evaluation objectives;

(iv) reviewing the performance by the Directors and senior management of their
responsibilities and conducting an annual evaluation on their performance;

(v) making recommendations to the Board on policies of and plans on the salary, benefits,
rewards and punishments of the Company, and monitoring the implementation thereof;
and

(vi) other matters authorized by the Board or required by relevant laws and regulations.

REMUNERATION OF DIRECTORS AND SUPERVISORS

The Directors and Supervisors who receive remuneration from the Company are paid in forms
of salaries, allowances, discretionary bonuses and other benefits in kind. The remuneration of the
Directors and Supervisors is determined with reference to the market benchmark of the same industry
and the operation conditions of the Company.
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The table below sets out the total remuneration paid to the Directors, Supervisors and the five
highest paid individuals (including certain Directors) for each of the years ended December 31, 2016,
2017 and 2018 and the four months ended April 30, 2019.

Year ended December 31, Four months ended

2016 2017 2018 April 30,2019
(RMB million) (RMB million) (RMB million) (RMB million)
Directors .......... 8.94 9.29 10.56 5.50
Supervisors . ....... 0.32 0.29 0.39 0.30
Five highest paid
individuals ...... 10.27 10.47 11.40 6.14

Under the arrangement currently in force, the Company estimates that the total fixed
remuneration (before tax) payable to the Directors and Supervisors for the year ending December 31,
2019 is approximately RMB17.4 million.

During the Track Record Period, no fees were paid by the Company to any of the Directors,
Supervisors or the five highest paid individuals as an inducement to join us or as compensation for loss
of office. None of the Directors or Supervisors waived their remuneration during the Track Record
Period.

For details of our share incentives, please refer to the section headed “History and
Development” and Note 29 “Equity settled share-based transactions” under “Appendix [—
Accountants’ Report”.

COMPLIANCE ADVISER

We have appointed Anglo Chinese Corporate Finance, Limited as our compliance adviser in
compliance with Rules 3A.19 and 19A.05(2) of the Hong Kong Listing Rules. The material terms of
the compliance adviser’s agreement are as follows:

(i) Anglo Chinese Corporate Finance, Limited shall act as our compliance adviser for the
purpose of Rules 3A.19 and 19A.05 of the Hong Kong Listing Rules for a period
commencing on the Listing Date and ending on the date when the Company publishes its
financial results for the first full financial year commencing after the Listing Date in
accordance with Rule 13.46 of the Hong Kong Listing Rules, or until the agreement is
terminated, whichever is earlier;

(i1) the compliance adviser will provide us with certain services, including but not limited to
proper guidance and advice as to compliance with the requirements under the Hong Kong
Listing Rules and applicable laws, regulations and rules;

(iii) the compliance adviser will, as soon as reasonably practicable, inform us of any
amendment or supplement to the Hong Kong Listing Rules announced by the Hong Kong
Stock Exchange from time to time, and of any amendment or supplement to the applicable
laws, regulations and rules; and

(iv) the compliance adviser will act as one of the channels of communication of the Company
with the Hong Kong Stock Exchange.
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SHARE CAPITAL
Immediately before the Global Offering

As at the Latest Practicable Date, the registered share capital of the Company was
RMB365,604,000, comprising 365,604,000 Domestic Shares with a nominal value of RMB1.00 each.

Upon completion of the Global Offering

Immediately after completion of the Global Offering and assuming that the Over-allotment
Option is not exercised, the share capital of the Company will be as follows:
Approximate % of the

enlarged issued share capital
after completion of the

Description of Shares Number of Shares Global Offering
Domestic Shares . ....................... 365,604,000 75.00%
H Shares to be issued pursuant to the Global

Offering .......... ... oo, 121,868,000 25.00%
Total ........ ... ... ... ... .. ... 487,472,000 100%

Immediately after completion of the Global Offering and assuming that the Over-allotment
Option is fully exercised, the share capital of the Company will be as follows:
Approximate % of the

enlarged issued share capital
after completion of the

Description of Shares Number of Shares Global Offering
Domestic Shares . . ...................... 365,604,000 72.29%
H Shares to be issued pursuant to the Global

Offering ........ ... .. ... ... ...... 140,148,200 27.71%
Total ............... ... ... ... . ....... 505,752,200 100%

CLASS OF SHARES

Upon completion of the Global Offering, the Shares will consist of Domestic Shares and H
Shares. Domestic Shares and H Shares are all ordinary Shares in the share capital of the Company.
Apart from certain qualified domestic institutional investors in the PRC, the qualified PRC investors
under the Shanghai-Hong Kong Stock Connect and the Shenzhen-Hong Kong Stock Connect and other
persons who are entitled to hold our H Shares pursuant to relevant PRC laws and regulations or upon
approvals of any competent authorities, H Shares generally cannot be subscribed for by or traded
between legal or natural PRC persons. Domestic Shares can only be subscribed for by and traded
between legal or natural PRC persons, qualified foreign institutional investors and foreign strategic
investors.

Domestic Shares and H Shares are regarded as different classes of Shares. The differences
between the two classes of Shares, provisions on class rights, despatch of notices and financial reports
to Shareholders, dispute resolution, registration of Shares on different registers of members, the
procedure of transfer of Shares and appointment of dividend receiving agents as contained in the
Articles of Association are summarized in the section headed “Appendix VII—Summary of the
Articles of Association.”

Furthermore, any change or abrogation of the rights of class Shareholders shall be approved by
way of a special resolution at the general meeting of Shareholders and a separate class meeting of class
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Shareholders convened by the affected class of Shareholders. The circumstances under which a general
meeting and/or a class meeting is required are summarized in the section headed “Appendix VII—
Summary of the Articles of Association.” However, the approval of separate classes of Shareholders is
not required under the following circumstances:

(i) an issue of Domestic Shares or H Shares of not more than 20% of existing Domestic
Shares or H Shares, respectively, either separately or concurrently in a period of 12
months, pursuant to an approval by a special resolution at the general meeting;

(i) a proposal to issue Domestic Shares and H Shares of the Company upon its establishment
pursuant to the approval of the securities regulatory authority under the State Council,
provided that such proposal is carried out within 15 months after such approval is given;
or

(ii1) the conversion of Domestic Shares by Shareholders to shares listed on an overseas stock
exchange pursuant to the approval by the securities regulatory authority under the State
Council.

Save as described in this prospectus, Domestic Shares and H Shares shall rank pari passu with
each other in all other respects and, in particular, will rank equally for dividends or distributions
declared, paid or made. All dividends for H Shares will be paid in Hong Kong dollars or in the form of
additional H Shares whereas all dividends for Domestic Shares will be paid in Renminbi.

CONVERSION OF DOMESTIC SHARES INTO H SHARES

If any of the Domestic Shares are to be converted, listed and traded as H Shares on the Hong
Kong Stock Exchange, such conversion, listing and trading will need the approval of the relevant PRC
regulatory authorities, including the CSRC, and the approval of the Hong Kong Stock Exchange.

No shareholder voting by class is required for the listing and trading of the converted shares on
an overseas stock exchange. As confirmed by our PRC Legal Advisers, the Articles of Association are
not inconsistent with the relevant PRC laws and regulations on the conversion of domestic shares.

Following the grant of relevant approvals, the holder of Domestic Shares shall submit an
application to us to deregister the Domestic Shares to be converted from the register of members of
Domestic Shares, together with the relevant document(s) of title. Upon all the requisite approvals being
obtained, we will instruct the H Share Registrar to issue certificate(s) of such number of H Shares to
the relevant holders of H Shares. Registration on our register of members of H Shares will be on the
condition that (i) our H Share Registrar lodging with the Hong Kong Stock Exchange a letter
confirming the proper entry of the relevant H Shares on the register of members of H Shares and the
due despatch of H Share certificates, and (ii) the admission of the H Shares to trade on the Hong Kong
Stock Exchange will comply with the Hong Kong Listing Rules and the General Rules of CCASS and
the CCASS Operational Procedures in force from time to time. The converted Shares will not be listed
as H Shares until they are registered on our register of members of H Shares.

As a result of the conversion, the shareholding of the relevant holder of Domestic Shares in our
Domestic Share capital registered shall be reduced by the number of Domestic Shares converted and
the number of H Shares shall be increased by the number of converted H Shares. As of the Latest
Practicable Date, the Directors were not aware of any intention of any holder of Domestic Shares to
convert all or part of their Domestic Shares into H Shares.
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TRANSFER OF SHARES ISSUED PRIOR TO THE GLOBAL OFFERING

The Company Law provides that in relation to the Hong Kong Public Offering of a company,
the shares issued by that company prior to the Hong Kong Public Offering shall not be transferred for a
period of one year from the date on which the publicly offered shares are traded on any stock
exchange.

Accordingly, Shares issued by our Company prior to the Listing Date shall be subject to this
statutory restriction and shall not be transferred for a period of one year from the Listing Date.

REGISTRATION OF SHARES NOT LISTED ON AN OVERSEAS STOCK EXCHANGE

According to the Notice of Centralized Registration and Deposit of Non-overseas Listed Shares
of Companies Listed on an Overseas Stock Exchange ( Bt 5esh i/ @l JEBE 4 b1 4y 48 Fh B 70 A7
EARBEERMEA) ) issued by the CSRC, the Company is required to register the Domestic Shares
with the China Securities Depository and Clearing Corporation Limited within 15 business days upon
Listing and provide a written report to the CSRC regarding the centralized registration and deposit of
the Domestic Shares as well as the offering and listing of the H Shares.
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As at the Latest Practicable Date, the following persons, directly or indirectly, interested or

were deemed to be interested in, 5% or more of our share capital:

Approximate
percentage of
Name of the Shareholder Nature of interest Class of Shares Number of Shares  shareholding
Chairman Zhang .............. Beneficial owner Domestic Shares 171,507,840 46.91%
Interest held by Domestic Shares 101,912,160 27.88%
controlled
corporationshore !
Total: 273,420,000 74.79%
Broad Lingmu ................ Beneficial owner Domestic Shares 66,176,160 18.10%
Interest held by Domestic Shares 17,136,000 4.69%
controlled
corporationshore /
Total: 83,312,160 22.79%
Yuanzhi Fuhai ................ Beneficial owner Domestic Shares 25,404,000 6.95%
Shenzhen Yuanzhi Fuhai Interest held by Domestic Shares 25,404,000 6.95%
Investment Management controlled
Limited* (YT EEHHRE  corporationsiore 2
TIARAR) ...
Shenzhen Yuanzhi Investment Interest held by Domestic Shares 25,404,000 6.95%
Limited* (FYITHEBEEAR  controlling
WHED) corporationshore 2
Shenzhen Jiahe Investment Interest held by Domestic Shares 25,404,000 6.95%
Management Partnership controlled
(Limited Partnership)* (¥ corporationsNore 2
HREE M
CHRRE®) ) ...
Shenzhen Yuanzhi Fuhai Merger  Interest held by Domestic Shares 25,404,000 6.95%
Acquisition Investment Fund controlled
Partnership (Limited corporationsre 2
Partnership)* (Gl =
IR EEE M A (AR
BB )
Mr. Zhang Quanxun Interest held by Domestic Shares 25,404,000 6.95%
CIRAESE) ... controlled
corporationshNore 2
Mr. Cheng Houbo Interest held by Domestic Shares 25,404,000 6.95%
(RIERD o controlled
corporations™ore 2
Daxin Investment ............. TrusteeNore 3 Domestic Shares 18,600,000 5.09%

Notes:

1

2

Broad Lingmu directly holds 66,176,160 Domestic Shares, Daxin Investment directly holds 18,600,000 Domestic Shares, Dazheng
Investment directly holds 12,000,000 Domestic Shares, and Fuyang Shangjiu directly holds 5,136,000 Domestic Shares. Broad Lingmu
is wholly owned by Chairman Zhang. Chairman Zhang is the general partner of Daxin Investment and holds 66% partnership interest in
Daxin Investment. Chairman Zhang directly holds 0.3% interest and indirectly holds 70.9% interest (through Broad Lingmu) in Dazheng
Investment. Chairman Zhang indirectly holds approximately 99.33% partnership interest (through Broad Lingmu) in Fuyang Shangjiu.
Therefore, Chairman Zhang is deemed to be interested in the Domestic Shares held by Broad Lingmu, Daxin Investment, Dazheng
Investment and Fuyang Shangjiu, and Broad Lingmu is deemed to be interested in the Domestic Shares held by Dazheng Investment and
Fuyang Shangjiu, for the purpose of Part XV of the SFO.

The general partners of Yuanzhi Fuhai are Shenzhen Yuanzhi Fuhai Investment Management Limited* (31174 34 & 1% & EPEA R 2%
7)) and Shenzhen Jiahe Investment Management Partnership (Limited Partnership)* ((FINEGREEHEFE (HIREE) ). Shenzhen
Yuanzhi Fuhai Investment Management Limited* (IFH1li%E & %1 & E A RL F]) is ultimately controlled by Shenzhen SASAC
through Shenzhen Yuanzhi Investment Limited* (IFifi#E G HRL F]); and Shenzhen Jiahe Investment Management Partnership
(Limited Partnership)* (IFIFGZREEHEFE (GRAHE) ) is ultimately controlled by Mr. Zhang Quanxun (RFEE) (our non-
executive Director) and Mr. Cheng Houbo (F2/Z1%). The limited partner of Yuanzhi Fuhai holding over one third of partnership interest
in Yuanzhi Fuhai is Shenzhen Yuanzhi Fuhai Merger Acquisition Investment Fund Partnership (Limited Partnership)* (9% 2 &5 (F
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TR EH# B EFE (HRAEF) ), which is also ultimately controlled by Shenzhen SASAC through Shenzhen Yuanzhi Investment
Limited* (I H R EHRLFA]). Each of Shenzhen Yuanzhi Fuhai Investment Management Limited™ (YT # & 1% B & H R
2 7), Shenzhen Yuanzhi Investment Limited* (IR 74 2 1% &4 R4 7)), Shenzhen Jiahe Investment Management Partnership (Limited
Partnership)* (FINEG REEFEFE (HREHE) ), Shenzhen Yuanzhi Fuhai Merger Acquisition Investment Fund Partnership (Limited
Partnership)* (9N G5 HER EREHBIFE (AREH) ), Mr. Zhang Quanxun (RH#H) and Mr. Cheng Houbo (FE/Z1#) is
deemed to be interested in the Domestic Shares held by Yuanzhi Fuhai for the purpose of Part XV of the SFO. Save as disclosed herein,
so far as the Company is aware, Mr. Cheng Houbo (F2/Z1%) does not have any other direct or indirect relationship with our Group and/

or the Directors.

(3) Daxin Investment is an employee stock ownership platform of the Company. For details, please refer to the section headed “History and
Development—Equity incentives in our history.”

(4) The Shares referred to in this table are all long positions.

To the best of the Directors’ knowledge and information, the following persons will,
immediately following completion of the Global Offering (assuming that the Over-allotment Option is
not exercised), have interests or short positions in the Shares or underlying Shares which would be
required to be disclosed to us and the Hong Kong Stock Exchange pursuant to Divisions 2 and 3 of

Part XV of the SFO:

Approximate
Approximate percentage of
percentage of shareholding
shareholding in in the total
the relevant share
Nature of Number of class of capital of the
Name of the Shareholder interest Class of Shares Shares Shares Company™ore !
Chairman Zhang ........ Beneficial owner Domestic Shares 171,507,840 46.91% 35.18%
Interest held by Domestic Shares 101,912,160 27.88% 20.91%
controlled
corporations™Nore 2
Total: 273,420,000 74.79% 56.09%
Broad Lingmu .......... Beneficial owner Domestic Shares 66,176,160 18.10% 13.58%
Interest held by Domestic Shares 17,136,000 4.69% 3.52%
controlled
corporations™Nore 2
Total: 83,312,160 22.79% 17.09%
Yuanzhi Fuhai . ......... Beneficial owner Domestic Shares 25,404,000 6.95% 5.21%
Shenzhen Yuanzhi Fuhai Interest held by Domestic Shares 25,404,000 6.95% 5.21%
Investment Management controlled
Limited* (FYITHEEE  corporationshore 3
BIREE R A BRAT)
Shenzhen Yuanzhi Interest held by Domestic Shares 25,404,000 6.95% 5.21%
Investment Limited* (%%  controlling
YIS E AR AT) . corporationsiore 3
Shenzhen Jiahe Investment Interest held by Domestic Shares 25,404,000 6.95% 5.21%
Management controlled
Partnership (Limited corporationshore 3
Partnership)* (GYIES
BEEHAE RS
B) ) oo
Shenzhen Yuanzhi Fuhai Interest held by Domestic Shares 25,404,000 6.95% 5.21%
Merger Acquisition controlled
Investment Fund corporationshore 3

Partnership (Limited

Partnership)* (%317 5K
HiFFERERE YA
¥k (HRE®) )
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Approximate
Approximate percentage of
percentage of shareholding
shareholding in in the total
the relevant share
Nature of Number of class of capital of the
Name of the Shareholder interest Class of Shares Shares Shares Company™ere !
Mr. Zhang Quanxun Interest held by Domestic Shares 25,404,000 6.95% 5.21%
(GRAER) ......... ..., controlled
corporationshote 3
Mr. Cheng Houbo Interest held by Domestic Shares 25,404,000 6.95% 5.21%
(BREHD) ... controlled
corporationshore 3
Daxin Investment ........ TrusteeNore 4 Domestic Shares 18,600,000 5.09% 3.82%
Zoomlion International Beneficial owner H Shares 21,027,600 17.25% 4.31%
Trading (H.K.) Co.,
Limited more5 ... ...
Zoomlion Heavy Industry Interest held by H Shares 21,027,600 17.25% 4.31%
Science and Technology  controlled
Co., Ltd.* corporations
(P ERR A RA
F)moteS L.
Changsha Changtou Beneficial owner H Shares 20,026,500 16.43% 4.11%
Industry Investment Co.,
Ltd.*
(R R R EAH R
ONT ) motes
Changsha Industry Interest held by H Shares 20,026,500 16.43% 4.11%
Investment Co., Ltd.* controlled
(RO EELCEEMAM  corporations
ONTE ) moteS
Notes:
(1) The calculation is based on the total number of 487,472,000 Shares in issue immediately following completion of the Global Offering

(2

3)

“
(%)

(assuming that the Over-allotment Option is not exercised).

Broad Lingmu directly holds 66,176,160 Domestic Shares, Daxin Investment directly holds 18,600,000 Domestic Shares, Dazheng
Investment directly holds 12,000,000 Domestic Shares, and Fuyang Shangjiu directly holds 5,136,000 Domestic Shares. Broad Lingmu
is wholly owned by Chairman Zhang. Chairman Zhang is the general partner of Daxin Investment and holds 66% partnership interest in
Daxin Investment. Chairman Zhang directly holds 0.3% interest and indirectly holds 70.9% interest (through Broad Lingmu) in Dazheng
Investment. Chairman Zhang indirectly holds approximately 99.33% partnership interest (through Broad Lingmu) in Fuyang Shangjiu.
Therefore, Chairman Zhang is deemed to be interested in the Domestic Shares held by Broad Lingmu, Daxin Investment, Dazheng
Investment and Fuyang Shangjiu, and Broad Lingmu is deemed to be interested in the Domestic Shares held by Dazheng Investment and
Fuyang Shangjiu, for the purpose of Part XV of the SFO.

The general partners of Yuanzhi Fuhai are Shenzhen Yuanzhi Fuhai Investment Management Limited* ((F9I[ifi## 3 & 1% & B PEA IR 2%
) and Shenzhen Jiahe Investment Management Partnership (Limited Partnership)* (IFIIEA G EFELEF (4 RE#) ). Shenzhen
Yuanzhi Fuhai Investment Management Limited* (Il E & 51 B E PEARL F]) is ultimately controlled by Shenzhen SASAC
through Shenzhen Yuanzhi Investment Limited* (IR £ G A RA 7]); and Shenzhen Jiahe Investment Management Partnership
(Limited Partnership)* (IFI#H R EEFEEFE (GRAEH) ) is ultimately controlled by Mr. Zhang Quanxun (RHEE) (our non-
executive Director) and Mr. Cheng Houbo (F£/Z1%). The limited partner of Yuanzhi Fuhai holding over one third of partnership interest
in Yuanzhi Fuhai is Shenzhen Yuanzhi Fuhai Merger Acquisition Investment Fund Partnership (Limited Partnership)* (9% 2 & v pf
IR E RS HEBEF (HREE) ), which is also ultimately controlled by Shenzhen SASAC through Shenzhen Yuanzhi Investment
Limited* (i 31 G HR2 7). Each of Shenzhen Yuanzhi Fuhai Investment Management Limited* (I il7 # 20 & 1 & B EFEA IR
2\ 7)), Shenzhen Yuanzhi Investment Limited* (YT #E 1% G4 B2\ ), Shenzhen Jiahe Investment Management Partnership (Limited
Partnership)* (IFIIEG R EGEFLF (HRE#) ), Shenzhen Yuanzhi Fuhai Merger Acquisition Investment Fund Partnership (Limited
Partnership)* (IFINEZF IR R HBIFE (FRGE) ), Mr. Zhang Quanxun (KH#H) and Mr. Cheng Houbo (F2/Z1H) is
deemed to be interested in the Domestic Shares held by Yuanzhi Fuhai for the purpose of Part XV of the SFO.

Daxin Investment is an employee stock ownership platform of the Company. For details, please refer to the section headed “History and
Development—Equity incentives in our history.”

Zoomlion International Trading (H.K.) Co., Limited is a cornerstone investor of the Company, which agreed to subscribe for the
H Shares in amount of RMB210.00 million at the Offer Price in the International Offering. Based on the Offer Price of HK$11.08 per
Offer Share, being the mid-point of the range of the Offer Price set out in this prospectus, the total number of H Shares to be subscribed

for by Zoomlion International Trading (H.K.) Co., Limited is 21,027,600 (rounded down to the nearest whole board lot of 300 H Shares).

As Zoomlion Heavy Industry Science and Technology Co., Ltd.* ("' #i EFRHH R 7)) (a listed company in Hong Kong and Shanghai)
holds 100% interest in Zoomlion International Trading (H.K.) Co., Limited, Zoomlion Heavy Industry Science and Technology Co.,
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Lid.* ("1 HFRGFRZA]) is deemed to be interested in the H Shares to be held by Zoomlion International Trading (H.K.) Co.,
Limited upon completion of its cornerstone investment for the purpose of Part XV of the SFO.

(6) Changsha Changtou Industry Investment Co., Ltd.* (RiliR14mE ¥ EH ML F]) is a cornerstone investor of the Company, which
agreed to subscribe for the H Shares in amount of RMB200.00 million at the Offer Price in the International Offering. Based on the
Offer Price of HK$11.08 per Offer Share, being the mid-point of the range of the Offer Price set out in this prospectus, the total number
of H Shares to be subscribed for by Changsha Changtou Industry Investment Co., Ltd.* (R TR EFZEHRLF]) is 20,026,500
(rounded down to the nearest whole board lot of 300 H Shares). As Changsha Industry Investment Co., Ltd.* ({10171 ¥ 1E G5 B R 2
7)) (a state-owned enterprise) holds 100% interest in Changsha Changtou Industry Investment Co., Ltd.* ({RIWTTR1%E #E KR EH R A
), Changsha Industry Investment Co., Ltd.* (RibilimE ¥ EHE B RL ) is deemed to be interested in the H Shares to be held by

Changsha Changtou Industry Investment Co., Ltd.* (10l 14E ¥1¢ B R 2\ 7)) upon completion of its cornerstone investment for the
purpose of Part XV of the SFO.

(7) The Shares referred to in this table are all long positions.

Save as disclosed in this prospectus, the Directors are not aware of any person who will,
immediately following completion of the Global Offering (and the offering of any additional H Shares
pursuant to the Over-allotment Option), have an interest or short position in the Shares or underlying
Shares which would be required to be disclosed to the Company and the Hong Kong Stock Exchange
under Divisions 2 and 3 of Part XV of the SFO or will, directly or indirectly, be interested in 10% or
more of the nominal value of any class of share capital carrying rights to vote in all circumstances at
any general meeting of the Company.

223
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OVERVIEW

As at the Latest Practicable Date, Chairman Zhang, our chairman and founder, directly
controlled approximately 46.91% of our share capital, and indirectly controlled approximately 27.88%
of our share capital through Broad Lingmu (a company wholly owned by Chairman Zhang), Daxin
Investment (a limited partnership whose general partner is Chairman Zhang, holding 66% partnership
interest in it), Dazheng Investment (a company owned as to 71.20% by Chairman Zhang, directly and
indirectly) and Fuyang Shangjiu (a limited partnership whose limited partner is Broad Lingmu, holding
approximately 99.33% partnership interest in it), respectively. Accordingly, Chairman Zhang, directly
and indirectly controlled approximately 74.79% of our total issued share capital as at the Latest
Practicable Date.

Immediately following the completion of the Global Offering, Chairman Zhang, will, directly
and indirectly, control approximately 56.09% of our share capital, assuming that no Over-allotment
Option is exercised.

As such, Chairman Zhang and the entities controlled by him, namely Broad Lingmu, Dazheng
Investment, Daxin Investment and Fuyang Shangjiu, are and will continue to be the Controlling
Shareholders of the Company.

DELINEATION OF BUSINESS
Our Business

We are principally engaged in the business of PC unit manufacturing, PC equipment
manufacturing and construction contracting. For further details of our business, please refer to the
section headed “Business”.

Controlling Shareholders’ Business

Chairman Zhang, apart from his interests in our Group, has also been engaged in the following
business through his close associates (including Broad Lingmu and its subsidiaries): (i) property
development, management and leasing; (ii) hotel management and services; (iii) business investment,
equity investment and investment consultation; and (iv) research, development and technical support
services of educational technology. Daxin Investment and Dazheng Investment are the Company’s
employee stock ownership platforms, and have not been engaged in other business apart from their
interests in our Group.

Chairman Zhang and his close associates (including other Controlling Shareholders) are not
engaged in businesses in China which are similar to the principal business of our Group. Therefore, the
Directors are of the view that there is a clear delineation between the businesses operated by our
Controlling Shareholders and our Group.

Each of the Directors of the Company (including Chairman Zhang) confirms that as at the
Latest Practicable Date, he did not have any interest in a business which competes with, or is likely to
compete with, our principal business, whether directly or indirectly, which would otherwise require
disclosure to be made under Rule 8.10 of the Hong Kong Listing Rules.

NON-COMPETITION AGREEMENT AND UNDERTAKINGS

Chairman Zhang, Ms. Liu (the “Covenantors” and each a “Covenantor”) and the Company
have entered into a non-competition agreement dated October 11, 2019 in favor of our Company (the
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“Non-competition Agreement”), pursuant to which, with effect from the date of entering into the
Non-competition Agreement and ending on the earlier of: (a) the date on which the Covenant ceases to
be a Controlling Shareholder; and (b) the date on which the H Shares cease to be listed on the Hong
Kong Stock Exchange, each of the Covenantors has irrevocably and unconditionally undertaken to and
for the benefit of the Company (for itself and on behalf of each other member of the Group) that:

(a) each of the Covenantors shall not, either alone or jointly with any other person or entity, or
for any other person, firm or company, or as principal, partner, director (other than an
independent non-executive director), employee, consultant or agent through any body
corporate, partnership, joint venture or other contractual arrangement, invest in or be
engaged, or otherwise involved, whether as a shareholder, director (other than an
independent non-executive director), employee, partner, agent or otherwise, directly or
indirectly, in the carrying on of, any business in any form or manner that is in competition
or is likely to be in competition, directly or indirectly, with the principal businesses
operated by our Group as of the agreement date (the “Restricted Businesses”);

(b) the Covenantors further generally and jointly undertakes that if they become aware of any
business opportunity (“Business Opportunity”) offered to their close associates which
directly or indirectly competes, or may lead to competition, with the Restricted
Businesses, they should notify our Group of such Business Opportunity as soon as
practicable;

(c) each of the Covenantors is obliged to use his best effort to procure that such Business
Opportunity is first offered to our Group upon terms which are fair and reasonable. The
Board shall inform the respective Covenantor in writing whether our Group intends to take
up such Business Opportunity within 15 business days after being notified. It is only after
the Board has either expressly declined such Business Opportunity, or if the
15-business-day period has lapsed and the Board has not notified the respective
Covenantor of our Group’s intention to take up such Business Opportunity, that the
respective Covenantor or his close associates may then pursue such opportunity, provided
that the principal terms of which the respective Covenantor or his close associates invest
or participate in the Business Opportunity are not more favorable to it than those made
available to the Company and such terms shall be fully and timely disclosed to the
Company prior to consummation of such declined Business Opportunity;

(d) if either of the Covenantors takes up the Business Opportunity after the Group decides to
decline it, the respective Covenantor will grant an option to the Company to purchase the
business at an appropriate time. If either of the Covenantors intends to sell his interests in
the business arising from the Business Opportunity after it is taken by him, he will inform
the Company of the conditions and grant the right of first refusal to the Company. The
respective Covenantor shall also provide the information of the Business Opportunity to
the Company so that the Company may refer to such information for deciding on whether
to exercise the option to purchase the business or the right of first refusal; and

(e) each of the Covenantors shall use his best endeavor to procure his close associates to

comply with the provisions in paragraphs (b), (c¢) and (d) above.

The decision on whether or not to take up the opportunity or exercise the option or the right of
first refusal in paragraphs (b), (c) and (d) above will be made by our independent non-executive
Directors to ensure that the decision will give due regard to the interests of our independent
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Shareholders. Our independent non-executive Directors will consider all relevant factors including any
feasibility study, counterparty risk, estimated profitability, our pipeline and the legal, regulatory and
contractual landscape with a view to arriving at a decision which is in the best interests of our
Company and the Shareholders as a whole.

Notwithstanding the above undertakings, the Covenantors or either of them may either by
himself, or through his close associates:

(i) for the purpose of financial investment, purchase or hold the interests in a company which
engages or involves in any business which is in competition or is likely to be in
competition with the Restricted Business, provided that (a) the aggregate shareholding
held by the Covenantors whether directly or indirectly, does not reach 10% of the entire
issued share capital of such company; (b) the Covenantors (individually or together) shall
not become the single largest shareholder of such company; (c) the proportion of the
representatives of the Covenantors at the board of the company (if any) does not
substantially exceed the proportion of his shareholding in that company; and (d) the
Covenantors are not entitled to appoint the majority of directors of the relevant company;
or

(i1) hold any securities in any member of our Group.

For the enforcement of the undertakings contained in the Non-competition Agreement, our
Company will adopt the below corporate governance measures:

(a) our independent non-executive Directors shall review, at least on an annual basis, the
compliance with the Non-competition Agreement by the Covenantors;

(b) the Covenantors shall promptly provide our independent non-executive Directors all
information necessary for the annual review by them and the enforcement of the Non-
competition Agreement and provide our Company a confirmation relating to the
compliance of the Non-competition Agreement and acknowledge and agree that such
annual confirmation will be disclosed in the annual report of the Company; and

(c) our Company shall disclose decisions on matters reviewed by our independent
non-executive Directors relating to the compliance and enforcement of the Non-
competition Agreement either through the corporate governance report as set out in the
annual report of our Company, or by way of announcements to the public.

Corporate Governance Measures

Our Directors believe that there are further adequate corporate governance measures in place to
manage the conflicts of interest arising from the potential competing business and to safeguard the
interests of the Shareholders, including:

(a) our Board has a balanced composition of executive Directors, non-executive Director and
independent non-executive Directors that can facilitate the exercise of independent
judgment. With the expertise in their respective professional fields, our Directors believe
that the independent non-executive Directors have the necessary caliber and expertise to
form and exercise independent judgment in the event that conflicts of interest between our
Company and the Covenantors arise;

(b) in the event that any potential conflict of interest arises, i.e. where a Director has an
interest in a company that will enter into an agreement with our Group, the Director(s)
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with an interest in the relevant transaction(s) shall be excluded from the Board deliberation
process and abstain from voting, and shall not be counted towards the quorum in respect of
the relevant resolution(s) at such Board meeting;

(c) in the event any potential conflict of interest in connection with the Covenantors arises at
the shareholders’ level, Chairman Zhang and his associates shall abstain from voting in the
general meeting of our Company with respect to the relevant resolution(s);

(d) pursuant to the Corporate Governance Code as set out in Appendix 14 to the Hong Kong
Listing Rules, our Directors, including the independent non-executive Directors, will be
able to seek independent professional advice from external parties in appropriate
circumstances at our Company’s cost; and

(e) we have appointed Anglo Chinese Corporate Finance, Limited as our compliance adviser,
which is expected to provide advice and guidance to us in respect of compliance with
applicable laws and the Hong Kong Listing Rules, including various requirements relating
to directors’ duties and internal control.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Having considered the following factors, we believe that we can conduct our business
independently from the Controlling Shareholders and their close associates after completion of the
Global Offering.

Management Independence

Our Board consists of nine Directors, including five executive Directors, one non-executive
Director and three independent non-executive Directors. Our Directors and members of senior
management possess relevant management and/or industry-related experience to act as Directors or
senior management of our Company. Each of our Directors is aware of his fiduciary duties which
require, among other things, that he acts for the benefit of and in the best interests of our Company.
Please refer to the section headed “Directors, Supervisors and Senior Management” for details of our
Directors and senior management.

Save as disclosed below, none of our Directors and members of senior management performs a
management role in any close associate of Chairman Zhang:

Name of the close associate of Positions held in the close

Name Positions in our Company Chairman Zhang associate of Chairman Zhang
Chairman Zhang Founder, chairman of Broad Lingmu Executive director

the Board and Dazheng Investment Chairman of the board

executive Director
Ms. Tang Fen (57%)  Executive Director Dazheng Investment Director

and president
Ms. Shi Donghong Executive Director, = Dazheng Investment Director
(f1 3AL) vice president, chief

financial officer,
secretary of the
Board and company
secretary
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We believe that our Directors and senior management are able to perform their roles in our
Company independently of our Controlling Shareholders and their close associates and that our
Company is therefore capable of managing its business independently of our Controlling Shareholders
and their close associates after the Listing for the following reasons:

(a) the corporate governance procedures of the Board set out in the Articles of Association
include provisions to avoid conflicts of interest by providing, among other things, that in
the event of a conflict of interest, such as resolutions regarding transactions with a
Controlling Shareholder and/or his associates, the relevant Director(s) who are connected
with the Controlling Shareholder shall abstain from voting on such matters and shall not
be counted toward the quorum. Further, when the Company considers connected
transactions and competition matters, the independent non-executive Directors will review
the relevant transactions;

(b) Ms. Tang Fen and Ms. Shi Donghong serve as directors in Dazheng Investment, which is
an employee stock ownership platform of the Company. Apart from this, neither Ms. Tang
Fen nor Ms. Shi Donghong holds any management position in any close associate of
Chairman Zhang;

(c) even though Chairman Zhang, Ms. Tang Fen and Ms. Shi Donghong perform management
roles in certain close associates of Chairman Zhang as elaborated in the above table, each
of them will ensure that he will allocate sufficient time and energy in the management of
the business and operation of our Group;

(d) each of our Directors is aware of his fiduciary duties as a Director, which require, among
other things, that he acts for our Company’s best interest and that of the Shareholders as a
whole; and

(e) we have appointed three independent non-executive Directors, comprising not less than
one-third of our Board with a view to oversee affairs of our Company and the interests of
our Company and the Shareholders as a whole.

On the basis outlined above, the Directors are of the view that the Company has its own
management team that it is capable of maintaining management independence from the Controlling
Shareholders and their close associates.

Operational Independence

We possess sufficient capital, assets, property, equipment, operating facilities, technology,
credit facilities and human resources to operate our business independently. We have obtained relevant
licenses, approvals, and permits from relevant regulatory authorities which are material to our
operation in the PRC. We are fully enabled to make operational and financial decisions and implement
such decisions. We have access to independent suppliers for the operation of our business, as well as
access to independent customers. We have also established a set of internal control procedures to
facilitate and maintain the independent operation of our business. Our decisions are made by our
Board, which is independent from the Controlling Shareholders and their close associates.

Moreover, our Company owns tangible assets and intangible assets, including registered
trademarks, brands, patents and other intangible assets independent from the Controlling Shareholders
and their close associates, which contribute to our ability to operate in our business independently from
the Controlling Shareholders and their close associates. In addition, we believe that our internal control
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procedures ensure conflicts or potential conflicts of interest are adequately managed to safeguard the
interests of the Shareholders as a whole.

We will also adopt measures to ensure the oversight and the enforceability of the Non-
competition Agreement among our Company and the Covenantors. Please refer to “—Non-competition
Agreement and Undertakings” for detailed corporate governance measures. The Group has its own
administration and personnel capable of performing all administrative functions, including internal
control and audit monitor, financial and accounting management, human resources and information
technology.

Based on the above, the Directors are of the view that our Company operates independently
from our Controlling Shareholders and their close associates.

Financial Independence

We have our own independent finance department with a team of independent financial staff
who are responsible for our financial management, accounting, reporting, funding and internal control
functions independently from the Controlling Shareholders and their close associates.

We can make financial decisions independently, and the Controlling Shareholders and their
close associates do not interfere with our use of funds. We have also established an independent audit
system, a standardized accounting system and a comprehensive financial management system. In
addition, we maintain and manage bank accounts independently and the Controlling Shareholders and
their close associates do not share any bank account with us. We have made tax filings and paid tax
independently from our Controlling Shareholders and their close associates pursuant to applicable laws
and regulations.

No loans or guarantees provided by, or granted to, the Controlling Shareholders and their close
associates will be outstanding as of the Listing Date.

Based on the above, the Directors are of the view that the Company is financially independent
from the Controlling Shareholders and their close associates.
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You should read the following discussion and analysis in conjunction with consolidated
financial statements, including the notes thereto set out in the section headed “Appendix I—
Accountants’ Report” to this prospectus and the selected historical financial information presented
elsewhere in this prospectus. Our consolidated financial statements were prepared in accordance
with IFRSs.

The following discussion and analysis contain forward-looking statements that involve risks
and uncertainties. These statements are based on assumptions and analysis that we make
considering our experience and perception of historical trends, current conditions and expected
future developments, as well as other factors we believe are appropriate under the circumstances.
However, our actual results may differ significantly from those projected in the forward-looking
statements. Factors that might cause future results to differ significantly from those projected in the
forward-looking statements include, but are not limited to, those discussed in the sections headed

“Risk Factors”, “Forward-Looking Statements” and elsewhere in this prospectus.

OVERVIEW

We are the pioneer and leader in the industrialization of the construction industry in the PRC.
Leveraging on our strong technology capability accumulated throughout years and continuous
innovation and research and development efforts, we have become a platform to provide
comprehensive solutions of the industrialization of the construction industry in the PRC, which
comprise globalized, scalable, professionalized and intelligent manufacturing of prefabricated
buildings and relevant services. Set out below are the major businesses that we engage in:

*  PC unit manufacturing business: with our in-house PC-CPS system, we achieved mass
production of customized PC units, and provide PC units to different customers according
to the construction progress of different projects;

*  PC equipment manufacturing business: we provide equipment specially designed for PC
units manufacturing and value-added services to the Joint Factories; and

+  Construction contracting business: we act as the construction contractor of prefabricated
construction operation for selective projects.

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, our revenue were RMBI1,671.5 million, RMB1,935.7 million, RMB2,269.1 million and
RMB646.0 million, respectively, while our profit for the year/period were RMB197.6 million,
RMB168.4 million, RMB466.3 million and RMB35.2 million, respectively.

BASIS OF PRESENTATION

Our financial information includes the financial statements of our Company and its subsidiaries
during the Track Record Period. The financial statements of the subsidiaries are prepared for the same
reporting periods as our Company by adopting the consistent accounting policies. The results of
subsidiaries are consolidated from the date on which our Group obtained control, and continue to be
consolidated until the date on which such control ceases.

Our financial information was prepared in accordance with IFRS. Our financial information has
been prepared under the historical cost convention, except for investment properties and financial
assets which have been measured at fair value, and is presented in Renminbi.
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FACTORS AFFECTING OUR RESULTS OF OPERATION

Our business and past financial position and results of operation were affected by several key
factors, which we believe will continue to affect our financial position and results of operation in the
future. The key factors that affect our results of operation are as follows:

General Economic Conditions in the PRC and Government Policies related to the PRC
Construction Industry

The PRC construction industry is to a large extent affected by the economic conditions of the
PRC. General economic conditions in the PRC have affected and may continue to affect our business and
results of operation. Our revenue directly correlates with the prosperity level of construction activities in
the PRC. Currently, the construction industry in the PRC is undergoing the process of industrialization
transformation. Following the aging of population, the decrease of labor force and a growing concern of
environmental protection in the PRC, the traditional construction industry, which is labor-intensive and
has a significant adverse impact on the environment, is transforming into industrialized production model
of prefabricated construction. Under such conditions, the PRC government has implemented a series of
supportive policies and has uplifted the development of prefabricated construction to one of the national
strategies. According to Frost & Sullivan, the PC units and PC production equipment markets grew from
2013 to 2018 at a CAGR of 119.6% and 134.0%, respectively, and were expected to reach a market scale
of approximately RMB305.3 billion and RMBI11.8 billion, respectively, in 2023. Particularly in the
markets of Hunan Province and Eastern China where we have the greatest market share, the new floor
area for the prefabricated concrete building is expected to grow by 53.8% and 55.6%, respectively, from
2018 to 2023 according to Frost & Sullivan. We believe, as a market leader, we can expand our business
and enhance our profitability by capitalizing the opportunity that comes with the fast and significant
growth of prefabricated construction industry in the PRC. The fast growth of prefabricated construction
industry in the PRC has contributed and will continue to contribute to our profit growth. Any changes in
national or local policies relating to prefabricated construction industry in the PRC may affect the
prosperity level of activity of the industry, land supply, project financing, taxation, local fiscal budget
and regulations regarding the involvement of private enterprises in infrastructure industry. For details,
please refer to the sections headed “Risk Factor—Risks Relating to Our Businesses and Industries—Our
business and future growth may be affected by the macro economic conditions in the PRC” and “Risk
Factors—Risks Relating to Our Businesses and Industries—Our business and future growth are subject
to changes in construction industry in the PRC”.

Segment Contributions

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, our revenue was derived from PC unit manufacturing business, PC equipment manufacturing
business and construction contracting business.

For the year ended December 31, 2016, our revenue was mainly derived from construction
contracting business, which accounted for 53.8% of our total revenue for the year while PC unit
manufacturing business and PC equipment manufacturing business accounted for 26.4% and 19.8% of
our total revenue for the year, respectively. We have decided to focus on PC unit manufacturing and PC
equipment manufacturing business since 2016. For the year ended December 31, 2017, the revenue
generated from construction contracting business dropped to 10.8% of the total revenue for the year,
while the revenue generated from PC unit manufacturing business and PC equipment manufacturing
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business accounted for 46.0% and 43.2% of the total revenue for the year. For the year ended
December 31, 2018, the revenue generated from construction contracting business dropped to 8.3% of
the total revenue for the year, while revenue generated from PC unit manufacturing business and PC
equipment manufacturing business accounted for 37.7% and 54.0% of the total revenue for the year. For
the four months ended April 30, 2019, the percentage of the revenue generated from PC unit
manufacturing business increased to 54.3% of our total revenue for the period, primarily due to
significantly increased sales volume of our PC units as a result of the growth of the market; the revenue
generated from construction contracting business increased to 11.9% of our total revenue for the period,
primarily due to the increase of the amount of construction work completed; meanwhile the percentage
of the revenue generated from PC equipment manufacturing business decreased to 33.8% of our total
revenue for the period, primarily due to the increase of our total revenue. As the gross profit margin
varied by different business segments, our gross profit margins for the specific periods were affected by
the proportion of revenue contribution of the three business segments. As such, any factors which have a
material impact on our business segments will have a material impact on our overall results of operation.

Project Progress

Our operating revenue is affected by the progress of construction projects. During the Track
Record Period, we derived revenue from PC unit manufacturing business, PC equipment
manufacturing business and construction contracting business. For PC unit manufacturing business,
our revenue is recognized when our customers occupy and accept our products, which is usually
subject to the progress of their construction projects. For construction contracting business, our
revenue is recognized by stage according to the construction progress, and is hence also subject to the
construction progress of the project. As construction projects last for a relatively long duration, their
progress depends on many factors that are out of our control, such as weather conditions and liquidity
of our clients.

Pricing of Our Products

We obtained almost half of our PC unit manufacturing projects and construction contracting
projects through open tendering processes, where we compete with our competitors, primarily
including large scale state-owned construction enterprises and other PC unit manufacturers. We expect
to face increasing competition from the domestic players in the industry. On one hand, the
marketability of our products and services may be affected if considered overpriced and sold at lower
profit and the profitability of our products and services may be affected. On the other hand, under-
pricing of our products and services may hinder our ability to offset addition costs resulting from the
increase in costs of raw materials, subcontracting, labor or others, and thus lower our profit, which will
have a material adverse effect on our financial condition and results of operation.

We determined the quotations of our PC units and construction contracting services primarily
based on raw material cost, labor cost, and transportation cost with reference to the market price. We
determined the price of our PC equipment with reference to equipment manufacturing costs and value-
added services. In some regions, we follow the market guidance price stipulated by local governments
and the market guidance price in respect of PC units, which may not take into reference our actual
manufacturing cost, which in turn affects our profit in these projects and poses material impact on our
operation results and financial positions. Please refer to the sections headed “Risk Factors—Risks
Relating to Our Business and Industries—We face intensive competition in the industry of the PRC.”
and “Risk Factors—Risks Relating to Our Business and Industries—The predetermined price contracts
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that we are involved in may delay, change, or terminate due to the price fluctuation of raw materials
and other uncontrollable factors, and therefore may cause losses and result in profit decrease.”

Cost of Materials

During the Track Record Period, our cost of sales was primarily derived from the cost of
materials, which includes direct material costs for our PC manufacturing business, equipment materials
for our PC equipment manufacturing business and direct material costs for our construction contracting
business. For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, cost of materials accounted for 41.7 %, 62.6 %, 64.5% and 61.5% of our total cost of sales,
respectively. In 2016, the proportion of cost of raw materials was relatively lower than that of 2017,
2018 and the four months ended April 30, 2019, primarily attributable to the large amount of
construction projects we undertook in 2016, where most of the raw materials costs were included in the
subcontracting costs in the construction contracting business and the increase of bulk commodity
prices in 2017, 2018 and the four months ended April 30, 2019 as compared to that of 2016. Most of
our raw materials are commodity, the availability and price range of which primarily depend on the
geographical location and domestic market conditions. For illustrative purpose only, the table below
sets forth the impacts of fluctuations of cost of raw materials for all our business segments on our
profits for the indicated periods, with all other variables held constant (including, among others, the
unit price or total price of the contracts):

Increase/(Decrease) of the profits for the year Increase/(Decrease) of the profits
ended December 31, for the four months ended April 30,
2016 2017 2018 2018 2019
(RMB (RMB (RMB (RMB (RMB
million) % million) % million) % million) % million) %
(unaudited)
Raw material costs decrease
by5% ... 22.3 11.3 38.5 229 498 10.7 7.3 19.5 149 422
Raw material costs increase
by 5% i (22.3) (11.3) (38.5) (22.9) (49.8) (10.7) (7.3) (19.5) (14.9) (422)

Most of the contracts for PC unit manufacturing and construction contracting business were
awarded to us and entered into based on a predetermined unit price or total price. Certain of our
contracts contain price adjustment terms, requiring adjustments to the contract value when the market
prices of certain raw materials (mostly cements and rebar) increased by a certain ratio (generally 5%).
However, in case of a 5% or lower fluctuation, we may have to bear the increased cost. Please refer to
the sections headed “Risk Factors—Risks Related to Our Businesses and Industries—The
predetermined price contracts that we are involved in may delay, change, or terminate due to the price
fluctuation of raw materials and other uncontrollable factors, and therefore may cause losses and result
in profit decrease.” and “Risk Factors—Risks Related to Our Businesses and Industries—We have
limited customer base for our PC equipment, and our PC equipment production is exposed to OEM
risks.”

Research and Development Expenditure

As one of our core competitive strengths, we enhance construction efficiency by industrializing
and intellectualizing our manufacturing and construction process. In order to maintain the leading
position in the prefabricated construction industry, we have to continuously design and develop
effective softwares, standards and information models, optimize resource allocation in various steps of
prefabricated construction, speed up the construction of information infrastructure and platform, so as
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to realize the whole process operation on one platform and optimize our production capacity and its
utilization.

Our ability to develop new softwares, standards, information models may have a positive
impact on our financial positions and results of operation in the long run. In 2016, 2017 and 2018 and
the four months ended April 30, 2019, our total research and development expenditure were
RMB116.6 million, RMB143.3 million, RMB207.7 million and RMB63.0 million, which primarily
includes staff remuneration, material costs, design and testing fee. For more details on our research and
development strategies, please refer to the section headed “Business—Research and Development”.

Labor cost

During the Track Record Period, our labor cost mainly consists of staff remuneration of PC unit
manufacturing and construction contracting business. In 2016, 2017 and 2018 and the four months
ended April 30, 2019, direct labor cost accounted for 17.9%, 14.7%, 14.3% and 14.1% of the total
costs of sales in PC unit manufacturing business, respectively. In addition, our subcontracting costs
also include the labor cost of our subcontractors.

Our PC equipment manufacturing adopts the OEM model. We pay service fees to OEM
services suppliers and installation fees to third party subcontractors, of which labor costs usually
constitute a component. Therefore, if labor costs in the PRC increase due to the lack of workforce as a
result of aging population or increasing requirements of government policies on labor welfare, our
costs of sales, and thus our profits, may be affected, and our results of operation and financial positions
will be significantly affected.

Business Model of Broad Homes United Program

During the Track Record Period, we invested in the Joint Factories with selected local partners
through the Broad Homes United Program to manufacture PC units. The Joint Factories are recorded as
associates or financial assets at fair value through profit or loss. We usually hold 35% of equity
interests in the Joint Factories and do not exercise control over them. Associates are entities in which
we have significant influence over their financial and operational policy decisions while for those we
do not have significant influence on, we record the interest in those Joint Factories as financial assets at
fair value through profit or loss upon loss of significant influence. For the years ended December 31,
2016, 2017 and 2018 and the four months ended April 30, 2019, since some of the Joint Factories were
under construction or trial operation or still in ramp-up period, we recorded losses in our investments
in associates as a whole of RMB17.1 million, RMB69.7 million, RMB98.3 million and RMB26.3
million, respectively. On the other hand, we record one-off gains or losses on loss of significant
influence in certain associates when such associate is remeasured as financial assets at fair value
through profit or loss. Due to its non-routine nature, any gain or loss may affect our profit for a specific
period. For the year ended in December 31, 2018 and the four months ended April 30, 2019, we
recorded gains on loss of significant influence in associate of RMB261.5 million and RMB87.3 million
respectively. If we had not remeasured such Joint Factories as financial assets at fair value through
profit or loss in 2018 and the four months ended April 30, 2019, we would have recorded a negative
share of profits less losses of associates of RMB136.2 million for the year ended December 31, 2018
and RMB61.6 million for the four months ended April 30, 2019V, We expect such impact will
continue in the future as there may be more associates being remeasured as financial assets at fair value

Note : according to the management accounts of such Joint Factories.
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through profit or loss in the future. In addition, our fair value gain or loss recognized in respect of
financial assets at fair value through profit or loss will affect our profit.

Taxation

Currently, we and our certain subsidiaries are identified as high-tech enterprises, eligible for a
preferential tax rate of 15%. There is no assurance that we will continue to enjoy the preferential tax
treatment after the term expires. Please refer to the section headed “Risk Factors—Risks relating to the
PRC—Under the PRC Enterprise Income Tax Law, we may cease to be classified as a “high-tech
enterprise” of the PRC and thus could result in unfavorable tax consequences to us.” During the Track
Record Period, our certain subsidiaries are subject to the statutory tax rate of 25% applicable to PRC
enterprises. In addition, some of our qualified research and development expenditure enjoyed an
additional 50% corporate income tax deduction in 2016 and 2017 and such percentage level rose to
75% in 2018. If we could not maintain the status of high-tech enterprises of our certain subsidiaries or
the continuous innovation of our products, it may have an adverse effect on our cash flow and results
of operation.

As a result of the above preferential tax treatment and tax reduction, our effective tax rates in
2016, 2017 and 2018 and the four months ended April 30, 2019 were 18.6%, 29.4%, 15.9% and 13.6%,
respectively. Any termination or change in the various preferential tax treatment that we and our
certain subsidiaries currently enjoy may have an adverse effect on our results of operation and financial
position.

Government Grants

During the Track Record Period, we recorded government grants of RMB56.7 million,
RMB56.1 million, RMB34.2 million and RMBI11.0 million, respectively. Our new wall material
products obtained the approval for VAT refunds and enjoy immediate refund of 50% of VAT payment.
If we could not maintain the continuous innovation of our products, we may not enjoy those VAT
incentives and would be subject to a VAT of 13%. In addition, we applied for and obtained grants from
local and central government of the PRC, which primarily include industry development funds and
government subsidies for development and construction of property, plant and equipment. Government
grants other than VAT refunds, are not provided on a regular basis but on a case by case basis in
accordance with national and local laws and regulations. Failure to obtain government subsidies may
materially and adversely affect our financial positions and operation results.

SIGNIFICANT ACCOUNTING POLICIES

Our significant accounting policies are set out in Note 2 in the section headed “Appendix I—
Accountants’ Report”. Our accounting policies are important for understanding our financial positions
and operation results. The adoption of IFRS 9 and IFRS 15 has no significant impact on our financial
position or performance when compared to the adoption of IAS 39 and IAS 18. We initially applied
IFRS 16 at January 1, 2019 using the modified retrospective approach. Under this approach, the
comparative information is not restated. The adoption of IFRS 16 has no significant impact on the
financial position and performance when compared to that of IAS 17. Please refer to Note 2(d) in the
section headed “Appendix [—Accountants’ Report.”
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Intangible Assets—Capitalization of Development Cost

Our capitalized development costs are mainly incurred with respect to industrial building
structure system technology, process construction technology, equipment manufacturing technology
and digital support technology, which are amortized on a straight-line basis over the estimated
economic lives of ten years commencing in the year when they are available for use. They are
estimated to have economic lives of ten years considering the following factors:

*  the economic benefits from using such technologies are expected to be received by way of
developing new generation of PC units and PC equipment, improving production
efficiency and production quality as well as realizing industrial informationization and
intelligent manufacturing through a long period of time;

*  even though we experienced multiple product updates in a relatively short period of time
(i.e. releasing our fourth-generation products in 2008, fifth-generation in 2014 and sixth-
generation in 2015), the actual production generation update frequency was approximately
five years based on the experience in the past ten years. Generally, our industrial building
structure system technology, process construction technology, equipment manufacturing
technology and digital support technology were initially developed and expected to be
used for at least two generations of products; and

»  with reference to IAS 38, the estimated economic lives of ten years reflect the pattern of
our receiving of future economic benefits from such technologies. In addition, the
estimated economic lives also reflect the legal restrictions on the period of time that we
have control over the access to such economic benefits because the general legal
protection duration for our patents are between ten to 20 years.

Details of the estimated useful lives of intangible assets are disclosed in Note 2(k) to the
Historical Financial Information of the Group for the Track Record Period in the section headed
“Appendix I—Accounts’ Report”. The Reporting Accountants’ opinion on the Historical Financial
Information of the Group as a whole is set out on page I-2 of the section headed “Appendix I—
Accounts’ Report™.

Our Directors confirm that the relevant estimates or underlying assumptions made in the past
have been generally in line with the actual results during the Track Record Period and we have
consistently applied these estimates or underlying assumptions during the Track Record Period. We
will continuously assess our assumptions and estimates going forward.
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SELECTED FINANCIAL INFORMATION

The following table sets forth the summary of our consolidated income statement for the
indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000)  (RMB’000)
(unaudited)
Revenue ............ ... .. ... .. .... 1,671,495 1,935,689 2,269,129 355,308 646,009
Costofsales ............... ... (1,069,012) (1,230,759) (1,544,582) (251,288)  (483,173)
Grossprofit........................... 602,483 704,930 724,547 104,020 162,836
Valuation gains on investment properties . . . . — 13,966 53,871 40,468 —
Otherincome .......................... 50,825 53,069 32,044 15,504 11,624
Sales and distribution expenses ............ (80,309) (110,611) (111,746)  (30,771) (61,741)
General and administrative expenses ....... (161,226)  (174,037)  (229,182)  (58,034) (68,449)
Research and development expenses . . ... ... (96,383) (115,063) (125,971)  (39,690) (38,039)
Profit from operations .. ................ 315,390 372,254 343,563 31,497 6,231
Finance costs .......................... (55,322) (77,382) (72,412)  (24,858) (34,098)
Share of profits less losses of associates . . . .. (17,120) (69,731) (98,321)  (38,451) (26,305)
Gains on disposal of subsidiaries . .......... — 13,509 108,439 — —
Gains on loss of significant influence in
assoCiates .. ....... ... — — 261,494 70,557 87,343
Gains on disposal of partial interest in
assoCiates .. ....... ... — — — — 7,580
Gains on disposal of associates ............ — — 11,506 11,506 1
Profit beforetax ....................... 242,948 238,650 554,269 50,251 40,752
Incometax ............ .. .. ... .. ..., (45,302) (70,259) (87,965)  (12,790) (5,535)
Profit for the year/period ............... 197,646 168,391 466,304 37,461 35,217

DESCRIPTION OF SELECTED COMPONENTS OF OUR INCOME STATEMENTS
Revenue
During the Track Record Period, we generated our revenue from PC unit manufacturing

business, PC equipment manufacturing business and construction contracting business.

The following table sets forth a breakdown of our revenue by business segment for the
indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) %
(unaudited)
PC unit
manufacturing ... 441,887 264 891,159 46.0 854,334 37.7 132,517 37.3 350,651 543
PC equipment
manufacturing ... 330,411 19.8 836,196 43.2 1,226,268 54.0 196,818 554 218,429 338
Construction
contracting . . . ... 899,197 53.8 208,334 10.8 188,527 83 25973 73 76,929 119
Total ............ 1,671,495 100.0 1,935,689 100.0 2,269,129 100.0 355,308 100.0 646,009 100.0

When recognizing the revenue for sales of PC equipment, we combined the contract for the
sales of PC equipment and right to use intellectual property (if any), as for PC equipment, installation
and debugging service, production management training, after-sale service and right to use intellectual
property are highly interrelated and are all integral parts of the PC equipment. Revenue from the sales
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of PC equipment was recognized when we delivered, installed, debugged the PC equipment and fulfill
the production management training (including training with respect to the use of our intellectual
property) to the Joint Factories.

During the Track Record Period, our revenue was affected by seasonality. As advised by Frost
& Sullivan, workforce shortage generally occurs during the Chinese New Year’s holiday, and cold
weather negatively impacts the construction activity. Consequently, the new floor area of construction
projects in the first quarter is generally at the lowest level in the entire year, which results in lower
market demand of PC units. Meanwhile, our PC equipment manufacturing business may also
experience the longer lead time and delay in installation and commissioning. Our relatively lower
revenue of PC unit manufacturing and PC equipment manufacturing business during the first quarter of
the year was in line with the industry norm and as a result, the quarterly revenue of PC unit
manufacturing and PC equipment manufacturing business generally accounts for a relatively smaller
portion of revenue of an entire year.

Cost of Sales

Our cost of sales consists principally of the procurement cost of raw materials and equipment,
manufacturing costs, staff costs and subcontracting fees.

The table sets forth a breakdown of our cost of sales by business segment for the indicated
periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) %
(unaudited)
PC unit
manufacturing ... 264,239 247 606,622 493 650,691 42.1 109,165 434 278,863 57.7
PC equipment
manufacturing ... 195,198 183 474,730 38.6 759,864 49.2 122,380 48.7 146,348 30.3
Construction
contracting . .. ... 609,575 57.0 149,407 12.1 134,027 8.7 19,743 7.9 57,962 12.0
Total ............ 1,069,012 100.0 1,230,759 100.0 1,544,582 100.0 251,288 100.0 483,173 100.0

The tables set forth a breakdown of major components of our cost of sales by nature for the
indicated periods:

PC unit manufacturing business

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) %
(unaudited)

Direct material

costs . ... 143,003 54.1 378,616 62.4 387,614 59.6 56,952 522 172,405 61.8
Direct labor costs ... 47,283 17.9 89,050 14.7 92,866 143 14,287 13.1 39,308 14.1
Overhead expenses .. 73,953 28.0 138,956 229 170,211 26.1 37926 347 67,150 24.1
Total ............. 264,239 100.0 606,622 100.0 650,691 100.0 109,165 100.0 278,863 100.0

The direct material costs mainly include the costs for purchasing the necessary materials for
manufacturing our PC units, such as steel and concrete materials; the direct labor costs mainly include
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the salaries, social insurance and benefits of our manufacturing staff; and the overhead expenses
mainly include depreciation and amortization costs, salaries, social insurance and benefits of our
manufacturing management staff as well as utility costs.

PC equipment manufacturing business

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) %
(unaudited)

Equipment materials ... .. 131,286  67.3 361,021 76.0 566,778 74.6 83,523 68.2 109,400 74.8
Installation fee .......... 57,901 29.7 82,365 17.4 141,310 18.6 26,762 21.9 21,821 149
Overhead expenses . . ... .. 6,011 3.0 31,344 6.6 51,776 6.8 12,095 99 15,127 103
Total ................. 195,198 100.0 474,730 100.0 759,864 100.0 122,380 100.0 146,348 100.0

The equipment materials costs mainly include the costs we paid to the OEM service providers
for manufacturing of our PC equipment; the installation fee mainly includes the costs of the on-site
installation of the PC equipment conducted by us; the overhead expenses represent other auxiliary
expenses in associated with PC equipment manufacturing, including costs incurred in connection with
our provision of technical support and trainings to the Joint Factories with respect to the use and
operation of the PC equipment, salaries and business and travel expenses of our manufacturing
management personnel in the PC equipment manufacturing business, and equipment testing costs.

Construction contracting business

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) % (RMB’000) %
(unaudited)

Direct material costs ...... 171,416 28.1 31,093 20.8 41,421 309 5,662 28.7 15418 26.6
Subcontracting costs . ... .. 377,532 619 109,270 73.1 84,374 63.0 12,005 60.8 38,266 66.0
Overhead expenses . ...... 60,627 10.0 9,044 6.1 8,232 6.1 2,076 10.5 4,278 7.4
Total .................. 609,575 100.0 149,407 100.0 134,027 100.0 19,743 100.0 57,962 100.0

The direct material costs mainly include the costs for necessary materials, such as PC units,
steel bars, concrete and other auxiliary materials; the subcontracting costs mainly include the costs for
subcontracting the labor services, pile foundation engineering and other specific works; and the
overhead expenses mainly include the costs incurred during the construction work of the project, such
as salaries of our project staff.
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Gross Profit and Gross Profit Margin

Our gross profit is calculated on the total revenue less total cost of sales. The gross profit of
each segment is calculated on the revenue of the segment less cost of sales of the segment. Our gross
profit margin is calculated based on our gross profit divided by our total revenue. The gross profit
margin of each segment is calculated based on the gross profit of the segment divided by the revenue
of the segment. The table sets forth a breakdown of our gross profit and gross profit margin by
business segment for the indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
Gross Gross Gross Gross Gross
Gross profit Gross profit Gross profit Gross profit Gross profit
profit  Percentage margin  profit Percentage margin  profit Percentage margin  profit Percentage margin profit Percentage margin
(RMB’000) % %  (RMB’000) % %  (RMB’000) % %  (RMB’000) % %  (RMB’000) % %

(unaudited)
PC unit
manufacturing 177,648 29.5  40.2 284,537 404 319 203,643 28.1  23.8 23,353 224 176 71,788 44.1 205
PC equipment
manufacturing 135,213 224 409 361,466 512 432 466,404 644  38.0 74437 71.6  37.8 72,082 443 330
Construction
contracting . .. 289,622 48.1 322 58,927 84 283 54,500 75 289 6,230 6.0 240 18,966 11.6 247

Total ......... 602,483  100.0 36.0 704,930 100.0 36.4 724,547 100.0 31.9 104,020 100.0 29.3 162,836 100.0 25.2

Valuation Gains on Investment Properties

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, we recorded valuation gains on investment properties of nil, RMB14.0 million,
RMB53.9 million and nil, primarily as a result of the significant appreciation in values of our
investment properties (mainly commercial real estate) in 2017 and 2018.

Other Income

Other income principally consists of government grants and income or loss on disposal of
assets.

The table below sets forth the major components of our other income for the indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000)  (RMB’000)
(unaudited)

Government grants . .............. ..., 56,723 56,094 34,184 15,685 11,036
Loss on disposal of property, plant, equipment ..  (5,417) (2,577) (1,514) (77) (1,006)
Others ........... ... (481) (448) (626) (104) 1,594
Total ......... ... ... . ... ... ... 50,825 53,069 32,044 15,504 11,624

During the Track Record Period, we were entitled to VAT refunds, and at the same time, we
also applied for and obtained government grants from local and central governments of the PRC, which
primarily include industry development funds and government subsidies for development and
construction of property, plant and equipment. Despite the fact that the government usually provides
grants annually, the grants, except for VAT refunds, are not provided on a regular basis but on a case
by case basis in accordance with national and local laws and regulations.

During the Track Record Period, we incurred loss on disposal of assets, which primarily relates
to the disposal of machineries in relation to construction contracting business.
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Sales and Distribution Expenses

Our sales and distribution expenses principally consist of freight, staff remuneration, fees
including operation cost and promotion fee, after-sale service fee and depreciation and amortization.
For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30, 2019, our
sales and distribution expenses amounted to RMB80.3 million, RMB110.6 million, RMB111.7 million
and RMBG61.7 million, respectively, representing 4.8%, 5.7%, 4.9% and 9.6% of our total revenue for
the same period, respectively. We recorded a significant increase in sales and distribution expenses as a
proportion to the total revenue for the four months ended April 30, 2019, primarily due to (i) the
significant increased share of revenue contributed by PC unit manufacturing business, where freight
expenses were mostly incurred, especially for our wholly-owned PC factory in Tianjin where we
generated significantly increased share of revenue as well as incurred increased share of freight
expenses, as a result of long transportation distance to the clients in Beijing and relatively higher
average unit freight expenses; (ii) a significant increase in staff remuneration caused by higher bonuses
awarded to sales personnel for the collection of trade debtors and bills receivable primarily related to
PC unit manufacturing business; and (iii) a substantial increase in after-sale service fee primarily
attributable to the occurrence of a one-off maintenance work.

The table below sets forth a breakdown of our sales and distribution expenses for the indicated
periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000)  (RMB’000)
(unaudited)
Freight ......... . ... ... .. .. ... 35,422 55,342 44,058 8,940 23,807
Staff remuneration . ........................ 13,576 27,088 28,013 8,719 15,848
After-sale servicefee . .......... ... ... ... ... 4,857 5,669 2,626 709 11,788
Fees including operation cost and promotion

fee .. 14,162 7,288 13,789 4,293 3,988
Depreciation and amortization ............... 2,117 1,324 922 255 251
Others ...........c ... 10,175 13,900 22,338 7,855 6,059
Total ......... ... ... ... .. . .. ... 80,309 110,611 111,746 30,771 61,741

General and Administrative Expenses

Our general and administrative expenses consist principally of remuneration for administrative
staff and amortization and depreciation. For the years ended December 31, 2016, 2017 and 2018 and
the four months ended April 30, 2019, our general and administrative expenses were
RMB161.2 million, RMB174.0 million, RMB229.2 million and RMB68.4 million, respectively,
representing 9.6%, 9.0%, 10.1% and 10.6% of our total revenue for the same year, respectively.

Under IFRS 9, we measure loss allowances for trade debtors, bills receivable, other receivables
and contract assets at an amount equal to lifetime expected credit losses (ECLs), which is calculated by
using a provision matrix. Based on our historical credit loss experience over the past five years, we
expected more credit losses on trade debtors, bills receivable, other receivables and contract assets that
are overdue for a longer period of time. During the Track Record Period, our impairment losses
increased from RMBI1.5 million for the year ended December 31, 2016 to RMB23.1 million for the
year ended December 31, 2017 and further to RMB78.1 million for the year ended December 31, 2018,
as well as from RMBS.1 million for the four months ended April 30, 2018 to RMB14.9 million for the
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four months ended April 30, 2019, primarily due to the increased outstanding balance of our trade
debtors and bills receivable and the aging of the trade debtors and bills receivable. Especially in 2018,
due to the increased overdue status of trade receivables, bills receivables and other receivables from
PC equipment manufacturing business and PC unit manufacturing business, we recorded a significant
increase in bad debt provision in 2018.

The table below sets forth the breakdown of our general and administrative expenses for the
indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Staff remuneration . ........................ 54,673 47,383 47,481 15,173 23,810
Includes: share-based payment . ............ 13,868 13,868 13,868 4,623 6,401
Business taxes and surcharges® . ............. 26,054 38,973 36,179 13,907 6,457
Depreciation and amortization ............... 26,237 26,578 22,050 8,992 8,825
Bad debtprovision .. ....................... 1,501 23,073 78,120 8,093 14,944
Office expenses, travel expenses . ............. 13,008 6,984 10,434 3,141 4,496
Rentalfee .............. ... ... ........... 8,443 3,357 2,516 1,129 764
Others . .......... ... 31,310 27,689 32,402 7,599 9,153
Total ......... ... ... ... ... . . . ... 161,226 174,037 229,182 58,034 68,449

Note:
(1) The business taxes and surcharges mainly include the PRC’s urban maintenance and construction tax, education fee surcharge and local
education surcharge, which are levied based on the actual payments of value-added tax for the period indicated.

Research and Development expenses

For the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30,
2019, our total research and development expenditure (including, among other things, staff
remuneration, material costs and design and testing fees) amounted to RMB116.6 million,
RMB143.3 million, RMB207.7 million and RMB63.0 million, respectively, of which the research and
development expenses amounted to RMB96.4 million, RMB115.1 million, RMB126.0 million and
RMB38.0 million, respectively. Capitalized research and development expenditure amounted to
RMB20.2 million, RMB28.2 million, RMB81.8 million and RMB25.0 million, respectively for the
years ended December 31, 2016, 2017 and 2018 and the four months ended April 30, 2019, accounting
for 17.3%, 19.7%, 39.4% and 39.7%, respectively of our total research and development expenditure
of the same year.
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The table below sets forth the major components of our research and development expenses for
the indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Staff remuneration . ........................ 40,173 69,712 108,144 38,408 39,485
Material costs . ........... .. .. ... ... ... 65,043 53,470 68,365 12,881 15,028
Depreciation and amortization ............... 3,480 5,410 11,555 3,619 5,238
Design and testing fee ...................... 1,872 5,769 15,675 2,362 829
Others ...... ... .. ... . . . ... 5,999 8,898 3,984 5,543 2,466
Total research and development expenditure .... 116,567 143,259 207,723 62,812 63,045
Capitalization of research and development
expenditure . ................iiiiaa.. (20,184)  (28,196) (81,752) (23,122) (25,006)

Total ........ ... ... ... .. .. ... 96,383 115,063 125,971 39,690 38,039

Finance Costs

Our finance costs principally consist of interest expenses on bank loans and other borrowings,
interest expenses and obligations under financial leases. In 2016, 2017 and 2018 and the four months
ended April 30, 2019, our finance costs were RMBS55.3 million, RMB77.4 million, RMB72.4 million
and RMB34.1 million, respectively.

The table below sets forth the breakdown of our finance costs for the indicated periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Interest on bank loans and other borrowings .... 43,990 66,077 72,030 26,064 34,317
Interest on discounted bills . ................. 8,700 13,578 5,649 491 302
Finance charges on obligations under finance
leases ... 7,023 1,412 — — —
Interest on lease liabilities .. ................. — — — — 656
Interestincome ............. ... ... ... ..., (4,391) (3,685) (5,267) (1,697) (1,177)
Total ......... ... .. ... . ... .. . ... 55,322 77,382 72,412 24,858 34,098

Share of Profits Less Losses of Associates

During the Track Record Period, we invested in Joint Factories with selected local partners
through Broad Homes United Program to manufacture PC units. Our share of profit less loss of
associates is the profit less loss attributable to us from our associates pursuant to our equity interests in
such associates. We recorded losses in our investments in associates as a whole during the Track
Record Period as some of the Joint Factories were under construction or trial operation or still in ramp-
up period and have not yet recorded any profit from their operation. As such, we recorded negative
share of profits less losses of associates of RMB17.1 million, RMB69.7 million, RMB98.3 million and
RMB26.3 million, respectively, for the years ended December 31, 2016, 2017 and 2018 and the four
months ended April 30, 2019. However, based on the internal feasibility study we conducted before
investing in the Joint Factories, we would generally expect the Joint Factory to record profits after
three to five years and achieve payback after eight years commencing from the signing date of the joint
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venture agreement. As most of the Joint Factories were established less than three years, we expect we
may continue to record negative share of profits less losses of associates in near future although six of
the Joint Factories (which are recorded as associates) recorded profit in the year ended December 31,
2018Note,

Gains on Disposal of Subsidiaries

We recorded gains on disposal of a subsidiary of RMB13.5 million in 2017 as we lost control
of a subsidiary and RMB108.4 million in 2018 for the disposal of three subsidiaries.

Gains on Loss of Significant Influence in Associates

During the Track Record Period, we have extended our footprint in the cities and regions across
the PRC by establishing Joint Factories to capture the opportunity to promote our brand and the
production and management system of PC units manufacturing. In 2017 alone, we entered into joint
venture agreements for 44 new Joint Factories in aggregate. The revenue generated from the PC units
manufacturing business increased by 101.7% in 2017 from 2016. With the quick expansion of the
network of Joint Factories and the rapid growth of business volume of wholly-owned PC factories, we
encountered increasing challenges in participating in the management and decision-making of each
Joint Factory through appointing director and arranging experienced management personnel.
Therefore, we explored and sought for a management model for Joint Factories which is suitable for
our current development. In late 2017, we adjusted the management model of Joint Factories and
formulated the “two-level management strategy” on Joint Factories. Since early 2018, we started to
implement the “two-level management strategy”. Subject to the consent of the JF Partners, we
withdrew from participating in the decision-making process of the key operational management of
certain Joint Factories, to better respond to the challenges imposed on our limited management
resources with our implementation of Broad Homes United Program. As a result, 30 Joint Factories
that we had made the capital contribution to were remeasured as financial assets at fair value through
profit or loss in 2018. We recorded gains on loss of significant influence in associates of
RMB261.5 million in 2018 which was resulted from the remeasurement of 30 Joint Factories that we
had made capital contribution to as financial assets at fair value through profit or loss. For the
four months ended April 30, 2019, we recorded gains on loss of significant influence in associates of
RMB87.3 million from the remeasurement of four Joint Factories that we had made capital
contribution to as financial assets at fair value through profit or loss in this period.

The fair value of the Joint Factories as financial assets at fair value through profit or loss was
determined by the valuation. The valuer engaged by us adopted the Comparable Transaction Method
under the Market Approach to determine the fair value of such financial assets. Compared with other
valuation methods, such as discounted cash flow approach, the market approach is more appropriate to
reflect the fair value of the financial assets considering the development status of the Joint Factories
and the availability of comparable transactions. The future financial results of the Joint Factories
remeasured was uncertain and unpredictable as they were all in their respective initial set-up period or
had not yet to commence their operation. In addition, there were some recent financing and comparable
transactions occurred which can support the valuation. To determine the appropriate valuation multiple
for the valuation of financial assets, the stage of development of Joint Factories has been considered
and used as a key assumption. The Joint Factories that were remeasured as financial assets were all in
their respective initial set-up period or were yet to commence their operation, which is consistent with

Note : according to the management accounts of such Joint Factories.
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the Joint Factories in the comparable transactions. They were making losses due to lack of economies
of scales or had not yet commenced operation and the accumulated losses incurred in the early stage of
a company cannot be viewed as an impairment of initial investment cost under Market Approach,
which constitute the other two key assumptions. On the other hand, the prospect of the prefabricated
construction industry is positive with supportive government policies. In addition, there are several
comparable transactions completed in 2017 and 2018. As a result, the implied transaction multiples,
namely the Price/Invested Capital and P/B, can be calculated and adopted in the valuation analysis as
key ratios. Furthermore, the Guideline Company Method has been adopted for reasonableness check.

As the fair value of the financial assets exceeded the amounts of interest in associates before
loss of significant influence in such target companies, gains on loss of significant influence in
associates were recorded accordingly.

If we had not remeasured such Joint Factories as financial assets at fair value through profit or
loss in 2018 and the four months ended April 30, 2019, we would have recorded a negative share of
profits less losses of associates of RMB136.2 million for the year ended December 31, 2018 and
RMB61.6 million for the four months ended April 30, 2019, We did not remeasure any associate as
financial assets at fair value through profit or loss in 2016 and 2017.

Gains on Disposal of Partial Interest in Associates

For the four months ended April 30, 2019, we recorded gains on disposal of partial interest in
associates of RMB7.6 million due to the disposal of part of our equity interest in one associate to a
third party. No such gains or losses were recorded in 2016, 2017 or 2018.

Gains on Disposal of Associates

In 2016 and 2017, no gains or losses on disposal of associates were recorded. In 2018, we
disposed one associate as we ceased to produce one of our products, and thus recorded gains on
disposal of associates of RMB11.5 million. For the four months ended April 30, 2019, we recorded
gains on disposal of associates of RMB512 due to the deregistration of one associate.

Income Tax

Our income tax expenses consist principally of corporate income tax and movements in
deferred tax assets. In 2016, 2017 and 2018 and the four months ended April 30, 2019, our income tax
were RMB45.3 million, RMB70.3 million, RMB88.0 million and RMB5.5 million, respectively and
our effective tax rates for the same years were 18.6%, 29.4%, 15.9% and 13.6%, respectively. During
the Track Record Period and up to the Latest Practicable Date, we have performed all our tax
obligations and did not have any unresolved tax disputes.

During the Track Record Period and up to the Latest Practicable Date, our Company and many
of our subsidiaries were entitled to the preferential tax rate of 15% granted to high-tech enterprises and
other tax reductions. Any termination or significant reduction in the preferential tax treatment we
currently enjoy may adversely affect our results of operation and financial position. Please refer to the
section headed “Risk Factors—Risks Relating to the PRC—Under the PRC Enterprise Income Tax
Law, we may cease to be classified as a “high-tech” enterprise of the PRC and thus could result in
unfavorable tax consequences to us.”

Note : according to the management accounts of such Joint Factories.
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RESULTS OF OPERATION
Four Months Ended April 30, 2019 Compared to Four Months Ended April 30, 2018
Revenue

Our total revenue significantly increased by 81.8% to RMB646.0 million for the four months
ended April 30, 2019 from RMB355.3 million for the four months ended April 30, 2018.

Four months ended April 30,

2018 2019
(RMB’000) % (RMB’000) %
(unaudited)

Revenue:

PCunit manufacturing ......... .. .. ... .. . . 132,517 37.3 350,651 54.3
PC equipment manufacturing .. ........... .. .. ... .. .. 196,818 55.4 218,429 33.8
Construction CONtracting .. ...........ouuininenernenenennennnns 25,973 7.3 76,929 11.9
Total .. ... e 355,308 100.0 646,009 100.0

For the four months ended April 30, 2019, the revenue from the PC unit manufacturing
business significantly increased by 164.6% to RMB350.7 million from RMB132.5 million for the
four months ended April 30, 2018, primarily due to the significant increase in the sales volume of PC
units from 50,415 cubic meters for the four months ended April 30, 2018 to 128,439 cubic meters for
the four months ended April 30, 2019, as well as the slight increase of average unit price of PC units
from RMB2,629 per cubic meter for the four months ended April 30, 2018 to RMB2,730 per cubic
meter for the four months ended April 30, 2019 as a result of the increase in price of raw materials and
the increase in sales volume in Tianjin, Hangzhou and Shanghai, where the PC units were sold at
relatively higher average unit prices.

For the four months ended April 30, 2019, the revenue from the PC equipment manufacturing
business increased by 11.0% to RMB218.4 million from RMB196.8 million for the four months ended
April 30, 2018. Before deducting our unrealized internal revenue derived from our transactions with
the Joint Factories under the equity method, the revenue from the PC equipment manufacturing
business for the four months ended April 30, 2019 decreased by 23.2% to RMB237.5 million from
RMB309.4 million for the four month ended April 30, 2018, primarily due to the decreased average
selling priceNore of the PC equipment from RMB19.3 million per production line for the four months
ended April 30, 2018 to RMB18.3 million per production line for the four months ended April 30,
2019, as well as the decreased sales volume of PC equipment to the Joint Factories from 16 production
lines for the four months ended April 30, 2018 to 13 production lines for the four months ended
April 30, 2019. The decreased average selling price for the four months ended April 30, 2019 was
caused by a discounted selling price we offered to one existing Joint Factory to expand its production
capacity.

For the four months ended April 30, 2019, the revenue from the construction contracting
business significantly increased by 196.2% to RMB76.9 million from RMB26.0 million for the
four months ended April 30, 2018, primarily due to the increased amount of construction work
completed for the four months ended April 30, 2019 as compared to the four months ended April 30,
2018.

Note : The average selling price of the PC equipment equals to the revenue from the PC equipment manufacturing business before deducting

our unrealized internal revenue derived from our transactions with the Joint Factories under the equity method divided by the sales volume of
the PC equipment.
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Cost of sales

Our cost of sales significantly increased by 92.3% to RMB483.2 million for the four months
ended April 30, 2019 from RMB251.3 million for the four months ended April 30, 2018.

Four months ended April 30,

2018 2019
(RMB’000) %  (RMB’000) %
(unaudited)

Cost of sales:

PCunit manufacturing ......... ... ... .. .. .. . 109,165 434 278,863 57.7
PC equipment manufacturing .. ......... ... .. ... ... ... 122,380 48.7 146,348 30.3
Construction CONtracting .. ...........ouuininennrnenenennennnns 19,743 7.9 57,962 12.0
Total .. ... 251,288 100.0 483,173 100.0

For the four months ended April 30, 2019, our cost of sales for the PC unit manufacturing
business significantly increased by 155.5% to RMB278.9 million from RMB109.2 million for the
four months ended April 30, 2018, primarily due to the significant increase in our sales volume of PC
units by 154.8% for the four months ended April 30, 2019 as compared to the four months ended
April 30, 2018.

For the four months ended April 30, 2019, our cost of sales for the PC equipment
manufacturing business increased by 19.6% to RMB146.3 million from RMB122.4 million for the
four months ended April 30, 2018, primarily due to the increase in price of OEM services.

For the four months ended April 30, 2019, our cost of sales for the construction contracting
business significantly increased by 193.6% to RMBS58.0 million from RMB19.7 million for the
four months ended April 30, 2018, which was in line with the increase in our revenue from
construction contracting business resulting from the increase in the amount of work completed for
projects entered into before 2016.

Gross profit and gross profit margin

Our overall gross profit increased by 56.5% to RMB162.8 million for the four months ended
April 30,2019 from RMB104.0 million for the four months ended April 30, 2018.

Four months ended April 30,

2018 2019
Gross Gross
Gross profit Gross profit
Profit Percentage margin Profit Percentage margin
(RMB’000) % % (RMB’000) % %
(unaudited)
PC unit manufacturing .................... 23,353 22.4 17.6 71,788 44.1 20.5
PC equipment manufacturing . .............. 74,437 71.6 37.8 72,082 443 33.0
Construction contracting .................. 6,230 6.0 24.0 18,966 11.6 24.7
Total ...... ... .. .. .. .. . L. 104,020 100.0 293 162,836 100.0 25.2

The gross profit from our PC unit manufacturing business significantly increased by 207.4%
from RMB23.4 million for the four months ended April 30, 2018 to RMB71.8 million for the
four months ended April 30, 2019. The gross profit margin of our PC unit manufacturing business
increased from 17.6% for the four months ended April 30, 2018 to 20.5% for the four months ended
April 30, 2019. The increase in the gross profit of our PC unit manufacturing business was primarily
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due to the significant increase in our revenue, as well as the increased gross profit margin as a result of
the increase in the unit price of PC units sold while the average cost per unit remained relatively stable.

The gross profit from our PC equipment manufacturing business slightly decreased by 3.2%
from RMB74.4 million for the four months ended April 30, 2018 to RMB72.1 million for the
four months ended April 30, 2019. The gross profit margin of our PC equipment manufacturing
business decreased from 37.8% for the four months ended April 30, 2018 to 33.0% for the four months
ended April 30, 2019. The decrease in the gross profit and gross profit margin of our PC equipment
manufacturing business is primarily due to the decreased average selling price for the four months
ended April 30, 2019 caused by a discounted selling price we offered to one existing Joint Factory to
expand its production capacity.

The gross profit from our construction contracting business increased by 204.4% from RMB6.2
million for the four months ended April 30, 2018 to RMB19.0 million for the four months ended
April 30, 2019, primarily due to the increase of the amount of construction work completed for the
four months ended April 30, 2019 as compared to the four months ended April 30, 2018. The gross
profit margin of our construction contracting business was 24.0% for the four months ended April 30,
2018 and 24.7% for the four months ended April 30, 2019, remaining relatively stable.

In view of the reasons above, our gross profit margin decreased from 29.3% for the four months
ended April 30, 2018 to 25.2% for the four months ended April 30, 2019.

Valuation gains from investment properties

We did not record valuation gains from investment properties for the four months ended
April 30, 2019 while for the four months ended April 30, 2018, we recorded valuation gains from
investment properties of RMB40.5 million, primarily due to the significant increase of real estate price
as a result of development of ancillary facilities surrounding our properties for the four months ended
April 30, 2018.

Other income

Other income decreased from RMB15.5 million for the four months ended April 30, 2018 to
RMBI11.6 million for the four months ended April 30, 2019, primarily due to the decrease of VAT
refund for the four months ended April 30, 2019 as compared to the four months ended April 30, 2018.

Sales and distribution expenses

Sales and distribution expenses significantly increased by 100.6% from RMB30.8 million for
the four months ended April 30, 2018 to RMB61.7 million for the four months ended April 30, 2019,
representing 8.7% and 9.6% of our revenue during the respective period. The significant increase in the
sales and distribution expenses was primarily due to (i) the significant increase in freight fee as a result
of the significant increase in the sales volume of our PC units; (ii) the increase in after-sale service fee
as a result of one-off repair fee for one construction project; and (iii) the increase in staff remuneration
primarily attributable to the increase in remuneration for sales and marketing personnel in the PC unit
manufacturing business.

General and administrative expenses

For the four months ended April 30, 2018 and 2019, our general and administrative expenses
were RMB58.0 million and RMB68.4 million respectively, an increase of 17.9%, representing 16.3%
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and 10.6% of our revenue during the respective period. The increase of general and administrative
expenses was primarily due to (i) the increase of bad debt provision as a results of the increased
balances of trade debtors and bills receivable and aging of the trade debtors and bills receivable; and
(i1) the increase of staff remuneration, partially offset by the decrease in business taxes and surcharges
for the four months ended April 30, 2019 as compared to the four months ended April 30, 2018 due to
the decrease in VAT paid during the period, as the PRC’s urban maintenance and construction tax,
education fee surcharge and local education surcharge, which together constitute the main part of
business taxes and surcharges, are levied based on the actual payment of VAT. In January 2018, we
incurred VAT payment of RMB80.4 million, as opposed to that of RMB6.2 million in January 2019,
mainly due to the fact that we issued VAT invoices for prepayments received from certain customers in
December 2017 (our VAT payment obligation arose on the date when these invoices were issued and
was due in the following month pursuant to the applicable PRC tax laws) and the available purchase
related VAT offset the sales related VAT in December 2017 and 2018.

Research and development expenses

Research and development expenses slightly decreased from RMB39.7 million for the four
months ended April 30, 2018 to RMB38.0 million for the four months ended April 30, 2019, remaining
relatively stable.

Finance costs

Finance costs increased by 37.2% from RMB24.9 million for the four months ended April 30,
2018 to RMB34.1 million for the four months ended April 30, 2019, primarily due to the increase in
our borrowings.

Share of profits less losses of associates

Our share of losses of associates (less profits) decreased by 31.6% from RMB38.5 million for
the four months ended April 30, 2018 to RMB26.3 million for the four months ended April 30, 2019,
primarily due to the improved financial performance of the Joint Factories that were recorded as our
associates.

Gains on loss of significant influence in associates

We recorded gains on loss of significant influence in associates of RMB70.6 million and
RMB87.3 million for the four months ended April 30, 2018 and April 30, 2019, respectively, from the
remeasurement of Joint Factories that we had made capital contribution to in the respective period.

Gains on disposal of partial interest in associates

For the four months ended April 30, 2019, we recorded gains on disposal of partial interest in
associates of RMB7.6 million because we disposed part of our equity interest in one Joint Factory to a
third party. We did not record gains on disposal of partial interest in associates for the four months
ended April 30, 2018.

Gains on disposal of associates

For the four months ended April 30, 2019, we recorded gains on disposal of associates of
RMBS512 due to the deregistration of one associate. For the four months ended April 30, 2018, we
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recorded gains on disposal of associates of RMB11.5 million due to the disposal of one associate as we
ceased to produce one of our products.

Profit before taxation

Our profit before tax decreased from RMBS50.3 million for the four months ended April 30,
2018 to RMB40.8 million for the four months ended April 30, 2019.

Income tax

Our income tax decreased by 56.7% from RMBI12.8 million for the four months ended
April 30, 2018 to RMBS5.5 million for the four months ended April 30, 2019, primarily due to
(1) decrease in profit before tax; (ii) increase in non-taxable gains on loss of significant influence in
associates; and (iii) increase in non-taxable share of profits less losses of associates. Our effective tax
rates for the four months ended April 30, 2018 and 2019 were 25.5% and 13.6%, respectively. Our
effective tax rate substantially decreased primarily due to the decrease in our income tax.

Profits for the period

In view of the reasons above, our profit for the period remained relatively stable at RMB37.5
million and RMB35.2 million for the four months ended April 30, 2018 and 2019.

2018 Compared to 2017
Revenue

Our total revenue increased by 17.2% to RMB2,269.1 million in 2018 from
RMBI1,935.7 million in 2017.

2017 2018
(RMB’000) %  (RMB’000) %
Revenue:
PCunit manufacturing ........... ... ... . ... . 891,159  46.0 854,334  37.7
PC equipment manufacturing ................. .. .. ... ..., 836,196 432 1,226,268 54.0
Construction CoNtracting . . .........uutvt et 208,334  10.8 188,527 8.3
Total .. ... . 1,935,689 100.0 2,269,129 100.0

In 2018, the revenue from the PC unit manufacturing business slightly decreased by 4.1% to
RMB854.3 million from RMB891.2 million in 2017, primarily due to the decrease in sales volume of
PC units from 378,852 cubic meters in 2017 to 294,160 cubic meters in 2018 as a result of the decrease
of the demand for PC units caused by the delay of the construction progress of our certain clients’
construction projects as well as the decrease in construction activity in certain regions in the PRC,
which was partially offset by the increase of average unit price of PC units from RMB2,352 per cubic
meter in 2017 to RMB2,904 per cubic meter in 2018 as a result of the increased cost of raw materials
(mainly cement).

In 2018, revenue from the PC equipment manufacturing business increased by 46.7% to
RMBI1,226.3 million from RMB836.2 million in 2017, primarily due to (i) the increased sales volume
of PC equipment to the Joint Factories from 70 production lines in 2017 to 82 production lines in 2018
as a result of the increased demand from the increased number of Joint Factories along with our

250



FINANCIAL INFORMATION

expansion of the Joint Factories network; and (ii) the increased average selling priceNoe of the PC
equipment from RMB18.1 million per production line in 2017 to RMB19.0 million per production line
in 2018 which reflected the increased fees charged for the intellectual property right we provided as a
value-added service.

In 2018, revenue from our construction contracting business decreased by 9.5% to
RMBI188.5 million from RMB208.3 million in 2017, primarily due to the decrease of the amount of
construction work completed in 2018 as compared to that of in 2017 as a result of (i) the change of our
business focus from construction contracting business to the PC unit manufacturing business and the
PC equipment manufacturing business; and (ii) the completion of construction projects on hand.

Cost of sales

Our cost of sales increased by 25.5% from RMBI1,230.8 million in 2017 to RMB1,544.6
million in 2018.

2017 2018
(RMB’000) %  (RMB’000) %

Cost of sales:

PCunit manufacturing ........ .. ... . . .. 606,622 493 650,691 42.1
PC equipment manufacturing .......... ... .. .. .. .. ... 474,730  38.6 759,864  49.2
Construction CONtracting . .. ..........oouuumininen .. 149,407 12.1 134,027 8.7
Total .. ... . 1,230,759 100.0 1,544,582 100.0

In 2018, our cost of sales from the PC unit manufacturing business increased by 7.3% to
RMB650.7 million from RMB606.6 million in 2017, primarily due to (i) the increase of labor cost and
depreciation and amortization as a result of our business expansion; and (ii) the increase in raw
material prices (mainly cement).

In 2018, our cost of sales from the PC equipment manufacturing business increased by 60.1%
to RMB759.9 million from RMB474.7 million in 2017, primarily due to the increased number of Joint
Factories as a result of our expansion in Joint Factories network and the increase in price of OEM
service caused by the increase of bulk commodity prices (mainly steel) in the market.

In 2018, our cost of sales from construction contracting business decreased by 10.3% to
RMB134.0 million from RMB149.4 million in 2017, which is in line with the decrease of the revenue
from our construction contracting business due to (i) the change of our business focus from
construction contracting business to the PC unit manufacturing business and the PC equipment
manufacturing business; and (ii) the completion of construction projects on hand.

Note: the average selling price of the PC equipment equals to the revenue from the PC equipment manufacturing business
before deducting our unrealized internal revenue derived from our transactions with the Joint Factories under the equity
method divided by the sales volume of the PC equipment.
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Gross profit and gross profit margin

Our overall gross profit slightly increased from RMB704.9 million in 2017 to RMB724.5
million in 2018, remaining relatively stable.

2017 2018
Gross Gross
profit profit
Gross profit Percentage margin Gross profit Percentage margin
(RMB’000) % % (RMB’000) % %
PC unit manufacturing ................... 284,537 40.4 31.9 203,643 28.1 23.8
PC equipment manufacturing ............. 361,466 51.2 432 466,404 64.4 38.0
Construction contracting ................. 58,927 8.4 28.3 54,500 7.5 28.9
Total ....... ... .. .. .. .. . .. ... ... 704,930 100.0 36.4 724,547 100.0 31.9

The gross profit from our PC unit manufacturing business decreased by 28.4% from RMB284.5
million in 2017 to RMB203.6 million in 2018. The gross profit margin of our PC unit manufacturing
business decreased from 31.9% in 2017 to 23.8% in 2018. The decrease in the gross profit and gross
profit margin of our PC unit manufacturing business is primarily due to (i) the increase in prices of raw
materials including steel, cement and gravel in 2018 while our ability to timely and fully adjust
contract price is limited by certain pre-determined price contracts; (ii) the increase of depreciation as a
result of the increasing number of equipment for the purpose of our business expansion, while the
utilization of these equipment remained relatively low; and (iii) the increase in the salaries of
production personnel as a result of our business expansion.

The gross profit from our PC equipment manufacturing business increased by 29.0% from
RMB361.5 million in 2017 to RMB466.4 million in 2018, primarily due to the increased number of
Joint Factories as a result of the expansion of Joint Factories network, which thereby increased our
sales to the Joint Factories. The gross profit margin of our PC equipment manufacturing business
decreased from 43.2% in 2017 to 38.0% in 2018, primarily due to the increase in OEM service fees as
a result of the increase of bulk commodity prices (mainly steel) in the market.

The gross profit from our construction contracting business slightly decreased from RMB58.9
million in 2017 to RMB54.5 million in 2018 which is in line with the decrease in our revenue. The
gross profit margin of our constructing contracting business remained relatively stable for the same
year.

In view of the reasons above, our gross profit margin decreased from 36.4% in 2017 to 31.9%
in 2018.

Valuation gains from investment properties

The valuation gains from investment properties increased significantly from RMB14.0 million
in 2017 to RMB53.9 million in 2018, primarily due to the significant increase of real estate price as a
result of development of ancillary facilities surrounding our properties.

Other income

Other income has decreased from RMBS53.1 million in 2017 to RMB32.0 million in 2018. The
decrease is primarily due to the decrease of subsidies from the government, the decrease of VAT
refund as a result of the decrease of VAT payment for the year, partially offset by the decrease of loss
on disposal of assets.
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Sales and distribution expenses

In 2017 and 2018, our sales and distribution expenses were RMB110.6 million and
RMBI111.7 million respectively, representing 5.7% and 4.9% respective of our revenue during the
same year. The decrease of the percentage of sales and distribution expenses in our revenue during in
2018 as compared to that of 2017 was primarily due to the increase of our revenue in 2018 as
compared to that in 2017.

General and administrative expenses

In 2017 and 2018, our general and administrative expenses were RMB174.0 million and
RMB229.2 million respectively, representing 9.0% and 10.1% respective of our revenue during the
same year. The increase of general and administrative expenses was primarily due to (i) the increase of
bad debt provision from contract assets, trade receivables, bills receivable and other receivables, as a
result of the long aging of such assets; and (ii) the increase of office and travel expenses during the
same year.

Research and development expenses

In 2017 and 2018, our research and development expenses were RMBI115.1 million and
RMB126.0 million respectively, representing 5.9% and 5.5% respective of our revenue during the
same year. The increase of research and development expenses was primarily due to the significant
increase in research and development expenditure attributable to the accelerated development of new
products and the PC-CPS, the effect of which was partially offset by the increase in capitalization of
research and development expenditure in line with the progress of research and development.

Finance costs

Finance costs decreased by 6.4% from RMB77.4 million in 2017 to RMB72.4 million in 2018,
primarily due to the decrease in interest on discounted bills.

Share of profits less losses of associates

Our share of losses of associates (less profits) increased by 41.0% from RMB69.7 million in
2017 to RMB98.3 million in 2018, primarily due to the expansion of Joint Factories network, and the
fact that some of the Joint Factories were under construction or trial operation or still in ramp-up
period.

Gains on disposal of subsidiaries

In 2017 and 2018, we recorded gains from disposal of subsidiaries of RMB13.5 million and
RMB108.4 million respectively. The increase in gains from disposal of subsidiaries was primarily due
to the disposal of three subsidiaries in 2018.

Gains on loss of significant influence in associates

In 2018, we recorded gains on loss of significant influence in associates of RMB261.5 million,
primarily due to loss of significant influence in our associates, i.e. 30 Joint Factories that we had made
capital contribution to that were remeasured as financial assets at fair value through profit or loss in
2018.
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Gains on disposal of associates

In 2018, we recorded gains on disposal of associates of RMB11.5 million due to the disposal of
one associate as we ceased to produce one of our products. No gains or losses on disposal of associates
were recorded in 2017.

Profit before taxation

Our profit before tax significantly increased from RMB238.7 million in 2017 to
RMB554.3 million in 2018, primarily due to (i) our further business expansion in 2018; (ii) the gains
on loss of significant influence in associates as a result of the remeasurement of 30 Joint Factories that
we had made capital contribution to as financial assets at fair value through profit or loss in 2018; and
(iii) the gains on disposal of subsidiaries and associates of RMB119.9 million in total in 2018.

Income tax

Our income tax increased by 25.2% from RMB70.3 million in 2017 to RMB88.0 million in
2018, primarily due to the increase in our profit before taxation along with our business expansion. Our
effective tax rates in 2017 and 2018 were 29.4% and 15.9%, respectively. Our effective tax rate
substantially decreased primarily due to the fact that gains on loss of significant influence in associates
was not taxable.

Profits for the year

In view of the reasons above, our net profit significantly increased from RMB168.4 million in
2017 to RMB466.3 million in 2018.

2017 Compared to 2016
Revenue

Our total revenue increased by 15.8% from RMBI1,671.5 million in 2016 to
RMB1,935.7 million in 2017.

2016 2017
(RMB’000) %  (RMB’000) %
Revenue:
PCunit manufacturing .......... .. ... ... ... . 441,887 264 891,159 46.0
PC equipment manufacturing . .............. ... .. .. 330,411  19.8 836,196 43.2
Construction Contracting . .. ...........uureininenenennenennnn.. 899,197 53.8 208,334  10.8
Total . ... ... 1,671,495 100.0 1,935,689 100.0

In 2017, our revenue from PC unit manufacturing business increased by 101.7% to RMB891.2
million from RMB441.9 million in 2016, primarily due to (i) the significant increase in sales volume of
PC units from 191,800 cubic meters in 2016 to 378,852 cubic meters in 2017, which was attributable to
the growth of our PC unit manufacturing business along with the significant growth of prefabricated
construction market in the PRC as a result of promotion of prefabricated buildings by the government;
and (2) the increase in the unit price of PC units from RMB2,304 per cubic meter in 2016 to
RMB2,352 per cubic meter in 2017 as a result of the increased price of raw material (mainly cement).

In 2017, our revenue from the PC equipment manufacturing business increased by 153.1% to
RMBS836.2 million from RMB330.4 million in 2016, mainly because (i) the significant increase in

254



FINANCIAL INFORMATION

sales volume of PC equipment to the Joint Factories from 28 production lines in 2016 to 70 production
lines in 2017 as a result of increased number of Joint Factories along with the expansion of Joint
Factories network; and (ii) the slight increase in the average selling price’er of the PC equipment from
RMB18.0 million per production line in 2016 to RMB18.1 million per production line in 2017.

In 2017, our revenue from our construction contracting business decreased by 76.8% to
RMB208.3 million from RMB899.2 million in 2016, primarily due to (i) the change of our business
focus from the construction contracting business to the PC unit manufacturing business and the PC
equipment manufacturing business; and (ii) the completion of construction projects on hand.

Cost of sales

Our cost of sales increased by 15.1% from RMBI1,069.0 million in 2016 to
RMBI1,230.8 million in 2017.

2016 2017
(RMB’000) %  (RMB’000) %

Cost of sales:

PCunit manufacturing .......... .. ... .. .. .. . 264,239 247 606,622 49.3
PC equipment manufacturing ................. .. .. .. ... .. ... ... 195,198 18.3 474,730  38.6
Construction contacting . . .. .....o.vtit e 609,575 57.0 149,407 12.1
Total ... .. . 1,069,012 100.0 1,230,759 100.0

In 2017, our cost of sales of PC unit manufacturing business increased by 129.6% to
RMB606.6 million from RMB264.2 million in 2016, primarily due to the significant increase of the
sales volume of the PC units, which was in line with the significant growth of prefabricated
construction market in the PRC as a result of promotion of prefabricated buildings by the government,
and the increase in price of raw material (especially cement and steel).

In 2017, our cost of sales of PC equipment manufacturing business increased by 143.2% to
RMB474.7 million from RMB195.2 million in 2016, primarily due to the significant increase of the
sales volume of the PC equipment which was in line with the significant growth of prefabricated
construction market in the PRC as a result of promotion of prefabricated buildings by the government.

In 2017, our cost of sales of construction contracting business decreased by 75.5% from
RMB609.6 million in 2016 to RMB149.4 million primarily due to a decrease in demand for raw
materials and staff as a result of the decrease of construction works resulting from the change of
business focus from the construction contracting business to the PC unit manufacturing business and
the PC equipment manufacturing business and the completion of construction projects on hand.

Gross profit and gross profit margin

Our overall gross profit increased by 17.0% from RMB602.5 million in 2016 to
RMB704.9 million in 2017. The overall gross profit margin remained stable at 36.0% in 2016 and
36.4% in 2017.

Note: the average selling price of the PC equipment production lines equals to the revenue from the PC equipment manufacturing business
before deducting our unrealized internal revenue derived from our transactions with the Joint Factories under the equity method divided by

the sales volume of the PC equipment production lines.
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2016 2017
Gross Gross
profit Gross profit
Gross profit Percentage margin profit Percentage margin
(RMB’000) % % (RMB’000) % %
PC unit manufacturing ................... 177,648 29.5 40.2 284,537 40.4 31.9
PC equipment manufacturing .............. 135,213 22.4 409 361,466 51.2 43.2
Construction contracting .................. 289,622 48.1 322 58,927 8.4 28.3
Total .......... ... ... . ... ... .. .. ... 602,483 100.0 36.0 704,930 100.0 36.4

Our gross profit for PC unit manufacturing business increased by 60.2% from RMB177.6
million for the year ended December 31, 2016 to RMB284.5 million for the year ended December 31,
2017, primarily due to the increase in the revenue of PC units manufacturing business. In 2017, our
gross profit margin of PC unit manufacturing business decreased to 31.9% from 40.2% in 2016,
primarily because (i) our labor costs and depreciation and amortization increased as a result of business
expansion; and (ii) our raw material prices increased as a result of increase of market price of bulk
commodity.

Our gross profit for PC equipment manufacturing business increased by 167.3% from
RMB135.2 million for the year ended December 31, 2016 to RMB361.5 million for the year ended
December 31, 2017, which was in line with the increase in the revenue of the PC equipment
manufacturing business. The gross profit margins of our PC equipment manufacturing business
increased from 40.9% in 2016 to 43.2% in 2017, primarily due to the increase in business volume as a
result of significant growth of PC unit manufacturing market driven by the introduction of supportive
government policy.

Our gross profit for construction contracting business significantly decreased from RMB289.6
million for the year ended December 31, 2016 to RMBS58.9 million for the year ended December 31,
2017, which was in line with the decrease in revenue. In 2016 and 2017, the gross profit margin of our
construction contracting business remained relatively stable.

Sales and distribution expenses

In 2016 and 2017, our sales and distribution expenses were RMBS80.3 million and
RMB110.6 million, respectively, representing 4.8% and 5.7% of our revenue during the same year.
The increase of sales and distribution expenses was primarily due to (i) the increase in sales volume of
PC units, resulting in an increase of transportation expenses; and (ii) the expansion of our business,
which caused an increase of sales activities and resulted in an increase of number of employees and
their remuneration.

General and administrative expenses

In 2016 and 2017, our general and administrative expenses were RMB161.2 million and
RMB174.0 million, respectively, representing 9.6% and 9.0% of our revenue during the same year.
The increase of general and administrative expenses was primarily due to the increase of bad debt
provision from contract assets, trade receivables, bill receivables and other receivables. The increase of
asset impairment losses is primarily due to the long aging of relevant contract assets, accounts
receivables and bill receivables.
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Research and development expenses

In 2016 and 2017, our research and development expenses were RMB96.4 million and
RMBI115.1 million, respectively, representing 5.8% and 5.9% respective of our revenue during the
same year. The increase of research and development expenses was primarily due to (i) the increase in
number of research and development projects which were related to the production and installation of
prefabricated panels; and (ii) the increase in number of our research and development personnel as well
as the increase in investment on respective ancillary research and development facilities.

Finance costs

Our finance costs increased by 39.9% from RMB55.3 million in 2016 to RMB77.4 million in
2017, primarily due to the expansion of our business during the period, resulting in the increase of our
outstanding balance of borrowings as well as the increase in interest expenses accordingly.

Share of profits less losses of associates

Our share of loss of associates (less profits) significantly increased from RMB17.1 million in
2016 to RMB69.7 million in 2017, primarily due to the expansion of the Joint Factories network, and
the fact that some of the Joint Factories were under construction or trial operation.

Gains on disposal of subsidiaries

We recorded gains on disposal of subsidiaries of RMB13.5 million in 2017 since our equity
interest in one of our wholly-owned subsidiaries was diluted, which resulted in our lost of control of
the such company. In 2016, we did not record any gains on disposal of subsidiaries.

Profit before tax

Our profit before tax slightly decreased from RMB242.9 million in 2016 to RMB238.7 million
in 2017.

Income tax

Our income tax increased by 55.1% from RMB45.3 million in 2016 to RMB70.3 million in
2017. The effective tax rates in 2016 and 2017 were 18.6% and 29.4%, respectively. The increase of
our effective tax rate was primarily attributable to the significant increase in temporary difference for
which no deferred tax assets was recognized, and partially offset by tax effect of tax concession.

Profit for the year

In view of the above reasons, our net profit has decreased by 14.8% from RMB197.6 million in
2016 to RMB168.4 million in 2017.

LIQUIDITY AND CAPITAL RESOURCES

We have historically met our liquidity requirements through cash flow generated from
operation and financing. Our primary liquidity requirements are to finance working capital, fund the
payment of interest and principal due on our indebtedness and fund capital expenditures and growth
and expansion of our facilities and operations. Going forward, we expect these requirements will
continue to be our primary liquidity requirements, and we may use a portion of the proceeds from the
Global Offering to finance part of the capital requirements.
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As of August 31, 2019 (being the latest practicable date to determine our indebtedness), our
banking facilities was approximately RMB4,460.0 million, of which approximately RMB1,347.0
million remained unutilized, and our cash and cash equivalents amounted to RMB308.6 million.

Cash Flow
The following table sets forth the summary of our cash flow for the indicated periods:

Four months ended

Year ended December 31, April 30,
2016 2017 2018 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Net cash generated from operating activities . . . .. 497,484 883,488 618,296 218,009 120,589
Net cash used in investing activities ............ (576,501) (1,105,251) (785,560) (521,074) (286,929)
Net cash generated from/(used in) financing
ACHVILIES ..ot 217,813 617,916 (212,203) (90,381) 164,791
Cash and cash equivalents at the beginning of the
year/period . ... ... .. 140,993 279,789 675,942 675,942 296,475
Cash and cash equivalents at the end of the year/
period .. ... 279,789 675,942 296,475 282,496 294,926

Net cash generated from operating activities

Net cash generated from operating activities mainly consists of profit before tax adjusted for
non-cash items, such as depreciation of property, plant and equipment, amortization of lease
prepayments and intangible assets and finance costs, and the effects of changes in working capital,
such as the increase or decrease in inventories, trade and bill receivables, contract assets, contract
liabilities and other receivables as well as trade and other payables.

Cash flow from operating activities may be significantly affected by factors such as the timing
of collections of trade and bill receivables, advances from customers and amounts of trade and other
payables in the ordinary course of business.

For the four months ended April 30, 2019, we recorded net cash generated from operating
activities of RMB120.6 million, primarily as a result of the cash inflow from operating activities before
the movement in working capital of RMB72.5 million, and adjusted for: (i) the decrease in contract
assets of RMB104.6 million, primarily due to the certification of contract assets of projects; and (ii) the
increase in contract liabilities of RMB18.4 million, primarily due to the increase in the prepayment
received as a result of the growth of our PC unit manufacturing business, the effects of which were
partially offset by (i) the increase in inventories of RMB32.8 million, primarily due to our increased
production volume of PC units; and (ii) the decrease in trade and other payables of RMB29.8 million,
primarily due to the settlement between the suppliers and us for the four months ended April 30, 2019.

In 2018, we recorded net cash generated from operating activities of RMB618.3 million,
primarily as a result of the cash inflow from operating activities before the movement in working
capital of RMB503.4 million, and adjusted for: (i) a decrease of inventories of RMB203.8 million,
primarily due to the application of PC-CPS and the commencement of production of several Joint
Factories, resulting in decrease in finished products of PC equipment in our inventory; and (ii) a
decrease of contract assets of RMB187.1 million, primarily due to the completion of projects, the
effects of which were partially offset by (i) the decrease in contract liabilities of RMB230.9 million,
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primarily due to the increased recognition of revenue as a result of the completion of certain projects,
which offset our contract liabilities; and (ii) income tax paid of RMB95.1 million.

In 2017, we recorded net cash generated from operating activities of RMB883.5 million,
primarily as a result of the cash inflow from operating activities before the movement in working
capital of RMBS508.1 million, and adjusted for: (i) a decrease of contract assets of RMB515.5 million,
primarily due to the completion of projects; (ii) an increase of trade and other payables of RMB191.2
million, primarily due to the increase in payables to third parties as a result of the increase in business
volume; and (iii) an increase of contract liabilities of RMB224.9 million, primarily as a result of the
growth of business volume, the effects of which were partially offset by (i) an increase of trade and
other receivables of RMB360.9 million primarily due to increase in our business volume and (ii) an
increase of inventories of RMB151.5 million primarily due to increase in our business volume.

In 2016, we recorded net cash generated from operating activities of RMB497.5 million,
primarily as a result of the cash inflow generated from operating activities before the movement in
working capital of RMB420.2 million, and adjusted for: (i) a decrease of contract assets of
RMB134.8 million, primarily due to the completion of projects; (ii) an increase of trade and other
payables of RMB135.6 million, primarily as a result of the increase in business volume; and (iii) an
increase of contract liabilities of RMB373.4 million, primarily due to the increase in advances received
as a result of the growth of business volume, the effects of which were partially offset by (i) an
increase of trade and other receivables of RMB306.1 million primarily due to increase in our business
volume and (ii) an increase of inventories of RMB207.5 million primarily due to increase in our
business volume. For details of reasons for the increase of trade and other receivables and inventories
in the indicated period, please refer to the sections headed “—Liquidity and Capital Resources—
Inventories” and “—Liquidity and Capital Resources—Trade and Other Receivables.”

Net cash used in investing activities

Our cash outflow from investing activities primarily consists of payment for the purchase of
property, plant and equipment, lease prepayment and intangible assets and payment for investment in
associates. Our cash inflow from investing activities primarily consists of proceeds from disposal of
property, plant and equipment and interest received.

For the four months ended April 30, 2019, we recorded net cash outflow from investing
activities of RMB286.9 million, primarily due to (i) payment for purchases of property, plant and
equipment, lease prepayments and payment of intangible assets of RMB247.4 million; (ii) payment for
purchase of financial assets at fair value through profit or loss of RMB63.2 million; and (iii) payment
for interest in associates of RMB39.1 million, the effects of which were partially offset by (i) proceeds
from sales of investments in subsidiaries of RMB46.6 million and (ii) proceeds from sales of interest in
associates of RMB15.0 million.

For the year ended December 31, 2018, we recorded net cash outflow from investing activities
of RMB785.6 million, primarily due to (i) purchases of property, plant and equipment, lease
prepayment and payment of intangible assets of RMB524.9 million; (ii) payment of investment in
associates of RMB359.0 million; and (iii) payment for purchase of financial assets at fair value through
profit or loss of RMB91.0 million, the effects of which were partially offset by proceeds of
RMB144.9 million from disposal of subsidiaries.
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In 2017, we recorded net cash outflow from investing activities of RMB1,105.3 million,
primarily due to (i) purchases of property, plant and equipment and payment of intangible assets of
RMB343.4 million; and (ii) payment of investment in associates of RMB749.0 million.

In 2016, we recorded net cash outflow from investing activities of RMB576.5 million,
primarily due to (i) purchases of property, plant and equipment and payment of intangible assets of
RMB208.0 million; and (ii) payment of investment in associates of RMB361.3 million.

Net cash generated from/(used in) financing activities

Our cash inflow generated from financing activities primarily consists of interest-bearing
borrowings. Our cash outflow generated from financing activities primarily consists of interest
expenses and financing leases expenses.

For the four months ended April 30, 2019, we recorded net cash inflow from financing
activities of RMB164.8 million, primarily due to the proceeds from loans and borrowings of
RMB622.1 million, the effects of which were partially offset by (i) the repayment of loans and
borrowings of RMB416.1 million and (ii) the payment of lease liabilities of RMBS§.6 million.

For the year ended December 31, 2018, we recorded net cash outflow used in financing
activities of RMB212.2 million, primarily due to (i) repayment of loans and borrowings of
RMB1,434.0 million; (ii) payment for dividends of RMB304.7 million; and (iii) interest paid of
RMB95.8 million, the effects of which were partially offset by proceeds from loans and borrowings of
RMBI1,622.3 million.

In 2017, we recorded net cash inflow from financing activities of RMB617.9 million, primarily
due to (i) the addition of bank loans and other borrowings of RMB2,081.3 million; and (ii) the capital
injection of RMB661.5 million, the effects of which were partially offset by (i) repayment of loans and
borrowings of RMB1,946.3 million; (ii) payment of interest of RMB109.9 million; and (iii) payment
for finance lease arrangement of RMB68.6 million.

In 2016, we recorded net cash inflow from financing activities of RMB217.8 million, mainly
due to (i) an addition of bank loans and other borrowings of RMB1,938.7 million, the effects of which
were partially offset by (i) the repayment of loans and borrowings of RMB1,500.1 million;
(i1) payment of interest of RMB98.2 million; and (iii) payment of finance lease arrangement of
RMB122.5 million.

Capital Expenditures

In the past, we incurred capital expenditures primarily for purchase of property, plant and
equipment, lease prepayments and intangible assets, purchase of investment property, purchase of
financial assets at fair value through profit or loss, and payment for interest in associates. Our capital
expenditures were RMB586.0 million, RMB1,120.4 million, RMB975.0 million and RMB349.7
million, respectively in 2016, 2017 and 2018 and the four months ended April 30, 2019.
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The following table sets forth the components of our capital expenditure for the indicated
periods:

Year ended December 31, Four months ended April 30,
2016 2017 2018 2018 2019

(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)

Payment for purchase of property, plant and
equipment, lease prepayments and intangible

ASSCLS .« .t (207,987)  (343,390) (524,934) (202,081) (247,388)
Payment for purchase of investment property ...  (16,645) — — — —
Payment for purchase of financial assets at fair

value through profitorloss ............... — (28,000) (91,049) (152,721) (63,185)
Payment for interest in associates ............ (361,346)  (748,967) (359,007) (172,973) (39,133)
Total ....... ... .. .. ... ... .. (585,978) (1,120,357) (974,990) (527,775) (349,706)

We estimate the capital expenditures for the year ending December 31, 2019 will be
approximately RMB&896.7 million. These capital expenditures will be financed by proceeds from the
Global Offering. For details, please refer to the section headed “Future Plans and Use of Proceeds”.

Although these are our current estimates with respect to our capital expenditures, such
estimates may be subject to changes as a result of changes in circumstances and the actual amount of
expenditures may vary from the estimated amount of expenditures for a variety of reasons, including
changes in market conditions, competitions and other factors. As we continue to expand, we may incur
additional capital expenditures. Our ability to obtain additional funding for our future capital
expenditures is subject to various uncertainties, including our future results of operation, financial
positions and cash flow, as well as economic, political and other conditions in the PRC and Hong
Kong.

Working Capital

During the Track Record Period, we met our working capital needs mainly from cash and cash
equivalents on hand, and cash generated from operations, borrowings and equity financing. We
manage our cash flow and working capital by closely monitoring and managing, among other
things, (i) the level of our trade payables and receivables and, (ii) our ability to obtain external
financing. We also diligently review future cash flow requirements and assess our ability to meet debt
repayment schedule and, if necessary, adjust the investment, financing and dividend payout plans so as
to ensure we maintain sufficient working capital.

As of August 31, 2019, we had total unutilized facilities of approximately RMB1,347.0 million.
Taking into account our available banking facilities and cash flow from operating activities, our
Directors are of the opinion, and the Joint Sponsors concurs, that we have sufficient working capital to
meet our financial requirements for at least 12 months from the date of this prospectus.

We manage our capital structure by making periodic adjustments to it in light of changes in
economic conditions. If our existing cash resources are insufficient to meet our requirements, we may
seek to obtain credit facilities or issue equity securities, which might result in dilution to our
shareholders. It is possible that, when we need additional cash resources, financing will only be
available to us in amounts or on terms that would not be acceptable to us or financing will not be

available at all. If any of the above occurs, our business and financial results may be adversely
affected.
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Based on the following reasons, the Directors are of the view that we will be able to generate
sufficient working capital for its operations after listing by closely monitoring our level of payables
and receivables:

(1) We expect that our three business segments will generate sufficient cash flow to cover the
operational cost.

In the PC unit manufacturing business segment, since 2018, we have improved the
contract quality by actively cooperating with real estate developers and participating in an
increasing number of real estate projects instead of government-funded projects, some of
which tend to have longer settlement periods for trade debtors and bills receivable than
real estate projects. In addition, we have improved the credit policies for the PC unit
manufacturing business by requiring prepayments and progress installments of at least
80% of the contract price for most of the contracts within one year. We expect that the
aggregate of the prepayment and the progress installments is sufficient to cover the
production cost of the PC unit products.

In the PC equipment manufacturing business segment, we already have a favorable credit
policy in place, pursuant to which, cash flow generated from the PC equipment
manufacturing business is able to cover the production cost of PC equipment. For details,
please refer to the section headed “Business — Sales and Marketing — Credit Policy”.

In the construction contracting business segment, since construction projects generally
have a prolonged construction period and we were paid in installments and subject to the
progress of the construction project, we experienced long settlement periods for trade
debtors and bills receivable. We ceased to enter into new contracts since 2016 and since
then had focused on the completion of construction projects at hand. As of the Latest
Practicable Date, we had completed most of the construction work for the construction
projects at hand and focused on the settlement of outstanding trade debtors and bills
receivable.

(2) We recorded positive cash flow generated from operating activities during the Track
Record Period. Please refer to the section headed “Appendix [—Accountants’ Report” for
more details. We expect to continue to record positive cash flow generated from operating
activities in 2019 and the first half of 2020.

Net Current Assets or Liabilities

As of December 31, 2018, we had net current liabilities of RMB135.8 million as compared to
our net current assets position of RMB294.8 million in 2016 and RMB423.7 million in 2017, primarily
due to the significantly increased use of cash to satisfy the huge capital requirement of our business
expansion and research and development activities. Our net current liabilities position increased to
RMB412.9 million as of April 30, 2019 from RMB135.8 million as of December 31, 2018, primarily
due to our investments in our wholly-owned PC factories in the amount of RMB193.8 million, mainly
in connection with (i) projects under construction of RMB145.1 million; (ii) intangible assets (i.e. the
land use right of our wholly-owned PC factory in Wuhan, Hubei Province) of RMB30.8 million; and
(ii1) fixed assets of RMB17.9 million. Our net current liabilities position further increased to
RMB823.9 million as of August 31, 2019. We plan to improve our net current liabilities position
through the following measures: (i) enhancing our fund management by largely adopting equity
financing while decreasing the utilization of short-term borrowings for the needs of funds to support
our business expansion; (ii) expanding our financing channels and reducing the use of our own funds
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for long-term asset investment; and (iii) coordinating with our clients for settlement of trade debtors
and bills receivable as well as accelerating the implementation of client’s projects so as to promptly
recognize our received prepayments as revenue.

The following table sets forth our current assets, current liabilities and net current assets as of
the indicated dates:

As of As of
As of December 31, April 30, August 31,
2016 2017 2018 2019 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Current assets
Inventories . .......... ... . ... ... ... . ... . ... 420,096 571,555 375,689 408,537 438,180
Contract assets . ...t ... 1,646,736 1,113,960 929,992 821,089 589,732
Trade and other receivables . .. ................ 1,315,119 1,757,503 2,062,994 2,036,411 2,281,850
Financial assets at fair value through profit or
JOSS oo — 28,000 — — —
Restricted and pledged bank deposits ........... 166,039 99,702 187,349 210,689 196,186
Cash and cash equivalents .. .................. 279,789 675,942 296,475 294,926 308,631
Total current assets . ....................... 3,827,779 4,246,662 3,852,499 3,771,652 3,814,579
Current liabilities
Short-term borrowings . ..................... 1,252,100 1,352,389 1,543,894 1,744,417 1,896,226
Trade and other payables . .................... 1,689,656 1,713,389 1,933,213 1,922,382 1,952,636
Contractual liabilities ....................... 503,089 727,988 497,102 475,473 749,343
Obligations under finance leases . . ............. 67,183 — — — —
Lease liabilities ........... .. ... ... ... ..... — — — 28,122 27,404
Deferredincome ............. ... ... ... ... .. 12,265 5,502 4,538 4,839 7,720
Current taxation . . ...............c..uueun.... 8,646 23,671 9,532 9,335 5,125
Total current liabilities .. ................... 3,532,939 3,822,939 3,988,279 4,184,568 4,638,454
Net current assets/(liabilities) .. .............. 294,840 423,723  (135,780) (412,916) (823,875)
Inventories

As of December 31, 2016, 2017 and 2018 and April 30, 2019, our inventories amounted to
RMB420.1 million, RMB571.6 million, RMB375.7 million and RMB408.5 million, respectively,
accounting for 11.0%, 13.5%, 9.8% and 10.8% of our total current assets.

As of August 31, 2019, our inventories amounted to RMB438.2 million, accounting for 11.5%
of our total current asset. The increase of inventories from December 31, 2016 to December 31, 2017
was primarily due to the increase of PC equipment under installation as a result of the rapid
development of the Joint Factories and the increase of inventories from December 31, 2018 to April
30, 2019 was primarily due to the increase in the inventories of raw materials and finished goods in PC
unit manufacturing business in line with the increase in revenue. Our inventories decreased from
RMB571.6 million as of December 31, 2017 to RMB375.7 million as of December 31, 2018, primarily
due to enhanced management efficiency by use of PC-CPS and the commencement of production of
several Joint Factories, resulting in a decrease in finished products of PC equipment in our inventory.
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The following table sets forth the components of our inventories as of the indicated dates and
subsequent utilization/sale of our inventories during the period from April 30, 2019 to June 30, 2019:

Subsequent
utilization/
sale from
April 30,

As of
As of December 31, Aprsilo30, le?r}eg ;8
2016 2017 2018 2019 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Rawmaterials .............................. 69,425 84,120 102,423 127,267 72,270
Work in progress . ........ ... ... ... 121,328 197,779 179,259 180,671 34,414
Finished goods .. ........ ... ... ... ... ... ... 229,343 287,584 92,456 99,310 75,877
Consignment stock .............. ... .. ... .... — 2,072 1,551 1,289 —
Total ...... ... .. .. .. . . 420,096 571,555 375,689 408,537 182,561

Our raw materials mainly include cement, sand, rebar, insulation materials and
superplasticizers. Work in progress primarily refers to PC units which are under production process
and PC equipment under installation. Finished goods primarily refers to finished PC units. Our
inventories increased from RMB420.1 million as of December 31, 2016 to RMB571.6 million as of
December 31, 2017, primarily due to (i) the significant increase in work in progress with respect to PC
equipment as a result of increase in investment in the Joint Factories, which in turn increased the
purchase of PC equipment by the Joint Factories; and (ii) the increase in balance of other materials for
work in progress, as a result of increase in sales volume of PC units.

The following table sets forth our average inventory turnover days for the indicated dates:

As of December 31,  As of April 30,
2016 2017 2018 2019

Inventory turnover days® .. .. ... .. ... . N/A 147 112 97

Note:
(1) The inventory turnover days as of the relevant period represent the average balances of inventories at the beginning and end of the period
divided by cost of sales, multiplying 365 days (as of 2016, 2017 and 2018) and 120 days (as of April 30, 2019).

Our inventory turnover days were shortened during the Track Record Period because (i) our
business focus was changed from construction contracting business to PC unit manufacturing business
and PC equipment manufacturing business, which have a relatively shorter production cycle that does
not require a large amount of inventories; (ii) the application of our PC-CPS has enhanced the
management efficiency and thus increased our inventory turnover rate.

Trade and Other Receivables

Our trade and other receivables mainly represent payables from our customers as a result of
credit sales of our products or services.
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The following table sets forth our components of trade and other receivables as of the indicated

dates:
As of December 31, As of April 30,
2016 2017 2018 2019

(RMB’000) (RMB’000)  (RMB’000) (RMB’000)

Tradedebtors ......... .. ... .. . i 1,080,260 1,535,114 1,807,123 1,805,276

Billsreceivable .......... .. ... .. . ... . . ... .. 3,753 1,379 6,900 5,927
Less:allowance for doubtful debts ................... (3,117) (8,290) (81,438) (98,726)

1,080,896 1,528,203 1,732,585 1,712,477

Otherreceivables .. ............ .. .. ... .. .. ........ 157,654 168,092 228,163 188,086
Less:allowance for doubtful debts ................... (20,134)  (20,336) (25,342) (17,715)

137,520 147,756 202,821 170,371

Prepayments .......... ... .. ... 54,139 32,791 81,887 88,752

Prepaid expenses .. ...t 15,847 14,487 14,251 31,931

Value added tax recoverable ........................ 14,591 22,140 19,501 20,471

Others . ... .. 12,126 12,126 11,949 12,409

Total ....... ... .. . . 1,315,119 1,757,503 2,062,994 2,036,411

The following table sets forth the aging analysis of trade debtors and bills receivable (based on
the invoice date and net of impairment loss) as of the indicated dates:

As of December 31, As of April 30,
2016 2017 2018 2019

(RMB’000) (RMB’000) (RMB’000)  (RMB’000)

Within Imonth ......... ... ... .. ... ... ... ....... 560,957 695,601 260,812 145,670
Over 1 month butlessthan lyear ...................... 168,800 406,087 722,569 773,203
TtO2 YIS . oottt et 119,838 247,498 589,471 645,489
2803 YRAIS .ottt e 217,341 79,928 121,680 102,338
304 YCAIS .ottt 9,768 95,953 34,031 30,484
405 YRAIS .ottt 4,192 3,136 4,022 10,623
Morethan Syears ..............o i, — — — 4,670
Total ......... ... .. . .. 1,080,896 1,528,203 1,732,585 1,712,477

On April 22, 2019, one of our customers in the construction contracting business and us
reached a mediation agreement related to the settlement amount of one project amounting to RMB6
million. Due to this favorable result, the expected credit loss rate of this customer decreased as of April
30, 2019. As such, trade debtors and bills receivable, net of loss allowance, in the time band of “More
than 5 years” as of April 30, 2019 increased as compared to the time band of “4 to 5 years” as of
December 31, 2018 as set forth in the above table.

As of December 31, 2016, 2017 and 2018 and April 30, 2019, our allowance for doubtful debts
in relation to trade and other receivables were RMB23.3 million, RMB28.6 million, RMB106.8 million
and RMB116.4 million, respectively. The increase in our allowance for doubtful debts in relation to
trade and other receivables from 2017 to 2018 was primarily attributable to the increase in expected
credit loss as a result of the increase in overdue payment. Our allowance for doubtful debts in relation
to trade and other receivables further increased to RMB116.4 million as of April 30, 2019, primarily
due to the aging of our trade and other receivables.

As of August 31, 2019, we had received RMB371.4 million, or 20.5% of our trade debtors and
bills receivable outstanding as of April 30, 2019. We will use best endeavors to collect our outstanding
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trade debtors and bills receivable. The remaining trade debtors and bills receivable outstanding as of
December 31, 2018 were primarily attributable to the fact that (i) trade debtors and bills receivable that
had not reached the settlement stage and (ii) the warranty deposit was retained by the clients and was
expected to be settled upon the expiration of the warranty period.

The tables below set forth the settlement status as of the indicated dates for trade debtors and
bills receivable outstanding as of December 31, 2016, 2017 and 2018 and April 30, 2019:

Outstanding trade debtors and Subsequent Subsequent
bills receivable as of Subsequent settlement as of settlement as of settlement as of
December 31, 2016 December 31, April 30, August 31,
2017 2018 2019 2019
(RMB  Percentage (RMB Percentage (RMB  Percentage (RMB  Percentage
(RMB million) million) % million) % million) % million) %
(unaudited)
1,084.0 682.5 63.0 859.7 79.3 887.6 81.9 910.2 84.0
Outstanding trade debtors and bills Subsequent settlement as of  Subsequent settlement as of  Subsequent settlement as of
receivable as of December 31, 2017 December 31, 2018 April 30, 2019 August 31,2019
Percentage Percentage Percentage
(RMB million) (RMB million) % (RMB million) % (RMB million) %
(unaudited)
1,536.5 644.0 41.9 748.7 48.7 845.7 55.0

Outstanding trade debtors
and bills receivable as of

December 31, 2018 Subsequent settlement as of April 30,2019 Subsequent settlement as of August 31, 2019
Percentage Percentage
(RMB million) (RMB million) % (RMB million) %
(unaudited)
1,814.0 358.7 19.8 602.6 33.2
Outstanding trade debtors and bills
receivable as of April 30,2019 Subsequent settlement as of August 31, 2019
Percentage
(RMB million) (RMB million) %
(unaudited)
1,811.2 371.4 20.5
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The table below sets forth the breakdown of the trade debtors and bills receivable and the
respective turnover days() (before the provision for impairment) by business segment as well as the
contract assets and the turnover days of aggregated trade debtors and bills receivable and contract
assets:

As of and for the four

As of and for the year ended December 31, months ended April 30,
2016 2017 2018 2019
(RMB Turnover (RMB Turnover (RMB Turnover (RMB Turnover
million) % Days  million) % Days million) % Days  million) % Days

PC unit

manufacturing . 467.2 43.1 N/A 843.7 549 268 926.5 51.1 378 931.8 51.5 318
PC equipment

manufacturing . 168.5 15.5 N/A 367.0 23.9 117 702.4 38.7 159 690.8 38.1 383
Construction

contracting .... 4483 414 N/A 3258 212 678 185.1 10.2 495 188.6 104 291

Total trade
debtors and
bills
receivable .... 1,084.0 100.0 N/A 1,536.5 100.0 247 1,814.0 100.0 269 1,811.2 100.0 337

Contract assets ... 1,646.7 N/A N/A 1,131.3 N/A N/A 944.1 N/A N/A 839.5 N/A N/A
Aggregated trade

debtors and

bills receivable

and contract

assets ........ 2,730.7 N/A N/A 2,667.8 N/A 509 2,758.1 N/A 436  2,650.7 N/A 502

Note:

(1) The turnover days of average trade debtors and bills receivable and the turnover days of the aggregated trade debtors and bills receivable
and contract assets as of the relevant period represent the average balances at the beginning and end of the period divided by revenue for
the period and multiply 365 days (as of 2016, 2017 and 2018) or 120 days (as of April 30, 2019).

As shown in the table above, the long period of turnover days of trade debtors and bills
receivable for the four months ended April 30, 2019 was primarily attributable to the business segment
of PC equipment manufacturing. We recorded long turnover days of trade debtors and bills receivable
in the PC equipment manufacturing business segment for the four months ended April 30, 2019
primarily due to (i) the relatively low revenue in the PC equipment manufacturing business; and (ii) the
aging of the outstanding balance of trade debtors and bills receivable of PC equipment manufacturing
business. Long period of turnover days of trade debtors and bills receivable in 2016, 2017 and 2018
was primarily attributable to the business segments of PC unit manufacturing and construction
contracting. We recorded long turnover days of trade debtors and bills receivable in these two business
segments in 2017 and 2018 primarily due to (i) credit policies of these two business segments which
correlate to the prolonged periods of the construction projects; and (ii) the long settlement periods in
government-funded projects which produce significant amount of trade debtors and bills receivable in
the PC unit manufacturing business. Due to the efforts of the Company, the turnover days of trade
debtors and bills receivable in these two business segments have been significantly improved as shown
in the table above.

Our contract assets were derived from our construction contracts in our construction contracting
business segment. During the Track Record Period, along with our performance of the work for the
existing projects on hand and completion of the verification process by our clients, the balances of
contract assets decreased significantly. The turnover days of the aggregated trade debtors and bills
receivable and contract assets increased from 436 days for the year ended December 31, 2018 to 502
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days for the four months ended April 30, 2019, primarily due to the increase in the turnover days of
trade debtors and bills receivable of PC equipment manufacturing business segment, partially offset by
the decrease in the turnover days of construction contracting business segment. The turnover days of
the aggregated trade debtors and bills receivable and contract assets were shortened from 509 days in
2017 to 436 days in 2018, primarily due to the significant decrease in the turnover days of construction
contracting business segment.

. Credit Policies

The credit policies of the PC unit manufacturing business and construction contracting business
correlate to the progress of the construction projects. For the PC unit manufacturing business, we
usually require the client to prepay around 20% of the total contract price when entering into the
contract but leave the settlement of 80% of the total contact price correlating with the construction
process of the projects of the client. For the construction contracting business, we normally require the
client to pay no more than 5% to 20% of the total contract price before the commencement of
construction, but leave the settlement of 50% to 75% of the total contract price correlating with the
construction progress of the projects that we act as a general contractor in. In addition, we normally
require the clients to settle 15% to 25% (mostly 15%) of the total contract price after final acceptance
of the projects, and allow 5% of the total contract price to be retained as warranty deposit for such
projects. Since the construction period could be prolonged to approximately 2.5 to 4.5 years, the
duration for settlement of the trade debtors and bills received may be prolonged accordingly. In
addition, part of contract price (10-30% in the case of PC unit manufacturing business and 15% in the
case of construction contracting business) can only be settled after the construction projects are
completed, accepted and/or finally settled, further prolonging the settlement period for our trade
debtors and bills receivable. As of April 30, 2019, most of our trade debtors and bills receivable were
attributable to the payment (after the progress installments) to be settled after the completion and
acceptance of the projects. As a result, we recorded a long trade debtors and bills receivable settlement
period.

Before 2018, the penetration rate of prefabricated buildings was as low as less than 3.0%. As a
result, our PC unit manufacturing business and construction contracting business (which was entirely
for prefabricated buildings) were facing fierce competition against competitors adopting traditional
construction methods in 2016 and 2017 when the government supportive policies had not yet been
fully and stringently implemented by the local government. In addition, the level of acceptance of
prefabricated construction by then market stakeholders was relatively low at that time, and we had to
provide more flexibility and compromise on certain contract terms in order to break into the market
and attract more clients. Therefore, we offered favorable credit terms to the clients during the Track
Record Period, especially during the first two financial years. In the PC unit manufacturing business,
we generally required the clients to prepay as little as around 20% of the total contract price but left the
settlement of a very high percentage of the total contract price, i.e. 60% to 85% to progress
installments, which correlates with the construction progress (before roofing) of the projects of that we
supply PC units to. As a result, such credit terms contained in certain of the contracts during the Track
Record Period have further increased the amount of trade debtors and bills receivable as well as
prolonged the turnover days.
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*  Government-funded projects which produced significant amount of trade debtors and bills
receivable in the PC unit manufacturing business

During the Track Record Period, we undertook a number of projects developed by or funded by
government-controlled entities and supplied PC units to such projects in the PRC, including but not
limited to the affordable housing projects and government-directed urban public construction projects.
Government-controlled entities in the PRC generally have onerous internal fiscal budget and settlement
procedures, payments from such entities usually require approvals from various levels of authorities
and generally take a long period of time. In the PC unit manufacturing business, a significant amount
of trade debtors and bills receivable are produced by government-funded projects, which generally take
a long period of time for us to settle the trade debtors and bills receivable. Therefore, we have
relatively long trade debtors and bills receivable turnover days.

We have taken a number of measure to shorten our trade debtors and bills receivable turnover
days:

*  we have significantly improved the quality of the contracts that we entered into and that of
the projects that we undertook. In particular, we have endeavored to improve credit
policies for the PC unit manufacturing business. As a result, for the PC unit manufacturing
business, the number of contracts requiring at least 20% of prepayments increased from
45% of the total contracts in 2016 to 81% of the total contract in 2018, and the number of
contracts requiring at least of 80% of installments within one year increased from 21% of
the total contracts in 2016 to 61% of the total contracts in 2018. Since most revenue of the
PC unit manufacturing business in 2018 were from contracts with favorable credit terms
for the clients entered into in 2016 and 2017, as of December 31, 2018, the turnover days
of the trade debtors and bills receivable from the PC unit manufacturing business did not
improve as compared to that of December 31, 2017, which had not yet fully reflected the
benefit in terms of trade debtors and bills receivable turnover days from the new contracts
with improved credit policies since 2018. The turnover days of the trade debtors and bills
receivable from the PC unit manufacturing business were improved as of April 30, 2019 as
compared to December 31, 2018. With the improved credit policies and the increasing
number of contracts with favorable credit policies, we expect the recovery and settlement
of trade debtors and bills receivable from the PC unit manufacturing business will
significantly improve in the future. In addition, we also improved the contract quality by
actively cooperating with real estate developers and increasing the number of real estate
projects instead of government-funded projects which tend to have longer settlement
periods for trade debtors and bills receivable than real estate projects;

« we have a credit evaluation system in place and have conducted evaluation on the
potential customer’s financial condition and contract performance history (if any) before
entering into contract with such potential customer. We endeavor to enter into contracts
with customers with good financial conditions, creditworthiness and contract performance
history; and

*  we have established a trade debtors and bills receivable settlement system and a special
department to take charge of the settlement of our trade debtors and bills receivable. We
have implemented incentive plans by correlating the remuneration of the personnel in this
department to the settlement of our trade debtors and bills receivable. We have also taken
measures to enhance client relationship management and after-service to accelerate the
settlement process.
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Apart from the above measures, for each business segment, we have also adopted specific
measures to shorten the turnover days of the trade debtors and bills receivable:

For the construction contracting business, we have formed a specialized team to expedite
the settlements and collection of the trade debtors and bills receivable, particularly trade
debtors and bills receivable generated from our key projects. In addition, for trade debtors
and bills receivable overdue for a long period of time, we will resort to legal actions to
collect the payments. Where there is no solution for payment for trade debtors and bills
receivable overdue for more than two years, we will resort to legal actions to collect the
payment within 30 days upon issuance of the payment reminder according to the relevant
management measures regarding construction contracting business.

For the PC unit manufacturing business, we revised the Management Mechanism of Trade
Debtors and Bills Receivable to further clarify accountability of management. The
Management Mechanism of Trade Debtors and Bills Receivable, which is formulated to
prevent the occurrence of bad debt and minimize settlement costs, sets out details of how
trade debtors and bills receivable shall be handled from wvarious aspects, such as
recognition, settlement, staff assessment, credit assessment and provision for impairment
losses. The revised Management Mechanism of Trade Debtors and Bills Receivable
tightens control of trade debtors and bills receivable through prior management, which
standardizes contract settlement terms and client credit investigation procedures. It also
sets up the evaluation system and incentive mechanism for the results of payment
collections and settlements, and enhances the efforts in payment collections and
settlements, including resorting to legal remedies when necessary. For example, the
revised Management Mechanism of Trade Debtors and Bills Receivable requires that if
the payment for the trade debtors and bills receivable is overdue for more than 90 days, we
will issue a demand letter to the corresponding client to collect the payment. We will
resort to legal actions to collect the payment after 30 days upon issuance of the demand
letter if no payment is received.

For the PC equipment manufacturing business, we formatted the evaluation details for the
collection of trade debtors and bills receivable to include considerations of key financial
indicators such as total assets, net assets and revenue, capital contributions received and
willingness of cooperation of Joint Factories. We also formed a specialized team to take
charge of the collection and settlement of the trade debtors and bills receivable in different
regions and held regular meetings to monitor collection progress. In addition, we issue
written notices to the clients to urge repayment and raise the prepayment ratio and the ratio
of the payment due before shipping of goods to generally 50% and 30%-40%,
respectively, when entering into new contracts for PC equipment. Furthermore, if the
payment for the trade debtors and bills receivable is overdue for a long period of time, we
will issue a demand letter to the corresponding client to collect the payment. We will
resort to legal actions to collect the payment after 30/60/90 days (depending on the
specific project) upon issuance of the demand letter if no payment is received. In
particular, in light of the increase in trade debtors and bills receivable turnover days in PC
equipment manufacturing business for the four months ended April 30, 2019, we
established a special team comprising senior management to supervise and coordinate the
collection and settlement of trade debtors and bills receivables through enhancing the
communications with the Joint Factories on the reasons for delayed payment and their
settlement plan, as well as urging the Joint Factories to enhance their liquidity
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management, such as expanding their source of financing to enable them to have sufficient
cash flow for timely settlement.

Benefiting from the abovementioned measures, we expect the overall turnover days of the trade
debtors and bills receivable will further decrease in the future.

We did not impose any penalties or interest on our overdue balances of the trade debtors and
bills receivable during the Track Record Period. Given the long business cycle of construction industry
as well as various uncontrollable factors which may attribute to the delay of the construction progress,
such as change of weather condition, governmental zoning and urban planning policies, we have
difficulties in identifying the actual reason(s) of the delay of the construction progress and claiming
penalties or interest for overdue balances pursuant to the relevant contracts. In addition, we plan to
settle our overdue balances of trade debtors and bills receivable through friendly negotiation after
taking into account the maintenance of the long term business relationship with such contracting
parties.

The increase of our trade and other receivables during the Track Record Period is in line with
our business growth. Our trade debtors and bills receivable turnover days increased during the Track
Record Period because a large amount of trade debtors and bills receivable were accumulated and
carried forward to 2018 and the four months ended April 30, 2019 as a result of our rapid expansion in
2017 and 2018.

The table below sets for the aging analysis of the trade debtors and bills receivable (before the
provision of impairment) by business segment as of the dates indicated:

As of April 30, 2019
PC unit PC equipment Construction
manufacturing manufacturing contracting Total
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
Withinone year ........... .. .. .. ... ... .. ...... 563,049 306,587 62,624 932,266
Lto3year .. .o 357,884 384,198 73,154 815,237
3yearsandabove .............. . 10,857 — 52,850 63,707
Total ...... .. .. . .. 931,790 690,785 188,629 1,811,204
As of December 31, 2018
PC unit PC equipment Construction
manufacturing manufacturing  contracting Total
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
Withinoneyear ........... .. .. .. .. ... .. .. ...... 502,886 440,210 48,715 991,811
TtO3 years .. ..vn 412,436 262,173 75,328 749,937
3yearsandabove .............. i 11,408 — 60,867 72,275
Total ...... ... ... .. 926,730 702,383 184,910 1,814,023
As of December 31, 2017
PC unit PC equipment  Construction
manufacturing manufacturing contracting Total
(RMB’000) (RMB’000) (RMB’000)  (RMB’000)
Withinoneyear ........... ... .. .. ... .. .. ... ... 723,753 259,031 100,058 1,082,842
TtO3 years .. o.vnn 119,518 107,980 122,157 349,656
3yearsandabove .............. i 460 — 103,535 103,995
Total ...... ... ... .. . 843,731 367,011 325,750 1,536,493
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As of December 31, 2016
PC unit PC equipment  Construction
manufacturing manufacturing contracting Total

(RMB’000) (RMB’000) (RMB’000) (RMB’000)

Withinoneyear .......... ... oo, 399,636 150,903 162,269 712,808
Tto3years . ...ooiin i 65,161 17,605 272,746 355,512
3yearsandabove ......... ... 2,430 — 13,264 15,694
TOtal .. oo 467,227 168,508 448279 1,084,014

Contract Assets and Contract Liabilities

Our contract assets are derived from our construction contracts. We usually require customers
to settle progress payment after the completion of key milestones during the construction period. Such
arrangement of progress payment can effectively prevent us from accumulating excess contract assets.
We usually receive 95% of contract value from our customers after the completion, acceptance and
final settlement of projects, while 5% of contract value is retained as warranty deposit and will be
returned after one to five years from the date of acceptance of projects.

We receive prepayments before the production activities commence, which will give rise to
contract liabilities. We typically receive a prepayment of 20% of the total contract value before
production of our PC units and a prepayment of 50% of the total contract value before production of
our PC equipment.

The following table sets out the details of contract assets as of the indicated dates and the
subsequent certification by clients during the period from April 30, 2019 to June 30, 2019:

Subsequent certification

As of h durir(;gf
" the period from
As of December 31, April 30, April 30, 2019 to
2016 2017 2018 2019 June 30, 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
From the performance of construction
contracts .............. ... 1,646,736 1,113,960 929,992 821,089 52,264
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The table below sets forth the aging analysis of the contract assets for each of the top 10
projects as of April 30, 2019 and the subsequent certification by clients during the period from
April 30, 2019 to June 30, 2019:

Subsequent
certification during
the period from Reasons for
April 30,2019 to

As of April 30, 2019 June 30,2019 long-
outstanding
Balance balances of
of Contract Within Over such
Name of Project Assets 1year 1-2years 2-3years 3-4years 4-5years 5 years Amount Percentage project®
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 RMB’000 %
(unaudited)
Project A 294,967 10,559 60,482 162,458 61,468 — — — — @,®
Project B 163,360 23,451 48,511 91,398 — — — — — @,2,6
Project C 96,871 79,263 17,608 — — — — 48,540 50.1 ®
Project D 57,948 7,103 11,914 38,931 — — — — — @,®
Project E 54,237 30 — 33 5,078 49,096 — — — @,2,®
Project F 37,074 — — — 20,026 17,048 — — — @,®
Project G 27,821 — — 17,852 9,969 — — — — @,®
Project H 23,809 — — 23,809 — — — — — @,
Project 1 22,417 492 1,919 20,006 — — — — — @,®
Project J 15,717 — — — 15,717 — — — — ®
Total 794,221 120,898 140,434 354,487 112,258 66,144 — 48,540 6.1
Notes:

(1) represents the amount certified during the two months from April 30, 2019 to June 30, 2019 over the total balance of contract assets of
the project indicated as of April 30, 2019.
(2) @ project with large scales and relatively long construction period.
@ government-funded project with relatively long settlement cycle.
® project under construction.
@ project under settlement procedures.
® unexpired warranty period.

The following table sets out the details of contract liabilities as of the indicated dates:

As of
As of December 31, April 30,
2016 2017 2018 2019

(RMB’000) (RMB’000) (RMB’000) (RMB’000)
Billings in advance of performance (for sale of PC units and PC
CQUIPMENL) .\ttt 503,089 727,988 497,102 475473

As of December 31, 2016, 2017 and 2018 and April 30, 2019, the continuous decrease in
contract assets was primarily due to the completion of construction projects and our enhanced effort in
the settlement of the contract assets.
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Trade and Other Payables

Our trade and other payables mainly consists of amount payable to suppliers for procurement of
raw materials and components used in our products. Our trade and other payables increased from
December 31, 2016 to December 31, 2018, which is in line with our business growth. Our trade and
other payables decreased from RMB1,933.2 million as of December 31, 2018 to RMB1,922.4 million,
primarily due to the settlement with our suppliers for the four months ended April 30, 2019.

As of
As of December 31, April 30,

2016 2017 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
Trade creditors . . ...t 928,171 1,038,817 1,130,019 1,045,738
Billspayable ........ ... . ... 559,748 491,599 711,195 747,912
Trade creditors and bills payable ........................ 1,487,919 1,530,416 1,841,214 1,793,650
Accrued staff costs . ... ... ... .. 5,704 5,814 13,557 14,036
VAT payable ........... 0o 88,074 92,860 30,437 48,930
Sundry taxes payable .. ......... .. .. .. .. 46,867 29,945 12,177 12,181
Security deposits ... ... 19,049 12,376 15,882 19,671
Interest payable ............ .. .. .. .. .. 2,385 1,803 2,527 5,330
Withholding tax . .......... .. 24,802 21,497 3,005 1,721
Other accrued expenses and payables . .................... 14,856 18,678 14,414 26,863
Total ........ . .. . 1,689,656 1,713,389 1,933,213 1,922,382

We purchase raw materials, equipment and services from multiple suppliers. In the PC unit
manufacturing business segment, we purchase raw materials including cement, rebar and gravel from
raw material suppliers; in the PC equipment manufacturing business segment, we purchase equipment
from multiple OEM service providers based on the technical complexity of the equipment; and in the
construction contracting business segment, we engage third party subcontractors to provide
construction services on the projects that we undertake as a general construction contractor. While the
raw material suppliers normally grant us a credit term of 30 days, some of such suppliers may allow a
credit period of two to three months. Suppliers in the PC equipment manufacturing business segment
and the construction contracting business segment normally grant longer credit periods to us, some of
whom allow a credit period of three to 12 months. We believe that our long term cooperation
relationship with the suppliers, our good credit record and strong market presence are among the
reasons why we are given extended credit periods.
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We use promissory notes (primarily due within one year after the date of issuance) to settle our
trade creditors and bills payable, which we believe is in line with industry norms. Since promissory
notes can be endorsed and discounted and is of good liquidity, it is widely used as a payment
instrument in the industry. Such practice deferred the actual settlement date of the trade and bills
payable by one year after the expiration of a credit period from 30 days to three months granted to us.
As a result, we recorded long turnover days of our trade creditors and bills payable. Most of the
promissory notes are guaranteed by financial institutions. Though in some instances no interest was
charged on the promissory notes, pursuant to the purchase agreements we entered into with our
suppliers, we and our suppliers generally had agreed on a settlement price using promissory notes
higher than cash settlement, the premium of which was calculated by reference to the lending rate
quoted by bank for a specific payment period. The following table sets forth the aging analysis of trade
creditors and bills payable for the indicated periods, based on the invoice date:

As of December 31, As of April 30,
2016 2017 2018 2019
(RMB’000) (RMB’000) (RMB’000)  (RMB’000)
Withinoneyear ............ ..., 1,365,381 1,350,461 1,619,563 1,609,162
ONEtOtWO YEATS .. oot e ettt et 67,834 120,652 102,046 68,141
Twotothreeyears ..., 40,538 26,821 72,816 57,621
More than three years .....................covoon... 14,166 32,482 46,789 58,726
Total ........ . ... . 1,487,919 1,530,416 1,841,214 1,793,650

As of June 30, 2019, approximately RMB226.5 million, or 12.6% of our trade creditors and
bills payable outstanding as of April 30, 2019, were settled.

The following table sets forth the turnover days of trade creditors and bills payable as of the
indicated dates:

As of December 31,  As of April 30,
2016 2017 2018 2019

Trade creditors and bills payable turnover days®® . ...................... N/A 448 398 451

Note:

(1) The average trade creditors and bills payable turnover days as of the relevant period represent the average balances at the beginning and
end of the period divided by cost of sales for the period and multiply 365 days (as of 2016, 2017 and 2018) or 120 days (as of April 30,
2019).

Our Directors confirmed that we did not have any material default in trade and other payables
during the Track Record Period.

275



FINANCIAL INFORMATION

INDEBTEDNESS
The following table sets forth the components of our indebtedness as of the indicated dates:
As of As of
As of December 31, April 30, August 31,
2016 2017 2018 2019 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
Current
Current portion of non-current loans and
DOITOWINGS . . oo ettt ee e 223,100 250,639 468,894 477,364 271,858
Short-term loans and borrowings .............. 1,029,000 1,101,750 1,075,000 1,267,053 1,624,368
Lease liabilities ............................ — — — 28,122 27,404
Non-current
Long-term loans and borrowings .............. 366,477 401,137 397,888 403,358 439,725
Lease liabilities ............................ — — — 50,673 43,697
Total ......... .. .. ... .. .. ... 1,618,577 1,753,526 1,941,782 2,226,570 2,407,052

For the year ended December 31, 2016, 2017 and 2018 and the four months ended
April 30, 2019, the effective interest rate range for our fix rate borrowings was 4.57%-6.50%, 4.70%-
9.00%, 4.70%-6.00% and 4.70%-6.00%, respectively; while the effective interest rate range for our
variable rate of borrowings was 4.35%-5.23%, 4.35%-6.00%, 4.57%-5.70% and 4.35%-5.70%,
respectively.

During the Track Record Period and as of the Latest Practicable Date, our Directors confirm
that to the best of their knowledge, we did not have material default in non-trade payables or bank
borrowings or breach of any financial covenants.

Our Directors confirmed that, save as disclosed above, from April 30, 2019 to the date of this
prospectus, there were no material changes in our indebtedness.

CONTINGENT LIABILITIES

Save as disclosed above, as of the Latest Practicable Date, we did not have any material
purchase commitment, guarantees or other material contingent liabilities.

COMMITMENT
Operating Leases

We lease certain buildings and plants under operating leases arrangements, rentals of which are
generally fixed for the lease term. Our future minimum lease payments under uncancelable operating
leases as of the dates indicated are set forth below:

As of December 31,
2016 2017 2018
(RMB’000) (RMB’000) (RMB’000)
Within 1 year .. ... 25,321 22,650 32,303
After 1 yearbut within2years ............. .. .. ... i .. 22,650 15,616 19,284
After 2 years but within 3 years .............. ... ... 15,616 9,049 13,685
After 3 years but within4 years .................. ... 9,049 6,782 3,119
After 4 years but within Syears .............. .. ... . . i 6,782 346 638
Thereafter .. ... ... 346 — —
Total ... 79,764 54,443 69,029




FINANCIAL INFORMATION

We are the lessee in respect of a number of properties and items of plant and machinery and
office equipment held under leases which were previously classified as operating leases under IAS 17.
We have initially applied IFRS 16 using the modified retrospective approach. Under this approach, we
adjusted the opening balances as of January 1, 2019 to recognize lease liabilities relating to these
leases. From January 1, 2019 onwards, future lease payments are recognized as lease liabilities in the
statement of financial position. Please refer to the Note 27 of the section headed “Appendix [—
Accountants’ Report” for more details on our future lease payments.

Capital Commitments

Save as operating lease commitments, our capital commitments in relation to acquisition of
property and plant and equipment as of the dates indicated, are set forth below:

As of December 31, As of April 30,
2016 2017 2018 2019
(RMB’000) (RMB’000) (RMB’000) (RMB’000)
Contracted for . ....... ... . ... . 7,097 1,225 90,587 78,738
Total . ... . .. . e 7,097 1,225 90,587 78,738

Our capital commitments significantly increased from RMB1.2 million as of December 31,
2017 to RMB90.6 million as of December 31, 2018, primarily due to the purchase of production lines
for our subsidiary in Hangzhou, Zhejiang Province and the construction of the second phase of our
factory in Lu’an, Anhui Province in 2018. Our capital commitment as of April 30, 2019 decreased to
RMB78.7 million, primarily due to performance of the contract in relation to procurement of fixed
assets for the second phase of our factory in Lu’an.

OFF-BALANCE SHEET ARRANGEMENTS

As of the Latest Practicable Date, we did not have any off-balance sheet arrangements.

FINANCIAL RATIOS

The following table sets forth the summary of key financial ratios during the Track Record
Period:

As of December 31, As of April 30,

Financial ratio 2016 2017 2018 2019
Current ratiol) . .. .. L 1.1 1.1 1.0 0.9
Quick ratio® . ... 1.0 1.0 0.9 0.8
Gearing ratio®) . .. ... 86.9% 64.8% 67.4% 73.4%
Return on total assets™ .. ... .. ... .. N/A  2.6% 6.5% 1.4%
Return onequity® . .. ... . N/A  7.4%16.7% 3.7%
Interest coverage ratio© .. ... ... ... 54 4.1 8.7 2.2
Notes:

(1) Current ratio equals to current assets divided by current liabilities as of the end of the year/period.

(2) Quick ratio equals to current assets (excluding inventories) divided by current liabilities as of the end of the year/period.

(3) Gearing ratio equals to total interest-bearing bank and other borrowings divided by total equity as of the end of the year/period.

(4) Return on total assets equals to annual/annualized profits divided by average of total assets at the beginning and end of the year/period.

(5) Return on equity equals to annual/annualized profits divided by average of total equity at the beginning and end of the year/period.

(6) Interest coverage ratio equals to profit before taxation deducting the finance costs and dividing by finance costs.

(7) The key financial ratios as of April 30, 2019 are presented on annualized basis, which are calculated by dividing the financial figures for
the four months ended April 30, 2019 with 365 and multiplying with 120.
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Current Ratio

During 2016, 2017, 2018 and the four months ended April 30, 2019, our current ratios were 1.1,
1.1, 1.0 and 0.9, respectively. For further details regarding the movements of our current assets and
current liabilities during the Track Record Period, please refer to the section headed “—Net Current
Assets or Liabilities”.

Quick Ratio

As of December 31, 2016, 2017 and 2018 and April 30, 2019, our quick ratios were 1.0, 1.0,
0.9 and 0.8, respectively. For further details regarding the movements of our current assets and current
liabilities during the Track Record Period, please refer to the section headed “—Net Current Assets or
Liabilities™.

Gearing Ratio

As of December 31, 2016, 2017 and 2018 and April 30, 2019, our gearing ratios were 86.9%,
64.8%, 67.4% and 73.4%, respectively. Such movement is primarily attributable to the fact that we
introduced financial investment in 2017 and our profits increased. For details, please refer to the
section headed “—Indebtedness”.

Return on Total Assets

During 2016, 2017, 2018 and the four months ended April 30, 2019, our return on total assets
were nil, 2.6%, 6.5% and 1.4%, respectively. For details, please refer to the section headed “—
Description of Selected Components of Our Income Statements”.

Return on Equity

During 2016, 2017, 2018 and the four months ended April 30, 2019, our returns on equity were
nil, 7.4%, 16.7% and 3.7%, respectively. For details, please refer to the section headed “—Description
of Selected Components of Our Income Statements”.

Interest Coverage Ratio

During 2016, 2017, 2018 and the four months ended April 30, 2019, our interest coverage
ratios were 5.4, 4.1, 8.7 and 2.2, respectively. For details, please refer to the section headed “—
Description of Selected Components of Our Income Statements”.

LISTING EXPENSES

Upon the completion of the Global Offering, we expect to incur listing expenses of
approximately RMB101.6 million (based on the mid-point of the indicative price range for the Global
Offering and assuming that the Over-Allotment Option is not exercised, including underwriting
commissions and maximum discretionary bonuses, where applicable), of which an estimated amount
of approximately RMB12.2 million will be recognized as administrative expenses and an estimated
amount of approximately RMB89.5 million will be recognized directly in equity. The listing expenses
above are the latest practicable estimate for reference only and the actual amount may differ from this
estimate. Our Directors do not expect such expenses to materially impact our results of operation of
2019.
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QUANTITATIVE AND QUALITATIVE ANALYSIS OF MARKET RISKS

We are exposed to various market risks in the ordinary course of our business, including credit
risks, liquidity risks and interest rate risks. We manage our exposure to the above and other market
risks through daily operation and financing activities.

Credit Risk

Our credit risk is primarily attributable to trade receivables, bills receivable, other receivables
and contractual assets. We have limited exposure to credit risks from our cash and cash equivalents,
restricted and pledged deposits and wealth management products since the counterparties are banks
which we assess with low credit risk. Furthermore, we believe that we are exposed to limited bad debt
risks. Our major customers are investment entities and large-scale real estate developers controlled by
the government, the credit risk of which is assessed to be insignificant.

We have established credit policies to continuously monitor our credit risks. Our credit risk is
mainly affected by the individual characteristics of each customer rather than the industries or country
in which the customers operate, and therefore concentration of credit risk primarily arises when we
have significant exposure to individual customers. In this regard, we conduct individual credit
assessment on customers requiring credit over a certain amount to manage the risks. Those assessments
focus on the payment history and the current payment ability of customers, and take into account
information specific to the customer as well as in relation to economic environment in which the
customer operates. Trade debtors are due within 30 days from the date of billing. Normally, we do not
obtain collateral from customers. We continuously monitor the condition of our receivables balance.

Liquidity Risk

Our objective is to ensure continuity of sufficient funding and funding flexibility by utilizing a
variety of bank and other borrowings with debt maturities spreading over a range of periods, thereby
ensuring that our outstanding borrowing obligation is not exposed to excessive repayment risk in any
one year. Our subsidiaries may arrange their liquidity, including short-term investment of cash surplus
and obtaining loans to satisfy their cash requirement, at their discretion according to their operating
conditions and business needs, subject to the approval from the Board in the event beyond their
entitlement. We constantly monitor current and expected liquidity requirements to ensure that we
maintain sufficient cash reserve and adequate committed lines of funding from major financial
institutions to meet our liquidity requirements in the short and longer terms.

Moreover, we actively and regularly review and manage our capital structure and adjust our
capital structure in light of changes in economic condition. As of December 31, 2016, 2017 and 2018
and April 30, 2019, we did not make any changes in the objectives, policies or process of capital
management.

Interest Rate Risk

Our risk from interest rate movements primarily arises from long-term borrowings. We are
exposed to cashflow interest rate risk and fair value interest rate risk relating to our borrowings with
floating rates and fixed rate, respectively. Our management control our interest rate risk by reviewing
the borrowings with fixed rates and floating rates. During the Track Record Period, we did not consider
it necessary to use interest rate swaps to hedge our exposure to interest rate risk.
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As of December 31, 2016, 2017 and 2018 and April 30, 2019, our variable rate borrowings
accounted for 25%, 24%, 47% and 50% of our total borrowings, respectively, while fixed rate
borrowings accounted for 75%, 76%, 53% and 50% of our total borrowings, respectively. As of
December 31, 2016 and 2017 and 2018 and April 30, 2019, it was estimated that with a general
increase/decrease of 1% in interest rates of net floating rate borrowings and all other variables being
constant, our profit after tax would decrease/increase by RMB3.1 million, RMB3.2 million,
RMB6.9 million and RMB8.4 million, respectively. Other components in the consolidated profit and
loss would not be affected by the general increase/decrease of interest rates.

Fair Value Measurement

The fair value of our properties and financial instruments was measured on a recurring basis for
the years ended December 31, 2016, 2017 and 2018 and the four months ended April 30, 2019, and
was categorized into the three-level fair value hierarchy as defined in IFRS 13, Fair value
measurement. During the Track Record Period, level 3 valuations (i.e. fair value measured using
significant unobservable inputs) were applicable to the valuation of our investment properties and
financial instruments.

The fair value of investment property is determined using market comparison approach by
reference to recent sales price of comparable properties on a price per square meter basis, adjusted for
a premium or a discount specific to the quality of our buildings compared to the recent sales. Higher
premium for higher quality buildings will result in a higher fair value measurement.

The fair value of investment in wealth management product issued by banks is determined by
discounting the cash flow associated with the product using risk-adjusted discount rate which is the
expected rate of return in the product manual. The fair value measurement is negatively correlated to
the risk-adjusted discount rate. As of December 31, 2017, it is estimated that with all other variables
held constant, a decrease/increase in risk-adjusted discount rate by 1% would not have significant
impact on our valuation gains on investment in wealth management products.

The fair value of unlisted equity investments is determined using the comparable transaction
method. The significant unobservable input used in the fair value measurement is Price/Invested
Capital and P/B ratio. The fair value measurement is positively correlated to the Price/Invested Capital
and P/B ratio. As of December 31, 2018, it is estimated that with all other variables held constant, an
increase/decrease in the Price/Invested Capital and P/B ratio by 1% would have increased/decreased
our valuation gains on equity investments by RMBS8.3 million. As of April 30, 2019, it is estimated that
with all other variables held constant, an increase/decrease in the Price/Invested Capital and P/B ratio
by 1% would have increased/decreased our valuation gains on equity investments by
RMB10.6 million.

In relation to level 3 fair value measurement of the valuation of financial assets at fair value
through profit or loss (“FVTPL”), we have adopted the following procedures:

(i) we engaged an independent professional valuer, AVISTA Valuation Advisory Limited
(the “Valuer”), to conduct the valuation on our level 3 financial assets (in particular, for
the category of the unlisted equity investments, our investment in level two Joint
Factories) after (a) making enquires of its independence, qualification and suitability; and
(b) discussing the scope of mandate with the Valuer;
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(i1) during the valuation process, we provided all material information that may affect the
valuation to the Valuer on a voluntary basis or upon the Valuer’s requests as well as
maintained frequent communication with the Valuer in relation to material issues;

(iii)) when Valuer presented the draft of valuation report to us, we maintained an engaged and
critical attitude towards it by reviewing and analyzing the report, in particular, the basis of
computation, scope of review, assumptions, limitations and qualifications and valuation
methodologies; and

(iv) we had internal discussions as well as external discussions with the Valuer in relation to
their questions regarding the valuation report to ensure the fairness of the valuation report.

After taken the above procedures, we are satisfied with respect to the valuation of our Group’s
level 3 financial assets.

Details of fair value measurement in relation to our investment properties and financial
instruments are disclosed in Note 30 of the section headed “Appendix I—Accountants’ Report”. The
Reporting Accountants have conducted their work in accordance with Hong Kong Standard on
Investment Circular Reporting Engagements 200 “Accountants’ Reports on Historical Financial
Information in Investment Circulars” (“HKSIR 2007) issued by the Hong Kong Institute of Certified
Public Accountants to express an opinion on Historical Financial Information (as defined in Appendix I
to the prospectus). The Company’s management is responsible for the valuation of financial assets at
fair value through profit or loss (the “Valuation”). The Reporting Accountants have considered the
audit procedures performed in connection with the audit of the Company’s Historical Financial
Information, as defined in the section headed “Appendix I — Accountants’ Report”, which include but
not limited to (i) assessing the design, implementation and operating effectiveness of key internal
controls over the valuation of financial instruments; and (ii) engaging the internal valuation specialists
to assist the auditor in evaluating the valuation models used by the Group to value certain level 3
financial instruments and to perform, on a sampling basis, independent valuations of level 3 financial
instruments and compare these valuations with the Group’s valuations.

In relation to fair value measurement of the valuation of the level 3 financial assets (including,
among other things the Price/Invested Capital multiple and P/B multiple used in the valuation of level
two Joint Factories) of the Group, the Joint Sponsors have:

(i) interviewed the Valuer to assess its qualifications and competency and to understand, (a)
details of the valuation procedures conducted by the Valuer, including the reasons and
bases of the selection of comparable transactions and the Price/Invested Capital multiple
and P/B multiple of such transactions; and (b) the reasonableness of the valuation results
of the level 3 financial assets of the Group;

(ii)) reviewed the valuation reports issued by the Valuer as well as relevant underlying
documents and information provided by the Company and the Valuer;

(iii) discussed with the Company to understand, (a) the preparation of the underlying
information conducted by the Company in relation to the valuation on level 3 financial
assets of the Group; and (b) the Company’s view of the fairness and reasonableness of the
assumptions, basis and approaches of such valuation; and

(iv) interviewed the Reporting Accountants to understand the work they have performed in
relation to such valuation and their assessment of the accuracy of such valuation.
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Based on the due diligence work conducted by the Joint Sponsors as stated above, there were
no material findings which would cause the Joint Sponsors to disagree with the conclusion from the
Company.

Dividend Policy

During the Track Record Period, we distributed dividend of approximately RMB304.7 million
to our shareholders in 2018. Our Articles of Association provide that dividends may be paid in cash,
stock or a combination of cash and stock. Any proposed dividend distribution shall be formulated by
the Board and subject to Shareholders’ approval. We do not currently have a fixed dividend payout
ratio. The amount of dividends to be declared and distributed will depend on the following factors: our
overall business condition, results of operation, financial results, working capital, capital requirements,
future prospect, cash flow and any other factors which our Board may deem relevant. We may declare
interim dividend after taking into account the relevant factors that our Board deems relevant.

After the H shares are listed on Hong Kong Stock Exchange, the profit after tax of our
Company used for dividend distribution will be the lesser of (i) the net profit determined in accordance
with PRC GAAP or (ii) the net profit determined in accordance with IFRS. However, we cannot assure
you that we can declare or distribute any amount of dividend in each year or any year. The declaration
and distribution of dividend may be limited by legal restrictions or financing arrangements which we
may enter into in the future.

Both our holders of Domestic Shares and H shareholders are entitled to our accumulated
retained earnings prior to the Global Offering.

Distributable Reserves

As of April 30, 2019, the total amount of our distributable reserves is approximately
RMB904.4 million (being our retained profits).

Unaudited Pro Forma Adjusted Net Tangible Assets

The following unaudited pro forma adjusted net tangible assets statement attributable to the
equity holders of our Company has been prepared in accordance with Rule 4.29 of the Listing Rules,
and is set out below to illustrate the effect of the Global Offering on the consolidated net tangible
assets attributable to equity holders of our Company as of April 30, 2019, as if the Global Offering had
taken place as of April 30, 2019.

This unaudited pro forma statement of adjusted net tangible assets has been prepared for
illustrative purposes only and because of its hypothetical nature, it may not give a true picture of our
financial position had the Global Offering been completed as of April 30, 2019 or at any future dates.

Consolidated net Unaudited pro
tangible assets forma adjusted Unaudited pro forma
attributable to Estimated net  consolidated net adjusted consolidated
equity owners proceeds from  tangible assets net tangible assets
as of April 30, the Global attributable to  attributable to equity
2019 Offering equity owners owners per Share
Note 1 Note 2 Note 3 Note 4 Note 5
(RMB’000) (RMB’000) (RMB’000) (RMB) (HKS)
Based on the Offer Price of HK$9.68 for
eachShare ................... ... ... 2,738,299 968,995 3,707,294 7.61 8.44
Based on the Offer Price of HK$12.48 for
eachShare ................... ... ... 2,738,299 1,265,791 4,004,090 8.21 9.11
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Notes:

(1) Our consolidated net tangible assets attributable to equity owners as of April 30, 2019 is based on our consolidated net assets of
RMB2,924,341 thousand as of April 30, 2019 after an adjustment for the intangible assets of RMB186,042 thousand, as shown in the
Accountants’ Report set out in Appendix I to this prospectus.

(2) The estimated net proceeds from the Global Offering are based on 121,868,000 H Shares to be issued at the estimated Offer Prices of
HK$9.68 and HK$12.48 per H Share, respectively, being the low-end price and high-end price, after deduction of the estimated
underwriting fees and other estimated related expenses payable by us (excluding the listing expenses which have been accounted for
prior to April 30, 2019) and take no account of any H Shares which may be issued upon the exercise of the Over-allotment Option.

The estimated net proceeds from the Global offering is converted into Renminbi at an exchange rate of HK$1 to RMB0.90133 published
by PBOC prevailing on October 15, 2019. No representation is made that Hong Kong dollar amounts have been, could have been or may
be converted to Renminbi, or vice versa, at that rate or at any other rate or at all.

(3) No adjustment has been made to the unaudited pro forma adjusted consolidated net tangible assets attributable to equity owners of the
Company to reflect our any trading results or other transaction entered into subsequent to April 30, 2019 including but not limited to the
dividend declared on June 6, 2019. Had such dividend being declared on April 30, 2019, our unaudited pro forma adjusted consolidated
net tangible assets attributable to equity owners of our Company as of April 30, 2019 would have been decreased by approximately
RMB365,604 thousand, and our unaudited pro forma adjusted consolidated net tangible assets per Share would have been decreased by
approximately RMBO0.75 (HK$0.83).

(4) The unaudited pro forma adjusted consolidated net tangible assets per Share is calculated based on 487,472,000 Shares in issue
immediately following the completion of the Global Offering assuming that the Global Offering has been completed on April 30, 2019
but taking no account of any H Shares which may be issued upon the exercise of the Over-allotment Option.

(5) The unaudited pro forma adjusted consolidated net tangible assets per Share is converted into Hong Kong dollars at an exchange rate of
HKS$1 to RMB0.90133 published by PBOC prevailing on October 15, 2019. No representation is made that Hong Kong dollar amounts
have been, could have been or may be converted to Renminbi, or vice versa, at that rate or at any other rate or at all.

VALUATION OF INVESTMENT PROPERTY

The following table sets out the reconciliation of the net book value of our investment properties
as of April 30, 2019 in the Accountants’ Report of Appendix I in this prospectus and valuation of
selected properties as of August 31, 2019 in the Valuation Report of Appendix III in this prospectus.

Net book value as of April 30,2019 (RMB’000)
INVESTMENE PrOPETLY . o . v ot ettt et e et et e e e e e e e e e e 324,033
Less: Disposals during May 1, 2019 to August 31,2018 . ... ... . . i (5,983)

Fair value adjustment . . . ... ... .
Valuation of selected properties as of August 31, 2019 in the Valuation Report of Appendix III to
thiS PrOSPECIUS . . .ottt et e e e e 318,050

DISCLOSURE UNDER RULE 13.13 TO 13.19 OF HONG KONG LISTING RULES

Our Directors confirm that, as of the Latest Practicable Date, there had been no circumstances
which would give rise to disclosure requirements under Rules 13.13 to 13.19 under the Listing Rules, with
respect to advances to entity, provision of financial allowances and guarantees by issuers to associates,
pledge of shares by controlling shareholders, loan agreement in relation to the condition of performance of
specific obligations by controlling shareholders and violation of loan agreement by the issuer.

RELATED PARTY TRANSACTIONS

Our Directors consider that several related party transactions set out in Note 33 in
Appendix [-Accountants’ Report in this prospectus are conducted in the ordinary course of business
and on normal commercial terms between the relevant parties, which are considered fair, reasonable
and in the interest of the Company and our Shareholders as a whole. All the outstanding balance of our
related party transactions as of April 30, 2019 was of trade nature in our ordinary course of business.

NO MATERIAL AND ADVERSE CHANGES

Our Directors confirmed that they have performed sufficient due diligence to ensure that, from
April 30, 2019 (being the preparation date of the latest consolidated financial results of our Company)
to the date of this prospectus, there were no material and adverse changes in our financial or trading
positions, and there is no event since April 30, 2019 which would materially affect the information
shown in the Accountants’ Report set out in Appendix I to this prospectus.
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THE CORNERSTONE PLACING

We have entered into cornerstone investment agreements with cornerstone investors (the
“Cornerstone Investors”, and each a “Cornerstone Investor”), pursuant to which, subject to certain
conditions precedent, the Cornerstone Investors have agreed to subscribe, or cause their designated
entities (including qualified domestic institutional investor) to subscribe, at the Offer Price for certain
number of our Offer Shares (the “Cornerstone Placing”).

Based on the Offer Price of HK$9.68 per Offer Share, being the low end of the range of the
Offer Price set out in this prospectus, the total number of H Shares to be subscribed for by the
Cornerstone Investors would be 50,059,800, representing, assuming that the Over-allotment Option is
not exercised, approximately (i) 41.08% of the H Shares in issue upon completion of the Global
Offering; and (i) 10.27% of the Shares in issue upon completion of the Global Offering.

Based on the Offer Price of HK$11.08 per Offer Share, being the mid-point of the range of the
Offer Price set out in this prospectus, the total number of H Shares to be subscribed for by the
Cornerstone Investors would be 43,734,600, representing, assuming that the Over-allotment Option is
not exercised, approximately (i) 35.89% of the H Shares in issue upon completion of the Global
Offering; and (ii) 8.97% of the Shares in issue upon completion of the Global Offering.

Based on the Offer Price of HK$12.48 per Offer Share, being the high end of the range of the
Offer Price set out in this prospectus, the total number of H Shares to be subscribed for by the
Cornerstone Investors would be 38,828,100, representing, assuming that the Over-allotment Option is
not exercised, approximately (i) 31.86% of the H Shares in issue upon completion of the Global
Offering; and (i) 7.97% of the Shares in issue upon completion of the Global Offering.

The Directors believe that introducing the Cornerstone Investors to the Global Offering can
secure the subscription of a certain amount of the Offer Shares, thus reducing the risk of unsuccessful
issuance under volatile market conditions. In addition, the Company is of the view that the investments
of the Cornerstone Investors in the Company demonstrate to the potential investors that they are
confident in the Company’s business and prospects.

The Cornerstone Placing will form part of the International Offering. The Offer Shares to be
subscribed for by the Cornerstone Investors will rank pari passu in all respects with the other fully paid
H Shares in issue upon completion of the Global Offering and will be counted towards the public float
of the Company. As confirmed by each of the Cornerstone Investors, none of them will subscribe for
any Offer Shares under the Global Offering (other than pursuant to the respective cornerstone
investment agreements). Immediately following the completion of the Global Offering, none of the
Cornerstone Investors will have any board representation in the Company, nor will any of the
Cornerstone Investors become a substantial shareholder of the Company (as defined under the Hong
Kong Listing Rules). The Offer Shares to be subscribed by the Cornerstone Investors may be affected
by any reallocation of the Offer Shares between the International Offering and the Hong Kong Public
Offering in the event of over-subscription under the Hong Kong Public Offering as described in the
subsection headed “Structure of the Global Offering—The Hong Kong Public Offering—
Reallocation”.

To the best knowledge of the Company, each of the Cornerstone Investors is an Independent
Third Party and independent of other Cornerstone Investors, not our connected person and not our
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existing shareholder or its close associates. In addition, the Company confirms that (i) there is no side
agreement or arrangement between the Group and each of the Cornerstone Investors entered into
between the Group and each of the Cornerstone Investors for the purpose of the Cornerstone Placing;
(i1) none of the Cornerstone Investors are accustomed to take instructions from the Company, the
Directors, chief executive of the Company, Controlling Shareholders, substantial Shareholders or
existing Shareholders or any of its subsidiaries or their respective close associates; and (iii) none of the
subscription of the H Shares by the Cornerstone Investors are financed by the Company, the Directors,
chief executive of the Company, Controlling Shareholders, substantial Shareholders or existing
Shareholders or any of its subsidiaries or their respective close associates.

Details of the allocations to the Cornerstone Investors will be disclosed in the announcement of
the allotment results of the Company to be published on or around November 5, 2019.

Pursuant to the terms of the cornerstone investment agreements entered into with each
Cornerstone Investor, China International Capital Corporation Hong Kong Securities Limited has the
right to defer delivery of the Offer Shares to be subscribed by each of the Cornerstone Investors in
order to facilitate the stabilization by the Stabilizing Manager as well as to cover over-allocations in the
International Offering. It is expected that the number of H Shares that could potentially be subject to
deferred delivery will not be more than 18,280,200 H Shares. The latest time for delivery will be three
business days from the expiry date for the exercise of the Over-allotment Option. Separately, the
cornerstone investment agreement entered into with Zoomlion International Trading (H.K.) Co.,
Limited provides for deferral in settlement in payment in respect of the portion of the Offer Shares
under deferred delivery, pursuant to which the latest time for payment will be on or before 8:00 a.m. on
the delivery date. Save and except for the agreement with Zoomlion International Trading (H.K.) Co.,
Limited, none of the Cornerstone Investors will be able to defer settlement in payment.
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The information about the Cornerstone Investors as set forth below has been provided by the
Cornerstone Investors.

Zoomlion International Trading (H.K.) Co., Limited

Zoomlion International Trading (H.K.) Co., Limited is a company incorporated in Hong Kong
with limited liability. It is an indirect wholly-owned subsidiary of Zoomlion Heavy Industry Science
and Technology Co., Ltd.* (PEERRMAIRAH) (“Zoomlion”) which mainly engages in the
research, development, manufacturing, sales and services of engineering machineries and agricultural
machineries. Zoomlion is one of the first national innovative enterprises selected by the Ministry of
Science and Technology of the PRC, SASAC and All-China Federation of Trade Unions in 2008 with
its A shares listed domestically (Shenzhen Stock Exchange, stock code: 000157) and H shares listed in
Hong Kong (Hong Kong Stock Exchange, stock code: 1157).

Our Directors have confirmed that Zoomlion and its subsidiaries are our suppliers starting from
2017 and have primarily supplied equipment to us. Our Directors consider that our transactions with
Zoomlion and its subsidiaries have been negotiated on an arm’s length basis and have been conducted
in the ordinary course of business and on normal commercial terms.

Through business cooperation with us, Zoomlion is confident in the future growth and business
prospects of our Group and decides to participate in the Cornerstone Placing. The consideration for its
Cornerstone Placing is expected to be funded with the internal resources of Zoomlion International
Trading (H.K.) Co., Limited.

Changsha Changtou Industry Investment Co., Ltd.* (R i R#EZREH MR A W)

Changsha Changtou Industry Investment Co., Ltd.* (R iR E EH/EARA ) is a limited
liability company incorporated in the PRC and mainly engages in industry investment, project
investment, equity investment, market financing, capital operation and asset operation. It is an indirect
wholly-owned subsidiary of State-owned Assets Supervision and Administration Commission of
Changsha Municipal People’s Government™ (£ 701 A R BUN BIAT & BB & B ).

Changsha Changtou Industry Investment Co., Ltd.* (R W R £ E A /A F]) noticed our
Proposed Listing through the application proof of the Company published on the website of the Hong
Kong Stock Exchange, and it is interested to make investment in our business. As such, Changsha
Changtou Industry Investment Co., Ltd.* (R HEHE AP F) approached us to participate
in the Cornerstone Placing. The consideration for its Cornerstone Placing is expected to be funded by a
combination of its internal resources and shareholders’ loan by Changsha Changtou Industry

Investment Co., Ltd.* (R R4 ERE A RAA).

Evergreen Commercial Company Limited* (& Bi##H MR A 7))

Evergreen Commercial Company Limited* (&# Bi# AR/ H]) is a company incorporated in
Hong Kong with limited liability. It is an indirect wholly-owned subsidiary of Gemdale Corporation*
(Gh (SEB) el A BR2wl), which mainly engages in real estate development. A shares of Gemdale
Corporation are listed on the Shanghai Stock Exchange (stock code: 600383).

Our Directors have confirmed that Gemdale Corporation and its subsidiaries are our customers
starting from 2013. Our Directors consider that our transactions with Gemdale Corporation and its
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subsidiaries have been negotiated on an arm’s length basis and have been conducted in the ordinary
course of business and on normal commercial terms.

Through business cooperation with us, Gemdale Corporation is confident in the future growth
and business prospects of our Group and decides to participate in the Cornerstone Placing. The
consideration for its Cornerstone Placing is expected to be funded with the shareholders’ loans by
Evergreen Commercial Company Limited* (R FiH A RA ) (i.e. loans from Famous Commercial
Limited, a company directly holding 100% interest in it).

Save as disclosed above, as far as the Company is aware, there is no other past or present
relationship between each of the Cornerstone Investors on the one hand, and the Company (including
the Joint Factories’ relationship) and its subsidiaries, their shareholders, directors and senior
management or any of their respective associates on the other hand.

As disclosed above, each of Zoomlion and Gemdale Corporation is a listed company, and each
of them has confirmed that it is not required to obtain its shareholders’ approval nor any approval from
the stock exchange where its shares are listed to invest in the Company.

Conditions Precedent

The subscription obligation of each Cornerstone Investor is subject to, among other things, the
following conditions precedent:

(a) the underwriting agreements for the Hong Kong Public Offering and the International
Offering being entered into and having become effective and unconditional (in accordance
with their respective original terms or as subsequently waived or varied by agreement of
the parties thereto) by no later than the time and date as specified in these underwriting
agreements, and neither of the aforesaid underwriting agreements having been terminated;

(b) the Offer Price having been agreed between the Company and the Joint Global
Coordinators (for themselves and on behalf of the Underwriters );

(c) the Listing Committee having granted the listing of, and permission to deal in, the H
Shares, as well as other applicable waivers, approvals and permissions, and such approval,
waiver or permission having not been revoked prior to the commencement of dealings in
the H Shares on the Hong Kong Stock Exchange;

(d) no relevant laws shall have been enacted or promulgated by any governmental authority
which prohibits the consummation of the transactions contemplated in the Global Offering
or herein and there shall be no orders or injunctions from a court or a governmental
authority of competent jurisdiction in effect precluding or prohibiting consummation of
such transactions; and

(e) the respective representations, warranties, acknowledgements, undertakings and
confirmations of the relevant Cornerstone Investors under the relevant cornerstone
investor agreements being accurate and true in all respects and not misleading and there
being no material breach of the relevant cornerstone investment agreements on the part of
the relevant Cornerstone Investors.
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RESTRICTIONS ON DISPOSALS BY THE CORNERSTONE INVESTORS

Each Cornerstone Investor has agreed that it will not, whether directly or indirectly, at any time
during the period of six (6) months from the Listing Date, (i) dispose of, in any way, any of the H
Shares subscribed for by it under the relevant cornerstone investment agreement (the “Relevant
Shares”) or any interest in any company or entity holding any Relevant Shares; (ii) allow itself to
undergo a change of control (as defined in the Takeovers Code) at the level of its ultimate beneficial
owner; (iii) publicly announce any plans for agreeing to or entering into any transactions directly or
indirectly with the same economic effect as any aforesaid transaction.

Each Cornerstone Investor may transfer the Relevant Shares in certain limited circumstances as
set out in the relevant cornerstone investment agreement, such as a transfer to a wholly-owned
subsidiary of such Cornerstone Investor, provided that prior to such transfer, such wholly-owned
subsidiary undertakes to be bound by such Cornerstone Investor’s obligations under the relevant
cornerstone investment agreement and be subject to the restrictions on disposal of the Relevant Shares
imposed on such Cornerstone Investor.
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FUTURE PLANS

For a detailed description of our future plans, please refer to the section headed “Business—

Our Strategies”.

USE OF PROCEEDS

We estimate that we will receive net proceeds from the Global Offering of approximately
HK$1,237.5 million (assuming an Offer Price of HK$11.08 per H Share, being the mid-point of the
Offer Price range stated in this prospectus), after deducting the underwriting commissions and other
estimated expenses paid and payable by us in relation to the Global Offering, and assuming no exercise
of the Over-allotment Option.

We intend to use such net proceeds for the following purposes:

* approximately 45% of the net proceeds, or approximately HK$556.9 million, for
expanding our PC unit manufacturing business, of which:

(1)

(i)

approximately 36%, or HK$445.5 million, for establishing wholly-owned regional
production centers in key strategic regions, which includes expanding our production
capacity into provincial capital cities, such as Wuhan, Jinan and Zhengzhou. We are
identifying construction sites for wholly-owned factories in various locations and will
purchase land and construct factories according to the local land supply status and
market opportunities of such regions. We intend to utilize such net proceeds for
purchase of land, construction of factories and purchase of production lines,
equipment and other fixed assets. The details are set out as follows:

*  during the year ending December 31, 2019, we will start the site selection and
land acquisition for the three production centers in Wuhan, Jinan, and
Zhengzhou, and approximately HK$177.7 million will be used for the land
acquisition; and

*  during the year ending December 31, 2020, approximately HK$495.7 million (in
which approximately HK$267.9 million will be funded by the proceeds from
Global Offering and the remaining HK$227.8 million will be funded by cash
generated from our business operation and other available financial resources)
used in the construction of these production centers.

approximately 9%, or HK$111.4 million, for expanding our factories and upgrading
our equipment in existing regional production centers so as to further enhance our
production capacity as well as production efficiency of PC units in the regions where
our existing regional production centers are located, and maintain or even improve
our market shares in these regions. In particular, we plan to expand the general
production capacity to meet the needs of future production as required by our
contracts on hand and relieve us from capacity constraints during peak seasons, for
example, expanding the current production lines and facilities in certain existing
regional production centers and to conduct certain research and development projects
for our current equipment and systems to increase our production efficiency. The
details are set out as follows:

o starting from the first quarter of 2019 till end of 2022, approximately
HK$60.0 million to HK$72.7 million will be used for four main development
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and upgrading plans of the current equipment and systems, including but not
limited to the feeding equipment, raw material placing equipment, high
frequency oscillation equipment and scribing system; and

*  before end of 2020, the remaining HK$38.7 million to HK$51.4 million will be
used for the expansion of the general production capacity of six existing regional
production centers in Hunan, Zhejiang, Anhui, Jiangsu, Tianjin and Shanghai.

approximately 20% of the net proceeds, or approximately HK$247.5 million, for
expansion in overseas market and establishing technology and production centers targeting
overseas market, of which:

(i) approximately HK$238.7 million will be used to promote the prefabricated villa
products to certain developed countries and regions in, for instance, Europe, North
America and Persian Gulf area. The details of our plan are set out below:

e carly in the year 2020, we plan to launch new types of prefabricated villa
products and start to accept pre-ordering;

e during the year ending December 31, 2020, we plan to build a new
manufacturing factory in a major port city in China focusing on manufacturing,
assembling and exporting the prefabricated villa products overseas. We plan to
use (a) approximately HK$37.3 million, which will be fully funded by the net
proceeds from Global Offering, for the land acquisition; (b) approximately
HK$59.7 million, which will be fully funded by the net proceeds from Global
Offering, for construction of the new manufacturing factory; and
(c) approximately HK$285.0 million, in which approximately HK$141.7
million will be funded by the proceeds from Global Offering and the remaining
HK$143.3 million will be funded with cash generated from operating activities
and other financial means available advances for the purchase and installation
of production equipment; and

* by end of 2021, we expect to achieve the massive production of prefabricated
villa products.

(i) approximately HK$8.8 million will be used for the construction of a PC unit
manufacturing factory serving the housing need in Poland. On July 1, 2019, we
entered into an investment cooperation agreement with Cize, pursuant to which,
among other things, we agreed to acquire 35% equity interest of Target Company
from Cize provided that the Target Company will become the owner of a designated
land parcel. The consideration of PLN6,475,000 (equivalent to approximately
HK$13.4 million based on the exchange rate on the Latest Practicable Date of
PLN1.00 to HK$2.0686) plus the interest accrued thereof which will be calculated at
the rate of 8% per annum starting from the date of the land acquisition by the Target
Company will be paid using the proceeds from the Global Offering. For details,
please refer to the section headed “History and Development—Post Track Record
Period Acquisition.” As of the Latest Practicable Date, we were under the process of
formulating and under discussions with Cize with respect to the detailed plan and
timetable for the future development plan on the land.

approximately 15% of the net proceeds, or approximately HK$185.6 million, for
developing and expanding our intelligent equipment business, including PC equipment
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manufacturing, construction equipment manufacturing and other equipment business, so as
to further increase the market share of our intelligent equipment business. By end of 2021,
we plan to conduct our research and development on incorporating more technologies in
relation to industrial informatization and intelligent manufacturing, by connecting PC
equipment with construction equipment based on industrial IoT technology to further
improve the automation level of our PC equipment. We also plan to conduct research and
development on whole set of production equipment for autoclaved aerated lightweight
concrete, and construction equipment. After firstly adopting our research and development
results in our wholly-owned factories, we plan to extend such adoptions to the equipment
we manufacture by end of 2022. The details are set out as follows:

*  during the year ending December 31, 2019, (i) with respect to the introduction of IoT
technology, approximately HK$8.7 million will be used for the recruitment of the
research and development team and construction of the IoT sample factory; and (ii)
with respect to research and development of whole set of production equipment for
autoclaved aerated lightweight concrete and construction equipment, approximately
HK$8.7 million will be used for the recruitment of our research and development
team and conducting research and development of such equipment;

e during the year ending December 31, 2020, (i) with respect to the introduction of IoT
technology, approximately HK$36.3 million will be used for the promotion of its [oT
technology in the factories; and (ii) with respect to the research and development of
whole set of production equipment for autoclaved aerated lightweight concrete and
construction equipment, approximately HK$54.5 million will be used for the
continuing research and development work and construction of sample factories; and

*  during the year ending December 31, 2021 and 2022, (i) with respect to the
introduction of IoT technology, approximately HK$36.3 million will be used for
further development and upgrade of the IoT technology and the introduction of IoT
technology is expected to be completed in 2022; and (ii) with respect to research and
development of whole set of production equipment for autoclaved aerated lightweight
concrete and construction equipment, approximately HK$41.1 million will be used
for further research and development and construction of sample factories.

approximately 10% of the net proceeds, or approximately HK$123.8 million, for
developing and establishing an intelligent service platform in the prefabricated
construction industry. We plan to increase our investment in hiring software development
talents and purchasing data processing equipment, and continue to build our platform-level
PC-CPS management system by optimizing BIM design, construction standards and
operational tools, conducting research and development of artificial intelligence
manufacturing systems and taking advantage of the PC Maker intelligent design software.
We plan to complete the development of intelligent service platform in stages from the
design of the whole structure, development of software, hardware and private cloud data
center, to the improvement of platform functions and the wide application of the platform
in the industry within three years. Capitalizing on advanced software and systems such as
PC Maker and PC-CPS, we will continue our efforts to bridge a whole construction
industry chain covering design, manufacturing and construction and maintain as a
standardized portal for industrialization and intelligent service platform of the construction
industry. The design institutes, construction companies, real estate developers, government
investment vehicles, property owners and cost supervision consultation companies will be
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able to use the platform to design the prefabricated buildings, manage the whole
assembling process of the construction, analyze and select development plans, select and
manage relevant prefabricated construction service providers and analyze the cost of
projects. With the platform, we expect to facilitate the streamlining of prefabricated
construction process, further enhance our capability of serving the whole industry chain of
construction and promote our PC unit products and PC equipment which match the
standards embedded in the platform. The details are set out as follows:

*  Phase I: during the year ending December 31, 2019, approximately HK$19.0 million
will be used to complete the overall architecture design and demonstration of the
platform, integrate its existing IT hardware and software sources, and improve the
corresponding software and hardware environment and purchase corresponding
software and hardware products and services;

*  Phase II: during the year ending December 31, 2020, approximately HK$37.9 million
will be used to construct the all-platform private cloud data center and expand
through rental of public cloud in due course to improve the BIM system and various
functions of the whole platform; and

e Phase III: during the year ending December 31, 2021, approximately HK$130.1
million will be used in the optimization and integration of the cloud platform system
(in which HK$66.9 will be funded by the proceeds from Global Offering and the
remaining HK$63.2 million will be funded by cash generated from our business
operation and other available financial resources).

» approximately 10% of the net proceeds, or approximately HK$123.8 million, for working
capital and other general corporate purposes.

The applications of the net proceeds as stated above are only current estimates and are subject
to changes based on prevailing economic, market and business conditions. The above allocation of the
proceeds will be adjusted on a pro rata basis in the event that the Offer Price is fixed at a higher or
lower level compared to the mid-point of the estimated Offer Price range or in the event that the Over-
allotment Option is exercised.

In the event that the Offer Price is set at the high end of the proposed Offer Price range, being
HK$12.48 per H Share, we estimate that our Company will receive net proceeds of approximately
HK$1,402.2 million, after deducting underwriting fees and commission and other estimated expenses
paid and payable by our Company in connection with the Global Offering (assuming the Over-
allotment Option is not exercised).

In the event that the Offer Price is set at the low end of the proposed Offer Price range, being
HK$9.68 per H Share, we estimate that our Company will receive net proceeds of approximately
HK$1,072.9 million, after deducting underwriting fees and commission and other estimated expenses
paid and payable by our Company in connection with the Global Offering (assuming the Over-
allotment Option is not exercised).

In the event the Over-allotment Option is exercised in full, we will receive net proceeds ranging
from approximately HK$1,243.6 million (assuming an Offer Price of HK$9.68 per H Share, being the
low end of the proposed Offer Price range) to HK$1,622.3 million (assuming an Offer Price of
HK$12.48 per H Share, being the high end of the proposed Offer Price range), after deducting
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underwriting fees and commission and other estimated expenses paid and payable by our Company in
connection with the Global Offering.

To the extent that the above net proceeds of the Global Offering are not immediately applied to
the above purposes, we intend to deposit the proceeds in interest-bearing accounts with licensed
commercial banks or financial institutions in the PRC or Hong Kong. We expect to utilize net proceeds
receivable by our Company from the Global Offering to finance the above purposes. However, to the
extent that such net proceeds are unable to fully finance the above purposes, we will use our internal
working capital.
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HONG KONG UNDERWRITERS

China International Capital Corporation Hong Kong Securities Limited
China Securities (International) Corporate Finance Company Limited
CMB International Capital Limited

ABCI Securities Company Limited

CCB International Capital Limited

UNDERWRITING ARRANGEMENTS AND EXPENSES
Hong Kong Public Offering
Hong Kong Underwriting Agreement

Pursuant to the Hong Kong Underwriting Agreement, the Company is offering initially
12,187,200 Hong Kong Offer Shares for subscription by the public in Hong Kong on and subject to the
terms and conditions of this prospectus and the Application Forms.

Subject to the Listing Committee of the Hong Kong Stock Exchange granting approval for
listing of, and permission to deal in, the H Shares in issue and to be offered as mentioned herein and to
certain other conditions set out in the Hong Kong Underwriting Agreement, the Hong Kong
Underwriters have agreed severally to subscribe or procure subscribers for their respective applicable
proportions of the Hong Kong Offer Shares now being offered which are not taken up under the Hong
Kong Public Offering on the terms and conditions of this prospectus, the Application Forms and the
Hong Kong Underwriting Agreement.

The Hong Kong Underwriting Agreement is conditional upon and subject to, amongst other
things, the International Underwriting Agreement having been signed and becoming unconditional and
not having been terminated in accordance with its terms.

Grounds for Termination

The obligations of the Hong Kong Underwriters to subscribe or procure subscribers for the
Hong Kong Offer Shares under the Hong Kong Underwriting Agreement are subject to termination, if,
at any time prior to 8:00 a.m. on the day that trading in the H Shares commences on the Hong Kong
Stock Exchange:

(A) there develops, occurs, exists or comes into force:

(a) any new laws, rules, regulations, guidelines, opinions, notices, circulars, orders,
codes, policies, consents, judgments, decrees or rulings of any court, government, law
enforcement agency, governmental or regulatory authority or any other Governmental
Authority whether national, provincial, municipal or local, domestic, foreign or
supranational (including, without limitation, the Hong Kong Stock Exchange and the
SFC) of all relevant jurisdictions (including, without limitation, Hong Kong and the
PRC) (the “Laws”) or any change or development involving a prospective change in
existing Laws, or any change or development involving a prospective change in the
interpretation or application thereof by any court or other competent authority in or
affecting Hong Kong, the PRC, Singapore, the United States, the United Kingdom,
the European Union (or any member thereof), Japan (each a “Relevant
Jurisdiction™); or
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(b)

(©)

(d)

(e)

()

any change or development involving a prospective change, or any event or series of
events or circumstance likely to result in or representing a change or development
involving a prospective change, in local, national, regional or international financial,
political, military, industrial, economic, currency market, credit, fiscal or regulatory
or market conditions or any monetary or trading settlement system (including,
without limitation, conditions in stock and bond markets, money and foreign
exchange markets, investment markets and inter-bank and credit markets) in or
affecting any Relevant Jurisdiction; or

any event or series of events or circumstance in the nature of force majeure
(including, without limitation, acts of government, labor disputes, strikes, lock-outs,
fire, explosion, flooding, earthquake, volcanic eruption, storm, other natural disaster,
civil commotion, rebellion, riots, aircraft collision, political instability, public
disorder, acts of war, outbreak or escalation of hostilities (whether or not war is or
has been declared), acts of terrorism (whether or not responsibility has been claimed),
acts of God, accident or interruption in transportation, destruction of power plant,
outbreak of diseases or epidemics including, but not limited to, SARS, swine or avian
flu, HSN1, HIN1, HIN7, H7N9 and such related/mutated forms, economic sanction,
or other state of emergency or calamity or crisis, in whatever form) in or directly or
indirectly affecting any Relevant Jurisdiction; or

any moratorium, suspension or limitation (including, without limitation, any
imposition of or requirement for any minimum or maximum price limit or price
range) in or on trading in shares or securities generally on the Hong Kong Stock
Exchange, the New York Stock Exchange, the NASDAQ Global Market, the London
Stock Exchange, the Singapore Stock Exchange, the Shanghai Stock Exchange, the
Shenzhen Stock Exchange or the Tokyo Stock Exchange; or

any general moratorium on commercial banking activities in Hong Kong (imposed by
the Financial Secretary of the Government of Hong Kong or the Hong Kong
Monetary Authority or other competent administrative, governmental or regulatory
commission, board, body, authority or agency, or any stock exchange, self-regulatory
organization or other non-governmental regulatory authority, or any court, tribunal or
arbitrator, in each case whether national, central, federal, provincial, state, regional,
municipal, local, domestic, foreign or supranational (the “Governmental
Authority”), New York (imposed at Federal or New York State level or other
competent Governmental Authority), London, Singapore, the PRC, the European
Union (or any member thereof), Japan or any other Relevant Jurisdiction declared by
the relevant Governmental Authority or any disruption in commercial banking or
foreign exchange trading or securities settlement or clearance services, procedures or
matters in any Relevant Jurisdiction; or

any (A) change or development involving a prospective change in exchange controls,
currency exchange rates or foreign investment regulations (including, without
limitation, a devaluation of the Hong Kong dollars or RMB against any foreign
currencies, a change in the system under which the value of the Hong Kong dollars is
linked to that of the U.S. dollars or RMB is linked to any foreign currency or
currencies), or the implementation of any exchange control, in any of the Relevant
Jurisdictions or affecting an investment in the Offer Shares, or (B) any change or
development involving a prospective change in all forms of taxation whenever
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(2

(h)

(1)

@

(k)

M

(m)

created, imposed or arising and whether of Hong Kong, the PRC or of any other part
of the world and, without prejudice to the generality of the foregoing, includes all
forms of taxation on or relating to profits, salaries, interest and other forms of
income, taxation on capital gains, sales and value added taxation, business tax, estate
duty, death duty, capital duty, stamp duty, payroll taxation, withholding taxation,
rates and other taxes or charges relating to property, customs and other import and
excise duties, and generally any taxation, duty, impost, levy, rate, charge or any
amount payable to revenue, customs or fiscal authorities whether of Hong Kong, the
PRC or of any other part of the world, whether by way of actual assessment,
withholding, loss of allowance, deduction or credit available for relief or otherwise,
and including all interest, additions to tax, penalties or similar liabilities arising in
respect of any taxation (the “Taxation”) in any Relevant Jurisdiction; or

other than with the prior written consent of the Joint Global Coordinators (for
themselves and on behalf of the Hong Kong Underwriters), the issue or requirement
to issue by the Company of a supplemental or amendment to this prospectus, the
Application Forms, the preliminary offering circular or the offering circular of the
International Offering or other documents in connection with the offer of the
H Shares pursuant to the Companies Ordinance, the Companies (Winding up and
Miscellaneous Provisions) Ordinance or the Hong Kong Listing Rules or upon any
requirement or request of the Hong Kong Stock Exchange or the SFC; or

any change or development involving a prospective change which has the effect of
materialization of any of the risks set out in the section headed “Risk Factors” in this
prospectus; or

any actions, suits, claims (whether or not any such claim involves or results in any
proceeding), demands, investigations, judgment, awards and proceedings (including,
without limitation, any investigation or inquiry by or before any Governmental
Authority)(the “Proceedings”) being threatened or instigated against any member of
the Group or any Director; or

a Governmental Authority or a regulatory body or organization in any Relevant
Jurisdiction commencing any Proceedings, or announcing an intention to commence
any Proceedings, against any member of the Group or any Director; or

any of the chairman or president vacating his office, any Director being charged with
an indictable offense or prohibited by operation of Laws or otherwise disqualified
from taking part in the management of a company; or

any contravention by any member of the Group or any Director of the Companies
Ordinance, the Companies (Winding Up and Miscellaneous Provisions) Ordinance,
the Securities and Futures Ordinance, the PRC Company Law, the Hong Kong
Listing Rules or applicable Laws; or

any valid demand by creditors for repayment of indebtedness or a petition being
presented for the winding-up or liquidation of any member of the Group, or any
member of the Group making any composition or arrangement with its creditors or
entering into a scheme of arrangement or any resolution being passed for the
winding-up of any member of the Group or a provisional liquidator, receiver or
manager being appointed over all or part of the assets or undertaking of any member
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of the Group or anything analogous thereto occurs in respect of any member of the
Group; or

(n) a prohibition on the Company from offering, allotting or selling the H Shares
(including the Over-allotment Option Shares) pursuant to the terms of the Global
Offering; or

(o) the imposition of economic sanctions, or the withdrawal of any trading privileges, in
whatever form, directly or indirectly, by, or for, any Relevant Jurisdiction;

which, individually or in the aggregate, in the sole and absolute opinion of the Joint Global
Coordinators (for themselves and on behalf of the Joint Bookrunners, the Joint Lead Managers
and the Hong Kong Underwriters): (A) is or will be or may be materially adverse to, or
materially and prejudicially affects, the assets, liabilities, business, general affairs,
management, shareholder’s equity, profit, losses, results of operations, position or condition
(financial or otherwise), or prospects of the Company or the Group as a whole; or (B) has or
will have or may have a material adverse effect on the success of the Global Offering or the
level of Offer Shares being applied for or accepted or subscribed for or purchased ; or
(C) makes or will make it or may make it impracticable or inadvisable or inexpedient to
proceed with the Hong Kong Public Offering and/or the Global Offering or the delivery of the
Offer Shares on the terms and in the manner contemplated by this prospectus, the Application
Forms, the Formal Notice, the preliminary offering circular or the offering circular of the
International Offering, and/or to perform or implement any material part of the Hong Kong
Underwriting Agreement, the Hong Kong Public Offering or the Global Offering as envisaged;
or (D) would have or may have the effect of making any part of the Hong Kong Underwriting
Agreement (including underwriting) incapable of performance in accordance with its terms or
which prevents or delays the processing of applications and/or payments pursuant to the Global
Offering or pursuant to the underwriting thereof; or

(B) there has come to the notice of any of the Joint Global Coordinators, the Joint Sponsors,
the Joint Bookrunners, the Joint Lead Managers or the Hong Kong Underwriters:

(a) that any statement contained in the Offering Documents (as defined in the Hong Kong
Underwriting Agreement), the Application Proof (as defined in the Hong Kong
Underwriting Agreement), the Post hearing information pack (“PHIP”) and/or any
notices, announcements, advertissments, communications issued or used by or on
behalf of the Company in connection with the Global Offering (including any
supplement or amendment thereto) was or has become untrue, incomplete, incorrect in
any material respect or misleading or any forecasts, estimate, expressions of opinion,
intention or expectation expressed in the Offering Documents, the Application Proof,
the PHIP and/or any notices, announcements, advertisements, communications so
issued or used are not fair and honest and not made on reasonable grounds or, where
appropriate, not based on reasonable assumptions, when taken as a whole; or

(b) non-compliance of this prospectus (or any other documents used in connection with
the contemplated subscription and sale of the Offer Shares) or any aspect of the
Global Offering with the Hong Kong Listing Rules or any other applicable Law in
any material respect; or

(c) any matter has arisen or has been discovered which would, had it arisen or been
discovered immediately before the date of this prospectus, not having been disclosed
in this prospectus, constitutes a material omission therefrom; or
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(d)

(e)

®

(2

(h)

(1)

W)

(k)

M

(m)

either (i) there has been a breach of any of the representations, warranties,
undertakings or provisions of either the Hong Kong Underwriting Agreement or the
International Underwriting Agreement by the Company or Chairman Zhang, or
(i) any of the representations, warranties and undertakings given by the Company
and/or Chairman Zhang in the Hong Kong Underwriting Agreement or the
International Underwriting Agreement, as applicable, is (or would when repeated be)
untrue, incorrect or misleading; or

any of the experts listed in “Appendix VIII—Statutory and General Information—D.
Other Information—7. Qualification of experts” (other than the Joint Sponsors) has
withdrawn its respective consent to the issue of this prospectus with the inclusion of
its reports, letters, summaries of valuations and/or legal opinions (as the case may be)
and references to its name included in the form and context in which it respectively
appears; or

any event, act or omission which gives or is likely to give rise to any liability of the
Company and Chairman Zhang pursuant to the indemnities given by the Company
and Chairman Zhang under the Hong Kong Underwriting Agreement; or

any litigation or dispute or potential litigation or dispute, which would materially and
adversely affect the operation, financial condition or reputation of the Group, or
composition of the board of the Company; or

any material breach of any of the obligations of the Company or Chairman Zhang
under the Hong Kong Underwriting Agreement or the International Underwriting
Agreement; or

a significant portion of the orders in the bookbuilding process at the time of the
International Underwriting Agreement is entered into, or the investment
commitments by any cornerstone investors after signing of agreements with such
cornerstone investors, have been withdrawn, terminated, canceled or repudiated; or

any person has withdrawn its consent to being named in any of the Hong Kong Public
Offering Documents (as defined in the Hong Kong Underwriting Agreement) or to
the issue of any of the Hong Kong Public Offering Documents; or

any material adverse change or prospective material adverse change or development
involving a material prospective adverse change in the assets, business, general
affairs, management, shareholder’s equity, profits, losses, properties, results of
operations, in the position or condition (financial or otherwise) or prospects of the
Group, as a whole; or

the grant or agreement to grant by the Listing Committee of the Hong Kong Stock
Exchange of the listing on the Main Board of, and permission to deal on the Main
Board in, the Offer Shares (the “Admission”) is refused or not granted, other than
subject to customary conditions, on or before the Listing Date, or if granted, the
Admission is subsequently withdrawn, cancelled, qualified (other than by customary
conditions), revoked or withheld; or

the Company has withdrawn this prospectus (and/or any other documents issued or
used in connection with the Global Offering) or the Global Offering;
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then the Joint Global Coordinators (for themselves and on behalf of the Joint Bookrunners, the
Joint Lead Managers and the Hong Kong Underwriters) and the Joint Sponsors may, in their
sole and absolute discretion and upon giving written notice to the Company, terminate the
Hong Kong Underwriting Agreement with immediate effect.

Undertakings to the Hong Kong Stock Exchange pursuant to the Hong Kong Listing Rules
Undertakings by the Company

We have undertaken to the Hong Kong Stock Exchange that, except in certain circumstances
prescribed by Rule 10.08 of the Hong Kong Listing Rules or pursuant to the Global Offering and the
Over-allotment Option, no further shares or securities convertible into shares of the Company (whether
or not of a class already listed) may be issued or form the subject of any agreement to such an issue
within six months from the date on which our H Shares first commence dealing on the Hong Kong
Stock Exchange (whether or not such issue of shares or securities will be completed within six months
from the commencement of dealing).

Undertakings by our Controlling Shareholders

Pursuant to Rule 10.07 of the Hong Kong Listing Rules, our Controlling Shareholders have
undertaken to us and to the Hong Kong Stock Exchange that, except pursuant to the Global Offering
(including the Over-allotment Option), they will not, and shall procure that any other registered
holder(s) (if any) will not, without the prior written consent of the Hong Kong Stock Exchange or
unless otherwise in compliance with applicable requirements of the Hong Kong Listing Rules:

(a) in the period commencing on the date by reference to which disclosure of their
shareholding is made in this prospectus and ending on the date which is six months from
the Listing Date (the “First Six-month Period”), dispose of, or enter into any agreement to
dispose of or otherwise create any options, rights, interests or encumbrances in respect of,
any of those shares or securities of the Company in respect of which they are shown by
this prospectus to be the beneficial owner (as defined in the Hong Kong Listing Rules); or

(b) in the period of six months commencing on the date on which the First Six-month Period
(the “Second Six-month Period”) expires, dispose of, nor enter into any agreement to
dispose of or otherwise create any options, rights, interests or encumbrances in respect of,
any of the shares or securities referred to in paragraph (a) above if, immediately following
such disposal or upon the exercise or enforcement of such options, rights, interests or
encumbrances, they would cease to be our controlling shareholders (as defined in the
Hong Kong Listing Rules).

In addition, pursuant to Note (3) to Rule 10.07(2) of the Hong Kong Listing Rules, our
Controlling Shareholders have also undertaken to the Hong Kong Stock Exchange and us that, within
the period commencing on the date by reference to which disclosure of their shareholding is made in
this prospectus and ending on the date which is 12 months from the Listing Date, they will:

(a) when they pledge or charge any of Shares or other securities of the Company beneficially
owned by them in favor of an authorized institution (as defined in the Banking Ordinance
(Chapter 155 of the Laws of Hong Kong)) for a bona fide commercial loan, immediately
inform us of such pledge or charge together with the number of such Shares or other
securities so pledged or charged; and
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(b) when they receive any indications, either verbal or written, from any pledgee or chargee of
any of Shares or of other securities of the Company pledged or charged that such Shares or
securities will be disposed of, immediately inform us and the Joint Global Coordinators of
any such indications.

We will inform the Hong Kong Stock Exchange as soon as we have been informed of the above
matters (if any) by the our Controlling Shareholders and announce such as soon as possible after being
so informed by our Controlling Shareholders.

Undertakings to the Hong Kong Underwriters pursuant to the Hong Kong Underwriting Agreement
Undertakings by the Company

Except pursuant to the Global Offering (including pursuant to the Over-allotment Option), we
have also undertaken to each of the Joint Sponsors, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers and the Hong Kong Underwriters that, during the period
commencing on the date of the Hong Kong Underwriting Agreement and ending on, and including, the
date falling six months from the Listing Date (the “First Six Month Period”), we will not, without the
prior written consent of the Joint Global Coordinators (for themselves and on behalf of the Hong Kong
Underwriters) and unless in compliance with the requirements of the Hong Kong Listing Rules:

(a) allot, issue, sell, accept subscription for, offer to allot, issue or sell, contract or agree to
allot, issue or sell, assign, mortgage, charge, pledge, assign, hypothecate, lend, grant or
sell any option, warrant, contract or right to subscribe for or purchase, grant or purchase
any option, warrant, contract or right to allot, issue or sell, or otherwise transfer or dispose
of or create an Encumbrance (as defined in the Hong Kong Underwriting Agreement)
over, or agree to transfer or dispose of or create an Encumbrance over, either directly or
indirectly, conditionally or unconditionally, any legal or beneficial interest in the share
capital or any other securities of the Company, as applicable, or any interest in any of the
foregoing (including, without limitation, any securities convertible into or exchangeable or
exercisable for or that represent the right to receive, or any warrants or other rights to
purchase any share capital or other securities of the Company, as applicable), or deposit
any share capital or other securities of the Company, as applicable, with a depositary in
connection with the issue of depositary receipts; or

(b) enter into any swap or other arrangement that transfers to another, in whole or in part, any
of the economic consequences of ownership of such share capital or securities of the
Company or any interest therein; or

(c) enter into any transaction with the same economic effect as any transaction described in
(a) or (b) above; or

(d) offer to or agree to do any of the foregoing or announce any intention to do so,

in each case, whether any of the transactions specified above is to be settled by delivery of
share capital or such other securities, in cash or otherwise (whether or not the issue of such share
capital or other securities will be completed within the First Six Month Period).

The Company has further agreed that, in the event the Company enters into any of the
transactions specified above or offers to or agrees to or announces any intention to effect any such
transaction after the First Six Month Period, it will take all reasonable steps to ensure that such an issue
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or disposal will not, and no other act of the Company will, create a disorderly or false market for any
Shares or other securities of the Company.

Undertakings by Chairman Zhang

Chairman Zhang has undertaken to each of the Company, the Joint Global Coordinators, the
Hong Kong Underwriters and the Joint Sponsors to procure that, without the prior written consent of
the Joint Global Coordinators (on behalf of the Hong Kong Underwriters) and unless in compliance
with the requirements of the Hong Kong Listing Rules (and only after the consent of any relevant
Governmental Authority (if so required) has been obtained):

(a)

(b)

(c)

Indemnity

Chairman Zhang will not, at any time during the First Six Month Period, (i) sell, offer to
sell, contract or agree to sell, mortgage, charge, pledge, hypothecate, hedge, lend, grant or
sell any option, warrant, contract or right to purchase, grant or purchase any option,
warrant, contract or right to sell, or otherwise transfer or dispose of or create an
Encumbrance over, or agree to transfer or dispose of or create an Encumbrance over,
either directly or indirectly, conditionally or unconditionally, any Shares or other securities
of the Company or any interest therein (including, without limitation, any securities
convertible into or exchangeable or exercisable for or that represent the right to receive, or
any warrants or other rights to purchase, any Shares), or deposit any Shares or other
securities of the Company with a depositary in connection with the issue of depositary
receipts, or (ii) enter into any swap or other arrangement that transfers to another, in whole
or in part, any of the economic consequences of ownership of any Shares or other
securities of the Company or any interest therein in (including, without limitation, any
securities convertible into or exchangeable or exercisable for or that represent the right to
receive, or any warrants or other rights to purchase, any Shares), or (iii) enter into any
transaction with the same economic effect as any transaction specified in (i) or (ii) above,
or (iv) offer to or agree to or announce any intention to effect any transaction specified in
(i), (ii) or (iii) above, in each case, whether any of the transactions specified in (i), (ii) or
(iii) above is to be settled by delivery of Shares or other securities of the Company or in
cash or otherwise (whether or not the issue of such Shares or other securities will be
completed within the First Six Month Period);

Chairman Zhang will not, during the Second Six-month Period, enter into any of the
transactions specified in paragraph (a)(i), (ii) or (iii) above or offer to or agree to or
announce any intention to effect any such transaction if, immediately following any sale,
transfer or disposal or upon the exercise or enforcement of any option, right, interest or
Encumbrance pursuant to such transaction, Chairman Zhang will cease to be a “controlling
shareholder” (as the term is defined in the Hong Kong Listing Rules) of the Company; and

until the expiry of the Second Six-month Period, in the event that Chairman Zhang enters
into any of the transactions specified in paragraph (a)(i), (ii) or (iii) above or offer to or
agrees to or announce any intention to effect any such transaction, that Chairman Zhang
will take all reasonable steps to ensure that it will not create a disorderly or false market in
the equity securities of the Company.

The Company has agreed to indemnify the Hong Kong Underwriters for certain losses which
they may suffer, including losses incurred arising from their performance of their obligations under the
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Hong Kong Underwriting Agreement and any breach by the Company of the Hong Kong Underwriting
Agreement.

The International Offering

In connection with the International Offering, it is expected that the Company will enter into
the International Underwriting Agreement with the International Underwriters. Under the International
Underwriting Agreement, among others, the International Underwriters will, subject to certain
conditions set out therein, severally and not jointly, agree to procure subscribers or purchasers for the
International Offer Shares, failing which they agree to subscribe for or purchase their respective
proportions of the International Offer Shares which are not taken up under the International Offering.

The Company is expected to grant to the International Underwriters the Over-allotment Option,
exercisable by the Joint Global Coordinators on behalf of the International Underwriters at any time
from the date of the International Underwriting Agreement until the 30th day after the last day for
lodging applications under the Hong Kong Public Offering, to require the Company to issue and allot
up to an aggregate of 18,280,200 additional Offer Shares, representing approximately 15% of the
initial Offer Shares, at the same price per Offer Share under the International Offering to cover, among
other things, over allocations (if any) in the International Offering.

It is expected the International Underwriting Agreement may be terminated on similar grounds
as the Hong Kong Underwriting Agreement. Potential investors shall be reminded that in the event that
the International Underwriting Agreement is not entered into, the Global Offering will not proceed.

Commission and Expenses

The Hong Kong Underwriters will receive an underwriting commission of 2.5% of the
aggregate Offer Price of the Hong Kong Offer Shares initially offered under the Hong Kong Public
Offering, out of which they will pay any sub-underwriting commission. For unsubscribed Hong Kong
Offer Shares reallocated to the International Offering, the Company will pay an underwriting
commission at the rate applicable to the International Offering and such commission will be paid to the
relevant International Underwriters (but not the Hong Kong Underwriters). The Company may also in
its sole discretion pay the Hong Kong Underwriters an additional incentive fee of up to 1.0% of the
aggregate Offer Price of the Hong Kong Offer Shares initially offered under the Hong Kong Public
Offering.

The aggregate underwriting commissions payable to the Underwriters in relation to the Global
Offering (assuming an Offer Price of HK$11.08 per Offer Share (being the mid-point of the indicative
Offer Price range), the full payment of the discretionary incentive fee and the exercise of the Over-
allotment Option in full) are expected to be approximately HK$54.3 million.

Assuming an Offer Price of HK$11.08 per H Share (being the mid-point of the indicative Offer
Price range), the aggregate commissions and fees (assuming the full payment discretionary incentive
fee and no exercise of the Over-allotment Option), together with listing fees, SFC transaction levy,
Hong Kong Stock Exchange trading fee, legal and other professional fees and printing and other
expenses, payable by the Company relating to the Global Offering are estimated to be approximately
HK$112.8 million in total. Such commissions, fees and expenses are payable by the Company.
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The commission and expenses were determined after arm’s length negotiation between the
Company and the Hong Kong Underwriters or other parties by reference to the current market
conditions.

HONG KONG UNDERWRITERS’ INTERESTS IN THE COMPANY

Save for its obligations under the Hong Kong Underwriting Agreement, none of the
Hong Kong Underwriters has any shareholding interests in the Company or the right or option
(whether legally enforceable or not) to subscribe for or nominate persons to subscribe for securities in
the Company.

Following the completion of the Global Offering, the Underwriters and their affiliated
companies may hold a certain portion of the H Shares as a result of fulfilling their obligations under the
Underwriting Agreements.

JOINT SPONSORS’ INDEPENDENCE

The Joint Sponsors satisfies the independence criteria set out in Rule 3A.07 of the Hong Kong
Listing Rules.

RESTRICTIONS ON THE OFFER SHARES

No action has been taken to permit a public offering of the Offer Shares other than in Hong
Kong, or the distribution of this prospectus in any jurisdiction other than in Hong Kong. Accordingly,
this prospectus may not be used for the purpose of, and does not constitute, an offer or invitation in any
jurisdiction or in any circumstances in which such an offer or invitation is not authorized or to any
person to whom it is unlawful to make such an offer or invitation. In particular, the Offer Shares have
not been offered or sold, and will not be offered or sold, directly or indirectly, in China and the U.S.

ACTIVITIES BY SYNDICATE MEMBERS

The underwriters of the Hong Kong Public Offering and the International Offering (together,
the “Syndicate Members™) and their affiliates may each individually undertake a variety of activities
(as further described below) which do not form part of the underwriting or stabilizing process.

The Syndicate Members and their affiliates are diversified financial institutions with
relationships in countries around the world. These entities engage in a wide range of commercial and
investment banking, brokerage, funds management, trading, hedging, investing and other activities for
their own account and for the account of others. In the ordinary course of their various business
activities, the Syndicate Members and their respective affiliates may purchase, sell or hold a broad
array of investments and actively trade securities, derivatives, loans, commodities, currencies, credit
default swaps and other financial instruments for their own account and for the accounts of their
customers. Such investment and trading activities may involve or relate to assets, securities and/or
instruments the Company and/or persons and entities with relationships with the Company and may
also include swaps and other financial instruments entered into for hedging purposes in connection
with the Group’s loans and other debt.

In relation to the H Shares, the activities of the Syndicate Members and their affiliates could
include acting as agent for buyers and sellers of the H Shares, entering into transactions with those
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buyers and sellers in a principal capacity, including as a lender to initial purchasers of the H Shares
(which financing may be secured by the H Shares) in the Global Offering, proprietary trading in the
H Shares, and entering into over the counter or listed derivative transactions or listed or unlisted
securities transactions (including issuing securities such as derivative warrants listed on a stock
exchange) which have as their underlying assets, assets including the H Shares. Such transactions may
be carried out as bilateral agreements or trades with selected counterparties. Those activities may
require hedging activity by those entities involving, directly or indirectly, the buying and selling of the
H Shares, which may have a negative impact on the trading price of the H Shares. All such activities
could occur in Hong Kong and elsewhere in the world and may result in the Syndicate Members and
their affiliates holding long and/or short positions in the H Shares, in baskets of securities or indices
including the H Shares, in units of funds that may purchase the H Shares, or in derivatives related to
any of the foregoing.

In relation to issues by Syndicate Members or their affiliates of any listed securities having the
Shares as their underlying securities, whether on the Hong Kong Stock Exchange or on any other stock
exchange, the relevant rules of the exchange may require the issuer of those securities (or one of its
affiliates or agents) to act as a market maker or liquidity provider in the security, and this will also
result in hedging activity in the Shares in most cases.

All such activities may occur both during and after the end of the stabilizing period described in
the section headed “Structure of the Global Offering” in this prospectus. Such activities may affect the
market price or value of the Shares, the liquidity or trading volume in the Shares and the volatility of
the price of the Shares, and the extent to which this occurs from day to day cannot be estimated.

It should be noted that when engaging in any of these activities, the Syndicate Members will be
subject to certain restrictions, including the following:

(a) the Syndicate Members (other than the Stabilizing Manager or any person acting for it)
must not, in connection with the distribution of the Offer Shares, effect any transactions
(including issuing or entering into any option or other derivative transactions relating to
the Offer Shares) whether in the open market or otherwise, with a view to stabilizing or
maintaining the market price of any of the Offer Shares at levels other than those which
might otherwise prevail in the open market; and

(b) the Syndicate Members must comply with all applicable laws and regulations, including
the market misconduct provisions of the SFO, including the provisions prohibiting insider
dealing, false trading, price rigging and stock market manipulation.

Certain of the Syndicate Members or their respective affiliates have provided from time to time,
and expect to provide in the future, investment banking and other services to the Company and its
affiliates for which such Syndicate Members or their respective affiliates have received or will receive
customary fees and commissions.

OVER-ALLOTMENT AND STABILIZATION

Details of the arrangements relating to the Over-allotment Option and stabilization are set forth
in “Structure of the Global Offering.”
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THE GLOBAL OFFERING

This prospectus is published in connection with the Hong Kong Public Offering as part of the
Global Offering. The Global Offering comprises (subject to adjustment and the Over-allotment
Option):

(i) the Hong Kong Public Offering of 12,187,200 Offer Shares (subject to reallocation as
mentioned below) in Hong Kong as described below in “The Hong Kong Public Offering”
below; and

(i) the International Offering of an aggregate of 109,680,800 Offer Shares (subject to
reallocation as mentioned below) outside the United States (including to professional and
institutional investors within Hong Kong) in offshore transactions in reliance on
Regulation S and in the United States to Qualified Institutional Buyers, or QIBs, in
reliance on Rule 144A pursuant to an exemption from the registration requirements of the
U.S. Securities Act.

Investors may apply for Offer Shares under the Hong Kong Public Offering or apply for or
indicate an interest for Offer Shares under the International Offering, but may not do both.

The Offer Shares will represent approximately 25.00% of the enlarged registered share capital
of the Company immediately after completion of the Global Offering without taking into account the
exercise of the Over-allotment Option. If the Over-allotment Option is exercised in full, the Offer
Shares will represent approximately 27.71% of the enlarged registered share capital immediately after
completion of the Global Offering and the exercise of the Over-allotment Option as set out in the
paragraph headed “Over-allotment Option” below.

The number of Offer Shares to be offered under the Hong Kong Public Offering and the
International Offering may be subject to reallocation as described in “The Hong Kong Public
Offering—Reallocation” below.

THE HONG KONG PUBLIC OFFERING
Number of Offer Shares initially offered

Our Company is initially offering 12,187,200 Offer Shares for subscription by the public in
Hong Kong at the Offer Price, representing approximately 10% of the total number of Offer Shares
initially available under the Global Offering.

The Hong Kong Public Offering is open to members of the public in Hong Kong as well as to
institutional and professional investors. The Hong Kong Offer Shares will represent approximately
2.50% of the Company’s registered share capital immediately after completion of the Global Offering,
assuming that the Over-allotment Option is not exercised. Professional investors generally include
brokers, dealers, companies (including fund managers) whose ordinary business involves dealing in
shares and other securities and corporate entities which regularly invest in shares and other securities.

Completion of the Hong Kong Public Offering is subject to the conditions as set out in
“Conditions of the Hong Kong Public Offering” below.
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Allocation

The total number of Offer Shares initially available under the Hong Kong Public Offering (after
taking account of any reallocation referred to below) is to be divided into two pools for allocation
purposes: 6,093,600 Offer Shares for pool A and 6,093,600 Offer Shares for pool B. The Offer Shares
in pool A will be allocated on an equitable basis to successful applicants who have applied for Offer
Shares with an aggregate price of HK$5 million (excluding 1% brokerage, 0.0027% SFC transaction
levy and 0.005% Hong Kong Stock Exchange trading fee payable) or less.

The Offer Shares in pool B will be allocated on an equitable basis to applicants who have
applied for Offer Shares with an aggregate price of more than HK$5 million (excluding 1% brokerage,
0.0027% SFC transaction levy and 0.005% Hong Kong Stock Exchange trading fee payable) and up to
the total value in pool B.

Investors should be aware that applications in pool A and applications in pool B may receive
different allocation ratios. If Offer Shares in one pool (but not both pools) are undersubscribed, the
surplus Offer Shares will be transferred to the other pool to satisfy demand in that other pool and be
allocated accordingly. For the purpose of this paragraph only, the “price” for Offer Shares means the
price payable on application therefor (without regard to the Offer Price as finally determined).

Applicants can only receive an allocation of Offer Shares from either pool A or pool B but not
from both pools. In addition, multiple or suspected multiple applications and any application for more
than 6,093,600 Offer Shares, being the maximum number of Offer Shares initially comprised in pool B
in the Hong Kong Public Offering, are liable to be rejected.

Allocation of Offer Shares to investors under the Hong Kong Public Offering, both in relation
to pool A and B, will be based solely on the level of valid applications received under the Hong Kong
Public Offering. The basis of allocation in each pool may vary, depending on the number of Hong
Kong Offer Shares validly applied for by each applicant. The allocation could, where appropriate,
consist of balloting, which would mean that some applicants may receive a higher allocation than
others who have applied for the same number of Hong Kong Offer Shares, and those applicants who
are not successful in the ballot may not receive any Hong Kong Offer Shares.

Reallocation

Paragraph 4.2 of Practice Note 18 of the Hong Kong Listing Rules requires a clawback
mechanism to be put in place which would have the effect of increasing the number of Hong Kong
Offer Shares to certain percentages of the total number of Offer Shares offered in the Global Offering
if certain prescribed total demand levels are reached. In the event of over-applications, the Joint Global
Coordinators, after consultation with us, shall apply a clawback mechanism following the closing of
the application lists on the following basis:

»  If the Hong Kong Public Offering is oversubscribed by less than 15 times of the number of
H Shares initially available under the Hong Kong Public Offering, then H Shares will not
be reallocated to the Hong Kong Public Offering from the International Offering, so that
the total number of Offer Shares available under the Hong Kong Public Offering will be
12,187,200 H Shares, representing approximately 10% of the H Shares initially available
under the Global Offering.

e If the number of the H Shares validly applied for in the Hong Kong Public Offering
represents 15 times or more but less than 50 times of the number of H Shares initially
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available under the Hong Kong Public Offering, then H Shares will be reallocated to the
Hong Kong Public Offering from the International Offering, so that the total number of
Offer Shares available under the Hong Kong Public Offering will be 36,560,400 H Shares,
representing 30% of the H Shares initially available under the Global Offering.

* If the number of the H Shares validly applied for in the Hong Kong Public Offering
represents 50 times or more but less than 100 times of the number of the H Shares initially
available under the Hong Kong Public Offering, then the number of H Shares to be
reallocated to the Hong Kong Public Offering from the International Offering will be
increased so that the total number of the H Shares available under the Hong Kong Public
Offering will be 48,747,600 H Shares, representing approximately 40% of the H Shares
initially available under the Global Offering.

e If the number of the H Shares validly applied for in the Hong Kong Public Offering
represents 100 times or more of the number of the H Shares initially available for
subscription under the Hong Kong Public Offering, then the number of H Shares to be
reallocated to the Hong Kong Public Offering from the International Offering will be
increased, so that the total number of the H Shares available under the Hong Kong Public
Offering will be 60,934,200 H Shares, representing approximately 50% of the H Shares
initially available under the Global Offering.

In addition, the Joint Global Coordinators may reallocate Offer Shares from the International
Offering to the Hong Kong Public Offering to satisfy valid applications under the Hong Kong Public
Offering. In accordance with Guidance Letter HKEx-GL91-18 issued by the Hong Kong Stock
Exchange, if (a) the International Offering is undersubscribed and the Hong Kong Public Offering are
fully subscribed or oversubscribed irrespective of the number of times or (b) when the International
Offering is fully subscribed or oversubscribed and the Hong Kong Public Offering is oversubscribed
by less than 15 times the total number of Offer Shares initially available under the Hong Kong Public
Offering, then in any of these circumstances, the Joint Global Coordinators may only reallocate Offer
Shares from the International Offering to the Hong Kong Public Offering other than pursuant to
Practice Note 18 of the Hong Kong Listing Rules on the following conditions:

(i) the total number of Offer Shares that may be reallocated from the International Offering to
the Hong Kong Public Offering shall be not more than the number of Offer Shares initially
allocated to the Hong Kong Public Offering i.e. 12,187,200 H Shares, representing
approximately 10% of the H Shares initially available under the Global Offering, so that
the total number of Offer Shares for subscription under the Hong Kong Public Offering
will increase up to 24,374,400 H Shares, representing two times the number of Hong Kong
Offer Shares initially available under the Hong Kong Public Offering and approximately
20% of the H Shares initially available under the Global Offering; and

(i) the final Offer Price shall be fixed at the low-end of the indicative offer price range stated
in this prospectus (i.e. HK$9.68 per Offer Share).

In accordance with Guidance Letter HKEX-GL91-18 issued by the Hong Kong Stock
Exchange, if such reallocation is done other than pursuant to Practice Note 18 of the Hong Kong
Listing Rules, the maximum total number of Offer Shares that may be reallocated to the Hong Kong
Public Offering following such reallocation shall be not more than double the initial allocation to the
Hong Kong Public Offering (i.e. 24,374,400 H Shares) and the final Offer Price shall be fixed at the
low-end of the indicative price range stated in this prospectus (i.e. HK$9.68 per Offer Share).
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In each case, the additional Offer Shares reallocated to the Hong Kong Public Offering will be
allocated between pool A and pool B and the number of Offer Shares allocated to the International
Offering will be correspondingly reduced in such manner as the Joint Global Coordinators deem
appropriate.

If the Hong Kong Public Offering is not fully subscribed for, the Joint Global Coordinators will
have the discretion (but shall not be under any obligation) to reallocate to the International Offering all
or any unsubscribed Hong Kong Offer Shares in such proportion and amounts as they deem
appropriate. Conversely, the Joint Global Coordinators may at their discretion reallocate Offer Shares
from the International Offering to the Hong Kong Public Offering to satisfy valid applications under
the Hong Kong Public Offering.

Applications

Each applicant under the Hong Kong Public Offering will also be required to give an
undertaking and confirmation in the Application Form submitted by him that he and any person(s) for
whose benefit he is making the application have not applied for or taken up, or indicated an interest for,
and will not apply for or take up, or indicate an interest for, any Offer Shares under the International
Offering, and such applicant’s application is liable to be rejected if the said undertaking and/or
confirmation is breached and/or untrue (as the case may be) or the applicant (or any person for whose
benefit he is making the application) has been or will be placed or allocated Offer Shares under the
International Offering.

Applicants under the Hong Kong Public Offering are required to pay, on application, the
maximum price of HK$12.48 per H Share in addition to any brokerage, SFC transaction levy and Hong
Kong Stock Exchange trading fee payable on each Offer Share. If the Offer Price, as finally determined
in the manner described in “Pricing of the Global Offering” below, is less than the maximum price of
HK$12.48 per H Share, appropriate refund payments (including the brokerage, SFC transaction levy
and Hong Kong Stock Exchange trading fee attributable to the surplus application monies) will be
made to successful applicants, without interest. Further details are set out below in “How to Apply for
Hong Kong Offer Shares.”

References in this prospectus to applications, Application Forms, application monies or the
procedure for application relate solely to the Hong Kong Public Offering.

THE INTERNATIONAL OFFERING
Number of Offer Shares offered

Subject to reallocation as described above, the International Offering will consist of an
aggregate of 109,680,800 Offer Shares to be offered by us.

Allocation

The International Offering will include selective marketing of Offer Shares to institutional and
professional investors and other investors anticipated to have a sizeable demand for such Offer Shares.
Professional investors generally include brokers, dealers, companies (including fund managers) whose
ordinary business involves dealing in shares and other securities and corporate entities which regularly
invest in shares and other securities. Allocation of Offer Shares pursuant to the International Offering
will be effected in accordance with the “book-building” process described in “Pricing of the Global
Offering” below and based on a number of factors, including the level and timing of demand, the total
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size of the relevant investor’s invested assets or equity assets in the relevant sector and whether or not
it is expected that the relevant investor is likely to buy further Offer Shares, and/or hold or sell its Offer
Shares, after the listing of the Offer Shares on the Hong Kong Stock Exchange. Such allocation is
intended to result in a distribution of the Offer Shares on a basis which would lead to the establishment
of a solid professional and institutional shareholder base to the benefit of our Company and its
shareholders as a whole.

The Joint Global Coordinators (for themselves and on behalf of the Underwriters) may require
any investor who has been offered Offer Shares under the International Offering, and who has made an
application under the Hong Kong Public Offering to provide sufficient information to the Joint Global
Coordinators so as to allow them to identify the relevant application under the Hong Kong Public
Offering and to ensure that it is excluded from any application of Offer Shares under the Hong Kong
Public Offering.

Over-allotment Option

In connection with the Global Offering, we are expected to grant an Over-allotment Option to
the International Underwriters exercisable by the Joint Global Coordinators on behalf of the
International Underwriters.

Pursuant to the Over-allotment Option, the Joint Global Coordinators have the right,
exercisable at any time from the date of the International Underwriting Agreement until the 30th day
after the last day for lodging applications under the Hong Kong Public Offering, to require our
Company to issue and allot up to 18,280,200 additional Offer Shares, representing 15% of the initial
Offer Shares, at the same price per Offer Share under the International Offering to cover, among other
things, over-allocation in the International Offering, if any. If the Over-allotment Option is exercised in
full, the additional Offer Shares will represent approximately 3.61% of the Company’s enlarged share
capital immediately following the completion of the Global Offering and the exercise of the Over-
allotment Option. In the event that the Over-allotment Option is exercised, an announcement will be
made.

PRICING OF THE GLOBAL OFFERING

The International Underwriters will be soliciting from prospective investors indications of
interest in acquiring Offer Shares in the International Offering. Prospective professional and
institutional investors will be required to specify the number of Offer Shares under the International
Offering they would be prepared to acquire either at different prices or at a particular price. This
process, known as “book-building” is expected to continue up to, and to cease on or around, the last
day for lodging applications under the Hong Kong Public Offering.

Pricing for the Offer Shares for the purpose of the various offerings under the Global Offering
will be fixed on the Price Determination Date, which is expected to be on or around
Wednesday, October 30, 2019 and in any event on or before Tuesday, November 5, 2019, by
agreement between the Joint Global Coordinators (for themselves and on behalf of the Underwriters)
and the Company and the number of Offer Shares to be allocated under various offerings will be
determined shortly thereafter.

The Offer Price will not be more than HK$12.48 per H Share and is expected to be not less than
HK$9.68 per H Share unless otherwise announced, as further explained below, not later than the
morning of the last day for lodging applications under the Hong Kong Public Offering. Prospective
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investors should be aware that the Offer Price to be determined on the Price Determination Date
may be, but is not expected to be, lower than the indicative Offer Price range stated in this
prospectus.

The Joint Global Coordinators (for themselves and on behalf of the Underwriters), may, where
considered appropriate, based on the level of interest expressed by prospective professional and
institutional investors during the book-building process, and with the consent of our Company, reduce
the number of Offer Shares being offered under the Global Offering and/or the indicative Offer Price
range below that stated in this prospectus at any time on or prior to the morning of the last day for
lodging applications under the Hong Kong Public Offering. In such case, our Company will, as soon as
practicable following the decision to make any such reduction, and in any event not later than the
morning of the day which is the last day for lodging applications under the Hong Kong Public
Offering, cause there to be published in South China Morning Post (in English) and Hong Kong
Economic Times (in Chinese) notices of any such reduction in the number of Offer Shares being
offered under the Global Offering and/or the indicative offer price range and will, as soon as
practicable following the decision to make such reduction, issue a supplemental prospectus updating
investors of the change in the number of Offer Shares being offered under the Global Offering and/or
the indicative Offer Price range, extend the period under which the Hong Kong Public Offering was
opened for acceptance to allow potential investors sufficient time to consider their subscriptions or
reconsider their submitted subscriptions, and give potential investors who had applied for the Hong
Kong Offer Shares the right to withdraw their applications under the Hong Kong Public Offering.
Upon issue of a notice and supplemental prospectus in the reduction of the Offer Price, the revised
offer price range will be final and conclusive and the Offer Price, if agreed upon by the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and our Company, will be fixed
within such revised offer price range. Applicants should have regard to the possibility that any
announcement of any such reduction in the number of Offer Shares being offered under the
Global Offering and/or the indicative Offer Price range may not be made until the day which is
the last day for lodging applications under the Hong Kong Public Offering. Such notice and
supplemental prospectus will also include confirmation or revision, as appropriate, of the working
capital statement, the Global Offering statistics, and future plans and use of proceeds as currently set
out in this prospectus and any other financial information which may change as a result of such
reduction. If the number of Offer Shares and/or the indicative Offer Price range is so reduced,
applicant(s) who have already submitted an application will be notified that they are required to
confirm their applications. All applicant(s) who have already submitted an application need to confirm
their applications in accordance with the procedures set out in the supplemental prospectus and all
unconfirmed applications will not be valid. In the absence of any notice published in relation to the
reduction in the Offer Price, the Offer Price, if agreed upon with our Company and the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) will under no circumstances be set
outside the offer price range as stated in this prospectus.

In the event of a reduction in the number of Offer Shares being offered under the Global
Offering, the Joint Global Coordinators may at their discretion reallocate the number of Offer Shares to
be offered under the Hong Kong Public Offering and the International Offering, provided that the
number of H Shares comprised in the Hong Kong Public Offering shall not be less than 10% of the
total number of Offer Shares in the Global Offering. The Offer Shares to be offered in the In