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OVERVIEW

We are a construction group based in Tianjin which offers comprehensive construction
services. According to the Frost & Sullivan Report, there were 2,547 construction
enterprises in Tianjin in 2022, which our Group accounted for a market share of 0.1% in
the overall construction market in terms of construction revenue in Tianjin in 2022. We
ranked fourth among the private companies engaged in municipal public construction in
Tianjin in terms of revenue generated from municipal public construction works in 2022,
representing a market share of approximately 0.2%. During the Track Record Period, we
primarily engaged in construction business and strove to provide high quality construction
services to our customers by leveraging our self-developed Jiexiao System, a comprehensive
construction project management software equipped with multiple functions including cost
monitoring, progress measuring and resources tracking.

According to the Frost & Sullivan Report, among the 2,547 and 3,351 construction
enterprises in Tianjin in 2022 and 2023, respectively, there were only three and four
construction companies which possessed qualifications in both petrochemical engineering
works and highway construction works at the same time, respectively, out of which we were
the only construction company which is a private company. In addition to qualifications in
petrochemical engineering works and highway construction works, we also possessed
qualifications in municipal public construction works and building construction, enabling
us to participate in a wider range of projects compared to construction companies
possessing fewer qualifications. As of the Latest Practicable Date, we possessed 25
qualifications related to our construction business, which included two first-grade
construction qualifications: (i) first-grade qualification in petrochemical engineering
construction general contracting* (it T LAl THKESHEH); and (ii) first-grade
qualification in foundation construction professional contracting* (HiF&FEHE T2 B 25K
—# &), For details, please refer to the paragraph headed “— Licenses, Qualifications
and Permits” in this section.

During the Track Record Period, we received a number of honors and certificates for
our technological innovation and digital exploration in the field of construction, including
the Leading Enterprise in the Strategic Emerging Industries in Tianjin* (K 7 $H& M #7 Bl
SR H A ), Specialized, Sophisticated, Unique and Innovative Small and Medium-sized
Enterprises in Tianjin* (KEHT [ SREFHH I /M 2E), Leading Nurturing Technological
Enterprises in Tianjin* (KENRHEFER T4 %), and High and New Technology
Enterprise* (m##4flI{>3). Furthermore, as of the Latest Practicable Date, we had 23
patents and 17 software copyrights.

During the Track Record Period, we primarily focused on construction business,
comprising (i) municipal public construction works, which mainly included road
construction and traffic facilities construction; (ii) foundation works, which mainly
included foundation construction and earthwork; (iii) building construction related
works; and (iv) petrochemical engineering works.
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Our construction projects are mainly located in Tianjin, the revenue of which
accounted for 92.9%, 97.4% and 86.6% of our total revenue generated from construction
projects for the years ended December 31, 2021, 2022 and 2023, respectively.

During the Track Record Period, our reputation was built in the construction industry
in Tianjin with an operating history of more than a decade. By leveraging our brand and
industry experience, we aim to capture more market share in the relevant market.

By capitalizing on our industry experience and quality service, during the Track
Record Period, we undertook 145 construction projects and served 67 customers including
government authorities, state-owned enterprises, and private enterprises. As of December
31, 2023, we had a total of 27 ongoing projects (including projects in progress and projects
undertaken by us but not yet commenced) with a total contract amount (exclude variation
orders) of approximately RMB262.2 million.

Since late 2020, in order to capture the business opportunities arising from the
substantial investment in infrastructure projects of larger size by the local government in
Tianjin, we adjusted our business focus from small-to-mid size construction projects to
large scale construction projects (i.e. projects with original contract value (not including
VAT) of more than RMB10.0 million), particularly municipal public construction projects,
to expand our business and enhance our market position in the construction industry in
Tianjin. During the Track Record Period, we recognized revenue of RMB203.2 million,
RMB241.6 million and RMB265.3 million, from 11, 19 and 21 large scale projects,
respectively, accounting for 73.9%, 83.9% and 83.3% of our total revenue of the same year,
respectively. As of January 31, 2024, we had 12 ongoing large scale projects with a backlog
value of RMB143.0 million, accounting for 89.5% of the total backlog value. Despite we
adjusted our business focus since late 2020 from small-to-mid size construction projects to
large scale construction projects, there was no material change in our profitability during
the Track Record Period, and our gross profit margin maintained relatively stable at
26.1%, 25.2% and 25.1% respectively during the Track Record Period. On the other hand,
the gross profit margin of our municipal public construction projects also remained
relatively stable at 29.1%, 24.6% and 27.6% respectively during the Track Record Period.
In terms of our liquidity, our undertaking of more large scale construction projects could
lead to a larger fluctuation in the balance of our cash and cash equivalents since our
progress of construction work varied among the projects at different point of time. We may
experience significant amount of cash outflow at a specific point of time when the large
scale projects are at the initial stage which make us incur significant amount of upfront cost,
which may lead to a decrease in the amount of cash and cash equivalents at the relevant
point of time. For details of our measures for managing our liquidity position, please refer
to the section headed “Financial Information — Liquidity and capital resources” in this
document. On the other hand, given a majority of our customers of the large scale projects
we undertook during the Track Record Period were government authorities or state-owned
enterprises, which usually have more internal procedures for certification and settlement,
our undertaking of more large scale projects could lead to the slower conversion of contract
assets to trade receivables and longer settlement time for the trade receivables. We have
adopted internal control policies on monitoring the certification and settlement procedures
of our contract assets and the settlement of our trade and bills receivables. For details of
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our internal control policies, please refer to the section headed “Financial Information —
Description of selected items of the consolidated statements of financial position — Trade
receivables and contract assets control policy” in this document.

Our total revenue increased from RMB274.9 million in 2021 to RMB319.4 million in
2023, with a CAGR of 7.8% from 2021 to 2023. Such increase was mainly due to the overall
expansion of our construction business. During the Track Record Period, the average
contract amount for our new projects increased from RMB4.5 million in 2021 to RMB12.4
million in 2023. Our gross profit increased from RMB71.7 million in 2021 to RMB&80.3
million in 2023, with a CAGR of 5.8% from 2021 to 2023. We believe that the improvement
in our business progress control, particularly with the adoption of Jiexiao System, will
enable us to better control the use of materials, equipment and labor and reduce wastage on
a continuous basis, and allow us to reduce overrun in the midst of our growing business
volume.

We have used our self-developed Jiexiao System, a construction project management
software, which has functions covering various phases of construction project management,
spanning from processing internal approval of contracts upon commencement of projects to
settlement upon completion of projects. Jiexiao system facilitates effective management of
our projects with functions including cost control, resources tracking, personnel
management and progress monitoring. For details of the Jiexiao System, please refer to
the paragraph headed “— Intellectual Property — Our Jiexiao System™ in this section.

With years of experience in the construction industry, we believe that we have
continuously provided professional construction services to our customers by gaining
in-depth understanding of the standards and requirements of various customers for
different projects. According to the Frost & Sullivan Report, the total revenue of the
construction industry in the PRC increased from approximately RMB21.2 trillion to
approximately RMB27.3 trillion from 2018 to 2022 at a CAGR of approximately 6.5%. It is
expected that in line with the growth and development of the total output value of the
construction industry, the total revenue of the construction industry is expected to grow
continuously, and is expected to reach approximately RMB36.1 trillion at a CAGR of
approximately 5.7% from 2022 to 2027. Given the market prospects and future demand for
the construction industry in the PRC, as a participant in the construction market, we
believe that we will be able to benefit from the sustainable development of the industry.
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COMPETITIVE STRENGTHS
We believe that our success is derived from the following competitive strengths:

We are capable of providing comprehensive construction services with proven track record and
are able to seize the market opportunities to achieve sizeable growth

Since our establishment, we have focused mainly on municipal public construction in
Tianjin and have gained a foothold in the market in the past decade. According to the Frost
& Sullivan Report, we ranked fourth among private companies engaged in municipal public
construction in Tianjin in terms of revenue generated from municipal public construction
works in 2022. We were acclaimed as a Leading Enterprise in the Strategic Emerging
Industries in Tianjin® (I3 7 w0 B2 SE 9 H A 3£), Specialized, Sophisticated, Unique
and Innovative Small and Medium-sized Enterprises in Tianjin* (K[ BRGERH |4 /M
%), and Leading Nurturing Technological Enterprise in Tianjin* (RK{E TR EERE T 4
%) in recognition of our technological innovation and digital exploration in the field of
construction.

Our performance experienced rapid growth as a result of our commitment to providing
professional construction services to our customers and our continued efforts to enhance
our market recognition. During the Track Record Period, we provided services to a total of
67 customers and undertook 145 construction projects; we were awarded 23, seven and 11
municipal public construction projects, respectively; we were awarded two, four and three
foundation works projects, respectively; we were awarded 25, 13 and three building
construction related projects, respectively; and we were awarded 11, seven and seven
petrochemical engineering projects, respectively.

Our total revenue increased from RMB274.9 million in 2021 to RMB319.4 million in
2023, representing a CAGR of 7.8%. During the Track Record Period, we conducted
customer survey for our completed projects and most of the feedback from our customers
indicated that they were satisfied with our services in terms of project progress, project
quality, fulfillment of contractual responsibilities, project management and personnel
quality, and that they are willing to cooperate with us again in the future. During the Track
Record Period, among our 67 customers, 24 of our customers contributed to our revenue
for more than one year, amounting to RMB582.4 million of revenue in total, representing
66.1% of our total revenue.

During the Track Record Period, the majority of our customers were located in
Tianjin. According to the Frost & Sullivan Report, infrastructure investment in Tianjin has
continued to rise from approximately RMBO0.3 trillion in 2018 to approximately RMB0.4
trillion in 2022, representing a CAGR of approximately 10.3%, while it is forecasted to
grow at a CAGR of approximately 6.0% from 2022 to 2027. The market size of municipal
public construction in Tianjin is forecasted to grow from approximately RMB45.9 billion in
2022 to approximately RMB71.2 billion in 2027, representing a CAGR of approximately
9.2%. For further details, please refer to the section headed “Industry Overview” in this
document.

- 132 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

As illustrated by the market data above, the municipal public construction market in
Tianjin is expected to grow further in the coming years. According to the Frost & Sullivan
Report, the Tianjin municipal public construction market is highly fragmented and there is
no dominant player in the market. Given that the size of the market is considerably sizable
as compared to that of our Group, our Group sees high growth potential in the municipal
public construction industry in Tianjin. As such, construction companies with competitive
edge and the ability to overcome relevant entry barriers in the area, such as our Group,
would be able to achieve sizeable growth if they are able to seize the market opportunities.
According to Frost & Sullivan, construction projects have become more complex and larger
in scale with the increasing urbanization rate and the rapid development of the construction
industry in the PRC, therefore, opportunities are created for construction companies and
require higher standards of project management in terms of modeling, evaluation and
control to achieve an overall balance of time, cost, quality and safety. Besides, the industry
requires contractors to possess significant experience and practical capabilities to address
technical challenges and complex projects, creating high professional and technical barriers.
In order to maximize the capability of construction companies to undertake different types
of construction works, construction companies are required to possess various kinds of
expertise and qualifications. We possess a wide range of construction qualifications and
licenses that allow us to provide comprehensive construction services and achieve
substantial growth during the Track Record Period, which is evidenced by the increase in
our revenue from RMB274.9 million for the year ended December 31, 2021 to RMB319.4
million for the year ended December 31, 2023, representing a CAGR of 7.8%.

In light of the above, we believe that the development potential of the relevant market
in Tianjin will offer extensive market prospects for our business development. In addition,
due to our continuous efforts in R&D and capabilities in the construction sector, we have
received support from local government authority. On May 16, 2022, we entered into an
investment cooperation agreement with the Tianjin Economic and Technological
Development Area Administrative Committee®* — (REZEH AT R Z B &),
pursuant to which the Tianjin Economic and Technological Development Area
Administrative Committee* (KUFHELSPH M #ERE M Z B €) conditionally agreed to
provide us with support in various areas, including operation, technological innovation,
subsidies for talents, taxation and marketing. The above-mentioned support policy will
generally remain in force until November 30, 2027. For further details, please refer to “—
Investment Cooperation Agreement” in this section.

Considering the above favorable factors, we believe that we are well-positioned to take
advantage over these market drivers and further develop our business. We also believe that
our diverse range of project experience and professional construction services have, and will
be able to, put us in a favorable position in this growing industry and to out-compete our
peers.
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We have implemented stringent project cost control throughout the project life-cycle, through
application of our self-developed Jiexiao System

According to the Frost & Sullivan Report, the 14th Five-Year period is a critical
period to accelerate the transformation and development of the construction industry.
According to “14th Five-Year Construction Industry Development Plan” ([ V0 . | i 5 2
#EJEHI#E])), the construction sector in the PRC is expected to realize comprehensive
industrialization, with great improvements to the quality of buildings and its
business-innovation capability by 2035. The government will promote the use of
information technology in the construction sector by encouraging cooperation between
construction companies, internet enterprises and research institutes.

To correspond to the policy directions set out by the government together with our
Company’s continuing focus on internal control and cost management of our construction
projects, we self-developed a comprehensive construction project management software
equipped with various functions including cost monitoring, progress measuring and
resources tracking. Through the Jiexiao System, we can conduct cost analysis, contract
management, schedule control, quality inspections, etc., allowing us to streamline
processes, optimize resource allocation, and enhance project coordination. For further
details of our Jiexiao System, please refer to the paragraph headed “— Intellectual Property
— Our Jiexiao System” in this section.

We believe that the Jiexiao System could (i) strengthen the control of project progress
by recording important quantitative information of the contract, quantity list (L2 & i #)
and the execution process; (ii) allow the management team to monitor the project progress
and usage of materials, equipment and labor on a continuous basis and reduce overrun and
deviation from payment schedule and quantity list; and (iii) facilitate accurate measurement
and reduce cost wastage, data tempering and human input error by automatic measurement
with the assistance of IoT and RFID technologies. Thus, our Company can exercise
stringent cost control by timely identifying any deviation from our cost evaluation. Any
overspending will have to be approved by relevant authorized personnel on the Jiexiao

System.

The Ministry of Industry and Information Technology of the PRC promulgated the
“14th Five-Year Plan for the In-Depth Integration of Informatization and
Industrialization” (<[ V0 # {75 B L AL GFEE R A2 E])) in 2021 and the Tianjin
Municipal Government also implemented the related policies. Corresponding to such policy
directions, we integrated our software into management of our construction projects, and
obtained the Integration of Informationization and Industrialization Management System
Certificate (W fb Rl &4 P R 7€ % 3F) on January 21, 2022.
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We possess multiple kinds of construction qualifications and licenses allowing us to be a
comprehensive construction service provider

According to the Frost & Sullivan Report, among the 2,547 and 3,351 construction
enterprises in Tianjin in 2022 and 2023, respectively, there were only three and four
construction companies which possessed qualifications in both petrochemical engineering
works and highway construction works at the same time, respectively, out of which we were
the only private construction company which is a private company. In addition to
qualifications in petrochemical engineering works and highway construction works, we also
possessed qualifications in municipal public construction works and building construction,
enabling us to participate in a wider range of projects compared to construction companies
possessing fewer qualifications. Our qualifications cover a majority of construction
categories, which strengthen our capability to provide a diverse range of professional
construction services to our customers. As of the Latest Practicable Date, our construction
qualifications included two first-grade qualifications, 21 second-grade qualifications and
two qualifications regardless of grade. Our qualifications cover six out of the 12 general
contracting qualification categories in the construction contracting industry, as well as 14
out of the 36 professional construction contracting qualification categories. For further
details, please refer to the paragraph headed “— Licenses, Qualifications, and Permits” in
this section.

According to the Frost & Sullivan Report, contractors are required to hold licenses or
qualifications relevant to the type of projects they undertake, while demonstrating
professional skills and experience, to compete effectively in the construction industry.
Meanwhile, when determining whether to approve the construction qualification, based on
our past experience the authorities generally consider the number of staff equipped with
appropriate qualifications, historical experiences in sizeable projects, in addition to capital
requirement. Therefore, it generally takes time for construction companies to accumulate
experience and resources before they can obtain such qualification, and we believe that
qualification is one of the key entry barriers in the construction industry. We believe that
the possession of these qualifications will place us in an advantageous position, in particular
when securing projects that require construction service providers to hold multiple kinds of
qualifications, such as the Tianjin Dingzheng Solvent Tank Overhaul Project* (K THIE %
P 24 ) requiring both building construction general contracting* (F5E T2 T 487K f)
and petrochemical construction general contracting®* (f it T THE)il T 2K AL)
qualifications.

On the other hand, our array of qualifications allow us to take on a diverse range of
works, enabling us to diversify our revenue sources and be more flexible in response to
changing economic cycle and market conditions. We believe that our competitive
advantages will continue to increase over our industry peers as the number and grade of
our qualifications increase over time.
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We have developed a set of criteria for project selection which enables us to identify projects
with satisfactory profitability

We place great emphasis on the selection of potential projects for bidding with the aim
of maximizing profitability while maintaining an acceptable period of payment to ensure
orderly and sustainable business operation. We prefer projects that are of high profitability
and customers with sound payment records. Our project selection criteria consists of the
following customers assessment and pre-tender assessment:

o  Customer assessment.: according to the Frost & Sullivan Report, construction
companies in the PRC generally record significant amount of contract assets and
trade and bills receivables, the recoverability of such are often related to the
conditions of the customers. Therefore, we usually perform assessment on the
credit standing of our potential customers at our project identification and
selection stage. Prior to tendering for potential projects, we will generally obtain
background information of the potential customers in relation to their size of
operation, years of establishment, nature of business, registered capital, years of
business cooperation and performance records from various sources, including the
potential customers, information enquiry websites and our business partners. This
assessment process is established to evaluate the operational and payment
capabilities of the potential customers in order to identify the customers which
have good payment record. We assign different credit ratings ranging from A to E
to potential clients using a scoring system. If customers fall within the top two
rating bands, we may consider tendering for the projects of such clients after
taking into account other commercial factors.

®  Pre-tender assessment: upon assessing the credit rating of the potential customers,
in order to enable us to determine a more accurate estimated profit/cost, we
formulate project feasibility studies, project cost assessments and tendering
strategies which include project overview, technical requirements, quantity list,
cost budgets, tender price limits and estimated tender prices. We prepare such
assessment based on (i) the actual conditions of the potential project; (ii) the terms
of the tender documents; (iii) the quotations provided by the relevant suppliers;
and (iv) our prior experience in similar projects. Generally, we will not carry out
marketing and tendering activities for projects with an expected profit margin
below our pre-determined level, and we will prudently consider bidding projects
that fall within our assessment criteria.

We believe that our project selection criteria is a vital tool to allow us to take on
projects that will have a positive effect on our profit and ensure orderly business operations.
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We have quality and safety management system in place that corresponds to customer
requirements

In the course of providing services to our customers, we have implemented
internationally-recognized standards for quality management. Our quality system has
been evaluated and certified as satisfying the requirement of
GB/T19001-2016/1SO9001:2015 and GB/T50430-2017 quality management system
certification. For further information on the quality standards we have adopted, please
refer to the paragraph headed “— Quality Control and Management” in this section. We
have also established an occupational health and safety management system, which has
been certified to satisfy the requirements of GB/T 45001-2020/ISO 45001:2018 standard.

We were recognized as an Advanced Quality Management Company* (B & & H /o B
{7) by the Customer H for the Beijing Gas Tianjin Nangang LNG Emergency Reserve
Project* (JLRUAR KM HSLNGIE 2 f#ffiJHH) in September 2021, being the first energy
conversion and air quality improvement project that our Group participated in. We believe
that such recognition from our customers is significant to our future endeavors in projects
related to the petrochemical engineering works and new energy construction works.

We believe that our continuing success in business primarily counts on our capability
to meet customer’s requirements, especially those related to quality and safety, which will
bring us business opportunities and assist us to maintain our competitiveness in the market.
We believe that our quality and safety management system can help us provide our
customers with consistent and professional construction services in the long run and assist
in retaining our customers.

Our strong R&D capabilities in the construction field enable us to have a competitive edge in
technological innovation

We are committed to developing and adopting innovative construction techniques and
technologies to improve the efficiency and quality of our construction projects, thereby
enhancing our Group’s competitive strengths in the construction industry. We believe that
our R&D capabilities have made significant contributions to our success. As of the Latest
Practicable Date, our Group had 19 utility models and four invention patents relating to
construction techniques which were mainly related to the building equipment, pipeline
structures, municipal and public infrastructure facilities. For instance, we have developed a
treatment method for roadbed hazard (—fH}E 5 fEF M EI J715) to be used in the saline
and alkaline land (B35 }E T H[®) to reduce road cracks and corrosion. For further
details, please refer to the section headed “Statutory and General Information” in Appendix
VII to this document.

We believe that modern infrastructure construction will place greater emphasis on the
application of advanced techniques and technologies and impose higher quality
requirements compared to traditional construction projects. Therefore, a higher level of
our technology and innovation standards is crucial for seizing future market opportunities.
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As of the Latest Practicable Date, our R&D team had 42 employees including
personnel with qualifications of mid-level and senior engineer, construction engineer or cost
engineer, providing technical guidance for our R&D activities. We believe that we possess
competitive advantage in terms of construction technology innovation compared to our
competitors since optimized construction solutions and cost reductions resulting from
technological innovation are important factors in winning tenders, maintaining and
improving profitability and competitiveness. In addition, we have received a number of
honors and certificates for our technological innovation and digital development in the field
of construction, including the Leading Enterprise in the Strategic Emerging Industries in
Tianjin* (R BOME MoBr Bl o 2E9HH A2 2£),  Specialized, Sophisticated, Unique and
Innovative Small and Medium-sized Enterprises in Tianjin City* (K[ ZR FrH7 /)
1>2), and Leading Nurturing Technological Enterprises in Tianjin* (KM R EE T
1>%#) and High and New Technology Enterprise* (/= ## il {>2).

We believe that our dedicated efforts in R&D, combined with our industry experience
and expertise, will enable us to keenly observe and adapt to the changing market trends and
customer demands, keep up with the evolving technological advancements in the
construction industry so as to stand out among our peers and further solidify our
industry reputation and market position.

We have an experienced management team and professional personnel

Our experienced and competent management team has a wealth of operational
knowledge and in-depth understanding of the construction industry in the PRC, which is
essential to the development of our business.

Our management team is led by our executive Director, Mr. Zhao Kuanghua, who
joined our Group in 2018 and possesses over a decade of experience in the construction
industry. With his extensive experience and strategic vision, we developed sustainable
business strategies and established our overall operational model, which has contributed to
our current success. Our key management members possess over a decade of management
skills and/or operational experience in construction industry or their respective areas of
expertise, enabling us to develop competitive project solutions and address project
challenges and associated market risks, which is instrumental in building our reputation
in the market and the success of our business. For further details, please refer to the section
headed “Directors, Supervisors and Senior Management” in this document.

During our Group’s development, our management team has been supported by
talented personnel with extensive industry expertise and knowledge to cope with the
ever-changing trends in the industry. To ensure the professionalism of our staff, we provide
our employees with a range of training activities, including technical skills training and
leadership training, allowing them to develop technical and management knowledge and to
familiarize them with our projects and enterprise culture. Our Directors believe that our
trainings are adequate for our employees to carry out their respective tasks and will in turn
motivate our employees to provide professional construction services and better serve our
customers.
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With the experience and technical knowledge of our management team, our Directors
are confident that our Group will remain competitive in the industry, and thus
strengthening our market position in the construction industry in the PRC.

BUSINESS STRATEGIES

Our goal is to increase our market share in the construction market in Tianjin and
other regions in the PRC, while expanding our project types at the same time to further
strengthen our position in the industry. In order to achieve this goal, we intend to
implement the following strategies:

Further consolidate our industry advantages and undertake more large scale projects

According to the Frost & Sullivan Report, in the future, according to the “Outline of
the 14th Five-Year Plan (2021-2025) for National Economic and Social Development and
Vision 2035 of the People’s Republic of China™ ({[H [ &8 75 14+ 8 85 Jig 25 -+ PUAR o 4F K1 #1 A
203544 5 H HEAH L)), the Tianjin Municipal Government is actively implementing urban
renewal actions and promoting high quality urban transformation to enhance the
operational quality of municipal infrastructure. Efforts are being made to create green
urban areas and to complete the renovation of old urban communities built before the
year-end of 2000 by 2025. In addition, as construction projects become more complex and
larger in scale with the increasing urbanization rate and the rapid development of the
construction industry in the PRC, opportunities are created for construction companies,
which require higher standards of project management in terms of modeling, evaluation and
control to achieve an overall balance of time, cost, quality and safety. In the future, similar
to the growth and development of the total output value of the construction industry, the
total revenue of the construction industry is expected to grow continuously, and is expected
to reach RMB36.1 trillion, representing a CAGR of 5.7% from 2022 to 2027. Further, the
Tianjin municipal government is advancing the development of Binhai New Area (¥&i&Hr
I#) to accelerate the improvement of infrastructure and public services. As a city with
well-established infrastructure and high environmental quality, Tianjin is expected to
witness rapid development from 2022 to 2027. Tianjin’s municipal public construction
market is forecast to reach approximately RMB71.1 billion in 2027, representing a CAGR
of approximately 9.1% from 2022.

Since late 2020, in order to capture the business opportunities arising from the
substantial investment in infrastructure projects of larger size by the local government in
Tianjin, we adjusted our business focus from small-to-mid size construction projects to
large scale construction projects (i.e. projects with original contract value (not including
VAT) of more than RMB10.0 million) to expand our business and enhance our market
position in the construction industry in Tianjin. We believe that projects with original
contract value (not including VAT) of more than RMBI10.0 million is an appropriate
threshold to determine whether a project is “large scale” because (i) the average original
contract value of new projects obtained by our Group for the years ended December 31,
2021, 2022 and 2023 was RMB4.5 million, RMBS8.0 million and RMB12.4 million
respectively; (ii) the overall average original contract value of new projects obtained by
our Group during the Track Record Period was RMB6.9 million; and (iii) only 25 out of the
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116 projects (i.e. 21.6%) obtained by our Group during the Track Record Period had an
original contract value of more than RMB10.0 million. During the Track Record Period, we
recognized revenue of RMB203.2 million, RMB241.6 million and RMB265.3 million, from
11, 19 and 21 large scale projects, respectively, accounting for 73.9%, 83.9% and 83.1% of
our total revenue of the same year, respectively. As of January 31, 2024, we had 12 ongoing
large scale projects with a backlog value of RMB143.0 million, accounting for 89.5% of the
total backlog value.

In early 2023, the Group entered into non-legally binding cooperation framework
agreements with two Independent Third Parties which are state-owned city development
and construction groups based in Tianjin in relation to a large-scale urban renewal project
(the “Urban Renewal Cooperation Framework Agreement”) and the potential urban
infrastructure construction projects (the “Urban Infrastructure Cooperation Framework
Agreement”). The salient terms of the cooperation framework agreements and the
information on the parties are as follows:

Urban Renewal Cooperation Framework Agreement

Date of the Urban Renewal February 28, 2023
Cooperation Framework
Agreement:
Parties: (1) a state-owned enterprise established in the

PRC with limited liability and a registered
capital of approximately RMB5,000 million,
which is based in Tianjin (“Party A”). Party
A, being a city investment corporation (J{%
5 l), is principally engaged in urban renewal
and development in Tianjin including Tianjin
Economic-Technological Development Area
and its parent company is a large state-owned
enterprise with an operating history of more
than 30 years, that develops real estate,
comprehensive urban renewal and
development  public  utility,  high-end
manufacturing and finance in Binhai New
Area, Tianjin under the supervision of
State-owned Assets Supervision Committee
of Tianjin Municipality. The parent company
has a total asset of more than RMB400
billion, equity of more than RMB100 billion
and revenue of more than RMBSO0 billion for
the year ended December 31, 2022; and
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Nature of the Urban Renewal
Cooperation Framework
Agreement:

(2) the Company

The Group became acquainted with Party A
through the Tianjiang Apartment Projects, with
Party A being the project owner. Tianjiang
Apartment Projects consists of 11 projects in
building construction which we have provided a
wide range of building renovation, remodeling
and upgrading services, with a contract sum of
RMBI137.3 million in total in second half of
2022 and in 2023. The Group has also been
awarded a soil backfilling project from Party A
with a contract sum of approximately RMB43.7
million, in a separate location in Tianjin in July,
2023.

Party A is one of the project implementation
entities. The project is led by one of the largest
comprehensive construction groups and the
largest railway and highway engineering
contractors in China implemented together
with a few other state-owned construction
enterprise as a consortium, which Party A is
one of the project implementation entities.

A large-scale urban renewal project at the Binhai
New Area, Tianjin, with an estimated total
investment size of approximately RMB46.2
billion  covering, among  other  things,
infrastructure, public service facility
constructions, industrial land development and
residential land development. The project has
been included in the Binhai New Area Urban
Renewal Dedicated Plan (V&7 87 %3 i 5 5 218
#1%) prepared by Binhai New Area Branch of the
Municipal Planning and Natural Resources
Bureau of Tianjin (CKEEHHIEIFI 3 K &R RTEE
#l@43J5)) as one of the urban renewal projects to
be prioritized for advancement.
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Term of the Urban Renewal Effective since February 28, 2023 and has no
Cooperation Framework specified end date.
Agreement:
Separate specific agreements will be entered into
for each project awarded to the Group.
Scope of cooperation: The project is to be jointly-executed by a

consortium  of  state-owned construction
groups, which is led by one of the largest
comprehensive construction groups which is
the largest railway and highway engineering
contractors in China, which Party A is one of
the project implementation entities. The Group
will be involved in the preliminary works and
provide construction services to the urban
renewal  project, including design and
arrangement for construction work, new
material applications and project cost control.
The Group may be participating in project(s)
through tenders with an expected aggregate
contract amount of up to RMBI1.5 billion.

In January 2024, the project implementation entities, including Party A, entered into
the “North China Ceramics Region Urban Renewal Project Development Agreement” (L
W) 25 1 [ 3 T W R 3 B BA %% 95 5%), signaturing the kick-off of the subject large-scale urban
renewal project of this agreement. Based on the best knowledge and understanding of our
Directors, as of February 29, 2024, this project is in the design and planning phase and is
developing plans for the removal of the current occupants in the project area. It is expected
that the tendering of engineering and construction contracts in relation to this project,
including but not limited to demolition of the areca and subsequent infrastructure and
building works, will start after the removal phase. As such, our Group has not submitted
tendered for the said urban renewal projects yet. We will continue to liaise with Party A
closely in relation to the progress of the project and submit tenders for the urban renewal
projects as appropriate.
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Urban Infrastructure Cooperation Framework Agreement

Date of the Urban Infrastructure
Cooperation Framework
Agreement:

Parties:

January 10, 2023

(1) Customer L is a state-owned enterprise
established in the PRC with limited liability
and a registered capital of approximately
RMBI15,000 million, and an asset size of
more than RMBS8O0 billion which is based in
Tianjin (“Party B”). It has a mission to
develop the Tianjin Nangang Industrial
Zone and serve enterprises duties. It is
mainly engaged in  property and
engineering management, social and
economic consulting services, machinery
and equipment leasing. It focuses on the
investment in land reclamation and land
development, construction of municipal
infrastructure and other urban service
facilities in Tianjin; and

(2) the Company.

The Company became acquainted with
Customer L through Nangang Industrial
District Traffic Facilities Construction Project
(FA Vs T 2[R 2248 7% b T#2) in 2021, the contract
sum of which was RMB12.3 million. During the
Track Record Period, the Group participated in
two other projects located in Nangang
Industrial Zone, that Customer L was the
project owner and the Company undertook
them as a subcontractor, namely (i) Nangang
Industrial Zone Petrochemical Pipeline Project
(Phase 1) (B LR ALERIAE —1£E) in
2021 with a contract sum of RMB12.9 million;
and (ii) Nangang Industrial Lighting
Transportation Facilities (Phase 2) (Fi¥s 2§
WA i (55 % Bt)) in 2023 with the
contract sum of RMBI1.8 million.
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Nature of the Urban Infrastructure Various construction projects in relation to
Cooperation Framework urban infrastructure construction projects,
Agreement: supporting projects, road projects, water

conservancy projects, pipe projects and
greening projects, which shall take place in the
Tianjin Nangang Industrial Zone in Tianjin.

Term of the Urban Infrastructure Effective from April 20, 2023 to April 20, 2029.

Cooperation Framework
Agreement: Separate specific agreements will be entered into

for each project awarded to the Group.

Scope of cooperation: The Group may participate in projects through
tenders with an expected aggregated contract
amount of up to RMBI1.0 billion.

Tianjin Nangang Industrial Zone (KT FI#s T3 [R) is a national level petrochemical
industrial zone set up specifically within Tianjin Economic-Technological Development
Area. It has a planned area of 200 square kilometers and is set up to improve the
downstream industrial chains of new chemical materials, fine chemicals, new energy
batteries, clean energy, etc., with an aim to build a world-class new chemical materials
industrial base with international competitiveness. In 2009, “Outline of the Beijing Tianjin
Hebei Coordinated Development Plan™ (CntVEE {5 [E 25 A #IAHZ)) promulgated by
Political Bureau of the CPC Central Committee in 2015 has positioned Tianjin Nangang
Industrial Zone as a world-class petrochemical industrial base (T —iffbEE EHH).
Subsequent national policies has designated Tianjin Nangang Industrial Zone as the
National Strategic Energy Reserve Base ([ %<HE IR BB fififf5iHh) and a National New
Industrial Demonstration Base (Petrochemical Industry) (8% % T2/ /R i3 HL).
According to the official website of Customer L, the Tianjin Nangang Industrial Zone
had been awarded “Top 10 Potential Chemical Industry Parks in China” (H[B{t T. & % 7% J;
1058). It is also developing into a hub for petrochemical new-materials industry, among
other developments. Furthermore, according to the Tianjin Nangang Industrial Zone’s
“l4th Five-Year Plan” (Fg¥ L& [ 1+ DU 7L JBI#]), it is expected that the production value
of the petrochemical manufacturing facilities will reach RMB130 billion. With its strategic
positioning and development initiatives, based on the best knowledge and understanding of
our Directors, there are multiple construction projects in the area of municipal
construction, foundation works, building related construction work and petrochemical
engineering works that are in progress or will kickstart from time to time. We will continue
to liaise with Customer L closely in relation to relevant and suitable opportunities and
submit tenders for projects as appropriate.

The Directors believe that Party A and Customer L entered into the framework
agreements with us due to our satisfactory performance in our previous projects with Party
A and customer L and our capability, reputation, qualifications and experience in the
construction industry, which would bring a positive contribution to the respective projects.
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We believe that the sizable demand for infrastructure construction will bring
continuous growth in construction industry. As an active participant in the construction
market in Tianjin with over a decade of experience, we expect to continue to expand our
business scale by capitalizing on the opportunities presented by policies and strategies.
Going forward, we will prioritize larger, longer-term and more influential projects while
observing the overall profit margin, taking into account the characteristics and influence of
each project, to achieve our strategic development goals. However, the business operations
of our Group are capital intensive in nature. Construction projects often require us to have
substantial cash outflows at the early stage, but most of the cash inflows are only collected
at the later stage, and we are required to maintain significant amount of working capital to
settle the cash outflows in projects, especially at the early stage. We usually have net cash
outflows at the early stage of projects as we are required to pay for the cost of materials as
well as the cost of the subcontractors, and the progress payments from our customers would
not cover these costs sufficiently until reach the later stage. During the Track Record
Period, our Group generally utilized internal resources as well as advances from our
Controlling Shareholders to finance such up-front costs.

We intend to use approximately HKS[REDACTED] (equivalent to approximately
RMB[REDACTED]) or [REDACTED] of the [REDACTED] from the [REDACTED] to
fund up-front costs required for potential projects that meet our development requirements.
For further details, please refer to the section headed “Future Plans and [REDACTED]” in
this document.

Focus our business development effort on construction segments supported by government
policies

According to the Frost & Sullivan Report, the 14th Five-Year Plan (2021-2025) for
National Economic and Social Development (B R &84t &l V0 F J# &
(2021-2025)») has proposed to speed up the construction of infrastructure in China
covering the sectors of transportation, water conservancy, energy facilities, etc. to further
improve national basic public services level. Given the expected growth in these related
markets and favorable policies, we intend to expand our construction business into
high-potential areas such as petrochemicals, new energy, new urban infrastructure
construction by fully leveraging our Group’s existing strengths, market position and
industry experience.
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Other than the macroscopic National 14th Five-Year Plan, set out below are the
province/city-specific favorable government policies in relation to the relevant construction
segments:

e  Tianjin: Tianjin Commission of Commerce issued the “Tianjin Gas Station Spatial
Layout Plan (2021-2035)” (<R EETT MG 22 [ i R R # (2021-20354F) )). Tt is
projected that by 2035, the average daily sales volume for each gas station should
reach around 13,000 liters, with the total number of gas stations ranging from
1,050 to 1,150. Simultaneously, based on the “Tianjin Provincial Highway
Network Plan (2020-2035)” ((& A BEAI#LE] (2020-20354F) )) the goal by 2035
is to essentially complete a safe, convenient, efficient, green, and economical
highway transportation system, forming a national and provincial highway
transportation system. In September 2023, the Urban and Rural Construction
Committee of Tianjin issued the “Urban Renewal Action Plan for Tianjin
(2023-2027)” (CREE IR FHITEF# (2023-20274F) )), which outlined the
optimization of regional coordinated development and enhanced support for
industrial development, with an aim to enhance the urban functions and public
services in Binhai New Area.

In 2023, the Tianjin Development and Reform Commission announced a list of
key construction and reserve projects, consisting of 855 projects with a total
investment of RMBI1.9 trillion. Among the municipal-level key projects for 2023,
there are 296 projects with a planned investment of RMBI0 billion or more,
including 52 projects with an investment of RMB100 billion or more. The plan
emphasizes the infrastructure development in 2023, focusing on areas such as
energy, transportation, urban construction, industrial parks, and urban renewal.
The goal is to enhance the municipal infrastructure system and comprehensively
improve the carrying capacity of industrial parks. The report also outlines the
construction of high-speed railways, including the projects for the Binhai New
Area rail transit lines Z2, Z4, and B1, and the construction of subway lines 4, 7, 8,
10, and 11. Further, Beijing-Tianjin-Tanggu Expressway expansion project with a
total investment of RMBI14.6 billion was approved in early 2023, and it is
expected that the expansion project would advance the development of Tianjin
Port and play a leading role in transportation upon completion.

In November 2023, the People’s Government of Tianjin issued “Several Measures
to Promote the Growth and Development of the Private Economy” (A i #E [
e Rt R K B9 T 457)) aiming to further optimize the environment for the
development of the private economy. These measures include increasing policy
support for the private economy, strengthening legal protection for the
development of the private economy, and establishing lists of major projects,
industrial projects, and franchising projects suitable for private capital
participation. The initiative involves selecting high-quality projects with a
certain level of returns and relatively mature conditions, concentrating efforts
on promoting them to private enterprises, supporting private enterprises’
participation in state-funded project construction, and establishing an
emergency assistance mechanism for private enterprises.
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In 2022, the Housing and Urban-Rural Development Department of Tianjin
releases annual notices such as the “Notice on Key Points of Quality and Safety
Work in Housing and Urban-Rural Construction” ({ff 5 4B % i B % 4 TAE
FLELRAE KN)) and the “Notice on Promoting Technology (Product) Projects in the
Field of Housing and Urban-Rural Construction” ({55 35 %6 & 5 S8 3ok i J& F2 9l
(&) JHH M4 %0)). The key points of quality and safety work in housing and
urban-rural construction in Tianjin emphasized responsibility for production
safety, strengthening safety control for major construction projects and managing
the quality of construction materials. Efforts are also being made to establish a
dual prevention mechanism focusing on risk control and the investigation of
hidden dangers. In addition, according to the promotion of technology (product)
projects in the field of housing and urban-rural construction, Tianjin selects
initiatives in line with national, industry, and local guidelines and standards for
engineering construction. These initiatives should be advanced, scientifically
sound and suitable for widespread use in cities. This further promotes
technological innovation in housing and urban-rural construction, accelerating
the transformation and upgrading of the construction industry.

e  Guizhou: In 2023, Guizhou Province has put forward the acceleration of major
projects to drive high-quality development. The province has planned over 4,000
major engineering projects with an annual investment target exceeding RMB800.0
billion. In the first quarter of 2023, there is a commitment to considering
industrial support and other infrastructure as crucial support, initiating 88
projects with a total investment of RMB31.3 billion. In July 2023, the Guizhou
Provincial Development and Reform Commission released the “Implementation
Plan for New Urbanization in Guizhou Province (2023-2025)” ({5 M & #r & b g
L E M7 % (2023-20254F) )). The policy emphasizes the promotion of
high-quality development in the Gui’an New Area. Specific policy documents
have been formulated to further accelerate the high-quality development of the
Gui’an New Area, supporting deepening reforms, innovation the improvement of
transportation networks, and reinforcing land, energy, and funding assurance,
with corresponding policy incentives. The policy also mentions advancing urban
transformation, constructing livable cities, and improving municipal public
facilities.

In 2023, the official website of the People’s Government of Guiyang disclosed
responses to various proposals from the Political Consultative Conference
(CPPCC). In the reply to the proposal titled “Solve traffic bottlenecks and
Alleviate Congestion” (T fif 3¢ S & 28 @ #EHE)) it was mentioned that in
2023, Guiyang City aims to open up 15 roads or railways that are not connected to
other corresponding road networks. This initiative aims to achieve rapid
connectivity between industries and meet the needs of urban economic and
social development. In response to the proposal titled “Promoting Smooth
Inbound and Outbound Open Channels to Drive High-Quality Development of
the Provincial Capital with Transportation” (<B4 3 (A 35 2 B HCE 38 DA 22 48
5| SEBhHE TR B € S T B R I 5E)) Guiyang City stated its intention to promote
the speed upgrade and renovation of the Guiyang-Guangzhou high-speed railway,
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the construction of the new Chongqing-Guiyang high-speed railway, and the
addition of a second line to the Guizhou-Guangxi railway. The city plans to
reasonably allocate high-quality resources and better leverage the role of
transportation in leading and driving development. The response also
emphasized the importance of coordination and stated that Guiyang will
accelerate the expansion of the Ring Expressway and other major
transportation infrastructure projects, addressing traffic bottlenecks problems
within the urban area and strengthening connections and cooperation with cities
along the route.

The People’s Government of Guiyang published the “Implementation Plan for
Accelerating the Development of Prefabricated Buildings” (C& Py i i Peas J 4 i
KXEFEEM T E)) in 2022. For new construction projects funded by social
investment, the proportion of prefabricated building implementation from 2022 to
2025 shall be no less than 30%, 40%, 50%, and 60% respectively. Comprehensive
implementation of fully decorated buildings will be carried out. Implement
coordinated design and construction of decoration and civil engineering, promote
the transformation of traditional decoration companies, provide one-stop
services, and meet consumers’ personalized needs.

e  Jiangxi: the Department of Housing and Urban Rural Development in Jiangxi
province issued the “Implementation Plan for Consolidating and Enhancing the
Safe Production Management of Housing and Municipal Public Construction
Projects in Jiangxi Province” ((VLVG A 5 /& 1 B T2 % 4 AE B R P04 T By 5 [l 2+
Jii 77 %)) in 2023. The work objectives focus on identifying the safety hazards in
housing and municipal public construction projects. The department aims to
effectively preventing and mitigating various risks and hazards. Efforts will be
made to enhancing regulatory efficiency and promoting the digital transformation
of construction safety supervision.

In 2023, Jiangxi Province is prioritizing the advancement of 3,558 large and
medium-sized construction projects. This represents an increase of 103 projects
compared to 2022, marking an annual growth rate of 3.0% from 2022. The total
investment for 2023 is RMB4.6 trillion, showing an increase of RMB777.5 billion
compared to 2022, reflecting an annual growth rate of 20.5%. The projects
primarily focus on the infrastructure sector, with a particular emphasis on
implementing 854 large and medium-sized projects in transportation, energy,
water conservancy, municipal infrastructure, etc., amounting to a total investment
of RMBI1,169.8 billion. Additionally, there are projects in the field of industrial
upgrading, with a focus on machinery manufacturing, electronic information, and
others. Beyond that, there are also initiatives in the public services and ecological
environmental protection sectors.
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In the same year, Department of Housing and Urban Rural Development in
Jiangxi province also released the “Three-Year Action Plan for Digital Housing
and Urban-Rural Development” ((VLPG#& [ 807 8 [ ek = F478) 71 #1)). The
policy plan aims to significantly enhance the application of digital technology
capabilities in the housing and urban-rural development sector throughout the
province by the end of 2023. By the end of 2025, the province intends to achieve a
leading level of digital technology application capabilities in the housing and
urban-rural development sector, ensuring “a unified platform, data sharing, and
collaborative efficiency” across various industries. This will involve establishing a
provincial housing and urban-rural development big data center, as well as the
development of the City Information Model (CIM) foundational platform and
Building Information Model (BIM) technology platform. Additionally, the plan
aims to promote “digital+” research and application in various fields such as
urban health assessment, urban safety, and smart construction.

According to the 2023 Nanchang Government Report, Nanchang City will
continue to promote high-quality economic development and expand effective
investment in 2023. It emphasizes strengthening investment attraction across the
entire industrial chain and prioritizing the advancement of 650 major key projects
in the city, with an annual planned investment of RMB225.0 billion. The report
also underscores the acceleration of significant infrastructure construction, with
continued efforts to advance major projects such as Hongzhou Bridge, Fuxing
Bridge, Longxing Bridge, Nanchang East Station, etc. Also, the report outlines
the commitment to further improve urban functional support, comprehensively
advance the construction of a sponge city, and achieve a construction area
exceeding 42.0% for sponge city development within the urban area. Additionally,
there are plans to undertake the transformation of 303 old urban residential
communities.

e  Shaanxi: In early 2023, Shaanxi Province announced its annual key project plan,
which includes 643 provincial key projects with a total investment of RMB2,035.6
billion. The annual investment is planned to be RMB481.8 billion. Within the
significant infrastructure advancement projects, there are 41 ongoing projects and
29 new projects, including the construction of Metro Lines 8 and 10, the
Dongzhuang Water Conservancy Hub, and power substation projects.

In the 2023 government report of Xi’an, it was proposed to adhere to the
leadership of constructing the national central city, with a clear task of optimizing
the urban spatial layout in 2023. Initiatives include commencing projects such as
the northward extension of Beichen Avenue. Support will be provided for the
innovative development of Xixian New Area, and efforts will be intensified to
advance the planning, design, and road improvement in the eastern of the city.
The report also emphasizes the acceleration of the construction of six subway
lines, with three new subway lines to be opened, surpassing a total operational
mileage of 300 kilometers. Additionally, in 2023, 26 new and expanded primary
and secondary schools and kindergartens are planned for construction.
Simultaneously, Shaanxi Province is gradually promoting the construction of
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the Xi’an metropolitan circle, which includes enhancing transportation
connectivity, expediting comprehensive transformation and improvement
projects such as the Century Avenue.

The local government of Shaanxi Province has issued a series of policies and
regulations to encourage and promote the development of the construction
industry. General Office of the People’s Government of Shaanxi Province
published the “Implementation Suggestions for Promoting High-Quality
Development in the Construction Industry” (B ¥ B 2 58 28 5 0l B 25 e 10 & it
E L)) in 2022. By 2025, there will be significant progress in the development of
intelligent construction. Efforts will be made to continuously optimize the
industry structure. The quality assurance system will be further enhanced.
Simultaneously, efforts will be made to establish overseas development platforms
for companies within the province and support construction company in
undertaking foreign contracting projects.

In 2023, the People’s Government of Shaanxi Province published the
“Implementation Opinions on Carrying Out the Outline for Building a Powerful
Country with Quality” (KBRVEH B B B il B o B 2 sl A 22 ) Y Bl 2 52)).
It aims to implement quality improvement projects for construction, carry out
quality demonstration project creation activities, raise the quality level of
construction materials, and strengthen the assurance of engineering quality.
Actively promote general contracting for projects, improve technical standards
for engineering consulting services such as supervision and cost estimation, and
provide products that are functional, economically, and reliable. Enhance the
integration and innovative application of new technologies such as big data and
Building Information Modeling (BIM), promoting the upgrading of the
construction industry towards industrialization, digitization, and intelligence.

Petrochemical engineering

With our first-grade qualification in petrochemical engineering construction general
contracting* (AL T LR THKBZHER) and other relevant construction
qualifications, we possess the capability to develop and undertake a wide range of
petrochemical engineering projects, such as public and industrial pipe construction, by fully
exploring and seizing opportunities arising from favorable market conditions. During the
Track Record Period, we undertook a total of 28 petrochemical engineering projects with a
total revenue of RMB38.8 million, with contract amount ranging from RMB16,600 to
RMBI18.1 million. The Group has been participating in petrochemical engineering projects
in Nanchang since 2020 and has further expanded its operations to other parts of Jiangxi
Province.
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The possession of such first-grade qualification in petrochemical engineering
construction would enable the Group to undertake all categories of petrochemical
engineering construction projects, including “large scale petrochemical engineering
projects”, “medium scale petrochemical engineering projects” and other petrochemical
engineering projects as provided under the Qualification Standards of Construction
Enterprises (CEFEEMFEEEIEME)). During the Track Record Period, the Group has
participated in tenders for and has successfully obtained certain petrochemical engineering
projects which require first-grade qualifications in petrochemical engineering construction,
such as the Fengxi New City Natural Gas High-pressure Gas Supply Pipeline Project (Phase
I1) (555 ok R SR SRl RIS 38 Tf2 —#2BY) in Shaanxi Province and the Tianjin
Nangang LNG Emergency Reserve Project (KEMUSLNGHEZGHMHIEE) in Tianjin.
Going forward, the Group believes that it will be able to obtain different categories of
petrochemical engineering construction projects from large petrochemical corporations by
leveraging its first-grade qualification in petrochemical engineering construction. As the
Group possesses the knowledge and skills, the personnel with the required qualifications
and experience, and has proven track record in petrochemical engineering construction, the
Directors consider that the Group has higher chances in securing different categories of
petrochemical engineering construction projects and achieve revenue growth. Besides, the
possession of first-grade qualifications including petrochemical engineering construction
enhances the reputation and credibility of the Group which would in turn allow the Group
to take part in more multiphase, larger scale and high-profile projects in those areas which
may require the contractor to possess various qualifications at the same time to cater for
needs of the development.

New energy engineering

According to the Frost & Sullivan Report, the “14th Five-Year Plan on Renewable
Energy Development” (<[ VU 7 | 7] FE A= GE R 85 R KL %)), jointly issued by nine ministries,
including the NDRC and the National Energy Administration, proposes to coordinate the
promotion of green hydrogen terminal supply facilities and capacity construction and
increase the proportion of green hydrogen used in the transportation sector. With the
continuous introduction of policies encouraging hydrogen energy development by local
governments and the increasing penetration rate of hydrogen fuel vehicles in the
transportation sector, it is expected that the construction of hydrogen energy stations in
the PRC will grow rapidly. Leveraging our experience in participating in the construction of
hydrogen energy stations during the Track Record Period, we will actively participate in the
construction of related projects for the application of renewable energy in the
transportation sector.
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New urban infrastructure construction

During the Track Record Period, we participated in multiple intelligent building
construction projects and smart city related projects, thereby accumulating extensive
experience in industrial expansion and project operation. According to Frost & Sullivan,
intelligent building is a term commonly used in the construction industry. It refers to an
optimal integration of a building’s structure, systems, services, and management using modern
information technology and other related technological methods to meet the needs of users,
and aims to provide a humanized building environment that is safe, comfortable, and
convenient. According to the Frost & Sullivan Report, the “14th Five-Year Urban
Infrastructure Construction Plan” (K[ VU F |2 B3 T B s i @ 58 E]))  proposes  to
promote the systematic construction of urban infrastructure, improve the operational
efficiency of urban infrastructure comprehensively, create joint contribution and shared
benefits environment, and promote the formation of a new pattern of coordinated
development between urban and rural areas. The plan also sets the percentage of investment
in urban infrastructure construction to the total fixed asset investment in the society at no less
than 8%, which is higher than the approximately 6.7% as stipulated in the “13th Five-Year
Plan”. Therefore, we believe that there will still be considerable market potential in the
construction sector during the 14th Five-Year Period. Leveraging our Group’s experience, we
believe that we can actively integrate into national strategies while maintaining our current
market position, seize regional development opportunities and advance our advantageous
position.

We intend to use approximately HKS[REDACTED] (equivalent to approximately
RMB[REDACTED]) or approximately [REDACTED] from the [REDACTED] of the
[REDACTED] to acquire and invest in other construction companies that focus on
petrochemical engineering, new energy engineering or new urban infrastructure
construction, which hold the relevant licenses or qualifications to undertake such works.
For further details, please refer to the section headed “Future Plans and [REDACTED]” in
this document.

Expand our business in other regions of the PRC

During the Track Record Period and up to the Latest Practicable Date, we are
headquartered in Tianjin and primarily based our operation in Tianjin. Notwithstanding
that the majority of our projects were carried out in, and a considerable part of revenue was
generated from, Tianjin during the Track Record Period, we also bid and were awarded
projects outside Tianjin in cities such as Nanchang, Xi’an and Guiyang during the Track
Record Period. Our revenue generated from our construction projects in regions outside
Tianjin accounted for 7.1%, 2.6% and 13.4% of our total revenue generated from
construction projects for the years ended December 31, 2021, 2022 and 2023, respectively.
Based on our past experiences in undertaking construction projects in regions outside
Tianjin, our Directors believe that it would be favorable and feasible for our Company to
capture the local business opportunities to further expand our footprint and establish
business presence in regions outside Tianjin.
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According to Frost & Sullivan, (i) the output value of construction industry in Shaanxi
province reached approximately RMB1,006.8 billion in 2022 and ranked fourth in terms of
output value of construction industry among all provinces in China, and is expected to
reach approximately RMB1,376.2 billion in 2027 at a CAGR of 6.5%; (ii) the output value
of construction industry in Jiangxi province witnessed a rapid increase from approximately
RMB699.3 billion in 2018 to approximately RMB1,069.5 billion in 2022 at a CAGR of
11.2% and is expected to increase to approximately RMB1,552.5 billion in 2027 at a CAGR
of 7.7%; and (ii1) the output value of construction industry in Guizhou province increased
from approximately RMB333.0 billion in 2018 to approximately RMB426.0 billion in 2022
at a CAGR of 6.4% and is expected to reach approximately RMB543.2 billion in 2027 at a
CAGR of 5.0%. For further details, please refer to the section headed “Industry Overview”
in this document.

Based on the above, we intend to establish branch offices or representative offices in
Xi’an, Nanchang and Guiyang in the near future to facilitate our communication with
customers or potential customers in Shaanxi province, Jiangxi province and Guizhou
province with an aim of better understanding the service needs of our customers, obtaining
more construction projects in these regions, and providing timely and responsive services to
local customers.

We intend to use approximately HKS[REDACTED] (equivalent to approximately
RMB[REDACTED]) or approximately [REDACTED] from the [REDACTED] of the
[REDACTED] to establish local branch offices in regions outside Tianjin and expand our
business presence in more cities in the PRC. For further details, please refer to the section
headed “Future Plans and [REDACTED]” in this document.

Further enhance our R&D capabilities

We believe that our efforts in R&D will not only enhance our capability to develop new
technologies and software but also improve our service quality, construction efficiency and
market competitiveness, which would ultimately contribute to the expansion of our business
scale and the improvement of our operating results. During the Track Record Period, we
continuously invested in our construction project management software to enhance our
technology capabilities and streamline our construction projects. In the future, we will
further invest in R&D infrastructure to strengthen our technology advantages.

We plan to recruit more experienced R&D personnel with relevant track record in both
software development and construction industry with the aim to accelerate the
transformation of scientific research results.

Furthermore, we will seek to collaborate with reputable domestic universities to
conduct research to keep abreast of technology innovation in the industry, so as to timely
enhance our ability to acquire new construction technologies and improve our Group’s
existing digital management software. We will also invest in various equipment and
software necessary to conduct such research.
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Our increased investment in R&D capabilities and technological innovation will enable
us to enhance our construction capability and technological advantages, and allow us to
prospectively and timely respond to the ever-changing needs of our customers, and
ultimately lead to the quality of our services. In light of this, we intend to allocate
approximately HKS[REDACTED] (equivalent to approximately RMB[REDACTED]) or
approximately [REDACTED] of the [REDACTED] from the [REDACTED] to enhance
our R&D capabilities, including (i) purchasing hardware and equipment to upgrade and
improve our Jiexiao System; (ii) recruiting competent and competitive professionals to lead
our R&D activities; and (iii) purchasing software for upgrading and improving
functionality of our Jiexiao System.

OUR BUSINESS MODEL

The services we provide can be broadly divided into four business types in terms of
their nature, namely (i) municipal public construction works; (ii) foundation works; (iii)
building construction related works; and (iv) petrochemical engineering works. We have
also unified and centralized management of our Group’s construction projects by applying
our self-developed management software, thereby helping to enhance the cost efficiency of
our Group.

The following table sets forth a breakdown of revenue by types of construction services
for the periods indicated:

Year ended December 31,

2021 2022 2023
% of total % of total % of total
Revenue revenue  Revenue revenue  Revenue revenue
RMB’000 % RMB’000 % RMB000 %
Municipal public construction works 144,712 52.6 86,469 30.0 186,201 58.3
— Traffic facilities construction 50,048 18.2 3,683 1.3 43,980 13.8
— Road construction 94,664 34.4 82,786 28.7 142,221 44.5
Foundation works 89,153 324 20,476 7.1 83,265 26.1
— Foundation construction 84,373 30.7 20,287 7.0 38,027 11.9
— Earthwork 4,780 1.7 189 0.1 45,238 14.2
Building construction related works 19,236 7.0 171,286 59.5 41,155 12.9
Petrochemical engineering works 21,703 8.0 8,918 3.1 8,195 2.5
Other" 140 * 811 0.3 621 0.2
Total 274,944 100.0 287,960 100.0 319,437 100.0

* less than 0.1
Note:

(1)  Our other revenue included service income generated from the provision of software services such as
usage of the Jiexiao System. During the Track Record Period, we provided software services in
relation to the Jiexiao System to external parties such as our suppliers and other market users while
charging them with platform subscription fee and other services fee. For details of the Jiexiao
System, please refer to “— Intellectual Property — Our Jiexiao System” in this section.
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We have been focusing mainly on municipal public construction works since our
establishment and the increase of our revenue contribution from building construction
related works for the year ended December 31, 2022 was mainly because we undertook 10
out of 11 building construction related projects in relation to the overall renovation and
remodeling of the Tianjin municipal government subsidized apartments (the “Tianjiang
Apartment Projects (RILABIHH)”) in the second half of 2022. We became aware of the
Tianjiang Apartment Projects when the relevant government authority published the
registration of the Tianjiang Apartment Projects in early August of 2022, and were being
notified to participate in the tendering for such projects from late August of 2022 onwards.
We were awarded with the Tianjiang Apartment Projects in the second half of 2022 by way
of tender. Our PRC Legal Adviser is of the view that, based on relevant bid and tender
materials as well as other relevant documents reviewed, the award of the Tianjiang
Apartment Projects to our Group was in compliance with the Bid Invitation and Bidding
Law of the PRC (H#EANRILFEIEERIED) and other relevant tender laws and
regulations. The projects were classified as subsidized housing and health station
emergency projects by the municipal government in response to COVID-19 at the time
and we were required to complete the projects within a tight contract schedule. The Group
therefore focused on and deployed most of its resources on the Tianjiang Apartment
Projects (KVL/AEJHH) and undertook fewer projects of other construction types in 2022,
leading to a significant increase in the revenue generated from building construction related
works. After the substantial completion of construction works for Tianjiang Apartment
Projects in late 2022, for the year ended December 31, 2023, our revenue generated from
municipal public construction works accounted for 58.3% of our total revenue and was our
largest segment in the period.

As we are a construction group offering comprehensive construction services and
possesses the relevant qualifications in general contracting qualifications in municipal
public construction works, building construction works, petrochemical engineering works
and highway construction works, we are able to accommodate the market demand at
different times and can undertake construction projects in all its four segments. On the basis
of continuing its focus on municipal public construction, we will try to seize all available
business opportunities and participate in projects within our capacity. It is expected that we
will continue to maintain this business strategy going forward.

During the Track Record Period, we performed Tianjiang Apartment Projects (RK{LZ
#IH H) for three customers (being Xintai Zhihui (Tianjin) Technology Company Limited*
FERBZ(CRE) B AMRAF) (“Xintai Zhihui”), Customer C and Customer Z), which
consisted of 11 building construction related projects. Among those 11 projects, three were
material procurement projects and were related to our provision of construction services to
these customers. We entered into those material procurement contracts based on our
customers’ requests. Xintai Zhihui is a private enterprise established in the PRC with
limited liability and a registered capital of approximately RMB76 million. It is mainly
engaged in construction design, building renovation and decoration. Customer Z is a
private enterprise established in the PRC with limited liability and a registered capital of
approximately RMB102 million. It is mainly engaged in building engineering construction,
electric power engineering construction and landscaping engineering construction.
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Customer C is one of our top five customers during the Track Record Period. For further
details of Customer C, please refer to” — Customers, Sales and Marketing — Customers”
in this section.

The revenue recognized for provision of material procurement services to Xintai
Zhihui, Customer Z and Customer C amounted to RMB24.9 million, RMB3.8 million and
RMBO0.1 million, respectively, for the year ended December 31, 2022 and RMB6.1 million,
RMB1.4 million and RMB2.8 million, respectively, for the year ended December 31, 2023.
As we only commenced those three material procurement projects in 2022, no revenue was
recognized from the material procurement projects for the year ended December 31, 2021.

The revenue recognized for the construction services from Xintai Zhihui, Customer Z
and Customer C amounted to nil, nil and RMB3.1 million respectively, for the year ended
December 31, 2021; RMB20.7 million, RMB3.2 million and RMB94.4 million respectively,
for the year ended December 31, 2022; and RMBO0.5 million, RMBO0.2 million and RMB63.8
million respectively, for the year ended December 31, 2023.

The following table sets forth the breakdown of our revenue generated from our
provision of construction services by geographic location for the periods indicated:

Year ended December 31,

2021 2022 2023
% of revenue % of revenue % of revenue
generated from generated from generated from
construction construction construction
Revenue projects™® Revenue projects” Revenue projects”
RMB000 % RMB’000 % RMB000 %
Tianjin 255,236 92.9 279,685 97.4 276,156 86.6
Shaanxi 1,586 0.6 195 0.1 19,662 6.2
Guizhou — — 1,007 0.3 6,112 1.9
Jiangxi 5,143 1.9 6,262 22 2,823 0.9
Shandong 5916 2.1 — — —
Liaoning 5,000 1.8 — — —
Anhui 1,923 0.7 — — —
Hebei — — — — 14,0603 4.4
Total 274,804 100.0 287,149 100.0 318,816 100.0

Note:
(1)  Our total revenue generated from construction projects included revenue generated from municipal

public construction works, foundation works, building construction related works and
petrochemical engineering works during the Track Record Period.
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Municipal public construction works

During the Track Record Period, the majority of our revenue was derived from the
municipal public construction works. Our municipal public construction works mainly
include road construction and traffic facilities construction. The customers of our
municipal public construction works are mainly government authorities and state-owned
enterprises. During the Track Record Period, we were awarded 23, seven and 11 municipal
public construction projects, respectively. As of December 31, 2023, we had 13 ongoing
municipal public construction projects.

Foundation works

We provide foundation works services, which mainly included foundation construction
and earthworks. We have first-grade qualification in foundation construction professional
contracting* (HbILILHE TREHZE/R M — 4 EE). Our customers for foundation works are
mainly state-owned enterprises and private enterprises. During the Track Record Period, we
were awarded two, four and three foundation works projects, respectively. As of December
31, 2023, we had four ongoing foundation works projects.

Building construction related works

We provide building construction related works services, mainly including building
renovation and decoration and intelligent building construction. Our customers for
building construction related works are mainly government authorities, state-owned
enterprises and private enterprises. During the Track Record Period, we were awarded
25, 13 and three building construction related projects, respectively. As of December 31,
2023, we had eight ongoing building construction related projects.

Petrochemical engineering works

We provide petrochemical engineering works services”’*, which refer to construction

works involving petrochemical processes or petrochemical plants, and we mainly undertook
filling station upgrading and renovation, pipe installation and oil tank overhaul projects
during the Track Record Period. We have the first-grade qualification in petrochemical
engineering construction general contracting* (fiH{t T TRl THKESHEHE). Our
customers for petrochemical engineering works are mainly state-owned enterprises. During
the Track Record Period, we were newly awarded 11, seven and seven petrochemical
engineering projects, respectively. As of December 31, 2023, we had two ongoing
petrochemical engineering projects.

Note: According to the Qualification Standards of Construction Enterprises ((GEEEZEMEGRATHEE)) for
construction industry enterprises, petrochemical engineering refers to main projects such as oil and gas
field surface, oil and gas storage and transportation (pipelines, storage warehouses, etc.), petrochemical,
chemical, coal chemical, and relevant production auxiliary projects.
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The following table sets forth details of the movements of the number of ongoing
construction projects and completed construction projects of our Group by project type
during the Track Record Period:

Municipal public Building construction Petrochemical
construction works Foundation works related works engineering works Total
Number of Number of Number of Number of Number of

contracts ~ Contract  contracts  Contract  contracts ~ Contract  contracts ~ Contract  contracts  Contract
attributed  amount® attributed  amount®  attributed  amount® attributed  amount® attributed  amount®

RMB000 RMB000 RMB000 RMB000 RMB000
For the year ended December 31,
2021
Opening ongoing construction
projects 17 87,843 3 66,010 6 8,988 3 3,813 29 167,254
Add: Newly contracted
construction projects 23 170,215 2 560,472 25 29,804 11 17,618 01 274,109
Less: Completed construction
projecls“) 28 77,886 1 47,782 25 13,047 8 13,798 62 152,513
Closing ongoing construction
projects 12 180,172 4 75,300 6 25,745 6 7,633 28 288,850
For the year ended December 31,
2022
Opening ongoing construction
projects 12 180,172 4 75,300 6 25,745 6 7,633 28 288,850
Add: Newly contracted
construction projects 7 34,890 4 18,563 13 169,104 7 24,359 31 246,916
Less: Completed construction
projecls“) 7 114,422 3 59,549 10 80,734 9 8,825 29 263,530
Closing ongoing construction
projects 12 100,640 5 34314 9 114,115 4 23,167 30 272,236
For the year ended December 31,
2023
Opening ongoing construction
projects 12 100,640 5 34314 9 114,115 4 23,167 30 272,236
Add: Newly contracted
construction projects 11 193,046 3 87,065 3 13,197 7 3,177 24 296,485
Less: Completed construction
projects(” 10 188,016 4 64,024 4 49,427 9 4,426 27 306,492
Closing ongoing construction
projects 13 105,670 4 56,755 8 77,885 2 21,918 27 262,229

Notes:

1. Completion date was based on (i) the date of the project completion inspection report issued by our
customers or their authorized persons; or (ii) the date when the contract value has been recognized
in full as revenue. “Completed construction projects” refer to projects which the construction works
are fully completed during such period, the amount being deducted in the above table represents the
contract value of such projects.

2. The contract amount does not include VAT and variation orders.

- 160 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED

“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

wfuer] (HEFYE-T)
9LL%E _ o (R e 857°9¢ syuow g¢ 7007 Aenuep g0z JoquasoN  awmsiq Subngy - syiom uonepunoj i SYI0M UOTRPUNO 4 swmojsn) - 1walorg Funig Swensduey iy L

uifuerp ‘eary aseurelp SYI0M UOIONIISL0) 192l01g an1asay Kouadowy
§g'se 166 1781 L0191 - gece squow ¢ €007 [udy 1707 2ung W\ equig pue fjddns sarepy angnd [ednomungy H Jowomsn) ONT Sueduey ufuer] 9
(AT (8-
wfuer] ‘ealy SYI0M UORONISU0Y YY) (panuwiT fuedwo) HHY S TLY) (1 aseyq)
0£€°6¢ 6£5°6¢ - - - 0£€°6¢ Sqiuow ¢ €207 Ao €07 [udy MaN teyuig uoyonIsu0d proy angnd fedioungy Suipes], Suoyza uifuer]  1oaloig wsey zBuey uifue] ¢
(BTHELTY
RANFIFRTRGRL
) 1oloig Sugiyyoeg fog
1920014 UoONIISUOY) Yivg
uifuery ‘eary [eLSIU] [BININAORWIRYJ
ceLch ceLch — - — ceLch spuow § - §707 10quaaq €707 1sndny MAN Teyuig sylomyeg SYIOM UoRpUN0 q Jawosn) Iy MaN requig wfuel] [
(HEEEEEWS
uiluer], ‘ealy YIOM TONINIISU0) Ei#Y) 1alosg awppan-aig
09L'Lh - — 69LLY — 69LLY syuow [ 1707 Jaquidndag 1707 Yore MoN TeyuIg oIEpUNO | SYI0M UONEPUNO] q Jowojsn)  uorepunog SueSueN wiuer] ¢
(eVHHET (g~
uiluery ‘eary SYI0M UORONISU0Y YY) (AT fuedwo) Hu LR ay) (11 sseyd)
PILSS bIL'SS bIL'SS SquOW €707 12qUARON €707 Isndny MaN Teyuig SYI0M 20RJINS PROY aqnd fediotungy Suipel] Suoyzay wiluer] 19al01q 1seq 1z8uepy wiluerp 4
(3
THMFE YY) pamur] (HTH
uifuery ‘eary SYI0M UOLONIISU0D fuedwop) Sunaduiduy Gy E) 1alorg preg
48606 - L08TH 8LI'6h - $86°06 squow 6| 7707 1aquatoN 1200 el MO fequig  Sylon aepins proy anqnd fediolunyy edioungy Suayssuay wfuei  yjng 010 poojy Fueysuay |
000404 000.80 000.4 W4 0008y 000.8 04 000.8my
pouag €707 0 1707 pouyg (umoure pouad jaafoad I aep  woryedo] 1aloig uonduasap 1aloig adfy yaloag Tuojsn) aweu Jafoxy  Suryuey
PIODY YOuAL  ‘I¢ 1qQUINQ  ‘I¢ QAN ‘[¢ 4qWIIQ  PI0ddY YIvAL  JIRAUO) aemrxoiddy IO
a Surp papud deak ayy  papua Jeak ayy  papud ek g Ay o) Jond
paziugodar 10§ paziudodas  doj pazugodar oy Paziugoddr  PazIugoddl
ELUETEN 131 A LETE' MY MY ELLETEN

((porrod pIoday YorI] 9y} SULINP PIZIUF0IaT dNUIAJI [B}0] Y} UO Paseq) €707 ‘1€ I9quada(d jo sk dnoin o £q pajojdwoo
s3109(o1d uononnsuod (] doj 9y) U0 UONBWLIOJUI YII0J SI3S QB SUIMO[[0] YT, "'POLIdd PI0OY YorIL oYy} JuLInp uoliw ¢ 7zLgINY
JO (s19pIo uoneLIBA SUIPN[OXI) JUNOWE JOBIIUOD [B10) B YIIM s109foxd uononijsuod g1 pajo[dwod am ‘€z0g ‘1€ 1oquado( Jo Sy

s393[oad woponisuod pajajdwo))

- 161 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED

“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

"LV A 9pnjoul j0U S90P junowe joeIjuod Y [, T
Wl 0) W) WOIJ PIPUIWE SB JUNOWER JOBRIIUOD dY) I0J [[NJ UI PIZIUS0IAI ST ANUIAII UM
91ep Ay (11) 10 ‘suosiad paziroyine IRY) IO SIdWO0ISNd 1o Aq pansst 310dox uonoadsur uonardwos 303foxd ay3 jo a1ep 2yl (1) Uo paseq sem ep uonadwo)) 1
:S210N
(%
B BUERAFEYLY)
eJuel; — 10af01g uoTRAOUOY
pue Juowasordwy Fuisnoy
[euay a[qepioyyy Juawiedy
Suerluei, Jo 19l01g
uiluer], ‘ealy uonRAOUAI pup SYJOM pajefal Sunoenuoaqng [euoIssajoig
0602 LTS §18'9] - - 06022 squow ¢ (707 JaquaroN {707 Jequajdag MaN Teyuig uonesooap Suippng  uononnsuoo Surpjing 0 1awosn) UOIJBAOUSY PUE UOIEI003(] 01
(BTt
(EVMENTE  BEESIE0D 01 ON vy
uifuery ‘eary SYOM UOIONISU0D  peiEY) (pau fuedwo) jseq 1zBuey 1 J0T Suryieg
ISLLT ISLLT - — - ISLLT [UOW | g707 Jequadeq £ Jequiadaq MON TRYUIG  SYJOM 0BJNS PEOY onqnd [ediomnyy Suipe] Suoyzoy wfuery freodwag jo wononisuo) 6
(Y — HHeu
JuawaIngold BESERTTY) Suay) e
Juowdinba n§ — JUoWAINY0Ig [PUANEY
uifuer] ‘ealy LRI SYI0M pajejal [eUI99[ PUE [EOIURYOI
9L6°0¢ w09 10647 - - 9L6°0¢ squow 9] ¢707 Joquasaq 7707 Joquiadag MAN fequig puE [ELIAF  UONINAISLOD Fuipjing ULILVARLD ury Juownsedy Sueifue| 8
000404 000.804 000.404 000.804 000.404 000.80¢
pouag €107 [ 1707 pouyg (moue pouad 3aafoad e aep  wonyedo] 1aloig uonduasap 1aloig adfy paloag Luojsn) awen Jafoay  Suryuey
PIO0Y YOBAL  ‘I¢ 1DQUINQ  ‘I¢ QUL ‘T¢ IqUWIAQ  PI0ddY Yovdl,  IBAUO) aemrxoiddy uonjdwo)  JudwdUAWMO)
ay Surip papua deak ayy  papua Jeak ay)  papud Jeak gy Ay 0} Jod
paziugodar 10§ paziugodds 1oy pazudodar a0y Paziugoddr  paziusodd
NUIAI [BJOL,  ANUIAIY MUY MY MUY

- 162 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED

“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

wlier]  voneaoual pue

(ETHFO S

sylos pajejal ) valorg wawnoidu] o

0L 0766 - 0766 - - 05991 sqiuow 97 0T QoI 007 frenagag ‘RIY NN equig  uoneI0n3p Fupjing uonnasuoy Suipjing ) Jowojsny anisuagaiduo)) uendeif Suayoury L
(5% — ByFHREY
ufuer] [IUIIININ SYI0M pajefal ) ejuer — 1007 U0INIISUO)
1 861 (08 0 - - 0611 squow (] p707 Arenwep g7 Tequadag ‘wry maN requg  Suipymng uonnasuoy Supping 9 Jowmopn)  [evoissajorg fejo) Mo juawsedy werfuer 9
(i3
U LRABERRY
HEREE) mu)
Jnmaieuely nongjorg
[eIuawuoIIALg
pue. oneyodsuel]
(e — Hpkpme
TOINISU0) SYI08 TONIISU0)
60111 5L LS - - - 9T Squow 7] 70T Aing €07 Isndny Q2 “nogzie) SRS agnd prdoorungy ¢
(EREE — BUEHHEIT
wiiei]  vourAOUAl puR SYI0n pajel ) vonanaIsuo) Teuig — Suneuoagng
o 0 1 19861 0h0°L] spuour 9] BO07 A 707 tequasoy ‘Taly MaN Tequig  oneioodp Suipying uorjanjsu0d Suipjing 7 Jwolsn)  [puoIssajold voneiena( yawedy Sueruer] b
ufue (EHTRRIEEUTLY) (1 3wy |
‘aly WAy Ieyuig 101dNIISU0) S}I04 UOIINIISU0) Ry (]G5 14 UOIdNIISUO) n
009 e 80 e S8l - U0 Squow §p 707 1queaAq [0 g pue i fubry R aggnd jedimn (I woysny ISR (200§ Ut Suszaudug £ o
—
B4¥4aT _
HEYUEHREE S YiaEY) why
10049§ pazifeioadg 1ayfiyy pue £1epuoosg
EEE._. Sjion uaimyg 1 _o.ﬁ J0A\ uorepuno
WLy 08T 08T - - - 89975 squou ¢ BT Joquaag €707 1aqoQ ‘oS poeg  wonepunoy 3yid SYIOA TONEpUNO4 ) Jwojsny a4 Jo Suoenjuoaqng [enorssajorq 7
(BEaTY
ufuer] sylon SYlon pajel Tiy) waloig yawsedy Suiuel jo
I BT 011 B1'1 - - spuou (] B0 Arenuep g7 tequardag Ty MaN Tequig  uonanxsued adg uorjanjsu0d Suipjing 9 Jowopny)  palosg Sunaeuoagng [puorssajold Jooping |
000.4304 0004304 0004wy 0004wy 000.4m¢ 000.4104 000.41m4
Wt g pouag plody 707 e 10 pouag poany o potsad oea uoja|dmo))  djep JuWAILMO) uoyaof alotg  uoyduasap aloig adfy alorg Luojsn) auen Jloig  uryuey
Jquaaq Supua youp oy Swamp ‘¢ BQUAAQ  CIg BQUANQ  CI¢ QU WL A o) Jenuo) Jaload apemrxoiddy papalxg

ok agy dop  poztuGodns
Panu0nt aq o) ML [B)0]
papadx anuasay

papud Jeak gy
10§ paziugoda
ELLETE

papua 1eak
10) pariudodns
Ny

papu 1eak
10) pariufons
NY

Joud paztuoaas
nuany

((PO1Idd PI00Y ORI 9Y) SULINP POZIUF0IdI ANUIAJI [BI0) 9} UO PIseq) €707 ‘1€ I9quadd( Jo st dnoin ino
Kq uayelropun s3ddford uononnsuoo Juroduo (o doy oyl SurpIeSaI UONBWIOJUT IO $13S [} SUIMO[[O] UL "UOI[IW 7 Z9TIINY
JO (s1opI0 UONEBLIBA SUIPN[OXI) JUNOWE JOBIIUOD [B10] B YIIM s109ford uononiisuod Surofuo /7 peY oM ‘€707 ‘1€ Joquadd(] JO Sy

s393(oad wonpdonaysuod 3urosu()



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
BUSINESS

“WARNING” ON THE COVER OF THIS DOCUMENT.

‘s300foad a3 jo 91ep uonddwoo pue ssardord [enjoe 01 anp a3uryd 0] 102[qns SI pue 2JLWIISO UL A[UO SI JUNOWER Y ], €
"LV A 9pPnN[oul 10U S0P Junowe }0BIIU0I A, 'z

QW) 0) dWI) WOIJ PIPUIWER A[NPAYDs $s91F01d 10 10BIIU0D 9A1309dSAI 9Y) UO paseq sem d1ep uonojdwoo pajoadxy 1
IS2ION

auadid fjddng

sed amssaid sylon I
1 8'h 18 - - - K] suowr (7 BI07 Joquioa €100 fep ixueeyg ‘Suefwery  ydig sed ermgey  Suueouua [earumagaonag () Jowoisn) NEIVEEN 0l
0T §66°¢ 01 ol 806°€ 1169 1661 suour 6 FU0T ey 0207 gorey SyloAgpeg SYio# onepuno ¥ Jowojsn) - paloig syiongueg ([ 2w “fengug uruen 0
&1

wfuer] SYI0n pajel Ly 1548y wloig preg
1867 019 0199 - - - €69 sijuow | p707 udy €107 12q010 ‘T1y Moy yuig pue uipjing uonnzsued Supjing N Jowojsny ey O Yiag auo7 aper] a1 1og uifuel] 4
n.gmy gy 0004wy 0004wy 000.41m4 b
oz I POLAg PIORY €707 T 107 ag proay - (Junowe potsad v uonalm)  ajep WML uoyeao alosg  wonduasap Jaaloag Ay paloig 1aumojsn) awen aloag  Suryuey
QU Supua yoRap Ay Supmp Ig QUG ‘I PQUAIQ ¢ BQUIAQ WL AP o) PeAu0) 1aloud ajemrxouddy panadxg
wak ag a0y pazmufodn papuy auak ) papud Jeak ayy  papud xeak gy doud partudoans
pardona aq 0) anuawd [wjol o) pazmonr oy parmuSodr  Joj pazmionn  anuasay
paadxa anuasay N NY MY

— 164 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

Major construction projects

The following table sets forth our top 10 construction projects by revenue contribution
during the Track Record Period:

For the year ended December 31, 2021

Total
revenue % of total
Project recognized revenue for
Ranking Project name Customer Project type description Project location  for the year the year
RMB 000 %
1 Hengsheng Flood Tianjin Municipal public Road surface Binhai New Area, 49,178 17.9
Control Bulk Yard Hengsheng construction works  works Tianjin
Project (HAFIAEE®E  Municipal
BiEE) Engineering
Company
Limited* (K
e B T B T
BT
2 Tianjin Nangang Customer E Foundation works Foundation Binhai New Area, 47,769 174
Foundation construction Tianjin
Pre-treatment Project works
(R it A e
HH)
3 Wuyi Yangguang Piling  Customer F Foundation works Pile foundation ~ Wuging District, 34,728 12.6
Project (F—Fitik works Tianjin
HH)
4 Hangu East Expansion ~ Customer G Municipal public Traffic facilities  Binhai New Area, 18,728 6.8
Project (E A E construction works  construction Tianjin
BH)
5 Tianjin Nangang LNG ~ Customer H Municipal public Water supply and Binhai New Area, 16,107 59
Emergency Reserve construction works  drainage Tianjin
Project (KHHELNG
M RHAER)
6 Nangang Industrial Customer L Municipal public Traffic facilities ~ Binhai New Area, 12,253 4.5
District Traffic construction works  construction Tianjin

Facilities Construction
Project (Fiifs L%
i TR
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Total
revenue % of total
Project recognized revenue for
Ranking Project name Customer Project type description Project location  for the year the year
RMB 000 %
7 Engineering and Social ~ Customer D Municipal public Traffic facilities  Xiqing District 11,835 43
Infrastructure construction works  construction and Binhai New
Construction Projects Area, Tianjin
in High-Tech Area
(Phase 11) (i i &Ry
MR LR )
8 Huaze Weiye New Tianjin Huaze Building construction Industry Xiging District, 7,556 2.8
Factory Construction Weiye related works construction Tianjin
Project (EEEEME  Technology
WFER) Company
Limited* (K#
TR
AR )
9 Rizhao Station 3# Tank Customer M Petrochemical Oil tank overhaul Lanshan District, 5916 2.2
Overhaul Project (H & engineering works Rizhao City,
WHERBER) Shandong
Province
10 Zecheng Garden Pipe Tianjin Binlong ~ Municipal public Heat supply pipe Binhai New Area, 5,107 1.9
Network and Pump Geothermal construction works  work Tianjin
Room Installation Energy
Project Company
(EMEAERARERE  Limited* (K
ETH) TR AR AT
RAH)
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For the year ended December 31, 2022

Total
revenue % of total
Project recognized revenue for
Ranking Project name Customer Project type description Project location  for the year the year
RMB 000 %
1 Hengsheng Flood Tianjin Municipal public Road surface Binhai New Area, 41,807 14.5
Control Bulk Yard Hengsheng construction works  works Tianjin
Project (HAFIAEE  Municipal
ESER) Engineering
Company
Limited* (K#
THE BT LR
HRAH)
2 Tianjiang Apartment Xintai Zhihui Building construction Electrical and Binhai New Area, 24,904 8.7
Xintai Mechanical and related works mechanical Tianjin
Electrical Material equipment
Procurement — Yu Jia procurement
Cheng (RITAEHHRE
EHREE — HRE)
3 Xintai Mechanical and  Xintai Zhihui Building construction Electricity and Binhai New Area, 20,673 12
Electrical Labor related works equipment Tianjin
Subcontracting for installation
Tianjiang Apartment
Project — Jianfa (KIT
NEERRESHNE
— %)
4 Tianjin Nangang LNG ~ Customer H Municipal public Water supply and Binhai New Area, 18,251 6.3
Emergency Reserve construction works  drainage works  Tianjin
Project (KEHIELNG
e REEH)
5 Outdoor Professional Customer C Building construction Pipe construction Binhai New Area, 18,194 0.3
Subcontracting Project related works works Tianjin

of Tianjiang Apartment
Project (KILABEST
REE}M)
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Total
revenue % of total
Project recognized revenue for
Ranking Project name Customer Project type description Project location  for the year the year
RMB 000 %
6 Decoration and Customer C Building construction Building Binhai New Area, 16,815 5.8
Renovation related works decoration and  Tianjin
Professional renovation
Subcontracting Project
of Tianjiang Apartment
Affordable Rental
Housing Improvement
and Renovation Project
— Jianfa (KILAB%E
HENE — 2%
7 Tianjiang Apartment Customer C Building construction Building Binhai New Area, 15,867 55
Decoration Professional related works decoration and  Tianjin
Subcontracting — renovation
Binhai Construction
(RIABERBEENG
— BB
8 Tianjiang Apartment Customer C Building construction Building Binhai New Area, 15,128 53
Housing Renovation related works decoration and  Tianjin
Project renovation
(RILABREEEBIER)
9 Infrastructure Project of  Customer I Municipal public Road Binhai New Area, 15,097 5.2
Huanggang Vocational construction works  construction Tianjin
Education Industrial works
Park in Binhai New
Area (Phase 1) (V&&#
I R SR [ AL
i TR (— )
10 Ya’anli Housing Customer J Building construction Building Binhai New Area, 14,760 5.1
Renovation Project related works decoration and  Tianjin
(FEEREREBTR) renovation
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For the year ended December 31, 2023
Total
revenue
recognized % of total
Project for the revenue for
Ranking Project name Customer Project type description Project Location period the period
RMB000 %
1 Tianjin Wangzi East Tianjin Hezhong Municipal public Road surface Binhai New Area, 55,714 17.4
Project (Phase II) Trading Company construction works  works Tianjin
(KRBT VR H Limited* (KB
"R RILEHRAT)
2 Tianjin Binhai New Area Customer B Foundation works Earthworks Binhai New Area, 43,733 13.7
Pharmaceutical Tianjin
Industrial Park
Construction Project
Soil Backfilling Project
(R T Y 0 5
EEREFER LA
TH)
3 Tianjin Wangzi East Tianjin Hezhong Municipal public Road surface Binhai New Area, 39,340 12.3
Project (Phase 1) Trading Company construction works  works Tianjin
(RETMHEFRIEH Limited* (KTl
—1EB) RLEARAH)
4 Professional Customer C Foundation works Pile foundation  Baodi District, 27,876 8.7
Subcontracting of Pile works Tianjin
Foundation Works for
Tianjin Shuren
Secondary and Higher
Specialized School
Project (KA
o FEERRREE
RLELEM)
5 Construction of Tianjin Hezhong Municipal public Road surface Binhai New Area, 21,751 8.7
Temporary Parking Lot~ Trading Company construction works  works Tianjin
at Wangzi East Area Limited* (K
No. 10 (10 EFRER RLEARAR)
BB TR
6 Yujing Road Heating Xi'an Heating Group Municipal public Traffic facilities ~ Xi'an, Shaanxi 14,778 4.6
Network Project Company Limited*  construction works  construction
(B BA TR R EYES
LU SRA)!
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Total
revenue
recognized % of total
Project for the revenue for
Ranking Project name Customer Project type description Project Location period  the period
RMB 000 %
7 Outdoor Professional Customer C Building construction Pipe construction Binhai New Area, 13,110 4.1
Subcontracting Project related works works Tianjin
of Tianjiang Apartment
Project (RILABEHL
REENM)
8 Infrastructure Cangzhou Bohai New Municipal public Traffic facilities ~ Cangzhou, Hebei 12,757 4.0
Construction Project of  District South construction works  construction
Nandaigang Coastal Dagang Industrial
Industrial Park — Park Construction,
South Erjing Road Transportation and
(ABEEELREE  Environmental
BE#AEH — % Protection
Shidh) Management Center
(I 4 e K
Y S 6 R
BRVEAAL)
9 Engineering and Social ~ Customer D Municipal public Traffic facilities ~ Binhai New Area 11,083 35
Infrastructure construction works  construction and Xiqing
Construction Projects District, Tianjin
in High-Tech Area
(Phase TT) (f # i
RIEER LR M)
10 Tianjiang Apartment Xintai Zhihui Building construction Electrical and Binhai New Area, 6,072 1.9

Xintai Mechanical and
Electrical Material

Procurement — Yu Jia
Cheng (RILAEERE
BRI — W)

mechanical
equipment
procurement

related works
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Backlog and new contract amounts

Backlog represents an estimate of the remaining contract amounts for our construction
projects for each of the three years during the Track Record Period. New contract amounts
represent the total contract amounts for construction projects undertaken by us during the
specified years. The following table sets forth the movement in contract amounts of backlog
of projects undertaken by us during the Track Record Period:

Municipal public Building
construction Foundation construction Petrochemical
works engineering works related works engineering Total
RMB000 RMB000 RMB000 RMB000 RMB000
For the year ended
December 31, 2021
Opening contract amount
of backlog* 49,139 43,305 5,336 3,707 101,487
Add: Newly contracted
projects 170,215 56,472 29,804 17,618 274,109
Add: Adjustment/variation
orders 13,793 (12) (27) 2,755 16,509
Less: Revenue recognized 144,712 89,153 19,236 21,703 274,804
Closing contract amount
of backlog* 88,435 10,612 15,877 2,377 117,301
For the year ended
December 31, 2022
Opening contract amount
of backlog* 88,435 10,612 15,877 2,377 117,301
Add: Newly contracted
projects 34,890 18,563 169,104 24,359 246,916
Add: Adjustment/variation
order 7,412 — 4,437 701 12,550
Less: Revenue recognized 86,469 20,476 171,286 8,918 287,149
Closing contract amount
of backlog* 44,268 8,699 18,132 18,519 89,618
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Municipal public Building
construction Foundation construction Petrochemical
works engineering works related works engineering Total
RMB’000 RMB000 RMB000 RMB000 RMB000
For the year ended
December 31, 2023
Opening contract amount
of backlog* 44,268 8,699 18,132 18,519 89,618
Add: Newly contracted
projects 193,046 87,065 13,197 3,177 296,485
Add: Adjustment/variation
order 5318 (1,628) 22,076 (9,859) 15,907
Less: Revenue recognized 186,201 83,265 41,155 8,195 318,816
Closing contract amount
of backlog* 56,431 10,871 12,250 3,642 83,194
For the one month ended
January 31, 2024
Opening contract amount
of backlog* 56,431 10,871 12,250 3,642 83,194
Add: Newly contracted
projects 16,351 31,309 — 30,862 78,522
Add: Adjustment/variation
order — — 379 — 379
Less: Revenue recognized 877 205 1,305 — 2,387
Closing contract amount
of backlog* 71,905 41,975 11,324 34,504 159,708

*

Represent the remaining performance obligations expected to be satisfied

As of January 31, 2024, we had 29 ongoing projects with a backlog value of RMB159.7
million, comprising (i) 27 public projects with an aggregate backlog value of RMB156.4
million; and (ii) two private projects with an aggregate backlog value of RMB3.3 million.

We received relatively substantial amount of adjustment/variation orders in our
building construction related works for the year ended December 31, 2023 primarily due to
the Tianjiang Apartment Projects (RILA I H) were at the completion stage in early

2023.
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OPERATION FLOW

The following diagram illustrates the main operation flow of our business:

Project identification

v v

Customer assessment Pre-tender cost evaluation

— Project identification
and tender phase
(generally approximately

y A one month to three months)
Project initiation and
No tender tendering process

v v

Unsuccessful tender Successful tender

v J—
Logging project within the
Jiexiao System

l

Contract signing

— Project preparation phase
(generally approximately
| 15 days to 45 days)

v v v

Project management
team formation

Procurement
plan formation

Budget
plan update

A 4

Project co

nstruction

A

Progress measurement and

inspe

ction

A4

Completion

inspection

and acceptance

A4

Warranty period

—— Project execution phase
(generally approximately
one month to one year)

Post-execution phase
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Project identification and tender phase
Project identification and selection

We acquire new construction projects primarily by way of tender. Our marketing
department is responsible for gathering market information from public sources and
following up the business status of our existing customers, for the purpose of exploring new
business opportunities. For further details on our sales and marketing activities, please refer
to the paragraph headed “— Sales and Marketing” in this section.

Prior to submission of tender, we conduct customer assessment and pre-tender
assessment based on our Group’s project selection criteria. The factors we consider in our
customer assessment primarily include customer’s size of operations, business operations
and payment capacities in order to gain a better understanding of the business and financial
situation of the customer and to perform credit rating assessment. We usually prioritize
clients from high to low credit ratings to minimize our risk of exposure to the recoverability
of our trade and bills receivables.

If the customer of the potential project passes our customer assessment, we will
prepare tender documents and conduct project feasibility studies and perform pre-tender
assessments for the identified projects. Based on the assessment results, we determine
whether to participate in the tendering for a specific project. We normally conduct
assessment on different customers and set up limit of gross profit margin of different
projects when we are deciding whether to submit tender for the relevant customers. If the
project selection criteria are met, we would proceed with the tender process upon internal
approval.

Project initiation and tendering

In general, after identification and selection of potential projects, the potential projects
will be further matched with our funding, resources and manpower, etc. Our proposed bid
project would be approved by the authorized person through our Jiexiao System, and the
name and number of the initial project will be established in Jiexiao System to link and
associate with future management and cost correlation. The particulars and requirements of
the underlying potential project will be assigned to our different business departments for
review and analysis, among which, our project management team is responsible for
arranging site visits to assess the conditions of the project sites and devise appropriate
construction plans accordingly; our commercial contract department and procurement
department are responsible for pre-tender cost evaluation; and our marketing department is
responsible for the preparation of tender documents and participating in the tendering
process.

In order to ensure compliance with the relevant PRC laws and regulations during the
tender phase, we have established and implemented internal measures and management
control systems, including implementation of policies in relation to the conduct of tendering
staff, tender money and seal management, confidentiality and anti-corruption management,
and provided regular training to relevant staff to ensure that we comply with the relevant
laws and regulations.
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Depending on the tender requirement of the potential projects, we may be required to
pay a refundable tender deposit to potential customers or tender organizers at the time of
tender submissions, which would generally be refunded to us upon (i) signing of the
construction contracts, if our tender is successful; or (ii) within five days from the date of
the announcement of the tender results, if our tender is unsuccessful. For the years ended
December 31, 2021, 2022 and 2023, we submitted 243, 124 and 110 tenders for construction
projects, with tender success rates of approximately 25.1%, 25.0% and 22.7%, respectively.

Project Preparation Phase
Logging projects within Jiexiao System

After a successful bid is confirmed, we input the information of a project, including
successful bidding prices and the person-in-charge, into the Jiexiao System, and each
project recorded in the Jiexiao System would be assigned a unique project name and
reference number. Thus, the processes and information in relation to such particular
project, including budgeting, confirmation of costs incurred, issue of invoices, application
for payment shall be linked and associated with such project under the Jiexiao System by
the project name and reference number. Therefore, by using of the Jiexiao System, not only
the input of labor, raw material and equipment and machinery on the project site can be
presented in the form of data, but it also facilitate us to assure the financial performance of
the project. During the Track Record Period, the Group has no loss-making projects.

Contract signing

We generally enter into agreements with our customers in accordance with the
requirements of the tender on a project-by-project basis. If we successfully bid on a
construction project, upon the receipt of a letter of award, we would enter into a
construction contract with our customers. Our commercial contract department is
responsible for negotiating the terms and conditions of such contract with our customers,
and such contract will be subject to our internal review process before signing. We may also
be required to pay a refundable performance guarantee deposit to our customers upon
signing of the construction contracts, which would be refunded upon project completion.

Project preparation

Upon the execution of the project contract, we would commence the preparation of the
raw materials, equipment and machinery, labor and other resources required for the project
by (i) forming a management team who shall devise the implementation plan and progress
plan for the project; (ii) selecting suppliers of raw materials, labor, equipment and
machinery or other resources required for the project and conducting procurement activities
as well as adjusting the budget; and (iii) uploading the contracts and budget to the Jiexiao
System.
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The project management team primarily comprise a project manager, a technical
manager, safety and quality manager and other technical or administrative personnel. The
project management team is responsible for coordination and management at the project
site, progress management, quality control and inspection, management of raw materials
and equipment, management of personnel, safety and environment protections, and other
general administrative work related to the construction project.

For each construction project we undertake, we would formulate the procurement plan
based on the implementation plan and progress plan. Generally, the project manager needs
to sign a responsibility letter which outlines his corresponding responsibility and the
prescribed goals to be achieved by him/her for the construction project. By adopting such
requirement of responsibility letter, we believe we can better control the progress and
quality of our works.

Raw materials for our construction projects include concrete, steel and other
construction materials. The equipment and machinery required for our performance of
construction works at project sites usually include cranes, excavators, loaders and
bulldozers. Other than the project management team members, the construction workers
deployed in our projects are sourced from third-party agents. Depending on our
capabilities, scale and complexity of the projects, we may also subcontract those
construction processes that require professional expertise such as electrical and thermal
works. For further details, please refer to the paragraph headed “— Raw Materials”, “—
Equipment and Machinery”, and “Subcontracting Suppliers” in this section. In this phase,
we would obtain and compare quotations from multiple suppliers. Once we confirm the
prices, we would enter into contracts with the relevant suppliers and devise the budget plan
for the project accordingly, which would be uploaded to the Jiexiao System. Such budget

plan may be adjusted from time to time in later phases of the project.
Project execution phase
Project construction

Prior to the commencement of construction, our project manager would formulate an
execution plan in accordance with the terms of the contracts, designs, and drawings
provided by our customers. The construction milestones would also be set and we would
then estimate the required time for each phase. Generally, our project management team
would commence execution of construction plan once we obtain the necessary approval
from our customers. During the course of project execution, we maintain close interaction
with different parties involved, such as our customers, construction inspectors, workers and
suppliers to ensure that the quality is up to standard and the schedule of the project is
adhered to.
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In the course of project execution, our project management team is responsible for the
management of the daily operation at our project sites by, among other things, (i) attending
regular meetings with our customers and the construction inspectors, during which we
would report the construction progress and discuss any change in the execution plan, and
our customers and the construction inspectors would state their comments and
requirements; (ii) monitoring the progress and quality of the construction works at the
project sites; (iii) supervising the delivery and/or inspection of raw materials, equipment
and machinery and labor and uploading the relevant information to our Jiexiao System to
confirm the accuracy and authenticity of actual cost incurred; (iv) maintaining the
documentation for the construction projects, submit the report of progress measurement
and completion inspection and submit request for the progress payment and settlement to
our customers; and (v) monitoring the safety and environment protection of the project
sites.

In order to ensure compliance with the relevant PRC laws and regulations during the
execution phase, we have established and implemented internal control measures and
management control systems, such as quality management system, safety management
system, occupational health and safety management system, and environmental protection
management system for construction. We have established an occupational health and
safety management system, which has been certified to satisfy the requirements of GB/T
45001-2020/1SO 45001:2018 standard. Besides, our quality system has been evaluated and
certified as satisfying the requirement of GB/T19001-2016/ISO9001: 2015 and
GB/T50430-2017 quality management system certification. For further information on
the quality standards we have adopted, please refer to the paragraph headed “— Quality
Control and Management” in this section. Whilst our engineering management department
is responsible for monitoring the overall compliance of our project execution, our project
management team performs on-site inspections at construction sites to ensure our
construction projects are executed in compliance with our internal management systems
and the relevant laws and regulations.

Our management team utilizes the Jiexiao System during the project execution phase to
review contracts and monitor costs incurred in our construction projects. The limit of the
cost would be set up for different parts of the project. Our management team could
ascertain the amounts and prices of raw materials received, the usage of equipment and the
allocation of labor on a daily basis. Our staff would take photographs of the delivery and
usage of raw materials and equipment and machinery as well as the attendance of labor and
upload them to the Jiexiao System as the proof of the actual costs incurred in the course of
project execution which shall be subsequently used as the basis for calculating the amounts
to be settled with our customers and suppliers. Unless being approved by our customers or
our management team, the relevant cost incurred could not exceed the limit we previously
set up.
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Progress measurement

In the project execution phase, we regularly assess the progress of our construction
projects and calculate the amounts payable by our customers accordingly. Generally, we
send the report in relation to the amount of construction works, payment application and
relevant documents to the inspectors engaged by our customers on a monthly basis, which
sets out the amount of construction works completed pursuant to the relevant contracts
entered into with our customers. If the inspectors have any objection to our report, then we
shall review our report and discuss with our customers and their inspectors with a view to
reaching consensus on the actual amount of construction works completed. Once the
amount of construction works completed is confirmed and certified by our customers, they
shall make the payment to us for our completed works accordingly.

After receiving the progress certificate to confirm the progress measurement or the
progress payment amount from our customers, we will submit the progress payment
application and other relevant materials to the inspectors.

Completion inspection and acceptance

Throughout the execution of our construction projects, our project management team
would, from time to time, conduct inspection periodically at our project sites to ensure that
the progress and quality of our construction works satisfy the standards and requirement as
agreed between our customers and us. Upon the completion of construction works, we
would conduct completion inspection of the construction works and send the inspection
report to the construction inspectors engaged by our customers, who would then conduct
their own inspection of our construction works and report to customers after review of the
completion inspection report. If the construction inspectors are of the view that our
construction works have not yet fulfilled our customers’ requirement, we would then
conduct the construction works required by the inspectors, and carry out inspection again
upon the completion of such works.

Once our customers have accepted that the construction works undertaken by us have
been completed, we would send a request to the customers to initiate the settlement audit
process. The date on which we submitted the completion inspection report shall be the date
of commencement of the warranty period. In general, all outstanding payment (other than a
portion of the retention fee which generally does not exceed 3% of the final settlement
amount) shall be payable by the customers to us upon completion of the settlement audit
process.

Post-execution phase

After completion of the project, we usually provide warranty in relation to our
construction. Depending on the type of construction, the warranty period generally has a
term of one to two years, during which we would make further corrections or repairs to the
works as required by our customers. Typically, at the end of the warranty period, our
customers would remit the remaining retention fee to us after it is confirmed that we have
fulfilled our quality assurance obligations under the contract.
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CUSTOMERS, SALES AND MARKETING
Sales and marketing

Our marketing department is responsible for identifying project opportunities,
exploring markets, following up the status of potential projects, pre-tender preparation
and participating tender process and other marketing activities. Our marketing department
primarily sources the market information from the announcement on construction projects
published by the government, the internet and other public sources, as well as the
information shared by our existing customers. Based on the market information we
obtained from time to time, our marketing department carries out the following marketing
activities to promote our business:

(i) we maintain contact with tendering agencies, engineering design companies and
inspection companies (¥ /v 7)) in order to obtain accurate and updated market
information;

(i) we participate in industry-related meetings and conferences organized by
government authorities to gain more understanding of the market and
strengthen our relationship with customers;

(iii) we have joined certain regional construction industry associations. Through
participating in activities held by these associations, we can expand our business
network and develop business relationships with new customers and suppliers;

(iv) we put effort in maintaining our relationships with our existing customers to
ensure that we can maintain long-term and stable cooperation relationships with
them; and

(v) we promote our services through our corporate websites and social media
platforms, such as WeChat official account.

Our directors believe that the marketing activities carried out through the various
channels above can enable us to capture more business opportunities, improve our
corporate image and solidify our reputation in the industry.

We are of the view that it is crucial for our marketing staff to possess expertise in
construction, so that they can better understand how construction projects are conducted,
which enables them to prepare tenders that can better suit the needs of our Group as well as
satisfying the requirement of our customers. Currently, some of our marketing staff are
first-grade or second-grade registered architects, and we have requested our marketing staff
to attend meetings related to execution of construction works to develop understanding of
construction works.

During the Track Record Period, we obtained a large majority of our projects through
tendering, accounting for more than 95% of our total revenue generated from construction
projects.
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For the years ended December 31, 2021, 2022 and 2023, we submitted 243, 124 and 110
tenders, respectively, with tender success rates of approximately 25.1%, 25.0% and 22.7%
respectively. The following table sets forth data on our tenders to potential customers
during the Track Record Period:

Year ended December 31,

2021 2022 2023
Number of submitted tenders 243 124 110
Government authorities and state-owned
enterprises 235 115 94
Private enterprises 8 9 16
Number of projects awarded 61 31 25
Government authorities and state-owned
enterprises 58 26 15
Private enterprises 3 5 10
Tender success rate (%) "/ 25.1 25.0 22.7
Government authorities and state-owned
enterprises 24.7 22.6 16.0
Private enterprises 37.5 55.6 62.5
Note:

(1) The tender success rate for a given financial year is calculated based on the number of projects
awarded for tenders submitted in that financial year (whether awarded in the same financial year or
thereafter).

Customers

Our customers mainly include government authorities, state-owned enterprises and
private enterprises which are primarily located in Tianjin. We have a diversified customer
base, covering industries such as infrastructure, real estate, petrochemicals engineering, and
logistics and warehousing.

For the years ended December 31, 2021, 2022 and 2023, we had 48, 29 and 23
customers, respectively, of which 39, 21 and 16 were government authorities and
state-owned enterprises, and the remaining customers were private enterprises including,
among others, construction services company, logistics services company and property
developer. During the Track Record Period, our revenue from construction works was
mainly derived from government authorities and state-owned enterprises, which in total
amounted to RMB175.4 million, RMB176.5 million and RMB180.6 million, representing
63.8%, 61.5% and 56.7% of our total revenue for the same periods, respectively.
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During the Track Record Period, our project team leader maintained relationship with
customers by conducting visits from time to time to collect their feedback and learn about
their business opportunities. Due to the nature of our industry, our business is
project-based. Also, our projects awarded by major customers were primarily through
tendering and such contracts were awarded on a one-time basis, therefore the composition
of our top five customers varied from period to period and their identities were generally
different for each of the years during the Track Record Period. For the years ended
December 31, 2021, 2022 and 2023, revenue attributable to our top five customers was
RMB174.5 million, RMB222.1 million and RMB260.7 million, representing 63.5%, 77.0%
and 81.6% of our total revenue for the same year, respectively, while revenue attributable to
our largest customer for the same periods was RMB55.8 million, RMB94.5 million and
RMBI122.8 million, accounting for 20.3%, 32.8% and 38.4% of our total revenue,
respectively.

During the Track Record Period, we obtained a large majority of our projects through
tendering, accounting for more than 95% of our total revenue generated from construction
projects. For the remaining projects, we obtained them through negotiation with our
customers (which involves price inquiry and price comparison by our customers). As such,
we have no control over the tender outcome and thus the eventual project and customer
mix, and the project size relative to each other. During the Track Record Period, we
provided construction services to 67 customers and undertook 145 construction projects.
Our relatively concentrated customer base was mainly attributable to our undertaking of
more large scale projects during the Track Record Period, of which, we allocated the
majority of our resources, capacity and available manpower to such projects at the relevant
time. In addition, we have been tendering for and undertaking more large scale projects
during the Track Record Period which led to an increase in the contribution of revenue
from our top five customers. However, our top five customers are generally different for
each of the years during the Track Record Period and we do not rely on any of our major
customers. According to Frost & Sullivan, due to the project-based nature of the
construction industry, it is not uncommon for construction contractors in PRC to have a
relatively concentrated revenue spread from a few large projects in a given year.
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The following table sets forth our top five customers by revenue contribution for each
year during the Track Record Period:

For the year ended December 31, 2021

Year of commencing

% of total

Year of business relationship Payment revenue for
Ranking Customers establishment with our Group term Payment method Revenue the year
RMB000 %
| Customer E? 1983 2021 Up to 30 days  Bank transfer 55,800 203
2 Tianjin Hengsheng 2008 2021 Up to 30 days Bank transfer 49,178 17.9
Municipal Engineering
Company Limited* (KHE T
EETRTRARA D)
3 Customer F¥ 2009 2018 Up to 30 days  Bank transfer 34,728 12.6
4 Customer G 2001 2021 Up to 30 days  Bank transfer 18,728 6.8
5 Customer H® 1992 2021 Up to 30 days  Bank transfer 16,107 5.9
Top five customers 174,541 63.5
All other customers 100,403 36.5
Total revenue 274,944 100.0
For the year ended December 31, 2022
Year of commencing % of total
Year of business relationship Payment revenue for
Ranking Customers establishment with our Group term Payment method Revenue the year
RMB000 %
| Customer C" 2007 2016 Up to 30 days  Bank transfer 94,505 3038
2 Xintai Zhihui” 1994 2022 Up to 30 days  Bank transfer 45,577 15.8
3 Tianjin Hengsheng 2008 2021 Up to 30 days Bank transfer 41,807 14.5
Municipal Engineering
Company Limited* (KH T
T TRARA )
4 Customer I® 2001 2022 Up to 28 days Bank transfer 21,943 7.6
5 Customer H'® 1992 2021 Up to 30 days  Bank transfer 18,251 6.3
Top five customers 222,083 77.0
All other customers 65,877 23.0
Total revenue 287,960 100.0
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For the year ended December 31, 2023

Year of commencing

% of total

Year of business relationship Payment revenue for
Ranking Customers establishment with our Group term Payment method Revenue  the period
RMB000 %
1 Tianjin Hezhong Trading 2002 2023 Up to 30 days Bank transfer 122,811 384
Company Limited*
(KHHMRATH
HRA)®
2 Customer C'V 2007 2016 Up to 30 days  Bank transfer 66,600 208
3 Customer B 1990 2023 Up to 30 days Bank transfer 43,733 13.7
4 Xi’an Heating Group 1997 2020 Up to 30 days Bank transfer 14,778 4.6
Company Limited* (5%l
BHEMARFEAR)
5 Cangzhou Bohai New 2019 2023 Up to 14 days Bank transfer 12,757 4.1
District South Dagang
Industrial Park
Construction,
Transportation and
Environmental Protection
Management Center (Il
A K S
AR RE ML)
Top five customers 260,679 81.6
All other customers 58,758 18.4
Total revenue 319,437 100.0

Notes:

1. A group of companies based in the PRC and the holding company of which is Customer C, a
state-owned enterprise established in the PRC with limited liability and a registered capital of
RMB30,000 million, which is based in Beijing. It is mainly engaged in construction, installation and

consultation of domestic public and civil housing, investment and construction of infrastructure
projects and domestic real estate investment and development. During the Track Record Period, we
entered into transactions with four, three and three of its subsidiaries, respectively.
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2. A group of companies based in the PRC and the holding company of which is Customer E, a
state-owned enterprise established in the PRC with limited liability and a registered capital of
approximately RMB326,547.2 million, which is based in Beijing. It is mainly engaged in oil and gas
exploration, petrochemical products production and sales, and construction and installation of
petroleum and petrochemical projects. During the Track Record Period, we entered into
transactions with 16, nine and eight of its subsidiaries or their respective branch companies,
respectively.

3. Tianjin Hengsheng Municipal Engineering Company Limited* (RETHET B TEARAR) is a
private enterprise established in the PRC with limited liability and a registered capital of RMB8
million, which is based in Tianjin. It is mainly engaged in earthwork construction, municipal public
construction and sales of construction related materials.

4. Customer F is a private enterprise established in the PRC with limited liability and a registered
capital of RMBI140 million, which is based in Tianjin. It is mainly engaged in real estate
development, lease, commercial housing sales and property services.

5. Customer G is a state-owned enterprise established in the PRC with limited liability and a registered
capital of RMBI1,800 million, which is based in Tianjin. It is mainly engaged in the investment
operation and management of state-owned property, real estate development and sales and greening
project construction.

6. Customer H is a state-owned enterprise established in the PRC with limited liability and a registered
capital of approximately RMB1,480.2 million, which is based in Beijing. It is mainly engaged in
construction works and design, petroleum and natural gas engineering construction, electric power
engineering projects and other construction related activities.

7. Xintai Zhihui is a private enterprise established in the PRC with limited liability and a registered
capital of approximately RMB76 million, which is based in Tianjin. It is mainly engaged in
construction design, building renovation and decoration, residential interior decoration, building
intelligent system design and electrical installation services.

8. Customer I is a state-owned enterprise established in the PRC with limited liability and a registered

capital of RMBS5,080 million, which is based in Beijing. It is mainly engaged in construction works,
real estate development and investment management and road cargo transportation.
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9.  Tianjin Hezhong Trading Company Limited* (KM MALTE AR/ is a private enterprise
established in the PRC with limited liability and a registered capital of approximately RMBS
million, which is based in Tianjin. It is mainly engaged in import and export of goods and
technology, general cargo warehousing services, refined oil warehousing and machinery and
equipment leasing. We provided road construction services mainly involving pavement of road
surfaces to Tianjin Hezhong Trading Company Limited* (RIEW AR TE AR /AT for its bulk
cargo yards during the Track Record Period. We obtained such road construction project from
Tianjin Hezhong Trading Company Limited* (Ki# T fl AR L&A RAFl) through tender.

10. Xi’an Heating Group Company Limited* (7§ % i1 #4 1 £ B 47 R T AT /2 7)) is a state-owned enterprise
established in the PRC with limited liability and a registered capital of approximately RMBS825
million, which is based in Xi’an. It is mainly engaged in production and supply of electricity and
heat, thermal engineering design, construction and installation, technical consulting services.

11.  Customer B is a private enterprise established in the PRC with limited liability and a registered
capital of RMB100.0 million, which is based in Tianjin. It is principally engaged in the design,
construction, supervision and surveying of construction projects, cultural relics protection projects
and geological disaster control projects.

12.  Cangzhou Bohai New District South Dagang Industrial Park Construction, Transportation and
Environmental Protection Management Center* (¥} h i Hr 5 ma it 2 2 ] [ 2 i 50 4 BR AR/ L o
/[») is a public institution established in the PRC with a start-up capital of RMB914.99 million,
which is based in Cangzhou, Hebei Province. It is principally responsible for planning,
infrastructure construction, transportation, land resources and environmental protection.

To the best knowledge of our Directors, all of our top five customers for the years
ended December 31, 2021, 2022 and 2023 are Independent Third Parties. None of our
Directors or their close associates, or Shareholders (who to our Directors’ knowledge own
more than 5% of the issued share capital of the Company) had any interest in any of our top
five customers during the Track Record Period.

Construction contracts

We typically enter into construction contracts with our customers on a
project-by-project basis before the commencement of work. Such contracts generally set
out the terms and conditions, including the contract term, pricing and price adjustment
mechanism, payment terms and warranty periods. The terms of each contract entered into
by our Group and its customers may vary significantly depending on a number of factors,
including the duration, nature and complexity of the particular project. Such contracts may
include the requirement to procure certain materials for the construction projects. We may
also enter into supplementary contracts with our customers from time to time due to
changes in project circumstances.
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The following table provides a summary of the typical key terms and conditions of our
construction contracts with customers:

Contract term

Pricing and price
adjustment

Payment term

Usually ranges from one month to one year depending on
the complexity of the project.

Construction fee is usually charged based on fixed unit price
or a fixed contract sum. The final construction fee of a fixed
unit price contract is based on the agreed unit price and the
actual quantity of work performed. The fixed contract sum
is determined when entering into the contract and can only
be adjusted under certain circumstances as specified in the
contract, such as additional services requested by the
customer or changes in specifications under a variation
certificate.

In the event that there are any significant changes to the
scope of work during the course of the project (e.g., change
in workload, extension of time, or requirement for
additional work), we would enter into a supplemental
agreement with the customer to record the price adjustment.

We generally adopt the progress payment method in
construction contracts. Generally our contracts do not
bear the advance payment term. On a case-by-case basis,
we may negotiate for an advance payment arrangement with
our customers. Therefore, the overall result is that nil to
30% of the contract amount may be payable to us by our
customers prior to the commencement of work depending
on the results of negotiation with our customers.

During the project implementation, payments are generally
made either (i) in monthly progress payments; or (ii) upon
achievement of certain major milestones under the contract.
We would submit monthly progress reports to our customers
showing the works we have performed with the request for
progress payment. Progress payments would normally be
calculated based on the percentage of the total certified
value of the works performed, which generally ranges from
70% to 85%.

Upon completion of the project, we are normally entitled to
97% of the contract sum. Our customers would retain
approximately 3% of the final settlement amount as
retention fee, which will be paid to us at the end of the
warranty period.
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Contract variation

Warranty period

Breach of contract

Termination events

Pricing Policy

A variation certificate would be issued by our customers
where the construction design or construction scope is
changed. Unless otherwise specified in the construction
contract, the price for the variation certificate will be
separately agreed between our customers and us.

We may be required to provide a warranty period ranging
from one year to two years. During the warranty period, our
Group shall be responsible for any remedial works that may
be incurred as a result of defective works or materials.

Generally, if we (i) fail to meet the quality standards of the
contract; (ii) change project scope or project management
team members without approval; (iii) cause project delay
without any reasonable justification; (iv) cause severe
personal injury; and (v) cause any accident or quality
incident on our part’s default resulting in damages to our
customer, we may be deemed to be in breach of the contract.

We may be required to pay a fixed amount of damages to
compensate for our customers’ losses.

In general, the contract would be terminated upon
expiration of the warranty period and the retention fee
being settled. Our customers are entitled to terminate the
contract upon occurrence of project delay which is not being
rectified, or our substantial breach of the contract, or by
mutual agreement between our customers and us.

Our quotation price at the tender or negotiation stage is based on a number of factors.
We usually adopt the cost plus premium approach to determine our fee quotation, taking
into account factors such as: (i) estimated costs of raw materials, equipment and labor; (ii)
scope and complexity of works; (iii) delivery schedule; (iv) expected profitability; (v) the
prices that may be offered by other bidders; and (vi) information or indices published in the
market or by the government. We would also consider the general project profitability and
strategic cooperation with the customer within the price cap mentioned in the tender from

time to time.
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During the Track Record Period, the contract amount of our (i) municipal public
construction works projects ranged from RMBO0.1 million to RMB91.0 million; (ii)
foundation works projects ranged from RMBI1.5 million to RMB49.5 million; (iii) building
construction related works projects ranged from RMB39,000 to RMB26.8 million; and (iv)
petrochemical engineering works projects ranged from RMB16,600 to RMB18.1 million.

In general, since our project period spans from one month to one year, under certain
circumstances, there may be unanticipated price fluctuations or price changes during the
project period, as a result of which the actual cost of the project undertaken may be higher
than our estimated costs. For construction contracts that allow us to make adjustments and
revise our estimated project costs in response to changing circumstances, such cost increases
may be passed on to the customer; otherwise any cost increases may have to be borne by us.
During the Track Record Period, we did not pass on any cost increase to our customers
because (i) there were no material differences between the estimated costs and the actual
costs of our projects since we did not experience material cost fluctuations and we have
established effective internal control measures to ensure that the total cost of each
construction project is estimated accurately; and (ii) we would like to maintain good
relationship with our customers and to maintain our competitiveness. In addition, we will
also base our procurement on the actual needs of the project schedule, estimate the amount
of labor and raw materials required during the project preparation phase, consider possible
future changes in the price of raw materials, and closely monitor the use of raw materials
during the project to minimize waste.

Credit policy and credit management

Payment terms and credit policies for customers are negotiated on a project-by-project
basis and the time required to complete the process varies significantly from one customer
to another. Our Group generally allows customers to settle payments up to 30 days from the
date of issuance of progress certificates. We actively monitor and review the payment terms
of our customers on a regular basis. Under our internal control policy, we are required to
implement the verification procedures for all customers that enter into transactions on the
credit terms and to maintain strict control over uncollected trade receivables.

For further details of our trade receivables and bills receivable, and the calculation
method of our turnover days of our trade and bills receivables, please refer to the section
headed “Financial Information — Trade and Bills Receivables” in this document. Our
management regularly reviews our overdue balances.
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SEASONALITY

During the Track Record Period, our construction business was predominantly carried
out in Tianjin, which would be affected by seasonal factors. We generally achieved higher
revenue in the second half of the year than in the first half of the year as construction
activities are generally comparatively latent during the Lunar New Year, and the winter
weather conditions could adversely affect construction operations. For details, please refer
to the section headed “Risk Factors — Our business operations are subject to adverse
weather conditions, severe air pollution, natural disasters and other seasonality” in this
document.

SUPPLIERS

Our suppliers are business entities that are primarily engaged in the provision of
construction materials, lease of equipment and machinery, labor subcontracting and
subcontracting of professional construction services in the PRC. For the years ended
December 31, 2021, 2022 and 2023, we made purchases from 318, 273 and 224 suppliers,
respectively. We maintain a multi-supplier policy and seek price quotations from at least
three suppliers for the purchase of major raw materials and equipment to avoid undue
reliance on any single supplier. In addition, we tend to purchase construction materials such
as cement and steel from local suppliers. In preparing the budget for each project, we would
take into account factors such as potential price fluctuations of raw materials, as well as any
anticipated increases in costs, and pass on such increases to our customers wherever
practicable. In order to minimize the impact of possible fluctuations in costs and raw
material prices during the course of a project, we usually enter into a long-term contract
with our suppliers in fixed unit price with market price taken into consideration at the time
of procurement and establish a price adjustment mechanism from time to time based on
actual negotiations. Unless otherwise specified in the contract, the fixed unit price could not
be changed.
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For the years ended December 31, 2021, 2022 and 2023, the total cost of sales involving
our top five suppliers was RMB48.3 million, RMB47.3 million and RMB64.8 million,
representing 23.8%, 22.0% and 27.0% of our total cost of sales for the same years,
respectively. During the same years, the total cost of sales involving our largest supplier
amounted to RMBI11.3 million, RMB14.5 million and RMB14.9 million, representing 5.6%,
6.7% and 6.2% of our total cost of sales for the same years, respectively. The following
table sets forth our top five suppliers for each year during the Track Record Period:

For the year ended December 31, 2021

Major materials ~ Year of commencing % of total
or services business relationship ~ Payment Purchase  cost of sales
Ranking  Suppliers supplied/provided  with our Group term Payment method amount _for the year
RMB 000 %
1 Tianjin Chengyu Construction Company  Professional 2020 up to 30 days Bank transfer 11,334 5.6
Limited* (REHFRETRERL subcontracting
l)(“Tianjin Chengyu”)""
2 Tianjin Chengteng Building Materials Raw materials 2021 up to 30 days Bank transfer 11,208 5.5
Trading Company Limited*
(KRR E R A RA )
3 Supplier A®) Raw materials 2020 N/A®) Bank transfer 10,097 5.0
4 Tianjin Yunze Building Construction Professional 2021 N/A®Y Bank transfer 8.829 43
Company Limited* (KEZEEETHA  subcontracting
B/ and labor
services
5 Supplier B Professional 2021 N/AY Bank transfer 6,850 34
subcontracting
Top 5 suppliers 48,318 23.8
All other 154,920 76.2
suppliers
Total cost of 203,238 100.0
sales
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For the year ended December 31, 2022

Major materials ~ Year of commencing % of total
or services business relationship ~ Payment Purchase  cost of sales
Ranking  Suppliers supplied/provided  with our Group term Payment method amount _ for the year
RMB000 %
1 Tianjin Jinyuan Building Construction Professional 2022 N/A®Y Bank transfer 14,478 6.7
Company Limited* subcontracting
(RESREE LRARAT)O
2 Tianjin Huisheng Trading Company Raw materials 2022 up to 10 days Bank transfer 9,282 43
Limited*
(REBEAHEARAR)
3 Supplier ¥ Labor services 2022 N/ATD) Bank transfer 9,012 4.2
4 Tianjin Zhengbiao Jinda Cable Raw materials 2022 up to 30 days Bank transfer 8,504 39
Group Company Limited*
(REESREREEMERAR)
5 Supplier D'? Raw materials 2022 up to 20 days Bank transfer 6,009 2.8
Top five suppliers 47,285 220
All other 168,080 78.0
suppliers
Total cost of 215,365 100.0
sales
For the year ended December 31, 2023
Major materials  Year of commencing % of total
or services business relationship ~ Payment Purchase  cost of sales
Ranking ~ Suppliers supplied/provided  with our Group term Payment method amount for the period
RMB000 %
1 Tianjin Aierwei Trading Company Raw materials 2022 up to 30 days Bank transfer 14,901 6.2
Limited* (KHX WM E4RAT)D
2 Tianjin Huisheng Trading Company Raw materials 2022 up to 30 days Bank transfer 13,892 5.8
Limited* (K E 7 M ARAT)D
3 Tianjin Jinmen Yushang Engineering Professional 2020 N/A®D) Bank transfer 13,208 5.5
Construction Company Limited* (K  subcontracting
MgHRE TRARAT)"
4 Tianjin Jinyuan Building Construction Professional 2022 N/AT Bank transfer 12,673 53
Company Limited* subcontracting
(RESERRTRARA)®
5 Tianjin Yunze Building Construction Professional 2021 N/A®) Bank transfer 10,104 42
Company Limited* (KHEEHETEA  subcontracting
AW
Top five suppliers 64,778 27.0
All other 174,353 73.0
suppliers
Total cost of 239,131 100.0
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Notes:

10.

Tianjin Chengyu is a private enterprise established in the PRC with limited liability and a registered
capital of RMB30 million, which is based in Tianjin. It is principally engaged in building
construction, fire protection, waterproofing and anti-corrosion insulation engineering services, steel
structure engineering and building decoration and decoration engineering.

Tianjin Chengteng Building Materials Trading Company Limited* (K& & A RA )
(formerly known as Tianjin Feiher Technology Development Company Limited* (K R#FFlH % 45 &
HFR7Z F])) is a private enterprise established in the PRC with limited liability and a registered
capital of RMBS8 million, which is based in Tianjin. It is principally engaged in construction material
sales, sales of mechanical parts and components, leasing of machinery and equipment and sales of
electronic products.

Supplier A is a private enterprise established in the PRC with limited liability and a registered
capital of RMB44.1 million, which is based in Tianjin. It is principally engaged in concrete
processing and sales, wholesale and retail of building materials, machinery and equipment leasing
and special transportation of goods.

Tianjin Yunze Building Construction Company Limited* (K ZE#E#E THEARAF) is a private
enterprise established in the PRC with limited liability and a registered capital of RMB30 million,
which is based in Tianjin. It is principally engaged in municipal road engineering design and
construction, firefighting engineering and waterproofing, building intelligent system design, special
equipment installation and anti-corrosion insulation engineering services.

Supplier B is a private enterprise established in the PRC with limited liability and a registered
capital of RMBS50 million, which is based in Tianjin. It is principally engaged in building
construction, low voltage engineering, municipal public works, environmental protection
engineering and earthwork engineering.

Tianjin Jinyuan Building Construction Company Limited* (K& TREE THARA R A) is a private
enterprise established in the PRC with limited liability and a registered capital of RMB12 million,
which is based in Tianjin. It is principally engaged in curtain wall construction, environmental
protection works, fire protection, waterproofing and anti-corrosion insulation engineering services,
landscaping projects and municipal projects.

Tianjin Huisheng Trading Company Limited* (K{EHEAFE A M/AF) is a private enterprise
established in the PRC with limited liability and a registered capital of RMB10 million, which is
based in Tianjin. It is principally engaged in construction material sales and sales and trading in
basic commodities.

A group of companies based in the PRC and the holding company of which is Supplier C, a private
enterprise established in the PRC with limited liability and a registered capital of RMB10 million,
which is based in Tianjin. It is principally engaged in labor services, technology development,
technical consultation and project management services.

Tianjin Zhengbiao Jinda Cable Group Company Limited* (K IEREEZAFHEEEAIRAF) is a
private enterprise established in the PRC with limited liability and a registered capital of RMB420
million, which is based in Tianjin. It is principally engaged in wire and cable manufacturing, road
cargo transportation, power transmission business and electrical equipment manufacturing.

Supplier D is a private enterprise established in the PRC with limited liability and a registered

capital of RMBS5 million, which is based in Tianjin. It is principally engaged in construction material
sales and road freight transportation, security equipment and electronic product sales.
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11. Tianjin Aierwei Trading Company Limited* (KEXTMEARAT) is a private enterprise
established in the PRC with limited liability and a registered capital of RMB2.0 million, which is
based in Tianjin. It is principally engaged in wholesale and retail trading.

12.  Tianjin Jinmen Yushang Engineering Construction Company Limited* (J M4 i &4 TR A R
/3T is a private enterprise established in the PRC with limited liability and a registered capital of
RMBS50 million, which is based in Tianjin. It is principally engaged in civil construction engineering,
earthwork engineering, steel structure engineering and pipeline engineering, waterproofing and
insulation engineering and indoor and outdoor decoration engineering.

13.  We are required to make payments according to the payment schedule agreed by the parties.

To the best of our Directors, all of our top five suppliers for the years ended December
31, 2021, 2022 and 2023 are Independent Third Parties. None of our Directors or their close
associates, or Shareholders (who to our Directors’ knowledge own more than 5% of the
issued share capital of the Company) had any interest in any of the top five suppliers during
the Track Record Period.

Raw materials

Costs of materials consumed constitutes a substantial portion of our cost of sales.
Materials used for our construction projects include concrete, steel and other construction
materials, all of which are sourced from PRC suppliers. Our project management teams are
responsible for developing procurement plans and budgets based on their respective project
specifications, with the exception of raw materials procured by professional construction
subcontractors for specific projects. For the years ended December 31, 2021, 2022 and 2023,
the cost of raw materials consumed by us was RMB97.5 million, RMB89.2 million and
RMB68.8 million, representing 48.0%, 41.4% and 28.8% of our total cost of sales for the
same years, respectively.

We have in place strict supplier selection criteria and a supplier management system,
which include their track record, reputation, necessary licenses held, and price and quality
of products and services. The quantity and timing for ordering raw materials are
individually assessed by the project management team based on the progress and specific
requirements of each project. To ensure that our services meet the specifications required by
our customers, we implement strict quality control procedures for raw materials. For more
information, please refer to the paragraph headed “— Raw Materials Inspection” in this
section.

Certain construction contracts entered into by our Group with its customers contain
price adjustment mechanism, whereby we may be able to pass on a portion of such price
increase to our customers. For details, please refer to the paragraph headed “— Pricing
Policy” in this section.
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Key terms of typical purchase agreements with raw materials suppliers

In general, we will issue purchase orders of raw materials after we are awarded a
construction contract, and our suppliers would issue us the delivery order or invoice
containing a description of our orders, quantities and prices. The key terms and conditions
of typical purchase agreements of major raw materials are summarized as below:

Pricing The total price of raw materials is determined by the unit
price and the quantity delivered, wherein the unit price is
negotiated with our supplier with reference to the prevailing
market prices.

Delivery, inspection The supplier delivers raw materials to our designated
and acceptance location, such as a construction site. Upon delivery, our
employees will check the quality and quantity of raw

materials according to our specifications and standards.

In general, risk of wear and tear from delivery is borne by
the supplier.

Payment terms We usually pay our suppliers on a monthly basis.

Occasionally, up to 50% of the contract sum is required as
an advance payment.

Liquidated damages In general, where (i) delivery of raw materials is delayed; (i1)
failure to provide the quality certificate; (iii) variety, model,
specification of the raw material being inconformity with the
contract provision; or (iv) the quality standards of raw
materials are not met, our supplier shall be liable for
liquidated damages and compensate us for the losses
incurred (if any).

Inventory management

Our purchase of raw materials are made on a project-by-project basis and after the
corresponding construction contracts are awarded. In general, raw materials we procured
are delivered directly from our suppliers to the relevant construction sites and are used in
relevant projects shortly after delivery, in order to minimize wastage and avoid stockpiling
of inventories. Accordingly, we maintained a low level of inventories during the Track
Record Period. We believe that raw materials we require are readily available in the PRC.
Our Directors confirm that during the Track Record Period, except for the delay of delivery
of materials due to the outbreak of the COVID-19, we have not experienced any significant
delays or shortages in the supply of raw materials which would impact our operation and we
do not anticipate significant difficulties in obtaining alternative sources of supply, if
necessary. For details of the risks associated with the supply of raw materials, please refer
to the section headed “Risk Factors — Our operating results may be significantly affected
by changes in the prices and availability of raw materials” in this document.
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Equipment and machinery

We use a variety of equipment and machinery, such as cranes, excavators, loaders and
bulldozers, to carry out construction works. The equipment and machinery we used in our
operation were leased from leasing service suppliers to meet the needs of our construction
projects. For the leased equipment and machinery, our suppliers are responsible for the
repair or replacement during the leasing period. For the years ended December 31, 2021,
2022 and 2023, the machinery usage cost was RMBI10.4 million, RMB19.5 million and
RMB31.2 million, representing 5.1%, 9.0% and 13.0% of our total cost of sales for the
same years, respectively.

We determine the type, quantity and duration of equipment and machinery required
for each project by taking into account the size and type of the project and the expected
costs, and we prepare periodic demand plans. We select our equipment and machinery
rental service providers based on a number of factors, including but not limited to,
geographic location, cost, services, and specifications of the equipment and machinery. Our
equipment and machinery rental service providers are generally responsible for delivering
the equipment and machinery to the designated construction site and maintaining the
equipment and machinery during the respective lease period.

During the Track Record Period, we did not experience difficulties in using adequate
equipment and machinery.

Subcontracting

During the Track Record Period, we engaged subcontractors to provide (i) labor
services; and (ii) ancillary construction services on a project-by-project basis. We follow
strict criteria in selecting subcontractors and we maintain a list of qualified subcontractors
who can provide us with suitable subcontracting services at an acceptable price when
required. Our subcontractors are Independent Third Parties. For the years ended December
31, 2021, 2022 and 2023, the total subcontracting fees we paid to our appointed
subcontractors were approximately RMB85.3 million, RMB101.1 million and RMB118.0
million, respectively, representing approximately 42.0%, 46.9% and 49.4% of our total cost
of sales for the same years/period, respectively. For further information, please refer to the
section headed “Financial Information — Description of Selected Items in the Consolidated
Statements of Profit or Loss and Other Comprehensive Income — Cost of Sales” in this
document.

We believe that by engaging subcontractors, our Group can (i) allocate its valuable
resources and focus on its core business requirements, including project bidding, contract
management, cost control, quality control, occupational health and safety management and
project progress monitoring; (ii) minimize administrative procedures which would otherwise
apply to hiring full-time employees, such as recruitment, training and payroll
administration; (iii) minimize legal risks and obligations associated with employment; (iv)
minimize the risk of labor shortages; (v) improve productivity and cost effectiveness; and
(vi) efficiently utilize professional workers for their construction expertise and experience.
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We categorize our subcontractors by the services type they can provide, and maintain
more than 15 subcontractors in each category. Subcontractors which participate in the
bidding process should pass our internal evaluation and then become our qualified
subcontractors. We consider various factors when selecting subcontractors for
collaboration, including but not limited to track record and experience, financial
position, past performance, years of collaboration with our Group, licenses and
qualifications held, technical capabilities, labor resources, price and safety record.
Through the bidding procedure, we are able to choose satisfactory suppliers by taking
into account a variety of factors to guarantee the quality and schedule of the projects.
Subcontracting arrangements are made on a project-by-project basis, and the duration of
each subcontracting agreement generally depends on the timetable, scope of work and other
requirements of the particular project.

According to the relevant PRC laws and regulations, subcontractors are generally
prohibited from further assigning their contracted work to other subcontractors, i.e.
transferring the whole of their contracted work to other subcontractors ().
Nevertheless, among the subcontracting services that our Group utilizes from time to
time, according to the relevant PRC laws and regulations and subject to the terms of the
subcontracting contracts, professional subcontractors are allowed to subcontract certain
labor services to other labor subcontractors, whilst labor subcontractors are prohibited
from further subcontracting their services to other subcontractors.

Furthermore, our subcontractors are required to follow strict safety guidelines and
policies, and take steps to avoid safety or other incidents in the course of providing services.
In case our subcontractors fail to strictly comply with the safety or quality guidelines of the
subcontractors, we may terminate our collaboration with them and/or claim damages
against them. As we are ultimately accountable to our customers for the performance of our
subcontractors under the contract or under applicable laws, we strictly manage and
supervise the quality, schedule, health, safety and environmental records of our
subcontractors.

We require our subcontractors to strictly comply with the relevant safety laws and
regulations. Our Directors confirm that, during the Track Record Period and up to the
Latest Practicable Date, we did not incur any material damages, penalties or other liabilities
arising from the contractual violations or misconduct of our subcontractors.

Labor subcontracting

Our Group enters into labor subcontracting agreements with our labor subcontractors.
During the Track Record Period, the expenses of labor subcontracting services amounted to
RMB50.8 million, RMB62.1 million and RMB35.6 million, representing 25.0%, 28.8% and
14.9% of the total cost of sales, respectively.
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The major terms and conditions of a typical subcontracting agreement with our labor
subcontractor are outlined below:

Responsibilities

Quality and safety

Subcontracting fees and
pricing

Payment terms

Warranty period and
retention fee

Termination clause

Our labor subcontractors are responsible for the provision
of manpower and the overall management of its personnel
and services under the supervision of the project
management team and in accordance with our
requirements and decisions. Our labor subcontractors are
also responsible for its labor force’s payroll and payment of
social insurance, housing provident fund and tax
obligations.

Our labor subcontractors are primarily responsible for
complying with quality and safety standards and managing
workers.

If the quality of the work does not meet the quality
standards required by us, the relevant regulations or the
local government authorities, our labor subcontractors shall
bear the responsibility for reworks and the associated costs.

Subcontracting fee is usually charged based on a fixed unit
price with reference to market prices at the time when the
labor subcontracting agreement is entered into. Labor
subcontracting fee is calculated by reference to the actual
works performed by our labor subcontractors.

Our Group is generally required to make progress payments
to our labor subcontractors periodically or upon our
acceptance of their works.

Upon the completion of their works, we would pay 97% of
the settlement amount and retain 3% of the settlement
amount as retention fee.

Under certain circumstances, our labor subcontracting
agreement may require our labor subcontractors to
provide a warranty period of up to two years for the
quality of the subcontracted works, and the retention fee is
normally 3% of the settlement amount.

We reserve the right to terminate the labor subcontracting
agreement if the labor subcontractors fail to complete the
project schedule or meet quality requirements.
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Professional subcontracting

If necessary, we may engage professional subcontractors to provide certain ancillary
construction services that require a certain level of expertise (including electricity system
construction, fire protection and waterproofing works). We engage professional
subcontractors for ancillary construction works on a project-by-project basis, and our
professional subcontractors will be responsible for completing certain ancillary
construction works under the contract.

For the years ended December 31, 2021, 2022 and 2023, the total subcontracting fees
paid to our professional subcontractors amounted to approximately RMB34.6 million,
RMB39.1 million and RMB82.4 million, respectively, representing approximately 17.0%
and 18.2% and 34.5% of our total cost of sales for the same periods, respectively.

The major terms of our typical professional subcontracting agreements are outlined
below:

Responsibilities The professional subcontractors are generally responsible
for the workers, materials and equipment required for the
construction and are required to follow our project
schedule.

Quality and safety The professional subcontractors are primarily responsible
for managing and monitoring their compliance with our
quality and safety requirement. In general, the majority of
our professional subcontracting agreements stipulate that
our professional subcontractors are responsible for safety
incidents that occur during construction.

The professional subcontractors are subject to the
supervision and management of our project management
team throughout the construction period. We are entitled to
conduct on-site inspections to ensure the professional
subcontractors’ compliance with the relevant safety and
environmental protection requirements.

Upon completion of the construction works, we would
conduct completion inspection at the construction sites. If
the quality of work does not meet our quality standards,
relevant regulations, industry or local government
authorities, our professional subcontractors shall bear the
responsibility for reworks and the associated costs.

Equipment and raw The professional subcontractors are usually required to
materials provide equipment and procure necessary raw materials,
and the related costs are included in the subcontracting fees.
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Subcontracting fees and Our professional subcontracting agreements are generally

pricing

Payment terms

Warranty period

Termination clause

prepared on a fixed unit price basis, and unit prices are
generally determined based on market prices for labor,
materials and  equipment  required. Professional
subcontracting fees are calculated with reference to the
actual works performed by the professional subcontractors.

Our Group shall normally make progress payment to the
professional subcontractors following our inspection and
acceptance of the completed work and we usually agree to
pay 70% of the progress settlement amount and pay to the
professional subcontractor up to 97% of the contract sum
after the works has been completed, and 3% of the final
settlement will be retained by us as retention fee and will be
paid to the professional subcontractors upon expiry of the
warranty period.

We may require the professional subcontractor to provide a
warranty period of one year to two years after completion
and acceptance of the works. During the warranty period,
the professional subcontractor shall be responsible for
carrying out remedial works that may be incurred due to
defects in the works.

Generally, a contract would be terminated when the
warranty period expires and the subcontracting fees are
paid.

We reserve the right to terminate the professional
subcontracting agreement if the professional subcontractor
fails to complete the project schedule or meet quality
requirements.

Customers who are also our suppliers

During the Track Record Period, (i) Xintai Zhihui, one of our top five customers for
the year ended December 31, 2022, was also our supplier; and (ii) Tianjin Chengyu, one of
our top five suppliers for the year ended December 31, 2021, was also our customer. To the
best of our Directors’ knowledge and belief, both Xintai Zhihui and Tianjin Chengyu and
their respective ultimate beneficial owners are Independent Third Parties.

Our business with Xintai Zhihui

Xintai Zhihui was a Tianjin-based enterprise established in 1994 and is principally
engaged in construction design, building renovation and decoration.
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Xintai Zhihui was one of our top five customers for the year ended December 31, 2022.
During the Track Record Period, we were awarded with two projects by Xintai Zhihui
through tendering in 2022 for the provision of construction services.

For the years ended December 31, 2021, 2022 and 2023, the revenue generated from
Xintai Zhihui was nil, RMB45.6 million and RMB6.6 million, respectively, and the gross
profit was nil, RMB12.9 million and RMBO0.5 million, respectively, with an average gross
profit margin of 25.9%, which was comparable to the overall gross profit margin of our
other projects awarded by other customers (excluding Xintai Zhihui) during the Track
Record Period of 25.4%.

Our Directors believe that through tendering process, the projects with Xintai Zhihui
were awarded to us following due process and consideration, based on the genuine business
needs and in the ordinary course of business of Xintai Zhihui.

During the Track Record Period, while Xintai Zhihui was one of our top five
customers in 2022, we also engaged Xintai Zhihui in 2022 as a supplier to provide primarily
building renovation and decoration services. We engaged Xintai Zhihui for the provision of
professional construction contracting services after taking into account the satisfactory
price and the qualification it possesses. For the years ended December 31, 2021, 2022 and
2023, our subcontracting costs to Xintai Zhihui amounted to nil, RMB2.0 million and nil,
respectively, representing nil, 0.9% and nil of our total costs of sales for the same periods,
respectively.

Our Directors confirm that the terms of our construction contracts and subcontracting
agreement with Xintai Zhihui were negotiated on arm’s length basis and on normal
commercial terms. Our provision of construction services to Xintai Zhihui and the
provision of professional subcontracting services by Xintai Zhihui to us were not related to
each other or otherwise interconditional.

Settlement method with Xintai Zhihui

We granted Xintai Zhihui with 30 days of credit period to settle payments from the
date of issuance of progress certificates, whilst Xintai Zhihui granted us up to 30 days of
credit period from the date of our acceptance of the services or raw materials provided by
Xintai Zhihui. Our Directors confirm that these payment terms are generally consistent
with the payment terms of the other suppliers of our Group.

Reasons for Xintai Zhihui being our customer

The two projects we undertook from Xintai Zhihui in 2022 were part of the Tianjiang
Apartment Projects (KVL/A B IH H) which consisted of 11 individual building construction
related projects. Tianjiang Apartment Projects were undertaken by three construction
contractors including Xintai Zhihui and our Company. Taking into account the need for
overall coordination for large scale construction projects, our historical cooperation
relationship with Xintai Zhihui, and our reputation in the industry in Tianjin, Xintai Zhihui
engaged us to conduct these construction projects.
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Our business relationship with Xintai Zhihui is in line with the industry practice

Our Directors confirm, with the support of the views of Frost & Sullivan, that the
business relationship between Xintai Zhihui and us are generally consistent with the
industry practice.

According to the Frost & Sullivan Report, contractors who are professional in
providing certain areas of construction works may tender for projects where a wide array of
services is required. In circumstances where a contractor does not have the necessary
resources, equipment, manpower, capacity or expertise to carry out a certain sector of
construction works, it is not uncommon for the contractor to invite other contractors who
are in possession of the relevant qualification to carry out the works required.

Our business with Tianjin Chengyu

Tianjin Chengyu is an enterprise established in Tianjin and is principally engaged in
building construction, fire protection, waterproofing and anti-corrosion insulation
construction services.

During the Track Record Period, Tianjin Chengyu was engaged by us as a supplier for
the provision of professional construction subcontracting services and labor subcontracting
services for certain projects, and was one of our top five suppliers for the year ended
December 31, 2021. For the years ended December 31, 2021, 2022 and 2023, our
subcontracting costs to Tianjin Chengyu amounted to RMBI11.3 million, nil and nil,
respectively, representing 5.6%, nil and nil of our total costs of sales for the same periods,
respectively.

During the Track Record Period, we provided our software services to Tianjin
Chengyu for the year ended December 31, 2021. For the years ended December 31, 2021,
2022 and 2023, our revenue generated from Tianjin Chengyu amounted to RMB81,698, nil
and nil, accounting for 0.03%, nil and nil of our total revenue for the same periods,
respectively.

Settlement method with Tianjin Chengyu

Tianjin Chengyu would pay the subscription fee within one year upon entering into the
software service contract, whilst the credit period that Tianjin Chengyu granted us was up
to 30 days. Our Directors confirm that such payment terms are generally consistent with
those between our Group and our other customers.

Reasons for Tianjin Chengyu being our customer

In December 2021, by taking into account its needs and in recognition of our Jiexiao
System, Tianjin Chengyu engaged us for provision of software services for its operational
purpose. During the Track Record Period, save for Tianjin Chengyu, we derived revenue
from the provision of software services to 41 other suppliers with an aggregate amount of
RMB140,000, RMB0.8 million and RMBO0.6 million, respectively.
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To the best knowledge, information and belief of our Directors, save as disclosed
above, none of our customers was also our suppliers, or vice versa, during the Track Record
Period.

COVID-19 OUTBREAK

The outbreak of COVID-19 in China in the first quarter of 2020 have led to the
imposition of various pandemic mitigation measures by the PRC Government, including
lockdown, suspension of construction work, travel bans and strict social distancing and
quarantine measures. There was a resurgence of COVID-19 cases in certain major cities in
China throughout 2022. According to the Frost & Sullivan Report, preventive and control
measures for COVID-19 were imposed in Tianjin for a total of 299 days in 2022. We did not
suffer suspension for our major construction projects in 2022, such as Tianjiang Apartment
Projects (RYL/~ 8 JH H), due to the implementation of close-circuit management measures
at the construction site. We encountered minor delays in the construction progress in some
of our projects in 2022, but it did not affect our revenue for the year. However, the
certification, settlement audit and payment settlement process of certain projects of our
Group experienced delays due to suspension of business operations or remote working
arrangement of our certain customers, which partly led to an increase in our contract assets
and trade and bills receivables during the Track Record Period. The certification progress
of some of our projects were delayed from the fourth quarter of 2022 to the first half of
2023, leading to a delay in the conversion of contract assets to trade receivables in the
amount of RMB87.2 million as of December 31, 2022. As of the Latest Practicable Date,
RMB74.5 million out of such RMBS87.2 million were subsequently converted to trade
receivables. In late 2022, China began to relax its policy in relation to the COVID-19 and
most of the travel restrictions and quarantine requirements were lifted in December 2022.

During the COVID-19 outbreak, both government policies on public health and the
customer’s requirements for project schedule became more stringent, and we implemented
COVID-19 preventive measures in office and at our construction sites in order to comply
with such requirements, including distribution of COVID-19 preventive kits to employees
and construction workers such as masks and thermometers, regularly disinfecting our office
and construction sites and adopting centralized office or remote office measures during
specific periods to prevent personnel infection. In order to enhance the health and safety
awareness of our employees, we provided online training courses and assessments to our
employees according to their job and duty requirements. We were able to protect our safety
while providing professional services without material interruption to our business
operations due to our enhanced staff training especially on environmental hygiene. We
incurred administrative expenses in relation to purchasing COVID-19 preventive supplies in
a total amount of approximately RMBO0.1 million during the Track Record Period.
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Despite our Group experienced lengthened certification, settlement audit and payment
settlement process of certain projects as described above during the COVID-19 outbreak,
our Directors are of the view that the COVID-19 outbreak did not and do not expect to
have material adverse financial and operational impact on our Group. Our Directors
believe that with the lifting of the COVID-19 restrictive measures in 2023, coupling with the
continuous growth of the construction market in the PRC, the residual impact of the
COVID-19 outbreak will gradually eliminate. Our Directors are optimistic about the pace
of the certification and payment settlement process of our customers as well as the
improvement in our Group’s balance of contract assets and trade and bills receivables.

We will continue to actively follow-up with our relevant customers to update the status
of their payment approval process and urge for their settlement of our outstanding trade
and bills receivables.

QUALITY CONTROL AND MANAGEMENT

We are committed to providing professional construction services to our customers.
Our Group continued to possess the ISO 9001 quality management system certification
during the Track Record Period. The project management team is responsible for
monitoring and managing the quality of work on construction projects. For construction
projects, it is critical to the reputation and success of our Group that quality construction
works services are provided in a timely and safe fashion. Therefore, we have implemented
stringent quality control procedures and maintained relevant reports and records covering
different phases of the construction project, including but not limited to the selection of
suppliers, procurement of raw materials, project execution and project inspection.

To ensure customer satisfaction with our projects, it is our standard practice to further
collect and retain customer feedback on our services following completion of the project
contract, and to continuously improve our performance accordingly. During the Track
Record Period, the completed construction projects of our Group have all passed quality
and safety inspections.

Raw materials inspection

We carefully inspect raw materials provided by our suppliers to ensure that they meet
our project requirements, technical specifications and applicable national and/or industry
quality standards. Our Group will normally check the product certificates and/or quality
inspection reports of the relevant raw materials with our customers and their independent
supervisors, and take samples and test certain raw materials to ensure their quality before
using them in our construction projects. Raw materials that are defective or fail to meet our
requirements, specifications or standards will be returned to the supplier.

Subcontractors

We require our subcontractors to strictly adhere to our quality control measures and
practice our quality standards or equivalent as agreed in the project contract during the
performance of the construction project. For further details, please refer to the paragraph
headed “— Subcontracting” in this section.
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Internal records

We have established project management and control procedures, and conduct the
construction works in accordance with these procedures to ensure that we comply with the
requirements of the construction contracts and the applicable PRC legal requirements. Our
project management team is required to maintain reports and records of the construction
progress, inspection results, quality and issues for our internal record or, if necessary,
submission to the certified laboratory or government.

Customer feedback

In order to maintain and improve the quality of our services and enhance customer
satisfaction, we seek and receive feedback from our customers regarding our performance
during the ordinary course of business. Usually, we collect customers’ comments on
completed projects by means of customer return visits, and record and file such comments.
Customer feedback are usually related to the quality of our works. Our established internal
policies and procedures aim to respond to and record feedback from our customers, and we
also follow up with customers to review our responses. Our customer satisfaction survey
collects our customers’ feedback on several aspects of our services, including but not limited
to our project progress, project quality, fulfillment of contractual responsibilities, project
management and personnel quality. These internal policies and procedures apply to all of
our construction works projects. Upon receipt of feedback from a customer, the project
team will, depending on the feedback and project status, improve the quality of the project,
primarily by on-site rectification, repair and rework until the customer is satisfied. Most of
our customers gave us feedback which indicated their future cooperation intentions with
our Group.

ENVIRONMENTAL, SOCIAL AND GOVERNANCE MATTERS
ESG management

Our Group recognizes potential impacts of environmental, social and governance
(ESG) matters on our Group’s business, by proactively identifying and confirming our
Group’s responsibilities in such respect, while committing ourselves to complying with the
reporting requirements of the Hong Kong Stock Exchange in relation to ESG following our
[REDACTED].

In fulfilling our ESG responsibilities, our Board is jointly and collectively responsible
for (i) overseeing the formulation and reporting of ESG strategies, objectives and internal
monitoring measures; (ii) assessing and defining ESG-related risks; and (iii) monitoring the
progress of ESG-related performance indicators and targets. Our Group establishes the
environmental management steering group, which is headed by the president of our Group
with the vice president as the deputy head, and comprises key responsible officers from our
Group’s safety and environmental protection department, engineering management
department and other departments. This steering group is mainly responsible for
reviewing and approving the environmental protection management system and long-term
planning, while carrying out the rectification and monitoring of hidden dangers of
hazardous sources, as well as the assessment of environmental protection work. To
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constantly improve our ESG performance, we appoint professional ESG consultants to
assist us in making necessary improvements, and plan to set up an ESG leading group after
the [REDACTED], which is responsible for the overall assessment of ESG-related risks, the
formulation and implementation of ESG vision, strategies and objectives, and regular
reporting to the Board on our ESG performance and the effectiveness of ESG policies.

Our Group has developed key ESG-related policies and institutional documents, which
cover engineering quality and safety, use of energy and resources, environmental impact
management, production safety, labor practices, occupational health management,
employee development and training, supply chain management, anti-corruption, among
other areas, to ensure that our ESG-related practices are carried out in a standardized and
effective manner in all aspects. Our Group’s Quality, Occupational Health and Safety and
Environmental Management Manual is formulated to guide the establishment,
implementation, maintenance and review of our Group’s quality, occupational health and
safety, and environmental management systems. Our Group has passed the ISO9000 quality
management system, [SO14000 environmental management system and ISO45001
occupational safety and health management system certification after audit by a
third-party organization.

ESG risk assessment and management

We actively identify and manage ESG risks to achieve our business objectives and
ensure stable development. Our Group has established and implemented the control
procedures for response to risks and opportunities, which detail the identification
approaches, means, and assessment methods in response to risks and opportunities, the
measures formulated to address risks and opportunities, and the operational procedures for
evaluating the effectiveness of such measures, while urging each department to analyze the
risks and opportunities and determine the corresponding management measures based on
its activities, products, service processes, etc.

Our Group’s ESG risks mainly refer to: (i) natural environmental risks, including: the
impact of engineering geology and hydrogeology; the impact of climate change (e.g. high
temperature, severe cold, rain, snow, wind, and lightning); the impact of natural disasters
(e.g. earthquake, tsunami, and hurricane); (ii) social and environmental risks, including: the
relationship with the communities around the project site, the protection of the rights and
interests of workers, among other things, which may have an impact on construction works,
and in some serious cases may result in direct work suspension and schedule risks; and (iii)
business ethics risks, including: failure of employees, suppliers or contractors to comply
with business ethics requirements (e.g. corruption and dishonesty incidents), which will
result in the loss of our business interests and seriously damage our corporate image. The
above ESG risks may affect our operating performance and reduce our competitiveness that
appeals to [REDACTED]. Our business opportunities may also be adversely affected. For
instance, when bidding for a contract, we may be disadvantaged by damaged reputation and
poor credibility. In order to uphold our sustainability values, our Group has incorporated
ESG considerations into our Group’s business.
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To effectively respond to and mitigate the above risks, we have adopted several
measures to address risks and opportunities to strengthen the identification, monitoring
and control of the above ESG risks, including setting key performance indicators (“KPIs”)
and targets for the main ESG risk categories. These specifically include:

Natural environmental
risks

Social and
environmental risks

We intend to record the number of construction projects
delayed due to adverse weather conditions, severe air
pollution and natural disasters and the number of days of
delay during the project operation hours to assess their
impact on the progress of the construction projects and
enhance the precautions and emergency response to extreme
weather. We plan to incorporate “days of suspension of
works due to inclement weather” into the work progress
monitoring system and achieve 100% statistical coverage of
this indicator for works in progress by 2024. During the
Track Record Period, we considered weather factors before
formulating project plans, such as observing weather
forecasts and confirming the weather conditions for
operations before commencement of construction works
that are susceptible to adverse weather conditions. This
target is expected to be achieved as we further enhance our
information technology system and refine our management
policies and procedures. We will moderately increase the
investment in personnel and equipment for climate-related
monitoring and record keeping to achieve the
abovementioned target, which we believe can reduce the
impact of extreme weather on our operations.

We are committed to establishing equal and mutually
beneficial cooperative relationships with subcontractors
and subcontracted workers, making payments to
appointed subcontractors in accordance with the agreed
payment terms and schedules, and supervising
subcontractors to pay wages to subcontracted workers in
full and on time. We plan to maintain “zero dispute” with
our subcontractors on payment matters in 2024. As of the
Latest Practicable Date, our Group was not involved in any
ongoing/pending material claims or disputes relating to
payment with our subcontractors. Achieving this target will
enable us to establish more stable cooperation relationships
with our subcontractors. To achieve this target, we will
closely monitor the payment schedules and payment
progress with subcontractors, review subcontractor wage
payment schedules, etc..
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Business ethics risks Our Group strictly prohibits employees from accepting or
soliciting bribes in any form or manner or requests for
bribes from customers and stakeholders, and we encourage
and reward the monitoring, stopping, and reporting of acts
of corruption. We plan to incorporate integrity-related
clauses in all procurement contracts by 2024 and achieve the
target of 100% coverage of integrity training for our
employees. We enhanced our anti-bribery policies and
measures and started to request our major suppliers to
provide anti-bribery undertakings to us since early 2023.
Since the enhancement of such policies and measures, all of
our major suppliers have provided anti-bribery
undertakings or similar commitment in favor of our Group.

ESG goal management

We focus on key ESG issues related to the industry and have established management
policies in the areas of quality, occupational health and safety, and environment as our
strategic focus direction for ESG matters, and have set relevant strategies, action plans and
key objectives for our Group. Our Group’s quality, occupational health and safety, and
environmental policies include the people-oriented practices, safety assurance,
prevention-oriented strategies, environmental protection, customer-focused policies, and
constant excellence. Our Group has set the quality, environment and safety targets,
including: passing rate of 98% or more in one self-inspection of the project; customer
satisfaction rate of 90% or more; 100% compliance with noise emission standards; and
achieving a record of zero casualties and zero fire accidents. For the year ended December
31, 2023, we were able to achieve the above quality and environmental safety targets.

Environmental protection

We are subject to a number of environmental protection laws and regulations in the
PRC, including the Environmental Protection Law of the PRC (H3#E A [ 3 B B 15 fr it
%), the Water Pollution Prevention and Control Law of the PRC (H1#& A\ R I AN 7K 5 YL B
if11%), the Noise Pollution Prevention and Control Law of the PRC (H%& A [ A1 5] Mg 22 5
YL[5i57%) and the Solid Waste Pollution Prevention and Control Law of the PRC (FF#E AR
LA [ B8 B V5 Y BREE B TG 1), Please refer to the section headed “Regulatory Overview”
in this document for further details.

We are committed to reducing the environmental impact of our daily operations under
an environmentally friendly business approach in order to achieve long-term sustainable
development. For environmental pollution sources such as exhaust gas (dust), waste water,
solid waste and noise generated during production and daily operations at construction
sites, our Group has fully identified environmental pollution sources and key control
measures, and has formulated regulatory documents such as “Engineering Environmental
Management System”, “Waste Gas, Waste Water and Solid Waste Management System”,
“Energy Resource Management System” and “Pollutant Control Procedures”.
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Furthermore, we actively adopt professional environmental protection measures to ensure
compliance with GB/T 24001-2016/ISO14001:2015 standards and relevant PRC laws and
regulations.

As confirmed by our PRC Legal Adviser, during the Track Record Period, our Group
was not subject to any material penalties, claims, legal proceedings arising from
environmental laws or regulations.

Environmental management at construction sites

Our Group’s operations at construction sites are subject to certain environmental
regulations under the PRC laws, mainly in relation to air pollution prevention and control,
noise prevention and control and waste disposal. Our Group focuses on prior prevention
rather than end-of-pipe treatment, and requires significant environmental elements and
environmental impacts to be taken into full consideration before production and operation
activities formally start. We believe that this will help identify specific environmental
impacts arising from specific aspects of production and operation, and comprehensive
analysis are then performed to tackle the environmental compliance risks that may arise in
business processes, and to determine the compliance obligations to be undertaken.
Furthermore, risk response measures and solutions will be identified, and a list of risk
response measures will be formulated, implemented, and carried out.

During the construction process, our Group strictly implements the “three
concurrencies” (—[fFf) system for construction projects, whereby implementing the
concurrent design, concurrent construction and concurrent commissioning of
environmental facilities alongside with the main construction entity. The key initiatives
taken by our Group at construction sites include: (i) subcontractors are required to conduct
in-depth studies on environmental protection regulations and specifications to ensure that
the construction process complies with national and local environmental protection
requirements; (ii) subcontractors and project managers shall formulate a construction
environmental responsibility matrix to clarify their respective responsibilities and
obligations in terms of construction environmental protection, with project managers
being responsible for environmental protection at construction sites with the support from
certain environmental protection management staff; and (iii) project managers regularly
organize environmental protection training sessions, and provide remedial training sessions
or seminars on the unaddressed or omitted matters.

Major pollution sources Major treatment measures

Noise management e Set the noise limits for construction site, specifying
daytime and night-time noise limits for earthwork,
piling, structure, decoration and other projects.

e Control the noise at the construction site, adopt
measures such as enclosure and screen blocking to
mitigate noise diffusion and control the noise generated
at the construction site from the source.
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Major pollution sources

Atmospheric pollution
management

Wastewater
management

Major treatment measures

Strictly control the operating hours when carrying out
construction in residential areas, avoid working from
22:00 to 6:00 the next day, compulsory notification to
the surrounding people in advance in case that it is
necessary to perform construction work at night, and
filing with the environmental protection bureau where
the construction site is located.

Consciously improve the process flow and working
procedures in various production activities to reduce
the noise generated by various equipment due to
prolonged operation.

Strengthen the monitoring of environmental noise at
the construction site, and adjust relevant factors
exceeding noise standard on construction sites in a
timely fashion if their measurement results exceed the

standards as set out in the “Noise limits for
Construction Site” (€ L35 F1§3E FR(H)).

Optimize traffic management at construction sites,
sweep and sprinkle construction roads to reduce
vehicle exhaust pollution.

Tightly cover particulate powdery materials such as
cement and white ash in the warehouse to prevent dust.

Clean up dust pollutants in the construction site in a
timely manner, control dust with dust monitoring
equipment on site to detect dust indicators in real
time and adjust timely in case of exceeding the
standard.

Prohibit the burning of asphalt, linoleum, plastic,
garbage or other substances that can produce toxic
and harmful soot and odors within the operation area.

Establish sedimentation tanks and grease traps in the
construction area and living area based on the number
of construction personnel and site conditions, and
assign a person to cleaning them to prevent the
overflow of sewage.
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Major pollution sources

Solid waste
management

Use of energy and resources

Major treatment measures

Formulate the complete construction  water
management measures before the official
commencement of the project, and set up temporary
drainage systems based on project conditions to
discharge wastewater generated into the
corresponding municipal pipeline.

Prohibit the discharge of harmful wastewater directly
at the construction site and divert and utilize the
wastewater.

Develop a waste list, which classifies waste into
recyclable waste and non-recyclable waste, and clearly
defines the material of each type of waste, as well as the
corresponding  storage, recycling and disposal
measures.

Dispose of construction waste in accordance with
national and local regulations, strictly implement
waste sorting measures, and take measures such as
solid waste reduction, reuse, and recycling to minimize
the generation of construction waste.

Recycle and store used fluorescent tubes, used dry
batteries and other hazardous waste (if any on site) in a
unified manner, and then hand over the same to a
professional third party for disposal after reaching a
certain amount.

Recycle and incinerate the oily solid waste (if any)
generated in construction and production in a
designated boiler room for disposal.

Our Group consumes electricity, fuel and water in its daily operations, construction
and processing processes and is subject to relevant provisions of the Law of the People’s
Republic of China on Energy Conservation (H#EARILFIEEZAER L) and the Water
Law of the People’s Republic of China (F'# A RIFIEI7Ki%). Our Group has formulated
the Energy and Resources Management System (BB & i HLHIB) to allocate and utilize
energy and resources effectively in order to reduce the consumption of electricity, fuel and
water at construction sites and in office activities.

- 210 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS

Our Group has established a comprehensive energy and resource management system,
which specifies that the president is responsible for the overall management of energy
planning, usage, statistics, supervision and measurement, and collaborates with
professional departments to carry out statistics and monitoring of energy consumption,
formulate energy-saving technology solutions, and carry out research and development and
promotion of energy-saving technologies. Our Group sets annual energy objective and
indicators and formulates energy-saving work plans and measures according to the energy
consumption per unit of output value.

Energy and resource
category Major energy-saving measures

Construction materials e  Establish material consumption record, and formulate
material control methods and consumption reduction
measures.

e Carry out recycling of waste materials effectively by
improving the system of material procurement,
inspection, receipt and recycling, while ensuring the
availability of materials.

Electricity consumption e  Reasonably allocate and use electrical energy, measure
for production electricity consumption according to regulations, and
make statistical records of electricity consumption.

e Only switch on electric machinery and equipment as
needed, and prohibit empty running for a long period.

° Select, reasonably install and wuse as needed,
energy-saving lighting products at the construction

site.
Oil consumption for e  Only switch on machinery and equipment whenever it
production is used, and prohibit empty running for a long period,

and establish a corresponding record to assign special
personnel to manage.

e  Make regular inspection of machinery and equipment,
and repair and maintain machinery and equipment in
time if running, overflowing, dripping, or leakage is
identified.

e Regularly carry out energy cost statistics based on the
operation time and energy consumption of machinery
and equipment, and rectify any abnormal energy
consumption in time if the cause is identified.
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Energy and resource
category

Water consumption for
production

Major energy-saving measures

Adopt advanced water-saving construction technology
in construction; and adopt effective water-saving
measures for on-site agitation and irrigation.

Design and arrange the water supply pipe network at
the construction site according to the water
consumption and adopt effective measures to reduce
the leakage of the pipe network and water-using
appliances.

Use water recycling devices for washing machinery,
equipment and vehicle at the construction site.

Adopt water-saving appliances for domestic water in
the office and living areas of the construction site,
install water metering devices and adopt targeted
water-saving measures.

The breakdown of our Group’s major energy consumption and GHG emission during
the Track Record Period is as follows:

For the year ended December 31,

2021 2022 2023

Electricity consumption

(megawatt hour (MWh)) 774.9 903.4 613.6
Natural gas (kilostere) 2.0 4.0 2.0
Gasoline (tons) 31.8 27.8 16.7
Comprehensive energy consumption

(tons of standard coal) 144.7 157.3 102.6
Comprehensive energy consumption intensity

(tons of standard coal/per RMB million of

revenue) 0.53 0.55 0.32
Greenhouse gas emissions

(tons of carbon dioxide equivalent) 572.7 643.5 428.8
Scope 1 Greenhouse gas emissions

(tons of carbon dioxide equivalent) 99.9 92.3 54.4
Scope 2 Greenhouse gas emissions

(tons of carbon dioxide equivalent) 472.8 551.2 374.3
Greenhouse gas emission intensity

(tons of carbon dioxide equivalent/per

RMB million of revenue) 2.1 2.2 1.4
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Note: Due to the nature of our business, and subject to seasonal factors, we usually incur more energy
and carbon emissions in the second half of the year than the first half of the year.

As compared with 2021, Our Group’s energy consumption generally followed an
increasing trend in 2022 as described above. This was mainly due to the increase in the scale
of the construction projects undertaken by us and was generally in line with our business
development. Our Group’s energy consumption decreased in 2023 as compared to 2022,
which was due to the Group carried out a photovoltaic power generation project in 2023
and upgraded our gasoline vehicles to electric vehicles partially. As compared to 2022, our
comprehensive energy consumption intensity and greenhouse gas emission intensity for
2023 were generally on a downward trend. We aim to continue the downward trend in the
coming years and we plan to control our greenhouse gas emissions intensity to no more than
2.0 tons of carbon dioxide equivalent/per RMB million of revenue by 2025.

The GHG emission data in the table above covers both Scope 1 and Scope 2 emissions
resulted from our operations. According to the GHG Protocol, we have scope 3 emissions
in our value chain arising from purchased goods and services, upstream transportation and
distribution, business travel, employee commuting, and other categories of activities. We
are aware of the significance of reducing our Scope 3 emissions, which we plan to commence
relevant data collection and calculation in accordance with the Guidance on Climate
Disclosures and expand the disclosure of Scope 3 emissions over time in the future.

Climate-related risks and potential impacts

To promote sustainable development and taking into account the recommendations of
the Task Force on Climate-related Financial Disclosure (TCFD), our Group has identified
certain climate change risks, including physical and transition risks that could adversely
affect our business, operating results and financial condition by studying government
policies and benchmarking practices against our peers. Our Group incorporates such risks
into its risk management system, optimizes its business layout in a scientific manner, and
takes action to enhance its resilience to climate risks in an integrated manner.

Climate risk Climate risk
category factors Risk description Impact level  Potential impact
Acute physical Extreme The increased frequency of High Increase in
risk weather catastrophic weather such as operating costs
events typhoons, rainstorms, snowstorms,
and droughts may lead to Asset impairment
interruptions in the Company’s and depreciation

operations, extension of
construction period, and may cause
secondary disasters, resulting in
personal safety, environmental
pollution and other incidents.
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Climate risk
category

Long-term
physical risk

Transition risk

Climate risk
factors

Chronic natural
disasters

Energy control
requirements

Shift in market
demand

Risk description

Chronic natural disasters such as

In

changes in rainfall and increases in
average temperatures will gradually
affect coastal and inland areas.
Climate change in the medium to
long term may affect the
Company’s business continuity and
business cost expenditures, such as
increased operating expenses or
costs related to increased demand
for cooling or replacing damaged
assets.

the context of the transformation
of energy structure in China, we
may face power outages and power
restriction measures, which may
lead to the interruption of the
Company’s operations in the short
to medium term, or increased
investment in energy facility
renovation and higher operation
and maintenance costs, thus
resulting in production
interruptions or longer
construction period.

As the concept of green building and

green construction becomes
popular in the society, the
contracting parties may incorporate
green building into the contracting
requirements or construction
standards. If our Group’s greening
and low carbonization in
engineering construction fails to
meet the market expectation, the
Company’s market expansion will
be affected.

Impact level  Potential impact

Increase in
operating costs

Low

Asset impairment
and depreciation

Medium Increase in

operating costs

Low Declining demand
for products and

services

Decrease in sales
revenue

In addition to the aforementioned climate risk factors, climate change may also bring
emerging business opportunities for our Group’s business development such as green
building, including but not limited to: (i) in the context of the global response to climate
change and the promotion of achieving carbon neutrality targets, government is actively
formulating policies and plans to promote the development of green buildings and business
opportunities related to green buildings or the energy-saving and green renovation of
existing buildings; (ii) changes in market and customer preferences may bring more business
opportunities for construction engineering enterprises that have green building technologies
and apply environmental protection measures in the construction of their buildings; and
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(ii1) construction engineering enterprises will be able to accelerate their green
transformation process, build a good reputation and social reputation and gain
recognition from [REDACTED] by implementing building electrification projects,
promoting new green construction methods and facilitating the application of green
building materials.

Occupational health and safety

Our Group is subject to the Law of the People’s Republic of China on Work Safety (*
#NRIME %2 ED:), Law of the People’s Republic of China on Prevention and
Control of Occupational Diseases (713 A\ 3 A1 B Bk 3£ 9% B 16 1%), Fire Prevention Law of
the People’s Republic of China (H7#E A RILFNE B #:), Emergency Response Law of the
People’s Republic of China (" #EARILFIE 2 F(FMEHL) and other PRC laws
regarding labor, safety and work-related incidents, as well as the Administrative
Regulations on the Work Safety of Construction Projects (& L2444 i & FARH),
Regulations on the Reporting, Investigation and Disposition of Work Safety Accidents (4
B B A O A A R PG 5]), Regulations on Emergency Response to Work Safety
Accidents (425 %2 Z4544]) and other PRC regulations. During the Track Record
Period, our Group has not experienced any major accidents involving personal injury or
property damage and has not been subject to any administrative penalties or claims for
compensation for violations of laws and regulations relating to work safety and
occupational health.

Occupational health and safety management system

Under the full implementation of the safety policy of “safety first, prevention
foremost”, our Group implements various safety management measures to ensure the
normal production and operation of projects, and actively strives to achieve “zero record”
of casualties. In order to reduce potential safety risks, our Group has established a
comprehensive occupational health and safety production management system by
formulating the Safety Management System (&2 |F), the Emergency Plan for
Work Safety Accidents (&4 EFMMEZFE), the Safety Operation Procedures for
Construction (L2t T % 2 #/EH ) and other rules and regulations related to work
safety and occupational health. Our Group regularly identifies rules and regulations related
to work safety and occupational health, updates environmental and occupational health
and safety objectives and indicators and their management plan, and reviews environmental
and occupational health and safety objectives and indicators.

Our Group has established a safety production committee with the president as the
chairperson and the manager of the safety and environmental protection department as the
deputy chairman, whose members include the head of the engineering management
department and the head of each project department. Our Group has also established a
safety officer team for organizing and implementing safety education on construction sites,
organizing regular and irregular safety inspections for each team, and investigating and
handling accidents on construction sites.
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In the meantime, our Group fully implements the project production safety
responsibility system, in which the project manager takes full responsibility for the safety
production of the project department, and holds monthly safety production meetings to
analyze and study the safety production situation and keeps meeting minutes; the project
technical personnel bears overall responsibility for all technical issues in construction
production, leads the promotion, education and training of safety technology, and puts
forward suggestions for improvement in terms of technology and measures for safety
hazards.

Safety risk classification and control

Our Group has prepared a “Safety Risk Classification Control and Clearing List”,
which identifies a full range of operational activities and hazard sources involved in
machinery and equipment, public management, road and drainage construction, and office
living areas at the construction site. The accidents that may be caused by related risks
include: falling from height, object strikes, collapse, mechanical injuries, vehicle injuries,
fire and electric shock.

The main safety measures taken by our Group to address potential safety risks during
construction include:

Potential safety risks Safety precautions

Falling from height e  Provide special education and safety disclosure to the
relevant personnel, and conduct regular safety training
and assessment.

e Develop a security management system and conduct
regular safety inspections.

e  Affix maintenance rails and safety warning signs in the
workplace.

e Require all personnel to wear helmets at construction
sites; and require workers working at height to wear
safety belts.

Object strikes e Provide special education and safety disclosure to the
relevant personnel, and conduct regular safety training
and assessment.

e Prohibit excessive material accumulation (no more
than 1.5 meters), and try to accumulate the materials
in an open space with few people.

e  Firmly set up scaffolding, upon which no materials and
tools are stored.
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Potential safety risks Safety precautions

Collapse °

Mechanical injuries °

Provide special education and safety disclosure to
relevant personnel, and conduct regular safety
training and assessment.

Standardize slope placement, do not exceed the load
limit at the edge of the ditch (no piling of materials
within 1 meter of the pit), and monitor the changes of
the slope.

Engage specialists to organize the demolition work and
coordinate with each other.

Provide special education and safety disclosure to the
relevant personnel, and conduct regular safety training
and assessment.

Develop safe operating procedures for vehicles at
construction sites, prohibit construction vehicles from
running with failure, overloading, etc..

Operate all kinds of earthwork machinery without
failure, keep a safety distance from the edge of the pit,
and require the operators of such machinery to be
equipped with certificates.

Operate all kinds of machinery without failure, equip
complete protective cover, prohibit illegal operation
and misoperation, and assign a person to look after it
when repairing.

Safety inspection and accident reporting

Our Group conducts regular inspection and evaluation on the construction sites to
understand the status of safe production and timely identify unsafe behaviors and accident
hazards, truthfully reflects the places and degrees of hidden danger, qualitatively and
quantitatively analyzes the causes, timely formulates rectification measures and plans, and
organizes rectification within a limited time. In particular: company-level inspection is
organized by the engineering management department once a month, with the participation
of the safety and environmental protection department; project-level inspection once a
week, with the participation of technical leaders, safety officers and construction workers;
and daily safety inspection is conducted by the project team.
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Our Group has formulated the Emergency Plan for Work Safety Accidents (%44 &
HME S TFEZ), and established an emergency plan system for various types of accidents,
including comprehensive emergency plan, special emergency plan and on-site disposal plan.
Emergency actions are carried out according to the controllability, severity, and scope of
impact of work safety accidents, and reported in a timely manner based on the accident
level. Our Group requires that all types of safety accidents shall be recorded in detail,
reported in a timely manner, and all personnel shall be organized to analyze the causes and
put forward preventive measures. In the process of accident investigation, we shall
objectively, impartially, accurately and timely find out the cause of the accident, the process
of the accident, the recovery, the loss of the accident, the liability for the accident,
post-accident compensation, etc., then issue an accident report and put forward preventive
measures and accident liability treatment.

Safety education training

Our Group requires all new employees in the project department (including outsourced
workers, contract workers, temporary workers and management personnel) to receive
“three-level” (company, project department and project team) of safety education and be
allowed to work only after passing the education. Each project department unifies the
establishment and management of individual employee’s “safety education record cards”,
which are organized and filed by construction teams and project teams. Our Group requires
all construction workers to study the safety operation procedures and relevant safety system
two to three times a year. In addition to general safety education, personnel engaged in
electrical, tower crane, construction elevator, welding, vehicle driving, etc. is also required
to conduct special training and shall not engage in operation until passing the examination
and obtaining the operation certificate, which is subject to review every two years.

In order to further implement the main responsibility of work safety and strengthen
safety precautions, our Group organized a series of activities in relation to the theme of
“Work Safety Month” in June 2022, with the theme of “Complying with the Work Safety
Law and Being the First Responsible Person (#3574 4/E L IT5 —E L N)”, focusing
on fire safety knowledge training and fire emergency drills. At the same time, our Group
also actively cooperated with main contractors to conduct various work safety trainings to
effectively promote construction personnel to enhance their safety awareness at operation
level.
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The breakdown of our Group’s occupational health and safety records for the Track
Record Period is as follows:

For the year ended December 31,

2021 2022 2023
Number of work-related fatalities — — —
Rate of work-related fatalities (%) — — —
Number of work-related injuries — 2 —
Lost days due to work-related injuries (days) — 30 —

Note: The statistics in this table covers the Group only and does not include that of our suppliers or
subcontractors.

During the years ended December 31, 2021, 2022 and 2023, our Group had nil, two and
nil workplace accidents, respectively. The two workplace accidents that occurred in 2022
resulted in a loss of total 30 working days for the two injured employees.

After the occurrence of the aforementioned accidents, our Group applied to the local
social insurance administrative department for a work injury assessment and applied for
work injury insurance compensation. The relevant employees were allowed to take paid sick
leave. According to the work injury assessment, neither of the work-related accidents was
categorized as a disability grading or affected the labor capacity of the employees in terms
of their severity, and the two employees returned to normal work after 15 days of
recuperation. According to the relevant written decisions of work-related injury made by
the Human Resources and Social Security Bureau of the Tianjin Economic-Technological
Development Area, the abovementioned two injuries were work-related injuries, therefore,
compensations were made to the injured employees by the social insurance fund. The two
injuries were mainly caused by the inadvertence of the employees and no fault of our Group
was involved.

During the Track Record Period and up to the Latest Practicable Date, our Group has
not received any rectification notices from or has been subject to any administrative
penalties imposed by the relevant governmental authorities in relation to the two
work-related injuries, and has not been subject to any claims or penalties in relation to
any workplace accidents.

The two work-related accidents were minor injuries and did not meet the minimum
standards set by the relevant national authorities for recognizing work safety accidents.
Based on the above, the Directors are of the view, and our PRC Legal Adviser concurs, that
the two work-related injuries did not constitute violation of the applicable PRC laws and
regulations by our Group. Apart from the loss of working days for the injured employees,
there was no significant negative impact on our Group in other aspects. As of the Latest
Practicable Date, our Group was not aware of any adverse credit record in respect of work
safety against us and had not experienced any restriction on tendering or suspension of
tendering activities due to our record of workplace accidents.
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Our Group’s occupational health and safety management system includes a reporting
and recording system for construction site safety incidents. Our Group will immediately
activate the safety production contingency plan system and report the incident at each level
in accordance with the requirements of the relevant regulations, in case a safety injury
occurs within the boundaries of our Group’s construction sites. We also require our
subcontractors to comply with the relevant occupational health and safety requirements.
For details, please refer to the paragraph headed “— Environmental, Social And
Governance Matters — Occupational health and safety — Contractor safety
management” in this section.

Contractor safety management

Our Group has formulated the “Subcontractor Control Procedures (7377 # il 2 F7)”
to ensure that subcontractors meet the stipulated requirements in terms of construction
quality, occupational health and safety and environmental protection. In terms of safety,
our Group conducts the review and filing of business licenses, corporate qualifications,
safety production permits and safety production qualifications of relevant personnel for
subcontractors who undertake subcontracting projects, and requires subcontractors to
conduct targeted pre-shift safety disclosures to construction workers according to the
different characteristics of daily work tasks, and submit the disclosure records to the project
department for filing by the 25th of each month. The commercial contract department of
our Group is responsible for organizing relevant departments to inspect and evaluate the
performance of subcontractors.

Protection of labor rights and interests

Our Group strictly prohibits child labor and forced labor and enters into labor
relations with employees on a voluntary and equal basis. Recruitment of employees is
conducted through regular recruitment websites and age restrictions are imposed on
interview candidates in the recruiting requirement. Candidates cannot enter the interview
process of our Group if they are under 18 years old. At the same time, our Group attaches
importance to the employee conduct management and strictly prohibits verbal abuse of
colleagues or each other and retaliation against subordinate employees, and encourages
employees to expose or complain about inappropriate behavior. In terms of performance
and remuneration, our Group conducts monthly and annual appraisals of employees based
on the Performance Management System (0 #HIE) and the Measures for the
Assessment of the Completion of Work Tasks (LAEAEHSSERMUIE L% ML), and the
appraisal results will directly affect the amount of the employee’s performance-based wages
and future salary adjustments.
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Employee’s benefits and care

Our Group sets out in detail the working hours, holidays, remuneration and benefits,
job duties and performance, and employee conduct management measures in the Employee
Handbook. All employees work five days per week and are provided with welfare leaves
such as marriage leave, maternity/paternity leave, paid annual leave and medical treatment
period for sickness or non-work-related injuries, in addition to statutory holidays.
Meanwhile, our Group also carries out a variety of employee care activities, including: (i)
annual meeting, monthly birthday parties and staff reunion activities; (ii) basketball game,
photo contest, badminton match, essay competition and other recreational and sports
activities; and (iii) additional leave for female employees and employees with children under
14 years of age on Women’s Day and Children’s Day, respectively.

Employee training and development

Our Group provides necessary induction training and timely on-the-job training for its
employees based on its business needs to help them to be competent for professional and
technical skills work and daily project work management. Our Group encourages its
employees to become multi-talented and to achieve diversified growth through professional
skills advancement training, cross-field skills training, and middle and senior management
skills training.

Our Group will implement a new performance management system and promotion
system in 2023, with the aim of providing employees with clearer performance incentive
programs and career planning and promotion routes, and offering more promotion
opportunities to employees with excellent performance. In particular, performance
management is carried out based on the data from our Jiexiao System, which provides an
objective evaluation of employees’ achievement of tasks and the timeliness of work
approval process, generating corresponding performance scores, thus achieving a balanced
performance management for employees.

CTF2 ik 22 4 F )
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Integrity and business ethics

Our Group is committed to creating a fair, just and open business management
environment. In its Anti-Fraud and Whistleblowing System (/5 # #§ Bl B2 iz %l ), our Group
has clearly defined the definition and conduct of fraud, and clarified that the Board is
responsible for supervising the management to establish a Group-wide anti-fraud cultural
environment and to establish a sound internal control system including fraud prevention.
Our Group requires all employees to comply with our Group’s code of conduct, code of
ethics and the laws and regulations applicable to the country and industry. In the event of
any fraud, it should be reported to our Group through proper channels. Our Group has set
up handling hotlines and e-mails responsible for receiving fraud reports and complaints
with senders’ names or anonymous reports from employees and external third parties,
preparing written records accordingly and reporting to the management or the Board in a
timely manner. Any illegal discrimination or retaliation against whistleblowers or hostile
measures against employees involved in investigations are prohibited.

Our Group strictly prohibits employees from accepting or soliciting bribes from
customers and stakeholders in any form or in any way. At the same time, we encourage and
reward the supervision, suppression and reporting of any corruption. It is required that
during our evaluation and bidding process for selecting subcontractors, potential bidders
shall not be restricted or excluded, or discriminated against, under unreasonable
circumstances. During the Track Record Period, neither our Group nor our employees
were found to be involved in corruption in any proceedings.

Public welfare and contribution to communities

Our Group is committed to being a socially and environmentally responsible corporate
citizen that contributes actively to the local community. During the Track Record Period,
our Group’s community contribution activities mainly included:

e Donations and educational support activities: Our Group made a donation to the
Happiness Primary School (GE#&/#) in Baishui Town, Kongtong District,
Pingliang City, Gansu Province, to support the school’s 2021 “June 1 Children’s
Day Art and Culture Show (7S— 5L E i SCZ )", through which the students
were provided with a platform to showcase and exercise their talents.

e  Support for pandemic prevention and control: During the outbreak of COVID-19,
our Group strictly followed local pandemic prevention and control policies,
cooperated with local community in pandemic prevention and control
arrangements, and encouraged employees to participate in volunteer services
within their capabilities such as pandemic prevention posts and maintenance of
order during nucleic acid testing. Our Group was recognized by the local street
working committee and office.

e  Participation in community winter snow removal: During the winter season of
2021-2022, when there were heavy snowfalls, our Group dispatched employees
and professional vehicles to participate in snow and ice removal, supporting the
smooth flow of urban roads and the safe travel of the public.
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INSURANCE

We purchase insurance as required by PRC laws and regulations and based on an
assessment of our operational needs and industry practices. We are subject to the PRC
social insurance system and are required to make contributions to social insurance for our
employees, including basic pension, basic medical, unemployment, work injury and
maternity insurance for our employees. We procure project insurance directly from
qualified insurance companies, which mainly includes production safety liability insurance,
all construction risks and accident insurance. We adopt the normal industry practice for
performance-related insurance (i.e., performance bond), using the guarantee letters issued
by the insurance companies to cover the related liabilities while reducing the cash flow
burden.

Our Directors believe that our existing insurance coverage is in line with industry norm
and is sufficient for our present operations. For more details, please refer to “Risk Factors
— Our insurance policies may not be adequate to cover all risks of loss associated with our
business operations” in this document. We have not encountered any significant insurance
disputes during the Track Record Period.

INTELLECTUAL PROPERTY

We rely on patents, copyrights, trademarks and domain name registrations to establish
and protect our intellectual property rights. As of the Latest Practicable Date, we have
registered 23 patents, 17 software copyrights, 35 trademarks and seven domain names in the
PRC, three trademarks in Hong Kong, and have two patents pending registration in the
PRC. For further details of our material intellectual property rights, please refer to the
paragraph headed “Statutory and General Information — B. Further information about
our business — 2. Intellectual Property Rights” in Appendix VII to this document.

During the Track Record Period and up to the Latest Practicable Date, our Group was
not involved in any material claims or disputes relating to infringement of intellectual
property rights. The Directors are not aware of any third party using our intellectual
property rights and believe that our business has not faced any significant potential impact
due to infringement of intellectual property rights.

R&D

As a construction group offering comprehensive construction services, our R&D
activities focus on technological innovation and the development of digital management
systems that are critical to our business. As of the Latest Practicable Date, our R&D team
consisted of 42 employees including personnel with qualifications of mid-level and senior
engineer, construction engineer or cost engineer, who possess extensive experience and
in-depth understanding of our business requirements to provide technical guidance to our
R&D activities and enhance the overall research capability of our Group to keep up with
market trends.
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Our R&D investments and technological achievements

For the years ended December 31, 2021, 2022 and 2023, we invested RMB11.0 million,
RMB10.2 million and RMB&.3 million, respectively, in research and development expenses
during the respective periods. In order to maintain our market competitiveness and
position, we strive to develop construction technologies and adopt best industry practices.
As of the Latest Practicable Date, our Group had 19 utility model patents and four
invention patents relating to construction technologies, which are mainly related to the
research of construction technologies for building equipment, pipe structures,
municipalities and public facilities.

As a result of our R&D capabilities, initiatives and achievements, we have been
recognized as a “High and New Technology Enterprise” since 2019 and continued to enjoy a
preferential corporate income tax rate of 15%. We renewed this certificate in December
2022 and are entitled to a preferential income tax rate of 15% for the three years from 2022
to 2024. The “High and New Technology Enterprise” status is subject to review by the
relevant PRC authorities every three years. If we are unable to review the “High and New
Technology Enterprise” status upon expiration, we will be subject to a uniform corporate
income tax rate of 25% from the year of expiration, which in turn will result in an increase
in our income tax.

Our Jiexiao System

We are committed to the application of information technology to enhance our
competitiveness, improve our service quality, reduce our reliance on labor and decrease the
costs and expenses incurred. We self-developed Jiexiao System for our business and daily
operations, which has been extensively used in our project management during the Track
Record Period. As various data in relation to our construction projects is input into the
system, our management team can utilize different functions of the Jiexiao System to,
among other things, closely monitor and measure the progress of and cost incurred in our
construction projects.

The diagram below illustrates the major functions of the Jiexiao System:

Execution and Analysis Information Input

SRR B
Jiexiao System

Decision-making Measurement
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The Jiexiao System encompasses a variety of functions which can be categorized into:
(1) information input; (ii) measurement; (iii) execution and analysis; and (iv)
decision-making. The details of each of these four types of functions are set forth below:

(i) Information input

We input various information into the Jiexiao System throughout the course of
our construction projects, including information in relation to our construction
projects, contracts, customers and suppliers. By inputting such basic information into
the Jiexiao System, we have established a database of our construction projects,
contracts, customers and suppliers. Thus, we can associate or link subsequent
processes in our construction projects (such as progress monitoring, purchase for
and receipt of delivery of raw materials, calculating cost incurred, payment, issue of
invoices, etc.) with the corresponding construction projects, contracts, customers and
suppliers in the Jiexiao System.

(ii) Measurement

Our staff input various data into the Jiexiao System using mobile devices during
the course of our daily operation. Using such data, we can measure on a daily basis the
costs incurred for (a) raw materials, by recording the amounts of raw materials
delivered through uploading photographs of the raw materials, which would be
watermarked as proof of authenticity of the delivery and the amounts, and the relevant
delivery notes; (b) equipment, by ascertaining the time of usage of the machinery
through uploading watermarked photographs of the operation panel of the machinery
before and after use; and (c) subcontracting labor, by recording the working time of
our subcontracted workers through the face scanning function of the Jiexiao System
and requiring subcontracted workers to wear RFID tags so that our management team
can perform attendance inspections on sites.

(iii) Execution and analysis

The Jiexiao System also assists our management team to (a) manage the budget
and costs of construction projects; (b) manage the progress of construction projects; (¢)
process applications for payment and receipt of payment; and (d) process applications
for issue of invoices.

Manage budget and costs — during the preparation phase of each of our
construction projects, we would prepare and upload a budget for such construction
project to the Jiexiao System, which would be used as the basis for controlling our
costs incurred. Throughout the course of our construction projects, if we notice any
purchase which would render the costs incurred exceeding the estimated amount in the
uploaded budget, then the request for purchase (to the extent of the amount in excess)
would be rejected, unless approved by our president (in which case we would require
that the uploaded budget be promptly adjusted accordingly), thereby preventing
over-spending.
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Manage progress — by comparing the budget and the actual costs we incurred, we
can ascertain the progress of our construction projects, and make adjustment in case
we notice any deviation from the planned schedule.

Process application for payment and receipt of payment — the applications for
payment to suppliers and receipt of payment from customers are processed through the
Jiexiao System. Our staff would submit such application to the Jiexiao System with the
necessary information and documents. Our management team would review the
application and decide whether to approve the application.

Process application for issue of invoices — our staff would submit applications for
the issuance of invoices through the Jiexiao System with the necessary information and
documents, and would only issue invoices after obtaining approval from our
management team.

(iv) Decision-making

The Jiexiao System is equipped with the functions of (a) statistics of information;
(b) management of targets; and (c) arranging for meetings. Our management team can
promptly handle various processes of our construction projects through the mobile or
web application interfaces of the Jiexiao System and make decisions based on the data
stored in the system.

Statistics of information — by collecting information in relation to our projects,
contracts, customers and suppliers, we can generate statistics and indicators for such
information to ascertain the costs incurred, progress and quality of our construction
projects.

Management of targets — our management team would set deadlines for the tasks
and targets to be completed by our staff. The Jiexiao System records information such
as the progress and status of completion of the targets and the actual completion time.
Our management team would conduct a review of the completion of targets on a
weekly basis.

Arranging for meeting — Our staff can also arrange for meeting through the
Jiexiao System, which would send invitation to the relevant participants, thereby
facilitating problem-solving through prompt communication.

— 226 —



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

AR REXERE 24 WagiRR #it
® um i
2 REPD 0 0 0
& mmmn
Bi9RA ¥0.00

& nmawm

Bul=EIE S MERE  (H5R) 3] kS 2F z B B/ 2%

weme
B arwz
8 pEmEE
& sPum
@ mrER
@ (nsiR
B sxwan 202308

uH5 EHE O N

T mmEE
@  mAWiA
RUREE
@ I#ERA
© mrER
@ REWEEL -~ N
B mwwE o35 - HE O N
SR

Screenshot of the web application interface of the Jiexiao System

During the Track Record Period, we applied the Jiexiao System to the operation of
projects undertaken by our Group. Through practical application of the Jiexiao System and
continuous improvement of its functions, we have enhanced our capability to, among other
things, monitor and control the processes of our construction projects, performance of
contracts, costs incurred, quality and completion of targets, thus improving our customers’
satisfaction and strengthening our competitiveness in the market. We also strive to improve
our ability to confirm and control the costs we incurred, such as costs of raw materials,
equipment and labor, more expediently and accurately through deployment of our software
and technologies.

During the Track Record Period, we provided software services in relation to the
Jiexiao System to external parties, such as our suppliers and other construction companies.
Our services include platform configuration services of the Jiexiao System according to the
requirements of the software subscribers, cloud storage services and provision of technical
support and training services. We charge the subscribers platform subscription fee and
other service fees, which is generally charged on a cost-plus basis. In determining our
service fees, we take into account factors such as the scope of services, manpower required
and level of competition. For the years ended December 31, 2021, 2022 and 2023, our
revenue generated from the provision of software services amounted to RMBO0.1 million,
RMBO0.8 million and RMBO0.6 million, respectively.
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Uniqueness of the Jiexiao System

According to Frost & Sullivan Report, our self-developed software, Jiexiao System, as
compared with other off-the-shelf construction management software, is one of the few
construction management software in the market that provides comprehensive functions
covering various stages of the construction process, including cost monitoring, progress
measuring, resources tracking and other functions. While there are similar software in the
market, the developers of the software may not possess the specific knowledge of the
construction industry. As such, the functions of those software may not be tailor-made to
adapt for construction companies. Most existing software in the construction industry has
limitations, and may lack functions covering certain stages of the construction process, such
as material management, personnel management, machinery management. They may not be
as comprehensive as our Jiexiao System. On the other hand, Jiexiao System is developed
based on our comprehensive knowledge and understanding of the construction industry,
which sets it apart from other software by providing a wide range of tailor-made functions,
including material management, personnel management, machinery management,
construction contract management, cost management, production and schedule
management, and operational management systems, making it a comprehensive solution
for various aspects of construction projects.

As a construction company, we believe that informatization is crucial to our future
development. Since the available construction management software in the market are not
applicable to our Group, we self-developed the Jiexiao System by applying the parameters
of our construction projects and combining our experience and knowledge in the
construction industry. Compared with other off-the-shelf construction management
software, our Directors believe that our Jiexiao System has the following advantages:

(1) our Jiexiao System is adapted to our business and project needs and various
functions can be adjusted according to our project conditions;

(i1) our Jiexiao System can be applied to the whole construction project cycle, from
project commencement to project completion, with the ability to retain and store
unmodifiable data on the system,;

(iii) our Jiexiao System can provide real-time display of project progress, allowing us
to monitor our project progress efficiently;

(iv) the user-friendly interface of our Jiexiao System has drag-and-drop functions, and
the data source and linked pages can be easily accessed; and

(v) the warning function of our Jiexiao System sends out notification whenever there

is abnormal amount of cost recorded, allowing us to have better control of our
costs.
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Highlights of our construction technologies
A treatment method for roadbed hazards ( — 88 A /5 F 0 IEPET5 i)

Our treatment method for roadbed hazards is developed in view of the operational
need to enhance construction safety and useful life of our construction in the saline and
alkaline land (% i b 55 J% 1 M1 [%) where road cracks and construction corrosion may occur
during our construction progress. This method enhances the resistance and anti-freezing
capability of the roadbed.

We believe that the use of this method allows us to extend our services scope in
different conditions and improve the quality of our construction.

Construction equipment and its construction method for the full casing pile, rotary drilling, rig

borehole and bite pile ( £EE ~ IETEHHEE LI G il L % g & H it L7 %)

Our construction equipment and its construction method for the full casing pile, rotary
drilling, rig borehole and bite pile enable us to avoid mud pollution and improve the quality
of rigging borehole. By utilizing the equipment and its construction method, we could
improve the loading capacity of our piles and conduct underground pipeline construction
adjacent to the building.

We believe that the adoption of this equipment and method can improve the safety of
our construction and reduce environmental pollution.

INVESTMENT COOPERATION AGREEMENT

Our Company entered into an investment cooperation agreement with the Tianjin
Economic and Technological Development Area Administrative Committee* (K &8+
firpA s M B Z B &) (“TETDAAC”) on May 16, 2022 (the “Investment Cooperation
Agreement”), pursuant to which TETDAAC conditionally agreed to provide us with
support to improve our Group’s business performance and capability in digital engineering.
The salient terms of the agreement are as follows:

Duration: May 16, 2022 to November 30, 2027

Purpose: To improve our Group’s business performance and
capability in digital engineering.
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Obligations of our In order to be eligible for the support provided by
Group: TETDAAC, our Group shall comply with certain

obligations stipulated in the Investment Cooperation
Agreement, including:

(i) our Group shall comply with the national and local
laws and regulations;

(i) our Group shall register and operate in the Tianjin
Economic and Technological Development Area; and

(iii) our Group shall achieve certain business and financial
indicators, including revenue targets and investment
amount in R&D for each financial year.

Support to be provided TETDAAC shall provide economic support to our Group in
by TETDAAC: various areas, including operation, investment,
technological innovation, subsidies for talents, listing,

taxation and marketing.

Termination: If we fail to meet the relevant requirements in the
Investment Cooperation Agreement, TETDAAC has the
right to modify or terminate the terms of support and
unilaterally terminate the Investment Cooperation
Agreement.

During the Track Record Period, apart from receiving economic support from
TETDAAC in the aggregate amount of RMBO0.1 million, TETDAAC also provided business
support to us by lining up our Group as well as organizing exchange sessions with potential
customers, including state-owned enterprises. We are continuously following up with
TETDAAC to obtain other support as provided under the Investment Cooperation
Agreement.

MARKET AND COMPETITION

For details of the competitive landscape, entry barriers and profile of the construction
industry in the PRC in which our Group operates, please refer to the section headed
“Industry Overview” in this document.

Given the competitive nature of the markets and industries in which we operate, the
Directors believe that our competitive advantages have contributed to our Group’s success
and that, under the management of the Directors and senior management, our Group is
well-positioned to capture the growing demands of the construction industry in the PRC.
For further details of our competitive strengths, please refer to the paragraphs under “—
Competitive Strengths” in this section.
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EMPLOYEES

As of the Latest Practicable Date, our employees had formed a labor union which
represented the interests of our employees. As of the Latest Practicable Date, our Group
had a total of 133 employees, all of whom were located in the PRC. The following table sets
out the number of employees of our Group by job function:

Number of
Functions employees
General management 15
Project department (Vo' 45
Commercial contract department 5
Marketing department 5
Procurement department 3
Finance department 5
Safety and environmental protection department 2
R&D department 42
Human resources and administrative department 11
Total 133

Note: Our project department consists of, among others, three project teams and a project management
team.

We engage subcontractors to provide labor services for our construction projects, and
generally do not employ any construction workers. For details, please refer to “— Labor
subcontracting” in this document.

We generally recruit employees from the open market by placing job advertisements.
We offer competitive remuneration packages to our employees. We also provide regular and
ad-hoc training courses for our employees to ensure their competency and to keep them
abreast of the latest developments and best practices in the industry so as to enhance their
performance. For the years ended December 31, 2021, 2022 and 2023, our total staff costs
were RMBI18.5 million, RMB17.2 million and RMB19.8 million, respectively.

The Directors believe that we maintain good relations with our employees. During the
Track Record Period and up to the Latest Practicable Date, we did not face any significant
employment-related issues, nor did we experience any disruption to our operations due to
labor disputes, and we did not encounter any difficulties in recruiting or retaining senior
staff or technical personnel.
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Social insurance and housing provident fund contributions

During the Track Record Period, we did not make full contributions to social
insurance and housing provident funds for 233, 164 and nil of our employees, primarily
because some of our employees were reluctant to make contributions to social insurance
and housing provident funds based on their actual salaries as they shall bear their portion
of the contributions, as a result, the salaries that they actually get would be reduced,
compared to the contributions based on a lower standard.

As advised by our PRC Legal Adviser, according to the relevant PRC laws and
regulations relating to social insurance contributions, if we do not pay the full amount of
social insurance contributions as required, the relevant authorities may demand us to pay
the outstanding social insurance contributions within the deadline stipulated by them, and
we may be liable to a late payment fee equal to 0.05% of the outstanding amount for each
day of delay. We may be liable to a fine of one to three times of the amount of the
outstanding contributions if we fail to make such payments within the deadlines stipulated.
According to the Regulations on Administration of Housing Provident Fund ({(f£J5 A4
FHWAH)), for housing provident fund contributions that we fail to pay within the
prescribed deadlines, we may be ordered by the housing provident fund management center
to deposit the underpaid fund within a time frame; if we fail to deposit such fund within the
time frame, the housing provident fund management center may apply to the people’s court
to enforce collection.

We have obtained written confirmations from local social insurance and housing
provident fund authorities, each stating that (i) during the period from January 1, 2021/the
date of establishment of our Group companies to January 22, 2024, no violation of laws and
regulations in relation to labor and social insurance by us was found, and we had been
subject to no administrative penalty related to social insurance; and (ii) during the period
from the date of depositing the housing provident fund with the accounts opened by us (i.e.
December 2018, November 2022, December 2022, and February 2023 for our Company,
Tianjin Binhai, Yujiacheng and Tianjin Zhongjianke, respectively) to January 2024, no
violation of laws and regulations in relation to housing provident fund by us was found,
and we had been subject to no administrative penalty related to housing provident fund.
Our PRC Legal Adviser is of the opinion that the relevant written confirmations are
addressed by competent authorities.

As of the Latest Practicable Date, we had not received any notification from the
relevant PRC authorities alleging that we had not fully contributed to social insurance or
housing provident funds and demanding payment of the same before a stipulated deadline.
We were also not aware of any material complaints from employees or demands for
payment of social insurance or housing provident fund contributions, nor had we received
any material legal documentation from the labor arbitration tribunals or the PRC courts
regarding disputes in this regard.
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As of the Latest Practicable Date, (1) the competent local social insurance and housing
provident fund authorities have issued confirmations stating that no violation of laws and
regulations in relation to labor, social insurance and housing provident fund by us was
found and we had been subject to no administrative penalty related to social insurance or
housing provident fund; (ii) according to the Emergency Circular of the General Office of
the Ministry of Human Resources and Social Security on Applying the Spirit of the
Executive Meetings of the State Council to Practically and Effectively Stabilize the
Collection of Social Insurance Contributions (A J7 & JFAL & (8 F 0 23 8 BE i B 0% & 13
5 Bt B 5 B e R A U0 B MO R e AL R R A0l TAE 9 B S ) issued on September 21, 2018,
self-organized collection and clearance of all past underpayment of enterprises is
prohibited; (iii) we have not received any employees’ complaints, disagreement or
demands in connection with payment of social insurance or housing provident funds, and
there were no disputes between our employees and us for social insurance or housing
provident funds; and (iv) we are committed to deal with complaints or demands put forward
by our employees in respect of past contribution to social insurance and housing provident
funds properly and timely, and make supplemental contribution to social insurance or
housing provident funds, or pay relevant late payment fees timely in the event that the
competent social insurance and housing provident fund authorities demand so in the future.
Based on the foregoing, our PRC Legal Adviser is of the view that the risk that we would be
subject to fines or late payment fees by relevant authorities in relation to our contributions
to social insurance and housing provident funds during the Track Record Period is low. As
such, our Directors believe that our failure to fully contribute to social insurance and
housing provident funds during the Track Record Period and up to the Latest Practicable
Date would not have any material adverse effect on our business operations or results of
operations. As confirmed by our Directors, we have made full contributions to housing
provident funds and social insurance provident funds for all of our employees since January
2023.

As of December 31, 2023, the outstanding amount of social insurance and housing
provident fund contributions amounted to RMB2.8 million and it is estimated that our
Group may be subjected to a late payment fee of RMB0.9 million. Since we are committed
to make supplemental payment for social insurance or housing provident funds in a timely
manner in the event that the competent social insurance and housing provident fund
authorities demand us to do so, our Directors believe that no fine will be imposed on us
according to the applicable PRC laws and regulations. In consideration of the view of our
PRC Legal Adviser that the risk that we would be subject to fines or late payment fees by
relevant authorities in relation to our contributions to social insurance and housing
provident funds during the Track Record Period is low, we have made provisions in the
amounts of RMB1.7 million, RMB0.4 million and nil with respect to the potential liabilities
arising from shortfalls in social insurance and housing provident fund contributions during
Track Record Period, respectively.

In addition, as of the Latest Practicable Date, we have established various internal
policies and procedures to ensure that we make full contributions in relation to social
insurance and housing provident funds. These internal policies and procedures include
formulating our calculation and payment methods in compliance with the relevant laws and
regulations.
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PROPERTY
Self-owned properties
Land

As of December 31, 2023, we owned the land use right for a parcel of land with a total
area of approximately 10,380.2 sq.m. located at No. 112, Dongting Road, Economic and
Technological Development Zone, Tianjin, with planned use for industrial purposes (the
“Office Land”), and two parcels of common land (LA Z%EHL) with a total area of
approximately 85,261.8 sq.m. located at Building 26/27, Bishui Manor, Central Business
District, Tianjin Binhai New Area, Tianjin, with planned use for commercial purposes. In
respect of the said land use right, we have obtained the relevant real estate certificates. We
have the right to occupy and use such land within the scope of use specified in the real estate
certificates, the part of land use right owned by us is not subject to any mortgage, seizure,
freezing or other restrictions. As of the Latest Practicable Date, the property located on the
Office Land was actually used for office purpose. For further details, please refer to the
paragraph headed “— Building” in this section.

Building

As of December 31, 2023, we owned three properties with a total gross floor area of
13,064.4 sq.m., including (i) one property with a total gross floor area of 12,595.4 sq.m.
located at No. 112, Dongting Road, Economic and Technological Development Zone,
Tianjin, with planned use for industrial purposes (the “Office Property”); and (ii) two
properties with a total gross floor area of approximately 469 sq.m. located at Building
26/27, Bishui Manor, Central Business District, Tianjin Binhai New Area, Tianjin, with
planned use for non-residential purposes (“Bishui Properties™). As of the Latest Practicable
Date, we obtained the ownership certificates of the aforementioned properties. We have the
right to occupy and use those properties within the scope of use specified in the real estate
certificates, those properties are not subject to any mortgage, seizure, freezing or other
restrictions.

As of the Latest Practicable Date, while the Office Property was planned for industrial
use, the Office Property was actually rented by Tianjin Zhongjianke, our wholly-owned
subsidiary, to our Company and used by our Group as well as certain tenants for office
purposes. As advised by our PRC Legal Adviser, the actual use of the Office Property was
not in line with its planned use, according to relevant rules of the Administrative Measures
for Commodity Housing Tenancy (74 & 5 JZ2FH & & #HH#D), a property shall not be leased if
its usage is changed in violation of applicable regulations. If a property is leased in violation
of the above requirement, the competent construction (real estate) administrative authority
may urge the violator to make corrections within a specified time limit, and impose a fine
below RMB5,000 if no illegal gains have been obtained, or a fine between three and five
times of the illegal gains but below RMB30,000 if illegal gains have been obtained.
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According to a confirmation issued by Tianjin Economic-Technological Development
Area Bureau of Planning and Natural Resources in June 2023, during the Track Record
Period and up to the date of the confirmation, Tianjin Zhongjianke had no record of
administrative penalties by the bureau for land or planning matters, and the compatible use
of industrial land is an encouraged approach by current urban renewal policies. Further,
according to a confirmation issued by Tianjin Binhai New Area Commission of Housing
and Construction in June 2023, as of the date of the confirmation, our Company and
Tianjin Zhongjianke had been subject to no administrative penalties by the commission for
violation of construction and housing management laws and regulations.

Since Tianjin Economic-Technological Development Area Bureau of Planning and
Natural Resources and Tianjin Binhai New Area Commission of Housing and
Construction, which are competent governmental authorities as confirmed by the PRC
Legal Adviser, had issued the above-mentioned confirmations, which confirmed our usage
of the Office Property for office purpose conform with the current urban renewal policies
and we have not been subject to any administrative penalties in relation to land or property,
in response to the consultation about the use of the Office Property by our Group, as of the
Latest Practicable Date, the Directors are of the view that the above-mentioned
governmental authorities, had no objection to the current use of the Office Property by
our Group and our Group can continue to use the Office Property for office purpose. On
the other hand, our Company will continue to communicate with the local government
authorities in relation to the latest updates in land planning policies to ensure compliance
with any future government requirements in relation to the use of the Office Property.

In addition, even if we are required not to use the Office Property for office purpose
and to relocate in the future, since the Office Property is used for office purpose, the
Directors believe that we will not experience any difficulties in finding alternative premises
for relocation and our construction operations will not be disrupted. The estimated cost of
relocation will be approximately RMB1.1 million mainly including rent for the premises
and renovation fee, which is immaterial and will not have any material adverse effect on our
financial conditions.

Pursuant to the Deed of Indemnity, the Controlling Shareholders have undertaken to
indemnify our Group in full against any damages, losses and liabilities arising out of or in
connection with the failure to continue to use the Office Property due to its planned use or
fines imposed by the competent governmental authorities for using the Office Property for
office purposes.

As advised by our PRC Legal Adviser, Tianjin Economic-Technological Development
Area Bureau of Planning and Natural Resources and Tianjin Binhai New Area Commission
of Housing and Construction are the respective planning and housing management
administrative authority of the Office Property and, therefore, they are competent
governmental authorities to issue the aforementioned confirmations. Based on the
aforementioned confirmations and the Deed of Indemnity, our PRC Legal Adviser is of
the view that the risk that our Group would be subject to material adverse impact due to
inability to continue to use the Office Property or being fined as a result of the
unconformity between the actual use and the planned use of the property is relatively low.
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Transfer of Bishui Properties to our Company

In May 2023, the Bishui Properties, with a total gross floor area of approximately 469
sq.m., were transferred to our Company to satisfy debt payment pursuant to a court ruling
dated September 29, 2018, details of which are as follows:

In 2014, our Company entered into a construction contract with Tianjin Hengzeng
Property Real Estate Development Co., Ltd.* (K 1EHS 5 HE B EE A FR/A R, “Tianjin
Hengzeng”), an Independent Third Party, pursuant to which we undertook construction
work for a road pavement and landscape greening project of Tianjin Hengzeng, with a
contract price of RMB14,608,545. The construction period was from November 2014 to
June 2015. While we completed the construction work as set out in the contract, Tianjin
Hengzeng did not make the payment to us according to the contract. Subsequently, we
instituted a lawsuit against Tianjin Hengzeng in November 2015, claiming (i) the payment
of the contract price of RMB14,608,545; and (ii) priority of compensation to the proceeds
from selling off or auctioning the project in dispute to settle the amount owed by Tianjin
Hengzeng (#87cZfE#E) (the “Priority of Compensation”).

In November 2016, the court issued a paper of civil mediation, according to which, our
Company and Tianjin Hengzeng mutually agreed that (i) Tianjin Hengzeng shall pay a
construction price of RMB11,000,000 to our Company prior to November 7, 2016 for the
settlement of the outstanding payment; or (ii) our Company is entitled to the Priority of
Compensation. Accordingly, our Company has made loss allowance of RMB14.6 million on
trade receivables as of December 31, 2016.

Since Tianjin Hengzeng failed to perform its obligations under the paper of civil
mediation, our Company applied to the court for enforcement. The court made a ruling on
September 29, 2018 that the Bishui Properties with a total gross floor area of approximately
469 sq.m. shall be transferred to our Company to satisfy the debt payment. Subsequent to
the court ruling, Tianjin Hengzeng did not cooperate in the legal procedures regarding the
transfer of the Bishui Properties, resulting in a prolonged process for the transfer.
Eventually, in May 2023, the legal procedures in relation to the transfer of the Bishui
Properties were completed. Accordingly, (i) an amount of RMB9.0 million was recognized
as investment properties in May 2023 based on the market value of the Bishui Properties as
of May 31, 2023; and (ii) a corresponding amount of reversal of impairment losses on trade
and bills receivables of RMB9.0 million was recorded for the year ended December 31,
2023.

Following the transfer of the Bishui Properties, there was no outstanding balance due
from Tianjin Hengzeng.

As of the Latest Practicable Date, the Bishui Properties were vacant, and our Company
intended to sell them or use them as collaterals for obtaining bank borrowings.

During the Track Record Period and as of the Latest Practicable Date, save for the
Bishui Properties, there was no amount due from any other customers/debtors of our
Group which were settled by a transfer of properties.
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As the carrying amount of the properties owned by us as investment for rental income
located in Tianjin accounted for 1% or more of our Group’s total assets, therefore, a
property valuation report on such property interests is included in Appendix III to this
document pursuant to Rule 5.01A(1) of the Listing Rules. According to the property
valuation report, the properties were valued at approximately RMB17.3 million as of
January 31, 2024.

Except for the property interests described in the property valuation, our Group has no
other owned property interest that forms part of our non-property activities that has a
carrying amount of 15% or more of total assets pursuant to Rule 5.01B(2)(b) of the Listing
Rules.

Leased properties

As of the Latest Practicable Date, we leased the Office Property from Tianjin
Zhongjianke for office purpose. Besides, we leased a property with a gross floor area of
approximately 43.51 sq.m. from a third party for one year for registered address
commencing on February 16, 2024. Our PRC Legal Adviser is of the opinion that the
corresponding lease agreements for these leased properties are legal and valid and binding
on the contracting parties.

In addition, as of the Latest Practicable Date, we have entered into two lease
agreements as landlord to lease the Office Property to third parties with a total gross floor
area of approximately 1,997 sq.m.. However, the actual use of the property is not in line
with its planned use. For further details, please refer to the paragraph headed “— Building”
in this section.

RISK MANAGEMENT AND INTERNAL CONTROL

Our future operating performance may be affected by the risks associated with our
business. Some of these risks are inherent to us, while others relate to economic conditions
and the overall industry and markets in which we operate. For more information, please
refer to the section headed “Risk Factors” in this document.

We have developed and implemented a risk management policy to identify and address
potential risks associated with our operations, including operational risks, financial risks
and legal risks. Our risk management policy sets out the procedures for identifying,
analyzing, classifying, mitigating and monitoring risks. Our risk management policy also
sets out the classification of the risks identified in our operations. Without prejudice to the
Board’s overall responsibilities, the Audit Committee of the Board oversees financial and
operational risk management and discusses the processes used by the management to assess
and manage the Company’s exposure to such risks, as well as the measures used to monitor
and control such risk exposures. For more information, please refer to the section headed
“Directors, Supervisors and Senior Management — Board Committees” in this document.
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The Board and senior management are responsible for establishing and maintaining an
effective risk management and internal control system, including but not limited to
safeguarding our Group’s compliance with all established systems and processes, as well as
the relevant legal regulations. Risk management is the process designed to identify potential
events that may affect the Company and to contain the risks within its risk appetite.
Internal control is the process designed to provide reasonable assurance regarding the
achievement of objectives related to operational effectiveness and efficiency, reliability of
financial reporting and compliance with applicable laws and regulations. Our internal
control systems cover all major aspects of our operations, including but not limited to,
strengthening corporate governance, sales and accounts payable management,
procure-to-pay management, inventory management, human resources, fixed assets, cash
and funds, financial reporting, tax management, information technology management and
intangible asset management.

We have also established policies and procedures and set up reporting and complaint
channels in relation to the prevention of bribery and kick-backs activities. Set out below is a
summary of key features of such policies and measures:

(i) our human resources department performs background check on the management
or key position staff during the hiring or promotion process, in order to check
their background and possible criminal record;

(i1) our staff are strictly forbidden from accepting or soliciting bribes in any form or
manner or requests for bribes from customers and stakeholders;

(iii) our staff are required to comply with the Group’s code of conduct, code of ethics
and laws and regulations in China;

(iv) our staff are required to sign an anti-corruption and self-discipline undertaking
upon employment, which include promises of anti-bribery, no kick-backs or other
unethical behaviours; and

(v) we have established a whistleblowing mechanism, such as reporting hotlines and
mailboxes, to handle bribery whistleblowing case, and our internal audit
department is responsible for recording and reporting potential bribery or
kick-back cases to the Board or our senior management.

Our management is responsible for implementing the control measures and taking
remedial steps in a timely manner in case of the occurrence of such misconduct. Our
employees are required to comply with such policies and procedures and are encouraged to
report any suspicious activities to the relevant department. We did not encounter any
material bribery or kick-backs case during the Track Record Period and up to the Latest
Practicable Date. Our Directors are of the view that our anti-bribery and kick-backs
activities policies and measures are adequate and effective.
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We have engaged an independent internal control consultant to review our internal
control systems and procedures on a factual basis and to provide recommendations for a
series of steps and measures to further ensure the effectiveness of our internal controls and
corporate governance practices. The scope of the review performed by internal control
consultant covers the internal control system, policies and procedures over the major
aspects of our operations, including but not limited to qualification affiliation (fF38),
anti-bribery and kick-backs and employment.

Following the internal control review performed by the internal control consultant,
our Group has implemented all of the recommendations given by the internal control
consultant. The table below sets forth the material deficiencies identified by our internal
control consultant and the rectification status of our implementation of the remedial
measures:

Major findings from the
internal control review

Implementation of the

Recommendations remedial measures

Our Group has no written
policies and procedures
for the roles and

Our Group should
establish the Board of
Directors and prepare

Our Group has
established the Board of
Directors and identified

responsibilities of the
Board of Directors.

Our Group has not
appointed a qualified
company secretary to
fulfill the requirements
under Rules 3.28 and 8.17
of the Listing Rules.

the “Board Charter” as
soon as possible in
accordance with the
requirements of the
Listing Rules.

Our Group should engage

a qualified company
secretary as soon as
possible in accordance
with the requirements of
the Listing Rules. In
addition, our
management should
require the company
secretary to comply with
the professional training
requirements of the
Listing Rules.
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Major findings from the
internal control review

Implementation of the

Recommendations remedial measures

Our Group has not Our Group should Our Group has

established the policies
and procedures in relation
to Environment, Social
and Governance aspect to

establish an
“Environmental, Social
and Governance
Disclosure System” to

established the relevant
Environmental, Social
and Governance
Disclosure System.

fulfill the requirements set
out in Chapter 27 of
Listing Rules.

ensure that our Group
can establish
appropriate and
effective environmental,
social and governance
risk management and
internal control systems.

Our internal control consultant also performed follow-up procedures on our internal
control system with respect to the remedial measures we took. Our internal control
consultant did not identify any further issues or material internal control weakness and did
not make any further recommendations in the follow-up review. The above internal control
review and follow-up review were performed based on the information provided by us and
no assurance or opinion was expressed by the internal control consultant.

During the Track Record Period and up to the Latest Practicable Date, to the best
knowledge of the Directors, our Group did not engage in any “qualification affiliation (#
5£)” activities and there were no non-compliance incidents in this respect. We only tendered
for and undertook construction projects which our Group has the relevant qualifications
and was not involved in any acts of borrowing the qualifications of others or lending our
qualifications to other entities or individuals. In such connection, the independent internal
control consultant conducted internal control review and did not note any incident and did
not identify any material finding or recommendation in relation to “qualification
affiliation”. Our Group has established policies and procedures in relation to the
prevention of “qualification affiliation” activities, including the selection process of our
construction team, determination procedures of the use of external labor services by
checking their qualifications and construction capabilities and ensuring the subcontractors
have the relevant required qualifications, which we believe would effectively minimize the
risk of “qualification affiliation”.

Our Directors and the Sole Sponsor have reviewed the internal control review report,
which was independently prepared by the internal control consultant, and no material
internal control weakness regarding the internal control measures over qualification
affiliation, bribery and kick-backs were identified by the internal control consultant. It is
also noted from the internal control review report that our Group has implemented
enhanced internal control policies on employment according to the internal control
consultant’s recommendation, and the internal control consultant did not identify any
further issues and made no further recommendations to strengthen the Group’s enhanced
internal control over employment. Our Directors are of the view, and the Sole Sponsor
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concurs, that the current internal control measures adopted by our Group over
qualification affiliation, anti-bribery, kick-backs and employment, are adequate and
effective.

To ensure that our established compliance culture is implemented in daily work and to
set expectations for individual behavior throughout the organization, we will conduct
regular internal compliance reviews and inspections, adopt strict internal accountability
measures and conduct compliance training.

We have also adopted appropriate internal control policies to ensure continued
compliance with the Listing Rules, including, but not limited to, the identification and
management of notifiable and connected transactions and other discloseable matters. We
also provide compliance training to our Directors and senior management and staff to
cultivate a good compliance culture and conduct training seminars for our Directors and
senior management to satisfy the requirements of the Listing Rules.

LICENSES, QUALIFICATIONS AND PERMITS

Our Group is required to hold relevant licenses, qualifications and permits in order to
conduct business and undertake various construction projects in the PRC. Please refer to
the section headed “Regulatory Overview — Construction Qualifications” in this document
for further details. According to our PRC Legal Adviser, as of the Latest Practicable Date,
we obtained the necessary licenses, qualifications and permits from the relevant PRC
regulatory authorities in all material aspects to conduct our current business.

The following table sets forth our primary operating licenses, qualifications and
permits as of the Latest Practicable Date:

Name of the operating licenses, Issuing organization or
No. qualifications or permits authority Holder Qualification Issue date") Expiry date
1 Petrochemical construction general MOHURD Our Company  First-grade January 23, December 22,
contracting* (f1ilft T TR M T 2024 2028
Gikh)
2 Foundation construction professional ~ Tianjin Housing and ~ Our Company  First-grade March 12, April 6, 2026
contracting* (AR LRHE Urban-Rural 2024
TKE) Construction
Commission (K
TR A AR e 5t 2%
HE)
3 Building construction general Tianjin Housing and ~ Our Company  Second-grade March 12, April 6, 2026
contracting* (B5E LG LAR M) Urban-Rural 20245

Construction
Commission (K
LR MR &
A1)
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Name of the operating licenses, Issuing organization or
No. qualifications or permits authority Holder Qualification Issue date”) Expiry date
4 Municipal public construction general Tianjin Housing and ~ Our Company  Second-grade March 12, April 6, 2026
contracting® (M7EA ) TH2iE T4 Urban-Rural 2024
KAL) Construction
Commission (K
ik AR AR s %
Bf)
5 Electrical and mechanical construction Tianjin Housing and ~ Our Company  Second-grade ~ March 12, April 6, 2026
general contracting® (#% LT Urban-Rural 20245
HURAL) Construction
Commission (K
iR A AR R 3 %
Hen
6 Electronic and intelligent construction Tianjin Housing and ~ Our Company  Second-grade =~ March 12, April 6, 2026
professional contracting® Urban-Rural 20249
(BFHE R TREERE) Construction
Commission (K
TiAE 5 A AR e 5 2%
A1)
7 Waterproof, anti-corrosion and Tianjin Housing and ~ Our Company  Second-grade ~ March 12, April 6, 2026
preservation construction Urban-Rural 2024
professional contracting* Construction
(B 7K B G Rl AR B SR ) Commission (K
ik AR s %
Ef)
8 Building renovation and decoration Tianjin Housing and ~ Our Company  Second-grade =~ March 12, April 6, 2026
construction professional Urban-Rural 20245
contracting* (HEEAEBHM L] Construction
HERM) Commission (K
ik AR s %
Hen)
9 Architectural curtain wall construction Tianjin Housing and ~ Our Company  Second-grade =~ March 12, April 6, 2026
professional contracting® Urban-Rural 20245
(BEER S TR ERN) Construction
Commission (K
TR A AR e 5 %
HE)
10 Highway traffic construction (highway Tianjin Housing and ~ Our Company  Second-grade March 12, April 6, 2026
safety facilities subdivision) Urban-Rural 2024
professional contracting* Construction
(AR TR (AR %2 i) B Commission (K
KAL) TAE 5 A b e 5 &
5]

— 242 -



THIS DOCUMENT IS IN DRAFT FORM, INCOMPLETE AND SUBJECT TO CHANGE AND THAT
THE INFORMATION MUST BE READ IN CONJUNCTION WITH THE SECTION HEADED
“WARNING” ON THE COVER OF THIS DOCUMENT.

BUSINESS
Name of the operating licenses, Issuing organization or
No. qualifications or permits authority Holder Qualification Issue date”) Expiry date
11 Highway traffic construction (highway Tianjin Housing and ~ Our Company  Second-grade March 12, April 6, 2026
mechanical and electrical Urban-Rural 2024
construction subdivision) Construction
professional contracting* Commission (K
(B TR (A BB LR ) B3 ik AR s %
%) A1)
12 Construction mechanical and electrical Tianjin Housing and ~ Our Company  Second-grade ~ March 12, April 6, 2026
installation construction Urban-Rural 2024
professional contracting® Construction
(BT LEIREERD) Commission (K
iR A AR R 5 %
Hen
13 Highway construction general Tianjin Housing and ~ Our Company  Second-grade ~ March 12, March 12, 2025
contracting* (/B LH A LAURA) Urban-Rural 2024
Construction
Commission (K
TiAE 5 A AR 5 2%
A1)
14 Electrical construction general Tianjin Housing and ~ Our Company  Second-grade =~ March 12, March 12, 2025
contracting* (7% /) LHEiE LA& ) Urban-Rural 2024
Construction
Commission (K
ik R s %
Ef)
15 Steel structure construction Tianjin Housing and ~ Our Company  Second-grade =~ March 12, March 12, 2025
professional contracting* Urban-Rural 20245
(HA5H TREERE) Construction
Commission (K
ik AR s %
Hen)
16 Historic building construction Tianjin Housing and ~ Our Company  Second-grade ~ March 12, March 12, 2025
professional contracting® Urban-Rural 20245
(W THREERE) Construction
Commission (K
TR A AR e 5 %
HE)
17 Urban and Street Lighting Tianjin Housing and ~ Our Company  Second-grade March 12, March 12, 2025
construction professional Urban-Rural 2024
contracting* (i B B B W) L AR Construction
HERE) Commission (K
TIAE 5 A AR e 5 &
5]
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Name of the operating licenses, Issuing organization or
No. qualifications or permits authority Holder Qualification Issue date”) Expiry date
18 Highway pavement construction Tianjin Housing and ~ Our Company  Second-grade March 12, March 12, 2025
professional contracting* Urban-Rural 2024
(UN3 TREE Eq0)) Construction
Commission (K
ik AR s %
g
19 Highway roadbed construction Tianjin Housing and ~ Our Company  Second-grade ~ March 12, March 12, 2025
professional contracting* Urban-Rural 2024%
(A HE LR R E) Construction
Commission (K
ik R AR R 5 %
He)
20 Environmental protection construction Tianjin Housing and ~ Our Company  Second-grade =~ March 12, March 12, 2025
professional contracting® Urban-Rural 20249
(R TREERE) Construction
Commission (K
TR A AR e 5 2%
A1)
21 Construction labor services* (i L#  Tianjin Housing and  Our Company ~ N/A March 12, April 6, 2026
%) Urban-Rural 2024%
Construction
Commission (K
ik 5 R s %
Ef)
2 Special engineering professional Tianjin Housing and ~ Our Company  N/A March 12, April 6, 2026
contracting* (i LREH 3R ) Urban-Rural 20242
Construction
Commission (K
ik AR s %
Hn)
23 Value-added telecommunications Tianjin Our Company  N/A July 18, 2023 June 24, 2026
business operation license* Communications
(BB EREETITH) Administration (K
T L)
24 Production License of Special Tianjin Administration Our Company — N/A January 17, January 16,
Equipment People’s Republic of for Market 2024 2028
China* (FFREREHE T 3) Regulation (K
T BB % A
)
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Name of the operating licenses, Issuing organization or

No. qualifications or permits authority Holder Qualification Issue date”) Expiry date

25 Safety production license* Tianjin Housing and ~ Our Company ~ N/A July 6, 2023 February 8,
(H AR AR Urban-Rural 2026

Construction
Commission (K
ik AR s %
af)

26 Building renovation and decoration Tianjin Housing and ~ Tianjin Binhai ~ Second-grade ~ October 12, October 25,
construction professional Urban-Rural 2023 2027
contracting® (RS 4 TR Construction
%K) Commission (K

iR A AR R 3 %
Hen

27 Municipal public construction general Tianjin Housing and ~ Tianjin Binhai ~ Second-grade ~ October 12, October 25,
contracting* (/A LREHE T4 Urban-Rural 2023 2027
KE) Construction

Commission (K
TR A AR e 5 2%
A1)

28 Foundation construction professional — Tianjin Housing and ~ Tianjin Binhai ~ Second-grade October 12, October 25,
contracting* (iAEAME T 23K Urban-Rural 2023 2027
) Construction

Commission (K
ik AR AR s %
af)

29 Safety production license* Tianjin Housing and ~ Tianjin Binhai ~ N/A November 21,  November 21,
(H R AT Urban-Rural 2022 2025

Construction
Commission (K
ik AR R s %
B

Notes:

(1) The issue date represents the date of issuance of the latest operating license, qualification or permit.

(2) The license, qualification or permit was re-issued to our Company due to the renaming or increase in

registered capital of our Company.

(3) The value-added telecommunications business operation license is not related to the Jiexiao System

as the Jiexiao System does not involve value-added telecommunications services. Instead, in 2021,
with a view to develop an APP to offer an online platform for leasing equipment and machinery for
construction projects (the “Platform APP”), our Company applied for a value-added
telecommunications business operation license which was issued by Tianjin Communications
Administration in June 2021 and last renewed in July 2023. As the Platform APP is intended to serve
as a platform to promote the lease of equipment and machinery for construction projects between
equipment and machinery owners and users, we are required to hold the value-added
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“4)
)

telecommunications business operation license in order to operate the APP. As of the Latest
Practicable Date, since we are still undergoing the logic planning stage of the Platform APP
business, the relevant developing work in respect of the APP has been suspended.

The license was re-issued to Tianjin Binhai due to expansion of its qualification in October 2023.

The qualification certificate was re-issued to our Company due to upgrading of certain

qualifications in March 2024.

Certificates and awards

The following table sets out the major certificates and awards received by our Group
during the Track Record Period:

No.

Certificates

Issuing entity

Year of grant

Chemical Dismantling
Service Enterprise
Qualification Certificate
(Class T) (fb LHrER RS
1S EH  REE
(—#k))

Integration of
Informationization and
Industrialization
Management System
Certificate (Fifb /&%
PSR FTEREE)

Leading Nurturing
Technological
Enterprises in Tianjin*
(KRBT RHCHE S
{3)

Specialized,
Sophisticated, Unique
and Innovative Small
and Medium-sized
Enterprises in Tianjin
City* (KT Hr %
w1 /R ZE)

Zhongtingyu International
Credit Rating Co., Ltd.*
(o A AT A RR

24l

Beijing CESI Technology
Co., Ltd.* (b EVGRHE
BRARBLELT)

Tianjin Municipal Science
and Technology Bureau

(R T R E T =)

Tianjin Industrial and
Information Technology
Bureau (K LM
& Bt R)

Tianjin Finance Bureau

(KT M EUR)
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Certificates

Issuing entity

Year of grant

Occupational Health and
Safety Management
System Certification

(R 2 28 A

i)

Environmental
Management System
Certification (BRIFHE I
S AR )

Quality Management

System Certification
(CE 2R EEE)

Leading Enterprise in the
Strategic Emerging
Industries in Tianjin
City* (< i B 1 B
WL SE AR ZE)

High and New
Technology Enterprise
Certificate* (f= 4%l
1 EEH)

Beijing Zhongjing Quality
Certification Co., Ltd.*
(ALt PP BRE B Rl A
PR 22 w])

Beijing Zhongjing Quality
Certification Co., Ltd.*
(ALat P R R E B A
PR 2 7])

Beijing Zhongjing Quality
Certification Co., Ltd.*
(ALt H P BRE B R A
B2 7]

Tianjin Binhai New Area
Talent Office* (KN &
ENTUNG )

Tianjin Municipal Science
and Technology Bureau
CNEAIEEE =5 3(5)

Tianjin Finance Bureau
(R B R

Tianjin Municipal Tax
Service, State Taxation
Administration (B ZELH
BR R TR A5 =)
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LEGAL AND COMPLIANCE EVENTS
Litigation and claims

We may be involved, from time to time, in legal proceedings arising from the ordinary
course of our operations. As of the Latest Practicable Date, our Company was named as a
defendant in a lawsuit with a supplier. The case was still going through the trial stage and
has not be concluded. If our Company is eventually found to be liable by the PRC court, the
total expected additional monetary compensation may amount to approximately
RMB2,506,000. Based on the legal advices and assessment from our Directors, the
amount being claimed by the supplier largely exceeded the amount which should be paid by
our Company based on the invoices, and there was a mismatch between the invoices and
receipts submitted by the supplier to the PRC court, therefore, the excess amount claimed
by the supplier is unlikely to be supported by the PRC court, and no provision has been
provided in respect of this claim. For further details, please refer to “Financial Information
— Contingent Liabilities” and Note 30 in the Accountants’ Report as set out in Appendix I
to this document. Notwithstanding the above claim, there was no litigation, arbitration,
administrative proceeding or claim of material importance pending or threatened by or
against our Group, or any of our Directors, that would have a material adverse effect on
our results of operations or financial conditions.

Non-compliance events

During the Track Record Period, we did not make full contributions to social
insurance and housing provident funds for our employees as required by relevant PRC
social insurance and housing provident funds administrative laws and regulations. Please
refer to the paragraph headed “Social insurance and housing provident fund contributions”
in this section for details.

During the Track Record Period and up to the Latest Practicable Date, the property
owned and used by our Group for office purpose was planned for industrial use, and the
unconformity between the actual use and the planned use of the property may subject us to
fines or other administrative measures. Please refer to the paragraph headed “Property” in
this section for details.

As advised by our PRC Legal Adviser, we had been subject to no fines or other
penalties for violation of applicable PRC laws and regulations that could, individually or in
aggregate, have a material adverse effect on our business, financial condition or results of
operations during the Track Record Period and up to the Latest Practicable Date.

Our Directors are of the view, and our PRC Legal Adviser concurs, that we had
obtained the necessary licenses and permits, followed relevant tendering and bidding
procedures in relation to our construction projects, and complied with the relevant PRC
laws and regulations that are essential to our business operation, in all material aspects,
during the Track Record Period and up to the Latest Practicable Date.
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