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IMPORTANT

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

Zhongtian Construction (Hunan) Group Limited
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(Incorporated in the Cayman Islands with limited liability)

GLOBAL OFFERING

Number of Offer Shares under : 120,000,000 Shares (subject to the
the Global Offering Over-allotment Option)

Number of Hong Kong Public Offer Shares 12,000,000 Shares (subject to reallocation)

Number of International Placing Shares 108,000,000 Shares (subject to reallocation and
the Over-allotment Option)
Not more than HK$1.28 per Offer Share and
expected to be not less than HK$1.08 per Offer
Share, plus brokerage of 1%, SFC transaction
levy of 0.0027%, AFRC transaction levy of
0.00015% and Stock Exchange trading fee of
0.00565% (payable in full on application in
Hong Kong dollars and subject to refund)
HK$0.01 per Share
2433

Sole Sponsor

Offer Price

Nominal value
Stock code

Grande
Capital
Limited
145 .f

LEEIRAE

Joint Overall Coordinators, Joint Global Coordinators, Joint Bookrunners and Joint Lead Managers

S RARTA Capital
CMBC CAPITAL HOLDINGS LIMITED lelted
19ERISHEIRAS] .r

Joint Bookrunners and Joint Lead Managers

m 7 R [ PR 22 SR B B |6 AERA AN RAES

B RREEN

SPDB INTERNATIONAL BOCOM International I WIN SECURITIES LTD. EVERBRIGHT SECURITIES

@ Alliance Capital Partners Limited
HK) Bl A& F A RS 3

Joint Lead Managers
EDDID BEE AR a2t {oe) wImsERERAD
E P m MAXA CAPITAL ° e o @ Leeas Securities investment Limited

Hong Kong Exchanges and Clearinﬁ Limited, The Stock Exchange of Hong Kong Limited and Hong Kong Securities Clearing Company Limited take no responsibility for
the contents of this prospectus, make no representation as to its_accuracy or completeness and expressly disclaim any liability whatsoéver for any loss howsoever arising
from or in reliance upon the whole or any part of the contents of this prospectus.

A copy of this prospectus, having attached thereto the documents specified in the paragraph headed “Documents delivered to the Registrar of Companjes in Hong Kong” in
/]\\/lppendlx VI to this prospectus, has been registered by the Registrar of Con)[q]ames in Hong Kong as required by Section 342C of the Companies (Winding Up and

iscellaneous Provisions) Ordinance (Chapter 32 of the’Laws of Hong Kong). The Securities and Futures Commission and the Registrar of Companies in Hong Kong take
no responsibility for the contents of this prospectus or any other document referred to above.

The final Offer Price is expected to be fixed by agreement between the Joint Overall Coordinators and the Joint Global Coordinators (for themselves and on behalf of the
Underwriters) and our Company on the Price Determination Date, which is expected to be on or around Thursday, 23 March 2023 and in any event, not later than Tuesday,
28 March 2023. The Offer Price will not be more than HK$1.28 and is currently exYected to be not less than HK%IAOS. If, for any reason, the final Offer Price is not agreed
by Tuesday, 28 March 2023 between the Joint Overall Coordinators and the Joint Global Coordinators (for themselves and on behalf of the Underwriters) and our Company,
the Global Offering will not proceed and will lapse.

The Joint Qverall Coordinators and the Joint Global Coordinators (for themselves and on behalf of the Underwriters) may, with the consent of our Company,
reduce the indicative Offer Price range and/or the number of Offer Shares below that stated in this prospectus at any time on or prior to the morning of the last
day for lodging applications under the Hong Kong Public Offering. In such a case, an announcement of the reduction in the number of Offer Shares and/or the
indicative Offer Price range will be made on our Company’s website at www.ztcon.com and the website of the Stock Exchange at www.hkexnews.hk not later than
the morning of the day which is the last day for lodging applications under the Hong Kong Public Offering.

The Offer Shares have not been and will not be registered under the US Securities Act and may not be offered, sold, pledged or transferred, except pursuant to an exemption
from, or in a_transaction not sulzijec( to, the reg};straupn requirements of the US Securities Act and in accordance with any applicable US state securities laws. The Offer
Shares are being offered and sold only outside the United States in offshore transactions in reliance on Regulation S.

The oblié;alior_ls of the Hong Kong Underwriters under the Hong Kong Underwriting Algreemg:m are subject to termination by the Joint Overall Coordinators and the Joint
Global Coordinators (for themselves and on behalf of the Hong Kong Underwriters) if certain grounds for termination arise¢ prior to 8:00 a.m. on the Listing Date. Such
grounds are set out in “Underwriting — Underwriting Arrangements and Expenses — Hong Kong Public Offering — Grounds for Termination” in this prospectus.

Prior to making an investment decision, prospective investors should consider carefully all of the information set out in this prospectus, including the risk factors set out in
“Risk factors” in this prospectus.

ATTENTION
We have adopted a fully electronic application process for the Hon Kon)g‘ Public Offering. We will not provide printed copies of this prospectus or printed copies of
any application forms to the public in relation to the Hong Kong Public Offering.

This prospectus is available at the website of the Hon Kon% Stock Exchange at www.hkexnews.hk and our Company’s website at www.ztcon.com. If you require a
printed copy of this prospectus, you may download and print from the website addresses above.
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IMPORTANT NOTICE TO INVESTORS:
FULLY ELECTRONIC APPLICATION PROCESS

We have adopted a fully electronic application process for the Hong Kong Public Offering.
We will not provide any printed copies of this prospectus or any printed copies of any
application forms for use by the public.

This prospectus is available at the website of the Stock Exchange at www.hkexnews.hk, under
“HKEXnews > New Listings > New Listing Information”, and our website at www.ztcon.com.
If you require a printed copy of this prospectus, you may download and print from the
website addresses above.

To apply for the Hong Kong Public Offer Shares, you may:

(1) apply online through the eWhite Form service at www.ewhiteform.com.hk;

(2) apply through CCASS EIPO service to electronically cause HKSCC Nominees to apply on
your behalf, including by:

(i) instructing your broker or custodian who is a CCASS Clearing Participant or a CCASS
Custodian Participant to give electronic application instructions via CCASS terminals
to apply for the Hong Kong Public Offer Shares on your behalf; or

(i) (f you are an existing CCASS Investor Participant) giving electronic application
instructions through the CCASS Internet System (https://ip.ccass.com) or through the
CCASS Phone System by calling +852 2979 7888 (using the procedures in HKSCC’s
“An Operating Guide for Investor Participants” in effect from time to time). HKSCC
can also input electronic application instructions for CCASS Investor Participants
through HKSCC’s Customer Service Center at 1/F, One & Two Exchange Square, 8
Connaught Place, Central, Hong Kong by completing an input request.

If you have any question about the application for the Hong Kong Public Offer Shares, you may
call the enquiry hotline of our Hong Kong Share Registrar, Boardroom Share Registrars (HK)
Limited, at +852 2153 1688 on the following dates and times:

Monday, 20 March 2023 — 9:00 a.m. to 6:00 p.m.

Tuesday, 21 March 2023 — 9:00 a.m. to 6:00 p.m.

Wednesday, 22 March 2023 — 9:00 a.m. to 6:00 p.m.
Thursday, 23 March 2023 — 9:00 a.m. to 12:00 noon

We will not provide any physical channels to accept any application for the Hong Kong Public
Offer Shares by the public. The contents of the electronic version of this prospectus are identical
to the printed prospectus as registered with the Registrar of Companies in Hong Kong pursuant to
section 342C of the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

If you are an intermediary, broker or agent, please remind your customers, clients or principals,
as applicable, that this Prospectus is available online at the website addresses above.

Please refer to the section headed “How to Apply for the Hong Kong Public Offer Shares” in this
prospectus for further details of the procedures through which you can apply for the Public Offer
Shares electronically.
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Your application through the eWhite Form service or the CCASS EIPO service must be for a
minimum of 2,000 Hong Kong Public Offer Shares and in one of the numbers set out in the table
below. You are required to pay the amount next to the number you select.

NUMBER OF HONG KONG PUBLIC OFFER SHARES THAT MAY BE APPLIED FOR
AND PAYMENTS

No. of No. of No. of
Hong Kong Public Hong Kong Public Hong Kong Public
Offer Shares Amount payable on Offer Shares Amount payable on Offer Shares Amount payable on
applied for application applied for application applied for application
HKS HK$ HKS
2,000 2,585.81 32,000 41,373.08 800,000 1,034,327.05
4,000 5,171.64 36,000 46,544.71 1,200,000 1,551,490.55
6,000 1,75745 40,000 51,716.35 1,600,000 2,008,654.08
8,000 10,343.28 80,000 103,432.70 2,000,000 2,585,817.60
10,000 12,929.09 120,000 155,149.06 2,400,000 3,102,981.12
12,000 15,514.90 160,000 206,865.41 2,800,000 3,620,144.65
14,000 18,100.72 200,000 258,581.75 3,200,000 4,137,308.15
16,000 20,686.54 240,000 310,298.11 3,600,000 4,654471.68
18,000 2321235 280,000 362,014.47 4,000,000 5,171,635.20
20,000 25,858.18 320,000 413,730.81 6,000,000 1,757452.80
24,000 31,029.82 360,000 465,447.17
28,000 36,201.44 400,000 517,163.52 * Maximum Number of Hong Kong Public Offer
Shares you may apply for

No application for any other number of Hong Kong Public Offer Shares will be considered and

any such application is liable to be rejected.



EXPECTED TIMETABLE

If there is any change in the following expected timetable of the Hong Kong Public
Offering, we will issue an announcement on the websites of the Stock Exchange at

www.hkexnews.hk and our Company at www.ztcon.com.

Date "

Hong Kong Public Offering commences on .. ..................... ... .... 9:00 a.m. on
Monday, 20 March 2023

Latest time to complete electronic applications under
the eWhite Form service through the designated website at
www.ewhiteform.com.hk . ... ... .. ... ... .. .. 11:30 a.m. on
Thursday, 23 March 2023

Application lists of the Hong Kong Public Offering open © ... ... ............ 11:45 a.m. on
Thursday, 23 March 2023

Latest time for (a) completing payment for eWhite Form
applications by effecting PPS payment transfer(s) and (b) giving
electronic application instructions to HKSCC ™. ... ... ... .. ....... ... 12:00 noon on
Thursday, 23 March 2023

If you are instructing your broker or custodian who is a CCASS Clearing Participant or a CCASS
Custodian Participant to give electronic application instructions via CCASS terminals to apply
for the Hong Kong Public Offer Shares on your behalf, you are advised to contact your broker or
custodian for the latest time for giving such instructions which may be different from the latest

time as stated above.

Application lists of the Hong Kong Public Offering close .. ........... ... .. 12:00 noon on
Thursday, 23 March 2023

Expected Price Determination Date ® ... ....................... Thursday, 23 March 2023

Announcement of the final Offer Price, the levels of indication of
interest in the International Placing, the level of applications in
the Hong Kong Public Offering and the basis of allocation of
the Hong Kong Public Offer Shares to be published on the
website of the Stock Exchange at www.hkexnews.hk and our
©® on or before. .......... Wednesday, 29 March 2023

Company’s website at www.ztcon.com



EXPECTED TIMETABLE

Announcement of results of allocations in the Hong Kong Public
Offering (with successful applicants’ identification document
numbers, where appropriate) to be available through a variety of
channels as described in the section headed “How to Apply for
the Hong Kong Public Offer Shares —
11. Publication of results” in this prospectus from.............. Wednesday, 29 March 2023

Results of allocations in the Hong Kong Public Offering to be
available at www.ewhiteform.com.hk/results with a
“search by ID” function from. ... ....... ... ... ... ....... Wednesday, 29 March 2023

Despatch/collection of share certificates or deposit of share
certificates into CCASS in respect of wholly or partially
successful applications pursuant to the Hong Kong Public
Offering on or before ® .. ... .. ... ... . ... ... ... ... ... ... Wednesday, 29 March 2023

Despatch of eWhite Form e-Refund payment instructions/refund
cheques in respect of wholly successful (in the event that the
final Offer Price is less than initial price per Hong Kong Public
Offer Share payable on application) and wholly or partially
unsuccessful applications pursuant to the Hong Kong Public
Offering on or before ™ ® . ... ... ... Wednesday, 29 March 2023

Dealings in the Shares on the Stock Exchange to commence at . ................ 9:00 a.m. on
Thursday, 30 March 2023

— 11 =



EXPECTED TIMETABLE

Notes:

(1)

(2

(3)

(C))

(5)

(6)

)

All times and dates refer to Hong Kong local times and dates except as otherwise stated. Details of the structure of
the Global Offering, including its conditions of the Hong Kong Public Offering, are set out in “Structure and
conditions of the Global Offering” in this prospectus. If there is any change in this expected timetable, an

announcement will be published on the website of the Stock Exchange at www.hkexnews.hk and the website of our

Company at www.ztcon.com.

You will not be permitted to submit your application to the eWhite Form Service Provider through the designated

website at www.ewhiteform.com.hk after 11:30 a.m. on the last day for submitting applications. If you have

already submitted your application and obtained a payment reference number from the designated website prior to
11:30 a.m., you will be permitted to continue the application process (by completing payment of application

monies) until 12:00 noon on the last day for submitting applications, when the application lists close.

If there is a “black” rainstorm warning, a tropical cyclone warning signal number eight or above and/or Extreme
Conditions in force in Hong Kong at any time between 9:00 a.m. and 12:00 noon on Thursday, 23 March 2023, the
application lists will not open and close on that day. Please refer to “How to apply for the Hong Kong Public Offer
Shares — 10. Effect of bad weather on the opening of the application lists” in this prospectus. If the application
lists do not open and close on Thursday, 23 March 2023, the dates mentioned in this section may be affected.

Applicants who apply for the Hong Kong Public Offer Shares by giving electronic application instructions to
HKSCC via CCASS or instructing your broker or custodian to apply on your behalf via CCASS should refer to the
section headed “How to Apply for the Hong Kong Public Offer Shares — 6. Applying Through CCASS EIPO
Service” in this prospectus.

The Price Determination Date, being the date on which the final Offer Price is to be determined, is expected to be
on or around Thursday, 23 March 2023 and in any event, not later than Tuesday, 28 March 2023. If, for any reason,
the final Offer Price is not agreed by Tuesday, 28 March 2023 between the Joint Overall Coordinators and the Joint
Global Coordinators (for themselves on behalf of the Underwriters) and us, the Global Offering will not proceed
and will lapse.

None of the websites or any of the information contained on the websites form part of this prospectus.

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

identity card number or passport number may invalidate or delay encashment of the refund cheque.

—iii -
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(8)

Applicants who have applied on eWhite Form for 1,000,000 or more Hong Kong Public Offer Shares may collect
any refund cheques (where applicable) and/or Share certificates in person from our Hong Kong Branch Share
Registrar, Boardroom Share Registrars (HK) Limited from 9:00 a.m. to 1:00 p.m. on Wednesday, 29 March 2023 or
such other date as notified by us as the date of dispatch/collection of Share certificates/e-Refund payment

instructions/refund cheques.

Individuals who are eligible for personal collection must not authorise any other person(s) to make collection on
their behalf. Corporate applicants which opt for personal collection must attend by their authorised representative(s)
bearing a letter of authorisation from such corporation(s) stamped with the corporation’s chop. Both individuals and
authorised representatives (if applicable) must produce, at the time of collection, evidence of identity acceptable to

our Hong Kong Branch Share Registrar.

Applicants who have applied for Hong Kong Public Offer Shares through CCASS should refer to the section
headed “How to Apply for the Hong Kong Public Offer Shares — 14. Despatch/collection of share certificates and
refund monies — Personal collection — (b) If you apply through CCASS EIPO service” for details.

Applicants who have applied through the eWhite Form service and paid their applications monies through single
bank accounts may have refund monies (if any) dispatched to the bank account in the form of e-Refund payment
instructions. Applicants who have applied through the eWhite Form service and paid their application monies
through multiple bank accounts may have refund monies (if any) dispatched to the address as specified in their

application instructions in the form of refund cheques by ordinary post at their own risk.
Share certificates and/or refund cheques for applicants who have applied for less than 1,000,000 Hong Kong Public
Offer Shares and any uncollected Share certificates and/or refund cheques will be dispatched by ordinary post, at

the applicants’ risk, to the addresses specified in the relevant applications.

For further information, applicants should refer to the paragraph headed “How to Apply for the Hong Kong Public
Offer Shares — 14. Despatch/collection of share certificates and refund monies” in this prospectus.

You should read carefully the sections headed ‘“Structure and conditions of the Global

Offering” and “How to apply for the Hong Kong Public Offer Shares” in this prospectus for

details.

Share certificates are expected to be issued on Wednesday, 29 March 2023 but will only

become valid evidence of title provided that the Global Offering has become unconditional in

all respect and neither of the Underwriting Agreements has been terminated in accordance

with its terms. Investors who trade Shares on the basis of publicly available allocation details

prior to the receipt of share certificates or prior to the share certificates becoming valid

evidence of title do so entirely at their own risk.

— v —
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IMPORTANT NOTICE TO INVESTORS

This prospectus is issued by our Company solely in connection with the Hong Kong Public
Offering and the Hong Kong Public Offer Shares and does not constitute an offer to sell or a
solicitation of an offer to buy any security other than the Hong Kong Public Offer Shares
offered by this prospectus pursuant to the Hong Kong Public Offering. This prospectus may not
be used for the purpose of, and does not constitute, an offer to sell or a solicitation of an offer
to buy in any other jurisdiction or in any other circumstances. No action has been taken to
permit a public offering of the Offer Shares or the distribution of this prospectus in any
jurisdiction other than Hong Kong. The distribution of this prospectus and the offering of the
Offer Shares in other jurisdictions are subject to restrictions and may not be made except as
permitted under the applicable securities laws of such jurisdictions pursuant to registration
with or authorisation by the relevant securities regulatory authorities or an exemption

therefrom.

You should rely only on the information contained in this prospectus to make your

investment decision.

We have not authorised anyone to provide you with information that is different from what

is contained in this prospectus.

Any information or representation not included in this prospectus must not be relied on by
you as having been authorised by us, the Joint Overall Coordinators, the Joint Global
Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Capital Market
Intermediaries, the Sole Sponsor, any of the Underwriters, any of our or their respective

directors or any other person or party involved in the Global Offering.

Please note that the totals set forth in the tables in this prospectus may differ from the sum

of individual items in such tables due to rounding.
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SUMMARY

This summary aims at giving you an overview of the information contained in this
prospectus. Because this is a summary, it does not contain all the information that may be
important to you. You should read this prospectus in its entirety, including our financial
statements and the accompanying notes, before you decide to invest in the Offer Shares. There
are risks associated with any investment. Some of the particular risks in investing in the Offer
Shares are set out in the “Risk factors” in this prospectus. You should read that section
carefully before you decide to invest in the Offer Shares. Various expressions used in this

summary are defined in “Definitions” and “Glossary” in this prospectus.

BUSINESS OVERVIEW

We are a general contracting construction group in Hunan Province with over 40 years of
operating history. According to the F&S Report, we (i) were one of the top ten non-state owned
construction enterprises in terms of construction revenue in 2021 among 3,438 non-state owned
construction enterprises in Hunan Province with a market share of approximately 0.2% in 2021;
and (ii) ranked the fifth among 302 non-state owned construction enterprise with first grade
general contractor qualification in Hunan Province in terms of construction revenue in 2021, with
a market share of approximately 0.4% in 2021. In 2021, Hunan Province accounts for
approximately 4.5% of the market size of construction industry in the PRC. We possess six
first-grade construction qualifications (i) first-grade qualification in building construction general
contracting (EEEE LM TH/RE S M); (ii) first-grade qualification in municipal and public
construction general contracting (B LA TAREF 8%); (iii) first-grade qualification in
building renovation and decoration specialised contracting CRFEFE RN TRHEERATHR); (v)
first-grade qualification in steel structure construction specialised contracting (il 4% #5 T2 5 357K
15 #); (v) first-grade qualification in foundation construction specialised contracting (Hh &g
THRHEZEREZH); and (vi) first-grade qualification in lifting equipment installation construction
specialised contracting (5 S %4 THEH ER 15 H). We also possess six other second-grade
and third-grade contracting qualifications covering aspects such as electrical and mechanical
construction, curtain wall construction, highway construction, water resources and electric power
construction and environmental protection construction. For details, please refer to the section

headed “Business — Licences, qualifications and permits” in this prospectus.



SUMMARY

We were granted various awards for achieving high standards in construction quality,
including the National Quality Project Silver Award ([ 88 TFE4R'E 4¢), the Furong Prize (3%
#¢4%), being the highest honour for construction quality in Hunan awarded by Hunan Construction
Industry Association (155 & @ ZER€), and Shennong Prize (FH R 88, being the highest honour
for construction quality in Zhuzhou awarded by Zhuzhou Construction Industry Association (F&IM
MW €). In addition, we were also awarded various accolades in recognition of our
emphasis on work safety. For details of the accolades obtained by our Group, please refer to the
section headed “Business — Our business operations — Awards and recognitions” in this

prospectus.

During the Track Record Period, we primarily focused on the provision of construction
services comprising (i) civil building construction services, provision of construction contracting
mainly as general contractor for residential, industrial and commercial construction projects; (ii)
municipal works construction services, which mainly consisted of construction of urban roads,
education institutions, sports stadiums and water supply works; (iii) foundation works services
which include foundation construction as well as earthwork construction; (iv) prefabricated steel
structure construction services; and (v) other specialised contracting works which includes building
renovation and decoration construction specialised contracting. We provide comprehensive
construction services to customers throughout the construction process from project procurement,
management, construction to supervision and to a lesser extent, we also engage in the provision of

construction machinery and equipment service.

Being the fifth-ranked non-state owned construction enterprise with first grade contractor
qualification in Hunan Province in terms of construction revenue in 2021 and having an operating
history of over 40 years, we are well-positioned to benefit from the continuous development of
Hunan Province. As part of our development plan, we have tapped into the Hainan market since
2010 and as at the Latest Practicable Date, we have 24 branch offices across various provinces in
the PRC.

We have been dedicated to R&D for improvements in our construction know-how essential
for the advancement of our construction efficiency and quality, which in turn enhance our
competitiveness within the construction industry. For details, please refer to the section headed

“Business — Our business operations — R&D and know-how” in this prospectus.
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The following table sets forth a breakdown of our revenue, gross profit and gross profit
margin by business segment for the periods indicated:

FY2019 FY2020 Y201 30221 QU2

Gross Gross Gross Gross Gross
Gross ~ profit Gross ~ profit Gross ~ profit Gross ~ profit Gross — profit
Revenue  profit ~ margin -~ Revenue  profit ~ margin  Revenue  profit  margin  Revenue  profit  margn  Revenue  profit  margin

RMB'000  RMB'000 % RMB'000  RMB'000 % RMB000  RMB'000 % RMB'000  RMB'000 % RMB'000  RMB'000 %
(unandited) (unaudited)
Construction contracts
Civil building construction . .~ 888,497 90927 102 1031904 107412 04 88529 9543 108 657407 67180 102 670050 65438 98
Municipal works construction .~ 669,011 67,839 100 48503 54039 | IS S X ] 98 260359 26338 100 461373 49883 108

Foundation works . . . . . 4p162 11882 §1 10067 947 17 1419 178 68 SLlel 4933 61 2245 1405 63
Prefabricated steel structure

construction . . ... 650 UM I3 106345 12991 2239760 45293 0230508 40673 13320253 27980 138
Other specialised contracting

works (Note) . . . . . . 4606 358 g 1m s w23 13§ 220 171 37% 1613 41
Swbgotal . ... 1815986 181343 100 1761206 185921 106 L4130 192807 106 1318874 14134 1071360237 146379 108

Provision of construction
machinery and equipment
seviee . .. ... L. 5930 2,100 354 8,004 3,193 367 9,254 2750 97 6518 2433 313 5193 2183 kN

Total revenue/total gross
profit/average gross profit
margn . ... ... 1821916 183,443 101 1769900 189,114 107 182338 195647 1071325392 143787 109 1366030 148,362 109

Note: Our other specialised contracting works mainly include building renovation and decoration works.
The table below sets forth the details of the movements of the number of on-going
construction projects and completed construction projects of our Group during the Track Record

Period and up to the Latest Practicable Date:

After Track Record Period

and up to the Latest
FY2019 FY2020 FY2021 3Q2022 Practicable Date
Number of Number of Number of Number of Number of

contracts Contract contracts Contract contracts Contract contracts Contract contracts Contract
attributed Sum® attributed Sum® attributed Sum® attributed Sum® attributed Sum®

RMB’000 RMB’000 RMB’000 RMB’000 RMB’000

Opening on-going projects(” 172 5,928,010 135 5,663,392 141 7,109,593 146 7,578,404 143 8,701,599
Add: new construction

projects contracted . . . . 33 1,139,565 43 2356,557 371225156 22 1,630,394 18 438901
Deduct: construction projects

completed” . . ... .. 70 1,404,183 37 910,356 32 756,345 25 507,199 20 51,29
(losing on-going

construction projects . . . 135 5,603,392 141 7,109,593 146 7,578,404 143 8,701,599 140 8,629,210
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Notes:

1 Opening on-going projects represented projects that have confirmed engagements, excluding (i) those inactive and
immaterial projects which generated aggregate revenue and incurred aggregate costs of less than RMB10,000 each
over the Track Record Period; and (ii) new contracted construction projects for the corresponding financial
year/period.

2 A construction project is considered completed when (i) an acceptance of project completion inspection report
issued by the relevant government authority(ies) has been issued; or (ii) revenue has been fully recognised with
respect to contract sum as amended from time to time. Please refer to the section headed “Business — Operation

process — Customer inspection and acceptance” in this prospectus for further details.
3 Contract sums do not include any variation orders and/or VAT.

4 Part of the closing contract sum of on-going projects has already been recognised as revenue by our Group during
the Track Record Period and up to the Latest Practicable Date.

CUSTOMERS AND SUPPLIERS

Our customers include government entities, state-owned enterprises and state-invested
enterprises (collectively, the “Government-related Entities”) and private enterprises. For FY2019,
FY2020, FY2021 and 3Q2022, approximately RMB662.9 million, RMB453.3 million, RMB447.7
million and RMB676.5 million of our revenue was generated from the Government-related
Entities, representing 36.4%, 25.6%, 24.6% and 49.5% of our total revenue during the same
period, respectively. For each of FY2019, FY2020, FY2021 and 3Q2022, revenue from our top
five customers amounted to approximately RMB841.7 million, RMB796.6 million, RMB&846.0
million and RMB579.7 million, respectively, accounting for 46.2%, 45.0%, 46.4% and 42.4% of
our total revenue, respectively. Revenue from our largest customer for each of FY2019, FY2020,
FY2021 and 3Q2022 amounted to approximately RMB328.5 million, RMB312.1 million,
RMB367.7 million and RMB223.2 million, respectively, accounting for 18.0%, 17.6%, 20.2% and
16.3% of our total revenue, respectively. During the Track Record Period, except for the EPC
Tripartite Framework Agreement, we did not have any long-term strategic cooperation agreement
with our customers. For details, please refer to the section headed “Business — Customers and

suppliers — Customers” in this prospectus.

Our suppliers mainly include raw materials suppliers, subcontractors for labour services and
subcontractors for specialised construction works. For each of FY2019, FY2020, FY2021 and
3Q2022, purchase from our top five suppliers amounted to approximately RMB357.9 million,
RMB322.3 million, RMB474.5 million and RMB298.3 million, respectively, accounting for 21.8%,
20.3%, 29.2% and 24.5% of our total cost of sales, respectively. Purchase from our largest supplier
for each of FY2019, FY2020, FY2021 and 3Q2022 amounted to approximately RMB138.0 million,
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RMB97.1 million, RMB158.5 million and RMB74.9 million, respectively, accounting for 8.4%,
6.1%, 9.7% and 6.2% of our total cost of sales, respectively. For details, please refer to the section

headed “Business — Customers and suppliers — Suppliers” in this prospectus.

During the Track Record Period, we engaged subcontractors to provide labour subcontracting
services and certain specialised construction services such as curtain wall construction, installation
of lifts, waterproofing and fireproofing works. For each of FY2019, FY2020, FY2021 and 3Q2022,
the total labour and construction subcontracting fees paid by us to our subcontractors amounted to
approximately RMB569.0 million, RMB569.6 million, RMB644.4 million and RMB502.1 million,
respectively, accounting for approximately 34.7%, 36.0%, 39.6% and 41.2% of our total cost of

sales, respectively.

During the Track Record Period and up to the Latest Practicable Date, we have not been
subjected to any material penalties as a result of the delay of work and/or other quality and safety
issues caused by our subcontractors. Our Directors have weighed the benefits and costs for
insurance coverage as a result of delay of work or quality issues arising from the subcontractors
and consider that there is no specific need to arrange insurance policies to cover the risk
associated with the engagement of subcontractors given the low historical risk in this area during
the Track Record Period. As advised by our PRC Legal Advisers, we maintained insurance policies
that are required under PRC laws and regulations. According to F&S, it is also in line with the
customary practice in China that construction contractors will not carry out any business
interruption insurance policies, including the coverage of the risk associated with the engagement
of subcontractors. Our Directors consider that our existing insurance coverage is in line with

industry norm and is sufficient for our current operations.

OVERLAPPING OF CUSTOMERS AND SUPPLIERS

Hangxiao Technology had been both a customer and a supplier of our Group during the Track
Record Period. Hangxiao Technology is our deemed connected person. For details, please refer to

the section headed “Connected Transactions” in this prospectus.

Hangxiao Technology is principally engaged in the design and manufacture of steel structure.
During the Track Record Period, Hangxiao Technology acted as our supplier for steel construction
products or processing services. On the other hand, two construction projects of our Group were
also engaged by Hangxiao Technology to construct the building base and R&D building of
Hangxiao Technology. Our gross profit for such sales amounted to approximately RMB7.2 million,
RMB3.0 million, RMB1.2 million and RMBO0.2 million, respectively, for FY2019, FY2020,
FY2021 and 3Q2022, representing approximately 3.9%, 1.6%, 0.6% and 0.1% of our total gross
profit during the same period. For details, please refer to the section headed “Business —

Customers and suppliers — Overlapping of customers and suppliers” in this prospectus.
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COMPETITIVE STRENGTHS

We have the following competitive strengths which differentiate our Group from our
competitors: (i) we have long operating history in Hunan Province; (ii) we leverage our broad
range of regulated qualifications to undertake a wide range of construction projects; (iii) we are a
renowned market player in the construction industry in Hunan Province as demonstrated by
numerous awards accredited to us; (iv) we possess R&D capabilities and expertise in developing
know-how for construction use; (v) we are well-positioned to embrace the latest development trend
of prefabricated construction method and EPC model in the PRC; and (vi) our experienced and
dedicated senior management team and highly skilled personnel in construction industry. For

details, please refer to the section headed “Business — Competitive strengths” in this prospectus.

BUSINESS STRATEGIES

We strive to attain sustainable growth and continue to leverage our market position in the
competitive construction industry and seek to promote long-term shareholder value by
implementing the following business strategies: (i) expand business through funding our capital
needs and cash flows for upcoming projects and enhance our market presence to capture more
business opportunities; (ii) invest in construction machinery and equipment to enhance our
technical equipment capability; (iii) further strengthen our R&D capabilities to embrace the latest
development trend of PRC construction industry; (iv) capture the opportunities arising from the
latest development trend of EPC model and green building including prefabricated construction
method in the PRC; and (v) strive to secure more projects from Government-related Entities. For

details, please refer to the section headed “Business — Business strategies” in this prospectus.

In light of the growing business scale, to enhance the accountability of the persons-in-charge
of the construction projects and in line with the industry practice, we had formally put in place a
project management responsibility system for better monitoring of our construction projects with
reference to the Predecessor Construction Project Management Code and the Construction Project
Management Code since 2017. The Directors considered that the project management
responsibility system is mutually beneficial to us and to the persons-in-charge of the projects. Our
PRC Legal Advisers is of the view that (i) the signing of the responsibility letter under the project
management responsibility system is not regarded as a circumvention of the law against illegal act
of qualification affiliation; (ii) the purpose of the project management responsibility system is to
enable the person-in-charge to take up additional responsibilities in accordance with the
Construction Project Management Code and does not contradict the person-in-charge’s capacity as
an employee of our Group; and (iii) the project management responsibility system is in compliance
with all the relevant rules and regulations during the Track Record Period and up to the Latest

Practicable Date.
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The table below sets forth a comparison of number and contract sum of projects as to
whether they were managed under the project management responsibility system as at the dates

indicated:

As at 31 December As at 30 September
2019 2020 2021 2022
Contract Contract Contract Contract
Number sum of Number sum of Number sum of Number sum of
of projects of projects of projects of projects

projects % (RMB'000) % projects % (RMB000) % projects %  (RMB'000) % projects % (RMB'000) %
Projects under project
management responsibility
system ... 526 3079857 sel S0 355 5035840 708 44 300 4267672 563 33 231 377420 434
Projects not under project
management responsibility
system L L. 04 474 248355 439 91 645 2073753 292 102 699 3310732 437 10 769 4927389 56.6

Number of person-in-charge

involved in the relevant

projects . . .. ... .. 10 75 76 59
Total amounts of responsibility
deposits (RMB000) . . . .32,252.7 36,402.5 34,820.0 25,269.7

Average percentage of
responsibility deposits
paid as a percentage of
contract sum . . . . . . . 1.0% 0.7% 0.8% 0.7%

Each project is assessed individually in determining whether the project should be managed
under the project management responsibility system. During the Track Record Period, our number
of projects managed under the project management responsibility system decreased from 71
projects as at 31 December 2019 to 50 projects as at 31 December 2020 and further decreased to
44 projects and 33 projects as at 31 December 2021 and 30 September 2022, respectively. As at 31
December 2019, 2020 and 2021 and 30 September 2022, 52.6%, 35.5%, 30.1% and 23.1% of our
projects (in terms of numbers) and 56.1%, 70.8%, 56.3% and 43.4% of our projects (in terms of
contract sum), respectively, were managed under the project management responsibility system.
The decrement of the percentage of our projects managed under the project management
responsibility system, in terms of both numbers and contract sum from 31 December 2019 to 30
September 2022 was mainly due to the number of projects completed was more than the number of
new projects under the project management responsibility system for the relevant year during the
Track Record Period. In particular, the decrement of the balance of responsibility deposits from
RMB34.8 million as at 31 December 2021 to RMB25.3 million as at 30 September 2022 was

mainly due to (i) the project assessment process of a new construction contract secured by our
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Group with large contract sums in 2022 has not yet commenced as at 30 September 2022; and (ii)
some on-going projects based on project assessment process are not required to be managed under

the project management responsibility system.

As at 31 December 2019, 2020 and 2021 and 30 September 2022, the average responsibility
deposits paid as a percentage of contract sum represented approximately 1.0%, 0.7%, 0.8% and
0.7%, respectively. The decrement of the percentage from 1.0% as at 31 December 2019 to 0.7%
as at 31 December 2020 and remained stable as at 31 December 2021 and 30 September 2022 was
due to the fact that more sizable projects are managed under the project management responsibility
system from FY2020 onwards, which is in-line with our increasing total contract sums of on-going

projects.

For further details, please refer to the paragraph headed “Business — Operation process —

Project implementation phase — Project management responsibility system” in this prospectus.

OUR SHAREHOLDERS AND PRE-IPO INVESTMENT

Immediately after completion of the Capitalisation Issue and the Global Offering (without
taking into account any Share that may be allotted and issued upon the exercise of the
Over-allotment Option and any option which may be granted under the Share Option Scheme), our
Company will be owned as to approximately 55.62% by ZT (A), an investment holding company
incorporated in the BVI owned by 79 individual shareholders, including 12 individuals who are
directors or senior management members of our Group or their associates as to approximately
49.04% in aggregate and the balance by 67 individuals who are Independent Third Parties
including our employees. For details, please refer to the sections headed “History, Development

and Reorganisation” and “Relationship with our Controlling Shareholder” in this prospectus.

On 9 March 2020, Ms. Yang Shufen subscribed for approximately 1.09% of the equity
interest in Jicai Trading for a consideration of the HKD equivalent of approximately RMB2.39
million. Immediately upon completion of the Capitalisation Issue and the Global Offering (without
taking into account any Share that may be allotted and issued upon the exercise of the
Over-allotment Option and any option which may be granted under the Share Option Scheme), Ms.
Yang Shufen will be interested in approximately 0.82% of the issued share capital of our
Company. For further details, please refer to the section headed “History, Development and

Reorganisation — Pre-IPO Investment” in this prospectus.
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SELECTED FINANCIAL INFORMATION

The following table is the consolidated statements of profit or loss and other comprehensive
income of our Group during the Track Record Period, extracted from the Accountants’ Report in

Appendix I to this prospectus.

FY2019 FY2020 FY2021 3Q2021 3Q2022
RMB’000 RMB’000 RMB’000 RMB’000 RMB’000
(unaudited)
Revenue. . . .. ........... 1,821,916 1,769,900 1,823,384 1,325,392 1,366,030
Gross profit . . ... ........ 183,443 189,114 195,647 143,787 148,562
Profit before taxation . . . . . . . 59,594 59,537 72,015 56,768 58,934
Profit and other comprehensive
income for the year ... ... 50,860 49,599 61,903 47,791 51,166
Profit and other comprehensive
income for the year
attributable to
Owners of the Company . . . . .. 49,778 48,533 60,570 47,697 50,832
Non-controlling interests . . . . . . 1,082 1,066 1,333 94 334
50,860 49,599 61,903 47,791 51,166

Revenue

Our revenue increment was mainly due to the increase in revenue generated from
construction contracts. Revenue generated from construction contracts slightly decreased by
RMB54.8 million or 3.0% from approximately RMB1,816.0 million in FY2019 to RMB1,761.2
million in FY2020. The decrement in FY2020 was mainly due to decrement in revenue generated
from other specialised contracting works, municipal works construction and foundation works of
approximately RMB31.8 million, RMB184.0 million and RMB26.1 million, respectively, while
partially net-off by the increment in civil building construction and prefabricated steel structure
construction of approximately RMB143.4 million and RMB43.7 million, respectively. Our revenue
generated from construction contracts increased by approximately RMB52.9 million or 3.0% from
approximately RMB1,761.2 million in FY2020 to approximately RMB1,814.1 million in FY2021.
The increment was mainly due to increase in revenue generated from prefabricated steel structure
construction works, which grew by approximately RMB263.4 million or 247.7% while partially
net-off by the decrement in (i) revenue generated from civil building construction of approximately
RMB146.6 million or 14.2%; and (ii) revenue generated from municipal works construction of
approximately RMB57.3 million or 11.8%. For 3Q2022, our revenue generated from construction

contracts increased by approximately RMB41.4 million or 3.1% from approximately RMB1,318.9

_9_
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million for 3Q2021 to approximately RMB1,360.2 million for 3Q2022. The increment was mainly
due to the increase in revenue generated from municipal works construction works, which grew by
approximately RMB199.0 million or 75.9% while partially net-off by the decrement in revenue
generated from prefabricated steel structure construction works of approximately RMB102.5
million or 33.6%.

Gross profit and gross profit margin

Our Group’s gross profit increased from approximately RMB183.4 million in FY2019 to
RMB189.1 million in FY2020 and further increased to RMB195.6 million in FY2021. Our Group’s
overall gross profit margins increased from approximately 10.1% in FY2019 to 10.7% in FY2020
and remained at 10.7% in FY2021. In 3Q2022, our gross profit was approximately RMB148.6
million and gross profit margin was further increased to approximately 10.9%. The primary reason
leading to our growth in gross profit margins was that we were able to undertake construction
projects with higher gross margins through careful selection of tenders to submit and our Group’s
tighten control on major costs such as labour costs and labour subcontracting costs (which in
aggregate accounted for approximately 20% to 35% of the total cost of sales during each of
FY2019, FY2020, FY2021 and 3Q2022) by shifting our Group’s own labour costs to labour
subcontractors for performing certain labour intensive construction process in order to maximise

cost efficiency and flexibility.

Net profit

Our Group’s net profit decreased slightly from RMB50.9 million for FY2019 to RMB49.6
million for FY2020, which was mainly attributable to the increase in Listing expenses and
administrative expenses for FY2020. Our Group’s net profit increased from RMB49.6 million for
FY2020 to RMB61.9 million for FY2021, which was mainly attributable to the increase in revenue
and the decrease in (i) impairment on financial and contract asset and (ii) finance costs. Our
Group’s net profit increased from RMB47.8 million for 3Q2021 to RMB51.2 million for 3Q2022,
which was mainly attributable to the increase in gross profit and partially net-off by the decrease

in other income and other gains.
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Our consolidated statements of financial position as at each of the year ended during the
Track Record Period set forth below are extracted from the Accountants’ Report set out in

Appendix I to this prospectus:

As at
As at 31 December 30 September

2019 2020 2021 2022

RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets. .. ............. 35,295 29,281 28,001 25,386
Current assets . .. ................ 1,830,814 1,940,111 1,855,653 1,790,091
Current liabilities . ............... 1,685,707 1,737,177 1,589,486 1,466,246
Total assets less current liabilities . .. 180,402 232,215 294,168 349,231
Non-current liabilities . . ... ........ 657 28 — 3,855
Net current assets . ............... 145,107 202,934 266,167 323,845
Netassets ... ..o, 179,745 232,187 294,168 345,376
Non-controlling interests. .......... 6,484 7,573 8,906 9,240

Net current assets

Net current assets increased from approximately RMB145.1 million as at 31 December 2019
to approximately RMB202.9 million as at 31 December 2020 mainly due to the increase in
contract assets and trade, bills and other receivables of approximately RMBS53.6 million and
RMB45.9 million, respectively, which was in line with the net profit of approximately RMB49.6
million generated in FY2020. The increase was partly offset by an increase in accruals and other
payables of approximately RMB68.9 million. Our net current assets further increased from
approximately RMB202.9 million as at 31 December 2020 to approximately RMB266.2 million as
at 31 December 2021, primarily due to decrease in trade and bills payables by approximately
RMB175.6 million, partially offset by the decrease in trade, bills and other receivables and
contract assets by approximately RMB77.3 million and RMB11.1 million, respectively. Our net
current assets continued to increase from approximately RMB266.2 million as at 31 December
2021 to approximately RMB323.8 million as at 30 September 2022 mainly due to increase in cash
and cash equivalents by approximately RMB37.9 million.
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Net assets

Net assets increased by RMB52.4 million from approximately RMB179.7 million as at 31
December 2019 to approximately RMB232.2 million as at 31 December 2020 mainly due to (i) our
Group’s profit and total comprehensive income for the year of approximately RMB49.6 million in
FY2020 and (ii) increase in other reserve as a result of group reorganisation of approximately
RMB2.4 million. Our net assets further increased by approximately RMB62.0 million to
approximately RMB294.2 million as at 31 December 2021 and by approximately RMB51.2 million
to approximately RMB345.4 million as at 30 September 2022, primarily attributable to our
Group’s profit and total comprehensive income for the year/period of approximately RMB61.9
million in FY2021 and RMB51.2 million in 3Q2022, respectively.

For further details, please refer to the section headed “Financial Information — Discussion on
selected items of consolidated statements of financial position” in this prospectus and the
Consolidated Statements of Changes in Equity of the Accountants’ Report set out in Appendix I to

this prospectus.

The following table sets forth a summary of our consolidated statements of cash flows for the

periods indicated:

FY2019 FY2020 FY2021 3Q2021 3Q2022

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

Net cash (used in)/generated from

operating activities . . . .. ... 96,130 42,501 31,593 (64,438) (26,048)
Net cash (used in)/generated from

investing activities . . ... ... 66,569 7,110 (5,180) (5,022) (171)
Net cash generated from/(used in)

financing activities . . ... ... (150,231) (53,358) (14,145) 17,976 64,071
Net increase/(decrease) in cash

and cash equivalents . . . . . .. 12,468 (3,747) 12,268 (51,484) 37,852
Cash and cash equivalents at the

beginning of the year/period . . 68,117 80,585 76,838 76,838 89,106

Cash and cash equivalents at the
end of the year/period . . . . . . 80,585 76,838 89,106 25,354 126,958
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Cash flows

For 3Q2022, we recorded a profit before taxation of approximately RMBS58.9 million and net
cash used in operating activities of approximately RMB26.0 million. The cash outflow was
principally due to the decrease in trade and bills payables of approximately RMB298.5 million as
we made faster repayment for trade payables in 3Q2022, partially offset by the increase in accruals
and other payables of approximately RMB79.6 million due to increase in net VAT payables and the
decrease in trade, bills and other receivables of approximately RMB53.2 million because more
effort was put to collect trade receivables from our customers. For 3Q2021, we recorded a profit
before taxation of approximately RMB56.8 million and net cash used in operating activities of
approximately RMB64.4 million. The cash outflow was principally due to the increase in trade and
bills receivables of approximately RMB204.8 million, partially offset by the decrease in contract
assets of approximately RMB40.5 million and the increase in accruals and other payables of
approximately RMB31.9 million. As generally more trade receivables are settled towards the end

of a year, we typically generate net operating cash outflow in the first nine months of a year.

For FY2021, we recorded a profit before taxation of approximately RMB72.0 million and net
cash generated from operating activities of approximately RMB31.6 million. The cash inflow was
principally due to (i) our net profits of approximately RMB61.9 million generated during FY2021,
(ii) the decrease in trade, bills and other receivables and increase in accruals and other payables of
approximately RMB79.9 million and RMB49.9 million, respectively, partially offset by the
decrease in trade and bill payables of approximately RMB175.6 million.

For FY2020, we recorded a profit before taxation of approximately RMB59.5 million and net
cash generated from operating activities of approximately RMB42.5 million. The cash inflow was
principally due to our profits of approximately RMB49.6 million generated during FY2020, the
increase in trade and bills payable and accruals and other payables of approximately RMB&9.8
million, partly offset by increase in trade, bills and other receivables of approximately RMB51.6

million and contract assets of approximately RMBS55.8 million.

For FY2019, we recorded a profit before taxation of approximately RMB59.6 million and net
cash generated from operating activities of approximately RMB96.1 million. The result was
reflected in the increase in trade and bills payables of approximately RMB561.3 million, partially
offset by (i) an increase in contract assets of approximately RMB436.8 million in line with the
increase in revenue recognised from our construction services during the year; and (ii) an increase

in trade, bills and other receivables of approximately RMB188.2 million.
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The table below sets forth our major financial ratios as at the dates indicated:

Year ended/As at 31 December

Nine months
ended/As at
30 September

2019 2020 2021 2022
Gross profit margin (Note 1) . ... ........ 10.1% 10.7% 10.7% 10.9%
Net profit margin (Note 2) . ... ......... 2.8% 2.8% 3.4% 3.7%
Return on assets (Note 3) . ... .......... 2.7% 2.5% 3.3%  N/A (Note 11)
Return on equity (Note 4) . . . ........... 29.4% 22.1% 21.7%  NIA (Note 11)
Current ratio (Note 5) . .. ............. 1.1 times 1.1 times 1.2 times 1.2 times
Quick ratio (Note 6) . .. .............. 1.1 times 1.1 times 1.2 times 1.2 times
Interest coverage ratio (Note 7). . . ... ... .. 7.7 times 12.2 times 21.3 times 13.3 times
Net debt to equity ratio (Note §). . ... ... .. N/A (Note 10)  N/A (Note 10)  N/A (Note 10) 4.6%
Gearing ratio (Note 9) . ... ............ 44.0% 28.5% 22.7% 41.4%

Notes:

1. Gross profit margin = gross profit + revenue x 100%

2. Net profit margin = profit for the year/period + revenue x 100%

3. Return on assets = profit for the year + total assets x 100%

4. Return on equity = profit for the year + total equity attributable to owner of the Company x 100%

5. Current ratio = total current assets + total current liabilities

6. Quick ratio = (total current assets — inventories) <+ total current liabilities

7. Interest coverage ratio = profit before finance costs and income tax expense + finance costs

8. Net debt to equity ratio = (total interest-bearing debt including borrowings and lease liabilities net of cash and cash

equivalent) + total equity x 100%

9. Gearing ratio = (total interest-bearing debt including borrowings and lease liabilities) + total equity x 100%
10.  Net debt to equity ratio is not applicable to our Group as at 31 December 2019, 2020 and 2021 as our Group

recorded net cash as at 31 December 2019, 2020 and 2021.

11.  Return on assets and return on equity are calculated on a full year basis.

RECENT DEVELOPMENT

The Impact of the COVID-19 outbreak

According to the F&S Report, the construction industry in the PRC was affected by the
COVID-19 pandemic in the first quarter of 2020 and the resurgence of COVID-19 including the

highly transmissible Omicron variant, in various provinces across the PRC (the “Resurgence”) in

the first half of 2022 with short term adverse impacts on the delay in construction projects

schedule, shortage of construction labour resources and increasing labour costs due to various
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isolation measures imposed by the PRC Government on business and social activities, including
lockdowns, stringent travel restrictions, heightened quarantine measures and mandated temporary

suspension of business operations across certain regions.

Due to the outbreak of COVID-19, in 2020, we extended the duration of our Chinese New
Year’s holiday and our employees resumed work by 24 February 2020.

According to the F&S Report, the outbreak of COVID-19 in the PRC has generally delayed
the completion of the construction projects by 30 to 50 days in the PRC. During the Track Record
Period, all of our construction projects which are on-going immediately before the outbreak of
COVID-19 had encountered suspension for around 37.1 days on average due to the outbreak of
COVID-19 and had resumed on or before 1 April 2020. Based on the review of the status of all
such projects, the average delay in recognition of revenue due to the outbreak of COVID-19 is
estimated to be less than two months and the total revenue delayed in recognition of all of our
on-going projects amounted to approximately RMB91.7 million in FY2020, which has been fully
recognised in FY2020. In 2021 and 2022, we did not encounter any material suspension of projects
and are not subject to any penalties to our customers due to the COVID-19 pandemic and the
Resurgence. Despite containment measures, such as city lockdown, were imposed by the PRC
Government, the COVID-19 pandemic and the Resurgence has no material impacts on our business
operation because (i) so long as the construction workers complied with the movement restriction
rule imposed by the PRC Government, operation of construction projects are not restricted by the
PRC Government, and all of our customers decided not to suspend their construction projects and
(i1) our suppliers and subcontractors were also available to deliver the materials or services to us
without material delay during the COVID-19 pandemic and the Resurgence. Save as disclosed
above, up to the Latest Practicable Date, we did not encounter suspension of our projects due to
COVID-19.

The outbreak of the COVID-19 pandemic and the Resurgence did not have material impacts
on the progress of our construction projects, the financial position and viability of our customers
and business operation of our suppliers and subcontractors in relation to our projects during the
Track Record Period and as at the Latest Practicable Date.

Since the beginning of the COVID-19 outbreak and up to the Latest Practicable Date, during
the outbreak of COVID-19, we have not received any notice from (i) our customers to terminate
our existing projects or to demand penalties for delay in progress of our on-going projects due to
the outbreak of COVID-19; (ii) our suppliers or subcontractors to terminate its provision of raw
materials or subcontracting services; or (iii) our banks to terminate our bank loans or credit

facilities.
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For further details in relation to the outbreak of COVID-19, please refer to the section headed
“Risk Factors — The outbreak of COVID-19 or any other severe communicable disease could

adversely affect our Group’s financial positions and results of operations” in this prospectus.
Regulatory Developments on Overseas Listing

On 17 February 2023, the CSRC formally released the Trial Administrative Measures of
Overseas Securities Offering and Listing by Domestic Companies {38 X125 /M 817 75 75 A1 L i
EHHITHEE) (the “Trial Overseas Listing Measures”) and five filing guidelines, which are
expected to take effect on 31 March 2023. The Trial Overseas Listing Measures will regulate both
direct and indirect overseas offerings and listings of securities by PRC domestic companies by
adopting a filing-based regulatory regime. Where an issuer submits an application for initial public
offering for overseas offering or listing directly or indirectly, such issuer must file with the CSRC

within three business days after such application is submitted.

On 17 February 2023, the CSRC also held a press conference for the release of the Trial
Overseas Listing Measures and issued the Notice on Administration for the Filing of Overseas
Offering and Listing by Domestic Companies (B 7445 A 42655 S35 4T b i 52 45 S 2 PE s o),
which, among others, clarifies that companies which apply for an indirect overseas listing and
satisfy all of the following conditions shall be deemed as “existing applicants (/7= #3£)” and are
not required to complete the overseas listing filing immediately, but shall complete filings as
required if they conduct refinancing or are involved in other circumstances that require filing with
the CSRC: (i) the application for overseas offering or listing shall have been approved by the
relevant overseas regulatory authorities or stock exchanges (such as passing the hearing for the
listing application in Hong Kong) prior to 31 March 2023, (ii) the company is not required to
reapply for offering and listing procedures to the overseas regulatory authorities or securities
exchanges (such as a new hearing for the listing application in Hong Kong) after 31 March 2023,
and (iii) such overseas securities offering or listing shall be completed on or prior to 30 September
2023. For details, please refer to section headed “Regulatory Overview — Regulations Relating to

Overseas Listing” in this prospectus.

Based on the above and the current expected timetable of the Global Offering that the Listing
will take place before the effective date of the Trial Overseas Listing Measures, our PRC Legal
Advisers are of the view that we do not need to perform the record-filing procedures for the
Global Offering and the Listing.
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No material adverse change

Our business model remains unchanged subsequent to the Track Record Period. Subsequent to
the Track Record Period and up to the Latest Practicable Date, we have continued to focus on
construction contracting business, in which we have submitted 112 tender documents and have

been awarded 17 projects, representing a tender success rate of approximately 15.2%.

The following tables sets forth the breakdown of movement in contract value of backlog by
project type after the Track Record Period and as at the Latest Practicable Date including the new
contract value of construction project contracted and closing backlog of contract value for each
year, and estimated revenue expected to be recognised by project type for each year after the Track

Record Period, by business segments.

Movement of contract value of backlog after the Track Record Period and as at the Latest
Practicable Date and estimated revenue expected to be recognised by project type after the Track
Record Period

Ending
Contract ~ New contract contract value
value of value of of backlog as  Revenue Revenue Revenue
backlog as at  construction  Add/(less): at the Latest  expected to be expected to be expected to be
30 September  projects variation  Less: revenue  Practicable  recognised in  recognised in  recognised in
2022 contracted orders recognised Date FY2023 FY2024 FY2025

(Note 2) (Note 2) (Note 2)
RMB’000 RMB000 RMB’000 RMB’000 RMB'000 RMB’000 RMB’000 RMB000

Civil building construction . . . . . ... .. 2,355,851 136,632 92,423 27,116 2,367,790 1,406,983 641,081 319,726
Municipal works construction . . . . . . . .. 251,372 222,207 158,709 343,601 294,687 258,129 36,558 —
Foundation works . . . ... ........ 11,561 — 738 4533 7,766 7,644 122 —
Prefabricated steel structure construction works 103,789 80,062 336 58,948 125,239 125,079 160 —
Other specialised contracting work (Note 1) . . 35,978 - 176 6,522 29,632 27,138 2,49 -

2764551 438901 252382 630,720 2825114 1824973 680415 319,726

Notes:

1. Our other specialised contracting works mainly include building renovation and decoration works.

2. Such amount is only an estimate and is subject to change due to actual progress and completion date of the relevant
projects.
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Taking into account the discussions as set out in the paragraph headed “The Impact of the
COVID-19 Outbreak” above, our Directors were of the view that, up to the date of this prospectus,
there has been no material adverse change in the financial or trading position or prospects of our
Group since 30 September 2022, being the end of the period reported on the Accountants’ Report

set out in Appendix I to this prospectus.

The unaudited financial information as of and for the year ended 31 December 2022 have
been agreed with the reporting accountants following their work under Practice Note 730
“Guidance for Auditors Regarding Preliminary Announcements of Annual Results” issued by the
Hong Kong Institute of Certified Public Accountants. Our unaudited financial information for
FY2022 is set out in Appendix III to this prospectus. Based on the unaudited financial information
for FY2022, our net profit increased to RMB65.5 million in FY2022 by approximately RMB3.6
million as compared to FY2021 mainly attributable to the increment in gross profits of
approximately RMB10.9 million partially net-off by the increase in Listing expenses of
approximately RMB1.7 million, increase in finance costs of approximately RMB3.9 million and
increase in impairment on financial and contract assets of approximately RMB2.0 million. For

details, please refer to Appendix III to this prospectus.

LISTING EXPENSES

The total estimated Listing expenses primarily consist of the estimated underwriting
commissions for the Hong Kong Public Offering and the International Placing in addition to the

professional fees paid in relation to the Global Offering.

Assuming the Over-allotment Option is not exercised and assuming an Offer Price of
HKS$1.18, being the mid-point of our indicative price range for the Global Offering, the total
Listing expenses is estimated to be RMB51.2 million (equivalent to HK$56.1 million),
representing approximately 39.6% of the gross proceeds from the Global Offering. The Listing
expenses comprise (i) underwriting-related expenses of approximately RMB19.6 million
(equivalent to HK$21.5 million); (ii) non-underwriting-related expenses of RMB31.6 million
(equivalent to HK$34.6 million), including (a) fees and expenses of legal advisers and Reporting
accountants of approximately RMB15.4 million (equivalent to HK$16.9 million); and (b) other
non-underwriting-related fees and expenses of approximately RMB16.2 million (equivalent to
HKS$17.7 million). Listing expenses of approximately RMB17.3 million (equivalent to HK$18.9
million) is directly attributable to the issue of the Offer Shares in the Global Offering which was
and is expected to be accounted for as a deduction from equity in accordance with relevant
accounting standards. The remaining expenses of RMB33.9 million (equivalent to HK$37.2
million) were or are expected to be charged as expenses to our consolidated statements of profit or
loss, of which RMB2.4 million (equivalent to HK$2.6 million), RMB10.7 million (equivalent to
HK$11.8 million), RMB4.5 million (equivalent to HK$4.9 million) and RMB4.5 million
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(equivalent to HK$4.9 million) was charged for FY2019, FY2020, FY2021 and 3Q2022,
respectively, while the balance of RMB11.8 million (equivalent to HK$13.0 million) is expected to
be charged after 30 September 2022. The above total Listing expenses are the latest practicable

estimates for reference only. The final amount to be recognised may differ from these estimates.

DIVIDENDS

For FY2019, FY2020, FY2021 and 3Q2022, our Group declared dividends of RMBO.1
million, RMBO0.2 million, nil and nil, respectively. All the dividends declared during the Track
Record Period had been fully settled as at the Latest Practicable Date. A decision to declare or to
pay any dividends in the future, and the amount of any dividends, will depend on, among other
things, the results of our operations, cash flows, financial conditions, our Articles of Association,
statutory and regulatory restrictions and other factors that it may consider relevant. There is no
assurance that dividends of such amount or any amount will be declared or distributed each year or
in any year. Investors should note that historical dividend distributions are not indicative of our

future dividend distribution policy.

FUTURE PLANS AND PROSPECTS/ USE OF PROCEEDS

Please refer to the section headed “Business — Business strategies” for a detailed description

of our future plans.

We estimate that we will receive net proceeds of HK$85.5 million (equivalent to
approximately RMB77.9 million) from the Global Offering, after deducting the underwriting
commissions and other estimated expenses payable by us in connection with the Global Offering,
assuming an Offer Price of HK$1.18 per Share, being the mid-point of the indicative Offer Price
range. We intend to use such net proceeds from the Global Offering for the purposes and in the

amounts set forth below:

Amount of net proceeds Use of proceeds
(i) approximately 50.0%, or approximately to fund our upfront expenditure of three
HK$42.8 million (equivalent to projects on hand

approximately RMB38.9 million)

(i) approximately 20.0%, or approximately to acquire and/or replace our construction
HK$17.1 million (equivalent to machinery and equipment

approximately RMB15.6 million)
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(ii1) approximately 20.0%, or approximately to fund the establishment and operations of
HKS$17.1 million (equivalent to our know-how centre including (a) recruiting
approximately RMB15.6 million) professionals ; (b) purchasing equipment and

software; (c) financing the operating costs
including purchasing the materials to be used
in R&D; and (d) paying the rent and
renovation costs of the know-how centre to

strengthen our R&D capabilities

(iv) approximately 10.0%, or HK$8.5 million for working capital and general corporate
(equivalent to approximately RMB7.8 purposes
million)

PRIOR QUOTATION AND WITHDRAWAL OF QUOTATION ON THE NEEQ

The shares of Zhongtian Construction had been quoted on the NEEQ (stock code: 871407)
from 16 May 2017 to 20 January 2019. For details, please refer to section headed ‘“History,
Development and Reorganisation — Prior Quotation and Withdrawal of Quotation on the NEEQ”

in this prospectus.

As advised by our PRC Legal Advisers based on searches conducted on the official websites
of the NEEQ and CSRC and as confirmed by our Company, Zhongtian Construction complied with
the relevant rules governing NEEQ in all material respects, and Zhongtian Construction, its
subsidiaries and all its then directors or senior management had not been subject to any
investigation or disciplinary action by the relevant regulators during the period when its shares
were quoted on the NEEQ and up to the withdrawal of the quotation of its shares on the NEEQ.
Our Directors confirm that (i) there is no matter that might materially and adversely affect our
Company’s suitability for the Listing in relation to the previous quotation of shares of Zhongtian
Construction on the NEEQ; and (ii) there has not been any matter that needs to be brought to the
attention of the potential investors or regulators in Hong Kong in respect of the previous quotation
of shares of Zhongtian Construction on the NEEQ. Based on the views of our PRC Legal Advisers
and the due diligence works conducted by the Sole Sponsor, the Sole Sponsor concurs with the

above Directors’ view.
Prospective investors should not place reliance on the information published by Zhongtian

Construction on NEEQ as the information was prepared based on regulatory requirements, market

practices and accounting standards may be different from that applicable to the Global Offering.
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For details, please refer to section headed “Risk Factors — You should not place any reliance
on the information published regarding to Zhongtian Construction’s prior quotation on the NEEQ”

in this prospectus.
LEGAL PROCEEDINGS

As at the Latest Practicable Date, our Group was involved in certain material on-going
litigations, which mainly include contractual disputes regarding construction service fees. For
details, please refer to the section headed “Business — Legal and regulatory — Legal

proceedings” in this prospectus.
INTELLECTUAL PROPERTY

The Chinese name of our Company and our subsidiaries contain “H'K” (Zhongtian). In
particular, Zhongtian Construction, our major operating subsidiary, has been using “H1K”
(Zhongtian) in its name since 2004. Meanwhile, there are many companies whose names contain
“H1 X (Zhongtian) in the PRC and Hong Kong, including companies in the construction industry.
As at the Latest Practicable Date, we had not registered any trademark containing “Zhongtian” or
“Hf1K” in the PRC and were the registered owner of six trademarks containing “Zhongtian” or “H

X” in Hong Kong.

As advised by Ms. Queenie W.S. Ng, the legal adviser to our Company as to Hong Kong
laws, given that, amongst others, we have successfully registered trademarks containing “* K or
“Zhongtian” in Hong Kong, and no other companies had registered trademarks containing “H1K”
or “Zhongtian” in class 37 in Hong Kong as at the Latest Practicable Date; and the names of our
Company and Zhongtian Construction also contain “Construction” and “Hunan”, so that the public
can distinguish our Company and Zhongtian Construction from other companies whose names
contain “H1K” (Zhongtian), the chance of our Group to be successfully claimed for infringement
of intellectual property rights and/or passing off in Hong Kong by other companies established in
the PRC whose names contain “"1°K” (Zhongtian), bearing same or similar names and trademarks

and conducting similar businesses as our Group, is remote.

As advised by our PRC Legal Advisers, taking into account that various factors including (i)
we do not carry out our business directly under the name of our Company in the PRC and would
mainly continue to carry out its business under the name of Zhongtian Construction, whose name
was approved by Zhuzhou AMR; (ii) our Group refers our Company as its holding company during
business negotiations, which is true and accurate; (iii) Zhuzhou AMR clearly confirmed to our
PRC Legal Advisers that if Zhongtian Construction refers to our Company as its holding company
during business negotiations and carry out business under its own name, it would not be regarded

as engaging in acts of confusion and/or unfair competition under the Anti-Unfair Competition Law
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of the PRC, our PRC Legal Advisers are of the view that, in the absence of evidence that the other
PRC companies whose name contain “*7°K” (Zhongtian) and engage in the construction industry
were influential or that the use of the name of our Company and Zhongtian Construction may
cause any confusion and misunderstanding to others that they have any relationship with such
other companies, the risk that the use of our registered company names would be regarded as
engaging in acts of unfair competition through acts of confusion under the Anti-Unfair

Competition Law of the PRC is low.

For details, please refer to the sections headed “Risk Factors — Risks relating to our business
— Our Chinese company name may be identical or similar to other companies in the construction

industry established in the PRC” and “Business — Intellectual property” in this prospectus.
RISK FACTORS

We believe that there are certain risks involved in our operations, many of which are beyond

our control.

Our major risks include: (i) our business operations, working capital and cash flow position
may be adversely affected if our customers delay in processing payment or fail to settle our bills;
(ii) if we are unable to fully recover our contract assets or if retention money is not fully released
to us after expiry of the warranty period, our liquidity and financial position may be adversely
affected; (iii) if we are unable to perform our contracts with customers and unable to fulfil our
obligation in respect of contract liabilities, our financial position and results of operations may be
adversely affected; (iv) our working capital, liquidity and financial condition may be adversely
affected if we do not maintain comparable level of responsibility deposits from the
persons-in-charge of our construction projects; (v) discontinuation of any of the preferential tax
treatments we enjoy or imposition of any additional taxes can adversely affect our financial
conditions and results of operations; (vi) we have limited control over the quality, availability and
costs of our subcontractors and subcontracted workers; (vii) there is uncertainty as to the tender
success rate of our Group in the future; (viii) our operating results may be significantly affected by
changes in the prices and availability of raw materials; and (ix) any material discrepancies between
the estimated costs and the actual costs ultimately incurred may adversely affect our financial
conditions and result of operations. For details, please refer to the section headed “Risk Factors”

in this prospectus.
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OFFERING STATISTICS

Based on the maximum
Offer Price of HK$1.28
per Offer Share

Based on the minimum
Offer Price of HK$1.08
per Offer Share

Market capitalisation of our Shares " .. ... . ... HK$614.4 million HK$518.4 million
Unaudited pro forma adjusted net tangible assets

per Share @ . ... ... ... ... HK$1.00 HK$0.95
Notes:
1. The market capitalisation is calculated based on 480,000,000 Shares expected to be in issue immediately following

completion of the Capitalisation Issue and the Global Offering and assuming that the Over-allotment Option is not

exercised.

2. The unaudited pro forma adjusted net tangible assets per Share is calculated after making the adjustments referred

to in Appendix II headed “Unaudited pro forma financial information” to this prospectus and on the basis of a total

of 480,000,000 Shares in issue immediately following completion of the Capitalisation Issue and the Global

Offering and assuming that the Over-allotment Option is not exercised.
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In this prospectus, the following expressions shall have the meanings set out below unless the

context requires otherwise.

“302021”

“3Q2022”

“Accountants’ Report”

“AFRC”

“Articles” or “Articles of

Association”

“associate(s)”

“Bizoe (International)”

“Board” or “Board of Directors”

“Business Day(s)”

“BVI”

“CAGR”

the nine months ended 30 September 2021
the nine months ended 30 September 2022

the accountants’ report set out in Appendix I to this

prospectus

Accounting and Financial Reporting Council (formerly

known as Financial Reporting Council)

the amended and restated articles of association of our
Company, adopted on 10 March 2023, a summary of which
is set out in Appendix IV to this prospectus, as amended,

supplemented or otherwise modified from time to time
has the meaning ascribed thereto under the Listing Rules

Bizoe (International) Company Limited ({f 5 ([ A R
A]), a company incorporated in BVI with limited liability
on 15 January 2020, the entire issued share capital of which
is wholly-owned by our Pre-IPO Investor namely Ms. Yang
Shufen, and save for the Pre-IPO Investment, it is an
Independent Third Party

the board of Directors

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

business
the British Virgin Islands

compound annual growth rate
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“Capitalisation Issue”

“Capital Market Intermediary(ies)”
or “CMIs”

“CCASS”

“CCASS Clearing Participant”

“CCASS Custodian Participant”

the issue of 359,898,900 Shares to be made upon
capitalisation of certain sums standing to the credit of the
share premium account of our Company as referred to in
the paragraph headed “A. Further information about our
Group — 5. Written resolutions of our Shareholders passed

on 10 March 2023” in Appendix V to this prospectus

the capital market intermediaries participating in the Global
Offering, namely CMBC Securities, Grande Capital, SPDB
International Capital Limited, BOCOM International
Securities Limited, I Win Securities Limited, China
Everbright Securities (HK) Limited, Soochow Securities
International Brokerage Limited, Alliance Capital Partners
Limited, Eddid Securities and Futures Limited, Maxa
Capital Limited, ChaoShang Securities Limited and Leeds

Securities Investment Limited

the Central Clearing and Settlement System established and
operated by HKSCC

a person admitted to participate in CCASS as a direct

clearing participant or general clearing participant

a person admitted to participate in CCASS as a custodian

participant
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“CCASS EIPO”

“CCASS Investor Participant”

“CCASS Operational Procedures”

“CCASS Participant(s)”

“China” or “PRC”

“close associate(s)”

the application for the Hong Kong Public Offer Shares to
be issued in the name of HKSCC Nominees and deposited
directly into CCASS to be credited to your or a designated
CCASS Participant’s stock account through causing
HKSCC Nominees to apply on your behalf, including by (i)
instructing your broker or custodian who is a CCASS
Clearing Participant or a CCASS Custodian Participant to
give electronic application instructions via CCASS
terminals to apply for the Hong Kong Public Offer Shares
on your behalf; or (ii) if you are an existing CCASS
Investor  Participant, giving electronic  application
instructions  through the CCASS Internet System
(https:/fip.ccass.com) or through the CCASS Phone System

(using the procedures in HKSCC’s “An Operating Guide
for Investor Participants” in effect from time to time).
HKSCC can also input electronic application instructions
for CCASS Investor Participants through HKSCC’s

Customer Service Center by completing an input request

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

a corporation

the operational procedures of HKSCC in relation to
CCASS, containing the practices, procedures and
administrative requirements relating to the operations and

functions of CCASS, as from time to time in force

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

The People’s Republic of China, but for the purpose of this
prospectus and for geographical reference only and except
where the context requires, references in this prospectus to
“China” and the “PRC” exclude Taiwan, Macau Special

Administrative Region and Hong Kong

has the meaning ascribed thereto under the Listing Rules
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“CMBC Securities”

“Companies Act”

“Companies Ordinance” or
“Hong Kong Companies

Ordinance”

“Companies (Winding Up and
Miscellaneous Provisions)

Ordinance”

“Company” or “our Company”

“connected person(s)”

“Construction Project Management
Code”

“Controlling Shareholder”

“Corporate Governance Code”

“core connected person(s)”

CMBC Securities Company Limited, a licensed corporation
to carry out type | (dealing in securities) and type 4
(advising on securities) regulated activities as defined
under the SFO

the Companies Act (as revised) of the Cayman Islands, as
amended, supplemented or otherwise modified from time to

time

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

modified from time to time

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

time

Zhongtian Construction (Hunan) Group Limited (H' K ##%

(#rg) EEAMR/AF) (formerly known as Zhongtian
Construction Group Limited (" REEBARAFAD), a
company incorporated in the Cayman Islands as an

exempted company with limited liability on 27 March 2020
has the meaning ascribed thereto under the Listing Rules

the Code for Construction Project Management (&% LF%
TH H & &), approved by the MOHURD on 4 May 2017
and effective on 1 January 2018, in replacement of the
former Predecessor Construction Project Management Code
(GB/T50326-2006)

has the meaning ascribed thereto under the Listing Rules

and, unless the context requires otherwise, refers to ZT (A)

the Corporate Governance Code as set out in Appendix 14

to the Listing Rules

has the meaning ascribed thereto under the Listing Rules
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“CSRC”

“Customer Shicuiying”

“Deed of Indemnity”

“Deed of Non-Competition”

“Demerger”

“Director(s)”or “Our Director(s)”

“EIT”

“EIT Law”

the China Securities Regulatory Commission (H B & 75
BEMZ B ), a regulatory body responsible for the
supervision and regulation of the Chinese national

securities markets

Ningbo Shicuiying Real Estate Company Limited* (%
FAYLE EABL/AF], a company established in the PRC on
24 December 2010 with limited liability and an
Independent Third Party

the deed of indemnity dated 17 March 2023 executed by
our Controlling Shareholder and Zhongtian Holdings in
favour of our Company (for ourselves and as trustee for
each of our subsidiaries) regarding certain indemnities,
particulars of which are set out in “E. Other Information —
1. Tax and other indemnities” in Appendix V to this

prospectus

the deed of non-competition dated 17 March 2023 executed
by our Controlling Shareholder and Zhongtian Holdings in
favour of our Company (for ourselves and as trustee for
each of our subsidiaries), particulars of which are set out in
the section headed “Relationship with our Controlling
Shareholder — Non-competition undertakings” in this

prospectus

the demerger (4737) of Zhongtian Construction into two
companies, namely Zhongtian Construction and Puhui
Commercial, which was registered by Zhuzhou AMR on 2
July 2019

director(s) of our Company
the PRC enterprise income tax

the Enterprise Income Tax Law of the PRC (1% A\ [RALH
B 12 Fr 1581 7%), enacted on 16 March 2007, effective
from 1 January 2008 and amended on 29 December 2018
by the NPC
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“EPC Tripartite Framework

Agreement”

“eWhite Form”

“eWhite Form Service Provider”

“Extreme Conditions”

“Fangge Intelligence”

“FY2018”, “FY2019”, “FY20207,
“FY2021”, “FY2022”

“FY2023”, “FY2024”, “FY2025”,

“FY2026”

“F&S” or “Frost & Sullivan”

“F&S Report”

“GDP”

an EPC tripartite framework agreement entered into among
Hunan Design Institute, Hangxiao Technology and
Zhongtian Construction on 16 November 2017, details of
which are set out in the section headed “Business —

Contracting models” in this prospectus

the application for Hong Kong Public Offer Shares to be
issued in the applicant’s own name by submitting
applications online through the designated website of the

eWhite Form Service Provider at www.ewhiteform.com.hk

the eWhite Form Service Provider designated by our
Company, as specified on the designated website at

www.ewhiteform.com.hk

extreme conditions caused by a super typhoon as

announced by the government of Hong Kong

Hunan Fangge Intelligence Technology Company Limited*
(i 77 A% & Re i RE R A3 A FRA F]), a company limited
by shares established in the PRC on 20 December 2007 and
owned by Zhongtian Holdings as to 70.00%, and a deemed

connected person of our Company

financial years ended 31 December 2018, 2019, 2020, 2021
and 2022, respectively

financial years ending 31 December 2023, 2024, 2025 and
2026, respectively

Frost & Sullivan (Beijing) Inc., Shanghai Branch Co., an

independent industry consultant

the market research report prepared by F&S and

commissioned by us

gross domestic product
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“General Rules of CCASS”

“Global Offering”

“Government-related Entities”

“Grande Capital” or

“Sole Sponsor”

“Green Application

Form(s)”

” LR ENTS LR ENTS t3]
bl

“Group”, “our Group”, “we”, “our

or “usw

“Hangxiao Materials”

“Hangxiao Steel Structure”

the terms and conditions regulating the use of CCASS, as
may be amended or modified from time to time and where
the context so permits, shall include the CCASS

Operational Procedures

the Hong Kong Public Offering and the International
Placing

government  entities,  state-owned  enterprises  and

state-invested enterprises

Grande Capital Limited, a licensed corporation to carry out
type 1 (dealing in securities) and type 6 (advising on
corporate finance) regulated activities as defined under the
SFO, being the Sole Sponsor and one of the Joint Overall
Coordinators to the Global Offering

the application form(s) to be completed by the eWhite

Form Service Provider

our Company and its subsidiaries or, where the context so
requires, in respect of the period before our Company
became the holding company of its present subsidiaries,
such subsidiaries as if they were subsidiaries of our

Company at that time

Zhuzhou Hangxiao Materials Trading Company Limited*
(RRINATRE M B E 2 A FR/AF]), a company established in
the PRC with limited liability on 31 July 2019, and an

indirect wholly-owned subsidiary of our Company

Hangxiao Steel Structure Company Limited* (i 8+ 1
WA PR/ E]), a company limited by shares established in
the PRC on 28 December 2000 with its shares listed on the
Shanghai Stock Exchange, an Independent Third Party and
holds 10.71% of the shareholding in Hangxiao Technology
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’

“Hangxiao Technology’

“Head Sage”

“Hengji Real Estate”

“HHURD”

“HKFRSs”

“HKICPA”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

“Hong Kong dollars”,
“HKD” Or G‘HK$7’

“Hong Kong Public Offer Shares”

Hunan Zhongtian Hangxiao  Structural Technology
Company Limited* (i 5§ H KA i 80 R A0 A BRA |,
a company limited by shares established in the PRC on 19
September 2017 and owned by Zhongtian Holdings as to

68.29%, and a deemed connected person of our Company

Head Sage Limited, a company incorporated in BVI with
limited liability on 23 December 2019, and a direct

wholly-owned subsidiary of our Company

Hunan Hengji Real Estate Development Company Limited*

(1517 K e B 5 b BH S A BR A F), a company established
in the PRC with limited liability on 17 July 1998 and owned
by Zhongtian Holdings as to approximately 85.82%, and a

deemed connected person of our Company

Department of Housing and Urban-Rural Development of

Hunan Province (555 & 1 5 A1 3ok 400 7 55 i)

Hong Kong Financial Reporting Standards issued by the
HKICPA

Hong Kong Institute of Certified Public Accountants

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

HKSCC Nominees Limited, a wholly-owned subsidiary of
HKSCC

the Hong Kong Special Administrative Region of the PRC

Hong Kong dollars, the lawful currency of Hong Kong

the 12,000,000 Shares (subject to reallocation) being initially
offered by our Company for subscription pursuant to the
Hong Kong Public Offering, as described in the section
headed “Structure and Conditions of the Global Offering” in

this prospectus
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“Hong Kong Public Offering”

“Hong Kong Share Registrar”

“Hong Kong Underwriters”

“Hong Kong Underwriting

Agreement”

“Hunan Design Institute”

“Independent Third Party(ies)”

“Independent Valuer”

“International Placing”

the issue and offer of the Hong Kong Public Offer Shares for
subscription in Hong Kong at the Offer Price (plus brokerage,
Stock Exchange trading fee, SFC transaction levy and AFRC
transaction levy) on and subject to the terms and conditions

described in this prospectus
Boardroom Share Registrars (HK) Limited

the Underwriters of the Hong Kong Public Offering, whose
names are set out in the section headed “Underwriting —

Hong Kong Underwriters” in this prospectus

the underwriting agreement dated 17 March 2023 and entered
into among our Company, our executive Directors, our
Controlling Shareholder, the Sole Sponsor, the Joint Overall
Coordinators, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Hong Kong
Underwriters and the CMIs relating to the Hong Kong Public
Offering

Hunan Province Architectural Design Institute Limited
Company* (IR & #EKFHPREARAT), a state-owned
company established in the PRC with limited liability on 23
March 1990, and an Independent Third Party

an individual(s) or a company(ies) who or which is/are, to the
best knowledge, information and belief of our Directors, not

connected person(s) of our Group

APAC Asset Valuation and Consulting Limited, an

independent valuer

the placing of the International Placing Shares at the final
Offer Price to professional, institutional and other investors,
as described in “Structure and Conditions of the Global

Offering” of this prospectus

- 32 -



DEFINITIONS

i)

“International Placing Shares’

“International Underwriters”

“International Underwriting

Agreement”

“Jicai Trading”

“Joint Bookrunners”

“Joint Global Coordinators”

“Joint Lead Managers”

the 108,000,000 Shares offered by our Company for
subscription under the International Placing, subject to
reallocation and the exercise of the Over-allotment Option, as
described in “Structure and Conditions of the Global

Offering” of this prospectus

the underwriters of the International Placing, who are
expected to enter into the International Underwriting

Agreement

the underwriting agreement expected to be entered into
among our Company, our executive Directors, our
Controlling Shareholder, the Sole Sponsor, the Joint Overall
Coordinators, the Joint Global Coordinators, the Joint
Bookrunners, the Joint Lead Managers, the Capital Market
Intermediaries and the International Underwriters relating to

the International Placing

Zhuzhou Jicai Trading Company Limited* (#RIHEERPHE A
FR/vH]), a company established in the PRC with limited
liability on 9 July 2018, and an indirect wholly-owned

subsidiary of our Company

CMBC Securities, Grande Capital, SPDB International
Capital Limited, BOCOM International Securities Limited, I
Win Securities Limited, China Everbright Securities (HK)
Limited, Soochow Securities International Brokerage Limited

and Alliance Capital Partners Limited
CMBC Securities and Grande Capital

CMBC Securities, Grande Capital, SPDB International
Capital Limited, BOCOM International Securities Limited, I
Win Securities Limited, China Everbright Securities (HK)
Limited, Soochow Securities International Brokerage Limited,
Alliance Capital Partners Limited, Eddid Securities and
Futures Limited, Maxa Capital Limited, ChaoShang

Securities Limited and Leeds Securities Investment Limited

- 33 —



DEFINITIONS

“Joint Overall Coordinators”

“Kaida Apparatus”

“Latest Practicable Date”

“Listing”

“Listing Committee”

“Listing Date”

“Listing Rules”

CMBC Securities and Grande Capital

Zhuzhou Kaida Lifting Apparatus Leasing Company Limited*
(PRSI R 2 4 TR A FRA ), formerly known as
Zhuzhou Kaida Equipment Leasing Co., Ltd.* (R BLKH
EMEHE AR/ A, a company established in the PRC
with limited liability on 28 April 2004 and an indirect
non-wholly owned subsidiary of our Company, which is held
by Zhongtian Construction as to approximately 56.99% and
by 23 individuals as to approximately 43.01% in aggregate
including five individuals who are directors or senior
management members of our Group or their associates as to
approximately 16.40% in aggregate and 18 individuals who
are Independent Third Parties including our employees and
ex-employee as to approximately 26.61% in aggregate, with
each of the Independent Third Parties holding approximately
0.24% to 7.69%, for further details, please refer to the section
headed “History, Development and Reorganisation —
Corporate structure — Corporate structure of our Group
immediately after the Reorganisation and the Pre-IPO
Investment but prior to the Capitalisation Issue and the

Global Offering” in this prospectus

10 March 2023, being the latest practicable date for the
purpose of ascertaining certain information in this prospectus

prior to its publication
the listing of the Shares on the Main Board
the Listing Committee of the Stock Exchange

the date on which dealings in the Shares on the Main Board

first commence

the Rules Governing the Listing of Securities on The Stock
Exchange of Hong Kong Limited, as amended, supplemented

or otherwise modified from time to time
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DEFINITIONS

“M&A Rules”

“Main Board”

“Memorandum” or

“Memorandum of Association”

“MOFCOM”

“MOHURD”

“Mr. Chen”

“Mr. Liun”

“Mr. Min”

“Mr. Shen”

“Mr. Yang”

the Rules on the Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors (Bt 4h & # §F 5% A
MM BE), jointly issued by the State-owned Assets
Supervision and Administration Commission (7% i[5 41 &
7 BB E M2 B ), MOFCOM, SAT, SAIC, CSRC and
SAFE on 8 August 2006 and amended by MOFCOM on 22
June 2009

the stock exchange (excluding the option market) operated by
the Stock Exchange which is independent from and operated
in parallel with GEM of the Stock Exchange

the amended and restated memorandum of association of our
Company adopted on 10 March 2023, as amended from time
to time, a summary of which is contained in Appendix IV to

this prospectus

the PRC Ministry of Commerce ("3 A 3 A1 B P15 50), or
its predecessor, the Ministry of Foreign Trade and Economic

Cooperation, as appropriate to the context

the Ministry of Housing and Urban-rural Development of the
PRC (HF#HE N RILHNE A 75 FI AR 2 5E3%), formerly known
as the Ministry of Construction of the PRC (H#E A\ [ LA [=H]
)

Mr. Chen Weiwu (F#7I4E4E), our executive Director

Mr. Liu Xiaohong (2I/MELSEAE), our executive Director and

our chief executive officer
Mr. Min Shixiong (Bt #E5E2E), our executive Director
Mr. Shen Qiang (PE#5%%E), our executive Director

Mr. Yang Zhongjie (#H785E4) (formerly known as #5/&
7), our executive Director and chairman of our Board
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DEFINITIONS

“Ms. Yang Shufen” or
“Pre-IPO Investor”

“NEEQ”

“Ningbo Properties”

“NPC”

“Offer Price”

“Offer Shares”

“Other Businesses”

Ms. Yang Shufen (#5#Z¥% 1), our Pre-IPO Investor who
holds the entire issued share capital of Bizoe (International),
and save for the Pre-IPO Investment, she is an Independent
Third Party

the National Equities Exchange and Quotations of the PRC
(2B /M A iR R )

11 properties located at No. 101-105 and 1101-1106, Cuiyuan
Building, Changle Village, Gaogiao Town, Yinzhou District,
Ningbo, PRC (# % ti7 %5 [ 5 48 $1= 444 22 [ K2 101-105
* 1101-1106%%) with a total gross floor area of 1,665.8 sq.m.

the National People’s Congress of the PRC (93 A & IL A E]
EX PN YN )

the offer price per Offer Share (exclusive of brokerage of 1%,
SFC transaction levy of 0.0027%, AFRC transaction levy of
0.00015% and Stock Exchange trading fee of 0.00565%) at
which the Offer Shares are to be subscribed pursuant to the
Global Offering

the Hong Kong Public Offer Shares and the International
Placing Shares

other businesses held by Zhongtian Holdings as at the Latest
Practicable Date, please refer to the section headed
“Relationship with our Controlling Shareholder — Other
Businesses held by Zhongtian Holdings” in this prospectus

for details
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DEFINITIONS

“Over-allotment

Option”

“PRC Company Law”

“PRC Construction Legal Advisers”

“PRC Government”

or “State”

“PRC Legal Advisers”

“Predecessor Construction Project

Management Code”

“Pre-IPO Investment”

the option expected to be granted by our Company under the
International Underwriting Agreement to the International
Underwriters, exercisable by the Joint Overall Coordinators
and the Joint Global Coordinators (for themselves and on
behalf of the International Underwriters), pursuant to which
our Company may be required to allot and issue up to an
aggregate of 18,000,000 additional new Shares at the Offer
Price, representing 15% of the initial number of Offer Shares
offered under the Global Offering, at the Offer Price to,
among other things, cover the over-allocations (if any) in the
International Placing, as described in the section headed
“Structure and Conditions of the Global Offering” in this

prospectus

Company Law of the PRC (H# ANRILFIEAA]E) as
amended, supplemented and otherwise modified from time to

time

Hunan Dongsheng Law Firm* (i SRS RS HS ), the
legal advisers to our Company as to PRC laws in respect of

construction matters in the PRC

the central government of the PRC, including all
governmental subdivisions (including provincial, municipal
and other regional or local government entities) and
instrumentalities thereof, or where the context require, any of

them

Beijing Dentons Law Offices, LLP (Shenzhen), the legal

advisers to our Company as to the PRC laws

The former GB/T50326-2006 “Code for Construction Project
Management” (% TREHZEMBIE), which  was
abolished and replaced by the Construction Project

Management Code on 1 January 2018

the subscription of approximately 1.09% of the then equity
interest in Jicai Trading by Ms. Yang Shufen as described in
the section headed “History, Development and Reorganisation

— Pre-IPO Investment” in this prospectus
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DEFINITIONS

“Price Determination Date”

“Province”

“Puhui Commercial”

“Regulation S”

“Renminbi” or “RMB”

“Reorganisation”

“Reporting Accountants”

“R&D”

“SAFE”

“SAFE Circular No. 13”

the date, expected to be on or around Thursday, 23 March
2023 but in any event not later than Tuesday, 28 March 2023,
on which the Offer Price will be determined for the purposes
of the Global Offering

a province or, where the context requires, a provincial level
autonomous region or municipality, under the direct

supervision of the central government of the PRC

Zhuzhou Puhui Commercial Management Company Limited*
(PR B 2B PR A A FRA 7]), a company limited by
shares established in the PRC pursuant to the Demerger on 28
June 2019 and owned by Zhongtian Holdings as to
approximately 74.97%

Regulation S under the US Securities Act
Renminbi, the lawful currency of the PRC

the corporate reorganisation of our Group in the preparation
for the Listing, details of which are set out in the section
headed “History, Development and Reorganisation —

Reorganisation” in this prospectus

BDO Limited, the auditors and reporting accountants of our

Company
research and development

State Administration of Foreign Exchange of the PRC
(3 N RSB B K SN 2 )

Circular on Further Simplification and Improvement in Foreign
Exchange Administration on Direct Investment (B4 —
A AL RN O B A& /NI B BOR 4 %) promulgated by
SAFE on 28 February 2015
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DEFINITIONS

“SAFE Circular No. 37”

“SAIC”

“SAT”

“SFC”

“SFO”

“Share(s)”

“Shareholder(s)” or “our

Shareholders”

“Share Option Scheme”

“Stabilising Manager”

“State Council”

“Stock Borrowing Agreement”

“Stock Exchange” or “HKEX”

“subsidiary(ies)”

the Circular on Relevant Issues concerning Foreign
Exchange Administration of Overseas Investment and
Financing and Round-trip Investment by Domestic
Residents via Special Purpose Vehicles (A5 A J& B 40 44
Frok H A2 w558 A% i E BOR A £ S MR BEAT B [ R Y
A1) promulgated by SAFE on 4 July 2014

State Administration of Industry and Commerce of the PRC

(Hh N B A [ 28 T R AT BUE PR R

State  Administration of Taxation of the PRC

(R N RN 3 ) R 4 ) )
the Securities and Futures Commission

the Securities and Futures Ordinance (Chapter 571 of the
Laws of Hong Kong), as amended, supplemented or

otherwise modified from time to time

ordinary share(s) with par value of HK$0.01 each in the

share capital of our Company

holder(s) of the Share(s)

the share option scheme conditionally adopted by our
Company on 10 March 2023, the principal terms of which
are summarised in the paragraph headed “D. Share Option

Scheme” in Appendix V to this prospectus
CMBC Securities
State Council of the PRC (7 3& A & 3l B B 75 Bie )

the stock borrowing agreement expected to be entered into
between ZT (A) and the Stabilising Manager on or about

the same date as the International Underwriting Agreement
The Stock Exchange of Hong Kong Limited

has the meaning ascribed to it under the Listing Rules
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DEFINITIONS

“substantial shareholder(s)”

“Takeovers Code”

“Track Record Period”

“Underwriters”

’

“Underwriting Agreements

“United States” or “US”

“US Securities Act”

“Us$” or “USD”

“VAT”

“Wuguang Investment”

“Zhaolin Trading”

has the meaning ascribed to it under the Listing Rules

the Hong Kong Code on Takeovers and Mergers, as
approved by the SFC and as amended, supplemented or

otherwise modified from time to time

the period comprising FY2019, FY2020, FY2021 and
3Q2022

the Hong Kong Underwriters and the International

Underwriters

the Hong Kong Underwriting Agreement and the

International Underwriting Agreement

the United States of America, its territories, its possessions

and all areas subject to its jurisdiction

the United States Securities Act of 1933, as amended,

supplemented or otherwise modified from time to time
the lawful currency for the time being of the United States
value-added tax

Zhuzhou Wuguang New Milestone Investment Development
Company Limited* (PkilREH EEBEFRARITEL
A]), a company established in the PRC with limited
liability on 18 December 2014 and wholly-owned by
Hengji Real Estate, and a deemed connected person of our

Company

Zhuzhou Zhaolin Trading Company Limited (% JK B & 5
£ PR/~ F]), a company established in the PRC with limited
liability on 21 April 2020, and an indirect wholly-owned

subsidiary of our Company
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DEFINITIONS

“Zhongtian Building”

Hunan Zhongtian Building Safety Technology Company
Limited* (158 ' R #@EL 2R A RAF) (formerly known
as Zhuzhou Yongan Labour Service Contract Construction
Corporation* — (MRIMK ZEZLEHETEERAF)  from
March 2006 to April 2013 and Zhuzhou Yongan Labour
Construction Corporation* (RR N 7K & 5% S5 15 A PR A 7))
from April 2013 to June 2019), a company established in
the PRC with limited liability on 13 March 2006 and an
indirect non-wholly owned subsidiary of our Company,
which is held by Zhongtian Construction as to 61.40% and
eight individuals as to 38.60% in aggregate, including five
individuals who are directors or senior management
members of our Group or their associates as to 33.40% in
aggregate and three individuals who are Independent Third
Parties including our employees and ex-employee as to
5.20% in aggregate, with each of the Independent Third
Parties holding 1.20% to 2.00%, for further details, please
refer to the section headed “History, Development and
Reorganisation — Corporate structure — Corporate
structure of our Group immediately after the Reorganisation
and the Pre-IPO Investment but prior to the Capitalisation
Issue and the Global Offering” in this prospectus
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DEFINITIONS

“Zhongtian Construction”

“Zhongtian HK”

Hunan Zhongtian Construction Group Corporation* (i Fd
R R E I A BR/A 7)) (formerly known as Zhuzhou
Residential Construction Company* (kM i {E E @A Al)
from March 1979 to November 1984, Zhuzhou Second
Construction Engineering Company* (BRI T8 —25E T2
/NF]) from November 1984 to March 2004, Hunan
Zhongtian Construction Company Limited* (] Fd = K &5k
AIR2AF) from March 2004 to April 2007 and Hunan
Zhongtian Construction Group Company Limited* (il 5§+
R EBARAR) from April 2007 to June 2016, a
company limited by shares established in the PRC on 1
March 1979, and an indirect non-wholly owned subsidiary
of our Company which is held by Hangxiao Materials as to
approximately 99.50%, while the remaining approximately
0.50% is held by the directors, supervisors and senior
management members of Zhongtian Construction, with each
of the Independent Third Parties holding approximately
0.04% to 0.10%, for further details, please refer to the
section headed “History, Development and Reorganisation
— Corporate structure — Corporate structure of our Group
immediately after the Reorganisation and the Pre-IPO
Investment but prior to the Capitalisation Issue and the

Global Offering” in this prospectus

Zhongtian Holdings (Hong Kong) Limited (4 K¥# /(&
#) A BRZF]), a company incorporated in Hong Kong with
limited liability on 6 April 2020, and an indirect

wholly-owned subsidiary of our Company
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DEFINITIONS

“Zhongtian Holdings”

“Zhongtian Holdings Group”

“Zhongtian Gongying”

Hunan Zhongtian Holdings Group Company Limited* (i#
BRI SE B LA FR S 7], formerly known as Hunan
Zhongtian Shiji Investment Company Limited* (W55 H X
M ERMAERAR)), a company limited by shares
established in the PRC on 6 December 2010, the holding
company which held approximately 74.97% of the share
capital of Zhongtian Construction immediately before the
Reorganisation, a deemed connected person of our
Company, and was held by 79 individuals including 12
individuals who are directors or senior management
members of our Group or their associates as to
approximately 49.04% in aggregate and 67 individuals who
are Independent Third Parties including our employees and
ex-employees as to approximately 50.96% in aggregate, for
further details, please refer to the section headed “History,
Development and Reorganisation — Corporate structure —
Corporate structure of our Group immediately prior to the

Reorganisation” in this prospectus

four companies which Zhongtian Holdings had interests,
namely Hengji Real Estate, Wuguang Investment, Hangxiao

Technology and Fangge Intelligence

Zhuzhou Zhongtian Gongying Business Services (Limited
Partnership)* (BRI H RILFEHIRE S B SEEREGE)),
a limited partnership established in the PRC on 22 December
2015, which held approximately 2.87% of the share capital in
Zhongtian Construction immediately before the
Reorganisation, and was held by 39 partners, with Ms. Zhang
Weihui (5R4%%#), an Independent Third Party, as the general
partner holding approximately 11.03% of partnership interest,
and 38 limited partners including two individuals who are
directors or senior management members of our Group or
their associates as to approximately 9.78% in aggregate and
36 individuals who are Independent Third Parties including
our employees and ex-employees as to approximately 79.19%
in aggregate, for further details, please refer to the section
headed “History, Development and Reorganisation —
Corporate structure — Corporate structure of our Group

immediately prior to the Reorganisation” in this prospectus
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DEFINITIONS

“Zhongtian Steel Structure

Construction”

“Zhongtian Weijing”

“Zhongtian Weiyi”

Hunan Zhongtian Hangxiao Steel Structure Construction
Limited* (HIFH RATARSMERR AR AR), a company
established in the PRC with limited liability on 22 October
2021, and a direct wholly-owned subsidiary of Zhongtian

Construction

Zhuzhou Zhongtian Weijing Business Services (Limited
Partnership)* (BRI o KRS S IRES B8 2 ERAE)), a
limited partnership established in the PRC on 22 December
2015, which held approximately 3.69% of the share capital in
Zhongtian Construction immediately before the Reorganisation,
and was held by 38 partners, with Mr. Liu as the general
partner holding approximately 13.71% of partnership interest,
and 37 limited partners including two individuals who are
directors or senior management members of our Group or their
associates as to approximately 3.72% in aggregate and 35
individuals who are Independent Third Parties including our
employees and ex-employees as to approximately 82.57% in
aggregate, for further details, please refer to the section headed
“History, Development and Reorganisation — Corporate
structure — Corporate structure of our Group immediately prior

to the Reorganisation” in this prospectus

Zhuzhou Zhongtian Weiyi Business Services (Limited
Partnership)* (BRI 5 KM — P B IR & AR KA IR G 1)), a
limited partnership established in the PRC on 22 December
2015, which held approximately 3.64% of the share capital of
Zhongtian Construction immediately before the Reorganisation,
and was held by 37 partners, with Mr. Tan Xuewen (FEEE D),
an Independent Third Party, as the general partner holding
approximately 9.84% of partnership interest, and 36 limited
partners including three individuals who are directors or senior
management members of our Group or their associates as to
approximately 7.54% in aggregate and 33 individuals who are
Independent Third Parties including our employees and
ex-employees as to approximately 82.62% in aggregate, for
further details, please refer to the section headed “History,
Development and Reorganisation — Corporate structure —
Corporate structure of our Group immediately prior to the

Reorganisation” in this prospectus
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DEFINITIONS

“ZHURD”

“Zhuzhou”

“Zhuzhou AMR” or
“Zhuzhou AIC”

“ZT (A)”

Bureau of Housing and Urban-Rural Development of Zhuzhou

City (RRIN T 55 A3 A0 2 5 RD)
Zhuzhou City, Hunan Province

Zhuzhou Administration for Market and Regulation® (k¥ i 7
BB E ), formerly known as Zhuzhou Administration
for Industry and Commerce of Hunan Province* (il B & kil
W L BT BUE P R)

ZT (A) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was held by 79 individuals,
being the same group of shareholders of Zhongtian Holdings,
proportional to their respective shareholdings (subject to
rounding) in Zhongtian Holdings immediately before the
Reorganisation, including 12 individuals who are directors or
senior management members of our Group or their associates as
to approximately 49.04% in aggregate and 67 individuals who
are Independent Third Parties including our employees and
ex-employees as to approximately 50.96% in aggregate, with
each of the Independent Third Parties holding approximately
0.04% to 9.87%, for further details, please refer to the section
headed “History, Development and Reorganisation — The
individual shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT
(E), ZT (F), ZT (G), ZT (H), ZT (), ZT (J), ZT (K), ZT (L) and
ZT (M)” in this prospectus
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DEFINITIONS

“ZT (B)”

“ZT (C)”

ZT (B) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was held by the 38 partners
of Zhongtian Weijing proportional to their respective
partnership interest (subject to rounding) in Zhongtian Weijing
immediately before the Reorganisation, including three
individuals who are directors or senior management members
of our Group or their associates as to approximately 17.37% in
aggregate and 35 individuals who are Independent Third Parties
including our employees and ex-employees as to approximately
82.63% in aggregate, with each of the Independent Third
Parties holding approximately 0.41% to 6.86%, for further
details, please refer to the section headed ‘History,
Development and Reorganisation — The individual
shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT (E), ZT
(F), ZT (G), ZT (H), ZT (), ZT (), ZT (K), ZT (L) and ZT
(M) in this prospectus

ZT (C) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was held by the 37 partners
of Zhongtian Weiyi proportional to their respective partnership
interest (subject to rounding) in Zhongtian Weiyi immediately
before the Reorganisation, including three individuals who are
directors or senior management members of our Group or their
associates as to approximately 7.55% in aggregate and 34
individuals who are Independent Third Parties including our
employees and ex-employees as to approximately 92.45% in
aggregate, with each of the Independent Third Parties holding
approximately 0.44% to 9.84%, for further details, please refer
to the section headed “History, Development and
Reorganisation — The individual shareholders of ZT (A), ZT
(B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (1),
ZT (), ZT (K), ZT (L) and ZT (M)” in this prospectus
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DEFINITIONS

“ZT (D)n

“ZT (E)”

“ZT (F)”

“ZT (G)”

“ZT (H)”

“ZT (I)n

ZT (D) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was held by the 39 partners
of Zhongtian Gongying proportional to their respective
partnership interest (subject to rounding) in Zhongtian
Gongying immediately before the Reorganisation, including two
individuals who are directors or senior management members
of our Group or their associates as to approximately 9.78% in
aggregate and 37 individuals who are Independent Third Parties
including our employees and ex-employees as to approximately
90.22% in aggregate, with each of the Independent Third
Parties holding approximately 0.56% to 11.07%, for further
details, please refer to the section headed ‘History,
Development and Reorganisation — The individual
shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT (E), ZT
(F), ZT (G), ZT (H), ZT (), ZT (), ZT (K), ZT (L) and ZT
(M) in this prospectus

ZT (E) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was owned as to
approximately 77.93% by Mr. Yang and approximately 22.07%
by Ms. Gan Yinghua (HB#E) (spouse of Mr. Yang)

ZT (F) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was wholly-owned by Mr.
Liu

ZT (G) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was wholly-owned by Mr.
Xu Zhongguang (FF/%) (director of Jicai Trading and

Hangxiao Materials)

ZT (H) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was owned as to
approximately 94.97% by Mr. Chen and approximately 5.03%
by Ms. Yang Zhonghua (#5%%) (spouse of Mr. Chen and
sister of Mr. Yang)

ZT (I) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was wholly-owned by Mr.
Shen
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DEFINITIONS

“ZT (J)” ZT (J) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was wholly-owned by Mr.

Chen Peirun (F351H) (our senior management member)

“ZT (K)” ZT (K) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was wholly-owned by Mr.
Min

“ZT (L)” ZT (L) Limited, a company incorporated in BVI with limited

liability on 23 March 2020, which was wholly-owned by Mr.
Wu Qian (5%:5if) (director of Kaida Apparatus)

“ZT M)~ ZT (M) Limited, a company incorporated in BVI with limited
liability on 23 March 2020, which was held by 25 Independent
Third Parties including our employees and ex-employees, with
each of the Independent Third Parties holding approximately
0.04% to 20.42%, for further details, please refer to the section
headed “History, Development and Reorganisation — The
individual shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT
(E), ZT (F), ZT (G), ZT (H), ZT (I), ZT (J), ZT (K), ZT (L) and
ZT (M)” in this prospectus

“%” per cent.

In this prospectus, the English names of PRC nationals, entities, departments, facilities,
certificates, titles, etc. marked “*” are translations of their Chinese names and are for

identification purposes only. If there is any inconsistency, the Chinese name shall prevail.

Unless expressly stated or otherwise required by the context, all data contained in this

prospectus are as at the Latest Practicable Date.

Unless otherwise specified, all references to any shareholding in our Company in this
prospectus assume no exercise of the Over-allotment Option and any option which may be granted

under the Share Option Scheme.
Certain amounts and percentage figures included in this prospectus have been subject to

rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an

arithmetic aggregation of the figures preceding them.
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GLOSSARY

This glossary contains certain definitions and technical terms in this prospectus which
relate to our business and the industries and sectors that we operate in. As such, some terms

and definitions may not correspond to standard industry definitions or usage of such terms.

“Belt and Road Initiative”

“cement”

“concrete”

2

“contract value” or “contract sum’

“curtain wall”

“EPC” or “EPC projects”

“GB/T 19001-2016”

“GB/T 24001-2016”

“GB/T 50430-2017”

the trading policy of the PRC Government aimed at linking
China to the world and to facilitate the trading between
China and its neighbouring Asian and European countries

along the new silk road

a substance used in construction that sets and hardens and

can bind other materials together

a composite material composed mainly of water,

construction aggregate and cement
final negotiated or proposed price of a contract before tax

an outer covering of a building in which the outer walls are
non-structural, designed to handle all loads imposed on it
as well as keep air and water from penetrating the building

envelope

engineering, procurement and construction, a common form
of contracting model whereby the contractor is
commissioned by the project owner to carry out such
project work as survey, design, procurement, construction
testing and commissioning of an engineering project, or any
combination of the above, either through the contractor’s
own labour or by subcontracting part or all of the project
work, and be responsible for the quality, safety, timely

delivery and cost of the project
the PRC equivalent standard of ISO 9001:2015
the PRC equivalent standard of ISO 14001:2015

the code for quality management of engineering

construction enterprises issued by MOHURD in 2017
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“ISO”

“ISO 9001:2015”

“ISO 14001:2015”

“ISO 45001:2018”

“mZ” or “Sq.m.”

“PC”

“person(s)-in-charge”

“prefabricated steel structure

construction works”

acronym for International Organisation for Standardisation,
a series of international standards, including quality
management and quality assurance standards published by
the Universal Certification Services Co., Ltd., a
non-government organisation for assessing the quality

system of business organisations

one of the guidelines of ISO, which is applicable to any

organisation to enhance its quality management system

one of the guidelines of ISO which is applicable to any
organisation that wishes to establish, implement, maintain

and improve its environmental management system

one of the guidelines of ISO, which is applicable to all
organisations to enhance its occupational health and safety

system

square metres

Procurement-Construction (being the general contracting of
procurement and construction), under which the owner is in
charge of design management and the contractor is in
charge of equipment selection, procurement and
construction of the project and take full responsibilities for
the quality, safety, construction period and cost of the
contracted projects in accordance with agreements under

the contract

employee(s) of our Group jointly selected by our operation,
production and human resources departments from the
project management department to take up the role of the
person(s)-in-charge in our construction projects managed

under the project management responsibility system

a type of construction works that consists of steel structural
components such as columns, beams and trusses that are

assembled on-site to complete the construction
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“project management responsibility

system”

“responsibility deposits”

“Revitalisation Plans of Ten Key

Industries”

“settlement audit”

“steel”

a project management system adopted with reference to the
Predecessor Construction Project Management Code and
the Construction Project Management Code since 2017 for

better monitoring of our construction projects. For details,

please refer to the section headed “Business — Our
Business Operations — Operation Process — Project
Implementation Phase — Project Management” in this
prospectus

the amount of the deposits placed by person(s)-in-charge
under the project management responsibility system, which
will be returned to the person(s)-in-charge of the
construction project (subject to the deduction in accordance
with the penalty mechanism in case of a delay of project
schedule caused by the person(s)-in-charge or any quality
or safety issue caused by the person(s)-in-charge) after the
completion of the construction of the project regardless of
whether the person(s)-in-charge achieved the prescribed
goals, for entitlement of potential rewards and better

opportunities to take part in sizable or complex projects

the policy of the PRC Government to stimulate the growth of
ten industries, including steel, automobile, shipbuilding,
petrochemical, non-ferrous metals, equipment manufacturing,

textile, light industry, information technology and logistics

a process of a project to certify the final settlement value
of the completed construction works of the project by

customers (through engagement of qualified surveyors)

an alloy of iron and carbon, widely used in construction

because of its high tensile strength and low costs
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FORWARD-LOOKING STATEMENTS

This prospectus contains certain statements that are “forward-looking” and uses
forward-looking terminology such as “anticipate”, “believe”, “expect”, “may”, “plan”, “consider”,
“ought to”, “should”, “would”, “shall”, “will” and the negative of these terms and other similar
expressions, as they relate to us. Those statements include, among other things, the discussion of
our growth strategy and the expectations of our future operations, liquidity and capital resources,
which reflect the current view of our management with respect to future events based on the
beliefs of our management and assumptions made by and information currently available to our
management, and are subject to certain risks, uncertainties and factors, including the risk factors
described in the section headed “Risk Factors” of this prospectus. Potential investors of the Offer
Shares are cautioned that reliance on any forward-looking statement involves risk and uncertainties
and that, any or all of those assumptions could prove to be inaccurate and as a result, the
forward-looking statements based on those assumptions could also be incorrect. As a result of
these and other risks, uncertainties and assumptions, the forward-looking events and circumstances
discussed in this prospectus might not occur in the way we expect or at all. In light of these, the
inclusion of forward-looking statements in this prospectus should not be regarded as
representations or warranties by us that our Group’s plans and objectives will be achieved and
these forward-looking statements should be considered in light of various important factors,
including those set forth in the section headed “Risk Factors” of this prospectus. We do not intend
to update these forward-looking statements in addition to our on-going disclosure obligations
pursuant to the Listing Rules or other requirements of the Stock Exchange. Investors should not

place undue reliance on such forward-looking information.
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You should carefully consider all information set out in this prospectus, including the risks
and uncertainties described below before making an investment in the Offer Shares. You should
pay particular attention to the fact that we are incorporated in the Cayman Islands and that all
of our operations are conducted in the PRC and are governed by a legal and regulatory
environment that differs from that prevailing in other countries. Our business, financial
condition and results of operations could be materially and adversely affected by any of these

risks. The trading price of the Shares could decline due to any of these risks and you may lose

all or part of your investment.

RISKS RELATING TO OUR BUSINESS

Our business operations, working capital and cash flow position may be adversely affected if

our customers delay in processing payment or fail to settle our bills.

Our working capital, future operations and cashflow largely depend on the timely settlement
of the payments by our customers. Our major projects generally take three years or more to
complete. Moreover, even after we have completed the work required, the process of the settlement
audit as well as the internal procedure for our customers to settle their payments to us afterwards
may take years to complete, especially for some Government-related Entities customers, which
require a longer settlement audit period as the internal approval processes for Government-related
Entities customers are generally more complicated and require multiple rounds of negotiations with
multiple levels of responsible persons to determine the final settlement. Therefore it may take
more than four years for us to receive the corresponding payments for our construction work,
which may affect our working capital and cash flow position. If we experience late payments from

our customers, our trade and bill receivables will increase.

Moreover, according to the data published by the Ministry of Finance, the general public
budget income of PRC local governments in 2022 amounted to approximately RMB10.9 trillion,
representing a decrease of approximately 2.1% as compared to that in 2021; and the general public
budget expenditure of PRC local governments in 2022 amounted to approximately RMB22.5
trillion, representing an increase of approximately 6.4% as compared to that in 2021. For FY2019,
FY2020, FY2021 and 3Q2022, approximately RMB662.9 million, RMB453.3 million, RMB447.7
million and RMB676.5 million of our revenue was generated from Government-related Entities,
representing approximately 36.4%, 25.6%, 24.6% and 49.5% of our total revenue during the same
period, respectively. The amount of trade receivables attributable to Government-related Entities
was approximately RMB226.2 million, RMB216.6 million, RMB266.3 million and RMB252.1
million as at 31 December 2019, 2020, 2021 and 30 September 2022, respectively, representing
47.2%, 42.2%, 58.8% and 64.0% of the trade receivables as at the same date, respectively. The

amount of contract assets attributable to the Government-related Entities was approximately
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RMB669.3 million, RMB669.6 million, RMB638.5 million and RMB663.8 million as at 31
December 2019, 2020, 2021 and 30 September 2022, respectively, representing 56.8%, 54.3%,
52.2% and 55.8% of the contract assets as at the same date, respectively. Given the contribution of
our Government-related Entities customers on our revenue, trade receivables and contract assets
during the Track Record Period, if the fiscal conditions of the PRC local governments continue to
deteriorate, they may reassess or adjust the future budget on construction works and engage in less

construction works, or may delay the settlement of trade receivables and contract assets to us.

Further, we would make payments in advance for procuring construction materials, equipment
and labour at the beginning of a project or before achieving certain project milestones. As such, if
our customers fail to make timely payments or are in default in making payments or if there is a
lapse in time between our receipt of payments from our customers and our payments due to our
suppliers, our results of operations would be adversely affected and our working capital would be
reduced. In the event that we are unable to generate sufficient cash flow from our operations or are
otherwise unable to obtain sufficient funds to bridge the temporary cash flow mismatch, our

liquidity and financial condition may be materially and adversely affected.

Our trade and bills receivables (gross) amounted to approximately RMB488.8 million,
RMB518.7 million, RMB453.8 million and RMB394.6 million as at 31 December 2019, 2020,
2021 and 30 September 2022, respectively, representing 26.2%, 26.3%, 24.1% and 21.7% of our
total assets, respectively. As at 31 December 2019, 2020, 2021 and 30 September 2022, the
provision for impairment of trade and bills receivables amounted to RMB6.0 million, RMBS&.8
million, RMBS8.3 million and RMB7.8 million, respectively, accounting for 1.2%, 1.7%, 1.8% and
2.0% of our trade and bills receivables, respectively. For each of FY2019, FY2020, FY2021 and
3Q2022, our average trade and bills receivables turnover days were 76.9 days, 103.9 days, 97.3
days and 85.1 days, respectively. Our average trade and bills receivables turnover days increased
from 76.9 days for FY2019 to 103.9 days for FY2020 when compared with that of FY2019 mainly
because a number of projects have completed their settlement audit during FY2020, thus we were
entitled to bill a larger amount of contract assets and our trade receivables as at 31 December 2020
were proportionately larger, leading to a higher trade and bills receivables turnover day for
FY2020. Our trade receivables aged over one year based on invoice dates and on due dates
amounted to RMB107.1 million and RMB20.1 million as at 31 December 2021, respectively. Our
trade receivables (net of impairment loss) aged over one year based on invoice dates and on due
dates amounted to RMB114.4 million and RMB33.5 million as at 30 September 2022, respectively.
For further details, please refer to the section headed “Financial Information — Discussion on
selected items of consolidated statements of financial position — Trade, bills and other
receivables” in this prospectus. We cannot assure you that we will be able to collect all or any of
our trade and bill receivables and we may record impairment losses on such receivables in the
future, which may materially and adversely affect our business, results of operations and financial

conditions.
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If we are unable to fully recover our contract assets or if retention money is not fully released
to us after expiry of the warranty period, our liquidity and financial position may be

adversely affected.

Contract assets represent our right to consideration for work completed at the reporting date
on revenue related to the provisions of construction services. Contract assets are recognised when
our Group recognises revenue before being unconditionally entitled to the consideration under the
payment terms as set out in the contract (such as upon completion of settlement audit). For details
of the billing progress and accounting treatments of our construction projects, please refer to the
section headed “Financial Information — Significant factors affecting our financial condition and
results of operations — Billing progress and accounting treatments of our construction projects” in
this prospectus. Contract assets are transferred to receivables when the rights to the consideration
has become unconditional which usually occurs when we bill the customers. Our Group recorded
contract assets of approximately RMB1,173.5 million, RMB1,227.2 million, RMB1,216.1 million
and RMBI1,179.0 million as at 31 December 2019, 2020, 2021 and 30 September 2022,

respectively.

We cannot assure you that the financial position of our customers will remain solvent or that
our customers will settle our progress payments or release the retention money on time or that we
will be able to recover our contract assets in full or at all in the future. If we are unable to receive
our progress payments and retention money or recover our contract assets, our liquidity and

financial position may be materially and adversely affected.

If we are unable to perform our contracts with customers and unable to fulfil our obligation
in respect of contract liabilities, our financial position and results of operations may be

adversely affected.

We may receive advance payment from our customers for providing construction contracting
services on a case-by-case basis, giving rise to contract liabilities. As at 31 December 2019, 2020,
2021 and 30 September 2022, our contract liabilities amounted to RMB29.1 million, RMB37.2
million, RMB25.0 million and RMB50.1 million, respectively. For details, please refer to the
section headed “Financial Information — Discussion on selected items of consolidated statements
of financial position — Contract assets and contract liabilities — Contract liabilities” in this
prospectus. If we fail to fulfil our obligations under our contracts with customers, we may not be
able to convert such contract liabilities into revenue, and our customers may also require us to
refund the payments we have received, which may adversely affect our cash flow and liquidity
position and our ability to meet our working capital requirements and in turn, our financial

position and results of operations.
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Our working capital, liquidity and financial condition may be adversely affected if we do not
maintain comparable level of responsibility deposits from the persons-in-charge of our

construction projects.

We had put in place a project management responsibility system for better monitoring of our
construction projects, which the person(s)-in-charge of our construction projects place
responsibility deposits to us. We assess each project individually in determining whether a project
should be managed under the project management responsibility system and if so, the minimum
amount of responsibility deposits and the minimum number of person(s)-in-charge we require for
the project. As at 31 December 2019, 2020 and 2021 and 30 September 2022, approximately
52.6%, 35.5%, 30.1% and 23.1% of our projects (in terms of numbers) and approximately 56.1%,
70.8%, 56.3% and 43.4% of our projects (in terms of contract sum), respectively, are managed
under the project management responsibility system. For further details, please refer to the section
headed “Business — Operation process — Project implementation phase — Project management

— Project management responsibility system” in this prospectus.

As at 31 December 2019, 2020 and 2021 and 30 September 2022, responsibility deposits of
approximately RMB32.3 million, RMB36.4 million, RMB34.8 million and RMB25.3 million,
respectively, were placed by the persons-in-charge to our Group, representing approximately
40.0%, 47.4%, 39.1% and 19.9% of our Group’s cash and cash equivalents as at the same date. If
we receive significantly less amount of responsibility deposits from the persons-in-charge under
the project management responsibility system or if we cease to put in place the project
management responsibility system, our working capital may be reduced. In the event that we are
unable to generate sufficient cash flow from our operations or are otherwise unable to obtain

sufficient funds, our liquidity and financial condition may be materially and adversely affected.

We recorded negative cash flows from operating activities during the Track Record Period,
which may have an adverse effect on our business, financial condition, results of operations

and prospects.

We recorded net cash used in operating activities of RMB23.5 million for 3Q2022, primarily
due to the decrease in trade and bills payables of approximately RMB298.5 million, partially offset
by the increase in accruals and other payables of approximately RMB79.6 million and the decrease
in trade, bills and other receivables of approximately RMBS53.2 million. For further details, please
refer to the section headed “Financial Information — Liquidity and capital resources — Cash
flows” in this prospectus. Net operating cash outflow could impair our ability to make necessary
capital expenditures and constrain our operational flexibility as well as adversely affect our ability

to meet our liquidity requirements.
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While we believe we have sufficient working capital to fund our current operations, we may,
however, experience net cash outflows from our operating activities in the future. If we are unable
to maintain adequate working capital, we may default in our payment obligations and may not be
able to meet our capital expenditure requirements or pursue our growth strategies, which may have

a material adverse effect on our business, financial condition, results of operations and prospects.

Discontinuation of any of the preferential tax treatments we enjoy or imposition of any

additional taxes can adversely affect our financial conditions and results of operations.

Pursuant to the EIT Law, the EIT rate generally applicable in the PRC has been 25% since 1
January 2008. However, Zhongtian Construction, our principal operating subsidiary, was certified
as a High and New Technology Enterprise (Fi#4%fii1>3) in October 2018 and enjoyed a
preferential enterprise income tax rate of 15% for FY2018, FY2019 and FY2020. Zhongtian
Construction successfully renewed its status of a High and New Technology Enterprise (/=74
1>%) in September 2021, and is entitled to the preference income tax rate of 15% for FY2021,
FY2022 and FY2023. The preferential tax treatment will expire on 17 September 2024 unless the
High and New Technology Enterprise Certificate (= #1#%li{>3E7E3) is renewed in FY2024. If
Zhongtian Construction fails to maintain or renew the High and New Technology Enterprise
certification or the PRC government changes its tax policy of supporting new technology
development, the applicable EIT rate would increase to 25%, which can have an adverse effect on

our financial condition and cash flow position.

We have limited control over the quality, availability and costs of our subcontractors and

subcontracted workers.

We subcontract certain of our construction services from time to time and engage labour
subcontractors to provide labour to conduct manual work in the course of our project execution.
Despite the fact that we regularly monitor and conduct quality check on the performance of our
subcontractors and subcontracted workers, we cannot guarantee the service quality provided by our
subcontractors. We are exposed to legal liabilities if we are not able to monitor the performance of
our subcontractors as efficiently as communed to our own staff, or if our subcontractors violate
any laws, rules or regulations in relation to environmental protection, and health and safety matters
regulations, which may affect their renewal of relevant registrations or licences or may even lead

to revocation of their registrations or licences.

In addition, the subcontracting arrangement also exposes us to risks associated with any
non-performance, delayed performance or sub-standard performance by our subcontractors or their
respective employees. If this happens to our subcontractors in our projects, we will have to appoint
replacement subcontractor(s) and additional costs will be incurred. We may also incur additional

costs or be subject to liability due to delay in schedule or defect in the works of our subcontractors
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or if there is any accident causing personal injuries or death of our subcontractors’ employees. In
addition, our inability to hire qualified subcontractors may hinder our ability to complete a project

successfully.

These events may impact upon our profitability, financial results and reputation, as well as

result in litigation or damage claims.

There is uncertainty as to the tender success rate of our Group in the future.

Due to our industry nature, all of our revenue is derived from contracts awarded through
tendering and such contracts are not recurring in nature. During the Track Record Period, a vast
majority of our revenue were generated from projects that were awarded by either public tender or
invitation by tender. Our Group’s tender success rates for FY2019, FY2020, FY2021 and 3Q2022
were approximately 28.1%, 19.2%, 25.5% and 10.6%, respectively. After the Track Record Period
and up to the Latest Practicable Date, our tender success rate was approximately 15.2%. We cannot
guarantee that we will be invited to participate in the tender process and even if we are invited,
our tender success rate is influenced by the following factors which may be out of our control,
including (i) our Group’s project capacity; (ii) the number of tenders submitted by our Group and
(iii) the pricing and other terms and conditions offered by our competitors. Therefore, we cannot
assure you that we will succeed in the tender process and we may not be able to maintain or
increase our tender success rate. Moreover, we may not be awarded with new contracts by our
customers upon expiry of the existing contracts. If our Group is not able to maintain the current
tender success rate, or if we are unable to secure new projects with a contract sum similar to or
larger than the contract sum of our current projects on a continuous basis, our revenue and

operation may be materially and adversely affected.

Our operating results may be significantly affected by changes in the prices and availability

of raw materials.

We are vulnerable to changes in market prices and the availability of our raw materials. Our
principal raw materials include steel, cement, concrete and gravel. Our raw materials represent a
substantial portion of our cost of sales. For FY2019, FY2020, FY2021 and 3Q2022, costs of our
raw materials represented 48.6%, 43.5%, 39.5% and 43.7% of our total cost of sales, respectively.
Raw materials prices depend on a variety of factors beyond our control, including the global and
PRC economy and related government policies, climatic change and industry demand. For
example, according to the F&S Report, the price index of steel in China increased from 84.8 in
2016 to 131.70 in 2021 while the price index of concrete increased from 93.5 in 2016 to 157.20 in

2021. We cannot guarantee that the price of our raw materials will remain at the current level and
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will not be in shortage. In addition, we may not be able to shift the price increase to our customers
in a timely manner or at all. If there is shortage of raw materials or fluctuation of their prices, our

costs of sales may increase and our results of operations may be adversely affected.

Any material discrepancies between the estimated costs and the actual costs ultimately

incurred may adversely affect our financial conditions and result of operations.

We determine the tender price based on among other things, our cost analysis. As it is
difficult to predict the costs accurately at the outset, cost overruns may be resulted due to the
evolving macroeconomic conditions, variations in labour and equipment productivity, price
fluctuations of raw materials, cost fluctuations of labour and unforeseen project conditions. Cost
overruns may result in lower profits or even a loss in spite of any buffers we may have built into
the contract value to safeguard against the increase of costs. Some of our contracts may have a
price adjustment mechanism, which allows adjustment of price in certain circumstances. For
details, please refer to the section headed “Business — Operation process — Project preparation
phase — Price determination and costs management” in this prospectus. However, we cannot
guarantee that the price adjustment clause could adequately cover the amount of increased costs. In
the event that our actual costs significantly exceed our estimated costs and the price adjustment
mechanism is not adequate to cover the increased costs, our financial conditions and results of

operations could be materially and adversely affected.

During the Track Record Period, there were seven loss-making projects out of 164 projects
which has completed construction during the Track Record Period. The total contract sum for these
projects was approximately RMB63.5 million and the total net loss recorded for these projects
during the Track Record Period was approximately RMB1.9 million. Save as disclosed above, our
Group did not have any other loss-making projects which has completed construction during the
Track Record Period.

Our borrowings and significant interest payment obligations could limit our working capital

required for our business operations.

We fund the working capital required for our business operations and capital expenditure
mainly through cash generated from operations and interest-bearing bank and other borrowings. As
at 31 December 2019, 2020, 2021 and 30 September 2022, our borrowings amounted to
approximately RMB76.2 million, RMB65.6 million, RMB66.9 million and RMB142.8 million,
respectively. For further details, please refer to the section headed “Financial Information —
Indebtedness” in this prospectus. We cannot assure you that we will be able to renew existing
borrowings upon expiry, or secure new borrowings from banks or other financial institutions,
whether on commercially acceptable terms or not. If the banks and other financial institutions

providing existing borrowings do not continue to extend similar or more favourable facilities to us
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and we fail to obtain alternative borrowings on comparable terms or at all, our construction
projects may result in delay, our operation and expansion may be curtailed and we may be forced
to give up certain business opportunities. As a result, our business, financial position and results of

operations will be adversely affected.

If there is disagreement on the value of the works performed by our Group, we may have

profit lower than the estimated profits or incur losses on contracts.

Disagreement may arise between us and our customers as to the value of work performed and
the progress billing that we are entitled to in the relevant period. The value of our work done is
generally ascertained with reference to the scope of work and fees specified in the contracts or
determined by the mechanism specified in the contracts. However, we and our customers may have
different assessment as to the valuation of the works performed. Any dispute regarding the value
of the work performed may prolong our payment application, which may affect our liquidity and

financial position.

There is no assurance that we will be able to recover the disputed cost of the works
performed under such circumstances in full, and we may not be able to maintain the same or
similar profit margins under such circumstances, resulting in adverse effect on our financial

condition and results of operations.

Failure to comply with relevant laws and regulations could materially affect our business

operations.

We are subject to extensive laws and regulations at the national and local levels, which
govern various aspects of our operations. Despite the implementation of the internal control
measures, we cannot assure you that our measures are sufficient and effective to protect our Group
from violation of laws and regulations in the PRC. Certain legal uncertainties, inconsistent
interpretations and enforcement of current PRC laws and regulations, rapid changes in the relevant
laws and regulations and their interpretation and enforcement may expose us to risk of
non-compliance of the laws and regulations. We may be subject to administrative or regulatory
fines and penalties, including the suspension or revocation of our licences, if non-compliance is
identified and our operations may be hindered or halted, which could have a material and adverse
effect on our business and results of operations. During the Track Record Period, we entered into
interest bearing loans with our related parties which do not comply with the General Rules for
Loans (83 HIl) promulgated by the People’s Bank of China. For more information, please refer
to the section headed “Business — Legal and regulatory — Non-compliance incidents” in this

prospectus. As advised by our PRC Legal Advisers, the maximum penalty for non-compliance of
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the General Rules for Loans (£ 3% Hl]) promulgated by the People’s Bank of China would be up
to five times of the income deriving from such loan. Should the non-compliance loan arrangements

incur any claim or penalty, our results of operation may be adversely affected.

Failing to maintain or renew material qualifications, operating licences, certificates and

permits could affect our business operations and results of operations.

Since we operate a heavily regulated business, we are required to maintain and renew a
number of qualifications, operating licences, certificates and permits. For details of the material
qualification, operating licences and permits possessed by our Group, please refer to the section
headed “Business — Licences, qualifications and permits” in this prospectus. To maintain or renew
such qualifications, operating licences, certificates and permits, our Group may subject to
inspections, examinations and inquiries by the relevant government authorities. We cannot
guarantee that we will be able to maintain or renew the requisite qualifications, operating licences,
certificates and permits or comply with the new requirements for maintaining those qualifications,
operating licences, certificates and permits if new laws and regulations are promulgated or the
existing laws and regulations are amended. Failure in renewing any material qualifications,
operating licences, certificates and permits may prevent us from undertaking or carrying certain
types of projects or works or we may be subject to penalties or may incur additional costs. As a

result, our business, financial condition and results of operations may be adversely affected.
We may not be able to complete a construction project in a timely manner.
The following factors may lead to project delays:
. suspension of the construction of certain outdoor projects owing to unexpected adverse
weather conditions such as inclement weather, prolonged precipitation and extreme

temperature;

. temporary halt of the construction of certain outdoor projects ordered by authorities

under severe air pollution;

. unexpected natural disasters and other operating hazards such as earthquakes, floods,

typhoons, landslides or fire;

. outbreak, epidemic and/or pandemic of (or the escalation and/or intensification of any
outbreak, epidemic and/or pandemic of) infectious or contagious diseases (such as the
avian influenza A (H5N1), swine influenza (HIN1), Severe Acute Respiratory Syndrome
(SARS) or COVID-19) and/or other adverse public health development in the PRC;
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. failure to obtain various regulatory approvals, licences or permits from government

agencies as scheduled;

. delivery delays caused by shortages of key equipment, materials or labour;
. quality problems with equipment;

. suspension of water and electricity supplies;

. unexpected engineering, design, environmental or geological problems; and

. failure to obtain sufficient bank loans or other financing on favourable terms, or at all.

All of the above situations may result in our inability to meet the key milestones as agreed in
the construction contracts and thus delays in the target completion date for the concerned projects.
Moreover, the extreme weather conditions, natural disasters and operating hazards may also cause
damages to our construction projects which are in progress, and additional time and costs may be
incurred to repair those destructions. Any delay in construction projects that is resulted by other
than force majeure events could impair our ability to meet our contractual obligations and cause us
to be liable for damages or cause our customers to cancel orders, any of which could negatively
affect our reputation, business and results of operations. We cannot assume that we can always
complete our projects in time in the future and if this occurs, we may be held liable for the delay
in schedule and therefore be required to make compensation to our customers for their losses in
the future. Further, any delay in achieving key milestones of a construction project or completing a
construction project could result in a delay or a reduction of payment of the contract value by our
customers and hence our business operations and financial condition will be materially and

adversely affected.

The outbreak of COVID-19 or any other severe communicable disease could adversely affect

our Group’s financial positions and results of operations

Our business could be materially and adversely affected by widespread epidemic of
COVID-19 or other communicable disease such as Severe Acute Respiratory Syndrome (SARS),
Middle East Respiratory Syndrome (MERS), H5N1 flu, H7N9 flu, HIN1 flu and Ebola virus. Our
operations could also be disrupted if any of our employees were suspected of contracting or
contracted an epidemic disease, since this could require us to quarantine some or all of our
employees and disinfect the buildings or sites. Moreover, the outbreak may also result in shortage
of raw materials and labour and may cause temporary suspension of our construction projects
which may result in the delay of our construction projects. In addition, the outbreak may also

severely affect and restrict the level of economic activity as the government may impose
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regulatory or administrative measures quarantining affected areas or other measures to control or
contain the outbreak of the severe communicable diseases. Any economic downturn and travel
restrictions as a result of severe communicable diseases may result in delay in payment from our
customers and/or termination of projects. Should any such events occur, our financial positions and
results of operations may be adversely affected. During the Track Record Period, all of our
construction projects which are on-going immediately before the outbreak of COVID-19 had
encountered suspension for around 37.1 days on average due to the outbreak of COVID-19 and
have resumed on or before 1 April 2020. For details, please refer to the section headed “Summary

— Recent development — The impact of the COVID-19 outbreak™ in this prospectus.

Our Chinese company name may be identical or similar to other companies in the

construction industry established in the PRC.

The Chinese company name of our Company and our subsidiaries contain “H'K”
(Zhongtian). In particular, Zhongtian Construction, our major operating subsidiary, has been using
R (Zhongtian) in its name since 2004. As at the Latest Practicable Date, we have not
registered any trademark containing “Zhongtian” or “H'X” in the PRC and have registered six
trademarks in Hong Kong which contain the words “H7K” and/or “Zhongtian”. For more
information on our intellectual property rights, please refer to the section headed “B. Further
information about the business of our Group — 2. Intellectual property rights” in Appendix V to
this prospectus. Meanwhile, there are many PRC and Hong Kong companies whose names contain

“H1 X (Zhongtian), including companies in the construction industry.

As the general public may not be able to differentiate us and other companies whose names
contain “H1°K” (Zhongtian), if these companies are subject to any complaint, litigation, regulatory
action or other negative publicity, our reputation, market recognition, business, growth prospect,

results of operation and financial condition could be adversely affected.

We may also be subject to dispute over the use of company name(s) containing “HK”
(Zhongtian) with other companies whose names contain “HK” (Zhongtian). We cannot guarantee
that we will be able to resolve such disputes in our favour. For details of the potential liability that
may arise from the use of “f1°K” (Zhongtian) in our company names, please refer to the section
headed “Business — Intellectual property” in this prospectus. If any of such dispute arose against
us, even if groundless, our reputation, market recognition and business could be adversely
affected.
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We may be involved in intellectual property disputes and claims of infringement, which may

divert our management’s attention and harm our reputation and profitability.

We rely upon a combination of patents, trademarks and domain names to protect against
infringement. As at the Latest Practicable Date, we have registered 31 patents and one domain
name in the PRC while three patent applications were under review in the PRC. As at the Latest
Practicable Date, we have also registered six trademarks in Hong Kong which contain the words
“f1K and/or “Zhongtian”. For more information on our intellectual property rights, please refer
to the section headed “B. Further information about the business of our Group — 2. Intellectual

property rights” in Appendix V to this prospectus.

We may have to resort to litigation to enforce our intellectual property rights and protect our
proprietary information. Similarly, we may also face litigation for infringement of the intellectual
property rights of third parties, whether with merits or not. In particular, there are many PRC and
Hong Kong companies whose names contain “71°K” (Zhongtian), including companies in the
construction industry established in the PRC, and we may be subject to litigation regarding
infringement of intellectual property rights and/or passing off commenced by such companies,
whether with merits or not. Any legal proceeding, litigation or claim, brought by us or against us,
can incur additional costs, divert our management’s attention and resources and hence may
undermine our profitability. In case of unfavourable determination of any legal proceeding,
litigation or claim, our business, financial condition and results of operations could be adversely
affected. If any third party commence litigation against us claiming for infringement of their
intellectual property rights and/or passing off, even if groundless, our reputation could be

adversely affected.

In addition, we cannot guarantee our employees will not breach the employee confidentiality
agreements and therefore cannot ensure that there will not be any misappropriation of proprietary
information. Any case of such misappropriation may result in a decrease in our revenue and a

decline in our competitiveness.
Backlog may not be indicative of our future results of operations.

We have provided our contract backlog amount, which represents the aggregate value of the
construction contracts we have executed as at certain dates, less revenue already recognised in
connection with such contracts up to and including the same date. For details of the contract
backlog amount, please refer to the section headed “Business — Our business operations —
Backlog and new contract value” in this prospectus. It gives an indication of the value of work
contracted for and yet to be completed and the revenue expected to be recognised in the future.
The values are calculated based on the assumption that the construction contracts will not be

terminated and will be performed in full in accordance with the terms. However, we are subject to
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risks that the contracts may be modified, cancelled or even terminated under certain circumstances
which may be out of our control, including, project delays and failure to settle the contract value
by our customers. We cannot assure you that the contract backlog amount can accurately reflect
our actual earnings in the future. We also cannot guarantee that our backlog amount will be
recognised timely, or at all, or that our backlog amount once recognised will result in profits.
Therefore, our backlog information as at 31 December 2019, 2020 and 2021 and 30 September
2022 and as at the Latest Practicable Date may not be an accurate indicator of our future results of

operations and earnings.

Our historical financial and operating results may not be indicative of future performance,

and we may not be able sustain the historical level of revenue and profitability.

For FY2019, FY2020, FY2021 and 3Q2022, our revenue accounted for approximately
RMB1,821.9 million, RMB1,769.9 million, RMB1,823.4 million and RMB1,366.0 million,
respectively, while our net profit accounted for approximately RMBS50.9 million, RMB49.6
million, RMB61.9 million and RMB51.2 million, respectively, representing a CAGR of 10.3%
from FY2019 to FY2021. Such trend of historical financial information of our Group is merely an
analysis of our past performance and does not have any implication or may not necessarily reflect
our financial performance in the future. Our future financial performance largely depends on our
capability to secure new contracts, maintain our relationships with our existing customers and keep
our costs at a level comparable to the current level. We cannot assure you that such growth rate
can be sustained and if our Group experiences any stagnant or negative growth in the future, our

profitability will be adversely affected.

Our inability to attract, retain or secure our senior management and key technical personnel

for our operations could hinder our continuing growth and success.

We believe our success depends, to a significant extent, on the services and effort of our
senior management and key personnel and our ability to attract, retain and motivate them. We
compete with other construction contracting companies for experienced personnel. If the terms of
the service agreements of our senior management and key personnel expire, we may not be able to
retain those personnel due to such intense competition. The loss of service of any personnel
holding an important position or possessing industry expertise or experience, especially those
specialised key technical personnel, could have an adverse impact on our business operations.
Further, owing to the intense competition, we cannot guarantee that we will be able to recruit
sufficient personnel with comparable qualifications and experience timely. As such, our business

and growth may be hindered.
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We may be unable to detect, deter and prevent misconduct by our employees, customers,

suppliers, subcontractors and other third parties.

Fraud or other misconduct including, among others, acceptance of kickbacks, bribes or other
illegal benefits or gains by our employees at different levels of our Group, whether individually or
in collusion with other employees, customers, suppliers, subcontractors or other third parties, could
reduce our operational efficiency and business performance, and may even result in violations of
laws by our Group, third party claims and regulatory actions against our Group and serious
reputation or financial harm to our Group. We cannot assure that all of our employees will fully
comply with our internal control procedures and systems when performing their duties. In addition,
we may also be subject to misconduct by third parties such as our customers, suppliers,
subcontractors. We cannot guarantee that we will be able to prevent or detect all incidents of
wrongdoings by our employees or other third parties timely, or at all. Any misconduct committed
against us or our interests, which may include past acts that have gone undetected or past acts that
have failed to be identified timely or future acts, could subject us to financial losses, harm our

reputation and may have an adverse effect on our business and results of operations.

We may be unable to detect, deter and prevent the involvement of our employees in the

“qualification affiliation” arrangement.

Our employees including the project managers and the persons-in-charge of our projects may
bid for, undertake and/or engage in projects themselves in the name of our Group without our
knowledge, which may result in violation of the laws by our Group and we may be liable to rectify
the non-compliance, confiscation of illegal income, fines, being restricted from bidding new
construction projects, or being ordered to suspend our business for rectification and reduce our
qualification level. If such incident occurs and we are not able to prevent or detect involvement of
our employees in the “qualification affiliation” arrangement in a timely manner, or at all, we may
be subject to financial losses, harm our reputation and may have an adverse effect on our business

and results of operations.

If we fail to meet specified technical standards or industry requirements, we may have to

incur additional costs to remedy the defects.

We are generally required to comply with certain technical standards and industry
requirements as stipulated in our contracts. If we fail to adhere to the standards and requirements
stipulated in our contracts, additional capital, manpower, time and other resources may be incurred
to rectify the defects. Further, our reputation may be harmed, which would as a result, hinder our
business expansion in the future. If any of the foregoing events occur, our business, results of

operations and financial condition may be adversely affected.
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We are exposed to claims and litigations in our ordinary course of business and we may

suffer financial losses and damage to reputation if we are found liable.

We may be involved in claims and litigation in the ordinary course of business for, among
other things, defective services, personal injuries, damage to or destruction of property, payment
disputes, breaches of contract and project delays. Please refer to the section headed “Business —
Legal and regulatory — Legal proceedings” in this prospectus for the details of material on-going
litigation of our Group as at the Latest Practicable Date. If the legal proceedings resulted in
unfavourable judgement or finding against us, we could face significant financial losses and find
ourselves subject to government sanctions, including fines and the loss of operational licences,
approvals, certificates, permits and qualifications. Further, we may be subject to lengthy and
expensive legal proceedings if the dispute is not resolved through negotiations. Some of the claims

or litigation may raise the attention of the public, damaging our reputation.
We may subject to fines for failing to register the lease agreement of leased property

As at the Latest Practicable Date, the lease agreement of one of our leased properties had yet
to be registered with the relevant Government authorities. For details, please refer to the section
headed “Properties — Leased properties — Properties leased from Independent Third Parties” in
this prospectus. As advised by our PRC Legal Advisers, lease agreement have to be registered with
the relevant authorities within 30 days of signing according to the Administration Measures for
Commodity House Leasing ({Pifh/mEHEEMMPIE)). We may be subject to a fine of
RMBI1,000 to RMB10,000 for each unregistered lease, amounting to a total maximum potential
fine of RMB10,000. Our PRC Legal Advisers further advised that the non-registration of lease

agreement would however not affect the enforceability of such lease.

Our R&D expenses may not enhance our operations and improve our services in the short

run.

We believe that R&D is of great importance to our business owing to the constantly evolving
construction industry. Through R&D, we endeavour to enhance the efficiency and effectiveness of
our construction solutions and to develop more innovative construction solutions so as to maintain
or even enhance our competitiveness in the construction industry. For further details, please refer
to the section headed “Business — Intellectual property” and “B. Further information about the
business of our Group — 2. Intellectual property rights” in Appendix V to this prospectus. Our
R&D expenses for FY2019, FY2020, FY2021 and 3Q2022 amounted to approximately RMB60.8
million, RMB54.1 million, RMB56.7 million and RMB42.1 million, respectively, representing
approximately 56.3%, 48.1%, 48.6% and 52.3% of our total administrative expenses. Going
forward, we intend to apply approximately 20.0% or approximately HK$17.1 million (equivalent to
approximately RMB15.6 million), of the net proceeds from the Global Offering to fund the
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establishment and operation of our know-how centre. For further details, please refer to the section
headed “Future Plans and Use of Proceeds” in this prospectus. However, the outcomes resulting
from R&D may not realise within the timeline as our Company has expected and there may also be
a discrepancy between the actual returns resulting from applying the outcome of the R&D. As a
result, if the profits generated from the R&D are not able to cover its costs in the short run, our

revenue, results of operations and business will be adversely affected in the short run.

We may experience failures in our information technology systems.

Our information technology systems may be subject to risks associated with computer
viruses, hardware and software failures, telecommunications failures, power outages, fires, natural
disasters and other similar events. Any information systems failure will interrupt our operations
and additional time and costs will be incurred for restoring the information lost or damaged. We
cannot guarantee that all information lost or damaged could be fully restored and if any of such
information which is critical to our business operations could not be restored, our operations may

be adversely affected.

We may be unable to implement our business strategies effectively.

Our ability to continue to grow our business depends on our continuing ability to successfully
implement our business strategies, which primarily depends on our ability to tender for and
compete for more construction projects, improve our profitability, as well as capture more business
opportunities. Further, our ability to implement our business strategies depends on factors which
are beyond our control, including the general macroeconomic conditions in the PRC, the
relationships with our customers, suppliers and subcontractors, the policies of the PRC government
and its increasing spending on construction infrastructure projects. In the event that we are unable
to implement our business strategies, we may not be able to grow at a rate comparable to our
growth in the past, or at all. As a result, our business, financial position and results of operations

may be adversely affected.

RISKS RELATING TO OUR INDUSTRY

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

Our business and future growth depends on the growth of the construction industry in the
PRC which in turn depends on the government policies in the PRC. For example, the Thirteenth
Five-Year Plan is introduced to promote the reconstruction of dilapidated houses in rural areas,
accelerate the shantytowns transformation and indemnificatory housing construction, accelerate the

construction of trunk road system and branch road system in urban central areas and promote the
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construction of transportation infrastructure. Moreover, as the PRC government considers
urbanisation as one of the core national strategies, the urbanisation and reconstruction in Hunan
Province are promoted and accelerated which stimulated the local demand for civil buildings and
municipal works. As we were one of the top ten non-state owned construction enterprises in
Zhuzhou in terms of total construction revenue in 2021 in Hunan Province and our revenue
generated from Hunan Province accounted for 71.5%, 74.9%, 75.8% and 67.5% of our total
revenue for FY2019, FY2020, FY2021 and 3Q2022, respectively, we believe we can benefit from
the existing government policies. However, we cannot assure that the government policies will be
implemented as effectively as planned, or at all, or will remain favourable to our business and
future growth. Our business and future growth may also be affected by other factors which may
affect the construction industry and are beyond our control such as market preference,
consumption habit, costs of raw materials and labour supply, investment atmosphere, availability
and performance of other market participants. If these factors are unfavourable to our business, or
if there is slowdown or regression in the China’s construction industry, which is shown in some
negative news in relation to the apparently deteriorated property sales in the PRC since the second
half of FY2021 and certain property developers has been in financial distress, the demand for our
services will be adversely affected, which may have a material and adverse effect on our business,

results of operations and prospect and leads to a higher default risk of our customers.

Furthermore, we are susceptible to adverse changes in government policies which will affect
the PRC’s construction industry, such as implementation of laws, regulations and policies which
limit the land supply for real estate development, tighten project financing, impose heavier tax
burden, reduce local government budgets and funding in the construction industry. The series of
macro-control policies issued by the PRC government which target to restrict the total amount of
real estate investment may also affect the growth of the real estate market. Moreover, the
regulations and policies implemented by the PRC government to cool down the real estate market
and hinder the growth in property prices, including the restriction policy on purchases of
residential properties by domicile of household, restrictions on mortgage and increase in interest
rate for real estate loans in the secondary market as adopted in certain cities, may hinder the
growth of the real estate market in the PRC and hence would adversely affect the development of
the PRC’s construction market. In the event that laws, regulations and polices which are adverse to
the growth of the construction industry are introduced, our business, results of operations and

prospect may be adversely affected.
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We face intense competition in our industry, and failure to compete effectively may cause us
to lose market share and our business operations and financial conditions could be adversely

and materially affected.

The construction industry in the PRC is highly competitive. Accordingly, we face intense
competition from a significant number of construction companies which provide similar services or
alternatives. According to the F&S Report, we are the fifth-ranked non-state owned construction
enterprise with first grade general contractor qualification in Hunan Province in terms of
construction revenue in 2021. We cannot guarantee that we will be able to increase or maintain our
existing market share since some of our competitors may have greater capital, financial, technical
and marketing resources and a wider range of services than we do. Owing to the above competitive
strengths, our competitors may be capable of providing better services and responding to market
changes promptly and effectively than we do. These intense competitions would adversely and

materially affect our business operations and financial conditions.

We may have inadequate insurance coverage, and the occurrence of uninsured damages could

have adverse effects on our business, financial conditions and results of operations.

We maintain insurance policies that are required under PRC laws and regulations as well as
policies based on our assessment of our operational needs and industry practice. For further details
on our insurance policies, please refer to the section headed “Business — Insurance” in this
prospectus. We cannot assure you that the insurance policies will provide adequate coverage for all
of the risks associated with our business operations. In addition, the occurrence of certain incidents
including accidents which led to personal injuries, property damage or death, earthquakes, fires,
adverse weather conditions, war, floods, power outages may not be covered adequately, or at all,
by our insurance policies. Any uninsured losses or liabilities may cause us to incur substantial
costs and to divert resources from our business operations, which could have an adverse effect on

our business, financial conditions and results of operations.

Our operations are subject to inherent operational risks and occupational hazards, which

could cause us to incur substantial costs, damage to reputation and loss of future business.

Construction sites are potentially dangerous workplaces and our construction projects
routinely place our employees, subcontracted workers and others in close proximity with heavy
duty construction machinery and equipment, moving motor vehicles and highly regulated and
volatile materials. Our employees and subcontracted workers are subject to the risks associated
with our construction activities, such as equipment failure, industrial accidents, geological
catastrophes, fire and explosions. These hazards would cause personal injuries and fatalities and
damage to our properties and equipment. During the Track Record Period, we did not record any

fatal incident in connection with occupational safety. Despite the implementation of safety
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policies, we cannot guarantee that workplace accidents will not occur in the future. Even the
accidents are not caused by our fault or negligence, they may result in disciplinary action by the
PRC government and/or cause us to incur relatively large costs, damage our reputation and result
in loss of future business. Further, there may be work safety related claims or legal proceedings
against us, which may incur substantial costs and could divert our senior management’s attention
from our business. As a result, our business, financial conditions and results of operations may be

adversely affected.

Our business operations may be adversely affected by present or future environmental

regulations or enforcement.

Our operations are subject to environmental protection laws, regulations, including the Law
of the People’s Republic of China on Prevention and Control of Noise Pollution (%2 A [& 3t A1 [
BRIE MRS YL Bl IR %), For example, we are required to adopt measures to control environmental
pollution produced at the construction sites and are subject to fees for discharging waste
substances. In the event of serious environmental offences, we may be subject to fines and other
administrative punishments. Enforcement agents are also authorised to order the close of our
construction facilities if our construction facilities cause harm or damage to the environment and
we fail to remediate the damage. As confirmed by our PRC Legal Advisers, our operations were in
compliance with the PRC environmental laws and regulations in all material respects during the
Track Record Period. However, we cannot assure you that we will not be subject to any fines or
administrative punishments for damage to the environment, if any, in the future. If the amount of
the fines is substantial or punishments are imposed, our results of operations, financial condition

and business may be adversely affected.

In addition, the PRC government and the relevant government authority may impose
additional or more stringent environmental protection laws, regulations, policies and standards
from time to time, and as a result, we may be subject to more onerous duties and obligations. We
may also be required to revise our current practices, implement enhanced compliance and internal
control manuals and systems, purchase new pollution control equipment, offer training to our
employees and subcontractors and introduce new preventive or remedial measures so as to ensure
compliance with the relevant laws, regulations, policies and standards, which would incur
additional financial, human and other resources. If we fail to comply with the relevant laws,
regulations, policies and standards in a timely manner, or at all, we may be subject to penalties

and hence our results of operations, financial condition and business may be adversely affected.
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RISKS RELATING TO THE PRC

The macroeconomic conditions in China determine our prospects and future growth.

The demand for our services, prospect and future growth, depends on the macroeconomic
conditions in China, including the GDP growth rate, levels of inflation, unemployment rates and
interest rates. According to the F&S Report, due to a series of economic stimulus policies
including the Revitalisation Plans of Ten Key Industries and the Belt and Road Initiative, the
nominal GDP in China has been growing moderately over the past five years, increasing from
RMB74.6 trillion in 2016 to RMB114.4 trillion in 2021 with a CAGR of 8.9% and it is estimated
that the nominal GDP in China would continue to grow at a CAGR of 5.2% from RMBI121.0
trillion in 2022 to RMB148.3 trillion in 2026. If the local economy experiences slower growth or
enters into rescission or if there is an adverse change in other economic conditions such as levels
of inflation, unemployment rates and interest rates, our business, results of operations and prospect

would be materially and adversely affected.

Political and economic policies of the PRC government could affect our Group’s business.

Since the commencement of the PRC government’s effort to reform the Chinese economy in
late 1970s, these reforms have led to significant economic growth and progress in social

development.

We anticipate that the PRC government will continue to further implement these reforms,
further reduce government interference on enterprises, and rely more on free market mechanisms
for the allocation of resources, bring positive effect on our overall and long-term development.
Any changes in the political climate, economic and social situation, the laws, regulations and
policies of the PRC arising therefrom, may have an adverse effect on the present or future
operations of our Group. With our business and operations are based in the PRC, our operations
and financial results could be adversely affected by the restrictive or austere policies introduced by
the PRC government. We may not be able to capitalise on economic reform measures adopted by
the PRC government. We cannot assure you that the PRC government will not impose economic
and regulatory controls that may adversely affect our Group’s business, financial position and

results of operations.
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Introduction of new laws or changes to existing laws by the PRC government may adversely

affect the construction industry.

Our business and operations in the PRC are governed by the legal system of the PRC. The
legal system in the PRC is based on statutory law. Under this system, prior court decisions may be
cited for references but do not have binding precedential effect. Accordingly, the outcome of

dispute resolution may not be consistent as in other common law jurisdictions.

Interpretation and enforcement of the PRC laws and regulations, including those regulating
the PRC construction industry and foreign investments may be subject to changes in policies and
political environment. Different regulatory authorities may have different interpretation and
enforcement of the PRC construction industry policies and foreign investment policies, which
requires companies to meet the policies requirements issued by relevant regulatory authorities from
time to time, and obtain approvals and complete filings in accordance with the relevant regulatory
authorities’ interpretation and enforcement of such policies. If there are any future changes in
applicable laws, regulations, administrative interpretations or regulatory documents, or stricter
enforcement policies by the relevant PRC regulatory authorities, more stringent requirements could
be imposed on the industries we are currently engaged in. Compliance with such new requirements
could impose additional costs or otherwise have an adverse effect on the PRC construction
industry. In addition, if we fail to meet such new rules and requirements relating to approval,
construction, environmental or safety compliance of our operations, we may be ordered by the
relevant PRC regulatory authorities to change, suspend construction of or closure of the relevant
production facilities. Alternatively, these changes may also relax some requirements, which could
be beneficial to our competitors or could lower market entry barriers and increase competition. As
a result, our business, financial condition and results of operations could be adversely affected. For
details of some of the relevant PRC laws and regulations to which our Group is currently subject

to, please refer to the section headed “Regulatory Overview” in this prospectus.

Government control on currency conversion and changes in the exchange rate between RMB
and other currencies could negatively affect our financial condition, operations and our

ability to pay dividends.

RMB is not currently a freely convertible currency and our Group needs to convert RMB into
foreign currency for payment of dividends, if any, to Shareholders. Our PRC subsidiaries are
subject to the PRC rules and regulations on currency conversion. In the PRC, SAFE regulates the
conversion of RMB into foreign currencies. Foreign invested enterprises (“FIEs”) are required to

apply to SAFE or its local branches for Foreign Exchange Registration Certificates.
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Under relevant PRC foreign exchange laws and regulations, payment of current account
items, including profit distributions and interest payment are permitted to be made in foreign
currencies without prior government approval but are subject to certain procedural requirements.
Strict foreign exchange control continues to apply to capital account transactions, which must be
approved by and/or registered with SAFE. The PRC regulatory authorities may impose further
restrictions on foreign exchange transactions for current-account items, including payment of

dividends.
Distribution and transfer of funds may be subject to restrictions under the PRC law.

Our Company is a holding company incorporated in the Cayman Islands and does not have
any business operations other than investments in the subsidiaries. Our Company relies entirely on

the dividend payments from our subsidiaries.

Under the PRC laws, dividends from our subsidiaries in the PRC may only be paid out of
distributable after-tax profit, less any recovery of accumulated losses and allocations to statutory
funds which are not available for distribution as cash dividends. Any distributable profit that are
not distributed in a given year will be retained and made available for distribution in subsequent
years. The calculation of distributable profit under PRC accounting principles is different in many

respects from Hong Kong accounting principles.

Distributions by our subsidiaries in the PRC to our Company may be subject to governmental
approval and taxation. These requirements and restrictions may affect our ability to pay dividends
to our Shareholders. Any transfer of funds from our Company to our subsidiaries in the PRC,
either as a shareholder loan or as an increase in registered capital, is subject to registration and/or
approval granted by PRC governmental authorities. These limitations on the free flow of funds
between our Company to subsidiaries in the PRC could restrict our ability to act in response to

changing market conditions in a timely manner.

PRC tax law may affect tax exemptions on dividends received by our Company and

Shareholders and increase our enterprise income tax rate.

Our Company is incorporated under the laws of the Cayman Islands and holds interests in our
PRC subsidiaries through a number of subsidiaries incorporated in BVI and Hong Kong. According
to the EIT Law and the Regulation on the Implementation of the PRC Enterprise Income Tax Law
(P HE N R AL 3 4 25 A5 Bk B a4 1)), if our Company is deemed to be a non-PRC tax resident
enterprise without an office or premises in the PRC, a withholding tax at the rate of 10% will be
applicable to any dividends paid to our Company, unless our Company is entitled to reduction or
elimination of such tax, including by tax treaties. Under the Arrangement between the Mainland

and HKSAR for the Avoidance of Double Taxation and the Prevention of Fiscal Evasion with
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Respect to Taxes on Income (A HEFN Fr v 45 Il A7 Bl B i Fir 15 B0 ik 4 B o OB 0 B 11 ff TR B 119) 2
#E), such dividend withholding tax rate is reduced to 5% if a Hong Kong tax resident enterprise
owns over 25% of equity interest in the PRC company distributing the dividends. Pursuant to the
Measures for the Administration of Non-Resident Taxpayers’ Enjoyment of the Treatment under
Agreements (JF /& RANEL N 32 1 FF B A F L) released by the State Administration of
Taxation on 14 October 2019 and took effect on 1 January 2020, non-resident taxpayers who need
to enjoy the treatment of the agreement shall submit the report forms and materials by themselves
or by the withholding agent at the time of tax declaration. Any new enactment of PRC tax law
affecting tax exemptions on dividends may reduce the amount of dividends that could be

distributed to our Company and Shareholders.

In addition, the EIT Law provides that, if an enterprise incorporated outside the PRC has its
“de facto management organisation” located within the PRC, such enterprise may be recognised as
a PRC tax resident enterprise and thus may be subject to statutory enterprise income tax at the rate
of 25% on its worldwide income. Substantially all members of our management are located in the
PRC, we may be deemed as a PRC tax resident enterprise and therefore subject to a statutory
enterprise income tax rate of 25% on our worldwide income, excluding the dividends received
directly from another PRC tax resident. As a result of these changes described above, our
historical operating results will not be indicative of our operating results for future periods and the

value of the Shares will be adversely affected.
RISKS RELATING TO THE GLOBAL OFFERING

The shares of Zhongtian Construction, our principal operating subsidiary, had been quoted
on NEEQ from 16 May 2017 to 20 January 2019, and the characteristics of NEEQ and our

Shares market may differ.

The shares of Zhongtian Construction, our principal operating subsidiary, had been quoted on
the NEEQ from 16 May 2017 to 20 January 2019. On 21 January 2019, the shares of Zhongtian
Construction ceased to be quoted on the NEEQ. With different trading characteristics, the Stock
Exchange and the NEEQ have divergent trading volumes, liquidity and investor bases, as well as
different levels of retail and institutional investor participation. As a result, the trading
performance of the NEEQ may not be comparable to that of the Stock Exchange. Due to the
different characteristics of the Stock Exchange and the NEEQ, the historical prices of the NEEQ
may not be indicative of the performance of our Shares. You should therefore not place undue

reliance on our prior trading history on the NEEQ when evaluating an investment in our Shares.
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You should not place any reliance on the information published regarding to Zhongtian

Construction’s prior quotation on the NEEQ.

As the shares of Zhongtian Construction had been quoted on the NEEQ from 16 May 2017 to
20 January 2019, Zhongtian Construction was required to comply with the then PRC regulations
on periodic reports and other disclosures. Accordingly, Zhongtian Construction published its
relevant information on the NEEQ or other media designated by the CSRC. However, the
information published on the NEEQ was based on the regulatory requirements and market
practices of the PRC securities regulatory authorities and the financial information published on
the NEEQ was prepared based on accounting principles generally accepted in the PRC which may
be different from that applicable to the Global Offering. Therefore, such published information
does not form a part of this prospectus. As a result, prospective investors in our Shares are
reminded that, when making their investment decisions as to whether to purchase our Shares, they
should rely only on the financial, operating and other information included in this prospectus. By
applying for the Offer Shares, you will be deemed to have agreed that you will not rely on any
information other than that contained in this prospectus and other formal announcements made by

us regarding the Global Offering in Hong Kong.

There has been no prior public market for our Shares and an active trading market for our

Shares may not develop or be sustained.

Prior to the Global Offering, no public market for our Shares existed. Following the
completion of the Global Offering, the Stock Exchange will be the only market on which the
Shares are publicly traded. We cannot assure you that an active trading market for our Shares will

develop or be sustained after the Global Offering.

In addition, we cannot assure you that our Shares will be traded in the public market
subsequent to the Global Offering at or above the Offer Price. The Offer Price for the Shares is
expected to be fixed by agreement among the Joint Overall Coordinators and the Joint Global
Coordinators (for themselves and on behalf of the Underwriters) and us, and may not be indicative
of the market price of the Shares following the completion of the Global Offering. If an active
trading market for our Shares does not develop or is not sustained after the Global Offering, the

market price and liquidity of Shares could be materially and adversely affected.

The trading prices of our Shares may be volatile, which could result in substantial losses to

you.
The trading prices of our Shares may be volatile and could fluctuate widely in response to

factors beyond our control, including general market conditions of the securities markets in Hong

Kong, the PRC, the United States and elsewhere in the world. Various broad market and industry
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factors may significantly affect the market price and volatility of our Shares, regardless of our
actual operating performance. In addition to market and industry factors, the price and trading
volume of our Shares may be highly volatile for specific business reasons. In particular, factors
such as variations in our revenue, net income and cash flow could cause the market price of our
Shares to change substantially. Any of these factors may result in large and sudden changes in the

volume and trading price of our Shares.

Since there will be a gap of several days between pricing and trading of our Offer Shares,
holders of our Offer Shares are subject to the risk that the price of our Offer Shares could
fall during the period before trading of our Offer Shares begins.

The Offer Price of our Shares is expected to be determined on the Price Determination Date.
However, our Shares will not commence trading on the Stock Exchange until they are delivered,
which is expected to be four Business Days after the Price Determination Date. As a result,
investors may not be able to sell or otherwise deal in our Shares during that period. Accordingly,
holders of our Shares are subject to the risk that the price of our Shares could fall before trading
begins as a result of adverse market conditions or other adverse developments that could occur

between the time of sale and the time trading begins.

Our Controlling Shareholder has substantial influence over our Group and its interests may

not be aligned with the interests of our other Shareholders.

Immediately upon completion of the Capitalisation Issue and the Global Offering, our
Controlling Shareholder will directly own an aggregate of approximately 55.62% of our Shares
(without taking into account any Share which may be issued upon exercise of the Over-allotment
Option or any option which may be granted under the Share Option Scheme). The interests of our
Controlling Shareholder may differ from the interests of our other Shareholders. Our Controlling
Shareholder could have significant influence in determining the outcome of any corporate
transaction or other matter submitted to our Shareholders for approval, including mergers,
consolidations and the sale of all or substantially all of our assets, election of Directors and other
significant corporate actions. This concentration of ownership, as a result, may discourage, delay
or prevent a change in control of our Company, which could deprive our Shareholders of an
opportunity to receive a premium for their Shares in a sale of our Company or may reduce the
market price of our Shares. In addition, to the extent the interests of our Controlling Shareholder
conflict with the interests of other Shareholders, the interests of other Shareholders may be

disadvantaged or harmed.
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We have a dispersed shareholder base and there is a lack of agreement among our
Shareholders or their respective shareholders regarding the arrangement on the disposal of

our Shares.

We have a dispersed shareholder base with 14 corporate Shareholders. There is no
shareholder agreement among these Shareholders or their respective shareholders regarding the
arrangement or restrictions on the disposal of our Shares. The Shares held by ZT (A), ZT (B), ZT
(C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (), ZT (J), ZT (K), ZT (L) and ZT (M) as well
as the shares of ZT (A) and ZT (E) are subject to lock-up undertakings commencing from the
Listing Date. For details, please refer to the section headed “Underwriting — Undertakings
pursuant to the Hong Kong Underwriting Agreement” in this prospectus. In the event that any of
these Shareholders dispose of the Shares after the expiry of the relevant lock-up periods, it could
negatively impact the market price of our Shares or lead to volatility in the market price or trading

volume of our Shares, affecting the value of your investment.

There can be no assurance that we will be able to declare or distribute any dividend in the

amount set out in any of our plans or at all.

For FY2019, FY2020, FY2021 and 3Q2022, we declared and paid an aggregate dividend of
approximately RMBO.1 million, RMBO0.2 million, nil and nil, respectively. After the completion of
the Global Offering, we may in the future distribute dividends by way of cash or by other means
that we consider appropriate. A decision to declare and pay any dividends would require the
recommendations of our Board and approval of our Shareholders. Under the Articles, our Directors
have the power to pay interim dividends but only if they are justified by the profits of our
Company. The decision to pay dividends will be reviewed in light of factors such as our results of
operations, financial condition and position, and other factors deemed relevant. Any distributable
profits that are not distributed in any given year may be retained and available for distribution in
subsequent years. To the extent profits are distributed as dividends, such portion of profits will not
be available to be reinvested in our operations. There can be no assurance that we will be able to
declare or distribute any dividend in the amount set out in any of our plans or at all. Our future

declarations of dividends will be at the absolute discretion of our Board.

Because the Offer Price of our Shares is higher than our net tangible book value per Share,

purchasers of our Shares in the Global Offering will experience immediate dilution.

If you purchase our Shares in the Global Offering, you will pay more for your Shares than
our net book value on a per Share basis. As a result, investors of our Shares in the Global Offering
will experience an immediate dilution in the net tangible asset value and our existing Shareholders
will receive an increase in the pro forma adjusted consolidated net tangible asset value per Share

of their Shares. In addition, holders of our Shares may experience a further dilution of their
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interest if the Joint Overall Coordinators and the Joint Global Coordinators (for themselves and on
behalf of the International Underwriters) exercises the Over-allotment Option or if we obtain

additional capital in the future through equity offerings.

There may be a dilutive effect on the earnings per Share associated with the Share Option

Scheme.

We have adopted the Share Option Scheme, details of which are set out in the paragraph
headed “D. Share Option Scheme” in Appendix V to this prospectus. Issuance of Shares pursuant
to the exercise of options granted or to be granted under the Share Option Scheme will result in an
increase in the number of Shares in issue after the issuance and thereby will cause dilution to the
percentage of ownership of the existing Shareholders, the earnings per Share, and net asset per
Share.

The laws of the Cayman Islands relating to the protection of the interests of minority

shareholders may be different from those in Hong Kong.

Our corporate affairs are governed by our Memorandum and Articles of Association and by
the Companies Act and common law of the Cayman Islands. The laws of the Cayman Islands
relating to the protection of the interests of minority shareholders may differ in some aspects from
those established under statutes or judicial precedent in existence in Hong Kong. This may mean
that the remedies available to our Company’s minority shareholders may be different from those
they would have under the laws of other jurisdictions. A summary of Cayman Islands company law

is set out in Appendix IV to this prospectus.

Certain statistics and forecasts in this prospectus were derived from official government

sources and have not been independently verified.

This prospectus includes certain statistics and facts that have been extracted from official
government sources and publications which we believe to be reliable. We have taken reasonable
care in the reproduction or extraction of the official government sources and publications for the
purpose of disclosure in this prospectus. However, we cannot guarantee neither the quality nor the
reliability of such source materials. They have not been prepared or independently verified by us,
the Sole Sponsor, the Underwriters or any of its or their respective affiliates or advisers, and
therefore we make no representation as to the accuracy of such facts and statistics. In all cases,
investors should give due consideration as to how much weight or importance they should attach

to, or place on, such facts and statistics in this prospectus.
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There are risks associated with the forward-looking statements contained in this prospectus.

This prospectus contains certain forward-looking statements and information relating to us
and the subsidiaries comprising our Group, which are based on the beliefs of our management as
well as assumptions made by and information currently available to our management. Such
statements reflect the current views of our Company’s management with respect to future events,
operations, liquidity and capital resources, some of which may not materialise or may change.
These statements are subject to certain risks, uncertainties and assumptions, including the other

risk factors as described in this prospectus.

You should not rely on any information contained in press articles or other media regarding

our Group and the Global Offering.

Prior to the publication of this prospectus, there may be certain press and media coverage
regarding our Group and the Global Offering which may include certain information relating to
business operations, financial information, industry comparisons and other information about our
Group that does not appear in this prospectus. We did not authorise the disclosure of any such
information in the press or media and do not accept any responsibility for any such press or media
coverage or the accuracy or completeness of any such information. We make no representation as
to the appropriateness, accuracy, completeness or reliability of any such information or
publication. Prospective investors should not rely on any such information and should only rely on

information included in this prospectus in making any investment decision.
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DIRECTORS’ RESPONSIBILITY FOR THE CONTENTS OF THIS PROSPECTUS

This prospectus, for which our Directors collectively and individually accept full
responsibility, includes particulars given in compliance with the Companies (Winding Up and
Miscellaneous Provisions) Ordinance, the Securities and Futures (Stock Market Listing) Rules
(Chapter 571V of the Laws of Hong Kong) and the Listing Rules for the purpose of giving
information with regard to us. Our Directors, having made all reasonable enquiries, confirm that to
the best of their knowledge and belief the information contained in this prospectus is accurate and
complete in all material respects and not misleading or deceptive; and there are no other matters

the omission of which would make any statement herein or in this prospectus misleading.
INFORMATION AND REPRESENTATION

We have not authorised anyone to provide any information or to make any representation not
contained in this prospectus. You should not rely on any information or representation not
contained in this prospectus as having been authorised by us, the Joint Overall Coordinators, the
Joint Global Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Capital Market
Intermediaries, the Sole Sponsor, the Underwriters or any of our or their respective directors,
officers or representatives or any other person involved in the Global Offering. No representation
is made that there has been no change or development reasonably likely to involve a change in our
affairs since the date of this prospectus or imply that the information contained in this prospectus

is correct as at any date subsequent to the date of this prospectus.
PROFESSIONAL TAX ADVICE RECOMMENDED

Potential investors in the Global Offering are recommended to consult their professional
advisers if they are in any doubt as to the taxation implications in relation to subscribing for,
purchasing, holding or disposal of, and dealing in our Shares (or exercising rights attached to
them). It is emphasised that none of us, the Joint Overall Coordinators, the Joint Global
Coordinators, the Joint Bookrunners, the Joint Lead Managers, the Capital Market Intermediaries,
the Sole Sponsor, any of the Underwriters, any of their respective directors, agents, advisers,
employees, personnel or any other persons or parties involved in the Global Offering accepts
responsibility for any tax affairs or liabilities of any person resulting from the subscription,
purchase, holding or disposal of, dealing in our Shares, or the exercise of any rights attached to

our Shares.

Issuer Zhongtian Construction (Hunan) Group Limited (H K ###%
(iH9FE) AR )
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The Global Offering

Offer price range

Share borrowing arrangements in

connection with settlement

Over-allotment Option

Procedure for application for Hong
Kong Public Offer Shares

Conditions of the Hong Kong
Public Offering

Lock-up undertakings by our
Company and the Controlling
Shareholder

Share registrar

The Global Offering of 120,000,000 Shares
comprising (i) 12,000,000 new Shares for subscription by
the public in Hong Kong and (ii) initially 108,000,000 new

Shares for subscription under International Placing (subject

initially

to reallocation and the Over-allotment Option).

If the Over-allotment Option is exercised, our Company

will be issuing up to 18,000,000 additional new Shares.

Not more than HK$1.28 and not less than HK$1.08 per
Share

The Stabilising Manager or any person acting for it may
borrow from ZT (A) up to 18,000,000 Shares (assuming the

Over-allotment Option is exercised in full).

Up to 18,000,000 additional new Shares to be issued by our
Company.

Please refer to “How to Apply for the Hong Kong Public

Offer Shares” in this prospectus.

Details of the conditions of the Hong Kong Public Offering
are set out in “Structure and Conditions of the Global
Offering — Conditions of the Global Offering” in this

prospectus.

See “Underwriting — Underwriting Arrangements and
Expenses — Undertakings to the Stock Exchange pursuant
to the Listing Rules” and “Underwriting — Underwriting
Arrangements and Expenses — Undertakings Pursuant to
the Hong Kong Underwriting Agreement” in this

prospectus.

Our principal register of members will be maintained by
our Company’s principal share registrar, Appleby Global
Services (Cayman) Limited in the Cayman Islands and our
Hong Kong branch register of members will be maintained
by our Hong Kong Share Registrar, Boardroom Share
Registrars (HK) Limited in Hong Kong.
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Stamp duty

Application for Listing

Restrictions on offer of Offer

Shares

Dealings in the Shares registered on our Company’s Hong
Kong branch register of members will be subject to Hong
Kong stamp duty. The current ad valorem rate of Hong
Kong stamp duty is 0.13% on the higher of the
consideration for or the market value of the Shares and it is
charged on the purchaser on every purchase and on the
seller on every sale of the Shares. In other words, a total
stamp duty of 0.26% is currently payable on a typical sale

and purchase transaction involving the Shares.

Transfers of the Shares registered on our principal register
of members in the Cayman Islands will not be subject to
Cayman Islands stamp duty unless our Company holds an

interest in land in the Cayman Islands.

Application has been made to the Listing Committee for
the granting of the listing of, and permission to deal in, our
Shares in issue and to be issued pursuant to the Global
Offering (including any Share which may be issued
pursuant to the exercise of the Over-allotment Option), the
Capitalisation Issue and any Share which fall to be issued
pursuant to the exercise of any option which may be
granted under the Share Option Scheme. No part of the
Share or the loan capital of our Company is listed on or
dealt in on any other stock exchange and no such listing or
permission to list is being or proposed to be sought in the

near future.

No action has been taken to permit a public offering of the
Offer Shares in any jurisdiction other than Hong Kong, or
the distribution of this prospectus in any jurisdiction other
than Hong Kong. Accordingly, this prospectus may not be
used for the purpose of, and does not constitute, an offer or
invitation in any jurisdiction or in any circumstance in
which such an offer or invitation is not authorised or to any
person to whom it is unlawful to make such an offer or

invitation.
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Eligibility for admission into
CCASS

Language

Rounding of figures

Subject to the granting of the listing of, and permission to
deal in, our Shares on the Stock Exchange and compliance
of the stock admission requirements of HKSCC, our Shares
will be accepted as eligible securities by HKSCC for
deposit, clearance and settlement in CCASS with effect
from the Listing Date or any other date as determined by
HKSCC.

Settlement of transactions between participants of the Stock
Exchange is required to take place in CCASS on the second
settlement day after any trading day. You should seek the
advice of your stockbroker or other professional adviser for
details of those settlement arrangements as such

arrangements will affect your rights and interests.

All necessary arrangements have been made for the Shares
to be admitted into CCASS. All activities under CCASS are
subject to the General Rules of CCASS and CCASS

Operational Procedures in effect from time to time.

If there is any inconsistency between this prospectus and
the Chinese translation of this prospectus, this prospectus
shall prevail. Translated English names of Chinese laws and
regulations, government authorities, institutions, natural
persons or other entities included in this prospectus and for
which no official English translation exists are unofficial

translations for your reference only.

In this prospectus, where information is presented in
hundreds, thousands, ten thousands, millions, hundred
millions or billions, certain amounts of less than one
hundred, one thousand, ten thousand, one million, a
hundred million or a billion, as the case may be, have been
rounded to the nearest hundred, thousand, ten thousand,
million, hundred million or billion, respectively. Unless
otherwise stated, all the numerical figures are rounded to
one decimal place and figures in this prospectus are in
approximate figures. Any discrepancies in any table or
chart between totals and sums of amounts listed therein are

due to rounding.
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Exchange rate

Commencement of dealing

in the Shares

For the purpose of illustration only and unless otherwise
specified in this prospectus, the following exchange rates is

adopted:

RMB1.00 = HK$1.0967

No representation is made that the relevant amounts in any
particular could have been, or could be, converted into such
other currencies or vice versa at such rates or at any other

rate on such date or on any other date.

Dealings in our Shares on the Main Board are expected to
commence at 9:00 a.m. (Hong Kong time) on Thursday, 30
March 2023. Shares will be traded in board lots of 2,000

Shares each.

— 85 —
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In preparation for the Listing, our Company has sought the following waivers from strict
compliance with the relevant provisions of the Listing Rules and exemption from strict compliance

with the Companies (Winding Up and Miscellaneous Provisions) Ordinance:

WAIVER IN RELATION TO MANAGEMENT PRESENCE IN HONG KONG

Rule 8.12 of the Listing Rules provides that a new applicant applying for a primary listing on
the Stock Exchange must have a sufficient management presence in Hong Kong. This normally

means that at least two of its executive Directors must be ordinarily resident in Hong Kong.

The business and operations of our Group are based, managed and conducted in the PRC and
all of the assets of our Group are located in the PRC. In particular, our headquarters are situated in
Zhuzhou, our 24 branch offices as at the Latest Practicable Date are located in various provinces
in the PRC including Hunan, Hainan, Hubei, Guangdong and Fujian Provinces, and the
construction sites of our projects are located in various provinces in the PRC including Hunan,
Hainan and Hubei Provinces. As such, our executive Directors and members of the senior
management of our Group are and will be expected to continue to be based in the PRC. In
addition, it would be practically difficult and commercially unnecessary for our Company to
relocate our executive Directors to Hong Kong or appoint additional executive Directors who are
ordinarily resident in Hong Kong. As a result, our Company does not, and in the foreseeable future
will not, have a sufficient management presence in Hong Kong for the purpose of satisfying the

requirements under Rule 8.12 of the Listing Rules.

Accordingly, our Company has applied to the Stock Exchange for, and the Stock Exchange
has granted, a waiver from strict compliance with Rule 8.12 of the Listing Rules on the following

conditions:

(i) our Company has appointed and will continue to maintain two authorised
representatives, namely Ms. Chan Kit Ming, the company secretary of our Company,
who is an ordinary resident in Hong Kong and Mr. Yang, the chairman of our Board and
our executive Director, to serve as the principal channel of communication at all times
between the Stock Exchange and our Company. Each of the authorised representatives
will be readily contactable by the Stock Exchange by telephone, facsimile and/or email
to deal promptly with enquiries in relation to our Company from the Stock Exchange in
short notice. Each of our authorised representatives is authorised to communicate on our
behalf with the Stock Exchange. Mr. Lau Kwok Fai Patrick, our independent

non-executive Director, is also an ordinary resident in Hong Kong;
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(i1)) our Company will keep the Stock Exchange up to date in respect of any change to the
contact details of our authorised representatives. Our Company will only change the
authorised representatives after notifying the Stock Exchange of such change and the

reasons and having made an appropriate replacement;

(ii1) each of the authorised representatives of our Company has means to contact all
Directors (including our independent non-executive Directors) promptly at all times as
and when the Stock Exchange wishes to contact any of our Directors for any reason. All
of our Directors (including our independent non-executive Directors) who are not
ordinarily resident in Hong Kong possess or can apply for valid travel documents to
visit Hong Kong and will be able to meet with the Stock Exchange within a reasonable
period of time when required. To enhance the communication among the Stock
Exchange, the authorised representatives and our Directors, our Company will
implement a policy whereby (a) our Directors (including our independent non-executive
Directors) have provided to our authorised representatives their respective mobile phone
numbers, office phone numbers, fax numbers and email addresses; and (b) in the event
that a Director expects to travel, he or she will provide the telephone number of the
place of his or her accommodation to our authorised representatives or maintain an open
line of communication via his or her mobile telephone. Further, each of our Directors
and authorised representatives have provided his or her mobile phone number, office

phone number, email address and fax number to the Stock Exchange;

(iv) our Company has appointed Grande Capital to act as our compliance adviser under Rule
3A.19 of the Listing Rules, who will, among others, act as the additional communication
channel with the Stock Exchange for a period commencing from the Listing Date and
ending on the date on which our Company distributes the annual report for the first full
financial year after the Listing Date in accordance with Rule 13.46 of the Listing Rules.
Our Company will ensure that our compliance adviser has prompt access to our
authorised representatives and our Directors who will provide our compliance adviser
with such information and assistance as our compliance adviser may need or may
reasonably request in connection with the performance of our compliance adviser’s

duties; and

(v) meetings between the Stock Exchange and our Directors could be arranged through the
authorised representatives or our compliance adviser, or directly with our Directors
within a reasonable time. Our Company will inform the Stock Exchange as soon as
practicable in respect of any change in the authorised representatives and/or our

compliance adviser in accordance with the Listing Rules.
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WAIVER IN RELATION TO NON-EXEMPT CONTINUING CONNECTED TRANSACTIONS

Our Group entered into and is expected to continue with certain transactions which would
constitute non-exempt continuing connected transactions under Chapter 14A of the Listing Rules,
following completion of the Listing. Our Company has applied for, and the Stock Exchange has
granted, a waiver from strict compliance with the relevant requirements under Chapter 14A of the
Listing Rules in respect of such non-exempt continuing connected transactions. For details, please
refer to the section headed “Connected Transactions” in this prospectus.

WAIVER AND EXEMPTION IN RESPECT OF FINANCIAL STATEMENTS IN THIS
PROSPECTUS

According to Rule 4.04(1) of the Listing Rules, the Accountants’ Report as set out in
Appendix I to this prospectus must include the consolidated results of our Group in respect of each
of the three financial years immediately preceding the issue of this prospectus or such shorter

period as may be acceptable to the Stock Exchange.

Section 342(1) of the Companies (Winding Up and Miscellaneous Provisions) Ordinance
requires all prospectuses to include an accountants’ report which contains the matters specified in
the Third Schedule to the Companies (Winding Up and Miscellaneous Provisions) Ordinance.

According to paragraph 27 of Part I of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, our Company is required to include in this prospectus a
statement as to the gross trading income or sales turnover (as may be appropriate) of our Group
for each of the three financial years immediately preceding the issue of this prospectus including
an explanation of the method used for the computation of such income or turnover, and a

reasonable breakdown between the more important trading activities.

According to paragraph 31 of Part II of the Third Schedule to the Companies (Winding Up
and Miscellaneous Provisions) Ordinance, our Company is required to include in this prospectus a
report by the auditors of our Company in respect of the profits and losses and assets and liabilities
of our Group for each of the three financial years immediately preceding the issue of this

prospectus.

Pursuant to section 342A of the Companies (Winding Up and Miscellaneous Provisions)
Ordinance, the SFC may issue, subject to such conditions (if any) as the SFC thinks fit, a
certificate of exemption from compliance with the relevant requirements under the Companies

(Winding Up and Miscellaneous Provisions) Ordinance if, having regard to the circumstances, the
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SFC considers that the exemption will not prejudice the interests of the investing public and
compliance with any or all of such requirements would be irrelevant or unduly burdensome, or is

otherwise unnecessary or inappropriate.

The Accountants’ Report for FY2019, FY2020, FY2021 and 3Q2022 is set out in Appendix I
to this prospectus but does not include the consolidated results of our Group in respect of the full
year immediately preceding the proposed date of the Listing, being full year for FY2022. However,
strict compliance with paragraph 27 of Part I and paragraph 31 of Part II of the Third Schedule to
the Companies (Winding Up and Miscellaneous Provisions) Ordinance and Rule 4.04(1) of the
Listing Rules would be unduly burdensome and the exemption would not prejudice the interest of

the investing public given the following reasons:

(i) there would not be sufficient time for our Group and the Reporting Accountants to
finalise the audited financial statements for FY2022 for inclusion in this prospectus,
which shall be issued on or before 20 March 2023. If the financial information is
required to be audited up to FY2022, our Company and the Reporting Accountants
would have to undertake a substantial amount of work to prepare, update and finalise
the Accountants’ Report and this prospectus and the relevant sections of this prospectus
will need to be updated to cover such additional period, which will lead to a delay in

the listing timetable;

(i) our Company has included in this prospectus (a) the Accountants’ Report covering
FY2019, FY2020, FY2021 and 3Q2022; (b) the unaudited preliminary financial
information of our Group for FY2022 as set out in Appendix III to this prospectus,
which has been agreed with our Reporting Accountants, BDO Limited, following their
review under Practice Note 730 ‘“‘Guidance for Auditors Regarding Preliminary
Announcements of Annual Results’ issued by the Hong Kong Institute of Certified
Public Accountants, and a commentary on the results for the year as set out in Appendix
III to this prospectus, and such disclosure is no less than the content requirements for a
preliminary results announcement under Rule 13.49 of the Listing Rules; and (c) the
information regarding the recent development of our Group subsequent to the Track
Record Period and up to the Latest Practicable Date. As such, our Company and the
Sole Sponsor are of the view that information included in this prospectus have already
provided potential investors with adequate and reasonably up-to-date information in the
circumstances to form a view on the track record and earnings trend of our Group. Our
Directors and the Sole Sponsor confirm that all information that is necessary for the
potential investors to make an informed assessment of the activities, assets and

liabilities, financial position, management and profitability of our Company has been
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included in this prospectus. Our Directors believe that a waiver from strict compliance
with Rule 4.04(1) of the Listing Rules and the exemption from strict compliance with
paragraph 27 of Part I and paragraph 31 of Part Il of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance would not prejudice

the interests of the investing public;

(iii) our Directors and the Sole Sponsor confirmed that, after performing sufficient due
diligence work up to the date of this prospectus, save for the Listing expenses, there has
been no material adverse change in our financial and trading positions or prospects since
30 September 2022 and there has been no event since 30 September 2022 which would
materially affect the information shown in the Accountants’ Report set out in Appendix I
to this prospectus, the unaudited pro forma information, the unaudited preliminary
financial information of our Group for FY2022 as included in Appendix III to this
prospectus and the section headed “Financial Information™ in this prospectus and other

parts of this prospectus; and

(iv) our Company will comply with the requirements under Rules 13.46(2) of the Listing
Rules in respect of the publication of its annual report. Our Company currently expects
to issue its annual report for the FY2022 on or before 30 April 2023. In this regard, our
Directors consider that our Shareholders, the investing public as well as potential
investors of our Company will be kept informed of the financial results of our Group for
FY2022.

In such circumstances, an application has been made to the Stock Exchange for, and the
Stock Exchange has granted to our Company, a waiver from strict compliance with Rule 4.04(1) of

the Listing Rules, on the conditions that:

(i) this prospectus will be issued on or before 20 March 2023 and our Shares will be listed
on the Stock Exchange on or before 31 March 2023, i.e. within three months after the

latest financial year end;

(i1)) our Company will obtain a certificate of exemption from the SFC on compliance with
the requirements under section 342(1) in relation to paragraph 27 of Part I and
paragraph 31 of Part Il of the Third Schedule to the Companies (Winding Up and

Miscellaneous Provisions) Ordinance;
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EXEMPTION FROM STRICT COMPLIANCE WITH THE COMPANIES (WINDING
UP AND MISCELLANEOUS PROVISIONS) ORDINANCE

(ii1) this prospectus will include the preliminary unaudited financial information for FY2022
and a commentary on the results for the year. The financial information to be included
in this prospectus must (a) follow the same content requirements as for a preliminary
results announcement under Rule 13.49 of the Listing Rules; and (b) be agreed with the
Reporting Accountants following their review under Practice Note 730 ‘“‘Guidance for
Auditors Regarding Preliminary Announcements of Annual Results” issued by the Hong

Kong Institute of Certified Public Accountants; and

(iv) our Company will not be in breach of our constitutional documents or laws and
regulations of the Cayman Islands, where our Company is incorporated, or other
regulatory requirements regarding our obligation to publish preliminary results

announcements.

An application has also been made to the SFC for a certificate of exemption from strict
compliance with section 342(1) in respect of the requirements under paragraph 27 of Part I and
paragraph 31 of Part II of the Third Schedule to the Companies (Winding Up and Miscellaneous
Provisions) Ordinance in relation to the inclusion of the accountants’ report for the full FY2022 in
this prospectus. A certificate of exemption has been granted by the SFC under section 342A of the

Companies (Winding Up and Miscellaneous Provisions) Ordinance on the conditions that:
(i) the particulars of the exemption are set out in this prospectus; and
(i1) this prospectus will be issued on or before 20 March 2023, and our Shares will be listed

on the Stock Exchange on or before 31 March 2023, i.e. three months after the latest

financial year end.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

DIRECTORS
Name Residential Address Nationality
Executive Directors
Mr. Yang Zhongjie 1809, Unit 3, Block 10 Chinese
(#7854, whose former  Dongfang Mingyuan
Chinese name was 15/ H87%) East Xinhua Road
(Chairman of our Board) Hetang District, Zhuzhou City
Hunan Province
PRC
Mr. Liu Xiaohong No. 101, Unit 1, Block 11 Chinese
(BI/NALSEAE) Zijinyuan, Rose City
(Chief executive officer) Hetang District, Zhuzhou City
Hunan Province
PRC
Mr. Min Shixiong No. 114, Block 33 Chinese
(BT HE SR Xianghua Village
Hetang District, Zhuzhou City
Hunan Province
PRC
Mr. Shen Qiang No. 701, Block 7 Chinese
(ko SEA) Xinguidu
Xintang Road
Hetang District, Zhuzhou City
Hunan Province
PRC
Mr. Chen Weiwu No. 602, Block 1 Chinese

(Bt k)

No. 57 East Xinhua Road
Hetang District, Zhuzhou City
Hunan Province

PRC
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Name Residential Address Nationality

Independent non-executive Directors

Dr. Liu Jianlong 801, Block 29 Chinese
(BIEEREM L) Shanshui Wenyuan
No. 1568 Taishan Road
Tianyuan District, Zhuzhou City

Hunan Province

PRC
Ms. Deng Jianhua Building 47 Chinese
(BRt 4 1) Jiangiao District 2

Hetang Yuese Manor
Zhengxing Road No. 118
Changsha City

Hunan Province

PRC

Mr. Lau Kwok Fai Patrick Flat D, 23rd Floor Chinese
(BB B o) Downtown 38
38 Pak Tai Street
To Kwa Wan
Kowloon

Hong Kong

For detailed information of our Directors, please refer to the section headed “Directors and

Senior Management” in this prospectus.
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DIRECTORS AND PARTIES INVOLVED IN THE GLOBAL OFFERING

PARTIES INVOLVED IN THE GLOBAL OFFERING

Sole Sponsor

Joint Overall Coordinators

Joint Global Coordinators,

Joint Bookrunners and

Joint Lead Managers

Grande Capital Limited
Room 2701, 27/F

Tower One, Admiralty Centre
18 Harcourt Road

Admiralty

Hong Kong

CMBC Securities Company Limited
45/F, One Exchange Square

8 Connaught Place

Central

Hong Kong

Grande Capital Limited
Room 2701, 27/F

Tower One, Admiralty Centre
18 Harcourt Road

Admiralty

Hong Kong

CMBC Securities Company Limited
45/F, One Exchange Square

8 Connaught Place

Central

Hong Kong

Grande Capital Limited
Room 2701, 27/F

Tower One, Admiralty Centre
18 Harcourt Road

Admiralty

Hong Kong
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Joint Bookrunners and Joint Lead SPDB International Capital Limited
Managers 33/F
SPD Bank Tower
One Hennessy
1 Hennessy Road
Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

I Win Securities Limited
Room 201, 2/F

China Insurance Group Building
141 Des Voeux Road Central
Central

Hong Kong

China Everbright Securities (HK) Limited
12/F, Everbright Centre

108 Gloucester Road

Wan Chai

Hong Kong

Soochow Securities International Brokerage Limited
Level 17, Three Pacific Place

1 Queen’s Road East

Hong Kong

Alliance Capital Partners Limited
Unit 03, 7/F, Worldwide House

19 Des Voeux Road Central

Hong Kong
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Joint Lead Managers

Capital Market Intermediaries

Eddid Securities and Futures Limited
21/F, Citic Tower 1 Tim Mei Avenue
Central

Hong Kong

Maxa Capital Limited

Unit 1908, 19/F, Harbour Center
25 Harbour Road

Wan Chai

Hong Kong

ChaoShang Securities Limited
Rooms 2206-2210, 22/F

China Resources Building

26 Harbour Road

Wanchai, Hong Kong

Leeds Securities Investment Limited
Room 2701-2703, 27/F Everbright Centre
108 Gloucester Road

Wan Chai

Hong Kong

CMBC Securities Company Limited
45/F, One Exchange Square

8 Connaught Place

Central

Hong Kong

Grande Capital Limited
Room 2701, 27/F

Tower One, Admiralty Centre
18 Harcourt Road

Admiralty

Hong Kong
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SPDB International Capital Limited
33/F

SPD Bank Tower

One Hennessy

1 Hennessy Road

Hong Kong

BOCOM International Securities Limited
9/F, Man Yee Building

68 Des Voeux Road Central

Hong Kong

I Win Securities Limited
Room 201, 2/F

China Insurance Group Building
141 Des Voeux Road Central
Central

Hong Kong

China Everbright Securities (HK) Limited
12/F, Everbright Centre

108 Gloucester Road

Wan Chai

Hong Kong

Soochow Securities International Brokerage Limited
Level 17, Three Pacific Place

1 Queen’s Road East

Hong Kong

Alliance Capital Partners Limited
Unit 03, 7/F, Worldwide House

19 Des Voeux Road Central

Hong Kong
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Legal advisers to the Company

Eddid Securities and Futures Limited
21/F, Citic Tower

1 Tim Mei Avenue

Central

Hong Kong

Maxa Capital Limited
Unit 1908, Harbour Center
25 Harbour Road

Wan Chai

Hong Kong

ChaoShang Securities Limited
Rooms 2206-2210, 22/F

China Resources Building

26 Harbour Road

Wan Chai

Hong Kong

Leeds Securities Investment Limited
Room 2701-2703, 27/F Everbright Centre
108 Gloucester Road

Wan Chai

Hong Kong

As to Hong Kong laws
ONC Lawyers

19th Floor

Three Exchange Square
8 Connaught Place
Central

Hong Kong

As to Hong Kong laws
Ms. Queenie W.S. Ng
Rooms 2203 A&B
Fairmont House

8 Cotton Tree Drive
Central

Hong Kong
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As to Cayman Islands laws
Appleby

Suites 4201-03 & 12, 42/F
One Island East, Taikoo Place
18 Westlands Road

Quarry Bay

Hong Kong

As to PRC laws

Beijing Dentons Law Offices, LLP (Shenzhen)
3/F, 4/F & 12/F, Block A

International Innovation Center

No. 1006, Shennan Boulevard

Futian District, Shenzhen

PRC

As to PRC laws in respect of construction matters in the
PRC

Hunan Dongsheng Law Firm*

(T80 P SR e o = 5 )

2205-2206, Block A

Zhongwang Jin’ancheng

No. 88 Qiyi Road

Zhuzhou City

Hunan Province

PRC
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Legal advisers to the Sole Sponsor As to Hong Kong laws
and the Underwriters DeHeng Law Offices (Hong Kong) LLP
28/F, Henley Building
5 Queen’s Road Central &
Room 3507, 35/F, Edinburgh Tower,
The Landmark, 15 Queen’s Road Central
Central, Hong Kong

As to PRC laws

AllBright Law Offices (Shenzhen)

22, 23/F, Tower 1, Excellence Century Center
FuHua 3 Road

Futian District, Shenzhen

PRC
Auditors and Reporting BDO Limited
Accountants Certified Public Accountants

25th Floor, Wing On Centre
111 Connaught Road Central
Central

Hong Kong

Industry consultant Frost & Sullivan (Beijing) Inc., Shanghai Branch Co.
2504, Wheelock Square
1717 Nanjing West Road
Shanghai
PRC

Compliance Adviser Grande Capital Limited
Room 2701, 27/F
Tower One, Admiralty Centre
18 Harcourt Road
Admiralty
Hong Kong

Receiving bank Industrial and Commercial Bank of China (Asia) Limited
33/F., ICBC Tower,
3 Garden Road,
Central

Hong Kong
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Registered office 71 Fort Street
PO Box 500
George Town
Grand Cayman
KY1-1106
Cayman Islands

Headquarters and principal place of No. 1197, East Xinhua Road
business in the PRC Hetang District,
Zhuzhou City
Hunan Province

PRC
Principal place of business in Hong Unit E, 17th Floor
Kong registered under Part 16 of 8 Hart Avenue
the Companies Ordinance Tsim Sha Tsui, Kowloon
Hong Kong
Company’s website WwWw.ztcon.com

(Note: information contained in this website does
not form part of this prospectus)

Company secretary Ms. Chan Kit Ming (CPA)
Flat H, 30th Floor
Tower 6, Island Harbourview
11 Hoi Fai Road
Tai Kok Tsui, Kowloon

Hong Kong
Authorised representatives (for the Ms. Chan Kit Ming (CPA)
purposes of the Listing Rules) Flat H, 30th Floor

Tower 6, Island Harbourview
11 Hoi Fai Road
Tai Kok Tsui, Kowloon

Hong Kong

Mr. Yang Zhongjie

1809, Unit 3, Block 10
Dongfang Mingyuan

East Xinhua Road

Hetang District, Zhuzhou City
Hunan Province

PRC
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Audit committee Mr. Lau Kwok Fai Patrick (2B %#) (Chairperson)
Dr. Liu Jianlong (BHEFHE)
Ms. Deng Jianhua (B 3E)

Remuneration committee Ms. Deng Jianhua (BSE3E) (Chairperson)
Mr. Liu Xiaohong (#1/M4L)
Mr. Lau Kwok Fai Patrick (%2 J#)

Nomination committee Mr. Yang Zhongjie (%9 7%) (Chairperson)
Dr. Liu Jianlong (2/EH#E)
Ms. Deng Jianhua (EF##E)

Principal share registrar and transfer Appleby Global Services (Cayman) Limited
office in the Cayman Islands 71 Fort Street
PO Box 500

George Town
Grand Cayman
KY1-1106
Cayman Islands

Hong Kong Share Registrar Boardroom Share Registrars (HK) Limited
2103B, 21st Floor
148 Electric Road
North Point
Hong Kong

Principal bank China Construction Bank Corporation
Zhuzhou Renmin Road Sub-branch
No. 2 Qiyi Road, Zhuzhou City
Hunan Province
PRC
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The information that appears in this section contains information and statistics on the
industry in which we operate. The information and statistics contained in this section have been
derived partly from publicly available government and official sources. Certain information and
statistics set forth in this section have been extracted from the market research report prepared
by F&S, an Independent Third Party which we commissioned. The information from official
government sources has not been independently verified by us, the Sole Sponsor, the Joint
Overall Coordinators, the Joint Global Coordinators, the Joint Bookrunners, the Joint Lead
Managers, the Capital Market Intermediaries, the Underwriters, any of our or their respective
directors, supervisors, officers, employees, advisors, agents or representatives or other party

involved in the Global Offering and no representation is given as to its accuracy.

SOURCE AND RELIABILITY OF INFORMATION

We had commissioned F&S, an independent market research and consulting company, to
conduct an analysis of, and to prepare a report on construction market in the PRC, in order to
evaluate the existing market scale and future potential market, and provide a fair and objective
overview of China’s construction industry in this prospectus. The report prepared by F&S for us is
referred to in this prospectus as the F&S Report. We paid F&S a fee of RMB735,849 for this
research service, which we believe reflects the prevailing market rates and the payment of such

amount was not conditional on our Group’s successful listing or on the results of the F&S Report.

Founded in 1961, F&S has 40 offices with more than 2,000 industry consultants, market
research analysts, technology analysts and economists globally. F&S’s services include technology
research, independent market research, economic research, corporate best practices advising,

training, client research, competitive intelligence and corporate strategy.

F&S’s independent research consists of both primary and secondary research obtained from
various sources in respect of the target market. Primary research involved in-depth interviews with
leading industry participants and industry experts. Secondary research involved reviewing
company reports, independent research reports and data based on F&S’s own research database.
Projected data were obtained from historical data analysis plotted against macroeconomic data with
reference to specific industry-related factors. Except as otherwise noted, all of the data and
forecasts contained in this section are derived from the F&S Report, various official government
publications and other publications. According to F&S, this methodology ensures a full circle and
multilevel information sourcing process, where information gathered can be cross-referenced to
ensure accuracy. In compiling and preparing the F&S Report, F&S has adopted the following
assumptions: (i) China’s economy is likely to maintain a steady growth across the forecast period;

(ii) China’s social, economic and political environment is likely to remain stable in the forecast
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period, which ensures the stable and healthy development of construction industry in China; and
(ii1) there is no external shock such as financial crisis or natural disaster to affect the supply and

demand in the PRC construction works industry during the forecast period.

Our Directors confirm that, as at the Latest Practicable Date, after making reasonable
enquiries, there had been no material adverse change in the market information since the date of
the report prepared by F&S which may qualify, contradict or have an impact on the information in

this section.

OVERVIEW OF MACRO ECONOMY IN CHINA

Due to a series of economic stimulus policies including the Revitalisation Plans of Ten Key
Industries and the Belt and Road Initiative, the nominal GDP in China has been growing
moderately over the past five years, increasing from RMB74.6 trillion in 2016 to 114.4 trillion in
2021, representing a CAGR of 8.9%. Driven by the industry upgrade and supply-side structural
reform, it is estimated that nominal GDP in China would continue to grow at a CAGR of 5.2%,
from RMB121.0 trillion in 2022 to RMB148.3 trillion in 2026.

Consistent with the steady growth of nominal GDP, the nominal GDP per capita in China has
also witnessed a steady growth in the past five years, increasing from RMB53.8 thousand in 2016
to RMB 81 thousand in 2021, representing a CAGR of 8.5%. It is estimated that nominal GDP per
capita in China would continue to grow at a CAGR of 4.3%, from RMB84.8 thousand in 2022 to
RMB100.3 thousand in 2026.

OVERVIEW OF MACRO ECONOMY IN HUNAN PROVINCE

The nominal GDP in Hunan Province increased from RMB3.2 trillion in 2016 to RMB4.6
trillion in 2021, representing a CAGR of 7.9%, while the nominal GDP per capita in Hunan
Province grew from RMB46.4 thousand in 2016 to RMB69.3 thousand in 2021, representing a
CAGR of 8.4%. Driven by the ongoing urbanisation and industrialisation, the per capita disposable
income of urban residents in Hunan Province increased from RMB31.3 thousand in 2016 to
RMB44.9 thousand in 2021, representing a CAGR of 7.5%, and would continue to grow at a
CAGR of 6.4% from 2022 to 2026. The table below sets out selected economic statistics of Hunan

Province for the periods indicated.
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2016-2021  2022E-2026E

2016 2017 2018 2019 2020 2021 CAGR (%) CAGR (%)
0.3%

Population (million) . . . . 08.2 08.6 09.0 09.2 09.5 09.8 0.5% (note)
Nominal GDP (RMB

billion). . . ....... 3,155.1 3,390.3 3,642.6 3,975.2 4,178.1 4,606.3 1.9% 6.2%
Nominal GDP per capita

(RMB thousand) . . . . . 46.4 49.6 52.9 57.6 61.4 69.3 8.4% 5.6%
Urbanisation rate (%) . . . 52.8 54.6 56.0 574 59.0 60.6 2.8% 1.1%
Per capita disposable

Income of urban

residents (RMB

thousand). . . . ... .. 313 339 36.7 39.8 423 44.9 1.5% 6.4%

Source: National Bureau of Statistics of China and F&S estimate as at the Latest Practicable Date

Note: The population of Hunan Province is expected to maintain a positive growth because (i) the development of
economy in Hunan will further drive the population growth; and (ii) the sustainable growth of urbanisation rate in
Hunan will drive influx of population from other areas.

THE CONSTRUCTION INDUSTRY IN CHINA AND HUNAN PROVINCE

Construction industry is one of the pillar industries in China, which plays a significant role in

national economic development.
Value Chain

The value chain of the construction market mainly consists of upstream suppliers, midstream
contractors and downstream customers. In general, upstream suppliers initiate construction projects
and invite tenders from engineering consultancies and contractors before confirming the
construction contract. Therefore, it is the industry norm for the upstream suppliers and midstream
construction contractors to have relatively short business relationship as project(s) are obtained
through tendering and the contractors are engaged on a project-by-project basis. The typical
market participants of the upstream suppliers from public and private sectors are government
departments and property developers, respectively. Payments for construction services are
generally made upon achieving key milestones set forth in the construction services contracts, and
there is usually a timing difference between the date of completion of construction works and the
date of progress billings for such work. In 2021, construction companies generally received
approximately 30% to 78% of the amount of their trade receivables outstanding as at 31 December
2020. It is common for the companies in the PRC construction industry to adopt bill financing
arrangement for their daily operation. In general, it takes longer time for Government-related

Entities to settle trade receivables. The contractors conduct the construction works after the
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preliminary works such as site investigation, engineering design and planning have been finished
while construction contracts usually take three to five years to complete. The downstream
customers (end users) of the construction market include the government, enterprises and
individual customers. It is customary in the construction industry in the PRC that general
contractors would negotiate with their subcontractors and suppliers for extension of payment dates

prior to receipt of payment from the relevant project owners.
Market Participants

Based on service type, the construction industry can be divided into construction engineering,
planning and design, supervision, decoration, installation and provision of corresponding
supporting services. Among all of the market participants, construction engineering industry
occupies over 85% of the market share in 2021. Based on construction object, construction
industry could be divided into four categories: civil building, municipal works, transportation

infrastructure and others.
In terms of the qualification classification, construction industry qualifications are divided
into three main qualification categories: general construction contracting qualification (12

qualification categories), specialised contracting qualification (36 qualification categories) and

construction labour qualification.
Overview of the Construction Industry in China

Total Output Value of Construction and its Growth Rate in China, 2016-2026E

General Contractor Specialised Contractor
CAGR Total
Premium Grade First Grade Second Grade Third Grade First Grade Second Grade Third Grade
2016-2021 8.7% 15.7% 8.4% 4.5% 5.1% 7.1% 5.7% 4.5%
2022E -2026E* 6.4% 7.8% 8.3% 22% 22% 54% 32% 32%
RMB: Billion
45000
40000 -
35000 _ — -—
—
30000 _ —
—
25000 -—
—
20000 —
15000
10000
5000
0 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
m— Specialised Contractor-Third Grade 459.7 4980 5046 5329 5379 5733 5920 6199 6431 660.9 6728
mmmm Specialised Contractor-Second Grade 4205 465.4 4740 503.3 516.0 555.7 5738 600.9 6233 640.6 652.1
mmmm Specialised Contractor-First Grade 908.7 1,002.9 1,037.4 11185 1,164.6 1,280.2 1,349.1 14418 1,526.6 1,601.2 1,663.6
General Contractor-Third Grade 23218 2,557.1 2,591.0 2,736.6 2,791.1 29752 3,040.4 3,150.8 3,235.0 3,290.3 33150
mmmmm Gieneral Contractor-Second Grade 3,647.8 3,904.5 3,956.3 4,178.6 4.261.8 45429 46424 48110 49395 5,024.0 5,061.8
= General Contractor-First Grade 80702 8456.1 90146 10017.1 10.748.6 12,0543 13,0241 142703 154909 16.740.7 17,9206
wmmmmm (ieneral Contractor-Premium Grade 3,528.0 45104 5,003.7 57573 6374.8 73263 7.976.1 87833 9.,559.9 10.203.3 10.763.7
Total 19.356.7 21,3944 22,581.7 248443 26394.7 29.307.9 31,1980 33,678.0 36,018.3 38,1611 40,049.7

Source: National Bureau of Statistics of China and F&S estimate as at the Latest Practicable Date
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Notes:

1. The total output value of construction is a quantitative measurement in terms of the production scale, development
efficiency, and gross output of the construction industry, which includes: (i) output of construction engineering
which refers to construction field work, equipment installation, building maintenance; (ii) output of axillary
construction products and industrial work; (iii) output of outsourcing construction service and machinery leasing
service; (iv) output of plan, design and supervision service; and (v) output of other construction related work,

products and services.

2. Property development investment is a leading indicator in the construction sector, whereas construction output
value is a lagging indicator that is prone to inaccuracy. The prediction for 2022 reflects the output value after

investment in property development in previous few years.

3. Premium-grade general contractors may manage any construction project while first-grade general contractors may
only manage industrial and civil construction projects with height under 200 meters and structures with height
under 240 meters.

In China, projects constructed by general contractors occupy the majority of the market share
of the construction industry in terms of output value. In 2016, general contractors took 90.8% of
the construction market share and this dominant market occupation rate further increased to 91.8%
in 2021. Among all qualification grades of general contractors, the general contractors with
premium-grade, first-grade and second-grade accounted for 25.0%, 41.1%, 15.5%, respectively, of
the total construction market in terms of the output value in 2021. Except for projects with special
requirements, most project owners prefer to choose a general contractor to manage the construction
project as a whole rather than subcontract to several specialised contractors themselves.
Considering (i) the GDP growth target of approximately 5% in 2023 recently announced during the
opening of the National People’s Congress and (ii) the rebounce of economy after the impact of
COVID-19 in 2023, it is expected that the demand for urban-rural development, industry upgrade,
and the renovation of the old community will be gradually recovering and the output value of the
construction industry will keep increasing in a moderate rate. The general contractor is expected to
continue to dominate the construction industry in China and its output value is projected to reach
RMB37,061.1 billion in 2026, representing a CAGR of 6.6% from 2022 to 2026.

The relatively high and stable expected growth of the industry is justified by the proposed
incentive policies related to real estate and building construction in 2022-2023. In November
2022, the central bank and the China Banking and Insurance Regulatory Commission jointly issued
the Notice on the Current Work of Financial Support for the Stable and Healthy Development of
the Real Estate Market, which increased support for real estate enterprises from the perspective of
financial institutions to stabilize the development of the real estate market. Since 2023, local
governments have also continued to introduce policies to boost demand in the sector by lowering
purchase and lending limitations, relaxing household requirements and increasing central provident
fund loan limits. Regarding building construction, in November 2022, the National Development

and Reform Commission, the MOHURD, and 18 other departments issued the Action Plan to
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Further Improve the Quality of Products, Works, and Services (2022-2025), focusing on the
improvement of building quality and usage functions, and promoting quality improvement in the

construction industry to achieve sustainable and healthy development.

Total Output Value of Construction and its Growth Rate in China, 2016-2026E

Civil Building Transportation Industrial Municipal Works

CAGR Total Construction Infrastructure Construction Construction Others
2016-2021 8.7% 6.5% 18.1% 53% 11.6% 7.3%
RMB: Billion 2022E-2026E% 6.4% 5.8% 8.7% 67% 5.9% 6.2%
45000
40000 — -
35000 |
—
30000 -
—
—
25000 —_—
—
20000 T
—
15000
10000
5000
0 — — — — — — — _—
2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E

— Others 12129 12488 1336.8 14745 1474.1 17247 19452 22177 24438 24747 24770
Municipal Works Construction 16737 19375 21158 24119 26416 2,903.9 30755 33032 35147 37047 3.868.1
mm— Transportation Infrastructure 23293 32557 3,646.1 42282 4,690.0 53542 58243 64220 70123 7.582.1 81176
s Civil Building Construction 13,0807 13817.7 14,333.0 155150 16,3248 17,950.7 189212 202232 214124 22,648.1 23,7290
mm— Industrial Construction 1,060.0 11347 11500 12147 12642 13744 14318 1,512.0 1,635.0 17514 1.858.1
Total 19.356.7 21,3944 225817 248443 26394.7 29307.9 3L198.0 33,6780 36,0183 38,1611 40,049.7

Source: National Bureau of Statistics of China and F&S estimate as at the Latest Practicable Date

Note:  Civil building mainly includes commercial buildings, residential buildings and industrial buildings, whose output
value contains the output of construction work and its corresponding service such as design and supervision. The
transportation infrastructure mainly includes the highways, railways, bridges and other transportation
infrastructure (road inside the city is not included in the transportation infrastructure). Municipal works mainly
include the urban road, power supply, water supply, etc. Other construction mainly includes the construction
works of agriculture buildings such as grain and fodder processing stations, livestock and poultry farms, etc.

Among all of the subsectors, civil building construction held the dominant market position
representing 67.6% of the market share in 2016 and 61.3% of the market share in 2021, respectively.
For municipal works subsector, according to the Several Opinions of the General Office on Further
Strengthening the Management of Urban Planning and Construction (B #E— 5 il o 3k v 87 #1] e 5%
B T/ER A T3 ), the municipal works maintenance in the urban area and the construction of
underground integrated corridor, which are mostly financed and led by governments, will be important
market drivers for the municipal works construction market. As such, the growth rate of civil building
and municipal works subsector is projected to be growing steadily at a CAGR of 5.8% and 5.9% from
2022 to 2026, respectively.

Project Management Responsibility System of the Construction Industry in China
The Construction Project Management Code (&% LF2IH H & HL#I#D), was approved by the

MOHURD, with effect from 1 January 2018. The Predecessor Construction Project Management

Code for construction project management was abolished on the same day.
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The Construction Project Management Code is applicable nationwide to the project
management activities of all parties involved in construction projects and is the basis for
establishment of project management team, clarifying the responsibilities and working
relationships of all levels and personnels, and assessment and evaluation of the results of project.
It provides a clear guidance to all parties involved in construction projects, including construction
enterprises, surveying units, design units, supervision units, construction units, etc., on the

implementation and relevant requirements of project management responsibility system.

According to the Construction Project Management Code, project management responsibility
system plays an important role in managing construction projects. The Construction Project
Management Code sets forth the major components of the project management responsibility
system, which should include the project manager or other management role of the construction
enterprise, the relevant responsibility and authority of the person-in-charge, the framework
requirement of responsibility letter as well as the rewards and penalty mechanism thereafter. For
each project, the responsibility letter is designed according to the specific requirements and
prescribed goals of the project based on management assessment and negotiation with the
respective individuals. A responsibility letter will be entered into between the authorised
representative of the construction enterprise and the appointed person(s)-in-charge to outline the
corresponding responsibilities and prescribed goals to be achieved for assessment on rewards and

penalty upon the completion of the construction project.

The Predecessor Construction Project Management Code, which should be followed for
construction project management, was approved by the MOHURD on 21 June 2006 with effect
from 1 December 2006 and had been abolished since 31 December 2017. The Predecessor
Construction Project Management Code served as the basis for establishment of project
management team, clarifying the responsibilities and working relationships of all levels and
personnels, specifying project management measures and assessment and evaluation of the results
of the project. The Predecessor Construction Project Management Code stipulates that
responsibility system of project manager shall be fully implemented for construction project

management.
Key Market Drivers

There are a number of factors driving the growth of China’s construction industry, including:
Accelerating Urbanisation Process

In 2021, the urbanisation rate in China has reached 65.7%, growing at a CAGR of 2.7% from

2016 to 2021. According to the National Population Development Plan Notice (2016-2030) (%5
g B 7 BN B0 2N 11 85 R A #1(2016-20304F))  published in 2016, China’s urbanisation rate is

- 109 -



INDUSTRY OVERVIEW

expected to reach 75.8% in 2026. With the accelerated urbanisation process in China, a lot of new
demands have been brought to the construction industry, particularly for civil building. The
reasons for the accelerating urbanisation process in the PRC mainly includes: (i) economic
development bringing agglomeration effect; (ii) support from regional government; (iii) the break

of geographical restrictions for the flow of population; and (iv) social transformation.

Accelerating urbanisation drives the growth of the construction industry in China and in

Hunan in the following ways:
1. urban economic development drives the demand for sizeable buildings construction;

2. regional urbanisation planning promotes the expansion of construction industry to

second-tier and third-tier cities; and

3. urbanisation increase the demand for development of infrastructure in the construction

industry.

In the report to the 20th National Congress of the Communist Party, it proposes to renovate
more than 42 million sets of shantytown housing, renovate more than 24 million rural houses, and
significantly improve the housing condition of urban and rural residents. In the future, the
government will keep focusing on the renovation project of shantytown, city village and dilatated
buildings, and the fixed asset investment from the government on transportation infrastructure and
municipal works will sustain a stable growth. As such, the construction industry in China and

Hunan Province still has enormous potential for growth in the future.
Supportive Government Policies

The Belt and Road Initiative refers to a cooperative development initiative between China
and other countries. The Belt and Road Initiative horizontally runs across eastern, central and
western China, and vertically connects major coastal port cities in China, and continues to extend
to central Asia and Association of Southeast Asian Nations (ASEAN) countries. In the Thirteenth
Five-Year Plan of Modern  Comprehensive  Transportation  System  Development
( [+=01 BREES 2 E i i R 45 )R H1#]) issued by the State Council in February 2017, it
was proposed to actively promote the construction of railway, highway, water transportation, and
pipeline connection projects between China and neighbouring countries as well as regions to build
“The Belt and Road” connection channel. The initiative addressed the importance of transportation
connectivity between countries, which will stimulate the domestic and overseas fixed asset
investment. Due to the fact that the majority of the Belt and Road countries are middle-income
countries with continuous construction demand, the market potential for construction industry is

still enormous. Besides, the State Council issued the Opinions on Promoting the Sustainable and
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Healthy Development of the Construction Industry ([ i i #E i3 58 SE R A e 3 19 & ), which
encourages the rapid development of the prefabricated buildings in the next decades whose market

penetration rate is expected to account for 30% of new buildings areas by 2025.
Innovation of Steel Structure in Construction Market

The increasing labour costs and the stringent environmental protection supervision policy
have to some extent limited the development of the traditional construction industry. The
innovation of steel structure in the construction industry with a higher material utilisation rate has
to some extent helped with the reduction of environmental impact of construction projects.
Besides, the less labour-intensive character compared with traditional construction model has been
considered as an alternative solution for the increasing labour cost. The steel structure construction
project used to be primarily applied in the construction of municipal buildings and large-scale
factories. However, with the establishment of a series of supportive government policies, it is
expected that the penetration rate of the steel structure in the civil building construction subsector

will witness rapid growth in the future.
Major Challenges

The principal challenges to the development of China’s construction industry include:
Increasing Operational Cost

The civil building construction market in China is a labour-intensive industry. Along with the
ageing population in China, the labour cost is rising gradually. In addition, most of the current
employees are migrant workers born from 1960 to 1970. The poor working environment could not
appeal to the post-80s and 90s new generation of migrant workers, which makes it difficult to
recruit workers, thus raising labour costs in the civil building construction market. It is customary
in the PRC construction industry that except for the certified technical and management staff, such
as constructors, construction companies do not employ their own construction labour force, but
may instead enter into labour services contracts with qualified labour service subsidiary companies
or third parties for labour force required in construction projects. In this regard, it is an industry
norm for construction companies to procure a significant amount of such labour subcontracting
services from newly established companies, which are generally able to procure the substantial
amount of labour required by the enterprises. This industry norm is mainly due to the fact that
these newly established companies usually provide more competitive offers than well-established
labour subcontractors in order to expand their business and increase their market share at their
early stage of development. Moreover, construction labour supply in Hunan and Hainan Province

is sufficient and it is not difficult for labour subcontracting company to hire sufficient labour to
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perform for their engaged projects. In relation to construction project management, it is the
industry norm for companies to retain deposits from the project manager or other responsible
employees as responsibility deposit to guarantee the due performance of the project as reward or

penalty.

Increasing Investment in Technological Innovation

At present, the R&D investment in China’s construction industry is insufficient compared
with other developed countries. The main reason is that the required capital investment in
advanced technology in the construction industry is very high and it demands a long-term
investment period before generating profits. Long-term high investment cost leads to the situation

that many construction enterprises are reluctant to invest in technological innovation.

The level of R&D expenses incurred by our Group was in line with those of its industry

peers.

Weakened Impact from the COVID-19

The impact of outbreak of COVID-19 on China’s construction industry is expected to be
limited in the long run, due to the fact that China’s solid economic scale is capable of withholding
the impact of COVID-19. In addition, the PRC Government has introduced various types of
policies to support the recovery of national economy in 2023, including China’s Ministry of
Finance has increased the 2023 new local government special debt limit to RMB219 billion, which
represented an increase of 50% compared to the previous year, one of the reasons was for boosting

local infrastructure construction.

To combat the pandemic during 2020 to 2022, some major cities in the PRC has adopted
isolation measures imposed by the PRC Government on business and social activities, including
lockdowns, stringent travel restrictions, heightened quarantine measures and mandated temporary
suspension of business operations across certain regions and as the construction industry being a
typical labour-intensive industry, has been affected in the first quarter of 2020 with short term
adverse impacts on the construction projects, such as the short-term project schedule delay,
shortage of construction materials supply and slow down of government approval. Despite the
isolation measures, such as city lockdown, were imposed by the PRC Government, operation of
construction projects are not restricted by the PRC Government as long as the construction
workers complied with the movement restriction rule imposed by the PRC Government. Since the
resumption of work in late February 2020, the construction industry has seen clear sign of

recovery, with various economic indicators picking up again gradually and the impact of the
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COVID-19 on the construction industry in the PRC was weakened based on the observations

below:

. The COVID-19 infection rate remained at a very low level as reported by the PRC

Government and the isolation measures has been relaxed since the end of 2022;

. The resumption of construction activities as evidenced by the increase in total
investment value of fixed income in the PRC from approximately RMB259.4 billion in
January 2020, to approximately RMB6,237.0 billion in May 2020; From January to

December 2022, the overall infrastructure investment growth was 9.4%;

. The demand for construction services as at mid-May 2020, has basically resumed to the
level before the outbreak of COVID-19 and from January to December 2022, the total
output value and newly signed contract value of the Construction Industry in China
reached RMB31,398.0 billion and RMB36,648.1 billion respectively; and

. The urbanisation rate in China has witnessed a sustainable growth from 57.4% in 2016
to 65.7% in 2021. Driven by the favourable policies such as The State Council on
Issuing the National Population Development Plan (2016-2030) (BRI S 5 B J Ts B R %
A 1 2R % (2016-2030%4F)), the urbanisation rate in China is expected to reach 75.8%
in 2026. The rising urbanisation rate is expected to provide more market opportunities
for the construction industry in the PRC despite the outbreak of COVID-19.

Market Trends

The construction industry in China has developed significantly in recent years as a result of
high economic growth and a strong real estate market. Innovative technologies, building
techniques and practices, concepts and construction products are steadily being adopted by major

construction companies in China. For example:
Development of the EPC Model

The EPC model refers to a model that the construction company undertakes the construction
project during a whole construction process (including engineering, procurement, construction and
commissioning) or its several phases. It is widely accepted that EPC model is capable to optimise
the project efficiency through overall coordination and resource allocation of the project. The
government has been promoting the development of the EPC model for several years. In 2016, the
MOHURD issued the Opinions on Further Promoting the Development of EPC (/A #E— 5 #E#E T
BRAREIEENAG T ER), which proposed that the development organisations should give

priority to the EPC model when selecting the contracting model of the construction project. In
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2017, the MOHURD also issued the National Standard Code for General Contracting Management
of Construction Projects (Ea%IHH TF2 48K G5 M #i [ X5 4E) which has standardised the

EPC construction standard to accelerating the promotion process of EPC projects in PRC.
Development of Green Buildings including Prefabricated Construction Method

Green buildings refer to maximising resource conservation and reducing pollution throughout
the entire cycle of the construction process, providing residents healthy, efficient and
environmentally-friendly buildings. According to Notice on the Medium and Long Term
Development Plan for Green Buildings in Hunan Province (17 &k (o 858 b 188 BB
#1(2021-2035)) issued by HHURD in 2021, it is targeted that, by 2025, the completion area that
are recognised as green building should reach 75% of the total completion area of all newly
developed buildings while the completion area that are recognised as starred green building should

reach at least 14% of the completion area of all newly developed buildings.

Prefabricated construction method, which is a kind of green building technology, consisting
of factory-built components or units to be assembled on-site that efficiently eliminates the resource
wastage and pollution compared to the traditional construction method. It possesses multiple
strengths compared with the traditional building and is becoming increasingly popular in the PRC
construction industry given its efficiency, quality and environmental-friendly attribute. The extra
materials of the prefabricated building can be recycled, which can help solving the pollution
problem brought by the traditional building construction. In addition, the construction model of
prefabricated buildings, assembly of factory-made components on-site, needs less manual labour
and thereby reducing the labour cost. Hence, the government is actively promoting the
development of prefabricated building. In February 2017, the State Council issued the Opinions on
Promoting the Sustainable and Healthy Development of the Construction Industry (7% k% HF /S B2
B i S R A R B B E ),  which  proposed that prefabricated buildings are
encouraged to develop, and it should account for 30% of new buildings by 2025.

Entry Barriers
Qualification Certificate of Contractors

General contractors are required to obtain qualifications approved by the MOHURD and local
government authorities in order to perform construction works in China. The scope and scale of a
construction project that a general contractor can undertake depends on the general contractor’s
construction qualification. In China, the construction industry is under strict regulation. The
qualification management system specifies the limitation and boundaries of business that a
construction enterprise under each qualification category at each grade can undertake. Construction

enterprise are prohibited to undertake the project which beyond its qualification. The construction
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qualification is awarded based on factors including, but not limited to net assets, track record of
construction works, machinery and equipment capacity, minimum number of technical and

managerial employees.
Reputation and Track Record

Reputation and successful track records maintained by the construction companies are also
important entry barriers for new market entrants. For property owners, the proven track record and
reputation provide a convincing endorsement for construction quality and contractual capacity.
With the in-depth promotion of the reform of the credit management system in the construction
industry, the importance of the reputation and proven track record is expected to maintain an

upward trend.
Professional Technical Staff

According to the Measure for the Management of the Practice of National Certified
Constructor (i ffft 23 Al g 26 G A% 45 FLHEL), both first-grade (—#%) and second-grade (—-#)
constructors are qualified to undertake the leader role for medium-scale project but only the
first-grade constructors are qualified to undertake the leader role for large-scale projects. All
constructors with constructor licence are prohibited to undertake the leader role as the project
manager of more than one construction project at the same time. Considering the long construction
period before the project completion acceptance, sufficient qualified constructors guarantees the
maximum project capability of a construction company. As at 31 December 2021, there are
approximately 1,300,000 qualified first-grade constructors in China, which accounts for around
1.1% of the total employees in the construction industry. Considering the limited number of the
qualified constructors, employing sufficient first-grade qualified constructors is essential for new

entrants.
Capital Requirement

Capital, especially the net asset and sufficient cash flow, is an important barrier for new
entrants as it is not only essential for meeting the qualification requirement but also important for
the smooth operation of the project. For example, according to the “Qualification Standards for
Construction Enterprises ( (EEEEMEETBFHIEEE) )7, for the first-grade general contractors
of construction (— {5 T HE T4 K4 3), the minimum requirement for net asset should be
above RMB100 million. Generally, the capital capability of a tenderer is an important selection

criteria in public tendering.
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Overview of the Construction Industry in Hunan Province

Total Output Value of Construction and its Growth Rate in Hunan by Contractor Type,
2016-2026E

General Contractor Specialized Contractor

CAGR Total
o First Grade

Second Grade Third Grade First Grade Second Grade ‘Third Grade
and Above

2016-2021 12.7% 14.4% 10.2% 11.4% 12.0% 11.2% 83%

RMB: Billion
2022E -2026E* 10.2% 11.3% 9.7% 74% 6.6% 21% -0.4%
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e | .
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l
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l
l
N |
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e n

2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
173 196 214 232 207 12 33 01 35 39 32
159 183 20.1 219 240 270 272 256 26.1 280 295
343 395 440 486 534 605 613 632 6.8 722 79.1
943 109.6 120.6 1315 1444 162.1 1792 2036 2137 2235 2384
137.6 1537 167.9 181.7 199.5 2239 246.7 226 3006 3254 3572
431.0 5016 5842 6732 7443 8433 930.5 1,041.5 1,163.6 12978 1.427.6
7304 8423 958.1 1,080.1 1,186.4 13280 1.448.1 1,606.6 17743 1,950.7 21349

Source: National Bureau of Statistics of China and F&S estimate as at the Latest Practicable Date

Similar to the situation in other parts of China, the output value of the first-grade general
contractor in Hunan Province occupies the majority of the market share from 2016 to 2021.
Considering the Several Measures to Help Construction Enterprises Solving Difficulties and
Promote Steady Economic Growth (Il 77 & 54> 347 IR il # (2 4E S8 Tl R T 1576 )
jointly issued by 11 government departments including ZHURD in November 2022 which set out a
set of specific policies in support of construction industry in Hunan that also contributed to the
sustainable growth of construction industry in Hunan, it is estimated that the output value of the
construction industry in Hunan Province will be gradually recovering and increasing in a moderate
rate consistent with the overall market growth rate in China. The whole market size of
construction industry in Hunan Province is thus projected to reach RMB2,134.9 billion in 2026,
representing a CAGR of 10.2% from 2022 to 2026. As at 30 September 2022, there are 14
premium grade general contractors and 341 first-grade general contractors in Hunan Province. In
consistent with the market growth in Hunan Province, the first-grade general contractor is expected
to maintain its dominant market position and is expected to grow at a CAGR of 11.3% from 2022

to 2026.
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Total Output Value of Construction and its Growth Rate in Hunan by Project Type,

CAGR Total EPC PC PPP Others
2016-2021 12.7% 38.9% 11.3% 37.2% 7.1%
2022E-2026E* 10.2% 24.6% 7.9% 23.7% -7.0%

RMB: Billion
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1000 — T -

~m 1R ] i

0 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E

Others 127.1 1383 149.8 168.6 168.3 179.0 181.6 173.5 151.9 137.6 136.0
— Ppp 6.4 10.6 15.1 18.9 255 313 420 54.6 69.1 86.0 98.4
= EPC 28.8 415 59.1 83.2 108.6 149.1 196.2 260.2 3443 4283 473.0
— PC 568.0 651.8 734.2 809.3 883.9 971.9 1,053.7 1,139.7 1,229.8 1,323.9 1,427.6

Total 730.4 8423 958.1 1,080.1 1,186.4 1,328.0 1,448.1 1,606.6 1,774.3 1,950.7 2,134.9

Source: National Bureau of Statistics of China and F&S estimate as at the Latest Practicable Date

Hunan Province’s construction market has witnessed a steady increase from 2016 to 2021
with its total output value increasing from RMB730.4 billion in 2016 to RMB1,328.0 billion in
2021, representing a CAGR of 12.7%. Among all of the subsectors, civil building construction
holds the dominant market position, attributing to 69.1% and 70.4%, respectively of the total
output value of the construction industry in 2016 and 2021. The outperformance of the growth rate
of civil buildings in Hunan Province is mainly due to the rapid development of the prefabricated
buildings which is mainly driven by supportive government policies such as the Planning of the
Distribution of Residential Industrial Production Bases in Hunan Province (158 & 1 T /& 3 4E i 3
Hi AT B RHLE] (2015-2020). As for outperform of Industrial Construction market, with the gradual
completion of the new market, industrial buildings will enter the stock market, thus industrial
building maintenance is a big market opportunity in the future.

In the construction market of Hunan Province, the majority of the construction projects are
accomplished under the PC model, which accounted for around 77.8% in 2016. Compared with the
EPC model, the property owner separates the design services from procurement and construction
services under the PC model. For large scale construction projects whose property owner has
higher requirement on the project quality, the EPC model is more preferable than the PC model as
the potential risk could be transferred to the general contractors. This is because the EPC model
could minimise the risk taken by the property owner, improve the project coordination efficiency
and reduce the project construction period. For the general contractors, more coordination and
management responsibility indicate higher project quotation for EPC projects. Besides, under the
premise of the safety and quality of the project, the EPC model allows the general contractor to
accelerate the project schedule and reduce construction costs through optimised project
management abilities. As such, the EPC projects generally retain higher gross profit than PC
projects. It is common in the construction industry that the engineering units and construction units
with corresponding qualification jointly bid and cooperate for EPC, according to the
Administrative Measures for the EPC activities of Building Construction and Municipal Works

Construction  Projects (5 J& 48R0 T BUES B B it S 2 LAR MR G B#YEL)  formulated by
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MOHURD in December 2019. In the future, it is estimated that the market size of the EPC model
will increase at a rapid growth rate of 24.6% from 2022 to 2026 because of the establishment of a
series of the supportive government policies.

The estimated output value of construction in China and in Hunan Province from 2022 to
2026 is estimated based on the recent modifications of the macroeconomic environment and
policies taking into consideration the more moderate GDP growth target of 5% proposed by the
PRC Government in the annual sessions of NPC and Chinese People’s Political Consultative
Conference (CPPCC) National Committee. Our Directors considered that the modifications of the
macroeconomic environment and policies would not have a material impact on the business of the
Group for the following reasons:

()

(ii)

The more moderate GDP growth target was proposed considering the effects of
shrinking exports and international tradings. While we primarily focus on domestic
market, the modifications of the macroeconomic environment and policies due to the
shrinking exports and international tradings have no material impact on our business;
and

We focus on the provision of construction services comprising civil building
construction services, which are still leading the growth rate of the construction
industry. While installation and building decoration services are most significantly
impacted by the modifications, we have limited involvement in these subsectors and
thus the modifications of the macroeconomic environment and policies have no material
impact on our business.

Total Output Value of Prefabricated Steel Civil Building Market in China and Hunan,

CAGR China Hunan
2016-2021 87.7% 63.8%
RMB: Billion 2022E-2026E* 20.9% 26.8%
2000
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0 2016 2017 2018 2019 2020 2021 2022E 2023E 2024E 2025E 2026E
= Hunan 18 37 8.1 12.6 17.4 21.2 276 37.1 47.6 59.0 716
China 329 1733 2933 445.7 606.5 764.8 797.7 996.6 1,217.2 1,455.3 1,703.5

Source: F&S estimate as at the Latest Practicable Date

Note: The market size of prefabricated steel building construction market is determined by prefabricated ratio, new floor
area of prefabricated building and unit prefabricated steel building construction price.
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With the introduction of a series of supportive policies and government subsidies in recent
years, the output value of prefabricated steel building construction in China has increased from
RMB32.9 billion to RMB764.8 billion from 2016 to 2021, representing a CAGR of approximately
87.7%. In the future, considering the ongoing government supportive policies and the increasing
maturity of the market in the next five years, the market size of prefabricated steel civil buildings
in China is projected to reach RMB1,703.5 billion in 2026. Hunan Province, as one of the seven
pilot districts for prefabricated steel building development in 2019, plans to cultivate more than 5
large-scale construction general contractors for prefabricated steel building and complete more
than 10 demonstration prefabricated steel building projects from 2019 to 2021 according to the
Promotion of Prefabricated Steel Building in Hunan Province (W7 5 i 48 8 5 i 256 il X3 2 d
7B 77 %) issued by Hunan Province Department of Housing and Urban-Rural Development and
approved by MOHURD. As such, it is estimated that the prefabricated steel building market in
Hunan Province is projected to reach RMB71.6 billion in 2026, representing a CAGR of 20.9%

which is much higher than the average growing speed of China due to the strong policy support.
Overview of the Construction Industry in Zhuzhou

Total Output Value of Construction and its Growth Rate in Zhuzhou, 2016-2026E

CAGR Total

2016-2021 12.1% 13.5% 9.7% 9.9% 10.6% 9.7% 12.6%

2022E-2026E* 7.2% 102% 13% 5.9% 15.4% 102% 3.7%

RMB: Billion 180
160
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100 |
-
80 -
60 —— ] ] -
o — =

2016 2017 2018 2019 2020 2021 2022 2023E 2024E 2025E 2026E
8.5 86 66 166 11 155 150 142 127 104 129
14 L6 18 18 22 23 24 26 27 28 36
3 34 38 40 47 52 57 63 68 75 102
74 84 94 9.7 13 19 125 134 141 150 157
107 138 128 136 158 169 184 199 216 23 194
310 351 393 426 521 585 65.5 728 809 897 964
Total 623 69.0 7.7 884 97.1 1103 1196 1292 1388 1485 1582

Source: F&S estimate as at the Latest Practicable Date

As encouraged by the expansion and development of central city areas, and the improvement
of old city areas proposed in the Outline of the Thirteenth Five-Year Plan for National Economic
and Social Development of Zhuzhou (FkUH T E B A8 04T & 88 55 -+ =8 T AR B A0 22), the
construction output value in Zhuzhou witnessed rapid growth from RMB62.3 billion in 2016 to
RMB 110.3 billion in 2021 with a CAGR of 12.1%. General contractors of first-grade and above
hold the dominant market position in Zhuzhou, which witness the most rapid growth speed at a
CAGR of 13.5% from RMB31.0 billion to RMB58.5 billion between 2016 and 2021.
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According to the Action Plan of Zhuzhou for the Integrated Development of
Changsha-Zhuzhou-Xiangtan City Cluster (RMRERATHE—#E (L4 KM TT178) /7 %) proposed in
2019, the government of Zhuzhou would vigorously promote the civil building and construction of
transportation infrastructure to facilitate the integrated development of the
Changsha-Zhuzhou-Xiangtan City Cluster. Benefiting from this plan, the construction output value in
Zhuzhou is expected to grow from RMB119.6 billion to RMB158.2 billion at a CAGR of 7.2% from
2022 to 2026. Also, along with the continuous enhancement of the construction capability of
construction enterprises, the construction output value of first-grade general contractors or above is
estimated to show an upward trend, rising from RMB65.5 billion to RMB96.4 billion at a CAGR of
10.2% from 2022 to 2026.

In Zhuzhou, there are only four construction companies with first-grade general contractor
qualifications among the total number of 251 as of 30 September 2022. Among those qualified
construction companies, Zhongtian Construction, the principal operating subsidiary of our Group,
is the only company that is accredited as High and New Technology Enterprises (=% il {>2£).

Price Trend of Project Price and Operation Cost

Price Indices of Construction Cost and its Components in China, 2016-2026E

CAGR ]‘a':':'r'l‘ag] Labour Cost M“CC':;er"
Cost Breakdown of Construction Project,
China, 2021 2016-2021 0.8% 3.8% 2.0%
2022E-2026E 0.6% 4.0% 2.8%
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Building Materials = 98.8  107.6  109.7 1033 99.1 102.8 = 101.3 ~ 100.7 100.8 101.8 103.6
s _abour Cost 1083 1125 1174 1220 126.1 130.7 1355 1406 146.0 1519 1582
s Machinery Cost 101.5 1033 1056 1074 109.8 112.1 1162 119.9 1239 128.1 129.8

Source: National Bureau of Statistics of China and F&S estimate as at the Latest Practicable Date

Note: The base year in the index is 2014 when index equal to 100. The price indices of construction project and its
related cost (raw materials, labour cost and machinery cost) reflects the price trend of construction project
investment and its cost in the fixed asset investment. Raw materials in the construction project includes steel,

concrete, wood, chemicals, electricity and other direct materials.

For a construction project, the majority of operation cost is attributable to the raw materials
such as steel, concrete, wood, chemicals, electricity, and other direct materials which accounted for
62.2% of the total project cost in 2021, followed by the machinery cost which accounts for 20.4%
of the total construction cost. The machinery cost could be even higher for the transportation

infrastructure construction projects and municipal works construction projects because of the
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increasing demand for equipment. With the increasing production efficiency, the growth speed of
the price index for building materials is expected to experience a slight decrease from 2022 to
2026 at a CAGR of 0.6%. According to the National Bureau of Statistics of China, the CAGR of
the total number of employees in the construction industry is 3.8% from 2016 to 2021, which is
much slower than the CAGR of 8.7% of the construction industry in terms of the output value. The
inconsistency of the rapidly growing construction demand with the labor supply market drives up
the labor cost. The average wages of the workers in the construction industry in the urban area is
approximately RMBS51,256 per year in 2021 and is expected to increase in line with the increase of
the nominal GDP per capita from 2022 to 2026 assuming that the labor demand and supply
situation remains stable. Due to the technical upgrade of construction equipment, the price of

machinery cost is also expected to increase during the same period.

The fixed asset investment price index indicates the average price changes of the fixed asset
investment. Steel and concrete are the two major raw materials used in the construction industry.
According to the National Bureau of Statistics of China, the price of the steel and concrete has
witnessed an increase at a CAGR of 7.6% and 6.2%, respectively, from 2016 to 2020 despite a
sudden drop in 2016 due to the implementation of a “decapacity” policy by the PRC government.
“Decapacity” Policy refers to the Opinions of the State Council on Resolving Excessive Production
Capacity in the Iron and Steel Industry (<% B B % 8 8807 T 5l At 8 o0l 5 i B B0 Mo 1R o e 1) 3
f.)) by which the PRC Government imposes stricter environmental law enforcement measures, for
example, comprehensively investigating the conducts of the steel enterprises in relation to
environmental protection, penalising steel enterprises that do not meet environmental protection
standards in accordance with the law, and further improving the online system for monitoring
major pollutants emitted by all steel enterprises. The PRC Government also strictly enforces safety
production supervision and law enforcement, comprehensively investigates the safety production
situation of the steel industry, promptly publishes the “blacklist” to announce poor production
safety records of steel enterprises and investigates and penalises steel enterprises that do not meet
the safe production requirements in accordance with the law. As a result, those underperformers
that cannot meet the environmental and safety requirements will be punished, such as monetary
punishment and suspension of operation, which lead to their withdrawal from the market so as to
alleviate the problem of overcapacity of the iron and steel industry in China. There is no evidence
that the market supply of raw materials has experienced the shortage situation in the past 5 years.
In the future, under the assumption of the stable growth construction demand, it is expected that
the supply of those raw materials will be sufficient in the market and the price of steel and

concrete will experience a stable increase in consistent with the inflation rate.
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COMPETITIVE LANDSCAPE OF CONSTRUCTION INDUSTRY IN HUNAN PROVINCE
AND ZHUZHOU

Hunan Province Top 15 Non-state Owned Construction Enterprises

in terms of Construction Revenue, 2021

City Main Business Q"‘(';"':;:"" Revenue (Million) Market Share
Changsha Civil Building Premium 9,570.4 1.1%
Changsha Civil Building Premium 57905 07%
Changsha Civil Building First-Grade 36129 04%
Changsha Civil Building First-Grade 35530 04%
Changsha Civil Building Premium 24292 0.3%
Changsha Municipal Works First-Grade 24254 0.3%
Changsha Civil Building First-Grade 22280 0.3%
Changsha Civil Building Premium 22041 0.3%
T o S £

Hengyang Civil Building First-Grade 14998 029%

1 pris ) Changsha Civil Building First-Grade 13351 0.2%

Chenzhou Constru Chenzhou Civil Building First-Grade 1,328.1 0.2%

(W 5 R
Hunan Hengw 1. .

3 ) eyang : . < Gra 25 %
1 e 5 Hengyang. Civil Building Firs-Grade 12259 01
14 H“““w Changde Civil Building First-Grade 12034 0.1%
15 Loudi ﬁ‘iﬁfﬁ"ﬁ.ﬂ? :‘;‘}T\lﬁ‘g'\‘dﬁ 0. Lid Loudi Civil Building First-Grade 11646 0.1%

Top 15 Non-statc Owned Construction Companies 40,9370 1%
ih 830550.5 95.3%
Total Non-state Owned Construction Revenue in Hunan Province 714964 100%

Source: MOHURD and F&S estimate as at 30/09/2022

According to the National Bureau of Statistics of China, in 2021, there were around 129,000
construction enterprises in China. The top 15 players in the construction industry in Hunan
Province only accounted for approximately 4.7% of the total output value of the construction
industry in 2021, which implies that the construction industry in China is fragmented. In 2021, our
Group ranked ninth in terms of the construction revenue among non-state-owned construction
enterprises in Hunan Province, which reached RMB1,823.4 million, placing it ninth among
non-state construction businesses in Hunan Province. None of our Group’s competitors in the top
15 in Hunan Province is a listed company and all of these companies are principally engaged in
civil building construction except for Hunan Yuanyi Architecture Group Co., Ltd. (i#Fg [EZE a5
LA R/ A]). Our Group ranked fifth among non-state-owned construction enterprises with a
first-grade general contracting qualification in Hunan Province whose main business is civil

building construction.
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Zhuzhou Top 5 Non-state Owned Construction Enterprise in terms of Construction Revenue, 2021

Rank ‘Company Main Business Qualification Grades

Civil Building First 738.4 0.7%

Civil Building First 705.1 0.6%

4 Hunan Hone  Eneneerine Co. L Civil Building Second 657.1 0.6%

Hunan United Ci

(Wi Civil Building Second 632.3 0.6%

Top § 4,556.3 4.1%
Others 106,314.9 95.9%

Total Construction Revenue 110,871.2 100%

Source:  Zhuzhou Public Resource Trading Centre and F&S estimate as at 30/09/2022

Note: Hunan Furong Construction Group Co., Ltd (115 2% g 5% 42 [ 45 BR /A ), Hunan Mightier Group Construction
Co., Ltd. (HIFE AR E M ## A R/ ) and our Group are general contractors with first-grade qualification and
Hunan Hong Wei Construction Engineering Co., Ltd (i ZfE# % T& AR/ F)) and Hunan United City
Construction Group Co., Ltd (W1EHi& kT et 4 A BR/A ) are general contractors with second-grade
qualification. The main business of Hunan Mightier Group Construction Co., Ltd. (¥ 7g % K5 B 25 A R A7)
also includes real estate development in addition to provision of construction service. None of the above
companies is a listed company.

In 2021, our Group ranked the first in terms of total construction revenue among non-state

owned construction enterprises in Zhuzhou, which reached RMB1,823.4 million.
COMPETITIVE LANDSCAPE OF PREFABRICATED BUILDING MARKET IN CHINA

Prefabricated building is a type of building consisting of factory-built components or units to
be assembled on-site and can be divided into three major categories including prefabricated
concrete building, prefabricated steel structure building and prefabricated timber building based on

the types of the main structural component of the building.
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Top Five Prefabricated Steel Construction Enterprises in China in terms of
Prefabricated Building Revenue, 2021

Zhejiang Southeast Grid Co., Ltd.
002135 Prefabricated Steel 413.6 0.059
(LR AR R A A 7)) refabricated Stee B
- T T T T T T T T T T T T T T T i)
| 2 the Group / / 369.8 0.05% |
Jinggong Steel Building Group .
3 8 600496 Prefabricated Steel 298.2 0.04%
CRL 4 T8AE HE (SR IR 4 R /) relbneated Siee ’
4 Hangxiao Steel Structure 600477 Prefabricated Steel 237.0 0.03%
Anhui Honglu Steel Structure (Group) Co., Ltd. .
5 - 002541 Pref: ted Steel 187.0 0.029
CEERUB B IS HE () BE AT 7)) refabricated Stee 7 B
Top 5 Prefabricated Steel Construction Participants 1,505.6 0.2%
Others 763,317.1 99.8%
Total Revenue from Prefabricated Steel Construction Participants in China 764,822.6 100.00%

Source: F&S estimate as at 30/09/2022

In 2021, Zhejiang Southeast Grid Co., Ltd. (#77L5 rg 44

HAR B A PR /A 7)) ranked first in the

prefabricated steel construction market in China in terms of total revenue derived from the

provision of prefabricated steel construction services, which reached approximately RMB413.6

million. The top five players in the prefabricated steel construction market only accounted for

0.2% of the total revenue of the prefabricated building market in 2021, which implies that the

market is very fragmented.
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REGULATORY AUTHORITIES

We are principally subject to the supervision of, and regulations promulgated by, the

following authorities of the PRC Government and their local counterparts:

. MOHURD, which is the successor of the Ministry of Construction (% HB) (the
“MOC”) and responsible for the supervision and administration of the qualification of
construction enterprise, the establishment of national standards of construction, and the

supervision and administration of the construction market of the PRC;

e The National Development and Reform Commission (BIZKZEEMMEZEE) (the
“NDRC”), which is responsible for the planning, reviewing and approval of construction

projects with fixed asset investments;

. The Ministry of Emergency Management of the People’s Republic of China ({3 A K
LA [0 2 & #EET), which is responsible for the supervision and administration of
construction safety in the PRC; the respective local authorities at county level or above
are responsible for the comprehensive supervision and administration of construction

safety work within their respective jurisdictions; and

. The Ministry of Ecology and Environment of the People’s Republic of China (HF#E A &
FeFE A REER IS HE)  and  the local administrative authorities for environmental
protection, which are responsible for the administration of environmental protection
issues of construction projects, including the review and approval of environmental
impact assessment documents for construction projects, the assessment of qualifications
of enterprises that conduct environmental impact assessment for construction projects
and the inspection and acceptance of environmental protection facilities of construction

projects.
QUALIFICATIONS

The Construction Law of the PRC (% ARILFIE LD, the “Construction Law”)
promulgated by the Standing Committee of the National People’s Congress (the “SCNPC”) on 1
November 1997 which came into effect on 1 March 1998 and last amended on 23 April 2019, the
Provisions on the Administration of Qualifications of Enterprises in the Construction Industry (&
FEMEEHEEHHME) promulgated by the MOHURD on 22 January 2015 which came into
effect on 1 March 2015 and last amended on 22 December 2018, the Notice on Issuance of
Qualification Standards of Enterprises in the Construction Industry ({5 138 45 2 550 BH i B
BCRFEEMSEEHEEME) 1M A) promulgated by the MOHURD on 6 November 2014,

implemented on 1 January 2015 and amended on 14 October 2016, the Implementing Measures of
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Premium Class Qualification Standards for General Construction Contractors (Jifi L 2K G 1> ZE 45
AR AR MEE i HEL) promulgated by the MOHURD on 30 November 2010 and amended on 9
November 2015, the Notice on Issuance of the Construction Enterprise Qualification Management
Regulations and the Implementation of Quality Standards (I 5 Fl 3% 2 5% &6 B i E1 8 C EE 1
S5 R PR S R R A ME it 7 B (93 A1) promulgated by the MOHURD on 31 January 2015
which came into effect on 1 March 2015 and last amended on 16 January 2020, together with other
regulations, stipulate the application requirements and the scope of activities of contracting
construction enterprises. Construction enterprises shall comply with the aforesaid regulations and
apply for relevant qualifications to engage in the construction contracting business. Qualifications
for construction enterprises are categorised into three groups, namely, general construction
contracting, specialised subcontracting and labour subcontracting. The general construction
contracting qualification has 12 categories and is generally divided into four classes, namely, the
premium class, the first class, the second class and the third class. The specialised subcontracting
qualification has 36 categories and is generally divided into three classes, namely, the first class,
the second class and the third class. Labour subcontracting is regardless of category and grade.
The Qualification Standards of Construction Enterprises (Z5E 3 b3 & EIE1E) sets forth detailed
provisions on the application requirements for each type and class of qualification mentioned

above.

Enterprises holding the qualification for general construction contracting work may undertake
construction project management services in accordance with the scope of their qualification. Such
enterprises may undertake all aspects of the construction works themselves, or subcontract
non-essential construction works, namely, construction works other than the construction of the
main structure of the construction programme to subcontracting enterprises. Such enterprises may

also hire labour subcontracting agents to carry out the construction work.

Specific requirements in relation to standards for these categories and grades have been made
in the Qualification Standards of Construction Enterprises, while the premium qualification
standards have been made separately in the Premium Class Qualification Standards for General
Construction Contractors. In particular, for general contract of municipal public works, general
contract of highway works and professional contract of steel structure works, the qualification
grades are determined based on the assets, the key staff, the project performance and the
technologies and equipment of an enterprise; for professional contract of foundation works,
environmental protection works, construction decoration works, construction curtain wall works,
hoisting facilities installation works and general contract of construction works, hydroelectric
works, construction electromechanical installation works, the qualification grades are determined
based on the assets, the key staff, the project performance of an enterprise; and for professional

contract of formwork and scaffold fixing works and labour subcontracting, the qualification grades
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are determined based on the assets and key staff of an enterprise. Enterprises with different
qualification grades undertake works with different scopes in accordance with the Qualification

Standards of Construction Enterprises.

According to the Notice on Issues Concerning Adjusting the Evaluation of Net Assets for
Recognition of Qualification of Construction Enterprises ([ o #& £ 58 35 1> 35 % BT A VE o i B
FEEEE KA B I RE Y28 1) promulgated by the MOHURD on 9 November 2015, the net assets
shall be evaluated on the basis of the figures as indicated in the legal financial statement for the

year on or prior to its application for qualification recognition.

Pursuant to the Administrative Measures for the Subcontracting of Housing and Municipal
Infrastructure Projects (75 J& & 58 il i BUEL Bl i it L A% it L/ 6085 #L A issued by the MOC on 3
February 2004 and last amended by the MOHURD and effective on 13 March 2019, construction
work should be subcontracted to subcontracting enterprises with relevant qualifications, and labour
services should be subcontracted to labour subcontracting agents with relevant qualifications.
Enterprises holding subcontracting certificates may undertake projects subcontracted from a
general construction contractor in compliance with relevant regulations. An enterprise that has
obtained subcontracting certifications should undertake the entire subcontracting project itself but
a subcontracting enterprise may subcontract any labour work to labour subcontracting agents with
relevant qualifications in accordance with relevant PRC laws and regulations. If the construction
enterprise needs to continue to use qualification certificates after they expire, an application for

renewal shall be made within three months before the expiration.

Prior to the promulgation of the Administrative Measures of the Determination, Investigation
and Handling of Breaches of the Laws on Contract-issuing and Contracting in connection with
Construction Works (ZE5E T2 T35 6 Bl R 62 1347 5 58 2 B R FLHFX) (the “Administrative
Measures”) by the MOHURD in January 2019, there was no clear definition of the term
“qualification affiliation (#+5)”. It was generally interpreted as a qualified construction company
allowing unqualified persons or companies, or lending its qualification to unqualified persons and
companies, to undertake construction project in its name. However, even before the promulgation
of the Administrative Measures, according to the Construction Law of the PRC (H'#E A [t A1
##%%7%) and the Administrative Regulations on Construction Project Quality (ZE#t 22 & & F ik
fil) promulgated by the State Council on 30 January 2000 and last amended on 23 April 2019, if a
construction company is regarded to be involved in qualification affiliation, it may be liable to
rectify the non-compliance, confiscation of illegal income, fines, being restricted from bidding new
construction projects, or being ordered to suspend its business for rectification and reduce its
qualification level. If the non-compliance is serious, the qualifications held by such construction

company may be revoked.
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Pursuant to the Administrative Measures, “qualification affiliation (3#M5E)” refers to the
situation when an entity or individual undertake a construction contract in the name of any other
qualified construction entity. The Administrative Measures further sets out the following

circumstances shall be considered as qualification affiliation:

(i) where an unqualified entity or individual contracts a project by borrowing the

qualification of any other construction entity;

(i) where qualified construction entities undertake projects by the mutual borrowing of each
other’s qualifications, including the borrowing of the qualification of construction
entities with higher qualification grades by those with lower ones, the borrowing of the
qualification of construction entities with lower qualification grades by those with
higher ones, and the mutual borrowing of the qualification of construction entities with

the same qualification grades; or

(ii1) where there is evidence that can support that the subcontracting involved qualification

affiliation.

If a construction company is regarded to be involved in qualification affiliation by permitting
other entities/individuals to undertake projects in its own name, it shall be punished in accordance
with the Construction Law of the PRC and the Administrative Regulations on Construction Project
Quality.

As confirmed by our Directors and the ZHURD, the business model of our Group during the

Track Record Period did not involve any qualification affiliation.

The Several Opinions of the Ministry of Housing and Urban-Rural Development on Further
Pushing the Development of EPC (ff 75 A & 5% 5F B A 1 — D i TREAUR BB R4 TR
(Jian Shi [2016] No0.93) promulgated on 20 May 2016 explicitly stipulates the main model of EPC,
EPC subcontracting, responsibilities and obligations of the EPC companies and regulatory

procedures of EPC project management.

Administration Rules for Construction Market in Hunan Province (] 7d & & 4E 7 35 4 LG B)
promulgated by the People’s Congress of Hunan Province on 30 August 1994 and last amended on
31 March 2021, etc. regulate construction activities Hunan Province in the construction market in
terms of qualification management, construction project contracting and contracting management,

construction cost and quality control.
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PREFABRICATED CONSTRUCTION

The Guiding Opinions of the General Office of the State Council on Vigorously Developing
Prefabricated Buildings (Guo Ban Fa [2016] No.71) (B B B/ B8 B A Kk 7 48 Jre 4 it S i 58 0 48
R R HEEE[2016]719%)) was promulgated by the General Office of the State Council on 27
September 2016, it proposes to perfect related standard, speed up to prepare national standards,
industry standards and local standards for prefabricated buildings; innovates architectural design
for prefabricated buildings; optimises the production of prefabricated parts and components;
improves the standard of construction; promotes fully-furnished units to coordinate the
construction among prefabricated construction decoration, the main structure and mechanical and
electrical equipment; encourages the use of green materials; promotes the general contracting
business. In principal, prefabricated buildings should apply the general contracting mode and can

be tendered based on the criterion of technically complex projects.

The Action Plan for the 13th Five-Year Prefabricated Construction (Jian Ke [2017] No.77)
(=R g N S AT B 7 B (@R 2017]1779%)) was promulgated by the MOHURD on 23 March
2017. It stipulates that the proportion of prefabricated buildings in newly constructed buildings
should be more than 15% in the PRC by 2020, among which, such proportion should be more than
20% in major promoted areas, 15% in actively promoted areas and 10% in encouraged promoted
areas. By 2020, over 50 prefabricated construction demonstration cities, over 200 prefabricated
construction industrial bases and over 500 prefabricated construction demonstration projects will
be developed, and over 30 prefabricated construction technology innovation bases will be built, all

of which is exemplary and encouraging as demonstration.

According to Administrative Measures for Prefabricated Construction Demonstration City (¥
fi X 2 SR Ik T 45 FEIF) promulgated by the MOHURD on 23 March 2017, during the
development of prefabricated construction, to be recognised as a prefabricated construction
demonstration city by such administrative measures entails having relatively strong industrial
foundation and playing an exemplary role in the development goal, supporting policy,
technological standards, project implementation and development mechanism of prefabricated
construction. Each region should favour the demonstration city while formulating and

implementing relevant preferential supporting policies.

According to the Implementation Opinions of the General Office under Hunan Provincial
People’s Government concerning Accelerating Development of Prefabricated Buildings (Xiang
Zheng Ban Fa [2017] No. 28) (il Fg & A R UM HF - BERE i Pt s e i A @ s s R Bk &
WHECHEE$[2017]289%) promulgated on 24 May 2017, prefabricated buildings should be adopted in
certain construction projects in order to expand the coverage of prefabricated buildings, and some
tasks are proposed, such as preparing industrial development plans, enhancing design and

production capacity and putting more efforts into promoting the development of steel-structures
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and wood-structured prefabricated buildings, increases fiscal support, project fulfilment and
financial support, implements tax concessions and plot-ratio reward, prioritises policy support for

pre-sale of commercial housing and optimisation of project bidding procedures.

According to the Notice on the Implementation Plan of Green Building Creation Action in
Hunan Province (I#Fd % &k (08 5880 @478 By R 00 MO EERE (2021) 229%)) promulgated
on 28 January 2021, by 2022, the province of Hunan will create three national demonstration cities
for assembly-type buildings and six at the provincial level, 15 national assembly-type building
industrial bases and 60 at the provincial level, and cultivate and publicize excellent examples of
building energy efficiency and green building, and create 20 assembly-type building demonstration

projects each.

The Notice of the Ministry of Housing and Urban-Rural Development on the Issuance of the
14th Five-Year Plan for the Development of the Construction Industry (5 Fl 3k 480 22 550 B i Bl
B[P0 h ) LR R M T (2022) 119%)) was promulgated by the MOHURD on
19 January 2022, which proposes to vigorously develop assembled buildings, including building a
standardized design and production system for assembled buildings, improving the comprehensive
benefits of assembled buildings, promoting the in-depth integration of assembled decoration and
assembled buildings, vigorously promoting the application of assembled buildings, and cultivating

a number of production bases for assembled buildings.
ADMINISTRATION OF TENDER AND BID

According to the Bidding Law of the People’s Republic of China (1% A R B 5 AR AR
%) promulgated by the SCNPC on 30 August 1999 and amended on 27 December 2017, a tender
is required for the following construction projects: (i) large-scale infrastructure, public utilities and
other projects that relate to general public interests and public security; (ii) projects that are
financed in whole or in part by state-owned funds or by the PRC Government; and (iii) projects
that are financed by loans or financial aids from international organisations and foreign

governments.

The Provisions on Engineering Projects Which Must Be Subject to Bidding (W ZHIRFER T2
JHHHKIE) promulgated by the NDRC on 27 March 2018 and effective on 1 June 2018 and the
Administrative Measures of Bidding for Construction of the House Building and Municipal
Infrastructure Projects (/5 J& 58 FN T B B4 s it L2 bt L8 AR 4R AR A BRI ) promulgated by the
MOHURD on 1 June 2001 and last amended on 13 March 2019 set out the scope of construction
projects which shall be subject to bidding and provide for the specific requirements for bidding.
The Provisions on Tender and Bidding of Construction Projects (L2 &z 8 H fifi T3 AR L)
promulgated by the NDRC on 8 March 2003 and amended on 11 March 2013 and the Regulations
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on the Implementation of the Bidding Law of the PRC (FF3 A & A [ 47 45 5 A2 3 B it 1k
fil)promulgated by the State Council on 20 December 2011 and last amended on 2 March 2019

specify the requirements and procedures for bidding.

The Interim Provisions on the Administration of Tendering and Bidding Activities for
Contracting of Housing Construction and Municipal Infrastructure Construction in Hunan Province
(517 B 5 2 2 SR T BUHR B Bt TR AR G AR AR A IS B A5 B AT BUE)  promulgated by  the
Housing and Construction Department of Hunan Province on 5 May 2017 specify the definition of
construction contracting, the conditions for contracting bidding, the qualification requirements for
bidder, the bidding documents, bidding notice, bidding evaluation, and contract execution during

bidding process.
ADMINISTRATION OF QUALITY CONTROL OF CONSTRUCTION PROJECTS

Pursuant to the Administrative Regulations on Construction Project Quality (&% LFEE &%
) promulgated by the State Council on 30 January 2000 and last amended on 23 April 2019,
construction enterprises, survey firms, designers and project supervisory enterprises shall be
responsible for the quality of their construction works. For construction projects, where all of the
construction works are governed by a main contract, the main contractor of the construction
project shall be responsible for the quality of the whole project. Whereas if the main contractor
subcontracts the construction works to a subcontractor, the subcontractor shall be liable to the
main contractor when the quality of the subcontracted works fails to meet the standard provided by
the contract between them, and the main contractor and subcontractor shall be jointly and severally
responsible for the quality of the subcontracted works. Quality warranty system shall be adopted
for construction works projects. If any quality problem occurs, which falls within the scope of
quality warranty and the warranty period, the construction entity shall perform the warranty

obligation and be liable for the compensation of losses therefrom.

Pursuant to the Administrative Measures for Reporting Details Regarding Acceptance
Examination upon Completion of Buildings and Municipal Infrastructure (5 & &5 7 BUE AL
it TR %2 T B i i 22 45 B35 ) amended and implemented by the MOHURD on 19 October 2009,
the Provisions on Acceptance Examination upon Completion of Buildings and Municipal
Infrastructure (/75 /2 858 F0 M BUEE B it TR TERUGKE ) promulgated and implemented by the
MOHURD on 2 December 2013 and the Administrative Measures for Reporting Details Regarding
Acceptance Examination upon Completion of Buildings and Municipal Infrastructure of Hunan
Province (8174 & 7 & £ 54 F0 7 BUEE B 5% it TR 0% T BRI it 22 & P E i #75) promulgated on 23
December 2019 and implemented on 15 January 2020, upon the completion of a property
development project, the property developer shall organise construction completion acceptance

examination conducted by competent institutions, and within 15 days from the date on which the

- 131 -



REGULATORY OVERVIEW

acceptance examination of the project is passed, the property developer shall conduct filing with
the competent construction department of the people’s government at or above county level at the

place where the project is located.
CONSTRUCTION WORKS COMMENCEMENT PERMIT

According to the Administrative Measures for Construction Permits of Building Projects (&
SRR NE L FF I #HEL) promulgated by the MOHURD on 15 October 1999 and last amended
on 30 March 2021, for construction and decoration works in respect of various housing
construction and auxiliary facilities thereof, installation of circuits, pipelines and equipment, as
well as construction of infrastructural works for cities and towns, the construction enterprise shall
apply for construction permits from the competent department in accordance with the regulations
of the Administrative Measures for urban-rural development of housing of the local people’s
government at or above county level where the construction is located prior to the commencement

of works.

It is not necessary to apply for construction permits for construction works of investment
amount less than RMBO0.3 million or which the gross floor area is less than 300 sq.m. The
administrative authority in charge of housing and urban-rural development of the people’s
government of a province, autonomous region or municipality directly under the Central
Government may, in accordance with the specific circumstances prevailing in their respective
regions, readjust these limits and notify the department under the State Council responsible for
construction for its records. For any construction project for which the construction
commencement report has been approved in accordance with the authority and procedures
requirements as specified by the State Council, the construction enterprise concerned shall not be

required to apply for a construction permit.
CONSTRUCTION SAFETY

The Work Safety Law of the PRC (" #EA RILHNE %4 E L) which was issued on 29
June 2002, last amended on 10 June 2021 and came into effective on 1 September 2021, provides
that a production enterprise must meet the national standards or industry standards on work safety
and provide the required work conditions as set out in the relevant laws, administrative rules and
national or industry standards. An entity that cannot provide required work conditions shall not
engage in production activities. A production enterprise must present prominent warning signs at

relevant dangerous operation sites, facilities and equipment.
According to the Regulations on the Administration of Work Safety of Construction Projects

(R AR % 4 tE A PR 9]) issued on 24 November 2003 and came into effect on 1 February

2004, in the case of a project covered by a main contract, the main contractor will be liable for the
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general work safety of the construction site and assume joint and several liabilities for the
sub-contracted portions of the project together with the sub-contractors. In the case of a
construction work covered by a main contract, the accidental injury insurance premium shall be
paid by the main contractor. The period covered by the insurance policies should commence on the
start date of the construction project and terminate on the date of the inspection and acceptance

upon the completion of the project.
Work safety licences

Pursuant to the Work Safety Law of PRC ("3 AN RILAE %24 FE L), the Regulation on
the Administration of Work Safety of Construction Projects (&t TF2% 24 & HEH]), the
Regulation on the Work Safety Licenses (%24 & #F il @66 f4]) issued by the State Council on 13
January 2004 and last amended on 29 July 2014, and the Provisions on the Administration
Regulation on Work Safety License of Construction Enterprise (&t 1.1 3£ % 448 78 7 vl w6 &
HHLE) promulgated by the MOC on 5 July 2004, implemented on the same date and further
amended by the MOHURD on 22 January 2015, construction enterprises shall be subject to the
work safety licence system implemented by the PRC Government and apply for a work safety
licence (%424 #F Al #). The work safety licence shall be valid for three years. A construction
enterprise should apply for renewing the licence three months before its expiration. Before
undertaking any construction activity, a construction enterprise shall file an application to the
competent department of construction at or above the provincial level for obtaining a work safety
licence. Without work safety licences, construction enterprises shall not engage in construction
activities. The competent department of construction shall, when making examination and issuing a
construction licence, examine whether the construction enterprise has obtained a work safety
licence. If the enterprise fails to obtain a work safety licence, it shall not be issued a construction
licence. If a construction enterprise suffers any major safety accidents, its work safety licence will

be suspended temporarily and it shall make the rectification within a prescribed time.
Accident prevention

To ensure construction safety and prevent accidents, the Provisions on the Falling Substance
Accident Prevention of the Construction Projects (F:EE THETE B = bz B 75 FHHCE T E),
promulgated by the MOC on 17 April 2003 sets out strict rules on staff and equipment
requirements for height operation under a strict liability regime. Pursuant to the Provisions on
Collapse Prevention of Construction Projects (5 TF2 P H e THIE) promulgated by
the MOC on 17 April 2003, in order to prevent accidents and ensure construction safety, the
enterprise engaged in engineering construction, reconstruction, expansion and other activities is
required to formulate the construction plan, which should be strictly based on the geological

conditions, construction technologies, working conditions and the surrounding environment.
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Safety training and labour protection

Pursuant to the Labor Law of the PRC (W # A\ RILHEH 25H)7%), issued by the SCNPC on 5
July 1994 and amended and effective on 29 December 2018, an employer must establish a sound
labour safety and hygiene system and shall strictly implement state rules and standards of labour
safety and hygiene, conduct labour safety and hygiene education among its employees to prevent
accidents and reduce occupational hazards. An employee must strictly observe operational safety

procedures.

Pursuant to the Interim Measures of Construction Workers Using Personal Protective
Equipment (£ T B B A 55 8 Or 8 F 5 6 A 8 BB A7 8078 ), issued by the MOC and effective
on 5 November 2007, all construction workers must receive regular safety training and adhere to
the principle of training first, before carrying out their work. In addition, the use and management
of safety equipment in the construction site and the personal safety equipment for construction

workers are also strictly regulated.
Work safety accidents regulations

Pursuant to the Regulations on the Reporting, Investigation and Handling of Work Safety
Accidents (4= % 4 F5 MO R & R PR 7)), issued by the State Council on 9 April 2007 and
effective on 1 June 2007, work safety accidents that cause personal injuries or deaths or direct

economic losses shall be generally categorised as follows:

(i) particularly significant accidents shall refer to accidents that cause more than 30 deaths,
or serious injuries of more than 100 people (including acute industrial poisoning,

hereinafter the same), or direct economic losses of more than RMB100 million;

(i1) significant accidents shall refer to accidents that cause more than ten deaths but less
than 30 deaths, or serious injuries of more than 50 people but less than 100 people, or

direct economic losses of more than RMBS50 million but less than RMB100 million;

(iii) relatively significant accidents shall refer to accidents that cause more than three deaths
but less than ten deaths, or serious injuries of more than ten people but less than 50
people, or direct economic losses of more than RMB10 million but less than RMBS50

million; and

(iv) general accidents shall refer to accidents that cause less than three deaths, or serious

injuries of less than ten people, or direct economic losses of less than RMB10 million.
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PROJECT PRICING

The Provisional Regulations on Construction Project Management for Contracting Price (&%
TR T 8% 6 B K G E AR A B f T8 E), issued by the MOC on 5 January 1999, the Pricing
Management Approach of Contracting of Construction Projects (& T2 T35 (1 Bl R G 51HE &
FEHFE), issued by the MOHURD on 5 November 2001, amended on 11 December 2013 and
effective on 1 February 2014 and the Interim Measures for Settling Construction Price (& L2
E A E Y 1T HEE), issued by the Ministry of Finance and the MOC on 20 October 2004, set forth
the construction cost, pricing, valuation methods, the time of payment and dispute resolution

methods of the construction projects.
GOVERNMENT INVESTMENT REGULATION

Pursuant to the Government Investment Regulation (BUN#ZEMWA) issued by the State
Council on 14 April 2019 and effective on 1 July 2019, government investment projects shall be
fully funded in accordance with relevant regulations. It also stipulates that advance payment by

construction enterprise is not allowed in government investment projects.
PRIORITY OF COMPENSATION

According to the Civil Code of the PRC (3 A\ RILFNEY R H) promulgated by the NPC
on 28 May 2020 and became effective on 1 January 2021, where the property developer does not
make payments as agreed, the contractor may demand the property developer to make the said
payments within a reasonable period of time. Where the property developer has not made the said
payments within the said period of time, then except where it is not appropriate to conduct a sale
at a depreciated price or an auction due to the nature of the construction project, the contractor
may conclude an agreement with the developer to sell off the project, or may apply to the People’s
Court for the said project to be auctioned in accordance with the law. With respect to all monies
received in selling off or auctioning the said project, priority shall be given to using the monies to

make the relevant payments on the construction project.
INTELLECTUAL PROPERTY

According to the Patent Law of the PRC ("% A RILFIEHZF|%) promulgated by the
SCNPC on 12 March 1984 and last amended on 17 October 2020 and effective on 1 June 2021 and
the Detailed Rule for the Implementation of Patent Law (H#E A R 3N B 2 AL B it 41 Il )
promulgated by the State Council on 15 June 2001 and last amended on 9 January 2010, patent is
divided into three categories which include invention patent, utility model patent, and design

patent.
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Invention patent is intended to protect new technical solution for a product. The applicant for
invention patent must prove that the subject matter product possesses novelty, creativity and
practical applicability. The grant of invention patent is subject to disclosure and publication. The
patent administrative authority conducts a substantive review within three years from the date the

application is filed. The term of protection is 20 years from the date of application.

Utility model patent is intended to protect new technical solution in relation to a product’s
shape, structure or a combination thereof, which is fit for practical use. The utility model patent is
subject to the disclosure and publication upon application. The term of protection is 10 years from

the date of application.

Design patent is intended to protect new design of a product’s shape, pattern or combination
thereof as well as its combination with the colour and the shape or pattern of a product, which
creates an aesthetic feeling and is fit for industrial application. The term of protection is 10 years

from the date of application.
ANTI-UNFAIR COMPETITION LAW

The principal legal provisions governing market competition are set out in the Anti-unfair
Competition Law of the People’s Republic of China ({H ¥ A R ILANE] [ A IEE B Fi5)) (the
“Anti-Unfair Competition Law of the PRC”), which was promulgated by the SCNPC on 2
September 1993 and then amended respectively on 4 November 2017 and 23 April 2019. The
Anti-Unfair Competition Law of the PRC provides that business operators shall not perform any of
the following acts enabling people to mistake its goods for those of someone else or speculate that

there are certain relations between the aforesaid goods:

. using of marks identical or similar to the names, packaging or decorations of the goods

of someone else without proper authorisation, which are influential to some extent;
. using the names (including any shortened name, business name, pen name, stage name,
translated name, etc., if applicable) of some other enterprises, social groups or

individuals without proper authorisation, who are influential to some extent;

. using the main part of the domain name, website name or webpage without proper

authorisation, which are influential to some extent; or

. other confusing acts sufficient for enabling people to mistake its goods for those of

someone else or reckon that there are certain relations between the aforesaid goods.
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Violations of the Anti-Unfair Competition Law of the PRC may result in the imposition of
fines and, in serious cases, the revocation of business licenses, as well as the incurrence of

criminal liability.
REGULATIONS RELATING TO ENVIRONMENTAL PROTECTION

In accordance with the Environmental Protection Law of the PRC (" #E A & A1 5 3R 35 Ff 78
%) promulgated on 26 December 1989 and last amended on 24 April 2014 by the SCNPC, the
Law on the Prevention and Control of Water Pollution (7% A R ILFIE K5 3B iRTE)
promulgated on 11 May 1984 and last amended on 27 June 2017 by the SCNPC, the Law on the
Prevention and Control of Air Pollution ('# A\ RILFNE KI5 44FiiA15) promulgated on 5
September 1987 and last amended on 26 October 2018 by the SCNPC, the Law on the Prevention
and Control of Solid Waste Pollution (H % A & AN 5 [ 88 BE ) 15 Y BR BE B i67%%) promulgated on
30 October 1995 and last amended on 29 April 2020 by the SCNPC, and the Law on the
Prevention and Control of Environmental Noise Pollution (*%)\%%*ﬂ%ﬁ”ﬁ%ﬁ%@féﬁi)
promulgated by the SCNPC on 29 October 1996 and amended on 29 December 2018, the
construction of any project that causes pollution shall adopt measures to prevent and control
pollution and damage to environment caused by waste gas, waste water, waste residue, medical
wastes, dust, malodorous gases, radioactive substances, noise, vibration, optical radiation,
electromagnetic radiation, and other substances generated during construction. Different penalties
may be imposed for violation of above laws depending on individual circumstances and the extent
of contamination. Such penalties may include warnings, fines, orders to stop production or close
down, specifically, non-compliance with the Law on the Prevention and Control of Air Pollution
(N R ILFN B K 505 J4 B i75) by a company could cause the company be liable to a fine of
RMB100,000 to RMB1,000,000 upon conviction, non-compliance with the Law on the Prevention
and Control of Environmental Noise Pollution (H#E A RILANE IR 5 I M55 by a
company could result in a fine for both the company and the person-in-charge, non-compliance
with the Law on the Prevention and Control of Water Pollution (1% A LN B 7K {5 4L B 16 H) by
a company could cause the company be subject to a fine of RMB20,000 to RMB200,000 upon
conviction, and non-compliance with the Law on the Prevention and Control of Solid Waste
Pollution (3 A R IL AN [ #8 BE ) 5 L BR B B 1R ¥5) by a company may result in a fine of
RMB50,000 to RMB1,000,000 upon conviction.

Pursuant to the Environmental Impact Assessment Law of the PRC (73 A [ 3t [ Bz 55
ZEEE L) promulgated by the SCNPC on 28 October 2002 and last amended on 29 December
2018, the Administrative Regulations on Environmental Protection for Development Projects (& #%
THH RIS RS B 7)) promulgated by the State Council on 29 November 1998 and last
amended on 16 July 2017, and Category-based Management Directory on the Environmental
Impact Assessment for Construction Projects (% H H BRI5 5 2 51AE 43 B8 # 4% %) promulgated

by the Ministry of Environmental Protection on 2 September 2008 and last amended on 30
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November 2020, depending on the impact of the project on the environment, either an
environmental impact study report, an environmental impact analysis table or an environmental
impact registration form shall be submitted by a property developer before the relevant authorities
granting approval for the commencement of construction projects. The project construction shall
not proceed in case its environmental impact assessment documents fail to pass the review of the
competent authority in accordance with the laws and regulations or which are disapproved after
review. The property developer commencing the construction without preparing the required
environmental impact assessment documents or without obtaining the approval of the relevant
government authorities could be subject to a fine ranging from 1% to 5% of the overall investment
amount for such construction project depending on the materiality and consequences of such

violations, and it may be ordered to restore the construction site to its original state.

Pursuant to the Environmental Protection Tax Law of the People’s Republic of China (913 A
I AN B B B AL B %) issued by the SCNPC on 26 October, 2018 and became effective on the
same date, enterprises, entities and other production operators that discharge taxable pollutants
directly to the environment within the territorial areas of the PRC and other sea areas under the
jurisdiction of the PRC are the taxpayers of the environmental protection tax and should pay
environmental protection tax based on the requirements of the law. Pursuant to Article 62 of the
Law of Administration of Tax Collection of the PRC, where, within the prescribed time limit, a
taxpayer fails to go through the formalities for tax declaration and submit information on tax
payment or a withholding agent fails to submit to the tax authorities statements on taxes withheld
and remitted or collected and remitted and other relevant information, he or she shall be ordered
by the tax authorities to rectify within a time limit and may be liable for a fine not more than
RMB2,000; and if the circumstances are deemed serious, he or she may be liable for a fine not less
than RMB2,000 but not more than RMB10,000.

TAXES
Enterprise income tax

Pursuant to the Enterprises Income Tax Law of the PRC (e N RILF B A SE T 1581 (the
“EIT Law”) which was promulgated by the National People’s Congress on 16 March 2007 and last
amended on 29 December 2018, and the Regulation on the Implementation of the Enterprise
Income Tax Law of the PRC (13 A [ [ 1> 3£ Fir 15 B0 1 B i % 1) which was promulgated by
the State Council on 6 December 2007 with effect from 1 January 2008, and was last amended on
23 April 2019 with effect from the same date, a uniform income tax rate of 25% applies to all
resident enterprises and non-resident enterprises that have set up institutions or sites in the PRC to
the extent that such incomes are derived from their set-up institutions or sites in the PRC, or such
incomes are obtained outside the PRC but have an actual connection with the set-up institutions or

sites. Furthermore, resident enterprises, which refer to enterprises that are set up in accordance
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with the PRC law, or that are set up in accordance with the law of the foreign country (region) but
with its actual administration institution in the PRC, shall pay enterprise income tax originating
both within and outside the PRC. While non-resident enterprises that have set up institutions or
premises in the PRC shall pay enterprise income tax in relation to the income originating from the
PRC and obtained by their institutions or establishments, as well as the income incurred outside
the PRC but with an actual relationship with the institutions or establishments set up by such
enterprises. Where non-resident enterprises that have not set up institutions or establishments in
the PRC, or where institutions or establishments are set up in the PRC but there is no actual
relationship with the income obtained by the institutions or establishments set up by such
enterprises, they shall only pay enterprise income tax in relation to the income originating from
the PRC.

The Administrative Measures for Determination of High-tech Enterprises (/= #74% fi {2582
EHLHEL) issued by the Ministry of Science and Technology, the MOF and the SAT on 29 January
2016 and became effective on 1 January 2016, the High-tech Technology Areas Entitled to the Key
Support of the State (%5 B 2R = Hili4HE) issued by the Ministry of Science and
Technology on 5 February 2016 and became effective on the same date and the EIT Law set out

the sort of enterprises that are capable of enjoying tax reduction.

Pursuant to the Circular of the State Administration of Taxation on the Issues Concerning
Implementation of the Preferential Income Tax Policy for New High-Tech Enterprises (%8 44
e TR 7 Bt v T 5 O A 3 T A5 B4 B BOR A B PR A 24 ) issued on 19 June 2017, the enterprise
income tax rate of new high-tech enterprises requiring national major support should be reduced to
15%. The new high-tech areas with national major support, the administrative measures for the
accreditation of new high-tech enterprises and the enterprise income tax law provide for the

business types entitled to tax reduction.
Withholding income tax

In addition, pursuant to the Arrangement between Mainland China and Hong Kong for the
Avoidance of Double Taxation and Prevention of Fiscal Evasion with respect to Taxes on Income
(VA b 7R 7 s AR L A IR L 8 7 36 oy 45 2k o, 8 i 080 A 7 1 £ I B 2 BF) signed on 19 July 20109,
which was effective on 6 December 2019 and newly applicable to income derived in any year of
assessment commencing on or after 1 January 2020 in Mainland China and to any year
commencing on or after 1 April 2020 in Hong Kong, a company incorporated in Hong Kong will
be subject to withholding income tax at a rate of 5% on dividends it receives from its PRC
subsidiaries if it holds 25% or more of equity interest in each of such PRC subsidiary at the time

of the distribution, or a rate of 10% if it holds less than 25% equity interest in that subsidiary.
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According to the Measures for the Administration of Non-Resident Taxpayers’ Enjoyment of
the Treatment under Agreements (FF it B AABE N 532 1 € 1548 & #L#%) promulgated by the SAT
on 14 October 2019 and became effective on 1 January 2020, the withholding tax rate of 5% does
not automatically apply. To enjoy the treatment of tax treaties on the dividend clause of the tax

treaty, an enterprise shall apply to the local competent tax authorities for approval.
VAT

Pursuant to the Provisional Regulations of the PRC on Value-added Tax (973 A [ 5 1%
{HAE 1715 51]) promulgated by the State Council on 13 December 1993 and last amended on 19
November 2017 and the Detailed Rules for the Implementation of the Provisional Regulations of
the PRC on Value-added Taxes ("1 A [ A B 3% (E BB AT 49 B 48 ) promulgated by the
Ministry of Finance on 25 December 1993, and last amended on 28 October 2011, all enterprises
and individuals engaged in the sale of goods, the provision of processing, repair and replacement
services, and the importation of goods within the territory of the PRC shall pay VAT in accordance
with the nature of the sold and imported goods or labour service. The amount of tax payable shall

be calculated based on the output tax for current period minus current input tax.

The Notice of the Ministry of Finance and the State Administration of Taxation on Overall
Implementation of the Pilot Program of Replacing Business Tax with Value-added Tax (}fE{HE -
B0 5% B 5 A ey T i 4 T 4 Bl 7 SE B OB (E B il B W AE AT) (the “Circular 36”), promulgated on
23 March 2016 and last amended on 20 March 2019, provides that upon approval by the State
Council, the pilot programme of the collection of VAT in lieu of business tax shall be implemented
nationwide with effect from 1 May 2016 and all business tax payers in the construction industry,
property industry, finance industry and consumer service industry, etc. shall be included in the
scope of the pilot programme and pay VAT in lieu of business tax. According to Circular 36 and
the Interim Regulation of PRC on Value Added Tax (e A E AN B 458 (E B 170 0)
promulgated by the State Council on 13 December 1993 and last revised on 19 November 2017,
the VAT rate to be imposed on construction services shall be 11%. According to the Notice of the
Ministry of Finance and the SAT on Adjusting Value-added Tax Rates (JAELHS ~ BiHs 485 B A o
BIGEBIBL A A) promulgated on 4 April 2018, the tax rate of 11% applicable to any
taxpayer’s VAT taxable construction services shall be adjusted to 10%. According to the
Announcement of the Ministry of Finance, the SAT and the General Administration of Customs on
Relevant Policies for Deepening the Value-Added Tax Reform (JELHS ~ BIHSAE R ~ 15 B 485 B b
GRAL YE(E B ol 8 A B BUR 9 A7) promulgated on 20 March 2019 and came into effect on 1 April
2019, the tax rate of 10.0% applicable to any taxpayer’s VAT taxable construction services shall be
adjusted to 9.0%.
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LABOUR PROTECTION AND SOCIAL SECURITY

On 5 July 1994, the SCNPC promulgated The Labor Law of the PRC ("% A &A1 5 45 #)
%), which was implemented since 1 January 1995 and last amended on 29 December 2018. On 29
June 2007, the SCNPC promulgated Labor Contract Law of the PRC (H#E A A1 E 45 8) & [7]
%), which was implemented since 1 January 2008 and last amended on 28 December 2012. In
addition, the State Council promulgated the Implementation Regulations on Labor Contract Law of
the PRC ("3 N RILFIE S5 8) & FREE M H]) on 18 September 2008. Pursuant to the
above-mentioned laws and regulations when an employer hires an employee, it should sign a
written labour contract with the employee and the employees’ salary must not be lower than the

local minimum wage.

As required under the Regulations of Insurance for Labor Injury (LR %45) promulgated
by the State Council on 27 April 2003 and last amended on 20 December 2010, the Provisional
Measures for Maternity Insurance of Employees of Enterprises ({2 T4 & PRER AT HEE)
issued on 14 December 1994 by the Ministry of Labor (the predecessor of the Ministry of Human
Resources and Social Security of the PRC), the Decisions on the Establishment of a Unified
Program for Old-Aged Pension Insurance of Employees of Enterprises (B i 7 45— {20k T
FEARFE LR H B PLE) issued by the State Council on 16 July 1997, the Decisions on the
Establishment of the Basic Medical Insurance Program for Urban Workers (P 37 Ik S5 T3 A
EEREORBR I PR ) issued by the State Council on 14 December 1998, the Unemployment
Insurance Measures (K ZERBEFHI) issued by the State Council on 22 January 1999, the Social
Insurance Law of the PRC (3 A RALFIE 41 & fRFR1%) issued by the SCNPC on 28 October
2010 and last amended on 29 December 2018, the Provisional regulations for the Collection and
Payment of Social Insurance Premiums (#1& fRBxE AL 1THA]) promulgated by the State
Council on 22 January 1999 and amended on 24 March 2019, and the Provisions for
Implementation of the Social Insurance Law of the PRC (E[Jifi (*F#E A R ILFN B 4L & PR BRI 25 T
#i7E) issued on 29 June 2011 and effective on 1 July 2011, enterprises are obliged to provide their
employees in the PRC with welfare schemes covering pension insurance, unemployment insurance,
maternity insurance, labour injury insurance and medical insurance. If an enterprise fails to pay the
required premiums on time or in full, the authorities in charge will demand the enterprise to settle
the overdue amount within a stipulated time period and impose a 0.05% overdue fee. If the
overdue amount is still not settled within the stipulated time period, a fine in an amount of one to

three times of the overdue amount will be imposed.

According to the Regulations concerning the Administration of Housing Provident Fund (f
5 NP 4 B 9]) promulgated by the State Council on 3 April 1999 and last amended on 24
March 2019, enterprises must register with the competent managing centre for housing provident
funds and, upon the examination by such managing centre of housing provident fund, complete

procedures for opening an account at the relevant bank for the deposit of employees’ housing
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provident funds. Employers are required to contribute, on behalf of their employees, to housing
provident funds. The contribution rates to housing provident fund for both employees and
employers shall not be less than five percent of the average monthly salary of an individual
employee in the previous year. Where an employer fails to make deposit registration of the
housing provident fund or failing to open a housing accumulation fund account for its employees,
it shall be ordered by the competent managing centre for housing provident funds to make up the
procedures within a stipulated time; if it fails to make up the procedures within the stipulated time,
it shall be given a fine of RMB10,000 to RMB50,000. Where an employer fails to contribute or
underpays the housing funds it may be fined and ordered to make the contribution within a
stipulated time limit. Where the contribution has not been made after the expiration of the time

limit, an application may be made to the people’s court for compulsory enforcement.

Pursuant to the Notice of the Ministry of Labor on the Implementation of the Labor Contract
System (55 Bl BB Y B AT 55 8 A [ il B 25 T [ AE A9 48 A1), issued and effective on 31 October 1996,
if retirees who have enjoyed pension benefits are rehired, the employers should conclude a written
agreement with them. Such agreement should include the clear content of the job, compensation,

medical care, labour protection treatment, other rights and obligations.
DEMERGER

According to the PRC Company Law promulgated by the SCNPC on 29 December 1993 and
last amended on 26 October 2018, a company could be demerged into several companies. In the
event of a demerger, the company shall hold a shareholders’ meeting, prepare a balance sheet and a
list of assets. The shareholders’ resolution on demerger shall be passed by shareholders holding
two-thirds or more of the voting rights. The company shall notify its creditors within 10 days and
publish an announcement on a newspaper within 30 days from the date of the shareholders’

resolution on demerger.

Pursuant to the Opinions of State Administration for Industry and Commerce on Proper
Handling of Registration of Merger and Demerger of Companies to Support Enterprises’ Merger
and Restructuring (BT 28 A6 DF 0 S8R0 SCRe b 36 I AR L) promulgated by  the
former SAIC on 28 November 2011, a company may choose to demerge into two or more new
companies with the original company staying, or two or more new companies with the original
company being dissolved. Appraisal of the value of assets is not required for a demerger under the
PRC laws.
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REGULATIONS RELATING TO FOREIGN INVESTMENT

The establishment, operation and management of corporate entities in PRC is governed by the
PRC Company Law. A foreign-invested company is also subject to the PRC Company Law unless

otherwise provided by the foreign investment laws.

Pursuant to the Special Administrative Measures for Access of Foreign Investment (Negative
List) (2021 Edition) (&M & A e Al 5 BEAE il (B 75 5 (20214 X)) was promulgated by the
MOFCOM and the NDRC on 27 December 2021 and became effective on 1 January 2022, our
Group’s current business which involves construction contracting does not fall within the scope of
the Negative List.

Pursuant to the Interim Provisions on Investment by Foreign-invested Enterprises in the PRC
(BRI E R ER N ENEITHE) promulgated on 25 July 2000, implemented on 1
September 2000 and last amended and implemented on 28 October 2015, foreign-invested
enterprises can invest in the encouraged and permitted industries but are not allowed to invest in

the prohibited industries.

Pursuant to the Foreign Investment Law of the PRC (*F#EARILFIEIPpGHE L) (the
“Foreign Investment Law”) promulgated by the SCNPC on 15 March 2019, effective as at 1
January 2020, the Law of the PRC on Wholly Foreign-owned Enterprises ("% A &A1 B 4b & A
37%), the Law of the PRC on Sino-foreign Equity Joint Ventures (H'#E A RILFIEH 45 &8
1>2£1%) and the Law of the PRC on Sino-foreign Contractual Joint Ventures (9 & A &30 B H 4h
EIERE 2E15) have been repealed on 1 January 2020. The investment activities of foreign
individuals, enterprises or other organisations (hereinafter referred to as foreign investors) directly
or indirectly within the territory of the PRC shall comply with and be governed by the Foreign
Investment Law. According to the Foreign Investment Law, the State Council shall implement the
management systems of pre-establishment national treatment and negative list for foreign

investment, and shall give national treatment to foreign investment beyond the negative list.

In Accordance with the M&A Rules promulgated by the MOFCOM on 8 August 2006 and
amended on 22 June 2009, a foreign investor is required to abide by the M&A Rules when he/she
(1) establishes a foreign-funded enterprise either by acquiring equity in a domestic non-foreign
invested enterprise, or subscribing for new equity in a domestic enterprise via an increase of
registered capital; or (ii) establishes a foreign-invested enterprise which purchases and operates the
assets of a domestic enterprise, or which purchases the assets of a domestic enterprise and injects
those assets to establish a foreign-invested enterprise. Approval from the MOFCOM is required if
a domestic company or enterprise, or a domestic natural person, through an overseas company
established or controlled by it/him, acquires a domestic company which is related to or connected
with it/him.
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FOREIGN CURRENCY EXCHANGE

The principal regulations governing foreign currency exchange in China are the Foreign
Exchange Administrative Regulations (ZMEEHHAH]) (the “SAFE Regulations”) which was
promulgated by the State Council on 29 January 1996 and last amended on 5 August 2008. Under
the SAFE Regulations, RMB is generally freely convertible for current account items, including
the distribution of dividends, trade and service related foreign exchange transactions, but not for
capital account items, such as direct investment, loan, repatriation of investment and investment in
securities outside the PRC, unless the prior approval of the State Administration of Foreign
Exchange (the “SAFE”) is obtained.

In accordance with SAFE Circular No. 13 promulgated on 13 February 2015 and amended on
30 December 2019, the foreign exchange registration under domestic direct investment and the
foreign exchange registration under overseas direct investment are directly reviewed and handled
by banks in accordance with the SAFE Circular No. 13, while the SAFE and its branches shall
perform indirect regulation over the direct investment-related foreign exchange registration via
banks.

Pursuant to the Notice of the State Administration of Foreign Exchange on Reforming the
Mode of Management of Settlement of Foreign Exchange Capital of Foreign-Funded Enterprises
(120 5 471 WEE 657 Ly [ w3 A1 7o 50 A SE A T A 4 45 E A 11 7 X 8 %) promulgated  on 30
March 2015, foreign-invested enterprises could settle their foreign exchange capital on a
discretionary basis according to the actual needs of their business operation. The capital of a
foreign-invested enterprise and the RMB funds obtained from the exchange settlement thereof shall
not be used for the following purposes: (i) for expenditures, directly or indirectly, beyond the
enterprises business scope or those prohibited by the laws and regulations of the PRC; (ii) for
investment, directly or indirectly, in securities, unless otherwise provided by laws and regulations;
(ii1) for the issuance, directly or indirectly, of entrusted RMB loans (excluding those that are
permitted within the business scope), repayment of inter-company loans (including advances by
third parties) and the repayment of RMB loans from banks relent to third parties; (iv) for the
payment of relevant fees to the purchase of real estate property not for own use, except for

foreign-invested real estate enterprises.

Pursuant to the Notice of the State Administration of Foreign Exchange on Policies for
Reforming and Regulating the Control over Foreign Exchange Settlement under the Capital
Account ([ 5 I PR S B A0 R B o AR TH H 45 MR FLIEOR 148 A1) issued and  became
effective on 9 June 2016, discretionary settlement of foreign exchange receipts under the capital
account means that domestic institutions may settle their foreign exchange receipts under the
capital account (including foreign exchange capital, foreign debts and repatriated funds raised

through overseas listing) with banks as actually needed for business operation.
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According to the SAFE Circular No. 37 promulgated on 4 July 2014, before contributing
capital to a special-purpose company with its legal assets or interests within or outside the PRC, a
domestic resident shall apply to the foreign exchange authority for undergoing the foreign
exchange registration procedure for foreign investment. “Special-purpose company” means an
overseas enterprise directly formed or indirectly controlled for investment or financing purposes
by a domestic resident (domestic institution or domestic resident individual) with the assets or
interests it legally holds in a domestic enterprise, or with the overseas assets and interests it
legally holds. A foreign-funded enterprise formed by way of round-tripping investment shall
undergo the relevant foreign exchange registration procedure in accordance with the current
provisions on foreign exchange administration of foreign direct investment. “Round-tripping
investments” means the direct investments made in the PRC by domestic residents directly or
indirectly through special-purpose companies, namely, the behaviour of establishing foreign-funded
enterprises or projects in the PRC by formation, acquisition, merger, or any other means, and

acquiring interests, such as ownership, control, or operating right, in them.

Pursuant to the Circular on Printing and Distributing the Provisions on Foreign Exchange
Administration over Domestic Direct Investment by Foreign Investors and the Supporting
Documents (Bt E1 88 (OB 450 5 55 A 5 445 G A A IR ) B SCAF I BLAE ) promulgated
by the SAFE on 10 May 2013 and last amended on 30 December 2019, the administration by
SAFE or its local branches over direct investment by foreign investors in the PRC shall be
conducted by way of registration and banks shall process foreign exchange business relating to the
direct investment in the PRC based on the registration information provided by SAFE and its

branches.
REGULATIONS RELATING TO OVERSEAS LISTING

On 17 February 2023, the CSRC formally released the Trial Administrative Measures of
Overseas Securities Offering and Listing by Domestic Companies 3% N AEESE/MNEITRES A L
EIEATHFE) (the “Trial Overseas Listing Measures”) and five filing guidelines, which are
expected to take effect on 31 March 2023. The Trial Overseas Listing Measures will regulate both
direct and indirect overseas offerings and listings of securities by PRC domestic companies by

adopting a filing-based regulatory regime.

Pursuant to the Trial Overseas Listing Measures, if the issuer both meets the following
criteria, the overseas securities offering and listing conducted by such issuer will be deemed as
indirect overseas offering by PRC domestic companies: (i) 50% or more of any of the issuer’s
operating revenue, total profit, total assets or net assets as documented in its audited consolidated
financial statements for the most recent accounting year is accounted for by domestic companies;
(ii) the main part of the issuer’s business activities are conducted in the PRC, or its origin of

business are mainly located in the PRC, or the majority of the issuer’s senior management in
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charge of the management of business operations are PRC citizens or have their usual place(s) of
residence located in the PRC. Where an issuer submits an application for initial public offering for
overseas offering or listing directly or indirectly, such issuer must file with the CSRC within three
business days after such application is submitted overseas. The Overseas Listing Trial Measures
also requires subsequent reports to be filed with the CSRC on material events, such as change of
control or voluntary or forced delisting of the issuer(s) who have completed overseas offerings and

listings.

On 17 February 2023, the CSRC also held a press conference for the release of the Trial
Overseas Listing Measures and issued the Notice on Administration for the Filing of Overseas
Offering and Listing by Domestic Companies (A 5% N A£G /MEEAT b i 2 B B PR A8 ),
which, among others, clarifies that (1) the domestic companies that have already been listed
overseas on or before the effective date of the Trial Overseas Listing Measures (i.e. 31 March
2023) shall be deemed as existing applicants (ff&E1>3) (the “Existing Applicants”). Existing
applicants are not required to complete the filing procedures immediately, and they shall be
required to file with the CSRC when subsequent matters such as refinancing are involved; (2) a
six-month transition period will be granted to domestic companies which, prior to the effective
date of the Trial Overseas Listing Measures, have already obtained the approval from overseas
regulatory authorities or stock exchanges (such as pass of hearing for listing in Hong Kong or the
effectiveness of registration statement for listing in the U.S.), but have not completed the indirect
overseas listing; if such domestic companies complete their overseas offering and listing within
such six-month period (i.e., on or prior to 30 September 2023), they will be deemed as Existing
Applicants. Within such six-month transition period, however, if such domestic companies need to
reapply for offering and listing procedures to the overseas regulatory authority or securities
exchanges (such as being required to go through a new hearing procedure in Hong Kong), or if
they fail to complete their indirect overseas issuance and listing, such domestic companies shall
complete the filing procedures with the CSRC within 3 business days after submitting valid
applications for overseas offering and listing; (3) for applicants who have received approval from
the CSRC for a direct overseas listing, they may continue to pursue the overseas listing during the
validity period of the approval. Those who have not completed the overseas issuance and listing
upon the expiry of the approval period should file the application as required; and (4) for the
overseas listing of companies with contractual arrangements (VIE structure), the CSRC will solicit
opinions from relevant regulatory authorities and complete the filing of the overseas listing of
companies with these domestic companies which duly meet their compliance requirements, and

support their development and growth by enabling them to utilise both markets and their resources.
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The Trial Overseas Listing Measures provide that, an overseas offering and listing is
prohibited under any of the following circumstances: if (i) such securities offering and listing is
explicitly prohibited by provisions in laws, administrative regulations and relevant state rules; (ii)
the intended securities offering and listing may endanger national security as reviewed and
determined by competent authorities under the State Council in accordance with law; (iii) the
domestic company intending to make the securities offering and listing, or its controlling
shareholder(s) and the actual controller, have committed crimes such as corruption, bribery,
embezzlement, misappropriation of property or undermining the order of the socialist market
economy during the last three years; (iv) the domestic company intending to make the securities
offering and listing suspected of committing crimes or major violations of laws and regulations,
and is under investigation according to law, and no conclusion has yet been made thereof; or (v)
there are material ownership disputes over equity held by the domestic company’s controlling
shareholder(s) or by other shareholder(s) that are controlled by the controlling shareholder(s)

and/or actual controller.

Based on the above and the current expected timetable of the Global Offering that the Listing
will take place before the effective date of the Trial Overseas Listing Measures, our PRC Legal
Advisers are of the view that we do not need to perform the record-filing procedures for the
Global Offering and the Listing.
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HISTORY AND DEVELOPMENT OF OUR GROUP

We are a general contracting construction group in Hunan Province with over 40 years of
operating history. According to the F&S Report, we (i) were one of the top ten non-state owned
construction enterprises in terms of construction revenue in 2021 among 3,438 non-state owned
construction enterprises in Hunan Province with a market share of approximately 0.2% in 2021;
and (ii) ranked the fifth among 302 non-state owned construction enterprise with first grade
general contractor qualification in Hunan Province in terms of construction revenue in 2021, with
a market share of approximately 0.4% in 2021. In 2021, Hunan Province accounts for

approximately 4.5% of the market size of construction industry in the PRC.

Our principal operating subsidiary, Zhongtian Construction, was initially established as a
collectively-owned enterprise (SEREr A Hil&%) in 1979 by the Zhuzhou Revolutionary
Committee* (BRI T ¥ Zs B &) (later known as the People’s Government of Zhuzhou (F&¥H i A
FLEUfT)). Since Zhongtian Construction was converted into a limited liability company in April
2004, a number of employees (including directors and senior management members) and
ex-employees of Zhongtian Construction have become its ultimate shareholders. According to the
F&S Report, it is common for companies converted from collectively-owned enterprises to limited
liability companies to have a large number of employees (including directors and members of

senior management) and ex-employees as their shareholders.

Throughout the years, our Group has expanded our business in the PRC market strategically
and established 24 branch offices as at the Latest Practicable Date, which are located in Hunan,
Hainan, Hubei, Guangdong and Fujian Provinces. To cope with our business expansion and to
capture business opportunities, Kaida Apparatus was established in April 2004 to engage in
installation of construction lifting facilities, renovation works and rental of construction
machinery, pipe racks and fasteners, while Zhongtian Building was established in March 2006 to
engage in subcontracting of construction projects. To tap the capital market, from May 2017 to
January 2019, the shares of Zhongtian Construction had been quoted on the NEEQ.

Zhongtian Construction was first accredited as a High and New Technology Enterprise (=i
i1 {2£) by the Hunan Provincial Science and Technology Department (I & B2 57 1l BE), the
Department of Finance of Hunan Province (i#iFg & WA E{EE) and the Hunan Provincial Tax Service
of the State Taxation Administration (B Z i1 )51 & BiH5 %) in October 2018.

— 148 -



HISTORY, DEVELOPMENT AND REORGANISATION

The key milestones in our Group’s development to date are set out below:

Year Event

1979 . Zhongtian Construction (which was known as Zhuzhou Residential Construction
Company* (HRI T EEHZE /A F]) as at its establishment) was established as a
collectively-owned enterprise (483 i A #il{>2%) in the PRC engaging in
construction contracting business.

1996 . Zhongtian Construction obtained first-grade qualification in industrial and civil
building construction enterprise (L35 [ #58 THE il L5 M A EE B issued
by MOHURD.

2002 . Zhongtian Construction obtained first-grade qualification in housing building
construction general contracting (5 /& #5 TH il TAK B ZHEHE) issued by
MOHURD.

2004 . Zhongtian Construction was converted into a limited liability company.

2005 +  Diamond Industrial Park (31 T.2£[&) located in Zhuzhou, a construction project

undertaken by our Group, was awarded the 2005 National Quality Project Silver
Award (20054F 1 R (B H TR SRE 5E).

2011 . Zhongtian Construction obtained first-grade qualification in municipal and public
construction general contracting (T E/AH LRl CA RS K), first-grade
qualification in steel structure construction specialised contracting (8% H§ T.F£ 2
¥RWF ), first-grade qualification in foundation construction specialised
contracting (M EEELELfE TFEHZERK M5 M) and first-grade qualification in
building renovation and decoration specialised contracting (Z5E H: A& 4 fifi TF2H
¥R E ) issued by MOHURD.

2016 . Zhongtian Construction merged with Zhuzhou Hengji Asset Management Co.,
Ltd* (BRUNE B & &S P A R BT A ) (“Hengji Asset Management”).

2017 . The shares of Zhongtian Construction became quoted on the NEEQ.

. Our Group began to cooperate with Hunan Design Institute and Hangxiao
Technology to develop prefabricated steel structure building system for
residential properties under the EPC model.

2018 . Zhongtian Construction was first accredited as a High and New Technology
Enterprise (= #7#%1l1{>3%) by the Hunan Provincial Science and Technology
Department (I 7 & £H2: 57 i1 5E), the Department of Finance of Hunan Province
(5 & B IEUEE) and the Hunan Provincial Tax Service of the State Taxation
Administration (B Z B )51/ & B )5).
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2019

2021

Our Group continued to devote our R&D on technology of building construction,
municipal engineering and green buildings.

Zhongtian Construction completed, as the general contractor, the Langting
Lanjiang Main Structure® (BI%E « B V1) project in FY2021, which was recognised
by the Zhuzhou Association of Construction Industry (Fk¥ T 5E3E &) as the
tallest construction-in-progress building in Zhuzhou in April 2020 and would
become the tallest building in Zhuzhou upon completion.

Our Zhongtian Lutai* (' X « ) project was designated by the HHURD as the
first batch of green construction pilot projects in Hunan Province

Our Zhongtian Hangxiao Steel Structure Prefabricated Building Base Phase I
Construction and R&D Building* (HF KA 6 1 2 fic Qa5 3 o (— 399) TR A
ilf##) was awarded the Gold Award for Steel Structure in Hunan Province* (il Fd
HH45HE4:4%) by the Hunan Steel Structure Green Construction Industry
Association® (5 R 5 8 &5 W 4k (0 @ 54T 2E h )

OUR PRINCIPAL SUBSIDIARIES

Zhongtian Construction

On 1 March 1979, Zhongtian Construction was established in the PRC as collectively-owned

enterprise (284 U1 A fil{22£) in the name of Zhuzhou Residential Construction Company* (BT
FEH#E/AT]) to engage in construction contracting business. In April 2004, Zhongtian

Construction was converted into a limited liability company and renamed as Hunan Zhongtian
Construction Company Limited* (55 H K@i A BRA F]), with a registered capital of RMB50.1
million. Upon completion of the conversion into a limited liability company, Zhongtian

Construction was owned by the following equity holders as follows:

Approximate
Capital percentage of
Name of equity holders contribution equity interest
RMB
Employees Shareholding Group of Zhongtian Construction®* (1] F # K & 5%
PR AR TFF B €) (later known as Hunan Zhongtian Construction
Group Employee’s Union Committee* (il " R s L H A R AR Lg
Z B ) (the “Employee’s Union Committee™)). . . .. ... ......... 48,455,700 96.72%
Mr. Yang (chairman of our Board). . . . .. ... ... ... ... ... ... ... 212,338 0.42%
Mr. Xu Zhongguang (#i5%) (director of Jicai Trading and Hangxiao
MaterialS) . . . . . . 124,008 0.25%
Ten individuals who are Independent Third Parties including our employees
and ex-employees. . . . . . ... 1,307,954 2.61%
Total. . . . . .. 50,100,000 100.00%
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On 15 December 2010, Zhongtian Holdings acquired 60.00% in aggregate of the equity
interest in Zhongtian Construction from the Employee’s Union Committee, Mr. Yang, Mr. Xu
Zhongguang and 11 individuals who are Independent Third Parties including our employees and

ex-employees, at a total consideration of approximately RMB30.1 million.

Subsequent to a number of capital increases and equity transfers between March 2011 and
December 2015, the registered capital of Zhongtian Construction was increased to RMB110.0
million. As at 3 December 2015, Zhongtian Construction was owned as to approximately 74.12%
by Zhongtian Holdings, 11.00% by the Employee’s Union Committee, 6.79% in aggregate by nine
individuals who are directors or senior management members of our Group or their associates and
8.09% in aggregate by 14 individuals who are Independent Third Parties including our employees

and ex-employees.

On 29 November 2015, members of the Employee’s Union Committee resolved to establish
Zhongtian Weijing, Zhongtian Weiyi and Zhongtian Gongying out of the capital contribution in
Zhongtian Construction held by the Employee’s Union Committee. Such capital contribution was
registered by Zhuzhou AIC on 29 December 2015. Upon completion of such capital increase,
Zhongtian Weijing, Zhongtian Weiyi and Zhongtian Gongying owned approximately 3.98%, 3.93%

and 3.10% of the equity interest in Zhongtian Construction, respectively.

Pursuant to a merger agreement dated 20 January 2016, Zhongtian Construction merged with
Hengji Asset Management. Before the said merger, Hengji Asset Management was owned as to
approximately 85.77% by Zhongtian Holdings, 2.80% by Ms. Gan Yinghua (HBLZE) (spouse of
Mr. Yang), 0.34% by Ms. Yang Zhonghua (#"' %) (spouse of Mr. Chen and sister of Mr. Yang)
and 11.09% in aggregate by 15 Independent Third Parties. At the material times, Hengji Asset
Management engaged in property leasing. After the said merger, the registered capital of Zhongtian
Construction was increased to RMBI118.7 million. Such capital increase and merger were
registered by Zhuzhou AIC on 31 March 2016.
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In June 2016, Zhongtian Construction was converted from a limited liability company into a
company limited by shares with a registered capital of RMB118.7 million divided into 118,700,000
shares of RMBI1 each. Such conversion was registered by Zhuzhou AIC on 29 June 2016.

Subsequent to the conversion, Zhongtian Construction was owned by the following shareholders as

follows:
Approximate
percentage of
Name of shareholders Number of shares shareholding
Zhongtian Holdings. . . . . . . . ... .. ... 88,992,326 74.97%
Zhongtian Weijing . . . .. ... .. .. .. 4,375,714 3.69%
Zhongtian Weiyi. . . . . . .. o e 4,319,798 3.64%
Zhongtian GONEYING . . . . . . . oo 3,409,380 2.87%
Ten individuals who are directors or senior management members of our
Group or their associates . . . . . . . . ... 8,330,639 7.02%
25 individuals who are Independent Third Parties including our employees
and ex-employees. . . . . . ... 9,272,143 7.81%
Total. . . . . . .. 118,700,000 100.00%

From 16 May 2017 to 20 January 2019, the shares of Zhongtian Construction had been
quoted on the NEEQ (stock code: 871407). On 21 January 2019, the shares of Zhongtian
Construction ceased to be quoted on the NEEQ. For further details, please refer to the paragraph
headed “Prior Quotation and Withdrawal of Quotation on the NEEQ” in this section. There had
been no trading of shares of Zhongtian Construction during the period when the shares of

Zhongtian Construction were quoted on the NEEQ.

For details of reorganisation steps related to Zhongtian Construction pursuant to our

Reorganisation, please refer to the paragraph headed “Reorganisation” in this section.
Kaida Apparatus

Kaida Apparatus, formerly known as Zhuzhou Kaida Equipment Leasing Co., Ltd.* (¥kIH 5l
KY G EARA ), was established in the PRC on 28 April 2004 as a limited liability
company, with a registered capital of RMB600,000. It engages in installation of construction
lifting facilities, renovation works and rental of construction machinery, pipe racks and fasteners.
At the time of its establishment, Kaida Apparatus was owned as to approximately 33.33% by
Zhongtian Construction, Mr. Min as to approximately 1.13% and 27 individuals who are
Independent Third Parties including our employees and ex-employees as to approximately 65.54%
in aggregate. Notwithstanding Zhongtian Construction’s interest in Kaida Apparatus was only

approximately 33.33% at the time of its establishment, as the directors of Kaida Apparatus were
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employees of Zhongtian Construction such that Zhongtian Construction had the power to control
the financial and operating policies of Kaida Apparatus and to direct its relevant activities and to
obtain significant economic benefits from its activities, Zhongtian Construction has controlled the

board of directors of Kaida Apparatus since its establishment.

Subsequent to a number of capital increases and equity transfers between April 2005 to June
2016, Kaida Apparatus was owned as to approximately 42.45% by Zhongtian Construction and as
to approximately 57.55% by 19 individuals, including three individuals who are directors or senior
management members of our Group or their associates as to 15.53% in aggregate and 16
individuals who are Independent Third Parties including our employees and ex-employees as to
approximately 42.02% in aggregate. On 14 December 2017, the equity holders of Kaida Apparatus
resolved to increase the registered capital of Kaida Apparatus from RMB3.0 million to RMB4.5
million and Zhongtian Construction, two individuals who are directors of Kaida Apparatus and
eight individuals who are Independent Third Parties including our employees and ex-employees
subscribed for the additional registered capital of RMB1.5 million. The capital increase was
registered by Zhuzhou AIC on 1 February 2018. Subsequent to such capital increase, Kaida
Apparatus became owned as to approximately 50.09% by Zhongtian Construction and 49.91% in
aggregate by 21 individuals, including four individuals who are directors or senior management
members of our Group or their associates as to approximately 13.58% in aggregate and 17
individuals who are Independent Third Parties including our employees and ex-employees as to

approximately 36.33% in aggregate.

On 7 January 2019, the equity holders of Kaida Apparatus resolved to increase the registered
capital of Kaida Apparatus to RMB5.0 million. Such capital increase was registered by Zhuzhou
AIC on 15 March 2019. Upon completion of the capital increase and the subsequent equity
transfers, Kaida Apparatus became owned as to approximately 50.09% by Zhongtian Construction
and 49.91% in aggregate by 23 individuals, including five individuals who are directors or senior
management members of our Group or their associates as to approximately 16.98% in aggregate
and 18 individuals who are Independent Third Parties including our employees and ex-employee as

to approximately 32.93% in aggregate.

On 23 March 2020, the equity holders of Kaida Apparatus resolved to increase its registered
capital to RMB6.5 million. The capital increase was registered by Zhuzhou AMR on 21 April
2020. After such capital increase and the subsequent equity transfers among a director of Kaida
Apparatus and three individual equity holders who are Independent Third Parties in June 2020,
Kaida Apparatus became owned as to approximately 56.99% by Zhongtian Construction and
43.01% in aggregate by 23 individuals, including five individuals who are directors or senior
management members of our Group or their associates as to approximately 16.40% in aggregate
and 18 individuals who are Independent Third Parties including our employees and ex-employees

as to approximately 26.61% in aggregate.
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Zhongtian Building

Zhongtian Building, formerly known as Zhuzhou Yongan Labour Service Contract
Construction Corporation (MR L #FZ S /- AR/ F) and Zhuzhou Yongan Labour
Construction Corporation® (BRI K % #5255 A PR~ 7l), was established in the PRC on 13 March
2006 as a limited liability company, with a registered capital of RMB500,000. It engages in
subcontracting of construction projects. At the time of its establishment, Zhongtian Building was
owned as to 70.00% by Zhongtian Construction and 30.00% by the Employee’s Trade Union of
Zhongtian Construction* (155 H K& i A RA 7 T€).

Immediately before the Track Record Period, Zhongtian Building had a registered capital of
RMB1.0 million, and was owned as to 52.00% by Zhongtian Construction and as to 48.00% by
three individuals, including two individuals who are directors or senior management members of
our Group or their associates as to 38.00% in aggregate and an ex-employee of our Group as to
10.00%. On 17 May 2019, the equity holders of Zhongtian Building resolved to increase the
registered capital of Zhongtian Building to RMBS5.0 million. The capital increase was registered by
Zhuzhou AMR on 6 June 2019. Upon completion of such capital increase, Zhongtian Building
became owned as to 61.40% by Zhongtian Construction and 38.60% in aggregate by eight
individuals, including five individuals who are directors or senior management members of our
Group or their associates as to 33.40% in aggregate and three individuals who are Independent

Third Parties including our employees and ex-employee as to 5.20% in aggregate.
Zhongtian Steel Structure Construction

Zhongtian Steel Structure Construction was established in the PRC on 22 October 2021 as a
limited liability company, with a registered capital of RMB35,000,000, which remained unpaid up
as at the Latest Practicable Date. It engages in steel structure construction business. Since its
establishment, Zhongtian Steel Structure Construction was wholly owned by Zhongtian

Construction.
DISPOSAL OF INTERESTS IN HANGXIAO TECHNOLOGY

Hangxiao Technology was established in the PRC on 19 September 2017 and it engages in
the design and manufacture of steel structure. It had been held by Zhongtian Construction as to
63.00% from 19 September 2017 to 1 March 2019. On 1 March 2019, Zhongtian Construction
entered into a share transfer agreement with Zhongtian Holdings, pursuant to which Zhongtian
Construction transferred 75,600,000 shares in Hangxiao Technology to Zhongtian Holdings,
representing 63.00% of the shares in Hangxiao Technology, at a consideration of RMB75.6

million. The consideration was determined with reference to the registered capital of Hangxiao
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Technology. Zhongtian Holdings settled the consideration on 5 March 2019 and the transfer was
completed on 5 March 2019. Such transfer has been properly and legally completed and settled.

Upon completion of the transfer, our Group ceased to hold any share in Hangxiao Technology.
Background on the establishment of Hangxiao Technology

Hangxiao Technology was established jointly by three founding shareholders, and upon its
establishment, it was owned (i) as to 63.00% by Zhongtian Construction; (ii) as to 24.50% by
Zhuzhou Jinke Construction Investment Management Holdings Limited* (#&¥H & F} i s % & 484
LEE AR/ A]) (“Zhuzhou Jinke”), a state-owned enterprise primarily engaging in infrastructure
and real estate projects; and (iii) as to 12.50% by Hangxiao Steel Structure, a company primarily
engaging in the design, manufacture and installation of steel structure products with its shares
listed on the Shanghai Stock Exchange. Our Directors confirm that Zhuzhou Jinke and Hangxiao
Steel Structure are Independent Third Parties and, save for their investment in Hangxiao
Technology, do not have any past or present relationship with the other shareholders of Hangxiao

Technology, our Group, our Shareholders, our Directors or any of their respective associates.

Zhongtian Construction has over 40 years of operating history and at the time of the
establishment of Hangxiao Technology, the shares of Zhongtian Construction was quoted on the
NEEQ. It was considered that the renowned reputation of Zhongtian Construction in the
construction industry in the Southern China and the quotation of the shares of Zhongtian
Construction on the NEEQ would facilitate the negotiation with the two other founding
shareholders, being a stated-owned enterprise and a company listed on the Shanghai Stock
Exchange, respectively. It was also considered that the co-operation among the then shareholders
of Hangxiao Technology could help its development as each of them could contribute to the
development of Hangxiao Technology in different aspects. In particular, (i) Zhongtian Construction
could contribute its expertise in the construction industry and financial resources, and its long
established presence in the construction industry could help Hangxiao Technology to attract
co-operation opportunities; (ii) Zhuzhou Jinke was a state-owned enterprise that could help
Hangxiao Technology in obtaining governmental support for its development; and (iii) Hangxiao
Steel Structure was responsible for providing technical know-how and expertise for the business

operation and development of Hangxiao Technology.

Pursuant to the founders’ agreement entered into among the three founding shareholders of
Hangxiao Technology, Hangxiao Technology shall have seven directors and Zhongtian
Construction, Zhuzhou Jinke and Hangxiao Steel Structure were entitled to appoint three, two and
one director(s) on the board of directors of Hangxiao Technology, respectively, and one director
shall be jointly appointed by Zhongtian Construction, Zhuzhou Jinke and Hangxiao Steel Structure,
and hence although Zhongtian Construction held 63% of the shareholding in Hangxiao Technology,

it did not have the majority control over the business, financial and operating policies of Hangxiao
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Technology. At the material times, none of the shareholders of Hangxiao Technology had the
majority control over the board of directors and the management of the business operation of

Hangxiao Technology.

Our Directors confirm that Hangxiao Technology was not subject to any material
non-compliant incident, claim, litigation or legal proceeding (whether actual or threatened) during

the Track Record Period and up to the Latest Practicable Date.

Management of Hangxiao Technology immediately prior to the disposal of our interests in

Hangxiao Technology

Immediately prior to the disposal of our interests in Hangxiao Technology to Zhongtian
Holdings, as Hangxiao Technology was still in the initial development stage, the management team
of Hangxiao Technology comprised its directors and a general manager, details of whom are set

out as follows:

(i) (a) three directors were appointed by Zhongtian Construction, namely (1) Mr. Yang,
the chairman of our Board and our executive Director; (2) Mr. Liu, our executive
Director and our chief executive officer; and (3) Mr. Tan Xuewen (FHE:), a
former director and deputy general manager of Zhongtian Construction who
resigned from such positions in July 2019 and January 2019 respectively, an
Independent Third Party at the time of the Listing. For details of their respective
interests in our Shareholders and our subsidiaries, please refer to the section
headed “History, Development and Reorganisation — Corporate structure —
Corporate structure of our Group immediately after the Reorganisation and the
Pre-IPO Investment but prior to the Capitalisation Issue and the Global Offering”.
Each of Mr. Yang, Mr. Liu and Mr. Tan Xuewen confirmed that he did not have
any past or present relationships (including business, employment, family, trust or
financing relationships) with Zhuzhou Jinke, Hangxiao Steel Structure or any of
their subsidiaries, shareholders, directors or senior management or any of their

respective associates;

(b) apart from being a director of Hangxiao Technology, Mr. Tan Xuewen, was also the
general manager of Hangxiao Technology and was responsible for the overall
management of the operations and financial matters of Hangxiao Technology.
While Mr. Tan Xuewen was the director and general manager of Hangxiao
Technology, he had to report to the board of directors and his decisions in relation
to the business operations and development of Hangxiao Technology were subject
to the approval of the board of directors. As discussed above, he confirmed that he

did not have any past or present relationships (including business, employment,
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(ii)

(iii)

(iv)

family, trust or financing relationships) with Zhuzhou Jinke, Hangxiao Steel
Structure or any of their subsidiaries, shareholders, directors or senior management

or any of their respective associates;

two directors were appointed by Zhuzhou Jinke, namely (1) Mr. Yuan Hongwu (Gt i),
the chairman of Zhuzhou Jinke; and (2) Mr. Xu Bingrong (#F$%%%), a deputy general
manager of Zhuzhou Jinke. Each of Mr. Yuan Hongwu and Mr. Xu Bingrong confirmed
that he did not have any past or present relationships (including business, employment,
family, trust or financing relationships) with Zhongtian Construction, Hangxiao Steel
Structure or any of their subsidiaries, shareholders, directors or senior management or

any of their respective associates;

one director was appointed by Hangxiao Steel Structure, namely Mr. Yao Jianfeng (%
U&), the chief engineer of a subsidiary of Hangxiao Steel Structure. Mr. Yao Jianfeng
confirmed that he did not have any past or present relationships (including business,
employment, family, trust or financing relationships) with Zhongtian Construction,
Zhuzhou Jinke or any of their subsidiaries, shareholders, directors or senior management

or any of their respective associates; and

one director was jointly appointed by Zhongtian Construction, Hangxiao Steel Structure
and Zhuzhou Jinke, namely Ms. Wang Qing’e (T F ), an associate professor at the
school of civil engineering of the Central South University (H'FK%%) who has been
engaging in research related to engineering project management. She was recruited by
Hangxiao Technology through open recruitment and was jointly appointed by the then
shareholders of Hangxiao Technology as an independent director of Hangxiao
Technology. As an independent director, she was responsible for providing independent
advice to the board of directors of Hangxiao Technology (including industry knowledge)
and did not perform any executive role in Hangxiao Technology. Ms. Wang Qing’e
confirmed that she did not have any past or present relationships (including business,
employment, family, trust or financing relationships) with Zhongtian Construction,
Zhuzhou Jinke and Hangxiao Steel Structure or any of their subsidiaries, shareholders,
directors or senior management or any of their respective associates. In addition, there
was no agreement or arrangement among the then shareholders of Hangxiao Technology
on how Ms. Wang Qing’e (T 7 ) shall cast her vote in board meetings of Hangxiao
Technology.
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After we disposed of our interests in Hangxiao Technology in March 2019 as preparation of
our Reorganisation, Mr. Liu, our executive Director and our chief executive officer, ceased to be a
director of Hangxiao Technology in February 2020 so that he could focus his attention at the
business of our Group. In addition, after Zhongtian Holdings acquired our interests in Hangxiao
Technology in March 2019 and a capital increase of Hangxiao Technology in July 2020, Hangxiao
Technology was owned as to approximately 68.29% by Zhongtian Holdings, 21.00% by Zhuzhou
Jinke and 10.71% by Hangxiao Steel Structure.

Financial information of Hangxiao Technology

The summarised financial information of Hangxiao Technology are as follows:

As at 31 December

2017 2018
RMB’000 RMB’000
CUurrent asSets . . . v v vttt e 24,852 17,456
Non-current assetS. . . . ..ot it e e e 35,075 102,324
Current liabilities ... ........ ... ... . . . i 3) (593)
Non-current liabilities . . . ... ....... ... .. .. .. .. .. ..... — —
Net aSSEtS . o ot e e e e e 59,924 119,187
Year ended 31 December
2017 2018
RMB’000 RMB’000
Revenue . . ... . — 1,019
Loss forthe year. . .......... ... ... ... (76) (737)
Other comprehensive income. . ... ..................... — —
Total comprehensive income . .. ....................... (76) (737)

Hangxiao Technology had nil, one, 12, 18, 26 and 22 customers (including Zhongtian
Construction) for the year ended 31 December 2017, FY2018, FY2019, FY2020, FY2021 and
3Q2022, and sales to our Group accounted for approximately 51.6%, 22.1%, 39.0% and 45.6% of
the total revenue of Hangxiao Technology for FY2019, FY2020, FY2021 and 3Q2022,

respectively.
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Reasons for disposal of our interests in Hangxiao Technology

In early 2019 when we prepared for our Reorganisation, we reassessed our corporate structure

and our investment in Hangxiao Technology. Taking into account certain factors, including the

following, we decided to dispose of our interests in Hangxiao Technology:

(1)

(ii)

(iii)

(iv)

the business of our Group is clearly delineated from that of Hangxiao Technology, and
our Group and Hangxiao Technology were at different stage of development — our
Group principally engages in the construction contracting business, while Hangxiao
Technology principally engages in the production of construction raw materials, which
is in the upstream segment in the value chain of the construction industry. Our Group
and Hangxiao Technology engage in different principal businesses, and have different
business models, strategies and risk profiles. We consider the target clientele and
suppliers as well as industry designations of our Group and Hangxiao Technology are
different. Moreover, we are a general contracting construction group with over 40 years
of operating history, while Hangxiao Technology was only established in September
2017 and was still in the initial development stage. Accordingly, the businesses of our
Group and Hangxiao Technology would be suitable for different future investors with

different risk appetite;

we intend to focus on our principal business of construction contracting — our Group
would like to devote our resources to the development and expansion of our principal
business of construction contracting business in which we have a track record and to
which our proceeds from the Global Offering will be applied to. In addition, the
exclusion of the interests in Hangxiao Technology from our Group also enables our
Group and our management team to focus our resources and attention to develop and

realise the full potential of our core business;

no majority control in Hangxiao Technology — as disclosed under the paragraph headed
“Management of Hangxiao Technology immediately prior to the disposal of our interests
in Hangxiao Technology” above, our Group did not have a majority control over the

board of directors and management of Hangxiao Technology;

Hangxiao Technology would not be our material investment or its business would not
become our principal stream of revenue — at the establishment of Hangxiao
Technology, we expected that the business of Hangxiao Technology would not become
our material investment or its business would not become our principal stream of
revenue. As our revenue has been principally contributed by our construction
contracting business and we intend to continue with our construction contracting

business as our principal business after the Listing; and
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(v)

Hangxiao Technology is not the only supplier for prefabricated steel structure products
to our Group — Although Hangxiao Technology has been a prefabricated steel structure
products supplier to our Group, Hangxiao Technology is not an exclusive supplier of
prefabricated steel structure products other than the project operated under the EPC
Tripartite Framework Agreement, the details of which are set out in the section headed
“Business — Business Operations — Contracting Models” in this prospectus. Based on
the quotations obtained from our list of approved suppliers and other suppliers during
the Track Record Period, we have alternative suppliers for prefabricated steel structure
products. The disposal of our interests in Hangxiao Technology would not bring any
adverse impact to our operation. For details of our independence from Hangxiao
Technology, please refer to the section headed “Relationship with our Controlling
Shareholder — Independence from our Controlling Shareholder and Zhongtian

Holdings” in this prospectus.

We disposed of our interests in Hangxiao Technology to Zhongtian Holdings rather than an

Independent Third Party mainly because:

(1)

(ii)

Zhuzhou Jinke and Hangxiao Steel Structure did not agree with Zhongtian Construction
disposing of our interests in Hangxiao Technology to an independent third party but
agreed to the disposal of our interests in Hangxiao Technology to Zhongtian Holdings,
because they are familiar with the shareholders and the management of Zhongtian
Holdings and they believed the transfer of our interests in Hangxiao Technology to
Zhongtian Holdings could reduce the impact of the change in shareholder to the

operations of Hangxiao Technology; and

it was also difficult to find any Independent Third Party with investment experience in
the construction industry who was willing to acquire our interests in Hangxiao
Technology at a consideration of not less than RMB75.6 million since Hangxiao

Technology was only a private company at an initial stage of development.

PRIOR QUOTATION AND WITHDRAWAL OF QUOTATION ON THE NEEQ

On 16 May 2017, 118,700,000 shares of Zhongtian Construction, being all of the then issued
shares of Zhongtian Construction, became quoted on the NEEQ (stock code: 871407). On 26

December 2018, the shareholders of Zhongtian Construction resolved at its general meeting by a

majority vote to voluntarily withdraw the quotation of its shares on the NEEQ (the “NEEQ

Withdrawal”). On 18 January 2019, National Equities Exchange and Quotations Company
Limited* (2B /NMEERMEERFARE(TLAA) (the “NEEQ Company”) approved the
NEEQ Withdrawal. On 21 January 2019, the shares of Zhongtian Construction ceased to be quoted
on the NEEQ.
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REASONS FOR THE NEEQ WITHDRAWAL

The

NEEQ Withdrawal was a commercial and strategic decision made by Zhongtian

Construction’s directors based on its industry outlook and its business development plans.

Furthermore, our Directors believed that the NEEQ Withdrawal would be beneficial to us and our

Shareholders as a whole for the following reasons:

()

(i1)

(iii)

(iv)

v)

the NEEQ is a market in the PRC open to qualified investors only. In addition, the
NEEQ adopts a market maker, negotiated transfer or investor competing transfer trading
mechanism rather than continuous auction mechanism, which significantly limits
investor discovery and order execution. The nature of the NEEQ and its low trading
volume could make it difficult to (a) identify and establish the fair value of Zhongtian
Construction to reflect its competitive strengths which differentiate it from its
competitors; (b) publicly raise funds, in equity or debt, to continuously support our
business growth; and (c) execute substantial on-market disposals by our Shareholders to

realise value;

there had been no new shareholder joining Zhongtian Construction and no trading of
shares during the period when the shares of Zhongtian Construction were quoted on the
NEEQ;

in contrast, the Stock Exchange, as a leading player of the international financial
markets, could offer us a direct access to the international capital markets, enhance our
fund-raising capabilities and channels and broaden our Shareholders base. Accordingly,

the Listing would provide us a viable source of capital to support our business growth;

since the liquidity of shares listed on the Stock Exchange is generally higher than that
of NEEQ and would provide better chance of realising the interest in our Group, the
Listing would also enable our Company to devise more appealing share incentive plans
including the Share Option Scheme, which correlates directly to the performance in our
Group’s business, which in turn would help us to attract and motivate the talents needed
to support our rapid growth and enhance our operating efficiency on an on-going basis;

and
the Listing will further raise our business profile and thus, enhance our ability to attract

new customers, business partners and strategic investors as well as to recruit, motivate

and retain key management personnel for our Group’s business.

- 161 -



HISTORY, DEVELOPMENT AND REORGANISATION

As advised by our PRC Legal Advisers based on searches conducted on the official websites
of the NEEQ and CSRC and as confirmed by our Company, Zhongtian Construction complied with
the relevant rules governing NEEQ in all material respects and Zhongtian Construction, its
subsidiaries and all its then directors or senior management had not been subject to any
investigation or disciplinary action by the relevant regulators during the period when its shares
were quoted on the NEEQ and up to the NEEQ Withdrawal. As such, our Directors confirm that (i)
there is no matter that might materially and adversely affect our Company’s suitability for the
Listing in relation to the previous quotation of the shares of Zhongtian Construction on the NEEQ;
and (ii) there has not been any matter that needs to be brought to the attention of the potential
investors or the regulators in Hong Kong in respect of the previous quotation of shares of
Zhongtian Construction on the NEEQ. Based on the views of our PRC Legal Advisers and the due
diligence works conducted by the Sole Sponsor, the Sole Sponsor concurs with the above
Directors’ views. For reasons for seeking the Listing on the Stock Exchange, please refer to the

section headed “Future Plans and Use of Proceeds — Reasons for Listing” in this prospectus.
REORGANISATION

In preparation for the Listing, our Group carried out the following restructuring steps for the

purpose of establishing our corporate structure:
The Demerger

On 8 May 2019, the shareholders of Zhongtian Construction resolved to undergo the
Demerger, pursuant to which Zhongtian Construction was demerged into two companies, namely
Zhongtian Construction and Puhui Commercial. On 10 May 2019, Zhongtian Construction
published an announcement regarding the Demerger on the Zhuzhou Evening Post* (¥ i)
according to the relevant PRC laws. As a result of the Demerger, Puhui Commercial was
established on 28 June 2019 and the assets with a net carrying value of RMB57.10 million,
including investment properties of approximately RMB39.4 million, property, plant and equipment
of approximately RMB13.7 million and prepayments of approximately RMB4.0 million, were

allocated from Zhongtian Construction to Puhui Commercial.

Property leasing is not our principal business. Prior to the Demerger, Zhongtian Construction
derived some rental income by leasing certain properties in different locations to different tenants.
Such rental income amounted to approximately RMB1.3 million for FY2019, accounting for 0.1%
of our total revenue and other income for the same year, which contributed an insignificant amount
of our income and was not our mainstream source of income. In order to enable us to focus on
construction contracting business as our principal business but not property leasing, our Directors
decided to transfer 53 properties from our Group by conducting the Demerger. However, the

Ningbo Properties, for which we were still in the course of applying for the relevant title
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documents were not transferred out of our Group pursuant to the Demerger. For details of the
Ningbo Properties and reasons for keeping them in our Group after the Demerger, please refer to
the section headed “Financial Information — Discussion on selected items of consolidated
statements of financial position — Investment properties” in this prospectus. For details of the
breakdown of assets transferred as a result of the Demerger, please refer to the section headed

“Financial Information — Basis of Presentation” in this prospectus.

Prior to the Demerger, we also owned and used six properties as offices which we leased
back such properties from Puhui Commercial after the Demerger. For details of such properties
and the tenancy agreements, please refer to the section headed “Connected Transactions —
Transactions entered into before the Listing which would otherwise constitute connected
transactions” in this prospectus. Our Directors consider that such six properties should be
transferred out of our Group because leasing properties would allow us to have a greater flexibility

for expansion of our offices as our business expands.

In light of the considerable amount of tax, including land appreciation tax and value added
tax, that would be incurred for the transfer of the properties from Zhongtian Construction to other
company, our Directors consider that it would be more commercially justifiable to conduct the
Demerger, rather than incurring tax for the transfer of the properties from Zhongtian Construction

to other company.

The Demerger was registered by Zhuzhou AMR on 2 July 2019. Immediately after the
Demerger, the registered capital of Zhongtian Construction reduced from RMBI118.7 million to

RMB61.6 million, and Zhongtian Construction was owned by the following shareholders as

follows:
Approximate
percentage of
Name of shareholders Number of shares shareholding
Zhongtian Holdings. . . . . . ... ... ... ... 46,183,060 74.97%
Zhongtian Weijing . . . . . . . ... . e 2,270,822 3.69%
Zhongtian Weiyi. . . . . . .. o 2,241,809 3.64%
Zhongtian GONGYING . . . . . . . . vt 1,769,337 2.87%
Ten individuals who are directors or senior management members of our
Group or their associates . . . . . . . . . ... i 4,323,211 7.02%
25 individuals who are Independent Third Parties including our employees
and ex-employees. . . . . . ... 4,811,761 7.81%
Total. . . . . . . 61,600,000 100.00%
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Immediately after the Demerger, Puhui Commercial had a registered capital of RMB57.1
million, with the same shareholders as Zhongtian Construction and their respective shareholdings
proportional to those in Zhongtian Construction at the material times. For details of our
independence from Puhui Commercial, please refer to the section headed “Relationship with our
Controlling Shareholder — Independence from our Controlling Shareholder and Zhongtian

Holdings” in this prospectus.

Acquisition of the entire equity interest in Jicai Trading by all of the shareholders of

Zhongtian Construction

Jicai Trading was established in the PRC as a limited liability company on 9 July 2018, with
a registered capital of RMB100,000, which was fully paid up. As at the date of its establishment, it
was owned as to 60.00% by Mr. Zeng Quan (¥4 ##), a director of Zhongtian Building, and 40.00%
by Mr. Hu Hongze (%f#Li%), an employee of our Group. It engages in investment holding.

Pursuant to the equity transfer agreements dated 17 July 2019, as part of the Reorganisation,
all of the then shareholders of Zhongtian Construction acquired the entire equity interest in Jicai
Trading at the total consideration of RMB100,000 with reference to the amount of the registered
capital of Jicai Trading. Such transfers were registered by Zhuzhou AIC on 22 July 2019. Upon

completion of the transfers, Jicai Trading was owned by the following equity holders as follows:

Approximate
Capital percentage of
Name of equity holders contribution equity interest
RMB
Zhongtian Holdings. . . . . . . . . .. ... .. 74,973 74.97%
Zhongtian Weijing . . . .. .. ... .. ... 3,686 3.69%
Zhongtian Weiyi. . . . . .. .. .. 3,639 3.64%
Zhongtian GONEYING . . . . . . . o vt 2,872 2.87%
Ten individuals who are directors or senior management members of our
Group or their associates . . . . . . . . ... L 7,019 7.02%
25 individuals who are Independent Third Parties including our employees
and ex-employees. . . . . . ... 7,811 7.81%
Total. . . . . . .. 100,000 100.00%

Establishment of Hangxiao Materials

On 31 July 2019, Hangxiao Materials was established in the PRC as a limited liability

company, with a registered capital of RMB1 million, which was fully paid up. As at the date of its

establishment, it was wholly-owned by Jicai Trading. It engages in investment holding.
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Contribution to the registered capital of Zhongtian Construction by Hangxiao Materials

On 8 July 2019, the shareholders of Zhongtian Construction resolved to reduce the registered
capital of Zhongtian Construction from RMB61.6 million to RMBS5.0 million, with the reduced
capital credited to the capital reserve of Zhongtian Construction. The capital reduction was
registered by Zhuzhou AMR on 26 August 2019.

On 28 August 2019, the registered capital of Zhongtian Construction was increased to
RMB61.6 million, with a fully paid-up capital of RMB5.0 million and the remainder of RMB56.6
million to be contributed by Hangxiao Materials. The capital contribution was registered by
Zhuzhou AMR on 29 August 2019.

Upon completion of the capital increase, Zhongtian Construction became owned by the

following shareholders as follows:

Approximate

percentage of

Name of shareholders Number of shares shareholding
Hangxiao Materials. . . . . . .. ... .. 56,600,000 91.88%
Zhongtian Holdings. . . . . . . . ... ... 3,748,625 6.09%
Zhongtian Weijing . . . . . . . . . . e 184,320 0.30%
Zhongtian Weiyi. . . . . .. ... . L 181,965 0.30%
Zhongtian GONGYING . . . . . . . o 143,615 0.23%
Ten individuals who are directors or senior management members of our

Group or their associates . . . . . . . . . ... 350,910 0.57%
25 individuals who are Independent Third Parties including our employees

and ex-employees. . . . . . ... 390,565 0.63%
Total. . . . . . . 61,600,000 100.00%

Acquisition of approximately 7.62% of shareholding in Zhongtian Construction by Hangxiao

Materials

Pursuant to the share transfer agreements dated 5 December 2019, the directors, supervisors
and senior management of Zhongtian Construction, namely Mr. Yang, Ms. Mei Zuqian (H##11%),
Mr. Liu, Ms. Zhang Weihui (RAFHE), Mr. Yang Haijun (%376 F), Mr. Chen, Mr. Shen, Mr. Chen
Peirun (Pf351H) and Mr. Min, transferred a total of 99,287 shares in Zhongtian Construction,
representing approximately 0.16% shareholding in Zhongtian Construction and 25% of their then
total shareholding in Zhongtian Construction, to Hangxiao Materials at a total consideration
RMB124,108.75. According to the PRC Company Law, directors, supervisors and senior
management members of a company limited by shares could not transfer more than 25% of their

then shareholding in the company in each year. As such, directors, supervisor and senior
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management of Zhongtian Construction would continue to hold a total of approximately 0.50% of
the shareholding in Zhongtian Construction after the Reorganisation and upon Listing. Pursuant to
the share transfer agreements of the same date, all other shareholders of Zhongtian Construction
transferred a total of 4,592,403 shares in Zhongtian Construction, representing approximately
7.46% shareholding in Zhongtian Construction and all the shares held by such shareholders of
Zhongtian Construction, to Hangxiao Materials at a total consideration of RMBS5,740,503.75. Such
transfers were registered by Zhuzhou AMR on 18 December 2019. Upon completion of the share
transfers, Zhongtian Construction became owned as to approximately 99.50% by Hangxiao
Materials, 0.17% by Mr. Yang, 0.10% by Ms. Mei Zugian, 0.06% by Mr. Liu, 0.05% by Ms. Zhang
Weihui, 0.04% by Mr. Yang Haijun, 0.03% by Mr. Chen, 0.02% by Mr. Shen, 0.02% by Mr. Chen
Peirun and 0.01% by Mr. Min.

Subscription for the registered capital of Jicai Trading by our Pre-IPO Investor

On 9 March 2020, our Pre-IPO Investor, Ms. Yang Shufen, executed a capital increase
agreement with Jicai Trading and all the then equity holders of Jicai Trading, pursuant to which
Jicai Trading increased its registered capital from RMB100,000 to RMB101,100 and Ms. Yang
Shufen subscribed for the additional registered capital of RMB1,100 of Jicai Trading, representing
approximately 1.09% of the equity interest in Jicai Trading, for a consideration of HKD equivalent
of RMB2,385,014.50. The consideration was determined based on arm’s length negotiations among
the parties, taking into account the valuation of the interests of the equity interest in Jicai Trading
as at 31 October 2019 of RMB216,819,500, which was prepared by a valuer which is an
Independent Third Party. Such subscription was registered by Zhuzhou AMR on 12 March 2020.
Upon completion of the said capital increase and the subscription, Jicai Trading became owned as
to approximately 74.16% by Zhongtian Holdings, 3.65% by Zhongtian Weijing, 3.60% by
Zhongtian Weiyi, 2.84% by Zhongtian Gongying, 1.09% by Ms. Yang Shufen, 6.94% in aggregate
by ten individuals who are directors or senior management members of our Group or their
associates, and 7.72% in aggregate by 25 individuals who are Independent Third Parties including
our employees and ex-employees. For details of the Pre-IPO Investment, please refer to the
paragraph headed “Pre-IPO Investment” in this section. Immediately after such subscription by our
Pre-IPO Investor, Jicai Trading has been converted from a domestic company into a

foreign-invested enterprise.
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Incorporation of 13 offshore holding companies

Zhongtian Holdings is a company limited by shares and Zhongtian Weijing, Zhongtian Weiyi
and Zhongtian Gongying are three limited partnerships. As part of the Reorganisation, on 23
March 2020, ZT (A), ZT (B), ZT (C) and ZT (D) were incorporated in the BVI with limited
liability by the original shareholders or partners of Zhongtian Holdings, Zhongtian Weijing,
Zhongtian Weiyi and Zhongtian Gongying, respectively, as their investment vehicles with their
shareholdings proportional to their original shareholdings or partnership interests (subject to
rounding) in Zhongtian Holdings, Zhongtian Weijing, Zhongtian Weiyi and Zhongtian Gongying.
On 23 March 2020, ZT (E), ZT (F), ZT (G), ZT (H), ZT (I), ZT {J), ZT (K) and ZT (L) were
incorporated in the BVI with limited liability by the individual shareholders of Zhongtian
Construction who were directors or senior management members of our Group or their associates
as their investment vehicles. ZT (M) was also incorporated on 23 March 2020 in the BVI with
limited liability as the investment vehicle for other individual shareholders who were Independent
Third Parties including our employees and ex-employees. For the shareholding of the
abovementioned 13 investment vehicles, please refer to the paragraph headed “The individual
shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (), ZT (),
ZT (K), ZT (L) and ZT (M)” in this section.

Incorporation of our Company

On 27 March 2020, our Company was incorporated in the Cayman Islands as an exempted
company with limited liability. As at the date of its incorporation, it had an authorised share
capital of HK$380,000 divided into 38,000,000 ordinary shares with a par value of HK$0.01 each.

On the date of its incorporation, our Company allotted and issued one subscriber Share as
fully paid to an initial subscriber, an Independent Third Party. On the same day, the nominee
subscriber as transferor executed an instrument of transfer in favour of ZT (A) as transferee,
pursuant to which the nominee subscriber transferred the one subscriber Share, representing the

entire issued share capital of our Company, to ZT (A) for a consideration of HK$0.01.

On the same date, our Company allotted and issued 74,972 Shares, 3,686 Shares, 3,639
Shares, 2,872 Shares, 3,697 Shares, 948 Shares, 748 Shares, 497 Shares, 369 Shares, 279 Shares,
228 Shares, 253 Shares, and 7,811 Shares as fully paid to ZT (A), ZT (B), ZT (C), ZT (D), ZT (E),
ZT (F), ZT (G), ZT (H), ZT (I), ZT {J), ZT (K), ZT (L) and ZT (M), respectively. After such
allotment, our Company was owned as to approximately 74.97% by ZT (A), 3.69% by ZT (B),
3.64% by ZT (C), 2.87% by ZT (D), 3.70% by ZT (E), 0.95% by ZT (F), 0.75% by ZT (G), 0.50%
by ZT (H), 0.37% by ZT (1), 0.28% by ZT (J), 0.23% by ZT (K), 0.25% by ZT (L) and 7.80% by
ZT (M), respectively.
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Incorporation of Head Sage and Zhongtian HK and establishment of Zhaolin Trading

On 23 December 2019, Head Sage was incorporated in the BVI with limited liability. It
engages in investment holding. It is authorised to issue a maximum of 50,000 shares of a single
class with a par value of US$1 each. On 30 March 2020, Head Sage allotted and issued one share
with a par value of US$1 each credited as fully paid to our Company. All the issued shares of

Head Sage then became wholly-owned by our Company.

On 6 April 2020, Zhongtian HK was incorporated in Hong Kong with limited liability. It
engages in investment holding. On the date of its incorporation, Zhongtian HK allotted and issued
one founder member’s share credited as fully paid to Head Sage. The entire issued share capital of

Zhongtian HK then became wholly-owned by Head Sage.

On 21 April 2020, Zhaolin Trading was established in the PRC as a wholly foreign-owned
enterprise, with a registered capital of HK$10.0 million. It engages in investment holding. Since
its establishment, the entire equity interest of Zhaolin Trading has been wholly-owned by
Zhongtian HK.

Acquisition of approximately 1.09% equity interest in Jicai Trading by Zhongtian HK

Pursuant to an equity transfer agreement entered into between Zhongtian HK and Ms. Yang
Shufen dated 9 April 2020, Zhongtian HK acquired the equity interest in Jicai Trading held by Ms.
Yang Shufen in consideration of a nominal amount of RMB25,201, which was settled by our
Company allotting and issuing 1,100 Shares, credited as fully paid, to Bizoe (International). Bizoe
(International) then held 1,100 Shares of our Company. The issue and allotment of 1,100 Shares to
Bizoe (International) was properly and legally completed on 9 April 2020. Upon completion of the
allotment, our Company became owned as to approximately 74.16% by ZT (A), 3.64% by ZT (B),
3.60% by ZT (C), 2.84% by ZT (D), 3.66% by ZT (E), 0.94% by ZT (F), 0.74% by ZT (G), 0.49%
by ZT (H), 0.36% by ZT (1), 0.28% by ZT (J), 0.23% by ZT (K), 0.25% by ZT (L) and 7.72% by
ZT (M) and 1.09% by Bizoe (International), respectively.
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Acquisition of 1% of equity interest in Jicai Trading by Zhaolin Trading

On 24 April 2020, Zhaolin Trading executed a capital increase agreement with Jicai Trading
and all the then equity holders of Jicai Trading, pursuant to which Zhaolin Trading agreed to
contribute to the registered capital of Jicai Trading in the amount of RMB9,898,900, which
remained unpaid up as at the Latest Practicable Date. Such capital increase was registered by
Zhuzhou AMR on 27 April 2020. Upon completion of the capital increase, Jicai Trading was

owned by the following equity holders as follows:

Approximate
Capital percentage of
Name of equity holders contribution equity interest
RMB
Zhaolin Trading . . . . . . . . . . 9,898,900 98.99%
Zhongtian Holdings . . . . . .. ... .. .. .. 74,973 0.75%
Zhongtian Weijing . . . . . . ... ... 3,686 0.04%
Zhongtian Weiyi. . . . . . .. . e 3,639 0.03%
Zhongtian GONGYING . . . . . . . oo 2,872 0.03%
Ten individuals who are directors or senior management members of our
Group or their associates . . . . . . . . . ... 7,019 0.07%
25 individuals who are Independent Third Parties including our employees
and ex-employees. . . . . . . ... 7,811 0.08%
Zhongtian HK . . . . . .. .. 1,100 0.01%
Total. . . . . . . 10,000,000 100%

Pursuant to equity transfer agreements dated 30 April 2020, all the domestic equity holders of
Jicai Trading transferred a total of 1% of equity interest in Jicai Trading to Zhaolin Trading at the
total consideration of RMB2,202,000. Such transfers were registered by Zhuzhou AMR on 8§ May
2020. Upon completion of the above transfers, Jicai Trading became owned as to approximately
99.99% by Zhaolin Trading and 0.01% by Zhongtian HK.
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PRE-TPO INVESTMENT

For details of the Pre-IPO Investment, please refer to the paragraph headed “Reorganisation

— Subscription for the registered capital of Jicai Trading by our Pre-IPO Investor” in this section.

Principal terms of the Pre-IPO Investment are set out in the table below:

Name of the Pre-IPO Investor
Date of the agreement

Amount of consideration paid

Settlement date of the consideration

Basis of determination of the consideration

Number of Shares held by Bizoe
(International) immediately upon
completion of the Capitalisation Issue and
the Global Offering (without taking into
account any Share which may be allotted
and issued upon the exercise of the
Over-allotment Option and any option
which may be granted under the Share
Option Scheme)

Effective cost per Share paid

Discount to the Offer Price (based on the
Offer Price of HK$1.18 per Offer Share,
being the mid-point of the Offer Price
range)

Use of proceeds

Ms. Yang Shufen
9 March 2020

HKD equivalent of RMB2,385,014.50
(i.e. HKD2,606,858.12)

2 April 2020

The consideration was determined based on arm’s
length negotiations among the parties, taking into
account the valuation of the shareholders’ equity
in Jicai Trading as at 31 October 2019 of
RMB216,819,500, which was prepared by a
valuer which is an Independent Third Party.

3,917,000 Shares

HKDO0.67

approximately 43.6%

The proceeds received by our Group from the
Pre-IPO Investment was used as general working
capital of our Group and has been fully utilised
as at the Latest Practicable Date.
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Benefits brought to our Group

Shareholding in our Company immediately
after the completion of Reorganisation and
the Pre-IPO Investment but before the
Capitalisation Issue and the Global
Offering

Shareholding in our Company immediately
upon completion of the Capitalisation Issue
and the Global Offering (without taking
into account any Share which may be
allotted and issued upon the exercise of the
Over-allotment Option and any option
which may be granted under the Share
Option Scheme)

Lock-up period

Public float

Special rights

Considering Ms. Yang Shufen’s exposure and
experience in the local securities market in Hong
Kong, our Directors believe that she could
contribute to our Company from an investor’s
perspective and share her professional experience.

approximately 1.09%

approximately 0.82%

Not applicable

The Shares held by Ms. Yang Shufen are
considered as part of the public float for the
purpose of Rule 8.24 of the Listing Rules as (i)
Ms. Yang Shufen is not a director, chief executive
or substantial shareholder of our Company or its
subsidiaries or a close associate of any of them
(the “Non-Public Shareholders”); (ii) the
acquisition of the Shares by Ms. Yang Shufen was
not financed by the Non-Public Shareholders; and
(ii1) Ms. Yang Shufen is not accustomed to taking
instructions from a Non-Public Shareholder for
the voting or dispositions in respect of the Shares
held by Ms. Yang Shufen.

No special right was granted to our Pre-IPO
Investor.
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Independence of the Pre-IPO Investor

Ms. Yang Shufen was introduced to our Group in the third quarter of 2019 through Ms.
Zhang Weihui (5%f###), a supervisor of Zhongtian Construction. Ms. Zhang Weihui and Ms. Yang
Shufen have known each other for more than five years since they met on a business occasion in
May 2015. Ms. Yang Shufen has over ten years of working experience as a licensed person for
dealing securities (type 1 regulated activity) under the SFO. It is expected that Ms. Yang Shufen’s
exposure and experience in the local securities market in Hong Kong could contribute to our
Company from an investor’s perspective and share her professional experience. Considering the
prospect of our business, Ms. Yang Shufen invested in our Group using her personal resources. To
the best of our Directors’ knowledge, information and belief and having made all reasonable
enquiries, Ms. Yang Shufen invested in our Group because she appreciates the prospects and
potential growth of our Group. As advised by our PRC Legal Advisers, Ms. Yang invested in Jicai
Trading, an investment holding company which indirectly held interest in our principal operating
subsidiary, and converted Jicai Trading from a domestic company into a foreign-invested enterprise
as part of the Reorganisation. Save for her investment in our Company, Ms. Yang Shufen did not
have any past or present relationships (including, without limitation, family, trust, business,
employment relationships) or any agreements, arrangements or understanding with our Company,
our subsidiaries, Shareholders, Directors or senior management and any of their respective
associates and is an Independent Third Party as at the Latest Practicable Date. As Ms. Yang Shufen
is not a core connected person of our Company, the Shares held by Bizoe (International) will be

counted towards the public float after the Listing.
Sole Sponsor’s confirmation

After reviewing the terms of the Pre-IPO Investment, the Sole Sponsor has confirmed that the
Pre-IPO Investment is in compliance with (i) the Guidance Letter HKEx-GL29-12 (Interim
Guidance on Pre-IPO Investments) issued in January 2012 and updated in March 2017 by the
Stock Exchange as the consideration for the Pre-IPO Investment was all settled more than 28 clear
days before the date of the first submission of the listing application to the Stock Exchange in
relation to the Listing; and (ii) the Guidance Letter HKEx-GL43-12 (Guidance on Pre-IPO
investments) issued in October 2012 and updated in July 2013 and March 2017 by the Stock
Exchange as there are no special rights granted to the Pre-IPO Investor that will survive the

Listing whereas the Guidance Letter HKEx-GL44-12 is not applicable to the Pre-IPO Investment.
CAPITALISATION ISSUE
Conditional upon crediting our Company’s share premium account as a result of the issue of

Shares pursuant to the Listing, our Directors are authorised to capitalise an amount of

HK$3,598,989 standing to the credit of the share premium account of our Company by applying
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such sums towards to pay up in full at par a total of 359,898,900 Shares for allotment and issue,
immediately prior to the Listing, to the Shareholders whose name appear on the register of
members of our Company as of 10 March 2023, on a pro rata basis (subject to rounding to avoid

fractions and odd lots).

CORPORATE STRUCTURE

Corporate structure of our Group immediately prior to the Reorganisation

The following diagram sets out the corporate structure of our Group immediately prior to the

Reorganisation:
79 individual 38 partners 37 partners 39 partners 35 individual
shareholders Note 2 Note 3 Note 4 shareholders
(Note 1) (Note 2) (Note 3) (Note 4) (Note 5)
I I I I
Zhongtlan Zhongtian Weijing Zhongtian Weiyi Zhongttlan
Holdings (PRC) (PRC) Gongying
(PRC) (PRC)
74.97% 3.69% 3.64% 2.87% 14.83%
23 individual Zhongtian Eight individual
equity holders Construction equity holders
(Note 6) (PRC) (Note 7)
49.91% 50.09% 61.40% 38.60%
Kaida Zhongtian
Apparatus Building
(PRC) (PRC)
Notes:

1. Zhongtian Holdings was held by 79 individuals, being Mr. Yang (chairman of our Board) as to 25.24%, Mr. Liu
(our executive Director) as to 6.16%, Mr. Xu Zhongguang (#F#%) (director of Jicai Trading and Hangxiao
Materials) as to 4.90%, Ms. Gan Yinghua (H g (spouse of Mr. Yang) as to 3.88%, Mr. Chen (our executive
Director) as to 2.93%, Mr. Chen Peirun (F15{#) (our senior management member) as to 1.72%, Mr. Shen (our
executive Director) as to 1.31%, Mr. Min (our executive Director) as to 1.30%, Mr. Zhou Xiangyang (J&m]F5)
(director of Kaida Apparatus and Zhongtian Building) as to 0.75%, Ms. Yang Bingquan (#57K/%) (spouse of Mr.
Min) as to 0.37%, Mr. Yang Yong (#5) (director of Kaida Apparatus) as to 0.33%, Mr. Zhou Ping (%) (our
senior management member) as to 0.15% and 67 individuals who are Independent Third Parties including our
employees and ex-employees as to 50.96% in aggregate, out of which Ms. Mei Zugian (1#§H%) held approximately
9.87% and each of the remaining 66 Independent Third Parties held approximately 0.04% to 4.31%.
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Immediately before the Reorganisation, Zhongtian Weijing was held by 38 partners, with Mr. Liu as the general
partner holding 13.71% of partnership interest, and 37 limited partners including Mr. Xu Qi (#%¥) (director of
Zhongtian Building) as to 2.28%, Mr. Yang Yong (#5) (director of Kaida Apparatus) as to 1.44% and 35
individuals who are Independent Third Parties including our employees and ex-employees as to 82.57% in
aggregate, out of which Mr. Ding Yunxiang (7 Z#f) held approximately 6.86%, Mr. Wan Songtao (#5#47%) held
approximately 6.86% and each of the remaining 33 Independent Third Parties held approximately 0.39% to 4.57%.

Immediately before the Reorganisation, Zhongtian Weiyi was held by 37 partners, with Mr. Tan Xuewen (iF£230),
an Independent Third Party, as the general partner holding 9.84% of partnership interest, and 36 limited partners
including Mr. Zhou Ping (JfF) (our senior management member) as to 2.31%, Mr. Long Biwen (HE ) (our
senior management member) as to 4.63%, Mr. Zhou Xiangyang (J[n1F3) (director of Kaida Apparatus and
Zhongtian Building) as to 0.60% and 33 individuals who are Independent Third Parties including our employees
and ex-employees as to 82.62% in aggregate, out of which Mr. Pan Shuilin ({#7K#K) held approximately 9.26%, Mr.
Zhao Wei (%) held approximately 9.26% and each of the remaining 31 Independent Third Parties held
approximately 0.45% to 4.63%.

Immediately before the Reorganisation, Zhongtian Gongying was held by 39 partners, with Ms. Zhang Weihui (5
f5#%), an Independent Third Party, as the general partner holding 11.03% of partnership interest, and 38 limited
partners including Ms. Yang Bingquan (B3¥KJR) (spouse of Mr. Min) as to 6.86%, Mr. Tan Hongjun (FRALE)
(director of Zhongtian Building) as to 2.92% and 36 individuals who are Independent Third Parties including our
employees and ex-employees as to 79.19% in aggregate, out of which Mr. Yin Jieming (BZF&H]) held approximately
7.47%, Mr. Liu Zanjun (¥|3 ) held approximately 5.87%, Mr. Yang Jian (#5#l) held approximately 5.87% and
each of the remaining 33 Independent Third Parties held approximately 0.56% to 3.52%.

The 35 individual shareholders were Mr. Yang (chairman of our Board) as to 2.88%, Mr. Liu (our executive
Director) as to 0.95%, Ms. Gan Yinghua (I/BL#) (spouse of Mr. Yang) as to 0.82%, Mr. Xu Zhongguang (#f85%)
(director of Jicai Trading and Hangxiao Materials) as to 0.75%, Mr. Chen (our executive Director) as to 0.47%, Mr.
Shen (our executive Director) as to 0.37%, Mr. Chen Peirun (FE}5i) (our senior management member) as to
0.28%, Mr. Wu Qian (%%3lf) (director of Kaida Apparatus) as to 0.25%, Mr. Min (our executive Director) as to
0.23%, Ms. Yang Zhonghua (#%9 #€) (spouse of Mr. Chen and sister of Mr. Yang) as to 0.03% and 25 individuals
who are Independent Third Parties including our employees and ex-employees as to 7.80% in aggregate with each
of the Independent Third Parties holding not more than approximately 1.60%.

The 23 individual equity holders were Mr. Zhou Xiangyang (J#[7F5) (director of Kaida Apparatus and Zhongtian
Building) as to 6.00%, Mr. Wu Qian (%) (director of Kaida Apparatus) as to 4.24%, Mr. Yang Yong (¥ 55)
(director of Kaida Apparatus) as to 3.00%, Mr. He Fuyuan (A48 JC) (director of Kaida Apparatus) as to 2.22%, Mr.
Min (our executive Director) as to 1.52% and 18 individuals who are Independent Third Parties including our
employees and ex-employee as to approximately 32.93% in aggregate with Mr. Liu Zhihong (2|7 t) as to 10.00%,
Mr. Yi Yongge (%7K #) as to 6.00% and each of the remaining 16 Independent Third Parties held approximately
0.32% to 4.00%, who are Ms. Li Hongging (ZF4Li4), Ms. Lin Li (#KfE), Mr. Peng Dinghui (3% 4#llf), Mr. Shen
Shixiong (LFFHE), Mr. Tan Zilie (7% - %!), Mr. Wang Dingguo (F &), Mr. Xie Chengming (#f# ), Mr. Yang
Yongwang (¥37KHE), Ms. Zhao Shuming (M #{HH), Mr. Zhou Zhili (J&§i77), Mr. Yan Yunfang (Z#75), Ms. Qu
Xiaohong (PEIEAL), Mr. Zhou Ming (JAH]), Mr. Wang Pengcheng (FHK), Mr. Wu Zhiyang (%2:E#) and Mr.
Yang Bo (B ).

The eight individual equity holders were Mr. Zeng Quan (% ##) (director of Zhongtian Building) as to 9.00%, Mr.
Tan Hongjun (#4LH) (director of Zhongtian Building) as to 7.00%, Mr. Hu Yang (#4#7) (director of Zhongtian
Building) as to 7.00%, Mr. Zhou Xiangyang (J&[a]F5) (director of Kaida Apparatus and Zhongtian Building) as to
5.40%, Mr. Xu Qi (&%) (director of Zhongtian Building) as to 5.00% and three individuals who are Independent
Third Parties including our employees and ex-employee as to 5.20% in aggregate with each of the Independent
Third Parties holding 1.20% to 2.00%, who are Ms. Yi Mulan (% K#), Ms. Yan Tingyan (75 #Z%i) and Mr. Zhang
Xueli (GRE:H).
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Corporate structure of our Group immediately after the Reorganisation and the Pre-IPO

Investment but prior to the Capitalisation Issue and the Global Offering

The following diagram shows the corporate structure of our Group immediately after the
Reorganisation and the Pre-IPO Investment but prior to the Capitalisation Issue and the Global

Offering:

79 individual Individual 25 individual Ms. Yan
shareholders shareholders shareholders Silu feng
(Notes 1 and 2) (Notes 1 and 2) (Notes 1 and 2)
ZT (A) 11 BVI ZT v Bizoe
(BVI) companies (BVI) (International)
(Note 3) (BVI)
‘ 74.16% ‘ 17.03% 7.72% 1.09%
Our Company
(Cayman Islands)
[ 100%
Head Sage
(BVI)
[ 100%
Zhongtian HK
(HK)
Offshore
o w0o% |
Onshore
Zhaolin Trading
(PRC)
[ 99.99%
L. j 0.01%
Jicai Trading
(PRC)
[ 100%
Hangxiao Materials Nine individual
(PRC) shareholders
(Notes 2 and 4)
| 99.50% 0.50%
23 1nd1v1dual Zhongtian Construction ElghF individual
equity holders (PRC) equity holders
(Notes 2 and 5) (Notes 2 and 6)
’ 43.01% 56.99% ‘ 61.40% 38.60% ‘
Kaida Apparatus Zhongtian Building
(PRC) (PRC)
100%
Zhongtian Steel Structure
Construction
(PRC)
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Notes:

Please refer to the paragraph headed “The individual shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT (E), ZT
(F), ZT (G), ZT (H), ZT (), ZT (J), ZT (K), ZT (L) and ZT (M)” in this section for the identities and shareholding
of the individual shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (1), ZT (J),
ZT (K), ZT (L) and ZT (M).

There is no acting-in-concert arrangement among such individuals and none of such individuals holds their interests

in such entities under trust arrangement on behalf of other persons.

Immediately after the Reorganisation and the Pre-IPO Investment but before the Capitalisation Issue and the Global
Offering, our Company was owned as to approximately 3.64% by ZT (B), 3.60% by ZT (C), 2.84% by ZT (D),
3.66% by ZT (E), 0.94% by ZT (F), 0.74% by ZT (G), 0.49% by ZT (H), 0.36% by ZT (I), 0.28% by ZT (J), 0.23%
by ZT (K) and 0.25% by ZT (L), respectively. These 11 BVI companies are in aggregate owned by 123 individual
shareholders, including 17 individuals who are directors or senior management members of our Group or their
associates. ZT (B), ZT (C) and ZT (D) are owned as to approximately 17.37%, 7.55% and 9.78% in aggregate by
the directors or senior management members of our Group or their associates, respectively. ZT (E), ZT (F), ZT (G),
ZT (H), ZT (1), ZT (J), ZT (K) and ZT (L) are wholly owned by directors or senior management members of our
Group or their associates. For further details, please refer to the section headed “The individual shareholders of ZT
(A), ZT (B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (I), ZT (), ZT (K), ZT (L) and ZT (M)” in this
section.

The nine individual shareholders are the directors, supervisors and senior management members of Zhongtian
Construction, namely Mr. Yang (chairman of our Board) as to 0.17%, Ms. Mei Zuqian (#§4H1%) (supervisor of
Zhongtian Construction) as to 0.10%, Mr. Liu (our executive Director) as to 0.06%, Ms. Zhang Weihui (5RA##)
(supervisor of Zhongtian Construction) as to 0.05%, Mr. Yang Haijun (}3¥5) (supervisor of Zhongtian
Construction) as to 0.04%, Mr. Chen (our executive Director) as to 0.03%, Mr. Shen (our executive Director) as to
0.02%, Mr. Chen Peirun (Fi#%iH) (our senior management member) as to 0.02% and Mr. Min (our executive
Director) as to 0.01%.

The 23 individual equity holders, being Mr. Wu Qian (5% 3lft) (director of Kaida Apparatus) as to 5.39%, Mr. Zhou
Xiangyang (J&[7]B%) (director of Kaida Apparatus and Zhongtian Building) as to 4.62%, Mr. Yang Yong (% 5)
(director of Kaida Apparatus) as to 3.00%, Mr. He Fuyuan (Al JC) (director of Kaida Apparatus) as to 2.22%, Mr.
Min (our executive Director) as to 1.17% and 18 individuals who are Independent Third Parties including our
employees and ex-employee as to 26.61% in aggregate with Mr. Liu Zhihong (#/i5#%) as to approximately 7.69%
and each of the remaining 17 Independent Third Parties held approximately 0.24% to 4.62%, who are Mr. Yi
Yongge (%7K %), Ms. Lin Li (#£F), Mr. Peng Dinghui (34411, Mr. Shen Shixiong (L), Mr. Tan Zilie (% 1
Z), Mr. Wang Dingguo (FE ), Mr. Xie Chengming (i#l# ), Mr. Yang Yongwang (#;7KE), Ms. Zhao Shuming
(GES W), Mr. Yan Yunfang (Z3#E735), Mr. Zhou Ming (J&I#H), Mr. Wang Pengcheng (FHHM), Mr. Wu Zhiyang (5%
), Mr. Yang Bo (F5i%), Mr. Pan Guohui (V& B K, Ms. Rong Hua (%%#) and Ms. Zhou Mengnan ().

The eight individual equity holders, being Mr. Zeng Quan (¥4 #£) (director of Zhongtian Building) as to 9.00%, Mr.
Tan Hongjun (FEALE) (director of Zhongtian Building) as to 7.00%, Mr. Hu Yang (#1#5) (director of Zhongtian
Building) as to 7.00%, Mr. Zhou Xiangyang (J&[5F;) (director of Kaida Apparatus and Zhongtian Building) as to
5.40%, Mr. Xu Qi (#8¥) (director of Zhongtian Building) as to 5.00% and three individuals who are Independent
Third Parties including our employees and ex-employee as to 5.20% in aggregate with each of the Independent
Third Parties holding 1.20% to 2.00%, who are Ms. Yi Mulan (% K#), Ms. Yan Tingyan (75 #2%i) and Mr. Zhang
Xueli (GRE:HL).
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Corporate structure of our Group immediately after the Reorganisation and upon Listing

The shareholding and corporate structure of our Group immediately upon completion of the

Capitalisation Issue and the Global Offering (without taking into account any shares of our

Company which may be issued upon exercise of the Over-allotment Option or any option which

may be granted under the Share Option Scheme) is set out in the below diagram:

79 individual Individual 25 individual Ms. Yan
shareholders shareholders shareholders Shu feng
(Notes 1 and 2) (Notes 1 and 2) (Notes 1 and 2)
ZT (A) 11 BVI ZT M) Bizoe Other public
(BVI) companies (BVI) (International) shareholders
(Notes 3 and 4) (Note 4) (BVI)
[ 55.62% [1277% 5.79% [0.82% 25.00%
Our Company
(Cayman Islands)
[ 100%
Head Sage
(BVI)
[ 100%
Zhongtian HK
(HK)
ffsh
R 17 S SN ofhore
Onshore
Zhaolin Trading
(PRC)
[ 99.99%
Jicai Trading 0.01%
(PRC)
[ 100%
Hangxiao Materials Nine individual
(PRC) shareholders
(Notes 2 and 5)
’ 99.50% 0.50%
23 ¥nd1V1dua1 Zhongtian Construction ElghF individual
equity holders (PRC) equity holders
(Notes 2 and 6) (Notes 2 and 7)
’ 43.01% 56.99% ’ 61.40% 38.60%
Kaida Apparatus Zhongtian Building
(PRC) (PRC)
100%

Zhongtian Steel Structure
Construction
(PRC)
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Notes:

Please refer to the paragraph headed “The individual shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT (E), ZT
(F), ZT (G), ZT (H), ZT (1), ZT (J), ZT (K), ZT (L) and ZT (M)” in this section for the identities and shareholding
of the individual shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (I), ZT (J),
ZT (K), ZT (L) and ZT (M).

There is no acting-in-concert arrangement among such individuals and none of such individuals holds their interests
in such entities under trust arrangement on behalf of other persons.

Immediately upon completion of the Capitalisation Issue and the Global Offering (without taking into account any
shares of our Company which may be issued upon exercise of the Over-allotment Option or any option which may
be granted under the Share Option Scheme), our Company would be owned as to approximately 2.74% by ZT (B),
2.70% by ZT (C), 2.13% by ZT (D), 2.74% by ZT (E), 0.70% by ZT (F), 0.56% by ZT (G), 0.37% by ZT (H),
0.27% by ZT (1), 0.20% by ZT (J), 0.17% by ZT (K) and 0.19% by ZT (L), respectively. These 11 BVI companies
are in aggregate owned by 123 individual shareholders, including 17 individuals who are directors or senior
management members of our Group or their associates. ZT (B), ZT (C) and ZT (D) are owned as to approximately
17.37%, 7.55% and 9.78% in aggregate by the directors or senior management members of our Group or their
associates, respectively. ZT (E), ZT (F), ZT (G), ZT (H), ZT (I), ZT (J), ZT (K) and ZT (L) are wholly owned by
directors or senior management members of our Group or their associates. For further details, please refer to the
section headed “The individual shareholders of ZT (A), ZT (B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H),
ZT (), ZT (J), ZT (K), ZT (L) and ZT (M)” in this section.

There is no shareholders agreement among ZT (B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (1), ZT (),
ZT (K), ZT (L) and ZT (M) nor among their respective individual shareholders regarding the arrangement or
restriction on the disposal of our Shares or shares in the respective BVI companies. Any decision to dispose any of
our Shares by ZT (B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (1), ZT (I), ZT (K), ZT (L) or ZT (M)
after Listing will be made according to the board of directors of each of the BVI companies.

The nine individual shareholders are our directors, supervisors and senior management members of Zhongtian
Construction, namely Mr. Yang (chairman of our Board) as to 0.17%, Ms. Mei Zuqian (H§#1%) (supervisor of
Zhongtian Construction) as to 0.10%, Mr. Liu (our executive Director) as to 0.06%, Ms. Zhang Weihui (SRARNE)
(supervisor of Zhongtian Construction) as to 0.05%, Mr. Yang Haijun (#¥#8%) (supervisor of Zhongtian
Construction) as to 0.04%, Mr. Chen (our executive Director) as to 0.03%, Mr. Shen (our executive Director) as to
0.02%, Mr. Chen Peirun (B#%i#) (our senior management member) as to 0.02% and Mr. Min (our executive
Director) as to 0.01%.

The 23 individual equity holders, being Mr. Wu Qian (% ff) (director of Kaida Apparatus) as to 5.39%, Mr. Zhou
Xiangyang (JH[7F%) (director of Kaida Apparatus and Zhongtian Building) as to 4.62%, Mr. Yang Yong (#%5)
(director of Kaida Apparatus) as to 3.00%, Mr. He Fuyuan (fi[4fiJC) (director of Kaida Apparatus) as to 2.22%, Mr.
Min (our executive Director) as to 1.17% and 18 individuals who are Independent Third Parties including our
employees and ex-employee as to 26.61% in aggregate with Mr. Liu Zhihong (#/i5%) as to approximately 7.69%
and each of the remaining 17 Independent Third Parties held approximately 0.24% to 4.62%, who are Mr. Yi
Yongge (%7K %), Ms. Lin Li (#£F), Mr. Peng Dinghui (32 44/1#), Mr. Shen Shixiong (L), Mr. Tan Zilie (% F
Z1), Mr. Wang Dingguo (FZ ), Mr. Xie Chengming (#if# ), Mr. Yang Yongwang (#37KHE), Ms. Zhao Shuming
(B H), Mr. Yan Yunfang (Z#EJ5), Mr. Zhou Ming (JAB), Mr. Wang Pengcheng (), Mr. Wu Zhiyang (%
H ), Mr. Yang Bo (F51), Mr. Pan Guohui (7% El##), Ms. Rong Hua (4%3£) and Ms. Zhou Mengnan (J¥#79).

The eight individual equity holders, being Mr. Zeng Quan (¥4 #£) (director of Zhongtian Building) as to 9.00%, Mr.
Tan Hongjun (FHLALH) (director of Zhongtian Building) as to 7.00%, Mr. Hu Yang (i) (director of Zhongtian
Building) as to 7.00%, Mr. Zhou Xiangyang (Jil[F5) (director of Kaida Apparatus and Zhongtian Building) as to
5.40%, Mr. Xu Qi (#%Ff) (director of Zhongtian Building) as to 5.00% and three individuals who are Independent
Third Parties including our employees and ex-employee as to 5.20% in aggregate with each of the Independent
Third Parties holding 1.20% to 2.00%, who are Ms. Yi Mulan (% A ), Ms. Yan Tingyan (7 JZ¥) and Mr. Zhang
Xueli (GREH).
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(c)  Mr. Chen is the spouse of Ms. Yang Zhonghua. Under the SFO, Mr. Chen and Ms. Yang Zhonghua are deemed to
be interested in the shares in which each other is interested. As such, Mr. Chen and Ms. Yang Zhonghua are both
deemed to be interested in 2.93% of the shareholding of ZT (A) and 100.00% of the shareholding of ZT (H).

(d)  Mr. Min is the spouse of Ms. Yang Bingquan. Under the SFO, Mr. Min and Ms. Yang Bingquan are deemed to be
interested in the shares in which each other is interested. As such, Mr. Min and Ms. Yang Bingquan are both
deemed to be interested in 1.67% of the shareholding of ZT (A), 6.86% of the shareholding of ZT (D) and 100.00%
of the shareholding of ZT (K).

(e) ZT (A), our Controlling Shareholder, has given non-disposal undertakings pursuant to Rule 10.07 of the Listing
Rules as well as the Hong Kong Underwriting Agreement in respect of our Shares for an aggregate period of 12
months from the Listing Date. Please refer to the section headed “Underwriting — Underwriting arrangements and
expenses — Undertakings to the Stock Exchange pursuant to the Listing Rules — Undertakings by our Controlling
Shareholder” and “Underwriting — Underwriting arrangements and expenses — Undertakings pursuant to the Hong
Kong Underwriting Agreement — Undertakings by our Controlling Shareholder” in this prospectus for further
details.

(f)  Each of ZT (B), ZT (C), ZT (D), ZT (E), ZT (F), ZT (G), ZT (H), ZT (I), ZT (), ZT (K), ZT (L) and ZT (M) has
voluntarily given non-disposal undertaking in respect of our Shares for a period of six months from the Listing
Date. Please refer to the section headed “Underwriting — Underwriting arrangements and expenses — Voluntary
undertakings by our existing Shareholders other than the Controlling Shareholder and Bizoe (International)” in this
prospectus for further details.

(g)  Each of the individual shareholders of ZT (A) and ZT (E) has voluntarily given non-disposal undertaking in respect
of the shares of ZT (A) and/or ZT (E) as well as our Shares for a period of 12 month from the Listing Date. Please
refer to the section headed “Underwriting — Underwriting arrangements and expenses — Voluntary undertakings
by the individual shareholders of ZT (A) and ZT (E)” in this prospectus for further details.

(h) Ultimate individual shareholders of ZT (B), ZT (C), ZT (D), ZT (F), ZT (G), ZT (H), ZT (1), ZT (), ZT (K), ZT
(L) and ZT (M) are not subject to lock up in respect of their shares in such BVI companies.

In respect of the individual shareholders who are Independent Third Parties, save for the
relationships set out in the table above and their respective shareholding interests in our Group,
they did not have any past or present relationships (including business, employment, family, trust
or financing relationships) with our Company or any of its subsidiaries, Shareholders, Directors or
senior management or any of their respective associates. None of the individual shareholders of
ZT(A) and ZT(E) has any interest apart from the business of our Group which competes or is

likely to compete, directly or indirectly, with the business of our Group.

Due to the major historical development of our Group set forth below, the individual
shareholders of our Group and Ms. Yang Shufen hold their interests through 14 investment
vehicles, and various individual shareholders of our Group are holding their interests in our
Company through multiple investment vehicles. Our Directors confirm that such arrangement was
merely developed based on our historical shareholding structure and was not for dividing the
interests of an individual shareholder for circumvention of the requirements regarding controlling

shareholders under the Listing Rules:
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In respect of ZT (A), ZT (B), ZT (C) and ZT (D)

. Zhongtian Construction was initially established as a collectively-owned enterprise (484 Ui
il 2£) in 1979 and was converted into a limited liability company in April 2004. At the
time of the conversion, a number of employees (including directors and senior management
members) and ex-employees of Zhongtian Construction became its ultimate shareholders.
According to the F&S Report, it is common for companies converted from collectively-owned
enterprises to limited liability companies to have a large number of employees (including
directors and members of senior management) and ex-employees as their shareholders, and it
is common for such shareholders to hold their interests together through investment

vehicle(s).

In 2010, Zhongtian Holdings was set up as the holding company of Zhongtian Construction.
Immediately before the Reorganisation, Zhongtian Holdings was owned by 79 individual
shareholders and the directors of Zhongtian Holdings were Mr. Yang, four shareholders of
Zhongtian Holdings, namely Mr. Tang Qixiong (i), Ms. Zhang Weihui (JR{##), Mr.
Tan Xuewen (£ 3() and Ms. Huang Yonghua (# 7K #£), and two Independent Third Parties,
namely Mr. Xiong Lixiang (8637.#f) and Mr. Tang Jie (&4).

According to the Partnership Enterprise Law of the PRC and our PRC Legal Advisers, a
limited partnership enterprise shall be established by not less than 2 but not more than 50
partners, unless it is otherwise provided by law, and shall have at least one general partner.
Since the Employee’s Union Committee had more than 100 members in November 2015, the
members of Employee’s Union Committee resolved to establish three limited partnerships,
namely Zhongtian Weijing, Zhongtian Weiyi and Zhongtian Gongying, out of the capital
contribution in Zhongtian Construction held by the Employee’s Union Committee in
November 2015 in preparation of the application for the quotation of the shares of Zhongtian
Construction on the NEEQ.

Against such background and subsequent to a number of capital increases and equity transfers
since 2004, most of the individual shareholders held interests in our Group indirectly through
Zhongtian Holdings, Zhongtian Weijing, Zhongtian Weiyi and Zhongtian Gongying before the

Reorganisation.

. As part of the Reorganisation, ZT (A) was incorporated by the original shareholders of
Zhongtian Holdings as their investment vehicles. Immediately upon completion of the
Reorganisation, the shareholders and composition of the board of directors of ZT (A) are the
same as those of Zhongtian Holdings, and the shareholders’ respective shareholdings in ZT

(A) are proportional to those in Zhongtian Holdings.
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As part of the Reorganisation, ZT (B), ZT (C) and ZT (D) were incorporated by the original
partners of Zhongtian Weijing, Zhongtian Weiyi and Zhongtian Gongying as their investment
vehicles. Immediately upon completion of the Reorganisation, the shareholders’ respective
shareholdings in ZT (B), ZT (C) and ZT (D) are proportional to their respective partnership
interest (subject to rounding) in Zhongtian Weijing, Zhongtian Weiyi and Zhongtian

Gongying immediately before the Reorganisation.

In respect of ZT (E), ZT (F), ZT (G), ZT (H), ZT (I), ZT (J), ZT (K), ZT (L) and ZT (M)

. In April 2004 when Zhongtian Construction was converted into a limited liability company,
according to the then articles of association of the Employee’s Union Committee, equity
holders who contributed less than RMB100,000 to the capital of Zhongtian Construction
could become a member of the Employee’s Union Committee. Thus, equity holders who
contributed more than RMB100,000 to capital of Zhongtian Construction hold their interests

in Zhongtian Construction directly.

In January 2016, Zhongtian Construction merged with Hengji Asset Management and the
original equity holders of Hengji Asset Management became direct individual equity holders
of Zhongtian Construction after the merger. For details, please refer to the paragraph headed

“Our principal subsidiaries — Zhongtian Construction” in this section.

Against such background and subsequent to a number of capital increases and equity transfers
since 2004, some individual shareholders held interests in Zhongtian Construction directly

before the Reorganisation.

. As part of the Reorganisation, ZT (E), ZT (F), ZT (G), ZT (H), ZT (I), ZT {J), ZT (K), ZT
(L) and ZT (M) were incorporated by the individual shareholders of Zhongtian Construction
who held shares of Zhongtian Construction directly before the Reorganisation, as their
investment vehicles. The shareholding of our Company held by such BVI companies was
proportional to that of their respective shareholders before the Reorganisation. For ease of
administration, such individual shareholders who are spouses hold their Shares together in an
investment vehicle and all of such individual shareholders who are Independent Third Parties

including our employees and ex-employees hold their Shares together through ZT (M).

In respect of Bizoe (International)

. Furthermore, Bizoe (International) was incorporated by our Pre-IPO Investor, Ms. Yang

Shufen, as her investment vehicle.
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While various individual shareholders of our Group are holding their interests in our
Company through more than one investment vehicle, as at the Latest Practicable Date, none of the
individual shareholders together with his/her close associates controls 30% or more of the
aggregate interest of our Company.

PRC REGULATORY ISSUES RELATING TO THE REORGANISATION
Compliance with M&A Rules

Under the M&A Rules, a foreign investor is required to obtain approvals from competent
authorities when a foreign investor (i) acquires equity in a domestic non-foreign invested
enterprise thereby converting it into a foreign-invested enterprise, or subscribes for new equity in a
domestic enterprise via an increase of registered capital thereby converting it into a
foreign-invested enterprise; or (ii) subscribes the increased capital of a domestic enterprise so as to
convert the domestic enterprise into a foreign-invested enterprise; or (iii) establishes a
foreign-invested enterprise which purchases and operates the assets of a domestic enterprise, or
(iv) purchases the assets of a domestic enterprise and injects those assets to establish a foreign
invested enterprise. According to the M&A Rules, where a domestic company or enterprise, or a
domestic natural person, through an overseas company established or controlled by it/him/her,
acquires a domestic company which is related to or connected with it/him/her, approval from
MOFCOM is required.

As advised by our PRC Legal Advisers, (1) given that Ms. Yang Shufen is a natural person of
foreign nationality and was not connected with our Group before her subscription of approximately
1.09% of the equity interest in Jicai Trading, no approval from MOFCOM is required in respect of
her subscription of the equity interest in Jicai Trading as the subscription was not subject to the
relevant articles of the M&A Rules and Jicai Trading has been converted from a domestic company
into a foreign-invested enterprise immediately after such subscription by Ms. Yang Shufen; and (2)
the acquisitions of the equity interest in Jicai Trading by Zhongtian HK and Zhaolin Trading were
not subject to the M&A Rules because Jicai Trading was a foreign-invested enterprise at the time
of the acquisitions of the equity interest by Zhongtian HK and Zhaolin Trading. Accordingly, the
said acquisitions were not subject to any prior approval from CSRC under the M&A Rules.

Compliance with the SAFE Circular No. 37 and SAFE Circular No. 13

As advised by our PRC Legal Advisers, all indirect individual shareholders of our Company
who are PRC residents have completed their registration under SAFE Circular No. 37 and SAFE
Circular No. 13 on 1 April 2020.

Our PRC Legal Advisers further confirmed that all necessary approvals, permits and licences
required under the PRC laws and regulations in connection with the Reorganisation and equity
interest transfer in respect of the PRC subsidiaries in our Group as set out in this section have
been obtained, and the Reorganisation has complied with all applicable PRC laws and regulations
in all material respects.
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OVERVIEW

We are a general contracting construction group in Hunan Province with over 40 years of
operating history. According to the F&S Report, we (i) were one of the top ten non-state owned
construction enterprises in terms of construction revenue in 2021 among 3,438 non-state owned
construction enterprises in Hunan Province with a market share of approximately 0.2% in 2021;
and (ii) ranked the fifth among 302 non-state owned construction enterprise with first grade
general contractor qualification in Hunan Province in terms of construction revenue in 2021, with
a market share of approximately 0.4% in 2021. In 2021, Hunan Province accounts for
approximately 4.5% of the market size of construction industry in the PRC. We possess six
first-grade construction qualifications: (i) first-grade qualification in building construction general
contracting (EE5E L TR S HK); (ii) first-grade qualification in municipal and public
construction general contracting (M7 B H THE il AR Z4); (iii) first-grade qualification in
building renovation and decoration specialised contracting (FEEEHEIEF A TR HEREZH); (iv)
first-grade qualification in steel structure construction specialised contracting (4% TF2 2 37K
fZ#]); (v) first-grade qualification in foundation construction specialised contracting (b3 R
THREFERMSH); and (vi) first-grade qualification in lifting equipment installation construction
specialised contracting (5 S %4 TFEHZER 15 H). We also possess six other second-grade
and third-grade contracting qualifications covering aspects such as electrical and mechanical
construction, curtain wall construction, highway construction, water resources and electric power
construction and environmental protection construction. For details, please refer to the paragraph

headed “Licences, Qualifications and Permits™ in this section.

We were granted various awards for achieving high standards in construction quality,
including the National Quality Project Silver Award (B Z {88 TFEHVE 4%), the Furong Prize (3
#¢4%), the highest honour for construction quality in Hunan Province awarded by Hunan
Construction Industry Association (WiFg# #5E¥# W), and Shennong Prize (ff24%), being the
highest honour for construction quality in Zhuzhou awarded by Zhuzhou Construction Industry
Association (FRINTT %2R &). In addition, we were also awarded various accolades in
recognition of our emphasis on work safety, such as four of our completed projects being
recognised as the Standardised Construction Project Safety Construction Sites for National
Exchange Study (4B # [ A0 45528 A2 i i dl sk TARIH A il T4 2R e L TH) in 2017,
2018, 2020 and 2022, respectively, for our effort in adopting and implementing the standardised
construction safety system. For details of the accolades obtained by our Group, please refer to the

paragraph headed “Our Business Operations — Awards and recognitions” in this section.

During the Track Record Period, we primarily focused on the provision of construction
services comprising: (i) civil building construction services, provision of construction contracting
mainly as general contractor for residential, industrial and commercial construction projects; (ii)
municipal works construction services which mainly consisted of construction of urban roads,

education institutions, sports stadiums and water supply works; (iii) foundation works services
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which include foundation construction as well as earthwork construction; (iv) prefabricated steel
structure construction services; and (v) other specialised contracting works which includes building
renovation and decoration construction specialised contracting. We provide comprehensive
construction services to customers throughout the construction process from project procurement,
management, construction to supervision and to a lesser extent, we also engage in provision of

construction machinery and equipment service.

Being the fifth-ranked non-state owned construction enterprise with first grade general
contractor qualification in Hunan Province in terms of construction revenue in 2021 and having an
operating history of over 40 years, we are well-positioned to benefit from the continuous
development of Hunan Province and have built a successful track record in the construction
industry of Southern China. Leveraging on our industry experience, we tapped into Hainan
Province market since 2010 and currently we have 24 branch offices across various provinces in
the PRC as at the Latest Practicable Date.

Leveraging on our construction expertise accumulated during over 40 years of operating

history, we have participated in the construction of the following notable projects in recent years:

Progress as at the

Project Name Description of project Project Type Latest Practicable Date
Langting Lanjiang Main High-rise building with a total height of 183.5 Civil building Completed in
Structure® (FiZEEIT) metres and a total construction area of 118,198m* construction FY2021

in Zhuzhou, which was recognised by the Zhuzhou
Construction Industry Association (b7l 5
[ ) in April 2020 as the tallest
construction-in-progress building in Zhuzhou

Zhongtian Hangxiao Steel A prefabricated steel structure plant together with a  Prefabricated steel Completed in

Structure Prefabricated steel structure research and development structure FY2021
Building Base Phase I integrated building with 11 floors and a total construction
Construction and R&D construction area of approximately 47,559.2m” in
Building* (" KHi Zhuzhou
SR A R R (—
) TREAFLBHE)
Dongfang Xin’an Social housing in Hainan Province, with a total Civil building On-going
Homeland (Phase II)* construction area of 257,278m> construction

RO R LR (M)
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Project Name

Description of project

Project Type

Progress as at the
Latest Practicable Date

Tongdao County Sports
Stadium* (HEHEF
)

Chunteng Village*
(R /1N

Zhuzhou Jianning
International
Experimental College
Phase IT* (PR 7 %
I P B A (e
i) =)

Qi Bo Yuan Xing Xiang
Dian and Second-Hand
Vehicles Trading
Centre* (RIHETY 45
MEF R D)

Zhong’ou Kun Lun
Shoufu Phase I

Construction (e

wEN— 0 THE)

A sports stadium in Tongdao Dong Autonomous

County of Hunan Province with a total
construction area of 20,805m?, comprising sports
stadium, swimming pool, sports ground and

ancillary facilities

A group of residential buildings in Zhuzhou

comprising 22 blocks with a total construction
area of 292,568m>, among which the East Lot
(Blocks 10-13 together with the basement) and
Phase III were both recognised as the Standardised
Construction Project Safety Construction Sites for
National Exchange Study (4 2 # & 414k 58 2
Y E sk TREIE F M T % 2 s AR I T o) by the
Construction Safety Branch of the China
Construction Industry Association (!B &5 i}
GHEL27) and Block 13 was being
awarded the Hunan Province Outstanding
Construction Project (I F & B8 TH2)

Phase II of a college in Zhuzhou with a total

construction area of 18,911m?, comprising a sports
stadium, library and art gallery, which was being
awarded the Hunan Province Outstanding
Construction Project (i Fi & 88 T#2)

The largest trading centre for vehicles in Zhuzhou as

recognised by the Zhuzhou Construction Industry
Association (PRI T HEEEE &) on 22 May 2020,
with a total construction area of approximately
51,424.8m’

A group of residential buildings in Zhuzhou with a

total construction area of 150,757m?, which was
being recognised as the Hunan Province
Construction Industry New Technology
Application Demonstration Construction (5 &

e &5 iy AR
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Civil building
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Municipal works

construction

Civil building
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Civil building

construction

On-going

Phase III completed
in FY2020 and
other parts still

on-going

Completed in
FY2019

Completed in
FY2019

(Note)

Completed in
FY2018
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Progress as at the

Project Name Description of project Project Type Latest Practicable Date
Lai Yin Village* (#%/h A group of residential buildings with total Civil building Completed in the
ﬁ) construction area of 308,651m? in Zhuzhou, construction year ended 31
among which Block 29 was accredited as December 2017

AAA-level Safe and Civilized Standard
Construction Site (AAAS %2 SCHHIEHEAL T i)
by the China Construction Industry Association
(PRS2 &) while Blocks 30, 31 and 32
were awarded the Hunan Province Outstanding
Construction Project (I F & B8 T12)

Note: Qi Bo Yuan Xing Xiang Dian and Second-Hand Vehicles Trading Centre* (VA1 [EE G5 K —FHALS F.0>)
project comprises the Second-Hand Vehicles Trading Centre* (. FH 285 H1.L>) project and the Xing Xiang Dian*
(%4J) project, which were completed in the year ended 31 December 2018 and FY2019 respectively according

to the respective project completion inspection certificate.

We have been dedicated to R&D for improvement in our construction know-how essential for
the advancement of our construction efficiency and quality, which in turn enhance our
competitiveness with the industry. For details, please refer to the paragraph headed “Our Business

Operations — R&D and know-how” in this section.

Our business and scale of operations grew steadily over the years. Our total revenue
increased by approximately RMB1.5 million from approximately RMB1,821.9 million in FY2019
to approximately RMB1,823.4 million in FY2021. We also recorded substantial growth in our
profit with our profit and total comprehensive income for the year, which increased by
approximately RMBI11.0 million, from approximately RMBS50.9 million in FY2019 to
approximately RMB61.9 million in FY2021, representing a CAGR of approximately 10.3%. For
3Q2021 and 3Q2022, our total revenue also increased from approximately RMB1,325.4 million to
approximately RMB1,366.0 million, and our profit and total comprehensive income also increased

from approximately RMB47.8 million to approximately RMBS51.2 million during the same period.

With our over 40 years of operating history and experience in the construction industry, our
experienced management team, our technical excellence as supported by our broad range regulated
construction qualifications, in-house R&D capability, we are confident that we are able to capture

growth opportunities in the PRC construction industry.
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COMPETITIVE STRENGTHS

We believe we have the following competitive strengths which differentiate our Group from

our competitors:
We have long operating history in Hunan Province

We are a general contracting construction group in Hunan Province with over 40 years of
operating history. According to the F&S Report, we were (i) the fifth-ranked non-state owned
construction enterprise with first grade general contractor qualification in Hunan Province, in
terms of revenue generated from construction contracting business in 2021; and (ii) one of the top
ten non-state owned construction enterprises in Hunan Province in terms of construction revenue
in 2021. Throughout our four decades of experience in the construction industry, we have
expanded from Hunan Province and have established presence across various provinces in
Southern China. As at the Latest Practicable Date, we have established 24 branch offices in
different cities in Hunan Province, Hainan Province, Hubei Province, Fujian Province and
Guangdong Province in the PRC to expand our exposures in different regions of the Southern
China.

During the Track Record Period, we were engaged in 307 projects and recognised a total
revenue of approximately RMB6,781.2 million from construction contracts. As at 30 September
2022, we had 143 on-going projects with an aggregate original contract sum of approximately
RMBS,701.6 million.

We believe by leveraging our construction expertise accumulated during our over 40 years of
operating history in Hunan Province, we would continue to grow and expand our market share in

the industry.

We leverage our broad range of regulated qualifications to undertake a wide range of

construction projects

The construction contracting industry in the PRC is highly regulated. We possess a broad
range of regulated qualifications in the construction industry, covering various construction
categories. As at the Latest Practicable Date, we possess six first-grade construction qualifications:
(i) first-grade qualification in building construction general contracting (FE&5E L2 L3RS
#%); (ii) first-grade qualification in municipal and public construction general contracting (T B{Z
A L THR S RK); (iii) first-grade qualification in building renovation and decoration
specialised contracting (EEFFAE KA TREHEREFTM); (iv) first-grade qualification in steel
structure construction specialised contracting (S%5HE LFEHERETH), (v) first-grade
qualification in foundation construction specialised contracting (Mh3EI3EHE T2 B 2E /KA SH); and
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(vi) first-grade qualification in lifting equipment installation construction specialised contracting
CEEEE R 2o TR FERMWS ). We also possess six other second-grade and third-grade
contracting qualifications covering different aspects such as electrical and mechanical construction,
curtain wall construction, environmental protection construction. For details, please refer to the

paragraph headed “Licences, Qualifications and Permits” in this section.

These qualifications allow us to undertake a variety of civil building construction and
municipal works construction for general construction as well as various specialised construction

projects and provide us with competitive edge over our competitors.

We are a renowned market player in the construction industry in Hunan Province as

demonstrated by numerous awards accredited to us

We have been granted various awards for achieving high standards in construction quality,
including National Quality Project Silver Award (BB H TR %), the Furong Prize (F£%%
#%), the highest honour for construction quality in Hunan Province awarded by Hunan
Construction Industry Association (A EFEEWE) and Shennong Prize (2 4%), the highest
honour for construction quality in Zhuzhou awarded by Zhuzhou Construction Industry
Association® (BRI T 5E 214 ). In addition, we were granted various accolades in recognition
of our emphasis on work safety such as four of our completed projects being recognised as one of
the Standardised Construction Project Safety Construction Sites for National Exchange Study (%
I 5 2] AL A B ) A i e AR H b T AR EE AR YE(L Tl in 2017, 2018, 2020 and 2022,
respectively, for our effort in adopting and implementing the standardised construction safety
system. We have also been awarded a number of awards by government authorities in recognition
of our credibility. During the Track Record Period, we have been rated as Grade A Tax Credit Unit
(M BifE FHAS#.A7) by Hunan Province State Administration of Taxation of the PRC (W7 & B X
Fi¥5 4 /%) and Hunan Province Local Administration of Taxation (178 & b /7 Bi %5 J&). For details,
please refer to the paragraph headed “Our Business Operations — Awards and recognitions” in this

section for more accolades obtained by our Group.

We obtained a vast majority of our projects through tendering, including public tendering and
tender by invitation. We believe our renowned reputation in Southern China construction industry
as demonstrated by the numerous accolades accredited to us can provide us with competitive edge

over our competitors to secure new construction contracts from existing and potential customers.
We possess R&D capabilities and expertise in developing know-how for construction use
We are committed to developing and adopting innovative construction know-how for the goal

of increasing our construction efficiency and quality, which in turn enhance our competitiveness

within the construction industry. As at the Latest Practicable Date, our R&D department has 6
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employees. We have also been engaged in R&D continuously and researched on R&D topics
covering different aspects such as prefabricated construction method, which is one of the green
building technologies, and foundation works construction methods during the Track Record Period,
which were implemented in our construction process. For FY2019, FY2020, FY2021 and 3Q2022,
our total R&D expenses amounted to approximately RMB60.8 million, RMB54.1 million,
RMB56.7 million and RMB42.1 million, respectively, for the purpose of improving our
construction methods and our know-how of our construction process. As our Group believes that
the R&D activities will bring long-term benefits to our Group, our Group devoted substantial
resources in R&D activities, developed 31 patents, and undertook 121 R&D topics during the
Track Record Period and up to the Latest Practicable Date. For details, please refer to the

paragraph headed “Our Business Operations — R&D and know-how” in this section.

In recognition of our R&D capabilities, achievements and initiatives, Zhongtian Construction,
our principal subsidiary has been accredited the status of High and New Technology Enterprise
(BB BT 2E) since 2018, and has been enjoying a preferential EIT rate of 15% (as compared to
the standard EIT rate of 25%).

We believe that our dedicated effort in R&D and our construction expertise experience
accumulated through our long history allow us to detect and adapt to the changing market trends
and our customers’ needs, keep ourselves abreast of the evolving technological advancements in
the construction industry and differentiate ourselves from our competitors, which in turn further

strengthens our market position.

We are well-positioned to embrace the latest development trend of prefabricated construction
method and EPC model in the PRC

We strive to enhance our competitiveness through leveraging on our optimised contracting

model and construction methods to win bidding and capitalise on business opportunities.

Prefabricated construction method, which is one of the green building technologies, is
becoming increasingly popular in the PRC construction industry given its efficiency, quality and
environmental-friendly attributes according to the F&S Report. Prefabricated construction method
involves the assembling of a large portion of prefabricated units, thereby shortening the
construction period, reducing the use of manpower, reducing the waste of materials, lowering
energy consumption and pollution. These advantages of prefabricated building construction can
address the various challenges faced by the PRC construction industry, including the surging
labour costs as a result of the ageing population and the decreasing number of workers who are
willing to engage in the construction industry as well as tightening environmental protection
requirements by the PRC government. Hence, the PRC government is actively promoting the

development of prefabricated building. In February 2017, the State Council issued Opinions on
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Promoting the Sustainable and Healthy Development of the Construction Industry (7% k% HF /S B2
B i S R A RS B A),  which  proposed that prefabricated buildings are
encouraged to develop, and it should account for 30% of new buildings by 2025.

According to the F&S Report, considering the on-going government supportive policies and
the increasing maturity of the market in the next five years, the market size of prefabricated steel
civil building in the PRC is projected to reach RMB1,703.5 billion by 2026 while the prefabricated
steel civil building market in Hunan Province is projected to reach RMB71.6 billion in 2026,
representing a CAGR of 20.9% from 2022 to 2026.

Recently, the EPC construction model has also been encouraged by various policies of the
PRC government including the Several Opinions on Further Promoting the Development of
General Contracting on Construction JS [2016] No. 93 (B #E— 20 i TRE ARG EE A T
B L) #1[2016]93%%) issued by MOHURD in May 2016 and the National Standard Code for
General Contracting Management of Construction Projects ([ 2312 % (% JH H T F2 A8 K 60 5 PR
#i)) issued by the MOHURD in May 2017.

We possess first-grade qualification in steel structure construction specialised contracting (%]
A TR B FEIRE S ), which is the highest level of qualification in steel structure construction.
In order to tap into these latest development trends of the PRC construction industry, in November
2017, we entered into a strategic EPC Tripartite Framework Agreement with Hangxiao Technology
and Hunan Design Institute, a state-owned company established in the PRC to form a business
alliance in developing prefabricated steel structure building construction for residential properties
under the EPC model, pursuant to which Hunan Design Institute will provide comprehensive
design services, while Hangxiao Technology will be responsible for the provision of prefabricated
steel structure products, and our Group will handle the implementation of prefabricated steel
structure construction works, as well as the provision of warranty services. With our efforts in
keeping up with these latest development, we have undertaken 12 prefabricated steel structure
construction projects during the Track Record Period, and we believe we are well-positioned to tap
into the latest development trend of PRC construction industry which can fuel us for future growth
in the long run. It is our plan to enrich our construction portfolio and undertake more prefabricated
steel structure construction projects when opportunities arise. We have successfully secured six
new prefabricated steel structure construction projects after the Track Record Period and up to the
Latest Practicable Date, with total contract sum in aggregate amounting to approximately
RMBS81.7 million. Among these six projects awarded, we have entered into five construction
contracts with respective project owners as at the Latest Practicable Date. We will continue to
submit tenders for prefabricated steel structure construction projects in the near future. Since
Zhongtian Lutai* (' RKe# ) project was the first sizable prefabricated steel structure

construction project we undertook with total contract sum (exclude VAT) of approximately
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RMB611.1 million and is still on-going as at the Latest Practicable Date, we believe we will
become more competitive and with higher chance to succeed in similar tender when we have this

sizable and landmark project completed.

Our experienced and dedicated senior management team and highly skilled personnel in

construction industry

We believe our experienced and stable management team with extensive knowledge in the
construction industry and who are also our Shareholders is fundamental to our Group in building a
solid foundation for the subsequent development of our business. Our senior management team is
under the leadership of Mr. Yang, the chairman of our board and an executive Director who has
over 25 years of experience in the construction industry and has been serving as the management
of our Group for over 15 years. Our senior management team and key technical personnel also
have extensive management skills, operating experience and industry expertise, and many of them
have been working for us for a significant portion of their professional career. For details, please
refer to the section headed “Directors and Senior Management” in this prospectus. Over the years
of our development, our senior management team is supported by our skilled personnel. As at the
Latest Practicable Date, our Group has two doctorate degree’s holders, 11 master degree’s holders,
53 first-grade qualified constructors and 96 second-grade qualified constructors. We believe that
the leadership, vision and extensive experience of our management team will continue to build

upon our core strengths to execute our business plan and drive us to future growth and success.

BUSINESS STRATEGIES

We strive to attain sustainable growth and continue to leverage our market position in the
competitive construction industry and seek to promote long-term shareholder value by

implementing the following business strategies:

Expand business through funding our capital needs and cash flows for upcoming projects and

enhance our market presence to capture more business opportunities

We make progress billing to our customers for our construction contracts. For cases when
several prescribed milestones are stipulated in the relevant construction contracts, we are entitled
to start making progress billing only after the first milestone has been reached. Accordingly,
during the Track Record Period, as we incur material costs and subcontracting costs during the
initial stage of these projects, we experience a net cash outflow before reaching the milestone that
we were entitled to bill our customers. According to the F&S Report, it is common for
construction contracts to include several prescribed milestones in the PRC construction industry
and thus leading to main contractors usually having a net cash outflow at the initial stage of

construction projects. During the Track Record Period, our Group utilised bank and other
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borrowings as well as internal resources to finance such upfront costs. Due to the timing mismatch
between the cash inflows and cash outflows of a typical construction project, we are required to
carefully assess the initial working capital requirements of business opportunity before we proceed
to submit our tender. We also manage and monitor our working capital and available banking

facilities closely to ensure that we have sufficient financial resources to implement our projects.

Our Directors believe that, after Listing, our market presence will be significantly enhanced
and thereby allowing us to capture future business opportunities and consolidating our market
position in the construction industry including Hunan Province and Hainan Province. Our Directors
further believe that a listing platform and our enhanced brand image will allow us to reach out to
more customers and enable us to undertake more construction projects. In line with our aim to
further capture the growing construction market in the PRC, we expect to require the dedication of

additional financial resources as the initial working capital to invest in our future projects.

Moreover, we aim to continuously expand to other regional markets in Southern China to
further capture the business opportunities brought by the growth of the PRC construction industry
through establishing branch offices in Southern China cities, such as Shenzhen and Zhuhai, which

our Directors believe can increase our business coverage and capture more market opportunities.

In view of the above, we intend to apply approximately HK$42.8 million (equivalent to
approximately RMB38.9 million), or 50.0% of the net proceeds of the Global Offering, to fund our
upfront expenditure of three projects on hand as part of our expansion strategy. For details, please

refer the section headed “Future Plans and Use of Proceeds” in this prospectus.

Invest in construction machinery and equipment to enhance our technical equipment

capability

In order to strengthen our position to undertake construction works projects, we have invested
and will continue to invest in construction machinery and equipment including construction lifts,
construction cranes, excavators and bulldozers. As at 30 September 2022, we maintained
approximately 51 units and 52 units of construction cranes and construction lifts, respectively. For
details, please refer to the paragraph headed “Our Business Operations — Raw materials,
machinery and equipment and suppliers — Machinery and equipment” in this section. Our
Directors believe that having our own construction machinery and equipment allows us to reduce
our reliance on suppliers for leasing of machinery and equipment for our building construction
projects and enhance our flexibility in managing our work schedules and maintaining our work

quality and safety.
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In view of the above, we intend to apply approximately HK$17.1 million (equivalent to
approximately RMB15.6 million), or 20.0% of the net proceeds of the Global Offering, to acquire
and/or replace our construction machinery and equipment. For details, please refer to the section

headed “Future Plans and Use of Proceeds” in this prospectus.

Further strengthen our R&D capabilities to embrace the latest development trend of PRC

construction industry

We believe that our R&D capability is critical to our growth and expansion of our business in
the future. Going forward, we will continue strengthening our R&D capabilities and commit to the
development and improvement of our construction methods to enhance the overall quality of our
construction works, keeping pace with latest development trend in the PRC construction industry
including but not limited to the use of prefabricated construction and green building technology.
We believe it will enhance our competitiveness and allow us to capture more business

opportunities and to complete our construction projects in a more efficient manner.

In view of the above, we intend to apply approximately HK$17.1 million (equivalent to
approximately RMB15.6 million), or 20.0% of the net proceeds of the Global Offering, to fund the
establishment and operation of our know-how centre including (i) recruiting professionals; (ii)
purchasing equipment and software; (iii) financing the operating costs including purchasing the
materials to be used in R&D; and (iv) paying the rent and renovation costs of the know-how centre
to strengthen our R&D capabilities, with a particular focus on the R&D of the know-how for
prefabricated steel structure construction which is being increasingly adopted by market
participants, as well as other traditional construction technology. For details, please refer to section

headed “Future Plans and Use of Proceeds” in this prospectus.

Capture the opportunities arising from the latest development trend of EPC model and green

building including prefabricated construction method in the PRC

We operate in the business environment that is subject to climate-related risks. On one hand,
future changes in climate-related regulations and policy may require us to incur higher compliance
costs, which includes acquiring more environmental-friendly machinery, equipment or vehicles,
and implementing stricter control in respect of carbon tracking, energy or fuel consumption,
greenhouse gas emission in future. Such changes will have potential operational and financial
impact to the Group. On the other hand, in the latest trend of development in green building, there
is a shift in customers’ preferences to contractors that incorporate sustainability concept into the
construction process and work in light of the changing regulations or increasing concern and
attention about sustainability and environmental-related issues in the PRC. Such shift in
customers’ preferences may serve as growing business opportunities for contractors which embrace

green building technologies and apply environmental friendly measures in their building
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construction. Our Directors believe that we, leveraging on our experience on prefabricated
construction method, which is one of the green building technologies, are in a good position to
capture the growing business opportunities that arise from changes in market environment and it
allows us to attract more potential customers that are of high degree of awareness on the

environmental protection issues and in turn increase our competitiveness in future tenders.

According to the F&S Report, the construction industry in China has developed significantly
in recent years and innovative technologies, building techniques and practice including
prefabricated building and green building are being increasingly adopted by the market participants
and the EPC model has also been encouraged by various policies of the PRC government. For
details, please refer to paragraph headed “Competitive Strengths — We are well-positioned to
embrace the latest development trend of prefabricated construction method and EPC model in the
PRC” in this section.

With our first-grade qualification in steel structure construction specialised contracting (845
W TR EZEK S ), which is the highest level of qualification in steel structure construction
and our increasing effort in the R&D in prefabricated steel structure construction through the
establishment of the know-how centre, we intend to expand our business by undertaking more
prefabricated steel structure construction projects in the future. Moreover, we will also be actively

seeking the opportunity to conduct other construction projects under EPC model.

Prefabricated construction method, which we have deployed in our prefabricated steel
structure construction works during the Track Record Period, promotes green building through
refined design, intelligent production, mechanised assembly and information integration, which
efficiently eliminates the resource wastage and pollution compared to the conventional building
technology. During the Track Record Period, four of our projects were recognised as starred green
buildings by passing the green building assessment by the Hunan Construction Technology &
Building Energy Conservation Association® (i Fg & @t FHx Bl LM GE 17 &). We will continue
to allocate resources to develop and apply green technologies in our construction projects to
strengthen our green building portfolios and increase our competitiveness in future tenders, with an
aim to capturing the opportunities arising from the development trend of green building
technology. For details of the green building assessment, please refer to the paragraph headed

“Awards and recognition” in this section.

We believe we can capture the opportunities arising from the latest development trend and

increase our market share to solidify our position as a construction enterprise in Zhuzhou.
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Strive to secure more projects from Government-related Entities

Our customers include both government entities, state-owned enterprises and state-invested
enterprises (collectively, the “Government-related Entities”) and private enterprises. For FY2019,
FY2020, FY2021 and 3Q2022, approximately RMB662.9 million, RMB453.3 million, RMB447.7
million and RMB676.5 million of our revenue was generated from Government-related Entities,
representing approximately 36.4%, 25.6%, 24.6% and 49.5% of our total revenue for each of
FY2019, FY2020, FY2021 and 3Q2022, respectively.

Our Directors considered that the projects from Government-related Entities are generally
less vulnerable or sensitive to the property sales market or individual performance or financial
conditions of the project owners in the PRC than the projects from non-Government-related
Entities. Government-related Entity customers also in general have good creditability and had
minimal history of default. Therefore, to maintain a healthy customer mix, leveraging our Group’s
experience and proven track records in undertaking projects from Government-related Entities, we
intend to put more focus on securing new projects from Government-related Entities. Our Board
will also perform periodic review on the existing customer mix and to make appropriate

adjustment when needed to cope with the market appetite.

OUR BUSINESS OPERATIONS

During Track Record Period, we principally engage in provision of services contracting of (i)
civil building construction, (ii) municipal works construction, (iii) foundation works, (iv)
prefabricated steel structure construction and (v) other specialised contracting works which are
further described as follows:

Civil building construction

During the Track Record Period, majority of our revenue was generated from civil building
construction business. We provide general contracting building services for residential, industrial
and commercial construction projects. We hold the first-grade qualification in building
construction general contracting (ZE&E T.F2 7 T ARG —#R).

Municipal works construction

We provide municipal works construction services. We hold the first-grade qualification in
municipal and public construction 