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(a)

(b)
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this Post Hearing Information Pack is only for the purpose of providing information about the
Company to the public in Hong Kong and not for any other purposes. No investment decision should
be based on the information contained in this Post Hearing Information Pack;

the publication of this Post Hearing Information Pack or supplemental, revised or replacement pages
on the Exchange’s website does not give rise to any obligation of the Company, its sponsor, advisers
or members of the underwriting syndicate to proceed with an offering in Hong Kong or any other
jurisdiction. There is no assurance that the Company will proceed with the offering;

the contents of this Post Hearing Information Pack or supplemental, revised or replacement pages
may or may not be replicated in full or in part in the actual final listing document;
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this Post Hearing Information Pack does not constitute a prospectus, offering circular, notice,
circular, brochure or advertisement offering to sell any securities to the public in any jurisdiction, nor
is it an invitation to the public to make offers to subscribe for or purchase any securities, nor is it
calculated to invite offers by the public to subscribe for or purchase any securities;

this Post Hearing Information Pack must not be regarded as an inducement to subscribe for or
purchase any securities, and no such inducement is intended;

neither the Company nor any of its affiliate, advisers or underwriters is offering, or is soliciting offers
to buy, any securities in any jurisdiction through the publication of this Post Hearing Information
Pack;

no application for the securities mentioned in this Post Hearing Information Pack should be made by
any person nor would such application be accepted;

the Company has not and will not register the securities referred to in this Post Hearing Information
Pack under the United States Securities Act of 1933, as amended, or any state securities laws of the
United States;

as there may be legal restrictions on the distribution of this Post Hearing Information Pack or
dissemination of any information contained in this Post Hearing Information Pack, you agree to
inform yourself about and observe any such restrictions applicable to you; and

the application to which this Post Hearing Information Pack relates has not been approved for listing
and the Exchange and the Commission may accept, return or reject the application for the subject
public offering and/or listing.

If an offer or an invitation is made to the public in Hong Kong in due course, prospective investors are
reminded to make their investment decisions solely based on the Company’s prospectus registered with
the Registrar of Companies in Hong Kong, copies of which will be distributed to the public during the
offer period.
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SUMMARY

This summary aims to give you an overview of the information contained in this
[REDACTEDI. As this is a summary, it does not contain all the information that may be important
to you and is qualified in its entirety by, and should be read in conjunction with, the full text of this
[REDACTEDI. You should read the whole [REDACTED] including the appendices hereto, which
constitute an integral part of this [REDACTED], before [REDACTED] in the [REDACTED].
There are risks associated with any investment. Some of the particular risks in [REDACTED] are
set out in the section headed “Risk Factors” in this [REDACTED]. You should read that section
carefully before you decide to [REDACTED] in the [REDACTED].

OVERVIEW

Our Group mainly provides materials for construction projects. We mainly have two
business segments, namely, the Cable Business and Prestressed Materials Business. Our Cable
Business mainly provides bridge cables for long-span bridges and super-long-span bridges.
Long-span bridges and super-long-span bridges are industry terms and are bridges that use
cables as the main load-bearing structure. Super-long-span bridges generally refer to
cable-stayed bridges with a main span of 400 m. or above and suspension bridges with a main
span of 900 m. or above. The history of long-span bridges in China can be traced back to 1991
when the first Chinese-made super-long-span bridge, Shanghai Nanpu Bridge (Fifi K1) was
built. Our Prestressed Materials Business mainly provides prestressed materials for various
infrastructure constructions.

We are the largest provider of bridge cables for the construction of super-long-span
bridges in China and the third largest prestressed materials manufacturer in China. According
to Frost & Sullivan, we have supplied cables to 35.1% of the super-long-span bridges
constructed in China between 1991 to 2017, of which we have supplied %ridge cabfes for 52.9%
of the super-long-span suspension bridges and 30.0% of the super-long-span cable-stayed
bridges in China. We also ranked second in terms of bridge cables sales revenue in 2017 and we
rarﬁked third in terms of prestressed materials sales revenue in 2017, according to Frost &
Sullivan.

Cable Business. We focus on the manufacture and supply of cables for construction of
bridges, with strong technical know-how in super-long-span suspension bridges and
super-long-span cable-stayed bridges.

Prestressed Materials Business. We mainly engage in the manufacture of prestressed
materials for infrastructure construction. Our main lines of products include rare earth coated
prestressed products, plain surface prestressed products and galvanised prestressed products.

Our operations are working capital intensive in nature, which is inherent in our business
model. Our liquidity position may be affected by the macroeconomic environment and our
business model is susciﬁ)tible to an economic downturn. Please refer to the paragraph headed
“Our Working Capital Management” in this section for details.

OUR BUSINESS

We engage in the bridge cable manufacturing and prestressed materials manufacturing.
The following diagram illustrates the relationship between the two business segments that we
operate in:

Our Prestressed
Materials Business i

!

High carbon i 3 Prestressed
steel wire rods 3 materials

Construction
materials®

Bridge % Bridge

cables®@

_________________________________

Other raw materials

Our Cable Business
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Notes:

(1) Prestressed materials manufacturers mainly supply prestressed materials to construction materials
manufacturers as raw materials to produce pre-cast concrete components or other construction materials
such as building materials, railways sleepers or oil-drilling platforms.

(2) Prestressed materials manufacturers mainly supply galvanised prestressed materials to bridge cable

manufacturers as raw materials to produce bridge cables.

Major customers

For our Cable Business, we conduct sales of our bridge cables generally through
participating in competitive bidding process and contract negotiations. Our major customers
are project companies and main contractors in bridge construction projects in China. For certain
overseas sales such as Korea, we sell to third parties which in turn sell our products to local
project companies or contractors. For our Prestressed Materials Business, we generally obtain
our customer contracts through our existing customer base and competitive bidding. Our major
customers for our Prestressed Materials Business are steel material trading companies and steel
material manufacturers.

For the years ended 31 December 2016, 2017 and 2018, our five largest customers of our
Group in aggregate accounted for 55.8%, 56.7% and 39.5% of our total revenue, respectively,
and our largest customer accounted for 31.3%, 20.7% and 9.5% of our total revenue,
respectively.

The following tables set out the breakdown of our revenue, gross profit and gross profit
margin by business segment for the years indicated.

Year ended 31 December
2016 2017 2018

Gross Gross Gross

% of profit % of profit % of profit

Revenue revenue  margin Revenue revenue  margin Revenue revenue  margin

RMB’000 %  RMB'000 % RMB'000 %

Cable Business 303,275 28.0 347 425803 32.3 346 518,797 37.5 36.8
Prestressed Materials

Business 778,612 72.0 140 891,890 67.7 111 864,538 62.5 15.7

Total revenue 1,081,887 100.0 19.8 1,317,693 100.0 18.7 1,383,335 100.0 23.6

The following table sets out the revenue breakdown by geographical location during the Track
Record Period.

Year ended 31 December

2016 2017 2018
% of % of % of
Revenue revenue Revenue revenue Revenue revenue

RMB'000 RMB'000 RMB'000
China 1,038,040 95.9 1,267,900 96.2 1,349,986 97.6
Others ¥ 43,847 4.1 49,793 3.8 33,349 2.4
Total revenue 1,081,887 100.0 1,317,693 100.0 1,383,335 100.0

Note:

(1) Others include Vietnam, Korea, Japan, Australia, Republic of Costa Rica and Taiwan.

2 _
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Cable Business

We focus on the manufacture and supply of cables for construction of bridges, with strong
technical know-how in super-long-span suspension bridges and super-long-span cable-stayed
bridges. In addition, we also manufacture a relatively small number of cables for constructing
various architectural structures such as stadiums and exhibition centres.

We mainly manufacture and supply suspension cables (% /%) for the fabrication of main
cables for suspension bridges and stay cables for cable-stayed bridge. During the Track Record
Period, we also derived a small portion of our revenue from the provision of bridge cable
installation services. Our bridge cables are currently used on the three largest super-long-span
bridges in China being Humen No. 2 Bridge (21 —#%), Xihoumen Bridge (VG}%['J X&) and
Runyang Yangtze River Bridge (5 R ILAHE).

The following table sets out our revenue generated by project type and their percentage of
our total revenue for our Cable Business for the years indicated:

Year ended 31 December

2016 2017 2018
% of % of % of
RMB’000 revenue RMB’000 revenue RMB’000 revenue
Project type
Suspension bridge 125,988 41.5 313,798 73.7 221,554 42.7
Cable stayed bridge 167,957 55.4 92,387 21.7 284,965 54.9
Others"" 9,330 3.1 19,618 4.6 12,278 2.4
Total revenue 303,275 100.0 425,803 100.0 518,797 100.0
Note:
(1) Others include the provision of bridge cable installation services and sale of scrap materials.

Revenue from suspension cable projects decreased by 29.4% from RMB313.8 million in
2017 to RMB221.6 million in 2018 primarily due to the completion of the Humen No. 2 Bridge
project which has a high contract value and contributed a significant portion of the revenue
generated in 2017. Revenue from stay cable projects increased from RMB92.4 million in 2017 to
RMB285.0 million in 2018 mainly due to an increase in the sales from several stay cable bridge
projects with high contract value.

Revenue from suspension cable projects increased by 149.1% from RMB126.0 million in
2016 to RMB313.8 million in 2017 primarily due to an increase in sales volume from two
super-long-span suspension bridges projects which have relatively higher contract value.
Revenue from stay cable projects decreased from RMB168.0 million in 2016 to RMB92.4 million
in 2017 due to a decrease in sales volume as the number of stay cable projects decreased from 60
to 41.

Prestressed Materials Business
During the Track Record Period, we derived a significant portion of our revenue from the
sales of prestressed materials, which accounted for 72.0%, 67.7% and 62.5% of our Group’s

revenue, respectively. Our three main types of products are (i) rare earth coated prestressed
products, (ii) plain surface prestressed products and (iii) galvanised prestressed products.

_3-
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The following table sets out our revenue generated and their percentage of our total
revenue for our Prestressed Materials Business for the years indicated:

Year ended 31 December
2016 2017 2018
% of % of % of
RMB’000 reveniie RMB’000 reveniie RMB'000 revenue

Products

Rare earth coated

prestressed products 674,242 86.6 760,922 85.3 685,532 79.3
Plain surface
prestressed products 45,461 5.8 46,171 5.2 31,917 3.7
Galvanised prestressed products 49,170 6.3 72,476 8.1 142,274 16.4
Others™ 9,739 1.3 12,321 1.4 4,815 0.6
Total revenue 778,612 100.0 891,890 100.0 864,538 100.0
Note:
(1) Others include the sale of unused raw materials or ad-hoc wire processing services.

Our sales of rare earth coated prestressed products decreased by 9.9% from RMB760.9
million in 2017 to RMB685.5 million in 2018 mainly due to decreased market demand for such
products leading to our greater focus on the production and sales of galvanised prestressed
products, which requires the use of greater resources in terms of raw materials and labour than
rare earth coated prestressed products. Our sales of plain surface prestressed products
decreased by 30.9% from RMB46.2 million in 2017 to RMB31.9 million in 2018 mainly due to a
decrease in customer demand in such products. Our sales of galvanised prestressed products
increased by 96.3% from RMB72.5 million in 2017 to RMB142.3 million in 2018 was primarily
due to our greater focus on the production and sales of galvanised prestressed products as well
as greater market demand for such products.

Our sales of rare earth coated prestressed products increased by 12.9% from RMB674.2
million in 2016 to RMB760.9 million in 2017 mainly driven by an increase in average selling
price to reflect an increase in our average cost of raw materials for our rare earth coated
prestressed products. Our sales of plain surface prestressed products increased by 1.6% from
RMB45.5 million in 2016 to RMB46.2 million in 2017 was mainly due to the increase in the
average selling price of plain surface prestressed products. The increase in sales of galvanised
prestressed products by 47.4% from RMB49.2 million in 2016 to RMB72.5 million in 2017 was
due the increase in sales volume and higher average selling price of galvanised prestressed
products.

Please refer to the section headed “Financial Information — Period to Period Comparison
of Results of Operations” for further analysis.

SUMMARY HISTORICAL FINANCIAL INFORMATION

The tables below present selected financial information derived from our consolidated
statement of financial position set out in the Accountants” Report in Appendix I to this
[REDACTED] as well as certain financial ratios relating to our Group as at the dates or for the
years indicated. The following information should be read in conjunction with our consolidated
statements of financial position set out in the Accountants’ Report, together with the
accompanying notes, and the section headed “Financial Information” in this [REDACTED].
Our consolidated statement of financial position has been prepared in accordance with HKFRS,
which may differ in certain material aspects from generally accepted accounting principles in
other jurisdictions. Our historical results are not necessarily indicative of results that may be
achieved in any future periods.
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Summary Consolidated Statements of Profit or Loss and Other Comprehensive Income
Information

Year ended 31 December

2016 2017 2018
% of total % of total % of total
RMB'000 revenue RMB'000 revenue RMB'000 reveniie
Revenue 1,081,887 100.0 1,317,693 100.0 1,383,335 100.0
Cost of sales (867,432) (80.2)  (1,071,786) (81.3)  (1,056,834) (76.4)
Gross profit 214,455 19.8 245,907 18.7 326,501 23.6
Other revenue 8,430 0.8 11,406 0.9 11,508 0.8
Other gains and losses (3,392) 0.3) (1,902) 0.1) (4,100) (0.3)
Distribution and selling expenses (16,153) (1.5) (21,316) (1.6) (19,754) (1.4)
Administrative expenses (28,948) (2.7) (38,533) (2.9) (33,321) (2.4)
Research and
development expenses (49,128) (4.5) (60,244) (4.6) (53,725) (3.9)
Finance costs (40,430) (3.7) (34,469) (2.6) (54,658) (4.0)
Profit before tax 84,834 7.8 100,849 7.7 172,451 12.5
Income tax expense (9,956) 0.9) (12,177) (0.9) (23,853) (1.7)
Profit for the year 74,878 6.9 88,672 6.7 148,598 10.7

Profit attributable to:

Owners of the Company'" 58,403 5.4 71,514 5.4 115,851 8.4
Non-controlling interests® 16,475 1.5 17,158 1.3 32,747 24
74,878 6.9 88,672 6.7 148,598 10.7
I I I I I I

Notes:
(1) Profit attributable to owners of the Company were derived from its majority interests in our Cable

Business and its majority interests in our Prestressed Materials Business.

(2) Profit attributable to non-controlling interests refer to the minority interests in our Cable Business held

bﬁ’ Dr. Tang and the minority interests in our Prestressed Materials Business held by various
shareholders including the interests held by public shareholders of Ossen Innovation, which is listed on
the NASDAQ. Please refer to the corporate and shareholding structure of our Group during the Track
Record Period in the section headed “History, Reorganisation and Group Structure — Reorganisation —
7. Capitalisation Issue” for details of the non-controlling interests in our Group.

During the Track Record Period, our revenue was derived from our Cable Business and
Prestressed Materials Business. Revenue from our Cable Business accounted for 28.0%, 32.3%
and 37.5% of our total revenue in 2016, 2017 and 2018, respectively. Revenue from Prestressed
Materials Business accounted for 72.0%, 67.7% and 62.5% of our total revenue in 2016, 2017 and
2018, respectively. Our revenue increased by 21.8% from RMB1,081.9 million in 2016 to
RMB1,317 million in 2017 due to (i) an increase of 40.4% in our revenue from our Cable Business
mainly attributable to an increase in sales from suspension cable projects; and (ii) an increase of
14.5% in our revenue from our Prestressed Materials Business mainly attributable to an increase
in sales of our rare earth coated prestressed products. Our revenue was further increased by
5.0% from RMB1,317.7 million in 2017 to RMB1,383.3 million in 2018 mainly due to an 21.8%
increase in revenue from our Cable Business as a result of an increase in sales from stay cable
projects, partly offset by a 3.1% decrease in revenue from the Prestressed Materials Business.

In 2018, our cost of sales decreased by 1.4% from RMB1,071.8 million in 2017 to
RMB1,056.8 million in 2018 mainly due to the decrease in sales volume for our Prestressed
Materials Business. Our cost of sales did not increase in line with the revenue in 2018 mainly
due to the 8.1% decrease in costs of sales in our Prestressed Materials Business partially offset
by the 17.8% increase in the cost of sales for our Cable Business.

_5-
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For the years ended 31 December 2016, 2017 and 2018, our gross profit was RMB214.5
million, RMB245.9 million and RMB326.5 million, respectively, and our gross profit margin was
19.8%, 18.7% and 23.6% for the respective tyealr. Changes to our overall gross profit margins
during the Track Record Period primarily reflected changes in average selling prices, the cost of
raw materials as well as the revenue contribution and product mix between our Cable Business
and Prestressed Materials Business. The gross profit margin for our Cable Business was
generally higher than our Prestressed Materials Business during the Track Record Period. The
gross profit margins of our Cable Business was 34.7%, 34.6% and 36.8% in 2016, 2017 and 2018,
respectively and vary based on each project that we bid for and enter into contract with. The
gross profit margins of our Prestressed Materials Business was 14.0%, 11.1% and 15.7% in 2016,
2017 and 2018, respectively and vary based on the type of products we sell, which in turn are
based on market demand and the customer orders received. Our overall gross profit margin
decreased from 19.8% in 2016 to 18.7% in 2017 mainly attributed by the decrease in gross profit
margin of our Prestressed Materials Business. Our overall gross profit margin increased from
18.7% in 2017 to 23.6% in 2018 primarily due to an increase in gross profit margin from the
Prestressed Materials Business in 2018, coupled with a higher revenue contribution from the
Cable Business, which had a higher gross profit margin of 36.8% in 2018, as compared to our
sales from our Prestressed Materials Business, which had a gross profit margin of 15.7% in 2018.

Please refer to the section headed “Financial Information — Period to Period Comparison
of Results of Operations” for further analysis.

Summary Consolidated Statements of Financial Position Information

As at

As at 31 December 31 March

2016 2017 2018 2019

RMB’000 RMB’000 RMB’000 RMB’000

(unaudited)

Current assets 1,521,704 1,760,196 2,376,921 2,494,373
Current liabilities 674,464 774,011 1,276,460 1,447,725
Net current assets 847,240 986,185 1,100,461 1,046,648

For details of our summary of consolidated statements of financial position, please refer
to the section headed “Financial Information — Cash Flows — Net current assets”.

Summary Consolidated Cash Flow Statements Information

Year ended 31 December

2016 2017 2018
RMB’000 RMB’000 RMB’000
Operating profits before
working capital changes 139,808 142,446 235,878
Net cash flow generated from/
(used in) operating activities 56,613 (171,064) (137,328)
Net cash flow generated from/
(used in) investing activities 42,457 12,917 (19,183)
Net cash flow generated from/
(used in) financing activities (55,049) 66,851 204,352
Net increase/(decrease) in cash and
cash equivalents 44,021 (91,296) 47,841
Cash and cash equivalents at
the end of the year 104,881 13,571 61,401

We had net current assets of RMB847.2 million, RMB986.2 million, RMB1,100.5 million
and RMB1,046.6 million as at 31 December 2016, 2017, 2018 and 31 March 2019, respectively.
However, we recorded net cash used in operating activities of RMB171.1 million in 2017 and
RMB137.3 million in 2018.
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Net cash flow used in operating activities in 2018 (excluding income taxes paid of
RMB15.1 million) was RMB122.2 million, while profit before income tax was RMB172.5 million.
After adjusting for non-cash items, our operating profits before working capital changes was
RMB235.9 million in 2018, and accordingly, net working capital usage was RMB358.1 million for
the year. Changes in working capital consisted mainly of (i) an increase of RMB262.1 million in
trade, retention and bills receivables primarily because we recognised revenue from a
significant numbers of bridge cable projects during the 4th quarter of 2018 including Egongyan
Railway Bridge, Qatar Stadium, Qimen Port Bridge and Shenhai Fisheries anchoring cable, the
receivables of which remained outstanding as of 31 December 2018, (ii) a RMB245.7 million
increase in prepayments, deposits and other receivables due to (a) an increase in prepayment
for procuring raw materials for several upcoming bridge cable projects and (b) increase in
prepayments as we had to provide extra prepayment to procure our semi-finished galvanised
products for further processing prior to the restoration in December 2018 of our galvanisation
production line from the power interruption at our Jiujiang production facility as well as
increased demand for galvanised prestressed products and (c) an increase in prepayments to
our suppliers, and in particular, the Shagang Group in order to secure favourable treatment in
terms of supply of raw materials; and (iii) an increase in trade and bills payables of RMB166.4
million as a result of (a) an increase in trade payables for purchases of raw materials and (b) an
increase in bills payables as we increased our use of bills payables for working capital purposes
in our Cable Business.

Net cash flow used in operating activities in 2017 (excluding income taxes paid of
RMB11.7 million) was RMB159.3 million, while profit before income tax was RMB100.8 million.
After adjusting for non-cash items, our operating profits before working capital changes was
RMB142.4 million in 2017, and accordingly, net working capital usage was RMB301.7 million for
the period. Changes in working capital consisted mainly of (i) an increase of RMB423.2 million
in prepayments, deposits and other receivables as a result of an increase in prepayment to our
suppliers, and in particular, the Shagang Group to secure the supply and price of raw materials
and increase in tender deposits for projects under our Cable Business, (ii) a decrease in trade
and bills payable of RMB50.3 million mainly attributable to decrease in use of bills payables for
working capital, (iii) a decrease in inventories of RMB89.0 million as we drew down our raw
materials inventories because we made prepayments to suppliers to secure the supply and price
of raw materials and (iv) a decrease in trade, retention and bills receivable of RMB34.1 million.

Key Financial Ratios

As at/Year ended 31 December

2016 2017 2018
Current ratio®” 2.26 2.27 1.86
Quick ratio® 1.92 2.10 1.72
Return on assets® 4.3% 4.6% 5.9%
Return on equity® 7.4% 8.1% 11.9%
Gearing ratio® 38.5% 44.1% 58.7%
Net debt to equity ratio® 28.0% 42.8% 53.8%
Net profit margin'”’ 6.9% 6.7% 10.7%
Notes:
(1) Current ratio is calculated by dividing total current assets by total current liabilities as at the end of the

year.

(2) Quick ratio is calculated by dividing total current assets less inventories by total current liabilities as at

the end of the year.
3) Return on assets is calculated by dividing profit for the year by total assets as at the end of the year.
(4) Return on equity is calculated by dividing profit for the year by total equity as at the end of the year.

(5) Gearing ratio is calculated by dividing total debt by total equity as at the end of the year. Total debt is
calculated as bank borrowings and bond payables.

(6) Net debt to equity ratio is calculated by dividing net debt by total equity as at the end of the year. Net
debt is calculated as total debt less cash and cash equivalents.

(7) Net profit margin is equal to our net profit divided by our total revenue for the year.

_7_
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OUR WORKING CAPITAL MANAGEMENT

Our operations are working capital intensive in nature, which is inherent in our business
model. We utilise a significant amount of working capital for upfront prepayment to our
suppliers for procuring raw materials for our products in both our Cable and Prestressed
Materials Business and to provide deposit guarantees (in terms of tender and performance
bonds) for our Cable Business. We generally provide prepayments to our primary suppliers of
up to 80% of our estimated 12 months procurement volume on a rolling basis (for our
Prestressed Materials Business) or total contract value (for our Cable Business). Such high
percentage of prepayments are common in the Cable Business industry we operate in because
suppliers tailor make our supplies in accordance with our specifications and are common in the
Prestressed Materials Business industry in order to secure favourable treatment in terms of
pricing and supply, according to Frost & Sullivan. Please refer to the section headed “Financial
Information — Liquidity and Capital Resources — Working capital” for illustrations for our
payments and receipts timeframe of a typical project for our Cable Business and our Prestressed
Materials Business.

Our liquidity position may be affected by the macroeconomic environment and our
business model is susceptible to an economic downturn. An economic downturn may hinder
our ability to maintain adequate working capital through cash generated from operations or
through our banking credit facilities, which may affect our liquidity position. Insufficient
working capital and liquidity may have material and adverse effect on our business, financial
condition and results of operations. For risks in relation to an economic downturn, please refer
to the section headed “Risk Factors — Risks Relating to Conducting Business in China — The
economic, political, legal and social conditions, government policies or any economic
downturn in the PRC could affect our business”.

In 2018, our net cash used in operating activities was RMB137.3 million primarily due to
the increase in the sales in our Cable Business as well as increased prepayments as a result of
increased backlog of the Cable Business. In 2017, our net cash used in operating activities was
RMB171.1 million mainly due to the business expansion in our Cable Business and an increase
of prepayment to the Shagang Group. For risks in relation to our liquidity, please refer to the
sections headed “Risk Factors — Risks Relating to our Business and Industry — We recorded
operating cash outflows for 2017 and 2018 because our operations are working capital
intensive; any insufficient levels of liquidity may adversely affect our cash flow and working
capital and results of operations” and “— We may experience delays or defaults in payment of
trade and retention receivables from our customers, and we have a significant mismatch
between our trade receivables and trade payables turnover days, which may adversely affect
our cash flow and working capital and results of operations”.

In addition, the products of our Cable Business and Prestressed Materials Business are
mainly for use in infrastructure construction, in particular transportation infrastructure
projects, any economic downturn in China may lead to a negative effect to the construction
industry. As infrastructure construction projects involves huge capital and investment, any
cyclical trends in the economy as a whole, fluctuations in interest rates and the availability of
new development initiatives by the government could affect the progress and scale of a
construction project, which may affect the demand for our products and our liquidity position.

Liquidity Management Measures

During the Track Record Period, we have implemented liquidity management measures
at both the project level and at the business unit level. At the project level, we have dedicated a
project manager from our sales team for each specific project and our finance team will act as a
supporting function to monitor the status of the trade receivables. After we have signed the
contract with the customer, our finance team would establish an invoicing schedule setting out

_8-—
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the approximate time for invoice issuance based on the delivery schedule as stipulated in the
contract. Upon confirmation of receipt of delivery by the customer, our sales team would
inform the finance team, which would normally issue the invoice to the customer at month end.
Both the finance team and sales team would review and monitor the status of any outstanding
invoices and the status of the settlement of such invoices. For overdue trade receivables, the
sales team would take more proactive steps to liaise with these customers, including making
telephone phone calls, making sales visits and sending payment reminders.

At the business unit level, our senior management and executive Directors also regularly
communicate with the sales and finance team, monitoring the status of trade receivables and
determine if any follow-up actions, including extending the credit period, would be needed to
recover any overdue trade receivables. In addition, at the beginning of each month, our finance
team would assess the amount of overall working capital that our Group requires for the
month, which may include any prepayments, trade payables, tender bonds and other operating
expenses for the month. Based on the cash balance we have on hand, the finance team would
determine whether any drawdown from our unutilised banking facilities is needed. Moreover,
our finance team also regularly monitors the ageing of our trade receivables and liaise with our
sales team to track and monitor the status of our outstanding trade receivables, and to make
appropriate provisions as necessary.

We have continued monitoring the cash flow movements for our customer orders and
have adopted the following measures to improve our cash flow position:

. closely monitor the invoicing schedule and payment recovery process by our
project managers;

. proactively monitor the status of the outstanding invoices and take necessary
follow-up actions by our sales team such as making telephone calls to customers to
remind them on the invoice status, making sales visits and sending payment
reminders;

. negotiate payment terms with our suppliers allowing our Group to have longer
payment and settlement period by our procurement team; and

. ensure that our sales are made to customers with good credit histories and our sales
team regularly performs credit evaluations on our customers by assessing their
current financial position.

Since we have implemented the above liquidity management measures during the Track
Record Period, we have not experienced any major difficulties with maintaining sufficient
working capital notwithstanding the growth in our business. However, to the extent we expect
to have working capital issues or in case of an economic downturn in China that may affect our
business, we may reduce the number and/or value of projects we bid for under our Cable
Business or take on fewer orders from our customers under our Prestressed Materials Business
in order to ensure that we have sufficient amount of working capital for our business
operations. We may take more proactive steps in closely monitoring the status of the
outstanding invoices and take necessary follow up actions such as making telephone calls,
making sales visits and sending payment reminders to customers to settle their outstanding
invoices in order to recover the outstanding trade receivables and further negotiate with our
major suppliers to reduce the level of prepayment for raw materials. We may also request
suppliers to return part of the prepayment for our raw materials, subject to negotiation with the
suppliers.
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OUR PRODUCTION

The following table sets out the designedfproduction capacity, actual production volume
and utilisation rate of our production facilities for the years indicated based on the production
of standardised product units:

Year ended 31 December
2016 2017 2018
Actual Actual Actual
Production production Utilisation Production production Utilisation Production production Utilisation
Business segment capacity” ~ volume rate”  capacity”  volume rate” capacity”  volume rate®
(tonnes) ~— (fonnes) (%) (tonnes)  (tonnes) (%) (tonnes) — (tonnes) (%)
Cable Business 40,000 23,677 59.2 40,000 39,443 98.6 40,000 46,39 116.0
Prestressed Materials Business
- plain surface
prestressed products” 91,000 9,255 02 91000 10,79 19 91,000 5481 6.0
- rare earth coated
prestressed products'” 269,000 249,397 927 269000 213,628 794 269000 157,130 58.4
- galvanised
prestressed products(s) 30,000 12,243 408 30,000 10,903 36.3 30,000 30,563 101.9
Notes:
(1) Production capacity for our Cable Business is determined on the basis of the optimal production speed

of various production machines, number of production personnel, 300 working days per calendar year,
taking into account staff holidays and public holidays and maintenance schedules. With one additional
workshift, we would be able to increase our production capacity to 60,000 tonnes without expanding our
production equipment in order to meet future demand. The actual production capacity may also vary
depending on the specification of the cable product being produced.

(2) Utilisation rate is calculated by dividing actual production volume by production capacity for the
relevant year.

(3) The production capacity is limited at the “wire drawing” stage of production.

(4) The production capacity is limited at the “coating” stage of production.

(5) The production capacity is limited at the “stabilisation” stage of production because we also purchased

semi-finished galvanised prestressed products for further processing under this stage. The annual
production capacity at the “galvanisation” stage is limited to only 10,000 tonnes per year.

The utilisation rate for our Cable Business increased from 59.2% in 2016 to 98.6% in 2017.
This increase was mainly due to the increasing sales volume of our bridge cables from 27,327
tonnes in 2016 to 39,442 tonnes in 2017 from sales to projects with higher contract values. The
utilisation rate increased from 98.6% in 2017 to 116.0% in 2018 due to continued strong demand
for our bridge cables, as a result, our sales volume for our bridge cables increased from 39,442
tonnes in 2017 to 42,592 tonnes in 2018.

For our plain surface prestressed products, our utilisation rate was low due to low
demand for our plain surface prestressed products and we focused our sales and production
efforts in our galvanised prestressed products, which had higher demand.

For our rare earth coated prestressed products, our utilisation rate fluctuated during the
Track Record Period. The utilisation rate decreased from 92.7% in 2016 to 79.4% in 2017 due to
a decrease in sales volume of rare earth coated prestressed products. The utilisation rate further
decreased to 58.4% in 2018 due to lower market demand for our rare earth coated prestressed
products leading to our greater focus on the production and sales of galvanised prestressed
products, which requires the use of greater resources in terms of raw materials and labour than
rare earth coated prestressed products.

For our galvanised prestressed products, our utilisation rate decreased slightly from
40.8% in 2016 to 36.3% in 2017 due to a decrease in production volume as we sold more of the
inventories produced in 2016, but the utilisation rate significantly increased to 101.9% in 2018.
The increase in utilisation rate in 2018 was mainly due to increased demand for galvanised
prestressed products from construction companies as well as cable manufacturers coupled with
our greater focus on the production and sales of galvanised prestressed products to meet such
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demand. From July to December 2018, we experienced a power interruption for part of our
galvanisation production line due to a construction accident affecting a high power
transmission cable while the government was making road repairs nearby our Jiujian

roduction facilities, renderin‘g certain equipment inoperable. The affected equipment is use
or the “galvanisation” stage for our galvanised prestressed products. The utilisation rate for
galvanised %restressed products was not impacted b?/ the power interruption because we
instead purchased a greater amount of semi-finished galvanised prestressed materials from our
suppliers and further processed them through the “stabilisation” stage to produce our final

roducts and the utilisation rate is calculated based on the capacity at the “stabilisation” stage
of 30,000 tonnes per year. Around the end of December 2018, the power supply was restored
and our galvanisation production line resumed its normal operations.

Please refer to the section headed “Business — Our Production” for further analysis on
the utilisation rate.

Owur Production Facilities

We conduct all of our manufacturing operations at our production facilities in China. We
manufacture products for our Cable Business at our main facility in Xitang, China while we
manufacture products for our Prestressed Materials Business at our facilities in Maanshan and
Jiujiang, China. Please refer to the section headed “Business — Our Production — Our
Production Facilities” in this [REDACTED] for further details on our production facilities.

The following table sets out the details of our three main production facilities:

Location Main product manufactured Brand
Xitang, Zhejiang Province Bridge cables Pujiang Cable
(7L R)
Maanshan, Anhui Province Plain surface prestressed products, rare  Ossen
earth coated prestressed products (BLEE)
Jivjiang, Jiangxi Province Plain surface prestressed products, rare ~ Ossen

earth coated prestressed products and (BLEE)
galvanised prestressed products

COMPETITIVE STRENGTHS

We believe we have the following competitive strengths that will continue to drive our
future success:

. We are a leader in the bridge cables manufacturing industry and the prestressed
materials manufacturing industry in China

. We possess strong research and technological development capabilities and robust
know-how

. We own industry-leading production facilities and have stringent control in our
manufacturing process

. We have a strong customer base and close relationship with key suppliers

. We have an experienced management team and technical staff with prominent

industry experience
BUSINESS STRATEGIES

We aim to continue to strengthen our market position in the bridge cable manufacturing
and prestressed materials manufacturing markets by pursuing the following strategies:

. We seek to enhance our leading market position by capturing the growing market
opportunities in the fast-growing infrastructure market both in China and overseas

. We plan to continue to upgrade and increase our production facilities and enhance
our operational effectiveness

11 -
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. We will continue to invest in advancing our research and development capabilities
. We seek to enhance our competitiveness by exploring business acquisition

opportunities in the industry and expand our overseas customer base
LISTING ON OTHER STOCK EXCHANGES

Ossen Innovation, our subsidiary which holds our Prestressed Materials Business, has
ADSs listed on the NASDAQ Capital Market (stock code: OSN). Ossen Innovation is and will
remain listed on the NASDAQ Capital Market following the [REDACTED].

Shanghai Pujiang, our subsidiary which holds our Cable Business, submitted a listing
application to the China Securities Regulatory Commission on 10 June 2015. However, given
the large number of listing applications which rendered the listing timetable uncertain, and our
Group’s subsequent business strategy to consolidate the Cable Business and the Prestressed
Materials Business, Shanghai Pujiang withdrew its listing application in the second half of 2016
and considered alternative methods of listing or capital raising. No comments had been
received from the CSRC or the Shanghai Stock Exchange on Shanghai Pujiang’s listing
application at the time of withdrawal.

For further information on the listing of Ossen Innovation, the aborted listing application
by Shanghai Pujiang and our Group’s subsequent business strategy to consolidate the Cable
Business and the Prestressed Materials Business, please refer to “History, Reorganisation and
Group Structure — Listing on Other Stock Exchanges” in this [REDACTED].

INFORMATION OF OUR CONTROLLING SHAREHOLDERS

Following completion of the [REDACTED] and assuming the [REDACTED] is not
exercised and no Shares are issued pursuant to the Share Option Scheme, each of Dr. Tang and
Elegant Kindness is a Controlling Shareholder of our Company holding approximately
[REDACTED] of the issued share capital of our Company. For further information on our
Controlling Shareholder, please refer to “Relationship with Controlling Shareholders” in this
[REDACTED].

[REDACTED] STATISTICS®

The statistics below are based on the assumption that [REDACTED] are issued under the
[REDACTED]I:

Based on Based on

the low end of the high end of

the indicative the indicative

[REDACTED] of [REDACTED] of

[REDACTED] per [REDACTED] per

Share Share

[REDACTED] [REDACTED]

Market capitalisation of our Shares® million million

Unauditec?pro forma adjusted

consolidated net tangible assets

per Share® [REDACTED] [REDACTED]

Notes:

(1) All statistics presented herein are based on the assumption that the [REDACTED] is not exercised and
do not take into account any Shares which may be issued pursuant to the exercise of options under the
Share Option Scheme.

(2) The calculation of market capitalisation is based on the assumption that [REDACTED] Shares will be in
issue immediately following completion of the Capitalisation Issue and the [REDACTED].

(3) The unaudited pro forma adjusted consolidated net tangible assets per Share is calculated after the
adjustments set out in the section headed “Financial Information — Unaudited Pro Forma Adjusted
Consolidated Net Tangible Assets” in, and the section headed “Unaudited Pro Forma Financial
Information” in Appendix II to this [REDACTED] and on the basis of [REDACTED] Shares to be in issue
immediately following completion of the Capitalisation Issue and the [REDACTED].
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DIVIDEND

For the years ended 31 December 2016, 2017 and 2018, and up to the date of this
[REDACTED], no dividend has been declared or paid by us. We have no plan togay or declare
any dividends prior to the [REDACTED]. As at the Latest Practicable Date, we did not have any
specific dividend policy nor pre-determined dividend payout ratios.

The recommendation of the payment of dividend is subject to the absolute discretion of
our Board, subject to applicable laws and regulations, and, after the [REDACTED], any
declaration of final dividend for the year will be subject to the aplproval of our Shareholders.
Such discretion to be exercised by the Board is subject to any applicable laws. The amount of
any dividends to be declared and paid in the future will depend on, among other things, our
results of operations, cash flows and financial condition, operating and capital requirements
and other relevant factors. There will be no assurance that our Company wilfbe able to declare
or distribute any dividend in the amount set out in any plan of our Board or at all. Please refer
to section headed “Financial Information — Dividend” Por details.

[REDACTED]

The [REDACTED] from the [REDACTED] (excluding the [REDACTED] from the
[REDACTED]), after deducting [REDACTED] fees and estimated expenses payable by us in
connection with the [REDAC%"ED], are estimated to be approximatel HEEB{REDACTED]
million before any exercise of the [REDACTED], assuming an [REDACTED] of [REDACTED]

er Share, being the mid-point of the indicative [REDACTED] of [REDACTED] to
REDACTED] per Share. Our Company will not be entitled to the [REDACTED] from the
[REDACTED]. We intend to use sucﬁ [REDACTED] for the following purposes:

. approximatel% [REDACTED] million (apgroximately [REDACTED] of our total
estimated [REDACTED]) is expected to be used for the repayment of banking
credit facilities obtained during our ordinary course of business primarily for the
funding of our working capital that were secured by various personal and
corporate guarantees;

° approximately [REDACTED] million (aEproximately [REDACTED] of our total
estimated [REDACTED]) is expected to be used for the acquisition of business in
order to strengthen our competitiveness or potentially increase our scale of
production by June 2021;

. approximately [REDACTED] million (a%proximately [REDACTED] of our total
estimated [R%’DACTED]) is expected to be used for the expansion of production
capacity of galvanised prestressed products for our Prestressed Materials Business
at Jiujiang, ﬁangxi Province;

. approximately [REDACTED] million (aéyproximatel [REDACTED] of our total
estimated [REDACTED]) is exgected to be used for the expansion of research and
development centre for our Cable Business;

o approximatelg [REDACTED] million (apgroximately [REDACTED] of our total
estimated [REDACTED]) is expected to be used for the purchase of additional
production equipment and environmental protection facilities including waste
treatment facilities for our Prestressed Materials Business at Jiujiang, Jiangxi
Province; and

° approximately [REDACTED] million (a%proximately [REDACTED] of our total
estimated [REDACTED]) is expected to be used for working capital and general
corporate purposes. We plan to use part of the [REDACTED] reserved for workin
capital purposes to settle the outstanding amounts of approximately [REDACTED%
as at 31 March 2019 due to Dr. Tang upon [REDACTE]BF.

For more information, please refer to the section headed “Future Plans and
[REDACTED]” in this [REDACTED].

RISK FACTORS

Our business is subject to a number of risks, including but not limited to risks relating to
our business and industry, risks relating to conducting business in China, risks relating to the
[REDACTED] and our Shares and listing of Ossen Innovation on NASDAQ. In particular:
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. we recorded operating cash outflows for 2017 and 2018 because our operations are
working capital intensive; any insufficient levels of liquidity may adversely affect
our cash flow and working capital and results of operations;

. we may experience delays or defaults in payment of trade and retention receivables
from our customers, and we have a significant mismatch between our trade
receivables and trade payables turnover days which may adversely affect our cash
flow and working capital and results of operations;

o our revenues are dependent on our five largest customers and the loss of any one of
them may have a material and adverse impact on our business, financial condition
and results of operations;

. we procure a significant portion of our raw materials from our five largest
suppliers; and

. our business, financial condition and results of operations may be affected by
changes in the PRC government policies with respect to the infrastructure
construction industry.

As different investors may have different interpretations and standards for determining
the materiality of a risk, you should refer to the entire section headed “Risk Factors” in this
[REDACTED] carefully before you decide to [REDACTED]. You should not place any reliance
on any information contained in press articles, research analysts’ reports or other media
regarding us and the [REDACTED], certain of which may not be consistent with the
information contained in this [REDACTED].

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE

Since 1 January 2019 and up to the Latest Practicable Date, we have secured several
significant bridge cable projects in China. We were awarded 14 new contracts with a tender
success rate of 77.8% and the aggregate amount of our total newly signed contract value in 2019
was approximately RMB350.3 million. For the three months ended 31 March 2019 compared to
the same period in 2018, we recorded improved financial performance mainly attributable to
the increase in the number of bridge cable projects for our Cable Business.

Our Directors have confirmed that, since 31 December 2018 and up to the date of this
[REDACTED], there has been no material adverse change in our financial or trading position or
prospects and no event has occurred that would materially and adversely affect the information
shown in our consolidated financial statements set out in the Accountants’ Report in Appendix
I to this [REDACTED].

[REDACTED] EXPENSES

The total estimated expenses in relation to the [REDACTED] are [REDACTED] (based on
the mid-point of the indicative [REDACTED] and assuming that the [REDACTED] is not
exercised), of which [REDACTED] is borne by our Group and [REDACTED] is borne by the
[REDACTED]. During the Track Record Period, we incurred [REDACTED] expenses of
[REDACTED], of which [REDACTED] was charged to our consolidated statement of profit or
loss and other comprehensive income and the remaining amount of [REDACTED] was
recorded as prepayment which is expected to be capitalised upon [REDACTED]. We expect to
further incur [REDACTED] expenses (including [REDACTED]) of [REDACTED] (based on the
mid-point of our indicative [REDACTED] for the [REDACTED] and assuming that the
[REDACTED] is not exercised and without taking into account any discretionary incentive
fees, if applicable) by the completion of the [REDACTED], of which an estimated amount of
[REDACTED] will be charged to our consolidated statement of profit or loss and other
comprehensive income in 2019, and an estimated amount of [REDACTED] will be capitalised in
2019. We do not expect these [REDACTED] expenses to have a material impact on our business
and results of operations for the year ended 31 December 2019.
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In this [REDACTEDI, unless the context otherwise requires, the following words and
expressions shall have the following meanings. Certain technical terms are set out in the section
headed “Glossary of Technical Terms” in this [REDACTED].

“Acme Innovation” Acme Innovation Limited, a company incorporated
under the laws of the BVI on 28 May 2018 with limited
liability, a wholly-owned subsidiary of our Company

“ADSs” American depositary shares of Ossen Innovation
which are listed on NASDAQ

“Anhui High-Technology” Anhui Province High-Technology Limited Liability
Company* (ZHERMAEREARTELA), a
company incorporated in the PRC and a minority
shareholder of Ossen Innovation Materials

[REDACTED] [REDACTED]
“Articles” or “Articles of the articles of association of our Company
Association” conditionally adopted on 24 April 2019 with effect

from the [REDACTED], as amended, supplemented
or otherwise modified from time to time, a summary
of which is set out in Appendix III to this

[REDACTED]
“associate(s)” has the meaning ascribed to it in the Listing Rules
“Board” or “Board of Directors” the board of Directors of our Company
“Brilliance Benefit” Brilliance Benefit Holding Limited, a company

incorporated under the laws of the BVI on 11 May
2017 with limited liability, a Shareholder and
[REDACTED]

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

“BVI” the British Virgin Islands

“Cable Business” means the business operations focusing on the
manufacture and supply of bridge cables principally
carried out by Shanghai Pujiang and Zhejiang Pujiang
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DEFINITIONS

“CAGR” compound annual growth rate, a measurement to
assess the growth rate of value over time

“Capitalisation Issue” the [REDACTED] 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 — 4. Resolutions in writing passed by our
Shareholders passed on 24 April 2019” under the
section headed “Statutory and General Information”
in Appendix IV to this [REDACTED]

“CCASS” the Central Clearing and Settlement System
established and operated by HKSCC

“CCASS Clearing Participant” a person admitted to participate in CCASS as a direct
clearing participant or a general clearing participant

“CCASS Custodian Participant” a person admitted to participate in CCASS as a
custodian participant

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

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

“China” or “the PRC” the People’s Republic of China, except where the
context requires otherwise, excluding Hong Kong, the
Macau Special Administrative Region of the PRC and
Taiwan in this [REDACTED]

[REDACTED] [REDACTED]

“Companies Law” Companies Law (2018 Revision) of the Cayman
Islands, as amended, supplemented or otherwise
modified from time to time

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

“Companies (Winding Up and the Companies (Winding Up and Miscellaneous
Miscellaneous Provisions) Provisions) Ordinance (Chapter 32 of the Laws of
Ordinance” Hong Kong), as amended, supplemented or otherwise

modified from time to time
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DEFINITIONS
“Company”, “our Company” or Pujiang International Group Limited VL[5 4 H A
“the Company” f[RAH, an exempted company incorporated in the

Cayman Islands with limited liability on 26 April 2017

“connected person” has the meaning ascribed to it in the Listing Rules
“connected transaction” has the meaning ascribed to it in the Listing Rules
“Controlling Shareholder(s)” has the meaning ascribed to it in the Listing Rules and

for the purpose of this [REDACTED], refers to any of
Dr. Tang and Elegant Kindness

“core connected person” has the meaning ascribed to it in the Listing Rules

“Deed of Indemnity” the deed of indemnity dated 11 May 2019 entered into
by our Controlling Shareholders in favour of our
Company (for ourselves and as trustee for and on
behalf of our subsidiaries)

“Deed of Non-Competition” the deed of non-competition dated 11 May 2019
entered into by our Controlling Shareholders in
favour of our Company (for ourselves and as trustee
for and on behalf of our subsidiaries)

“Director(s)” the director(s) of our Company

“Dr. Tang” Dr. Tang Liang (#55¢), our executive Director and a
Controlling Shareholder

“Effectual Strength” Effectual Strength Enterprises Limited, a company
incorporated under the laws of the BVI on 22 June
2009 with limited liability, which is wholly owned by

Dr. Tang
“EIT” or the PRC enterprise income tax
“Enterprise Income Tax”
“EIT Law” the Enterprise Income Tax Law of the PRC ({# A&

FERN B S PR B ))

“Elegant Kindness” Elegant Kindness Limited, a company incorporated
under the laws of the BVI on 6 January 2017 with
limited liability, which is wholly-owned by Dr. Tang
and is a Controlling Shareholder
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DEFINITIONS

“Fascinating Acme” Fascinating Acme Development Limited, a company
incorporated under the laws of the BVI on 16 March
2010 with limited liability, which is wholly owned by
Ms. Gu Xiamin (& #), the spouse of Mr. Hua Wei
(¥£1%) who is a director of Ossen Innovation

“Five Standers” Five Standers Holding Limited, a company
incorporated under the laws of the BVI on 29 May
2017 with limited liability, and a Shareholder

“Frost & Sullivan” an independent market research and consulting
company which prepared the industry report

“GFA” gross floor area
[REDACTED] [REDACTED]
“Gross Inspiration” Gross Inspiration Development Limited, a company

incorporated under the laws of the BVI on 16 March
2010 with limited liability, which is wholly owned by
Ms. Chen Yan (B Z), the spouse of Mr. Zhou Xufeng
(JEJIBIE) who is an executive Director

A7

“Group”, “our Group”, our Company and its subsidiaries (or our Company
“the Group”, “we” or “us” and any one or more of its subsidiaries, as the context
may require) 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 the relevant time
[REDACTED] [REDACTED]

[REDACTED] [REDACTED]
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DEFINITIONS

“HKFRS”

“HKSCC”

“HKSCC Nominees”

“Hong Kong” or “HK”

[REDACTED]

“Hong Kong dollar(s)” or
“HK dollar(s)” or
IIHK$II Or //HKD//

[REDACTED]

[REDACTED]

“Hong Kong Takeovers Code” or
“Takeovers Code”

Hong Kong Financial Reporting Standards, which
includes all Hong Kong Financial Reporting
Standards, Hong Kong Accounting Standards
(HKAS), Interpretations, and Accounting Guidelines,
issued by the Hong Kong Institute of Certified Public
Accountants and accounting principles generally
accepted in Hong Kong

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

[REDACTED]

Hong Kong dollars, the lawful currency of Hong
Kong

[REDACTED]

[REDACTED]

the Codes on Takeovers and Mergers and Share
Buy-backs issued by the SFC, as amended,

supplemented or otherwise modified from time to
time
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DEFINITIONS
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
“Independent Third Party(ies)” any entity or person who is not a connected person of

our Company within the meaning ascribed thereto
under the Listing Rules

“Innovation Material Research Shanghai Innovation Material Industrial Technology
Institute” Research Institute Company Limited* (-1 #i # ) E 3E4L
it 7% Be A FRZA 7)), previously known as Shanghai Ossen
Material Research Institute Limited Company* ( | ¥ B2
FEHIFFE BT A BRZA A]), a company incorporated under the
laws of the PRC on 12 May 1997, which is ultimately

controlled by Dr. Tang

[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
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DEFINITIONS
[REDACTED] [REDACTED]
[REDACTED] [REDACTED]
“Kunshan Zhongke” Kunshan Zhongke Kunkai Investment Co., Ltd.* (R 1Ll

“Latest Practicable Date”

[REDACTED]

“Listing Committee”

[REDACTED]

“Listing Rules”

“Maanshan Cihu”

“Maanshan Huishen”

“Main Board”

R AIZEREAMRAA), a company incorporated
under the laws of PRC on 5 May 2011 with limited
liability, a former shareholder of Shanghai Pujiang
which was owned by Independent Third Parties

7 May 2019, being the latest practicable date for
ascertaining certain information in this [REDACTED]
before its publication

[REDACTED]

the listing committee of the board of directors of the
Stock Exchange

[REDACTED]

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)

metre

Maanshan Cihu High-Technology Industrial
Development Zone Investment Development Limited
Company* (F B 111 2% WA 2 7 4 1 22 35 B8 9% i 50 25 96 7
FRZA7]), a company incorporated in the PRC and a
minority shareholder of Ossen Innovation Materials

Maanshan Huishen Agriculture Development
Limited Company* (% #z11IMeH B 2E8 AR AR, a
company incorporated in the PRC and a minority
shareholder of Ossen Innovation Materials

the stock exchange (excluding the option market)
operated by the Stock Exchange which is independent
from and operated in parallel with the Growth
Enterprise Market of the Stock Exchange
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DEFINITIONS
“Memorandum” or the memorandum of association of our Company
“Memorandum of Association” conditionally adopted on 24 April 2019 with effect

from [REDACTED], as amended, supplemented or
otherwise modified from time to time

“MOFCOM” the Ministry of Commerce of the PRC (% A [ 3L
P55 EB)
“Mr. Lu” Mr. Lu Lin (#¥#(), a PRC national and an indirect

shareholder of our Company

“Mr. Man” Mr. Man Yat Man, an Australian national and an
indirect shareholder of our Company

“Mr. Wang” Mr. Wang Jianhua (E##£), a PRC national and an
indirect shareholder of our Company

“NASDAQ” the NASDAQ Stock Market in the United States
[REDACTED] [REDACTED]

[REDACTED] [REDACTED]

“Ossen Group (Asia)” Ossen Group (Asia) Co., Limited* (BLAEESEH (52i) A

R ), a company incorporated under the laws of
the BVI on 2 February 2002 with limited liability, a
wholly-owned subsidiary of our Company

“Ossen Group HK” Ossen Group Co., Limited (REELEAMRAA), a
company incorporated under the laws of Hong Kong
on 21 September 2016 with limited liability, a
wholly-owned subsidiary of our Company

“Ossen Group PRC” Ossen Group Co., Ltd.* (HEEEARLA),
previously known as Shanghai Ossen Investment
Holding (Group) Co., Ltd.* (I iff BBEH & 1 (5 )
A7), a company incorporated under the laws of
the PRC on 1 April 2004, which is ultimately
controlled by Dr. Tang
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DEFINITIONS

“Ossen Innovation” Ossen Innovation Co., Ltd., a company incorporated
under the laws of the BVI on 21 January 2010 with
limited liability and listed on NASDAQ Capital
Market in the United States, a subsidiary of our
Company

“Ossen Innovation Materials” Ossen Innovation Materials Co., Ltd.* (BB # ki 173
HIRAT), previously known as Ossen (Maanshan)
Steel Wire & Cable Co., Ltd.* (B2 (J5 #2111 8 2580 45 A
P\ ), a company incorporated under the laws of the
PRC on 27 October 2004 with limited liability, a
subsidiary of our Company

“Ossen Innovation Ossen Innovation Materials Group Co., Ltd., a

7

Materials Group” company incorporated under the laws of the BVI on
30 April 2010, a wholly-owned subsidiary of our

Company

“Ossen (Jiujiang)” Ossen (Jiujiang) Innovation Materials Co., Ltd. (S
(JUIL) #i b RHE R 7], previously known as Ossen
(Jiujiang) Steel Wire & Cable Co., Ltd.* (BE (JLIL) §f
LB AP/ A]), a company incorporated under the
laws of the PRC on 13 April 2005, a wholly-owned
subsidiary of our Company

[REDACTED] [REDACTED]

“PRC government” the 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 requires, any of them

“PRC Legal Advisers” Grandall Law Firm (Shanghai), the legal adviser to
our Company as to the laws of the PRC
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DEFINITIONS

“Prestressed Materials Business”

[REDACTED]
[REDACTED]
“Regulation S§”

“Reorganisation”

“RMB” or “Renminbi”

“SAFE”

“SAIC”

[REDACTED]

I/SAT ”

[REDACTED]

//SFC ”

means the business operations focusing on the
manufacture of prestressed materials carried out by
Ossen Innovation Materials and Ossen (Jiujiang)
[REDACTED]

[REDACTED]

Regulation S under the U.S. Securities Act

the corporate reorganisation of our Group for the
purposes of the [REDACTED], details of which are
set out in the section headed “History, Reorganisation
and Group Structure — Reorganisation” in this
[REDACTED]

Renminbi yuan, the lawful currency of China

the State Administration of Foreign Exchange of the

PRC ("h#E A R A B0 K 5 HE A B /Ry )

the State Administration of Industry and Commerce

of the PRC ("3 A R 360 B0 [0 5 1 7 47 B A B ARUR))
[REDACTED]

the State Administration of Taxation (3£ A &A1=
B % i 5 48 ) )

[REDACTED]

the Securities and Futures Commission of Hong Kong
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DEFINITIONS

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

“Shanghai Ossen Investment” Shanghai Ossen Investment Co., Ltd.* (_FigBEHE
AR H]), a company incorporated under the laws of
the PRC on 28 November 2001 with limited liability,
which is ultimately controlled by Dr. Tang

“Shanghai Pujiang” Shanghai Pujiang Cable Co., Ltd.* (- i VL4 & ik >
A7), a company incorporated under the laws of
the PRC on 16 August 1994 with limited liability, a
subsidiary of our Company

“Shanghai Pujiang Cable Installation =~ Shanghai Pujiang Cable Installation Engineering Co.,
Engineering” Ltd.* (EHIIBR LK TREARATF), a company
incorporated under the laws of the PRC on 28 July
2011 with limited liability, a wholly-owned subsidiary

of our Company

“Shanghai Xiong Ao” Shanghai Xiong Ao Enterprise Management Co., Ltd.*
(B MM 2 B BRZA 7)), a company incorporated
under the laws of the PRC on 5 June 2018 with limited
liability, a subsidiary of our Company

“Share Option Scheme” the share option scheme conditionally adopted by our
Company on 24 April 2019 and effective upon the
[REDACTED], the principal terms of which are set
out in the section headed “Statutory and General
Information — D. Share Option Scheme” in Appendix
IV to this [REDACTED]

“Shareholder(s)” holder(s) of the Share(s)

“Share(s)” ordinary share(s) of HK$0.01 each in the share capital
of our Company

[REDACTED] [REDACTED]

“Sole Sponsor” Haitong International Capital Limited, acting as the
sole sponsor of the [REDACTED], a licenced
corporation to conduct Type 6 (advising on corporate
finance) of the regulated activities for the purpose of
the SFO

sq. m. square metre(s)

_ 25—



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

OF THIS DOCUMENT.

DEFINITIONS

“State Council”
[REDACTED]
“Stock Exchange”
“tonne”

“Top Innovation”

“Topchina”

“Track Record Period”
[REDACTED]
[REDACTED]

“United States” or “U.S.”
or “USA”

“U.S. dollar(s)” or “US$”
or “USD”

“U.S. Securities Act”

“ /7

we”, “us” or “our”

[REDACTED]

State Council of the PRC (H 3 A [ 3 1[5 [ %5 Bt )
[REDACTED]

The Stock Exchange of Hong Kong Limited

the metric ton

Top Innovation Enterprises Limited, a company
incorporated under the laws of the BVI on 28 May
2018 with limited liability, a wholly-owned subsidiary
of our Company

Topchina Development Group Limited, a company
incorporated under the laws of the BVI on 3
November 2004 with limited liability, a wholly-owned
subsidiary of our Company

the three financial years ended 31 December 2018
[REDACTED]

[REDACTED]

the United States of America

United States dollars, the lawful currency of the

United States

United States Securities Act of 1933, as amended, and
the rules and regulations promulgated thereunder

our Company and, except where the context so
requires in respect of the period before our Company
became the holding company of our present
subsidiaries, the present subsidiaries of our Company
and the businesses carried on by such subsidiaries

[REDACTED]
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DEFINITIONS

“Xinland Investment” Xinland Investment Limited, a company incorporated
under the laws of the BVI on 19 May 2017 with limited
liability, a Shareholder and a [REDACTED]

[REDACTED] [REDACTED]

“Zhejiang Pujiang” Zhejiang Pujiang Cable Co., Ltd.* (Wi7Lif/LAE R A R
ZvH]), a company incorporated under the laws of the
PRC on 13 April 2006 with limited liability, a
wholly-owned subsidiary of our Company

“%” per cent

Certain amounts and percentage figures included in this [REDACTED] have been subject to
rounding adjustments. Accordingly, figures shown as totals in certain tables may not be an arithmetic
aggqregation of the figures preceding them.

* The English translation of the PRC entities, enterprises, nationals, facilities, regulations in
Chinese or another language included in this REDACTED] is for identification purposes only.
To the extent there is any inconsistency between the Chinese names of the PRC entities,
enterprises, nationals, facilities, requlations and their English translations, the Chinese names
shall prevail.

- 27 —



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

OF THIS DOCUMENT.

GLOSSARY OF TECHNICAL TERMS

This glossary of technical terms contains certain definitions and other terms related to the
business of our Group and used in this [REDACTEDI. The terms and their meanings may not
correspond to the standard industry meanings or usage of those terms.

“anchorage”

“arch bridge”

“AS method”

“cable-stayed bridge”

“galvanised steel wire”

“high-density polyethylene
(/IHDPE II)II

“main cable(s)”

“main span”

l/MPa/I

an anchoring device to secure the cable of a bridge

the bridge which uses the curved arch as the main
load-bearing structure

air spinning method, this method spins individual
coated steel wires at the bridge installation site to
form the main cable. This is an alternative method to
form the main cable on a suspension bridge

a cable bridge where stay cables are connected to the
pylons and the deck directly and the stay cables
distributes the structure’s load through connecting
the two ends of the cables to the pylons. Please refer to
the section headed “Industry Overview — The Bridge
Construction Industry in China — Types of Bridges”
for illustration

steel wire galvanised with a metal layer to protect the
steel wire from erosion, abrasion and oxidation,
without changing the elements of the basic materials
or weakening the basic material’s strength or other
functionality

high-density polyethylene, a nonpolar thermoplastic
resin with high density

main cables are used to support the load of a
suspension bridge. Please refer to the section headed
“Business — Our Business — Cable Business” for
illustration of the application of main cables

the span of a single-span bridge or the longest span of a
multi-span bridge. Please refer to the section headed
“Industry Overview — The Bridge Construction
Industry in China — Types of Bridges” for an
illustration of the main span of a bridge

megapascal, a unit of pressure which equals to
1,000,000 pascal
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GLOSSARY OF TECHNICAL TERMS

“PC strand(s)”

“PC wire(s)”

“PPWS method”

//pylon//

“stay cables”

“super-long-span bridge’

“suspension bridge”

“suspension cables”

7

a form of wire strand(s) comprised of PC wire(s) that
are twisted into a bundle for pretensioned and
post-tensioned prestressed concrete construction.

Please refer to the section headed “Business — Our
Business — Prestressed Materials Business” for its
application

prestressed concrete wire(s) are steel wire(s) for use in
pretensioned and post-tensioned concrete construction.
Please refer to the section headed “Business — Our
Business — Prestressed Materials Business” for its
application

Pre-fabricated parallel wire strands method, this
method prefabricates zinc-galvanised wires into
suspension cables in accordance with the design of the
main cables of a suspension bridge, the suspension
cables are then delivered and installed on the
suspension bridge at the bridge construction site to
form main cables. Please refer to the section headed
“Business — Our Business — Cable Business” for the
formation of main cables using PPWS method

a supporting tower structure for bridges

cables made from coated steel wires, fabricated and
sheathed by protective HDPE layers

the size of a bridge refers to the length of the main span
of a bridge

super-long-span bridges refer to cable-stayed bridges
with main span of 400 m. or above and suspension
bridges with main span of 900 m. or above

bridge where the bridge deck is hung below suspension
cables. The main cables supported by the pylons, create
tension force and the load of the deck between the two
pylons are then transferred to the hangers and the main
cables, which in turn dissipate the compression force
from the cables to the anchorages on the two ends of the
main cables. Please refer to the section headed
“Industry Overview — The Bridge Construction
Industry in China — Types of Bridges” for illustration

cable pre-fabricated using galvanised steel wires and
are installed at the bridge construction site by hanging
over the pylon saddles to form main cables of the
suspension bridge
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FORWARD-LOOKING STATEMENTS

This [REDACTED] contains forward-looking statements that are, by their nature, subject
to significant risks and uncertainties. These statements related to events that involve known
and unknown risks, uncertainties and other factors, including those set out in the section
headed “Risk Factors” in this [REDACTED], which may cause our actual results, performance
or achievements to be materially different from performance or achievements expressed or
implied by the forward-looking statements. These forward-looking statements include, without
limitation, statements relating to:

. our business prospects, strategies, plans, objectives and goals;
o the business opportunities that we may pursue;
. the performance of global financial markets, including changes in our ability to

access the capital markets and changes in the level of interest rates;

. our dividend policy;

° the amount and nature of, and potential for, future development of our business;
and

° certain statements in the sections headed “Business” and “Financial Information”

in the [REDACTED] with respect to trends in prices, volumes, operations, margins,
overall market trends, risk management and exchange rates.

The words “aim”, “anticipate”, “believe”, “likely”, “could”, “should”, “ought to”,
“estimate”, “expect”, “intend”, “going forward”, “may”, “plan”, “seek”, “will”, “would”,
“assuming”, “project”, “potential”, and the negative of these terms and other similar
expressions, as they related to us, are intended to identify a number of these forward-looking
statements. These forward-looking statements reflect our current views with respect to future
events and are not a guarantee of future performance. Actual results may differ materially from
information contained in the forward-looking statements as a result of a number of
uncertainties and factors, including but not limited to:

. changes in domestic market and business conditions as well as industry trends
related to our operations;

. changes in regulatory environments which are relevant to the business and
operations of our Group, our customers and our suppliers;

° changes in our customers’ demands and business performance;

. changes in the competitive landscape of our industries;

. introduction and implementation of new or different laws in the areas we operate
in;

. our ability to obtain adequate capital resources to fund future expansion plans;
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FORWARD-LOOKING STATEMENTS

. our ability to successfully implement our business plans, strategies, objectives and
goals;
. our ability to protect our technologies, knowhow, patents, brand, trademarks or

other intellectual property rights;

. developments in technology and our ability to successfully keep up with

technological advancement;

. our ability to attract and retain technical professionals and other qualified

employees and key personnel;
. changes in currency exchange rates; and

° the other risk factors discussed in this [REDACTED] as well as other factors

beyond our control.

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

[REDACTED] in the Shares involves certain risks. You should read this [REDACTED] in
its entirety and carefully consider each of the risks described below and all of the other information
contained in this [REDACTED] before [REDACTED] the Shares. If any of the following risks
materialises, our business, financial condition and results of operations could be materially and
adversely affected. The [REDACTED] of the Shares could decline and you may lose all or part of
your [REDACTED].

RISKS RELATING TO OUR BUSINESS AND INDUSTRY

We recorded operating cash outflows for 2017 and 2018 because our operations are working
capital intensive; any insufficient levels of liquidity may adversely affect our cash flow and
working capital and results of operations

For the year ended 31 December 2016, 2017 and 2018, our net cash generated from (used
in) operating activities amounted to RMB56.6 million, (RMB171.1 million) and (RMB137.3
million), respectively. In addition, as at 31 December 2016, 2017 and 2018, we had RMB104.9
million, RMB13.6 million and RMB61.4 million of cash and cash equivalents, respectively.

Historically, we have spent a significant amount of cash on our operating activities,
principally to procure raw materials for our products and to provide deposit guarantees for our
Cable Business (see further discussion below). We finance our operational activities mainly
through short-term banking credit facilities (including bank acceptance bills) secured by a
portion of our fixed assets, land use rights, receivables and restricted deposits. As at 31
December 2016, 2017 and 2018, our short-term bank borrowings amounted to RMB337.4
million, RMB433.4 million and RMB731.0 million, respectively, and our bills payables
amounted to RMB239.0 million, RMB203.8 million and RMB343.9 million, respectively.
Historically, we have rolled over our short-term bank borrowings on an annual basis. However,
we cannot guarantee you that we will have sufficient funds available to pay all of our
borrowings upon maturity in the future. Failure to roll over our short-term borrowings at
maturity or to service our debt could result in the imposition of penalties, including increases in
interest rates, legal actions against us by our creditors, or even insolvency. Please refer to
“Financial Information — Liquidity and Capital Resources” for further details.

We generally provide prepayments to our primary suppliers of up to 80% of our
estimated 12 months procurement volume on a rolling basis (for our Prestressed Materials
Business) or of total contract value (for our Cable Business), which further results in pressure
on our working capital. Please see “Business — Procurement — Our suppliers contracts”. As at
31 December 2016, 2017 and 2018, we had provided prepayments in the amount of RMB440.2
million, RMB700.8 million and RMB961.7 million, respectively. In addition, our Cable Business
projects may require us to provide deposit guarantees of between 5% to 10% of the contract
value (in terms of performance bonds); and as at 31 December 2016, 2017 and 2018, we had
provided deposits (current and non-current) in the amount of RMB121.1 million, RMB284.3
million and RMB260.3 million, respectively. Please see “Business — Sales and Marketing —
Cable Business”. We fund our prepayments and deposit guarantees mainly through our
banking credit facilities (including bank acceptance bills) and cash balances. In addition, as at
31 December 2016, 2017 and 2018, our trade, retention and bills receivables were RMB578.3
million, RMB545.0 million and RMB803.2 million, respectively. As such, we face a strong
pressure in maintaining an adequate level of cash flow and liquidity position. Although we
have historically been able to maintain adequate working capital primarily through cash
generated from operations and our banking credit facilities, any failure by our customers to
settle outstanding trade receivables or our inability to borrow from banks in the future could
materially and adversely affect our cash flow, financial condition and results of operations.
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In addition, to the extent we have working capital issues or in case of an economic
downturn, we may need to reduce the number and/or value of projects we bid for under our
Cable Business or take on fewer orders from customers under the Prestressed Materials
Business to ensure we have sufficient working capital for our operations, thereby limiting our
growth and expansion plans. Please also refer to the paragraph headed “The economic,
political, legal and social conditions, government policies or any economic downturn in the
PRC could affect our business” in this section for risks in relation to an economic downturn.

In order to improve our cash flow and liquidity position, during the Track Record Period,
we have implemented liquidity management measures at both the project level and at the
business unit level within our operations. Please refer to the section headed “Financial
Information — Liquidity and Capital Resources — Liquidity Management Measures” for
details. Although during the Track Record Period, we have not experienced any major
difficulties in maintaining sufficient working capital notwithstanding the growth in our
business, we cannot assure you that we will be able to continue to implement our liquidity
management measures effectively. If we fail to maintain these measures or if any of these
measures are ineffective, we may experience insufficient level of working capital and liquidity,
which may have a material and adverse impact on our business, financial condition and results
of operations.

We may experience delays or defaults in payment of trade and retention receivables from our
customers, and we have a significant mismatch between our trade receivables and trade
payables turnover days, which may adversely affect our cash flow and working capital and
results of operations

Delays or defaults in payments to us on projects from our customers for which we have
already incurred significant costs and expenses can materially and adversely affect our results
of operations and reduce our financial resources that would otherwise be available to fund
other projects.

For our Cable Business, our sales to construction projects usually span across generally,
from one month to two years. We may require our customers to pay us an initial deposit
payment of up to 20% of the contract value following the signing of the contract, and as at 31
December 2016, 2017 and 2018, our contract liabilities was RMB18.5 million, RMB40.6 million
and RMB46.3 million, respectively. However, our customers typically withhold approximately
5% to 10% of the contract value as retention money after completion of the construction of the
bridge, which are usually released after deducting warranty claims, if any, upon expiry of the
warranty period, which may take up to two years. Therefore, our accounts receivables also
include such accumulated retention monies. As at 31 December 2016, 2017 and 2018, our trade,
retention and bills receivables were RMB578.3 million, RMB545.0 million and RMB803.2
million, respectively.

In addition, a substantial portion of our revenue generated from the Cable Business is
derived from sales to bridge construction project companies or contractors of these construction
projects which may require funding from local governments. For such projects, it may take a
longer period to complete their internal procedure for processing payments to us or that the
project may be delayed due to changes in the government’s infrastructure planning. As such,
our customers may delay or fail to meet their settlement with us as scheduled.
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Moreover, we have a significant mismatch between our trade receivables and trade
payables turnover days. Our average trade receivables turnover days provide a general
indication of the time required for us to collect cash payment from sales, while our trade
payables turnover days provide a general indication of the timeframe we pay our suppliers
taking into account prepayments we have already made. Our average trade receivables
turnover days were 135 days, 120 days and 158 days, for 2016, 2017 and 2018, respectively;
while our average trade payables turnover days were 19 days, 13 days and 15 days for 2016,
2017 and 2018, respectively. Please refer to the sections headed “Financial Information —
Description of Selected Consolidated Statement of Financial Position Items — Trade, retention
and bills receivables” and “Financial Information — Description of Selected Consolidated

Statement of Financial Position Items — Trade and bills payables”.

We cannot assure you that we will be able to collect receivables from our customers on a
timely basis or that our customers will be able to settle our trade and retention receivables if
there are any stoppage or delays in the schedule of the construction projects. As at 31 December
2016, 2017 and 2018, our allowance for doubtful debts was RMB19.4 million, RMB18.6 million
and RMB22.5 million, respectively, accounting for 3.9%, 3.3% and 2.7% of our trade and
retention receivables before impairment, respectively. If we encounter significant delays or
failures in payments or release of retention money by our customers or are otherwise unable to
recover our trade receivables, our cash flows from operations may be inadequate to meet our
working capital requirements and hence our results of operations may be affected.

Our revenues are dependent on our five largest customers and the loss of any one of them
may have a material and adverse impact on our business, financial condition and results of
operations

For the years ended 31 December 2016, 2017 and 2018, revenue generated from our five
largest customers accounted for 55.8%, 56.7% and 39.5% of our total revenue, respectively. Our
five largest customers comprise primarily customers of our Prestressed Materials Business. Our
single largest customer accounted for approximately 31.3%, 20.7% and 9.5% of our total revenue
for each of the years ended 31 December 2016, 2017 and 2018, respectively. As a result of our
reliance on a limited number of customers, we may face pricing and other competitive
pressures. As we do not have any long-term commitments with our major customers, they are
not obligated to continue to purchase from us. The volume of products sold to specific
customers varies from year to year, especially since we are not the exclusive provider for any
customers. In addition, there are a number of factors, other than our performance, that could
cause the loss of a customer or a substantial reduction in the products that we provide for any
customer and that may not be predictable. For example, our customers may decide to reduce
spending on our products or a customer may no longer need our products following the
completion of a project. The loss of any one of our major customers, a decrease in the volume of
sales to these customers or a decrease in the price at which we sell our products to them could

materially adversely affect our profits and our revenues.
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In addition, such reliance on major customers may subject us to perceived or actual
leverage that our customers may have in negotiations with us, given their relative size and
importance to us. If our customers seek to negotiate their agreements on terms less favourable
to us and we accept such unfavourable terms, such unfavourable terms may have a material
adverse effect on our business, financial condition and results of operations. Accordingly,
unless and until we diversify and expand our customer base, our future success will
significantly depend upon the timing and volume of business from our major customers and the

financial and operational success of these customers.
We procure a significant portion of our raw materials from our five largest suppliers

We procure the majority of our raw materials from a concentrated number of suppliers.
For the years ended 31 December 2016, 2017 and 2018, purchases from our five largest suppliers
accounted for 90.0%, 96.7% and 89.2% of our total purchases, respectively. Purchases from our
single largest supplier accounted for 47.0%, 54.7% and 54.0% of our total purchases for each of
the years ended 31 December 2016, 2017 and 2018, respectively. Please refer to the section
headed “Business — Procurement — Relationship with Shagang Group, our largest supplier”
for details of our relationship with our largest supplier. During the Track Record Period, we had
not experienced any material disruptions to our production and operations due to any delay in
delivery or issue with the quality of raw materials provided by our five largest suppliers. If
there occurs any adverse change in our relationship with any of our major suppliers, or if any
major supplier fails to deliver raw materials to us in accordance with our delivery schedule,
and we are unable to procure such raw materials from other suppliers under acceptable
commercial terms and in a timely manner, our manufacturing operations and financial results
may be materially and adversely affected.

We derive a significant portion of our sales generated from our Prestressed Materials
Business during the Track Record Period and our revenue may be affected by any decrease in
demand for prestressed materials

For the years ended 31 December 2016, 2017 and 2018, we derived a significant portion of
our revenue from our Prestressed Materials Business, which accounted for 72.0%, 67.7% and
62.5% of our Group’s total revenue, respectively. In 2016, 2017 and 2018, our gross profit margin
for our Prestressed Materials Business ranged from 11.1% to 15.7% and our gross profit margin
for our Cable Business ranged from 34.6% to 36.8%. Although our Prestressed Materials
Business had a lower gross profit margin compared to that of our Cable Business during the
Track Record Period, this business segment contributed to the majority of the revenue of our
Group. We cannot assure you that the demand for our prestressed materials products will
remain at its current level or continue its growth momentum in the future. If the demand or
prices for prestressed materials decrease, we may face a significant decrease in our revenue
which may have a material and adverse effect on our business, financial condition and results

of operations.
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The customers of our Cable Business are non-recurring in nature, and the failure to obtain
new sales contracts may affect our business, financial condition and results of operations

A portion of the revenue generated from our Cable Business is based on the projects
awarded through an open tender. Accordingly, customers of our Cable Business may vary from
year to year. Once sales to a bridge cable construction project is completed, such customer may
not award any further projects to us. Our ability to secure new tenders will depend on the
customer’s tender evaluation metrics, which often includes price, product quality, production
capabilities, reputation and track record in relevant bridge cable projects. Therefore, the final
outcome of each tender process is beyond our control.

Upon completion of our contracts on hand, our financial performance may be adversely
affected if we are unable to obtain new projects or secure new tenders with comparable contract
value. As a result, our historical financial results during the Track Record Period should not be
taken as an indication of our future performance. As our revenue is non-recurring in nature, we
cannot guarantee that we will be able to secure new projects after the completion of the existing
projects.

Any significant increase in the price of high carbon steel wire rods may materially increase
our production costs and reduce our profitability

The major raw materials we use for our business are high carbon steel wire rods.
Therefore, the cost of our raw materials is largely affected by the fluctuations in the price of
high carbon steel wire rods that we purchase from multiple steel producers. The steel industry
as a whole is cyclical and, at times, pricing and availability of steel can be volatile due to
numerous factors beyond our control, including government regulations, general domestic and
international economic conditions, labour costs, demand, competition, supply and
consolidation of steel producers, raw material costs and production costs for steel producers,
import duties and tariffs and currency exchange rates. This volatility can significantly affect the
availability and cost of raw materials for us.

In 2016, the PRC government continued its policy to cut excessive industrial capacity and
reform the supply-side of raw materials in its economy:. It is expected that total steel production
in China will further decrease by around 100 million tonnes to around 150 million tonnes by
end of 2020 and the average price of high carbon steel wire rods is expected to increase at a
CAGR of 2.7% between 2018 and 2022 depending on the changes in the price of steel, according
to Frost & Sullivan. It is expected that steel demand will continue to slightly outpace supply
due to the reduction of overcapacity and the average price of steel products will continue to rise
in 2019, according to Frost & Sullivan.

For each purchase order in general, we are required to negotiate the terms of raw material
supplies and we do not have any hedging facilities to minimise the risk of raw materials price
fluctuation. Price fluctuations of our major or other raw materials will affect our production
costs, which will in turn affect our gross profit margin. We cannot assure you that we will be
able to transfer any increase in cost to our customers. If we are unable to increase the prices of
our products to set off any increase in raw materials costs, our profitability and profit margins
may be adversely affected.
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We may cease to be entitled to a reduced PRC corporate income tax rate of 15% and our
government grants are non-recurring in nature

During the Track Record Period, our major PRC operating subsidiaries were recognised
as “High and New Technology Enterprise” by the relevant PRC government authorities and
were entitled to preferential tax treatments of 15% in the PRC. These operating subsidiaries
include Ossen Innovation Materials, Ossen (Jiujiang), Shanghai Pujiang and Zhejiang Pujiang
and their respective preferential tax rate will expire in July 2020, August 2021, November 2020
and November 2019 respectively. In addition, during the Track Record Period, our PRC
subsidiaries were granted certain tax incentives for research and development expenses and tax
exemptions. For the years ended 31 December 2016, 2017 and 2018, we made provision
estimates of RMB11.1 million, RMB15.4 million and RMB22.5 million, respectively for tax
incentives and exemptions in accordance with the tax laws and regulations of the PRC. Please
see Note 14 in the Accountants” Report in Appendix I to this [REDACTED] for further details.
Accordingly, our effective income tax rate for the years ended 31 December 2016, 2017 and 2018
were 11.7%, 12.1% and 13.8%, respectively.

The relevant PRC government authorities will take into account various factors in
determining whether to award or renew any “High and New Technology Enterprise” certificate
upon expiration of the certificates, and there is no assurance that each of our PRC operating
subsidiaries will be successful in renewing its “High and New Technology Enterprise”
certificate. Should the relevant PRC government authorities refuse to renew any of our PRC
operating subsidiaries status as “High and New Technology Enterprise” for any reason, they
will cease to be entitled to such preferential tax treatment and they will be required to pay PRC
corporate income tax at the normal statutory rate of 25%. Under such circumstances, our
profitability and results of operations will be adversely affected.

In addition, during the Track Record Period, we obtained government grants, which
consisted mainly of grants received from the PRC local government authority as subsidies to us
for incentive of technology innovation projects. We recorded government grants as part of other
revenue in the amount of RMB5.1 million, RMB5.3 million and RMB6.4 million in 2016, 2017 and
2018, respectively. However, such government grants are non-recurring in nature and there is
no guarantee that we will receive such grants in the future.

Our proprietary and licensed technologies may not be adequately protected, and our right to
use certain technologies could be challenged

Our success depends, in part, on our core production technologies and critical production
processes. For further details on our registered trademarks and other intellectual properties
owned by our Group, please refer to “Statutory and General Information — B. Further
Information about our Business — 2. Intellectual property rights”. However, our competitors
may independently develop proprietary methodologies similar to ours or duplicate our
products, or develop alternatives. We cannot guarantee that we will be able to protect our rights
or prevent third parties from using or infringing our technology in the future. Any significant
infringement of our technology, or the counterfeiting of any of our products on a significant
scale, could result in loss of market share, affect our relationships with our customers, harm our
reputation, and affect our business materially and adversely.
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For our Cable Business, we have licensed two patented technologies to our customers at
the designing stage of the bridge as part of the conditions in obtaining the tender. As a result,
confidential or proprietary information of these technologies may be disclosed to third parties
by our licensees should the customers require multiple bridge cable suppliers. We cannot
assure you that our competitors will not be able to develop other competing technologies by
designing around or reverse engineering our patents if they have obtained any of such

confidential or proprietary information.

We also cannot guarantee that a third party will not challenge our right to use certain
intellectual property rights, thereby requiring us to defend or settle any related intellectual
property infringement allegations or disputes. Any such litigation could be costly and incur
substantial resources, which could have a negative impact on our financial condition and
results of operations. We may be required to incur substantial costs to develop non-infringing
alternatives or to obtain the required licences. There is no assurance that we will succeed in
developing such alternatives or in obtaining such licences on reasonable terms, or at all, and
any failure to do so may disrupt our manufacturing processes, damage our reputation and
adversely affect our results of operations. During the Track Record Period and up to the Latest
Practicable Date, there were no material legal claims in relation to disputes on intellectual

property rights against us.

We may need to invest additional resources in improving our production equipment in
response to changes in market demand and government regulations

In order to satisfy the evolving needs of our customers, continual improvement of our
operations and production capabilities is required. We have carried out various research and
development projects on new products, techniques and technology and we seek to continue our
research and development efforts with a view to improving the functionalities of our
production facilities and lowering our production cost. For the years ended 31 December 2016,
2017 and 2018, our research and development expenses amounted to RMB49.1 million, RMB60.2
million and RMB53.7 million, respectively, representing 4.5%, 4.6% and 3.9% of our total
revenue, respectively.

There is no assurance that we will successfully develop or implement any of the research
and development projects or be able to complete such projects within the respective time and
cost estimates. If we do not develop new techniques or introduce new products which
adequately satisfy the market demand and comply with the relevant government regulations or
industry standards in a timely manner, our competitive position, sales and gross profit margins
could be materially and adversely affected. In the event that we fail to enhance our research and
development capabilities to meet the fast-changing demand of customers, or if we fail to
successfully adopt the latest technological developments, our capabilities may be surpassed by
our competitors, which may adversely impact our results of operations and future prospects.
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The backlog for our Cable Business may not be indicative of our future results of operations

As at the Latest Practicable Date, the backlog for our Cable Business was RMB1,072.1
million. This figure was based on the assumption that the relevant contracts will be performed
in accordance with their terms. Any modification, termination or suspension of these contracts
by our customers, especially with regard to any one or more sizeable contracts, may have a
substantial and immediate effect on the backlog. Projects may also remain in our backlog for an
extended period of time beyond the initial period anticipated due to various factors such as
delay in project schedule and government policies beyond our control. Therefore, the backlog
only reflects the remaining value to be delivered under our signed sales contracts as at a specific
date due to various stages in the underlying construction projects. Please refer to the section
headed “Business — Sales and Marketing — Cable Business — Backlog” in this [REDACTED].
We cannot guarantee that the estimated amount of our backlog will be realised in time, or at all,
or even realised. As a result, you should not rely on the backlog or consider it as a reliable
indicator of our future results of operations.

We have limited insurance coverage and may incur losses resulting from product liability
claims, business interruption or natural disasters

We are exposed to risks associated with product liability claims in the event that the use
of our products results in property damage or personal injury. Since our products are ultimately
used for the construction of bridges, buildings, railways and other large architectural
structures, users of these structures or workers installing our products could be injured or
killed by such structures, whether as a result of defects, improper installation or other causes.
As we continue to expand our customer base and our application, and because our products are
used for long periods of time, we are unable to predict whether product liability claims will be
brought against us in the future or to predict the impact of any resulting adverse publicity on
our business even after the warranty periods.

As at the Latest Practicable Date, we do not maintain insurance for all of our production
facilities or for any product liability. Any uninsured loss or damage to property, litigation,
business disruption or product liability claims may result in us incurring substantial costs or
diverting our resources. If we incur substantial liabilities that are not covered by any of our
insurance policies, or if we encounter any business interruption or natural disaster for a
significant period of time, it could result in substantial losses and diversion of our resources
and materially and adversely affect our business, financial condition and results of operations.

Increasing competition in the industries that we operate in could have an adverse impact on
our ability to maintain competitiveness

We operate in a competitive market for all of our business segments. The industries that
we operate in require substantial investments in manufacturing, machinery, research and
development, product design, engineering, technology and marketing in order to meet both the
customers’ business needs and regulatory requirements. Large industry players are able to
benefit from economies of scale by leveraging their investments and activities at a lower cost.
Moreover, some of our competitors are listed companies in the PRC which have broad access to
raise fund for their expansion, technological development and capacity upgrade. Some of our
competitors may have advantages over us in terms of capacity, access to capital and
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management experience, while some competitors may have advantages over us in terms of
pricing, and in particular while bidding for projects for our Cable Business, our potential
customers may prefer to contract with suppliers within the same province due to geographical
proximity or for other reasons. Failure to compete effectively with these competitors could
result in a loss of our market share and a decrease in our revenue and profitability.

For further details of the competitive landscape, please refer to the sections headed
“Industry Overview — Competitive Landscape” and “Industry Overview — Market Analysis
for the Bridge Cable and Prestressed Materials Industry — Key Entry Barriers” in this
[REDACTED]. Should our competitors equip themselves with, among other things, industry
knowledge, technical know-how, equipment and machinery that are comparable to or better
than ours, we might not be able to maintain our market position and our business, results of
operations, financial condition and future prospects might be adversely affected.

In addition, if any of our customers diversify their business and engage in upstream or
downstream expansion to manufacture similar products offered by us, this may intensify
competition in the industries that we operate in. Such customers may cease to place orders with
us or may substantially reduce the amount of orders placed with us, and our financial
condition, results of operations and future prospects could be materially and adversely
affected.

We are subject to risks associated with international trade regulations that may be imposed
on our products

For the years ended 31 December 2016, 2017 and 2018, we derived 4.1%, 3.8% and 2.4% of
our total revenue from overseas customers, respectively. We are subject to risks associated with
anti-dumping duties on tariffs that may be imposed on our products. For example, in 2009, the
European Commission imposed anti-dumping measures on pre-and post-stressed wires and
wire strands of non-alloy steel originated from China in order to protect the prestressed
materials manufacturers within the European Union. Similar anti-dumping duties have been
imposed in the United States for prestressed wires and wire strands imported into the United
States originating from China. Since April 2018, the United States has been in a trade dispute
with China and imposed various tariffs on steel and aluminium imports from China which may
affect our overseas sales.

We cannot assure you that any future changes in international trade regulations and
policies will not cause any adverse impact on the demand from our overseas customers or the
price we charge for our products, which in turn could materially and adversely affect our
business, results of operations and financial condition.

Our results of operations may be adversely affected by foreign currency exchange rate
fluctuations

During the Track Record Period, the majority of our sales was in China and was
denominated in RMB and our cost of production was substantially denominated in RMB as our
production facilities are located in China. For the years ended 31 December 2016, 2017 and 2018,
95.9%, 96.2% and 97.6%, respectively, of our revenue were from sales in China, while the
remaining overseas sales were primarily denominated in USD. However, as and if we expand
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our overseas sales, those sales may be denominated in foreign currencies such as the USD
and/or the Euro. For example, we recently entered into a sales contract denominated in Euros
to sell our cables to a large scale bridge project in Turkey, known as the “1915 Canakkale
Bridge”. Accordingly, any significant depreciation in the value of foreign currencies such as the
Euro and USD against the RMB could adversely affect the value of our overseas projects in RMB
terms and thus our revenues.

Currency fluctuations are affected by a number of macro-economic factors not within our
control. Movements in Renminbi exchange rates are affected by, among other things, changes in
political and economic conditions and PRC foreign exchange regime and policy. Since July 2005,
the Renminbi has been pegged to a basket of several currencies, and accordingly, the Renminbi
may appreciate or depreciate significantly, depending on the fluctuation of the basket of
currencies that it is currently valued.

There are limited hedging instruments available to reduce our exposure to exchange rate
fluctuations between the Renminbi and other currencies. The cost of such hedging instruments
may fluctuate significantly over time and could outweigh the potential benefit from the
reduced currency volatility. As at the Latest Practicable Date, we have not engaged in any
hedging transaction to reduce our exposure to foreign currency exchange risks. In any event,
while we may decide to enter into hedging transactions in the future, the availability and
effectiveness of these hedging transactions may be limited and we may not be able to
successfully hedge our exposure, or at all, and our financial condition and results of operations

may be materially and adversely affected.

Our business depends on the continuing service of our senior management and any failure to

retain key senior management executives could have an adverse effect on our operations

Our business depends on the continuous service of our executive Directors, including Dr.
Tang, Mr. Zhou Xufeng, Ms. Zhang Weiwen and Mr. Ni Xiaofeng. For their relevant details,
please refer to the section headed “Directors, Senior Management and Employees”. Our success
will, to a certain extent, depend on whether we can continue to retain our senior management
executives and attract or retain other key personnel. If we lose the service of any key senior
management executives, or if we fail to replace any loss of such persons with alternative
personnel with similar expertise and experience, our business, results of operations, financial

condition and future prospects could be materially and adversely affected.
Our business operations may be affected if we fail to implement our expansion plans

We plan to expand our production facilities for our Prestressed Materials Business,
expand our research and development centre for our Cable Business and expand our
environmental protection facilities to continue to comply with relevant environmental
regulations. Please refer to the section headed “Future Plans and [REDACTED]”. The success
of our expansion is subject to a variety of factors beyond our control such as changes in the
economy, governmental policies and regulations.
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In addition, if the forecasted demand for our products does not grow at the pace that we
expect or at all, or if we are unable to deepen existing and develop additional customer
relationships in these markets and product lines, we may fail to realise return on these
investments, incur losses on such investments and be unable to redeploy effectively the
invested capital to take advantage of other markets and opportunities, potentially resulting in
lost of market share to our competitors. As a result, our business, financial condition and results
of operations may be materially and adversely affected. Further, we cannot assure you that our
production capacity expansion plans will be successfully implemented without delay or at all.
Any failure or delay in implementing any part of these plans may adversely affect our growth
and market expansion, which in turn could materially and adversely affect our business,
financial condition and results of operations.

Any operational failure or disruption to our production facilities could negatively affect our
business

A disruption to, or shortage of, water, electricity or gas may adversely affect our
production output. We produce all our products in our production facilities. From July to
December 2018, we experienced a power interruption for part of our galvanisation production
line due to a construction accident affecting a power transmission cable while the government
was making road repairs, rendering the equipment used for the “galvanisation” stage of
production inoperable during this period. Please refer to the section headed “Business — Our
Production — Our Production Facilities — Prestressed Material Business” for details. The
power interruption did not have a material adverse impact on our business as we were able to
purchase semi-finished galvanised prestressed materials for further processing. The gross
profit margin from the sales of self-produced galvanised prestressed products was around 27%
in 2018, while the gross profit margin from the sales of processed semi-finished galvanised
products was around 20% in 2018. However, should there be any future disruption that may
affect our production, there is no guarantee we would be able to take any mitigating measures
for our other products or in the future. A significant disruption to, or shortage of, utilities may
prevent us from manufacturing sufficient products during the affected period and may
materially and adversely affect our business, financial condition and results of operations.

In addition, our ability to adequately preserve our inventory of raw materials and to
produce, distribute and sell our products is critical to our success. If all or a portion of the raw
materials we hold in inventory is damaged, our ability to produce, distribute or sell our
products could be partially or materially hindered. If we fail to take adequate steps to mitigate
the likelihood or potential impact of such events, or to effectively manage such events if they
occur, this could materially and adversely affect our business, financial condition and results of
operations.

We may not be able to efficiently manage our inventory risks
We need to maintain sufficient inventory levels for our business operations in order to
meet our customers” demands. We generally maintain certain inventory level of raw materials

to ensure stable operations, and we cannot assure you that we can accurately predict sales and
avoid over-stocking or under-stocking of raw materials in our inventories.
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In addition, when we purchase raw materials based on the customers’ orders, we may not
be able to consume all such inventory in sufficient quantities if a customer cancels or reduces its
order. Changes in the product requirements of our customers may result in material increases or
decreases in demands for certain raw materials, which may negatively impact our results of
operations and inventory usage. As at 31 March 2019, approximately RMB139.1 million, or
78.4%, of our inventories as at 31 December 2018 were subsequently consumed or sold.

Inventory levels in excess of customer demand could result in inventory write-downs or
increase in inventory holding costs. On the contrary, if we underestimate demand or if our
suppliers fail to provide products in a timely manner, we may experience inventory shortages,
which could in turn result in unfulfilled customer orders, loss of sales and a negative impact on
customer relationships. We cannot assure you that we will be able to maintain an appropriate
inventory levels, and any such failure could have an adverse effect on our business, financial

condition, and results of operations.

Our failure to comply with environmental, safety, and health laws and regulations may
subject us to penalties

As part of our business operations, we are required to comply with various and extensive
environmental as well as health and safety laws and regulations promulgated by the PRC
government. Given the magnitude and complexity of these laws and regulations, compliance
with them or the establishment of effective monitoring systems may require a significant
amount of financial and other resources. As these laws and regulations continue to evolve, there
can be no assurance that the PRC government will not impose additional or more onerous laws
or regulations, compliance with which may cause us to incur significantly increased costs, that

we may not be able to pass on to our customers.

Our business operations may be affected by an occurrence of widespread public health
problems, acts of war, natural disasters or other events beyond our control

Our suppliers, production facilities and the majority of our customers are all located in
China. Any widespread health problems, acts of war or natural disasters such as bad weather
conditions, flooding, typhoons, tsunamis, snowstorms, landslides, earthquakes and fires, as
well as labour strikes or social turmoil that are beyond our control could have an adverse effect
on the overall business sentiment and environment, which in turn may have an adverse impact
on our sales. Epidemics may cause different degrees of damage to the national and local
economies and result in material disruptions to our operations. The occurrence of natural
disasters, unanticipated catastrophic events or a recurrence of an epidemic and other adverse
public health developments in the PRC could severely disrupt our business operations, and in
turn materially and adversely affect our business, financial condition and results of operations.
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We will continue to be controlled by our Controlling Shareholders, whose interests may

differ from those of our other Shareholders

Immediately following the [REDACTED] without taking into account of options which
may be granted under the Share Option Scheme, our Controlling Shareholders will hold
approximately [REDACTED] of our total issued share capital assuming no exercise of the
[REDACTED] (or approximately [REDACTED] if the [REDACTED] is fully exercised). As
such, our Controlling Shareholders will have substantial influence over our business, including
decisions regarding 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
may discourage, delay or prevent changes in control of our Company that would otherwise
benefit our other Shareholders. To the extent that the Controlling Shareholders have interests
that conflict with those of our Group and our other Shareholders, they may take actions in its
capacity as the Controlling Shareholders that may not be in the best interests of our
Shareholders as a whole.

RISKS RELATING TO CONDUCTING BUSINESS IN CHINA

Our business, financial condition and results of operations may be affected by changes in the
PRC government policies with respect to the infrastructure construction industry

Our products are mainly for use in infrastructure construction, in particular
transportation infrastructure projects such as bridges, railways and highways. As
transportation infrastructure is a key infrastructure component in urban development which
requires substantial investment, these projects in China are largely funded by municipal
government budgets. The future growth in the infrastructure construction industry in China
would depend on the continuing effort in urban planning and the capital investment by the
PRC government. Thus, our business relies heavily on policies promulgated by the PRC
government and infrastructure investment budgets by local governments.

Infrastructure investments by the PRC government are subject to periodic variations due
to national and regional economic policies and changes in the development of the Chinese
economy. The growth of the bridge construction market has been correlated with China’s
increasing investment in infrastructure construction pursuant to government’s initiatives in
social development and the improvement in bridge construction technology in recent years.
During the period between 2013 and 2017, the CAGR of total investments in fixed assets for
transportation infrastructure in China was 9.0%, according to Frost & Sullivan. It is expected
that with the introduction of various new government policies in relation to infrastructure
development, such as the “13th Five Year Plan” and the “Belt and Road” Initiative, more
bridges will be built and significant investment will be deployed in the transportation
infrastructure sector. If there is any change in the PRC government budgets, public expenses or
public policies in relation to the infrastructure construction in China, in particular for the
transportation sector, our business, financial position, results of operations and prospects may
be materially and adversely affected.
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The economic, political, legal and social conditions, government policies or any economic
downturn in the PRC could affect our business

Our business and results of operations are subject to the economic, political, legal and
social developments of the PRC, as most of our assets are located, and all of our products are
manufactured, in China. The Chinese economy differs from the economies of other countries in
many respects. The Chinese economy has historically been a planned economy and has been in
a transitional stage to a more market economy. Although the PRC government has implemented
measures emphasising the use of market forces for economic reform in recent years, we cannot
assure you that economic, political or legal systems of the PRC will not develop in a way that is
detrimental to our business. Moreover, uncertainties regarding interpretation and enforcement
of PRC laws and regulations may negatively affect our business. Any changes in the political,
economic, legal and social conditions in China or the relevant policies of the PRC government,
such as changes in laws and regulations or their interpretation, in particular changes in labour
laws which may result in wage increases, inflationary measures, changes in the tax rate or
method of taxation, further foreign exchange restrictions and the imposition of additional
import restrictions, could materially and adversely affect our business, financial condition and
results of operations.

The future performance of the Chinese economy is not only affected by the economic and
monetary policies of the PRC government, but may also be affected by material changes in
global economic and political environments as well as the performance of certain major
developed economies in the world. There may exist a continued uncertainty for the overall
prospects for the global and the Chinese economy in the foreseeable future.

In addition, our products are mainly for use in infrastructure construction, in particular
transportation infrastructure projects, any economic downturn in China may lead to a negative
effect to the construction industry. As infrastructure construction projects involves huge capital
and investment, any cyclical trends in the economy as a whole, fluctuations in interest rates and
the availability of new development initiatives by the government could affect the progress and
scale of a construction project, which may affect the demand for our products. If China
experiences any adverse economic conditions due to events beyond our control, our overall
business and results of operations and profits could be materially and adversely affected.
Furthermore, an economic downturn may hinder our ability to maintain adequate working
capital through cash generated from operations or through our banking credit facilities, which
may affect our liquidity position. Insufficient working capital and liquidity may have material
and adverse effect on our business, financial condition and results of operations.

We may be adversely affected by inflation or labour shortage in China

In recent years, the Chinese economy has experienced periods of rapid expansion and
highly fluctuating rates of inflation. During the past ten years, the rate of inflation in China has
been as high as 5.9% and as low as -0.7%. While inflation has recently slowed with a moderate
rate of 1.6% recorded in December 2017, it is uncertain when the general price level may
increase or decrease sharply in the future. Moreover, the significant economic growth in China
has resulted in a general increase in labour costs and shortage of low-cost labour. Inflation may
cause our production costs to continue to increase. If we are unable to pass on the increase in
production costs to our customers, we may suffer a decrease in profitability and a loss of
customers and our results of operations could be materially and adversely affected.
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Failure to comply with SAFE regulations relating to the establishment of offshore special
purpose companies by PRC residents, particularly SAFE Circular No. 37, may subject our
PRC resident Shareholders or our PRC subsidiaries to liabilities or penalties, limit our
ability to inject capital into our PRC subsidiaries or limit the ability of our PRC subsidiaries
to distribute profits to our Company

In July 2014, SAFE promulgated the SAFE Circular No. 37, pursuant to which a “special
purpose vehicle” means an overseas enterprise directly established or indirectly controlled by a
domestic resident (including domestic institutions and domestic individual residents) for the
purpose of engaging in investment and financing with the domestic enterprise assets or
interests he legally holds, or with the overseas assets or interests he legally holds. Domestic
residents establishing or taking control of a special purpose vehicle abroad which engages in
overseas investment and financing or makes round-trip investments in the PRC are required to
effect foreign exchange registration.

According to the PRC Legal Advisers, Dr. Tang, Mr. Lu and Mr. Wang are all subject to the
requirements under SAFE Circular No. 37 and all necessary foreign exchange registrations with
the local foreign exchange authority under SAFE Circular No. 37 were completed on 1 August
2017. However, there is no assurance that the PRC government will not have a different
interpretation of the requirements of SAFE Circular No. 37 in the future. Moreover, we may not
be fully informed of the identities of all the future Shareholders who are PRC residents. We do
not have control over the Shareholders and cannot assure you that all of the PRC resident
Shareholders will comply with SAFE Circular No. 37. Failure of the PRC resident Shareholders
to register or amend their SAFE registrations in a timely manner pursuant to SAFE Circular No.
37 may subject such Shareholders and our PRC subsidiaries to fines and legal sanctions. Failure
to comply with SAFE Circular No. 37 may also limit our ability to contribute additional capital
to our PRC subsidiaries, limit the ability of the PRC subsidiaries to distribute dividends to our
Company or otherwise materially and adversely affect our business.

We may be deemed a PRC resident enterprise under the CIT Law and any gains on the sales
of our Shares and dividends on our Shares may be subject to PRC income taxes

Under the CIT Law and its implementation rules, a PRC withholding tax at the rate of 10%
is applicable to dividends payable to investors which are “non-resident enterprises” that do not
have an establishment or place of business in the PRC, or that have such establishment or place
of business but the relevant income is not effectively connected with such establishment or
place of business to the extent such dividends have their source within the PRC unless there is
an applicable tax treaty between the PRC and the jurisdiction in which an overseas holder
resides which reduces or exempts the relevant tax. According to the Arrangements between the
Mainland of China and the Hong Kong Special Administrative Region for the Avoidance of
Double Taxation and the Prevention of Fiscal Evasion with respect to Taxes on Income (A1 3#5H
T Vs A5 I AT B [ B T S T A5 Ok G B B OB AN B IE M IR BB % HE)), the dividends derived by a
foreign investor residing in Hong Kong from its PRC subsidiary is subject to a tax rate of 5%
provided that the foreign investor directly holds not less than 25% of the equity interest of the
PRC subsidiary. However, according to the Notice of the State Administration of Taxation on
the Issues Concerning the Application of the Dividend Clauses of Tax Agreements (B % Bi 15 4
JRI BRI AT B I 5 J SV KA B R 4B N )) issued by the SAT on 20 February 2009, if the
main purpose of a transaction or an arrangement is to obtain preferential tax treatment, the PRC
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tax authorities will have the discretion to adjust the preferential tax rate for which an offshore
entity would otherwise be eligible. In addition, any gain realised on the transfer of shares by
foreign investors is subject to a 10% PRC income tax if such gain is regarded as income derived
from sources within the PRC. Since it is uncertain whether our Company will be considered a
PRC “resident enterprise”, dividends payable to the foreign investors of our Company with
respect to the Shares, or the gain the foreign investors of our Company may realise from the
transfer of the Shares, may be treated as income derived from sources within the PRC and be
subject to the PRC tax.

RISKS RELATING TO THE [REDACTED] AND OUR SHARES AND LISTING OF OSSEN
INNOVATION ON NASDAQ

There has been no prior public market in Hong Kong for our Shares and an active trading
market for the Shares may not develop or be sustained

Prior to the [REDACTED], no public market existed for our Shares. The initial
[REDACTED] to the public for our Shares is the result of negotiations between us (for ourselves
and on behalf of the [REDACTED]) and the [REDACTED] (for itself and on behalf of the
[REDACTED]) and the [REDACTED] may differ significantly from the market price for our
Shares following the [REDACTED]. We cannot assure you that an active [REDACTED] for our
Shares will develop following the [REDACTED] or, if it does develop, that it will be sustained
or that the market price for our Shares will not decline below the [REDACTED].

The [REDACTED] of the Shares may be volatile, which could result in substantial losses to
you

The [REDACTED] of the Shares may be volatile and could fluctuate widely in response to
factors beyond our control, including the general market conditions of the securities markets in
Hong Kong and elsewhere in the world. In particular, the [REDACTED] performance of Ossen
Innovation or other companies offering products and services related to ours, such as our
customers and competitors, may affect the [REDACTED] of the Shares. In addition to market
and industry factors, the [REDACTED] and [REDACTED] for the 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 the Shares to change substantially. Any of these
factors may result in large and sudden changes in the [REDACTED] and [REDACTED] of the
Shares.

Since there will be a gap of several days between [REDACTED] and [REDACTED] of our
Shares, holders of our Shares are subject to the risk that the [REDACTED] of the Shares
could fall during the period before [REDACTED] of the Shares begins

The [REDACTED] of our Shares is expected to be determined on the [REDACTED].
However, the Shares will not commence [REDACTED] on the Stock Exchange until they are
delivered, which is expected to be several business days after the [REDACTED]. As a result,
investors may not be able to sell or otherwise deal in the Shares during that period.
Accordingly, holders of the Shares are subject to the risk that the [REDACTED] of the Shares
could fall before [REDACTED] begins as a result of adverse market conditions or other adverse
developments that could occur between the [REDACTED] and the time [REDACTED] begins.
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Any sale of a substantial amount of the Shares in the public market, or any changes in the
number of Shares in issue, could negatively affect the market price of the Shares

We cannot assure you that, after the expiry of the restrictions in respect of their lock-up
undertakings, the Controlling Shareholders will not dispose of any Shares that they may own
now or in the future. Please refer to the section headed “[REDACTED]” in this [REDACTED].
Any sale of a substantial amount of the Shares in the public market after the completion of the
[REDACTED], or the perception that these sales may occur in the near future, could negatively
affect the market price of the Shares. Such sale or perception could also significantly impair our
ability to raise capital through [REDACTED] Shares in the future.

In addition, we may issue additional Shares, or securities convertible into the Shares, to
raise capital in the future,. We may also acquire interests in other companies by issuing Shares,
or using a combination of cash and Shares. Any of these events may dilute your ownership
interest in our Company and could negatively affect the market price of the Shares.

Any options granted under the Share Option Scheme may dilute the Shareholders’ equity
interests

Our Company has conditionally adopted the Share Option Scheme. Please refer to the
section headed “Statutory and General Information — D. Share Option Scheme” in Appendix IV to
this [REDACTED] for details. As at the Latest Practicable Date, no option had been granted to
subscribe for Shares under the Share Option Scheme. Following the [REDACTED] upon
exercise of the options that may be granted under the Share Option Scheme, there will be an
increase in the number of issued Shares. As such, there may be a dilution or reduction of
shareholding of the Shareholders which results in a dilution or reduction of the earnings per
Share or net asset value per Share. In addition, the fair value of the options to be granted to the
eligible participants under the Share Option Scheme will be charged to the consolidated
comprehensive income statement of our Group over the vesting periods of the options. The fair
value of the options shall be determined on the date of granting of the options. Accordingly, the
financial results and profitability of our Group may be adversely affected.

Fluctuations in the value of the Renminbi could have an adverse effect on your investment

Our income and expenses have been and are expected to continue to be primarily
denominated in Renminbi and we are exposed to the risks associated with the fluctuation in the
currency exchange rate of Renminbi. Should Renminbi appreciate against other currencies, the
value of the [REDACTED] from the [REDACTED] and any future financings, which are to be
converted from Hong Kong dollar or other currencies into Renminbi, would be reduced and
might accordingly hinder our business development due to the lessened amount of funds
raised. On the other hand, in the event of the devaluation of Renminbi, the dividend payments
of our Company, which are to be paid in Hong Kong dollars after the conversion of the
distributable profit denominated in Renminbi, would be reduced. Hence, substantial
fluctuation in the currency exchange rate of Renminbi may have a material adverse effect on
our business, operations and financial position and the value of your investment in the Shares.
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We may incur significant costs as a result of holding controlling interest in Ossen
Innovation, a publicly listed company in the United States, and our management is required
to devote substantial time to compliance requirements

Our subsidiary, Ossen Innovation, which holds our Prestressed Materials Business, is a
publicly listed company in the United States and its ADSs are traded on the NASDAQ Capital
Market under the stock code “OSN”. As a publicly listed company in the United States, we are
subject to the periodic reporting requirements of the U.S. Securities Exchange Act of 1934, as
amended (“U.S. Exchange Act”), and legal, accounting and other expenses incurred under the
Sarbanes-Oxley Act of 2002, as amended (“Sarbanes-Oxley Act”), together with rules
implemented by the U.S. Securities and Exchange Commission (“SEC”) and applicable market
regulators. These rules impose various requirements on public companies, including requiring
certain corporate governance practises. Our management and other personnel devote a
substantial amount of time to these requirements. Moreover, these rules and regulations
increase our legal and financial compliance costs and make some activities more
time-consuming and costly.

As required by Section 404 of the Sarbanes-Oxley Act, we must perform system and
process evaluations and testing of our internal controls over financial reporting to allow
management to report on the effectiveness of our internal controls over financial reporting.
Such compliance requires that we incur substantial accounting expenses and expend significant
management efforts. In the event we identify significant deficiencies or material weaknesses in
our internal controls that we cannot remediate in a timely manner, the market price of our
Shares and/or ADSs could decline if investors and others lose confidence in the reliability of
our financial statements, we could be subject to sanctions or investigations by the SEC or other
applicable regulatory authorities and our business could be harmed.

In addition, as a U.S. listed company, Ossen Innovation is also subject to the United States
Foreign Corrupt Practises Act (“FCPA”), which prohibits U.S. companies from making
prohibited payments to foreign officials for the purpose of obtaining or retaining business.
Corruption, extortion, bribery, pay-offs, theft and other fraudulent practises occur from time to
time in mainland China. If our employees or other agents are found to have engaged in such
practises, we could suffer severe penalties under the FCPA.

The trading prices and volumes of the ADSs of Ossen Innovation may be volatile, which may
have an effect on the prices and volumes of our Shares traded on the Stock Exchange and the

ability of Ossen Innovation to remain listed on NASDAQ

The market price for the ADSs of Ossen Innovation is highly volatile and subject to wide
fluctuations in response to various factors beyond our control, such as:

. actual or anticipated fluctuations in our operating results and revisions to our
expected results;

. changes in financial estimates by securities research analysts;
° conditions in the markets for our products;

o the [REDACTED];
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. changes in the economic performance or market valuations of companies
specialising in our industry or our customers or their industries;

. changes in market valuations of U.S. listed companies headquartered in China, and
in particular small capitalisation companies;

. announcements by us or our competitors of new products, acquisitions, strategic
relationships, joint ventures or capital commitments;

. addition or departure of our senior management and key personnel;
. fluctuations of exchange rates between the Renminbi and the U.S. dollar; and
. sales or perceived potential sales of the ADSs or shares of Ossen Innovation.

Under NASDAQ Capital Market listing rules, the ADSs of Ossen Innovation need to trade
at a bid price at or above US$1.00, and if this requirement has not met for an extended period of
time or rectified in a timely manner, Ossen Innovation may be delisted from NASDAQ. Please
refer to the section headed “History, Reorganisation and Group Structure — Listing on Other
Stock Exchanges — Historic non-compliance incidents” for further information. In addition, the
characteristics of the U.S. capital markets and the Hong Kong capital markets are different. The
NASDAQ and the Stock Exchange have different trading hours, trading characteristics
(including trading volume and liquidity), trading and listing rules, and investor bases
(including different levels of retail and institutional participation). Accordingly, the trading
prices and volumes of our Shares on the Stock Exchange may be affected by the market price for
the ADSs of Ossen Innovation.

Ossen Innovation may be subject to securities litigation in the United States, which could be
expensive and divert management attention

As a publicly traded company on NASDAQ, Ossen Innovation is subject to securities
litigation claims by its ADS holders in the United States regardless of whether there is any
substantial merit to the claims. In particular, companies that have experienced volatility in the
volume and market price of their shares have been subject to an increased incidence of
securities class action litigation which would likely be expensive. We may be the target of this
type of litigation in the future. Securities litigation against us could result in substantial costs
and divert our management’s attention from other business concerns, and, if adversely
determined, could have a material adverse effect on our business, financial condition and
results of operations.

There is no assurance that the Company will declare dividends in the future

Since the date of our incorporation, no dividend has been paid or declared by us. We may
pay dividends to our Shareholders in the future. We cannot guarantee whether and when any
dividends will be paid in the future, and potential investors should be aware that historical
dividends record shall not be used as a reference or basis upon which future dividends may be
determined. The declaration, payment and amount of any future dividends of the Company
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will be subject to the discretion of the Directors, and will depend upon, among other things, our
earnings, financial condition, cash requirements and availability of profits, the provisions of
the Articles and the Companies Law and other relevant factors. Details of our Company’s
dividend policy and dividends are set out in the section headed “Financial Information —
Dividend”.

In particular, our Company is a holding company and conducts substantially all of our
business through our operating subsidiaries. As a result, our ability to pay dividends depends
on dividends and other distributions received from our operating subsidiaries, which in turn
depend on the legal and regulatory requirements to which the relevant subsidiary is subject.
Generally, our subsidiaries could not pay any dividends to us if they do not have any
distributable profit. Limitation on the ability of our subsidiaries to remit their after-tax profits
to us in the form of dividends or other distributions could adversely affect our ability to grow,
invest, pay dividends and other distributions and conduct our business. In addition, restrictive
covenants in banking facilities that our subsidiaries may enter into in the future may also
restrict the ability of our subsidiaries to pay dividends or make distributions to us. These
restrictions would reduce the amount of dividends or other distributions we could receive from
our subsidiaries, which in turn would restrict our ability to pay dividends to our Shareholders.

The laws of the Cayman Islands relating to the protection of the interests of minority
shareholders may differ from the laws of Hong Kong and other jurisdictions

Our corporate affairs are governed by, among other things, the Memorandum and
Articles of the Company and the Companies Law and common law of the Cayman Islands. The
laws of the Cayman Islands relating to the protection of the interests of minority shareholders
differ in some respects from those established under statutes or judicial precedents in existence
in Hong Kong. This may mean that the remedies available to our minority Shareholders may be
different from those available under the laws of Hong Kong or other jurisdictions. A summary
of the constitution of our Company and the Companies Law is set out in Appendix III to this
[REDACTED].

We cannot guarantee the accuracy of facts and other statistics with respect to our industry
contained in this [REDACTED]

We have derived certain facts and other statistics in this [REDACTED] relating to the
industry in which we operate from various third-party sources that we believe to be reliable
and appropriate. While we have taken reasonable care in the reproduction of the information
and our Directors have no reason to believe that any of the information is false or misleading or
that any fact has been omitted that would render it false or misleading, such facts and statistics
not been prepared or independently verified by us, the [REDACTED], the Sole Sponsor, the
[REDACTED], the [REDACTED], the [REDACTED] or any of our or their respective directors,
officers, employees, agents, affiliates or advisers or any other party involved in the
[REDACTED]. Therefore, we make no representation as to the accuracy of such facts and
statistics, which may not be consistent with other information complied within or outside
China or available from other sources. Due to possibly flawed or ineffective sampling or
discrepancies between published information and market practise or other reasons, such facts
and statistics may be inaccurate and may not be comparable to official statistics and you should
not place undue reliance on them. Accordingly, you should consider carefully how much
weight or importance you should attach to or place on such facts or statistics.
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[REDACTED] should not rely on any information in the press articles or other media
regarding our Group or the [REDACTED] not contained in this [REDACTED]

There may be certain press coverage in certain news publications regarding our Group
and the [REDACTED] which include certain financial information, financial projections and
other information about our Group that do not appear in this [REDACTED]. We wish to
emphasise to [REDACTED] that we do not accept any responsibility for the accuracy or
completeness of any information disseminated in the articles or media and that such
information was not sourced from or authorised by our Group.

We make no representation as to the appropriateness, accuracy, completeness or
reliability of any of the information and underlying assumptions. To the extent that any of such
information is inconsistent with, or conflicts with, the information contained in this
[REDACTED], we disclaim it. Accordingly, [REDACTED] are cautioned to make
[REDACTED] decisions on the basis of the information contained in this [REDACTED] only
and should not rely on any other information.

Forward-looking statements contained in this [REDACTED] are subject to risks and
uncertainties

This document contains certain statements that are “forward-looking” and indicated by

”oou ”ou

the use of forward-looking terms such as “aim”, “anticipate”, “believe”, “could”, “estimate”,
“expect”, “going forward”, “intend”, “ought to”, “may”, “plan”, “potential”, “project”, “seek”,
“should”, “will” or “would” or similar expressions. You are cautioned that any
forward-looking statement involves risks and uncertainties and any or all of the assumptions
relating to the forward-looking statements could prove to be inaccurate. As a result, the
forward-looking statements could be incorrect. The inclusion of forward-looking statements in
this [REDACTED] should not be regarded as a representation by us that the plans and

objectives will be achieved, and you should not place undue reliance on such statements.
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In preparation for the [REDACTED], our Company has sought the following waiver from

strict compliance with the relevant provision of the Listing Rules:
MANAGEMENT PRESENCE

Rule 8.12 of the Listing Rules requires 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.

At present, since we conduct our principal business operations in the PRC, all of our four
executive Directors are not ordinarily resident in Hong Kong and will continue to be based in
the PRC. We do not and will not, in the foreseeable future, have a sufficient management
presence in Hong Kong as required under Rule 8.12 of the Listing Rules.

Accordingly, we have applied to the Stock Exchange for, and obtained, a waiver from
strict compliance with the requirements set out in Rule 8.12 of the Listing Rules subject to the

following conditions:

(i)  we have appointed two authorised representatives pursuant to Rule 3.05 of the
Listing Rules who will act as our principal channels of communication with the
Stock Exchange. The two authorised representatives are Dr. Tang, our executive
Director and Ms. Choy Yee Man (%¢%53(), our company secretary. Each of the
authorised representatives will be available to meet with the Stock Exchange in
Hong Kong within a reasonable period of time upon request and will be readily
contactable by telephone, email and facsimile by the Stock Exchange. We have duly
authorised both of the representatives to communicate on our behalf with the Stock
Exchange;

(ii) our authorised representatives have means to contact all Directors (including the
independent non-executive Directors) and the senior management team promptly
at all times as and when the Stock Exchange wishes to contact our Directors on any
matters. To enhance the communication between the Stock Exchange, (a) each
executive Director and independent non-executive Directors has provided his
mobile phone number, office phone number, facsimile number (if available) and
email addresses (if available) to the authorised representatives; (b) in the event that
an executive Director or independent non-executive Director expects to travel and
be out of office, he/she will provide the phone number of the place of his/her
accommodation to the authorised representatives; and (c) all Directors and
authorised representatives will provide their respective mobile phone number,
office phone number, facsimile number and email address to the Stock Exchange;
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(iii)

(iv)

each of our Directors who is not ordinarily resident in Hong Kong has confirmed
that he either possesses or will apply for valid travel documents to visit Hong Kong
and would be able to meet with the Stock Exchange within a reasonable period of

time; and

we have also, in accordance with Rule 3A.19 of the Listing Rules, appointed
[REDACTED], as our [REDACTED], who will act as an additional channel of
communication with the Stock Exchange. The [REDACTED] will advise on
on-going compliance requirements and other issues arising under the Listing Rules
and other applicable laws and regulations in Hong Kong for a period commencing
on the [REDACTED] at least until the date on which our Company complies with
Rule 13.46 of the Listing Rules in respect of our Company’s financial results for the
first full financial year after the [REDACTED]. The [REDACTED] will have access
at all times to our authorised representatives, Directors and the other senior
management of the Company to ensure that it is in a position to provide prompt
response to the enquiries or requirements raised by the Stock Exchange in respect of
our Company.
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[REDACTED]
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[REDACTED]
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[REDACTED]
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[REDACTED]
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

DIRECTORS
Name Address Nationality
Executive Directors

Dr. Tang Liang (¥%7¢) 49 Wan Ping Road, Xuhui District Chinese
Shanghai, China

Mr. Zhou Xufeng (J#JIH I%) Room 1203, No. 7, Lane 555 Chinese
Zhangyang North Road
Shanghai, China

Ms. Zhang Weiwen (iR f#30) Room 1403, No. 335 Chinese
Dongyuan No. 3 Village
Shanghai, China

Mr. Ni Xiaofeng (fiillEEI5) Room 1003 Chinese
No. 281, Gongfu Ercun
Shanghai, China

Independent non-executive Directors

Ms. Pan Yingli (% 7% ) No. 149, Lane 99 Chinese
Wan Ding Road
Minhang District
Shanghai, China

Mr. Chen Dewei (B f&4%) Room 901, No. 65, Lane 288 Chinese
Shuang Yang North Road
Shanghai, China

Mr. Zhang Bihong (% 55 54) Flat E, 22/F, Block 2 Chinese
1 Austin Road West
The Harbourside
Tsim Sha Tsui
Kowloon, Hong Kong

For more information on our Directors and members of senior management, please refer

to the section headed “Directors, Senior Management and Employees” in this [REDACTED].
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PARTIES INVOLVED IN THE [REDACTED]

Sole Sponsor Haitong International Capital Limited
8/F, Li Po Chun Chambers
189 Des Voeux Road Central
Hong Kong

[REDACTED] [REDACTED]
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DIRECTORS AND PARTIES INVOLVED IN THE [REDACTED]

Legal advisers to our Company

Legal advisers to the Sole Sponsor
and the [REDACTED]

Auditors and Reporting Accountants

Industry Consultant

[REDACTED]

As to Hong Kong law

K&L Gates

44/F, Edinburgh Tower, The Landmark
15 Queen’s Road Central

Central, Hong Kong

As to PRC law

Grandall Law Firm (Shanghai)
23-25/F, Garden Square

968 West Beijing Road
Shanghai 200041, China

As to Cayman Islands law

Maples and Calder (Hong Kong) LLP
53rd Floor, The Center

99 Queen’s Road Central

Hong Kong

As to Hong Kong law
[REDACTED]

As to PRC law
[REDACTED]

BDO Limited

Certified Public Accountants
25th Floor, Wing On Centre
111 Connaught Road Central
Hong Kong

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

500 Yunjin Road

Xuhui District

Shanghai, China

[REDACTED]
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CORPORATE INFORMATION

Registered office

Headquarters and principal place of
business in the PRC

Principal place of business in
Hong Kong

Company’s website

Company secretary

Authorised representatives

Audit committee

Remuneration committee

Nomination committee

Maples Corporate Services Limited

PO Box 309

Ugland House, Grand Cayman KY1-1104
Cayman Islands

Floor 16, 518 Shangcheng Road
Shanghai 200120
PRC

Level 54, Hopewell Centre
183 Queen’s Road East
Hong Kong

WWW.pji-group.com

(Note: content in this website does not form part of this
document)

Ms. Choy Yee Man (%4 3C) (FCS, FSIC)
Level 54, Hopewell Centre

183 Queen’s Road East

Hong Kong

Dr. Tang Liang (%55¢)
49 Wan Ping Lu, Xuhui District
Shanghai, China

Ms. Choy Yee Man (%4 )
Level 54, Hopewell Centre
183 Queen’s Road East
Hong Kong

Mr. Zhang Bihong (k5 54) (Chairman)
Ms. Pan Yingli (% 3% )
Mr. Chen Dewei (Bffff#)

Ms. Pan Yingli (& %2 B€) (Chairman)
Mr. Chen Dewei (B f&4%)
Mr. Zhang Bihong (il% 55 54)

Mr. Chen Dewei (F1&4s) (Chairman)

Ms. Pan Yingli (% 2% )
Mr. Zhang Bihong (5 #i54)
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[REDACTED] [REDACTED]

Principal bankers Guangzhong Sub-branch, Bank of Shanghai
No. 879, Guangzhong Road
Shanghai, China

Jiashan Sub-branch, Agriculture Bank of China
No. 285, East Jiefang Road

Weitang Street, Jiashan County

Jiaxing City, Zhejiang Province, China

Shanghai Branch, Bank of Nanjing
No. 909, North Zhongshan Road
Shanghai, China

[REDACTED] [REDACTED]
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INDUSTRY OVERVIEW

Certain information contained in this section and elsewhere in this [REDACTED] has been
derived from wvarious public sources or extracted from a commissioned market research report
prepared by Frost & Sullivan for the purposes of this [REDACTED]. We believe that the sources of
the information in this section are appropriate sources for such information, and we have taken
reasonable care in extracting and reproducing such information. We have no reason to believe that
such information is false or that any fact has been omitted that would render such information
misleading. In addition, we believe there is no adverse change in market information since the date of
the Frost & Sullivan report which may qualify, contradict or have an impact on such information.
Howewver, such information has not been independently verified by us or any of our Directors, the
[REDACTED], the Sole Sponsor, the [REDACTED], the [REDACTED], the [REDACTED] or
the [REDACTED] and no representation is given as to its accuracy. Such information may not be
consistent with the information compiled by other sources.

SOURCE OF INFORMATION

We have commissioned Frost & Sullivan to conduct market research and analysis on the
bridge cable market and prestressed materials industry in China for the period from 2013 to
2022. The market research was completed in December 2018. Frost & Sullivan is an independent
global consulting firm founded in 1961 in New York. It offers industry research and market
strategies and provides growth consulting and corporate training.

In preparing the report described above, Frost & Sullivan conducted detailed primary
research which involved discussions on the status of the selected industries with certain
leading industry participants. Frost & Sullivan also conducted secondary research which
involved reviewing company reports, independent research reports and data based on its own
research database.

Frost & Sullivan obtained the figures for various market size estimates from historical
data analysis plotted against macroeconomic data, as well as considered the industry key
drivers discussed in the report. Its forecasting methodology integrates several forecasting
techniques with its internal analysis of critical market elements investigated in connection with
its market research work. These elements include expert-opinion forecasting methodology,
integration of market drivers and restraints, integration with the market challenges, integration
of market trends and integration of econometric variables.

We were charged RMBO0.84 million by Frost & Sullivan in connection with its preparation
of the research which we believe reflects market rates for reports of this type. Our payment of
such fee is not contingent upon the results of its research and analysis. The research report is
based on the following basis and assumptions:

. China’s economy is expected to maintain a steady growth during the forecast
period;
° China’s social, economic, and political environment is expected to remain stable

during the forecast period; and

. China’s fixed asset investment is expected to maintain a steady growth rate due to
key drivers such as urbanisation, the “13th Five Year Plan” and the “Belt and Road”
Initiative.

THE BRIDGE CONSTRUCTION INDUSTRY IN CHINA
Types of Bridges

Bridges can be classified by structure or size. Structure refers to the main load-bearing
structure of a bridge and size refers to the length of main span of the bridge. Bridges are
designed to cater for the functionalities of a bridge, the geographies of the construction site, the
amount of available funds, etc. Bridge cables are often used for the construction of long-span
bridges. As the bridge span gets longer, the load of the deck is transmitted to the ground
through bridge cables. Please refer to “Business — Our Business — Cable Business” for simple
illustration of a suspension bridge and cable-stayed bridge.

— 64 —



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

INDUSTRY OVERVIEW

Below set out the description of bridges that our Group supplies to:

By structure

Types

* Arch
bridge

e Cable-stayed

Description

Arch bridges use the arch as the main
load-bearing structure and transmit _m

part of the load to the ground

through bridge cables.

Cable-stayed bridges use stay cables _
to connect the pylons and the deck M

bridge
and this connecting structure forms
the main load-bearing structure of tiincia
the bridge.
* Suspension  Suspension bridges use main cables
bridge and hangers as the main load-bearing A\ ——©1

By Size

structure.

The size of a bridge depends on the length of the main span and main span refers to the
longest span of a bridge as illustrated below:

Types

Super-long-span
bridges

Long-span
bridges

Other bridges

Main span

Super-long-span bridges refer to cable-stayed bridges with a
main span of 400 m. or above and suspension bridges with a
main span of 900 m. or above, which demand high standards of
technical skills in its construction and use of materials. As the
main span gets longer, the difficulty in its design and
construction techniques (including the technological
requirements for bridge cables) increases considerably.

Long-span bridges generally refer to all the cable-stayed
bridges and suspension bridges that use bridge cables as the
main load-bearing structure.

Other bridges refer to bridges that do not use bridge cables as
the main load-bearing structure. They include certain arch
bridge, beam bridge, truss bridge and bridges with a short
main span. These bridies account for the majority of the
bridges constructed in China.
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The Supply Chain for Bridge Cable Manufacturing

Our Prestressed
Materials Business

Construction
materials®

High carbon > Prestressed
steel wire rods ; materials :

Bridge % Bridge

cables®@

Other raw materials

Our Cable Business |

Notes:

(1) Prestressed materials manufacturers mainly supply prestressed materials as raw materials to
construction materials manufacturers to produce pre-cast concrete components or for construction
projects such as airports, stadiums, exhibition centres, and oil-drilling platforms.

(2) Prestressed materials manufacturers mainly supply galvanised prestressed materials to bridge cable
manufacturers as raw materials to produce bridge cables.

The Bridge Construction Market in China

The growth of the bridge construction market has been correlated with China’s increasing
investment in infrastructure construction pursuant to government’s initiatives in social
development and the improvement in bridge construction technology in recent years. During
the period between 2013 and 2017, the CAGR of total investments in fixed assets for
transportation infrastructure in China was 9.0%, while the CAGR of investment in fixed assets
for tunnel and bridge construction in China was 11.5%. It is expected that with the introduction
of various new government policies in relation to infrastructure development, such as the “13th
Five Year Plan” and the “Belt and Road” Initiative, more bridges will be built and significant
investment will be deployed in the transportation infrastructure sector. According to Frost &
Sullivan, the fixed assets investment in (a) transportation infrastructure construction is
forecasted to grow at a CAGR of 5.5%; and (b) tunnel and bridge construction is forecasted to
grow at a CAGR of 10.4% between 2018 and 2022; and the total length of highway bridges in
China is projected to rise at a CAGR of 6.2% between 2018 and 2022.

Total investments in fixed assets of transportation infrastructure construction in China, 2013-2022E

RMB Trillion CAGR 2013-2017 2018E-2022E Growth Rate
Total Investments 9.0% 5.5%
5.0 20%
4.1 o,
45 Total Investment Growth Rate 37 3.9 18%
4.0 35 : 16%
13.6% 3.3 ’
35 3.1 14%
3.0 2.7 29 129
: 25 ‘ ?
2.5 2.2 8.0% 10%
7.4% o,
6.9 / 0, 00
2.0 o 6.5% 6.1% » . 8%
15 o 5.4% 4.9% 6%
1.0 4%
0.5 2%
0.0 0%

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

Source: National Bureau of Statistics of China, Frost & Sullivan
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Investment in Fixed Assets: Tunnel and Bridge Construction, 2013-2022E

CAGR 2013-2017 2018E-2022E
RMB Billion Tunnel and Bridge Construction 11.5% 10.4% Growth Rate
60 Investment in Fixed Assets: Tunnel and Bridge Construction 547 40%
Growth Rate 50.0
50 454 30%
370 41.1
40 06 33.4 . 20%
30 25.2 27 10%
21.6 ’ 29.4%
20 16.7% 125%  108%  111%  105%  101%  94% | 0%
10 -10%
-8.9%
0 -20%

2013 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E
Source: National Bureau of Statistics of China, Frost & Sullivan

THE BRIDGE CABLE INDUSTRY MARKET IN CHINA

Bridge cables are an essential component in long-span bridges and they are the main
load-bearing or force transmission structure on a bridge. They are mainly used for the
construction of long-span bridges including suspension bridges and cable-stayed bridges.
Apart from bridge applications, bridge cables are sometimes used for the construction of large
architectural structures such as airports and sports stadiums. The history of the construction of
long-span bridges in China can be traced back to 1991 when the first Chinese-made
cable-stayed super-long-span bridge, Shanghai Nanpu Bridge (R ifi K1) was completed.

Bridge cables can be categorised into suspension cables and stay cables, and they are
mainly used for the construction of suspension bridge and cable-stayed bridges.

Please refer to the section headed “Business — Our Business — Cable Business —
Overview” for the illustrations of the cables used for suspension bridges and cable-stayed

bridges.
The Bridge Cable Market in China

The growth of the bridge cable manufacturing industry is largely correlated to the
super-long-span bridge construction industry as bridge cables are an essential part of its
construction.

During the period of 2013 to 2017, the number of completed super-long-span bridge
increased at a CAGR of 10.8%, from 51 to 77, and the number of completed super-long-span
bridges is forecasted to reach 194 in 2022, representing a CAGR of 20.8% between 2018 and 2022.
It is expected there will be around 23 newly completed super-long-span bridges in China every

year on average between 2018 and 2022.
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Total number of completed super-long-span bridges in use in China
(based on bridges that are open to traffic), 2013-2022E

mmm Number of suspension bridges with main CAGR 2013 -2017 2018E -2022E
span over 900 metres (including 900 Super -long suspension bridge 6.9% 28.2%
Unit metres) Super -long cable -stayed bridge 12.1% 18.5%
Number of cable-stayed bridges with main Total 10.8% 20.8% Total Growth
250 span over 400 metres (including 400 50%
metres) 194 45%
200 Total Growth 165 40%
136 . 35%
150 . 30%
P 25%
100 s 65 71 77 25 i g:/o
13 157 za 0 o
5 ;/66\9 ” 102 0%
38 47 52 56 60 71 5%
0%
2013 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E
Source: Frost & Sullivan
Number of newly completed super-long-span bridges in use in China, 2013-2022E
u Newly completed suspension bridges with main span over
900 metres (including 900 metres)
Unit Newly completed cable-stayed bridges with main span over
400 metres (including 400 metres)
35
29 29
30
25
25
20
20
14
15 5]
9 57
10 7 5 6 6 . 16 19 19
5 9 2w | 11
€ 5 4 4
0
2013 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E
Source: Frost & Sullivan

According to Frost & Sullivan, the pricing of cable products is determined by various
factors including the raw material price, price sensitivity of the customer, technical
requirements for the specific project and customer relationship, and profit margin for the
bridge cable manufacturer. Therefore, the selling price for each project may differ significantly.
The average selling price of cable products for the market in China fluctuated from around
RMB10,000 per tonne to RMB20,000 per tonne between 2013 and 2017. Going forward, the
average selling price of cable products is expected to fluctuate in response to the rising raw
material prices and demand for infrastructure construction projects, according to Frost &
Sullivan.

Sales Revenue of Bridge Cable in the PRC 2013-2022E

CAGR 2013 -2017 2018E -2022E
- Growth Rate
Million RMB Sales Revenue Sales Revenue 7.4% 10.1%

4, 20%

000 Growth Rate 3,486.1 0%
3,500 3,169.2
3,000 semme 79 15%

23703

2,500 Lops 20412 H1866
2000 | 16410 17887 10%
og%  105%  102%  100%

1,500 9.0% 8.6% 8.4%
1,000 7.1% 5%
500 5.1%
0 0%

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

Source: Frost & Sullivan
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The total sales revenue of bridge cable market in China grew steadily from approximately
RMB1,641.0 million in 2013 to approximately RMB2,186.6 million in 2017 at a CAGR of 7.4%,
driven by the increase in the number of super-long-span bridge and an increase in investment
in fixed assets in China, according to Frost & Sullivan. It is forecasted that the market will
continue to grow at a CAGR of 10.1% between 2018 and 2022 due to a growing demand for
super-long-span bridges in China, according to Frost & Sullivan.

PRESTRESSED MATERIALS MANUFACTURING INDUSTRY IN CHINA

Types of Prestressed Materials

Definition and Classification of Prestressed Materials

® Prestressing refers to the application of tensile stress to materials (such as steel cables, wires, etc.) before load is applied on
construction materials in order to counteract all or part of the stresses that will result from the load and avoid damage to
structures.

® Prestressed materials are made from steel rods and mainly processed into prestressed steel and applied in prestressed bridge cables,
prestressed concrete and other prestressed building materials. High quality prestressed materials are characterised by its
processability, durability, strength and flexibility. Prestressed steel can fully utilise the potential strength of steel, improve the
load-bearing structure and eventually achieve the aim of carrying more load and saving the amount of steel required.

¢ The following diagram shows the different types of prestressed materials:

Prestressed Prestressed Prestressed Presvt;'essed Prestressed
] Wires ' [ | WireRopes [ ]:[ | Strands [ i | Bunlc{fes 17 | WireBars [ ]

® Prestressed wires ¢ Prestressed wire ropes Prestressed strands Prestressed wire ® Prestressed wire

are made of steel
wire directly. They
are the basic unit of
prestressed steel
materials.

are braided by steel
wires with diameter of
1 mm, and are
normally categorised
by outer diameters.
They are usually used
in hoisting, installing
and dragging heavy
materials.

are braided by steel
wires with diameter
of over 5 mm, and are
normally categorised
by strength levels and
outer diameters, etc.
They are usually used
as construction
materials directly.

bundles are composed
of multiple prestressed
wire ropes and wires.
They are normally
applied in the
post-tensioned
prestressed
component.

bars are made of
steel wire rod, and
the outer diameter
is larger than
prestressed strands.

Products produced
by our Prestressed
Materials Business

Products produced
by our Prestressed
Materials Business

The Prestressed Materials Market in China

The total sales value of prestressed materials in China grew steadily from approximately
RMB14,004.6 million in 2013 to approximately RMB23,311.1 million in 2017 at a CAGR of 13.6%,
although the growth rate slowed in 2015 and 2016 as the government’s “12th Five Year Plan”, a
government policy concerning the economic and social development implemented in 2010, had
come to its final stage. It is forecasted that the market will regain its growth momentum and
reach RMB43,789.4 million by 2022, achieving a CAGR of 13.2% between 2018 and 2022,
according to Frost & Sullivan. The new “13th Five Year Plan” which began in 2016, is expected
to boost the infrastructure investment in China and lead to a higher demand for infrastructure
construction raw materials.

The prestressed materials market is expected to grow at a CAGR of 13.2% between 2018
and 2022 while the total investment in fixed assets of infrastructure construction in China is
expected to grow at a CAGR of 11.8% between 2018 and 2022 mainly due to (i) higher safety and
technological requirement in building construction, which would lead to an increase in the
volume of prestressed materials used, and (ii) increased demand for higher specification,
prestressed products as product standards advance, which is likely to increase the average
market price, according to Frost & Sullivan.
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Sales Value of Prestressed Materials in China, 2013-2022E

RMB Million CAGR 2013-2017 2018E-2022E

Growth
Sales Value of
Prestressed Materials 13.6% 13.2% 100%
50,000 43,789.4
45,000 90%
000 38,751.7 807,
40, 342329 "
35,000 30,214.4 70%
30,000 233111 26,691.2 60%
25,000 s 20005 50%
20,000 16,483.4 e 40%
14,004.6 0
15,000 17.7% 16.5% 30%
10,000 ' 12.4% 8.0% D% 145%  132%  133%  132%  13.0% - 20%
5,000 : 10%
0 0%
2013 2014 2015 2016 2017 2018E 2019E 2020E 2021E 2022E
Sales value of prestressed materials Growth rate
Source: Frost & Sullivan

Sales Value of Plain Surface Prestressed Products in the PRC, 2013-2022E

CAGR 2013 -2017  2018E -2022E
RMB Million P Growth Rate
Prest am duli acde " 14.3% 11.5%
35,000 restresse roaucts 100%
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Source: Frost & Sullivan

Sales Volume of Plain Surface Prestressed Products in the PRC, 2013-2022E

T};:;T;d CAGR 2013 2017 2018E -2022E Growth Rate
Plain Surface Prestressed Products 15.2% 9.0%
6,000 100%
Sales volume of plain surface prestressed materials 5,005.6
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Sales Value of Galvanised Prestressed Products in the PRC, 2013-2022E

RMB Million CAGR 2013 -2017 2018E -2022E Growth Rate
Galvanised Prestressed Products 7.3% 18.7%

10,000 100%
9,000 Galvanised Prestressed Products 8,626.5 90%
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Source: Frost & Sullivan

Sales Volume of Galvanised Prestressed Products in the PRC, 2013-2022E
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Source: Frost & Sullivan

Sales Value of Rare Earth Coated Prestressed Products in the PRC, 2013-2022E

RMB Million CAGR 2013 -2017 2018E -2022E Growth Rate
Rare Earth Coated Prestressed Products 16.5% 13.2%
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Source: Frost & Sullivan
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Sales Volume of Rare Earth Coated Prestressed Products in the PRC, 2013-2022E

Thousand

e CAGR 20132017 2018E -2022E Growth Rate
onnes
Rare Earth Coated Prestressed Products 20.9% 9.2%
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Source: Frost & Sullivan

Plain surface prestressed products: Plain surface prestressed products are commonly used as
prestressed material in road building and railway construction and contributed to the majority
of the market size of the prestressed materials market. Between 2013 and 2017, the sales value
for plain surface prestressed 1{)roducts in the PRC grew steadily at a CAGR of 14.3% and is
forecasted to grow at a CAGR of 11.5% between 2018 to 2022 due to the favourable outlook
driven by the growing investments in fixed assets of infrastructure construction and
transportation, according to Frost & Sullivan. Sales volume of the plain surface prestressed

roducts decreased slightly since 2016 from 3.9 million tonnes in 2016 to 3.5 million tonnes in
2018 due to the slowdown in the fixed assets investment in the last few years.

Galvanised prestressed products: Galvanised prestressed products are widely used in
various architectural structures such as bridge cable construction, large stadiums and oil
drilling platform that requires high corrosion resistance as the prestressed wires can be
galvanised with various metallic compound such as zinc alloy and magnesium alloy providing
various strength levels. The sales value for galvanised prestressed products in the PRC grew at
a CAGR of 7.3% between 2013 to 2017. With the increasing application of the galvanised
prestressed products and a growth in the demand for bridge cables, it is expected that the sales
value will grow at a CAGR of 18.7% between 2018 to 2022, according to Frost & Sullivan.

Rare earth coated prestressed products: The sales value of the rare earth coated prestressed
products in the PRC recorded a CAGR of 16.5% between 2013 to 2017 and is expected to grow at
a slower CAGR of 13.2% between 2018 and 2022. From 2016 to 2018, sales volume was also on a
decreasing trend, decreasing by 14.3% from 689.2 thousand tonnes in 2016 to 590.3 thousand
tonnes in 2018. It is forecasted that the growth rate and sales volume will start to pick up in 2019
due to the positive market outlook in investment in fixed assets in China, according to Frost &
Sullivan.

Average Price of Prestressed Material Breakdown by Products in the PRC, 2013-2022E

Plain surface Galvanised prestressed Rare earth coated
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The price trend for prestressed material products are significantly dependent on the price
fluctuation of its major raw materials, high carbon steel wire rods. The price for prestressed
materials products normally reflect changes to the price of high carbon steel wire rods, but with
around a one year delay because the market price for prestressed products reflect the historical
raw material costs used for production. Market prices for prestressed products reflect historical
raw material prices and not current raw material prices due to the time needed to acquire the
wire rods, produce the final prestressed material products, and sell and deliver such products
to customers, and as prestressed product manufacturer normally price their products on a cost
plus a fixed margin basis. Please refer to the section headed “Industry Overview — Pricing
Trends for Raw Materials” for analysis of the price fluctuation of high carbon steel wire rod in
China. The price is also affected by factors including the market of infrastructure construction,
government policies on steel production and competition. The average price of prestressed
materials for each of the plain surface prestressed products, galvanised prestressed products
and rare earth coated prestressed products generally moved in the same trend as shown in the
chart above. From 2013 to 2017, the CAGR ranged from -0.8% to -4.2%, however, it is expected
that between 2018 and 2022, it will range from 2.0% to 3.6%.

MARKET ANALYSIS FOR THE BRIDGE CABLE AND PRESTRESSED MATERIALS
INDUSTRY

Key Market Drivers and Trends
Key market drivers and trends for the bridge cable industry and prestressed materials industry

Increase in infrastructure investment in China: The PRC government’s “13th Five Year
Plan”, proposed to accelerate and raise economic competitiveness in China and infrastructure
construction is named as one of the key development areas within the next five years. In
particular, the 13th Five Year Plan for Western Development, approved in January 2017, has
pointed out that infrastructure construction in the Western region in China would be a focus in
order to boost economic growth within the Western region in China. Therefore, it is expected
that substantial resources will be deployed to further develop infrastructure construction
projects, including transportation, water conservancy, energy and telecommunications within
the next few years.

In addition, the terrain of the Western region in China is mountainous with rivers and
valleys, and due to this geographical characteristics, the development of transportation
infrastructure will result in demand for the construction of large bridges. As bridge cables are
an inseparable component of a long-span bridge, it is expected that bridge cables will play an
important role in the development in the Western region of China which in turn will bring
positive impact to both the bridge cable market and the prestressed materials market.

Promotion of transportation infrastructure within China’s neighbouring countries: The
“Belt and Road” Initiative was introduced by the PRC government in 2015, aiming at fostering
the economic cooperation, increasing cultural exchanges and broadening trade within the
North, Central Asia and Southeast Asia.

Since the implementation of this initiative, as at September 2018, numerous sino-foreign
transportation infrastructure projects have commenced, including the Colombo Port City, the
China-Maldives Friendship Bridge, Hungary-Serbia railway and the Bangladesh Padma Bridge.
With these initiatives, construction of transportation infrastructure is expected to continue to grow
which would potentially lead to a growth in the bridge cable manufacturing industry and the
prestressed materials industry.

Competitive advantage in Chinese brands over overseas brands: China has been one of
the world’s largest producers of prestressed materials in terms of production volume over the
past decade. Over the past ten years, Chinese prestressed materials manufacturers and bridge
cables manufacturers have gained in-depth know-how and technical expertise, benefiting from
the large and growing amount of construction and fixed asset investment in China. The
advanced quality of bridge cables made in China is a result of increasing and continuous
investment in research and development by domestic manufacturers. Chinese-produced cables
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now meet or exceed international quality standards, and have been successfully applied on
many bridges internationally, such as the San Francisco Oakland Bay Bridge in the United
States, the Bandra-Worli Sea Link in Mumbai of India, and the Halogaland Bridge in Norway. In
addition, with the accumulated experience and upgraded manufacturing facilities, Chinese
bridge cable manufacturers have successfully managed to control production costs while
improving efficiency, which have contributed to price advantages when competing in
international markets.

Key market drivers and trends for the bridge cable industry

Maintenance and replacement of bridge cables in China and overseas market: In addition
to the growth in newly constructed bridges, ageing large bridges have also posed opportunities
to bridge cables manufacturers. According to Frost & Sullivan, the life span of stay cables are
limited and if without proper maintenance, the bridge cable may break and could endanger the
users of the bridge. As a result, some of the long-span bridges built in China during the 1990s
are entering into a phase of bridge cable replacement, and it is expected this will lead to
increasing demand for bridge cables. In the United States, approximately one out of nine
bridges were determined to be structurally deficient and many bridges had already reached the
end of their life cycle, thus requiring substantial repair, maintenance or replacement, according
to a research report dated June 2013 issued by the U.S. Transportation Energy and Technology
Alliance.

Key market drivers and trends for the prestressed materials industry

Expansion in the application of prestressed materials: Prestressed materials have a wide
application and play a crucial role in infrastructure construction projects, such as the
construction of bridges, railway network, hydropower structure, residential and commercial
buildings, oil drilling platform and other large architectures. In addition, further expansion of
the application of prestressed materials is expected as the performance of prestressed materials
in terms of strength and anti-erosion capabilities have been increasing due to technological
improvements and production techniques. An increase in fixed assets infrastructure investment
would help to promote the demand for the prestressed materials. Under the 13th Five Year Plan,
infrastructure construction is one of the key development areas, which would further stimulate
the demand for prestressed materials. According to Frost & Sullivan, the total investment in
fixed assets of infrastructure construction in China is expected to grow at a CAGR of 11.8%
between 2018 and 2022.

Government Initiatives on prestressed materials: In 2006, prestressed materials have
been named as a key technology development area in the Catalogue of Chinese New and
High-tech Export Products. Following the introduction of this initiative, the government has
put in place further policies to enhance the development of the industry. In November 2016, in
line with the 13th Five Year Plan, the steel industry announced a five-year industry upgrade
proposal (## T2 d % J1- # M #]) which proposed an upgrade of industry standard of
prestressed materials in China and it is anticipated that this will incentivise prestressed
materials manufacturers to further invest in their research and product enhancement.

Consolidation of prestressed materials manufacturers: The prestressed materials
manufacturing industry has experienced consolidation and restructuring due to recent
consolidation of steel manufacturers. Since 2016, the government has proactively eliminated
steel manufacturers that have low product quality standard and could not meet environmental
standards in terms of energy-saving, quality, safety and production technology. With local
governments having strengthened their supervision of steel manufacturers, the number of steel
manufacturers in China is expected to further decrease. Those manufacturers with good quality
products and strong research and development capabilities, however, are expected to receive
more help from national and local governments. As the prestressed materials manufacturing
market is highly fragmented with approximately 600 players, the production capabilities and
quality between the large scale and the small scale manufacturers varies. Large scale
prestressed materials manufacturers often have established customer relationship with existing
large scale steel manufacturers due to their procurement volume and operating history, hence it
would be difficult for smaller scale prestressed materials manufacturers to compete for stable
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supply of raw materials. Furthermore, in 2018, the PRC government launched an initiative to
shut down production facilities that did not meet national environmental standards. It is
anticipated more small scale steel manufacturers will not be able to compete and therefore be
forced out of the market.

According to Frost & Sullivan, the consolidation and shut down of unqualified
production facilities has reduced the overall production capacity of prestressed materials
leading to an increase in raw material costs and the market prices in the short term, without
significantly affecting overall market demand. In the long run, the consolidation and shut down
of unqualified production facilities is expected to contribute to a stable growth in raw material
costs and market prices as a result of fewer small market players and a focus on production of
higher quality products.

Key Entry Barriers
Key barriers to entry for bridge cable manufacturers

Track record: As competitive tender is often the procurement method used for selecting
suppliers for bridge construction projects, a good track record is often the key area in a tender
evaluation. In addition, since bridges concern public safety, our customers for the Cable
Business often put strong emphasis on safety and reliability in tender evaluation. As a result, it
will be difficult for new entrants to build up a good track record and to win a tender as they
generally do not have the necessary experience required to join the tender nor do they have the
established relationship with the project companies or contractors.

Capital and production capabilities: Bridge cable manufacturers require considerable
capital investment in plant and equipment. In order to produce bridge cables for
super-long-span bridges, the manufacturing equipment are required to meet certain standards
in order to produce cables which are able to withstand extreme force. In addition to investment
in production equipment, considerable amounts will be needed to invest in the relevant testing
equipment, research and development and employees recruitment. Large bridge projects also
require cable manufacturers to have sufficient capacity to ensure supply of the cable,
preventing smaller players with insufficient capacity from bidding on larger projects. Apart
from fixed capital investment, bridge cable manufacturers are also required to have abundant
working capital to bid and participate in projects. In general, bridge construction projects
require bidders to provide a specified amount with reference to the tender amount as tender
bond (#FER## <), which will be returned to the bidder upon the publication of the results of
the tender. Moreover, performance bonds are typically required for performance of a project
contract that will be released to the bridge cable manufacturers upon the final delivery of
products; and retention money that are withheld for warranty claims will only be released to
the bridge cable manufacturers upon expiration of warranty period after the completion of the
construction of the bridge, typically one to two years. All of these arrangements could also
affect the liquidity and cash flow of a bridge cable manufacturers.

Furthermore, because orders for bridge cables are tailored based on the specifications of
the bridge, substantial market experience and technical know-how are necessary to compete.

Limited human resources within industry and capabilities: Since the super-long-span
bridge cable market is concentrated with only a few players, there are a limited number of
experienced technical experts in the market and it would be difficult for new entrants to build a
competitive team which is comparable to the existing market players in a short period of time.

Key barriers to entry for prestressed materials manufacturers

Certification: As prestressed materials are ultimately used for infrastructure
construction, public safety is of paramount importance. China’s prestressed materials
manufacturing industry is therefore under intensive supervision by regulatory authority. In
September 2016, the State Administration for Quality Supervision and Inspection and
Quarantine issued a regulation to place more stringent requirements to obtain production
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permit, and this includes technological equipment standard and product quality standard.
Only qualified manufacturers who could pass all the assessments will be issued a production
permit.

Technology: Due to stronger emphasis by downstream customers requiring higher
product specifications such as stress level and anti-erosion performance. Prestressed materials
manufacturers must possess sufficient research and development capacity to meet such
demand.

COMPETITIVE LANDSCAPE
Bridge cable market for super-long-span bridges in China

Market share of players by the number of super-long-span suspension bridges with main span of 900 m.
or above in China, 1991 to 2017V

Number of

Ranking Company Name  Background Bridges® Market Share
1 Our Group - 9 52.9%
2 Competitor A A company based in Jiangsu 8 47.1%

Province that mainly engages

in the manufacturing of

bridge cables in China
3 Competitor B A company based in 2 11.8%

Chonggqing that mainly
engages in the
manufacturing of bridge
cables in China

Market share of players by the number of super-long-span cable-stayed bridges with main span of 400 m.
or above, in China, 1991 to 2017

Number of
Ranking Company Name  Background Bridges® Market Share
1 Our Group - 18 30.0%
1 Competitor A A company based in Jiangsu 18 30.0%

Province that mainly engages
in the manufacturing of
bridge cables in China
2 Competitor C A company based in Henan 12 20.0%
Province that mainly engages
in the manufacturing of
bridge cables in China
3 Competitor B A company based in 10 16.7%
Chongqing that mainly
engages in the
manufacturing of bridge
cables in China
4 Competitor D A company listed on the 2 3.3%
Shenzhen Stock Exchange
and mainly engages in the
manufacturing of rigging
materials, bridge cables and
prestressed materials in
China
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Notes:

(1) The first super-long-span bridge was the Nanpu Bridge, which was completed in 1991, therefore the year
1991 is used to start measuring market share.

(2) As the construction of super-long-span bridges is complex and involves significant workload, in order to
meet the scheduled timetable, the construction of a single bridge may require products and services
from two or more bridge cable manufacturers. As a result, some bridge projects may be counted in more
than one cable manufacturers’ portfolio, leading to the aggregated market share of all manufacturers to
be greater than 100%.

Source: Frost & Sullivan

Market share of players by the total number of super-long-span bridges, in China, 1991 to 2017

Number of

Ranking Company Name  Background Bridges Market Share
1 Our Group - 27 35.1%
2 Competitor A A company based in Jiangsu 26 33.8%

Province that mainly engages

in the manufacturing of

bridge cables in China
3 Competitor B A company based in 12 15.6%

Chongging that mainly
engages in the
manufacturing of bridge
cables in China
3 Competitor C A company based in Henan 12 15.6%
Province that mainly engages
in the manufacturing of
bridge cables in China
4 Competitor D A company listed on the 2 2.6%
Shenzhen Stock Exchange
that mainly engages in the
manufacturing of rigging
materials, bridge cables and
prestressed materials in
China

Note: As the construction of super-long-span bridges is complex and involves significant workload, in
order to meet the scheduled timetable, the construction of a single bridge may require products and
services from two or more bridge cable manufacturers.

Source: Frost & Sullivan

Market share of players of the top five manufacturers in China in terms of total sales revenue for all types
of bridge cables

Sales Value Market Share

Ranking Company Name  Background in 2017 in 2017
(million RMB)
1 Competitor A A company based in Jiangsu 439.0 20.1%

Province that mainly engages

in the manufacturing of

bridge cables in China
Our Group - 425.8 19.5%
Competitor H A company based in Guangxi 286.2 13.1%

Province that mainly engages

in the manufacturing of

bridge cables and prestressed

materials in China

W N
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Sales Value Market Share

Ranking Company Name  Background in 2017 in 2017
(million RMB)
4 Competitor B A company based in 158.7 7.3%
Chongging that mainly

engages in the
manufacturing of bridge
cables in China
5 Competitor D A company listed on the 141.6 6.5%
Shenzhen Stock Exchange that
mainly engages in the the
manufacturing of rigging
materials, bridge cables and
prestressed materials in China

Source: Frost & Sullivan

The bridge cable manufacturing industry for super-long-span bridges in China is
concentrated and there are mainly five bridge cable manufacturers competing in this market.
The main reason for the concentration in this market is the high entry barriers, please refer to
the section headed “Industry Overview — Market Analysis for the Bridge Cable and
Prestressed Materials Industry — Key Entry Barriers — Key barriers to entry for bridge cable
manufacturers”.

Prestressed materials market in China
The prestressed materials manufacturing industry in China is highly fragmented with
approximately 600 players competing in the market, among which the top five manufacturers

accounted for approximately 24.8% of the total market share in 2017 in terms of sales value.

The table below sets out the market share of the top five manufacturers in China in terms
of sales value:

Sales Value Market Share

Ranking Company Name  Background in 2017 in 2017
(million RMB)
1 Competitor E A company listed on the 1,993.4 8.6%

Shanghai Stock Exchange
that mainly engages in the
manufacturing of prestressed
materials in China
2 Competitor F A company listed on the 1,786.6 7.7%
Shanghai Stock Exchange
that mainly engages in the
manufacturing of prestressed
materials in China
Our Group - 891.9 3.8%
4 Competitor G A company listed on the 730.0 3.1%
Shanghai Stock Exchange
that mainly engages in the
manufacturing of prestressed
materials in China

@
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Sales Value Market Share

Ranking Company Name  Background in 2017 in 2017
(million RMB)
5 Competitor D A company listed on the 374.6 1.6%

Shenzhen Stock Exchange that
mainly engages in the
manufacturing of rigging
materials, bridge cables and
prestressed materials in China

Source:  Frost & Sullivan

PRICING TRENDS FOR RAW MATERIALS

The majority of the raw material cost involved for both the bridge cables and prestressed
materials is dependent on prices of various types of steel wire rods. The major raw material we
use for our Prestressed Materials Business is high carbon steel wire rods which can be further
manufactured into galvanised prestressed wires used for our Cable Business. The following
table illustrates the average historical and forecasted price range of the major raw material used
for our Prestressed Materials Business in China:

Average Price of High Carbon Steel Wire Rod in China, 2013-2022E

CAGR 2013 -2017 2018E -2022E
High Carbon Steel Wire Rod 1.2% 2.7%

RMB / Tonne ® High Carbon Steel Wire Rod

4,500 4,550 4,750 4,800

7,000
6,000
5000 | 4000 4200 700
4,000 3,500 3,600
3,000 2,700
2,000
1,000
0

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

Source: National Bureau of Statistics of China, Frost & Sullivan

High carbon steel wire rods are the major raw material used for prestressed products.
Influenced by changes in the price of steel, the price of wire rods declined from RMB4,000 per
tonne in 2013 to RMB2,700 per tonne in 2015, but increased to RMB3,600 per tonne and
RMB4,200 per tonne in 2016 and 2017, respectively. Going forward, it is expected that the
depreciation of the RMB would lead to increasing exports of wire rods, thereby increasing
demand and the price in the short run. However, the average price of wire rods is expected to
decrease in 2019. According to a recent policy, “The Plan of Comprehensive Treatment Crucial
Action for Air Pollution in Autumn and Winter in Beijing-Tianjin-Hebei region from 2018 and
2019” promulgated by the Ministry of Ecology and Environment of the PRC, local governments
have loosened the seasonal restriction on air pollution standards to encourage industrial
production due to the recent economic downturn. Given that Beijing-Tianjin-Hebei region is
one of the most important iron and steel industrial bases in the PRC, it is expected that there
would be an increase in production volume of high carbon steel wire rods in China in 2019,
which is likely to put mild pressure in the average price of high carbon steel wire rods in 2019,
according to Frost & Sullivan. In the longer term, it is expected that prices will grow steadily at
a CAGR of 2.7% between 2018 and 2022 depending on the changes in the price of steel,
according to Frost & Sullivan.
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OVERVIEW

This section provides a summary of applicable laws, regulations or normative documents
(hereinafter referred to as “Chinese regulations”) which have significant influence on the
Group’s business in China as of the date of this [REDACTED], but does not provide all the
Chinese regulations governing the operation of the Group in China. Such Chinese regulations
may change in the future.

1. China’s policies and regulations on manufacture or installation of cables and
pre-stressed materials

(1) Production licence for industrial products

In accordance with the “Regulations of the People’s Republic of China on the
Administration of Production Licence for Industrial Products” that was promulgated by
the State Council on 9 July 2005 and came into effect on 1 September 2005, as well as the
“Measures for Implementation of the Regulations of the People’s Republic of China on
the Administration of Production Licence for Industrial Products” that was promulgated
by the State Administration of Quality Supervision, Inspection and Quarantine on 21
April 2014 and came into effect on 1 August 2014, the production licence system is
enforceable on the producers of dairy products, meat products, beverages, rice, flour,
edible oil, alcohol and other processing foods that are directly related to human health;
the producers of electric blankets, pressure cookers, gas water heaters and other products
that may endanger personal and property safety; the producers of fiscal cash registers,
security currency detectors, satellite TV broadcasting ground receiving equipments,
radio and television broadcasting equipments and other products that are related to
financial security and communication quality and safety; the producers of safety nets,
helmets, construction fasteners and other products that are designed to protect labour
safety; the producers of power towers, bridge bearings, railway industrial products,
hydraulic metal structures, dangerous chemicals and their packaging, containers and
other products that affect the production safety and public safety; and the producers of
other products that are subject to the production licence management as specified by laws
and administrative regulations. Any enterprise that does not obtain a production licence
is not allowed to manufacture the products listed in the catalogue. No unit or individual
may sell or use the products listed in the catalogue without the production licence in the
business activities.

(2)  Qualification standards for construction enterprises

In accordance with the “Regulations on Qualification Management of Construction
Enterprises” that was promulgated by the Ministry of Housing and Urban-Rural
Construction on 22 January 2015 and entered into force on 1 March 2015, and newly
revised on 13 September 2016, the enterprises are allowed to engage in the construction
activities that are covered in the qualification certificate of construction enterprise under
the premise that the enterprises apply for construction enterprise qualification based on
their own assets, staffing, completed project performance and technical equipment and
other conditions, and obtain the qualification certificate upon the review and approval. In
accordance with the “Qualification Standards for Construction Enterprises” that was
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promulgated by the Ministry of Housing and Urban-Rural Construction on 6 November
2014, the enterprises that are eligible for special engineering contracting business can
undertake the corresponding special engineering construction projects, including
building rectification and movement, structural reinforcement, special equipment
hoisting, special lightning protection and other projects.

(3)  Outline of national medium and long-term scientific and technological development
programme

In accordance with the “Outline of National Medium and Long-Term Scientific and
Technological Development Programme (2006-2020)” that was promulgated by the State
Council on 26 December 2005 and entered into force on the same day, the “transportation
infrastructure construction and conservation technology and equipment” is classified as
a focus field industry and a priority technology cluster, specifically including the “key
research and development of key technology and equipment on the highly challenged
transport infrastructure construction and conservation such as rail transportation,
cross-bay access, offshore deepwater ports, large airports, large bridges and tunnels,
integrated three-dimensional transport hubs, deep-sea oil and gas pipelines”.

(4)  Industrial restructuring guidance catalogue

In accordance with the “Industrial Restructuring Guidance Catalogue (2011)” that
was promulgated by the National Development and Reform Commission on 16 February
2013 and came into effect on 1 May 2013, the long-span bridge construction, maintenance
and repair technology application is recognised as the encouraged programme.

2. China’s laws and regulations on production safety and product quality
(1) Product quality

In accordance with the “Product Quality Law of the People’s Republic of China”
(hereinafter referred to as the “Product Quality Law”) that was promulgated by the
Standing Committee of the National People’s Congress on 22 February 1993 and entered
into force on 1 September 1993, and newly revised on 27 August 2009, the product quality
supervision authority of the State Council is the competent authority for the national
product quality supervision work, and the local product quality supervision departments
at and above county level are responsible for the product quality supervision work within
their jurisdictions.

Both producers and sellers should establish and improve the internal product
quality management system, and strictly implement the post-related quality standards,
quality responsibility and the corresponding assessment methods.

The state encourages the implementation of scientific quality management
methods, and takes advantage of the advanced science and technology to encourage the
enterprise product quality to meet and exceed industry standards, national standards and
international standards. The incentives are granted for the entities and individuals that
have the significant achievements in their advanced product quality management and
product quality in compliance with international advanced levels.
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(2)  Safe production

In accordance with the “Safety Production Law of the People’s Republic of China”
(hereinafter referred to as “Safety Production Law”) that was promulgated by the
Standing Committee of the National People’s Congress on 29 June 2002 and entered into
force on 1 November 2002, and newly revised on 31 August 2014, with the purpose to
standardise the main laws governing the production safety supervision and management
in China, the entities that engage in production and business activities in China should
abide by the relevant laws and regulations (e.g. providing the production safety training
and safe working environment for the employees) in order to comply with the relevant
laws and regulations. Any production and business unit incapable of providing the
required safe working environment is not allowed to engage in the production activities.
The production and business unit that fails to comply with the above provisions or rectify
the violations within the prescribed time limit is likely to be punishable by a fine or
ordered to suspend production for rectification, and even is held accountable for criminal

behaviours in accordance with the relevant provisions of the “Criminal Law”.
3. China’s laws and regulations on intellectual property rights

China has joined in and become the contracting party of the “Paris Convention for the
Protection of Industrial Property”, “Madrid Agreement Concerning the International
Registration of Marks”, “Patent Cooperation Treaty”, “Budapest Treaty on the International
Recognition of the Deposit of Microorganisms for the Purposes of Patent Procedure”,
“Agreement on Trade-Related Aspects of Intellectual Property Rights”, “World Intellectual

Property Organisation Copyright Treaty” and other major intellectual property conventions.
(1) Trademark

In accordance with the “Trademark Law of the People’s Republic of China”
(hereinafter referred to as “Trademark Law”) that was promulgated by the Standing
Committee of the National People’s Congress on 23 August 1982 and entered into force on
1 March 1983, and newly revised on 30 August 2013, as well as the “Regulations on
Implementation of the Trademark Law of the People’s Republic of China (hereinafter
referred to as “Regulations on Implementation of Trademark Law”) that was
promulgated by the State Council on 3 August 2002 and entered into force on 15
September 2002, and newly revised on 29 April 2014, the trademarks that are approved to
register by the Trademark Office are defined as the registered trademarks, including
commodity trademarks, service marks and collective marks, certified trademarks, and
the trademark registrants shall enjoy the exclusive right to use the trademark and be
protected by law. The registered trademark is valid for ten years and is counted from the
date of approval. Without the authorization of a trademark registrant, the behaviour to
use the same or similar trademark as the registered trademark on the same or similar
goods shall constitute a violation of the exclusive right.
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(2)  Patent

In accordance with the “Patent Law of the People’s Republic of China” (hereinafter
referred to as “Patent Law”) that was promulgated by the Standing Committee of the
National People’s Congress on 12 March 1984 and came into force on 1 April 1985, and
newly revised on 27 December 2008, the purpose is to protect the lawful rights and
interests of inventions, utility models and designs owned by patentees. After the
invention and utility patents are granted, the invention patents are valid for 20 years, and
utility patents and design patents are valid for 10 years, and both of those are calculated
from the date of application. Unless otherwise specified, no unit or individual may
enforce its patent if without the permission of patentee, that is, the patented products of
such patentee are not allowed to be produced, promised to sell, sold or imported; nor the
patented methods of such patentee are used; nor the products directly obtained by such
methods are used, promised to sell, sold or imported for the purpose of production and
operation. After the appearance design patent is granted, no unit or individual may
enforce its patent if without the permission of patentee, that is, the patented products
designed by such patentee are not allowed to be produced, promised to sell, sold or
imported for the purpose of production and operation.

(3)  Domain name

In accordance with the “Regulation on Internet Domain” that was promulgated by
Ministry of Industry and Information Technology of the People’s Republic of China on 24
August 2017 and entered into force 1 November 2017, the “Rules on Domain Name
Registration of China Internet Network Information Centre” that was promulgated by
China Internet Network Information Centre on 28 May 2012 and came into effect on 29
May 2012, as well as the “Domain Name Dispute Resolution of China Internet Network
Information Centre” that was promulgated by China Internet Network Information
Centre on 1 September 2014 and entered into force on the same day, the domain name
registration should be completed through the domain name service agencies that are
established according to relevant laws and regulations, the applicants after the successful
registration become the domain name holders, and the domain name disputes should be
submitted to the agencies authorised by Internet Information Centre for resolution.

4. China’s laws and regulations on import and export trade
(1)  Registration of customs declaration entities and foreign trade operators

In accordance with the “Provisions on the Administration of Registration of
Customs Declaration Entity of the People’s Republic of China” that was promulgated by
the General Administration of Customs on 13 March 2014 and entered into force on the
same day, and newly revised on 29 May 2018, the customs declaration entities shall
handle the registration at the customs office. The registration of customs declaration
entities includes the registration of customs declaration enterprises and the registration
of cargo import and export consigners and consignees. The customs declaration
enterprises are allowed to handle the customs declaration business only with the
approval of local customs office or its authorised subordinate customs office for
registration. The cargo import and export consigners and consignees shall directly handle
the registration formalities at the local customs office. The customs declaration entities
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shall, before 30 June of each year, submit the “Annual Report on Registration Information
of Customs Declaration Entities” to the customs office where the registration is
completed.

In accordance with the “Registration Method for Foreign Trade Operators” that was
promulgated by the Ministry of Commerce on 25 June 2004 and entered into force on 1
July 2004, and newly revised on 18 August 2016, the foreign trade operators that engage
in cargo import and export or technology import and export should complete the
registration formalities at the Ministry of Commerce of the People’s Republic of China or
the agencies designated by the Ministry of Commerce.

(2)  Port business licence

Our Group uses its docks to transport bridge cables to its customers and therefore
are required to comply with the relevant laws and regulation in relation to ports
operations. In accordance with the “Port Law of the People’s Republic of China” that was
promulgated by the Standing Committee of the National People’s Congress on 28 June
2003 and entered into force on 1 January 2004, and newly revised on 4 November 2017, the
enterprises that engage in port operations should submit the written application to the
port administration authority in order to obtain the licence for port operations, and
handle the registration of industry and commerce according to law. The port operations
include the operation of terminals and other port facilities, port passenger transport
services, cargo handling, warehousing operations in port area, port tug services and so
on.

5. China’s laws and regulations on environmental protection

In accordance with the “Environmental Protection Law of the People’s Republic of
China” (hereinafter referred to as “Environmental Protection Law”) that was promulgated by
the Standing Committee of the National People’s Congress on 26 December 1989 and entered
into force on the same day, and newly revised on 24 April 2014, a legal framework for
environmental protection shall be necessary to be established in China. The competent
authority of environmental protection under the State Council shall exercise the unified
supervision and administration over the work of environmental protection throughout the
country; and the competent departments of environmental protection of local people’s
government at or above the county level shall exercise the unified supervision and
administration over environmental protection work of jurisdiction.

(1)  Pollution control

The prevention and control over the water pollution, air pollution, noise pollution
and solid waste pollution are provided with the detailed provisions in the “Law of
Prevention and Control of Water Pollution of the People’s Republic of China” that was
promulgated by the Standing Committee of the National People’s Congress on 28
February 2008 and came into effect on 1 June 2008, and newly revised on 27 June 2017, the
“Air Pollution Control Law of the People’s Republic of China” that was promulgated by
the Standing Committee of the National People’s Congress on 5 September 1987 and
entered into force on 1 June 1988, and newly revised on 26 October 2018, the
“Environmental Noise Pollution Prevention Law of the People’s Republic of China” that
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was promulgated by the Standing Committee of the National People’s Congress on 29
October 1996 and entered into force on 1 March 1997, and the “Environmental Pollution
Prevention and Control Law of Solid Wastes of the People’s Republic of China” that was
promulgated by the Standing Committee of the National People’s Congress on 29
December 2004 and entered into force on 1 April 2005, and newly revised on 7 November
201e.

(2)  Environmental protection of construction projects

In accordance with the “Environmental Impact Assessment Law of the People’s
Republic of China” that was promulgated by the Standing Committee of the National
People’s Congress on 28 October 2002 and came into effect on 1 September 2003, and
newly revised on 2 July 2016, the “Environmental Protection Management Regulations
for Construction Projects” that was promulgated by the State Council on 29 November
1998 and entered into force on the same day, and newly revised on 16 July 2017, the
“Construction Project Environmental Protection Acceptance Management Measures” that
was promulgated by the State Environmental Protection Administration on 27 December
2001 and entered into force on 1 February 2002, and newly revised on 22 December 2010,
and the “Construction Project Environmental Impact Assessment Classification
Management Catalogue” that was promulgated by the Ministry of Environmental
Protection on 9 April 2015 and entered into force on 1 June 2015, and newly revised on 29
June 2017, the enterprises that plan to engage in the construction projects should prepare
the environmental impact report, environmental impact report form or environmental
impact registration form according to the foregoing specific stipulations. After the
completion of construction projects, the enterprises should apply for the acceptance on
environmental protection facilities. The construction projects can be put into formal
production or operation only with the approval of relevant environmental protection
facilities.

6. China’s relevant laws and regulations on taxes
(1)  Corporate income tax

In accordance with the “Corporate Income Tax Law of the People’s Republic of
China” (hereinafter referred to as “Corporate Income Tax Law”) that was promulgated by
the National People’s Congress on 16 March 2007 and entered into force on 1 January
2008, and newly revised on 24 February 2017, and the “Regulations on Implementation of
Corporate Income Tax Law of the People’s Republic of China” (hereinafter referred to as
“Regulations on Implementation of Corporate Income Tax Law”) that was promulgated
by the State Council on 6 December 2007 and entered into force on 1 January 2018 the
enterprises that are established in China according to laws or are established according to
foreign (regional) laws but are actually subject to management in China should be bound
to pay the corporate income tax at 25%. In addition, companies are required to prepay tax
every month or quarter based on their calculation on their income tax payable for that
corresponding period. As regards important high-tech enterprises necessary to be
supported by the state, the corporate income tax shall be levied at the reduced tax rate of
15%. Our main operating subsidiaries enjoy a reduced tax rate of 15% during the Track
Record Period.
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In accordance with the “Notice on Amending and Issuing the Measures for
Determination and Administration of High-tech Enterprises” that was promulgated by
the Ministry of Science and Technology, the Ministry of Finance and the State
Administration of Taxation on 29 January 2016 and entered into forceon 1 January 2016,
the high-tech enterprises refer to the resident enterprises that are registered in the
territory of China (excluding Hong Kong, Macao and Taiwan) and engage in the ongoing
research and development and technological achievement transformation within the
“key high-tech areas with national supports” to form the core independent intellectual
property rights, and carry out business activities on this basis. The high-tech enterprises
that are identified according to the aforesaid conditions may enjoy the tax preferential
policies in accordance with the “Enterprise Income Tax Law” and its “Regulations on
Implementation of Enterprise Income Tax Law”, the “Tax Administration Law of the
People’s Republic of China” (hereinafter referred to as “Tax Administration Law”) and
“Regulations on Implementation of Tax Administration Law of the People’s Republic of
China” (hereinafter referred to as “Regulations on Implementation of Tax Administration
Law”) and other relevant provisions. After obtaining the qualification of high-tech
enterprise, the enterprises shall enjoy the tax benefits from the year when the certificate
of high-tech enterprise is issued, and may handle the preferential tax formalities at the
competent tax authorities in accordance with the provisions of Article 4 of these
Measures. The qualification for the identified high-tech enterprises is valid for three
years from the date of issuance of certificate.

In accordance with the “Measures for the Handling of Matters concerning
Preferential Enterprise Income Tax Policies” that was promulgated by the State
Administration of Taxation on 25 April 2018 and entered into force on the same day, the
enterprises shall determine whether they meet the conditions stipulated in the
preferential policies of tax at their discretion based on business circumstance and relevant
tax laws, and those are eligible shall calculate deductions of their own in terms of the time
listed on the Catalogue, and enjoy the tax preference through filling enterprise income tax
return. And the enterprises shall collect and keep relevant materials for review.

In accordance with the “Measures for the Administration of Final Settlement and
Payment of Enterprise Income Tax” that was promulgated by the State Administration of
Taxation on 16 April 2009 and entered into force on 1 January 2009, and newly revised on
15 June 2018, enterprises are required to calculate the annual income tax payable, file
their income tax assessment, and settle or claim the difference between the annual tax
payable and any prepaid tax to/from the tax authority based on the tax authority’s final
tax assessment amount by the end of May after the end of each financial year.

In accordance with the “Notice on Improving the Policies for the Weighted Pre-tax
Deduction of Research and Development Expenses” that was promulgated by the
Ministry of Finance, the State Administration of Taxation and the Ministry of Science and
Technology on 2 November 2015 and entered into force on 1 January 2016, and newly
revised on 25 June 2018, part of research and development expenses of enterprises could
have weighted tax deduction when satisfy certain criteria.
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(2)  Value-added Tax

In accordance with the “Provisional Regulations on Value-added Tax of the
People’s Republic of China” (hereinafter referred to as “Provisional Regulations on
Value-added Tax”) that was promulgated by the State Council on 10 November 2008 and
came into effect on 1 January 2009, and newly revised on 19 November 2017, and the
“Rules on Implementation of Provisional Regulations on Value-added Tax of the People’s
Republic of China” (hereinafter referred to as “Rules on Implementation of Provisional
Regulations on Value-added Tax”) that was jointly promulgated by the Ministry of
Finance and the State Administration of Taxation on 15 December 2008 and entered into
force on 1 January 2009, and newly revised on 28 October 2011, the entities and
individuals that sell goods or provide processing, repair and repair services and import
goods in the territory of China shall be classified into the taxpayers of value-added tax,
and shall pay the value-added tax. The tax rate of 11% is compulsory for the taxpayers
who provide transport, postal, basic telecommunications, construction, real estate leasing
services, sell real estates, transfer land use rights, and sell or import cereals and other
agricultural products, edible vegetable oil, edible salt, tap water, heating, air
conditioning, hot water, gas, liquefied petroleum gas, natural gas, dimethyl ether, biogas,
residential coal products, books, newspapers, magazines, audio and video products,
E-journal, feed, fertiliser, pesticide, agricultural machinery and other goods stipulated by
the State Council. The tax rate is 0% for the taxpayers who export goods, unless otherwise
provided by the State Council. The tax rate is 0% for domestic entities and individuals
who engage in cross-border sales of service and intangible assets within the scope
prescribed by the State Council. The tax rate of 17% is compulsory for the taxpayers who
sell or import goods other than the above items, or provide processing, repair and repair
services. The tax rate of 6% is compulsory for the taxpayers who sell service or intangible
assets other than the above items (export of goods is excluded).

In accordance with the “Notice of Taxation on Adjusting Value-added Tax Rates”
that was jointly promulgated by the Ministry of Finance and the State Administration of
Taxation on 4 April 2018 and entered into force on 1 May 2018, the tax rates of 17% and
11% applicable to any taxpayer’s Value-added Tax taxable sale or import of goods shall be
adjusted to 16% and 10%, respectively.

(3)  Urban maintenance and construction tax

In accordance with the “Provisional Regulations on Urban Maintenance and
Construction Tax of the People’s Republic of China” that was promulgated by the State
Council on 8 February 1985 and entered into force on the same day, and newly revised on
8 January 2011, and the “Notice of the State Council on the Unification of the System of
Urban Maintenance and Construction Tax and Education Surcharge for Domestic and
Foreign Enterprises and Individuals” that was promulgated by the State Council on 18
October 2010 and entered into force on 1 December 2010, the entities and individuals that
are required to pay the consumption tax, value-added tax and business tax should pay the
urban maintenance and construction tax. The tax rate is 7% for the taxpayers who are
located in the urban areas, the tax rate is 5% for the taxpayers who are located in the
county and town, and tax rate is 1% for the taxpayers who are not located in the urban
area, county or town. Our subsidiaries are subject to the urban maintenance and
construction tax with tax rates ranges from 5% to 7%.
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(4)  Stamp duty

In accordance with the “Provisional Regulations on Stamp Duty of the People’s
Republic of China” (hereinafter referred to as “Provisional Regulations on Stamp Duty”)
that was promulgated by the State Council on 6 August 1988 and entered into force on 8
October 1988, and newly revised on 8 January 2011, and the “Rules for Implementation of
Provisional Regulations on Stamp Duty of the People’s Republic of China” (hereinafter
referred to as “Rules for Implementation of Provisional Regulations on Stamp Duty”) that
was promulgated by the Ministry of Finance on 29 September 1988 and came into force on
1 October 1988, and newly revised on 5 November 2004, the stamp duty is compulsory for
the various domestic enterprises, public institutions, authorities, groups and troops as
well as Sino-foreign joint ventures, cooperative enterprises, foreign-funded enterprises,
foreign companies and other economic organisations and their institutions in China, and
other entities and individuals in the territory of China that are involved in establishment,
purchase and sale, processing contracting, construction contracting, property leasing,
cargo transport, warehousing, borrowing, property insurance and technical contracts, or
have the contract certificate, property transfer data, business books, rights, licence and
other taxation vouchers recognised by the Ministry of Finance. The stamp duty is
required for the aforesaid vouchers that are established in or outside China according to
the provisions. The required stamp duty may be fully deducted from the consolidated
industrial and commercial taxes that are paid by Chinese-foreign equity joint ventures,
cooperative enterprises, foreign-funded enterprises, foreign companies and other
economic organisations.

For the years ended 31 December 2016, 2017 and 2018, the effective tax rate was
11.7%, 12.1% and 13.8%.

7. China’s laws and regulations on labours
(1) Labour relations

In accordance with the “Labour Contract Law of the People’s Republic of China”
(hereinafter referred to as “Labour Contract Law”) that was promulgated by the Standing
Committee of the National People’s Congress on 29 June 2007 and entered into force on 1
January 2008, and newly revised on 28 December 2012, these provisions are enforceable
for the enterprises, individual economic organisations, private non-enterprise entities
and other organisations in the territory of China to establish the labour relations with
workers, and to enter, fulfil, change, cancel or terminate the labour contracts, and also
specifically specify the terms and conditions relating to the labour contracts signed by the
forgoing two parties. The maximum working hours per day and every week are specified
and the minimum wage is set out in the “Labour Contract Law”.
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(2)  Social insurance and housing provident fund

In accordance with the “Social Insurance Law of the People’s Republic of China”
that was promulgated by the Standing Committee of National People’s Congress on 28
October 2010 and entered into force on 1 July 2011, all the employees are required to be
covered in the basic pension insurance, basic medical insurance and unemployment
insurance programmes, and the related insurance premiums must be paid by the
companies and employees. All the employees are required to be covered in the work
injury insurance and maternity insurance programmes, and the related insurance
premiums must be paid by the companies. The companies must complete the registration
at the local social security authority and must pay the social insurance premiums in full
and on time. If the company fails to pay social insurance premiums in full and on time,
the social insurance premium collection agency shall order such company to pay or
supplement within the time limit, and the overdue fine of 0.05% shall be paid on a daily
basis from the date of arrears. If the overdue payment is made, the fine that is twice to
three times of the owed payment may be imposed by the relevant administrative
authority.

In accordance with the “Regulations on Housing Provident Fund Management”
that was promulgated by the State Council on 3 April 1999 and entered into force on the
same day, and newly revised on 24 March 2002, the companies must complete the
registration at the competent housing provident fund management centre, and open the
special bank account of housing provident fund for the employees. The companies must
also pay the housing provident funds for the employees on time. If the companies fail to
apply for housing provident fund deposit registration or fail to open the special bank
account of housing provident fund for the employees, the housing provident fund
management centre should order such companies to handle within a prescribed time
limit. If the companies fail to do so, such companies shall be fined at not less than
RMB10,000 and not more than RMB50,000. If the companies fail to pay or fully pay the
housing provident fund, the housing provident fund management centre shall order such
companies to pay within a prescribed time limit. If the overdue payment is made, the
management centre may apply to the people’s court for compulsory execution.

8. China’s laws and regulations on foreign investment

In accordance with the “Rules for Guidance of Foreign Investment Orientation” that was
promulgated by the State Council on 11 February 2002 and came into effect on 1 April 2002, the
“Foreign Investment Industry Guidance Catalogue” that was jointly promulgated by the
National Development and Reform Commission and the Ministry of Commerce on 28 June 2017
and entered into force on 28 July 2017, and the “Special Administrative Measures (Negative
List) for the Access of Foreign Investment” that was jointly promulgated by the National
Development and Reform Commission and the Ministry of Commerce on 28 June 2018 and
entered into force on 28 July 2018, the foreign investors in China should be subject to their
supervision. The foreign investment projects are divided into three categories, including
encouraged category, permitted category, and the negative list. The foreign investment projects
other than encouraged category, or category in the negative list are classified into the permitted
category. The foreign investment projects under permitted category are not included in the
“Foreign Investment Industry Guidance Catalogue”.
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The “Company Law of the People’s Republic of China”, which was promulgated by the
Standing Committee of the National People’s Congress on 29 December 1992 and came into
effect on 1 July 1994, and newly revised on 26 October 2018, is the main laws and regulations
governing the establishment, operation and management of corporate entities in China. It also
applies to foreign-invested entities, however, where laws on foreign investment have other
stipulations, such stipulations shall prevail.

The “Foreign-Funded Enterprise Law of the People’s Republic of China (2016 Revision)”
(implemented on 12 April 1986 and revised in 2000 and 2016) and the “Rules for
Implementation of Foreign-Funded Enterprise Law of the People’s Republic of China (2014
Revision)” (implemented on 12 December 1990 and revised in 2001 and 2014) are the main laws
and regulations governing the foreign-funded enterprises in China that are established by the
foreign companies and other economic organisations or individuals. These regulations make
the specific provisions on the incorporation of foreign-invested enterprises, the changes in the
registered capital, shareholders, company forms, merger and division after the establishment of
foreign-invested enterprises, and the dissolution and termination of foreign-invested

enterprises.

In accordance with the “Interim Administrative Measures for Filing Administration of
Establishment and Changes of Foreign-invested Enterprises” that was promulgated by the
Ministry of Commerce on 8 October 2016 and came into effect on the same day, and newly
revised on 30 June 2018, if the establishments and changes of foreign-invested enterprises do
not fall within the scope of special administration measures for foreign investment admission
as stipulated by the State, the enterprises shall go through filling procedures instead of the
procedures for approvals. However, if the establishment and changes of foreign-invested
enterprises fall within the scope of the special administration measures for foreign investment
admission as stipulated by the State, the entities shall go through procedures for approvals
according to relevant laws and regulations governing foreign investment.

9. China’s laws and regulations on foreign exchange administration
(1)  Foreign exchange administration

The “Regulations on Foreign Exchange Control of the People’s Republic of China”
(hereinafter referred to as “Regulations on Foreign Exchange Control”) that was
promulgated by the State Council on 29 January 1996 and entered into force on 1 April
1996, and newly revised on 5 August 2008 is the important legal basis for supervising and
regulating foreign exchange by relevant Chinese institutions. In accordance with the
“Regulations on Foreign Exchange Control”, the RMB is freely convertible to cover the
current account items (such as foreign exchange transactions and dividends related to
goods, trades and services) under the premise of real and legitimate basis for transaction;
but the RMB is not allowed to be freely convertible to cover the capital account items
(such as equity transfer, direct investment, securities investment, derivative products or
loans) if without the prior approval of the State Administration of Foreign Exchange.
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In accordance with the “Circular on Improving the Operations of Foreign Exchange
Capital Payment Settlement Management for Foreign-Funded Enterprises” (hereinafter
referred to as Circular No.142) that was promulgated by the State Administration of
Foreign Exchange on 29 August 2008 and entered into force on the same day, the RMB
funds from foreign exchange settlement of foreign-funded enterprises shall be used
within the scope of business approved by the governmental approval authority. Unless
otherwise stipulated, the RMB funds from foreign exchange settlement shall not be used
for domestic equity investment. Later, the “Circular on Reforming the Management of
Foreign Exchange Settlement of Foreign-Funded Enterprises” (hereinafter referred to as
“Circular No.19”) that was promulgated by the State Administration of Foreign Exchange
on 30 March 2015 and entered into force on 1 June 2015 shall replace the Circular No.142
from the date of its entry into force, and some adjustments in the Circular No.19 have
been made for a number of provisions relating to foreign exchange capital settlement of
foreign-funded enterprises, and a number of foreign exchange restrictions as specified in
the Circular No.142 have been cancelled. According to the relevant provisions of the
Circular No.19, the foreign exchange settlement of foreign-funded enterprises is subject
to the supervision of foreign exchange settlement policy. However, the Circular No.19
also reiterates that the foreign exchange settlement only applies to various purposes
within the scope of business of foreign-funded enterprises.

(2)  Circular No. 37

The “Circular of the State Administration of Foreign Exchange on the Relevant
Issues Concerning the Foreign Investment and Financing of Domestic Residents through
Companies for Special Purposes and Administration of Foreign Exchange of Return
Investment” (hereinafter referred to as “Circular No.37”) that was promulgated by the
State Administration of Foreign Exchange on 4 July 2014 and entered into force on the
same day shall replace the “Circular No.75 of the State Administration of Foreign
Exchange” that was promulgated by the State Administration of Foreign Exchange on 21
October 2005. The Circular No.37 stipulates that the registration should be completed at
the State Administration of Foreign Exchange and its branches by the domestic residents
who directly set up or indirectly control the overseas enterprises by taking advantage of
their legally-held domestic corporate assets or interests or their legally-held overseas
assets or interests for the purpose of investing or financing. The Circular No.37 further
stipulates that the registration for overseas investment foreign exchange change
formalities should be completed at the State Administration of Foreign Exchange in a
timely manner, and such changes shall include the change of basic information such as
individual shareholder’s name and business period of the domestic residents in the
companies that have completed the registration of overseas special purposes or the
change of individual capital increase, decrease, equity transfer or replacement, merger or

division and other important matters of domestic residents in such companies.

~91 -



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

REGULATORY OVERVIEW

(3)  Circular No. 13

In accordance with the “Circular of the State Administration of Foreign Exchange
on Further Simplifying and Improving the Policy on Foreign Exchange Administration of
Direct Investment” (hereinafter referred to as “Circular No.13”) that was promulgated by
the State Administration of Foreign Exchange on 13 February 2015 and entered into force
on 1 June 2015, in order to further deepen the reform of foreign exchange management of
capital projects, promote and facilitate the operation of cross-border investment funds,
regulate the direct investment in foreign exchange management business, and improve
the management efficiency, the banks shall be responsible for the direct approval and
operation relating to the registration of foreign exchange under domestic direct
investment and the registration of foreign exchange under foreign direct investment,
while the State Administration of Foreign Exchange and its branches shall implement the
indirect supervision on the registration of foreign exchange under direct investment
through the banks.

10. China’s laws and regulations on properties

The “Urban Real Estate Administration Law of the People’s Republic of China”
(promulgated on 5 July 1994 and came into effect on 1 January 1995, and newly revised on 27
August 2009) and the “Measures for Administration of Leases of Commodity Properties”
(promulgated on 1 December 2010 and came into effect on 1 February 2011) stipulate that
parties to a building lease should enter into a written lease and register the lease with the
relevant real estate administration authority. Parties will be subject to fines if they fail to
register information set forth above even after being ordered by the relevant authorities.
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OVERVIEW

Our Group engages in two business segments, the Prestressed Materials Business through
our operating subsidiaries Ossen Innovation Materials and Ossen (Jiujiang) under the brand of
“Ossen” and the Cable Business through our operating subsidiaries Shanghai Pujiang, Zhejiang
Pujiang and Shanghai Pujiang Cable Installation Engineering under the brand of “Pujiang
Cable”.

Our Prestressed Materials Business involves the manufacture and supply of prestressed
materials for infrastructure construction. We have over 14 years of experience in the Prestressed

Materials Business.

Our Cable Business involves the manufacture and supply of cables principally for
construction of bridges but also for use in constructing various architectural structures such as
stadiums and exhibition centres. We have over 8 years of experience in the Cable Business
under the management team led by Dr. Tang.

Prestressed Materials Business

The history of our Prestressed Materials Business can be traced back to 2004 when Ossen
Innovation Materials was incorporated in the PRC as a sino-foreign joint venture limited
liability company held as to 75% by Shanghai Ossen Investment (a company ultimately
controlled by Dr. Tang) and as to 25% by Ossen Group (Asia) (a company then ultimately
controlled by Dr. Tang). Dr. Tang had previous experience in the steel industry, including as a
deputy director in Baosteel Group Shanghai Ergang Co., Ltd, and as a deputy head of the
Enterprise Administrative Division of the Shanghai Municipal Metallurgical Industry Bureau.
Building on that experience, he commenced his own business in this industry with the
establishment of Ossen Innovation Materials. Ossen Innovation Materials operates our
production facility in Maanshan.

Subsequently we established Ossen (Jiujiang) in 2005. It was then a sino-foreign equity
joint venture held as to approximately 66.7% and 33.3% by Ossen Group PRC (a company
ultimately controlled by Dr. Tang) and Ossen Group (Asia) (a company then ultimately

controlled by Dr. Tang), respectively. Ossen (Jiujiang) operates our Jiujiang production facility.

Our Prestressed Materials Business then underwent a reorganisation with Ossen
Innovation (a company ultimately controlled by Dr. Tang) becoming the intermediate holding
company of Ossen Innovation Materials and Ossen (Jiujiang). On 21 December 2010, Ossen
Innovation issued and listed ADSs on NASDAQ in the United States (stock code: OSN).

For more details on the corporate history of Ossen Innovation Materials and Ossen

(Jiujiang), please refer to the section headed “History, Reorganisation and Group Structure —
Our Major Operating Subsidiaries”.
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Cable Business

The history of our Cable Business can be traced back to 1989 when the predecessor of
Shanghai Pujiang, a state and collective jointly-owned enterprise (4 [& 5L #1571 2£) named
Shanghai Pujiang Cable Factory* (L iHVL# R iK) was established in the PRC. Shanghai
Pujiang Cable Factory* (Ll /LA R iK), was converted into a PRC limited liability company
and renamed as Shanghai Pujiang Cable Company Limited* (I /H /L& %R A BR 22 A) in 1994.

Shanghai Pujiang Cable Company Limited* (/L& R AR A ) was further
converted into a joint stock company with limited liability in 2001, and was re-named as
Shanghai Pujiang Cable Co., Ltd.* ( i ILAE R KM AR A 7]) (“Shanghai Pujiang”). At that
time, Shanghai Pujiang had nine promoters, five of whom were Independent Third Parties and
four of whom are management members of our Group, namely Mr. Luo Guoqiang (# 2 i), Mr.
Xu Haoming (&% #]), and Mr. Li Gang (%), who are senior management of our Group; and
Mr. Yan Haiqing (#&i%7), who is a director of Shanghai Pujiang and Zhejiang Pujiang. For
further details on Mr. Luo Guogqiang (# F i), Mr. Xu Haoming (#&{# #]), and Mr. Li Gang (%= l),
please refer to the section headed “Directors, Senior Management and Employees” in this
[REDACTED].

Following several shareholding consolidations and immediately before Dr. Tang acquired
control, the above management members of our Group ceased to have any interest in Shanghai
Pujiang, and Shanghai Pujiang was then wholly owned by two shareholders who were
Independent Third Parties. Dr Tang, through Ossen Group PRC (a company ultimately
controlled by Dr. Tang), acquired Shanghai Pujiang in 2010. Following on from the success of
our Prestressed Materials Business which Dr. Tang had established in 2004 and subsequently
successfully listed on the NASDAQ Capital Market, Dr. Tang decided to further expand his
business in the construction materials industry. In particular, Dr. Tang considered that there
were positive development prospects in the bridge construction industry at the time.
Accordingly, he decided to acquire Shanghai Pujiang, which was by then an established

company in that industry with a long trading record.

In 2006 Zhejiang Pujiang was established in the PRC as a wholly owned subsidiary of

Shanghai Pujiang. Zhejiang Pujiang operates our production facility in Xitang.
For more details on the corporate history of Shanghai Pujiang and Zhejiang Pujiang,

please refer to the section headed “History, Reorganisation and Group Structure — Our Major
Operating Subsidiaries”.
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MILESTONES

Set forth below are the key corporate milestones of our Group since its establishment:

Year

1989

1991

1999

2001

2004

Key Corporate Milestones
Cable Business

Shanghai Pujiang Cable Factory* (_I i VL&
), the predecessor company of Shanghai
Pujiang, was established

Nanpu Bridge* (B K#%), China’s first
super-long-span cable-stayed bridge, for
which we supplied stay cables, was
completed. The Nanpu Bridge project was
awarded the First Class Prize of The State
Scientific and Technological Progress* (%
ARl 88 — 2 48) by The State
Scientific and Technological Commission*
(B Z R Z B &) in 1995.

The Jiangyin Yangtze River Bridge* (JLF2{
ILKA&) the first suspension bridge with
main span of 1,385 metres in China, for
which we supplied suspension cables, was
completed. This project was awarded with
the International Eugene-Figo International
Award by International Bridge Conference in
the field of suspension bridges in 2002 which
was the first time a China project won such
award.

The Nanjing No.2 Yangtze River Bridge* (¥
FRILH . KH), for which we supplied
suspension cables, was completed. The
project was awarded the 3rd Zhan Tianyou
Civil Construction Award* (53 )& 8 + K T.
REfE KA K EE)
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Year

2005

2007

2009

2010

2013

Key Corporate Milestones

Cable Business

The Nanjing No.3 Yangtze River Bridge* (Fd
HRILE = KH§), for which we supplied
suspension cables, was completed. The
project was awarded the 7th Zhan Tianyou
Civil Construction Award* (557 & H B £ KT
R R AR EE).

The Xihoumen Bridge* (Vi3 K1), a
suspension bridge with the longest main
span in China among all completed
suspension bridges at the time, for which
we supplied stay cables, was completed. In
2015, the project was awarded the China
Highway and Transportation’s First Class
Prize for Science and Technology* (' 2 #
B BHELF A 4% — 2R 4%).

Our Xitang facility commenced production.

Dr. Tang acquired a controlling interest in
Shanghai Pujiang.

The
suspension bridge at the time, the United
States Oakland Bay Bridge* (3% 2 % 57 [ 13 /5
#), for which we supplied PPWS that makes
up its

world’s largest self-anchored

main suspension cables, was

completed.
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Prestressed Materials Business

Our Jiujiang facility commenced
production.

We were awarded the 3rd
Chinese Excellent Corporate
Citizenship (35 =& B & 75 > 3
2yR) by Corporate Citizenship
Committee of China Social Work
Association* (H B4+ €& TAF W &
HEARZES).

We were awarded the Foreign
Invested Technologically
Advanced Enterprise* (JME%&E
JeHEF I 1> 3) by The Bureau of
Commerce of Anhui Province (%

BB

Ossen Innovation issued and
listed ADSs on NASDAQ Global
Market in the United States of
America.

We were awarded the Second
Class Prize of The Scientific and
Technological Progress of Jiangxi
Province * (YL.VG & B 46 4%)
by People’s Government of Jiangxi
Province (VL.74 & A REUF).
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Year  Key Corporate Milestones
Cable Business Prestressed Materials Business

2015 We were awarded the Shanghai Famous We were awarded the Certificate
Brand Certificate* (LiE&M#EE) by of Key New Product in the Jianxi
Shanghai  Brand  Recommendation Province* (VLP4 & = Bi#i & i i
Committee* (LT & i #EZE B ®) and the #) by Jiangxi Province Science
Shanghai Famous Trademark Certificate* (I and Technology Department of
B ELHEFE) by The Shanghai Jiangxi Province* (VLVHH FHEHL
Administration for Industrial and Commerce il ).

(BT LR AT BUE HLR).

Nizhou Section* (Je#l Bt) of the Humen No.2
Bridge* (JE[1 —#&) of which we were
awarded the tender for the supply of
suspension cables for its construction, was
the longest main-span suspension bridge in
China at the time.

2017 We were awarded the Technology
Invention Award of Jiangxi
Province* (VLVH & #1155 WI4E) by
People’s Government of Jiangxi

Province (YLV5 & A RBUR).

2018  We were awarded the tender for the supply
of suspension cables for the 1915 Canakkale
Bridge in Turkey, which is the world’s
longest main span suspension bridge
planned as of the date of this [REDACTED].
The bridge has a main span of 2,023 metres.

OUR MAJOR OPERATING SUBSIDIARIES

Below set forth the major changes in shareholding of our major operating subsidiaries
which made a material contribution to our Group during the Track Record Period.

Shanghai Pujiang

Shanghai Pujiang is one of our major operating subsidiaries in the Cable Business and
engages in the sale and supply of cables for construction of bridges and cables for use in
constructing various architectural structures.

Shanghai Pujiang Cable Company Limited* (L /LA R AR A7) was established in
the PRC as a limited liability company on 16 August 1994 upon the reorganisation of its
predecessor Shanghai Pujiang Cable Factory* (_E#{H/LAI R M), which was established in the
PRC and commenced business on 7 December 1989. On 8 June 2001, Shanghai Pujiang Cable
Company Limited (i#FHILA R AL/ A]) was converted into a joint stock company with
limited liability, and was re-named as Shanghai Pujiang Cable Co., Ltd.* (£ 1 I VLA 2 e i A R
/A7) (i.e. Shanghai Pujiang).
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The initial registered capital of Shanghai Pujiang Cable Company Limited* (I i /LA &
A MR2AHE) when it was incorporated was RMB10.2 million. After several rounds of capital
injections, the registered share capital of Shanghai Pujiang as at the Latest Practicable Date was
RMB90 million.

At the time of its conversion into a joint stock company in 2001, the share capital of
Shanghai Pujiang was registered in the name of five Independent Third Parties as to
approximately 95.05% and in the name of the management members of our Group, namely Mr.
Luo Guogiang (%2 %), Mr. Xu Haoming (#X 1% ), Mr. Li Gang (%) and Mr. Yan Haiqing (k&
7) as to approximately 1.44%, 1.27%, 1.27% and 0.97% respectively. The shares registered in
the names of the management members were held for themselves and on behalf of certain
employees. Following several shareholding consolidations and immediately before Dr. Tang
acquired control, the above management members and employees of our Group ceased to have
any interest in Shanghai Pujiang, and Shanghai Pujiang was then owned by two shareholders
who were Independent Third Parties as to 70% and 30%.

Acquisition of control by Dr. Tang

Dr. Tang acquired control of Shanghai Pujiang in 2010 as he considered there were
positive development prospects for the bridge construction industry. In 2010, Ossen Group PRC
(a company ultimately controlled by Dr. Tang) entered into equity transfer agreements with the
then shareholders of Shanghai Pujiang pursuant to which Ossen Group PRC acquired the entire
issued share capital of Shanghai Pujiang, for an aggregate consideration of RMB154 million and
RMB66 million, respectively. The acquisitions from each of the sellers occurred in two stages in
September 2010 and December 2010. The consideration for the transfers were determined based
on arm’s length negotiations between the parties and were fully settled by 31 December 2010.

Ossen Group PRC is a limited liability company incorporated in the PRC on 1 April 2004
and is owned by Shanghai Ossen Investment, Innovation Material Research Institute,
previously known as Shanghai Ossen Material Research Institute Limited Company* ( I iff 5 %
FEHIFIE BT A B2 7), and Dr. Tang as to 40%, 30% and 30%, respectively. Ossen Group PRC,
Shanghai Ossen Investment and Innovation Material Research Institute are all ultimately
controlled by Dr. Tang. For more details on Ossen Group PRC, Shanghai Ossen Investment and
Innovation Material Research Institute, please refer to the section headed “Relationship with
Controlling Shareholders” in this [REDACTED].

Following the first acquisition by Ossen Group PRC, Ossen Group PRC transferred a 0.5%
shareholding to Dr. Tang, in order to maintain the minimum requirement of having two
shareholders for a joint stock company. The consideration for the transfer was RMB1.15 million,
which was fully settled on 29 December 2011.

After completion of the above share transfers, the shares of Shanghai Pujiang were owned
as to approximately 99.5% by Ossen Group PRC and 0.5% by Dr. Tang.

Participation by other investors
Following the acquisition of control by Dr. Tang, Shanghai Pujiang had initially proposed

a listing on the Shanghai Stock Exchange. In contemplation of that proposed listing on the
Shanghai Stock Exchange, various investors had acquired interests in Shanghai Pujiang.
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On 1 December 2011, Ms. Zhang Mei (5£4%), an Independent Third Party, and Ossen
Group PRC entered into an equity transfer agreement, pursuant to which Ms. Zhang Mei (3 1)
acquired a 10% shareholding in Shanghai Pujiang from Ossen Group PRC for a consideration of
RMB38 million, which was determined based on arm’s length negotiation between the parties
and was fully settled on 23 December 2011.

On 1 March 2012, Kunshan Zhongke, Ossen Group PRC and Shanghai Pujiang entered
into an equity transfer agreement, pursuant to which Kunshan Zhongke acquired a 10%
shareholding in Shanghai Pujiang from Ossen Group PRC for a consideration of RMB38 million,
which was determined based on arm’s length negotiation between the parties and was fully
settled on 8 March 2012.

Kunshan Zhongke was a limited liability company established in the PRC and mainly
engaged in the provision of investment, management and advisory services related to venture
capital business. It was owned by Independent Third Parties.

On 1 July 2013, Mr. Wang, Ossen Group PRC and Shanghai Pujiang entered into an equity
transfer agreement, pursuant to which Mr. Wang acquired a 10% shareholding in Shanghai
Pujiang from Ossen Group PRC for a consideration of RMB42 million, which was determined
based on arm’s length negotiation between the parties and was fully settled on 26 August 2013.

On 10 July 2013, Mr. Lu, Ms. Zhang Mei (5) and Shanghai Pujiang entered into an
equity transfer agreement, pursuant to which Mr. Lu acquired the 10% equity interest in
Shanghai Pujiang held by Ms. Zhang Mei (5k##) for a consideration of RMB42 million. To the
best knowledge of the Directors, the consideration was fully settled.

Each of Mr. Lu and Mr. Wang were individual investors and Independent Third Parties
prior to their investment in our Group. They were acquaintances of Dr. Tang whom he had
previously met through business interactions.

Immediately after the above instances of share transfers and prior to the Reorganisation,
the shares in Shanghai Pujiang were owned by Ossen Group PRC, Kunshan Zhongke, Mr. Wang,
Mr. Lu and Dr. Tang as to 69.5%, 10%, 10%, 10% and 0.5%, respectively.

Zhejiang Pujiang

Zhejiang Pujiang is one of our major operating subsidiaries in the Cable Business and
engages in the manufacture and supply of bridge cables and various construction materials.
Zhejiang Pujiang operates our Xitang production facility.

Zhejiang Pujiang was established in the PRC as a limited liability company on 13 April
2006 and commenced business on 13 April 2006. Zhejiang Pujiang is and has been since
establishment a wholly owned subsidiary of Shanghai Pujiang.

The initial registered capital of Zhejiang Pujiang when it was incorporated was RMB25

million. After several rounds of capital injections, the registered capital of Shanghai Pujiang as
at the Latest Practicable Date was RMB125 million.
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Ossen Innovation Materials

Ossen Innovation Materials is one of our major operating subsidiaries in the Prestressed
Materials Business and engages in the manufacture and supply of prestressed materials for
infrastructure construction. Ossen Innovation Materials operates our production facility in
Maanshan.

Ossen Innovation Materials, previously known as Ossen (MaanShan) Steel Wire & Cable
Co., Ltd.* (A% (J§ ¥k 111 ) 5 485 8 4 BR 2 7)), was incorporated in the PRC as a sino-foreign joint
venture limited liability company held as to 75% by Shanghai Ossen Investment (a company
ultimately controlled by Dr. Tang) and as to 25% by Ossen Group (Asia) (a company then
ultimately controlled by Dr. Tang), and commenced business on 27 October 2004. It was
converted into a joint stock company with limited liability, and was renamed as Ossen
Innovation Materials Co. Ltd* (HLEE#r 4 B 43 47 BR 2 7)) on 8 May 2008.

The initial registered capital of Ossen Innovation Materials when it was incorporated was
RMB10 million. After several rounds of capital injections, the registered share capital of Ossen

Innovation Material as at the Latest Practicable Date was RMB75 million.

At the time of its conversion into a joint stock company, the share capital of Ossen
Innovation Materials was owned by as to approximately 81% by Ossen Group (Asia) and as to
approximately 19% by four shareholders who are Independent Third Parties. In 2012, one of
these shareholders decided to realise its investment in Ossen Innovation Materials. As such the
exiting shareholder transferred its 3% equity interest to Ossen Group PRC pursuant to an equity
transfer agreement dated 9 April 2012 at a consideration of RMB6.6 million. The consideration
was determined based on arm’s length negotiation between the parties and was fully settled in
May 2012.

Immediately before and after the Reorganisation and as at the Latest Practicable Date,
Ossen Innovation Materials was owned as to approximately 81% by Ossen Group (Asia), as to
approximately 16% by three shareholders who are Independent Third Parties and as to
approximately 3% by Ossen Group PRC (a company ultimately controlled by Dr. Tang).

Ossen (Jiujiang)

Ossen (Jiujiang) is one of our major operating subsidiaries in the Prestressed Materials
Business and engages in the manufacture and supply of prestressed materials for infrastructure
construction. Ossen (Jiujiang) operates our production facility in Jiujiang.

Ossen (Jiujiang), previously known as Ossen (Jiujiang) Steel Wire & Cable Co., Ltd.* (%%
8] %3 500 #8841 FR /2 7] ), was incorporated in the PRC as a sino-foreign equity joint venture held as to
approximately 66.7% and 33.3% by Ossen Group PRC (a company ultimately controlled by Dr.
Tang) and Ossen Group (Asia) (a company then ultimately controlled by Dr. Tang), respectively.
It commenced business on 12 April 2005.
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The initial registered capital of Ossen (Jiujiang) when it was incorporated was RMB30
million. After several rounds of capital injections, the registered capital of Ossen (Jiujiang) as at
the Latest Practicable Date was RMB183,271,073.50. Following various transfers between
companies ultimately controlled by Dr. Tang, immediately before and after the Reorganisation
and as at the Latest Practicable Date, the registered capital of Ossen (Jiujiang) was owned by
Topchina and Ossen Innovation Materials as to approximately 79.54% and 20.46% respectively.

REORGANISATION

In contemplation of the [REDACTED], we underwent a reorganisation to implement a
structure whereby our Company became the holding company of our Group.

Set forth below is the corporate and shareholding structure of our Group immediately
before the Reorganisation:

100% 100% 100%

Effectual Strength Fascinating Acme Gross Inspiration NASDAQ
(BVI) (BVI) (BVI) public shareholders
(Note 3)
[ 59.9% [3% 5%
Ossen Innovation
(BVI)
PRC [ 100%

offshore Ossen Innovation Materials Group

(BVI)

100% 100%

Ossen (.‘-roup Topchina
(Asia) (BVI)
(BVI)
Other shareholders @
(Note 4)
2%
19% 81% I
PRC Ossen Innovation Materials Shanghai OSPSIE{!E)InVeStmEHt
onshore (PRC) (
[205% 79.5% [52%  48%

lA = Innovation Material
Ossen (Jiujiang) Research Institute
(PRC) (PRC)

40% [30%  30%
[
Kunshan Zhongke Ossen Group PRC
(PRC) (PRC)
[ 10% 10% 10% [ 69.5% 0.5%
Shanghai Pujiang
(PRC)

[ 100% ] 100%

Shanghai Pujiang Cable
Installation Engineering
(PRC)

Zhejiang Pujiang

Notes:

(1) Ms. Gu Xiamin is the spouse of Mr. Hua Wei, a director of Ossen Innovation Materials and Ossen
(Jiujiang).

(2) Ms. Chen Yan is the spouse of Mr. Zhou Xufeng, a Director.

3) NASDAQ public shareholders are the holders of ADSs listed on NASDAQ.

(4) The remaining 19% equity interest in Ossen Innovation Materials was held by Anhui High-Technology
as to 9%, Maanshan Huishen as to 5%, Ossen Group PRC as to 3% and Maanshan Cihu as to 2% as at the

Latest Practicable Date. Except for Ossen Group PRC, which is ultimately controlled by Dr. Tang, these
shareholders are Independent Third Parties.
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1. Incorporation of our Company

On 26 April 2017, our Company was incorporated in the Cayman Islands under the
Companies Law as an exempted company with an authorised share capital of HK$380,000
divided into 38,000,000 Shares of par value of HK$0.01 each, of which 1 Share was allotted and
issued to our Company’s initial subscriber at par which was subsequently transferred to
Elegant Kindness on the same day.

2. Transfer of 1% shareholding in Shanghai Pujiang from Mr. Wang to Mr. Man

On 17 June 2017, Mr. Wang entered into an equity transfer agreement with Mr. Man
pursuant to which Mr. Wang transferred his 1% shareholding in Shanghai Pujiang to Mr. Man.
The consideration was RMB3.0 million and was determined with reference to the valuation
report of Shanghai Pujiang from an independent appraisal firm as at 31 December 2016. To the
best of the Directors” knowledge, the consideration has been settled.

To the best of the Directors’ knowledge, Mr. Man was a prior business acquaintance of Mr.
Wang. Mr. Man was an individual investor and an Independent Third Party prior to his
investment in our Group.

Upon completion of the transfer, the shares in Shanghai Pujiang were owned by Ossen
Group PRC, Kunshan Zhongke, Mr. Lu, Mr. Wang, Mr. Man and Dr. Tang as to approximately
69.5%, 10%, 10%, 9%, 1% and 0.5% respectively and Shanghai Pujiang became a sino-foreign
joint venture.

3. Establishment of holding companies

On 28 May 2018, Acme Innovation and Top Innovation were incorporated in the BVI. The
entire issued share capital of both companies are owned by our Company. Acme Innovation and
Top Innovation are investment holding companies with no business operations.

On 14 June 2018, Top Innovation acquired the entire issued share capital of Ossen Group
HK from Dr. Tang for a consideration of HK$1.00. Ossen Group HK is a company incorporated
in Hong Kong and is an investment holding company with no business operations.

On 5 June 2018, Shanghai Xiong Ao Enterprise Management Co., Ltd* (b ME (> 56 % B
AR H) (“Shanghai Xiong Ao”) was incorporated in the PRC as a limited liability company
with a registered capital of RMB1 million. The entire equity interest in Shanghai Xiong Ao was
owned by Ossen Group HK.

4. Subscriptions by Dr. Tang of 1% equity interest in Shanghai Xiong Ao
On 23 July 2018 and on 19 September 2018, for the purpose of providing further funding

to our Group to complete the Reorganisation in step 5, Dr. Tang subscribed an aggregate of 1%
equity interest in Shanghai Xiong Ao at an aggregate subscription price of RMB124,350,000.
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Upon completion of the above steps, the equity interest in Shanghai Xiong Ao was owned
as to 99% by Ossen Group HK and 1% by Dr. Tang.

5. Subscription of Shares in our Company by investors in Shanghai Pujiang and transfer
of shares in Shanghai Pujiang to our Group

We had been in negotiations with the Shanghai Pujiang investors to acquire their minority
interests in Shanghai Pujiang as part of the Reorganisation, while also offering them the
opportunity to continue their investment in our Group through an investment in our Company.

One of Shanghai Pujiang’s shareholder, Kunshan Zhongke, had decided to realise its
investment in Shanghai Pujiang due to a change in its business strategy. Accordingly, Kunshan
Zhongke transferred its shares in Shanghai Pujiang to Shanghai Xiong Ao and Mr. Lu with the
consideration arrived at after the arm’s length negotiation between the parties taking into
account a reasonable rate of return for Kunshan Zhongke on its initial investment.

All of the other shareholders of Shanghai Pujiang, Mr. Wang, Mr. Lu and Mr. Man, had
decided to continue their investment in our Group. These shareholders had transferred their
shares to Shanghai Xiong Ao and Ossen Group HK with the consideration equivalent to the
amount of the registered capital of Shanghai Pujiang owned by the relevant Shareholders, and
the Shares in our Company were issued to these Shareholders, with reference to the proportion
of their original shareholdings in Shanghai Pujiang.

None of the investors in Shanghai Pujiang have entered into any shareholders agreement
with each other in relation to their interest in Shanghai Pujiang or our Company and they have
no special rights in relation to their shareholding other than pursuant to general law.

(a)  Subscription of shares in our Company by Elegant Kindness and Xinland Investment, and
transfer of shares in Shanghai Pujiang from Ossen Group PRC and Mr. Wang to Shanghai
Xiong Ao

On 28 June 2018, our Company issued and allotted 79,695 Shares to Elegant
Kindness at a subscription price of HK$0.01 per Share, which subscription price has been
paid in full.

On 29 June 2018, Shanghai Xiong Ao entered into equity transfer agreements with
each of Ossen Group PRC and Mr. Wang, pursuant to which Ossen Group PRC and Mr.
Wang respectively transferred 62,550,000 shares and 4,500,000 shares in Shanghai Pujiang
(equivalent to 69.5% and 5% of the issued share capital in Shanghai Pujiang respectively)
to Shanghai Xiong Ao at a consideration of RMB62,550,000 and RMB4,500,000
respectively. The consideration for the abovementioned transfers has been settled in full
by 4 July 2018.

On 4 July 2018, our Company issued and allotted 5,804 Shares to Xinland
Investment, at a subscription price of HK$0.01 per Share, which subscription price has
been paid in full. Xinland Investment is a company incorporated in the BVI and wholly
owned by Mr. Wang.
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Upon completion of the above steps, our Company was owned as to approximately
93.21% by Elegant Kindness and 6.79% Xinland Investment, and the shares in Shanghai
Pujiang were owned by Shanghai Xiong Ao, Kunshan Zhongke, Mr. Lu, Mr. Wang, Mr.
Man and Dr. Tang as to approximately 74.5%, 10%, 10%, 4%, 1% and 0.5% respectively.

(b)  Transfer of 10% shareholding in Shanghai Pujiang from Mr. Lu to Shanghai Xiong Ao and
subscription of Shares by Brilliance Benefit

On 3 September 2018, Shanghai Xiong Ao entered into an equity transfer agreement
with Mr. Lu, pursuant to which Mr. Lu transferred 9,000,000 shares in Shanghai Pujiang
(equivalent to 10% of the issued share capital in Shanghai Pujiang) to Shanghai Xiong Ao
at a consideration of RMB9,000,000 which was fully settled on 29 September 2018.

On the same date, our Company issued and allotted 11,608 Shares to Brilliance
Benefit at a subscription price of HK$0.01 per Share, which subscription price has been
paid in full. Brilliance Benefit is a company incorporated in the BVI and wholly owned by
Mr. Lu.

Upon completion of the above step, our Company was owned as to approximately
82.07% by Elegant Kindness, 5.98% by Xinland Investment and 11.95% by Brilliance
Benefit, and the equity interest in Shanghai Pujiang was owned by Shanghai Xiong Ao,
Kunshan Zhongke, Mr. Wang, Mr. Man and Dr. Tang as to approximately 84.5%, 10%, 4%,
1% and 0.5% respectively.

(c)  Transfer of 4% shareholding in Shanghai Pujiang from Mr. Wang to Shanghai Xiong Ao
and subscription of Shares by Xinland Investment

On 3 September 2018, Shanghai Xiong Ao entered into an equity transfer agreement
with Mr. Wang, pursuant to which Mr. Wang transferred 3,600,000 shares of Shanghai
Pujiang (equivalent to 4% of the issued share capital in Shanghai Pujiang) to Shanghai
Xiong Ao at a consideration of RMB3,600,000 which was fully settled on 7 September
2018.

On the same date, our Company issued and allotted 4,643 Shares to Xinland
Investment at the subscription price of HK$0.01 per Share, which subscription price has
been paid in full.

Upon completion of the above step, our Company was owned as to approximately
78.32% by Elegant Kindness, 10.27% by Xinland Investment and 11.41% by Brilliance
Benefit, and the equity interest in Shanghai Pujiang was owned by Shanghai Xiong Ao,
Kunshan Zhongke, Mr. Man and Dr. Tang as to approximately 88.5%, 10%, 1% and 0.5%
respectively.
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(d)  Transfer of 1% shareholding in Shanghai Pujiang from Mr. Man to Ossen Group HK and
subscription of Shares by Five Standers

On 3 September 2018, Ossen Group HK entered into an equity transfer agreement
with Mr. Man, pursuant to which Mr. Man transferred 900,000 shares of Shanghai Pujiang
(equivalent to 1% of the issued share capital in Shanghai Pujiang), to Ossen Group HK at
a consideration of RMB900,000 or a foreign currency equivalent to the amount of
RMB900,000, which was fully paid on 10 September 2018.

On the same date, our Company issued and allotted 1,161 Shares to Five Standers at
the subscription price of HK$0.01 per Share, which subscription price has been paid in
full. Five Standers is a company incorporated in the BVI and wholly owned by Mr. Man.

Upon completion of the above step, our Company was owned as to approximately
77.44% by Elegant Kindness, 10.15% by Xinland Investment, 11.28% by Brilliance Benefit,
and 1.13% by Five Standers and the equity interest in Shanghai Pujiang was owned by
Shanghai Xiong Ao, Kunshan Zhongke, Ossen Group HK and Dr. Tang as to
approximately 88.5%, 10%, 1% and 0.5% respectively.

(e)  Transfer of 10% shareholding in Shanghai Pujiang from Kunshan Zhongke to Shanghai
Xiong Ao and Mr. Lu, and subscription of Shares by Elegant Kindness

On 17 September 2018, Shanghai Xiong Ao entered into an equity transfer
agreement with Kunshan Zhongke, pursuant to which Kunshan Zhongke transferred
7,200,000 shares of Shanghai Pujiang (equivalent to 8% of the issued share capital in
Shanghai Pujiang) to Shanghai Xiong Ao at a consideration of RMB42,000,000 which was
fully settled on 20 September 2018.

On 21 September 2018, our Company issued and allotted 9,122 Shares to Elegant
Kindness at the subscription price of HK$0.01 per Share, which subscription price has
been paid in full.

On 25 September 2018, Mr. Lu entered into an equity transfer agreement with
Kunshan Zhongke, pursuant to which Kunshan Zhongke transferred 1,800,000 shares of
Shanghai Pujiang (equivalent to 2% of the issued share capital in Shanghai Pujiang), to
Mr. Lu at a consideration of RMB10,500,000 which was fully settled on 29 September 2018.

Upon completion of the above step, our Company was owned as to approximately
79.28% by Elegant Kindness, 9.32% by Xinland Investment, 10.36% by Brilliance Benefit,
and 1.04% by Five Standers and the equity interest in Shanghai Pujiang was owned by
Shanghai Xiong Ao, Mr. Lu, Ossen Group HK and Dr. Tang as to approximately 96.5%, 2%,
1% and 0.5% respectively.

(f)  Transfer of 2% shareholding in Shanghai Pujiang from Mr. Lu to Shanghai Xiong Ao and
subscription of Shares by Brilliance Benefit

On 28 September 2018, Shanghai Xiong Ao entered into an equity transfer
agreement with Mr. Lu, pursuant to which Mr. Lu transferred 1,800,000 shares in
Shanghai Pujiang (equivalent to 2% of the issued share capital in Shanghai Pujiang) to
Shanghai Xiong Ao at a consideration of RMB1,800,000 which was fully settled on 29
September 2018.
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On the same date, our Company issued and allotted 2,322 Shares to Brilliance
Benefit at a subscription price of HK$0.01 per Share, which subscription price has been
paid in full.

Upon completion of the above step, our Company was owned as to approximately
77.67% by Elegant Kindness, 9.14% by Xinland Investment, 12.18% by Brilliance Benefit
and 1.01% by Five Standers, and the equity interest in Shanghai Pujiang was owned by
Shanghai Xiong Ao, Ossen Group HK and Dr. Tang as to approximately 98.5%, 1% and
0.5% respectively.

6. Transfer of 65.9% shareholding in Ossen Innovation from Effectual Strength to Acme

Innovation

The Reorganisation involved a combination of both the Cables Business and the
Prestressed Materials Business into our Group for [REDACTED]. This was effected by our
Group acquiring the controlling interest in Ossen Innovation which was held by Dr. Tang.

Pursuant to agreements dated 7 August 2018, each of Fascinating Acme and Gross
Inspiration transferred its entire holding of 600,000 shares (equivalent to 3% of the issued share
capital) in Ossen Innovation to Effectual Strength (a company wholly-owned by Dr. Tang), for a
consideration of US$516,400 which was determined based on the trading price of the ADSs. The
consideration paid to each of Fascinating Acme and Gross Inspiration, was settled in full on 8
August 2018 and on 14 August 2018, respectively.

On 2 October 2018, Dr. Tang, Effectual Strength, Elegant Kindness, Acme Innovation, and
our Company entered into a sale and purchase agreement, pursuant to which Effectual
Strength, transferred its entire holding of 13,050,000 shares in Ossen Innovation (equivalent to
65.9% of the issued share capital in Ossen Innovation) to Acme Innovation, in consideration for
the allotment and issue to Elegant Kindness of 54,404 Shares of our Company (representing
approximately 32.24% of the then issued share capital of our Company), credited as fully paid.

Upon completion of the above share transfer, Ossen Innovation was 65.9% owned by
Acme Innovation, and our Company was owned as to approximately 84.87% by Elegant
Kindness, 8.25% by Brilliance Benefit, 6.19% by Xinland Investment and 0.69% by Five
Standers. Ossen Innovation remains listed on NASDAQ.

7. Capitalisation Issue

Conditional upon the crediting of our Company’s share premium account as a result of
the allotment and issue of the [REDACTED] pursuant to the [REDACTED], our Directors are
authorised to capitalise an amount of [REDACTED] standing to the credit of the share premium
account of our Company by applying such sum towards the paying up in full at par a total of
[REDACTED] Shares for allotment and issue to Elegant Kindness, Brilliance Benefit, Xinland

Investment and Five Standers (the “Capitalisation Issue”).
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Set forth below is the corporate and shareholding structure of our Group immediately
after the Reorganisation, but before the completion of the [REDACTED] and the Capitalisation

100% 100% 100%

Issue:

Elegant Brilliance Xinland Five
Kindness Benefit Investment Standers
(BVI) (BVI) (BVI) (BVI)
84.87% 8.25% 6.19% 0.69%
The Company
(Cayman Islands)
100% | 100%
Top Innovation Acme Innovation NASDAQ
(BVI) (BVI) public shareholders
(Note 1)
| 100% 34.1%
Ossen Group HK 65.9%
(HK) Ossen Innovation
(BVI)
100%
Ossen Innovation
Materials Group
(BVI)
[
100% | ] 100%
Topchina Ossen Group (Asia)
(BVI) (BVI)
PRC offshore
PRC onshore
Other
99% shareholders
(Note 2)
Shanghai Xiong Ao 81%
1% (PRC)
o Ossen Innovation Materials
98.5% (PRC)
. 00 3 1 10/0 0y
0.5% Shanghai Pujiang 79.5% [ 20.5%
(PRC) [
o .
100% | l | 100% Sse?P%g];ang)
Zhejiang Pujiang Shanghep Pu]lang Cable
Installation Engineering
(PRC) (PRC)
Notes:

(1) NASDAQ public shareholders are the holders of ADSs listed on NASDAQ.

(2) The remaining 19% equity interest in Ossen Innovation Materials was held by Anhui High-technology
as to 9%, Maanshan Huishen as to 5%, Ossen Group PRC as to 3% and Maanshan Cihu as to 2% as at the
Latest Practicable Date. Except for Ossen Group PRC, which is ultimately controlled by Dr. Tang, these
shareholders are Independent Third Parties.

-107 -



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

HISTORY, REORGANISATION AND GROUP STRUCTURE

The following diagram illustrates the corporate and shareholding structure of our group
immediately following the completion of the [REDACTED] and the Capitalisation Issue
assuming no option which may be granted under the Share Option Scheme is exercised and not

taking into account the [REDACTED]:
Mr. Wang
(Note 1)

100% 100% 100%
Elegant Brilliance Xinland Five
Kindness Benefit Investment Standers
(BVI) (BVI) (BVI) (BVI)
[REDACTED]% [REDACTED]% [REDACTED]% [REDACTED]% [REDACTED]%
The Company
(Cayman Islands)
100% | 100%
Top Innovation Acme Innovation NASDAQ
(BVI) (BVI) public shareholders
(Note 2)
| 100% 34.1%
Ossen Group HK 65.9%
(HK) Ossen Innovation
(BVI)
100%
Ossen Innovation
Materials Group
(BVI)
[
100% [ ] 100%
Topchina Ossen Group (Asia)
(BVI) (BVI)
PRC offshore
PRC onshore
Other
999% shareholders
(Note 3)
Shanghai Xiong Ao 81%
1% (PRC)
o Ossen Innovation Materials
98.5% (PRC)
0.5% Shanghai Pujiang 1% 79.5% [ 205%
(PRC) [
o .
100% | l | 100% SSQ?P%gl)lang)
Zhejiang Pujiang Shangha.1 Pu]lar\.g Came
(PRC) Installation Engineering
(PRC)
Notes:

(1) Mr. Lu, Mr. Wang and Mr. Man will also be public shareholders. Brilliance Benefit and Xinland
Investment are [REDACTED].

(2) NASDAQ public shareholders are the holders of ADSs listed on NASDAQ.
(3) The remaining 19% equity interest in Ossen Innovation Materials was held by Anhui High-technology as
to 9%, Maanshan Huishen as to 5%, Ossen Group PRC as to 3% and Maanshan Cihu as to 2% as at the

Latest Practicable Date. Except for Ossen Group PRC, which is ultimately controlled by Dr. Tang, these
shareholders are Independent Third Parties.
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PRC REGULATORY ISSUES RELATING TO THE REORGANISATION AND THE
[REDACTED]

M&A RULES

On 8 August 2006, six PRC regulatory authorities in China (including CSRC, MOFCOM
and SAFE) jointly promulgated Regulations on the Mergers and Acquisitions of Domestic
Enterprises by Foreign Investors (CBiJAAME & % Of B 45 A 2ERHLE D), which became
effective on 8 September 2006 and were subsequently amended on 22 June 2009, (the “M&A
Rules”). The M&A Rules specifies that, where a PRC investor establishes or controls a foreign
enterprise and acquires a connected company in the PRC through the foreign enterprise, it shall
be subject to the approval of MOFCOM. All parties involved in the foreign investor’s merger
and acquisition of domestic enterprises shall abide by the applicable PRC laws and regulations
on foreign exchange control and apply to SAFE or its local branches for approval, registration,
filing for record and alteration formalities in a timely manner. In addition, the M&A Rules
include provisions that purport to require offshore special purpose companies pursuant to the
M&A Rules, controlled directly or indirectly by PRC companies or individuals with a view to
list in an oversea stock exchange with their operating companies or assets in China, to obtain
the approval of the CSRC prior to the listing and trading of their securities in any overseas stock
exchange.

As advised by our PRC Legal Advisers, regarding the transfer of 1% equity interest from
Mr. Wang to Mr. Man, since Mr. Man is an Australian citizen, he does not fall within the
definition of domestic natural person under the M&A Rules. Also, as advised by our PRC Legal
Advisers, regarding the transfers of 69.5%, 12%, 9%, 8% and 1% equity interest of Shanghai
Pujiang from Ossen Group PRC, Mr. Lu, Mr. Wang, Kunshan Zhongke and Mr. Man,
respectively to Shanghai Xiong Ao and Ossen Group HK, since Shanghai Pujiang is a
sino-foreign joint venture limited liability company, and the Company is not a special-purpose
company under the definition of the M&A Rules, there is no requirement for our Company to
obtain the approval from MOFCOM with respect to such transfer. Further, since the
consideration of the aforementioned transfer is settled by cash, there is also no requirement for
our Company to obtain the approval of the CSRC prior to the [REDACTED]. As such, the
abovementioned transfers complied with the M&A Rules.

SAFE Circular No. 37

Pursuant to SAFE Circular 37, special purpose vehicle (“SPV”) refers to overseas
companies directly incorporated or indirectly controlled by domestic residents (including
domestic institutions and individual domestic residents) using the assets or rights and interests
of domestic companies that they legally possess or the overseas assets or rights and interests
they legally possess for the purpose of investments and financing. SAFE Circular No.37 further
requires timely amendments to the registration for any major change in respect of the SPV,
including, among other things, any major change of the SPV’s PRC resident shareholder, name
of the SPV, term of operation, or any increase or reduction of the SPV’s registered capital
contributed by the PRC domestic resident, share transfer or swap, and merger or division. As
advised by the our PRC Legal Advisers, Dr. Tang, Mr. Lu and Mr. Wang completed the
registration for SAFE Circular No.37 on 1 August 2017.
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Our PRC Legal Advisers have further confirmed that all approvals, permits and licences
required in connection with the Reorganisation have been obtained, and the Reorganisation
complies with the applicable PRC laws and regulations.

LISTING ON OTHER STOCK EXCHANGES
Listing of Ossen Innovation on NASDAQ

In order to raise funds for its operations and seek a platform for further capital financing,
Ossen Innovation, which holds our Prestressed Materials Business, sought a listing in the US.
Ossen Innovation issued and listed ADSs on NASDAQ Global Market in the United States on 21
December 2010 (stock code: OSN). The listing of the ADSs was transferred to the NASDAQ
Capital Market on 30 July 2013. Ossen Innovation is and will remain listed on NASDAQ Capital
Market following the [REDACTED].

Each ADS represents three ordinary shares of Ossen Innovation. The ordinary shares of
Ossen Innovation are not listed, but the ordinary shares held by holders of such ADSs have been
deposited with J.P. Morgan Chase Bank, N.A. as depositary for the ADS programme. ]J.P.
Morgan Chase Bank, N.A. holds the legal title of the ordinary shares which are deposited into
the ADS programme from time to time. Ossen Innovation currently has 19,791,110 ordinary
shares in issue, of which 13,050,000 shares are held by Acme Innovation, and the remaining
6,741,110 shares are deposited with the depositary and held by public shareholders.

Aborted listing application of Cable Business on the Shanghai Stock Exchange

Following Dr. Tang’s acquisition of control in Shanghai Pujiang in 2010, Shanghai Pujiang
proposed to seek a listing on the Shanghai Stock Exchange to raise funds for its operations and
seek a platform for further capital financing. On 10 June 2015, Shanghai Pujiang submitted its
listing application to the China Securities Regulatory Commission. However, given the large
number of listing applications which rendered the listing timetable uncertain, and the Group's
subsequent business strategy to consolidate the Cable Business and the Prestressed Materials
Business (see below), Shanghai Pujiang withdrew its listing application in the second half of
2016 and considered alternative methods of [REDACTED] or capital raising. At the time of
withdrawal of the listing application, no comments had yet been received from the China
Securities Regulatory Commission or the Shanghai Stock Exchange on Shanghai Pujiang’s
listing application.

Business strategy to combine the Cable Business and Prestressed Materials Business

From around 2016, we decided to consolidate the Cable Business and Prestressed
Materials Business into a single group given the potential synergies between the two businesses
in terms of supply chain management and operations and seek a [REDACTED] of the enlarged
group on an internationally recognised stock exchange. In addition, a consolidation of the
Cable Business and the Prestressed Materials Business would give our Group a greater scale
and international footprint to capture further growth opportunities due to international project
opportunities for our Cable Business. Our Directors ultimately decided that the Stock Exchange
represents the most suitable [REDACTED] venue for our Group given our operations and
revenues are mostly in the PRC, and our management is based in the PRC.
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Proposed reorganisation of Ossen Innovation

Various alternatives were considered for combining the two businesses. It was proposed
that the Prestressed Materials Business, which is held by Ossen Innovation, would be
transferred to an entity affiliated with Dr. Tang in exchange for the cancellation of his shares in
Ossen Innovation. At the same time, Ossen Innovation would acquire a new business from, and
become controlled by a third party. It was anticipated that following completion of the
proposed transaction, (i) Dr. Tang would no longer be interested in any shares of Ossen
Innovation, and Ossen Innovation would therefore no longer be affiliated with our Group and
(ii) the Cable Business and the Prestressed Materials Business would be consolidated in a single
group in anticipation of a new [REDACTED] on the Stock Exchange. At the time, the directors
of Ossen Innovation considered this arrangement to be in the best interests of the shareholders
of Ossen Innovation.

In order to effect the aforementioned arrangement, on 19 July 2017, Ossen Innovation
entered into a share exchange agreement (the “Exchange Agreement”) with, among others,
America-Asia Diabetes Research Foundation (“AADRF”), a California corporation that owned
a China-based medical devices company engaged in the research, development and marketing
of glucose control products. AADRF was an investment holding company, whose shares were in
turn held by management of the China-based medical devices subsidiary and various financial
investors. Pursuant to the Exchange Agreement, Ossen Innovation agreed to acquire all of the
equity interests in AADRF in exchange for the issue of shares in Ossen Innovation to AADRF’s
shareholders. In addition, Ossen Innovation entered into an agreement (the “Spin-Off
Agreement”) to spin-off its existing Prestressed Materials Business immediately following
completion of the Exchange Agreement. Pursuant to the Spin-Off Agreement, an entity
affiliated with Dr. Tang would acquire all of the equity of Ossen Innovation Materials Group, in
exchange for the forfeiture and cancellation of all the ordinary shares held by Dr. Tang in Ossen
Innovation. The Exchange Agreement and the Spin-off Agreement, hereinafter is together
referred to as, the “US Reorganisation”. The US Reorganisation was approved by
approximately 98.8% of the votes cast at a special general meeting of shareholders of Ossen
Innovation on 17 January 2018. Effectual Strength (a company wholly owned by Dr. Tang),
which held 59.5% of all the ordinary shares, abstained from voting.

However, following various delays in completion of the transaction, on 8 May 2018,
Ossen Innovation terminated the Exchange Agreement as AADRF and its shareholders had
failed to satisfy the closing conditions set forth in the Exchange Agreement. As the Exchange
Agreement and the Spin-Off Agreement were inter-conditional, the Spin-Off Agreement was
also deemed terminated. The Directors confirm that the termination and abortion of the US
Reorganisation did not have and will not have a material impact on our business.

Given preparations for a [REDACTED] were already underway, the continued growth of
our business and the industry outlook, we decided to proceed with the business combination,
by acquiring the shares of Ossen Innovation held by Acme Innovation, and to proceed with the
application for [REDACTED]. We consider this the best available alternative to achieve the
strategy of combining the Prestressed Materials Business and the Cable Business and achieve a
[REDACTED].
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Historic non-compliance incidents

Pursuant to the NASDAQ Capital Market listing rules, the ADSs of Ossen Innovation
need to trade at a bid price at or above US$1.00 over any prior 30 consecutive business days
period. In the past, Ossen Innovation has received the following letters of non-compliance from
NASDAQ relating to the closing bid price of the ADSs falling below the requisite minimum
price of US$1.00 per ADS:

Period during which ADS price

Date of letter of non-compliance was below US$1.00 bid price
12 August 2014 30 June 2014 to 11 August 2014
17 September 2015 5 August 2015 to 16 September 2015

In accordance with the NASDAQ Capital Market listing rules, Ossen Innovation was
given a compliance period of 180 calendar days (and as requested by Ossen Innovation, a further
180 calendar days period was granted) in which to regain compliance for the said
non-compliance incidents.

In relation to each of the above incidents, the non-compliance incidents arose from
fluctuations in the trading price of the ADSs and not a wrongful act by Ossen Innovation on its
directors. In addition, Ossen Innovation had taken appropriate measures to rectify the
non-compliance, including taking steps to undertake share repurchase programmes and a
reverse stock split. The bid price of the ADSs subsequently recovered and Ossen Innovation
received letters from NASDAQ on 30 July 2015 and 6 September 2016 confirming that it had
regain compliance. Should the closing bid price of the ADSs continuously stay below the
US$1.00 bid price requirement for an extended period of time and Ossen Innovation fail to
timely rectify such non-compliance, Ossen Innovation may be delisted from NASDAQ. Please
refer to the section headed “Risk Factors — Risks Relating to the [REDACTED] and our Shares
and Listing of Ossen Innovation on NASDAQ — The trading prices and volumes of the ADSs of
Ossen Innovation may be volatile, which may have an effect on the prices and volumes of our
Shares traded on the Stock Exchange and the ability of Ossen Innovation to remain listed on
NASDAQ”. Given the bid price of securities are determined by the market, the Group is unable
to prevent the bid price of the ADSs falling below the prescribed minimum in future. In the
event a non-compliance incident should occur again, Ossen Innovation will monitor the trading
pattern of its ADSs and take appropriate rectification measures (such as share repurchases or
reverse stock splits) if the bid price does not sufficiently recover during the cure period.

Save for the above, the Directors are not aware of any non-compliance by Ossen
Innovation with the applicable rules and regulations in relation to its listing on NASDAQ.

-112 -



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

BUSINESS

OVERVIEW

Our Group mainly provides materials for construction projects. We mainly have two
business segments, namely the Cable Business and Prestressed Materials Business. Our Cable
Business mainly provides bridge cables for long-span bridges and super-long-span bridges.
Long-span bridges and super-long-span bridges are industry terms and are bridges that use
cables as the main load-bearing structure. Super-long-span bridges generally refer to
cable-stayed bridges with a main span of 400 m. or above and suspension bridges with a main
span of 900 m. or above. The history of long-span bridges in China can be traced back to 1991
when the first Chinese-made super-long-span bridge, Shanghai Nanpu Bridge (Fii#i K1&) was
built. Our Prestressed Materials Business mainly provides prestressed materials for various
infrastructure constructions.

We are the largest provider of bridge cables for the construction of super-long-span
bridges in China and the third largest prestressed materials manufacturer in China. According
to Frost & Sullivan, we have supplied cables to 35.1% of the super-long-span bridges
constructed in China between 1991 and 2017, of which we have supplied bridge cables for 52.9%
of the super-long-span suspension bridges and 30.0% of the super-long-span cable-stayed
bridges in China. We also ranked second in terms of bridge cable sales revenue in 2017 and we
ranked third in terms of prestressed material sales revenue in 2017, according to Frost &
Sullivan.

We principally engage in the following two business segments:

. Cable Business. We focus on the manufacture and supply of cables for construction
of bridges, with strong technical know-how in super-long-span suspension bridges
and super-long-span cable-stayed bridges. In addition, we also manufacture a
relatively small number of cables for use in constructing various architectural
structures such as stadiums and exhibition centres. We operate our Cable Business
under the brand of “Pujiang Cable (ifi{L#%)” and mainly carry out the production
of bridge cables at our production facility situated in Xitang, Zhejiang Province in
China.

Our business has over 28 years of experience in the manufacture of bridge cables for
construction of bridges. We have participated in over 800 bridge projects globally
and our products have been or are currently used for constructing the three largest
super-long-span bridges in China. We were also the first to produce HDPE
(high-density polyethylene) protective stay cables for cable-stayed bridges and
PPWS (pre-fabricated parallel wire strand) for main cables used on suspension
bridges in China.

o Prestressed Materials Business. We mainly engage in the manufacture of
prestressed materials for construction projects. Our main lines of products include
rare earth coated prestressed products, plain surface prestressed products and
galvanised prestressed products.

Our business has over 14 years of experience in the production of prestressed
materials and we operate our Prestressed Materials Business under the brand of
“Ossen (HL%)”. We carry out our production of prestressed materials at our two
production facilities situated in Maanshan, Anhui Province and Jiujiang, Jiangxi
Province in China.
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During the Track Record Period, we generated around 67% of our revenue from our
Prestressed Materials Business. For the years ended 31 December 2016, 2017 and 2018, we
generated revenue in the amounts of RMB1,081.9 million, RMB1,317.7 million and RMB1,383.3
million, respectively, and our profit for the year was RMB74.9 million, RMB88.7 million and
RMB148.6 million, respectively.

The following tables set out the breakdown of our revenue, gross profit and gross profit

margin by business segment for the years indicated.

Year ended 31 December

2016 2017 2018
% Of % Of % Of
Revenue revenue Revenue revenue Revenue revenue
RMB’000 RMB’000 RMB’000
Cable Business 303,275 28.0 425,803 32.3 518,797 375
Prestressed Materials
Business 778,612 72.0 891,890 67.7 864,538 62.5
Total revenue 1,081,887 100.0 1,317,693 100.0 1,383,335 100.0
Year ended 31 December
2016 2017 2018
Gross Gross Gross
Gross profit Gross profit Gross profit
Profit Margin Profit Margin Profit Margin
RMB’000 (%) RMB'000 (%) RMB'000 (%)
Cable Business 105,203 34.7 147,325 34.6 190,664 36.8
Prestressed Materials
Business 109,252 14.0 98,582 11.1 135,837 15.7
Total 214,455 19.8 245,907 18.7 326,501 23.6

We are committed to product research and development in order to respond to the
fast-changing design and technology in infrastructure construction projects. We have therefore
deployed substantial in-house resources in this area, such as setting up government recognised
research centres and laboratories, and collaborating with tertiary institutions to advance our
research outcome. As a result, we have been able to offer innovative technologies and maintain

our competitiveness.
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In addition, as our products are used in public infrastructure construction projects, safety
and reliability are of paramount importance. We therefore place a great emphasis on the quality
of our products. We are equipped with advance testing equipment and have a dedicated quality
control team to monitor the quality of our products. We have established quality management
systems that are designed in accordance with the ISO 9001:2008 standards and each of our
production facilities is ISO 9001:2008 certified. We believe our commitment in high product
quality control system has earned us high recognition amongst our customers and has helped
us to differentiate from our competitors.

COMPETITIVE STRENGTHS

We believe we have the following competitive strengths that will continue to drive our
future success:

We are a leader in the bridge cables manufacturing industry and the prestressed materials
manufacturing industry in China

We are the largest provider of bridge cables for the construction of super-long-span
bridges in China. We have over 28 years of experience in the manufacture of bridge cables for
construction of bridges and have participated in over 800 projects globally including the United
States, India and Korea. According to Frost & Sullivan, we have supplied to 35.1% of the
super-long-span bridges constructed in China between 1991 and 2017, of which we have
supplied bridge cables for 52.9% of super-long-span suspension bridges and 30.0% of
super-long-span cable-stayed bridges. We also ranked second in terms of bridge cables sales
revenue in 2017.

Our bridge cables are currently used on the three largest super-long-span bridges in
China being Humen No. 2 Bridge (J2f1 %), Xihoumen Bridge (Fi¥tF7XH%) and Runyang
Yangtze River Bridge (I#;RILKHH). We were also the first in China to produce HDPE
(high-density polyethylene) protective stay cables for cable-stayed bridges and PPWS
(pre-fabricated parallel wire strand) for suspension bridges main cables. We believe our long
operating history and track record have earned us a leading market position. Since our
establishment, we have participated in numerous landmark super-long-span bridges projects
which include the following:

Suspension bridges

. 1915 Canakkale Bridge in Turkey, which is expected to be open to traffic in 2023 and
will become the largest suspension bridge in the world

. Humen No. 2 Bridge (J% "] 1), completed in 2019, the largest suspension bridge in
China as at the Latest Practicable Date

. Egongyan Railway Bridge (¥§/% & #UA#E 2  HT #1), which is expected to be open to
traffic in 2019 and will become the largest self-anchored suspension bridge in the

world

. San Francisco Oakland Bay Bridge completed in 2013, first to apply pre-shaping
suspension cables on a suspension bridge in the world
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Cable-stayed bridges

. Nanpu Bridge (Fi i K4%) completed in 1991, the first super-long-span cable-stayed
bridge in China

P55 KHf) completed in 2008, one of the longest
sea-crossing bridges in China as at the Latest Practicable Date

. Hangzhou Bay Bridge (Hi/t

o Minpu Bridge (Bi# K#%) completed in 2009, the largest double deck cable-stayed
bridge in China

For details of the above representative projects, please refer to “Business — Our Business
— Cable Business — Major projects participated by us (ranked by the length of the main span)”.

Apart from our solid track record in supplying bridge cables to landmark construction
projects, we have been able to maintain a leading market position due to the high entry barriers
in this market. The bridge cable manufacturing industry in China has high barriers of entry due
to its high standard for (i) projects track record, (ii) capital and production capabilities, and
(iii) human resources within the industry when competing for bridge construction projects.
New entrants typically face high barriers of entry because of the significant amount of
investments and efforts required to compete with the existing players in the market. Please
refer to “Industry Overview — Market Analysis for the Bridge Cable and Prestressed Materials
Industry — Key Entry Barriers — Key barriers to entry for bridge cable manufacturers” for
details.

In addition to our leading position as a bridge cable manufacturer, we are one of the
largest prestressed materials manufacturers in China. We ranked third in terms of prestressed
materials sales revenue in 2017, according to Frost & Sullivan. We have a broad product
portfolio ranging from plain surface prestressed products, rare earth coated prestressed
products to galvanised prestressed products. These products have a wide range of applications
such as for bridges, highways, high-speed railways sleepers and oil-drilling platforms. We are
one of the few manufacturers having the technologies and know-how to produce galvanised
prestressed products for bridge cables. We are also one of the earliest prestressed materials
manufacturers to obtain certifications and accreditations from overseas recognised authorities
which allowed our prestressed products to enter into overseas countries such as Korea. These
certifications are only awarded to manufacturers who can pass the relevant industry standards
and assessments, and they include the Japanese Industrial Standards Mark Certificate from
Japan, United Kingdom Accreditation Service certification from the United Kingdom and the
Korean Standards Association certification from South Korea. These certifications have earned

us competitive advantage over our competitors to enter into overseas markets.
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We possess strong research and technological development capabilities and robust
know-how

We place significant emphasis on our product research and development as we believe
technology enhances our competitiveness. We pursue product enhancement which fits the
technological requirement of our customers and responds to market changes.

Our research and development team carries out their research and testing at our research
centres and laboratories and we have controls in place to ensure the effectiveness of our
research workflow. Due to our dedications to technological development, our research centres
were awarded various recognitions by the government authorities. Please refer to the section
headed “Business — Research and Development — Recognitions” for further details of our
recognitions. Apart from using our in-house resources, we also collaborate with tertiary
institutions, such as Tongji University and Jiujiang Engineering and Materials Institute in
China to further advance our research outcome. Please refer to the section headed “Business —
Research and Development — Collaboration with tertiary institutions” for further details. For
the years ended 31 December 2016, 2017 and 2018, our research and development expenses
accounted for 4.5%, 4.6% and 3.9% of our revenue, respectively.

As at the Latest Practicable Date, we had 151 registered patents (109 from our Cable
Business and 42 from our Prestressed Materials Business) and two pending patent registrations
for our Cable Business. For details of our intellectual property rights, please refer to the section
headed “Statutory and General Information — B. Further Information about our Business — 2.
Intellectual property rights” set out in Appendix IV to this [REDACTED].

For details of our technologies and inventions, please refer to the section headed
“Business — Intellectual Property”.

In addition, we have participated in numerous outstanding construction projects that
were awarded the China Construction Engineering Luban Award (*'El &5 T & JE4¢), Zhan
Tianyou Civil Engineering Award (& X/ + R T##%) and National Quality Engineering Award
(B % 5 E T.728%). We believe that these achievements have given us recognition for our product
innovation and product excellence, enhanced our reputation and boosted confidence from our
existing and potential customers in us. Moreover, with our innovative spirits and wide product
applications, we are able to further develop new potential customers and expand our customer
base.

We own industry-leading production facilities and have stringent control in our
manufacturing process

For our Cable Business, we have industry-leading production facilities for the production
of bridge cables. At our production facility at Xitang, we have two stay cables production lines
and two suspension cables production lines. Our stay cable production lines could produce stay
cables for cable-stayed bridge with main span of up to 1,500m while our suspension cable
production lines could produce suspension cables with main span of up to 3,300m. Accordingly,
our production lines are equipped to manufacture the largest super-long-span bridge in the
world pursuant to the latest bridge design under the most recent technological standards.
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For our Prestressed Materials Business, we have two production facilities equipped with
production lines producing prestressed materials of up to 390,000 tonnes per year and our
production facilities are situated near the Yangtze River which facilitates the transport of bulky
prestressed materials to our customers. Our advanced equipment produces high quality and
innovative prestressed products which are recognised as high technological products by
provincial science and technology bureaus. In addition, we are also equipped with advance
testing equipment. For each construction project, specific technologies or know-how are
required depending on the design and the surrounding environment of the structure.
Therefore, in order to test our products, we use various simulations, such as adverse weather
testing and vibration resistance testing in order to test the adaptability of our products in
different adverse environmental conditions. We have dedicated laboratories and customised
equipment for these testings, and since our laboratories are government recognised, smaller
scale industry participants often conduct their testing at our laboratories.

Our products produced in our Cable Business and Prestressed Materials Business are
ultimately used for construction of bridges, highways and other infrastructure projects, and
therefore safety and reliability are of paramount importance to our customers. In view of this,
having a high product quality standard is crucial as part of our business operations. We have
established quality management systems designed and certified by the ISO 9001:2008
standards, and as at the Latest Practicable Date, we had a quality control team of 16 employees
exercising stringent quality control at every stage of our production process, from procurement
to final delivery. We believe our commitment in stringent product quality control has earned us
high recognition among our customers and a good reputation.

We believe that all these capabilities represent significant competitive advantages over
our competitors.

We have a strong customer base and close relationship with key suppliers

We have developed strong relationships with our existing customer base since our
establishment. With respect to the Prestressed Materials Business, we have relationships with
our top customers for over three years. For our Cable Business, we maintain good relationships
with our existing and potential customers by proactively participating and providing relevant
support, technology testing or suggestions at the early stage of the design of the bridges, thus
increasing our chances in winning bids for new bridge cable projects and for cable maintenance
or replacement projects. Furthermore, we have extended our relationship with our customers
for future collaboration in testing and research after project completions. Due to our sound
track record and solid market position, we are often invited by our customers to participate in
potential bids. We believe our reputation gives us competitive advantages in securing new
projects.

For our key suppliers, we have developed strong relationships of eight years and five
years with our two key suppliers, Shagang Group and Supplier A, respectively which supply
high carbon steel wire rods to us. Our Directors believe that the strong relationship with these
key suppliers can ensure a reliable supply of key raw materials, and more competitive pricing.
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We have an experienced management team and technical staff with prominent industry
experience

We have an experienced management team and technical staff with in-depth industry
knowledge. Dr. Tang, our chairman of the Board, has extensive experience in management and
has more than 14 years of experience in the prestressed materials industry and more than 8
years of experience on the bridge cable industry. In addition, the majority of our senior
management have been with us since we started our business operations and have extensive
experience in the bridge cable and prestressed materials industry. Many of our technical staff
also possess higher education qualifications in relevant fields. Under the leadership of our
visionary senior management, the team has built a proven track record for our business and we
have successfully built trust and maintained a stable relationship with our customers. Due to
the extensive experience and reputation in the industry of our senior management, they were
appointed as industry experts for various bridge inspections, helping devise industry
standards and assisting in the drafting of relevant regulations.

We believe our experienced Directors and senior management, by identifying new
business opportunities and developing effective business strategies, are key factors to our
success. For more information on the experience and background of our senior management,
please refer to the section headed “Directors, Senior Management and Employees” in this
[REDACTED].

BUSINESS STRATEGIES

We aim to strengthen our market position in the bridge cable manufacturing and
prestressed materials markets by pursuing the following strategies:

We seek to enhance our leading market position by capturing the growing market
opportunities in the fast-growing infrastructure market both in China and overseas

According to Frost & Sullivan, the infrastructure construction investment in China is
expected to grow at a CAGR of 11.8% between 2018 and 2022, and at a CAGR of 5.5% for the
transportation segment. This estimated growth in China was largely driven by the
government’s 13th Five Year Plan (the “13th Five Year Plan”) approved in January 2017, and the
“Belt and Road” Initiative introduced in 2015.

With the 13th Five Year Plan in place, it is expected within a five-year period, substantial
resources will be deployed in infrastructure construction across China and in particular the
Western region of China, according to Frost & Sullivan. It was proposed that the economic
competitiveness within the Western region in China should be accelerated and raised, and the
enhancement of infrastructure system, such as the transportation network, the electricity
system and the telecommunications network would be key areas to facilitate this target. As a
result, it is expected this will lead to a significant increase in the demand for construction raw
materials including prestressed materials and bridge cables. Moreover, the terrain of Western
region in China is mountainous and has many rivers and valleys. Due to this geographical
characteristics, it is inevitable that the transportation infrastructure development will require
the building of new bridges and tunnels, leading to increasing business opportunities for us.
According to Frost & Sullivan, the number of super-long-span bridges is expected to grow at a
CAGR of 20.8% between 2018 and 2022. Since the introduction of the 13th Five Year Plan,
numerous infrastructure projects have been approved and commenced.
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Under the “Belt and Road” Initiative which aims at promoting cooperation between
neighbouring countries of the PRC, transportation infrastructure is named as one of the key
areas of development. Since the introduction of this policy, as at September 2018, several
sino-foreign infrastructure projects have commenced. Since we have a sound track record in
participating in overseas project, we believe that this policy may lead us to further
opportunities.

In addition, according to Frost & Sullivan, bridge cables have a limited life span and
would age as time passes, it is expected there will be high demand for replacement and
maintenance of bridge cables. Without proper maintenance, bridge cables may break and could
endanger bridge users. As many of the large bridges in China were constructed in the 1990s,
they have entered or are entering into a phase for bridge cable replacement. Please refer to the
section headed “Industry Overview — Market Analysis for the Bridge Cable and Prestressed
Materials Industry — Key Market Drivers and Trends” in this [REDACTED] for more details.

In particular, our Group sees significant potential from the strong favourable outlook for
the galvanised prestressed products due to its wide application in various infrastructure
construction projects. According to Frost & Sullivan, the galvanised prestressed market is
estimated to grow at a CAGR of 18.7% between 2018 and 2022, and in order to capture the
market growth in this sector, the Group plans to implement the following strategies:

. Expand the production capacity for galvanised prestressed products by providing
additional designed capacity of 10,000 tonnes per year for the “galvanisation” stage

and 30,000 tonnes per year for the “stabilisation” stage;
o Our Cable Business will continue to expand its sales network and business scale
which could potentially require galvanised prestressed products from our

Prestressed Materials Business;

o Maintain good communications with our existing customers and seek potential
demand for galvanised prestressed products; and

o Enhance our research and development efforts in order to increase the quality and

efficiency in the production of galvanised prestressed products.
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We plan to continue to upgrade and increase our production facilities and enhance our

operational effectiveness

We strive to continue to upgrade and increase our production capabilities in order to cope

with the rising demand for our products and product requirements.

In relation to the Prestressed Materials Business, we plan to expand our production
capacity for galvanised prestressed products with an additional designed capacity of 10,000
tonnes for the “galvanisation” stage and 30,000 tonnes for the “stabilisation” stage per year,
which is expected to be completed by June 2020. Due to the growing market demand for
prestressed materials, our production of galvanised prestressed products for bridge cables has
reached a high utilisation in 2018 and is expected to grow in the near future. The increase in
production capacity can also help to ensure a stable supply of raw materials to our Cable
Business in the event of a shortage of supplies of raw materials from our existing suppliers. In
addition, as the prestressed materials market develops, the application of our prestressed
products have expanded and the product quality has also been raised, especially in terms of
stress level and corrosion tolerance. As a result, it is crucial for us to expand our production

capacity and upgrade our equipment in order to maintain our competitiveness in the market.

Please refer to the sections headed "Business — Our Production — Expansion plan in the
Prestressed Materials Business” and “Future Plans and [REDACTED]” for details of our future

plans in relation to our production facilities.
We will continue to invest in advancing our research and development capabilities

As our products are used for infrastructure construction, our customers require stringent
product quality standards in relation to safety, reliability and durability. For our Cable
Business, each of our bridge cable projects requires specific technology or know-how to suit
different geographical needs, appearance requirements, and therefore it will be necessary for us
to upgrade our technologies and know-how in order to adapt to the market changes and
respond to customers’ needs. We seek to be forward-looking and develop products that are
innovative, practical, cost-effective while incorporating the latest technology.

Since we possess strong technological capabilities within the prestressed materials
market and the bridge cable manufacturing industries, we seek to continue to strengthen our
capabilities and make significant investment in these areas. We aim to deploy more resources in
the area of research and development, including expanding our research centre and laboratory
at our Xitang production site by purchasing additional research equipment and upgrading
existing equipment, expanding our research and development team by hiring approximately 33
additional staff with relevant experience in the application of prestressed raw materials for
bridge cables and upgrading our research and development equipment.
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We seek to enhance our competitiveness by exploring business acquisition opportunities in
the industry and expand our overseas customer base

We intend to pursue potential opportunities to acquire suitable businesses in order to
strengthen our competitiveness and market position. We will consider various factors including
costs of acquisition, location, customer base, market share, technical know-how, production
capacity, establishment of such target and the synergies expected to be generated. As at the
Latest Practicable Date, we had not identified any merger or acquisition target. We believe such
acquisition will enable us to expand to a broader production capacity and thus gaining from
economies of scale. In addition, by pursuing suitable acquisition opportunities, we intend to
seize the significant growth potential and increase our market share. Please refer to the section
headed “Future Plans and [REDACTED] — Implementation Timeline — Acquisition of
business” for further details on our plan.

In addition, we plan to continue to deploy resources to expand to overseas market. For
our Prestressed Materials Business, we aim to increase our export sales to countries such as
Africa. For our Cable Business, during the Track Record Period, our overseas customers were
mainly located in the Asian countries. We will seek to explore more opportunities into countries
globally by proactively tracking potential tender and maintaining good relationship with
international industry players. In 2018, we have successfully secured new overseas projects in
Turkey and Qatar, which extended our global reach.

OUR BUSINESS

We operate two business segments, the Cable Business and the Prestressed Materials
Business.

Cable Business
Overview

We operate the Cable Business mainly through our subsidiaries, Shanghai Pujiang and
Zhejiang Pujiang, and under the brand of “Pujiang Cable (ifiiL#%)”. We focus on the
manufacture and supply of cables for construction of bridges, with strong technical know-how
in super-long-span suspension bridges and super-long-span cable-stayed bridges. In addition,
we also manufacture a relatively small amount of cables for constructing various architectural
structures such as stadiums and exhibition centres. During the Track Record Period, we also
derived a small portion of our revenue from the provision of bridge cable installation services.

Due to the length of a long-span bridge, bridge cables play a critical role as the main
load-bearing structure to support the load of the bridge. As the main span of a bridge gets
longer, the difficulty in its design and the technological requirements for bridge cables
increases considerably as bridge cable manufacturers need to consider the overall load-bearing
structure and the load-bearing capacity of the bridge cable. Please refer to the section “Industry
Overview — The Bridge Construction Industry in China — Types of bridges” for detailed
description of the types of bridges.
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Bridge Cables

Our products manufactured by our Cable Business are mainly used for constructing two
types of bridges, namely suspension bridge and cable-stayed bridge:

. Suspension bridge

For a suspension bridge, the main cables (£#f) and hangers are key load-bearing
components and they together transmit the load of the deck to the ground.

We manufacture and supply (i) suspension cables (% i¢) for the fabrication of main cables
and (ii) hangers for suspension bridges. Below is a simple illustration of the cables used for a
suspension bridge.

pylon saddles

main cables

—hangers

deck

Simple illustration of a suspension bridge

For super-long-span suspension bridges, two different techniques can be used for
producing main cables, namely PPWS and AS methods. Under PPWS method, main cables are
fabricated at the bridge construction site using suspension cables pre-fabricated at the bridge
cable production facility, and under AS method, main cables are fabricated on-site using
galvanised steel wires. Please refer to the section headed “Glossary of Technical Terms” for
details of the PPWS and AS methods.

Our suspension cables are generally formed by combining 61, 91, 127 or 169 galvanised
steel wires. The suspension cables are pre-fabricated at our production facility and we produce
suspension cables in accordance with the specifications of the bridge design. Suspension cables
are then delivered to bridge construction sites where they are installed by being hauled over
pylon saddles to form main cables.
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Coiled suspension cables at Installation at
our Xitang production facility the construction site
ready for packaging and delivery

Suspension cables being fabricated
at our Xitang production facility

127 galvanised steel wires
forming a suspension cable

each a suspension cable

Cross section of a main cable using suspension cable produced by us
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. Cable-stayed bridge

For a cable-stayed bridge, stay cables are used to support the load of the deck by directly
connecting the pylons and the deck. We mainly produce stay cables for cable-stayed bridges.
Stay cables are generally made from galvanised steel wires, fabricated and protected by HDPE
sheath. Below is a simple illustration of the cables used for a cable-stayed bridge:

pylons

stay cable

galvanised steel wires

HDPE protective sheath

Cross section of a typical stay cable

Apart from cable-stayed bridges, we also manufacture a small number of stay cables for
arch bridges and the construction of certain architectural structures.
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Bridge Cable Installation Service

Our Cable Business also derives a small proportion of revenue through the provision of
bridge cable installation services to customers which requires installation, repair and
maintenance of bridge cables in China. We typically engage subcontractors to assist in the
installation or maintenance service while we supervise and provide advice during the entire
process. Our subcontractors are selected from an approved list of contractors. We typically
select our subcontractors from a list of approved subcontractors where we conduct an annual
assessment on their background, service quality and scale. Our typical subcontracting contracts
contain terms specifying the description of the services, contract price, payment terms and

service period.

The following table sets out our revenue generated by project type and their percentage of
our total revenue for our Cable Business for the years indicated:

Year ended 31 December
2016 2017 2018
% of % of % of
RMB’000 reveniie RMB’000 reveniie RMB’000 reveniie

Project type

Suspension bridge 125,988 41.5 313,798 73.7 221,554 42.7
Cable stayed bridge 167,957 55.4 92,387 21.7 284,965 54.9
Others” 9,330 3.1 19,618 4.6 12,278 2.4
Total revenue 303,275 100.0 425,803 100.0 518,797 100.0
Note:

(1) Others include the provision of bridge cable installation services and sale of scrap materials.
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Major projects participated by us (ranked by the length of the main span)

Project

Suspension bridges

Cable-stayed bridges

1915 Canakkale Bridge
(illustrative picture)

Humen No. 2 Bridge
i

Xihoumen Bridge
PSR

. Egongyan Railway

Bridge
BARBELESRE

Hwayang Bridge
(illustrative picture)

Oakland Bay Bridge
WriREEE

Shanghai Minpu Bridge
TRk

Shanghai Nanpu Bridge
gt

Location Main span
(m.)
Canakkale, 2,023
Turkey
Guangdong Nizhou section:
Province, 1,688
China Dasha section:
1,200
Zhejiang 1,650
Province,
China
Chongging, 600
China
Yeosu, Republic 500
of Korea
California, US. 385
Shanghai, China 708
Shanghai, China 423
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Description

Largest suspension bridge in the
world upon completion

Largest suspension bridge in
China as at the Latest
Practicable Date

Largest suspension bridge in
China in 2018

Largest self-anchored
suspension bridge in the
world upon completion

One of the largest cable-stayed
bridges in Korea

Largest self-anchored
suspension bridge in the
world in 2013

Largest double deck highway
bridge in China

First Chinese-made
super-long-span cable-stayed
bridge

Year of
completion

Under
construction

2019

2009

Under
construction

Under
construction

2013

2009

1991
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Project Location Year of completion
Other structures
Education City Stadium, Qatar Under construction

one of the stadiums for
World Cup 2022

Shanghai Pudong International
Airport

Shanghai Tower
RPN ]

Axial of the Shanghai Expo
v o

Prestressed Materials Business

Shanghai, China

Shanghai, China

Shanghai, China

1999

2016

2008

We operate the Prestressed Materials Business through our operating subsidiaries, Ossen

Innovation Materials and Ossen (Jiujiang) under the brand of “Ossen (H#3%)”. We have three

main types of products produced in our Prestressed Materials Business:

1. Rare earth coated prestressed products
Products Product details
Rare earth coated ® Processed plain surface
wires wires that are coated with

rare earth layer
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2. Plain surface prestressed products
Products Product details Main application
Plain surface PC wires e Prestressed steel wires * Railway sleepers
® Pre-cast beams
¢ Tunnels
e High speed rail or
underground track board
Plain surface PC ¢ Individual plain surface e Highway
strands PC wires that are twisted e High speed railway
into strands e High speed railway
sleepers
* Nuclear power stations
¢ Bridge
e (il drilling platforms
Unbonded plain e Plain surface strands e OQil drilling platforms
surface PC strands coated with grease and ¢ Ground anchoring
protected with HDPE
sheath

Helical plain surface PC wire

Indented plain surface PC wire
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3. Galvanised prestressed products

Products

Galvanised steel wires

for bridge cables

Galvanised steel
strands for bridge
cables

Unbonded galvanised
PC strands

Product details

Processed plain surface
wires that are coated with
zinc or other metallic
layer specially designed
for bridge cables

Processed plain surface
wires that are coated with
zinc or other metallic
layer and twisted into
strands specially designed
for its application

Processed plain surface
wires that are coated with
zinc or other metallic
layer and twisted into
strands

Unbonded galvanised PC strand

Main application

Bridge cables and
buildings that require
high load-bearing, such as
suspension bridges or
cable-stayed bridges

Bridges

Oil drilling platforms
High speed railway

Galvanised steel strands for bridge cables

- 130 -



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

BUSINESS

The following table sets out our revenue generated and their percentage of our total
revenue for our Prestressed Materials Business for the years indicated:

Year ended 31 December
2016 2017 2018
% of % of % of
RMB’000 reveniie RMB’000 reveniue RMB’000 revenie

Products
Rare earth coated

prestressed products 674,242 86.6 760,922 85.3 685,532 79.3
Plain surface

prestressed products 45,461 5.8 46,171 5.2 31,917 3.7
Galvanised

prestressed products 49,170 6.3 72,476 8.1 142,274 16.4
Others™ 9,739 13 12,321 1.4 4,815 0.6
Total revenue 778,612 100.0 891,890 100.0 864,538 100.0
Note:
(1) Others include the sale of unused raw materials and ad-hoc wire processing services.

OUR PRODUCTION
Production process

For both of our business segments, we generally manufacture products after receiving
purchase orders from the customer. All our products are made to orders and are produced in
accordance with product specifications as stated in the contracts. All our production processes

are conducted at our production facilities.
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Cable Business

The following chart illustrates the major production process for suspension cables and
stay cables:

Raw materials®

Q Unwinding® JH#% @

Stay cables

Suspension cables

Twisting and wrapping®
Fabricating® 4 #4 BB

Sheathing® {4

Coiling® A

Socketing® $ §f

Socketing® H §i

Prestressing® il i

N 0

Testing and packaging
Notes:
(1) Raw materials: galvanised steel wires are mainly used as raw materials for suspension cables and stay
cables.
(2) Unwinding: wires are usually stored in rollers and at this process, coiled galvanised steel wires are

unwound, arranged and made ready for processing.
Suspension cables

(3) Fabricating: the unwound galvanised steel wires are fabricated and cut in fabricating machines to form
suspension cables. This process helps to customise the suspension cable for use on individual bridges.

(4) Coiling: suspension cables are then coiled into big rollers.

(5) Socketing : anchorages are installed on both ends of the cables.

Stay cables

(a) Twisting and wrapping: galvanised steel wires are twisted, arranged and bound.

(b) Sheathing: semi-finished stay cables are protected by HDPE sheath layers, providing protection against
external agents to stay cables.

(c) Socketing: anchorages are installed on both ends of the cables.

(d) Prestressing: stay cables are placed in the prestressing line to apply further pressure and tension.
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Prestressed Materials Business

The following chart illustrates the major production process for our Prestressed Materials

Business:

[ Raw materials® ]

[ Surface Treatment® & [f i ¥ ] [

U U

[ Wire Drawing® Hi#% ] [ Wire Drawing® $i#% ]
. . . Galvanised steel wires Galvanised steel strands Rare earth
Plain surface PC strands Plain surface PC wires for bridge cables for bridge cables coated wires
[ Galvanisation® # ] [ Coating® %4 ]

Stranding®
HlLs
Stabilisation®
FaEfL

Stranding®
Stabilisation for =%
galvanised Stabilisation for
prestressed galvanised
products® prestressed
Stabilisation® FEREl products® Stabilisation®
B PRl fEElt

Take-up Y4 / Packing {1 J

Notes:

M

)

3)

4)

®)

(6)

Raw materials: high carbon wire steel rods are mainly used as raw materials for our Prestressed
Materials Business.

Surface treatment: cleaning and descaling were performed chemically, using abrasive methods aimed at
removing dirt and mill scale. Depending on the sEecifications of the final products, surface treatment
process may include acid pickling, rinsing, phosphating and cleaning. This process lubricates the wire
rods and facilitates later production processes. The equipment used in surface treatment are shared
across all products produced by our Prestressed Materials Business.

Wire drawing: following surface treatment, wire rods are drawn into wires through the wire drawing
machine to trim their size in accordance with customer’s product specifications. The wire drawing
machines are shared across all products produced by our Prestressed Materials Business except for rare
earth coated prestressed products.

Coating or galvanising: coating are applied on the wires under specific heat condition to form coated or
galvanised wires. Coating machines are for our rare earth coated prestressed products only whereas
galvanisation machines are for galvanised prestressed products only.

Stranding: during the stranding process, wires are wound into a strand by a stranding machine. Plain
surface prestressed products and galvanised prestressed products share the stranding machines for
stranding.

Stabilisation: wires or strands are stabilised by removing residual mechanical stresses through thermal
and mechanical treatments where the strands are straightened, heated, cooled and ultimately tension
will be applied to the final products at this stage. Upon stabilisation, the final products will be
prestressedr.) The extent of the tension will determine the usage of strands. Plain surface prestressed
products and rare earth coated prestressed products share stabilisation machines for its stabilisation
stage, while galvanised prestressed products use specialised stabilisation machines for stabilisation.
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Our Production Facilities

We conduct all of our manufacturing operations at our production facilities in China. We
manufacture bridge cables under the brand of “Pujiang Cable (Ifi7L#%&)” at our main Xitang
facility; while we manufacture our prestressed products under the brand of “Ossen (/)" at
our Maanshan and Jiujiang facilities.

The following table sets out the details of our three main production facilities:

Location Main products manufactured Brand
Xitang, Zhejiang Province Bridge cables Pujiang Cable
(HILER)
Maanshan, Anhui Province Plain surface, rare earth coated Ossen
prestressed products (B
Jiujiang, Jiangxi Province Plain surface, rare earth coated Ossen
prestressed products and (W)

galvanised prestressed products

Please refer to the section headed “Business — Properties” in this [REDACTED] for
further details.

We own manufacturing, testing and quality control equipment in order to enhance our
production efficiency.

Based on our experience, the estimated useful life for our principal equipment for both of
our business segments is expected to range from 10 years to 20 years with proper maintenance
and periodic upgrades. We regularly perform checks and carry out repair and maintenance
work on our machinery and equipment. During the Track Record Period, we had not
experienced any unexpected material stoppage of operations as a result of a failure of our
machinery.

Apart from the additions of machinery each year, our expenses on repair and
maintenance for the years ended 31 December 2016, 2017 and 2018, were RMB0.9 million,
RMB1.1 million and RMB1.4 million, respectively.

For our Prestressed Materials Business, the production staff for our rare earth coated
prestressed products and plain surface prestressed products can be used interchangeably.
However, we have a designated team for the production of our galvanised prestressed products
since the production process of galvanised prestressed products is more complex and requires
special training. As disclosed in the section headed “Future Plans and [REDACTED]”, we are
planning to expand our galvanised prestressed products production line and we expect to
purchase one additional galvanisation machine for the “galvanisation” stage and one
additional galvanised prestressed wire stabilisation machine for the “stabilisation” stage for
the production of galvanised prestressed products.
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The following table sets out a summary of our principal equipment used to produce our

products as at 31 December 2018:

Cable Business

For stay-cabled bridge

Principal equipment

Stranding line

(F 1l A2 EE AR

Cable sheathing line
(560 42 2 A

Socketing units

(il &b #E AL )

Pre-tensioning line

(IRBLAEEFR)
For suspension bridge

Pay-off units
(s A )

Combining & forming units

(2 HEAL)

Caterpillar hauling system
(F5 R H)

Banding units

(BEELHEAL)

Coiling system

(W AL

120 mt gantry crane

(120MEHE M 7 1)

Location
Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province

Jiaxing, Zhejiang
Province
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Prestressed Materials Business
No. of Expected average
Principal equipment Location machines residual life
(years)
Drawing machine Maanshan, Anhui 4 8.5
(PLERHE) Province
Pre-stressed stranding line Maanshan, Anhui 2 8.5
(5 Jct) Province
Coating production line Maanshan, Anhui 1 9.5
(BPEEFES) Province
Drawing machine Jivjiang, Jiangxi 3 7.5
(hrEpH%) Province
Pre-stressed stranding line Jiujiang, Jiangxi 1 7.5
(5 ) Province
Galvanisation machine Jivjiang, Jiangxi 1 9.5
(PESEHEA) Province
Galvanised prestressed wire Jiujiang, Jiangxi 2 7.5
stabilisation Province
(S 0 A B AL 2R FEAR)
Coating production line Jiujiang, Jiangxi 1 9.5
(B EL) Province

- 136 -



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

BUSINESS

The following table sets out the production capacity, actual production volume and
utilisation rate of our production facilities for the years indicated based on the production of
standardised product units:

Year ended 31 December
2016 2017 2018
Actual Actual Actual
Production production Utilisation Production production Utilisation Production production Utilisation
Business segment capacity”  volume rate” capacity”  volume rate” capacity”  volume rate®
(tormes) — (tonnes) (%) (tonmes) — (tonnes) (%) (tonnes) — (tonnes) (%)
Cable Business 40,000 23,677 59.2 40,000 39,443 98.6 40,000 46,3% 116.0
Prestressed Materials Business
- plain surface
prestressed products”’ 91,000 9,055 102 9100 1079% 9 9100 5481 6.0
- rare earth coated
prestressed products'” 209,000 249,397 927 269,000 213,628 794 269,000 157,130 584
- galvanised
prestressed products” 30,000 12,243 408 30,000 10,903 36.3 30,000 30,563 101.9

Notes:

(1) Production capacity for our Cable Business is determined on the basis of the optimal production speed
of various production machines, number of production personnel, 300 working days per calendar year,
taking into account staff holidays and public holidays and maintenance schedules. With one additional
workshift, we would be able to increase our production capacity to 60,000 tonnes without expanding our
production equipment in order to meet future demand. The actual production capacity may also vary
depending on the specifications of the cable product being produced.

(2) Utilisation rate is calculated by dividing actual production volume by production capacity for the
relevant year.

3) The production capacity is limited at the “wire drawing” stage of production.

(4) The production capacity is limited at the “coating” stage of production.

(5) The production capacity is limited at the “stabilisation” stage of production because we also purchased

semi-finished galvanised prestressed products for further processing under this stage. The annual
production capacity at the “galvanisation” stage is limited to only 10,000 tonnes per year.

During the Track Record Period, there were no material changes in our production
capacity.

Cable Business

The utilisation rate for our Cable Business increased from 59.2% in 2016 to 98.6% in 2017.
This increase was mainly due to the increasing sales volume of our bridge cables from 27,327
tonnes in 2016 to 39,442 tonnes in 2017 from sales to projects with higher contract values. The
utilisation rate increased from 98.6% in 2017 to 116.0% in 2018 due to continued strong demand
for our bridge cables, as a result, our sales volume increased from 39,442 tonnes in 2017 to
42,592 tonnes in 2018. The number of cable-stayed bridge projects also increased from 42 in 2017
to 651in 2018. The fluctuation in the utilisation rate was also dependent on the delivery schedule
of the projects we have on hand during the year.
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Prestressed Materials Business

For our plain surface prestressed products, our utilisation rate was low due to low
demand for our plain surface prestressed products and we focused our sales and production
efforts on our galvanised prestressed products, which had higher demand. The sales of plain
surface prestressed products contributed to 5.8%, 5.2% and 3.7% of our total Prestressed
Materials Business revenue in 2016, 2017 and 2018, respectively, and the sales volume decreased
from 17,623 tonnes in 2016 to 9,165 tonnes in 2017 and further to 5,893 tonnes in 2018.

For our rare earth coated prestressed products, our utilisation rate fluctuated during the
Track Record Period. The utilisation rate decreased from 92.7% in 2016 to 79.4% in 2017 due to
a decrease in sales volume of rare earth coated prestressed products. The utilisation rate further
decreased to 58.4% in 2018, due to lower market demand for our rare earth prestressed products
leading to our greater focus on the production and sales of galvanised prestressed products,

which requires the use of greater resources in terms of raw materials and labour.

For our galvanised prestressed products, our utilisation rate decreased slightly from
40.8% in 2016 to 36.3% in 2017 due to a decrease in production volume as we sold more of the
inventories produced in 2016 but the utilisation rate significantly increased to 101.9% in 2018.
The increase in utilisation rate in 2018 was mainly due to increased demand for galvanised
prestressed products from construction companies as well as cable manufacturers coupled with
our greater focus on the production and sales of galvanised prestressed products to meet such
demand.

From July to December 2018, we experienced a power interruption for part of our
galvanisation production line due to a construction accident during road repairs outside of our
Jiujiang production facilities affecting a high power transmission cable rendering certain
equipment inoperable. The affected equipment is used for the “galvanisation” stage for our
galvanised prestressed products. Around the end of December 2018, the power supply was
restored and our galvanisation production line resumed its normal operations. During the
Track Record Period, contribution from sales of galvanised prestressed products ranged from
4.6% to 10.3% of our total revenue. In addition, our utilisation rate and sales of galvanised
prestressed products have not been adversely affected from the power interruption as we
instead purchased a greater amount of semi-finished galvanised prestressed materials from our
suppliers and further processed them through the “stabilisation” stage to produce our final
products. The utilisation rate for galvanised prestressed products was not impacted by the
power interruption because the utilisation rate is calculated based on the capacity at the
“stabilisation” stage of 30,000 tonnes per year. The gross profit margin from the sales of
self-produced galvanised prestressed products was around 27% in 2018, while the gross profit
margin from the sales of processed semi-finished galvanised products was around 20% in 2018.
Please refer to the section headed “Business — Our Production — Production process —
Prestressed Materials Business” for an illustration of our production process. Our Directors
confirm that the power interruption did not have any material adverse impact on our business.
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Expansion plan in the Prestressed Materials Business

As part of the business strategies of the Group and considering our existing production
capacity for our galvanised prestressed products, the Directors intend to expand the production
capacity for the production of galvanised prestressed products after [REDACTED]. This new
production line is expected to provide additional designed capacity of 10,000 tonnes per year
for the “galvanisation” stage and 30,000 tonnes per year for the “stabilisation” stage. The
construction of this additional production line is expected to be completed by June 2020. Please
refer to the section headed “Future Plans and [REDACTED]” for details on the expansion plan.

The Directors are of the view that this expansion plan is in the interest of our Group after
taking into consideration the current operational performance of our Prestressed Materials
Business. The business rationale and other details with respect to the expansion of the
production capacity of our galvanised prestressed products include:

. Favourable market outlook: Our galvanised prestressed products can be used as
raw materials for bridge cables and may be used for various other architectural
structures. According to Frost & Sullivan, the total estimated sales value of
prestressed materials business is expected to grow from 2018 to 2022 at a CAGR of
13.4%. In addition, the total investment in fixed assets of infrastructure
construction in China is forecasted to grow at a CAGR of 11.8% between 2018 and
2022 and the total estimated sales value of galvanised prestressed materials is
expected to grow at a CAGR of 18.7% over the same period. Accordingly, the
Directors believe that the market for galvanised prestressed products has a very
good potential for further expansion. Given the positive market outlook, a
consistent demand for prestressed materials is expected. Please refer to the section
headed “Industry Overview — Market Analysis for the Bridge Cable and
Prestressed Materials Industry — Key Market Drivers and Trends — Key market
drivers and trends for the prestressed materials industry” for details of the
prestressed materials industry. In addition, as our galvanised prestressed products
can be used as raw materials for bridge cables, the expected continuous growth in
the number of super-long-span bridges, with a CAGR of 20.8% between 2018 and
2022, will also contribute to the increasing demand for galvanised prestressed
products.

. Increasing sales of our galvanised products: Although we only generated around
4.6% to 10.3% of our total revenue during the Track Record Period from sales of
galvanised prestressed products, this amount has been increasing. As discussed
above, the demand for galvanised prestressed products has been growing and is
expected to continue to grow as shown in the favourable market outlook. During
the Track Record Period, the sales volume of our galvanised prestressed products
increased from 9,608 tonnes in 2016, to 13,255 tonnes in 2017 and further to 19,489
tonnes in 2018. In addition, we sold 6,228 tonnes in 2018 to our Cable Business.

The overall sales volume of our Prestressed Materials Business decreased from
284,279 tonnes in 2016 to 237,681 tonnes in 2017 and further to 174,662 tonnes in
2018 primarily because of lower demand for our rare earth and plain surface
prestressed products, partly offset by a significant increase in demand for
galvanised prestressed products. Given the increasing demand and favourable
market outlook for galvanised prestressed products, in the long run, we plan to
focus more on producing more of such products, including bridge cable related
products.
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. Insufficient capacity: Due to the current restraints on our production machinery,
taking into account optimal production speeds, our production line for galvanised
prestressed products has reached its maximum production capacity, with a
utilisation rate of over 100% in 2018. Considering the favourable market outlook,
we expect there will be an increasing demand for our galvanised prestressed
products and therefore we are in need of additional production capacity to cope
with the demand.

Our proposed expansion relates to both the “galvanisation” and “stabilisation”
stages of the production process, we expect that we would have an additional
designed capacity of 10,000 tonnes for “galvanisation” stage and an additional
designed capacity of 30,000 tonnes for the “stabilisation” stage, thereby doubling
the annual production capacity. In the first half of 2018, taking into account
seasonality, the utilisation rate for our “galvanisation” stage was 58.1%. Our
galvanisation machines were not available for use during the second half of 2018
due to the power interruption as disclosed above. For the full year of 2018, the
utilisation rate for our “stabilisation” stage was 101.9%.

. Supply for our Cable Business: During the Track Record Period, our Cable
Business mainly purchased galvanised prestressed wires as raw materials for the
production of bridge cables from independent third party suppliers. We foresee the
increasing production capacity could help supply our Cable Business and act as an
alternative source of supply of raw materials in case of a shortage of supplies from
our Cable Business’ existing suppliers. In 2016 and 2017, our Cable Business did not
purchase galvanised prestressed wires from our Prestressed Materials Business. In
2018, and subsequent to the Track Record Period and up to the Latest Practicable
Date, our Cable Business purchased 6,228 tonnes and 3,604 tonnes of galvanised
steel wires from our Prestressed Materials Business, respectively with an
inter-company sales revenue of RMB38.1 million and RMB26.9 million,
respectively. Our inter-company purchases in 2018 and 2019 was due to insufficient
production capacity at existing suppliers to accommodate our orders. Although we
plan to continue to purchase mainly from our existing suppliers, we foresee an
increase in market demand for our cable product, which would require the
procurement of more raw materials. Therefore, we expect that as we increase our
additional capacity and production of galvanised prestressed products in our
Prestressed Materials Business, we will start to source more of such raw materials
for our Cable Business internally.

Assuming that the additional galvanisation production line would be completed by June
2020 and the production volume of our galvanised prestressed products will grow in
accordance with the galvanised prestressed products sales volume as forecasted by Frost &
Sullivan between 2018 to 2022 and taking into account intra-group sales to our Cable Business,
the expected utilisation rate for the “galvanisation” stage and the “stabilisation” stage is
around 90.0% and 79.3%, respectively for 2020 (based on an annual production capacity of
15,000 tonnes for the galvanisation stage and 45,000 tonnes for the stabilisation stage as the
additional line is expected to be in operation for six months), 90.0% and 68.4%, respectively for
2021 (based on an annual production capacity of 20,000 tonnes for the galvanisation stage and
60,000 tonnes for the stabilisation stage) and 90.0% and 78.5%, respectively for 2022 (based on
an annual production capacity of 20,000 tonnes for the galvanisation stage and 60,000 tonnes for
the stabilisation stage).
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The expected utilisation rate is calculated by dividing expected production volume by
expected production capacity for the relevant year. For the expected production volume, we
have assumed that the production volume will grow in accordance with the expected growth
rate as forecasted by Frost & Sullivan, please refer to the chart headed “Sales Volume of
Galvanised Prestressed Products in the PRC, 2013-2022E” in the section headed “Industry
Overview” for the expected growth rate in 2020, 2021 and 2022. For the expected production
capacity, we have assumed that the additional galvanisation production line would operate
starting from July 2020.

The expected utilisation rate for the “stabilisation” stage is forecasted to decrease from
79.3% in 2020 to 68.4% in 2021 mainly because of the 33.3% increase in production capacity to
60,000 tonnes for the full year of 2021 as compared to the production capacity of 45,000 tonnes
in 2020 is greater than the 15.0% expected growth in production volume in 2021 as forecasted by
Frost & Sullivan. This utilisation rate is expected to increase to 78.5% in 2022 due to the increase
in the expected sales volume of our galvanised prestressed products based on the growth rate
as forecasted by Frost & Sullivan.

The above projections are for illustrative purpose only and are based on the
aforementioned assumptions. Actual results may significantly differ from the projections based
on these assumptions. You should not place undue reliance on these projections.

Company’s strategy to capture market growth in the galvanised prestressed market
In order to capture the market growth, we plan to implement the following strategies:

o Enhance sales and marketing effort: We aim to enhance our sales and marketing
efforts by increasing our sales force and exploring new customers for our
galvanised prestressed products. As disclosed in the section headed “Future Plans
and [REDACTED]”, we plan to increase our sales team by eight additional staff and
marketing team by eight additional staff, as part of the expansion plan for our
galvanised prestressed materials. By hiring the additional sales and marketing
staff, we can continue to strengthen our customer relationship with our existing
customers by dedicating account managers to key customers, and at the same time,
explore new customers by expanding sales coverage and enhancing our geographic
presence.

o According to Frost & Sullivan, galvanised prestressed products can be widely
applied for use in infrastructure construction and we see an increasing use of
bridge cable, which in turn will lead to growth in the galvanised prestressed
products market. In 2018, we have successfully obtained contracts to manufacture
cables for architectural structures such as cables for fisheries. Due to the
increasingly wider application of cables, we foresee that our sales team would play
an important role in helping us capture market growth.

. Research and development effort: We will continue to enhance our research and

development effort to improve and upgrade the technology standard of our
products.
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As discussed in the expansion plan for the galvanised prestressed production capacity,
our Prestressed Materials Business was able to sell galvanised prestressed materials required
for our Cable Business, and our Prestressed Materials Business will be able to act as an
alternative supplier to the Cable Business. It is foreseeable that there would be additional
demand for the galvanised prestressed products from the Cable Business.

The relationship between our Cable Business and Prestressed Materials Business

During the Track Record Period, while our Prestressed Materials Business had the
capability to supply galvanised prestressed products to our Cable Business, our Cable Business
did not purchase from our Prestressed Materials Business in 2016 and 2017 mainly due to the
following:

o Geographical proximity of the existing suppliers

The production facility of our Cable Business situated in Xitang, Zhejiang Province
procures the majority of our raw materials from suppliers situated in Shanghai and the
Zhejiang Province region since the inception of our Cable Business. As the raw materials
for producing bridge cables are bulky and heavy, our management considered that it
would be time saving and more cost efficient for our Cable Business to procure raw
materials from our Cable Business’ existing suppliers than from our Prestressed Materials
Business production facilities situated in Anhui Province and Jiangxi Province due to
geographical proximity.

o Established relationship with reliable suppliers

Our Cable Business has an established operating history and has been procuring its
raw materials from its existing suppliers. As of the Latest Practicable Date, we
maintained good business relationship with our existing suppliers for more than five
years. Our Directors confirmed that during the Track Record Period, we had not
encountered any major procurement problems in terms of shortage, delay and pricing
from these existing suppliers.

. To avoid connected transaction during the proposed A-share listing in 2016

Since December 2010, our Prestressed Materials Business has been listed on
NASDAQ in the United States and in June 2015, our Cable Business submitted a listing
application to the Shanghai Stock Exchange which was subsequently withdrawn in the
second half of 2016. Please refer to the section headed “History, Reorganisation and
Group Structure — Listing On Other Stock Exchanges” for details. At the time of the
A-share listing application in 2015, it was our Controlling Shareholder’s intention that
each of the Prestressed Materials Business and the Cable Business would be
independently listed in the U.S. and in Shanghai, respectively. Since the Cable Business
and Prestressed Materials Business are both controlled by our Controlling Shareholder,
the management of each of the business operating entities considered it would be best to
avoid significant continuing connected transactions for independence purposes. As a
result, our Cable Business only started procuring raw materials from our Prestressed
Materials Business as needed in 2018, subsequent to the withdrawal of the listing
application with the Shanghai Stock Exchange and in contemplation of the completion of
the Reorganisation whereby the Prestressed Materials Business and Cable Business
would come under the control of the Group.
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Repair and Maintenance of our production lines

We develop regular maintenance plans for our production facilities and perform regular
maintenance on our production equipment. Major maintenance and repair work of our
production equipment is generally conducted on a monthly basis. During the Track Record
Period, we had not experienced any unexpected material stoppage of operations as a result of a
failure of our machinery.

PROCUREMENT

We use various raw materials throughout our manufacturing process and we source the
majority of our raw materials in China. Our principal raw materials include galvanised steel
wires for our Cable Business, and high carbon steel wire rods for our Prestressed Materials
Business. The cost of raw materials accounted for 95.0%, 95.8% and 95.6% of our total cost of
sales, respectively, for the years ended 31 December 2016, 2017 and 2018.

Selection of suppliers
Cable Business

Once our production department devised its production schedule based on the delivery
schedule of our customer orders, our procurement department will start its suppliers selection.

We maintain a list of approved suppliers from which we source each type of our raw
materials. This enables us to procure raw materials from alternative suppliers when an existing
supplier has a shortage or delay in the supply, or in the event that a supplier fails to deliver raw
materials according to our procurement plan or fails to meet our quality. This also allows us to
reduce our reliance on any single supplier. However, for certain projects, our customer may
require us to purchase raw materials from designated suppliers.

As the quality of our raw materials is crucial in determining the quality of our final
product, we place great emphasis on ensuring the standard and quality of our raw materials by
conducting assessment on our major suppliers annually. We select our suppliers by assessing
criteria such as the quality of materials supplied, the duration of the supplier’s business
relationship with us, pricing, punctuality and response time to orders placed by us. To ensure
the standard of our suppliers, we have developed internal manuals and procedures for
selecting suppliers and assessing the quality of our raw materials.

Prestressed Materials Business

We purchase our raw materials in accordance with our procurement schedule based on
the business demand forecasted by our customers. We select our suppliers by assessing criteria
such as the quality of materials supplied, the duration of the supplier’s business relationship
with us, pricing, punctuality and response time to orders placed by us. Since our customers
often require high product quality and there are only a few suppliers in the market in proximity
that have the required production capabilities, we mainly purchased high carbon steel wire
rods for our Prestressed Materials Business from our major suppliers during the Track Record
Period.
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Our suppliers contracts

For both of our Cable Business and Prestressed Materials Business, we do not maintain
long-term supply agreements. However, we believe we will be able to maintain stable
relationship with our major suppliers due to our long-established business relationship with
them. We also reduce possible supply interruptions by sourcing from various suppliers. During
the Track Record Period, we did not encounter any difficulty in procurement nor experience
any production disruption due to shortage of raw materials. Our purchase contracts generally
contain a fixed unit price, quality standard or technological requirements, delivery schedule,
place of delivery, packaging requirements, etc. Our suppliers generally grant us credit terms of

up to 90 days and our purchases are generally settled by cash or bank acceptance bills.
Cable Business

For our Cable Business, we typically enter into raw material supply contracts on a
project-by-project basis based on the projects” delivery schedule. Our suppliers for the Cable
Business generally require us to make a down payment of approximately 80% out of the total
contract value upon signing the supplier contracts (typically within 30 days) and the remaining
balance is payable upon receipt of delivery. Such high percentage of prepayments are common
in the industry we operate because suppliers tailor make our supplies in accordance with our

specifications, according to Frost & Sullivan.
Prestressed Materials Business

For our Prestressed Materials Business, we enter into supply contracts based on our
procurement plan. Our suppliers for the Prestressed Materials Business generally require us to
make immediate payment when we make our purchase orders or upon acceptance of delivery,
which may be adjusted on a case-by-case basis. In order to help secure favourable treatment in
terms of pricing and supply of raw materials, we typically provide prepayments of up to 80% of
our estimated 12-months procurement volume on a rolling-basis, which is a common industry
norm as confirmed by Frost & Sullivan. All our purchases are generally settled by cash or bank
acceptance bills.

Major suppliers

For the years ended 31 December 2016, 2017 and 2018, our purchases from our five largest
suppliers accounted for 90.0%, 96.7% and 89.2% of our total purchases, respectively. Please refer
to the section headed “Risk Factors — Risks Relating to our Business and Industry — We
procure a significant portion of our raw materials from our five largest suppliers”. All of our
five largest suppliers during the Track Record Period are Independent Third Parties. None of
our Directors, their respective associates, nor Shareholders who own more than 5% of the
issued share capital of our Company, has any interest in any of our five largest suppliers during
the Track Record Period.
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Jiangsu Shagang Supplies Trading Co. Ltd, a subsidiary of Jiangsu Shagang Group Co.
Ltd. (“Shagang”) has been the largest supplier to our Group during the Track Record Period.
For the years ended 31 December 2016, 2017 and 2018, our purchases from our single largest
supplier accounted for 47.0%, 54.7% and 54.0% of our total purchases, respectively; and our
purchases from Shagang and its affiliates (“Shagang Group”) accounted for 48.7%, 54.7% and
54.0% of our total purchases, respectively. Please refer to the section headed “Business —
Procurement — Relationship with Shagang Group, our largest supplier” for details of our
relationship with the Shagang Group.

In 2017, one of our major suppliers of prestressed materials for our Cable Business,
Supplier D, also purchased prestressed materials from our Prestressed Materials Business when
they encountered insufficient production capacity to fulfil their orders. For the year ended 31
December 2017, our sales of prestressed materials to Supplier D amounted to RMB1.52 million,
which accounted for 0.1% of our total sales and the gross profit margins of the products sold by
us to Supplier D was 13.3%. Our Directors confirmed that, during the Track Record Period, none
of the products we purchased from Supplier D was used in the products we sold to Supplier D
respectively.

Our Directors confirm that the unit cost of the products we purchased from Supplier D
during the Track Record Period was in line with the prices of comparable products from our
other suppliers and the unit price of our prestressed products sold to Supplier D during the
Track Record Period was in line with the overall average selling price of comparable products to
our other customers.

The following table sets out the profile of our five largest suppliers during the Track
Record Period:

Our five largest

suppliers and Approximate Business
approximate year(s) of segment
percentage (%) business supplied
to our total relationships within Products Background of
Name purchases with our Group ~ our Group sold to us the supplier
Jiangsu Shagang 2016: 47.0% Eight Prestressed ~ Highcarbon ~ Metallic materials,
Supplies Trading 2017: 54.7% Materials steel wire building materials
Co. Ltd™ 2018: 54.0% Business rods and chemical
(LB WY& H 5 products trading
HRA ) company
Supplier A 2016: 24.1% Five Prestressed ~ High carbon  Metallic materials,
2017:16.6% Materials steel wire building materials
2018:17.3% Business rods and chemical
products trading
company
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Our five largest
suppliers and Approximate Business
approximate year(s) of segment
percentage (%) business supplied
to our total relationships within Products Background of
Name purchases with our Group  our Group sold to us the supplier
Supplier B 2016:7.9% Eight Cable Galvanised ~ Metallic materials,
2017: 8.7% Business steel wires building materials
2018: 8.4% and chemical
products trading
company
Supplier C 2016: 4.1% Five Prestressed ~ High carbon ~ Metallic materials
2017: nil Materials steel wire and building
2018: nil Business rods materials
trading company
Supplier D® 2016: 6.9% Eight Cable Galvanised ~ Galvanised steel
2017:12.1% Business steel wires wires and other
2018: 4.8% metallic materials
manufacturer and
seller
Supplier E 2016: 1.5% Eight Cable Galvanised ~ Galvanised steel
2017: 4.6% Business steel wires wires and other
2018: nil metallic materials
manufacturer and
seller
Supplier G 2016: 3.8% Six Prestressed ~ High carbon ~ Metallic materials,
2017: nil Materials steel wire building materials
2018: 4.8% Business rods and chemical
products trading
company
Notes:

(1) During the Track Record Period, we purchased from several suppliers affiliated with Shagang Group,

which include Jiangsu Shagang Supplies Trading Co. Ltd.. For the years ended 31 December 2016, 2017

and 2018, our purchases from them accounted for 48.7%, 54.7% and 54.0% of our total purchases,

respectively.

(2) An affiliate of Supplier C.
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Relationship with Shagang Group, our largest supplier

Shagang is a company incorporated in the PRC in 1996. Shagang Group mainly engages in
the production, sales and trading of steel raw materials such as steel bars, steel sheets, steel
wires and wire rods, and it also produces prestressed raw materials. Shagang was awarded as
one of the Top 500 Enterprises of China in 2017 and The World’s Top 500 Enterprises in 2017. As
confirmed by Frost & Sullivan, the Shagang Group is a market leader in the production of steel
raw materials in China, including the manufacture of steel wire rods. The Shagang Group is our
largest supplier during the Track Record Period and we purchased from them high carbon steel
wire rods as raw materials for our Prestressed Materials Business. For the years ended 31
December 2016, 2017 and 2018, our purchases from the Shagang Group accounted for 48.7%,
54.7% and 54.0% of our total purchases, respectively. We were also one of the major customers
of Shagang for the particular type of high carbon steel rods we use in our production for our
Prestressed Materials Business. Although we purchase a significant amount of raw materials
from the Shagang Group, we are not reliant on them as such raw materials are available from
numerous alternative suppliers throughout China. Nonetheless, we purchase a significant
amount of raw materials from Shagang Group mainly due to the following reasons:

. Established supplier relationship with our Group and better procurement terms:
Our Group has been purchasing raw materials from Shagang Group for
approximately eight years, and our Directors consider that it is a competitive,
reputable and reliable raw materials supplier that provides high quality products.
Due to our established business relationship, during the Track Record Period, we
entered into annual framework agreement with Shagang Group. Key terms of the
annual framework agreement include the minimum annual purchase volume of
high carbon steel wire rods at a price which will be agreed every quarter, Shagang
Group shall give priority in supplying raw materials to us; prepayment is required
from us in order to secure favourable treatment in terms of pricing and supply of
raw materials, and outstanding payment can be settled by way of cash or
acceptance notes. During our business relationship with the Shagang Group over
the years, we have not encountered any major procurement problems in terms of
shortage, delay or pricing.

o Accessability: We generally purchase the majority of our raw materials from the
production site of the Shagang Group situated in Zhangjiagang, Jiangsu Province,
which is in close proximity to our production sites at Maanshan and Jiujiang for our
Prestressed Materials Business. Further, high carbon steel wire rods are bulky raw
materials and they are usually transported via cargo boat. Transportation by other
means are usually less cost efficient. As our production sites and the Shagang
Group’s production site are all situated along the Yangtze River, the location of the
Shagang Group’s production facility facilitates the delivery of raw materials.

. Limited number of comparable suppliers in proximity to our production
facilities: As confirmed by Frost & Sullivan, the Shagang Group is one of the major
steel raw materials suppliers including the manufacture steel wire rods and is a
market leader in China. There are currently only a few sizeable manufacturers
operating within this region that have the production capabilities to produce raw
materials that can meet our required product quality and procurement volume.
Based on the above, we have been historically purchasing the majority of our raw
materials for our Prestressed Materials Business from the Shagang Group.
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Although we purchased a significant amount of raw materials from the Shagang Group
during the Track Record Period, our Directors are of the view that this will not affect the
operations of our business due to the following reasons:

o Established supplier relationship with our Group: Our Group has maintained a
good business relationship with the Shagang Group for approximately eight years.
We expect that the Shagang Group will continue its business relationship with us
and our Directors are of the view that the risk of the Shagang Group terminating the
supply of high carbon steel wire rods to us is remote. As a result, the likelihood that
the relationship with the Shagang Group will materially adversely terminate is low.

. Alternative suppliers: As confirmed by Frost & Sullivan, there are alternative
suppliers in the market which can supply comparable high carbon steel wire rods,
and we have maintained good business relationship with some of these alternative
suppliers historically. Our Directors are of the view that we would be able to
procure from alternative suppliers at comparable terms and quantities. During the
Track Record Period, apart from procuring high carbon steel wire rods from the
Shagang Group, we also purchased high carbon steel wire rods from other major
suppliers, whose scales of operations are comparable to that of the Shagang Group.
Our Directors believe that we do not have any difficulty in purchasing from these
alternative suppliers. As a result, we would be able to effectively mitigate our
exposure to any material adverse changes to the relationship with the Shagang
Group.

For the risks involved in our reliance from the Shagang Group, please refer to the section
headed “Risk Factors — Risks Relating to our Business and Industry — We procure a significant

portion of our raw materials from our five largest suppliers”.
Inventory Control

Our inventory consists of raw materials, work-in-progress and finished goods. Raw
materials, work-in-progress and finished goods are all stored under suitable and controlled
environment to maintain their quality. We have established an inventory management system
that monitors each stage of the warehousing process, including managing the level of stock and
conducting monthly stocktaking exercise.

Cable Business
Since all of our products are made based on confirmed customer orders and delivery
schedules, we do not generally purchase or store excess raw materials in advance. We generally

maintain a minimal level of finished goods in our inventory in order to fit the delivery schedule

of the customers.
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Prestressed Materials Business

We generally maintain an appropriate level of raw materials from time to time in order to
accommodate short lead times and urgent customer requests. We also purchase our raw
materials in advance and maintain a reasonable inventory level to minimise the impact on the
price fluctuations of the raw materials. In order to help secure favourable treatment in terms of
pricing and supply of raw materials, we typically provide prepayments of up to 80% of our
estimated 12-months procurement volume on a rolling-basis, which is a common industry norm
as confirmed by Frost & Sullivan. We have strict inventory control and review our inventory
level from time to time in order to prevent the accumulation of excess inventory.

SALES AND MARKETING
Sales and marketing strategy

Our sales and marketing team plays an important role in promoting our products and
sourcing business opportunities from our potential customers. Our sales and marketing team in
both the Cable Business and Prestressed Materials Business are responsible for potential project
tracking, liaising with existing and potential customers and contract negotiations. In addition,
our sales teams are also responsible for providing after-sales support and follow up with any
feedback received from our existing customers. We also proactively participate in industry
seminars and conferences, and maintain communications with existing and potential
customers. As at the Latest Practicable Date, we had 12 staff members and ten staff members in
our sales and marketing team for the Cable Business and Prestressed Materials Business,
respectively.

Cable Business
Competitive bidding

We generally secure our projects through a competitive bidding process and contract

negotiations.
Project Identification

We regularly conduct tracking and assessment of a potential project. Although potential
customers would often invite us to participate in tenders for supplying bridge cables to their
construction projects, we have designated staff to pay close attention to the publication of
relevant tender notices and conduct careful screening for their potential projects. Once we
identified suitable potential projects, our sales team will take the lead in preparing the
tendering documents upon seeking approval from our senior management.

The preparation of the tendering documents requires the participation of our teams at
different levels as we would need to consider the technical specifications required in the
potential projects, our production schedule, capacity and procurement of the required raw
materials.
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Tendering

Our customers usually select their suppliers based on a number of factors, including
price, product quality, capital and production capabilities, as well as the reputation and track
record in relevant bridge cable projects of the supplier. Our sales team prepares and submits
our tender documents according to the specified requirements in the tender invitation. For
some of the bids, we are required to provide a specified amount as tender bond (IR <),
which will be returned to us upon the publication of the results of the tender, whether or not we

win the tender.

The following table sets out a summary of our tenders for the Cable Business during the
Track Record Period and up to the Latest Practicable Date.

From

1 January

2019 to the

Latest

For the year ended 31 December Practicable

2016 2017 2018 Date

Number of tenders submitted 55 70 86 18
Number of contracts awarded

to our Group 37 47 62 14

Success rate (%) 67.3 67.1 72.1 77.8

Pricing

We price our products based on the nature of each individual project taking into account
the quantity, type and technical specifications of the cables sold, the overall project value, the
complexity and type of bridge or infrastructure project, the location of the project, sufficiency of
resources, the nature of and our relationship with the customer, and the cost of raw materials.

Entering into contracts

For the contracts obtained via open tender, once we have won the tender, we will enter
into sales contracts with our customers, which are usually project companies or contractors.
The final contract price may be subject to further negotiation. For such open tendered contracts,
we are typically required to provide a performance bond (J&#J#{%4) of between 5% and 10%
of the contract value, to ensure our performance in accordance with the terms of the contract.
For a number of sales contracts, subject to negotiation and our relationship with the customer,
we may require our customers to make an initial deposit payment of up to 20% following the
signing of the contract. After signing the sales contract, our customers generally place purchase
orders in batches according to the schedule of the project. Our production team will then

arrange production in accordance with the delivery schedule.

- 150 -



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

OF THIS DOCUMENT.

BUSINESS

Material contract terms

In general, sales contracts for our Cable Business contain terms relating to contract value,

specification of the raw materials required, estimated project completion date, payment terms,

retention money, warranty period and termination. For our Cable Business, we do not enter into

any long-term agreement, and the term will be determined by the duration of each bridge cable

project. During the Track Record Period, we generated most of our revenue through sales to

customers in China and there have not been any material breaches in any sales contracts. The

key terms of our sales contracts for our Cable Business are summarised as below:

Key terms

Contract value

Product specifications

Payment terms

Retention money

(EfR4)

Performance bond

(BRIPE R )

Warranty period

Other terms

Description

Generally, contract value is determined based on tender
notification from our customers and the final contract value of
which may be subject to further negotiation.

A contract usually contains product specifications of the bridge
cables, such as length, stress level, types of cable, volume
required and design of the cables.

J up to 20% of the contract value following signing of the
contract
o a certain percentage of the contract value for each

individual batch of products inspected by and delivered
to the customer (of which 5%-10% will be withheld as
retention money)

For the majority of our projects, our customers typically
require 5%-10% of the contract value as retention money. Such
retention money is released to us after deducting any warranty
claims, upon expiration of the warranty period and obtaining
the certificate of expiration of warranty period after the
completion of the construction of the bridge, which is typically
one to two years.

Our customers typically request deposits to ensure our
performance in accordance with the terms of contract. A
performance bond is typically 5%-10% of the contract value
and returned to us upon delivery of our products.

One to two years

Delivery date, packaging requirement, product inspection
criteria, place of delivery, and legally binding.
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The contractual arrangement of sales contracts for our Cable business may create
liquidity pressure to our business, please refer to the sections headed “Risk Factors — Risks
Relating to our Business and Industry — We recorded operating cash outflows for 2017 and
2018 because our operations are working capital intensive, any insufficient levels of liquidity
may adversely affect our cash flow and working capital and results of operations” and “— We
may experience delays or defaults in payment of trade and retention receivables from our
customers, and we have a significant mismatch between our trade receivables and trade
payables turnover days, which may adversely affect our cash flow and working capital and
results of operations” for details.

During the Track Record Period, contract values ranged from RMB5.9 million to
RMB300.0 million for suspension bridge project and RMB3.9 million to RMB71.5 million for
cable-stayed bridge projects, respectively.

In 2016, 2017, and 2018, we recognised revenue from 99, 89 and 116 projects under our
Cable Business, respectively. The following table sets out the major projects undertook by our
Cable Business during the Track Record Period and up to 31 March 2019 (ranked by contract
value):

Revenue recognised

From
1 January
2019 to
Description of Contract Year ended 31 December 31 March
No. Name of project the project Contract period value™ 2016 2017 2018 2019®
(RMB’000) (RMB’000) (RMB’000) (RMB’000) (RMB’000)
(unaudited)
1 Humen No. 2 Bridge Suspension December 2016 to 300,001 32,691 209,197 2,316 -
(M ZH) cable December 2017
2 Guangzhou Zhongshan Stay cable April 2015 to 71,467 25,989 - - -
Jiangmen Expressway November 2016
(PP A B )
3 Tiger Leaping Gorge Suspension December 2018 to 67,205 - - 232 31,246
Jinsha River Bridge cable September 2019
(Bl Wi K AR)
4  Boyang Lake No. 2 Bridge Stay cable September 2017 to 52,013 - - 36,173 529
(TRE ) —A8) May 2019
5  Egongyan Railway Bridge Suspension August 2017 to 51,743 - - 43,350 -
(FB~ A W B AG) cable December 2018
6  Zhaoqing Yuejiang Bridge Stay cable December 2015 to 39,058 18,511 77 - -
(ZE B2 BT RAR) November 2016
7 Sunxi River Bridge Suspension January 2016 to 36,048 9,243 20,739 1,092 -
(F B RERAE) cable February 2018
8  Taizhou Bay Bridge Stay cable July 2017 to 26,390 - 8,356 12,770 -
(B MERHE) May 2018
9  Others Suspension and various less than 216,841 187,434 422,864 90,263
stay cable 20,000
Total 303,275 425,803 518,797 122,038
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Notes:
(1) The contract value includes value added taxes.
(2) The revenue recognised is based on unaudited management accounts.

During the Track Record Period, there were no material variation of orders and we did
not encounter any loss-making projects.

Backlog

The following table sets forth the movement of backlog of our projects for our Cable
Business during the Track Record Period and up to the Latest Practicable Date:

From 1 January 2019
to the Latest
2016 2017 2018 Practicable Date
Contract ~ Number Contract ~ Number Contract Number Contract  Number
value of projects value of projects value of projects value of projects
RMB'000 RMB'000 RMB'000 RMB'000
Opening outstanding
contract value,
1 January 515,160 40 454,466 43 591,314 47 863,387 29

Newly signed contract

value during the

year/period 294,138 71 635,037 77 873,878 91 350,262 10
Less: Revenue

recognised from

contract value 354,832 68 498,189 73 601,805 109 141,564 7

Closing outstanding

contract value,

31 December/Latest

Practicable Date 454,466 43 591,314 47 863,387 29 1,072,085 32
Note: The number of signed contracts include contracts obtained through tendering and other methods

such as contract negotiations. Outstanding contract value includes value added taxes.

Backlog refers to the outstanding contract value that remains to be delivered under the
signed contracts under our Cable Business as at a certain date, assuming that our products will
be delivered according to the terms of the contracts. Due to the nature of our Cable Business, we
deliver finished products in batches in accordance with the delivery schedule as agreed in the
contract, and as a result, the value of our backlog may be high since bridge cable projects often

has a long construction period and when we gain new projects.
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Based on our past experience and a review of the current progress of our backlog as at the
Latest Practicable Date, we expect that all of such backlog will be cleared, and revenue will be
recognised by the end of 2021. Please refer to the section headed “Risk Factors — Risks Relating
to our Business and Industry — The backlog for our Cable Business may not be indicative of our
future results of operations” in this [REDACTED].

Prestressed Materials Business

We generally secure our customer contracts through our existing customer base and
competitive bidding. During the Track Record Period, we did not enter into any long-term
agreements with our customers. Our sales orders typically contain terms specifying type, price,
quantity, specifications and technological standard and delivery schedule. We typically grant
our customers credit terms of up to 90 days from the date we issue our invoice and to settle their
bills by way of cash or acceptance notes.

Pricing

We adopt a cost-plus basis approach when determining the price of an order. Apart from
costs, our price will also take into account factors such as relationship with the customers, sales
volume, sufficiency of our resources and technical requirements for the products to be
supplied.

Our customers

We have a domestic and international sales network involving Chinese and overseas
customers including, amongst others, Korea, Indonesia, Vietnam, Turkey and Qatar. For our
Cable Business, our major customers are project companies and main contractors in bridge
construction projects in China. For certain overseas sales such as sales to Korea, we sell to third
parties which in turn sell our products to local project companies or contractors. For our
Prestressed Materials Business, our major customers are steel material trading companies and
steel materials manufacturers. For the years ended 31 December 2016, 2017 and 2018, overseas
sales accounted for 4.1%, 3.8% and 2.4% of our Group’s total revenue, respectively.

We generate a substantial amount of revenue from our major customers. For the years
ended 31 December 2016, 2017 and 2018, our five largest customers together accounted for
55.8%, 56.7% and 39.5% of our total revenue, respectively, and our largest customer accounted
for 31.3%, 20.7% and 9.5% of our total revenue, respectively. All of our five largest customers
during the Track Record Period are Independent Third Parties. None of our Directors, their
respective associates, nor Shareholders who own more than 5% of the issued share capital of

our Company, has any interest in our five largest customers during the Track Record Period.
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Further information on our five largest customers, in which most of them are from our

Prestressed Materials Business for each of the years during the Track Record Period is set out as

follow:

Name

Customer A

Customer B

Customer E

Customer F

Customer G

Customer H

Customer I

Our five largest
customers and
approximate
percentage (%)
of our sales

2016: 31.3%
2017:20.7%
2018:5.0%

2016:7.3%
2017:3.2%
2018: nil

2016: 4.8%
2017: 4.8%
2018: 4.4%

2016:5.1%
2017:5.6%
2018:9.2%

2016: 3.8%
2017:7.1%
2018: 8.9%

2016: 4.1%
2017:7.4%
2018:9.5%

2016:7.3%
2017:1.2%
2018: nil

Approximate
year(s) of business
relationships with
our Group

Eight

Six

Four

Five

Five

Six

Six
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Products
purchased
from us

Rare earth coated
wires

Plain surface PC
strands and rare
earth coated
wires

Rare earth coated
wires

Galvanised steel
wires and bridge
cables

Galvanised steel
wires

Rare earth coated
wires

Plain surface PC
strands and rare
earth coated
wires

Background of the customer

Metallic materials
trading company

Metallic materials
trading company

Galvanised steel wires and
other metallic materials
manufacturer

Metallic materials and
machinery equipment
trading company

Galvanised steel wires and
other metallic materials
manufacturer and seller

Metallic materials
manufacturer and
seller and chemical
products seller

Steel wires manufacturer
and seller
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Our five largest
customers and Approximate
approximate year(s) of business  Products
percentage (%) relationships with  purchased
Name of our sales our Group from us Background of the customer
Guangdong 2016: 3.0% Four Bridge cables Bridge construction
Provincial 2017:15.9% project company
Highway 2018: il
Construction
Co. Ltd. Humen
No.2 Bridge
Branch
(RRE LR ER
ARAFEM A
BAT)
Customer L 2016: nil Three Rare earth coated Metallic materials
2017: 4.4% wires manufacturer
2018: 5.4%

Sales return and warranty

For our Prestressed Materials Business, there were no material claims by our customers in
relation to any product recall or defects, nor were there any material product returns during the
Track Record Period.

For our Cable Business, we generally maintain a product warranty period of one to two
years to ensure our products are of satisfactory standard. For the majority of our projects, our
customers typically require 5%-10% of the contract value as retention money, which will be
released to us after deducting any warranty claims, upon expiry of the warranty period and
obtaining the certificate of expiration of warranty period. For certain projects, upon the release
of retention money, we may carry out regular inspection of the cables for a period of up to five

years.
QUALITY CONTROL

For all of our business operations, we implement stringent quality control measures at
every stage of our production process, starting from procurement to final delivery. We have
established quality management systems that are designed in accordance with the ISO
9001:2008 standards and each of the production facilities is ISO9001:2008 certified. As at the
Latest Practicable Date, we have a quality control team of ten and six for our Cable Business and
Prestressed Materials Business, respectively to ensure the effective implementation of our
quality control system.
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Quality control on raw materials

The quality of our products depends on the quality of our raw materials and therefore we
assess our raw materials to ensure they are up to standard and without defects. Our raw
materials procurement manual is designed in accordance with the ISO9001:2008 standards and
each supplier has to pass our internal assessment before becoming one of our approved
suppliers; such selection criteria include the quality of materials supplied, the length of the
supplier’s business relationship with us, pricing, punctuality and response time to orders
placed by us. In addition, our quality control team would conduct sampling checks on the
procured raw materials to ensure their quality before passing them onto the production line.

Quality control on production

We place a great emphasis on our products as quality and safety are of paramount
importance to the end users of our products. We have an established system for maintaining
consistency and quality in our production line. For every stage during the production process,
a specific operational standard has to be met and our quality inspection staff would monitor
and record any deficiencies found in the products. All our final products will need to pass our
internal quality assessment such as sample testing before they are delivered to our customers.

With our rigorous quality control, our high quality standard has earned us international
certifications and accreditations for our products. For our Prestressed Materials Business, we
have obtained the Japanese Industrial Standards (JIS) Mark Certificate, United Kingdom
Accreditation Service certification (UKAS), and the Korean Standards Association (KS)
certification from South Korea. These international certifications enabled us to enter to these
countries easier and could boost international customers’ confidence in the quality of our
products. For our Cable Business, our stay cable has passed the rigorous assessment conducted
in internationally recognised laboratories.

RESEARCH AND DEVELOPMENT

The manufacture of our products depended on our knowhow and our patented
technologies. We believe strong research and development capabilities will enable us to
distinguish ourselves from our competitors and enhance our competitiveness, and therefore we
have strong focus on enhancing our research and development facilities and know-how. Our
research and development team conducts their research at our research centres and
laboratories.

For our Cable Business, we have licensed two patented technologies and know-how to
our customers as part of the conditions in obtaining the tender . For these projects, we generally
grant access to our customers and their authorised persons to use and apply our patented
technologies and know-how on the design of the bridge cables free of charge provided that they
keep our technologies and know-how on a confidential basis. Please refer to the paragraph
headed “Risk Factors — Risks Relating to our Business and Industry — Our proprietary and
licensed technologies may not be adequately protected, and our right to certain technologies
could be challenged” for the risk involved in these licensed technologies.
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Research and development team and facilities department

As at the Latest Practicable Date, our research and development team had a total of 29
staff, and depending on the complexity of the research project, we may invite members from the
production and engineering department possessing extensive experience in the prestressed
materials industry or bridge cable manufacturing industry to participate in the research. We
focus our research and development activities on projects that would enable us to branch out
our products into new desired markets such as new products or product enhancement. A
majority of our research and development team members obtained post-secondary education,
with some of them holding master’s degrees or doctorate’s degrees in engineering or other
subjects relating to the construction of bridge cables or the manufacture of prestressed
materials. Due to our strong capabilities in product know-how within the bridge cable
manufacturing and prestressed materials, our staff were often invited by industry

organisations to participate in devising industry standards.

Since the products manufactured by our Cable Business are usually tailor made to fit the
needs of each structure, different technical requirement or know-how will be required for each
project, depending on the geographical need for each structure such as the geological and
appearance requirement. As a result, we would constantly need to keep our technology
know-how and technology portfolio up-to-date in order to compete with other competitors in
order to increase our tender success rate. Further, due to the increase in the wider application of
bridge cable, more specialised technical know-how will be required for cable manufacturers.
For example, in 2018, we had completed a project in supplying cables for an offshore fisheries,
in which different technology know-how was required in terms of anti-corrosion and the
product requirements were different from previous bridge projects. Please refer to the section
headed “Business — Intellectual Property” for description of some of our patented
technologies.

In our research centres, we have laboratories and testing equipment for various testing
functions to test all our research outcomes. Furthermore, our research and development
capabilities have gained us various awards among this industry, in particular in the
manufacture of bridge cables. For certain of our successful research outcomes, we have applied
for or registered patents in order to protect our research effort and all the research outcome
developed by of the Group's research and development team are owned by the Group. Please
refer to the sections headed “Business — Award and Recognitions” and “Business —

Intellectual Property” for more details.
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The table below sets out the details of some recent research and development projects:

Business Costs incurred/
Project segment Expected cost
(RMB'000)
Anti-fatigue self-anchored stay Cable Business 7,549
cable enhancement
Pre-shaping suspension cable ~ Cable Business 7,117
enhancement
Galvanised steel wires Cable Business 8,485
stay cable enhancement
Suspension bridge Cable Business 7,663
cable enhancement
Zinc-galvanised Prestressed 6,342
prestressed steel wires Materials
enhancement Business
Galvanisation machine Prestressed 10,000
enhancement research Materials
Business
Anti corrosive cable Cable Business 10,000

technology
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Commencement
date/Expected
commencement
date

January 2018

January 2018

January 2018

January 2018

January 2018

January 2019

January 2019

Completion
date/Expected
completion date

December 2018

December 2018

December 2018

December 2018

December 2018

December 2019

December 2019

Use of
research
outcomes

Applied on a stay
cable bridge
project in 2018

For potential
tender

Applied on a stay
cable bridge
project in 2018

For potential
tender

For potential

tender

For potential
tender

For potential
tender
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Recognitions

In recognition of our continuing research and development efforts by the PRC
government, our research and development centres have received the following recognitions.

Year Recognition Recognised Authority
2012 Zhejiang Province High and New Technology Zhejiang Provincial Government of the PRC

Enterprise Research Centre

(CHRINCRFITST o 2R i Ll

2012 Jiujiang Municipal Enterprise Jiujiang Municipal Government of the PRC
Technology Centre
(LT TSR L)

2014 Industrial Design Centre Jiaxing Municipal Government of the PRC
RETCETS)

2014 Maanshan Municipal Projects Maanshan Municipal Science and Technology
Technology Research Centre Bureau

(B Bl TR B o)

2015 Shanghai Municipal Enterprise Shanghai Municipal Government of the PRC
Technology Centre
(LTSl L)

2016 Zhejiang Province Engineering Institute Zhejiang Provincial Government of the PRC

(HF L B R AR5 )
Collaboration with tertiary institutions

During the Track Record Period, we entered into various cooperation agreements with
tertiary institutions including Tongji University and Jiujiang Engineering and Materials
Institute (“Jiujiang Institute”) for mutual research cooperation. For example, pursuant to a
two-year research cooperation agreement with Jiujiang Institute in 2017, Ossen Jiujiang agreed
to provide its research and development resources such as the research and development team
and testing laboratories for facilitating students of Jiujiang Institute to develop new technology
know-how on certain galvanised prestressed technology with a view to reducing unit costs,

improving production efficiency, upgrading product quality.

Based on the research cooperation agreement with Jiujiang Institute, the cooperation is on
a no-fee basis, where the Group provides access to our technical laboratories to the Jiujiang
Institute’s research team and Jiujiang Institute provides the research and technical consultant
services for the Group’s bridge cable projects. The ownership of the research outcome will
depend on each specific project and the involvement of each party.
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The research cooperation with Tongji University is also on a no-fee basis, both parties are
cooperates to explore new know-how and technologies regarding bridge cable projects. It is
agreed that students of the university can participate in any research projects initiated by the
Group and all research outcomes will be owned by the Group.

Research and development expenses

We make significant investments in research and development, particularly in connection
with the bridge cables application. For the years ended 31 December 2016, 2017 and 2018, our
research and development expenses amounted to RMB49.1 million, RMB60.2 million and
RMB53.7 million, representing 4.5%, 4.6% and 3.9% of our revenue for the respective years.
However, during the Track Record Period, we did not recognise any intangible assets as the
research and development expenses incurred did not meet the criteria for the recognition of
development expenditure under the Hong Kong Accounting Standard 38 because, among other
reasons, it was not feasible to distinguish and measure the costs attributable to intangible assets
between the research phase and development phase.

COMPETITION
Cable Business

The cable manufacturing market is largely concentrated with a few major bridge cable
manufacturers in China. The majority of the super-long-span bridges constructed in China have
been supplied with bridge cables from three largest players in China and their products have
supplied to 84.5% of the total number of super-long-span bridges constructed in China between
1991 and 2017, according to Frost & Sullivan. Due to high requirement of (i) projects track
record, (ii) capital and production capabilities; and (iii) human resource for bridge cable
manufacturers competing for bridge construction projects, new entrants typically face high
entry barriers because of the substantial amount of investments and efforts required to compete
with the existing players in the market. Please refer to “Industry Overview — Market Analysis
for the Bridge Cable and Prestressed Materials Industry — Key Entry Barriers — Key barriers to
entry for bridge cable manufacturers” for details.

Prestressed Materials Business

The prestressed materials manufacturing industry in China is fragmented with
approximately 600 players competing in the market, among which the top five manufacturers
accounted for approximately 24.8% of the total market share in 2017 in terms of sales value of
prestressed materials, according to Frost & Sullivan. Since prestressed materials has a wide
application and has a large number of product type ranging from prestressed wires to
prestressed wire ropes, each player usually competes by having its own focus on producing a
certain type of prestressed materials.

For further details of the competitive landscape of the industry that we operate in, please
refer to the section headed “Industry Overview”.
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AWARD AND RECOGNITIONS

As at the Latest Practicable Date, we have been granted the following awards and

recognitions, including (ranked by the year of award):
Year Award/Recognition
Cable Business
1995 First Class Prize of The State Scientific

and Technological Progress

(180 R R B 20 38— 2 )

2004 International Gold Prize for High
Quality Engineering
(CEaRL 3533

2007 National Outstanding Enterprise for

Technology Innovation and Quality
Management

(G R AH B R BT R

2011 First Prize of Science and Technology
Award of China Highway Society

(P 2 B B2 B ER A 8% — 25 58

2012 Certificate of National Torch Program
Demonstration Project

(CEZS s [I2E S| %N 2eska)

2013 Second Class Prize of The State
Scientific and Technological Progress
Award
(FEE2 R TR A g ROk —F )

2013 New Key Product
(B 5 T B 4 )

2014 National Certificate of Engineering Law
(RRRLTEHS)

2015 Shanghai Well-known Trademark
(LBHEATE)

2016, 2017 Quality of Excellence award 2016-2017
(2016-20174F i |8 5% (B & 7% 88 )
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Issuing Authority

State Scientific and Technological
Commission

China Association of Construction
Enterprise management

CHC National Quality Control
Working Committee

China Highway and Transportation
Society

Science and Technology Division of
the PRC

All-China Federation of Industry and
Commerce

Science and Technology Division of
the PRC

Housing and Country Construction
Division of the PRC

State and Administration for Industry
and Commerce of Shanghai City

China Association of Construction
Enterprise management
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Year

2017

2018

2019

Award/Recognition

State Intellectual Property Competitive
Enterprise

(R 2 i R 1 )

Award in contributing innovation
excellence

(BRI 82 75 B R BE)

Second class prize of Invention Award

(IR RCR — 55 58)

Prestressed Materials Business

2007

2007

2008

2008

2009

2009

2010

2011

2012

China Excellent Corporate Citizenship
(TEESREAR)

Excellent Technological New Product
Certificate of Jiangxi Province

(L5 8 B 75 BHEHTE i)

Anhui Province Well-known Brand

(TRRA B i)

Jiangxi Province Well-known Brand

(LT & 4 0)

Foreign-invested Advanced Technology
Enterprises

(OB S HE B M 4 5€)

Independent Innovation Product
Certificate of Jiangxi Province

(TLV 8 B ERUHE b )

Jiangxi Provincial Private High-tech
Enterprise

(L7 8 & % RE PR SE)

Anhui Province Famous Trademark

(ERBZEATE)

Certificate of National Torch Program
Project

(B R KRB H )
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Issuing Authority

State Intellectual Property Office

People’s Government of the Zhejiang
Province

China Invention Association

Chinese Excellent Citizen Working
Committee

Science and Technology Division of
Jiangxi Province
Anhui Province Quality Control

Bureau

Jiangxi Well-known Brand Strategy
Committee

Ministry of Commerce of Anhui
Province

Science and Technology Division of
Jiangxi Province

Science and Technology Division of
Jiangxi Province

Anhui Provincial Government

National Science and Technology
Bureau
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Year

2013

2014

2014

2015

2017

2017

2017

2018

2018

2018

Award/Recognition

Second Class Prize of The Scientific and
Technological Progress of Jiangxi
Province
(TLPE & BHE S 25 88)

Advanced Quality Management
Enterprise of Jiagnxi Province

(IL7Y &5 B B 26)

Second class prize for science
advancement

(RHER ST e A — 2 5%)

New Key Product of the Jiangxi
Province

(7Y & EEHE bh)

Establishment of Postdoctoral
Programme

(T LA BB T AR )
Certificate of Recognition of High New
Technology Product

(R BT i 8 7 )

Technology Invention Award

(VL7 7 11 5% W 8%)

Jiujiang Industrial Enterprise Top 30
(JUTL T T3E 4R 3€30%)

Second class prize of Invention Award

(BEWIAISE R 38 — 5 58)

Maanshan Enterprise Top 100
(20184F G ¥R 1A 98)
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Issuing Authority

Jiangxi Provincial Government

Jiangxi Province Quality Control
Bureau

China Highway and
Transportation Society

Science and Technology Bureau of the
Jiangxi County

Anhui Province Human Resource and
Social Security Bureau

Anhui Provincial Technology Bureau

Jiangxi Provincial Government

Jivjiang Entrepreneur Association
Jiujiang Enterprise Information
Committee

China Invention Association

Maanshan Enterprise (Entrepreneur)
Federation
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The following projects that the Group has participated were awarded the following:

China Construction Engineering
Luban Award

Project

Baling River Bridge

] SUPN

Yichang Yangtze River Highway Bridge

HERILABKKE

Jiangyin Yangtze River Bridge

HNESESIWN PN

Sanxia Xiling Yangtze River Bridge

SIS SIWN

Shantou Bay Bridge

{UEEREE N

Nanjing No.2 Yangtze River Bridge

R AT KA

Wuhu Yangtze Bridge

HEW R VLA B% KA

Shanghai Yangpu Bridge

L AT K AR

Tongling Yangtze River Ridge

]SRN PN

Shanghai Nanpu Bridge

i R AR

Harbin Raocheng Highway (West Section)
Sifangtai Bridge

ey T VA0 IR 20 22 % G B DU 7 B KA

Harbin International Convention Centre Sports
Centre main stadium

ey T I P R D A

Yantai World Trade Centre — Exhibition Centre

BEE AR PO D

Guangzhou Stadium

JE M B A

Shanghai Pudong International Airport —
Terminal One

3l R AR B — o A

Shanghai First Department Store Building

IR E NV HE VN

Taiyuan Jiuguan Highway Toll Booth

R D5 T e 2 e = R S 22

Donghai Bridge project

R T2

Jiuquan Satellite Launch Centre Youyi Bridge

o G SR T O M AR

Axial of the Shanghai Expo

JURERLVSE I EEy e
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Zhan Tianyou Civil
Engineering Award

Project

Hangzhou Bay Bridge

BUIH 185 i RS T A%

Beijing Metro Line No.5 Qinghe Bridge

AU S0 AR R AR

Jiujiang Yangtze River Highway Bridge

JUTRIL A B8 KA

Zhejiang Zhoushan Island Link Xihoumen
Bridge

P 1L K e 2 0 AR G 4 KA

Sidu River Bridge

LK STEEPN

Yongjiang Bridge

ERIRS PN

Ningbo Railway Interchange Yongjiang Bridge

B S MR AT R L BR AR R VLA KA

Jingxin Expressway Separated Interchange
Bridge

U R 2 B O e ST A AR

Shanghai Tower

bR E

Yichang Yangtze River Highway Bridge

HERILA MRS

Jiangyin Yangtze River Bridge

NS PN

Xiamen Haicang Bridge

AR PN

Jiangsu Runyang Yangtze River Bridge

TLRR T 1= VL2 B KA

Guangdong Humen Bridge

T SAEPN

Nanjing No.3 Yangtze River Bridge

RIS = KAE

Yueyang Tongting Lake Bridge

T ] 180 KA

Junshan Yangtze River Highway Bridge

CAIIEEIW/N N ()

Nanjing No.2 Yangtze River Bridge

R VL AR K AE

Wuhu Yangtze River Bridge

BT A B AR

Shanghai Yangpu Bridge

AR K AR

Yamen Bridge

EHUPN
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Project

Beijing Metro Line No.5 Qinghe Bridge

AU T SR AR T R AR

Axial of the Shanghai World Expo

i g AR

Donghai Bridge project

A TR

Yajisha Bridge

|E PN EX

Harbin International Convention Centre Sports
Centre main stadium

e T I P R D A

Guangzhou Baiyun International Airport

JE N 2R B A

Guangzhou International Convention and
Exhibition Centre

T 1R i e B

Wuhan Stadium

RERFHOETS

Shanghai Stadium

Ll E Y

Hangzhou Bay Bridge

BUIH 185125 1 KAG TR

Zhejiang Zhoushan Island Link Xihoumen
Bridge

P 1L K e 2 0 AR G 4 KA

Sidu River Bridge

UK SUEEPN

Jiujiang Yangtze River Highway Bridge

RIR=SIR/N S DN
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PROPERTIES
Self-owned Properties
Land

As at the Latest Practicable Date, we owned four parcels of land with a total site area of
approximately 227,972.7 sq.m. Below set out the details of our self-owned properties.

Number of parcel

Location of land Approximate GFA

(sq.m.)
Xitang, Zhejiang Province one 121,836.9
Maanshan, Anhui Province one 47,355.5
Jivjiang, Jiangxi Province two 58,780.3

We had obtained valid land use right certificates for these parcels of land. Our PRC Legal
Advisers confirmed that we have the valid land use rights on these four parcels and we are
entitled to occupy and use such parcels land.

Buildings
As at the Latest Practicable Date, we owned 23 building properties with an aggregate GFA

of approximately 92,822.8 sq.m. All these building properties are located on the parcels of land

owned by us. Below set out the details of our self-owned properties.

Approximate
Location GFA Usage
(sq.m.)
Xitang, Zhejiang 57,343.9 Production facility, research and development
Province centre (Cable Business) and office
Maanshan, Anhui 14,668.9  Production facility and office
Province
Jiujiang, Jiangxi 20,810.0 Production facility, research and development
Province centre (Prestressed Materials Business) and

office

Our PRC Legal Advisers confirmed that we hold the valid title certificates and we are
entitled to occupy and use such buildings.
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As at 31 December 2018, no single property interest forming part of our non-property
activities had a carrying amount of 15% or more of our total assets. Accordingly, we are not
required by Chapter 5 of the Listing Rules to value or include in this [REDACTED] any
valuation report of our property interests. As such, according to section 6(2) of Companies
(Exemption of Companies and Prospectuses from Compliance with Provisions) Notice (Chapter
32L of the laws of Hong Kong), this [REDACTED] is exempted from compliance with the
requirements of section 342(1)(b) under paragraph 34(2) of the Third Schedule to the
Companies (Winding Up and Miscellaneous Provisions) Ordinance, which requires us to
include a valuation report for all of our interests in land or buildings.

Leased properties

As at the Latest Practicable Date, we leased a total of five properties with an aggregate
GFA of 1,778.6 sq.m. in China. The leased properties are mainly used as offices. All leased
properties were leased from Independent Third Parties. Some of our leased properties with an
aggregate GFA of 1,190.0 sq.m. have not completed the filing and registration formalities to
register the lease agreements with the relevant government authorities as the lessors failed to
file the relevant registrations. In addition, as confirmed with the PRC Legal Advisers, certain
lease agreements were unable to be registered as we only rented certain portions of the
property. We will take all practicable and reasonable steps to ensure that the unregistered leases
are registered if possible. As advised by our PRC Legal Advisers, despite the leases not having
been registered with the relevant government authorities, they remain valid and legal under the
current PRC laws and regulations. According to the PRC Legal Advisers, there will be no
material financial and operational impact on the Group in respect of the lease agreements
which have not been registered. According to the Administrative Measures for Commodity
House Leasing ((Fidh 5 EHEEMAL)), we may be subject to an administrative penalty
ranging from RMB1,000 to RMB10,000 for the failure to register each of the relevant lease
agreements within a prescribed time period. As at the Latest Practicable Date, we had not been
subject to any administrative penalty for the failure to file and register the lease agreements.

INTELLECTUAL PROPERTY

As at the Latest Practicable Date, we are the registered owner of 151 patents. As at Latest
Practicable Date, we have 151 registered patents (109 from our Cable Business and 42 from our
Prestressed Materials Business) and two pending patent applications from our Cable Business,
of which three are registered overseas. Some of our patented technologies include the
following:

Cable Business

. Pre-shaping suspension cable (A E & R). We are the first to manufacture pre-shaping
suspension cable in the world in 2012. This new technology allowed certain cross-sections
of a suspension cable to be arranged in rectangular cross section instead of a traditional
hexagonal cross-section and thus reducing the difficulty in installation. With this
rectangular alignment, the suspension cable could be hauled over the pylon saddles to
form main cables more efficiently as each suspension cable can be bound closely under a
square-cross section and the stress-level of each suspension cable could be distributed
more evenly. By applying pre-shaping suspension cable, the number of construction days
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can be reduced significantly as less adjustment or fine tuning will be needed during
installation. The pre-shaping suspension cables were first introduced for constructing the
Oakland Bay Bridge in San Francisco, United States in 2013. Please refer to the section
headed “Business — Our Business — Cable Business — Bridge Cables — Simple
illustration of a suspension bridge” for the application of a suspension cable.

. Anti-rain and anti-wind induced vibration technology (BRI BEHMT). First to
introduce double helical fillet parallel wire strand in China in 2006.

. Inflatable stay cable sealed system (RRXRZEH RHF). An inflatable air sac capsule
can ensure the stability of the air pressure within a stay cable sealed system and enhance
the durability, stability and flexibility of the stay cable introduced in 2013.

. Smart cables (¥ #%). First to introduce smart cable by installing optic fibre in bridge
cables for real time tracking and monitoring the conditions of the bridge cables in China.

. Anti-corrosion technology (FF B8R ZRE: #li). An enhanced anti-corrosion technology on
stay cable.

. Fatigue resistance testing (FUIE %5 BIFE B T). First to pass fatigue test with two million
cycles at 250MPa stress range.

Prestressed Materials Business

] Galvanised prestressed wire re-processing technique (38 & 8l #% B il T T#). A technique
to improve and enhance the polishing efficiency of the galvanised prestressed products.

. Zinc-coated prestressed strand polishing technique for bridge cable ((F R E & H A&
i # X B 7). Introduced a polishing technique to improve the quality of zinc-coated
prestressed PC strand. This technique was awarded the 3rd class technology and
invention award by the Jiangxi Provincial government.

. Prestressed zinc-coated wires stabilisation production method (FAFE 1 $E ¥ 80 44 1ZR R
ELBEELEERE). Improved and enhanced the stabilisation production method for
zinc-coated prestressed wires in reducing waste and production efficiency.

. Galvanised prestressed wires production technique (SEF##ALEE TE). A technique to
reduce the failure rate in producing galvanised prestressed wires.

For further details of our intellectual property rights, please refer to the section headed
“Statutory and General Information — B. Further Information about our Business —
2. Intellectual property rights” in Appendix IV to this [REDACTED].

INTERNAL CONTROL AND RISK MANAGEMENT
Our Board is responsible for establishing our internal control system and reviewing its
effectiveness. We have established internal control measures and risk management systems

designed to provide reasonable assurance regarding the achievement of objectives relating to
operations, reporting and compliance.
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In preparation for the [REDACTED], we have engaged an external independent internal
control advisory firm to carry out an internal control review in September 2017 (and updated in
November 2018) according to the agreed scope, which covers (i) entity-level controls and
business process controls over financial closing and reporting, sales, purchases, inventory,
treasury, and general information technology controls; and (ii) a report to our Group on factual
findings and recommendations for improvement on our internal control system over the
abovementioned processes and procedures. Based on its review, no material deficiencies were
found during their review. As at the Latest Practicable Date, we have implemented the relevant
internal control measures based on the recommendation of the external internal control
consultant. After considering the enhancement measures implemented and the result of such
follow-up review, our Directors and the external independent control consultant are satisfied
that our internal control system is adequate and effective for our current operational

environment.

In order to monitor the possible risks we encounter in our operations, we have formed a
risk assessment committee for the management of risks within the Group. The main role of the
risk assessment committee was to (i) lead our Group’s strategic direction in the management of
our Group’s business risks; (ii) to monitor the implementation of a risk management
framework; and (iii) to review the effectiveness of the risk management framework.

Our internal audit department assists the risk assessment committee and reports any
identified risks during their internal audit. The finance department will also advise the risk
assessment committee on any financial risks and the operational risks. Upon collecting
findings, the risk assessment committee will then conduct analysis on the findings and devise
the appropriate strategies or action to transfer, avoid, minimise or transform such risks.

EMPLOYEES

As at the Latest Practicable Date, we had a total of 425 employees, of which 241 were
employed by our Cable Business and 184 by our Prestressed Materials Business. The following
table sets out the breakdown of our employees number by function:

Prestressed

Cable Materials

Function Business Business
Production and engineering 141 102
Management and administration 50 46
Sales and marketing 12 10
Procurement and warehousing 15 4
Research and Development 13 16
Quality control 10 6
Total 241 184
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During the Track Record Period and up to the Latest Practicable Date, we did not have
any significant difficulty in recruiting employees or use any recruitment agent in recruitment
nor had we faced any material labour disputes. During the Track Record Period and up to the
Latest Practicable Date, there had been no incidence of work stoppages, labour disputes,
claims, litigation, administrative action or arbitration relating to labour disputes that had
materially and adversely affected our operations.

Our recruitment policies for employees take into account a number of factors, including
our operational needs and the business strategies of our Group. Once an employee joined our
Group, he/she will undergo training including orientation where we will introduce our
corporate culture, history as well as safety guidelines. Specific job training which covers
management and professional skills will be provided in accordance with the roles and
responsibilities of the employee.

All of our employees are paid a fixed salary and the salary will be determined based on
the employees’ role, position, experience and work performance by an internal committee. We
regularly review compensation and benefit policies to ensure that our practices are in line with
market conditions and norms. We believe that this will allow us to compete with our
competitors and retain good human resources.

Social Insurance and Housing Providence Funds Contributions

Pursuant to applicable PRC laws and regulations, employers are required to make
contributions to, and employees are required to participate in, a number of social security
funds, including funds for basic pension insurance, basic medical insurance, unemployment
insurance, work-related injury insurance and maternity insurance and the housing provident
fund. For details, please refer to the section headed “Regulatory Overview” in this
[REDACTED].

During the Track Record Period, we had made all required contributions to the social
insurance and housing provident funds in accordance with all relevant laws and regulations.

During the Track Record Period and up to the Latest Practicable Date, we had not
received any complaints from our employees for insufficient contributions by us to any social
insurance or housing provident fund nor had we received any order or notice from the
regulatory authorities requesting contributions to any social insurance or housing provident
funds. As advised by our PRC Legal Advisers, as at the Latest Practicable Date, as confirmed by
the relevant competent government authorities, we were not subject to any administrative
penalties in relation to social insurance or housing provident funds.

ENVIRONMENTAL PROTECTION

We are subject to certain laws and regulations in relation to environmental protection
including those governing the prevention and control of water pollution, solid waste pollution,
atmospheric pollution and noise pollution. Please refer to the section headed “Regulatory
Overview” in this [REDACTED] for further information about these laws and regulations.

-172 -



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

BUSINESS

We have implemented comprehensive environmental protection measures to minimise
the impact of our production processes on the environment. We have a comprehensive internal
measures in order to govern the management of our treatment of waste, and environmental
protection. As part of our business development and future plans to cope with our expansion in
production scale and purchase of additional production equipment, we intend to purchase
additional environmental protection facilities such as waste treatment facilities including our
waste water treatment equipment in order to minimise the impact of our production process
and continue to comply with the existing laws and regulation in relation to environmental
protection. Please refer to the section headed “Future Plans and [REDACTED]” for details. As
advised by our PRC Legal Advisers, our existing environmental protection facilities have
obtained the relevant operation permissions as required as at the Latest Practicable Date, under
the relevant laws and regulations on environmental regulations, and as at the Latest Practicable
Date, as confirmed by the relevant competent government authorities, we were not subject to

any administrative penalties in relation to environmental protection matters.

During the Track Record Period and as at the Latest Practicable Date, we had not received
any notice or warning in relation to pollution in respect of our production, nor had we been
subject to any fines, penalties or other legal actions by government agencies in the PRC
resulting from any non-compliance with any environmental protection laws in the PRC and, so
far as our Directors are aware after making all reasonable enquiries, there was no threatened or
pending action by any PRC environmental government agencies in respect thereof.

OCCUPATIONAL SAFETY AND HEALTH MATTERS

We are subject to the Product Quality Law, PRC Labour Law and other relevant laws,
administrative regulations, national standards and industrial standards which stipulate the
requirements to maintain safe production conditions and to protect the occupational health of

employees.

We place a strong emphasis on adhering a safe and healthy working environment.
Pursuant to the occupational safety requirements, we require new employees to participate in
safety training to familiarise themselves with the relevant safety rules and procedures. Our
equipment and machinery are also maintained regularly to ensure they are safe to be operated.
We also implement safety measures at our production facilities to ensure compliance with
applicable regulatory requirements and to minimise the risk of injury for our employees. For
our Maanshan production site, we have been awarded by the State Administration of Work
Safety, third level work safety standardisation certificate in 2016.

During the Track Record Period and as at the Latest Practicable Date, we did not
experience any material or prolonged stoppages of production due to equipment failure and we
did not experience any severe accidents during our production process. As at the Latest
Practicable Date, as confirmed by the relevant competent government authorities, we were not
subject to any administrative penalties relating to occupational safety and health matters.
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INSURANCE

As at the Latest Practicable Date, we do not maintain insurance for all of our production
facilities or for all product liability. Any uninsured loss or damage to property, litigation,
business disruption or product liability claims may result us in incurring substantial costs or
diverting our resources. Please refer to the section headed “Risk Factors — Risks Relating to our
Business and Industry — We have limited insurance coverage and may incur losses resulting
from product liability claims, business interruption or natural disasters” in this [REDACTED].
Nonetheless, we believe that our insurance coverage is adequate and is in line with industry
practise. During the Track Record Period and as at the Latest Practicable Date, we have not had
any material claims or liabilities arising from any accidents relating to our operations, nor had
we experienced any material production interruptions or product liability incidents.

During the Track Record Period and as at the Latest Practicable Date, we had not made,
nor had we been the subject of, any insurance claims which are of a material nature to us.

LEGAL PROCEEDINGS

We may from time to time be subject to various legal or administrative proceedings
arising in the ordinary course of business, such as proceedings in respect of disputes with
suppliers or customers and labour disputes. During the Track Record Period and up to the
Latest Practicable Date, there were no material legal proceedings, regulatory inquiries or
investigations made or pending threatened against us.

INTERNATIONAL TRADE REGULATIONS

We may be subject to international trade regulations such as anti-dumping duties on
tariffs that may be imposed on our products. For example, in 2009, the European Commission
imposed anti-dumping measures on pre-and post-stressed wires and wire strands of non-alloy
steel originated from China in order to protect the prestressed materials manufacturers within
the European Union. Similar anti-dumping duties have been imposed in the United States for
prestressed wires and wire strands imported into the United States originating from China.
Since April 2018, the United States has been in a trade dispute with China and imposed various
tariffs on steel and aluminium imports from China which may affect our overseas sales if we
sell to the U.S. According to Frost & Sullivan, it is forecasted that these international trade
regulations will have limited impact on Chinese bridge cable and prestressed materials
manufacturers as these manufacturers mainly focused in selling within the Chinese market.
However, these international trade regulations may lead to downward pressure to the overall
Chinese economy, thus affecting the overall investment sentiment in infrastructure
construction. For the years ended 31 December 2016, 2017 and 2018, 4.1%, 3.8% and 2.4% of our
total revenue, respectively, were derived from overseas customers, which were mainly located
in Asian countries, which did not impose any tariffs and anti-dumping duties on our products.
Based on the geographic distributions of our sales during the Track Record Period, we believe
that existing international trade regulations will not have a material impact on us. For the risks
involved in relation to international trade regulations, please refer to the section headed “Risk
Factors — Risks Relating to our Business and Industry — We are subject to risks associated with
international trade regulations that may be imposed on our products”.
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REGULATORY COMPLIANCE

The below sets out the major licences held by our major operating subsidiaries as at the
Latest Practicable Date.

Licence/certificate Grant date Expiry date

Cable Business

Port Business Licence August 2017 September 2020
(8 17 5L8 AT )

Production Safety Permit October 2018 October 2021
(% 2 7 R ] )

Prestressed Materials Business

National Industrial Product March 2015 November 2020
Production Permit March 2016 March 2021
(B 36 ot AR 7 T )

Production Safety November 2016 November 2019

standardisation certificate

(2 AL )

As at the Latest Practicable Date, as advised by our PRC Legal Advisers, each of our PRC
subsidiaries had obtained the requisite governmental licences, permits and certifications and
renewals thereof which are necessary for its operations, and had complied, in all material
respects, with all applicable laws and regulations. We had not experienced any material
difficulty in renewing such certificates, permits and licenses during the Track Record Period
and up to the Latest Practicable Date, and we currently do not expect to have any material
difficulty in renewing them when they expire.
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OUR CONTROLLING SHAREHOLDERS

Upon the [REDACTED], Dr. Tang and Elegant Kindness will be the Controlling
Shareholders of our Company under the Listing Rules holding approximately [REDACTED] of
Shares immediately following the completion of the Capitalisation Issue and the [REDACTED]
(assuming the [REDACTED] is not exercised and without taking into account the Shares to be
issued upon exercise of the options under the Share Option Scheme).

Please refer to the section headed “Directors, Senior Management and Employees” in this
[REDACTED] for further information of Dr. Tang. Elegant Kindness is an investment holding
company with no business operation.

INFORMATION OF OTHER BUSINESSES OF OUR CONTROLLING SHAREHOLDERS
Excluded Business

Our Group principally engages in the Cable Business and the Prestressed Materials
Business. As at the Latest Practicable Date, other than the businesses of the Cable Business and
the Prestressed Materials Business carried out by the Group, our Controlling Shareholders and
their close associates also had interests in other companies as mentioned below (collectively,
the “Excluded Business”). These companies engage in businesses of different sectors from our

Group, and brief details of each of the companies are summarised as follows:

Approximate
percentage equity
holding of
our Controlling
Shareholders
and their close Principal activities of
Name of company associate(s) company Business scale of company
Shanghai Ossen 98% by Investment holding o As at 31 December 2017, the
Investment Dr. Tang"" and trading of company’s net asset value
commodity steel was approximately
products® RMB352.1 million and the
profits before tax for the
year ended 2017 was
approximately
RMB0.3 million

. As at the Latest Practicable
Date, the company
currently has
8 employees
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Approximate
percentage equity
holding of
our Controlling
Shareholders
and their close Principal activities of
Name of company associate(s) company Business scale of company
Innovation Material 52% by Research institute o As at 31 December 2017, the
Research Institute Shanghai Ossen engaged in company’s net asset value
Investment and materials research was approximately
48% by and trading of RMB242.3 million and the
Dr. Tang commodity steel profits before tax for the
products® year ended 2017 was
approximately
RMB19.5 million
. As at the Latest Practicable
Date, the company
currently has
14 employees
Ossen Group PRC 40% by Investment holding . As at 31 December 2017, the
Shanghai Ossen and trading of company’s net asset value
Investment, 30% by chemical products was approximately
Innovation Material RMB832.2 million and the
Research Institute, profits before tax for the
and 30% by year ended 2017 was
Dr. Tang approximately
RMB6.7 million

o As at the Latest Practicable
Date, the company
currently has
16 employees

-177 -



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

OF THIS DOCUMENT.

RELATIONSHIP WITH CONTROLLING SHAREHOLDERS

Name of company

Shanghai Push Medical

Device Technology
Co., Ltd.*
(3 o
BHEAIRA )
(“Push Medical
Device”)

Shanghai Aosheng
Industrial Co., Ltd.*
(iR
HIRA )

Shanghai Aosheng
Aviation Technology
Co., Ltd.*

(LI R 2 R
HIR )

Shanghai JES
Aerodynamic

Technology Co., Ltd.*
(b A 22 B S R

HIR )

(“JES Aerodynamic”)

Approximate
percentage equity
holding of

our Controlling
Shareholders

and their close
associate(s)

42% by
Dr. Tang®

51% by
Ossen Group PRC
and 49% by
Dr. Tang

51% by
Ossen Group PRC
and 49% by
Shanghai Aosheng

Industrial Co., Ltd.*

(LigRAEE
HIRRAD)

100% by Shanghai
Aosheng Aviation
Technology
Co., Ltd.*
(e BB A 2 B
HIRZF)

Principal activities of
company

Developing the
technology of,
manufacturing,
sales, importing
and exporting of
medical equipment

Investment holding
company

Investment holding
company

Design, developing
and sales of
aviation equipment
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Business scale of company

The company’s net asset
value as at 31 December
2017 was approximately
RMB30.9 million and the
profits before tax for the
year ended 2017 was
approximately
RMBO0.4 million

As at the Latest Practicable
Date, the company
currently has
29 employees

As the company is an
investment holding
company, it does not have
any business operations
nor carry out any
trading activities

As the company is an
investment holding
company, it does not have
any business operations
nor carry out any
trading activities

The company commenced its
business in February 2018
and it has very minimal
business trading activities
as of the date of
this [REDACTED]

As at the Latest Practicable
Date, the company
currently has
12 employees



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

RELATIONSHIP WITH CONTROLLING SHAREHOLDERS

Notes:
(1) Remaining 2% held by Mr. Zhou Xufeng, one of our executive Directors.
(2) The steel products traded by Shanghai Ossen Investment and Innovation Material Research Institute are

commodity products sold to trading companies, which are different from the highly processed
prestressed materials products manufactured and supplied by our Group.

(3) Remaining 58% held by individual shareholders engaged in the management of that company and not
involved in the management of our Group.

As shown above, the principal business of each company in the Excluded Business differs
from that of our Group, which principally engages in the Cable Business and the Prestressed
Materials Business. Due to differences in principal business activities, the Excluded Business is
not in competition directly or indirectly with those of our Group.

Our Directors have considered that it is not in the best interest of our Group to include the
Excluded Business in our Group for the purpose of [REDACTED] in order for our Group to
focus on the principal businesses of the Cable Business and the Prestressed Materials Business.

Dr. Tang’s role in the Excluded Business and our Group

Dr. Tang is the chairman of our Board and one of our executive Directors, and also has an
executive role in the Excluded Business (other than Shanghai Ossen Investment and Innovation
Material Research Institute). However, each of the operating companies in the Excluded
Business has its own board and management team.

The involvement and time required for Dr. Tang in the three operating companies in the
Excluded Business where he has an executive role, namely, Ossen Group PRC, Push Medical
Device and JES Aerodynamic, is limited. Dr. Tang is mainly responsible for strategic or future
development planning of these companies and the day-to-day management of these companies
is primarily handled by other members of their respective management team. Dr. Tang expects
that the business operation model of these companies will remain substantially the same going
forward.

On the other hand, our Company has a Board including three other executive Directors,
and a senior management team which are independent from that of the Excluded Business,
except for Mr. Zhou Xufeng, an executive Director of our Group and who is also a director of
Ossen Group PRC. Accordingly, although Dr. Tang will continue to fulfil an executive function
in both our Group and the aforementioned Excluded Business, each of our Group and the
Excluded Business has its own management team. Both our Group and the Excluded Business
have historically been managed in this manner and Dr. Tang considers that he will continue to
have sufficient capacity and time to discharge his duties as a director in both groups.

NO COMPETITION
Our Directors, including our independent non-executive Directors, are of the view that to
the best of their knowledge, belief and information, none of our Controlling Shareholders, our

Directors and none of their respective associates have interests in businesses which compete, or
are likely to compete, either directly or indirectly, with our business.
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INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Our Directors believe that our Group can function, operate and carry on our business
independently from our Controlling Shareholders and their respective associates based on the
following reasons:

Independence of management and directorship

Our Company has a Board and members of senior management that function
independently from our Controlling Shareholders and their respective associates. Our Board is
comprised of four executive Directors and three independent non-executive Directors. Our
senior management consists of four members. On the basis of the following reasons, our
Directors believe that our Directors and members of our senior management are able to manage
our business independently from our Controlling Shareholders:

(i)  with three independent non-executive Directors out of a total of seven Directors in
our Board, there will be a sufficiently independent view within our Board to
counter-balance any situation involving a conflict of interest and protect the
interests of our independent Shareholders;

(ii) all our executive Directors (other than Dr. Tang) and members of our senior
management are full-time employees of our Group and have, for the entire Track
Record Period, undertaken senior management supervisory responsibilities in our
business. This ensures the independence of the daily management and operations
of our Group from those of our Controlling Shareholders;

(iii) instances of actual or potential conflict have been minimised (by virtue of the Deed
of Non-Competition);

(iv) each of our Directors is aware of his/her fiduciary duties as a Director, which
require, among other things, that he/she acts for the benefit and in the best interests
of our Shareholders as a whole and does not allow any conflict between his/her
duties as a Director and his/her personal interests to affect the performance of
his/her duties as a Director;

(v) all of the businesses that are related to the operation of Cable Business and
Prestressed Materials Business held by our Controlling Shareholders have been
consolidated into our Group as part of our Reorganisation. Therefore, there is no
competition that would adversely affect the management independence of our
Group; and

(vi) a number of corporate governance measures are in place to avoid any potential
conflict of interest between our Company and our Controlling Shareholders, and to
safeguard the interests of our independent Shareholders. Please refer to the section
headed “Relationship with Controlling Shareholders — Corporate Governance
Measures”.
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Operational independence

Our Company makes business decisions independently. On the basis of the following
reasons, our Directors consider that our Company will continue to operate independently from
our Controlling Shareholders and other companies controlled by our Controlling Shareholders:

(i)  our Company does not rely on our Controlling Shareholders for any significant
amount of our revenue, product development, staffing or marketing and sales
activities;

(ii) our Group is the holder of all relevant licences material to the operation of our
business and has sufficient capital, equipment and employees to operate our
business independently;

(iii) our Company has our own administrative and corporate governance measures;

(iv) our Company has established a set of internal control procedures to facilitate the
effective operation of our business;

(v) we engage Independent Third Parties for the provision of all external services
required by our Group; and

(vi) we do not rely on our Controlling Shareholders for access to suppliers and
customers.

Financial independence

We have our own finance department and independent accounting systems. In addition,
our Group has sufficient capital to operate our business independently, and has adequate
internal resources to support our daily operations.

During the Track Record Period, Dr. Tang and his related parties have provided
guarantees to facilitate us to obtain credit facilities from various financial institutions. Please
refer to Note 28 of the Accountants’ Report in Appendix I to this [REDACTED]. In addition,
during the Track Record Period, the Group has given limited guarantees to various banks to
secure banking facilities granted to certain related parties which have all been released as of 31
December 2018. Please refer to Note 39 of the Accountants” Report. As at 31 March 2019, the
amount of utilised banking credit facilities, which comprise bank borrowings, bank acceptance
bills, guarantee letters and letter of credits, of our Group was approximately RMB1,195.8
million, of which approximately RMB132.6 million was secured by guarantees provided by Dr.
Tang and his related parties. Save for the amount of approximately RMB122.8 million to be
repaid using our [REDACTED] from the [REDACTED] within six months after the
[REDACTED], the remaining credit facilities guarantee provided by Dr. Tang and his related
parties will be settled or released prior to or upon the [REDACTED]. For details of the
settlement of the aforesaid credit facilities, please refer to the section headed “Future Plans and
[REDACTED]” in this [REDACTED]. Our Group has already made preliminary arrangements
for the repayment of the loans upon receiving such [REDACTED], including agreeing the
repayment with the lenders and preliminary arrangements for the remittance of the funds into
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China to make the repayment. The period of up to six months after [REDACTED] is simply to
allow for these remittance logistics. Given that (i) these RMB122.8 million of facilities comprise
only a relatively small portion of the total banking facilities granted to our Group as of 31
March 2019; (ii) our Group has adopted the above repayment arrangements and has given an
irrevocable instruction to our proposed [REDACTED] for receiving the [REDACTED] to apply
the [REDACTED] to repay the said RMB122.8 million of facilities; (iii) our Group will settle the
remaining credit facilities guaranteed by Dr. Tang and his related parties or replace the
guarantees with corporate guarantees provided by our Group’s entities prior to or upon
[REDACTED]; and (iv) has been able to obtain financing without credit support from Dr. Tang
and his related parties during the Track Record Period, our Board is of the view that our Group
would be able to obtain its own financing to support its business operations without undue
reliance on our Controlling Shareholders, their controlled entities or their respective associates
at the time of and after [REDACTED].

During the Track Record Period, we had unsecured and interest free borrowings from Dr.
Tang. Please refer to Note 29 of the Accountants” Report in Appendix I to this [REDACTED] for
details. Our Group plans to use part of the [REDACTED] from the [REDACTED] reserved for
working capital purposes to repay these loans upon [REDACTED].

NON-COMPETITION UNDERTAKING

Our Controlling Shareholders as covenantors (each a “Covenantor”, collectively, the
“Covenantors”) executed the Deed of Non-Competition in favour of our Company (for

ourselves and as trustee for and on behalf of our subsidiaries).

In accordance with the Deed of Non-Competition, each Covenantor undertakes that, from
the [REDACTED] and ending on the occurrence of the earliest of (i) the date on which the
Shares cease to be [REDACTED]; or (ii) the date on which the Covenantors cease to be a
Controlling Shareholder:

(i) Non-competition

He/she/it will not, and will use his/her/its best endeavours to procure any
Covenantor, his/her/its close associates (collectively, the “Controlled Persons”) and any
company directly or indirectly controlled by the Covenantor (the “Controlled
Company”) not to, either on his/her/its own or in conjunction with any body corporate,
partnership, joint venture or other contractual agreement, whether directly or indirectly,
whether for profit or not, carry on, participate in, hold, engage in, acquire or operate, or
provide any form of assistance to any person, firm or company (except members of our
Group) to conduct any business which, directly or indirectly, competes or is likely to
compete with the business of our Company or any of our subsidiaries in Hong Kong, the
PRC and such other places as our Company or any of our subsidiaries may conduct or
carry on business from time to time, including but not limited to the Cable Business and
the Prestressed Materials Business (the “Restricted Business”).
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The Deed of Non-Competition does not apply if the Controlled Persons and
Controlled Company in aggregate own any interest no exceeding five per cent of the
issued shares in any company conducting any Restricted Business (the “Relevant
Company”), and the Relevant Company is listed in any recognised exchange (as defined
under the SFO), notwithstanding that the business conducted by the Relevant Company
constitutes or might constitute competition with the business of our Company or any of
our subsidiaries, provided that (i) the shareholding of any one holder (and his/her/its
close associate, if applicable) in the Relevant Company is more than that of the Controlled
Persons and the Controlled Company in aggregate at any time; and (ii) the total number
of the relevant Covenantors’ representatives on the board of directors of the Relevant
Company is not significantly disproportionate with respect to his/her/its shareholding
in the Relevant Company.

(ii) New business opportunity

If any Covenantor and/or any Controlled Company is offered or becomes aware of
any business opportunity directly or indirectly to engage in or own a Restricted Business
(the “New Business Opportunity”):

(a) he/she/it shall within 10 days notify our Company of such New Business
Opportunity in writing and refer the same to our Company for consideration,
and shall provide the relevant information to our Company in order to enable

us to make an informed assessment of such opportunity; and

(b)  he/she/it shall not, and shall procure that his/her/its Controlled Persons or
Controlled Companies not to, invest or participate in any project and New
Business Opportunity, unless such project and New Business Opportunity
shall have been rejected by our Company and the principal terms of which
the Covenantor or his/her/its Controlled Persons or Controlled Companies
invest or participate in are no more favourable than those made available to

our Company.

A Covenantor may only engage in the New Business Opportunity if (i) a notice is
received by the Covenantor from our Company confirming that the New Business
Opportunity is not accepted and/or does not constitute competition with the Restricted
Business (the “Non-acceptable Notice”); or (ii) the Non-acceptance Notice is not received
by the Covenantor within 30 days after the proposal of the New Business Opportunity is
received by our Company.

Any Director who has an actual or potential material interest in the New Business
Opportunity shall abstain from attending (unless their attendance is specifically
requested by the remaining non-interested Director) and voting at, and shall not count
towards the quorum for, any meeting or part of a meeting convened to consider such New
Business Opportunity.
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Our Board (including our independent non-executive Directors) will be responsible
for reviewing and considering whether or not to take up a New Business Opportunity
referred by a Covenantor or Controlled Company or whether or not the New Business
Opportunity constitutes competition with the Restricted Business and such decisions will
be made by our Board (including our independent non-executive Directors). The factors
that will be taken into consideration by our Board in making the decision include whether
it is in line with the overall interests of our Shareholders.

In order to ensure the performance the above non-competition undertakings, the
Covenantors will:

(i)  in case of any actual or potential conflict of interest, abstain from attending
and voting at any meeting or part of any meeting convened to consider any
New Business Opportunity (unless their attendance is specifically requested
by the non-interested Directors), and shall not be counted towards the
quorum for such meeting;

(ii) as required by our Company, provide all information necessary for our
independent non-executive Directors for conducting annual examination
with regard to the compliance of the terms of the Deed of Non-Competition
and the enforcement of it;

(iii) procure our Company to disclose to the public either in the annual report of
the Company or issue a public announcement in relation to any decisions
made by our independent non-executive Directors with regard to the
compliance of the terms of the Deed of Non-Competition and the
enforcement of it and, where applicable, the reason(s) why any New Business
Opportunity referred to the Company by the Controlling Shareholders was
not taken up;

(iv) where the independent non-executive Directors shall deem fit, make a
declaration in relation to the compliance of the terms of the Deed of
Non-Competition in the annual report of our Company, and ensure that the
disclosure of information relating to compliance with the terms of the Deed of
Non-Competition and the enforcement of it are in accordance with the Listing
Rules; and

(v) that during the period when the Deed of Non-Competition is in force, fully
and effectually indemnify the Company against any losses, liabilities,
damages, costs, fees and expenses as a result of any breach on the part of such
Covenantor of any statement, warrant or undertaking made under this Deed
of Non-Competition.

The Deed of Non-Competition and the rights and obligations thereunder are
conditional upon (i) the Stock Exchange granting the [REDACTED], the Shares, as
described in this [REDACTED], and (ii) the [REDACTED] and dealings in the Shares on
Main Board taking place.
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CORPORATE GOVERNANCE MEASURES

Our

Company will adopt the following enhanced corporate governance measures to

avoid potential conflict of interests and safeguard the interests of our Shareholders as a whole:

(1)

(ii)

(iii)

(iv)

(v)

(vi)

(vii)

(viii

our Directors will comply with our Articles of Association, which require the
interested Director not to vote (nor be counted in the quorum) on any resolution of
the Board approving any contract or arrangement or other proposal in which
he/she or any of his/her respective close associates is materially interested;

our Director will ensure that any material conflict or potential conflict of interests
involving the Controlling Shareholders, our Directors and their respective close
associates will be reported to our independent non-executive Directors as soon as
practicable when such conflict or potential conflict is discovered and a Board
meeting will be held to review and evaluate the implications and risk exposure of
such event and will monitor any material irregular business activities;

in respective of the business opportunity involving any material potential conflict
of interests with the Controlling Shareholders, our Directors or their respective
close associates, our independent non-executive Directors will review all
information and documents in respect of the same;

we also have an established compliance department headed by Ms. Zhang Wei Wen,
our Director, to identify any material conflict or potential conflict of interests
involving the Controlling Shareholders, our Directors or their respective close
associates and conduct a review on the effectiveness of such internal control
measures on an half-yearly basis to ensure due compliance with the Deed of
Non-competition and execution of our conflict check mechanism;

our independent non-executive Directors will review, on an annual basis, the
compliance with the Deed of Non-competition in accordance with the Listing Rules;

our Company will disclose decisions on matters reviewed by our independent
non-executive Directors relating to compliance with and enforcement of the Deed
of Non-Competition in the annual reports or our Company or by way of
announcement;

all connected transactions between our Company and our connected persons will
be subject to annual review by our independent non-executive Directors as well as
the auditors of our Company;

) our Company has appointed a [REDACTED], which will provide advice and
guidance to our Group in respect of compliance with the applicable laws and
Listing Rules including various requirements relating to Directors’ duties and
internal control; and
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(ix) pursuant to the Corporate Governance Code and Corporate Governance Report set
out in Appendix 14 to the Listing Rules (the “CG Code”), our Directors, including
the independent non-executive Directors, will be entitled to seek independent
professional advice from external parties in appropriate circumstances at the costs

of our Company.

Our Company will comply with the CG Code which sets out principles of good corporate
governance in relation to, among others, Directors, the chairman and chief executive officer,
Board composition, the appointment, re-election and removal of Directors, their
responsibilities and remuneration and communications with our Shareholders. Our Company
will state in its interim and annual reports whether we have complied with the CG Code, and
will provide details of, and reasons for, any deviation from it in the corporate governance report

which will be included in our annual report.
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BOARD OF DIRECTORS

Our Board is responsible for and has general power over the management and conduct of
our business. As at the Latest Practicable Date, it consisted of seven Directors, including four
executive Directors and three independent non-executive Directors. Our Directors are
supported by our senior management in the day-to-day management of our business.

The table below sets forth information regarding our Board of Directors.

Time of Date of
joining appointment
Name Age Position the Group as a Director  Principal responsibility
Executive Directors
Dr. Tang Liang 51 Executive Director ~ February 2002 26 April 2017 ~ Overall management, corporate
(i75¢) and chairman of policy making and strategic
the Board planning of our Group’s
business operations
Mr. Zhou Xufeng 53 Executive Director ~ September 12 November Overall management, financial
(FEIfEIE) and chief executive 2010 2018 operation, internal
officer of our management of the Group
Company
Ms. Zhang 52 Executive Director ~ December 12 November = Overseeing the support
Weiwen 2010 2018 operations and internal
(RAEX) administration of the Group
Mr. Ni Xiaofeng 54 Executive Director ~ December 12 November Overall management, financial
(frmE ) 2007 2018 operation, internal
management of the Group
Independent non-executive Directors
Ms. Pan Yingli 63 Independent 24 April 24 April Providing independent
(G50 non-executive 2019 2019 judgement on the Group’s
Director strategy, performance,
resources and standard
conduct
Mr. Chen Dewei 63 Independent 24 April 24 April Providing independent
(1) non-executive 2019 2019 judgement on the Group’s
Director strategy, performance,
resources and standard
conduct
Mr. Zhang Bihong 43 Independent 24 April 24 April Providing independent
(#iaL) non-executive 2019 2019 judgement on the Group's
Director strategy, performance,
resources and financial
operations
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Executive Directors
Dr. Tang Liang

Dr. Tang Liang (¥35¢) (“Dr. Tang”), aged 51, is an executive Director and the chairman of
the Board. Dr. Tang was appointed as our Director on 26 April 2017 and re-designated as an
executive Director and chairman of the Board on 10 December 2018 respectively. Dr. Tang is
primarily responsible for overall management, corporate policy making and strategic planning
of our Group’s business operations.

Dr. Tang has more than 8 years of experience in Cable Business and 14 years of experience
in the Prestressed Materials Business. Prior to joining our Group, Dr. Tang first worked as an
officer of the enterprise management office at Baosteel Group Shanghai Ergang Co., Ltd.* (¥
L F g sH AR A from July 1988 to March 1993 and then promoted and worked as the
deputy director of the enterprise management office from March 1993 to November 1994. He
then served as the deputy head of the enterprise administrative division of the Shanghai
Municipal Metallurgical Industry Bureau (L 15 4 T3 5) from November 1994 to May 1998.
From May 1998 to May 2001, Dr. Tang served as an officer of the China Association of Social
Workers ("' EU#L & T/EH & €), previously known as China Union of Social Workers* (1 B4t &
TAEHH ). Thereafter, Dr. Tang served as the general manager of Innovation Material Research
Institute from May 2001 to April 2004 and since April 2004, Dr. Tang has served as the president
of Ossen Group PRC.

Dr. Tang currently holds positions at the subsidiaries of our Group as follows:

Name of subsidiaries Position Duration of Tenure

Ossen Group (Asia) Director February 2002 - present

Topchina Director November 2004 — present

Ossen (Jiujiang) Director April 2005 — present

Ossen Innovation Materials Chairman of the board of December 2007 — present
directors

Ossen Innovation Materials Director April 2010 — present

Group

Ossen Innovation® Chairman of the board of August 2010 — present
directors

Shanghai Pujiang Chairman of the board of March 2012 — present
directors

Ossen Group HK Director September 2016 — present

Acme Innovation Director May 2018 — present

Top Innovation Director May 2018 — present

Shanghai Xiong Ao Chairman of the board of June 2018 - present
directors

Note:

(1) Ossen Innovation is a company listed on NASDAQ (stock code: OSN).
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Dr. Tang has also been appointed as the chairman of the board of directors of Ossen
Innovation, a company listed on NASDAQ (stock code: OSN) from August 2010 to September

2017.

Dr. Tang previously received awards and held or currently holds positions from or at

various organisations as follows:
Name of organisations

CPC Shanghai Municipal
Committee Organisation
Department* (3t b ifg i &
#1%%7) and Shanghai Human
Resources and Social Security
Bureau* (¥ A J) &R FIAL &
R B )

United Front Work Department of
the Central Committee of the
Communist Party of China
(PEIIGE R R % B g4 AR
TAE#F) and the All-China
Federation of Industry and

Commerce (H1# 45 T

e

Name of organisation

National Committee of the
Chinese People’s Political
Consultative Conference
(BN BB 1 78 o ok 4
ZE®)

All-China Chamber of Industry
and Commerce (' B [ ] 7 )

National People’s Congress
of the PRC (" # A RO36 Al 4 B
NI TN

Award Year of award

Shanghai Leader for the year of
2009* (20094F L ¥ S # A )

January 2010

Top 100 Outstanding Chinese October 2018
Private Entrepreneurs at

the 40th Anniversary of China’s

Reform and Opening-up*

(PR P40 1001 Be Bt s (9 A 490)

Duration of

Position Tenure
Member of the 12th March 2013 -
National Committee of March 2018

the Chinese People’s Political
Consultative Conference

November 2017 -
November 2022

Vice President

Member of the 13th National
People’s Congress

March 2018 -
March 2023

Dr. Tang graduated from Shanghai University in the PRC, previously Shanghai
University of Technology, with a Bachelor’s degree in Metallurgy and Materials Engineering
(Metal Pressure Processing discipline) in July 1988. He then obtain a Master of Business
Administration degree jointly organised by Peking University in the PRC and Fordham
University in the USA in May 2002, and obtained a Doctoral degree in World Economics from
East China Normal University in the PRC in July 2007.
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Dr. Tang was a director, legal representative, general manager and/or legal
representative of the following companies which were incorporated in Hong Kong or in the
PRC and were dissolved by way of deregistration, and the relevant details are as follows:

Place of

Company name incorporation = Remark

Beijing Zhongdian Ossen ~ PRC Dr. Tang was the vice chairman of this
Mobile Communication company, which was dissolved by way
Technology Company of deregistration in the PRC on 29
Limited* October 2008 as this company ceased
(At 5t o B RS Bl to carry on any business. As confirmed
FHEA PR 2w by Dr. Tang, this company was solvent

at the time when it was deregistered
and he is not aware of any actual or
potential claim that has been or will be
made against him or this company as a
result of such deregistration.

Shanghai Jingxin PRC Dr. Tang was an executive director, the
Investment Company general manager and the legal
Limited* representative of this company, which
(EERUHBCE A PR ) was dissolved by way of deregistration

in the PRC on 29 June 2011 as this
company ceased to carry on any
business. As confirmed by Dr. Tang,
this company was solvent at the time
when it was deregistered and he is not
aware of any actual or potential claim
that has been or will be made against
him or this company as a result of such
deregistration.

Ossen Group Co., Hong Kong Dr. Tang was the director of this
Limited company. This company was dissolved
(RS A BRA R by way of deregistration in Hong Kong

on 29 June 2012. As confirmed by Dr.
Tang, the said company was dormant,
solvent and had no trading activity at
the time when it was deregistered and
he is not aware of any actual or
potential claim that has been or will be
made against him or this company as a
result of such deregistration.

Note:

(1) Ossen Group Co., Limited (HE&4E [ 4B /A 7)) had the same name as Ossen Group HK.
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Mr. Zhou Xufeng

Mr. Zhou Xufeng (JAJEIE) (“Mr. Zhou”), aged 53, is an executive Director and chief
executive officer of our Company. Mr. Zhou was appointed as our Director on 12 November
2018 and re-designated as an executive Director and chief executive officer of the Company on
10 December 2018 respectively. Mr. Zhou is primarily responsible for overall management,
financial operation, internal management of the Group.

Mr. Zhou has more than 25 years experience in the bridge cable industry. Prior to joining
our Group, Mr. Zhou worked in Shanghai Machine Tools Plant Company Limited* (| # K Jik
AW, previously known as Shanghai Machine Tools Plant* (LI #JKK) as an office
manager from September 1989 to May 2004.

From May 2004 to November 2010, he served as the chief executive officer of Ossen Group
PRC and since May 2004, he has been its director.

Mr. Zhou previously held or currently holds positions at the subsidiaries of our Group as

follows:
Name of subsidiaries Position Duration of Tenure
Shanghai Pujiang Director September 2010 — present
General manager December 2010 — present
Chairman of the board of December 2010 -
directors March 2012
Zhejiang Pujiang Director December 2010 -
May 2012
Shanghai Pujiang Cable Director and general July 2011 -
Installation Engineering manager March 2012

Mr. Zhou graduated from Shanghai Television University with a diploma in Business
Administration in July 2005.

Ms. Zhang Weiwen
Ms. Zhang Weiwen (4/#30) (“Ms. Zhang”), aged 52, was appointed as our Director on 12
November 2018 and re-designated as an executive Director of our Company on 10 December

2018. Ms. Zhang is primarily responsible for overseeing the support operations and internal
administration of the Group.
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Ms. Zhang has more than 15-year experience in administrative management. Prior to
joining our Group, Ms. Zhang worked as a secretary to the general manager of Shanghai Ezaki
Glico Foods Co., Ltd. (L iLIgi#E /1 & 5 A BR/A Hl), previously known as Shanghai Glico
Foods Co., Ltd. (L4 i/ HiE & A R Al), from October 1997 to November 1999. She then
worked as an executive assistant to the general manager of SINKO Air Conditioning Equipment
Co., Ltd. (18 %2 s s 4 A BR A7) from December 1999 to July 2010. Since November
2010, she has then been employed as an Administrative Manager of Ossen Group PRC. She

joined the Group as and has been director of Shanghai Pujiang since December 2010.

Ms. Zhang obtained a Degree of Master in Fisheries Science from Tokyo University of
Fisheries in March 1994.

Mr. Ni Xiaofeng

Mr. Ni Xiaofeng (fiill5£l%) (“Mr. Ni”), aged 54, was appointed as our Director on 12
November 2018 and re-designated as an executive Director of our Company on 10 December
2018. Mr. Ni is primarily responsible for overall management, financial operation, internal

management of the Group.

Mr. Ni has more than 20 years experience in the prestressed materials industry. Prior to
joining the Group, Mr. Ni worked at Shanghai Machinery Manufacture Art And Craft Institute
Company Limited* (L im0 E T 2055 I A /A 7)), previously known as Shanghai
Machinery Manufacture Art And Craft Institute* (B R %E TEWFFEIT), as an engineer
specialising in metal materials and heat processing in November 1993 and was later promoted
as a production manager from January 1995 to October 1999.

From June 2001 to December 2010, Mr. Ni worked as the technical director of Innovation
Material Research Institute. Since December 2007, Mr. Ni has been appointed as a director of
Ossen Innovation Materials. He also served as its deputy general manager from December 2007
to January 2011, and was promoted to its general manager since January 2011. Since July 2009,
Mr. Ni has also been appointed as a director of Ossen (Jiujiang).

Mr. Ni has remarkable achievements and accomplishments in respect of his specialisation in
metal materials engineering. Mr. Ni received the Shanghai Technology Leader* (i HiFHZ R Lx)
award in October 2008. He also participated in the editing and reviewing of several practical
guidebooks, including “Simplified Aluminium Alloy Manual*” ({fij#$s G & F)), and
“Metallographic Analysis Theory and Techniques*” ({4AHZ>#7 5B S 4%1M7)). His essays about
manufacturing of zinc-coated strands for large-span cable-stay bridges and the research and
development of zinc-coated wires for cables of large-span bridges were awarded the second prize (—
Z£4%) and the first prize (—%#£) by China Metal Industry Techniques Exchange Society* (7 [F < & %
AT EHMIE B A E) in May 2011 and 2012 respectively.

Mr. Ni graduated from University of Science And Technology Beijing with a Bachelor’s
degree in Metal Materials Science and Engineering in December 1989.
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Independent non-executive Directors
Ms. Pan Yingli

Ms. Pan Yingli (#3<) (“Ms. Pan”), aged 63, was appointed as an independent
non-executive Director on 24 April 2019. Ms. Pan is responsible for providing independent
judgement on the Group’s strategy, performance, resources and standard conduct.

Ms. Pan worked as a lecturer in Economics at East China Normal University from July
1984 to December 1990. She then worked as its associate professor in Finance at from January
1991 to December 1993 and has been promoted to its professor in Finance from January 1994 to
October 2005, during which Ms. Pan also served as a tutor of doctorate candidates in Finance
from January 1996 to October 2005 and has been appointed as its tenured professor since
December 2002.

Since November 2005, Ms. Pan has been a professor in Finance and tutor of doctorate
candidates in Finance at Antai College of Economics and Management of Shanghai Jiaotong
University. Since March 2011, Ms. Pan has also served as the director of Research Centre for
Modern Finance at Shanghai Jiaotong University. Ms. Pan has also served as the chief expert of
Pan Yingli Studio of the Decision-making Consultation Research Base of Shanghai Municipal

Government* (_F i 7 BUR P35 5 s UF 7% 2 9% 95 B8 TAFE %) since June 2015.

Prior to joining our Group. Ms. Pan was appointed as an independent supervisor of China
Shipping Container Lines Company limited, a company listed on Hong Kong Stock Exchange
(stock code: 2866) from March 2004 to June 2013. She has also been appointed as an independent
director of Ossen Innovation, a company listed on NASDAQ (stock code: OSN), since August
2010. She has also been appointed as an independent non-executive director of China
Merchants Bank, a company listed on Hong Kong Stock Exchange (stock code: 3968) since
November 2011.

Ms. Pan obtained a Bachelor’s degree in Economics from East China Normal University in
the PRC in September 1982, a Master’s degree in Economics from Shanghai University of
Finance and Economics in the PRC in April 1985, and a Doctoral degree in Economics from East
China Normal University in the PRC in September 1992.

Mr. Chen Dewei

Mr. Chen Dewei (Bif&f#) (“Mr. Chen”), aged 63, was appointed as an independent
non-executive Director on 24 April 2019. Mr. Chen is responsible for providing independent
judgement on the Group’s strategy, performance, resources and standard conduct.

Prior to joining our Group, Mr. Chen worked as an assistant engineer of Shanghai
Municipal Engineering Design General Institute (Group) Company Limited* (_ i 7 Bl L% &% 5t
WHIE A BE (SE M) AR A F]) from January 1983 to September 1983. He then joined Tongji
University as a lecturer and a researcher in Bridge Engineering in May 1986 to January 1994. He
worked as an associate professor in Bridge Engineering at Tongji University from January 1994
to June 2003. Since June 2003, he has been a professor and a tutor of doctorate candidates in
Bridge Engineering at Tongji University.
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Mr. Chen joined our Group as an independent director of Shanghai Pujiang since April
2014.

Mr. Chen graduated from Tongji University with a Doctoral degree in engineering in
March 1991.

Mr. Zhang Bihong

Mr. Zhang Bihong (3&5554) (“Mr. Zhang”), aged 43, was appointed as the independent
non-executive director of the Company on 24 April 2019. He is responsible for providing
independent judgement on the Group’s strategy, performance and financial operation.

Mr. Zhang has more than 15 years of experience in the areas of auditing and taxation. He
is currently a certified tax agent in China as accredited by China Certified Tax Agents
Association in June 2000. He is also a certified accountant in China as accredited by the Chinese
Institute of Certified Public Accountants in December 2003. Prior to joining our Group, Mr.
Zhang served as a senior manager at Inner Mongolia Zhong Tian Hua Zheng Accounting Firm
(NEH P R#EEGFHIFH T from September 1995 to September 2005 and was a senior
manager at BDO-Reanda Xin Public Accountants (F|% % & 5t fliF 55 T) from October 2005 to
July 2008. He was a partner of Zhong Cheng Xin An Rui (Beijing) Accounting Firm (" {5 % Hi
(dbae) €&t R ) from August 2008 to October 2009.

Mr. Zhang also served as a director and the chief financial officer of Aoxin Tianli Group,
Inc., previously known as Tianli Agritech, Inc. (‘¥ #FHL#EA R A F), a company listed on
NASDAQ (Stock Code: ABAC), from January 2010 to April 2012. Mr. Zhang then joined
Honworld Group Limited (ZfEAIEER AR F]), a company listed on the main board of the
Hong Kong Stock Exchange (Stock Code: 2226) in 2012 and was later appointed as its
non-executive director from December 2013 to June 2016.

Mr. Zhang graduated from Inner Mongolia Agricultural College with a diploma in
economics (accounting) in July 1995.

General disclosure

Save as disclosed in the sections headed “Relationship with Controlling Shareholders”
and “Statutory and General Information” in Appendix IV to this [REDACTED] and above, each
of our Directors (i) did not hold other positions in our Company or other members of our Group
as at the Latest Practicable Date; (ii) had no other relationship with any Directors, senior
management or substantial or Controlling Shareholders of our Company as at the Latest
Practicable Date; and (iii) has not held any directorship in any other public companies the
securities of which are listed on any securities market in Hong Kong or overseas in the three
years immediately prior to the Latest Practicable Date. Immediately following completion of
the [REDACTED] and the Capitalisation Issue, save as disclosed in the section headed
“Substantial Shareholders” in the [REDACTED], each of our Directors will not have any
interest in the Shares within the meaning of Part XV of the SFO.
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Save as disclosed above, to the best of the knowledge, information and belief of our
Directors having made all reasonable enquiries, there are no other matters with respect to the
appointment of our Directors which need to be brought to the attention of our Shareholders and
there was no information relating to our Directors that is required to be disclosed pursuant to
Rules 13.51(2)(h) to (v) of the Listing Rules as at the Latest Practicable Date.

None of our Directors or any of their respective associates had interests in any other
companies as at the Latest Practicable Date that may, directly or indirectly, compete with our
business and would require disclosure under Rule 8.10 of the Listing Rules.

SENIOR MANAGEMENT
The table below sets forth information regarding our senior management of the Group.

Time of joining

Name Age Position the Group Principal responsibility
Mr. Luo Guogiang 65 Deputy general manager September 1994  Overseeing technology development,
(BT and chief engineer of design and advancement, as well as
Shanghai Pujiang quality control and maintenance of

products of Shanghai Pujiang

Mr. Xu Haoming 63 Director and deputy November 1989 Overseeing sales and marketing
(TR general manager of function of Shanghai Pujiang
Shanghai Pujiang
Mr. You Shengyi 60 Chief engineer of Ossen  April 1994 Overseeing technology research and
(&) (Jiujiang) development of Ossen (Jiujiang)
Mr. Li Gang (Hl) 55 Deputy general manager July 1991 Production management of
of Shanghai Pujiang Shanghai Pujiang

Mr. Luo Guogqiang

Mr. Luo Guogiang (£ Bl 51) (“Mr. Luo”), aged 65, joined our Group in September 1994 and
has been the deputy general manager and the chief engineer of Shanghai Pujiang since then. Mr.
Luo is responsible for technology development, design and advancement, as well as quality
control and maintenance of products of Shanghai Pujiang.

Mr. Luo has more than 30 years of experience in and the bridge industry. Prior to joining

our Group, Mr. Luo worked as an engineer at Shanghai Cable Research Institute* (I & & % #ff 7%
fIT) from August 1982 to July 1994.
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Mr. Luo has obtained a number of professional qualifications and held or currently holds
positions in the various organisations as follows:

(i)  an Engineer, Senior Engineer and Professor-grade Senior Engineer as accredited by
the National Mechanical Industry Bureau* (B Z### L3 J5)), previously known as
Ministry of Mechanical Industry of the People’s Republic of China* (H' 3 A\ R AL A
#eb T2EFT), in January 1993, July 1995 and June 1999 respectively;

(ii) a council member of the 6th and 7th committee of the Bridge and Structural
Engineering Sub-division of the China Civil Engineering Society* ("' A& T 25
TG S 451 T 7€) appointed in December 2002 and June 2006 respectively, as
well as an executive council member of its 8th committee appointed in June 2010;

(iii) a council member of the 4th, 5th, 6th and 8th Wind Engineering Committee of the
Bridge and Structural Engineering Sub-division of the China Civil Engineering
Society* (1Bl £ AR THREL @GR S 451 TR 7> & A T2 % B ®) appointed in October
2004, October 2005 and August 2009 and August 2017 respectively;

(iv) a council member of the 5th and 6th committee of the Bridge and Structural
Engineering Sub-division of the China Highway and Transportation Society* ("' [
O\ BREL A KRR A 45 T2 €) appointed in January 2001 and January 2005, and an
executive council member of its 7th and 8th committee appointed in June 2011 and
June 2016 respectively; and

(v) currently an associate member of Cable Stayed Bridge Committee of the
Post-Tensioning Institute.

Mr. Luo obtained a Bachelor’s degree in Mechanical Engineering from Shenyang
University of Technology, previously known as Shenyang Electromechanical School* (% [ #% &
EB), in the PRC in July 1982.

Mr. Xu Haoming

Mr. Xu Haoming (#&{##]) (“Mr. Xu”), aged 63, joined our Group in November 1989 and
has been the deputy general manager of Shanghai Pujiang since then. Since December 2007, Mr.
Xu has been approved as a Supervisor of Shanghai Pujiang. Since September 2012, Mr. Xu has
also been appointed as a director of Shanghai Pujiang. Mr. Xu is responsible for overseeing sales
and marketing function of Shanghai Pujiang.

Mr. Xu has more than 30 years of experience in the bridge cable industry. Prior to joining
to our Group, Mr. Xu worked as an auditor at Shanghai Cable Research Institute* (I & & & 7%
) from March 1981 to November 1989.

Mr. Xu was accredited as Senior Engineer by the National Mechanical Industry Bureau*
(B X #eh T2 /7)), previously known as the Ministry of Mechanical Industry of the People’s
Republic of China* (" # A RN AR T3 EE), in April 1998.

Mr. Xu graduated from Shanghai Television University with a diploma in Auditing in July
1989.
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Mr. You Shengyi

Mr. You Shengyi (Iif#3) (“Mr. You”), aged 60, joined our Group as deputy general
manager of Ossen (Jiujiang) from April 1994 to April 2005. Since May 2005, Mr. You worked as
the chief engineer of Ossen (Jiujiang). Mr. You is responsible for technology research and
development of Ossen (Jiujiang).

Mr. You has more than 20 years of experience in the prestressed materials industry, in which he
has made remarkable achievements. Mr. You participated in editing several National Standards of the
PRC (3 AR ILAE B Z 85 1E), including “Hot-dip galvanised steel wires for bridge cables” (i
BRI PESHM AL )), “Hot-dip galvanised steel strand for prestress” (T ME 1 #4HE $F 8 %2 4% ))
and “High strength steel wire strand for building structures” (CESE&5HEH & 98 ML A1)
issued by The General Administration of Quality Supervision, Inspection and Quarantine of the
PRC (93 A\ R I3 B 8 & BB AR B A2 48)%) and the Standardisation Administration of the
PRC (HEIEZFEELEHZ B ®) in August 2008, December 2016 and February 2017
respectively. Mr. You is also one of the editors of International Organization for Standardization
(ISO) 19203:2018 “Hot-dip galvanized and zinc-aluminium coated high tensile steel wire for
bridge cables — Specifications” (iR %2R ) A9 8% I 95 8% & & 4% — EYE)), which was
published in May 2018. Mr. You also received a special subsidy from the State Council of the
PRC in December 2016 for his outstanding contribution to the manufacturing industry. Mr. You
was awarded the National May 1st Labour Medal* (% 7L — 458 # %) by the Chinese National
Federation of Trade Unions* ("' # 2 B # T.€) in April 2019.

Mr. You was accredited as a Professor-grade Senior Engineer by the Job Title Office of
Jiangxi Province* (VLVH &M T/EHA %), the PRC in May 2009. Mr. You also was also
appointed as a Committee of the 7th National Council* (%L /E2EMHEFHFE) of China
Innovation Commission* (1B ¥ W17 &) in April 2018.

Mr. You obtained a Bachelor’s degree in Metallurgy from Jiangxi University of Science
and Technology (VLVGH T K %), previously known as Jiangxi Metallurgy Institute* (VL7445
Bt) in the PRC in August 1982.

Mr. Li Gang

Mr. Li Gang (%) (“Mr. Li”), aged 55, joined our Group in July 1991 and has been the
deputy general manager of Shanghai Pujiang since then. Mr. Li is responsible for production
management of Shanghai Pujiang.

Mr. Li has more than 30 years of experience in the bridge cable industry. Prior to joining
Ee

our Group, Mr. Li worked as an engineer at Shanghai Cable Research Institute* (I 1 & S/ 7%
JIF) from July 1984 to July 1991.

Mr. Li was accredited as a Senior Engineer by the then Ministry of Mechanical Industry of
the People’s Republic of China* ("h# NRILH B T35), later known as the National
Mechanics and Electronics Industry Bureau* (H# & 7 T3 /)5), in April 1999.

Mr. Li obtained a Bachelor’s degree in Production Process Automation from East China
University of Science and Technology, previously known as East China Chemical Industry
Institute* (FEH L TEBE) in the PRC in June 1992.
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General disclosure

Save as disclosed as above, each of our senior management had no other relationship with
any Directors, senior management or substantial or Controlling Shareholders of our Company
as at the Latest Practicable Date and has not held any directorship in any other public
companies the securities of which are listed on any securities market in Hong Kong or overseas
in the three years immediately prior to the Latest Practicable Date.

COMPANY SECRETARY

Ms. Choy Yee Man (%:#i ), aged 51, was appointed as our company secretary on 28
November 2018. Ms. Choy is a director of corporate services of Tricor Services Limited, a global
professional services provider specialising in integrated business, corporate and investor

services.

Ms. Choy has over 20 years of experience in the corporate services field. She has been
providing professional corporate services to Hong Kong listed companies and real estate
investment trusts (including dual listed companies and dual listed real estate trust) as well as
multinational, private and offshore companies. Her expertise extends from corporate advisory
and regulatory compliance, corporate restructuring to dissolution of companies. Ms. Choy is
currently the joint company secretary of two companies listed on The Stock Exchange of Hong
Kong Limited, namely, Bestway Global Holding Inc. (48 B F5 45 A7 FR A ) (stock code: 3358)
and A-Living Services Co., Ltd. (stock code: 3319). She was also the assistant company secretary
of KAZ Minerals PLC (stock code: 847), which was delisted on 1 August 2018.

Ms Choy is a Chartered Secretary and a fellow member of both The Hong Kong Institute
of Chartered Secretaries and The Institute of Chartered Secretaries and Administrators in the
United Kingdom. Ms. Choy holds a bachelor of arts degree in accountancy from City
Polytechnic of Hong Kong (now known as City University of Hong Kong).

COMPLIANCE WITH CORPORATE GOVERNANCE CODE

We have adopted the Corporate Governance Code and Corporate Governance Report as
set out in Appendix 14 to the Listing Rules (the “Corporate Governance Code”) and have
complied with the applicable Listing Rules.

BOARD DIVERSITY

We recognise and embrace the benefits of having a diverse Board to enhance our Board’s
performance and to achieve a sustainable and balanced development. Our Board has adopted a
board diversity policy which sets out the approach to achieve and maintain its diversity. The
board diversity policy provides that selection of Board candidates should be based on a range of
different considerations, including but not limited to professional experience, skills, gender,
age, cultural and educational background, ethnicity and length of service. The ultimate
selection of Board candidates will be based on merit and potential contribution to our Board
with reference to the board diversity policy as a whole.
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Our Board comprises of seven members, including four executive Directors and three
independent non-executive Directors. Our Directors obtained diplomas in various disciplines,
including economics, business administration, metal materials science and engineering. They
also have a balanced mix of professional experience and industry background, including
experience and industry background in cable business, prestressed materials business,
administrative management, metal materials engineering, auditing and taxation. Further, their
ages range widely from 43 to 63. Two out of seven of the existing members of the Board are
female.

After the [REDACTED], the nomination committee of our Board will review the board
diversity policy and its implementation from time to time to ensure its continued effectiveness.
We will disclose the implementation of the board diversity policy in our corporate governance
report on an annual basis after the [REDACTED].

BOARD COMMITTEES
Pursuant to a resolution of our Directors passed on 24 April 2019, we have established an

audit committee, a remuneration committee and a nomination committee. The memberships of
our Directors in each of the committees are set out below:

Audit Remuneration Nomination
Directors Position Committee Committee Committee
Mr. Chen Dewei Independent v v v (Chairman)
non-executive
Director
Ms. Pan Yingli Independent v v (Chairman) v
non-executive
Director
Mr. Zhang Bihong Independent v (Chairman) v v

non-executive
Director

Audit committee

We established an audit committee on 24 April 2019 with its written terms of reference in
compliance with the Listing Rules. The primary duties of the audit committee are mainly to
make recommendation to the Board on the appointment and removal of external auditor;
monitor the integrity of the financial statements, annual reports and interim reports and review
significant financial reporting judgments contained in them; and oversee financial reporting
system, risk management and internal control procedures. Our audit committee consists of
three members who are Mr. Zhang Bihong, Mr. Chen Dewei and Ms. Pan Yingli, all being our
independent non-executive Directors. Mr. Zhang Bihong is the chairman of the audit
committee.
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Remuneration committee

We established a remuneration committee on 24 April 2019 with its written terms of
reference in compliance with the Listing Rules. The primary duties of the remuneration
committee are mainly to make recommendation to our Board on the overall remuneration
policy and structure relating to all Directors and senior management of our Group; review
remuneration proposals of the management with reference to our Board’s corporate goals and
objectives; and ensure none of our Directors or any of their associates determine their own
remuneration. Our remuneration committee consists of three members who are Ms. Pan Yingli,
Mr. Chen Dewei and Mr. Zhang Bihong, all being our independent non-executive Directors. Ms.

Pan Yingli is the chairman of the remuneration committee.
Nomination committee

We established a nomination committee on 24 April 2019 with its written terms of
reference in compliance with the Listing Rules. The primary duties of the nomination
committee is to review the structure, size, composition and diversity of our Board and make
recommendations to our Board on the selection of individuals nominated for directorships,
appointment or re-appointment of Directors and succession planning for Directors. Our
nomination committee consists of three members who are Mr. Chen Dewei, Ms. Pan Yingli and
Mr. Zhang Bihong, all being our independent non-executive Directors. Mr. Chen Dewei is the
chairman of the nomination committee.

EMPLOYEES

Please refer to “Business — Employees” for further information in relation to our

employees and their benefits.
REMUNERATION POLICY

Our Directors and senior management receive compensation in the form of salaries,
benefits in kind and discretionary bonuses related to the performance of us. We also reimburse
them for expenses which are necessarily and reasonably incurred for providing services to us or
executing their functions in relation to our operations. We regularly review and determine the
remuneration and compensation package of our Directors and senior management, by reference
to, among other things, market level of salaries paid by comparable companies, the respective

responsibilities of our Directors and the performance of us.

Remuneration packages of our employees usually comprise, among other things, salaries,
contribution to pension schemes and allowances. We regularly review and determine the
remuneration and compensation package of our employees by reference to, among other things,
their performance, qualifications and respective responsibilities.
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DIRECTORS” AND SENIOR MANAGEMENT’S REMUNERATION DURING THE TRACK
RECORD PERIOD

For the years ended 31 December 2016, 2017 and 2018, the aggregate remuneration paid
and benefits in kind granted to our Directors by our Group was approximately nil, nil and
RMB52,000, respectively. For the years ended 31 December 2016, 2017 and 2018, the aggregate
remuneration paid and benefits in kind by our Group to the senior management is
approximately RMB532,000, RMB541,000 and RMB454,900, respectively. For the years ended 31
December 2016, 2017 and 2018, the aggregate remuneration paid and benefits in kind granted to
our five highest paid individuals, including one of our Directors'”), was approximately
RMB826,000, RMB823,000 and RMB828,000, respectively.

Note:

1) The Director had not yet been appointed as our Director during the Track Record Period and accordingly did not
receive remuneration as Director. The remuneration and benefit in kind were paid to the Director in respect of
his directorship and management roles in a subsidiary.

Save as disclosed in this [REDACTED], no other emoluments have been paid, or are
payable, by us to our Directors or senior management or the five highest-paid individuals as an
inducement to join or upon joining our Group or as compensation for loss of office in respect of
the years ended 31 December 2016, 2017 and 2018. There was no arrangement under which a
Director waived or agreed to waive any remuneration during the same period.

Under the arrangements currently in force, we estimate that the aggregate remuneration
payable to, and benefits in kind receivable by, our Directors and the senior management for the
year ended 31 December 2019 will be approximately RMB2,203,000.

For additional information on Directors’ remuneration during the Track Record Period as
well as information on the highest paid individuals, please refer to the Accountants’ Report set
out in Appendix I to this [REDACTED].

SHARE OPTION SCHEME

We have conditionally adopted the Share Option Scheme on 24 April 2019. For details of
the Share Option Scheme, please refer to the section headed “Statutory and General
Information — D. Share Option Scheme” in Appendix IV to this [REDACTED].

[REDACTED]

We have appointed [REDACTED] as our [REDACTED] pursuant to Rule 3A.19 of the
Listing Rules. Pursuant to Rule 3A.23 of the Listing Rules, the [REDACTED] will advise our
Company on the following matters:

(a) Dbefore the publication of any regulatory announcement, circular or financial report;

(b)  where a transaction, which might be a notifiable or connected transaction under

Chapter 14 and/or Chapter 14A of the Listing Rules, is contemplated including
share issues and share repurchases;
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(c) where we propose to use the [REDACTED] of the [REDACTED] in a manner
different from that detailed in this [REDACTED] or where our business activities,
developments or results deviate from any forecast, estimate, or other information in
this [REDACTED]; and

(d) where the Stock Exchange makes any inquiry of us regarding unusual movements
in the price or trading volume of the Shares under Rules 13.10 of the Listing Rules.

The term of the appointment of [REDACTED] shall commence on the [REDACTED] and
end on the date on which we distribute our annual report in respect of our financial results for
the first full financial year commencing after the [REDACTED] and such appointment may be

subject to extension by mutual agreement.

The [REDACTED] shall provide us with services, including guidance and advice as to
compliance with the requirements under the Listing Rules and applicable laws, rules, codes and
guidelines, and to act as one of our principal channels of communication with the Stock

Exchange.
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So far as our Directors are aware, immediately following completion of the Capitalisation
Issue and the [REDACTED] (but without taking into account any Shares which may be allotted
and issued pursuant to the exercise of the [REDACTED] and the Share Option Scheme), the
following persons will have interests or short positions in the Shares or the underlying Shares
which would be required to be disclosed to our Company and the Stock Exchange under the
provisions of Divisions 2 and 3 of Part XV of the SFO, or will be directly or indirectly, interested
in 10% or more of the issued voting shares of any member of our Group:

Number of Percentage of

Shareholder Nature of interest Shares Shareholding
(%)

Elegant Kindness Beneficial owner [REDACTED] (L) [REDACTED]
(Note 2) (Note 1)

Dr. Tang Interest in a controlled [REDACTED] (L) [REDACTED]
corporation (Note 1)

Notes:

1. The letter “L” denotes the entity /person’s long position in the Shares.

2. These Shares are held by Elegant Kindness, which is wholly owned by Dr. Tang. By virtue of the SFO, Dr.

Tang is deemed to be interested in the Shares held by Elegant Kindness.

Save as disclosed above, our Directors are not aware of any other persons who will,
immediately following completion of the Capitalisation Issue and the [REDACTED] (but
without taking into account any Shares which may be allotted and issued pursuant to the
exercise of the [REDACTED] and the Share Option Scheme), have interests or short positions in
our Shares or underlying Shares which would be required to be disclosed to our Company and
the Stock Exchange under the provisions of Divisions 2 and 3 of Part XV of the SFO, or who will
be directly or indirectly, interested in 10% or more of the issued voting shares of any member of

our Group.
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AUTHORISED AND ISSUED SHARE CAPITAL
The authorised and issued share capital of our Company is as follows:

HKS$

Authorised share capital:

10,000,000,000 Shares as at the [REDACTED] 100,000,000

Assuming the [REDACTED] is not exercised and no options under the Share Option
Scheme are exercised, the issued share capital of our Company immediately following the
[REDACTED] and Capitalisation Issue will be as follows:

HK$
Issued and to be issued, fully paid or credited as fully paid,
upon completion of the [REDACTED] and the Capitalisation Issue:
168,760 Shares in issue as at the Latest Practicable Date 1,687.6
[REDACTED] Shares to be issued under the Capitalisation Issue [REDACTED]
[REDACTED] Shares to be issued under the [REDACTED] [REDACTED]

[REDACTED] Shares in total [REDACTED]

Assuming the [REDACTED] is exercised in full and no options under the Share Option
Scheme are exercised, the issued share capital of our Company immediately following the
[REDACTED] and Capitalisation Issue will be as follows:

HKS$
Issued and to be issued, fully paid or credited as fully paid,
upon completion of the [REDACTED] and the Capitalisation Issue:

168,760 Shares in issue as at the Latest Practicable Date 1,687.6
[REDACTED] Shares to be issued under the Capitalisation Issue [REDACTED]
[REDACTED] Shares to be issued under the [REDACTED] and the [REDACTED]

[REDACTED]

[REDACTED] Shares in total [REDACTED]
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ASSUMPTIONS

The above table assumes that the [REDACTED] and the Capitalisation Issue become
unconditional and the issue of Shares pursuant thereto is made as described herein. It does not
take into account any Shares which may be allotted and issued or repurchased by our Company
pursuant to the General Mandate, the Repurchase Mandate and the Share Option Scheme.

CAPITALISATION ISSUE

Pursuant to the written resolutions of our Shareholders passed on 24 April 2019,
conditional upon the share premium account of our Company being credited as a result of the
issue of the [REDACTED] pursuant to the [REDACTED], our Directors were authorised to allot
and issue a total of [REDACTED] Shares, credited as fully paid, at par to our Shareholders
whose names appear on the register of members of our Company at close of business on
[REDACTED] in proportion (as nearly as possible without involving fractions so that no
fraction of a Share shall be allotted) to their then respectively shareholdings by way of
capitalisation of the sum of [REDACTED] standing to the credit of the share premium account
of our Company, and the Shares to be allotted and issued pursuant to the Capitalisation Issue
shall rank equally in all respects with our existing Shares.

SHARE OPTION SCHEME

Our Company has conditionally adopted the Share Option Scheme on 24 April 2019. A
summary of the principal terms of the Share Option Scheme is set out in the section headed
“Statutory and General Information — D. Share Option Scheme” in Appendix IV to this
[REDACTEDI.

We did not have any outstanding share options, warrants, convertible instruments or
similar rights convertible into our Shares as at the Latest Practicable Date.

MINIMUM PUBLIC FLOAT

Pursuant to Rule 8.08(1)(a) of the Listing Rules, at the time of the [REDACTED] and at all
times after [REDACTED], our Company must maintain the minimum prescribed percentage of
25% (or such applicable percentage as prescribed by the Stock Exchange) of the issued share
capital of our Company in the hands of the public (as defined in the Listing Rules). Our
Company has a minimum public float at the time of [REDACTED].

RANKING

The [REDACTED] will rank equally with all our Shares in issue on the date of the
[REDACTED] and issue of such Shares and will qualify for all dividends, income and other
distributions and any other rights and benefits attaching or accruing to our Shares in respect of
a record date which falls after the [REDACTED].
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GENERAL MANDATE

Subject to the conditions set out in the section headed “Structure of the [REDACTED] —
Conditions of the [REDACTED]” in this [REDACTED], our Directors have been granted a
general unconditional mandate to allot, issue and deal with Shares in aggregate of a number of
not more than the sum of:

(i)  20% of the aggregate number of Shares in issue immediately following the
completion of the [REDACTED] and the Capitalisation Issue (excluding Shares
which may be allotted and issued pursuant to the exercise of the [REDACTED] or
the Share Option Scheme); and

(ii) the aggregate number of Shares repurchased by us (if any) pursuant to the
Repurchase Mandate (the “General Mandate”).

The aggregate number of Shares which our Directors are authorised to allot and issue
under the General Mandate will not be reduced by the allotment and issue of Shares pursuant to
any (i) rights issue, (ii) scrip dividend scheme or similar arrangement providing for the
allotment and issue of Shares in lieu of the whole or part of a dividend in accordance with the
Articles of Association, or (iii) specific authority or mandate granted by the Shareholders in
general meeting(s). The General Mandate does not include any Shares to be issued pursuant to
the exercise of the [REDACTED] or the Share Option Scheme.

The General Mandate will expire:
—  at the end of our next annual general meeting unless by ordinary resolution passed
at that meeting, the issuing mandate is renewed, either unconditionally or subject

to conditions;

—  at the end of the period within which we are required by any applicable law or the
Articles of Association to hold our next annual general meeting; or

—  when varied or revoked by an ordinary resolution of our Shareholders in general

meeting,
whichever is the earliest.
For details of the General Mandate, please refer to the section headed “Statutory and

General Information — A. Further Information about our Group — 4. Resolutions in writing
passed by our Shareholders passed on 24 April 2019” in Appendix IV to this [REDACTED].
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REPURCHASE MANDATE

Subject to the conditions set out in the section headed “Structure of the [REDACTED] —
Conditions of the [REDACTED]” in this [REDACTED], our Directors have been granted a
general unconditional mandate to exercise all our powers to repurchase Shares in an aggregate
number of not more than 10% of the aggregate number of Shares in issue immediately following
the completion of the [REDACTED] and the Capitalisation Issue (excluding any Shares which
may be issued pursuant to the exercise of the [REDACTED] and the Share Option Scheme) (the
“Repurchase Mandate”).

The Repurchase Mandate only relates to repurchases made on the Stock Exchange, or on
any other stock exchange on which the Shares are [REDACTED] (and which is recognised by
the SFC and the Stock Exchange for this purpose), and made in accordance with all applicable
laws and the requirements of the Listing Rules. Further information of the relevant Listing
Rules is set out in the section headed “Statutory and General Information — A. Further
Information about our Group — 6. Repurchase of Shares by our Company” in Appendix IV to
this [REDACTED].

The Repurchase Mandate will expire:
—  at the end of our next annual general meeting unless by ordinary resolution passed
at that meeting, the repurchase mandate is renewed, either unconditionally or

subject to conditions;

—  at the end of the period within which we are required by any applicable law or the
Articles of Association to hold our next annual general meeting; or

—  when varied or revoked by an ordinary resolution of our Shareholders in general
meeting,

whichever is the earliest.
For further information about the Repurchase Mandate, please refer to the section headed
“Statutory and General Information — A. Further Information about our Group —

4. Resolutions in writing passed by our Shareholders passed on 24 April 2019” in Appendix IV
to this [REDACTED].
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[REDACTED]
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