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RELATIONSHIP WITH THE CONTROLLING SHAREHOLDERS

OVERVIEW

As at the Latest Practicable Date, the Company was directly held as to approximately 41.10%
by Mr. Liu and approximately 17.94% by Suzhou Qinhupan, Hehan Jiangze and Nanzhang Zichou.
Among which, each of Suzhou Qinhupan, Hehan Jiangze and Nanzhang Zichou was controlled by
Mr. Liu as its general partner. As such, Mr. Liu, Suzhou Qinhupan, Hehan Jiangze and Nanzhang
Zichou, collectively were entitled to control approximately 59.04% of the voting rights in the
Company.

Immediately following the completion of the [REDACTED] (assuming the [REDACTED] is
not exercised), Mr. Liu, Suzhou Qinhupan, Hehan Jiangze and Nanzhang Zichou will collectively
control an aggregate of [REDACTED]% of the voting rights in the Company. Accordingly, Mr. Liu,
Suzhou Qinhupan, Hehan Jiangze and Nanzhang Zichou would constitute a group of Controlling
Shareholders.

NO COMPETITION

Save and except for the interest of our Controlling Sharcholders in our Company, each of our
Controlling Sharcholders confirms that as of the Latest Practicable Date, they did not have any
interest in any business which competes or is likely to compete, directly or indirectly, with our
business and would require disclosure under Rule 8.10 of the Listing Rules.

INDEPENDENCE FROM OUR CONTROLLING SHAREHOLDERS

Having considered the following factors, our Directors are satisfied that we are capable of
carrying on our business independently from our Controlling Sharecholders and their close associates
after the [REDACTED].

Management Independence

Our business is managed and conducted by the Board and senior management of the Company.
Upon [REDACTED], the Board will consist of nine Directors comprising five executive Directors,
one non-executive Director and three independent non-executive Directors. For more information,
see “Directors and Senior Management.” Our Directors consider that the Board and senior
management of our Company are capable of functioning independently of our Controlling
Shareholders for the following reasons:

(i) six Directors and five senior management are independent of our Controlling
Shareholders;

(i1) our daily management and operations are carried out by a senior management team, all of
whom have substantial experiences in the industry in which our Company is engaged, and
will therefore be able to make business decisions that are in the best interest of the Group;

(ii1) each Director is aware of her/his fiduciary duties as a director which require, among other
things, that she/he must act for the benefit and in the interest of our Company and the
Shareholders as a whole, and not allow any conflict between her/his duties as a Director
and her/his personal interests;

(iv) we have three independent non-executive Directors who individually and collectively
possess requisite knowledge and experience, and will be able to provide professional and
experienced advice to our Company. In conclusion, the Directors believe that our
independent non-executive Directors are able to bring impartial and sound judgment to
the decision-making process of the Board and protect the interest of our Company and
our Shareholders as a whole; and

- 216 —



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 THE CONTROLLING SHAREHOLDERS

(v)  we have adopted a series of corporate governance measures to manage conflicts of
interest, if any, between our Group and our Controlling Shareholders which would
support our independent management. See “— Corporate Governance Measures” in this
section for further information.

Based on the above, our Directors are satisfied that they are able to perform their managerial
roles in our Company independently, and our Directors are of the view that we are capable of
managing our business independently from the Controlling Shareholders after the [REDACTED].

Operational Independence

We have full rights to make business decisions and to carry out our business independently
from our Controlling Shareholders. On the basis of the following reasons, our Directors consider
that our Company will continue to be operationally independent from our Controlling Shareholders
and their respective close associates after the [REDACTED]:

(i) we have sufficient capital, facilities, equipment and employees to operate our business
independently from our Controlling Sharecholders;

(i) we have independent access to our customers and suppliers;

(iii) we have our own administrative and corporate governance infrastructure, including our
own accounting, legal and human resources departments; and

(iv) none of our Controlling Shareholders have any interests in any business which competes
or is likely to compete with the business of our Group.

Based on the above, our Directors believe that we are able to operate independently from our
Controlling Shareholders.

Financial Independence

We have established our own finance department with a team of financial staff, who are
responsible for financial control, accounting, reporting, group credit and internal control of our
Company. Our finance department is able to function without any undue influence from our
Controlling Shareholders. We have also established an internal control system, an independent audit
system, and a standardized financial and accounting system and have set our own accounting policy
based on the applicable PRC accounting principle and standards. In addition, we have been and are
capable of obtaining financing from independent third parties without relying on any guarantee or
security provided by our Controlling Sharecholders or their respective close associates (excluding our
Group).

As of the Latest Practicable Date, Mr. Liu, one of our Controlling Shareholders, and Ms. Fan
Xuejiao (HF ), the spouse of Mr. Liu, provided guarantees (the “Guarantees”) for certain
outstanding loans of our Group in the aggregate amount of RMB45.39 million. See note 23 to the
Accountants’ Report in Appendix I to this document for further details. According to the agreement
with the relevant banks, the Guarantees will be released on or before the [REDACTED].

Save as disclosed herein, as of the Latest Practicable Date, there were no other outstanding
loans, advances or balances due to our Controlling Shareholders or their respective close associates,
and there were no outstanding pledges or guarantees provided for our benefit by our Controlling
Shareholders or their respective close associates.

Based on the above, our Directors are satisfied that we are able to maintain financial
independence from our Controlling Shareholders and their respective close associates (excluding our
Group).
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CORPORATE GOVERNANCE MEASURES

Our Company and Directors recognize the importance of protecting the rights and interests of
all Shareholders, including the rights and interests of our minority Shareholders.

We have adopted, among others, the following measures to ensure good corporate governance
standards and to avoid potential conflicts of interest between our Group and our Controlling
Shareholders:

()

(i)

(iii)

(iv)

v)

(vi)

(vii)

where a Sharecholders’ meeting is to be held for considering proposed transactions in
which our Controlling Shareholders have a material interest, the relevant Controlling
Shareholders will not vote on the relevant resolutions;

our Company has established internal control mechanisms to identify connected
transactions and related party transactions. Upon the [REDACTED], if our Company
enters into connected transactions or related party transactions with our Controlling
Shareholders or any of their associates, our Company will comply with the applicable laws
and regulations, including the Hong Kong Listing Rules;

the independent non-executive Directors will review, on an annual basis, whether there are
any conflicts of interests between the Group and our Controlling Shareholders and
provide impartial and professional advice to protect the interests of our minority
Shareholders;

our Company will disclose decisions on matters reviewed by the independent
non-executive Directors either in its annual reports or by way of announcements as
required by applicable laws and regulations, including the Hong Kong Listing Rules;

where our Directors reasonably request the advice of independent professionals, such as
financial advisors, the appointment of such independent professionals will be made at our
Company’s expense;

we have appointed Maxa Capital Limited as our Compliance Advisor to provide advice
and guidance to us in respect of compliance with the applicable laws and regulations, as
well as the Hong Kong Listing Rules, including various requirements relating to corporate
governance; and

we have established the Audit Committee, the Nomination Committee and the
Remuneration and Appraisal Committee with written terms of reference in compliance
with the Hong Kong Listing Rules and the Corporate Governance Code in Appendix Cl
to the Hong Kong Listing Rules (where applicable).

Based on the above, our Directors are satisfied that sufficient corporate governance measures
have been put in place to manage conflicts of interest that may arise between our Group and our
Controlling Shareholders, and to protect our minority Shareholders’ interests after the
[REDACTED].

- 218 -



	RELATIONSHIP WITH THE CONTROLLING SHAREHOLDERS


<<
  /ASCII85EncodePages false
  /AllowTransparency false
  /AutoPositionEPSFiles false
  /AutoRotatePages /None
  /Binding /Left
  /CalGrayProfile (Dot Gain 20%)
  /CalRGBProfile (sRGB IEC61966-2.1)
  /CalCMYKProfile (U.S. Web Coated \050SWOP\051 v2)
  /sRGBProfile (sRGB IEC61966-2.1)
  /CannotEmbedFontPolicy /Warning
  /CompatibilityLevel 1.4
  /CompressObjects /Tags
  /CompressPages true
  /ConvertImagesToIndexed true
  /PassThroughJPEGImages true
  /CreateJobTicket false
  /DefaultRenderingIntent /Default
  /DetectBlends true
  /DetectCurves 0.0000
  /ColorConversionStrategy /CMYK
  /DoThumbnails false
  /EmbedAllFonts true
  /EmbedOpenType false
  /ParseICCProfilesInComments true
  /EmbedJobOptions true
  /DSCReportingLevel 0
  /EmitDSCWarnings false
  /EndPage -1
  /ImageMemory 1048576
  /LockDistillerParams false
  /MaxSubsetPct 100
  /Optimize true
  /OPM 1
  /ParseDSCComments false
  /ParseDSCCommentsForDocInfo false
  /PreserveCopyPage true
  /PreserveDICMYKValues true
  /PreserveEPSInfo false
  /PreserveFlatness false
  /PreserveHalftoneInfo false
  /PreserveOPIComments false
  /PreserveOverprintSettings true
  /StartPage 1
  /SubsetFonts true
  /TransferFunctionInfo /Apply
  /UCRandBGInfo /Preserve
  /UsePrologue false
  /ColorSettingsFile ()
  /AlwaysEmbed [ true
  ]
  /NeverEmbed [ true
  ]
  /AntiAliasColorImages false
  /CropColorImages false
  /ColorImageMinResolution 300
  /ColorImageMinResolutionPolicy /OK
  /DownsampleColorImages true
  /ColorImageDownsampleType /Bicubic
  /ColorImageResolution 300
  /ColorImageDepth -1
  /ColorImageMinDownsampleDepth 1
  /ColorImageDownsampleThreshold 1.50000
  /EncodeColorImages true
  /ColorImageFilter /DCTEncode
  /AutoFilterColorImages true
  /ColorImageAutoFilterStrategy /JPEG
  /ColorACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /ColorImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000ColorACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000ColorImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasGrayImages false
  /CropGrayImages false
  /GrayImageMinResolution 300
  /GrayImageMinResolutionPolicy /OK
  /DownsampleGrayImages true
  /GrayImageDownsampleType /Bicubic
  /GrayImageResolution 300
  /GrayImageDepth -1
  /GrayImageMinDownsampleDepth 2
  /GrayImageDownsampleThreshold 1.50000
  /EncodeGrayImages true
  /GrayImageFilter /DCTEncode
  /AutoFilterGrayImages true
  /GrayImageAutoFilterStrategy /JPEG
  /GrayACSImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /GrayImageDict <<
    /QFactor 0.15
    /HSamples [1 1 1 1] /VSamples [1 1 1 1]
  >>
  /JPEG2000GrayACSImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /JPEG2000GrayImageDict <<
    /TileWidth 256
    /TileHeight 256
    /Quality 30
  >>
  /AntiAliasMonoImages false
  /CropMonoImages false
  /MonoImageMinResolution 1200
  /MonoImageMinResolutionPolicy /OK
  /DownsampleMonoImages true
  /MonoImageDownsampleType /Bicubic
  /MonoImageResolution 1200
  /MonoImageDepth -1
  /MonoImageDownsampleThreshold 1.50000
  /EncodeMonoImages true
  /MonoImageFilter /CCITTFaxEncode
  /MonoImageDict <<
    /K -1
  >>
  /AllowPSXObjects false
  /CheckCompliance [
    /None
  ]
  /PDFX1aCheck false
  /PDFX3Check false
  /PDFXCompliantPDFOnly false
  /PDFXNoTrimBoxError true
  /PDFXTrimBoxToMediaBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXSetBleedBoxToMediaBox true
  /PDFXBleedBoxToTrimBoxOffset [
    0.00000
    0.00000
    0.00000
    0.00000
  ]
  /PDFXOutputIntentProfile ()
  /PDFXOutputConditionIdentifier ()
  /PDFXOutputCondition ()
  /PDFXRegistryName ()
  /PDFXTrapped /False

  /CreateJDFFile false
  /Description <<
    /CHT <FEFF005B683964DA300C005B0042004E0050005D300D005D00204F7F752890194E9B8A2D7F6E5EFA7ACB7684002000410064006F006200650020005000440046002065874EF69069752865BC9AD854C18CEA76845370524D5370523786557406300260A853EF4EE54F7F75280020004100630072006F0062006100740020548C002000410064006F00620065002000520065006100640065007200200035002E003000204EE553CA66F49AD87248672C4F86958B555F5DF25EFA7ACB76840020005000440046002065874EF63002>
  >>
  /ExportLayers /ExportVisiblePrintableLayers
  /Namespace [
    (Adobe)
    (Common)
    (1.0)
  ]
  /OtherNamespaces [
    <<
      /AsReaderSpreads false
      /CropImagesToFrames true
      /ErrorControl /WarnAndContinue
      /FlattenerIgnoreSpreadOverrides false
      /IncludeGuidesGrids false
      /IncludeNonPrinting false
      /IncludeSlug false
      /Namespace [
        (Adobe)
        (InDesign)
        (4.0)
      ]
      /OmitPlacedBitmaps false
      /OmitPlacedEPS false
      /OmitPlacedPDF false
      /SimulateOverprint /Legacy
    >>
    <<
      /AddBleedMarks true
      /AddColorBars false
      /AddCropMarks true
      /AddPageInfo true
      /AddRegMarks true
      /BleedOffset [
        14.173230
        14.173230
        14.173230
        14.173230
      ]
      /ConvertColors /ConvertToCMYK
      /DestinationProfileName ()
      /DestinationProfileSelector /DocumentCMYK
      /Downsample16BitImages true
      /FlattenerPreset <<
        /PresetSelector /MediumResolution
      >>
      /FormElements false
      /GenerateStructure true
      /IncludeBookmarks false
      /IncludeHyperlinks false
      /IncludeInteractive false
      /IncludeLayers false
      /IncludeProfiles false
      /MarksOffset 0
      /MarksWeight 0.283460
      /MultimediaHandling /UseObjectSettings
      /Namespace [
        (Adobe)
        (CreativeSuite)
        (2.0)
      ]
      /PDFXOutputIntentProfileSelector /DocumentCMYK
      /PageMarksFile /JapaneseWithCircle
      /PreserveEditing true
      /UntaggedCMYKHandling /UseDocumentProfile
      /UntaggedRGBHandling /UseDocumentProfile
      /UseDocumentBleed false
    >>
    <<
      /AllowImageBreaks true
      /AllowTableBreaks true
      /ExpandPage false
      /HonorBaseURL true
      /HonorRolloverEffect false
      /IgnoreHTMLPageBreaks false
      /IncludeHeaderFooter false
      /MarginOffset [
        0
        0
        0
        0
      ]
      /MetadataAuthor ()
      /MetadataKeywords ()
      /MetadataSubject ()
      /MetadataTitle ()
      /MetricPageSize [
        0
        0
      ]
      /MetricUnit /inch
      /MobileCompatible 0
      /Namespace [
        (Adobe)
        (GoLive)
        (8.0)
      ]
      /OpenZoomToHTMLFontSize false
      /PageOrientation /Portrait
      /RemoveBackground false
      /ShrinkContent true
      /TreatColorsAs /MainMonitorColors
      /UseEmbeddedProfiles false
      /UseHTMLTitleAsMetadata true
    >>
  ]
>> setdistillerparams
<<
  /HWResolution [2400 2400]
  /PageSize [612.000 792.000]
>> setpagedevice


