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BUSINESS

OVERVIEW

Our Group mainly provides materials for construction projects. 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 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 KX#%) 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 52.9% were for suspension bridges and
30.0% were for cable-stayed bridges in China. We ranked third in terms of prestressed materials
sales revenue in 2017, according to Frost & Sullivan.

We are principally engaged 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 amount 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.

. 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 (H#%)”. 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 70% of our revenue from our
Prestressed Materials Business. For the years ended 31 December 2015, 2016, 2017, and the six
months ended 30 June 2018, we generated revenue in the amounts of RMB1,018.6 million,
RMB1,081.9 million, RMB1,317.7 million and RMB617.3 million, respectively, and our profit for
the year was RMB64.4 million, RMB74.9 million, RMB88.7 million and RMB51.3 million,
respectively.

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

Year ended 31 December Six months ended 30 June
2015 2016 2017 2017 2018
% of % of % of % of % of
Revenue revenue Revenue revenue Revenue revenue Revenue revenue Revenue  revenue
RMB'000 RMB'000 RMB'000 RMB'000 RMB'000
(unaudited)

Cable Business 282,723 278 303275 280 425803 N3 132719 7.1 189,457 307
Prestressed Materials

Business 735,879 722 718,612 720 891,89 677 357524 729 427800 9.3

Total revenue 1,018,602 100.0 1,081,887 1000 1,317,693 100.0 490,243 1000 617,257 100.0

Year ended 31 December Six months ended 30 June
2015 2016 2017 2017 2018

Gross Gross Gross Gross Gross

Gross  profit ~ Gross  profit ~ Gross  profit ~ Gross  profit ~ Gross  profit

Profit ~ Margin  Profit ~Margin  Profit  Margin  Profit Margin  Profit  Margin

RMB'000 (%) RMB'000 (%) RMB'000 (%) RMB'000 (%) RMB'000 (%)

(Unaudited)

Cable Business 97,779 346 105203 347 147325 346 46,732 32 59,757 315
Prestressed Materials

Business 95,854 13.0 109,252 140 98582 1y 32,776 92 63527 148

Total 193,633 190 214455 198 245907 187 79508 162 123284 200

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, 52.9% were for
suspension bridges and 30.0% were for cable-stayed bridges.

Our bridge cables have been or are currently used for constructing the three largest
super-long-span bridges in China being Humen No. 2 Bridge (JZ[" —1%), Xihoumen Bridge (74
W& K HE) and Runyang Yangtze River Bridge (£ & IL K A%). 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 —#&), which is expected to be open to traffic in 2019 and
will become the largest suspension bridge in China

. Egongyan Railway Bridge (#§/2 % #1782 A #%), 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 (Fifi K4%) completed in 1991, the first super-long-span cable-stayed
bridge in China

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

. Hangzhou Bay Bridge (bi/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”.

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 were 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 with 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 2015, 2016, 2017, and the six months ended 30 June 2018, our
research and development expenses accounted for 4.2%, 4.5%, 4.6% and 3.1% of our revenue,
respectively.

As at the Latest Practicable Date, we had 142 registered patents and six pending patent
registrations. For details of our intellectual property rights, please refer to the section headed
“Statutory and General Information — B. Further Information about our Business —
Intellectual property rights” set out in Appendix V 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 ("Bl #5E T & JE4¢), Zhan
Tianyou Civil Engineering Award (& X/fi + R T##%) and National Quality Engineering Award
(B Z 5 H 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 30 June 2018, we had a quality control team of 17 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 relationship with our existing customer base since our
establishment. With respect to the Prestressed Materials Business, we have a long-standing
relationship with our top three customers for over three years. For our Cable Business, we
maintain good relationship 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 relationship of seven years and four
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. 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.

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 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 wires for bridge
cables has reached a high utilisation in the first half of 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 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:.
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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.

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.

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 situated 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 (/L% %)”. 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.
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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.

Bridge Cables

Our products manufactured in 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 (1:#%) 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 (%) 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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WOUR AR R o

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

- 113 -



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

. 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 amount 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 periods indicated:

Year ended 31 December Six months ended 30 June
215 2016 2017 2017 2018
% of % of % of % of % of
RMB'000  revene  RMB'000  revenue  RMB'000  revenue  RMB'000  revenue  RMB'000  revenue
(unaudited)

Project type
Suspension bridge 147,965 523 125988 45 313,798 737 119,060 8.7 82897 4358
Cable stayed bridge 128,848 456 167957 54 92,387 217 10738 81 101,638 53.6
Others"” 5,910 21930 31 19618 4 29 22 4m 26
Total revenue 280,723 1000 303,275 1000 425,803 1000 132,719 1000 189,457 100.0
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
[N

Egongyan Railway
Bridge
BABREEE R

Hwayang Bridge
(illustrative picture)

Oakland Bay Bridge
RiREE

Shanghai Minpu Bridge
i

Shanghai Nanpu Bridge
Bk

Location

Canakkale,
Turkey

Guangdong
Province,
China

Zhejiang
Province,
China

Chongging,
China

Yeosu, Republic
of Korea

California, U.S.

Shanghai, China

Shanghai, China

Main span
(m.)

2,023

Nizhou section:
1,688

Dasha section:
1,200

1,630

600

500

385

708

423
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Description

Largest suspension bridge in the
world upon completion

Largest suspension bridge in
China upon completion

Largest suspension bridge in
China as at the Latest
Practicable Date

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

2018

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#2%)”. 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
e 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 Oil drilling platforms
surface PC strands coated with grease and ¢ Ground anchoring
protected with HDPE
sheath

A

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
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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 periods indicated:

Year ended 31 December Six months ended 30 June
2016 2017 2018
% of % of % of % of % of
revenie  RMB'000  revenue revenie RMB'000  revenue  RMB'000  revenue
(unaudited)
Products
Rare earth coated
prestressed products 723 674242 86.6 5.3 312482 874 371,510 86.8
Plain surface
prestressed products 135 45461 58 52 25806 72 18,656 44
Galvanised prestressed
products 84 49170 6.3 81 16,066 45 37153 8.7
Others"” 58 9739 13 14 310 09 181 0.1
Total revenue 1000 778,612 100.0 1000 357,524 1000 427,800 100.0
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® 4§

Socketing® H §i

Prestressing® il i

N &

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® ]

U

[ Surface Treatment® 3 [fij & ¥ ] [

U U

[ Wire Drawing® i %% ] [ Wire Drawing® 4% ]
. . . 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® %8 ]
P p \ \
Stranding®
Stranding® Stabilisati.on for i
Aﬂﬁ/g galvanised Stabilisation for
=] .
R prestressed galvanised
©
Stab;ﬂl;;g?é)n prodqc@‘” prestressed
. Stabilisation® R products® Stabilisation®
FRElL PEETEl Bl
\ \ 7 7
( Take-up W% / Packing fl%¢ ]
Notes:
(1) Raw materials: high carbon wire steel rods are mainly used as raw materials for our Prestressed

Materials Business.

(2) Surface treatment: cleaning and descaling were performed chemically, using abrasive methods aimed at
removing dirt and mill scale. Depending on the specifications 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.

(3) 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.

(4) Coating or galvanising: coating are applied on the wires under specific heat condition to form coated or
galvanised wires.

(5) Stranding: during the stranding process, wires are wound into a strand by a stranding machine.
(6) 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
prestressed. The extent of the tension will determine the usage of strands.
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Owur 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 ({fi{L#%)” at our main Xitang
facility; while we manufacture our prestressed products under the brand of “Ossen (H%)” 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 (HLEX)

prestressed products

Jiujiang, Jiangxi Province Plain surface, rare earth coated Ossen (B %)
prestressed products and
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 2015, 2016, 2017, and the six months ended 30
June 2018, were RMBO0.8 million, RMB0.9 million RMB1.1 million and RMBO0.7 million,

respectively.
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The following table sets out a summary of our principal equipment used to produce our

products as at 30 June 2018:
Cable Business

For stay-cabled bridge

Principal equipment

Stranding line

(5 il A e %)

Cable sheathing line
(P ELAE FE AR )

Socketing units

(il & #E AL )

Pre-tensioning line

(HRELAEAELR)
For suspension bridge

Pay-off units
(AR BEAL)

Combining & forming units

(R B AL

Caterpillar hauling system
(F5 R

Banding units

(BERLHEAL)

Coiling system

(B AL

120 mt gantry crane

(120MAFE M 7 #)

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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Expected average
residual life
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12

12

12

12

12

12

12

12

12

10
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Prestressed Materials Business
No. of Expected average
Principal equipment Location machines residual life
(years)
Drawing machine Maanshan, Anhui 4 9
(PL AR HE) Province
Pre-stressed stranding line Maanshan, Anhui 2 9
(5 Jct) Province
Coating production line Maanshan, Anhui 1 10
(BIEEFES) Province
Drawing machine Jivjiang, Jiangxi 3 8
(hrEaH%) Province
Pre-stressed stranding line Jiujiang, Jiangxi 1 8
(A ) Province
Galvanisation machine Jivjiang, Jiangxi 1 10
(FESEHEA) Province
Galvanised pre-stressed wire Jiujiang, Jiangxi 2 8
stabilisation Province
(S A B AL 2 FEAR)
Coating production line Jiujiang, Jiangxi 1 10

(BHEAEER)

Province
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During the Track Record Period, there were no material changes in our production
capacity.

Cable Business

The utilisation rate for our Cable Business has increased over the Track Record Period,
from 56.8% in 2015 to 80.9% for the six months ended 30 June 2018. This increase was mainly
due to the increase in our cable-stayed bridge projects and the increasing sales volume of our
bridge cables.

Prestressed Materials Business

For our plain surface prestressed products, our utilisation rate was low due to low

demand for our plain surface prestressed products.

For our rare earth coated prestressed products, our utilisation rate fluctuated during the
Track Record Period. In 2016, the utilisation rate increased from 62.7% to 92.7% due to an
increase in sales volume of rare earth coated prestresseed products. Although the utilisation
rate dropped to 79.4% in 2017, the utilisation rate remained strong. For the first half of 2018, the
utilisation rate decreased to 62.1% due to the seasonal effect discussed below.

For our galvanised prestressed products, our utilisation rate increased from 38.3% in 2015
to 64.7% in first half of 2018. The increase in utilisation rate was due to the increase in
infrastructure construction investment in China which led to greater demand for such products.
The utilisation rate for the six months ended 30 June 2018 was generally lower primarily due to
the Chinese New Year holidays around February and the cold weather in the Northern region of
China during winter as construction work generally slows down during the first quarter. As at
end of October 2018, the utilisation rate for our galvanised prestressed products exceeded 80%
and it is expected that the utilisation rate would continue to grow and reach over 80% for the
year ended 31 December 2018.

Since July 2018, we experienced a power interruption for part of our galvanisation
production line, rendering certain equipment inoperable. The affected equipment is used for
the “galvanisation” stage for our galvanised prestressed products. The power supply is in the
process of being repaired and the affected equipment is expected to be restored and operational
before the end of 2018. During the Track Record Period, contribution from sales of galvanised
prestressed products ranged from 3.3% to 6.0% of our total revenue. In addition, our 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. 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 and is not expected to have a 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 have a designed capacity of 10,000 tonnes per year and the
construction of this extended 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 the expansion plan is in the interest of our Group after
taking into consideration the current operation performance of the Prestressed Materials
Business and the following factors:

Favourable market outlook: 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%, and 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. Given the positive market
outlook, a high 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 2021, will also contribute to the increasing demand for galvanised
prestressed products.

Insufficient capacity: We currently rely on a single galvanisation machine with an annual
production capacity of 10,000 tonnes. In addition, due to the current restraints on our
production machinery taking into account of optimal production speeds, our production line
for galvanised prestressed products has nearly reached the maximum production capacity,
reaching a utilisation rate of over 80% for the ten months ended 31 October 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.

Alternative supplies 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 currently plan to continue to
purchase from our existing suppliers in the near future. We foresee the increasing production
capacity will provide alternative supplies for our Cable Business and could also provide a
stable supply of raw materials for its operations in case of a shortage of supplies from our Cable
Business’s existing suppliers. During the first half of 2018, our Cable Business purchased
galvanised prestressed products amounting to RMB17.9 million from our Prestressed Materials
Business as our existing suppliers had insufficient production capacity to accommodate our
orders.
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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 93.9%, 95.0% 95.8% and 95.8% of our total cost
of sales, respectively, for the years ended 31 December 2015, 2016, 2017, and the six months
ended 30 June 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 material 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.
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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.

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. 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 and the remaining balance is payable upon receipt of delivery.

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.
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Major suppliers

For the years ended 31 December 2015, 2016, 2017, and the six months ended 30 June 2018,
our purchases from our five largest suppliers accounted for 76.6%, 90.1%, 91.5% and 99.7% 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.

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
and one of our customers in 2015. For the years ended 31 December 2015, 2016, 2017, and the six
months ended 30 June 2018, our purchases from our single largest supplier amounted for 27.3%,
47.1%, 51.8% and 63.3% of our total purchases, respectively, and our purchases from Shagang
and its affiliates (“Shagang Group”) accounted for 50.9%, 48.8%, 51.8% and 63.3% 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.

For the year ended 31 December 2015, our total purchases from Shagang Group amounted
to RMB419.9 million and accounted for 50.9% of our Group’s purchases. Our Prestressed
Materials Business mainly purchased high carbon steel wire rods from the Shagang Group as
raw materials. For the year ended 31 December 2015, we sold prestressed products produced by
our Prestressed Materials Business to Shagang Group when they encountered insufficient
production capacity to fulfil their orders, and our sales to Shagang Group amounted to
RMB49.5 million and accounted for 4.9% of our Group’s revenue in 2015.

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. Our Directors confirmed that, during the Track
Record Period, none of the products we purchased from Shagang Group and Supplier D was
used in the products we sold to Shagang Group and Supplier D respectively.

Our Directors confirm that the unit cost of the products we purchased from the Shagang
Group and 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 the
Shagang Group and Supplier D during the Track Record Period was in line with the overall

average selling price of comparable products to our other customers.
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The following table sets out the profile of our five largest suppliers during the Track

Record Period:

Name

Jiangsu Shagang Supplies

Trading Co. Ltd"
(LR A ARAT)

Supplier A

Supplier B

Supplier C

Supplier D®

Supplier E

Supplier F

Supplier G

)

The periods® being our
five largest suppliers and
approximate percentage
(%) to our total purchases

2015: 27.3%

2016: 47.1%

2017: 51.8%

January to June 2018:
63.3%

2015: 13.7%
2016: 24.2%
2017:15.7%
January to June 2018: 20.1%

2015:10.1%

2016: 7.9%

2017: 8.2%

January to June 2018: 7.8%

2015: 8.9%

2016: 4.1%

2017: nil

January to June 2018: nil

2015:5.5%

2016: 6.9%

2017: 11.4%

January to June 2018: 5.8%

2015: 0.6%
2016: 1.5%
2017: 4.4%
January to June 2018: nil

2015: 16.7%

2016: nil

2017: nil

January to June 2018: nil

2015: nil

2016:3.9%

2017: nil

January to June 2018: 2.7%
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Seven

Four

Seven

Four

Seven

Seven

Seven

Five

Business segment
supplied within
our Group

Prestressed Materials
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Notes:

M

)
3
4)

During the Track Record Period, we purchased from suppliers affiliated with Shagang Group which
include Jiangsu Shagang Supplies Trading Co. Ltd. and Supplier F. For the years ended 31 December
2015, 2016, 2017, and the six months ended 30 June 2018, our purchases from them accounted for 50.9%,
48.8%, 51.8% and 63.3% of our total purchases, respectively.

An affiliate of Supplier C.
An affiliate of Shagang.

The periods refer to the years ended 31 December 2015, 2016, 2017, and the six months ended 30 June
2018.

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.

We purchase the majority of our 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 seven 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 pursuant to which
we agreed to purchase a certain quantity of high carbon steel wire rods from them
at a price to be agreed every quarter. 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.

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. 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 within
Central China and 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.
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Although we purchased the majority of our 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 seven years.
It is expected 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.

o Alternative suppliers: As confirmed by Frost & Sullivan, there are alternative
suppliers in the market which can supply comparable products, and we have
maintained good business relationship with 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, in which its
operation scale is comparable to the Shagang Group. Our Directors believe that we
should not have any practical difficulty in purchasing from these alternative
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.

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.
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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 30 June 2018, we had 14 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.
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 (HHE{R#HE ),
which will be returned to us upon the publication of the results of the tender, whether or not we
win the tender.
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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& %1 k<) 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 also 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.

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 Description

Contract value Generally, contract value is determined based on
notification from our customers and the final contract
value of which may be subject to further negotiation.

Product specifications 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.

Payment terms . up to 20% of the contract value following
signing of the contract
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Key terms Description

. 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)

Retention money (B {&4) 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.

Performance bond (JE##E{R4)  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.

Warranty period One to two years

Other terms Delivery date, packaging requirement, product
inspection criteria, place of delivery, and legally
binding.

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.

Backlog

As at 30 June 2018, we had a total signed contract value of RMB514.5 million under our
Cable Business, of which the remaining value of our products to be delivered under these
contracts amounted to RMB452.3 million as the underlying bridge cable projects were in
different stages. Backlog refers to the contract value that remains to be delivered under the
signed contracts 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 30
June 2018, we expect that all of such backlog will be cleared, and revenue will be recognised by
the end of 2019. 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 2015, 2016, 2017, and the six
months ended 30 June 2018, overseas sales accounted for 5.7%, 4.1%, 3.8% and 4.4% of our

Group’s total revenue, respectively.

We generate a substantial amount of revenue from our major customers. For the years
ended 31 December 2015, 2016, 2017, and the six months ended 30 June 2018, our five largest
customers together accounted for 51.9%, 55.8%, 56.7% and 48.0% of our total revenue,
respectively, and our largest customer accounted for 12.1%, 31.3%, 20.7% and 11.2% 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 periods during the Track Record Period is set out

as follow:

Name

Customer A

Customer B

Customer C

Yunnan Longjiang Bridge Construction

Division (/i REILHF K & & R 1)

Customer E

Customer F

Customer G

The periods being our five

largest customers and

approximate percentage (%)

of our sales

2015:12.1%
2016: 31.3
2017:20.7%

January to June 2018: 11.0%

2015: 11.7%

2016:7.3%

2017:3.2%

January to June 2018: nil

2015: 10.9%

2016: 1.6%

2017: nil

January to June 2018: nil

2015: 8.4%

2016: nil

2017: nil

January to June 2018: nil

2015: 6.2%
2016: 4.8%
2017: 4.8%

January to June 2018: 7.1%

2015: 2.7%
2016: 5.1%
2017: 5.6%

January to June 2018: 5.4%

2015: 1.5%
2016: 3.8%
2017:7.1%

January to June 2018: 10.8%
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The periods being our five

largest customers and Approximate year(s) of

approximate percentage (%)  business relationships
Name of our sales with our Group
Customer H 2015: 0.8% Five

2016: 4.1%

2017:7.4%

January to June 2018: 11.2%

Customer [ 2015: 8.7% Five
2016:7.3%
2017:1.2%
January to June 2018: nil

Guangdong Provincial Highway Construction ~ 2015: nil Three
Co. Ltd. Humen No.2 Bridge Branch 2016:3.0%
(BRABNBEFARAAEM BRI AH) 2017:15.9%

January to June 2018: 2.1%

Customer K 2015: nil Two
2016: nil
2017:3.3%
January to June 2018: 8.0%

Sales return and warranty

Products purchased

Rare earth coated wires

Plain surface PC strands
and rare earth coated
wires

Bridge cables

Rare earth coated wires

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.
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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 30 June
2018, we have a quality control team of 11 and six for our Cable Business and Prestressed
Materials Business, respectively to ensure the effective implementation of our quality control
system.

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.
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Research and development team and facilities

We have a research and development team for each of our Cable Business and Prestressed
Materials Business. As at 30 June 2018, our research and development team had a total of 43
staff, which comprised certain members from the production department and technical
department possessing extensive experience in the prestressed materials industry or bridge
cable manufacturing industry. 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.

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. Please refer to the section headed “Business — Awards and
Recognitions” for more details.

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

Enterprise Research Centre

(WL 8 A7 A ST 38 B 3 v L)

Zhejiang Provincial Government of the PRC

2012 Jiujiang Municipal Enterprise
Technology Centre
(LIRS L)

Jiujiang Municipal Government of the PRC

2014 Industrial Design Centre
(Lt L)

Jiaxing Municipal Government of the PRC

2014 Maanshan Municipal Projects

Technology Research Centre
(B Bl T TR TR 5 0)

Maanshan Municipal Science and Technology
Bureau

2015 Shanghai Municipal Enterprise Shanghai Municipal Government of the PRC
Technology Centre
(gl AR S L)

2016 Zhejiang Province Engineering Institute Zhejiang Provincial Government of the PRC

(WL & & F bS5 BE)
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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 and upgrading product quality. Any joint research outcome
will be co-owned by both parties.

Research and development expenses

We make significant investments in research and development, particularly in connection
with the bridge cables application. Our research and development expenses amounted to
RMB43.3 million, RMB49.1 million, RMB60.2 million and RMB19.4 million for the years ended
31 December 2015, 2016, 2017 and the six months ended 30 June 2018, respectively, representing
4.2%,4.5%, 4.6% and 3.1% of our total revenue.

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 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 — 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):
Month/Year =~ Award/Recognition
Cable Business
1995 First Class Prize of The State Scientific

and Technological Progress

(CESTEE 3T S Y

2004 International Gold Prize for High
Quality Engineering
(CEaRL 3533

2007 National Outstanding Enterprise for

Technology Innovation and Quality
Management

(G R BRI B B BT R

2011 First Prize of Science and Technology
Award of China Highway Society

(P B 2 B B2 B ER A 5% — 25 58

2012 Certificate of National Torch Program
Demonstration Project

(CEZS s [I2E S| %N 2eskoa)

2013 Second Class Prize of The State
Scientific and Technological Progress
Award
(FEE2 B TR & g ROk —F )

2013 New Key Product
(B 5 T 4 7 )

2014 National Certificate of Engineering Law
(BRRRLTIEFS)

2015 Shanghai Well-known Trademark
(LBHEATR)

2016, 2017 Quality of Excellence award 2016-2017
(2016-20174F i |8 5% (B2 7% 88 )
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State Scientific and Technological
Commission

China Association of Construction
Enterprise management

CHC National Quality Control
Working Committee

China Highway 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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Month/Year

2017

2018

Award/Recognition

State Intellectual Property Competitive
Enterprise

(R 2 i R £ 6 )

Award in contributing innovation
excellence

(BRI 82 75 R BE)

Prestressed Materials Business

2007

2007

2008

2008

2009

2009

2010

2011

2012

China Excellent Corporate Citizenship
(FRESBREAR)

Excellent Technological New Product
Certificate of Jiangxi Province

(TLV4 & B 75 BHECHTE i)

Anhui Province Well-known Brand

(T BA B i)

Jiangxi Province Well-known Brand

(LG & 2 )

Foreign-invested Advanced Technology
Enterprises

(B 1 B SR Ml AR 3E)

Independent Innovation Product
Certificate of Jiangxi Province

(TLV 8 B FRHE i)

Jiangxi Provincial Private High-tech
Enterprise

(L7498 & RE R )

Anhui Province Famous Trademark

(ZKRBZE AT

Certificate of National Torch Program
Project

(CEZSEEF Dok )
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State Intellectual Property Office

People’s Government of the Zhejiang
Province

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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Month/Year

2013

2014

2014

2015

2017

2017

2017

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 &8 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 AR BB T AR )
Certificate of Recognition of High New
Technology Product

(R BT 2 i 8 2 7 )

Technology Invention Award

(L7985 il 5% W %)
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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
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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

1 SUPN

Yichang Yangtze River Highway Bridge

HERILABKKE

Jiangyin Yangtze River Bridge

NS ESIWN PN

Sanxia Xiling Yangtze River Bridge

SIS SIWN

Shantou Bay Bridge

HUEEREE N

Nanjing No.2 Yangtze River Bridge

R KA

Wuhu Yangtze Bridge

HEW R VL B% KA

Shanghai Yangpu Bridge

LA R AR

Tongling Yangtze River Ridge

]SSR PN

Shanghai Nanpu Bridge

Rt PN

Harbin Raocheng Highway (West Section)
Sifangtai Bridge

ey T Y A0 IR 20 22 % G B DU 7 8 KA

Harbin International Convention Centre Sports
Centre main stadium

ey T I P R P D A

Yantai World Trade Centre — Exhibition Centre

PEE AR PO D

Guangzhou Stadium

JE M B A

Shanghai Pudong International Airport —
Terminal One

3l R AR B — S A

Shanghai First Department Store Building

iR E NV E VN

Taiyuan Jiuguan Highway Toll Booth

PNENH CIp i UN G E L]

Donghai Bridge project

R T

Jiuquan Satellite Launch Centre Youyi Bridge

oI G SR A O M AR

Axial of the Shanghai Expo

JURERVSE ey e
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Zhan Tianyou Civil
Engineering Award

Project

Hangzhou Bay Bridge

BUIH 18 5 i RS T A

Beijing Metro Line No.5 Qinghe Bridge

AU T S0 AR RS

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

UK STEEPN

Yongjiang Bridge

ERIRS PN

Ningbo Railway Interchange Yongjiang Bridge

B S R AT R L BR AR R VL KA

Jingxin Expressway Separated Interchange
Bridge

ST R N B O ST A AR

Shanghai Tower

gD R E

Yichang Yangtze River Highway Bridge

HERILA MRS

Jiangyin Yangtze River Bridge

NS IWN G PN

Xiamen Haicang Bridge

&L P9 I8 K AR

Jiangsu Runyang Yangtze River Bridge

ARG AESIMN PN

Guangdong Humen Bridge

T SAEPN

Nanjing No.3 Yangtze River Bridge

RIS =K A%

Yueyang Tongting Lake Bridge

T ] 180 KA

Junshan Yangtze River Highway Bridge

BRI B K AR

Nanjing No.2 Yangtze River Bridge

R VL AR K AE

Wuhu Yangtze River Bridge

B R ATT A B AR

Shanghai Yangpu Bridge

AR K AR

Yamen Bridge

FHUPN
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Project

Beijing Metro Line No.5 Qinghe Bridge

AU 8 T SR AR T R AR

Axial of the Shanghai World Expo

i T AR

Donghai Bridge project

A TR

Yajisha Bridge

|E PN EX

Harbin International Convention Centre Sports
Centre main stadium

ey T I P SRR 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

RERFHOEFTYS

Shanghai Stadium

Ll EY

Hangzhou Bay Bridge

BUIH 18525 1 KAG T A%

Zhejiang Zhoushan Island Link Xihoumen
Bridge

P 1L K e 2 0 AR G 4 KA

Sidu River Bridge

LK SRS PN

Jiujiang Yangtze River Highway Bridge

RIR=SIR/N S PN
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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
Jiujiang, 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.

Location Approximate GFA Usage

(sq.m.)
Xitang, Zhejiang Province 57,343.9  Production facility and office
Maanshan, Anhui Province 14,668.9  Production facility and office
Jiujiang, Jiangxi Province 20,810.0 Production facility and office

Our PRC Legal Advisers confirmed that we hold the valid title certificates and we are
entitled to occupy and use such buildings.

As at 30 June 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.
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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 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.

INTELLECTUAL PROPERTY

As at the Latest Practicable Date, we are the registered owner of 142 patents. As at Latest
Practicable Date, we have 142 registered patents and six pending patent applications, of which

three are registered overseas. Some of our patented technologies include the following:
Cable Business

. Pre-shaping suspension cable (A& E ZR). 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
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 (iERBEH ). First to
introduce double helical fillet parallel wire strand in China in 2006.

. Inflatable stay cable sealed system (BRANRBHEH FR ). 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.

] Anti-corrosion technology (FF B8R & E: fli). An enhanced anti-corrosion technology on
stay cable.

. Fatigue resistance testing (FUE %5 BIFE B iT). First to pass fatigue test with two million
cycles at 250Mpa stress range.

- 151 -



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

Prestressed Materials Business

] Galvanised prestressed wire re-processing technique (3% & 8l #% B il T T#). A technique
to improve and enhance the polishing efficiency of the galvanised prestressed products.

. Zinc-coated prestressed strand polishing techniuqe for bridge cable ((FR B R E A&
44 S B H ). 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 7 80 44 12 R IR
ELEELEERE). Improved and enhanced the stabilisation production method for
zinc-coated prestressed wires in reducing waste and production efficiency.

o Galvanised prestressed wires production technique (SEFH#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 —
Intellectual property rights” in Appendix V 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.

In preparation for the [REDACTED], we have engaged an external independent internal
control advisory firm to carry out an internal control review 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. 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 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.
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EMPLOYEES
As at 30 June 2018, we had a total of 422 employees, of which 235 were employed by our
Cable Business and 187 by our Prestressed Materials Business. The following table sets out the

breakdown of our employees number by function:

Number of

Function employees
Production 242
Management and administration 92
Sales and marketing 24
Procurement and warehousing 20
Research and Development 27
Quality control 17
Total 422

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, 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].

- 153 -



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

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 as at 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.

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, we intend to upgrade our
existing environmental protection facilities such as waste treatment facilities in order to keep
up with the 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, 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.

- 154 -



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 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.

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.

REGULATORY COMPLIANCE

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.
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