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SUMMARY

This summary is intended to give you an overview of the information contained in this

listing document. Since it is a summary, it does not contain all the information that may be

important to you. You should read this listing document in its entirety.

OVERVIEW

As a boutique residential property developer, we are principally engaged in development and
sales of residential properties in the fast-developing residential markets in Dongguan, Huizhou and
Foshan in the Greater Bay Area. With cooperation of external contractors, we are involved in all
phases of planning and building of our residential property projects, including land
acquisition/transformation, site planning, preparation and improvement of land and design,
construction and marketing of homes. We acquire land for our projects mainly through (i) public
tender, auction or listing-for-sale; and (ii) acquisition of redevelopment sites and conversion into
residential development sites. As at the Valuation Date, approximately 63.7% of our land in terms
of GFA were acquired from public tender, auction or listing-for-sale, whereas approximately 36.3%
of our land were acquired from acquisition of redevelopment sites and conversion into residential

development sites.

OUR COMPETITIVE STRENGTHS

Our Directors believe that the following competitive strengths of our Group have contributed

to our success to date and will continue to promote our expansion:
. We are a boutique regional property developer with our development projects being
strategically located in selected cities of the Greater Bay Area which we consider with

potential growth

. We focus on developing high quality and customer-oriented products in order to ensure

that they meet the market trends and are appealing to our customers

. Development in alignment with Government’s urban renewal policy

. We have established an operation system that facilitates the development of quality

development projects in a timely and cost efficient manner

. Experienced management team supported by motivated and professional staff
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OUR STRATEGIES
Our strategies include the following:

. We will continue to expand in selected cities in the Greater Bay Area and focus on

redevelopment sites

. We will continue our diversified land acquisition strategies with a view to allocating
financial resources to what we believe to be the most profitable opportunities

. We seek to strengthen our cost control capability and maintain the quality of the

properties

. We seek to further strengthen our reputation and recognition in selected cities in the
Greater Bay Area

. We will continue to attract, nurture and motivate a skilled and talented workforce
OUR BUSINESS

Our Group is involved in all phases of planning and building in our residential communities,
including land acquisition/transformation, site planning, preparation and improvement of land and
design, construction and marketing of homes. We use contractors for most aspects of property
construction and monitor the development of the projects with a relatively small internal labour
force. We sell our homes primarily through independent real estate agents.

We have developed two major product series for our homebuyers, namely, “Villas” (ZZKE)
series, targeting middle income and move-up homebuyers, and “Mansion” (/Af), targeting
first-time homebuyers and retirees. We place a great emphasis on the quality of our products and
set detailed standards on a number of design and construction requirements. As at the Valuation
Date, we had seven projects on hand, including five completed projects, representing different
phases of Castfast Villas and the Louvre Mansion, one project held for future development and one
project held for investment. As of the Valuation Date, we had land bank of approximately 262,555
sq.m., including (i) the total GFA saleable for completed properties of approximately 131,083
sq.m. and (ii) 131,472 sq.m. held for future development.



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.

SUMMARY

The following table sets forth the movement of our land bank during the Track Record
Period:

Completed Planned GFA
GFA Available GFA Under for Future Total Land
for Sale Development Development Bank
(sq.m.) (sq.m.) (sg.m.) (sq.m.)

As at 31 March 2020 ™ D . 25,771 221,764 — 247,535
New acquisition of land . .......... — — — —
Transfer from GFA under development

to completed GFA available for

sale . ... . 76,498 (76,498) — —
GFA delivered. . ................. (23,464) — — (23,464)
As at 31 March 2021............. 78,805 145,266 — 224,071
New acquisition of land ........... — — — —
Transfer from GFA under development

to completed GFA available for

sale . ... 100,195 (100,195) — —
GFA delivered. ... ............... (28,053) — — (28,053)
As at 31 March 2022............. 150,947 45,071 — 196,018
New acquisition of land ........... — — 131,472 131,472
Remeasurement of area V¢ 2 .. .. (1,700) (50) — (1,750)
Non-saleable area .. .............. — (2,369) — (2,369)

Reclassification from

saleable GFA to non-saleable GFA

(Note 3 (37,845) (5,298) — (43,143)
Transfer from GFA under development

to completed GFA available for

sale ... ... 37,354 (37,354) — —
GFA delivered. . ... .............. (17,670) — — (17,670)
Rounding difference .............. 3) — — 3)
As at 30 September 2022.......... 131,083 —_ 131,472 262,555
Notes:

1. Assuming that Phase 3 of Castfast Villas was wholly owned by us as at 31 March 2020.

2. Remeasurement of area means correction of minor measurement discrepancies of GFA of a unit or public areas. It is
common for our Group to engage an independent surveyor to re-measure the GFA of a property upon completion of
the construction.

3. Prior to completion of the construction, the total area of basement stated in the construction works commencement
permits is used as the basis for determining the saleable GFA in relation to car parks. After completion of the
construction, measurement reports were issued by an independent surveyor engaged by our Group to measure the
actual GFA of the car parking spaces and the public areas such as passageways which do not form part of the
saleable GFA. Therefore, the actual GFA of the public areas is reclassified from saleable GFA to non-saleable GFA.
As at the Latest Practicable Date, all car parks of Castfast Villas and Louvre Mansion had not been launched for
sales.
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The table below sets forth the details of our property development projects as of the

Valuation Date:

Completed properties
Dongguan .. .............
Phase 4 of Castfast Villas (3 5¢ 5 fif

FIEF )
Phase 3 of Castfast Villas (%55 K
SIS =)
3 unsold residential units in Phase 1
of Castfast Villas (H 5 E SIS
— R E3E )
Huizhou . ... ... ... ... ...
Louvre Mansions, Huizhou (25 4
MEY .o
Properties held for future
development
Foshan . . .. .............
A parcel of land for future
development . . . ... .......
Properties held for investment
Industrial Complex, Yantian,

Dongguan (R MEHETER) . . .

Note:

Rentable
Completed GFA
GFA (excluded  Planned GFA
Available for  from land for Future ~ Total Land % of Total Land Acquisition
sale bank) (Note) ~Development Bank Land Bank  Project Nature Method
(sq.m.) (sq.m.) (sq.m.) (sq.m.)
95,273 — — 95,273 36.3% Urban renewal  Acquisition of
30,459 — — 30,459 11.6% projects redevelopment
sites and
61,818 — — 61,818 23.5% conversion into
residential
2,539 —_— —_— 2,539 10% developmen[
sites
457 — — 457 0.2%
35,810 - - 35,810 13.6% New Public tender
35,810 — — 35,810 13.6% development
— — 131472 131,472 50.1% Urban renewal  Public tender
— — 131,472 131,472 50.1%  projects
— 55,262 — — — Urban renewal ~ Acquisition of
projects redevelopment
sites and
conversion into
residential
development
sites
131,083 55,262 131,472 262,555 100.0%

As the Industrial Complex will be demolished in the future for development, its current rentable GFA is not indicative of

its planned GFA for development. Further, as rental business is not our principal business operation, our rental income

was only recognised as other income.
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OUR GROUP’S STRATEGIES REGARDING THE SALES OF THE REMAINING
SALEABLE GFA

The following table illustrates the expected timeline for the launch for sales of the remaining

unsold residential GFA of Phases 3, 4 and 5 of Castfast Villas and the Louvre Mansion:

Project Expected total GFA to be launched for sale (in sq.m.) V"¢

From 1 October

2022 to 31 Year ending Year ending Year ending

March 2023 31 March 2024 31 March 2025 31 March 2026
Phase 3 of Castfast Villas . . .......... N.A. N.A. N.A. N.A.
Phase 4 of Castfast Villas . . .......... N.A. N.A. N.A. N.A.
Phase 5 of Castfast Villas . . .. ........ N.A. 13,860 6,930 2,311
Louvre Mansion. . . ................ N.A. 3,443 6,887 3,398

Note: 1t represents the residential GFA (i.e. excluding the GFA for commercial units and carparks) expected to be
launched for sale on the market for the first time during the respective years/period.

Our strategies regarding the sales of the remaining unsold saleable GFA include working
closely with local real estate agents to manage our property. We may also conduct relevant
marketing events on both online and offline platforms, including advertising through digital
channels including real estate listing sites and traditional marketing platform such as outdoor
advertising. We may adjust our sales and marketing strategies from time to time based on market
sentiment. We also maintain close contact with our current customers and may organise activities
at our sales centres from time to time. Please refer to the paragraphs headed “Business — Land
bank and property portfolio — Our Group’s strategies regarding the sales of the remaining saleable

GFA” in this listing document.
OUR CUSTOMERS

During the three years ended 31 March 2020, 2021 and 2022 and the six months ended 30
September 2022, our five largest customers accounted for approximately 4.2%, 4.5%, 3.6% and
6.7% of our revenue, respectively, and our single largest customer accounted for approximately

1.2%, 1.3%, 0.9% and 1.4% of our revenue during the same periods, respectively.
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OUR SUPPLIERS

During the three years ended 31 March 2020, 2021 and 2022 and the six months ended 30
September 2022, our five largest suppliers, primarily comprising construction contractors, in
aggregate accounted for approximately 90.4%, 78.9%, 69.7% and 59.3% of our total purchase,
respectively. During the respective periods, our largest supplier accounted for approximately
60.4%, 58.1%, 47.9% and 14.3% of our total purchase, respectively.

COMPETITION

The PRC real estate industry is highly fragmented and competitive. We are a boutique
residential property developer operating in Dongguan, Huizhou and Foshan in the Greater Bay
Area, which primarily competes with domestic national developers, regional developers and other
developers similar to our Group. We compete on many fronts, including product quality, service
quality, price, financial resources, brand recognition, ability to acquire land and other factors. We
ranked out of the Top 100 property developers in China in 2021 in terms of contracted sales
amount and sales area. We had less than 1% market share in Dongguan and Huizhou in terms of
contracted sales amount and sales area in 2021. The competition is keen between those developers
out of the Top 100 developers with a relatively low market share due to restrictions in acquiring
land, brand reputation, high capital commitment, and tightened regulation restrictions. As new land
supply in key cities is limited because land lots in prime locations may have already been acquired
by other developers on the market, we may face difficulties in acquiring new land. We acquire
land for urban renewal projects through (i) public tender or auction; and (ii) acquisition of
redevelopment sites or conversion of formerly industrial sites into residential development sites.
We may also face competition with other established developers that enjoy higher degree of
consumer recognition for their products and reputation. Also, high capital commitment is required
in the property development process to acquire land and fund the labour, material, and construction
machinery. Lastly, both national and local governments in China have issued various restrictive
policies to regulate the real estate market, which may reduce demand for properties and increase
financing burden of the developers thereby increasing the competition among the developers. In
order to differentiate from other developers, we may leverage on our expertise in urban renewal
projects, and our understanding in the local authorities’ urban renewal policies to acquire
redevelopment sites or convert former industrial sites into residential development sites in a timely
and cost-efficient manner. We have accumulated substantial local knowledge of the communities
and developed trust from the local authorities which facilitates our urban renewal process and
enables our Group to make well-informed business decisions throughout the process. In the face of
intense competition, we devoted effort to improve our product quality, service quality, project
management, brand recognition, ability to acquire land and other factors. In particular, most of the

local property markets in the Greater Bay Area with high-growth potential have been increasingly
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competitive in recent years. An increasing number of property developers from the PRC and
overseas have entered the property development markets in the cities where we have operations or

plan to have operations, resulting in increased competition for land available for development.

HIGHLIGHTS OF RISK FACTORS

Our business faces risks including those set out in the section headed “Risk Factors” in this

listing document. Some of the major risks that we face include:

. We are susceptible to adverse movements in the PRC real estate market, particularly in

regions and cities where we have property development projects

. We generated a majority of our revenue from our businesses in selected cities in the
Greater Bay Area during the Track Record Period, and any significant decline in the
economic conditions of the property markets of this area could have a material adverse

effect on our results of operations, financial condition and business prospects

. Our operations are subject to extensive government policies and regulations and, in
particular, we are susceptible to adverse changes in policies relating to the PRC property

sector and in local policies in the regions in which we operate

. We may not be able to acquire land reserves in desirable locations that are suitable for

development at commercially acceptable prices or at all in the future

. The timing of our property sales and progress of our property development projects may
cause our results of operations to fluctuate from period to period, making it difficult to

predict our future financial performance.

. We have obtained and may continue to obtain land through urban renewal, which

involves a number of risks and uncertainties

PROPERTY VALUATION

According to the property valuation report prepared by Cushman & Wakefield as set out in
Appendix III to this listing document, the market value of the properties owned by our Group as at
30 September 2022 was approximately RMB3,006.8 million. Please refer to Appendix III to this

listing document for further details.
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SUMMARY OF KEY FINANCIAL INFORMATION

The following is a summary of our consolidated financial information as of and for the Track
Record Period. We have derived the summary from our consolidated financial information set forth
in the Accountants’ Report in Appendix I to this listing document. The below summary should be
read together with the consolidated financial information in Appendix I to this listing document,
including the accompanying notes and the information set forth in the section headed “Financial
Information” in this listing document. Our consolidated financial statements have been prepared in
accordance with HKFRS.

CONSOLIDATED STATEMENTS OF PROFIT OR LOSS AND OTHER COMPREHENSIVE
INCOME

Six months ended
Years ended 31 March 30 September

2020 2021 2022 2021 2022

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

Revenue ..................... 481,778 590,803 775,555 359,868 473,010
Cost of revenue .. .............. (132,756) (161,477) (188,554) (88,717) 118,577
Gross profit .................. 349,022 429,326 587,001 271,151 354,433
Operating profit .............. 318,137 381,063 549,415 257,911 329,791
Profit before taxation .......... 314,314 389,984 558,161 262,692 331,113
Income tax charge .............. (185,377) (229,481) (314,501) (147,427) (187,986)
Profit for the year/period ....... 128,937 160,503 243,660 115,265 143,127
Total comprehensive income

for the year/period ........... 104,530 188,849 257,439 121,322 101,023
Revenue

Our revenue increased significantly by RMB113.1 million or 31.4% from RMB359.9 million
for the six months ended 30 September 2021 to RMB473.0 million for the six months ended 30
September 2022, mainly due to the commencement of the sale and delivery of Phase 5 of Castfast
Villas and Louvre Mansion which was partially offset by the slight decrease in ASP from
RMB29,547 per sq.m. for the six months ended 30 September 2021 to RMB29,118 per sq.m. for
the six months ended 30 September 2022.
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Our revenue increased significantly by RMB184.8 million or 31.3% from RMB590.8 million
for the year ended 31 March 2021 to RMB775.6 million for the year ended 31 March 2022, mainly
driven by the commencement of the sale of Phase 5 of Castfast Villas and increased GFA delivered
of Phase 4 of Castfast Villas coupled with the increase in ASP from RMB27,444 per sq.m. for the
year ended 31 March 2021 to RMB 30,134 per sq.m. for the year ended 31 March 2022.

Our revenue increased by RMB109.0 million or 22.6% from RMB481.8 million for the year
ended 31 March 2020 to RMB590.8 million for the year ended 31 March 2021, mainly due to the
increase in the total GFA delivered from 19,797 sq.m. for the year ended 31 March 2020 to 23,464
sq.m. for the year ended 31 March 2021, which was primarily attributable to the completion and
delivery of Phase 4 of Castfast Villas coupled with the increase in ASP of the Phase 3 of Castfast
Villas from RMB26,527 per sq.m. for the year ended 31 March 2020 to RMB27,207 per sq.m. in
the year ended 31 March 2021.

The following table sets forth a breakdown of revenue, ASP and GFA sold by projects for the

years/periods indicated:

Six months ended

For the year ended 31 March 30 September

2020 2021 2022 2021 2022
Revenue (RMB’000)
Phase 3 of Castfast Villas. ........ 481,778 487,272 70,593 26,266 11,750
Phase 4 of Castfast Villas. . ....... — 103,531 530,235 333,602 112,458
Phase 5 of Castfast Villas. ........ — — 174,727 — 338,692
Louvre Mansion. . .............. — — — — 10,110
Total ........ ... ... ... ... .... 481,778 590,803 775,555 359,868 473,010
ASP (RMB/sq.m.) (VAT Inclusive)
Phase 3 of Castfast Villas. ........ 26,527 27,207 27,894 27,538 25,954
Phase 4 of Castfast Villas. . ....... — 28,617 29,788 29,718 29,999
Phase 5 of Castfast Villas. . ....... — — 32,321 — 31,974
Louvre Mansion. . .............. — — — — 7,133
GFA sold (sq.m.)
Phase 3 of Castfast Villas. ........ 19,797 19,521 2,758 1,040 493
Phase 4 of Castfast Villas. ........ — 3,943 19,402 12,236 4,086
Phase 5 of Castfast Villas. . ....... — — 5,893 — 11,546
Louvre Mansion ............... — — — — 1,545
Total . .......... ... ... ... .... 19,797 23,464 28,053 13,276 17,670
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The increase in ASP of the Phases 3 and 4 of Castfast Villas during the three years ended 31
March 2022 was primarily attributable to prevailing local market prices and the market demands
for the properties. The slight decrease in ASP of Phase 3 of Castfast Villas during the six months
ended 30 September 2022 was primarily attributable to the sale of units with less favourable

locations and the prevailing market condition in Dongguan.

Selling expenses

Our selling expenses increased by RMB3.6 million or 78.8% from RMB4.6 million for the
six months ended 30 September 2021 to RMBS.2 million for the six months ended 30 September
2022, primarily due to the increase in commission paid to sales agents of RMB1.6 million and
advertising and promotion expenses of RMB1.8 million in relation to the sales of Phase 5 of

Castfast Villas and Louvre Mansion.

Our selling expenses decreased by RMB7.5 million or 41.4% from RMB18.0 million for the
year ended 31 March 2021 to RMB10.5 million for the year ended 31 March 2022, primarily due
to the decreased commission paid to sales agent in relation to the sales of Phase 4 and Phase 5 of
Castfast Villas which we engaged agents with lower commission rates. These agents were agents
assigned by various professional real estate agent companies in the PRC. We held a number of
sales fair where we engaged several professional real estate agent companies which would assign
their staff to assist in the sales fair and conduct sales activities such as taking the potential
customers to the show flats/residential units, handling sales contracts and handle the customers’
enquiries. Since the amount of work load of these agents at the sales fair were less than other real
estate agents who are responsible for referring potential customers, therefore, they were willing to

accept a lower commission rate.

Our selling expenses increased by RMB1.3 million or 7.9% from RMB16.7 million for the
year ended 31 March 2020 to RMB18.0 million for the year ended 31 March 2021, primarily due

to slight increase of sales commission paid to real estate agents.

Gross Profit

Our gross profit increased by RMB83.3 million or 30.7% from RMB271.2 million for the six
months ended 30 September 2021 to RMB354.4 million for the six months ended 30 September

2022, which is in line with the increase of our revenue.
Our gross profit increased by RMB157.7 million or 36.7% from RMB429.3 million for the

year ended 31 March 2021 to RMB587.0 million for the year ended 31 March 2022 in line with

the increase of our revenue.

- 10 -
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Our gross profit increased by RMB80.3 million or 23.0% from RMB349.0 million for the
year ended 31 March 2020 to RMB429.3 million for the year ended 31 March 2021 in line with
the increase of our revenue.

Profit for the year/period

Our profit for the period increased by RMB27.9 million or 24.2% from RMB115.3 million for
the six months ended 30 September 2021 to RMB143.1 million for the six months ended 30
September 2022 mainly due to the increase in revenue driven by the commencement of sale and
delivery of Phase 5 of Castfast Villas and Louvre Mansion.

Our profit for the year increased by RMB83.2 million or 51.8% from RMB160.5 million for
the year ended 31 March 2021 to RMB243.7 million for the year ended 31 March 2022 mainly due
to the increase in revenue driven by the commencement of the sale of Phase 5 of Castfast Villas
and increased GFA delivered of Phase 4 of Castfast Villas.

Our profit for the year increased by RMB31.6 million or 24.5% from RMB128.9 million for
the year ended 31 March 2020 to RMB160.5 million for the year ended 31 March 2021 mainly due
to the increase in revenue primarily attributable to the completion and delivery of Phase 4 of
Castfast Villas coupled with the increase in ASP of the Phase 3 of Castfast Villas from RMB26,527

per sq.m. for the year ended 31 March 2020 to RMB27,207 per sq.m. for the year ended 31 March
2021.

Gross profit and gross profit margin by projects

The following table sets forth a breakdown of gross profit and gross profit margin by projects
for the years/periods indicated:

For the year ended 31 March For the six months ended 30 September

2020 01 202 01 2022
Gross Gross Gross Gross Gross
Gross  profit Gross  profit Gross  profit Gross  profit Gross  profit

Revenue  profit  margin - Revenue  profit ~ margin  Revenue  profit  margin  Revenue profit  margin - Revenue  profit  margin

RMB'000 RMB'000 %  RMB'000 RMB'000 %  RMB'000 RMB'000 %  RMB'000 RMB'OO0 %  RMBOO0 RMBOOO %
(unaudited) (unaudited)
Phase 3 of Castfast Villas. . . 481,778 349,002 724 487272 352866 724 70593 52,007 737 26266 192600 733 11750 8425 717

Phase 4 of Castfast Villas. . . - - — 103,531 76460 739 530,235 402,193 759 333,602 251,889 755 112458 85821 763
Phase 5 of Castfast Villas . . - - - - - — 17477 132801 760 - - — 338,692 256,531 757
Louvre Mansion . . . . . . - - - - - - - - — — — — 10,110 3656 362
Total ........... 481,778 349,022 724 590,803 429,326 727 775,555 587,001 757 359868 270,151 753 473,010 354433 749

— 11 -
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We commenced sale of the Louvre Mansion and recognise revenue from September 2022. The
gross profit margin of the Louvre Mansion is expected to be lower than the different Phases of
Castfast Villas as it is not an urban renewal project and it has a higher land acquisition cost per
sq.m.. In contrast, urban renewal projects usually have a lower land acquisition cost but longer
development cycle. Urban renewal projects have the characteristic of long cycles and can provide
an alternative way for developers to obtain land. Urban renewal projects usually involve longer
developing cycle, longer pay back period, greater planning difficulty, and more efforts in
negotiations with local government and local existing residents. Urban renewal projects may also
involve uncertainties in respect of the preparatory work, including demolition works and
resettlement of affected households. Urban renewal developments in general typically consist of
the right owner model (BEF| A B 2i#:X), the government-led model (EfF FEAX), and also the
cooperation model (Ff1&&fEHL), which was phased out by the relevant policy. Under the right
owner model, the right owner, who is normally the property developer, will study the
redevelopment potential of the target area under the latest policy framework for economic benefit.
The right owner will acquire the land and be responsible for the demolition and relocation
compensation after obtaining the government’s approval on redevelopment plan and land premium
(if any), subject to the conditions of the land parcel acquired. The right owner is permitted to
conduct the three-old transformation projects on its own initiation under the condition that all
procedures of all examination and approval of land use rights by the government are fulfilled. The
project life cycle under the right owner model could be longer and uncertain subject to economic
cycle and government approval schedule. Under the government-led model, government will select
a target area tied in with social needs. Land resumption and compensation, demolition and
construction works will be carried out either by the government or in cooperation with property
developers. Under the right owner model, a right owner can take the initiative to apply for the
government’s approval for the redevelopment of a target area that it is interested in redeveloping.
On the other hand, under the government-led model, the target area of redevelopment are solely
determined by the government, and the government will release relevant supporting policies and
announced the target area where it proposes to redevelop. For details, please refer to the sections
headed “Industry Overview — Urban Renewal Overview” and “Business — Gross profit and gross

profit margin by product series” in this listing document.

Apart from our revenue from sale of properties, we received rental income during the Track
Record Period from renting out our Industrial Complex. Industrial Complex is located in Fenggang
Town, Dongguan City, Guangdong Province. This site is currently zoned for industrial use and is
currently rented out for rental income. The amounts were RMB1.5 million, RMB1.4 million,
RMBI1.4 million and RMBO0.8 million, respectively for the years ended 31 March 2020, 2021 and
2022 and the six months ended 30 September 2022, which is considered to be financially
insignificant to the Group. We intend to change the land use to residential use so that we can
develop residential properties on the land. However, the proposed change of permitted use is

subject to completion of several preparation works before approval for the proposed change of use

- 12 -
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can be obtained. For details, please refer to the paragraph headed “Description of our development
projects” in the “Business” section. Since redevelopment involves sophisticated procedures and
various negotiations with local government and villagers, there is an uncertainty of whether we can
obtain or if we can obtain, when we can obtain or on what terms we can obtain the government

approvals for the proposed change of permitted use of the Industrial Complex.

Major Costs Component

The summary below shows the major costs components of our Group during the Track
Record Period:

For the year ended 31 March Six months ended 30 September

2020 2021 2022 2021 2022

RMB’000 % RMB’000 % RMB’000 % RMB’000 % RMB’000 %

(unaudited)

Cost of sale for sales of

properties
Construction and labour

COStS . 113,261  85.3 133,934 829 152,173  80.7 71,770  80.9 98,031  82.7
Land use rights costs. .. 16,706  12.6 23,517 14.6 31,237 16.6 15127 17.1 17,056 144
Capitalised interest . ... 2,789 2.1 4,026 25 5,144 2.7 1,820 2.0 3,490 2.9
Total ............. 132,756 100.0 161,477 100.0 188,554 100.0 88,717 100.0 118,577 100.0

Selected information of our consolidated statements of financial position

As of
As of 31 March 30 September

2020 2021 2022 2022

RMB’000 RMB’000 RMB’000 RMB’000

Non-current assets. . . ............. 134,893 171,531 229,819 165,419
Current assets . .. ................ 1,586,065 2,029,061 1,745,380 1,409,516
Current liabilities . ............... 1,022,476 1,467,217 1,205,248 767,968
Net current assets . . .............. 563,589 561,844 540,132 641,548
Total assets less current liabilities. . . . 698,482 733,375 769,951 806,967
Non-current liabilities . .. .......... 375,407 303,087 21,277 22,270
Netassets .. ..., 323,075 430,288 748,674 784,697

For further details, please refer to the paragraph headed ‘‘Financial information —
Description of certain items in our consolidated statements of financial position™ in this listing

document.
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Net assets

Our net assets increased by RMB36.0 million or 4.8% from RMB748.7 million as at 31
March 2022 to RMB784.7 million as at 30 September 2022, which was mainly attributable to the
net effect of (i) the decrease in bank borrowings of RMB89.8 million mainly due to the repayment
of bank loans and (ii) contract liabilities of RMB273.8 million mainly due to the delivery of
Phases 4 and 5 of Castfast Villas and partially offset by (i) the decrease in cash and bank deposits
of RMB154.5 million, (ii) the decrease in pledged deposits of RMB46.8 million mainly due to the

repayment of bank loans and (iii) the decrease in deferred tax assets of RMB65.0 million.

Our net assets increased by RMB318.4 million or 74.0% from RMB430.3 million as at 31
March 2021 to RMB748.7 million as at 31 March 2022, which was mainly attributable to (i) the
net effect of our total comprehensive income of approximately RMB257.4 million for the year
ended 31 March 2022 and (ii) the capitalisation of the amount due to fellow subsidiaries of
RMB374.4 million as consideration for one share of the Company issued, details of the transaction
are more fully explained in the section headed “History, Reorganisation and Corporate Structure”
in the listing document. These increases were partially offset by the settlement of total
consideration of the acquisition of Dongguan City Jiaxuntong of RMB313.5 million as deemed
distribution during the year ended 31 March 2022.

Our net assets increased by RMB107.2 million or 33.2% from RMB323.1 million as at 31
March 2020 to RMB430.3 million as at 31 March 2021 which was mainly attributable to the net
effect of our total comprehensive income of approximately RMB188.8 million for the year ended
31 March 2021 and partially offset by our dividends and distributions of approximately RMBS81.6

million declared during the same year.

Net current assets

Our net current assets generally decreased during the Track Record Period primarily due to
continuous increases in contract liabilities and trade and other payables in line with expansion of
our property development activities, partially offset by increases in inventories and other contract
costs as we accelerated our business expansion. Our net current assets increased from RMBS540.1
million as at 31 March 2022 to RMB641.5 million as at 30 September 2022 primarily due to the

decrease in bank borrowings and contract liabilities.
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Summary of our consolidated cash flow statement

For the six months ended
For the year ended 31 March 30 September

2020 2021 2022 2021 2022

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

(unaudited)

Net cash generated from/(used in)

operating activities . ........... 2,252 179,915 483,388 276,829 (60,359)
Net cash generated from investing

activities. . .................. 96,414 8,687 11,181 5,666 2,798
Net cash (used in)/generated from

financing activities . . .......... (27,364) 38,933  (417,363) 19,594 (99,418)
Increase/(decrease) in cash and cash

equivalents . ................. 71,302 227,535 77,206 302,089  (156,979)
Cash and cash equivalents at the

beginning of the year/period. . . .. 148,156 220,635 446,860 446,860 524,099
Effect of foreign exchange rate

changes. .................... 1,177 (1,310) 33 30) 2,524
Cash and cash equivalents at the

end of the year/period. ......... 220,635 446,860 524,099 748,919 369,644

Our primary source of cash generated from operating activities is proceeds from the sales of
our properties, including pre-sales of properties under development. Our primary uses of cash in
operating activities are amounts that we pay for our property development activities, including
land use rights costs and construction and labour costs. Our cash and cash equivalents at the end
of the year generally increased during the three years ended 31 March 2022 primarily due to
increase in net cash generated from operations as a result of increasing profit for the year. Our
cash and cash equivalents decreased from RMB748.9 million as at 30 September 2021 to
RMB369.6 million as at 30 September 2022 primarily due to (i) net cash used in operating
activities as a result of decreasing trade and other payables and contract liabilities; and (ii) net
cash used in financing activities as a result of increasing repayment of bank borrowings and

distribution paid.
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KEY FINANCIAL RATIOS

The following table sets forth key financial ratios as of and for the years/period indicated:

As of/for the

six months

ended
As of/For the year ended 31 March 30 September

2020 2021 2022 2022
Gross profit margin . ... .. ... ... 72.4% 72.7% 75.7% 74.9%
Net profit margin @ ... ........ ... 26.8% 27.2% 31.4% 30.3%
Return on equity . ... ... .. .. ... 39.9% 37.3% 32.5% N/A
Return on total assets™. .. .. ... ... 7.5% 7.3% 12.3% N/A
Current ratio @ . .. .. ... ... ...... 1.6 1.4 1.4 1.8
Gearing ratio @ . ... .. .. .. ... .. .. 1.2 0.9 0.3 0.2
Net gearing ratio .. ......... ... 34.6% Net Cash Net Cash Net Cash

Notes:

(1)  Gross profit margin is calculated by dividing the gross profit for the year/period by the revenue for the respective
year/period and multiplied by 100%.

(2)  Net profit margin is calculated by the profit for the year/period divided by the revenue for the respective
year/period and multiplied by 100%.

(3)  Return on equity is calculated by dividing the profit for the year with total equity as at the end of the respective
year multiplied by 100%.

(4) Return on total assets is calculated by dividing the profit for the year with total assets as at the end of the
respective year and multiplied by 100%.

(5)  Current ratio is calculated by dividing the current assets by the current liabilities as at the end of the respective
dates.

(6)  Gearing ratio is calculated by dividing total bank borrowings and lease liabilities with total equity as of the end of
the respective dates.

(7)  Net gearing ratio is calculated by dividing total bank borrowings and lease liabilities less cash and bank deposits
and pledged deposits with total equity as of the end of the respective dates and multiplied by 100%.

Gross Profit Margin

Our gross profit margin decreased slightly from 75.7% for the year ended 31 March 2022 to
74.9% for the six months ended 30 September 2022 primarily due to the lower gross profit margin

for Louvre Mansion.
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Our gross profit margin increased from 72.7% for the year ended 31 March 2021 to 75.7%
for the year ended 31 March 2022, which was mainly due to higher ASP and higher gross profit
margin for Phase 4 and Phase 5 of Castfast Villas.

Our gross profit margin remained stable and was 72.4% for the year ended 31 March 2020
and 72.7% for the year ended 31 March 2021.

Net Profit Margin

Our net profit margin remained stable and was 31.4% for the year ended 31 March 2022 and
30.3% for the six months ended 30 September 2022.

Our net profit margin increased from 27.2% for the year ended 31 March 2021 to 31.4% for
the year ended 31 March 2022 which was mainly due to higher ASP and higher gross profit margin
for Phase 4 and Phase 5 of Castfast Villas.

Our net profit margin increased from 26.8% for the year ended 31 March 2020 to 27.2% for
the year ended 31 March 2021.

Return on equity

Our return on equity was 39.9%, 37.3% and 32.5% for the years ended 31 March 2020, 2021
and 2022, respectively. For the years ended 31 March 2020, 2021 and 2022, we continued to
record an increase in profit for the year which contributed to an increase in our total equity at a
greater magnitude given our low level of equity base and therefore our return on equity continued
to decrease.
Return on total assets

Our return on total assets remained relatively stable at 7.5% and 7.3% for the years ended 31
March 2020 and 2021, respectively. Our return on total assets increased to 12.3% for the year
ended 31 March 2022 primarily due to increase in our profit for the year ended 31 March 2022.

Current ratio

Our current ratio remained relatively stable at 1.6, 1.4, 1.4 and 1.8 times as of 31 March
2020, 2021 and 2022 and 30 September 2022, respectively.
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Gearing ratio

Our gearing ratio was 1.2, 0.9, 0.3 and 0.2 times as of 31 March 2020, 2021 and 2022 and 30
September 2022, respectively. Our decrease in gearing ratio generally corresponds to the gradual
decrease in our bank and other borrowings, coupled with effect of the increase in our total equity

resulting from the profit for the year/period.

Net gearing ratio

Our net gearing ratio was 34.6% as of 31 March 2020. We had net cash as of 31 March 2021,
31 March 2022 and 30 September 2022, respectively. Our decrease in net gearing ratio generally
corresponds to the decrease in our bank and other borrowings, and increment of pre-sale proceeds,
coupled with the effect of the increase in our total equity resulting from the profit for the

year/period.

For further details of our key financial ratios, see the section headed “Financial Information

— Key Financial Ratios” in this listing document.

The proposed three red lines policy

In a public forum held in August 2020, MOHURD, the PBOC and certain property developers
jointly discussed the long term regulatory mechanisms for the real estate sector in the PRC, which
indicated that the proposed new standards, regulations or rules governing the external financing of

property developers in the PRC:

The three ratios are required under such newly proposed standard, also known as the “Three
Red-Lines”, including: (a) liability-to-asset ratio after excluding contractual liabilities should not
exceed 70.0%; (b) net gearing ratio should not exceed 100%; and (c) non-restricted cash-to-current
borrowing ratio should not be lower than 1.0. For property developers who are not in compliance
with all of three red-lines, they need to commit the target of deleveraging by 30 June 2023. It is
further stipulated that (i) for property developers which comply with all of the three red-lines,
their size of interest bearing liabilities may increase by less than 15% annually; (ii) for property
developers which only comply with two of the three red-lines, their size of interest-bearing
liabilities may increase by less than 10% annually; (iii) for property developers which only comply
with one of the three red-lines, their size of interest-bearing liabilities may increase by less than
5% annually; and (iv) for property developers which fail to comply with all of the three red-lines,

their size of interest-bearing liabilities shall not increase at all.
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As of 30 September 2022, we had (1) liability-to-asset ratio after excluding contractual
liabilities (calculated by dividing total liabilities minus contract liabilities by total assets minus
contract liabilities) of 45.6%, which is below the cap ratio of 70.0%; (2) net gearing ratio
(calculated based on the total bank borrowing and lease liabilities less cash and bank balances
divided by the total equity at the end of the year/period multiplied by 100%) was not applicable as
we were at a net cash position; and (3) non-restricted cash-to-current borrowing ratio (calculated
by dividing non-restricted cash and cash equivalents by current borrowings) of 2.7, which was
higher than the minimum requirement of 1.0.

OUR CONTROLLING SHAREHOLDER

Immediately following the completion of the spin-off, our Company will cease to be a subsidiary
of Karrie International, and Mr. Ho Cheuk Fai, Ms. Ho Po Chu, New Sense Enterprises Limited
(wholly-owned by TMF (BVI) Limited (“TMF”) as trustee for The Ho Family Trust), Honford
Investments Limited (wholly-owned by TMF as trustee for The Ho Family Trust), Castfast Properties
Development Co., Limited ((REDACTED] of the issued share capital of which is beneficially owned
by Honford Investments Limited) and The Wedding City Co., Limited ([REDACTED] and
[REDACTED] of the issued share capital of which is beneficially owned by Mr. Ho Cheuk Fai and
Ms. Ho Po Chu, respectively) will be the Controlling Shareholder of our Company. As they will
together continue to control more than 30% of the issued share capital of our Company, they will be
regarded as a group of Controlling Shareholders under the Listing Rules. For more information, see
the section headed “Relationship with Controlling Shareholders” in this listing document.

REASONS FOR AND BENEFITS OF THE SPIN-OFF AND THE LISTING

Our Listing constitutes a Spin-off from Karrie International. Karrie International is a
well-established company listed on the Main Board for over 25 years. Prior to the completion of
the Spin-off, Karrie International is principally engaged in (i) the metal and plastic business; (ii)
the electronic manufacturing business; and (iii) the real estate business.

The industrial businesses of Karrie International, comprising the (i) metal and plastic
business and (ii) electronic manufacturing business, have been the core focus of Karrie
International Group and have demonstrated an overall growing trend in terms of revenue over the
years. Going forward, the directors of Karrie International intend to continue to strengthen its
industrial businesses, by (i) enhancing its product integration capacities and improving its supply
chain management, etc.; (ii) strengthening its talent training; and (iii) expanding its business scope
and identifying new prospective customers. To continue the success of its industrial businesses,
directors of Karrie International consider that it is Karrie International’s strategy to concentrate
resources to support the expansion and strengthening of these core business segments, while the
Spin-off creates a separate fund raising platform for our Group to develop its real estate business
in the PRC without having to compete for capital resources with other business segments of the
Karrie International Group. In light of the PRC government policy to develop the Greater Bay
Area into a world-class cluster and the success of Phase 3 of Castfast Villas, our Directors
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consider that there will be growth potential in the property market in selected cities in the Greater
Bay Area going forward. In this connection, in light of our Group’s gradually maturing real estate
business and the government policy which aims to stimulate the development of the Greater Bay
Area, our Directors consider that we would require dedicated management personnel and staff and
financial resources to materialise our business strategies and expansion plan and seize the market
growth. Our Directors believe the Spin-off can help facilitate such goal.

Taking into account the above, our Directors and the directors of Karrie International believe
that the Spin-off is in the interests of our Group and the Karrie International Group and will
position each of our Group and the Karrie International Group better for growth in their respective
businesses and deliver clear benefits to both by the following:

(a) More defined business focus and efficient resource allocation;

(b) Clarifies the equity story and creates or unlocks value for shareholders by better
identifying and establishing the value of our Group; and

(c) Enhances access to capital markets for our Group and increases financing flexibility.

Please refer to the section headed “The Distribution and Spin-off” in this listing document for
details.

DIVIDEND

Prior to the acquisition of Dongguan City Jiaxuntong which was approved by the Karrie
International Shareholders on 21 February 2022, our Company distributed and paid RMB10.0
million and RMB20.0 million to Mr. Ho Cheuk Fai during the years ended 31 March 2020 and
2021 respectively. During the year ended 31 March 2021, dividend of RMB61,636,000 have also
been declared and was capitalised as part of loan capitalisation on 8 March 2022. Such dividend
was declared by Castfast Industrial and Kwong Hing to Karrie International BVI, the immediate
holding company that is a subsidiary of Karrie International and will not be part of our Group after
the completion of the Spin-off. During the six months ended 30 September 2022, our Company
declared and paid an interim dividend RMB65,000,000 to Karrie International. We may declare
dividends in the future after taking into account various factors. Any declaration of dividends, is
subject to our results of operations, working capital and cash position, future business and
earnings, capital requirements, contractual restrictions, if any, as well as any other factors which
our Directors may consider relevant. In addition, any declaration and payment as well as the
amount of the dividends will be subject to the provisions of (i) our Articles of Association, which
require any final dividends to be approved by our Shareholders at a general meeting, and (ii) the
Cayman Companies Act, which provides that dividends may be paid out of sums standing to the
credit of its share premium account provided that immediately following the payment of dividend,
our Company shall be able to pay its debts as they fall due in the ordinary course of business. Any

future declarations and payments of dividends will be at the discretion of our Directors and may
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require the approval of our Shareholders. Under applicable PRC law, each of our subsidiaries in
the PRC may only distribute after-tax profits after it has made allocations or allowances for
recovery of accumulated losses and allocations to the statutory reserves.

SUMMARY OF NON-COMPLIANCE INCIDENTS

During the Track Record Period, we had identified certain incidents of non-compliance with
relevant laws and regulations in the PRC, such as non-compliance incidents in relation to pre-sale
proceeds, failure to fully or directly deposit the required amounts into designated escrow accounts
and delay in completion of construction within the prescribed period as stipulated in the relevant
land grant contracts. Such non-compliance incidents have not resulted and are not expected to
result, in any material impact on our Group’s financial condition and operations. Please refer to the
section headed “Business — Legal and Regulatory Compliance — Non-compliance incidents” of
this listing document for further details of these non-compliance incidents.

[REDACTED]

For the year ended 31 March 2020, we did not incur any [REDACTED]. We incurred
[REDACTED] of approximately [REDACTED], [REDACTED] and [REDACTED] for the years
ended 31 March 2021 and 2022 and the six months ended 30 September 2022, respectively.
Approximately [REDACTED] of [REDACTED] is expected to be recognised and charged to our
consolidated statements of profit or loss subsequent to the Track Record Period. The total amount
of [REDACTED] for the Listing are estimated to be [REDACTED], of which (i) no
[REDACTED] expenses (including but not limited to commission and fee) will be involved due to
[REDACTED], (ii) [REDACTED] expenses amount to RMB[REDACTED], comprising fees and
expenses of accountants of RMB[REDACTED], fees and expenses of legal advisors
RMB[REDACTED] and other fees and expenses of RMB[REDACTED].

RECENT DEVELOPMENTS AND NO MATERIAL ADVERSE CHANGE
Development Pipeline

We have entered into a non-legally binding framework agreement with Hecheng Sub-district
Office, Gaoming District, Foshan City (f 117 B @ SR A 7 HFFE) on 16 March 2022,
pursuant to which the parties have agreed to jointly develop Fuwan Area of Hecheng Sub-district,
Gaoming District of Foshan City (the “Development Area”) into a cultural and creative town. The
actual cooperation includes but not limited to urban planning, land development, urban renewal,
real estate development, urban operation, etc. We will assist Hecheng Sub-district Office in
planning the area, leading the conceptual planning scheme for the area, assisting in the preparation
of special planning, market research and urban development research. In particular, Hecheng
Sub-district Office has launched one portion of residential land (approximately 34,448 sq.m.) (the
“Hecheng Neighbourhood Parcel”) in the Development Area for auction on 25 March 2022, and

we have participated into such auction and successfully obtained the land.

- 21 -



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.

SUMMARY

According to Contract for Grant of State-owned Land Use Rights No. 440608-2022-000033
dated 1 April 2022 entered into with Foshan Natural Resources Bureau (Fh LT B R E ),
Foshan Natural Resources Bureau agreed to grant the land use rights of the Hecheng
Neighbourhood Parcel to Foshan Jiahe, a wholly-owned subsidiary of the Company. The Hecheng
Neighbourhood Parcel is situated at Hecheng Neighbourhood, Gaoming District, Guangdong
Province, Foshan City, the PRC, north to Fulong Bridge and west to Hefu Road (+F B8] J A 9 L
7 75 B [ oy A BE AR AL ~ fr & BE LAPY) with a total site area of approximately 34,448
sq.m. The consideration for the Hecheng Neighbourhood Parcel was approximately RMB155.3
million, approximately RMB77.6 million of which was already settled by Foshan Jiahe. The
remaining portion shall be settled on or before 27 March 2023. The Hecheng Neighbourhood
Parcel is for residential use with a term of 70 years, compatible with retail commercial, wholesale
market, catering, hotel and business and financial use with a term of 40 years. The acquisition of
the Hecheng Neighbourhood Parcel has been disclosed in the announcement dated 1 April 2022
issued by Karrie International.

We intend to develop a residential project with total GFA of approximately 131,472 sq.m. in
the Hecheng Neighbourhood Parcel comprising residential units, commercial area, carparks and
other supporting facilities.

Hecheng Sub-district Office will launch other lands for auction in the Development Area
depending on actual needs, and we will participate in those auctions as well if matching our
investment requirements after considering the acquisition price, the location of the land, the status
and planning of our nearby projects. As at the Latest Practicable Date, there are no other potential
lands that are being considered by the Company and/or are up for bidding in the Development
Area.

We will also continue to explore suitable areas in the Greater Bay Area to develop properties
for sale, which include (i) surrounding areas of locations that are covered by our existing business;
(i1) areas that are undergoing economic and social development, with growth potential and
investment opportunities; or (iii) areas with the potential of urban renewal and redevelopment that
leads to lower land acquisition cost and potential growth in prices of real estate properties such as

places with no property price restriction and with good infrastructure and transport link.
Effect of COVID-19

The outbreak of COVID-19 in the PRC was first reported at the end of 2019. As a result of
this outbreak, many business entities in China, including the Greater Bay Area, were generally
required by the relevant PRC authorities to suspend their operations from mid-January 2020 to
late-March 2020. In 2022, there has been an increasing number of COVID-19 cases, including the
COVID-19 Delta and Omicron variant cases, in multiple cities in China. Certain measures to keep
COVID-19 in check, including travel restrictions and stay-at-home orders have been reinstated.
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To comply with the government’s orders and observe control measures in response to
COVID-19, we ceased operation of construction sites from mid-January 2020 to late-March 2020,
resulting in short term project schedules delayed. Our sales and pre-sales activities of Phase 4 of
Castfast Villas were suspended from January 2020 to March 2020 in response to the same
government orders, which resulted in a short delay in the sale commencement of Phase 4 of
Castfast Villas. Apart from that, short term suspensions in construction and sales activities
occurred from time to time due to COVID-19 related reasons, such as stay home orders, traffic
control, COVID-19 testings, etc. The approval process of obtaining pre-sale permits also slowed
down during the pandemic. Accordingly, we obtained the pre-sale permits of certain block of
Phase 4 of Castfast Villas in June 2020, which was a 2-month delay from our original plan and the
pre-sale permits of certain blocks of Phase 5 were first obtained in June 2021, which was a
9-month delay from our original plan. We obtained all necessary pre-sale permits for Phases 3, 4
and 5 of Castfast Villas and Louvre Mansion as of the Latest Practicable Date. During the Track
Record Period, we did not receive any one-off COVID-related government subsidies and any
waiver of the real estate tax and land use tax. Despite the short term delay and suspension, we did
not experience material negative operational and financial impact during the Track Record Period
due to COVID-19 related reasons. However, our Directors believe that COVID-19 pandemic may
affect our operation and financial performance negatively in the future, such as slowing down sales
activities and delaying revenue recognition.

Recent regulatory development
Draft Overseas Listing Administration Provisions

On 24 December 2021, China Securities Regulatory Commission (“CSRC”) issued the
Provisions of State Council on the Administration of Overseas Securities Offering and Listing by
Domestic Companies (Draft for Comments) (<BI%5 B B i 55 A 4 2E 55 /M 8847 78 55 A0 17 09 4 B
E(HZEECKEAM))) (the “Draft Overseas Listing Administration Provisions”) and the
Administrative Measures for the Filing of Overseas Securities Offering and Listing by Domestic
Companies (Draft for Comments) (5N INEITRESHA LM 28 HIREECRE RFR)))
(the “Draft Overseas Listing Filing Measures”, together with the Draft Overseas Listing
Administration Provisions, the (“Draft Regulations on Listing”). The Draft Regulations on
Listing, if adopted and became effective, will reform the existing regulatory regime for overseas
offering and listing of the PRC domestic companies’ securities, and will regulate both direct and
indirect overseas offering and listing of the PRC domestic companies’ securities by adopting a
filing-based regulatory regime.

According to the Draft Regulations on Listing, the PRC domestic companies that are going to
offer and list securities in overseas markets, either in direct or indirect means, are required to fulfil
the required filing procedures with CSRC and report relevant information. Overseas offerings and
listings by the PRC domestic enterprises that are prohibited by applicable laws and regulations,
constitute threat to or endanger national security, involve material ownership disputes, where the

PRC domestic companies, their controlling shareholder or actual controller involving in certain
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criminal offence, or where directors, supervisors and senior management of the issuer involving in
certain criminal offence or administrative penalties, among other circumstances, are explicitly
forbidden.

The Draft Overseas Listing Filing Measures provides that if an issuer meets the following
criteria, its overseas securities offering and listing will be deemed as indirect overseas offering by
the PRC domestic companies: (i) any of the revenue, net profit, total assets or net assets of the
PRC domestic enterprises in the latest fiscal year accounted for more than 50% of the respective
total revenue, net profit, total assets or net assets of the issuer as extracted from the audited
consolidated financial statements in the latest fiscal year (the “Financial Criteria”); (ii) a majority
of the officers responsible for management of the issuer are the PRC citizens or have their usual
place of residence located in Mainland China, the issuer’s major business is located at Mainland
China (the “Operational Criteria”). Where an issuer makes an application for initial public
offering to competent overseas regulators, the issuer shall make filings to CSRC within three
working days after submission of such application (the “CSRC filing”).

At the press conference held for the Draft Regulations on Listing, officials from CSRC
clarified that implementation of the Draft Regulations on Listing will not have retroactive effect,
which means the initial public offerings by the PRC domestic companies conducted before the
foregoing regulations become effective will not be subject to such regulations, or such issuers will
not be required to make filings with CSRC. Further, the new regulations will grant a proper
transition period for existing overseas-listed companies that do not have subsequent financing
activities to comply with the filing requirement.

We meet both the Operational Criteria and the Financial Criteria, therefore, as advised by our
PRC Legal Advisors, the Draft Regulations on Listing may be applicable to our listing and we may
be required to carry out the filings with CSRC in accordance with the Draft Regulations on
Listing. Our management believes that even if the obligation of the CSRC filing is triggered, it
does not impose new compliance requirements on our business, and we do not foresee any
obstacles which may prevent us from completing such filing, nor would the Draft Regulations on

listing have a material adverse impact on our business operations.

As of the Latest Practicable Date, the final version and effective date of the Draft
Regulations on Listing are subject to change with substantial uncertainties. Therefore, as advised
by our PRC Legal Advisors, we are currently not subject to any filing procedures with or approval
by CSRC. During the Track Record Period and up to the Latest Practicable Date, we had not
received any inquiries, notices, warnings, or sanctions regarding our Listings from CSRC or any
other PRC government authorities with respect to the filing requirement under the new regulatory

regime.
Further, to our best knowledge, none of the circumstances stipulated in Article 7 of the Draft

Overseas Listing Administration Provisions that would prohibit the PRC domestic companies from
conducting overseas offerings and listings exists for us, and our PRC Legal Advisors are of the
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view that and the Sole Sponsor concurs that we do not fall within any of the circumstances
stipulated in Article 7 of the Draft Overseas Listing Administration Provisions which would
prohibit the PRC domestic companies from conducting overseas offerings and listings. Therefore,
if the Draft Regulations on Listing become effective in their current form, other than uncertainties
which may be further clarified in the final version of the Draft Regulations on Listing or their
implementation rules, we do not foresee any impediment for us to comply with the Draft
Regulations on listing in any material respect.

Recent Regulations on the Real Estate Industry

On 23 October 2021, the Standing Committee of the National People’s Congress (“Standing
Committee of the NPC”) passed a resolution to authorise the State Council to carry out pilot
projects for the Real Estate Tax Reform in certain regions. According to the Real Estate Tax
Reform Policy, real estate tax is proposed to be imposed on land owners and property owners of
various types of properties, such as residential or non-residential properties, except for rural
homestead and buildings. Furthermore, the Real Estate Tax Reform Policy authorise the State
Council to formulate specific measures for the real estate tax pilot program, determine the list of
cities for the pilot program, file records with the Standing Committee of the NPC and authorise the
local governments of pilot cities or regions to formulate specific implementing rules. However,
during the Track Record Period and up to the Latest Practicable Date, the Real Estate Tax Reform
Policy had not yet specified the pilot cities or regions, tax base or rate or other details of the
proposed real estate tax, and the specific measures and implementing rules for the pilot program
have not been promulgated yet.

According to C&W, the Real Estate Tax Reform Policy may affect the availability of newly
constructed projects for the property market; however, the Real Estate Tax Reform Policy is not
expected to have a material adverse impact on the landscape for property demand and supply in
the long run. In 2011, as one the pilot cities of property tax collection on personal housing,
Shanghai started to levy taxes on personal housing. After the introduction, the total GFA of
commodity residential properties sold and the total sales amount of commodity residential
properties in Shanghai both decreased initially. However, after 2011, the total GFA sold and the
total sales amount both bounced back. According to C&W, the nature of the pilot program in
Shanghai is similar to the real estate tax pilot program authorised by the Real Estate Tax Reform
Policy. Based on the experience of Shanghai, it is expected that the market will take time to digest
the policy, and the transaction volume and sales amount are both expected to decrease within a
short period after the announcement of the policy. The performance of the real estate market is still
dependent on many other factors such as economic performance, disposal income, market demand,
and supply, etc. If this policy is introduced to individual buyers in Dongguan and Huizhou in this
pilot scheme, the residential property market in Dongguan and Huizhou would be cooled down due
to the increase in the holding cost of residential properties. However, in view of the strong demand
for new commodity residential properties in Dongguan, Huizhou and Foshan which have a mix of
fundamental and investment demand according to C&W Report and by making reference to the

experience of Shanghai which only had a short term impact on sales amount of commodity
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residential properties, our Directors are of the view that the transaction volume and sales amount
will resume to normal after the market has digested the news, depending on the aforementioned
factors. Therefore, our Directors and the PRC Legal Advisors are of the view that the aforesaid
recent regulatory developments are not expected to have material adverse impact on our operation
and financial performance in the long run, and nothing has come to the attention of the Sole
Sponsor that would cause the Sole Sponsor to disagree with the Directors’ view above.

On 28 December 2020, the PBOC and the China Banking and Insurance Regulatory
Commission (the “CBIRC”) promulgated the Notice on Establishment of a Concentration
Management System for Real Estate Loans of Financial Institutions (B @57 $R17 255 M 7
by B AR P RS LR BE A4 AN ) ) (the “Joint Notice™) to strengthen financial regulations in real
estate industry. The Joint Notice requires the ratio of real estate loans and the ratio of personal
housing loans shall not exceed the upper limit of the ratio of real estate loans or the upper limit of
the ratio of personal housing loans determined by the PBOC and the CBIRC, and the development
banks and policy banks shall implement this requirements by making the necessary changes.
Financial institutions in the banking industry whose concentration of real estate loans exceeds the
management requirements shall have an adjustment plan to progressively attain the management
requirements within the business adjustment transitional period. The Joint Notice does not raise the
interest rates of individual housing loans, but limits the proportion of individual housing loans of
various commercial banks, which are control measures taken by the PRC government to curb the
real estate market and promote steady and healthy development of the real estate market.
According to the C&W Report, the Joint Notice mainly affects residential properties, and in the
short term, in light of the Joint Notice, some banks and financial institutions may be reluctant to
provide financing to personal housing mortgages, which in turn affects purchasing power of
personal housing buyers, residential property sales and the growth of real estate sector. It will
defer the purchase decision and result in reduction in transaction volume in the short term.
However, according to C&W Report, real estate demand is dependent on various factors including
population growth, disposable income, interest rate, inflation, etc. and it is expected that such
policy can support the stable and healthy development of the real estate market in the long run.
Moreover, it is expected that the impact of the Joint Notice would be balanced out by the
introduction of different policies by the PRC government to stimulate the real estate market, such
as the adjustment of the China loan prime rate by the PBOC and further optimisation and
relaxation of housing purchase policies during January 2022 to August 2022. As such, our
Directors consider that the impact of the Joint Notice, if any at all, would be manageable as these
policies will only defer the purchase decision and result in reduction in transaction volume in the
short run according to the C&W Report. In light of the aforesaid, our Directors and the PRC Legal
Advisors consider that the business operations and financial performance of our Group would
unlikely be materially adversely affected by the Joint Notice for property purchasers in the long
run in the PRC, and nothing has come to the attention of the Sole Sponsor that would cause the
Sole Sponsor to disagree with the Directors’ view above.

Our Directors confirm that the aforementioned recent regulatory developments had no

material adverse impact on our Group up to the Latest Practicable Date.
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No Material Adverse Change

Our Directors confirm that, as of the date of this Document, there has been no material
adverse change in our financial or trading position, indebtedness, mortgage, contingent liabilities,
guarantees or prospects of our Group since 30 September 2022, the end of the period reported on
in the Accountants’ Report included in Appendix I to this listing document.
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